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PART |

Note regarding forward-looking statements

The Company intends that certain matters discusgdlde Company are “forward-looking statementséimted to qualify for the safe
harbor from liability established by the Privatec@sties Litigation Reform Act of 1995. These fomatdooking statements can generally be
identified as such by reference to this note oabee the context of the statement will include wandch as the Company “believes,”
“anticipates,” “expects,” “plans,” or “estimatest words of similar meaning. Similarly, statememtattdescribe future plans, objectives,
outlooks, targets, guidance or goals are also fahh@oking statements. Such forward-looking statetmare subject to certain risks and
uncertainties that could cause actual resultsfterdnaterially from those anticipated as of théedaf this report. Certain of such risks and
uncertainties are described in close proximityuchsstatements or elsewhere in this report, inolydinder the caption “Risk Factors” in
Item 1A of this report and under “Cautionary Stagems”in Iltem 7 of this report. Shareholders, potentigeistors, and other readers are ul
to consider these factors in evaluating the forwaaking statements and cautioned not to place emdliance on such forward-looking
statements. The forward-looking statements includetis report are made as of the date indicated a date is not indicated, as of the date
of the filing of this report (February 24, 2011)dathe Company disclaims any obligation to publighdate such forward-looking statements
to reflect subsequent events or circumstances.

ltem 1. Business

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

The Motorcycles segment designs, manufactures elfsdat wholesale heavyweight (engine displacerng&fbl+cc) cruiser and touring
motorcycles as well as a line of motorcycle patsessories, general merchandise and related sgrifiie Company conducts business on a
global basis, with sales in North America, Europieldife East/Africa (EMEA), Asia/Pacific and Latin Aarica. The Motorcycles segment
includes the Harley-Davidson and Buell productdine

On October 15, 2009, the Company announced thattitd exit from the Buell product line and ceaseadoiction of Buell motorcycles
at the end of October 2009. The sale of remainingllBnotorcycle inventory to independent dealer/andistributors was substantially
completed during 2010. The majority of independtalers will continue to provide ongoing service agplacement parts to Buell owners.

During 2008, the Company acquired Italian motoreyobnufacturer MV Agusta (MV). On October 15, 20®@, Company announced
its intent to divest MV, and it completed the safléMV on August 6, 2010. MV is presented as a disicmed operation for all periods. Please
refer to the section titled “Overview” within Iteiy “Management’s Discussion and Analysis of Finah€iondition and Results of
Operations” for further discussion.

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

The Financial Services segment consists of Harlayid3on Financial Services (HDFS). HDFS provideslesale and retail financing
and provides insurance and insurance-related pregpsimarily to Harley-Davidson dealers and thetail customers. HDFS conducts
business principally in the United States and Canad
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See Note 21 of Notes to Consolidated Financiak8tants for financial information related to the @amy’s business segments.

Motorcycles and Related Products

Motorcycles- The primary business of the Motorcycles segnetd design and manufacture premium motorcyclethimheavyweight
market and sell them at wholesale. The Companytsdwide motorcycle sales generated approximate®p,785% and 78% of the total net
revenue in the Motorcycles segment during eachefears 2010, 2009 and 2008, respectively.

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

The total heavyweight (651+cc) motorcycle markatdamprised of the following five segments:
« Traditional (a basic motorcycle which usually featiupright seating for one or two passeng

» Sportbike (incorporates racing technology, aerodyinatyling, low handlebars with a “sport” ridinggition and high
performance tires’

» Cruiser (emphasizes styling and individual ownestomization);

» Touring (incorporates features such as saddlelfaigags, or large luggage compartments and empbhasider comfort and load
capacity); anc

» Dual (designed with the capability for use on paibtiads as well as for ¢highway recreational use

The Company competes in the touring and cruisensets of the heavyweight motorcycle market. Theitgusegment of the
heavyweight market was pioneered by the Companyrarhades the Harley-Davidson Touring family of roatycles, including three-
wheeled motorcycles, which are generally equippith fairings, windshields, saddlebags and/or Toak ®luggage carriers. The cruiser
segment of the market includes motorcycles feagutie distinctive styling associated with classarley-Davidson motorcycles and includes
the Company’s Dyna, Softail, VRSC and Sportsteraryfcle families.

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

Competition in the heavyweight motorcycle markeiased upon a number of factors, including pricality, reliability, styling,
product features, customer preference, warrantidsagailability of financing. In the U.S., suggeasbtetail prices for the Company’s Harley-
Davidson motorcycles are comparable to or modgraigher than suggested retail prices for comparaidtorcycles available in the market.
The Company believes that its larger-displacemesdycts continue to command a premium price redativcomparable motorcycles and are
generally the most profitable for the Company. Twenpany emphasizes quality, reliability and stylimgts products and generally offers a
two-year warranty for its motorcycles. The Company rdgés support of the motorcycling lifestyle ag@swide demographic range throi
events, rides, rallies including those sponsoretiagfey Owners Group (H.O.@. ap a competitive advantage. The Company also cens
the availability of a line of motorcycle parts amccessories and general merchandise and the algilabfinancing through HDFS as
competitive advantages.
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According to the Motorcycle Industry Council, tlmiting and cruiser segments accounted for apprdgign85%, 83% and 84% of tot
heavyweight retail unit registrations in the U.8ridg 2010, 2009 and 2008, respectively. During®@ie heavyweight portion of the market
represented approximately 59% of the total U.S.omoytle market (street legal models including bartkhighway and dual purpose models
and three-wheeled vehicles) in terms of new ueiigstered.

The following chart includes U.S. retail registoatidata for Harley-Davidson motorcycles for therge2D08 through 2010:

U.S. Heavyweight Motorcycle Registration Data ®)
(Units in thousands)

2010 2009 2008

Total new heavyweight motorcycle registratic 259.7 304.< 480.:

Harley-Davidson new registratior 1425 162.( 218.2
54.9% 53.2% 45.0%

(@) Heavyweight data includes street legal 651+cc nodteet legal 651+cc models include-highway, dual purpose models and tl-wheeled vehicles

(b) U.S.industry data is derived from informatiamvided by Motorcycle Industry Council (MIC). Thisird party data is subject to revision and updBtéor periods have been adjusted
to include all dual purpose models that were prasipexcluded. The retail registration data for [egiDavidson motorcycles presented in this tablg diter slightly from the
Harley-Davidson retail sales data presented in fevfithis report. The Company’s source for retailes data in Item 7 of this report is sales andamgy registrations provided by
Harley-Davidson dealers as compiled by the Company. THereinces are not significant and generally refatihe timing of data submissions to the independearces

The European heavyweight motorcycle market (asiddfbelow) is similar in size to the U.S. market; tustomer preferences vary
across the region. For example, in Europe, thetsiersegment represented nearly 41% of the te@lyweight market in 2010 while the
touring segment popular in the U.S. represented 82&te European heavyweight motorcycle market.

The following chart includes European retail regison data for Harley-Davidson for the years 2€6@®ugh 2010:

European Heavyweight Motorcycle Registration Datd? ®)
(Units in thousands)

2010 2009 2008

Total new heavyweight motorcycle registratic 301.: 313.¢ 389.7

Harley-Davidson new registratior 38.: 37.7 41.1
12.7% 12.(% 10.6%

(@) Heavyweight data includes street legal 651+cc nodteet legal 651+cc models include-highway, dual purpose models and tl-wheeled vehicles

(b) Europe data includes retail sales in Austrielgim, Denmark, Finland, France, Germany, Grekaly, Netherlands, Norway, Portugal, Spain, Swedwitzerland, and the United
Kingdom. Industry retail motorcycle registrationtal#s derived from information provided by GiraAS.an independent agency. This third party datulgect to revision and update.
The retail registration data for Harley-Davidsontaroycles presented in this table may differ sliglitom the Harley-Davidson retail sales data pnésé in Item 7 of this report. The
Company'’s source for retail sales data in Item #hisf report is sales and warranty registratiomvigied by HarleyPavidson dealers as compiled by the Company. THerdnces ar
not significant and generally relate to the timofglata submissions to the independent sou
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During 2010, the U.S. and European regions accdunteapproximately 83% of total annual independigdler retail sales of new
Harley-Davidson motorcycles. The Company also cdegm several other markets around the world. 8aseCompany data, the most
significant of these markets in terms of retaiesalolume are Canada, Japan, Australia and Brazil.

Parts & Accessories Parts and Accessories (P&A) products are compaseeplacement parts (Genuine Motor Parts) anchagical
and cosmetic accessories (Genuine Motor Acces3oviéxidwide P&A net revenue comprised 17.9%, 17&9d 15.4% of net revenue in
the Motorcycles segment in 2010, 2009 and 200®ectvely.

General Merchandise Worldwide General Merchandise net revenue, wiricludes revenue from MotorCloth@s apparel anchgdi
gear, comprised 6.2%, 6.6% and 5.6% of net revantiee Motorcycles segment in 2010, 2009 and 26&shectively.

Licensing— The Company creates an awareness of the Harleil§gm brand among its customers and the non-rigirgic through a
wide range of products for enthusiasts by licensirggname “Harley-Davidson” and other trademarksevby the Company. The
Company'’s licensed products includshifts, vehicles and vehicle accessories, jewsmall leather goods, toys and numerous other pter
Although the majority of licensing activity occursthe U.S., the Company continues to expand theBeities in international markets.
Royalty revenues from licensing, included in Motales segment net revenue, were $39.8 million,38&8llion and $45.4 million in 2010,
2009 and 2008, respectively.

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

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

International Sales- The Company’s revenue from the sale of motoreyat®d related products to independent dealersiatribdtors
located outside of the United States was approxin&tl.36 billion, $1.38 billion and $1.73 billioor approximately 33%, 32% and 31% of
net revenue of the Motorcycles segment, during 22009 and 2008, respectively.

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

The Company and its subsidiaries own, and contiowbtain, patent rights that relate to its mototey and related products and
processes for their production. Certain technologgted intellectual property is also protectedewehappropriate, by license agreements,
confidentiality agreements or other agreements suitpliers, employees and other third parties. Gtmpany diligently protects its
intellectual property, including patents and traderets, and its rights to innovative and proprjetachnology. This protection, including
enforcement, is important as the Company movesdahwith investments in new products, designs antrtologies. While the Company
believes patents are important to its businessatipes and in the aggregate constitute a valuatdetathe success of the business is not
dependent on any one patent or group of patenessCbhmpany’s active patent portfolio has an aveeaggefor patents of approximately eight
years. A patent review committee, which is comptigEa number of key executives, manages the patexiegy and portfolio of tr
Company.
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Trademarks are important to the Company’s motogchaisiness and licensing activities. The Compasyahdgorous worldwide
program of trademark registration and enforcemenbaintain and strengthen the value of the tradksrand prevent the unauthorized use of
those trademarks. The HARLEY-DAVIDSON trademark #mg Bar and Shield trademark are each highly néicaple to the public and are
very valuable assets. Additionally, the Companysusamerous other trademarks, trade names and\dgok are registered worldwide. The
following are among the Company’s trademarks: HARLBAVIDSON, H-D, HARLEY, the Bar & Shield Logo, MOODRCLOTHES, the
MotorClothes Logo, RIDER'S EDGE, HARLEY OWNERS GR®IH.O.G., the H.O.G. Logo, SOFTAIL, SPORTSTER ¥RROD. The
HARLEY-DAVIDSON trademark has been used since 1808 the Bar and Shield trademark since at leasd.1®dbstantially all of the
Company’s trademarks are owned by H-D Michigan, LaGubsidiary of the Company, which also mandge£bmpany’s trademark
strategy and portfolio.

Marketing— The Company is currently executing a multi-getienal and multi-cultural marketing strategy; then@any measures the
success of this strategy by internally monitoringrket shares (where available) across its variaggmer definitions, as well as monitoring
brand health in various markets.

U.S. retail purchasers of new Harley-Davidson mmtoles include both core and outreach customersiendiverse in terms of age,
gender and ethnicity. The Company defines its o customer base as men over the age of 35sabd3t outreach customers as women,
young adults, and ethnically diverse adults. Hi-Davidson is the market share leader in U.S. netorogcle registrations in terms of
heavyweight (street legal 651cc+) registration$imiall its customer definitions including men ovlee age of 35, women, young adults and
ethnically diverse adults. (Source: R. L. Polk & @009 motorcycle registrations)

The Company is in the process of implementing itdtingenerational and multi-cultural customer maitkg strategy outside of the U.S.
As a result, the Company is currently establistiafjnitions for core and outreach customer segmautside of the U.S.

The average U.S. retail purchaser of a new Hdblayidson motorcycle has a median household incdrapmroximately $85,000. Mo
than three-quarters of the U.S. retail sales of Haney-Davidson motorcycles are to purchasers aitleast one year of education beyond
high school and 34% of the buyers have collegelgrteddegrees. (Sources: 2010 Company Studies)

The Company'’s products are marketed to retail cnste worldwide primarily through advertising andmiotional activities via
television, print, radio, direct mailings, as wed electronic advertising and social networks. Addally, local marketing efforts are
accomplished through a cooperative program withtdbmpany’s independent dealers.

During 2010, the Company established what it @li€reativity Model” whereby it uses web-based adesourcing as a source for its
main marketing creative development. Crowd-sourdrayvs on the ideas of passionate brand fans artxengorld to help guide the creative
direction of the brand. The Company also worksedlogith outside experts in media, digital markgtiand product placement to expand its
marketing impact.

Customer experiences have traditionally been atéiméer of much of the Company’s marketing. Toaattcustomers and achieve its
goals, the Company not only participates in motoleyallies, both large and small, around the wdrld also in major motorcycle consumer
shows, racing activities, music festivals, mixedtmharts activities and other special promotioaadl charitable events.

Since 1983, the Company has promoted its Harleyid3an products and the related lifestyle throughHiarley Owner’'s Group
(H.O.G.), which has approximately 1 million membexarldwide and the Company believes is the industgrgest company-sponsored
motorcycle enthusiast organization. This group afsansors many motorcycle events, including rallies rides for Harley-Davidson
motorcycle enthusiasts throughout the world.
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In 2000, Rider’'s Edge — the Harley-Davidson Acadenllotorcycling — was formed. Rider's Edge offarseries of rider education
experiences that provide both new and experiendedsrwith deeper engagement in the sport of mgtling by teaching basic and advani
motorcycling skills and knowledge. The coursescameducted by a network of select Harley-Davidsoalehships throughout the U.S.,
enabling students to experience the Harley-Davidisestyle, environment, people, and products ay tearn. The Company also rents its
products through select dealers with its AuthoriReshtals program.

The Company website (www.harley-davidson.com)ss aitilized to market its products and service® Website also features an
online catalog which allows retail customers taateeand share product wish lists, utilize a ddlalgator and place catalog orders. Internet
orders are sold and fulfilled by the participataghorized Harley-Davidson dealer selected by ¢halrcustomer. Dealers also handle any
after-sale services that retail customers may requi

Harley-Davidson Distribution- The Company’s products are retailed through dependent dealer network, of which the majorityssel
Harley-Davidson motorcycles exclusively. The Compaindependent dealerships stock and sell the Gorylp motorcycles, P&A, general
merchandise and licensed products, and perforniceeior the Company’s motorcycles. The Companyejrendent dealers also sell P&A,
general merchandise and licensed products throongh-traditional” retail outlets. The “non-traditiali outlets, which are extensions of the
main dealership, consist of Secondary Retail Locat(SRLS), Alternate Retail Outlets (AROs), ands®@al Retail Outlets (SROs). SRLs
satellites of the main dealership and are develtpadeet additional retail and service needs ofdbmpany’s riding customers. SRLs also
provide P&A, general merchandise and licensed misdand are authorized to sell and service new moyttes. AROs are located primarily
in high traffic locations such as malls, airpontgpopular vacation destinations and focus on sgtlie Company’s general merchandise and
licensed products. SROs are located in similar bigffic areas, but operate on a seasonal basisfaemporary locations such as vendor
kiosks. AROs and SROs are not authorized to sellmetorcycles.

The Company’s North American region consists oflinited States and Canada. In the United StatesCtimpany distributes its
motorcycles and related products to a network dépendently-owned full-service Harley-Davidson destlips and the Overseas Military
Sales Corporation, an entity that retails the Camgfgaproducts to members of the U.S. military. Twmmpany distributes its motorcycles to
its dealers in the U.S. based on dealer ordersuhject to an allocation system that was desigode forward-looking and market-driven to
align the distribution of motorcycles with the derdén individual dealer markets. The allocationtsys can affect the number of units of
particular models that dealers are able to orddrtlaa timing of shipments to dealers. In CanadaQbmpany sells its motorcycles and rel
products at wholesale to a single independentiliigtr, Deeley Harley-Davidson Canada/Fred Deetepdrts Ltd., which in turn sells to
independent dealers in the Canadian market.

In the EMEA region, the Company distributes allqurots sold to independent dealers or distributmeuigh its subsidiaries located in
the Czech Republic, France, Germany, Italy, Netimel$, South Africa, Spain, Switzerland and the éthKingdom.

In the Asia Pacific region, the Company distribuaéigroducts sold to independent dealers in Aliatr€hina, India and Japan through
subsidiaries in those countries. The Company disiteis all products sold to independent dealersiestdbutors for the remaining Asia Pac
markets in which its motorcycles are sold fromUtS. operations.

The Company distributes all products sold in theér_America region to independent dealers in Mexdad Brazil through subsidiaries
in those countries, and the Company distributepraliiucts sold to independent dealers for the neimgilLatin American markets in which its
motorcycles are sold from its U.S. operations.
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The following table includes the number of worldeiHarley-Davidson independent dealers by geograplgion as of December 31,
2010:

Asia Latin
North America Region EMEA Pacific America
United States Canade Regior Regior Region
Independent Distributol — 1 3 — —
Full Service Dealership: 653 71 362 20¢ 40
Non-traditional:
SRL 76 3 2 64@ —
ARO 86 3 23 6 22
SRO — 1 — — 1
162 7 25 70 23

(@) The Asia Pacific SRL total for 2010 includes 54 SRhat were inadvertantly omitted from the 200@ltprovided in the 2009 -K.

Overall, the Company believes the U.S. dealer nétwontinues to remain profitable through deal@tsvaly managing their expense
structures despite pressure from a tough U.S. eapnburing 2010, 36 dealer points in the U.S. deaddwork closed, and the Company
expects additional dealer points to close durinl2@utside of the U.S., the Company’s strateghs ¢at the international dealer network to
expand by 100 to 150 dealer points from the er2DOP through the end of 2014.

Retail Customer and Dealer FinancirgThe Company believes that HDFS, as well as dthancial services companies, provide
adequate financing to Harley-Davidson independesttildutors, dealers and their retail customersFH3rovides financing to the Compasy’
Canadian distributor, Harley-Davidson independesatiers and the retail customers of those dealdheit).S. and Canada. The Company’s
independent distributors, dealers and their retstomers in the Europe, Asia/Pacific and Latin Aozeregions are not directly financed by
HDFS, but have access to financing though othabéshed financial services companies, some of whave licensing or branding
agreements with the Company.

Seasonality- The timing of retail sales made by the Compaimdependent dealers tracks closely with regiomhg seasons. The
seasonality of wholesale shipments made by the @aynpas been different depending on the geograpaiket.

The Companys independent dealers in the U.S. and Canadianetsarpically have built their inventory levelsthre late fall and winte
in anticipation of the spring and summer sellingssms. The availability of floor plan financing ditthncing assistance through HDFS has
allowed dealers to manage these seasonal incriegiseentory. In the U.S., seasonal financing dasise is subsidized by the Company, and
in Canada, seasonal financing assistance is sphbgrthe region’s single independent distribub®eley Harley-Davidson Canada/Fred
Deeley Imports Ltd. As a result, the Companyholesale shipments to these markets have ltigligrnot been affected to any material ex
by seasonality.

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

The seasonality of the Company’s wholesale shipsnaffiects its ability to produce on a level scai®tighout the year. As discussed
under Motorcycle Manufacturing, the Company is mgkéfforts to increase the flexibility of its maaafuring process.

9
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Motorcycle Manufacturing: The Company’s manufacturing strategy is desigoaexntinuously improve product quality and
productivity while reducing costs and increasirexibility to respond to ongoing changes in the regplace.

The Company believes that flexible manufacturingcpsses and flexible supply chains combined wisit-competitive and flexible
labor agreements are the key enablers to resporustomers in a cost effective manner. The ongm@sgucturing of the Company’s U.S.
manufacturing plants, which commenced in 2009, supghe Company'’s efforts to become more flexibid cost competitive allowing it to
get the right product at the right time to the oosr.

To support the Company’s international growth atities, the Company has embarked on its second @inhplete Knock Down)
assembly plant. This plant located in India follatvs Companys 1999 CKD manufacturing entry into Brazil. The CldBsembly operation
India, which is expected to be operational in ih& half of 2011, will assemble motorcycles foe tindian market from component kits
produced by the Company’s U.S. plants and by thegamy’s suppliers.

Raw Materials and Purchased Componenfthe Company continues to establish and reinflonog-term, mutually beneficial
relationships with its suppliers. Through thesdadmrative relationships, the Company gains actesschnical and commercial resources for
application directly to product design, developmamd manufacturing initiatives. This strategy haseayated improved product quality,
technical integrity, application of new featuresl amnovations and faster manufacturing ramp-upesf mehicle introductions. Through a
continued focus on collaboration and strong suppéiationships, the Company believes it will besitioned to achieve strategic objectives
and deliver cost and quality improvement over trgtterm.

The Company purchases all of its raw materialsgially steel and aluminum castings, forgingselstbeets and bars, and certain
motorcycle components, including, but not limitedelectronic fuel injection systems, batteriaggj seats, electrical components and
instruments. Given the continuing economic condgicand related pressure on select suppliers ddiffitalties in the global manufacturing
arena, the Company is closely monitoring the oVerability of its supply base. However, at thisg, the Company does not anticipate
difficulties in obtaining raw materials or compot&n

Research and DevelopmenThe Company believes research and developmestgniicant factors in its ability to lead the er and
touring motorcycling markets. The Company’s Harzgvidson Product Development Center (PDC) bringpleyees from styling,
purchasing, marketing, engineering and manufagjuogether with regulatory professionals and s@ppkpresentatives to create a
concurrent product and process development teamCBmpany incurred research and development expen$d 36.2 million, $143.1
million and $163.5 million during 2010, 2009 and20respectively.

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

The Company’s motorcycles that are sold in the éthBtates are subject to certification by the BrSzironmental Protection Agency
(EPA) for compliance with applicable emissions aoise standards and by the State of CaliforniaR&isources Board (CARB) with respect
to CARB’s more stringent emissions standards. Campaotorcycles sold in California are also subjeatvaporative emissions standards
that are unique to California. The Company’s motole products have been designed to comply fully il such applicable standards. The
EPA has implemented tail pipe emission standand20&0, which are harmonized with the Californiassions standards. Harley-Davidson
motorcycle products have been designed to comply the new EPA standards and the Company beli¢wa8 comply with future
requirements when they go into effect. Additionathe Company’s motorcycle products must and daéhcomply with the motorcycle
emissions, noise and safety standards of Canagl&utopean Union, Japan, Brazil and certain otbreidn markets where
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they are sold. Because the Company expects thabamental standards will become even more stringeer time, the Company will
continue to incur some level of research, develagragd production costs in this area for the fazabée future.

The Company, as a manufacturer of motorcycle prizdigsubject to the U.S. National Traffic and bro¥ehicle Safety Act, which is
administered by the U.S. National Highway Traffaf@y Administration (NHTSA). The Company has dextl to NHTSA that its motorcyc
products comply fully with all applicable federabtor vehicle safety standards and related reguistibhe Company has from time to time
initiated certain voluntary recalls. During thetlttzree years, the Company has initiated 11 volyniecalls related to Harley-Davidson
motorcycles at a total cost of $9.3 million. Then@uany reserves for all estimated costs associatbd@calls in the period that the recalls
announced.

Employees- As of December 31, 2010, the Motorcycles segrhadtapproximately 6,300 employees. Unionized engasyat the
manufacturing facilities in Menomonee Falls and &bk, Wisconsin and Kansas City, Missouri aregspnted by the United Steelwork
of America (USW), as well as the International Agsation of Machinist and Aerospace Workers (IAMjo&uction workers at the motorcy:
manufacturing facility in York, Pennsylvania ar@mesented by the IAM. In September 2010, the Colyipamionized employees in
Wisconsin ratified three separate new seven-ydar lagreements which will take effect April 1, 204f@n the March 31, 2012 expiration of
the current collective bargaining agreement. THiective bargaining agreement with the Kansas Ci§W and 1AM will expire on July 29,
2012, and the collective bargaining agreement thighPennsylvania-IAM will expire on February 2, Z0Please refer to the Overview
section of Iltem 7, “Management’s Discussion andlgsia of Financial Condition and Results of Opemas” for further discussion of the
Company’s restructuring activities and the impacttee number of employees.

Internet Access The Company’s internet website address is wwieltadavidson.com. The Company makes availabledfedarge
(other than an investor’s own internet access @sriprough its internet website the Company’s AhiReport on Form 10-K, quarterly
reports on Form 10-Q and current reports on Foif) 8rd amendments to those reports, as soon amaday practicable after it
electronically files such material with, or furneshsuch material to, the United States Securitidssxchange Commission (SEC). In addit
the Company makes available, through its webditefdllowing corporate governance materials: (a&)@mpany’s Corporate Governance
Policy; (b) Committee Charters approved by the Camyfs Board of Directors for the Audit Committeayidan Resources Committee and
Nominating and Corporate Governance Committeeh@)Compan’s Financial Code of Ethics; (d) the CompasnZode of Business Cond
(the Code of Conduct) in eight languages includinglish; (e) the Conflict of Interest Process farebtors, Executive Officers and Other
Employees (the Conflict Process); (f) a list of @@mpany’s Board of Directors; (g) the Company’siBws; (h) the Harley-Davidson
Environmental Policy; (i) the Company’s Policy fdanaging Disclosure of Material Information; (jetiCompany’s Supplier Code of
Conduct; (k) the Sustainability Strategy Report éinthe list of compensation survey participamged as market reference points for various
components of compensation as reported in the Coypalotice of Annual Meeting and Proxy Stateméledfwith the SEC on March 19,
2010, which compensation relates to the Compamrsad executive officers. This information is alsaitable from the Company upon
request. The Company satisfies the disclosure meapeints under the Code of Conduct, the Conflicc®se and applicable New York Stock
Exchange listing requirements regarding waiverthefCode of Conduct or the Conflict Process byld#sieg the information in the
Company'’s proxy statement for its annual meetinghaireholders or on the Company’s website. The @osjs not including the
information contained on or available through iebsite as a part of, or incorporating such inforomaby reference into, this Annual Report
on Form 10-K.

Financial Services

HDFS is engaged in the business of financing andcieg wholesale inventory receivables and retaitlsumer loans, primarily for the
purchase of Harley-Davidson motorcycles. HDFS isigent for certain
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unaffiliated insurance carriers providing propesgualty insurance and also sells extended setwiteacts, gap coverage and debt prote:
products to motorcycle owners. HDFS conducts bgsipeincipally in the United States and Canada.

Wholesale Financial ServicesHDFS provides wholesale financial services toléjaDavidson dealers, including floorplan and open
account financing of motorcycles and motorcyclagpand accessories. HDFS offers wholesale finaseialices to Harley-Davidson dealers
in the United States and Canada, and during 20fifajmately 94% of such dealers utilized those ises: The wholesale finance operations
of HDFS are located in Plano, Texas.

Retail Financial Services HDFS provides retail financing to consumers,udatg installment lending for the purchase of nexd ased
Harley-Davidson motorcycles. HDFS' retail financs&lrvices are available through most Harley-David$ealers in the United States and
Canada. HDFS' retail finance operations are priatydocated in Carson City, Nevada and Plano, $exa

Insurance Services HDFS is an agent for the sale of motorcycle iasae policies. In the U.S., HDFS also offers maotole insurance,
extended service contracts, gap coverage and datection products through most Harley-DavidsonelsaMotorcycle insurance is also
marketed on a direct basis to motorcycle rider€€anada, HDFS primarily offers extended servicdreats through most Harley-Davidson
dealers. HDFS insurance operations are principadigted in Carson City, Nevada and Plano, Texas.

Funding— The Company believes a diversified and cost gffedunding base are important to meet HDFS’ gidgiroviding credit
while delivering appropriate returns and profitapilFinancial Services operations have been fuwigid unsecured debt, unsecured
commercial paper, an asset-backed commercial gapeiuit facility and committed unsecured bank faed and through the term asset-
backed securitization market. HDFS also has a stipgoeement with the Company whereby, if requited,Company agrees to provide
financial support in the form of advances and/ank Please refer to the section titled “Liquidityd Capital Resources as of December 31,
2010” within Item 7, “Management’s Discussion andadysis of Financial Condition and Results of Ogierss” for further discussion.

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

In the United States, HDFS financed 47.9% of the Harley-Davidson motorcycles retailed by indepemndizalers during 2010, as
compared to 48.8% in 2009. In Canada, HDFS fina3@2% of the new Harlepavidson motorcycles retailed by independent dsalaring
2010, as compared to 33.2% in 2009. Competitorsafail motorcycle finance business are primaréyks, credit unions and other financial
institutions. In the motorcycle insurance businessppetition primarily comes from national insuramompanies and from insurance
agencies serving local or regional markets. Fasrinsce-related products such as extended serviteacts, HDFS faces competition from
certain regional and national industry participaagavell as dealer in-house programs.

Competition for the wholesale motorcycle financsibass primarily consists of banks and other firgngstitutions providing
wholesale financing to Harley-Davidson dealershigirtlocal markets.

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

Seasonality- In the U.S. and Canada, motorcycles are primasbd during warmer months. Accordingly, HDFS eigreres seasonal
variations. In general, from mid-March through Asguetail financing volume
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increases while wholesale financing volume decieasalealer inventories decline. From Septembeudifir mid-March, there is generally a
decrease in retail financing volume while dealeeimories generally build and turn over more slquereby increasing wholesale finance
receivables.

Regulation- The operations of HDFS (both U.S. and foreige)subject, in certain instances, to supervisionragdlation by state and
federal administrative agencies and various forgigvernmental authorities. Many of the statutorgt ezgulatory requirements imposed by
such entities are in place to provide consumermgtimin as it pertains to the selling of financiedgucts and services. Therefore, operations
may be subject to various regulations, laws anttijaldand/or administrative decisions imposing fiegqments and restrictions, which among
other things: (a) regulate credit granting actastiincluding establishing licensing requiremeintsipplicable jurisdictions; (b) establish
maximum interest rates, finance charges and oti@nges; (c) regulate customers’ insurance coveldyeequire disclosure of credit and
insurance terms to customers; (e) govern secuaeddctions; (f) set collection, foreclosure, repes®n and claims handling procedures and
other trade practices; (g) prohibit discriminatinrthe extension of credit and administration @fris; (h) regulate the use and reporting of
information related to a borrower; (i) require e@mtperiodic reporting; (j) govern the use and @ctibn of non-public personal information;
(k) regulate the use of information reported todhedit reporting agencies; (l) regulate the rapgrof information to the credit reporting
agencies; and/or (m) regulate insurance solicitiadiod sales practices.

Depending on the provisions of the applicable lamd regulations, the interpretation of laws andit&tipns and the specific facts and
circumstances involved, violations of or non-coraptie with these laws may limit the ability of HD#&Scollect all or part of the principal or
interest on applicable loans, may entitle the bmeroto rescind the loan or to obtain a refund obanis previously paid, could subject HDFS
to the payment of damages or penalties and admatiigt sanctions, including “cease and desist” ardand could limit the number of loans
eligible for HDFS securitization programs.

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

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

Employees- As of December 31, 2010, the Financial Servieggrent had approximately 600 employees.

Iltem 1A. Risk Factors

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

» The Company may not be able to successfully execltg long-term business strategyThe Company may not be able to
successfully execute the long-term business siydtery the Company announced on October 15, 200&xeTis no assurance that
the Company will be able to drive growth to theesttdesired through its focus of efforts and resesiion the Harley-Davidson
brand or to enhance productivity and profitabitiythe extent desired through continuous improven
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» Expanding international sales subjects the Compantp risks that may have a material adverse effect oits business
Expanding international sales is a part of the Camgfs long-term business strategy. Internationarapons and sales are subject
to various risks, including political and econormstability, local labor market conditions, the iogition of foreign tariffs and
other trade barriers, the impact of foreign govezntiregulations and the effects of income and wittihg taxes, governmental
expropriation and differences in business practithe Company may incur increased costs and experidelays or disruptions
product deliveries and payments in connection witbrnational operations and sales that could cknsseof revenues and
earnings. Unfavorable changes in the politicalutapry and business climate could have a matadeag¢rse effect on the
Compan’s net sales, financial condition, profitability @ash flows

» The Company must effectively execute the Companytestructuring plans within expected costsDuring 2009 and 2010, the
Company announced a combination of restructuritigre that are designed to reduce administratistsc@liminate excess
capacity and exit non-core business operationgck¥fely executing these plans within expectedsast realizing expected
benefits will depend upon a number of factors,udaig the time required to complete planned actieffsctive collaboration and
agreement with the unions representing the Compagmyployees, the absence of material issues atsbeigh workforce
reductions, availability of and effective use dafdhparty service providers to assist in implemegthe actions, avoidance of
unexpected disruptions in production, retentiokeyf employees involved in implementing the restiting plans and the ability
of the Company to dispose of vacated facilitiea tost effective manne

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

» The Company’s dealers may experience a further deake in retail sales resulting from general economiconditions,
tightening of credit, political events or other fators. The motorcycle industry has been affected by géee@omic conditions
over which motorcycle manufacturers have littletcoln These factors have caused a weaker retait@ment leading to weaker
demand for discretionary purchases, and the decisipurchase a motorcycle has been and may centinbe affected by these
factors. The related tightening of credit has edibre limited availability of funds from financiglstitutions and other lenders ¢
sources of capital which has adversely affectedcantt continue to adversely affect the abilityretail consumers to obtain loans
for the purchase of motorcycles from lenders, iditilg HDFS. Should general economic conditions otamoycle industry demar
decline further, the Company’s results of operatiand financial condition may be further substédlytedversely affected. The
motorcycle industry can also be affected by pdliteonditions and other factors over which motoleynanufacturers have little
control.
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* Retail sales of the Compan’s independent dealers may be adversely impacted bgclining prices for used motorcycles an
excess supplies of new motorcyclehe Company has observed that when prices for iHag@éy-Davidson motorcycles have
declined, it has had the effect of reducing demamdng retail purchasers for new Harley-Davidsonamytcles (at or near
manufacturer’s suggested retail prices). Also, attile Company has taken steps designed to balamgegbion volumes for its
new motorcycles with demand, the Company’s compstitould choose to supply new motorcycles to thekst in excess of
demand at reduced prices which could also havefthet of reducing demand for new Harley-Davidsastercycles (at or near
manufacturer’s suggested retail prices). Ultimatedguced demand among retail purchasers for naleyiBavidson motorcycle
leads to reduced shipments by the Comp

« The Company may not be able to successfully execute manufacturing strategy. The Company’s manufacturing strategy is
designed to continuously improve product qualitd anoductivity, while reducing costs and increadiegibility to respond to
ongoing changes in the marketplace. The Companguasl flexible manufacturing, including flexiblepply chains and flexible
labor agreements, is the key element to enableowepnents in the Company'’s ability to respond tdauers in a cost effective
manner. To implement this strategy, the Companyt imeisuccessful in its continuous improvement &farich are dependent
the involvement of management, production emplogeessuppliers. Any inability to achieve these otijes could adversely
impact the profitability of the Compa’s products and its ability to deliver the right gwet at the right time to the custom

e The Company and its independent dealers must sucadglly adjust to a more seasonal retail sales patte. The Company
records the wholesale sale of a motorcycle whenshipped to the Company’s independent dealerglatigbutors. In the past
several years, increased availability of new Hafbaywidson motorcycles has resulted in the timingetdil purchases from the
Company’s independent dealers tracking more closily regional motorcycle riding seasons. As a iteslie Company and its
independent dealers and distributors must be aldadcessfully manage changes in production retesntory levels and other
business processes to manage costs associated miihe seasonal retail sales pattern. Failurejtsathrough the
implementation of a more flexible manufacturinggess or through adjustments to its methods ofiliging motorcycles among
its independent dealers and distributors may hawatarial adverse effect on the Comg’s business and results of operatic

e The Company relies on third party suppliers to obtan raw materials and provide component parts for ug in the
manufacture of its motorcycles.The Company cannot be certain that it will not eigrece supply problems such as unfavorable
pricing or untimely delivery of raw materials anghgponents. In certain circumstances, the Compdmsren a single supplier to
provide the entire requirement of a specific pant] a change in this established supply relatipnstaly cause disruption in the
Company'’s production schedule. In addition, thegand availability of raw materials and comporgerts from suppliers can be
adversely affected by factors outside of the Comgjzacontrol such as the supply of a necessary raterial. Further, Company
suppliers may experience difficulty in funding théay-to-day cash flow needs because of tighteaiadit caused by financial
market disruption. In addition, adverse economitditions and related pressure on select suppligesal difficulties in the global
manufacturing arena could adversely affect theilitalbo supply the Company. These supplier riskasyrhave a material adverse
effect on the Compar's business and results of operatic

» The Company’s financial services operations rely oexternal sources to finance a significant portiomnf its operations.
Liquidity is essential to the Company’s financiahgces business. Disruptions in financial marketsy cause lenders and
institutional investors to reduce or cease to lmamey to borrowers, including financial instituteorThe Company’s financial
services operations may be negatively affectechbydtifficulty in raising capital in the long-terméshort-term capital markets.
These negative consequences may in turn adverifety the Company’s business and results of opmratin various ways,
including through higher costs of capital, redufigitls available
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through its financial services operations to previoins to independent dealers and their retaibmeys, and dilution to existing
shareholders through the use of alternative sowfceapital.

« The Company's financial services operations are highly dependéonn accessing capital markets to fund their operabns at
competitive interest rates, the Company’s access tapital and its cost of capital are highly depend# upon its credit
ratings, and any negative credit rating actions wlladversely affect its earnings and results of opations. The ability of the
Company and its financial services operations tesg unsecured capital markets is influenced by shert-term and long-term
credit ratings. If the Company'’s credit ratings dosvngraded or its ratings outlook is negativelgraied, the Company’s cost of
borrowing will increase, resulting in reduced eags and interest margins, or the Company’s acoesagital may be disrupted or
impaired.

« The Company's financial services operations are exposed to ciiédsk on its retail and wholesale receivablesCredit risk is
the risk of loss arising from a failure by a custsrto meet the terms of any contract with the Camgfsafinancial services
operations. Credit losses are influenced by gemersihess and economic conditions, including unegapént rates, bankruptcy
filings and other factors that negatively affectbehold incomes, as well as contract terms, custoredit profiles and the new
and used motorcycle market. Negative changes iargehusiness, economic or market factors may hawedditional adverse
impact on the Company’s financial services cremiites and future earnings. Credit losses are adyénmgpacted by increases in
the frequency of loss and by decreases in the ltepossessed Harley-Davidson branded motorcyiéldgere are adverse
circumstances that involve a material decline ilmes of Harley-Davidson-branded motorcycles, thosmimstances or any
related decline in resale values for Harley-Davidboanded motorcycles could contribute to increataihquencies and credit
losses

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

* The Company' s marketing strategy of appealing to and growing das to multi-generational and mult-cultural customers
worldwide may not continue to be successfulhe Company has been successful in marketingdtdyats in large part by
promoting the experience of motorcycling. To sustaid grow the business over the long-term, the g@my must continue to be
successful selling products and promoting the egpee of motorcycling to both core customers anteach customers such as
women, young adults and ethnically diverse adiilte Company must also execute its multi-generatiand multi-cultural
strategy without adversely impacting the strendttihe brand with core custome

» The Company's success depends upon the continued strength oétHarley-Davidson brand. The Company believes that the
Harley-Davidson brand has significantly contributedhe success of its business and that maintaama enhancing the brand is
critical to expanding its customer base. Failurpriwtect the brand from infringers or to grow ttadue of the Harley-Davidson
brand may have a material adverse effect on thep@ay's business and results of operatic

 The Company's ability to remain competitive is dependent upont$ capability to develop and successfully introduceew,
innovative and compliant products.The motorcycle market continu
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to advance in terms of cutting edge styling and teshinology and, at the same time, be subjectai@@sing regulations related to
safety and emissions. The Company must contindestmguish its products from its competitopsbducts with unique styling a
new technologies and to protect its intellectualpgrty from imitators. In addition, these new prctdumust comply with
applicable regulations worldwide and satisfy théeptial demand for products that produce lower siors. The Company must
make product advancements while maintaining thesadook, sound and feel associated with Harleyixon products. The
Company must also be able to design and manufaittese products and deliver them to the marketpiaee efficient and timel
manner. There can be no assurances that the Comylabg successful in these endeavors or thatiegignd prospective
customers will like or want the Compé¢' s new products

« The Company’s Motorcycles segment is dependent upamionized labor . Substantially all of the hourly production emplog
working in the Motorcycles segment are represehtednions and covered by collective bargaining egrents. Harley-Davidson
Motor Company is currently a party to five collegtibargaining agreements with local affiliatestaf tnternational Association of
Machinists and Aerospace Workers and the UnitedlBtekers of America. Current collective bargainagyeements with hourly
employees in Wisconsin, Pennsylvania and Kansgsvilitexpire in 2019, 2017 and 2012, respectivélgw agreements were
ratified in Pennsylvania and Wisconsin in Decen9 and September 2010, respectively. Hourly prtoln employees in
Missouri are expected to vote on the terms of a c@lective bargaining agreement in March 2011 ljvaihy agreement to be
effective when the current agreement expires).ecblle bargaining agreements generally cover wdgsdthcare benefits and
retirement plans, seniority, job classes and wols:. There is no certainty that the Company velsbccessful in negotiating new
agreements with these unions that extend beyoncuttient expiration dates or that these new agratwell be on terms that w
allow the Company to be competitive. Failure toer@rthese agreements when they expire or to ediaidie collective bargainin
agreements on terms acceptable to the Companyhanthions could result in the relocation of proéarctacilities, work
stoppages or other labor disruptions which may lzareterial adverse effect on customer relatiorsship the Company’s
business and results of operatic

 The Company’s operations are dependent upon attractg and retaining skilled employees, including exetive officers and
other senior leaders. The Company'’s future succesikepends on its continuing ability to identify, hire develop, motivate,
retain and promote skilled personnel for all areaf its organization. The Company’s current and future total compensation
arrangements, which include benefits and cash le@nmsay not be successful in attracting new emplowgad retaining and
motivating the Company’s existing employees. If @@mpany does not succeed in attracting new peesorataining existing
personnel, implementing effective succession ptartsmotivating personnel, including executive @&f&; the Company may be
unable to develop and distribute products and sesvaind effectively execute its plans and strase

« The Company incurs substantial costs with respecbtemployee pension and healthcare benefitfhe Company’s cash
funding requirements and its estimates of lialeiitand expenses for pensions and healthcare Isefioefiioth active and retired
employees are based on several factors that asgleuhe Company’s control. These factors incluoheling requirements of the
Pension Protection Act of 2006, the rate usedgodalint the future estimated liability, the rateeaifirn on plan assets, current and
projected healthcare costs, healthcare reformgisl&ion, retirement age and mortality. Changeth@se factors can impact the
expense and cash requirements associated withtikeséits which could have a material adverse etiaduture results of
operations, liquidity or shareholdeexjuity. In addition, costs associated with theseefits put the Company under significant
pressure as compared to our competitors that mialyeaw the costs of similar benefit pla

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

 The Company must maintain its reputation of being agood corporate citizen and treating customers, enigyees, suppliers
and other stakeholders fairly. The Company believes it has a history of good c@afgogovernance. Prior to the enactment of the
Sarbanes-Oxley Act of 2002 (the “Act”), the Compduagl in place many of the corporate governancesgies and processes
now mandated by the Act and related rules and atiguk, such as Board Committee Charters and aotaigpGovernance Policy.
In 1992, the Company established a Code of Busi@essluct that defines how employees interact wéttious Company
stakeholders and addresses issues such as coifithertonflict of interest and fair dealing. Faie to maintain this reputation
may have a material adverse effect on the Cor’s business and results of operatic

e The Company must invest in and successfully impleménew information systems and technologyThe Company is
continually modifying and enhancing its systems tauthnology to increase productivity and efficiendg new systems are
implemented, the Company could experience unamatiegpdifficulties resulting in unexpected costs adderse impacts to its
manufacturing and other business processes. Whaermented, the systems and technology may not ¢geedtie benefits
anticipated and could add costs and complicatiormgoing operations, which may have a materiatestveffect on the
Compan’s business and results of operatic

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

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

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

The Company’s domestic sales and operations ajeciub governmental policies and regulatory actiohagencies of the United
States Government, including the Environmentaléatodn Agency (“EPA”), SEC, National Highway TraffSafety
Administration, Department of Labor and FederaldEr&ommission. In addition, the Company’s salesapatations are also
subject to laws and actions of state legislatunesather local regulators, including dealer stegwated licensing laws. Changes in
regulations or the imposition of additional regidas may have a material adverse effect on the @oyip business and results of
operations.
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The Company’s motorcycle products use internal agtibn engines. These motorcycle products are sutgjestatutory and
regulatory requirements governing emissions andepdncluding standards imposed by the EPA, seaelatory agencies, such as
California Air Resources Board, and regulatory ajgsnin certain foreign countries where the Comfmmpotorcycle products are
sold. The Company is also subject to statutoryragdlatory requirements governing emissions angenioi the conduct of the
Company’s manufacturing operations. Any significelmange to the regulatory requirements governingsons and noise may
substantially increase the cost of manufacturimgQ@bmpany’s products. Further, in response to coscEbout global climate
changes, the Company may face greater regulatarystomer pressure to develop products that genkrss emissions. This may
require the Company to spend additional funds eaarch, product development, and implementatiots @sl subject the
Company to the risk that the Company’s competitoay respond to these pressures in a manner theg tiiem a competitive
advantage.

The Company'’s financial services operations areegmd by various foreign, federal and state lawsiore specifically affect
general financial and lending institutions. Theafigial services operations originate the majorftigsoconsumer loans through its
subsidiary, Eaglemark Savings Bank, a Nevada #tatechartered as an industrial loan company. Th®. Congress is currently
considering several proposals that would imposéiaddl regulation and supervision over the finahservices industry. In 2010,
the Dodd-Frank Wall Street Reform and Consumereetmin Act (the “Act”) was passed into law. The Ash sweeping piece of
legislation, and the financial services industrgtif assessing the impacts. Congress detailec sigmificant changes, but the Act
leaves many details to be determined by regulai@hfurther study. The full impact will not be fuknown for months or even
years, as regulations that are intended to impléthenAct are adopted by the appropriate agenaresthe text of the Act is
analyzed by impacted stakeholders and possiblgdhes. The Act also created the Bureau of Consirimamncial Protection
(“CFPB"), housed in the Federal Reserve. The CFRBHeen granted significant rule-making authoritthie area of consumer
financial products and services. The direction thatCFPB will take, the regulations it will adophd its interpretation of existing
laws and regulations are all elements that argeiknown. Failure to comply with these regulatioctsanges in these or other
regulations, or the imposition of additional redigas, could affect HDFS’ earnings, limit its acsés capital, limit the number of
loans eligible for HDFS securitization programs &ade a material adverse effect on HDFS’ busineds@sults of operations.

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

» Breaches of security involving consumer or employgeersonal data may adversely affect the Compal’s reputation,
revenue and earningsThe Company and certain of its third-party venderive and store personal information in connectio
with its human resources operations, financialises/operations, the Harley Owners Group and @bpects of its business.
Breach of the systems on which sensitive consumemployee information is stored or other unauttedirelease of consumer
information may adversely affect the Comp’s reputation and lead to claims against the Comg

» The Company is exposed to market risk from changes foreign exchange rates, commaodity prices and ietest rates.The
Company sells its products internationally and wstrmarkets those sales are made in the foreigmigosilocal currency. The
Company is also subject to risks associated witmghs in prices of commodities. Earnings from tben@any’s financial services
business are affected by changes in interest rllbesCompany uses derivative financial instrumémtsttempt to manage foreign
currency exchange rates, commodity price and isteage risks. Also, these transactions may exfies€ompany to credit risk in
the event of counterparty default to the derivafimancial instruments. There can be no assuradratdr the future the Company
will successfully manage these ris
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» The Company's operations may be affected by greenhouse emissicend climate change and related regulatior. In
particular, climate change is receiving increasitigntion worldwide. Many scientists, legislatonsl athers attribute climate
change to increased levels of greenhouse gaséglimg carbon dioxide, which has led to significlgislative and regulatory
efforts to limit greenhouse gas emissions. Thewe leen bills pending in Congress that would reaguigeenhouse gas emissions.
In addition, several states, including states witteeeCompany has manufacturing plants, are cornisglgarious greenhouse gas
registration and reduction programs. Energy secaritl availability and its related costs affectaaipects of the Company’s
manufacturing operations in the United Statesuiticlg the Company’s supply chain. The Company’sufeeturing plants use
energy, including electricity and natural gas, aadain of the Company’s plants emit amounts oégh®use gas that may be
affected by these legislative and regulatory e$fo@&reenhouse gas regulation could increase the pfithe electricity the
Company purchases, increase costs for use of hgasapotentially restrict access to or the useadfiral gas, require the
Company to purchase allowances to offset the Cogipamvn emissions or result in an overall increimseosts of raw materials,
any one of which could increase the Company’s ¢costiice competitiveness in a global economy cgretise negatively affect
the Company’s business, operations or financialltesMany of the Company’s suppliers face similiacumstances. While
additional regulation of emissions in the futur@ears likely, it is too early to predict how thegulation will ultimately affect the
Company’s business, operations or financial resBlysical risks to the Company’s business operatis identified by the
Intergovernmental Panel on Climate Change and @kgert bodies include scenarios such as seariseckextreme weather
conditions and resource shortages. Extreme weathgrdisrupt the production and supply of natural, gafuel necessary for the
manufacture of motorcycles. Supply disruptions wiaalise market rates and jeopardize the contirafitpotorcycle productior

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

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

The following is a summary of the principal opemgtproperties of the Company as of December 310201

Type of Facility
Corporate Office

Museum

Airplane hanga
Manufacturing®
Product Development Cent
Distribution Cente

Data Cente
Manufacturing®
Manufacturing®

Office

Office

Manufacturing and Materials Velocity Cen®
Warehoust

Materials Velocity Cente
Manufacturing®
Motorcycle Testing
Office

Motorcycle Testing
Office and Training Facilit
Manufacturing and Offic(®
Office

Office and Warehous
Office

Office

Office

Office

Office

Office

Office and Warehous
Office

Office

Office

Manufacturing®

Office

Warehoust

Office

Office

Office

Office

Office

Office

Manufacturing®

Motorcycles & Related Products Segment

Approximate

Location Square Feet Status
Milwaukee, WI 515,00( Owned
Milwaukee, WI 130,00  Owned
Milwaukee, WI 14,60 Owned
Wauwatosa, W 430,00  Owned
Wauwatosa, W 409,00 Owned
Franklin, WI 255,000  Owned
Franklin, WI 25,00 Owned
Menomonee Falls, \ 881,60( Owned
Tomahawk, WI 211,00  Owned
Ann Arbor, Ml 3,40C  Lease expiring 201
Cleveland, OF 23,000 Lease expiring 201
Kansas City, MC 450,00  Owned
Kansas City, MC 20,000 Lease expiring 201
Manchester, P/ 191,00  Owned
York, PA 1,308,000 Owned
Naples, FL 82,00 Owned
Miami, FL 1,00C Lease expiring 201
Yucca, AZ 79,00C Lease expiring 201
Monterrey, Mexicc 8,30C Lease expiring 201
Manaus, Brazi 82,000 Lease expiring 201
Sao Paulo, Braz 55C Lease expiring 201
Oxford, Englanc 21,00C Lease expiring 201
Leiderdorp, The Netherlan: 9,50C Lease expiring 201
Rijswijk, The Netherland 6,00 Lease expiring 202
Creteil, France 8,50C Lease expiring 201
Morfelder-Walldorf, Germany 19,90( Lease expiring 201
Sant Cugat, Spai 3,40C Lease expiring 201
Zurich, Switzerlanc 2,000 Lease expiring 201
Arese, Italy 17,00C Lease expiring 201
Prague, Czech Repub 1,90C Lease expiring 201
Dubai, United Arab Emirate 3,60C Lease expiring 201
Gurgaon, Indi: 9,40C Lease expiring 201
Bawal, India 68,20(  Lease expiring 201
Moscow, Russii 2,200  Lease expiring 201
Yokohama, Japa 15,00C Lease expiring 201
Tokyo, Japal 14,00C Lease expiring 201
Akishima, Japal 13,00C Lease expiring 202
Shanghai, Chin 3,30C Lease expiring 201
Singapore 1,00 Lease expiring 201
Cape Town, South Afric 3,50C Lease expiring 201
Sydney, Australi 21,80( Lease expiring 201
Adelaide, Australic 485,000  Lease expiring 201
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(1) Facility was idled during 2010 and production movedlenomonee Falls, W
(2) Motorcycle powertrain productiol

(3) Fiberglass/plastic parts production and paint

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

(7) Assembly of select models for the Indian mar

(8) Motorcycle wheel productiot

During 2009, the Company committed to a combinatibrestructuring activities designed to reduce imibtrative costs, eliminate
excess capacity and exit non-core business opesafidie Company expects that the impact of thesteuuring activities will have the
following effects on the Company’s operating praies:

* The manufacturing facility in Wauwatosa, Wisconsias closed and operations consolidated into theufaaturing facility in
Menomonee Falls, Wisconsin during 20

» The distribution facility in Franklin, Wisconsin lvbe closed and distribution operations consoédatrough a third-party
provider. The transition is expected to be finaize early 2011

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

* Inearly 2009, the Company relocated its previestinig operations in Mesa, Arizona to a new facilitYucca, Arizona as a first
step towards consolidating all three of its tessitgs. Beginning in 2010 and continuing into 20thé, motorcycle testing facilities
in Talladega, Alabama and Naples, Florida will basolidated into the testing facility at Yucca, Zana.

Financial Services Segment

Approximate

Type of Facility Location Square Feet Status

Office Chicago, IL 26,00( Lease expiring 202
Office Plano, TX 61,50( Lease expiring 201
Office Carson City, NV 100,00( Owned

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

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

Item 3. Legal Proceeding:

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

Environmental Protection Agency Noti

The Company has received formal, written requestinformation from the United States Environmefedtection Agency (EPA)
regarding: (i) certificates of conformity for motyrcle emissions and related designations and lafi¢laftermarket parts, and (i) warranty
claims on emissions related components. The
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Company has submitted written responses to the £PWuiry and has engaged in discussions with th&.H is possible that a result of the
EPA's investigation will be some form of enforcerhantion by the EPA that will seek a fine or otheief. However, at this time the
Company does not know and cannot reasonably estithatimpact of any remedies the EPA might seek.

Shareholder Lawsuits:

In re Harley-Davidson, Inc. Securities Litigatigras a consolidated shareholder securities clagmdetvsuit filed in the United States
District Court for the Eastern District of WisconsDn October 8, 2009, the judge granted defendanatson to dismiss, and the clerk of
court entered judgment dismissing the consolideteduit. No appeal was taken from the final judgtreard the dismissal of the case became
final. Subsequently, on March 18, 2010, a groumadividuals who appear to be inmates in a fedevalectional institution filed a motion to
intervene which was immediately dismissed by thetizit Court because judgment had already beemezht®n April 5, 2010, two of the
individuals filed notices of appeal of the dismis€&an May 27, 2010, the Court of Appeals for the&gh Circuit dismissed the appeals for
failure to pay the required docketing fees. Theniisal of the action again became final.

In 2005, three shareholder derivative lawsuits viiged in the United States District Court for tBastern District of Wisconsin, and t\
shareholder derivative lawsuits were filed in Milvk@e County Circuit Court on July 22, 2005 and Noler 16, 2005, against some or all of
the following current or former directors and offis of the Company: Jeffrey L. Bleustein, Jamegiémer, James M. Brostowitz, Barry K.
Allen, Richard I. Beattie, George H. Conrades, duds. Green, Donald A. James, Sara L. Levinsony@b. Miles, Jr., James A. Norling,
James A. McCaslin, Donna F. Zarcone, Jon R. Flg&inGail A. Lione, Ronald M. Hutchinson, W. Kenm&utton, Jr. and John A. Hevey.
On November 24, 2009, all federal court derivaplaantiffs moved to voluntarily dismiss their lawtsuand all claims without prejudice. On
November 30, 2009, the federal court entered orgiensting the motions and dismissing the federaftoderivative lawsuits withot
prejudice. The remaining state court shareholdee sterivative action (which was a consolidatiothef two lawsuits filed in Milwaukee
County Circuit Court) was dismissed in a hearingNmvember 29, 2010, and the dismissal became dimdanuary 24, 2011.

York Environmental Matters:

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

In February 2002, the Company was advised by thethRt it considers some of the Company’s remealiadictivities at the York
facility to be subject to the EPA'’s corrective actiprogram under the Resource Conservation andviegcéct (RCRA) and offered the
Company the option of addressing corrective aatiotier a RCRA facility lead agreement. In July 2088, Y ork facility was designated as
the first site in Pennsylvania to be addressed ut#e*One Cleanup Program.” The program providesee streamlined and efficient
oversight of voluntary remediation by both PADER &PA and will be carried out consistent with thgrdement with the Navy. As a result,
the RCRA facility lead agreement has been supedsede
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Although the RI/FS is still underway and substdntizertainty exists concerning the nature and sadpghe additional environmental
investigation and remediation that will ultimatdlg required at the York facility, the Company esties that its share of the future Response
Costs at the York facility will be approximately $5million. The Company has established reservethfs amount, which are included in
accrued liabilities in the Consolidated Balancees$ie

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

Product Liability Matters:

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

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

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

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

201C Low High 200¢ Low High

First quartel $21.81 $28.9¢ First quartel $ 7.9¢ $20.01
Second quarte $23.61 $36.1¢ Second quarte $12.9C $22.7¢
Third quartel $21.2¢ $29.17 Third quartel $14.9¢  $25.5¢
Fourth quarte $27.7¢  $35.5¢ Fourth quarte $20.7¢  $30.0C

The Company paid the following dividends per share:

2010 2009 2008
First quartel $0.1C $0.1C $0.3C
Second quarte 0.1C 0.1C 0.3z
Third quartel 0.1C 0.1C 0.3¢
Fourth quarte 0.1C 0.1C 0.3:

$0.4C $0.4C $1.2¢

As of January 31, 2011 there were 87,578 sharermtdfaecord of Harley-Davidson, Inc. common stock.

The following table contains detail related to tepurchase of common stock based on the dateds tharing the quarter ended
December 31, 2010:

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

Total Number of Average Price Publicly Announced Purchased Under the
2010 Fiscal Month Shares Purchase Paid per Share Plans or Programs Plans or Programs
September 27 to October — $ — — 24,011,00
November 1 to November : — $ — — 24,022,70
November 29 to December 717 $ 26 — 24,026,72
Total 717 $ 26 —

The Company has an authorization (originally addjmeDecember 1997) by its Board of Directors fourehase shares of its
outstanding common stock under which the cumulativaber of shares repurchased, at the time ofgmyrchase, shall not exceed the sum
of (1) the number of shares issued in connectidh thie exercise of stock options occurring on ¢erafanuary 1, 2004 plus (2) one percent of
the issued and outstanding common stock of the @agnpn January 1 of the current year, adjustedrigrstock split. The Company did not
purchase shares under this authorization durindptimeh quarter ended December 31, 2010.

In December 2007, the Company’s Board of Direcseqzarately authorized the Company to buy back @010 million shares of its
common stock with no dollar limit or expiration dafAs of December 31, 2010, 16.7 million sharesaiaed under this authorization.

The Harley-Davidson, Inc. 2009 Incentive Stock Rkxhibit 10.5) and predecessor stock plans peratticipants to satisfy all or a
portion of the statutory federal, state and loci#thkaolding tax obligations arising in connectiorthvplan awards by electing to (a) have the
Company withhold Shares otherwise issuable under
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the award, (b) tender back shares received in atiomewith such award or (c) deliver other previgusvned Shares, in each case having a
value equal to the amount to be withheld. Duringfthurth quarter of 2010, the Company acquiredstiafes of common stock that
employees presented to the Company to satisfy wlitiing taxes in connection with the vesting of nestd stock awards.

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

The following information in this Item 5 is not deed to be “soliciting material” or to be “filed” ¢ the SEC or subject to Regulation
14A or 14C under the Securities Exchange Act o#1@®3to the liabilities of Section 18 of the Setied Exchange Act of 1934, and will not
be deemed to be incorporated by reference intdimy under the Securities Act of 1933 or the S@oes Exchange Act of 1934, except to
the extent the Company specifically incorporatdsyiteference into such a filing: the SEC requiresCompany to include a line graph
presentation comparing cumulative five year Comi8tatk returns with a brodohsed stock index and either a nationally recognizéustry
index or an index of peer companies selected by tihmmpany. The Company has chosen to use the Sth&daoor’s 500 Index as the broad-
based index and the Standard & Poor’s MidCap 4@@xras a more specific comparison. The Standard&'® MidCap 400 Index was
chosen because the Company does not believe thatlaer published industry or line-of-business ddequately represents the current
operations of the Company. The graph assumes arbagiinvestment of $100 on December 31, 2005 hatll dividends are reinvested.

SESD —— Harey-David=on, Inc.
—e— S&F MidCap 400
€500 h— 58P SO0
$150
Y
$100 — —
_ff_—l
$50 el
$0
2005 2006 2007 2008 2009 2010
200€
2005 2006 2007 2009 2010
) I ) I ) N ) N ) I )
Harley-Davidson, Inc 10C 13¢ 94 36 54 76
Standard & Pocs MidCap 400 Inde 10C 11C 12C 76 10t 13z
Standard & Pocs 500 Inde» 10C 11€ 122 77 97 112
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Item 6. Selected Financial Dat:
(In thousands, except per share amounts) 2010(1) 2009 2008 @ 2007 2006
Statement of operations da
Revenue
Motorcycles & Related Produc $4,176,62 $4,287,13 $5,578,41. $5,726,84: $5,800,68!
Financial Service 682,70¢ 494,77! 376,97( 416,19¢ 384,89:
Total revenue $4,859,33! $4,781,90! $5,955,38. $6,143,04. $6,185,57
Income from continuing operatiol $ 259,66¢ $ 70,64 $ 684,23 $ 933,84 $1,043,15.
Loss from discontinued operations, net of (113,124 (125,75) (29,517 — —
Net income (loss $ 146,54! $ (55,116 $ 654,71 $ 933,84 $1,043,15.
Weightec-average common share
Basic 233,31 232,57 234,22! 249,20! 264,45;
Diluted 234,78 233,57: 234,47 249,88 265,27:
Earnings per common share from continuing operati
Basic $ 1.11 $ 0.3C $ 2.9z $ 3.7¢ $ 3.94
Diluted $ 1.11 $ 0.3C $ 2.92 $ 3.74 $ 3.9:
Loss per common share from discontinued operat
Basic $ (04 $ (059 $ (019 $ — $ —
Diluted $ (0.4¢) $ (0.59) $ (0.19) $ — $ —
Earnings (loss) per common she
Basic $ 0.6% $ (0.29 $ 2.8C $ 3.7¢ $ 3.94
Diluted $ 0.6z $ (0.29 $ 2.7¢ $ 3.74 $ 3.9:
Dividends paid per common she $ 0.40C $  0.40( $ 1.29( $  1.06( $ 0.81(
Balance sheet dat
Total asset $9,430,74 $9,155,51! $7,828,62! $5,656,60! $5,532,15!
Total debt $5,752,35! $5,636,12! $3,914,88 $2,099,95! $1,702,49.
Total equity $2,206,86! $2,108,11! $2,115,60: $2,375,49. $2,756,73

(1) 2010 data includes the effects of consolidatorgierly off-balance sheet qualifying special pasp entities as required by new guidance withinoiating Standards Codification

(ASC) Topic 810“Consolidation” and ASC Topic 86(“ Transfers and Servicir”

(2) 2009 and 2008 total assets include assets of disced operations of $181.2 million and $238.7 imil| respectively
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Item 7. Managemen’'s Discussion and Analysis of Financial Condition drResults of Operation

Harley-Davidson, Inc. is the parent company forghsups of companies doing business as Harley-Bawidlotor Company (HDMC),
Harley-Davidson Financial Services (HDFS) and BiMstorcycle Company (Buell). HDMC produces heavygiricruiser and touring
motorcycles. HDMC manufactures five families of mraicles: Touring, Dyna , Softail , Sportster andSC. HDFS provides wholesale
and retail financing and insurance programs pritp&ui Harley-Davidson and Buell dealers and custeme

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

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

Overview

The Company is encouraged by 2010 results andatg@ss against its long-term business strategyasunced in 2009. The
Company’s long-term business strategy is centengdur key pillars of growth, continuous improvemdeadership development and
sustainability. Under this strategy, the Compangyeexs to drive growth through a focus of effortd a@sources on the unique strengths of the
Harley-Davidson brand and to enhance productivity jarofitability through continuous improvement.eT$trategy focuses Company
resources on Harley-Davidson products and exper&mgtobal expansion, demographic outreach and d¢onemt to core customers. In
addition, the Company will continue to expand iitiatives to enhance profitability through contirus improvement in manufacturing,
product development and business operations.

During 2010, the Motorcycles segment showed impddireancial performance driven by the Company’drieturing efforts and the
Financial Services segment returned to profitgbilncome from continuing operations for 2010 was%7 million, or $1.11 per share,
compared to $70.6 million, or $0.30 per share,082 The Company’s operating income for 2010 wa&)% million, an increase of $364.5
million over the prior year driven by higher opéngtincome from Financial Services. Operating inedor the Financial Services segment
improved by $299.8 million primarily due to favotalmet interest income, improved credit performaguee two non-recurring, non-cash
charges totaling $101.1 million that were incurdeding 2009. Operating income for the Motorcyclegraent was $64.7 million higher in
2010 compared to 2009 driven by improved grossitpeofl a decrease in operating expenses.

Please refer to the “Results of Operations 2010 jizoed to 2009” for additional details concerning tasults for 2010.

(1) Note Regarding Forward-Looking Statements

The Company intends that certain matters discuisstrds report are “forward-looking statements”entled to qualify for the safe harbor from liabilégtablished by the Private Securities
Litigation Reform Act of 1995. These forward-loogistatements can generally be identified as sudlefeyence to this footnote or because the comtetkte statement will include words
such as the Company “believes,” “anticipates,” ‘®xs,” “plans,” or “estimates” or words of similareaning. Similarly, statements that describe fuplaas, objectives, outlooks, targets,
guidance or goals are also forward-looking statemeSuch forward-looking statements are subjecettain risks and uncertainties that could causgahcesults to differ materially from
those anticipated as of the date of this reponta@eof such risks and uncertainties are describeibse proximity to such statements or elsewliretais report, including under the
caption “Risk Factors” in Item 1A and under “Cautgoy Statements” in Item 7 of this report. Shardbod, potential investors, and other readers ayeduto consider these factors in
evaluating the forward-looking statements and ceetil not to place undue reliance on such forwao#litg statements. The forward-looking statementkitfed in this report are made
only as of the date of the filing of this reporefffuary 24, 2011), and the Company disclaims afigatipn to publicly update such forward-lookingsgments to reflect subsequent events
or circumstances.
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Outlook @

On January 25, 2011, the Company announced ittatmn to ship 221,000 to 228,000 Harley-Davideswtorcycles during 2011,
with 51,000 to 56,000 Harley-Davidson motorcyclgpexted to ship in the first quarter of 2011. Iditidn, the Company announced its
expectation for full year 2011 gross margin to baneen 34.0% and 35.0%.

The Company also announced on January 25, 2011t thatects the full year 2011 effective income ttate to be approximately 35%
for continuing operations. The Company’s capitglenditure estimates for 2011 are between $210amitth $230 million, including
approximately $60 million to $75 million to suppoetstructuring activities. The Company anticipatesll have the ability to fund all capital
expenditures in 2011 with cash flows generatedg®rations.

Restructuring Activities @

The Company and the unions representing its pramuemployees in Kansas City, Missouri began negjotis in January 2011 on a
new labor agreement to replace the current conivaitth is set to expire in July 2012. The Compaay advised the unions that the Kansas
City operations must become more competitive agxibile if those operations are to remain viablee Tompany expects to make a decision
on the future of the Kansas City operations inyelrch 2011, and will provide any updated cost sawings information at such time as it
discloses a final decision.

2010 Restructuring Plan

In September 2010, the Company’s unionized empbire®Visconsin ratified three separate new sevem-jgbor agreements which
take effect in April 2012 when the current contsaexpire. The new contracts are similar to thedagoeement ratified at the Company’s
York, Pennsylvania facility in December 2009 andwlfor similar flexibility and increased producti@fficiency. Once the new contracts are
implemented, the production system in Wisconskg ¥ork, will include the addition of a flexible wkforce component.

Based on the new ratified labor agreements, thepaomexpects to have about 700 full-time hourlyoaidied employees in its
Milwaukee-area facilities when the contracts arplemented in 2012, about 250 fewer than would beired under the existing contract. In
Tomahawk, the Company expects to have a full-timglly unionized workforce of about 200 when thetcact is implemented, about 75
fewer than would be required under the currentremnt

2009 Restructuring Plan

During 2009, in response to the U.S. economic soasand worldwide slowdown in consumer demandQbmpany committed to a
volume reduction and a combination of restructudntions that are expected to be completed in ZDi2.actions were designed to reduce
administrative costs, eliminate excess capacityeaiitchon-core business operations. The Compasignificant announced actions, which
Company believes are generally on schedule, include

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

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

» discontinuing the domestic transportation fle
» consolidating its vehicle test facilities from thrlocations in Alabama, Arizona and Florida int@ docation in Arizona
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» restructuring its York, Pennsylvania motorcycledurction facility to focus on the core operationsrastorcycle assembly, metal
fabrication and paint; ar

e exiting the Buell product line. The Company cegsemtiuction of Buell motorcycles at the end of Oeto®009 and the sale of
remaining Buell motorcycle inventory to independéealers and/or distributors was substantially deted during 201C

The 2009 restructuring plans include a reductioapgroximately 2,700 to 2,900 hourly productionifiess and approximately 720
nonsproduction, primarily salaried positions within thkotorcycles segment and approximately 100 salgr@sitions in the Financial Servic
segment. These headcount reductions began in 2@D8ra expected to be completed during 2011.

Restructuring Costs and Savir

During 2010, the Company incurred $163.5 milliomestructuring expense and other impairments @010 and 2009
restructuring plan activities. This is in addititm$224.3 million in restructuring and impairmempense incurred in 2009. The Company
expects total costs for 2010 and 2009 restructipiag activities to result in one-time restructgremd impairment expenses of $495 million
to $510 million from 2009 through 2012 of which ampmately 30% are expected to be non-cash. In 2BEICompany expects to incur
restructuring expenses of $85 million to $95 millidhe Company anticipates annual ongoing totahgavrom restructuring of
approximately $290 million to $310 million upon cpletion of all announced restructuring activitiessthe near-term, the Company has
realized or estimates that it will realize savifigen these restructuring activities, measured a&f008 spending, as follows:

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

e 2010- $172 million (64% operating expense and 36% costtds);

* 2011- $210 million to $230 million (4-55% operating expense anc-55% cost of sales

e 2012- $275 million to $295 million (3-45% operating expense anc-65% cost of sales); ar

» Ongoing annually upon completi- $290 million to $310 million (3-40% operating expense anc-70% cost of sales

Discontinued Operations

On August 6, 2010, the Company concluded the gaiéVoAgusta to a company controlled by the formamer of MV Agusta. During
2010, the Company incurred a loss from discontimygetations, net of tax, of $113.1 million, compdwf operating losses and impairment
charges. The loss from discontinued operationspieix, was $125.8 million during 2009.
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Results of Operations 2010 Compared to 2009
Consolidated Results

%

(in thousands, except earnings per share) 2010 2009 Increase Change
Operating income from motorcycles & related prodl $ 378,75¢ $ 314,05! $ 64,70 20.6%
Operating income (loss) from financial servi 181,87. (117,969 299,84. N/M
Operating incom: 560,63: 196,08¢ 364,54! 185.¢
Investment incom 5,44; 4,25¢ 1,18¢ 27.¢
Interest expens 90,351 21,68( 68,67 316.¢
Loss on debt extinguishme 85,24 — 85,24 N/M
Income before income tax 390,46 178,66( 211,80¢ 118.¢
Provision for income taxe 130,80( 108,01¢ 22,78: 21.1
Income from continuing operatiol 259,66 70,64 189,02¢ 267.¢
Loss from discontinued operations, net of incomes (113,12) (125,75) 12,63 10.C
Net income (loss $ 146,54! $ (55,116 $201,66: N/M
Diluted earnings per share from continuing operest $ 111 $ 0.3C $ 081 270.(%
Diluted loss per share from discontinued operat $ (0.49¢ $ (0.59 $ 0.0¢ 11.1%
Diluted earnings (loss) per she $ 0.62 $ (0.29 $ 0.8¢ N/M

Operating income for the Motorcycles segment wak Bfillion higher in 2010 compared to 2009 dril@nimproved gross profit anc
decrease in operating expenses. Operating incontedd-inancial Services segment improved by $288l8n primarily due to favorable
net interest income, improved credit performana taro non-recurring, non-cash charges totaling $L@iillion that were incurred during
2009. The favorable net interest income was primdrie to the increase in on-balance sheet finagogeivables and a lower cost of funds. As
discussed below, the lower cost of funds was dysaihto HDFS’ transfer in the fourth quarter oD2do the Company of amounts related to
the Company’s $600.0 million senior unsecured niswsed in February 2009. Please refer to the “kytdes and Related Products
Segment” and “Financial Services Segment” discussfollowing for a more detailed discussion of thetors affecting operating income.

Interest expense for 2010 includes $87.5 millidatesl to the Company’s senior unsecured notes, amedpo $16.2 million in 2009.
During the first quarter of 2009, the Company tfarred the full $600.0 million of proceeds from tissuance of the notes to HDFS to fund
HDFS’ operations. As HDFS diversified its debt sture through a combination of actions during 2089unding profile improved and
allowed HDFS to transfer the full $600.0 millionmfoceeds back to the Company during the fourttquaf 2009. As a result, interest
expense for 2009 includes interest on the notgsduring the periods when the full $600.0 milliohppoceeds were held by the Company.
Interest expense for the periods in which the$600.0 million of proceeds were held by HDFS iduded in financial services interest
expense.

During the fourth quarter of 2010, the Company repased $297.0 million of the $600.0 million seniosecured notes at a price of
$380.8 million. As a result of the transaction, @@mpany incurred a loss on debt extinguishme®B8&f2 million which also includes $1.4
million of capitalized debt issuance costs thatemeritten-off. The Company used cash on hand fer#ipurchase and the repurchased notes
were cancelled. By repurchasing the notes, the @ompill not incur interest expense of approximatet5.0 million per year in 2011
through 2013 and $3.7 million in 2014.

The effective income tax rate for 2010 continuipg@tions was 33.5% compared to 60.5% for 2009inQuhe first quarter of 2010,
the Patient Protection and Affordable Care Act sigeed into law. As a result of this Act, reimbursats the Company receives under
Medicare Part D coverage for providing retiree priggion drug benefits would no longer be tax fbeginning in 2011. At the beginning of
second quarter of
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2010, the Health Care and Education Reconciliationof 2010 delayed the impact of this change t©32®n April 14, 2010, the SEC staff
announced that the Office of the Chief Accountaatila not object to a view that the two Acts shdogdconsidered together for accounting
purposes. The Company accounted for both Actsaritst quarter of 2010 and recorded income taveazp of $13.3 million associated with
this change. Also impacting the effective incomertte for 2010 were a favorable impact from a dsticenanufacturing benefit and the
favorable conclusion of an Internal Revenue Seraigdit in 2010 and, in connection with the auditiement, an adjustment to income taxes
payable. The effective income tax rate for 2009 ingsacted by a $28.4 million non-deductible goodialiarge incurred during the second
quarter of 2009 as well as an unanticipated chan@éisconsin tax law during the first quarter of080which resulted in the Company
establishing a valuation allowance of $22.5 milliefated to net operating loss carryforwards.

Motorcycles and Related Products Segment

Harley-Davidson Motorcycle Retail Sales

Worldwide independent dealer retail sales of Habaywidson motorcycles decreased 8.5% during 20hfpaned to 2009. Retail sales
continued to be impacted on a global basis byaiiffieconomic conditions. Retail sales of Harleywidaon motorcycles decreased by 11.7%
in the United States and 1.9% internationally dyi2010 compared to 2009. On an industry-wide b#sésheavyweight (651+cc) portion of
the market was down 14.6% in the United Statesdameh 3.9% in Europe when compared to 2009. Thewvalig table includes retail unit
sales of Harley-Davidson motorcycles:

Harley-Davidson Motorcycle Retail Sales®

Heavyweight (651+cc)
(Decrease
%
2010 2009 Increase Change
North America Regiol
United State: 143,39: 162,38! (18,999 (11.7%
Canad: 10,37¢ 11,40¢ (1,030) (9.0)
Total North America Regio 153,76 173,79: (20,029 (11.5
Europe Region (Includes Middle East and Afri
Europe® 37,37¢ 36,44« 934 2.€
Other 3,81( 3,56( 25C 7.C
Total Europe Regio 41,18¢ 40,00¢ 1,18¢ 3.C
Asia Pacific Regiol
Japar 11,40¢ 13,10t (1,700  (13.0
Other 9,58: 9,88¢ (302) (3.9
Total Asia Pacific Regio 20,98" 22,98¢ (2,002 (8.7
Latin America Regiol 6,16¢ 5,85( 31¢ 5.4
Total Worldwide Retail Sale 222,11 242,63: (20,529 (8.5%

(@) Data source for retail sales figures shown eliswnew sales warranty and registration infornmeioovided by Harley-Davidson dealers and compilgdhe Company. The Company
must rely on information that its dealers supplpagrning retail sales and this information is sabje revision. Only Harley-Davidson motorcycleg aicluded in the Harley-
Davidson Motorcycle Retail Sales dé

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

Heavyweight Motorcycle Registration Data®

%

2010 2009 Decrease Change
United State:®) 259,73. 304,30: (44,57) (14.6%
Europe© 301,32:  31356¢ (12,249  (3.9%

(@) Heavyweight data includes street legal 651+cc nod&teet legal 651+cc models include-highway, dual purpose models and tl-wheeled vehicles

(b) U.S.industry data is derived from informatiomvided by Motorcycle Industry Council (MIC). Thisird party data is subject to revision and updBtéor periods have been adjusted
to include all dual purpose models that were prasipexcluded

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

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

(Decrease
%

2010 2009 Increase Change
United State: 131,63¢ 62.5% 144,46« 64.€%  (12,82%) (8.99%
International 78,85¢ 37.5% 78,55¢ 35.2% 29¢ 0.4
Harley-Davidson motorcycle unit 210,49 100.(%  223,02: 100.(% (12,529 (5.60%
Touring motorcycle unit 81,92% 38.% 84,10 37.1% (2,177 (2.6)%
Custom motorcycle unit@ 87,15¢ 41.2% 91,65( 41.1% (4,497) (4.9
Sportster motorcycle uni 41,40¢ 19.7% 47,26¢ 21.2% (5,860) (12.9
Harley-Davidson motorcycle unit 210,49 100.(%  223,02: 100.(% (12,529 (5.60%
Buell motorcycle unit: 2,614 9,572 (6,959  (72.0%

(@) Custom motorcycle units, as used in this tablduthe Dyna, Softail, VRSC and CVO mode

During 2010, the Company shipped 210,494 Harleyils=mn motorcycles, a decrease of 12,529 motorcyoles.6%, from last year.
The Company’s 2010 shipment volume was in line Witmpany expectations and resulted in lower U.8ledénventory of new Harley-
Davidson motorcycles at the end of 2010 comparebe@nd of 2009. On January 25, 2011, the Compangunced that it expects full year
2011 shipments of Harley-Davidson motorcycle utitbe between 221,000 to 228,000, an increase db®%o from 2010 shipment§). The
Company expects that its 2011 shipments of Harlayidison motorcycles to independent dealers in tig Will exceed their retail sales for
2011 as dealers increase their retail inventorglevihe Company believes that stronger than egddourth quarter 2010 retail sales resu
in the aggregate U.S. dealer inventory dipping Wwekdhat the Company believes is an appropriate lavgie end of 201 The Company
remains committed to balancing supply in line vdéimand for its Harley-Davidson motorcycles.
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Segment Results

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

(Decrease)

%

2010 2009 Increase Change
Revenue
Harley-Davidson motorcycle $3,136,98 $3,174,81! $ (37,829 (1.2%
Buell motorcycles 16,28( 46,51« (30,239 (65.0
Parts & Accessorie 749,24( 767,27" (18,039 (2.9
General Merchandis 259,12! 282,21( (23,085 (8.2
Other 14,99¢ 16,32] (1,326 (8.9)
Total revenue 4,176,62 4,287,13l (110,509 (2.6)
Cost of goods sol 2,749,22 2,900,93 (151,710 (5.2
Gross profit 1,427,40. 1,386,19I 41,20% 3.C
Selling & administrative expen: 756,17 702,85: 53,32: 7.€
Engineering expens 128,96( 148,31: (29,35) (23.0
Restructuring expense and other impairm: 163,50¢ 220,97¢ (57,469 (26.0)
Operating expens 1,048,64! 1,072,14: (23,496 (2.2)
Operating income from motorcycl $ 378,75¢ $ 314,05 $ 64,70: 20.6%

The following table includes the estimated impddhe significant factors affecting the comparabpitf net revenue, cost of goods sold
and gross profit from 2009 to 2010 (in millions):

Net Cost of Gross
Revenug Goods Sol( Profit
2009 $4,28i $ 2,901 $1,38¢
Volume (282) (207 (82)
Foreign currency exchange rates and hed 17 17 —
Product mix 12¢ 10 11€
Raw material price — 11 (12)
Manufacturing cost — 27 (27
Buell exit cost: 29 (16) 45
Total (110 (152) 42
2010 $4,17: $ 2,74¢ $1,42¢

» Volume decreases were primarily the result of tl8%bdecrease in wholesale shipments of Harley-Bavidnotorcycle units as
well as lower volumes for Parts & Accessories amti€al Merchandis

» Foreign currency exchange rates during 2010 relat\2009 resulted in a positive impact on netmeree Gains and losses
associated with the revaluation of foreign-denonsidassets and liabilities and foreign currencygivegl(included in cost of
goods sold) were unfavorable when compared toahwgeriod last year which offset the positive iot currency included in
net revenue

» Product mix benefited revenue and gross profittduehigher mix of the Company’s higher margin bogmotorcycles and
changes in product mix within the Company’s moteteyamilies. Product mix changes were also imghbiemotorcycle option
offerings, shipment location and related prodt
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* Raw material prices were higher in 2010 relativ@@09 due to unfavorability in steel and aluminunces.

» Manufacturing costs increased partially as thelte$ua higher fixed cost per unit due to allocgtiixed costs across fewer units.
Higher manufacturing costs were also the resuti@ieasing product cost associated with new maatedsincreased product
content. Finally, manufacturing costs were alsdéigdue to temporary inefficiencies associated thiehCompany’s transition to
outsourcing no-core operations at its York, Pennsylvania facilithese increased costs were partially offset byyetvity gains

* In 2009, the Company incurred Buell exit costs ¢siitg) of sales incentives to independent dealedsiaventory write-downs.
The sales incentives lowered 2009 revenue whilénhentory write-downs increased 2009 cost of sa

The increase in selling and administrative expevee primarily due to increased expense associatbdive Company’s variable
incentive compensation programs and increased sgend growth initiatives partially offset by sagmfrom the Company’s restructuring
efforts and lower warranty and recall charges. Bp&010, the Company accrued for a payout of verigmzentive compensation programs;
no accrual was made during 2009 due to the Compatstermination that plan targets would not be mneteased spending on growth
initiatives during 2010 included approximately $hfllion of costs associated with the Company’s effdo expand its presence in Brazil. As
part of these expansion efforts, Harley-Davidsaendly reached an agreement with the previous daakrazil that permits the Company to
develop a new network of independent dealersegiands its presence in that market. The decraasmgineering expense was primarily
to savings from the Company’s restructuring effofise Company’s announced restructuring plansiatkdr discussed in Note 5 of Notes to
Consolidated Financial Statements.

Financial Services Segment

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

Increase %
2010 2009 (Decrease) Change
Interest incom $635,20° $ 434,15 $ 201,05! 46.2%

Loss from securitizatior — (13,67¢) 13,67¢ N/M
Other income 47,50: 74,30: (26,807) (36.])
Financial services reveni 682,70¢ 494,77¢ 187,93( 38.C
Interest expens 272,48 283,63: (12,150 3.9
Provision for credit losse 93,11¢ 169,20t (76,08¢) (45.0
Operating expens 135,23« 128,21 7,01t h.5
Goodwill impairment — 28,38 (28,389 N/M
Restructuring expens — 3,30z (3,309 N/M
Financial services expen 500,83t 612,74¢ (111,919 (18.9)
Operating income (loss) from financial servi $181,87: $(117,969) $ 299,84 N/M

On January 1, 2010, the Company adopted Staterh&irtancial Accounting Standard (SFAS) No. 166, tAanting for Transfers of
Financial Assets, an amendment of FASB Statemenflll@’ (codified within ASC Topic 860), and SFAS N&7, “Amendments to FASB
Interpretation No. 46(R)” (codified in ASC Topic @1 As a result of the adoption of the new accauntuidance, the Company consolidated
the assets and
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liabilities of its formerly unconsolidated Qualifig Special Purpose Entities (QSPESs) on Januar§10.Beginning on January 1, 2010, the
Company began recognizing interest income and tdiasties on the previously unconsolidated secadtizceivables and interest expense on
the related debt within its statement of operatidiie Company’s statement of operations no longgudes income from securitizations,
including the initial gain or loss previously reded on off-balance sheet securitizations, incomthernnvestment in retained securitization
interests and servicer fees. In addition, the Campep longer incurs charges related to other-tlemmpbrary impairments on its investment in
retained securitization interests as that assebéas derecognized.

Interest income during 2010 benefited primarilynfirbigher average retail finance receivables, whiak driven by the consolidation of
formerly off-balance sheet QSPEs. Interest expense decrea$dd Bymillion compared to 2009 due to more favaratast of funds, partial
offset by increased borrowings related to the nesslysolidated securitization trusts.

There was no income or loss from securitizationmsng2010 due to the elimination of the investmientetained securitization interests.
During 2009, HDFS recorded a $45.4 million othearttiemporary impairment of certain retained sekzatibn interests due to higher actual
and anticipated credit losses partially offset sjaaving in actual and expected prepayment spétatsally offsetting the other-than-
temporary impairment was $31.7 million of incomeneal from the investment in the retained secutitzainterests.

Other income decreased during 2010 compared to pi@frily due to no servicer fee income partialffset by the benefit of no lower
of cost or market valuation adjustment for finaneeeivables held for sale. As a result of the clidation of the formerly off-balance sheet
securitization trusts, the Company no longer regaetvicer fee income from servicing tilance sheet finance receivables. During 200¢
Company earned $25.5 million of servicer fee incoftee Company recognized a $5.9 million chargearmiags for a lower of cost or mar
valuation adjustment related to its finance redaies held for sale during 2009. The charge, whiels the result of the determination that the
cost exceeded the fair value of the finance rebdigheld for sale, was due to higher projectedittesses partially offset by lower funding
costs. HDFS used discounted cash flow methodoldgiestimate the fair value of finance receivalblelsl for sale that incorporated
appropriate assumptions for discount rate, fundwgjs and credit enhancement, as well as estiroategrning credit losses and prepaym
that, in management’s judgment, reflected assumstibat market participants would use.

The provision for credit losses related to retaid avholesale receivables decreased by $68.5 méli@h$7.9 million, respectively, in
2010 compared to 2009. The decrease in the praovisioretail credit losses was primarily driventhy second quarter 2009 reclassification
of $3.14 billion of finance receivables held folesto finance receivables held for investment. fTdwassification resulted in a $72.7 million
increase in the allowance for finance credit loghetng 2009. The provision for wholesale credgdes was $7.9 million lower during 2010
versus 2009 due to a reduction in wholesale finaaceivables outstanding from prior year and loggecific reserve needs in 2010 as a
number of dealer credit situations were resolved.

As part of the January 1, 2010 adoption of the aewounting guidance within ASC Topic 810 and ASQ@i¢®&60, the Company
established an initial allowance for credit losse$49.4 million related to the previously uncondated securitized finance receivables
through an adjustment to retained earnings. Sulesgaianges in the provision are included in th&estent of operations.

Annual losses on HDFS' managed retail motorcyalarfice receivables were 2.11% in 2010 compared@&®2for 2009. The 30-day
delinquency rate for managed retail motorcyclerftereceivables at December 31, 2010 decrease@#®Srom 6.51% at December 31,
2009. At December 31, 2010, managed retail finaaceivables were comprised of all finance recemsibleld by HDFS, including those that
were consolidated beginning January 1, 2010. Reidanuary 1, 2010, managed retail finance reckggsabcluded finance receivables helc
HDFS and those sold through off-balance sheet gzetiion transactions. The decrease in creditdsgsom 2009 was due to a lower
frequency of loss and a modest improvement indkewvery values of repossessed motorcycles.
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Changes in the allowance for finance credit losgenance receivables were as follows (in millipns

2010 2009
Balance, beginning of peric $ 150,08: $ 40,06¢
Allowance related to newly consolidated financeereables@ 49,42 —

Provision for finance credit loss 93,11¢ 169,20t
Chargeoffs, net of recoverie (119,039 (59,199
Balance, end of peric $ 173,58¢ $150,08:

(a) As part of the required consolidation of foripeaff-balance sheet securitization trusts, the @any established a $49.4 million allowance for itrledses related to the newly
consolidated finance receivabl

At December 31, 2010, the allowance for financelitlesses on finance receivables was $15.8 milliwrwholesale receivables and
$157.8 million for retail receivables, which inckgl$103.8 million related to finance receivablds Iy consolidated variable interest entit
(VIES). See Note 8 of Notes to Consolidated Finarstatements for more information on the Compalytss. The allowance for finance
credit losses on finance receivables was $133.[Bmilor retail receivables and $16.8 million fohwlesale receivables at December 31, Z

HDFS'’ periodic evaluation of the adequacy of tHewa&nce for finance credit losses on finance rexdaiss is generally based on HDFS’
past loan loss experience, known and inherent isise portfolio, current economic conditions d@hd estimated value of any underlying
collateral. Please refer to Note 6 of Notes to ©bdated Financial Statements for further discussagarding the Company’s allowance for
finance credit losses on finance receivables.

As discussed in Note 5 of Notes to Consolidateaiaral Statements, the Company recorded an impatrofearge of $28.4 million
during 2009 related to the goodwill associated MDFS.
Results of Operations 2009 Compared to 2008

Consolidated Results

(Decrease) %
(in thousands, except earnings per share) 2009 2008 Increase Change
Operating income from motorcycles & related prodl $ 314,05! $ 976,40: $(662,34°) (67.6%
Operating (loss) income from financial servi (117,969 82,76¢ (200,739 (2425
Operating incom: 196,08t 1,059,16 (863,08)) (81.5
Investment incom 4,25¢ 11,29¢ (7,042 (62.3
Interest expens 21,68( 4,542 17,13¢ 377.%
Income before income tax 178,66( 1,065,92. (887,26)) (83.2
Provision for income taxe 108,01 381,68t (273,66) (71.7
Income from continuing operatiol 70,64 684,23! (613,59 (89.7
Loss from discontinued operations, net of incomes (125,75) (29,517 (96,240 326.(
Net (loss) incom $ (55,11¢) $ 654,71¢ $(709,839) (108.9)%
Diluted earnings per share from continuing operest $ 03 $ 2.92 $ (2.6 (89.7)%
Diluted loss per share from discontinued operat $ (059 $ (0.19) $ (0.4) 315.9%
Diluted (loss) earnings per she $ (0.29 $ 2.7¢ $ (3.09 (108.6)%

Operating results for both of the Company’s segserats impacted by the difficult economic environiméfotorcycles operating
income fell 67.8% during 2009 driven by a decrédasshipments of Harley-Davidson motorcycles androesuring charges. Financial
Services operating loss was driven primarily byéased
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provision for credit losses and a goodwill impainhdPlease refer to the “Motorcycles and Relatedi®ets Segment” and-fnancial Service
Segment” discussions following for a more detadéestussion of the factors affecting operating ineom

Interest expense of $21.7 million included a poriad interest expense related to the Company’s $6@llion senior unsecured notes
issued in February 2009. During the first quarfe2@)9, the Company transferred the full $600.0iamilof proceeds from the issuance of the
notes to HDFS to fund HDFS’ operations. As HDFSedsified its debt structure through a combinatibaations during 2009, its funding
profile improved and allowed HDFS to transfer thi $600.0 million of proceeds back to the Compdaying the fourth quarter of 2009. As
a result, interest expense for 2009 includes istema the notes only during the periods when theb600.0 million of proceeds were held by
the Company. Interest expense for the periods ictwthe full $600.0 million of proceeds were heldWDFS is included in financial services
interest expense.

The effective income tax rate for 2009 continuipg@tions was 60.5% compared to 35.8% for 2008.ifid¢rease in the effective
income tax rate was due to a one-time charge éblaage in Wisconsin tax law, the nondeductible golbémpairment charge at HDFS and
the impact of reduced earnings.

Motorcycles and Related Products Segment

Harley-Davidson Motorcycle Retail Sales

Worldwide independent dealer retail sales of Habayidson motorcycles decreased 22.7% during 200%ared to 2008. Retail sales
continued to be impacted on a global basis bydiiffieconomic conditions. Retail sales of Harleyldaon motorcycles decreased by 25.8%
in the United States and 15.4% internationally my2009 compared to 2008. On an industry-wide b#ssheavyweight (651+cc) portion of
the market was down 36.6% in the United Statesdaweh 19.5% in Europe when compared to 2008. THeviarhg table includes retail unit
sales of Harley-Davidson motorcycles:

Harley-Davidson Motorcycle Retail Sales®

Heavyweight (651+cc)
%
2009 2008 Decrease Change
North America Regiol
United State: 162,38! 218,93¢ (56,559 (25.%
Canadz 11,40¢ 16,50: (5,096 (30.9
Total North America Regio 173,79:  235,44: (61,65() (26.2
Europe Region (Includes Middle East and Afri
Europe® 36,44« 40,72t (4,287) (105
Other 3,56( 4,317 (757 (17.5
Total Europe Regio 40,00¢ 45,04: (5,03 (11.2
Asia Pacific Regiol
Japar 13,10t 14,65¢ (1,549 (10.6
Other 9,88¢ 10,59¢ (717) (6.7)
Total Asia Pacific Regio 22,98¢ 25,24¢ (2,260 (9.0)
Latin America Regiotl 5,85( 8,03 (2,187 (27.2
Total Worldwide Retail Sale 242,63  313,76¢ (71,135 (22.7%

(@) Data source for retail sales figures shown aliswnew sales warranty and registration infornmtioovided by Harley-Davidson dealers and compilgdhe Company. The Company
must rely on information that its dealers supplpa&rning retail sales and this information is sabje revision. Only Harley-Davidson motorcycleg aicluded in the Harley-
Davidson Motorcycle Retail Sales dé

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

Heavyweight Motorcycle Registration Data®

%

2009 2008 Decrease Change
United State:®) 304,30: 480,31: (176,009 (36.6%
Europe© 313,56¢ 389,69.  (76,12) (19.5%

(@) Heavyweight data includes street legal 651+cc nod&teet legal 651+cc models include-highway, dual purpose models and tl-wheeled vehicles

(b) U.S.industry data is derived from informatiomvided by Motorcycle Industry Council (MIC). Thisird party data is subject to revision and updBtéor periods have been adjusted
to include all dual purpose models that were prasipexcluded

(c) Europe data includes Austria, Belgium, Denmé&ithland, France, Germany, Greece, Italy, NetheldaNorway, Portugal, Spain, Sweden, Switzerlarttha United Kingdom.
Industry retail motorcycle registration data isided from information provided by Giral S.A., ardependent agency. This third party data is subbgergvision and updat:

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

%

2009 2008 Decrease Change
United State: 144,46« 64.c%  206,30¢ 68.% (61,84 (30.0%
International 78,55¢ 35.2% 97,17( 32.% (18,61) (19.2
Harley-Davidson motorcycle unit 223,020 100 303,47¢ 100.% (80,45€) (26.5%
Touring motorcycle unit 84,10¢ 37.% 101,88 3366 (17,78) (17.5
Custom motorcycle unit@ 91,65( 41.1%  140,90¢ 460 (49,25¢)  (35.0
Sportster motorcycle uni 47,26¢ 21.2% 60,68¢ 20.0% (13,41 (22.1
Harley-Davidson motorcycle unit 223,020  100.% 303,47¢ 100.% (80,45¢) (26.5%
Buell motorcycle unit: 9,572 13,11¢ (3,549 (27.0%

(@) Custom motorcycle units, as used in this tablduthe Dyna, Softail, VRSC and CVO mode

During 2009, the Company shipped 223,023 Harleyiilsmn motorcycles, a decrease of 80,456 motorcyole®6.5%, from last year.
The Company’s shipments in 2009 were negativelyaittgd by the challenging economic environment.
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Segment Results

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

(Decrease) %
2009 2008 Increase Change
Revenue

Harley-Davidson motorcycle $3,174,81 $4,244,58 $(1,069,77) (25.29)%

Buell motorcycles 46,51« 123,08! (76,577 (62.2)

Parts & Accessorie 767,27" 858,74 (91,479 (0.7

General Merchandis 282,21( 313,83 (31,629 (10.1

Other 16,32: 38,15¢ (21,83H (57.2

Total revenue 4,287,13 5,578,41. (1,291,28) (23.1

Cost of goods sol 2,900,93. 3,647,27 (746,330 (20.5

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

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

Engineering expens 148,31: 168,13. (29,82) (11.8

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

Operating expens 1,072,14. 954,74. 117,39¢ 12.5
Operating income from motorcycl $ 314,05 $ 976,40: $ (662,34) (67.%

The following table includes the estimated impddhe significant factors affecting the comparabpitf net revenue, cost of goods sold

and gross profit from 2008 to 2009 (in millions):

2008
Volume
Price
Foreign currency exchange rates and hed
Product mix
Raw material price
Manufacturing cost
Buell exit cost:
Total
2009

Net Cost of Gross
Revenue Goods Solc Profit
$5,57¢ $ 3,640 $1,931
(1,276 (779 (502)
2 — (2
(51 (25) (26)
67 54 13
— (65) 65
— 47 (47)
(29 16 (45)
(1,297 (74€) (54E)
$ 4,287 $ 2,901 $1,38¢

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

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

during 2009

» Product mix benefited revenue and gross profittdue shift towards the Compeé’s higher margin touring motorcycle

» Manufacturing costs increased partially as theltefua higher fixed cost per unit due to allocgtiixed costs across fewer units.
Additionally, higher manufacturing costs were teesult of increasing product cost associated with models and increased

product content. These increased costs were pauifiéet by productivity gains

» Buell exit costs consisted of sales incentivesittependent dealers and inventory write-downs. @hessncentives lowered

revenue while the inventory wr-downs increased cost of sal
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The net increase in operating expense was primaduigythe Company’s previously announced restrugjuactivities and asset
impairments partially offset by cost reductioniaitves. For further information regarding the Ca@amyp's previously announced restructuring
activities and asset impairments, refer to Noté Maies to Consolidated Financial Statements.

Financial Services Segment

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

Increase

%

2009 2008 (Decrease) Change
Interest incom $ 434,15 $290,08: $ 144,06¢ 49.7%
(Loss) income from securitizatiol (13,676 13,43¢ (27,119 (201.9)
Other income 74,30: 73,44¢ 85E 1.2
Financial services reveni 494,77¢ 376,97( 117,80¢ 31.z
Interest expens 283,63: 136,763 146,87: 107.2
Provision for credit losse 169,20¢ 39,55¢ 129,65: 327.¢
Operating expenss 128,21¢ 117,88 10,33: 8.8
Restructuring expen: 3,30z — 3,30z N/M
Goodwill impairment 28,38 — 28,38: N/M
Financial services expen 612,74¢ 294,20! 318,54. 108.:
Operating (loss) income from financial servis $(117,969 $ 82,76¢ $(200,739) (242.5%

Interest income benefited from higher average Iratad wholesale finance receivables outstandingdigtlst offset by lower wholesale
lending rates. The increase in retail finance med@ies outstanding was driven by a reduction irbatince sheet term asset-backed
securitization activity throughout 2008 due to talpnarket volatility and the utilization of on-laaice sheet term asset-backed securitization
structures during 2009. The increase in wholesalstanding finance receivables resulted from areemed use of floorplan financing
combined with a higher number of average days @iedninterest expense was higher in 2009 due piintarincreased borrowings to
support the higher average outstanding retail amolegale finance receivables as well as an incteasst of borrowing as compared to 2008.

During 2009, HDFS recorded a loss from securitireticompared to income from securitizations du#®@8. The change from 2008
was due to reduced income earned from the investimeatained securitization interests and a lagjeer-than-temporary write down of
certain retained securitization interests in 200 pared to 2008. Income earned from the investinengtained securitization interests was
$28.5 million lower due to a reduction in outstargloff-balance sheet term asset-backed securdizéinsactions. There were no bélanc
sheet term asset-backed securitization transaatiompleted during 2009 while the Company completeel off-balance sheet term asset-
backed securitization transaction during 2008.tRer2008 off-balance sheet term-asset backed seatian transaction, the Company
recognized a $5.4 million loss. In addition, HDESagnized a $45.4 million write down of certairaieed securitization interests during 2
due to higher actual and anticipated credit lopsegally offset by a slowing in actual and expéagbeepayment speeds. This compares to an
other-than-temporary impairment of $41.4 millior2id08.

HDFS reviewed its assumptions for determining #ievialue of the investment in retained securitrainterests each quarter. Key
assumptions included expected losses, prepaymeetigmd discount rate. HDFS determined these asismsby reviewing historical trent
and current economic conditions. Given the
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challenging U.S. economy, credit losses on HDF&lirénance receivables have increased, and asudtr the fair value of retained
securitization interests has declined, and in scases this decline is other-than-temporary. A wdde/n in the retained securitization interest
generally represents a non-cash charge in thedoiriehich it is recorded, but ultimately represeatreduction in the residual cash flow that
HDFS expects to receive from its investment ininetd securitization interests. The fair value @& hvestment in retained securitization
interests was $245.4 million at December 31, 2009.

Other income remained relatively flat in 2009 congplato 2008. During 2009, the Company recogniz$8.€ million charge to earnin
for the lower of cost or market valuation adjustinafits finance receivables held for sale priothe reclassification to finance receivables
held for investment as discussed below. This coawptr a lower of cost or market valuation charg$3i.8 million in 2008. This change was
partially offset by a $16.3 million decrease invéging fee income resulting from fewer outstandeffibalance sheet term asset-backed
securitization transactions and lower insurancero@sions in 2009 compared to 2008.

The increase in the provision for credit lossesrdu2009 primarily resulted from the reclassificatiof $3.14 billion of finance
receivables held for sale to finance receivabldd fog investment at the end of the second quarft@009. The reclassification was due to the
structure of the Company’s May 2009 term asset-&dcecuritization transaction and management'stititestructure subsequent
securitization transactions in a manner that woitdmeet the requirements of accounting sale tresatnT he reclassification resulted in an
additional provision for credit losses of $72.7Imil. In addition, the provisions for credit lossetated to retail receivables and wholesale
receivables increased by $51.8 million and $2.lionil respectively, over 2008. The increase wamarily the result of higher expected
incidence of loss, lower expected recovery valuesepossessed motorcycles, and an increase imthecé receivables held for investment.

Annual losses on HDFS’ managed retail motorcyciarice receivables were 2.86% in 2009 compared@@$2for 2008. The 30-day
delinquency rate for managed retail motorcyclerfoereceivables at December 31, 2009 increase®186from 6.29% at December 31,
2008. Managed retail finance receivables includieahice receivables held by HDFS as well as thosktBmugh off-balance sheet term
asset-backed securitization transactions. The gear-year increase in credit losses was driven higler frequency of loss and higher
average loss per motorcycle resulting from presearealues for repossessed motorcycles.

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

2009 2008

Balance, beginning of peric $ 40,06¢ $ 30,29t
Provision for finance credit loss 169,20¢ 39,55¢
Chargeoffs, net of recoverie (59,199 (29,782
Balance, end of peric $150,08: $ 40,06¢

At December 31, 2009, the allowance for financelitlesses on finance receivables held for investmas $133.3 million for retail
finance receivables and $16.8 million for wholedalance receivables. The allowance for financalitlesses on finance receivables held for
investment was $28.4 million for retail financeee@bles and $11.7 million for wholesale financeeieables at December 31, 2008.

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

Operating expenses were also impacted by a restingtcharge of $3.3 million in 2009 as detailedNiote 4 of Notes to Consolidated
Financial Statements.
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As discussed in Note 5 of Notes to Consolidatediral Statements, during 2009, the Company redoaddmpairment charge of
$28.4 million related to the goodwill associatedHDFS. As a result of the Company’s lower resalles volume projections and the decline
in operating performance at HDFS during 2009 dusigoificant write-downs of its finance receivaplertfolio and investment in retained
securitization interests, the Company performethgairment test of the goodwill balance associatgéd HDFS as of June 28, 2009. The
results of the impairment test indicated the curfain value of HDFS had declined below its cargyiralue.

Other Matters

Critical Accounting Estimates

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

Goodwill- The Company reviews its goodwill for impairmdrased on financial data related to the reportirigtarwhich it has been
assigned, at least annually and whenever evemisamges in circumstances indicate that the carwaige may not be recoverable. The
impairment test involves comparing the fair valti¢he reporting unit associated with the goodvilits carrying value, including goodwill. If
the carrying amount of the reporting unit exceé¢sl$air value, goodwill must be adjusted to its lireg fair value. In determining the fair val
of a reporting unit, the Company utilizes widel\capted techniques such as discounted cash flowoahetthgies which require the Company
to make assumptions and apply judgment to estimatzo economic factors, industry economic factosthe future profitability of current
business strategies. Changes in these factorsasa@nahsignificant impact on the impairment evabrati

Asset Groups to Be Disposed of by Sakesset groups (assets and liabilities to be dispad together as a group in a single transaction)
classified as “held for sale” are measured atalest of carrying amount or “fair value less cosséil” and a loss should be recognized for
any initial adjustment required to reduce the dagyamount to the “fair value less cost to sellthe period the “held for sale” criteria are
met. The “fair value less cost to sell” must beeassd each reporting period the asset group remlaissified as “held for sale.” Gains or
losses not previously recognized resulting fromsthile of an asset group will be recognized on #te df sale. In determining the fair value
an asset group representing a business, the Conupitings widely accepted techniques such as dismolicash flow methodologies which
require the Company to make assumptions and apg@gnjent to estimate macro economic factors, ingestonomic factors and the future
profitability of current business strategies. Chasimn these factors can have a significant impac¢he impairment evaluation. In addition, the
determination of fair value for an asset group tieidsale may be influenced by information receiff@an market participants (interested
buyers) having appropriate knowledge of the assetyy The appropriate level of knowledge may nobb&inable solely from public
observations, but could be obtained in the coufsermrmal due diligence process.

Off-Balance Sheet Finance Receivable SecuritizatidPrior to 2009, the Company sold retail motorcyiriance receivables through
securitization transactions utilizing QSPEs thatldjed for accounting sale treatment under prio USAAP. Upon sale of retail finance
receivables in a securitization transaction, HDE&ived cash and retained an interest in excebdloass, subordinated securities, and cash
reserve account deposits, all of which were callebtt referred to as retained interests in the gézed receivables. Retained interests were
carried at fair value and were periodically revieMier impairment. Market value quotes of fair vaare generally not available for retained
interests. Therefore, fair value was measured wisgpunted cash flow methodologies that incorgatahanagement’s best estimate of key
assumptions that, in management’s
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judgment, reflected the assumptions marketplaccf@ants would use. The impact of changes to lespmptions is shown in Note 7

Notes to Consolidated Financial Statements. HDESned servicing rights under retail finance reabies that it sold to the securitizati
trust and received a servicing fee. The servicaggdaid to HDFS was considered adequate compengatithe services provided and was
included in financial services revenue as earnaddiscussed in Note 1 of the Notes to the CongelitiRinancial Statements, the Company
adopted new accounting guidance within ASC topig¢ 84d ASC topic 860 as of January 1, 2010 thahalily required the Company to
consolidate these formerly off-balance sheet QSPEs.

Gains or losses on securitizations from the satetail finance receivables were recorded as a oot of financial services revenue
and were based in part on certain assumptionsdimgjiexpected credit losses, prepayment speediacdutht rates. Gains or losses on sales
of retail finance receivables also depended omtlggnal carrying amount of the retail finance rieables, which were allocated between the
assets sold and the retained interests based iomettagive fair value at the date of transfer.

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

Allowance for Finance Credit Losses on Finance Redxdes— The allowance for uncollectible accounts is naimed at a level
management believes is adequate to cover the lo§pemcipal in the existing finance receivablestfolio. HDFS performs a periodic and
systematic collective evaluation of the adequacthefretail allowance. HDFS utilizes loss foregastlels which consider a variety of factors
including, but not limited to, historical loss tas) origination or vintage analysis, known and renérisks in the portfolio, the value of the
underlying collateral, recovery rates and curreatn@mic conditions including items such as unemplent rates.

The wholesale portfolio is primarily composed afjlabalance, non-homogeneous finance receivab@ESHwholesale allowance
evaluation is first based on a loan-by-loan revidvepecific allowance is established for wholedaiance receivables determined to be
individually impaired when management concludes tiva borrower will not be able to make full payrhehcontractual amounts due based
on the original terms of the loan agreement. Thaainment is determined based on the cash thatehg@ny expects to receive discounte
the loan’s original interest rate or the fair vatifeéhe collateral, if the loan is collateral-dedent. In establishing the allowance, management
considers a number of factors including the spebifirrower’s financial performance as well as &pilb repay. Finance receivables in the
wholesale portfolio that are not considered impha an individual basis are segregated, basedrolasrisk characteristics, according to
Company’s internal risk rating system and collegljhevaluated for impairment. The related allowaisdeased on factors such as the
Company’s past loan loss experience, current ecanoomditions as well as the value of the undedyiollateral.

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

The Company believes that past claim experieng®lisative of future claims; however, the factoffeeting actual claims can be
volatile. As a result, actual claims experience mifer from estimated which could lead to matedhhnges in the Company’s warranty
provision and related reserves. The Company’s wariéability is discussed further in Note 1 of Mstto Consolidated Financial Statements.
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Pensions and Other Postretirement Healthcare BenefThe Company has several defined benefit pendars@and several
postretirement healthcare benefit plans, which ceubstantially all employees of the Motorcyclegraent. The Company also has unfunded
supplemental employee retirement plan agreemeBRIPB) with certain employees which were institui@deplace benefits lost under the
Tax Revenue Reconciliation Act of 1993. PensiorRBE and postretirement healthcare obligations astscare calculated through actuarial
valuations. The valuation of benefit obligationsl aret periodic benefit costs relies on key asswmnptincluding discount rates, long-term
expected return on plan assets, future compensatidmealthcare cost trend rates.

The Company determines its discount rate assunmgphbigmeferencing high-quality long-term bond rétest are matched to the duration
of its own benefit obligations. Based on this asalythe discount rate for pension and SERPA otitiga was decreased from 6.0% as of
December 31, 2009 to 5.79% as of December 31, ZUiOdiscount rate for postretirement healthcatigations was decreased from 5.65%
to 5.28%. The Company determines its healthcars tassumption for the postretirement healthcargatibn by considering factors such as
estimated healthcare inflation, the utilizatiorheflthcare benefits and changes in the healtheof pdrticipants. Based on the Company’s
assessment of this data as of December 31, 204 @,dmpany increased its healthcare cost trenda@&% from 7.5% as of December 31,
2009. The Company expects the healthcare cost tedado reach its ultimate rate of 5% beginning®19.( These assumption changes v
reflected immediately in the benefit obligation amitl be amortized into net periodic benefit coster future periods.

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

Impact of a 1%

Amounts base( Impact of a 1% increase in the
healthcare cos
on current decrease in the
assumptions discount rate trend rate
2010 Net periodic benefit costs
Pension and SERP $ 71,94 $ 21,47 n/e
Postretirement healthca $ 39,07 $ 2,28¢ $ 1,29¢
2010 Benefit obligations
Pension and SERP $ 1,390,37. $ 216,22: n/e
Postretirement healthca $ 378,34 $  35,36¢ $  15,10(

This information should not be viewed as predicti¥éuture amounts. The calculation of pension, BBRind postretirement healthcare
obligations and costs is based on many factordditian to those discussed here. This informativoutd be considered in combination with
the information provided in Note 15 of Notes to Golidated Financial Statements.

Stock Compensation CostThe total cost of the Company’s shaeesed awards is equal to the grant date fair @du@ward multiplie
by the number of awards granted (adjusted for ftonfies). This cost is recognized as expense oragyhbt-line basis over the service periods
of the awards. Forfeitures are initially estimaltesged on historical Company information and subseilyiupdated over the life of the awards
to ultimately reflect actual forfeitures. As a ritsaohanges in forfeiture activity can influence tamount of stock compensation cost
recognized from period to period.

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

The valuation model uses historical data to esgnoation exercise behavior and employee termingtidbhe expected term of options
granted is derived from the output of the optiolusion model and represents the average peritichefthat options granted are expected to
be outstanding.
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The Company uses a weighted-average of histonmhiraplied volatility to determine the expectedatdity of its stock. The implied
volatility is derived from options that are actiyétaded and the market prices of both the tragetthios and underlying shares are measur
a similar point in time to each other and on a dessonably close to the grant date of the empleiak options. In addition, the traded
options have exercise prices that are both (a)}theamoney and (b) close to the exercise prich®ftmployee stock options. Finally, the
remaining maturities of the traded options on whrahestimate is based are at least one year.

Dividend yield was based on the Company’s expedteéidend payments and the risk-free rate was bagretie U.S. Treasury yield
curve in effect at the time of grant.

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

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

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

Contractual Obligations

A summary of the Company’s expected payments fprificant contractual obligations as of DecemberZ0 is as follows (in
thousands):

2011 2012 - 2013 2014 - 2015 Thereafter Total
Principal payments on de $1,484,26. $2,146,57 $1,084,84! $1,036,66! $5,752,35!
Interest payments on de 245,55. 366,23¢ 175,76t 167,38: 954,93°
Operating lease paymer 11,39¢ 16,08¢ 10,87 8,414 46,77¢

$1,741,21 $2,528,90: $1,271,49. $1,212,46 $6,754,07.

As described in Note 13 of Notes to ConsolidatewhRcial Statements, the Company classified $318l@mrelated to its unsecured
commercial paper and its Global Credit Facilitias defined in “Liquidity and Capital Resources”)@sg-term debt as of December 31, 2(
This amount is classified as long term becausestipported by the Global Credit Facilities aneigected to remain outstanding for an
uninterrupted period extending beyond one yeammliegly, the Company has assumed that this amailinte repaid in 2012.
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Interest obligations include the impact of intemagé hedges outstanding as of December 31, 2Atekt for floating rate instruments,
as calculated above, assumes December 31, 2050-eatain constant.

As of December 31, 2010, the Company had no mafariahase obligations other than those creatdlderordinary course of business
related to inventory and property, plant and eq@pnwhich generally have terms of less than 90.days

The Company has longrm obligations related to its pension, SERPA postretirement healthcare plans at December 31). ZDdring
2009, the Company contributed $233.2 million tqpigsision, SERPA and postretirement healthcare pmsdditional contributions were
required during 2010 beyond current benefit paysént SERPA and postretirement healthcare plandatmary 2011, the Company
contributed $200.0 million to further fund its pemsplans. The Company will evaluate additionaltdbations to further fund its pension
plans even though no additional pension plan doutions are required in 2011. The Company expégtglicontinue to make on-going
contributions related to current benefit paymentsSERPA and postretirement healthcare plans. Tdmepganys expected future contributic
to these plans are provided in Note 15 of NotgSdonsolidated Financial Statements.

As described in Note 14 of Notes to ConsolidatewhRcial Statements, the Company has unrecognixdukteefits of $69.8 million and
accrued interest and penalties of $26.2 millionfa3ecember 31, 2010. However, the Company caniadera reasonably reliable estimate
for the period of cash settlement for either th@.86nillion of liability for unrecognized tax betitsfor accrued interest and penalties of $26.2
million.

Off-Balance Sheet Arrangements

As part of its term asset-backed securitizatiorg@m prior to 2009, HDFS transferred retail motateyfinance receivables to a special
purpose bankruptcy-remote wholly-owned subsidi@he subsidiary sold the retail finance receivalbes securitization trust in exchange for
the proceeds from term asset-backed securitiesddsy the securitization trust. The term asset-®ddecurities, usually notes with various
maturities and interest rates, were secured bydutallections of the purchased retail installnfar@nce receivables. Activities of the
securitization trust were limited to acquiring iefemance receivables, issuing term asset-backedrities and making payments on securities
to investors. Due to the nature of the assetsihettie securitization trust and the limited natofr@&s activities, the securitization trusts were
considered QSPEs as defined under prior U.S. GAd\Rccordance with prior U.S. GAAP, assets andlitas of the QSPEs were not
consolidated in the financial statements of the gamy (see update below).

HDFS did not guarantee payments on the securgfged by the securitization trusts or the projectesth flows from the related finance
receivables purchased from HDFS. The Company’snedasecuritization interests, excluding servidiigipts, were subordinate to the
interests of securitization trust investors. Sunlestors had priority interests in the cash cdldest on the retail finance receivables sold to the
securitization trust (after payment of servicinggeand in the cash reserve account deposits.torgedo not have recourse to assets of HDFS
for failure of the obligors on the retail finanaxeivables to pay when due. Total investment mimetl securitization interests at
December 31, 2009 was $245.4 million. The secatitn trusts have a limited life and generally tevae upon final distribution of amounts
owed to the investors in the term asset-backedisiesu See Note 8 of Notes to Consolidated Firgr&fatements for further discussion of
HDFS’ term asset-backed securitization program.

As discussed in Note 1 of Notes to Consolidate@diéial Statements, the Company was required totaskyp guidance within ASC
Topics 810 and 860 as of January 1, 2010 requihiegonsolidation of qualifying special purposetes previously utilized for its off-
balance sheet term asset-backed securitizatiosactions.
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Commitments and Contingencies

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

Environmental Protection Agency Noti

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

Shareholder Lawsuits:

In re Harley-Davidson, Inc. Securities Litigatigras a consolidated shareholder securities clagmdatvsuit filed in the United States
District Court for the Eastern District of WisconsOn October 8, 2009, the judge granted defendanatson to dismiss, and the clerk of
court entered judgment dismissing the consolideteduit. No appeal was taken from the final judgtreard the dismissal of the case became
final. Subsequently, on March 18, 2010, a groumadividuals who appear to be inmates in a fedevalectional institution filed a motion to
intervene which was immediately dismissed by th&trigit Court because judgment had already beemezht®n April 5, 2010, two of the
individuals filed notices of appeal of the dismis€&n May 27, 2010, the Court of Appeals for the&gh Circuit dismissed the appeals for
failure to pay the required docketing fees. Theniisal of the action again became final.

In 2005, three shareholder derivative lawsuits viiged in the United States District Court for tBastern District of Wisconsin, and t\
shareholder derivative lawsuits were filed in Milvk@e County Circuit Court on July 22, 2005 and Noler 16, 2005, against some or all of
the following current or former directors and offis of the Company: Jeffrey L. Bleustein, Jamegiémer, James M. Brostowitz, Barry K.
Allen, Richard I. Beattie, George H. Conrades, duds. Green, Donald A. James, Sara L. Levinsony@b. Miles, Jr., James A. Norling,
James A. McCaslin, Donna F. Zarcone, Jon R. Flg&inGail A. Lione, Ronald M. Hutchinson, W. Kerim&utton, Jr. and John A. Hevey.
On November 24, 2009, all federal court derivaplaantiffs moved to voluntarily dismiss their lawtsuand all claims without prejudice. On
November 30, 2009, the federal court entered orgiensting the motions and dismissing the federaftoderivative lawsuits withot
prejudice. The remaining state court shareholdsge sterivative action (which was a consolidatiothef two lawsuits filed in Milwaukee
County Circuit Court) was dismissed in a hearingNmvember 29, 2010, and the dismissal became dimdianuary 24, 2011.

York Environmental Matters:

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

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

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

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

Product Liability Matters:

Additionally, the Company is involved in producthbility suits related to the operation of its biesis. The Company accrues for claim
exposures that are probable of occurrence andeagdsonably estimated. The Company also maintsnsance coverage for product
liability exposures. The Company believes thaadsruals and insurance coverage are adequate amatdduct liability will not have a
material adverse effect on the Company’s consaiifihancial statements.

Liquidity and Capital Resources as of December 32010

Over the longerm, the Company expects that its business moitledamtinue to generate cash that will allow ititwest in the busines
fund future growth opportunities and return valaehareholdersb) The Company believes the Motorsyaperations will continue to be
primarily funded through cash flows generated bgrafions. The Company’s Financial Services opearatimve been funded with unsecured
debt, unsecured commercial paper, an asset-bacdkeahercial paper conduit facility, committed unseclbank facilities and through the
term asset-backed securitization market.
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The Company'’s strategy is to maintain a minimunbaagflve months of its projected liquidity needs thgh a combination of cash and
marketable securities and availability under créattlities. The following table summarizes the Gumamy’s cash and marketable securities
availability under credit facilities as of Decemi&dr, 2010 (in thousands):

Cash and cash equivalel $1,021,93.
Marketable securitie 140,11¢
Total cash and cash equivalents and marketableises 1,162,05.
Global credit facilities® 553,65t
Asse-backed conduit facilit®) 600,00(
Total availability under credit facilitie 1,153,65!
Total $2,315,70

(a) $675.0 million of the Compar's total credit facilities is set to expire in Apr2011.
(b) The conduit facility is set to expire in SeptemI2011.

Although the Company believes it has obtained timelihg necessary to support HDFS’ operations fdr29 , the Company recognizes
that it must continue to adjust its business tangea in the lending environment. The Company irggnctontinue with a diversified funding
profile through a combination of short-term andgeierm funding vehicles and to pursue a varietgafrces to obtain cost-effective funding.
The Financial Services operations could be negstafected by higher costs of funding and the éased difficulty of raising, or potential
unsuccessful efforts to raise, funding in the stemn and long-term capital markes. These negativisequences could in turn adversely
affect the Company’s business and results of ojpaisitn various ways, including through higher sasit capital, reduced funds available
through its Financial Services operations to prevans to independent dealers and their retaibmeys, and dilution to existing
shareholders through the use of alternative sowfceapital.

The Company has longrm obligations related to its pension, SERPA jpostretirement healthcare plans at December 31). Z0dring
2009, the Company contributed $233.2 million tqpigsision, SERPA and postretirement healthcare pmsdditional contributions were
required during 2010 beyond current benefit paysént SERPA and postretirement healthcare plandatmary 2011, the Company
contributed $200.0 million to further fund its pemsplans. The Company will evaluate additionaltdbations to further fund its pension
plans even though no additional pension plan doutions are required in 2011. The Company expégtglicontinue to make on-going
contributions related to current benefit paymentsSERPA and postretirement healthcare plans. Tdmepganys expected future contributic
to these plans are provided in Note 15 of NotgSdonsolidated Financial Statements.

Cash Flow Activity

The following table summarizes the cash flow atfieif continuing operations for the years endedddawer 31, 2010, 2009 and 2008
(in thousands):

2010 2009 2008
Net cash provided by (used by) operating activ $1,163,41 $ 609,01 $ (608,029
Net cash provided by (used by) investing activi 145,43 (863,48 (294,87
Net cash (used by) provided by financing activi (1,856,09) 1,381,93 1,293,39
Effect of exchange rate changes on cash and casvadnts 4,94( 6,78¢ (20,357)
Net (decrease) increase in cash and cash equisaEobntinuing operatior $ (542,29) $1,134,24! $ 370,13

50



Table of Contents

Operating Activities

The increase in operating cash flow for 2010 comgao 2009 was due primarily to the classificatbthe Company’s retail lending
activities and favorable movements in working calpit

U.S. retail motorcycle finance receivables origataprior to June 28, 2009 were classified as heléséle based on the Company’s
intent to securitize these U.S. retail motorcyahamce receivables in off-balance sheet secuiibizatansactions under prior U.S. GAAP.
Accordingly, the origination and collection of tlee®tail finance receivables were components ofatjpey cash flows. The Company has not
conducted an off-balance sheet securitization dsimedirst quarter of 2008. At the end of the setqnarter of 2009, the Company made a
decision to structure subsequent securitizatiamsttations in a manner that would require “on-baasteet’accounting (i.e., the Company
longer had intent to sell at the date of originatidAs a result of that decision, the cash flowatesl to post-June 2009 retail lending activity
are included within the investing cash flow sectidnhe statement of cash flows.

Investing Activities

The Company’s investing activities consist primadf capital expenditures, net changes in finaeceivables and short-term
investment activity. Capital expenditures were $&87#8illion and $116.7 million during 2010 and 20@8spectively. Net changes in finance
receivables held for investment in 2010 reflectittieemental cash flows from finance receivabldd bg securitization trusts that were not
consolidated prior to January 1, 2010. The effettonsolidating formerly off-balance sheet QSPisdiscussed further in Note 1 of Notes
to Consolidated Financial Statements.

Financing Activities

The Company'’s financing activities consist primadf debt activity, dividend payments and sharairepases. As of December 31,
2010, there were 16.7 million shares remaining board-approved share repurchase authorizatiomddlitional board-approved share
repurchase authorization is in place to offsetaypéxercises.

The Company paid dividends of $0.40 per shareitg&94.1 million and $93.8 million during 2010 aP@09, respectively.

The Company'’s total outstanding debt consisteth@ffollowing as of December 31, 2010, 2009 and Z00&ousands):

2010 2009 2008

Global credit facilities $ 213,77: $ 448,04¢ $ 390,93:

Unsecured commercial paf 582,57 325,09¢ 1,416,44

Mediumr-term notes 1,897,77: 2,103,39i 1,607,50!
Senior unsecured not 303,00( 600,00( —

2,997,12; 3,476,54. 3,414,88

Asse-backed conduit facilit — — 500,00t
Term assebacked securitization de 2,755,23 2,159,58! —

Debt held by variable interest entiti 2,755,23 2,159,58! 500,00t

Total debt $5,752,35! $5,636,12! $3,914,88

In order to access the debt capital markets, thepgaay relies on credit rating agencies to assigntg€brm and long-term credit ratings.
Generally, lower credit ratings result in higherdowing costs and reduced access to debt capitddatsa A credit rating agency may change
or withdraw the Company’s ratings based on its
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assessment of the Company’s current and futuréyatailmeet interest and principal repayment oliiiyas. The Company’s short-term debt
ratings affect its ability to issue unsecured comuiaé paper. The Company’s short- and long-termt datings as of December 31, 2010 were
as follows:

Short-Term Long-Term Outlook
Moody's Pz Baal Negative
Standard & Poc's A2 BBB Stable
Fitch F2 BBB+ Stable

Global Credit Facilities- On April 29, 2010, the Company and HDFS entenéal &8 new $675.0 million 364-day credit facilityo
364-Day Credit Facility) to refinance and replack625.0 million 364-day credit facility, which maéd in April 2010. The 2010 364-Day
Credit Facility matures in April 2011. In connectiwith the 2010 364-Day Credit Facility, the Compamd HDFS also entered into a new
$675.0 million three-year credit facility agreemémtefinance and replace a $950.0 million threaryeedit facility agreement, which was set
to mature in July 2011. The new three-year credtility matures in April 2013. The 2010 364-Day (itd-acility and the new three-year
credit facility agreement (together, the Global d@r&acilities) bear interest at variable interedges, which may be adjusted upward or
downward depending on certain criteria, such aditratings. The Global Credit Facilities also regquhe Company to pay a fee based upon
the average daily unused portion of the aggregatendtments under the Global Credit Facilities. T3ebal Credit Facilities are committed
facilities and primarily used to support HDFS’ uageed commercial paper program.

At the end of 2009, the Company had $205.0 milbbnredit facilities debt related to the MV acqtitan and subsequent working
capital advances. In conjunction with the sale &f,the Company repaid all outstanding credit fagidlebt associated with MV.

Unsecured Commercial PaperSubject to limitations, HDFS could issue unsedw@mmercial paper of up to $1.35 billion as of
December 31, 2010. Outstanding unsecured commeager may not exceed the unused portion of theabIBredit Facilities. Maturities
may range up to 365 days from the issuance dat&3HbBtends to finance the repayment of unsecuredrercial paper as it matures by
issuing additional unsecured commercial papermutfh other means, such as borrowing under theaBtedit Facilities, borrowing under
its asset-backed commercial paper conduit fadlitgt term asset-backed securitizatidhs.

Medium-Term Notes The Company has the following medium-term notediéctively, the Notes) issued and outstanding at
December 31, 2010 (in thousands):

Rate

Principal Amount Issue Date Maturity Date
$ 400,00( 5.25% December 20C December 201
$ 500,00( 5.7%% November 200 December 201
$1,000,00( 6.8(% May 2008 June 201¢

The Notes provide for semi-annual interest paymantsprincipal due at maturity. At December 31,209DFS had $200.0 million of
5.00% medium-term notes outstanding which wereidi@cember 2010. In December 2010, the notes edtamd the principal and accrued
interest were paid in full. As a result, the Nateslonger include a fair value adjustment as therést rate swaps were related to that
particular medium-term note. At December 31, 2009 2008, the Notes included a fair value adjustmm@reasing the balance by $6.1
million and $9.7 million, respectively, due to irgst rate swap agreements designated as fair haliges. The effect of the interest rate swap
agreements is to convert the interest rate on ttoopaof the Notes from a fixed to a floating ratdyich is based on 3-month LIBOR.
Unamortized discounts on the Notes reduced thenbalby $2.2 million, $2.7 million and $2.2 millieh December 31, 2010, 2009 and 2008,
respectively.

Senior Unsecured Notesln February 2009, the Company issued $600.0aniltif senior unsecured notes in an underwrittegrioig.
The senior unsecured notes mature in February 20dsave an annual interest rate
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of 15%. The senior unsecured notes provide for semual interest payments and principal due at ritgtiDuring the first quarter of 2009,
the Company transferred the full $600.0 milliorpobceeds from the issuance of the notes to HDR@ni HDFS’ operations. As HDFS
diversified its debt structure through a combinaid actions during 2009, its funding profile impeal and allowed HDFS to transfer the full
$600.0 million of proceeds back to the Companymuthe fourth quarter of 2009.

During the fourth quarter of 2010, the Company repased $297.0 million of the $600.0 million seniosecured notes at a price of
$380.8 million. As a result of the transaction, @@mpany incurred a loss on debt extinguishme®B8&f2 million which also includes $1.4
million of capitalized debt issuance costs thatemeritten-off. The Company used cash on hand feréipurchase and the repurchased notes
were cancelled. By repurchasing the notes, the @ompill not incur interest expense of approximate45.0 million per year in 2011
through 2013 and $3.7 million in 2014.

Asset-Backed Commercial Paper Conduit FacilitPn September 10, 2010, the Company amended sradew its revolving asset-
backed conduit facility which provides for a tot@jgregate commitment of $600.0 million. At Decemikr2010, HDFS had no outstanding
borrowings under the conduit facility.

This debt provides for interest on outstanding @pal based on prevailing commercial paper ratek)J®OR plus a specified margin to
the extent the advance is not funded by a condanddr through the issuance of commercial papercdhduit facility also provides for an
unused commitment fee based on the unused pottidme dotal aggregate commitment of $600.0 millidhere is no amortization schedule;
however, the debt is reduced monthly as availablleations on the related finance receivable cetttare applied to outstanding principal.
Upon expiration of the conduit facility, any outsting principal will continue to be reduced monttilyough available collections. Unless
earlier terminated or extended by mutual agreermEHDFS and the lenders, as of December 31, 200canduit facility expires on
September 9, 2011.

Term Asset-Backed Securitization Delibn January 1, 2010, the Company adopted new gegdaithin ASC Topics 810 and 860 for
consolidating VIEs. As a result, the Company codsid the securitized U.S. retail motorcycle ficmneceivables, resulting in secured
borrowings, and other related assets and lialslitidated to the formerly unconsolidated QSPERénGompany’s consolidated financial
statements. The consolidation of the secured meteted to these VIEs resulted in a $1.89 billiecréase in securitization debt on January 1,
2010, the effective date of adoption.

During the fourth quarter of 2010, the Company éss$600.0 million of secured notes through a tessegbacked securitization
transaction. During 2009, the Company issued $BiHi6n of secured notes through four separate tesset-backed securitization
transactions that were consolidated in the Comgafiyancial statements due to the structure ofaghi@nsactions at the time of issuance.

For all of the term asset-backed securitizationgaations, the Company transferred U.S. retail nogtde finance receivables to
separate VIEs, which in turn issued secured netigls,various maturities and interest rates to inwess All of the notes held by VIEs are
secured by future collections of the purchased t&&il motorcycle finance receivables. The U.&itenotorcycle finance receivables
included in the term asset-backed securitizatiansactions are not available to pay other obligatar claims of the Company’s creditors
until the associated debt and other obligationsatisfied. Cash and cash equivalent balancesbiyetlde VIEs are used only to support the
securitizations. There is no amortization scheftui¢he secured notes; however, the debt is redoaetthly as available collections on the
related U.S. retail motorcycle finance receivalsiesapplied to outstanding principal. The secui@dsi contractual lives have various
maturities ranging from 2011 to 2018.

As of December 31, 2010, the assets of the VIEd€dt$3.65 billion, of which $3.36 billion of finaa receivables and $287.3 of cash
were restricted as collateral for the payment o76dillion secured notes. Approximately $751.3lionl of the obligations under the secured
notes were classified as current at December 30,2thsed on the contractual maturities of theiotst finance receivables.
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Intercompany Borrowing HDFS has a revolving credit line with the Comparhereby HDFS may borrow up to $210.0 million from
the Company at a market interest rate. As of Deeer@b, 2010, 2009 and 2008, HDFS had no outstarmbngwings owed to the Company
under this agreement.

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

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

The covenants limit the Company’s and HDFS’ ability
* incur certain additional indebtedne
e assume or incur certain lier
e participate in a merger, consolidation, liquidat@rdissolution; an
e purchase or hold margin stoc
Under the financial covenants of the Global Créditilities and the asset-backed commercial papsfdbfacility, the debt to equity
ratio of HDFS and its consolidated subsidiariesncaexceed 10.0 to 1.0 and HDFS must maintain aalwated tangible net worth of not
less than $500.0 million. In addition, the Compamyst maintain a minimum interest coverage rati@.@b6 to 1.0 for the fiscal quarter ended

December 31, 2010 and 2.5 to 1.0 for each fiscaitquthereafter. No financial covenants are reguimder the Notes or the Company’s
senior unsecured notes.

At December 31, 2010, 2009 and 2008, HDFS and tmepany remained in compliance with all of the ergttovenants.

Cash Flows from Discontinued Operations

Cash flows from discontinued operations consishefoperating and investing activities of MV. Durithe years ended December 31,
2010, 2009 and 2008, cash flows from discontinygtations were a net cash outflow of $72.3 milli®®1.3 million and $179.4 million,
respectively.

Cautionary Statements

The Company’s ability to meet the targets and etgtiens noted depends upon, among other facte<Ctmpany’s ability to:
0] execute its business strate
(i)  effectively execute the Compé’s restructuring plans within expected costs anéhtiry

(iii)  successfully achieve with the Company’s lalboions flexible and cost-effective agreementscmoenplish restructuring goals
and lon¢-term competitivenes:

(iv)  manage the risks that the Company’s independealers may have difficulty obtaining capitaldananaging through
unfavorable economic conditions and consumer den

(v)  manage supply chain issu
(vi) anticipate the level of consumer confidence indbenomy;
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(Vi)
(viii)
(ix)

)
(xi)
(xii)

(xiii)
(xiv)
(xv)
(xvi)
(xvii)
(xviii)

(xix)

(xx)

continue to have access to reliable sources ofaddpnding and adjust to fluctuations in the cafstapital;
manage the credit quality, the loan servicing asitéction activities, and the recovery rates of ¥’ loan portfolio;

continue to realize production efficienciestatproduction facilities and manage operatingsoscluding materials, labor and
overhead

manage production capacity and production char
provide products, services and experiences thatuareessful in the marketplac

develop and implement sales and marketingpkhat retain existing retail customers and atinaw retail customers in an
increasingly competitive marketplac

sell all of its motorcycles and related productd aervices to its independent deals
continue to develop the capabilities of its disitdr and dealer networ

manage changes and prepare for requiremeidgisiative and regulatory environments for itegarcts, services and
operations

adjust to fluctuations in foreign currency exchanafes, interest rates and commaodity prir
adjust to healthcare inflation and reform, pensiform and tax change
retain and attract talented employe

detect any issues with the Company’s motoleyor manufacturing processes to avoid delaygwmmodel launches, recall
campaigns, increased warranty costs or litigatiomt

implement and manage enterp-wide information technology solutions and secura dantained in those syster

In addition, the Company could experience delaydignuptions in its operations as a result of watdppages, strikes, natural causes,
terrorism or other factors. Other factors are dbsdrin “Risk Factors under Iltem 1A which includediscussion of additional risk factors and
a more complete discussion of some of the cautyostatements noted above. Many of these risk fa@m impacted by the current turbulent
capital, credit and retail markets and the Compmapility to adjust to them.

The Company'’s ability to sell its motorcycles aethted products and services and to meet its finhexpectations also depends on the
ability of the Company’s independent dealers tbiteemotorcycles and related products and senticestail customers. The Company
depends on the capability and financial capacitysahdependent dealers and distributors to deveta implement effective retail sales pl
to create demand for the motorcycles and relatedymts and services they purchase from the Company.

In addition, the Company'’s independent dealersdastrdibutors may experience difficulties in openatitheir businesses and selling
Harley-Davidson motorcycles and related productssarvices as a result of weather, economic camditor other factors.
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ltem 7A. Quantitative and Qualitative Disclosures About MarkRisk

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

The Company sells its products internationally Bnchost markets those sales are made in the forgigntry’s local currency. As a
result, the Company’s earnings can be affectedumjufations in the value of the U.S. dollar relatte foreign currency. The Company’s most
significant foreign currency risk relates to the&the Australian dollar and the Japanese yen Cdrapany utilizes foreign currency
contracts to mitigate the effect of the Euro, thest#halian dollar and the Japanese yen fluctuationsarnings. The foreign currency contracts
are entered into with banks and allow the Compargxthange a specified amount of foreign currencyJtS. dollars at a future date, based
on a fixed exchange rate. At December 31, 2010nthienal U.S. dollar value of outstanding Euro skalian dollar and Japanese yen fore
currency contracts was $270.9 million. The Compastymates that a uniform 10% weakening in the vafube U.S. dollar relative to the
currencies underlying these contracts would réswdtdecrease in the fair value of the contractsppiroximately $30.8 million as of
December 31, 2010. Further disclosure relatingpédfair value of derivative financial instrumergsncluded in Note 9 of the Notes to
Consolidated Financial Statements.

The Company'’s earnings are affected by changedeneist rates. HDFS utilizes interest rate swapsdace the impact of fluctuations
in interest rates on its debt and securitizatiangactions. HDFS also entered into derivative eatdrto facilitate its first quarter 2008
securitization. These derivatives, which hedgetadseld by a VIE, do not qualify for hedge accongtireatment. Changes in the fair value of
these derivatives are recognized in current pexardings within other income. As of December 31,(RHDFS had interest rate swaps
outstanding with a notional value of $173.2 millitiDFS estimates that a 10% decrease in intereest veould result in a $0.5 million
decrease in the fair value of the agreements.
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

The Company’s management is responsible for estabfj and maintaining adequate internal controt émancial reporting, as such
term is defined in Exchange Act Rules 13a-15(f)dehthe supervision and with the participation @fnagement, including the principal
executive officer and principal financial officenanagement conducted an evaluation of the effewisg of our internal control over financial
reporting based on the criteria establishebhiarnal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizations
of the Treadway Commission. Based on managemevdls&ion under the framework internal Control — Integrated Framework,
management has concluded that the Company’s intesn&rol over financial reporting was effectivea<December 31, 2010. Ernst &
Young LLP, an independent registered public acdagritrm, has audited the Consolidated Financiat&hents included in this Annual
Report on Form 10-K and, as part of its audit,ibaged an attestation report, included hereinheretfectiveness of the Company’s internal
control over financial reporting.

February 10, 2011

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

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

The Audit Committee of the Board of Directors hagiewed and discussed with management its assesefrtae effectiveness of the
Company’s internal control system over financiglaging as of December 31, 2010. Management hadubed that the internal control
system was effective. Additionally, the Companyiternal control over financial reporting as of Dexter 31, 2010 was audited by Ernst &
Young LLP, the Company’s independent registeredipalccounting firm for the 2010 fiscal year. Thed#ied financial statements of the
Company for the 2010 fiscal year were also revieamd discussed with management as well as witleseptatives of Ernst & Young LLP.
The Audit Committee has also discussed with Ern¥toting LLP, the matters required to be discusseAW\Section 380 of the Public
Company Accounting Oversight Board (PCAOB) AuditiBndards, other professional standards and tegul@quirements currently in
effect. The Audit Committee has received the wmittiésclosures and the letter from the independsgistered public accounting firm requi
by Rule 3526 of the PCAOB, as currently in effectd has discussed with representatives of Ernsbényg LLP the independence of Ernst &
Young LLP. Based on the review and discussionsmedgo above, the Audit Committee has recommenalélde Board of Directors that the
audited financial statements for the 2010 fiscaryee included in the Company’s Annual Report omFd0-K for the 2010 fiscal year.

February 10, 2011

Audit Committee of the Board of Directors

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

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

We have audited Harley-Davidson, Inc.’s internaitcol over financial reporting as of December 311@, based on criteria established
in Internal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizatidiiie Treadway Commission (the COSO
criteria). Harley-Davidson, Inc.’s management spansible for maintaining effective internal cohaer financial reporting, and for its
assessment of the effectiveness of internal cootret financial reporting included in the accompagyManagement’s Report on Internal
Control Over Financial Reporting. Our responsipiig to express an opinion on the Company’s infezaatrol over financial reporting based
on our audit.

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

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

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

In our opinion, Harley-Davidson, Inc. maintained ail material respects, effective internal contreér financial reporting as of
December 31, 2010, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the
consolidated balance sheets of Harlividson, Inc. as of December 31, 2010 and 2009itamnrelated consolidated statements of opera
shareholders’ equity and cash flows for each otlihee years in the period ended December 31, @DHarley-Davidson, Inc. and our report
dated February 24, 2011 expressed an unqualifisdoopthereon.

/sl Ernst & Young LLP
Milwaukee, Wisconsin
February 24, 2011
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsineets of Harley-Davidson, Inc. as of Decembe2310 and 2009, and the
related consolidated statements of operationsebbdders’ equity and cash flows for each of thedhyears in the period ended December 31,
2010. Our audits also included the financial staetnschedule listed in the index at item 15(a).sehfinancial statements and schedule ar
responsibility of the Company’s management. Oupaesibility is to express an opinion on these foiahstatements and schedule based on
our audits.

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

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢consolidated financial position of
Harley-Davidson, Inc. at December 31, 2010 and 2808 the consolidated results of its operatiombkitancash flows for each of the three
years in the period ended December 31, 2010, ifoomity with U.S. generally accepted accountingipiples. Also in our opinion, tF
related financial statement schedule, when conaitlier relation to the basic financial statemerksiaas a whole, presents fairly in all
material respects the information set forth therein

As discussed in Note 1 to the consolidated findrst&ements, on January 1, 2010, the Company elabitgymethod of accounting for
variable interest entities, including qualifyingesial-purpose entities, to conform with AccountBtgndards Codification Topic 810 and
Accounting Standards Codification Topic 860.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), Harley-
Davidson, Inc.’s internal control over financiapoeting as of December 31, 2010, based on critstablished itnternal Control —
Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission and our report datdaeey 24,
2011 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
Milwaukee, Wisconsin
February 24, 2011
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HARLEY-DAVIDSON, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
Years ended December 31, 2010, 2009 and 2008
(In thousands, except per share amounts)

2010 2009 2008
Revenue
Motorcycles and related produt $4,176,62 $4,287,13 $5,578,41.
Financial service 682,70¢ 494,77! 376,97(
Total revenue 4,859,33I 4,781,90! 5,955,38
Costs and expense
Motorcycles and related products cost of goods 2,749,22. 2,900,93. 3,647,27!
Financial services interest expel 272,48 283,63: 136,76:
Financial services provision for credit los: 93,11¢ 169,20t 39,55¢
Selling, administrative and engineering expe 1,020,37: 979,38 1,060,15.
Restructuring expense and asset impairr 163,50¢ 224.27! 12,47*
Goodwill impairment — 28,38’ —
Total costs and expens 4,298,70! 4,585,82 4,896,21
Operating incom: 560,63 196,08t 1,059,16
Investment incom 5,44; 4,25¢ 11,29¢
Interest expens 90,351 21,68( 4,54;
Loss on debt extinguishme 85,24 — —
Income before provision for income tay 390,46 178,66( 1,065,92
Provision for income taxe 130,80( 108,01 381,68t
Income from continuing operatiol 259,66 70,64 684,23!
Loss from discontinued operations, net of (113,129 (125,75) (29,517
Net income (loss $ 146,54! $ (55,116 $ 654,71
Earnings per common share from continuing operati
Basic $ 1.11 $ 0.3C $ 2.9z
Diluted $ 1.11 $ 0.3C $ 2.9z
Loss per common share from discontinued operat
Basic $ (@©4 $ (059 $ (013
Diluted $ (0.4¢) $ (0.5¢9) $ (0.19)
Earnings (loss) per common she
Basic $ 0.6% $ (0.29) $ 2.8C
Diluted $ 0.6z $ (0.29 $ 2.7¢
Cash dividends per common sh $ 0.4C $ 0.4C $ 1.2¢

The accompanying notes are an integral part of¢insolidated financial statements.
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HARLEY-DAVIDSON, INC.
CONSOLIDATED BALANCE SHEETS
December 31, 2010 and 2009
(In thousands, except share amounts)

ASSETS
Current asset:
Cash and cash equivalel
Marketable securitie
Accounts receivable, n
Finance receivables held for investment,
Restricted finance receivables held by variablerggt entities, ne
Inventories
Assets of discontinued operatic
Restricted cash held by variable interest ent
Deferred income taxe
Other current asse

Total current asse

Finance receivables held for investment,

Restricted finance receivables held by variablerggt entities, ne
Property, plant and equipment, |

Goodwill

Deferred income taxe

Other lon¢-term asset

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Accounts payabl

Accrued liabilities

Liabilities of discontinued operatiol

Shor-term debr

Current portion of lon-term debt

Current portion of lon-term debt held by variable interest entit
Total current liabilities

Long-term debt

Long-term debt held by variable interest entit
Pension liability

Postretirement healthcare liabili

Other lon¢-term liabilities

Commitments and contingencies (Note

Shareholder equity:
Series A Junior participating preferred stock, nisseec

Common stock, 338,260,456 and 336,800,970 shaesedsn 2010 and 2009, respectiv

Additional paic-in-capital
Retained earning
Accumulated other comprehensive i

Less:

Treasury stock (102,739,587 and 102,487,275 shm2&10 and 2009, respectively), at ¢

Total shareholde’ equity

2010 2009
$1,021,93: $ 1,630,43:
140,11¢ 39,68¢
262,38 269,37
1,080,43. 1,436,11.
699,02¢ —
326,44¢ 323,02¢
— 181,21:
288,88 —
146,41 179,68!
100,99: 282,42
4,066,62! 4,341,94
1,553,78. 3,621,04:
2,684,33I —
815,11: 906,90t
29,59( 31,40(
213,98¢ 177,50«
67,31: 76,71
$ 9,430,741 $9,155,51i
$ 225,34¢ $ 162,51!
556,67: 514,08
— 69,53¢
480,47 189,99¢
— 1,332,09.
751,29 —
2,013,78, 2,268,22.
2,516,65! 4,114,03
2,003,94. —
282,08! 245,33.
254,76: 264,47
152,65« 155,33
3,38¢ 3,36¢
908,05 871,10(
6,336,07 6,324,26!
(366,22 (417,89))
6,881,29: 6,780,83!
(4,674,42) (4,672,72)
2,206,86! 2,108,11:
$ 9,430,741 $ 9,155,51.

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

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2010, 2009 and 2008

(In thousands)

Net cash provided by (used by) operating activitiesontinuing operations (Note
Cash flows from investing activities of continuiogerations

Capital expenditure

Originations of finance receivabl

Collections on finance receivabl

Collection of retained securitization intere

Purchases of marketable securi

Sales and redemptions of marketable secul

Other, ne

Net cash provided by (used by) investing activiGésontinuing operation

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

Net cash (used by) provided by financing activibésontinuing operation
Effect of exchange rate changes on cash and casbatants of continuing operatiol
Net (decrease) increase in cash and cash equisaEobntinuing operatior

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

Net (decrease) increase in cash and cash equis

Cash and cash equivaler
Cash and cash equivaler beginning of periot
Cash and cash equivalents of discontinued opes— beginning of perioc
Net (decrease) increase in cash and cash equis
Less: Cash and cash equivalents of discontinuechtipes— end of perioc

Cash and cash equivaler end of perioc

2010 2009 2008
$1,163,41L $ 609,01( $ (608,029
(170,841 (116,749 (228,959
(2,252,53) (1,378,22) (608,62:)
2,668,96: 607,16t 448,99(
— 61,17( 93,74’
(184,365 (39,68%) —
84,217 — 2,54¢
— 2,83¢ (2,575
145,43 (863,48 (294,87
— 496,51 993,55
(200,00() — (400,00)
— 595,02 —
(380,75) — —
598,18" 2,413,19; —
(1,896,66) (263,085) —
30,57t (1,083,33) 761,06
(84E) (513,169 490,00(
77,65¢ (167,66 —
(94,14%) (93,807 (302,319
(1,70€) (1,920) (250,41()
3,767 17¢ 32(
7,84¢ 11 1,17¢
(1,856,091) 1,381,93 1,293,39
4,94 6,78¢ (20,357
(542,295 1,134,24 370,13
(71,079 (71,29 (75,02
(18,80%) (99,96%)
(1,199 (1,209) (4,439
(72,26%) (91,317 (179,430
$ (614,56)  $1,042,93 $ 190,70
$ 1,630,43; $ 568,89 $ 402,85
6,06: 24,66+ —
(614,562 1,042,93 190,70«
— (6,065 (24,669
$ 1,021,93; $ 1,630,43; $ 568,89

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

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
Years ended December 31, 2010, 2009 and 2008
(In thousands, except share amounts)

Balance December 31, 2007
Comprehensive incom
Net income
Other comprehensive income (los
Foreign currency translation adjustm:
Amortization of net prior service cost, net of taxd ($1,919'
Amortization of actuarial loss, net of taxes of ,&3D)
Pension and post-retirement plan funded statustadgnt, net
of taxes of ($203,48¢
Change in net unrealized gains (loss
Investment in retained securitization interests,afi¢ax
benefit of $10,25:
Derivative financial instruments, net of taxes $7,464)
Marketable securities, net of taxes of ($
Comprehensive incomr
Adjustment to apply measurement date provisiorSFAS No. 158,
net of taxes of ($6,88"
Dividends
Repurchase of common sta
401(k) match made with Treasury sha
Shar-based compensatic
Issuance of nonvested stc
Exercise of stock optior
Tax benefit of stock optior
Balance December 31, 2008

Comprehensive incom:
Net loss
Other comprehensive income (los
Foreign currency translation adjustm:
Amortization of net prior service cost, net of taxd ($1,576
Amortization of actuarial loss, net of taxes of ,GkED)
Pension and post-retirement plan funded statustadg@nt, net
of taxes of ($17,12€
Pension and post-retirement plan settlement artdibuent,
net of taxes of ($18,94.
Change in net unrealized gains (loss
Investment in retained securitization interests,afi¢axes
($7,619)
Derivative financial instruments, net of tax benefi
$1,184
Comprehensive incon
Adjustment to apply measurement date provisior8S# 115-2, net o
taxes of ($8,108
Dividends
Repurchase of common sta
401(k) match made with Treasury sha
Shar-based compensatic
Issuance of nonvested stc
Tax benefit of stock optior

Common Stock Additional
Other
comprehensive
Issued paid-in Retained Treasury
Shares Balance capital Earnings income (loss) Balance Total
335,211,20 $ 3,352 $ 812,22 $6,117,56' $ (137,259  $(4,420,39)  $2,375,49
— — — 654,71¢ — — 654,71t
— — — — (44,017 — (44,017)
— — — — 3,11¢€ — 3,11¢
— — — — 7,37¢€ — 7,37¢
— — — — (347,16Y — (347,16Y
— — — — (18,839) — (18,839)
— — — — 11,55¢ — 11,55¢
— — — — 76 — 76
266,82
— — — (11,199 2,62:¢ — (8,570)
_ — — (302,319 — = (302,319
_ _ _ — — (250,410 (250,410
— — 9,16¢ — — 2 9,16¢
— — 24,02: — — — 24,02:
384,76: 4 (4) — — — —
57,61¢ 1 1,17¢ — — — 1,17¢
— — 211 — — — 211
335,653,57 $ 3,351 $ 846,79t $6,458,77: $ (522,526  $(4,670,80)  $2,115,60:
— — — (55,11¢) — — (55,11¢)
— — — — 30,93: — 30,93:
— — — — 2,67¢ — 2,67¢
— — — — 11,76! — 11,76:
— — — — 29,111 — 29,11:
— — — — 32,191 — 32,197
— — — — 13,60( — 13,60(
— — — — (1,239) — (1,239
63,92¢
— — — 14,41 (14,419 — —
— — — (93,807 — — (93,807
_ _ _ — — (1,920) (1,920
— — 11,06¢ — — 2 11,06¢
— — 16,29: — — — 16,29:
1,147,39: 11 12) — — — —
— — (3,04¢) — — — (3,04¢)

The accompanying notes are an integral part ofdnsolidated financial statements.
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HARLEY-DAVIDSON, INC.

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (Co ntinued)
Years ended December 31, 2010, 2009 and 2008
(In thousands, except share amounts)

Balance December 31, 2009

Comprehensive incom
Net income
Other comprehensive income (los
Foreign currency translation adjustm:
Amortization of net prior service cost, net of taxd ($544)
Amortization of actuarial loss, net of taxes of 2$322)
Pension and post-retirement plan funded statustadg@nt, net
of taxes of ($7,056
Pension and post-retirement plan settlement antdituent,
net of taxes of ($911
Change in net unrealized gains (loss
Derivative financial instruments, net of tax benefi
$1,761
Marketable securities, net of tax benefit of ¢
Comprehensive incorr
Adjustment for consolidation of QSPEs under ASCi¢s@810 and 86
Dividends
Repurchase of common sta
Shar-based compensatic
Issuance of nonvested stc
Exercise of stock optior
Tax benefit of stock optior

Balance December 31, 2010

The accompanying notes are an integral part ofdmsolidated financial statements.

Common Stock Additional
Other
comprehensive
Issued paid-in Retained Treasury
Shares Balance capital Earnings income (loss) Balance Total

336,800,97 $ 3,36¢ $ 871,10( $6,324,26:! $ (417,899  $(4,672,72) $2,108,1L
— — — 146,54! — — 146,54!

— — — — 9,44¢ — 9,44¢

— — — — 92t — 92t

— — — — 20,94« — 20,94«

_ — — — 18,431 — 18,43:

— — — — 1,54¢ — 1,54¢
— — — — (2,972 — (2,972)
— — — — (1393 — (139)
194,73t
— — — (40,59)) 3,48: — (37,109)
— — — (94,14Y — — (94,14Y
— — — — — (1,70€) (1,70€)

— — 26,96 — — — 26,96
823,59: 8 (8) — — — —
635,89: 6 7,83¢ — — — 7,84t
— — 2,16: — — — 2,16
338,260,45 $ 3,382 $ 908,05! $6,336,07 $ (366,22)  $(4,674,42) $2,206,86!
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HARLEY-DAVIDSON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

Principles of Consolidation and Basis of Presemtat The consolidated financial statements includeattedunts of Harley-Davidson,
Inc. and its wholly-owned subsidiaries (the Compamcluding the accounts of the groups of compadi@ing business as Harley-Davidson
Motor Company (HDMC), Harley-Davidson Financial @ees (HDFS) and Buell Motorcycle Company (Budi)addition, certain variable
interest entities (VIES) related to secured finagare consolidated as the Company is the primamgficiary. All intercompany accounts a
transactions are eliminated.

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

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

During 2008, the Company acquired Italian motoreyobnufacturer MV Agusta (MV). On October 15, 200@, Company announced
its intent to divest MV and completed the sale of bh August 6, 2010. MV is presented as a discomtihoperation for all periods.

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

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

Marketable Securities The Company’s marketable securities consisteteofollowing (in thousands):

December 31 December 31
2010 2009
Available-for-sale:
Corporate bond $ 50,23: $ 39,68¢
U.S. Treasurie 89,88’ —
$ 140,11¢ $ 39,68¢

The Company'’s available-for-sale securities haveuntaes of less than one year and are carriediavilue with any unrealized gains
or losses reported in other comprehensive incormenB 2010, the Company recognized gross unrealaesks of $0.2 million, or $0.1
million net of tax, to adjust amortized cost torfadlue. As of December 31, 2009, fair value appnated carrying value and as such no
adjustment was required.

Accounts Receivable The Company’s motorcycles and related produesald to independent dealers and distributorddrithe U.S.
and Canada generally on open account and theirgstdteivables are included in accounts receivabiee Company’s Consolidated
Balance Sheets. The allowance for doubtful accodedsicted from total accounts receivable was $ilibn and $11.4 million as of
December 31, 2010 and 2009, respectively. Accaeusivable are written down once management detesthat the specific customer d
not have the ability to repay the balance in flle Company’s sales of motorcycles and relatedymtsdn the U.S. and Canada are financed
by the purchasing dealers or distributors throu@#8 and the related receivables are included anfie receivables held for investment in
the consolidated balance sheets.
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Finance Receivables, NetFinance receivables include both retail and wdaléefinance receivables held for investment, ndt a
restricted finance receivables held by VIEs, natafce receivables are recorded in the financ@éstents at historical cost net of an
allowance for credit losses. The provision for d@r&mbses on finance receivables is charged toimgsrnn amounts sufficient to maintain the
allowance for uncollectible accounts at a levet thadequate to cover losses of principal inheirettie existing portfolio. Portions of the
allowance for uncollectible accounts are specif@edover estimated losses on finance receivablesifegally identified for impairment. The
unspecified portion of the allowance covers est@dabsses on finance receivables which are coliglgtreviewed for impairment. Finance
receivables are considered impaired when managesegsimines it is probable that the Company wilubable to collect all amounts due
according to the terms of the loan agreement.

The retail portfolio primarily consists of a largamber of small balance, homogeneous finance rebleis. HDFS performs a periodic
and systematic collective evaluation of the adegudi¢he retail allowance. HDFS utilizes loss fastmodels which consider a variety of
factors including, but not limited to, historicabls trends, origination or vintage analysis, knawd inherent risks in the portfolio, the valur
the underlying collateral, recovery rates and auregonomic conditions including items such as yslegment rates. Retail finance
receivables are not evaluated individually for imnment prior to charge-off and therefore are nporéed as impaired loans.

The wholesale portfolio is primarily composed afjlebalance, non-homogeneous finance receivabiesCompany’s wholesale
allowance evaluation is first based on a loan-tanrlceview. A specific allowance is establishedviiolesale finance receivables determined
to be individually impaired when management conetuthat the borrower will not be able to make falyment of contractual amounts due
based on the original terms of the loan agreenTdm.impairment is determined based on the cashhbalompany expects to receive
discounted at the loan’s original interest rat¢éherfair value of the collateral, if the loan idlateral-dependent. In establishing the allowance,
management considers a number of factors incluttiegpecific borrower’s financial performance adl asg ability to repay. As described in
Financial Services Revenue Recognition, the acatiaterest on such finance receivables is disnaetd when the collection of the account
becomes doubtful. While a finance receivable issatgred impaired, all cash received is appliedriacfpal or interest as appropriate.

Finance receivables in the wholesale portfolio #ratnot considered impaired on an individual baséssegregated, based on similar
risk characteristics, according to the Companyterimal risk rating system and collectively evalddiar impairment. The related allowance is
based on factors such as the Compsupgst loan loss experience, current economic tiondias well as the value of the underlying celialt

Impaired finance receivables also include loanshhae been modified in troubled debt restructigiag a concession to borrowers
experiencing financial difficulty. Generally, it fee Companyg policy not to change the terms and conditiorfinaince receivables. Howev
to minimize the economic loss the Company may nyockftain impaired finance receivables in trouldetit restructurings. Total
restructured finance receivables are not significan

Repossessed inventory is recorded at the lowensifar net realizable value and is reclassifiethffmance receivables to other current
assets with any related loss recognized in thegdehiring which the asset was transferred. Repssdaesventory was $26.5 million and
$19.1 million at December 31, 2010 and 2009, rebyy.

Finance Receivables Held for Sald>rior to the second quarter of 2009, U.S. retailorcycle finance receivables intended for
securitization at origination were classified amfice receivables held for sale. These financévadues held for sale in the aggregate were
carried at the lower of cost or estimated fair ealiny amount by which cost exceeded fair value ae®unted for as a valuation adjustment
with an offset to other income. Cash flows reldteéfinance receivables held for sale were incluiderhsh flows from operating activities.
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Off-Balance Sheet Finance Receivables Securitizatid?rior to 2009, HDFS sold U.S. retail motorcyéiehce receivables through
securitization transactions that qualified for aguting sale treatment under prior U.S. GAAP. Unttlerterms of securitization transactions,
HDFS sold U.S. retail motorcycle finance receivalitea securitization trust utilizing the two-sfapcess described below. The securitization
trust issued notes to investors, with various nitgrand interest rates, secured by future catlastof purchased U.S. retail motorcycle
finance receivables. The proceeds from the issuahtte term assdiacked securities were utilized by the securitiratrust to purchase U
retail motorcycle finance receivables from HDFS.

Upon sale of the U.S. retail motorcycle financesieables to the securitization trust, HDFS receivash, recorded a gain or loss on the
transaction and also retained an interest in exz&sts flows, subordinated securities, and the tiyhéceive cash reserve account deposits in
the future, collectively referred to as “investmentetained securitization interests.” The investitnin retained securitization interests was
included with finance receivables held for investiie the consolidated balance sheets. The Compamyitinuing involvement in the
securitized U.S. retail motorcycle finance recelgalwas limited to its investment in retained s&aation interests and servicing rights.

The interest in excess cash flows reflected theega cash flows arising from U.S. retail motoreyfihance receivables sold to the
securitization trust less expected servicing fees]it losses and contracted payment obligationsdaw securitization trust investors. Key
assumptions in determining the present value gépted excess cash flows were prepayments, casdies and discount rate. The fair value
of the interest in excess cash flows was $77.4anitht December 31, 2009.

As part of the first quarter 2008 securitizaticamsaction, HDFS retained $54.0 million of the sdbmated securities issued by the
securitization trust. These securities had a statiedipal and fixed interest rate and were subratd#id to the senior securities within the
securitization trust. Fair value was determinedigisiiscounted cash flow methodologies. The faiueaf the retained subordinated securities
was $53.1 million as of December 31, 2009. Unreadligains on the subordinated securities recordether comprehensive income were
$0.05 million, or $0.03 million net of taxes, asidcember 31, 2009.

Reserve account deposits represented interestagazash deposits which collateralized the trustisges. The funds were not available
for use by HDFS until the reserve account balaegeseded thresholds specified in the securitizatgreements. The fair value of the res:
account deposits was $114.8 million at Decembe3@9.

HDFS retained servicing rights on the U.S. retatoncycle finance receivables that it had solch®gecuritization trust and received a
servicing fee. The servicing fee paid to HDFS wasstdered adequate compensation for the servioedded and was included in financial
services revenue as earned. HDFS earned $42.0mulfid $55.1 million from contractually specifiezhscing fees, late fees, and ancillary
fees during 2009 and 2008, respectively. Theseviees recorded in financial services revenue.

Gains or losses on off-balance sheet term ass&ebaecuritizations of U.S. retail motorcycle finarreceivables were recognized in
the period in which the sale occurred. The amoiitti@gain or loss depended on the proceeds reteive the original carrying amount of
the transferred U.S. retail motorcycle finance nestdles, allocated between the assets sold anethimed interests based on their relative
values at the date of transfer.

The investment in retained securitization intergsis measured in the same manner as an investmeeli securities that is classified
as available-for-sale as defined by ASC Topic 3R®estments — Debt and Equity Securities” (ASC iEdg0). As such, the investment in
retained securitization interests was recordediatvfilue and periodically reviewed for impairméevarket quotes of fair value are generally
not available for retained interests; therefore A3estimated fair value based on the present wdlfigure expected cash flows using HDFS’
best estimates of key assumptions for credit loggepayments and discount rates that, in
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management’s judgment, reflected the assumptiomkatpdace participants would use. If the fair vatiehe investment in retained
securitization interests was less than the amatitost, an unrealized loss existed which indicétatithe investment was other-than-
temporarily impaired.

HDFS utilized a two-step process to transfer Uegil motorcycle finance receivables to a secwiitn trust. U.S. retail motorcycle
finance receivables were initially transferred tgpacial purpose, bankruptcy remote, wholly-ownduasaliary which in turn sold the U.S.
retail motorcycle finance receivables to the seization trust. The securitization trust was funaeth cash obtained through the issuance of
the term asset-backed securities. HDFS surrendergdol of retail finance receivables sold to teewgitization trust. Securitization
transactions were structured such that: (1) traresleassets were isolated from HDFS by being pegumptively beyond the reach of HDFS
and its creditors, even in bankruptcy or other iresrship; (2) each holder of a beneficial intelieshe securitization trust had the right to
pledge or exchange their interest; and (3) HDFhdidmaintain effective control over the transfdrassets through either (a) an agreement
that both entitled and obligated HDFS to repurclmsedeem the transferred assets before theirrityatther than for breaches of certain
representations, warranties and covenants reladitfie transferred assets, or (b) the ability titaterally cause the holder to return specific
assets, other than through a customary cleanup call

Activities of the securitization trust were limitéa acquiring U.S. retail motorcycle finance reediles, issuing term asset-backed
securities, making payments on securities to iresind other activities permissible under prid8.UsAAP. Securitization trusts had a
limited life and generally terminated upon finastibution of amounts owed to the investors intdren asset-backed securities. Historically,
the life of securitization trusts that purchase8.Uetail motorcycle finance receivables from HDEroximated four years.

HDFS did not guarantee payments on the securggeed by the securitization trusts or the projecteh flows from the U.S. retail
motorcycle finance receivables purchased from HDH&. Company’s retained securitization interestslugling servicing rights, were
subordinate to the interests of securitizationttrgestors. Such investors had priority inter@sthe cash collections on the U.S. retalil
motorcycle finance receivables sold to the seaatitbn trust (after payment of servicing fees) anthe cash reserve account deposits.
Investors also did not have recourse to the as$&t®FS for failure of the obligors on the retaildnce receivables to pay when due.

Due to the overall structure of the securitizati@nsaction, the nature of the assets held byebersization trust and the limited nature
of its activities, the securitization trusts weamsidered qualifying special purpose entities (Q§PAccordingly, gain or loss on sale was
recognized upon transfer of retail finance recdesibo a QSPE and the assets and liabilities o ¥BBEs were not consolidated in the
financial statements of HDFS. See Note 7 for furtliscussion of HDFS’ securitization program.

As discussed later under New Accounting StandanésCompany was required to adopt new guidancedagpthe consolidation of
off-balance sheet QSPEs.

Asset-Backed FinancingHDFS participates in asset-backed financing tiindooth term asset-backed securitization trangastmd its
asset-backed commercial paper conduit facilityodth types of asset-backed financing programs, H&&fers U.S. retail motorcycle
finance receivables to a consolidated special pagntity (SPE) while retaining the servicing riglfach SPE then converts those assets int
cash, through the issuance of debt. These SPE®asalered VIEs under U.S. GAAP. HDFS is requieddnsolidate any VIEs in which it
deemed to be the primary beneficiary through hapimger over the significant activities of the entind having an obligation to absorb
losses or the right to receive benefits from thE Which are potentially significant to the VIE.

HDFS is considered to have the power over the figmit activities of its term asset-backed seaation and asset-backed commercial
paper conduit facility VIEs due to its role as segv. Servicing fees are typically not considereteptially significant variable interests in a
VIE. However, HDFS retains a residual interestia YIEs in the form of a debt security, which givéSFS the right to receive benefits that
could be potentially
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significant to the VIE. Therefore, the Companyhie primary beneficiary and consolidates all ofjtEs within its consolidated financial
statements. Servicing fees paid by VIEs to HDFSetineinated in consolidation and therefore no lamgeorded on a consolidated basis.

HDFS is not required, and does not currently inteéagbrovide any additional financial support ®MIEs. Investors and creditors only
have recourse to the assets held by the VIEs.

The Company’s VIEs have been aggregated on thaedmkheet due to the similarity of the nature efdhksets involved as well as the
purpose and design of the VIEs.

Inventories- Inventories are valued at the lower of cost orketa Substantially all inventories located in theited States are valued
using the last-in, first-out (LIFO) method. Othevéntories totaling $153.4 million at December 2210 and $141.9 million at December 31,
2009 are valued at the lower of cost or marketgittie first-in, first-out (FIFO) method.

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

Goodwill- Goodwill represents the excess of acquisition gesr the fair value of the net assets purchaseddwill is tested for
impairment, based on financial data related tad¢perting unit to which it has been assigned, agtlannually or whenever events or changes
in circumstances indicate that the carrying valasy mot be recoverable. The impairment test invobaaparing the estimated fair value of
the reporting unit associated with the goodwilitsocarrying amount, including goodwill. If the eging amount of the reporting unit exceeds
its fair value, goodwill must be adjusted to itgiied fair value. During 2010, the Company testsdypodwill balances for impairment and
adjustments were recorded to goodwill as a reduliase reviews. During 2009, the Company testeddbdwill balances for impairment; ¢
Note 5 for additional discussio

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

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

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

71



Table of Contents

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

2010 2009 2008
Balance, beginning of peric $ 68,04« $ 64,54: $ 70,52:
Warranties issued during the per| 36,78¢ 51,33¢ 52,64t
Settlements made during the per (58,067 (74,027) (71,737
Recalls and changes to -existing warranty liabilitie 7,372 26,187 13,11:
Balance, end of peric $ 54,13 $ 68,04+ $ 64,54

The liability for safety recall campaigns was $81llion, $6.7 million and $4.6 million at Decemb&t, 2010, 2009 and 2008,
respectively.

Derivative Financial Instruments The Company is exposed to certain risks such @&igioicurrency exchange rate risk, interest rate
and commodity price risk. To reduce its exposursutch risks, the Company selectively uses derigdthancial instruments. All derivative
transactions are authorized and executed pursoaegtlarly reviewed policies and procedures, wipiakhibit the use of financial instrume
for speculative trading purposes.

All derivative instruments are recognized on thiabee sheet at fair value (see Note 9). In accarlarith ASC Topic 815,Derivatives
and Hedging,” the accounting for changes in thevaliue of a derivative instrument depends on wéreitthas been designated and qualifies
as part of a hedging relationship and, furtherthentype of hedging relationship. Changes in tiveviglue of derivatives that are designated as
fair value hedges, along with the gain or losshenhtedged item, are recorded in current periodmgsnFor derivative instruments that are
designated as cash flow hedges, the effectiveguodi gains and losses that result from changéseifiair value of derivative instruments is
initially recorded in other comprehensive incomé&0and subsequently reclassified into earningsnithe hedged item affects income. The
Company assesses, at both the inception of eadelsetl on an on-going basis, whether the derivativat are used in its hedging
transactions are highly effective in offsetting wgas in cash flows of the hedged items. Any indffegportion is immediately recognized in
earnings. No component of a hedging derivativerumséent’s gain or loss is excluded from the assessofehedge effectiveness. Derivative
instruments that do not qualify for hedge accountire recorded at fair value and any changesiivédile are recorded in current period
earnings. Refer to Note 11 for a detailed desaniptif the Company’s derivative instruments.

Motorcycles and Related Products Revenue Recogritiales are recorded when products are shippetidtegale customers
(independent dealers and distributors) and owngiishiransferred. The Company may offer sales iteeprograms to both wholesale and
retail customers designed to promote the sale ¢broycles and related products. The total costhege programs are generally recognize
revenue reductions and are accrued at the latbeafate the related sales are recorded or thdldatacentive program is both approved and
communicated.

Financial Services Revenue Recognitioimterest income on finance receivables is reabedeearned and is based on the average
outstanding daily balance for wholesale and re¢aiéivables. Accrued and uncollected interestassified with finance receivables. Certain
loan origination costs related to finance receigabincluding payments made to dealers for cer&ail loans, are deferred and amortized
over the estimated life of the contract.

Retail finance receivables are contractually deleng if the minimum payment is not received byspecified due date. Retail finance
receivables are generally charged-off at 120 dapsractually past due. All retail finance receivabhccrue interest until either collected or
charged-off. Accordingly, as of December 31, 2040 2009, all retail finance receivables are accadifitr as interest-earning receivables.
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Wholesale finance receivables are delinquent iftih@mum payment is not received by the contractiuel date. Interest continues to
accrue on past due finance receivables until the tthe finance receivable becomes doubtful andinla@ce receivable is placed on non-
accrual status. HDFS will resume accruing inteoesthese accounts when payments are current angaaihe terms of the loans and future
payments are reasonably assured. While on non-acstatus, all cash received is applied to prinaypanterest as appropriate. Wholesale
finance receivables are written down once managedetarmines that the specific borrower does nee ke ability to repay the loan in full.

Insurance commissions and commissions on the $able¢@ended service contracts are recognized whetraaiually earned. Deferred
revenue related to extended service contracts W&g $nillion and $14.6 million as of December 321Q and 2009, respectively.

Research and Development Expensé&xpenditures for research activities relatingroduct development and improvement are
charged against income as incurred and includedimglling, administrative and engineering expensdhe consolidated statement of
operations. Research and development expenseshh@se? million, $143.1 million and $163.5 millioarf2010, 2009 and 2008, respectiv

Advertising Costs- The Company expenses the production cost of tsivey the first time the advertising takes platdvertising costs
relate to the Company’s efforts to promote its piid and brands through the use of media. Durid®2P009 and 2008, the Company
incurred $75.8 million, $80.2 million and $89.2 haih in advertising costs, respectively.

Shipping and Handling CostsThe Company classifies shipping and handlingscasta component of cost of goods sold.

Share-Based Award Compensation Cesthe Company recognizes the cost of its shased awards in its statement of operations
total cost of the Company’s equity awards is edqoidheir grant date fair value and is recognizedxgsense on a straight-line basis over the
service periods of the awards. The total cost @@bmpany’s liability for cash-settled awards isa&do their settlement date fair value. The
liability for cash-settled awards is revalued epehiod based on a recalculated fair value adjustedested awards. Total share-based award
compensation expense recognized by the CompanygiR@10, 2009 and 2008 was $30.4 million, $17.6ioniland $24.5 million,
respectively, or $19.2 million, $11.0 million andi553 million net of taxes, respectively.

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

New Accounting Standards
Additional Finance Receivables and Allowance foedif Losses Disclosurt

In July 2010, the FASB issued Accounting Standaiddate (ASU) No. 2010-20, “Disclosures about thedtrQuality of Financing
Receivables and the Allowance for Credit LossesSUANo. 2010-20 amends the guidance with ASC Top@; 3Receivables” to facilitate
financial statement users’ evaluation of (1) theureof credit risk inherent in the entity’s poitéoof financing receivables; (2) how that risk
is analyzed and assessed in arriving at the allogvéor credit losses; and (3) the changes and msdso those changes in the allowance for
credit losses. The amendments in ASU No. 201029 raquire an entity to provide additional disclesusuch as a rollforward schedule of
the allowance for credit losses on a portfolio segtiasis, credit quality indicators of financiegeivables and the aging of past due
financing receivables. The Company was requireatitapt a portion of ASU No. 2010-20 as of Decemlder2810 with the remainder as of
January 1, 2011; please refer to Note 6 for furtligcussion.
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Consolidation of Off-Balance Sheet Special Purpfisties

In June 2009, the Financial Accounting Standardsr8¢FASB) issued Statement of Financial AccounStandards (SFAS) No. 166,
“Accounting for Transfers of Financial Assets, anemdment of FASB Statement No. 140.” SFAS No. I8éreded the guidance within
Accounting Standards Codification (ASC) Topic 86lransfers and Servicing,” primarily by removingethoncept of a qualifying special
purpose entity as well as removing the exceptiomfapplying FASB Interpretation No. 46(R), “Conslaliion of Variable Interest Entities.”
Upon the effective adoption date, former QSPEsefimeld under prior U.S. GAAP had to be evaluatecdtémsolidation within an entity’s
financial statements. Additionally, the guidancéhivi ASC Topic 860 requires enhanced disclosuresitahe transfer of financial assets as
well as an entity’s continuing involvement, if amy transferred financial assets. In connectiomugtrm asset-backed securitization
transactions prior to 2009, HDFS utilized QSPEdeftmed under prior U.S. GAAP which were not subjeaconsolidation in the Company’s
financial statements.

In June 2009, the FASB issued SFAS No. 167, “Ameztmto FASB Interpretation No. 46(R).” SFAS No7Hnended the guidance
within ASC Topic 810, “Consolidations,” by addingrinerly off-balance sheet QSPEs to its scope (@ineept of these entities was
eliminated by SFAS No. 166). In addition, compamiasst perform an analysis to determine whethectimpany’s variable interest or
interests give it a controlling financial inter@sta variable interest entity (VIE). Companies maisb reassess on an ongoing basis whether
they are the primary beneficiary of a VIE.

Effects of Adoption on January 1, 2010

The Company was required to adopt the new guidasittén ASC Topic 810 and ASC Topic 860 as of Jaguar2010. The Company
determined that the formerly unconsolidated QSPBsHDFS utilized were VIEs, of which the Compargswthe primary beneficiary, and
consolidated them into the Company'’s financialestents beginning January 1, 2010. In accordand¢eASC Topic 810, the Company
measured the initial carrying values of the asaetkliabilities of the VIEs by determining what #ieovalues would have been on January 1,
2010 as if the new guidance had been in effect vitheiCompany first met the conditions as the prynteneficiary. The CompanyVIEs are
discussed in further detail in Note 7.

The initial adoption of the new accounting guidangthin ASC Topic 810 and ASC Topic 860 did not imepthe Company’s statement
of operations. The following table summarizes tfieats on the Company’s balance sheet of adoptisghew guidance within ASC Topic
810 and ASC Topic 860 on January 1, 2010 (in thodsg

As of Effect of As of

December 31, 200 consolidation January 1, 201(
Finance receivables held for investm $ 4,961,89 $1,922,83 $ 6,884,72
Allowance for finance credit loss® $ (150,087 $ (49,429 $ (199,509
Investment in retained securitization intere® $ 245,35( $ (245,35() $ —
Restricted cash held by variable interest ent® $ — $ 198,87: $ 198,87:
Other current asse® $ 462,10t $ 40,22 $ 502,33
Accrued liabilities $ (514,08, $ (11,95 $ (526,03
Long-term debi $ (5,446,13) $(1,892,31) $ (7,338,44)
Retained earninc $ (6,324,26) $ 40,59 $ (6,283,67)
Accumulated other comprehensive I $ 417,89¢ $ (3,489 $  414,41!

(1) These three lines items were reported togethenasde receivables held for investment, net poaianuary 1, 201(
(2) At December 31, 2009, the Company had $167llfombf restricted cash related to its 2009 onalpake sheet term-asset backed securitization tramsa@nd its asset-backed
commercial paper conduit facility. These amountseweported within Other current assets as of Déegr@l, 2009
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Financial Statement Comparability to Prior Periods

The new accounting guidance within ASC Topic 818 ASC Topic 860 is adopted on a prospective b&sisr periods have not been
restated and therefore will not be comparable ¢cctirrent period as discussed below.

Under the new accounting guidance, the Companygrigzation transactions are considered securecbimngs rather than asset sales.
Beginning in 2010, the Company recognizes intérestme and credit losses on the previously uncdatheteld securitized receivables and
interest expense on the related debt. The Compatgtement of operations no longer includes incfsome securitizations which consisted
an initial gain or loss on new securitization traet®ons, income on the investment in retained stzation interests and servicer fees. In
addition, the Company no longer incurs chargesadlto other-than-temporary impairments on its #went in retained securitization
interests as that asset has been derecognized.

Finance receivables consolidated as part of thptamoof the new accounting guidance, as well aarfce receivables securitized as
of the Company’s 2009 on-balance sheet securitizdatansactions and finance receivables restriacserbllateral under the Company’s asset-
backed commercial paper conduit facility, are régabon the Compang’balance sheet as restricted finance receivabldsdr investment b
VIEs. Prior to the adoption of the new accountingdgnce, finance receivables held by VIEs werelidet! in finance receivables held for
investment. In addition, finance receivable seaiton debt is now reported as debt held by VIEs.

Historically, U.S. retail motorcycle finance recabtes intended for securitization through off-baksheet securitization transactions
were initially classified as finance receivable&tfer sale. Accordingly, all of the related castws were classified as operating cash flow
the statement of cash flows. After the adoptiothefnew guidance within ASC Topic 810 and ASC T@&#0, all retail finance receivables
are considered held for investment, as the Compasythe intent and ability to hold the finance nemigles for the foreseeable future, or until
maturity. The adoption guidance within ASC Topi®&ind ASC Topic 860 requires the Company to agpystandards on a prospective
basis as if they had always been in effect. Thegetbhe Company has classified post-January 1, 2840 flows related to all of its retail
motorcycle finance receivables as investing cashdlin the statement of cash flows.

2. Additional Balance Sheet and Cash Flow Informtion

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

Balance Sheet Information:
Inventories, net (in thousand:

2010 2009
Components at the lower of FIFO cost or ma
Raw materials and work in proce $100,08: $104,64:
Motorcycle finished good 158,42! 168,00:
Parts and accessories and general mercha 101,97! 84,82
Inventory at lower of FIFO cost or marl 360,48: 357,46t
Excess of FIFO over LIFO co (34,036 (34,43)

$326,44t¢ $323,02¢

Inventory obsolescence reserves deducted from EtiSDwere $34.2 million and $34.7 million as of Bexer 31, 2010 and 2009,
respectively.
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Property, plant and equipment, at cost (in thousgn

2010 2009
Land and related improvemer $ 59,61! $ 59,92
Buildings and related improvemet 477,93! 474,89:
Machinery and equipme 2,068,84. 2,311, 77
Construction in progres 165,54¢ 112,49
2,771,93 2,959,09i
Accumulated depreciatic (1,956,82) (2,052,189
$ 815,11 $ 906,90t
Accrued liabilities (in thousands
2010 2009
Payroll, performance incentives and related expe $199,40¢  $137,52:
Restructuring reserve 35,23¢ 67,71:
Warranty and recall 54,13 68,04«
Sales incentive progran 35,76: 62,20¢
Tax-related accrual 63,11¢ 16,03¢
Fair value of derivative financial instrumel 20,08t 16,29:
Other 148,93! 146,26

$556,67.  $514,08:

Components of accumulated other comprehensiveriessf tax (in thousands):

2010 2009
Cumulative foreign currency translation adjustrr $ 55,55! $ 46,10:
Unrealized loss on investment in retained secatitin interes — (3,489
Unrealized net loss on derivative financial insteunts (11,919 (8,940
Unrealized net loss on marketable secur (139 —
Unrecognized pension and postretirement healtHedodities (409,729 (451,57)

$(366,227) $(417,899
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Cash Flow Information:

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

thousands):

Cash flows from operating activitie
Net income (loss
Loss from discontinued operatio
Income from continuing operatiol
Adjustments to reconcile net income to net caskigenl by operating activitie:
Depreciatior
Amortization of deferred loan origination co
Amortization of financing origination fee
Provision for employee lol-term benefits
Contributions to pension and postretirement p
Stock compensation exper
Loss on of-balance sheet securitizatic
Net change in wholesale finance receival
Origination of retail finance receivables held $ate
Collections on retail finance receivables held<ale
Proceeds from securitization of retail finance realgles
Impairment of retained securitization intere
Lower of cost or fair market value adjustment arafice receivables held
for sale
Provision for credit losse
Loss on debt extinguishme
Pension and postretirement healthcare plan cueaiimnd settlement
expense
Goodwill and other impairmen
Deferred income taxe
Foreign currency adjustmer
Other, ne
Changes in current assets and liabilit
Accounts receivable, n
Finance receivable- accrued interest and ott
Inventories
Accounts payable and accrued liabilit
Restructuring reserve
Derivative instrument
Other
Total adjustment

Net cash provided by (used by) operating activibesontinuing operation

Cash paid during the period for interest and inctemes (in thousands):

Interest
Income taxe:

77

2010 2009 2008
$ 146,54 $ (55119  $ 654,71
(113,129 (125,75) (29,51)
259,66¢ 70,641 684,23!
255,17 246,34 220,75!
87,22: 66,77¢ 38,22:
19,61¢ 27,14¢ 4,517
79,63( 80,381 76,42t
(39,39)) (233,22 (19,517
30,43 17,57¢ 24,47:
— — 5,37(
81,52 332,16° 99,37:
— (1,180,46) (2,788,46)
— 919,20 507,10
— — 467,72
— 45,37 41,40:
— 5,89t 37,76«
93,11¢ 169,20¢ 39,55¢
85,24’ — —
31,82 37,81« —
— 46,411 —
(17,597 6,931 (46,729
(21,48() (22,239 2,89:
11,91( 9,66¢ 15,75¢
2,90¢ 8,80¢ 2,71(
10,08: (3,360) (7,149
2,51¢ 85,47: (42,267)
215,01 (201,195 45,99¢
(32,477 65,98¢ 2,14¢
5,33¢ 4,711 (11,96%)
3,13¢ 2,97¢ (8,377)
903,74 538,36 (1,292,26)
$1,163,41 $  609,01( $ (608,029
2010 2009 2008
$346,85! $336,45.  $128,00
$ 47,08: $123.23;  $413,99
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Interest paid represents interest payments of H@eBuded in financial services interest expense) iaterest payments of the
Company (included in interest expense).

Non-cash investing activity during the period (iotisands):

2010 2009 2008
Investment in retained securitization interest&nezd in connection with securitizations during yiear $— $— $87,17:

3. Discontinued Operations

In August 2008, the Company purchased privatelg-ftalian motorcycle maker MV Agusta (MV). The Coamy acquired 100 percent
of MV shares for total consideration of €68.3 mifli($105.1 million), which included the satisfactiof existing bank debt for €47.5 million
($73.2 million).

In October 2009, the Company unveiled a new busietategy to drive growth through a focus of éff@nd resources on the unique
strengths of the Harley-Davidson brand and to eoég@noductivity and profitability through continu®improvement. The Company’s Board
of Directors approved and the Company committethiéadivestiture of MV as part of this strategy. Tempany engaged a third party
investment bank to assist with the marketing amhel sgaMV.

On August 6, 2010, the Company concluded its sald\bto MV Augusta Motor Holding S.r.l.,, a compagpntrolled by the former
owner of MV. Under the agreement relating to the,§d) the Company received nominal consideraitiarturn for the transfer of MV and
related assets; (2) the parties waived their resedghts under the stock purchase agreemenbtra documents related to the Company’s
purchase of MV in 2008, which included a waivetta former owner’s right to contingent earn-outsideration; and (3) the Company
contributed 20.0 million Euros to MV as operatirgpital.

The following table summarizes the net revenueitaxdoss, net loss and loss per common share disoontinued operations for the
periods noted (in thousands except per share asjount

Twelve months ended August 8, 2008 -

December 31, 201 December 31, 20C December 31, 20C

Revenue $ 48,56 $ 56,72¢ $ 15,89:
Loss before income taxi $ (131,039 $ (165,38) $ (31,944
Net loss $ (113,129 $ (125,75) $ (29,517
Loss per common sha $ (0.4¢) $ (0.59) $ (0.19)

During 2010, the Company incurred a $131.0 millwe-tax loss from discontinued operations, or $118illion net of tax. Included in
the 2010 operating loss were impairment charg&i 1.8 million, or $90.2 million net of tax, whichpresented the excess of net book value
of the held-for-sale assets over the fair value $&dling costs. The impairment charges consist&32.3 million accounts receivable
valuation allowance; $25.2 million inventory valioat allowance; $26.9 million fixed asset impairme$it5.8 million intangible asset
impairment; $2.6 million other asset valuation aimce; and $9.0 million of currency translationuatiinent. As a result of these impairment
charges, the Company only incurred an immatergd tn the date of sale, which is included in losmfdiscontinued operations, net of tax,
during the year ended December 31, 2010.

During 2009, the Company recorded an impairmentgehaf $115.4 million which represented the exa#sset book value of the held-
for sale assets over the fair value less sellirggscd he impairment charge is included in loss fdisecontinued operations and consisted of
$85.5 million goodwill impairment, $19.8 milliondgd asset impairment and $10.1 million intangitdsed impairment.
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The effective tax rate for discontinued operatidngng 2010, 2009 and 2008 was 13.7%, 24.0% ar¥,#&spectively. At
December 31, 2010, the Company had a reserve 05 $dilion related to uncertain tax benefits asate with discontinued operations that
was included within accrued liabilities. At DecemiB&, 2009, the reserve related to uncertain tavefits associated with discontinued
operations amount was $26.0 million.

As of August 6, 2010, assets of discontinued ofmrathat were sold consisted of $0.6 million af@mts receivable, net; $3.6 million
of inventories; and $14.3 million of other asséts.of August 6, 2010, liabilities of discontinuegerations that were sold consisted $41.7
million of accounts payable and accrued liabilitesl $16.6 million of other liabilities.

4. Restructuring Expense and Other Impairments
2010 Restructuring Plan

In September 2010, the Company’s unionized empbgeés facilities in Milwaukee and Tomahawk, Wiassin ratified three separate
new seven-year labor agreements which take effie&pril 2012 when the current contracts expire. b contracts are similar to the labor
agreement ratified at the Company’s York, Penngybvéacility in December 2009 and allow for simifxibility and increased production
efficiency. Once the new contracts are implemertteglproduction system in Wisconsin, like York, hiflclude the addition of a flexible
workforce component.

After taking actions to implement the new ratiflabor agreements (2010 Restructuring Plan), thegaomexpects to have about 700
full-time hourly unionized employees in its Milwaes facilities when the contracts are implemente2Dib?, about 250 fewer than would be
required under the existing contract. In Tomahaivk,Company expects to have a full-time hourly nizied workforce of about 200 when
the contract is implemented, about 75 fewer thaanlevbe required under the current contract.

Under the 2010 Restructuring Plan, restructuringeases consist of employee severance and termir@igis and other related costs.
The Company expects to incur approximately $78iomilin restructuring expenses (compared to prevéoyrected total costs of
approximately $85 million) related to the new cawts through 2012, of which approximately 35% ageeted to be non-cash. During the
year ended December 31, 2010, the Company recer@dd.4 million restructuring charge related to20&0 Restructuring Pla

The following table summarizes the Company’s 20&8tRucturing Plan reserve recorded in accruedilialsias of December 31, 2010
(in thousands):

Motorcycles & Related Product:
Employee Severance and
Termination Costs

Restructuring expen: $ 44,38:
Utilized — cash (7,557
Utilized — noncast (28,179
Balance December 31, 20 $ 8,65

For the year ended December 31, 2010, restructesipgnse included $28.2 million of noncash curtaiitrosses related to the
Company'’s pension and postretirement healthcaresglaat cover employees of the affected facilitiellilwaukee and Tomahawk,
Wisconsin.

2009 Restructuring Plan

During 2009, in response to the U.S. economic soasand worldwide slowdown in consumer demandQbmpany committed to a
volume reduction and a combination of restructuantions (2009 Restructuring
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Plan) in the Motorcycles and Financial Servicesrsags which are expected to be completed by 2012.2009 Restructuring Plan was
designed to reduce administrative costs, elimipatess capacity and exit non-core business opesafidie Company’s significant
announced actions include:

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

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

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

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

e exiting the Buell product line. The Company cegsemrtiuction of Buell motorcycles at the end of Oeto®009 and the sale of
remaining Buell motorcycle inventory to independéealers and/or distributors was substantially deted during 201C

The 2009 Restructuring Plan includes a reductioappiroximately 2,700 to 2,900 hourly productionifposs and approximately 720
nonsproduction, primarily salaried positions within thkotorcycles segment and approximately 100 salgr@sitions in the Financial Servic
segment. These reductions began in 2009 and aeetexjpto be completed during 2011.

Under the 2009 Restructuring Plan, restructuringeases consist of employee severance and termiraigis, accelerated depreciation
on the long-lived assets that will be exited as pathe 2009 Restructuring Plan and other relatests. The Company expects total costs
related to the 2009 Restructuring Plan to resulegtructuring and impairment expenses of approvain&417 million to $432 million from
2009 to 2012 (compared to previous expected totbof approximately $420 million to $450 milliowf which approximately 30% are
expected to be non-cash. On a cumulative basi€ahgpany has incurred $343.4 million of restructgrand impairment expense under the
2009 Restructuring Plan as of December 31, 201@hath $119.1 million was incurred during the yeaded December 31, 2010.
Approximately 2,600 employees have left the Compamger the 2009 Restructuring Plan as of Decembe?(10.
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The following table summarizes the Company’s 20@8tRucturing Plan reserve recorded in accruedilialsias of December 31, 2010

(in thousands):

Motorcycles & Related Products

Financial Services

Employee Employee
Severance Severance
and and
Termination Termination Consolidatec
Accelerated Asset
Costs Depreciation Impairment Other Total Costs Other Total Total
Restructuring expens $103,76¢ $ 26,90t $ 18,02« $72,27¢ $22097¢ $ 1,67¢ $1,62¢ $3,30: $ 224,27
Utilized — cash (29,885 — — (40,856 (70,747 (1,460 (1,197 (2,657 (73,399
Utilized — noncast (37,81) (26,909 (18,029 — (82,749 — (426) (426) (83,169
Balance, December 31,

2009 $ 36,07C $ — $ — $31,42: $ 67,49: $ 21¢ $ — $ 21¢ $ 67,71
Restructuring expen: 31,11¢ 47,92 — 40,08: 119,12! — — — 119,12!
Utilized — cash (44,39)) — — (61,519  (105,90¢) (44) — (44)  (105,95))
Utilized — noncast 1,02¢ (47,929 — (3,406 (50,306 (175) — (175)  (50,48))
Noncash reserve relea — — — (3,82)) (3,82)) — — — (3,82))
Balance, December 31,

2010 $ 2381¢ $ = $ — $ 2,76/ $ 26,58. $ = $ — $ — $ 26,58:

During the fourth quarter of 2009, the Company debeed that an evaluation of the carrying valu¢hef Buell fixed assets was
necessary in accordance with its announcemenittivas exiting the Buell product line. As a restiiie Company recorded a fixed asset
impairment charge of $18.0 million in 2009.

Other restructuring costs include items such agxitecosts for terminating supply contracts, le@smination costs and moving costs.
During the fourth quarter of 2010, the Companyasésl $3.8 million of its 2009 Restructuring Plagerge related to exiting the Buell prod

line as these costs are no longer expected todoered.

2008 Restructuring Plan

During the second quarter of 2008, the Companyified a plan to ship fewer motorcycles to its wuaride dealer network in 2008 than
it shipped in 2007. The Company executed this regiutchrough temporary plant shutdowns, adjustely gaoduction rates and a workforce
reduction involving approximately 730 positions. &sesult of the workforce reduction plan, the Camprecorded a $12.4 million charge
during 2008. The total restructuring charge coadisif $7.6 million of employee severance benefits $4.8 million of special retiree benet
for those individuals eligible to receive benefAdl. employees and contract workers affected by2@@8 Restructuring Plan departed from

Company during 2008.

The following table summarizes the Company’s 20@8tRucturing Plan reserve activity during 2008 26@9 (in thousands):

Restructuring expens
Utilized — cash

Balance, December 31, 20
Utilized — cash

Balance, December 31, 20
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5. Goodwill

The changes in the carrying amount of goodwillasteof the Company’s reporting segments for thesyeaded December 31, 2010
and 2009 were as follows (in thousands):

Financial
Motorcycles Services Total
December 31, 20C $ 31,29 $ 28,84( $ 60,13
Impairment — (28,387 (28,387)
Currency translatio 60¢ — 60¢
Other (500 (453 (959
December 31, 20C $ 31,40( $ — $ 31,40(
Currency translatio (1,810 — (1,810
December 31, 201 $ 29,59( $ — $ 29,59(

As a result of the Company'’s lower retail salesunwd projections and the decline in operating peréarce at HDFS during 2009 due to
significant write-downs of its loan portfolio anoviestment in retained securitization interests Gbmpany performed an impairment test of
the goodwill balance associated with HDFS as oe 2By 2009. The results of the impairment testciagid the current fair value of HDFS at
that time had declined below its carrying value asguch the Company recorded an impairment clodi$@8.4 million during 2009.

6. Finance Receivables
Finance receivables, net at December 31 for thefppasyears were as follows (in thousands):

2010 2009 2008 2007 2006

Wholesale
United State: $ 735,48: $ 787,89 $1,074,37 $1,132,74 $1,206,75:
Europe — — — 86,941 66,42:
Canads 78,51¢ 82,11( 89,85¢ 108,75t 65,53¢
Total wholesale 813,99 870,00: 1,164,23 1,328,45: 1,338,71.

Retail

United State! 5,126,69! 3,835,23! 514,63" 485,57¢ 409,78t
Canads 250,46: 256,65¢ 226,08:¢ 228,85( 174,89:
Total retail 5,377,16. 4,091,89: 740,72: 714,42 584,68
6,191,15! 4,961,89: 1,904,95 2,042,88I 1,923,39.
Allowance for credit losse (173,589 (150,085 (40,06¢) (30,295 (27,287)
6,017,56! 4,811,81: 1,864,88! 2,012,58! 1,896,11.
Investment in retained securitization intere — 245,35( 330,67 407,74 384,10t

$6,017,56! $5,057,16. $2,195,56. $2,420,32 $2,280,21

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

2010 2009 2008 2007 2006

Retall
United State: $— $— $2,443,96! $781,28(  $547,10¢
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HDFS offers wholesale financing to the Companytejpendent dealers. Wholesale loans to dealerssarraly secured by financed
inventory or property and are originated in the .\&isd Canada. Effective January 1, 2008, the fieaaceivables and related assets of the
international wholesale operations located in Oxf@ngland were transferred at book value to HaBlayidson Europe Ltd., a subsidiary of
HDMC. Beginning in 2008, HDMC assumed responsipiiitr the collection of all wholesale receivablassurope.

At December 31, 2010 and 2009, unused lines ofitcestended to HDFS’ wholesale finance custometadéd $1.04 billion and $1.16
billion, respectively. Approved but unfunded refailance loans totaled $96.5 million and $123.9ionilat December 31, 2010 and 2009,
respectively.

HDFS provides retail financial services to custosrarthe Company’s independent dealers in the dr8tates and Canada. The
origination of retail loans is a separate and nigstiransaction between HDFS and the retail custoumeelated to the Company’s sale of
product to its dealers. Retail finance receivablassist of secured promissory notes and installioamts. HDFS holds either titles or liens on
titles to vehicles financed by promissory notes msthliment loans. As of December 31, 2010 and2@pproximately 11% of gross
outstanding finance receivables were originatetiexas.

During the second quarter of 2009, the Companysadied $3.14 billion of finance receivables higidsale at the lower of cost or fair
value to finance receivables held for investmem tduthe Company’intent to structure subsequent securitizatiomstxations in a manner t|
did not qualify for accounting sale treatment unpiéor U.S. GAAP. As a result of the reclassificati the Company recorded a $72.7 million
increase to the allowance for credit losses dutiegsecond quarter of 2009 in order to establistirttial reserve for the reclassified
receivables. Included in finance receivables hetdséle at December 31, 2008 is a lower of costamket adjustment of $31.7 million. At
December 31, 2010 and 2009, the Company’s Consetid@alance Sheet included finance receivable8 &8billion and $2.81 billion,
respectively, which were restricted as collatesaltie payment of debt held by VIEs and other edlaibligations as discussed in Note 8.

HDFS has cross-border outstandings in Canada vibiah$88.7 million, $77.1 million and $75.8 millias of December 31, 2010,
2009 and 2008, respectively.

Wholesale finance receivables are related priméwilnotorcycles and related parts and accessailes ® independent Harley-
Davidson dealers and are generally contractuakywithin one year. Retail finance receivables aimaarily related to sales of motorcycles
the dealers’ customers. On December 31, 2010, axctotl maturities of finance receivables were devig (in thousands):

United

States Canada Total
2011 $1,700,39 $123,52: $1,823,91.
2012 1,048,78! 48,42 1,097,20!
2013 1,187,41 53,90: 1,241,31.
2014 1,344,39 60,00( 1,404,39
2015 425,49: 43,13: 468,62°
Thereafte 155,70( 155,70(
Total $5,862,18! $328,97¢ $6,191,15!

As of December 31, 2010, all finance receivables after one year were at fixed interest rates.

83



Table of Contents

The allowance for finance credit losses on finamoeivables is comprised of individual componeatating to wholesale and retail
finance receivables. Changes in the allowanceifiante credit losses on finance receivables foy#aes ended December 31 were as foll
(in thousands):

2010 2009 2008
Balance, beginning of peric $ 150,08: $ 40,06¢ $ 30,29t
Allowance related to newly consolidated financesreables 49,42 —

Provision for finance credit loss 93,11¢ 169,20t 39,55¢
Chargeoffs, net of recoverie (119,035 (59,197 (29,789
Balance, end of peric $ 173,58¢ $150,08: $ 40,06¢

(@) As part of the required consolidation of fortpeaff-balance sheet securitization trusts, the Compatapkshed a $49.4 million allowance for financeditdosses related to the nev
consolidated finance receivables as discussed ia N

The allowance for credit losses and finance ret@&gby portfolio, segregated by those amountsateindividually evaluated for
impairment and those that are collectively evalddbe impairment, at December 31, 2010 is as falldim thousands):

Retail Wholesale Total

Allowance for credit losses, ending balar

Individually evaluated for impairme $ — $ 3,56¢€ $  3,56¢

Collectively evaluated for impairme 157,79: 12,23 170,02:
Total allowance for credit loss $ 157,79: $ 15,79¢ $ 173,58¢
Finance receivables, ending balar

Individually evaluated for impairme $ — $ 5,42¢ $ 5,42t

Collectively evaluated for impairme 5,377,16. 808,57 6,185,73!
Total finance receivable $5,377,16. $813,99° $6,191,15

Finance receivables are considered impaired wherageganent determines it is probable that the Compalhe unable to collect all
amounts due according to the loan agreement. A8 fietance receivables are collectively and nalividually reviewed for impairment, this
portfolio does not have finance receivables speadifi impaired. A specific allowance is establisliedwholesale finance receivables
determined to be individually impaired in accordamdth the applicable accounting standards whenagament concludes that the borrower
will not be able to make full payment of the contteal amounts due based on the original termseofdhn agreements. The impairment is
determined based on the cash that the Company tsxpeeceive discounted at the loan’s originadiiest rate or the fair value of the
collateral, if the loan is collateral-dependentestablishing the allowance, management consideusrder of factors including the specific
borrowers financial performance as well as ability to repalye following table only includes finance recdiles that are individually deem
to be impaired under ASC Topic 310, “ReceivablédDecember 31, 2010 (in thousands):

Unpaid
Principal Average Interest
Recorded Related Recorded Income
Investment Balance Allowance Investment Recognize(

Wholesale

No related allowance record $ — $ — $ — $ — $ —
Related allowance record: 5,42: 5,35¢ 3,56¢ 5,571 —
Total impaired wholesale finance receivat $ 5,42¢ $5,35¢ $ 3,56¢ $ 5,57 $ —

Retail finance receivables accrue interest urttilezicollected or charged-off. Interest continueadcrue on past due wholesale finance
receivables until the date the collection of theafice receivables becomes
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doubtful, at which time the finance receivablelesced on non-accrual status. The Company will resaotruing interest on these wholesale
finance receivables when payments are current ditgpto the terms of the loan agreements and fygayenents are reasonably assured. The
recorded investment of non-accrual status wholdseece receivables at December 31, 2010 wasriilién.

An analysis of the aging of past due finance readgis, which includes non-accrual status financeivables, at December 31, 2010 is
as follows (in thousands):

Greater than
Total
31-60 Days 61-90 Day: 90 Days Total Finance
Current Past Due Past Due Past Due Past Due Receivables
Retail $5,144,911 $147,56: $50,55( $ 34,137 $232,25. $5,377,16.
Wholesale 809,05¢ 2,17¢ 934 1,827 4,93¢ 813,99°
Total $5,953,96¢  $149,74. $51,48: $ 35964 $237,19( $6,191,15!

The recorded investment of retail and wholesalarfoe receivables, which excludes non-accrual stmtaisce receivables and are
contractually past due 90 days or more at Dece®béor the past five years were as follows (in tends):

2010 2009 2008 2007 2006
United State: $34,39: $24,62¢ $23,67¢ $6,20¢ $4,47¢
Canade 1,351 2,161 1,27¢ 1,75¢ 1,561
Europe — — — 38€ 452
Total $35,74. $26,79( $24,95: $8,35( $6,48¢

Included in the $35.7 million of finance receivablghich are accruing interest and are contractyet due 90 days or more are $34.1
million of retail finance receivables and $1.6 moitl of wholesale finance receivables.

A significant part of managing HDFS’ finance reaile portfolios includes the assessment of cresktassociated with each borrower.
As the credit risk varies between the retail andlebale portfolios, HDFS utilizes different cred#k indicators for each portfolio.

HDFS manages retail credit risk through its cragjproval policy and ongoing collection efforts. HDHses FICO scores to differenti
the expected default rates of retail credit applis@nabling the Company to better evaluate ceggfiticants for approval and to tailor pricing
according to this assessment. Retail loans wittC&®Fscore of 640 or above at origination are cagrgd prime, and loans with a FICO score
below 640 are considered sub-prime. These credittgundicators are determined at the time of loaigination and are not updated
subsequent to the loan origination date.

The recorded investment of retail finance receieabby credit quality indicator, at December 311@®ere as follows (in thousands):

2010
Prime $4,303,05!
Suk-prime 1,074,11.
Total $5,377,16.

HDFS’ credit risk on the wholesale portfolio isfdifent from that of the retail portfolio. Whereeg tretail portfolio represents a
relatively homogeneous pool of retail finance reables that exhibit more consistent loss
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patterns, the wholesale portfolio exposures aredessistent. HDFS utilizes an internal credit risfing system to manage credit risk
exposure consistently across wholesale borroweat€apture credit risk factors for each borrower.

HDFS uses the following internal credit quality icators, based on the Company’s internal risk gasiystem, listed from highest level
of risk to lowest level of risk for the wholesalergiolio: Doubtful, Substandard, Special Mentionedlum Risk and Low Risk. Based upon
management’s review, the dealers classified irDibigbtful category are the dealers with the gredilesiihood of being chargedtf, while the
dealers classified as Low Risk are least likelpeéacharged-off. The internal rating system considieetors such as the specific borrowers’
ability to repay and the estimated value of anyatetal. Dealer risk rating classifications areiegxed and updated on a quarterly basis.

The recorded investment of wholesale finance red®és, by internal credit quality indicator, at Beter 31, 2010 were as follows (in
thousands):

2010

Doubtful $ 23,57(
Substandar 7,13¢
Special Mentior 18,33(
Medium 16,76¢
Low 748,19:
Total $813,99°

7. Off-Balance Sheet Finance Receivable Secuzdition Transactions

The following disclosures apply to the Companyisrit@sset-backed securitization activities prio2@9, when pre-2009 term asset-
backed securitization transactions utilized offdpale sheet QSPEs that qualified for accountingtezdément under prior U.S. GAAP. As
discussed in Note 1, the Company adopted new atioguguidance within ASC Topic 810 and ASC Topi®&6& of January 1, 2010 that
ultimately required the Company to consolidate ¢hfesmerly off-balance sheet QSPEs.

During 2008 the Company sold $540.0 million of fleteotorcycle finance receivables through secuaifan transactions utilizing
QSPEs (see Note 1). This sale resulted in casteedscof $467.7 million during 2008. There were ficbalance sheet securitization
transactions during 2009. The Company retaineatanast in excess cash flows, subordinated seesiatid cash reserve account deposits,
collectively referred to as investment in retaiseduritization interests (a component of finanoeivables held for investment in the
Company'’s Consolidated Balance Sheets). The Compained servicing rights and received annualisieny fees approximating 1% of the
outstanding securitized retail motorcycle finaneeeivables. HDFS serviced $1.89 billion of seczeiti retail motorcycle finance receivables
as of December 31, 2009. The total investmenttainmed securitization interests received in corinaatith securitizations during the year
the last three years is disclosed under non-cagsiimg activities in Note 2. In conjunction withlas prior to 2009, HDFS had investments in
retained securitization interests of $245.4 millarDecember 31, 2009.

The Company'’s investment in retained securitizatimerests, excluding servicing rights, was subuat# to the interests of
securitization trust investors. Such investors jmaakity interests in the cash collections on te&ail motorcycle finance receivables sold to
securitization trust (after payment of servicingseand in the cash reserve account deposits.torgedid not have recourse to the assets of
HDFS for failure of the obligors on the retail miatgcle finance receivables to pay when due. Thestment in retained securitization
interests was recorded at fair value. Key assumsgliio the valuation of the investment in retainecdusitization interests and in calculating
gain or loss on current year securitizations weegliclosses, prepayments and discount rate.
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On March 30, 2009, the Company adopted new guideodiéed within ASC Topic 320. In accordance wiitiis guidance, if
management has no intent to sell the other-thapaeanily impaired investment and it is more likéhyan not that it will not be required to
sell, only the credit loss component of the impa&intnis recognized in earnings, while the rest efithpairment is recognized as an unrealized
loss in other comprehensive income. The creditdassponent recognized in earnings is identifiethasamount of cash flows not expecte
be received over the remaining life of the investtres projected using assumptions for credit lgggepayments and discounts rates as
discussed below. Upon adoption the Company reccadedcrease to the opening balance of retainedreg of $22.5 million ($14.4 milliol
net of tax) and a decrease to accumulated othep@dransive income of $22.5 million ($14.4 milliovet of tax) to reclassify the non-credit
component of $52.2 million of previously recognizetbairments on its investment in retained seaaiton interests. The credit component
of previously recognized impairments on its investitnin retained securitization interests was $28illfon. The fair value of the investment
in retained securitization interests did not change

During the nine months from the date of adoptioDézember 31, 2009, the Company recorded other#raporary impairments
related to its investment in retained securitizatitterests. The impairments were due to higheraheind anticipated credit losses partially
offset by a slowing in actual and expected prepatrapeeds on certain securitization portfoliospfescribed by the new guidance within
ASC Topic 320, the Company recognized the creditpmnent of the other-than-temporary impairmentamangs and the non-credit
component in other comprehensive income as the @oyngid not intend to sell the investment and ihire likely than not that the
Company would not be required to sell it priorégavery of its cost basis. The components of thEaimment were as follows (in thousands):

Nine months ende:

December 31, 200

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

The following activity only applied to other-thaemporary impairments on investment in retained szation interests for which a
component of the impairment was recognized in egsand a component was recognized in other corapsére income. The total credit
component of other-than-temporary impairments raizegl in earnings for all investment in retainedusiization interests held as of
December 31, 2009 was as follows (in thousands):

Nine months ende:

December 31, 200

Balance, beginning of peric $ 29,68t
Credit component recognized in earnings duringotréod 28,24(
Reductions due to sale/repurch@ (959
Balance, end of peric $ 56,97:

(@) The Company exercised its 10% clean upreplirchase option for certain securitization trv

Prior to March 30, 2009, if an impairment existed ananagement deemed it to be other-than-tempdhrargntire impairment was
recorded in the consolidated statements of operatiouring the three months ended March 29, 20@9Cobmpany recorded an other-than-
temporary impairment charge of $17.1 million redbte its investment in retained securitization fiesgs which included both the credit and
non-credit components.

During 2008, the Company recorded an other-thampteary impairment charge of $41.4 million relatedts investment in retained
securitization interests. The decline in fair vah#ow amortized cost was due to higher actualantitipated credit losses on certain
securitization portfolios, and an increased distoate in the fourth quarter of 2008 from 12% t&4l.8 his charge was recorded as a
reduction of financial services revenue.
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The following table summarizes the amortized cfast,value and gross unrealized gains and loss#sedhvestment in retained
securitization interests (in thousands):

December 31, 2009
Investment in Retained
Securitization Interests

Total Investment in Currently in a Loss Positior Investment in Retained
Retained Securitization Interests
Securitization Interests for less than 12 Months Currently in a Gain Position
Amortized cos $ 250,79: $ 161,85 $ 88,93¢
Gross unrealized gail 1,64t — 1,64t
Gross unrealized loss (7,089 (7,08¢) —
Fair value $ 245,35( $ 154,76¢ $ 90,58

The unrealized loss position was primarily due thfeerence between the discount rate used to ketair value at December 31, 2(
and the initial rate used to value the retainedistization interests at their inception. The digsbrate used at December 31, 2009 to calc
fair value was 15%. A discount rate of 12% was ueethlculate the portion of unrealized gain/losgtee securitization and the initial value
of the investment in retained securitization ins¢seNone of the investments in retained secutitizanterests were in a continuous loss
position for more than twelve months.

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

As of December 31, 2009, the following weightedrage key assumptions were used to value the inegstim retained securitization
interests:

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

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

Expected cumulative net credit losses were a keyragption in the valuation of the investment in iretd securitization interests. As of
December 31, 2009 and 2008, respectively, weightedage expected net credit losses for all acteargizations were 5.70% and
4.63%. The table below summarizes, as of Decemhe2®9 and 2008, respectively, expected weightedage cumulative net credit losses
by year of securitization, expressed as a percergathe original balance of loans securitizeddibsecuritizations completed during the ye
noted.

Expected weighted-average cumulative net credit lsss (%) as of: 2008 2007 2006
December 31, 200 5.7% 6.12% 5.32%
December 31, 20C 4.5(% 4.66% 4.78%
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The sensitivity of the fair value to immediate 18%d 20% adverse changes in the weighted-averagadseynptions for the investment
in retained securitization interests at Decembe2809 was as follows (dollars in thousands):

2009
Carrying amount/fair value of retained intere $245,35(
Weightec-average life (in year: 2.07
Prepayment speed assumption (monthly rate 1.71%
Impact on fair value of 10% adverse cha $ (2,400
Impact on fair value of 20% adverse cha $ (4,600
Expected cumulative net credit losses 5.7(%
Impact on fair value of 10% adverse cha $(36,400)
Impact on fair value of 20% adverse cha $(72,200)
Residual cash flows discount rate (annual) 14.7%
Impact on fair value of 10% adverse cha $ (4,500
Impact on fair value of 20% adverse cha $ (9,000

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

The following table provides information regardicgrtain cash flows received from and paid to altonwycle loan securitization trusts
during the years ended December 31, 2009 (in tmuisda

2009
Proceeds from new securitizatic $ —

Servicing fees receive $ 26,69:
Other cash flows received on retained inter $ 69,41¢
10% clea-up call repurchase optic $(161,39()

Prior to the adoption of the new accounting guidatiscussed in Note 1, managed retail motorcynkmfie receivables consisted of all
retail motorcycle finance receivables serviced RS including those held by offalance sheet securitization trusts and thoselyeHlDFS.
As of December 31, 2009, managed retail motordiycnce receivables totaled $5.59 billion, of wh&h89 billion were securitized in off-
balance sheet term asset-backed securitizatiogactions. The principal amount of managed retatomegcle finance receivables 30 days or
more past due was $324.1 million at December 329 20he principal amount of securitized retail moyele finance receivables 30 days or
more past due was $183.7 million at December 329 2Blanaged finance receivables 30 days or mortedp@sexclude finance receivables
reclassified as repossessed inventory. Creditdoss of recoveries, of the managed retail motdecfinance receivables were $167.4 mill
and $138.7 million during 2009 and 2008, respebtiv@ecuritized retail motorcycle finance receivebtredit losses, net of recoveries, were
$94.6 million and $107.9 million during 2009 and80respectively.
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8. Asset-Backed Financing
Term Asset-Backed Securitization VIEs

The Company transfers U.S. retail motorcycle firearecceivables to SPEs which in turn issue secuvégkrio investors, with various
maturities and interest rates, secured by futulleatmns of the transferred U.S. retail motorcyfitance receivables.

In 2010 and 2009, HDFS transferred $670.8 millind &3.08 billion, respectively, of U.S. retail matgcle finance receivables to five
separate SPEs. The SPEs in turn issued the foldpgénured notes with the related maturity datesraedest rates (dollars in thousands):

Weighted-Average

Principal Rate at Date of
Issue Date Amount Issuance Maturity Dates
November 201( $600,00( 1.05% December 201- April 201€
December 200 $562,49¢ 1.55% December 201- June 201
October 200¢ $700,00( 1.1€% October 201(- April 2017
July 2008 $700,00( 2.11% July 201C- February 201
May 2009 $500,00( 2.71% May 2010- January 201

As discussed in Note 1, the Company adopted newuating guidance within ASC Topic 810 and ASC Togs® as of January 1, 20
that ultimately required the Company to consolidetdéormerly off-balance sheet QSPESs discusseadbite 7. As a result, the following
secured notes, which were issued by the former @QS&E included in the Company’s consolidated lza@lameet at December 31, 2010 (in
thousands):

Weighted-Average

Principal Rate at Date of
Issue Date Amount Issuance Maturity Dates
February 200! $486,00( 3.94% February 200 December 201
August 2007 $782,00( 5.5(% September 200- May 2015
May 2007 $950,00( 5.2(% May 2008- August 201¢
January 200 $800,00( 5.27% February 200t April 2015
August 200¢ $800,00( 5.31% September 200- November 201
May 2006 $800,00( 5.37% October 201(- August 201¢
February 200t $730,00( 5.0€% June 201(- November 201.

Each term asset-backed securitization SPE is aatedagal entity and the U.S. retail motorcyciefice receivables included in the
term asset-backed securitizations are only availédslpayment of the secured debt and other oldigatarising from the term asset-backed
securitization transactions and are not availabjgaty other obligations or claims of the Comparmy&ditors until the associated secured debt
and other obligations are satisfied. Cash and egslvalent balances held by the SPEs are usedmslypport the securitizations. There are
no amortization schedules for the secured noteseter, the debt is reduced monthly as availablkectibns on the related U.S. retail
motorcycle finance receivables are applied to antding principal.

At December 31, 2010, the assets of the consotidaten asset-backed securitization SPEs totaléb%allion and were primarily
included in restricted finance receivables held/bys, net and restricted cash held by VIEs in tlhen@any’s Consolidated Balance Sheet.
The SPEs held U.S. retail motorcycle finance readgdizs of $3.36 billion restricted as collateraltoe payment of $2.76 billion of obligations
under the secured notes at December 31, 2010. FhRe &lso held $287.3 million of cash restrictedo@yment on the secured notes at
December 31, 2010.

At December 31, 2009, the assets of the consotidaten asset-backed securitization SPEs totale@B%illion and were primarily
included in finance receivables held for investnamd other current assets in the Company’s CorstelidBalance Sheet. The SPEs held U.S.
retail motorcycle finance receivables of $2.75
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billion restricted as collateral for the paymentt16 billion of obligations under the securedesait December 31, 2009. The SPEs also
$164.1 million of cash restricted for payment oa thutstanding debt at December 31, 2009.

For the year ended December 31, 2010 and 200%REs recorded interest expense on the securedafc®86.3 million and $17.3
million, respectively, which is included in fina@atiservices interest expense. The weighted avenégest rate of the outstanding term asset-
backed securitization transactions was 3.11% &9@P4.at December 31, 2010 and 2009, respectively.

Asse-Backed Commercial Paper Conduit Facility VIE

In December 2008, HDFS transferred U.S. retail mytte finance receivables to a SPE, which in tasnied debt to third-party bank-
sponsored asset-backed commercial paper condhigsSPPE funded the purchase of the finance recesdlmm HDFS primarily with cash
obtained through the issuance of the debt. In A809, HDFS replaced its December 2008 asset-bamkadhercial paper conduit facility
agreement with a new agreement.

On September 10, 2010, the Company amended ardet#is April 2009 third-party bank sponsored &bseked commercial paper
conduit facility to provide for a total aggregatemomitment of up to $600.0 million based on, amotigeothings, the amount of eligible U.S.
retail motorcycle finance receivables held by tRESs collateral. The assets of the SPE are ttiestriés collateral for the payment of the debt
or other obligations arising in the transaction arelnot available to pay other obligations ormkbf the Company’s creditors. The terms for
this debt provide for interest on the outstandiriggipal based on prevailing commercial paper rate£IBOR plus a specified margin to the
extent the advance is not funded by a conduit letideugh the issuance of commercial paper. Thelgibfacility also provides for an unus
commitment fee based on the unused portion ofdta aggregate commitment of $600.0 million. Thiereo amortization schedule; howe\
the debt is reduced monthly as available collestiom the related finance receivables are applieditstanding principal. Upon expiration of
the conduit facility, any outstanding principal Mabntinue to be reduced monthly through availalgléections. Unless earlier terminated or
extended by mutual agreement of HDFS and the Isnttez conduit facility has an expiration date ep@mber 9, 2011.

At December 31, 2010, HDFS had no borrowings ontitey under the conduit facility. The SPE held $28illion of finance
receivables and $1.6 million of cash collectiorstnieted as collateral for the payment of fees eissed with the unused portion of the total
aggregate commitment of $600.0 million. The assbthe SPE totaled $30.6 million at December 31,Q2@&nd were primarily included in
restricted finance receivables held by VIEs, net @mstricted cash held by VIEs in the Company’s<dtidated Balance Sheet.

At December 31, 2009, HDFS had no borrowings ontitey under the conduit facility. The SPE held £5%illion of finance
receivables and $3.6 million of cash collectiorstnieted as collateral for the payment of fees eissed with the unused portion of the then
total aggregate commitment of $1.20 billion. Theeds of the SPE totaled $73.0 million at Decemiie2809, and were primarily included in
finance receivables and other current assets i€timepany’s Consolidated Balance Sheet.

For the year ended December 31, 2010, the SPEdextamterest expense of $9.3 million related touhesed portion of the total
aggregate commitment of $600.0 million. For theryeraded December 31, 2009, the SPE recorded ihtetpsnse of $41.1 million related to
both the outstanding borrowings and the unusedqpodf the total aggregate commitment of $1.20dmll Interest expense on the conduit
facility is included in financial services interestpense. There was no weighted average intetesat®ecember 31, 2010 as HDFS had no
outstanding borrowings under the conduit facilitiie weighted average interest rate of the outstgnasebacked commercial paper conc
facility, which includes the impact of the intereate swap agreements, was 8.33% at December 82, 20
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9.

Fair Value of Financial Instruments

The Company’s financial instruments consist pritgaof cash and cash equivalents, marketable séssiritade receivables, finance
receivables, net, trade payables, debt, foreigrenay contracts and interest rate swaps (derivaisteuments are discussed further in Note
11). Under U.S. GAAP certain of these items areiireg to be recorded in the financial statemenfaiatzalue, while others are required tc

recorded at historical cost.

The following table summarizes the fair value aadying value of the Comparg/financial instruments at December 31, 2010 aii®
(in thousands):

Fair Value Carrying Value Fair Value Carrying Value
Assets:
Cash and cash equivale! $1,021,93. $ 1,021,93 $1,630,43. $ 1,630,43
Marketable securitie $ 140,11¢ $ 140,11¢ $ 39,68: $ 39,68¢
Accounts receivable, n $ 262,38. $ 262,38 $ 269,37: $ 269,37:
Derivatives $ 37 $ 37 $ 13,67¢ $ 13,67¢
Finance receivables, n $6,120,68:; $ 6,017,56 $4,802,32: $ 4,811,81;
Investment in retained securitization intere $ — $ — $ 245,35( $ 245,35(
Restricted cash held by variable interest ent $ 288,88 $ 288,88 $ 167,66 $ 167,66
Liabilities:
Accounts payable and accrued liabilit $ 761,93 $ 761,93 $ 660,30¢ $ 660,30¢
Derivatives $ 20,08 $ 20,08 $ 16,29: $ 16,29:
Unsecured commercial pay $ 582,57. $ 582,57 $ 325,09¢ $ 325,09¢
Credit facilities $ 213,77: $ 213,77: $ 448,04¢ $ 448,04¢
Medium-term notes $2,018,42! $ 1,897,77 $2,152,61. $ 2,103,39i
Senior unsecured not $ 395,38 $ 303,00( $ 816,99¢ $ 600,00(
Term asst-backed securitization de $2,805,95. $ 2,755,23. $2,166,05! $ 2,159,58!

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

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

Finance Receivables, Netrinance receivables, net includes finance rebédgeheld for investment, net and restricted figanc
receivables held by VIEs, net. Retail and wholefialence receivables are recorded in the finarat@tements at historical cost less an
allowance for finance credit losses. The fair vadfieetail finance receivables is generally caltedaby discounting future cash flows using
estimated discount rate that reflects current trederest rate and prepayment risks associatddsimilar types of instruments. The histor
cost basis of wholesale finance receivables apprates fair value because they either are short-defmave interest rates that adjust with
changes in market interest rates.

The investment in retained securitization interestich was a component of finance receivables falthvestment in the Consolidat
Balance Sheets, was recorded in the financialretaiés at fair value and was estimated based oprésent value of future expected cash
flows using management’s best estimates of theaksymptions.

Debt— Debt is generally recorded in the financial stegats at historical cost. The carrying value oftgebvided under credit facilities
approximates fair value since the interest rat@sgetd under the facilities are tied directly to kedrates and fluctuate as market rates che
The carrying value of unsecured commercial pappregimates fair value due to its short maturity.
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The fair values of the medium-term notes maturmécember 2012, December 2014 and June 2018taratex] based upon rates
currently available for debt with similar terms amthaining maturities. The medium-term notes thatured in December 2010 were carried
at fair value and included a fair value adjustnuhre to the interest rate swap agreement, desigaatadair value hedge, which effectively
converted a portion of the note from a fixed tdoating rate.

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

The fair value of the debt related to term asseiéd securitization transactions is estimated baseaticing currently available for
transactions with similar terms and maturities.

10. Fair Value Measurements

Certain assets and liabilities are recorded atlire in the financial statements; some of thesar@asured on a recurring basis while
others are measured on a non-recurring basis. #aséltliabilities measured on a recurring basigterse that are adjusted to fair value each
time a financial statement is prepared. Assetdiahilities measured on a non-recurring basis hosé that are adjusted to fair value when a
significant event occurs. In determining fair vabfeassets and liabilities, the Company uses van@luation techniques. The availability of
inputs observable in the market varies from insgoto instrument and depends on a variety of fadgiwluding the type of instrument,
whether the instrument is actively traded, and otharacteristics particular to the transaction. fany financial instruments, pricing inputs
are readily observable in the market, the valuati@thodology used is widely accepted by markeiq@pants, and the valuation does not
require significant management discretion. For ofimancial instruments, pricing inputs are lessaftvable in the market and may require
management judgment.

The Company assesses the inputs used to meaguralte using a three-tier hierarchy. The hieraricltjcates the extent to which
inputs used in measuring fair value are observiatilee market. Level 1 inputs include quoted pritmsdentical instruments and are the n
observable. Level 2 inputs include quoted pricesimilar assets and observable inputs such asstteates, foreign currency exchange r:
commodity rates and yield curves. Level 3 inpusrast observable in the market and include managesiadgments about the assumptions
market participants would use in pricing the assdiability. The use of observable and unobsemaputs is reflected in the hierarchy
assessment disclosed in the following tables.

Recurring Fair Value Measuremer

The following tables present information about @@mpany’s assets and liabilities measured at &lireson a recurring basis as of
December 31, 2010 and 2009 (in thousands):

Significant
Quoted Prices in Other Significant
Active Markets for Observable Unobservable
Balance as of Identical Assets Inputs Inputs
December 31, 201 (Level 1) (Level 2) (Level 3)
Assets:

Cash equivalent $ 763,88! $ 763,88! $ — $ —
Marketable securitie 140,11¢ 89,88 50,23: —
Derivatives 37 — 37 —
$ 904,04( $ 853,77. $ 50,26¢ $ =

Liabilities:
Derivatives $ 20,08: $ — $ 20,08: $ —
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Significant
Quoted Prices in Other Significant
Active Markets for Observable Unobservable
Balance as of Identical Assets Inputs Inputs
December 31, 200 (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $ 1,298,25 $ 1,298,25 $ — $ —
Marketable securitie 39,68t — 39,68t —
Derivatives 13,67¢ — 13,67¢ —
Investment in retained securitization intere 245,35( — — 245,35(
$ 1,596,96 $ 1,298,25 $ 53,36: $ 245,35(
Liabilities:
Derivatives $ 16,29: $ — $ 16,29: $ —

The investment in retained securitization inter@sis valued using discounted cash flow methodooieorporating assumptions that,
in management’s judgment, reflect assumptions npldee participants would use at December 31, 2086.following table presents
additional information about the investment in ne¢a securitization interests which was measurddiavalue on a recurring basis using
significant unobservable inputs (Level 3) (in thawds):

2009
Balance, beginning of peric $330,67-
Net realized losses included in financial servioesme@ (13,689
Unrealized gains included in other comprehensicerime®) 21,21¢
Sales, repurchases and settlements (92,860
Balance, end of peric $245,35(

(a) Asdiscussed in Note 7, net realized losses inslagheothe-thar-temporary impairment charge of $45.4 million foe tyear ended December 31, 20
(b) For the year ended December 31, 2009, $6.0 mitifamet unrealized losses were reclassified outotimulated other comprehensive income into findrseievices income

As discussed in Note 1, upon adoption of the neidagice within ASC Topic 810 and ASC Topic 860, @empany derecognized its
investment in retained securitization interestdanuary 1, 2010. The carrying value of the investrireretained securitization interests that
was derecognized on that date was $245.4 million.

11. Derivative Instruments and Hedging Activities

The Company is exposed to certain risks such a&ggiorcurrency exchange rate risk, interest rateaisl commaodity price risk. To
reduce its exposure to such risks, the Compangtsedty uses derivative financial instruments. édirivative transactions are authorized and
executed pursuant to regularly reviewed policies grocedures, which prohibit the use of finanaiskiuments for speculative trading
purposes.

All derivative instruments are recognized on thiabee sheet at fair value (see Note 9). In accarelarith ASC Topic 815, the
accounting for changes in the fair value of a daiixe instrument depends on whether it has beegmted and qualifies as part of a hedging
relationship and, further, on the type of hedgielgtionship. Changes in the fair value of derivedithat are designated as fair value hedges,
along with the gain or loss on the hedged itemyeterded in current period earnings. For deriwainstruments that are designated as cash
flow hedges, the effective portion of gains andéssthat result from changes in the fair valueesivdtive instruments is initially recorded in
other comprehensive income (OCI) and subsequesthassified into earnings when the hedged itenctffimcome. The Company assesses,
at both the inception of each hedge and
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on an ongoing basis, whether the derivatives that are uséd hedging transactions are highly effectiveifsetting changes in cash flows
the hedged items. Any ineffective portion is imna€ly recognized in earnings. No component of ayimgdderivative instrument’s gain or
loss is excluded from the assessment of hedgetieBaess. Derivative instruments which do not dydbr hedge accounting are recorded at
fair value and any changes in fair value are remwid current period earnings.

The Company sells its products internationally Bnchost markets those sales are made in the forgigntry’s local currency. As a
result, the Company’s earnings can be affectedumjufations in the value of the U.S. dollar relatte foreign currency. The Company’s most
significant foreign currency risk relates to the&the Australian dollar and the Japanese yen Cdrapany utilizes foreign currency
contracts to mitigate the effect of these curresidlactuations on earnings. The foreign currenoptcacts are entered into with banks and
allow the Company to exchange a specified amoufdrefgn currency for U.S. dollars at a future déi@sed on a fixed exchange rate.

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

The Company’s foreign currency contracts and nagas. contracts generally have maturities of lbas bne year.

The Company'’s earnings are affected by changedeneist rates. HDFS utilizes interest rate swapsdace the impact of fluctuations
in interest rates on its unsecured commercial papeonverting a portion from a floating rate basis fixed rate basis. In addition, HDFS
utilized interest rate swaps with its meditenm notes which matured in December 2010; howekierimpact was to convert from a fixed 1
basis to a floating rate basis. HDFS also enterxdderivative contracts to facilitate its firstagter 2008 term asset-backed securitization
transaction as well as its third quarter 2007 tasset-backed securitization transaction. Thesgatanrs, which hedge assets held by VIEs,
do not qualify for hedge accounting treatment. Bgr2010, the derivative contracts related to tlvel tuarter 2007 term asset-backed
securitization expired. Additionally, to facilitatesset-backed commercial paper conduit facilitgagrents that the Company entered into
April 2009, HDFS entered into derivative contragtich did not qualify for hedge accounting treatmdinese derivative contracts were
terminated in 2010.

The following tables summarize the fair value af @ompany’s derivative financial instruments (ioubands):

December 31, 2010 December 31, 2009
Derivatives Designated As Hedging Notional Asset Liability Notional Asset Liability
Instruments Under ASC Topic 815 Value Fair Value @ Fair Value () Value Fair Value (@) Fair Value ®)
Foreign currency contrac© $270,93: $ — $ 12,36¢ $144,80! $ — $ 6,59¢
Natural gas contrac®© 1,70¢ — 24¢€ 3,312 51 —
Interest rate swaps — unsecured commel
paperc 135,10( — 7,431 177,80( — 9,694
Interest rate swaj— mediun-term note«d) — — — 150,00( 6,072 —
Total $407,73! $ o $  20,04¢ $475,91° $ 6,12 $ 16,29:
December 31, 2010 December 31, 2009
Derivatives Not Designated As Hedging Notional Asset Liability Notional Asset Liability
Instruments Under ASC Topic 815 Value Fair Value (& Fair Value ®) Value Fair Value (@ Fair Value ()
Derivatives— securitization transactior $38,11: $ 37 $ 37 $254,90:« $ 352 $ —
Derivatives— conduit facility — — — 575,16: 7,20z —
$38,11: $ 37 $ 37 $830,06¢ $ 7,55¢ $ o
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(@) Included in other current asst

(b) Included in accrued liabilitie

(c) Derivative designated as a cash flow he
(d) Derivative designated as a fair value he

The following tables summarize the amount of gaind losses for the years ended December 31, 2@1LRCO9Y related to derivative
financial instruments designated as cash flow hedigethousands):

Amount of Gain/(Loss)
Recognized in OCI

Cash Flow Hedges 2010 2009
Foreign currency contrac $ (6,89¢) $(4,407)
Natural gas contrac (1,164 (1,329
Interest rate swaj— unsecured commercial pay (4,319 (1,299
Interest rate swaf— conduit facility — (1,447
Total $(12,379) $(8,477)

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

Over the Next Twelve

Cash Flow Hedges 2010 2009 Months
Foreign currency contrac® $ (312 $13,52( $ (11,277)
Natural gas contrac® (867) (2,719 (24¢€)
Interest rate swaj— unsecured commercial pag® (6,46€) (8,817%) (4,997)
Interest rate swaj— conduit facility® — (6,457) —
Total $(7,645) $(4,462) $ (16,509

(@) Gain/(loss) reclassified from accumulated other p@hensive income (AOCI) to income is included astoof goods solc
(b) Gain/(loss) reclassified from AOCI to income islimbed in financial services interest exper

For the years ended December 31, 2010 and 2008asteflow hedges were highly effective and, assalt, the amount of hedge
ineffectiveness was not material. No amounts wrectuded from effectiveness testing.

The following tables summarize the amount of gaind losses for the years ended December 31, 2@1LRQO9Y related to derivative
financial instruments designated as fair value ked@ thousands):

Amount of Loss
Recognized in Income on Derivative

Fair Value Hedges 2010 2009
Interest rate swaj— mediun-term notes@ $ (6,079 $ (3,626

Amount of Gain
Recognized in Income on Hedged Debt

Fair Value Hedges 2010 2009
Interest rate swaj— mediun-term note<® $ 6,072 $ 3,62¢

(@) Gain/(loss) recognized in income is included irafinial services interest expen

96



Table of Contents

The following table summarizes the amount of gaind losses for the years ended December 31, 2@1LRCO9Y related to derivative
financial instruments not designated as hedgingungents (in thousands):

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

Derivatives not Designated as Hedges 2010 2009

Derivatives— securitization transaction(® $ 8) $ 1,171

Derivatives— conduit facility® (6,349 (2,107
$ (6,35) $ (929

(@) Gain/(loss) recognized in income is included irafioial services revenu

12. Comprehensive Income

The following table sets forth the reconciliatiohnet income (loss) to comprehensive income foryiars ended December 31 (in
thousands):

2010 2009 2008
Net income (loss $146,54! $(55,11¢) $ 654,71t
Other comprehensive income, net of 1
Foreign currency translation adjustm 9,44¢ 30,93: (44,017
Investment in retained securitization inter:
Unrealized net gains (losses) arising during theogde — 9,76( (18,839
Less: net losses reclassified into net incc — — (3,840  13,60( — (18,83¢)
Derivative financial instrument
Unrealized net losses arising during pel (7,852 (4,242 (6,060
Less: net losses reclassified into net incc (4,880 (2,972 (3,009 (1,239 (17,610 11,55¢
Marketable securitie
Unrealized losses on marketable secur (139 — —
Less: net losses reclassified into net incc — (1393 — — (76) 76
Pension and postretirement healthcare pl
Amortization of net prior service ca 92t 2,67¢ 3,11¢
Amortization of actuarial los 20,94 11,76 7,37¢
Pension and postretirement healthcare funded status
adjustmen 18,43 37,50¢ (347,16
Less: actuarial loss reclassified into net income t
settlemen (2,947 (889 —
Less: net prior service credit (cost) reclassifigd net
income due to curtailmel 1,39: 41,84¢ (22,92()  75,74¢ — (336,677)
Comprehensive incon $194,73t $ 63,92¢ $ 266,82

13. Debt

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

Unsecured commercial paf

2010

2009

$480,47:

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

2010 2009
Unsecured commercial pay $ 102,10( $ 135,10(
Bank borrowings
Credit facilities 213,77. 448,04
Secured dek
Term asst-backed securitization de 2,755,23 2,159,58!
Unsecured note
5.00% Mediun-term notes due in 2010 ($200.0 million par val — 206,06!
5.25% Mediur-term notes due in 2012 ($400.0 million par val 399,82! 399,73:
5.75% Mediur-term notes due in 2014 ($500.0 million par val 499,38 499,22
6.80% Mediun-term notes due in 2018 ($1,000.0 million par va 998,57( 998,37!
15.00% senior unsecured notes due in 2014 ($60Mi6mpar value) 303,00( 600,00!(
Gross lon-term debt 5,271,88: 5,446,13
Less: current portion of lo-term debt (751,29) (1,332,09)
Long-term debr $4,520,59. $4,114,03

At the end of 2009, the Company had $205.0 milbbnredit facilities debt related to the MV acqtitan and subsequent working
capital advances. In conjunction with the sale &f,the Company repaid all outstanding credit fagitlebt associated with MV.

The Company has classified $315.9 million and $378illion related to its unsecured commercial papet its Global Credit Facilities
as long-term debt as of December 31, 2010 and 286Pectively. This amount has been excluded fromeat liabilities because it is
supported by the Global Credit Facilities and ipexted to remain outstanding for an uninterrupteribd extending beyond one year from
balance sheet date.

Commercial paper maturities may range up to 36 fiayn the issuance date. The weighted-averageesiteate of outstanding
commercial paper balances was 1.38% and 2.87%carilmer 31, 2010 and 2009, respectively. The DeceB1h&010 and 2009 weighted-
average interest rates include the impact of istaede swap agreements.

On April 29, 2010, the Company and HDFS entereal 2010 $675.0 million 364-day credit facility (ZD364-Day Credit Facility) to
refinance and replace a $625.0 million 364-day itfedility, which matured in April 2010. The 20B®B4-Day Credit Facility matures in Ap
2011. In connection with the 2010 364-Day Creditilig, the Company and HDFS also entered intoa 8675.0 million three-year credit
facility agreement to refinance and replace a $95dllion threeyear credit facility agreement, which was set tdgurain July 2011. The ne
three-year credit facility matures in April 20152010 364-Day Credit Facility and the new threarycredit facility agreement (together,
the Global Credit Facilities) bear interest at @as variable interest rates, which may be adjuspsdard or downward depending on certain
criteria, such as credit ratings. The Global Créditilities also require the Company to pay a feged upon the average daily unused portion
of the aggregate commitments under the Global CFetiilities. The Global Credit Facilities are coitted facilities and primarily used to
support HDFS’ unsecured commercial paper prograbf$imay issue unsecured commercial paper in theeggtg equal to the unused
portion of the Global Credit Facilities.

As discussed in Note 8, on September 10, 2010Cdmepany amended and restated its revolving ass&edaonduit facility which
provides for a total aggregate commitment of $600il0on. At December 31, 2010 and 2009, HDFS hadatstanding borrowings under
conduit facility.
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As discussed in Note 8, during 2010, the Compasiyeid $600.0 million of secured notes through ome #sset-backed securitization
transaction. During 2009, $2.46 billion of secunedes were issued through four separate term has&ed securitization transactions. The
SPEs in turn issued $600.0 million and $2.46 billagd secured notes in 2010 and 2009, respectivwetl, various maturities and interest rates
to investors in term asset-backed sheet secuitiizéiansactions. The term-asset backed securitizéiansactions are further discussed in
Note 8. As discussed in Note 1, the Company codat@d formerly otbalance sheet term asset-backed securitizatiststru

HDFS’ medium-term notes (collectively the Note)\ypde for semi-annual interest payments and pradaipie at maturity. During
December 2010, the $200.0 million meditenm note matured and the principal and accruentést was paid in full. As a result, the Note:
longer include a fair value adjustment as the eterate swaps related to the $200.0 million mediemm note only. At December 31, 2009,
the Notes included a fair value adjustment incregasiie balance by $6.1 million due to interest satap agreements designated as fair value
hedges. The effect of the interest rate swap agratsmvas to convert the interest rate on a podfdhe Notes from a fixed to a floating rate,
which is based on 3-month LIBOR. Unamortized disgswn the Notes reduced the balance by $2.2 milied $2.7 million at December 31,
2010 and 2009, respectively.

During the fourth quarter of 2010, the Company repased $297.0 million of the $600.0 million seniosecured notes at a price of
$380.8 million. As a result of the transaction, @@mpany incurred a loss on debt extinguishme®86t2 million which also includes $1.4
million of capitalized debt issuance costs thatemeritten-off. The Company used cash on hand fer#purchase and the repurchased notes
were cancelled.

HDFS has a revolving credit line with the Comparheneby HDFS may borrow up to $210.0 million at neanlates of interest. As of
December 31, 2010 and 2009, HDFS had no borrowingsl to the Company under the revolving credit exgrent.

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

HDFS and the Company are subject to various opgratind financial covenants related to the Globab@Facilities and the asset-
backed commercial paper conduit facility and vasioperating covenants under the Notes. The mondisint covenants are described
below.

The covenants limit the Company’s and HDFS’ ability

* incur certain additional indebtedne

* assume or incur certain lier

» participate in a merger, consolidation, liquidat@rdissolution; an
» purchase or hold margin stoc

Under the financial covenants of the Global Cré&ditilities and the asset-backed commercial papaiuibfacility, the debt to equity
ratio of HDFS and its consolidated subsidiariencaexceed 10.0 to 1.0 and HDFS must maintain aalwated tangible net worth of not
less than $500.0 million. In addition, the Compamyst maintain a minimum interest coverage rati@.26 to 1.0 for the fiscal quarter ended

December 31, 2010 and 2.5 to 1.0 for each fiscaitquthereafter. No financial covenants are reguimder the Notes or the Company’s
senior unsecured notes.

At December 31, 2010 and 2009, HDFS and the Compamgined in compliance with all of these covenants
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14. Income Taxes

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

2010 2009 2008
Current:
Federal $138,22: $ 94,98¢ $376,79¢
State 6,91¢ 5,201 21,17«
Foreign 4,48¢ 1,39¢ 29,04«
149,62¢ 101,58( 427,01
Deferred:
Federal (18,42%) (20,664 (36,36¢)
State (1,367) 22,69( (2,22%)
Foreign 963 (5,58€) (6,73%)
(18,82¢) 6,43¢ (45,329
Total $130,80( $108,01¢ $381,68t

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

2010 2009 2008

Domestic $377,41¢ $185,43! $ 992,79¢

Foreign 13,05: (6,775 73,12t
$390,46¢ $178,66( $1,065,92:

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

2010 2009 2008

Provision at statutory ra 35.(% 35.(% 35.(%
State taxes, net of federal ben 1.C 2.7 1t
Domestic manufacturing deducti (3.2 — (1.0
Research and development cre (1.0 .79 (0.5
Unrecognized tax benefits including interest andaftées (0.2 2.3 1.1
Valuation allowance adjustmer 0.7 12.£ —
Goodwill impairment — 5.€ —
Medicare Part [ 34 — —
Tax audit settlemen (0.9 3.6 —
Investments in lo-income housing partnershi 0.€ 2.€ —
Adjustments for previously accrued ta (2.9 0.t —
Other 0.4 (2.5 (0.9
Provision for income taxe 33.5% 60.5% 35.8%
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The principal components of the Company’s defetagdassets and liabilities as of December 31 irechhé following (in thousands):

2010 2009
Deferred tax asset
Accruals not yet tax deductib $106,60: $125,39:
Pension and postretirement benefit plan obligat 201,20¢ 202,33.
Stock compensatic 29,15¢ 24,10:
Net operating loss carryforwa 27,04¢ 22,17(
Valuation allowanct (27,049 (22,170
Other, ne 58,27¢ 81,46¢
395,24 433,29.
Deferred tax liabilities
Depreciation, tax in excess of ba (34,847 (70,019
Other, ne — (6,08%)
(34,847 (76,107
Total $360,40( $357,18¢

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

At December 31, 2010, the Company had approxim&#B1.7 million state net operating loss carry-fams expiring between 2013
and 2024. At December 31, 2010 the Company alsdfiadonsin research and development credit camydods of $3.6 million expiring in
2025. The Company had a deferred tax asset of $2#libn as of December 31, 2010 for the benefittefse losses and credits. A valuation
allowance of $24.5 million has been establishedrasg#he deferred tax asset due to a change indN&he state law in the early part of 2009.

At December 31, 2010, the Company had $6.9 mifieateral capital loss carry forwards expiring betaw811 and 2013. The Compe
had a deferred tax asset of $2.5 million as of b 31, 2010 for the benefit of these losses. lAaten allowance of $2.5 million has been
established against the deferred tax asset foe flheses.

The Company recognizes interest and penaltieerktatunrecognized tax benefits in the provisiarifioome taxes. Changes in the
Company’s gross liability for unrecognized tax Higegexcluding interest and penalties, were alofed (in thousands):

2010 2009
Unrecognized tax benefits, beginning of pel $ 77,84¢ $79,027
Increase in unrecognized tax benefits for tax pmssttaken in a prior peric 5,92 2,05(
Decrease in unrecognized tax benefits for tax jposttaken in a prior peric (10,227 (2,71¢
Increase in unrecognized tax benefits for tax pmssttaken in the current peri 4,44¢ 2,07¢
Statute lapse (647) —

Settlements with taxing authoriti (7,546 2,59¢5)
Unrecognized tax benefits, end of per $ 69,80¢ $77,84¢
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The amount of unrecognized tax benefits as of Déeer@1, 2010 that, if recognized, would affectéffective tax rate was $68.2
million.

The total gross amount of income related to inteard penalties associated with unrecognized tagfiie recognized during 2010 in
the Company’s Consolidated Statements of Operati@ss$0.7 million due to favorable settlements stiaduite lapses.

The total gross amount of interest and penaltiss@ated with unrecognized tax benefits recognaddecember 31, 2010 in the
Company'’s Consolidated Balance Sheets was $26l@mil

The Company does not expect a significant increasiecrease to the total amounts of unrecognizelldaefits related to continuing
operations during the fiscal year ended DecembgP@11. However, the Company is under regular dudiax authorities. The Company
believes that it has appropriate support for thatfms taken on its tax returns and that its ahtaxaprovision includes amounts sufficient to
pay any assessments. Nonetheless, the amountatelynpaid, if any, upon resolution of the issusised by the taxing authorities may differ
materially from the amounts accrued for each year.

The Company or one of its subsidiaries files incaaxereturns in the United States federal and Wisttostate jurisdictions and various
other state and foreign jurisdictions. The Compianyo longer subject to income tax examinationd/fisconsin state income taxes before
1998 or for United States federal income taxesnee?005.

15. Employee Benefit Plans and Other Postretireemt Benefits

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

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

The following table provides the changes in thedfi¢bligations, fair value of plan assets anddieah status of the Company’s pension,
SERPA and postretirement healthcare plans as @@ dmepany’s December 31, 2010 and 2009 measureratsg (n thousands):

Postretirement

Pension and SERPA Benefits Healthcare Benefits
2010 2009 2010 2009
Change in benefit obligatic
Benefit obligation, beginning of peric $1,284,72. $1,178,28. $ 377,28 $ 372,63:
Service cos 42,88¢ 47,30¢ 9,951 11,39(
Interest cos 77,99¢ 74,57¢ 20,77 22,44¢
Plan amendmen 1,85¢ 62C (22,287) (9,559
Actuarial losses (gain: 46,03t 12,77« (237) (7,279
Plan participant contributior 3,84( 5,59z 1,431 991
Benefits paid, net of Medicare Part D subs (81,18¢) (52,229 (23,729 (18,347
Net curtailments and settlemel 14,22¢ 17,79( 15,13¢ 5,001
Benefit obligation, end of peric 1,390,37. 1,284,72. 378,34: 377,28:.
Change in plan asse
Fair value of plan assets, beginning of pe 1,026,12. 690,55¢ 109,14: 96,60¢
Actual return on plan asse 136,71: 159,15: 15,15 21,16¢
Company contribution 20,00( 223,04 19,957 10,18(
Plan participant contributior 3,84( 5,59: 1,431 991
Benefits paic (81,18¢) (52,224 (24,619 (19,800
Fair value of plan assets, end of pel 1,105,48 1,026,12. 121,06« 109,14«
Funded status of the plans, Decembe $ (284,88) $ (258,59 $(257,27°) $(268,14()
Amounts recognized in the Consolidated Balance ShBecember 3
Accrued benefit liability (other current liabiligg $ (2,809 $ (13,26¢) $ (2,515 $ (3,66%)
Accrued benefit liability (other lor-term liabilities) (282,089 (245,33)) (254,762 (264,477)
Net amount recognize $ (284,88")  $ (258,599  $(257,27)  $(268,14()

Benefit Costs:
Components of net periodic benefit costs for theryended December 31 (in thousands):

Pension and Postretirement
SERPA Benefits Healthcare Benefits
2010 2009 2008 2010 2009 2008

Service cos $ 42,88¢ $ 47,30¢ $ 51,36 $ 9,957 $ 11,39( $ 13,07¢
Interest cos 77,99¢ 74,57¢ 68,59: 20,77¢ 22,44¢ 21,64(
Expected return on plan ass (97,376) (86,225 (88,067 (9,78)) (12,279 (112,237
Amortization of unrecognizet

Prior service cost (credi 4,38: 5,55: 6,15¢ (2,919 (1,299 (1,129

Net loss 23,87: 12,75t 6,41¢ 9,39¢ 5,92¢ 5,501
Net curtailment los 15,50¢ 29,39( — 11,64 7,01 —
Settlement los 4,67: 1,411 — — — —
Special retiree benefi — — — — — 4,881
Net periodic benefit cos $ 71,94t $ 84,77( $ 44,46¢ $39,07: $ 34,30: $ 32,74¢
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As discussed in Note 4, the Company recorded m@siting expense of $163.5 million during 2010. Téstructuring actions resulted in
a pension and postretirement healthcare plan migilcaent loss of $27.1 million, which is includedthe $163.5 million restructuring
expense. The net curtailment loss of $27.1 miltonsists of a $28.2 million curtailment loss retate the 2010 Restructuring Plan and a $1.1
million curtailment gain related to the 2009 Restwiing Plan. During 2009, the Company recordedréa@ment charge of $36.4 million on
its pension and post-retirement healthcare plagsmmection with the 2009 Restructuring Plan.

During 2010, the Company incurred a $4.7 milliottlement loss on its SERPA plans compared to a llibn settlement loss on its
SERPA plans during 2009. The settlement losses thereesult of benefit payments made to former etkees who departed the Company
during 2009 and 2010.

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

Amounts included in accumulated other compreherisis@me, net of tax, at December 31, 2010 whickehaxt yet been recognized in
net periodic benefit cost are as follows (in thows):

Pension and Postretirement
SERPA Benefit: Healthcare Benefit: Total
Prior service cost (credi $ 7,22¢ $ (20,789 $(13,56()
Net actuarial los 339,25! 84,031 423,28t
$ 346,48 $ 63,24¢ $409,72¢

Amounts expected to be recognized in net periodiehit cost, net of tax, during the year ended Dy 31, 2011 are as follows (in
thousands):

Pension and Postretirement
SERPA Benefits Healthcare Benefits Total
Prior service cost (credi $ 1,871 $ (2,442) $ (56%)
Net actuarial los 19,05( 4,52¢ 23,57¢
$ 20,92; $ 2,08¢ $23,01¢

Assumptions:

Weighted-average assumptions used to determindibebkégations and net periodic benefit cost abetcember 31,
2010, December 31, 2009 and December 31, 200&dal@wvs:

Pension and Postretirement

SERPA Benefits Healthcare Benefits
2010 2009 2008 2010 2009 2008

Assumptions for benefit obligation

Discount rate 5.7% 6.0(% 6.1(% 528 565%  6.1(%

Rate of compensatic 3.4%% 3.6€6% 3.6€% n/e n/e n/e
Assumptions for net periodic benefit cc

Discount rate 6.0(% 6.1(% 6.3(% 5.65% 6.1(% 6.3(%

Expected return on plan ass 8.25% 8.25% 8.5(% 8.25% 8.25% 8.5(%

Rate of compensation incree 3.6€% 3.6€6% 4.0(% n/e n/e n/e
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Pension and SERPA Accumulated Benefit Obligation:

Each of the Company’s pension and SERPA plans baparately determined accumulated benefit obtiggthBO) and plan asset
value. The ABO is the actuarial present value oidiiés based on service rendered and current sstccpenpensation levels. This differs fr¢
the projected benefit obligation (PBO) in thahitludes no assumption about future compensatiaideVhe total ABO for all the Comparsy’
pension and SERPA plans combined was $1.31 bilimh$1.21 billion as of December 31, 2010 and 268hectively.

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

December 31 December 31
2010 2009
Pension plans with PBOs in excess of fair valuplafh assets
PBO $ 1,351.¢ $ 1,234.¢
Fair value of plan asse $ 1,105.t $ 1,026.:
Number of plan: 4 4

The following table summarizes information relatecCompany pension plans with an ABO in exces$effair value of plan assets (in
millions):

December 31 December 31
2010 2009
Pension plans with ABOs in excess of fair valuglah assets
ABO $ 1,280.¢ $ 1,174.
Fair value of plan asse $ 1,105. $ 1,026.:
Number of plan: 4 4

The Company’s SERPA plans, which can only be furatedliaims are paid, had projected and accumuletedfit obligations of $38.7
million and $27.6 million, respectively, as of Dedger 31, 2010 and $49.8 million and $38.9 millimspectively, as of December 31, 2009.

Plan Assets:

The Company employs a total return investment aagravhereby a mix of equities and fixed-income gtreents is used to maximize
the long-term return of plan assets for a prudevellof risk. The investment portfolio containsigedsified blend of equity and fixed-income.
The Company'’s overall targeted asset allocatiogeat December 31, 2010 as a percentage of totkkinaalue was approximately 75%
equity and 25% fixed-income. Equity holdings priftyainclude investments in small-, medium- and E@ap companies in the U.S.
(including Company stock), investments in develoged emerging foreign markets and alternative itnwents such as private equity and
estate. Fixed-income holdings consist of U.S. gowvemt and agency securities, state and municipadfa@orporate bonds from diversified
industries and foreign obligations. In additionsitédalances are maintained at levels adequatedbmaar-term plan expenses and benefit
payments. Investment risk is measured and monitometh ongoing basis through quarterly investmenifaio reviews.
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The following tables present the fair values of phen assets related to the Company’s pension asttlgtirement healthcare plans

within the fair value hierarchy as defined in Nate

The fair values of the Company’s pension plan asseiof December 31, 2010 are as follows (in thuisa

Assets:

Cash and cash equivalel

Equity holdings:

U.S. companie

Foreign companie
Harley-Davidson common stoc
Pooled equity fund

Limited partnership interes
Other

Total equity holding:

Fixec-income holdings

U.S. Treasurie

Federal agencie
Corporate bond

Pooled fixed income func
Foreign bond:

Municipal bonds

Total fixec-income holding
Total pension plan asse

Balance as of
December 31, 201

$ 29,40:

509,97t
56,13
44,15¢
136,69:
40,42
2,211
789,58

35,23
48,16¢

86,78:
107,08

8,85¢

371

286,49

$ 1,105/48

Quoted Prices in
Active Markets for

Identical Assets

(Level 1)
$ —

508,30:
56,13
44,15¢

136,69:

745,28!

35,23¢

107,08

142 ,32:
5887601

Significant
Other
Observable

Inputs

(Level 2)
$ 29,40:

1,672

1,672

48,16¢
86,78

8,85:
371
144,17:
$175,24°

Significant
Unobservable

Inputs

(Level 3)

40,42
2,211
42,63:

$ 42,630

Included in the pension plan assets are 1,273 5&s of the Company’s common stock with a markétesof $44.2 million at

December 31, 2010.

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

December 31, 2010 (in thousands):

Balance, beginning of peric
Actual return on plan asse
Relating to assets still held at the reporting 1

Purchases, sales and settlem:

Balance, end of peric

106

Total
$32,81¢

4,22
5,591
$42,63:

Limited Partnership

Interests

$ 30,33:
4,08¢
6,00-
$ 40,42
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The fair values of the Company’s postretirementtheare plan assets, which did not contain any L&\assets, as of December 31,
2010, are as follows (in thousands):

Significant
Quoted Prices in Other
Active Markets for Observable
Balance as of Identical Assets Inputs
December 31, 201 (Level 1) (Level 2)
Assets:
Cash and cash equivalel $ 14,40¢ $ — $ 14,40¢
Equity holdings:
U.S. companie 80,91¢ 80,577 33¢
Foreign companie 9,36¢ 9,36¢ —
Total equity holding: 90,28( 89,94: 33¢
Fixec-income holdings
U.S. Treasurie 3,501 3,501 —
Federal agencie 6,11¢ — 6,11¢
Corporate bond 6,15¢ — 6,15¢
Foreign bond: 45¢ — 45¢
Municipal bonds 14C — 14C
Total fixec-income holding 16,38( 3,507 12,87:
Total postretirement healthcare plan as $ 121,06 $ 93,44¢ $ 27,61¢

No plan assets are expected to be returned todhgany during the fiscal year-ended December 31120

For 2011, the Company’s overall expected long-texta of return on assets is 8.0%. The expectedtemg rate of return is based on
the portfolio as a whole and not on the sum ofréterns on individual asset categories. The ratibrased on historical returns adjusted to
reflect the current view of the long-term investrirarket.

Postretirement Healthcare Cost:

The weighted-average healthcare cost trend rattingetermining the accumulated postretiremengfieabligation of the healthcare
plans was as follows:

2010 2009
Healthcare cost trend rate for next y 8.5% 7.5%
Rate to which the cost trend rate is assumed tiingegche ultimate rate 5.C% 5.C%
Year that the rate reaches the ultimate trend 201¢ 201¢

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

One One
Percent Percent
Increase Decrease
Total of service and interest cost components itD: $ 49C $ (510
Accumulated benefit obligation as of December MG $15,10( $(14,047)
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Future Contributions and Benefit Payments:

Due to significant declines in worldwide financiaarket conditions during 2008, the funded statusi®@fCompany’s pension and
postretirement healthcare plans was adverselytatfe®uring 2009, the Company contributed $233.Hanito its pension, SERPA and
postretirement healthcare plans. No additionalridmuntions were required during 2010 beyond curkmmtefit payments for SERPA and
postretirement healthcare plans. In January 20&E1Company contributed $200.0 million to furthemduts pension plans. The Company will
evaluate additional contributions to further futglpension plans even though no additional perieam contributions are required in 2011.
The Company expects it will continue to make omgaiontributions related to current benefit payradat SERPA and postretirement
healthcare plans.

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

Postretirement

Medicare

Pension SERPA Healthcare Subsidy

Benefits Benefits Benefits Receipts

2011 $ 63,65¢ $ 2,801 $ 28,92! $ 961
2012 $ 64,40 $ 1,93¢ $ 31,97¢ $ 1,15¢
2013 $ 65,39; $ 2,10¢ $ 32,560 $ 1,34¢
2014 $ 66,89¢ $ 3,40¢ $ 32,94¢ $ 1,55:
2015 $ 68,83( $ 1,69¢ $ 33,315 $ 1,747
201¢-2020 $401,02¢ $10,82( $ 165,47: $12,06:

Defined Contribution Plans:

The Company has various defined contribution bépédins that in total cover substantially all ftike employees. Employees can
make voluntary contributions in accordance withghavisions of their respective plan, which incles@e401(k) tax deferral option. The
Company expensed $12.6 million, $3.4 million and.8Imillion for Company contributions during 202009 and 2008, respectively.

16. Leases

The Company operates certain administrative, matwufiag, warehouse and testing facilities and empeipt under lease arrangements
that are accounted for as operating leases. Tenthlrexpense was $11.0 million, $10.1 million &id.1 million for 2010, 2009 and 2008,
respectively.

Future minimum operating lease payments at DeceBihe2010 were as follows (in thousands):

2011 $11,39¢
2012 8,56¢
2013 7,52t
2014 5,97:
2015 4,90¢
After 2015 8,41¢
Total operating lease paymel $46,77¢

17. Commitments and Contingencies

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

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

Shareholder Lawsuits:

In re Harley-Davidson, Inc. Securities Litigatisras a consolidated shareholder securities clagmdatvsuit filed in the United States
District Court for the Eastern District of WisconsOn October 8, 2009, the judge granted defendanatson to dismiss, and the clerk of
court entered judgment dismissing the consolideteduit. No appeal was taken from the final judgtreard the dismissal of the case became
final. Subsequently, on March 18, 2010, a groum@ividuals who appear to be inmates in a fedavalectional institution filed a motion to
intervene which was immediately dismissed by thetfizit Court because judgment had already beemezht®n April 5, 2010, two of the
individuals filed notices of appeal of the dismis€&n May 27, 2010, the Court of Appeals for the&gh Circuit dismissed the appeals for
failure to pay the required docketing fees. Thenisal of the action again became final.

In 2005, three shareholder derivative lawsuits viged in the United States District Court for tBastern District of Wisconsin, and t
shareholder derivative lawsuits were filed in Milvk@e County Circuit Court on July 22, 2005 and Noler 16, 2005, against some or all of
the following current or former directors and offis of the Company: Jeffrey L. Bleustein, Jamegiémer, James M. Brostowitz, Barry K.
Allen, Richard |. Beattie, George H. Conrades, dnds. Green, Donald A. James, Sara L. Levinsony@eb. Miles, Jr., James A. Norling,
James A. McCaslin, Donna F. Zarcone, Jon R. Flg&inGail A. Lione, Ronald M. Hutchinson, W. Kenm&utton, Jr. and John A. Hevey.
On November 24, 2009, all federal court derivaplaantiffs moved to voluntarily dismiss their lawtsuand all claims without prejudice. On
November 30, 2009, the federal court entered omglensting the motions and dismissing the federattcderivative lawsuits withot
prejudice. The remaining state court shareholdde sterivative action (which was a consolidatiothef two lawsuits filed in Milwaukee
County Circuit Court) was dismissed in a hearingNmvember 29, 2010, and the dismissal became dimdanuary 24, 2011.

York Environmental Matters:

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

In February 2002, the Company was advised by thethRt it considers some of the Company’s remealiagictivities at the York
facility to be subject to the EPA’s corrective actiprogram under the Resource Conservation andvegcéct (RCRA) and offered the
Company the option of addressing corrective aatiotier a RCRA facility lead agreement. In July 2488, York facility was designated as
the first site in
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Pennsylvania to be addressed under the “One Cle@ragram. The program provides a more streamlined and effi@eersight of voluntat
remediation by both PADEP and EPA and will be eatidut consistent with the Agreement with the Na\g/a result, the RCRA facility lez
agreement has been superseded.

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

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

Product Liability Matters:

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

18. Capital Stock
Common Stock:

The Company is authorized to issue 800,000,00GstaErcommon stock of $.01 par value. There weBe2nillion and 234.3 million
common shares outstanding as of December 31, 261@@09, respectively.

No share repurchases were made during 2010 and R0@®&g 2008, the Company repurchased 6.4 mililoares of its common stock
at a weighted-average price of $40. These repueshasre made pursuant to the following authorizatign millions of shares):

Authorization
Remaining
at
December 31

Shares Repurchased

Board of Directors’ Authorization 2010 2009 2008 2010
1997 Authorizatior — — — 7.3
2006 Authorizatior — — 31 —
2007 Authorizatior = = 33 16.7
Total — — 6.4 24.C

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

2006 Authorization- In October 2006, the Company’s Board of Direcgaparately authorized the Company to buy backup t
20.0 million shares of its common stock with nolaolimit or expiration date. This authorization sMexhausted during 2008.
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2007 Authorizatior- In December 2007, the Company’s Board of Direcsaparately authorized the Company to buy badk up
20.0 million shares of its common stock with nolaolimit or expiration date. There are 16.7 mitlishares remaining under this authorize
at December 31, 2010.

Preferred Stock:

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

Prior to August 20, 2010, Preferred Stock was keskfor issuance in connection with the Companyitsianding Preferred Stock
purchase rights (Rights). The Rights expired atthee of business on August 20, 2010.

19. Share-Based Awards

The Company has a share-based compensation plah whs approved by its Shareholders in April 20@8&r{) under which the Board
of Directors may grant to employees share-baseddswacluding nonqualified stock options, stock iggation rights (SARs), shares of
restricted stock and restricted stock units (RSUkg options and SARs granted under the Plan haexercise price equal to the fair market
value of the underlying stock at the date of geand, prior to 2010, generally vested ratably ovime-year period with the first 25%
becoming exercisable one year after the date oftgBeginning with awards granted in 2010, optiand SARs granted under the Plan will
vest ratably over a three-year period with the firse-third of the grant becoming exercisable opar after the date of grant. The options and
SARs expire 10 years from the date of grant. Shafresstricted stock and RSUs that were issued ruthgePlan prior to 2010 generally ves
over periods ranging from 2 to 5 years with certfithe shares and RSUs subject to accelerateshgestould the Company meet certain
performance conditions. Beginning with awards gednih 2010, shares of restricted stock and RSUsteglaunder the Plan will vest ratably
over a three-year period with the first one-thifdh® grant vesting one year after the date oftgi@ividends are paid on shares of restricted
stock and dividend equivalents are paid on RSU®éddember 31, 2010, there were 14.0 million shafe®mmon stock available for future
awards under the Plan.

Stock Options:

The Company estimates the grant date fair values @iption awards granted using a lattice-basemoptaluation model. The Company
believes that the lattice-based option valuatiomleh@rovides a more precise estimate of fair véhas the Black-Scholes option pricing
model. Lattice-based option valuation models wilianges of assumptions over the expected terheddjtions. The Company uses a
weighted-average of implied and historical volgtito determine the expected volatility of its ¢o€he Company uses historical data to
estimate option exercise and employee terminatitimmthe valuation model. The expected term ofapt granted is derived from the out
of the option valuation model and represents ttezage period of time that options granted are erpeto be outstanding. The risk-free rate
for periods within the contractual life of the aptiis based on the U.S. Treasury yield curve iacéfat the time of grant.
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Assumptions used in calculating the lattice-basédvialue of options granted during 2010, 2009 2008 were as follows:

2010 2009 2008
Expected average term (in yea 6.9 7.5 5.9
Expected volatility 42%- 60% 53%- 79% 37%- 44%
Weighted average volatilit 48% 56% 39%
Expected dividend yiel 1.8% 3.3% 2.0%
Risk-free interest rat 0.1%- 3.7% 0.3%- 2.8% 1.9%- 3.7%

The following table summarizes the stock optiomsections for the year ended December 31, 201Bdinsands except for per share
amounts):

Weighted-
Average
Options Price
Options outstanding, beginning of peri 7,67¢ $ 35
Options grante 86¢ $ 23
Options exercise (63€) $ 12
Options forfeitec (927 $ 33
Options outstanding, end of peri 6,97¢ $ 36
Exercisable, end of peric 3,96¢ $ 47

The weighted-average fair value of options grauii@ing the years ended December 31, 2010, 2002@08i was $8, $5 and $10,
respectively.

As of December 31, 2010, there was $14.6 millionmmecognized compensation cost related to stotikropthat is expected to be
recognized over a weighted-average period of 2aBsye

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

2010 2009 2008
Exercisec $12,71( $ — $1,04<
Outstanding $53,24¢ $35,71: $ 11
Exercisable $ 8,54¢ $ 5,18¢ $ —

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

Stock options outstanding at December 31, 2010djein thousands):

Weighted-Average Weighted-Average
Price Range Contractual Life Options Exercise Price
$10.01 to $2( 8.1 1,782 $ 12
$20.01 to $3( 8.6 1,137 $ 23
$30.01 to $4( 6.€ 1,05¢ $ 39
$40.01 to $5( 1.8 712 $ 43
$50.01 to $6( 3.4 1,30¢ $ 52
$60.01 to $7( 5.1 98¢ $ 65
Options outstandin 6.1 6,97¢ $ 36
Options exercisabl 4.5 3,96¢ $ 47
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Stock Appreciation Rights (SARS)

SARs vest under the same terms and conditionstemephowever, they are settled in cash equdied settlement date fair value. A
result, SARs are recorded in the Company’s conatitibalance sheets as a liability until the daexercise.

The fair value of each SAR award is estimated uaitggtice-based valuation model. In accordanck wWBC Topic 718, “Stock
Compensation”, the fair value of each SAR awan@¢alculated at the end of each reporting periatithe liability and expense adjusted
based on the new fair value and the percent vested.

The assumptions used to determine the fair valibeoSAR awards at December 31, 2010 and 2009 agef@lows:

2010 2009
Expected average term (in yea 5.4 6.1

Expected volatility 32%- 40% 40%- 47%
Expected dividend yiel 1.2% 1.6%
Risk-free interest rat 0.1%- 3.4% 0.04%- 3.85%

The following table summarizes the SAR transactionshe year ended December 31, 2010 (in thousexckspt for per share amoun

Weighted-
Average
SARs Price
Outstanding, beginning of peri 364 $ 30
Grantec 25 $ 23
Exercisec 19 $ 12
Forfeited (61) $ 28
Outstanding, end of peric 30¢ $ 31
Exercisable, end of peric 77 $ 25

The weighted-average fair value of SARs granteéhduhe years ended December 31, 2010, 2009 art\286 $8, $5 and $10,
respectively.

Restricted (Nonvested) Stock:

The fair value of restricted shares is determingseld on the market price of the Comparghares on the grant date. The following t
summarizes the restricted share transactions éoyear ended December 31, 2010 (in thousands efargmtr share amounts):

Grant Date
Restricted

Fair Value

Shares Per Share

Nonvested, beginning of peri 1,60¢ $ 35
Grantec 83z $ 23
Vested (181) $ 25
Forfeited (195 $ 29
Nonvested, end of peric 2,061 $ 31

As of December 31, 2010, there was $22.8 millionroecognized compensation cost related to restristock that is expected to be
recognized over a weighted-average period of 2aBsye
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Restricted Stock Units (RSUs)

Restricted stock units vest under the same termisanditions as restricted stock; however, theysattted in cash equal to their
settlement date fair value. As a result, RSUs ecended in the Company’s consolidated balance slaset liability until the date of vesting.

The fair value of RSUs is determined based on theket price of the Company’s shares on the gratet dde following table
summarizes the restricted share transactions éoyear ended December 31, 2010 (in thousands efargmer share amounts):

Weighted-Average

Grant Date

Restricted Fair Value

Stock Unit Per Share
Nonvested, beginning of peri 134 $ 27
Grantec 10€ $ 23
Vested @) $ 24
Forfeited (29 $ 27
Nonvested, end of peric 20¢ $ 25

20. Earnings Per Share

The Company has a share-based compensation planwhith employees may be granted share-based sivenldding shares of
restricted stock and restricted stock units (RSNen-forfeitable dividends are paid on unvestedehaf restricted stock and non-forfeitable
dividend equivalents are paid on unvested RSUsuh, shares of restricted stock and RSUs aredemesi participating securities under the
two-class method of calculating earnings per shargescribed in ASC Topic 260, “Earnings per Shaige two-class method of calculating
earnings per share did not have a material impath® Company’s earnings per share calculatiorf Beoember 31, 2010, 2009 and 2008.

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

2010 2009 2008
Numerator:
Income from continuing operations used in compubagic and diluted earnings per sh $259,66¢ $ 70,64. $684,23!
Denominator:
Denominator for basic earnings per sl-weightec-average common shar 233,31 232,57 234,22"
Effect of dilutive securitie— employee stock compensation p 1,47¢ 99¢€ 252
Denominator for diluted earnings per st-adjusted weighte-average shares outstand 234,78 233,57: 234,47
Earnings per common share from continuing operat|
Basic $ 111 $ 0.3C $ 2.9
Diluted $ 111 $ 0.3 $ 292

Options to purchase 4.2 million, 5.0 million an@ ®illion weighted-average shares of common statktanding during 2010, 2009
and 2008, respectively, were not included in thenBany’s computation of dilutive securities becatirgeexercise price was greater than the
market price and therefore the effect would haventanti-dilutive.
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21. Business Segments and Foreign Operations
Business Segments:

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

The Motorcycles segment designs, manufacturesellsdad wholesale heavyweight (engine displacerofbl+cc) cruiser and touring
motorcycles as well as a line of motorcycle paatgessories, general merchandise and related agrvic

The Financial Services segment provides wholesalgetail financing and provides insurance andriausce-related programs primarily
to Harley-Davidson dealers and their retail custemedDFS conducts business principally in the WhB¢ates and Canada.

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

2010 2009 2008
Motorcycles net revent $4,176,62 $4,287,13 $5,578,41.
Gross profit 1,427,40: 1,386,191 1,931,14.
Selling, administrative and engineering expe 885,13 851,16! 942,26°
Restructuring expense and other impairm: 163,50¢ 220,97¢ 12,47¢

Operating income from Motorcycls $ 378,75 $ 314,05 $ 976,40:
Financial services reveni $ 682,70¢ $ 494,77 $ 376,97(
Financial services expen 500,83t 581,05¢ 294,20!
Goodwill impairment — 28,38’ —
Restructuring expens — 3,30z —

Operating income (loss) from Financial Servi@®)c $ 181,87: $ (117969 $ 82,76¢

(a) Financial Services operating income for 2010 inekithe effects of consolidating formerly unconsatiedi QSPEs (see Note
(b) Financial Services operating (loss) income for 2868 2008 includes a lower of cost or market adjest of $5.9 million and $37.8 million, respectivésee Note 10
(c) Financial Services operating (loss) income for 2868 2008 includes an impairment of retained sexation interests of $45.4 million and $41.4 mitlicespectively (see Note *

Financial Services revenue includes $9.2 milliat4.$ million and $18.0 million of interest that HODVpaid to HDFS on wholesale
finance receivables in 2010, 2009 and 2008, resgbet This interest was paid on behalf of HDMQ'slependent dealers as a way to enable
dealers to manage seasonal increases in invefiioeyoffsetting cost of these interest incentives veorded as a reduction to Motorcycles
revenue.

115



Table of Contents

Information by industry segment is set forth belmswof December 31 (in thousands):

Financial

Motorcycles Services Consolidated
2010
Total asset $2,701,96! $6,728,77! $9,430,74
Depreciatior $ 248,24t $ 6,92¢ $ 255,17:
Capital expenditure $ 167,73 $  3,11f $ 170,84
2009
Total asset® $3,277,92! $5,877,59. $9,155,51!
Depreciatior $ 238,27t $ 8,06¢ $ 246,34
Capital expenditure $ 111,31¢ $ 5,43 $ 116,74
2008
Total asset® $2,743,85! $5,084,76! $7,828,62!
Depreciatior $ 212,91 $  7,84C $ 220,75
Capital expenditure $ 224,62 $ 4,33¢ $ 228,95¢

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

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

2010 2009 2008

Revenue from Motorcycle®:
United State: $2,818,03. $2,910,09. $3,844,05.
Europe 699,49. 700,88 888,02(
Japar 234,24° 255,90: 279,36¢
Canade 157,60t 175,96¢ 256,64(
Australia 136,17: 137,62t 168,12:
Other foreign countrie 131,07¢ 106,66. 142,21(

$4,176,62 $4,287,13 $5,578,41.

Revenue from Financial Servic®:

United State: $ 652,84¢ $ 466,16: $ 348,46:
Europe 3,491 3,164 3,16¢€
Canads 26,36! 25,45¢ 25,34:

$ 682,70¢ $ 494,77¢ $ 376,97(

Long-lived asset®:
United State: $ 842,46: $ 918,65¢ $1,100,85!
International 62,19: 65,41: 63,04(
$ 904,65 $ 984,07: $1,163,89:

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

The Company has the following material relatedyptietnsactions. A director of the Company is Chaimmand Chief Executive Officer
and an equity owner of Fred Deeley Imports Ltd.€leg Imports), the exclusive distributor of the Guany’s motorcycles in Canada. The
Company recorded motorcycles and related prodeetnue and financial services revenue from Deetgyotts during 2010, 2009 and 2008
of $158.7 million, $177.2 million and $258.3 miltiprespectively, and had finance receivables beldae from Deeley Imports of $21.0
million and $13.9 million at December 31, 2010 2089, respectively. All such products were providethe ordinary course of business at
prices and on terms and conditions that the Compatigves are the same as those that would resuitdrm’s-length negotiations between
unrelated parties.

23. Supplemental Consolidating Data

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

Year Ended December 31, 2010

Motorcycles

& Related
Products Financial
Operations Services Operation Eliminations Consolidated
Revenue

Motorcycles and related produt $4,176,62 $ — $ — $4,176,62
Financial service — 683,32¢ (620 682,70!
Total revenue 4,176,62 683,32¢ (620) 4,859,33

Costs and expense
Motorcycles and related products cost of goods 2,749,22. — — 2,749,22.
Financial services interest expel — 272,48: — 272,48:
Financial services provision for credit los: — 93,11¢ — 93,11¢
Selling, administrative and engineering expe 881,88t 139,10: (620) 1,020,37.
Restructuring expense and other impairm: 163,50¢ — — 163,50¢
Total costs and expens 3,794,62 504,70! (620 4,298,70!
Operating incom: 382,00° 178,62« — 560,63:
Investment incom 5,44; — — 5,44
Interest expens 90,35 — — 90,357
Loss on debt extinguishme 85,24% — — 85,24
Income before provision for income tay 211,84! 178,62« — 390,46
Provision for income taxe 66,49¢ 64,30¢ — 130,80!
Income from continuing operatiol 145,35( 114,31¢ — 259,66
Loss from discontinued operations, net of (113,129 — — (113,129
Net income $  32,22¢ $ 114,31 $ — $ 146,54
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Revenue
Motorcycles and related produc
Financial service

Total revenue

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

Total costs and expens

Operating income (los!

Investment incom

Interest expens

Income (loss) before provision for income ta

Provision for (benefit from) income tax

Income (loss) from continuing operatic

Loss from discontinued operations, net of

Net income (loss

Revenue
Motorcycles and related produc
Financial service

Total revenue

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

Total costs and expens

Operating incom:

Investment incom

Interest expens

Income before provision for income tay

Provision for income taxe

Income from continuing operatiol

Loss from discontinued operations, net of

Net income

Year Ended December 31, 2009

Motorcycles
& Related
Products

Operations

$4,287,13

4,287,13

2,900,93

852,07:
220,97
3,973,98:
313,14°
4,25¢
21,68(
295,72:
140,56
155,15
(125,75)
$  29,39¢

Financial Service:

Operations

$

495,68

495,68

283,63¢
169,20t
128,21¢

3,30z

28,38

612,74t

(117,06)

(117,06)
(32,546

(84,51%)

$ (8451

Eliminations

$ —
(90¢)
(90¢)
(908
(909

$ -

Year Ended December 31, 2008

Consolidated

$4,287,13
494,77
4,781,90!

2,900,93.
283,63«
169,20
979,38
224,27

28,38
4,585,82.
196,08t
4,25t
21,68(
178,66(
108,01
70,64
(125,75)

$ (55,116

Motorcycles

& Related

Products Financial
Operations Services Operation Eliminations Consolidated
$5,583,34. $ — $ (4,929 $5,578,41.
— 377,54. (572) 376,97(
5,583,34. 377,54. (5,507) 5,955,38.
3,647,27! — — 3,647,27!
— 136,76 — 136,76.
— 39,55¢ — 39,55¢
942,83 122,81t (5,501) 1,060,15.
12,47¢ — — 12,47¢
4,602,58. 299,13 (5,507 4,896,21
980,75¢ 78,40¢ — 1,059,16
11,29¢ — — 11,29¢
4,54 — — 4,54
987,51: 78,40¢ — 1,065,92
353,64. 28,04t — 381,68
633,87 50,363 — 684,23!
(29,517) — — (29,517)
$ 604,35! $ 50,36! $ o $ 654,71
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ASSETS
Current asset:
Cash and cash equivalel
Marketable securitie
Accounts receivable, n
Finance receivables held for investment,
Restricted finance receivables held by variablerast
entities, ne
Inventories
Restricted cash held by variable interest ent
Deferred income taxe
Other current asse

Total current asse

Finance receivables held for investment,

Restricted finance receivables held by variablerggt entities, ne
Property, plant and equipment, |

Goodwill

Deferred income taxe

Other lon¢-term asset

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payabl
Accrued liabilities
Shor-term debr
Current portion of long-term debt held by variainigerest
entities
Total current liabilities
Long-term debi
Long-term debt held by variable interest entit
Pension liability
Postretirement healthcare liabili
Other lon¢-term liabilities
Commitments and contingencies (Note
Total shareholde’ equity

December 31, 2010

Motorcycles
& Related
Products

Operations

$ 791,79:
140,11¢
454,31

326,44¢

101,42
57,26¢
1,871,35

785,13

29,59(
206,17
118,57:

$ 195,64.
501,74:

697,38
303,00(

282,08!
254,76:
140,80«

1,332,80:
$3,010,83
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Financial
Services Operation Eliminations Consolidated
$ 230,14: $ — $1,021,93.
— — 140,11¢
— (191,929 262,38:
1,080,43. — 1,080,43.
699,02¢ — 699,02¢
— — 326,44¢
288,88’ — 288,88’
44,98¢ — 146,41
91,29’ (47,575 100,99:
2,434,77. (239,50 4,066,62
1,553,78. — 1,553,78.
2,684,33I — 2,684,33I
29,97 — 815,11:
— — 29,59(
11,03t (3,225 213,98¢
14,88¢ (66,147 67,31:
$ 672877 $(308,87%) $9,430,74(
$ 253,79 $(224,090 $ 225,34t
73,56¢ (18,639 556,67:
480,47: — 480,47:
751,29: — 751,29:
1,559,12 (242,729 2,013,78:
2,213,65I — 2,516,65!
2,003,94. — 2,003,94.
— — 282,08!
— — 254,76
11,85( — 152,65
940,20t (66,147 2,206,86!
$ 6,728,77! $(308,87) $9,430,74
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December 31, 2009

Motorcycles & Relatec

Financial
Products Operations Services Operation Eliminations Consolidated
ASSETS
Current asset:
Cash and cash equivalel $ 1,141,86: $ 488,57: $ — $1,630,43.
Marketable securitie 39,68¢ — — 39,68¢
Accounts receivable, n 356,93: — (87,567 269,37
Finance receivables held for investment, — 1,436,11. — 1,436,11.
Inventories 323,02¢ — — 323,02¢
Assets of discontinued operatic 181,21: — — 181,21:
Deferred income taxe 130,88« 48,80: — 179,68!
Other current asse 60,86¢ 221,55 — 282,42.
Total current asse 2,234,46 2,195,04. (87,567 4,341,94!
Finance receivables held for investment, — 3,621,04: — 3,621,04:
Property, plant and equipment, | 872,33t 34,57( — 906,90t
Goodwill 31,40( — — 31,40(
Deferred income taxe 169,84: 10,24: (2,58)) 177,50«
Other lon¢-term asset 123,83t 16,69( (63,81) 76,71:
$ 3,431,88: $ 5,877,59: $(153,959) $9,155,51!
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payabl $ 141,09° $ 108,97! $ (87,56)) $ 162,51
Accrued liabilities 447,02: 69,64« (2,58)) 514,08
Liabilities of discontinued operatiol 69,53t — — 69,53t
Shor-term debr — 189,99¢ — 189,99¢
Current portion of lon-term debt 204,95¢ 1,127,13; — 1,332,09.
Total current liabilities 862,61: 1,495,75. (90,147 2,268,22:
Long-term debt 600,00( 3,514,03! — 4,114,03!
Pension liability 245,33 — — 245,33
Postretirement healthcare liabili 264,47 — — 264,47
Other lon¢-term liabilities 143,90! 11,42¢ — 155,33!
Commitments and contingencies (Note
Total shareholde’ equity 1,315,56: 856,37: (63,81) 2,108,111
$ 3,431,88: $ 5,877,59. $(153,959) $9,155,51.
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Year ended December 31, 2010

Motorcycles

Eliminations
& Related Financial
Products Services &
Operations Operations Adjustments Consolidatec
Cash flows from operating activitie
Net income $ 32,22¢ $ 114,31¢ $ — $  146,54!
Loss from discontinued operatio (113,129 — — (113,12)
Income from continuing operatiol 145,35( 114,31¢ — 259,66¢
Adjustments to reconcile income from continuing @iens to cash provided by operating
activities:
Depreciatior 248,24t 6,92¢ — 255,17
Amortization of deferred loan origination co: — 87,22 — 87,22
Amortization of financing origination fee 87¢ 18,74( — 19,61¢
Provision for employee loi-term benefits 78,81: 81¢ — 79,63(
Contributions to pension and postretirement p (39,39) — — (39,39)
Stock compensation exper 28,10t 2,32¢ — 30,43:
Net change in wholesale finance receival — — 81,527 81,527
Provision for credit losse — 93,11¢ — 93,11¢
Loss on debt extinguishme 85,247 — — 85,24
Pension and postretirement healthcare plan curtaifrand settlement exper 31,824 — — 31,82«
Deferred income taxe (16,779 (817) — (17,597
Foreign currency adjustmer (21,480 — — (21,48()
Other, ne’ 13,17¢ (1,269 — 11,91(
Change in current assets and current liabili
Accounts receivabl (101,467 — 104,36 2,90¢
Finance receivable- accrued interest and otk — 10,08: — 10,08:
Inventories 2,51¢ — — 2,51¢
Accounts payable and accrued liabilit 196,15! 170,83: (151,979 215,01
Restructuring reserve (32,25%) (219) — (32,477
Derivative instrument (813 6,152 — 5,33¢
Other 3,88¢ (48,330 47,57¢ 3,13t
Total adjustment 476,67 345,58: 81,49t 903,74!
Net cash provided by operating activities of comitig operation: 622,02: 459,90: 81,49¢ 1,163,411
Cash flows from investing activities of continuingerations
Capital expenditure (167,730 (3,115 — (170,84}
Origination of finance receivabl — (5,319,73) 3,067,201 (2,252,53)
Collections of finance receivabl — 5,817,69! (3,148,73) 2,668,96.
Purchases of marketable securi (184,369 — — (184,36))
Sales and redemptions of marketable secul 84,21, — — 84,21°
Net cash (used by) provided by investing activibésontinuing operation (267,879 494,84. (81,527 145,43
Cash flows from financing activities of continuingerations
Repayment of mediu-term notes — (200,000 — (200,00()
Repayment of senior unsecured nc (380,75) — — (380,75)
Proceeds from securitization d¢ — 598,18° — 598,18"
Repayments of securitization d¢ — (1,896,66)) — (1,896,66)
Net (decrease)/increase in credit facilities anskeenred commercial pap (178,29) 208,86° — 30,57¢
Net repayments of as-backed commercial pap — (84E) — (84%)
Net change in restricted ca — 77,654 — 77,654
Dividends paic (94,145 — — (94,145
Purchase of common stock for treas (1,706 — — (1,70€)
Excess tax benefits from share based payn 3,761 — — 3,767
Issuance of common stock under employee stock mpi&ns 7,84% — — 7,84%
Net cash used by financing activities of continuapgrations (643,289 (1,212,80) — (1,856,091
Effect of exchange rate changes on cash and casveéents of continuing operatiol 5,27¢ (371) 32 4,94(
Net decrease in cash and cash equivalents of comgioperation: (283,86¢) (258,429 — (542,29)
Cash flows from discontinued operatio
Cash flows from operating activities of discontidusperation: (71,079 — — (71,079
Cash flows from investing activities of discontinugperation: — — — —
Effect of exchange rate changes on cash and casvadents of discontinued operatic (1,195 — — (1,19%)
(72,26%) — — (72,26%)
Net decrease in cash and cash equiva $ (356,139 $ (258,429 $ — $  (614,56)
Cash and cash equivaler
Cash and cash equivaler beginning of perioc $ 1,141,86: $ 488,57: $ — $ 1,630,43
Cash and cash equivalents of discontinued opers— beginning of periot 6,06 — — 6,06
Net decrease in cash and cash equiva (356,139 (258,429 — (614,567)
Less: Cash and cash equivalents of discontinuechtipes— end of perioc — — — —
Cash and cash equivaler end of perioc $ 791,79: $ 230,14 $ — $ 1,021,93
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Year ended December 31, 2009

Motorcycles

Eliminations
& Related Financial
Products Services &
Operations Operations Adjustments Consolidatec
Cash flows from operating activitie
Net income (loss $ 29,39¢ $ (84,51% $ — $ (55,11¢)
Loss from discontinued operatio (125,75) — — (125,75)
Income (loss) from continuing operatic 155,15¢ (84,51%) — 70,64:
Adjustments to reconcile income from continuing @p@ns to cash provided by operating activit
Depreciatior 238,27t 8,06¢ — 246,34+
Amortization of deferred loan origination co: — 66,77¢ — 66,77¢
Amortization of financing origination fee 872 26,27 — 27,14¢
Provision for employee loi-term benefits 80,387 — — 80,387
Contributions to pension and postretirement p (233,229 — — (233,229
Stock compensation exper 16,32¢ 1,25( — 17,57¢
Net change in wholesale finance receival — — 332,16° 332,16°
Origination of retail finance receivables held $aile — (1,180,46) — (1,180,46)
Collections of retail finance receivables held date — 919,20: — 919,20:
Impairment of investment in retained securitizatimerests — 45,37( — 45,37(
Lower of cost or FMV adj. on finance receivables3 — 5,89¢ — 5,89¢
Goodwill and other impairmen 18,02 28,387 — 46,41:
Pension and postretirement healthcare plan cugailrand settlement exper 37,81« — — 37,81«
Provision for credit losse — 169,20t — 169,20t
Deferred income taxe 26,91 (19,987 — 6,931
Foreign currency adjustmer (22,239 — — (22,23¢)
Other, ne: 8,821 83¢ — 9,66¢
Change in current assets and current liabili
Accounts receivabl 226,33« — (217,52) 8,80¢
Finance receivable- accrued interest and otk — (3,360 — (3,360
Inventories 85,47: — — 85,47:
Accounts payable and accrued liabilit (175,93¢) (242,78) 217,52¢ (201,19)
Restructuring reserve 65,34¢ 64z — 65,98¢
Derivative instrument 10,59: (5,880 — 4,711
Other 1,138 1,84¢ — 2,97¢
Total adjustment 384,92: (178,72() 332,16 538,36¢
Net cash provided by (used by) operating activitiesontinuing operation 540,07¢ (263,23Y) 332,16 609,01(
Cash flows from investing activities of continuingerations
Capital expenditure (111,319 (5,437) — (116,749
Origination of finance receivables held for investit — (4,569,10) 3,190,87! (1,378,22)
Collections of finance receivables held for investir — 4,130,211 (3,523,04) 607,16¢
Collection of retained securitization intere — 61,17( — 61,17(
Purchase of marketable securil (39,68%) — — (39,68%)
Other- net 2,83¢ — — 2,83¢
Net cash used by investing activities of continubpgrations (148,16°) (383,15)) (332,16 (863,48)
Cash flows from financing activities of continuingerations
Proceeds from issuance of med-term notes — 496,51« — 496,51«
Proceeds from issuance of senior unsecured | 595,02¢ — — 595,02¢
Proceeds from securitization de — 2,413,19: — 2,413,19:
Repayments of securitization d¢ — (263,08:) — (263,087
Net increase/(decrease) in credit facilities ansegnred commercial pap 20,47¢ (1,103,80) — (1,083,33)
Net repayments of as-backed commercial pap — (513,16%) — (513,16%)
Net change in restricted ca — (167,66 — (167,66
Dividends paic (93,807 — — (93,807
Purchase of common stock for treas (1,920 — — (1,920
Excess tax benefits from share based payn 17C — — 17C
Issuance of common stock under employee stock opi@ns 11 — — 11
Net cash provided by financing activities of contitg operation: 519,95¢ 861,98 — 1,381,93
Effect of exchange rate changes on cash and casbeéents of continuing operatiol 7,19: (404) — 6,78¢
Net increase in cash and cash equivalents of agintijroperation: 919,06( 215,18¢ — 1,134,244
Cash flows from discontinued operatio
Cash flows from operating activities of discontiduperation: (71,299 — — (71,299
Cash flows from investing activities of discontinueperation: (18,805 — — (18,805
Effect of exchange rate changes on cash and casvedents of discontinued operatic (1,20%) — — (1,209%)
(91,31) — — (91,31)
Net increase in cash and cash equival $ 827,74¢ $ 215,18¢ $ — $ 1,042,93
Cash and cash equivaler
Cash and cash equivaler beginning of perioc $ 29551 $ 273,38 $ — $ 568,89:
Cash and cash equivalents of discontinued oper- beginning of perioc 24,66¢ — — 24,66¢
Net increase in cash and cash equival 827,74!¢ 215,18¢ — 1,042,93:
Less: Cash and cash equivalents of discontinuedhtipes— end of perioc (6,06%) — — (6,06%)
Cash and cash equivaler end of perioc $ 1,141,86; $ 488,57. $ — $ 1,630,43
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Year ended December 31, 2008

Motorcycles

Eliminations
& Related Financial
Products Services &
Operations Operations Adjustments Consolidatec
Cash flows from operating activitie
Net income $ 604,35 $ 50,36: $ — $ 654,71
Loss from discontinued operatio (29,517) — — (29,517)
Income from continuing operatiol 633,87. 50,36% — 684,23!
Adjustments to reconcile income from continuing @iens to cash provided by operating
activities:
Depreciatior 212,91 7,84( — 220,75}
Amortization of deferred loan origination co: — 38,22: — 38,22
Amortization of financing origination fee — 4,517 — 4,517
Provision for employee loi-term benefits 76,42¢ — — 76,42¢
Contributions to pension and postretirement p (19,517 — — (19,517
Stock compensation exper 22,39: 2,082 — 24,47
Loss on current year securitizatic — 5,37(C — 5,37(C
Net change in wholesale finance receival — — 99,37: 99,37:
Origination of retail finance receivables held saile — (2,788,46) — (2,788,46)
Collections of retail finance receivables held sate — 507,10¢ — 507,10t
Proceeds from securitization of retail finance realles — 467,72: — 467,72.
Impairment of investment in retained securitizatioterests — 41,400 — 41,40
Lower of cost or FMV adj. on finance receivables3 — 37,76¢ — 37,76¢
Provision for credit losse — 39,55¢ — 39,55¢
Deferred income taxe (36,107 (10,62¢) — (46,729
Foreign currency adjustmer 2,89z — — 2,89z
Other, ne’ 16,72: (967) — 15,75¢
Change in current assets and current liabili
Accounts receivabl (155,13() — 157,84( 2,71C
Finance receivable- accrued interest and otk — (7,149 — (7,14¢
Inventories (42,267) — — (42,267)
Accounts payable and accrued liabilit 30,22( 106,62¢ (90,84%) 45,99¢
Restructuring reserve 2,14¢ — — 2,14¢
Derivative instrument (9,829 (2,139 — (11,967)
Other (6,54¢) (1,82€) — (8,372
Total adjustment 94,32¢ (1,552,95) 166,36! (1,292,26))
Net cash provided by (used by) operating activitisontinuing operation 728,20( (1,502,59) 166,36! (608,029
Cash flows from investing activitie
Capital expenditure (224,62) (4,33€) — (228,959
Origination of finance receivables held for investit — (4,934,38) 4,325,761 (608,62.)
Collections of finance receivables held for investir — 4,875,06! (4,426,071 448,99(
Collection of retained securitization intere — 93,74 — 93,747
Proceeds from transfer of finance receivables fitbFSE to HDE — 65,96 (65,967) —
Sales and redemptions of marketable secul 2,54: — — 2,54
Other- net (2,57%) — — (2,57%)
Net cash (used by) provided by investing activi (224,65%) 96,04 (166,26%) (294,87Y)
Cash flows from financing activitie
Proceeds from issuance of med-term notes — 993,55( — 993,55(
Repayment of mediu-term note — (400,000 — (400,000)
Net increase in credit facilities and unsecured memtial pape 193,74¢ 567,31¢ — 761,06!
Net borrowings of ass-backed commercial pap — 490,00( — 490,00(
Dividends paic (302,31 — — (302,31
Purchase of common stock for treas (250,41() — — (250,41()
Excess tax benefits from share based payn 32C — — 32C
Issuance of common stock under employee stock opi&ns 1,17¢ — — 1,17¢
Net cash (used by) provided by financing activibésontinuing operation (357,47¢) 1,650,861 — 1,293,39
Effect of exchange rate changes on cash and casbeéents of continuing operatiol (15,819 (4,43 (200) (20,357
Net increase in cash and cash equivalents of agintijroperation: 130,25! 239,87¢ — 370,13«
Cash flows from discontinued operatio
Cash flows from operating activities of discontiduperation: (75,029 — — (75,029
Cash flows from investing activities of discontinueperation: (99,967) — — (99,967)
Effect of exchange rate changes on cash and casvadents of discontinued operatic (4,439 — — (4,439
(179,43() — — (179,43()
Net (decrease) increase in cash and cash equis. $  (49,17H $ 239,87¢ $ — $  190,70:
Cash and cash equivaler
Cash and cash equivaler beginning of perioc $ 369,35 $ 33,50: $ — $ 402,85
Cash and cash equivalents of discontinued oper-— beginning of perioc — — — —
Net increase in cash and cash equival (49,17%) 239,87¢ — 190,70
Less: Cash and cash equivalents of discontinuechtipes— end of perioc (24,66¢) — — (24,66¢)
Cash and cash equivaler end of perioc $ 295,51 $ 273,38. $ — $ 568,89
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24. Subsequent Event

In January 2011, the Company contributed $200.Damito further fund its pension plans.

SUPPLEMENTARY DATA
Quarterly financial data (unaudited)

Motorcycles:
Revenue
Operating income (los«@ ®

Financial Services
Revenue
Operating income (los @

Consolidated
Income (loss) before tax®)
Income (loss) from continuing operatic
Loss from discontinued operatio®
Net income (loss

Earnings (loss) per common share from continuing

operations
Basic
Diluted

Loss per common share from discontinued operat
Basic
Diluted

Earnings (loss) per common she
Basic
Diluted

(In millions, except per share data)

1 st Quarter 2 nd Quarter 3 1d Quarter 4th Quarter

Mar 28, Mar 29, June 27, June 28, Sep 26, Sep 27, Dec 31, Dec 31,

2010 2009 2010 2009 2010 2009 2010 2009
$1,037.0 $1,278.« $1,135.. $1,135.7 $1,087.. $1,108.! $917.1 $764.t
$ 126 $ 231.C $ 157.¢ $ 1742 $ 101.E $ 1307 $ (6.8) $(221.9)
$ 169.6 $ 1047 $ 1737 $ 124 $ 172 $ 137.C $166.2 $129.:
$ 267 $ 112 $ 606 $ (905 $ 505 $ (31.F) $43EF $ (7.1)
$ 1302 $ 2342 $ 1967 $ 832 $ 130E $ 99 $(67.0 $(238.)
$ 687 $ 1281 $ 1392 $ 334 $ 937 $ 564 $(42.1) $(147.)
$ (354 $ (10.) $ (68.1) $ (13.6) $ (4.9 $ (29.9 $ (4.7 $ (715
$ 335 $ 11724 $ 71z $ 196 $ 88E $ 265 $(46.6 $(218.)
$ 03C $ 055 $ 06C $ 014 $ 04C $ 0.2¢ $(0.1 $ (0.69
$ 02¢ $ 055 $ 056 $ 014 $ 04C $ 0.2¢ $(0.1 $ (0.69)
$ (015 $ (0.0 $ (0.29 $ (0.0 $ (0.09 $ (0.19 $(0.02 $ (0.3])
$ (0.15 $ (0.05 $ (0.29 $ (0.0 $ (0.0 $ (0.15 $(0.02) $ (0.3])
$ 014 $ 051 $ 03C $ 006 $ 036 $ 011 $(0.20 $ (0.9
$ 014 $ 05 $ 03C $ 006 $ 036 $ 011 $(0.20 $ (0.9

(@) Operating income (loss) for the Motorcycles segniecitides restructuring expense and other impaitsas discussed in Note 4 for the following peri@idsmillions):

Motorcycles:
Restructuring expens
Asset impairmen
Pension and postretirement healthcare plan curail

1St Quarter

2 "d Quarter

3 1d Quarter

4t Quarter

Mar 28, Mar 29, June 27 June 28 Sep 26 Sep 27 Dec 31 Dec 31
2010 2009 2010 2009 2010 2009 2010 2009
$ 49.: $ 304 $ 301 $ 151 $ 39z $ 36.€ $ 177 $ 83.1
— — — — — 14.2 — 3.8
(1.0) 4.5 — — 28.2 — — 33.2
$ 48.c $ 34¢ $ 301 $ 151 $ 67 $ 506 $ 177 $120.2

Total restructuring expense and other impairm
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(b) Operating income (loss) for the Motorcyclesmegt includes approximately $19 million of costsasated with the Compargyefforts to expand its presence in Brazil as dised ir
Item 7,“Managemer's Discussion and Analysis of Financial Condition &esults of Operatior”

(c) Operating income (loss) for the Financial Seggisegment includes restructuring expense assgisdun Note 4 for the quarters ended Septemb&@B and December 31, 2009 of
$1.2 million and $2.1 million, respectivel

(d) Operating income (loss) for the Financial Servieegment includes a goodwill impairment charge asugised in Note 5 for the quarter ended June 28 80$28.4 million.

(e) Income (loss) before taxes includes a loss on ebeitguishment as discussed in Note 13 for thetquended December 31, 2010 of $85.2 mill

(f) Loss from discontinued operations includes-tax impairment charges as discussed in Note Shfdllowing periods (in millions)

1 st Quarter 2 nd Quarter 3 rd Quarter 4th Quarter
Mar 28, Mar 29, June 27 June 28 Sep 26 Sep 27 Dec 31 Dec 31
2010 2009 2010 2009 2010 2009 2010 2009

Loss from discontinued operatior
Impairment charges (g-tax) $ 35.C $ — $ 76.8 $ — $ — $ 18.C $ — $ 96.5
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Item 9. Changes in and Disagreements With Accountants orcduanting and Financial Disclosure
None.
Item 9A. Controls and Procedure

Evaluation of Disclosure Controls and Procedures

In accordance with Rule 13a-15(b) of the Securiirshange Act of 1934 (the “Exchange Act”), asha €nd of the period covered by
this Annual Report on Form 10-K, the Company’s nggamaent evaluated, with the participation of the @any’s President and Chief
Executive Officer and the Senior Vice President @htef Financial Officer, the effectiveness of thesign and operation of the Company’s
disclosure controls and procedures (as defineduie R3a-15(e) under the Exchange Act). Based ufpein ¢valuation of these disclosure
controls and procedures, the President and Chie¢ive Officer and the Senior Vice President ah@eCFinancial Officer have concluded
that the disclosure controls and procedures wéeetafe as of the end of the period covered by Arinual Report on Form 10-K to ensure
that information required to be disclosed by thenpany in the reports it files or submits underBxehange Act is recorded, processed,
summarized and reported, within the time periodtHieel in the Securities and Exchange Commissidesrand forms, and to ensure that
information required to be disclosed by the Compiarthe reports it files or submits under the Exa@Act is accumulated and
communicated to the Company’s management, incluigsngresident and Chief Executive Officer andSignior Vice President and Chief
Financial Officer, as appropriate, to allow timelgcisions regarding disclosure.

Management’s Report on Internal Control over Finandal Reporting

The report of management required under this ItAnsTontained in Item 8 of Part Il of this AnniRéport on Form 10-K under the
heading “Management’s Report on Internal Contra@rdvinancial Reporting.”

Attestation Report of Independent Registered Publidccounting Firm

The attestation report required under this Itemi®gontained in Item 8 of Part Il of this Annualg®et on Form 10-K under the heading
“Report of Independent Registered Public Accountirgn on Internal Control over Financial Reporting.

Changes in Internal Controls

There were no changes in the Company’s internatabover financial reporting that occurred durihg quarter ended December 31,
2010 that have materially affected, or are reaslyrildely to materially affect, the Company’s intexl control over financial reporting.
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PART IlI

Item 10. Directors, Executive Officers and Corporate Govence

The information included or to be included in then@pany’s definitive proxy statement for the 201hwad meeting of shareholders,
which will be filed on or about March 15, 2011 (tReoxy Statement), under the captions “Questiodsfarswers about the Company — Who
are our executive officers for SEC purposes?,” fitoate Governance Principles and Board MattersditAlommittee,” “Election of
Directors,” “Section 16(a) Beneficial Ownership Reging Compliance,” “Audit Committee Report,” anthtlependence of Directors” is
incorporated by reference herein.

The Company has adopted the Harley-Davidson, linar€ial Code of Ethics applicable to the Comparhief executive officer, the
chief financial officer, the principal accountinficer and the controller and other persons perfogisimilar functions. The Company has
posted a copy of the Harley-Davidson, Inc. FinanC€iade of Ethics on the Company’s website at wwwdyadavidson.com. The Company
intends to satisfy the disclosure requirements utiden 5.05 of the Securities and Exchange CommissiCurrent Report on Form 8-K
regarding amendments to, or waivers from, the Wablavidson, Inc. Financial Code of Ethics by pogtsuch information on its website at
www.harley-davidson.com. The Company is not inaligdihe information contained on or available thioitg website as a part of, or
incorporating such information by reference intos tAnnual Report on Form 10-K.

Item 11. Executive Compensatio

The information included or to be included in thex® Statement under the captions “Executive Coragion” and “Human Resources
Committee Report on Executive Compensation” isiipomated by reference herein.

Item 12. Security Ownership of Certain Beneficial Owners attanagement and Related Stockholder Matt:

Information included or to be included in the Pré&tatement under the caption “Common Stock OwngrghCertain Beneficial
Owners and Management” is incorporated by refer&ecein.

The following table provides information about Bempany’s equity compensation plans (includingvitilial compensation
arrangements) as of December 31, 2010:

Numbr of securities

Weighted- remaining available for
Number of securities average
exercise future issuance under
to be issued upon th price of equity compensation
outstanding plans (excluding
exercise of securities reflected in
Plan Category outstanding options options the first column)
Equity compensation plans approved by shareholder:
Management employe: 6,925,40! $ 36.01 14,035,81
Equity compensation plans not approved by sharehokts:
Union employees
Kansas City, MC — $ — 26,71¢
York, PA 38,47( $ 38.8¢ 58,30(
Non employees
Board of Director: 13,80( $ 51.2% 282,72
52,27( $ 42.1¢ 367,74"
Total all plans 6,977,67 $ 36.0¢ 14,403,56
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Plan documents for each of the Company’s equitypsrsation plans have been filed with the SecurtiesExchange Commission on
a timely basis and are included in the list of bxkito this annual report on Form 10-K. Equity gamsation plans not submitted to
shareholders for approval were adopted prior toetuiregulations requiring such approval and hatédeen materially altered since
adoption.

The material features of the union employees’ stygtion awards are the same as those of the mamagemployees’ stock option
awards. Under the Company’s management and unamspstock options have an exercise price equbktéair market value of the
underlying stock at the date of grant and expineytears from the date of grant. Beginning with algagranted in 2010, stock options vest
ratably over a three-year period with the first-diied of the grant becoming exercisable one yéar the date of grant. Awards granted prior
to 2010 generally vested ratably over a four-yesaigal, with the first 25 percent becoming exerdisaime year after the date of grant.

Effective December 31, 2002, non-employee direatbthe Company’s Board of Directors were no longjagible to receive stock
options. Prior to December 31, 2002, under the @o&Directors’ plan, each non-employee directoowkrved as a member of the Board
immediately following the annual meeting of shaldbos was automatically granted an immediately @sable stock option for the purchase
of such number of shares of Common Stock equdirtettimes the annual retainer fee for directorgldd by the fair market value of a share
of Common Stock on the day of grant (rounded ugh¢éonearest multiple of 100). Board of Directotsck options have an exercise price
equal to the fair market value of the underlyinacktat the date of grant and expire ten years tirdate of grant.

The Director Compensation Policy provides non-erygdoDirectors with compensation that includes aruahretainer as well as a
grant of share units. The payment of share uniteisrred until a director ceases to serve aseatdir and the share units are payable at that
time in actual Company stock. The Director Compgasaolicy also provides that a non-employee Doemay elect to receive 50% or
100% of the annual retainer to be paid in eachncaleyear in the form of Common Stock based uperfal market value of the Common
Stock at the time of the annual meeting of shaddrsl Each Director must receive a minimum of oaké-¢f his or her annual retainer in
Company Common Stock until the Director reachedinector stock ownership guidelines defined below.

In August 2002, the Board approved “Director andi@eExecutive Stock Ownership Guidelines” (OwngpsBuidelines) which were
most recently revised in February 2011. The Ownpr&idelines stipulate that all Directors holdd®) shares of the Company’s Common
Stock and senior executives hold from 15,000 to @D shares of the Company’s Common Stock deperadirigeir level. The Directors and
senior executives have five years from the date éne elected a Director or promoted to a seniecetive to accumulate the appropriate
number of shares of the Company’s Common Stock.

Item 13. Certain Relationships and Related Transactions, adatector Independenc:

The information included or to be included in thex® Statement under the caption “Certain Traneasti and “Corporate Governance
Principles and Board Matters — Independence ofdiors” is incorporated by reference herein.

Item 14. Principal Accounting Fees and Service

The information included or to be included in thexXy Statement under the captidRdtification of Selection of Independent Registe
Public Accounting Firm — Fees Paid to Ernst & YoundpP” is incorporated by reference herein.
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PART IV
ltem 15. Exhibits and Financial Statement Schedul
(a) The following documents are filed as part @ fhorm 10-K:
(1) Financial Statemen
Consolidated statements of operations dchef the three years in the period ended Decer3iheP01( 62
Consolidated balance sheets at Decemb&030 and December 31, 20 63
Consolidated statements of cash flows &mheof the three years in the period ended Decer3hgP01C 64
Consolidated statements of shareha’ equity for each of the three years in the periodeenDecember 31, 20: 65
Notes to consolidated financial statem: 67
(2) Financial Statement Schedt
Schedule - Valuation and qualifying accoun 13C
(3) Exhibits 138

Reference is made to the separate Index to Exlubritained on pages 134 through 138 filed herewith

All other schedules are omitted since the requiméamation is not present or is not present in ans sufficient to require submission
of the schedules.
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Schedule I
HARLEY-DAVIDSON, INC.
CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS
Years ended December 31, 2010, 2009 and 2008
(In thousands)
2010 2009 2008

Accounts receivabl- allowance for doubtful accoun

Balance at beginning of peric $ 11,40¢ $ 6,24( $ 9,01¢

Provision charged to expen 3,21¢ 7,71 3,061

Reserve adjustmen (3,837 (674) 14¢€

Write-offs, net of recoverie (4317) (1,872 (5,989

Balance at end of peric $ 10,357 $ 11,40¢ $ 6,24(
Finance receivable- allowance for credit losse

Balance at beginning of peric $ 150,08: $ 40,06¢ $ 30,29t

Allowance related to newly consolidated financeereables@ 49,42+ — —

Provision for finance credit loss 93,11¢ 169,20t 39,55¢

Chargeoffs, net of recoverie (119,03) (59,19 (29,787)

Balance, end of peric $ 173,58 $150,08:. $ 40,06¢
Inventories— allowance for obsolescen®)

Balance at beginning of peri $ 34,74t $ 24,09 $ 16,30°

Provision charged to expen 17,14 36,47¢ 33,03

Reserve adjustmen 63€ (20€) (28€)

Write-offs, net of recoverie (18,349 (25,616 (24,969

Balance at end of peric $ 34,18( $ 34,74¢ $ 24,09
Deferred tax asse—- valuation allowanc:

Balance at beginning of peric $ 22,17( $ — $ —

Allowance for operating loss and credit carryfords 4,87¢ 22,17( —

Balance at end of peric $ 27,04¢ $ 22,17( $ —

(a) As part of the required consolidation of foripeaff-balance sheet securitization trusts, the @any established a $49.4 million allowance for itrledses related to the newly
consolidated finance receivabl
(b) Inventory obsolescence reserves deducted fromdetstmined on fir-in first-out (FIFO) basis, before deductions for -in, first-out (LIFO) valuation reserve
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SIGNATURES

Pursuant to the requirements of Section 13, or)1di{(the Securities Exchange Act of 1934, the regig has duly caused this report to
be signed on its behalf by the undersigned, théoedmy authorized, on February 24, 2011.

HARLEY -DAVIDSON, INC.

By: /S/ Keith E. Wandell
Keith E. Wandel
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacitiesdattid on February 24, 2011.

Name Title
/S/ Keith E. Wandell President and Chief Executive Officer and Dire:
Keith E. Wandel (Principal executive officer

/S/ John A. Olin Senior Vice President and Chief Financial Offi
John A. Olin (Principal financial officer

/S/ Mark R. Kornetzke Chief Accounting Office

Mark R. Kornetzke (Principal accounting officel

/S/ Barry K. Allen Chairman and Directc

Barry K. Allen

/S/ Richard |. Beattie Director

Richard |. Beattie

IS/ Martha F. Brooks Director
Martha F. Brook

/S/ George H. Conrades Director
George H. Conrade

/S/ Judson C. Green Director
Judson C. Gree

/S/ Donald A. James Director
Donald A. Jame

/S/ Sara L. Levinson Director
Sara L. Levinsol

/S/ N. Thomas Linebarger Director
N. Thomas Linebarge
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Name

/S/ George L. Miles, Jr.

Title

George L. Miles, Ji

/S/ James A. Norling

James A. Norling

IS/ Jochen Zeitz

Jochen Zeit:

/S/ R. John Anderson

R. John Anderso

Director

Director

Director

Director

132



Table of Contents

Exhibit No
2.1

3.1
3.2

4.1

4.2

4.3

4.4

4.5

4.6

4.7

INDEX TO EXHIBITS
[ltems 15(a)(3) and 15(c)]

Description

Sale and Purchase Agreement among Harley-Davidisonand related parties and MV Agusta HoldinglSand
Claudio Castiglioni, dated July 31, 2010 (incorpedaherein by reference to Exhibit 2.1 to the Riegig’s Current
Report on Form-K dated August 6, 2010 (File No-9183))

Composite of Restated Articles of Incorporatioraasended through April 26, 2010 (incorporated hebgimeference to
Exhibit 3.1 to the Registra’s Quarterly Report on Form -Q for the quarter ended March 28, 2010 (File M-9183))

Harley-Davidson, Inc. By-Laws, as amended througbrBary 10, 2011 (incorporated herein by refereéadexhibit 3.1
to the Registra’s Current Report on Forn-K dated February 10, 2011 (File N-9183))

Indenture to provide for the issuance of indebtedrated as of November 21, 2003 between HarleydBaw Funding
Corp., Issuer, Harley-Davidson Financial Servites, and Harley-Davidson Credit Corp., Guaranttwr8NY Midwest
Trust Company, Trustee (incorporated herein byresfiee to Exhibit 4.4 to the Registrant’s Annual &¢jpf Form 10K
for the year ended December 31, 2005 (File 1-9183))

3-Year Credit Agreement, dated as of April 29, 2Gd@ong the Company, certain subsidiaries of thmgamy, the
financial institutions parties thereto, JPMorgara§dBank, N.A., as global administrative agentglodal swing line
lender (incorporated herein by reference to ExHititto the Registrant’s Current Report on Form 8aited April 29,
2010 (File No. -9183))

364-Day Credit Agreement, dated as of April 29,@EHmong the Company, certain subsidiaries of tragany, the
financial institutions parties thereto and JPMor@dmase Bank, N.A., as global administrative agemiofporated herein
by reference to Exhibit 4.2 to the Regist’s Current Report on Forn-K dated April 29, 2010 (File N0.-9183))

Amendment No. 1 to Loan and Servicing Agreemergdias of April 29, 2010 by and among certain suasas of the
Company, various institutions parties thereto agdées and agents and JPMorgan Chase Bank, N.Am&s)g other
things, Program Agent (incorporated herein by eziee to Exhibit 4.3 to the Registrant’'s Current&éepn Form 8-K
dated April 29, 2010 (File N0.-9183))

Amendment No. 2 to Loan and Servicing Agreemergdiat of July 27, 2010 by and among certain sudrggi of the
Company, various institutions parties thereto adées and agents and JPMorgan Chase Bank, N.Amasg other
things, Program Agent (incorporated herein by exfee to Exhibit 4.1 to the Registrant’s QuartergpBrt on Form 10-
Q for the quarter ended June 27, 2010 (File 1-9183))

Amended and Restated Receivables Sale Agreemeéed as of April 30, 2009, by and between certabs&liaries of
the Company (incorporated herein by reference tul#ix4.4 to the Registrant’s Current Report onfR@K dated Apri
30, 2009, as amended on August 17, 2009 (File -9183))

Letter Agreement dated as of April 29, 2010 by amibng certain subsidiaries of the Company, variostiutions part
thereto as lenders and agents and JPMorgan ChakeB&A. as, among other things, and Administrathgent, relatin
to Amendment No. 1 to Loan and Servicing Agreenfiertbrporated herein by reference to Exhibit 4.4h®
Registrar’s Current Report on Forn-K dated April 29, 2010 (File No.-9183))
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INDEX TO EXHIBITS
[ltems 15(a)(3) and 15(c)]

Exhibit No Description
4.8 Trust Agreement dated as of April 15, 2009 betwdariey-Davidson Customer Funding Corp. (“HDCFC"Han
Wilmington Trust Company (incorporated herein bference to Exhibit 4.1 to the Registrant’s Curi@eport on Form 8-
K dated May 12, 2009 (File No-9183))

4.9 Indenture dated as of May 1, 2009 between the #&kevidson Motorcycle Trust 2009-1 (the “Trust”)damhe Bank of
New York Mellon Trust Company, N.A. (ti“Indenture Trustee”) (incorporated herein by refeto Exhibit 4.2 to the
Registrar’s Current Report on Forn-K dated May 12, 2009 (File No-9183))

10.1* Harley-Davidson, Inc. 1995 Stock Option Plan asraee through April 28, 2007 (incorporated hereirrddfgrence to
Exhibit 10.3 to the Registre’'s Quarterly Report on Form -Q for the quarter ended April 1, 2007 (File N-9183))

10.2 Harley-Davidson, Inc. 1998 Non-Exempt Employee EtOption Plan (incorporated by reference to Exhiblt to the
Registrar’s Registration Statement on For-8 (File No. 33-75347))

10.3 2001 York Hourly-Paid Employees Stock Option Plaxc@rporated herein by reference to Exhibit 10d.the
Registrar’s Annual Report on Form -K for the year ended December 31, 2000 (File M9183))

10.4* Harley-Davidson, Inc. 2004 Incentive Stock Plamaeended through April 28, 2007 (incorporated hebgimeference to
Exhibit 10.4 to the Registre’'s Quarterly Report on Form -Q for the quarter ended April 1, 2007 (File N-9183))

10.5* Harley-Davidson, Inc. 2009 Incentive Stock Plaredimporated herein by reference to Appendix A toGloepany’s

definitive proxy statement on Schedule 14A for @@npany’s Annual Meeting of Shareholders held onl&%, 2009
filed on April 3, 2009 (File No.-9183))

10.6* Amended and Restated Harley-Davidson, Inc. DireBtock Plan as amended and restated effective 24yi2010
(incorporated herein by reference to Appendix GheCompany’s definitive proxy statement on ScheddlA for the
Compan’s Annual Meeting of Shareholders held April 24, @Q&ile No. -9183))

10.7* Director Compensation Policy effective April 25,080(incorporated herein by reference from Exhibitl1to the
Registrar’s Quarterly Report on Form -Q for the quarter ended June 28, 2009 (File 1-9183))

10.8* Deferred Compensation Plan for Nonemployee Diracasramended and restated effective January 1,(R@@®porated
herein by reference to Exhibit 10.14 to the Regigts Annual Report on Form 10-K for the year enBedember 31,
2008 (File No. -9183))

10.9* Harley-Davidson Management Deferred Compensation Plamasded and restated effective January 1, 2009uatitef
amended March 2, 2009 (incorporated herein by eefsr to Exhibit 10.2 to the Registrant’s Quart&gport on Form
10-Q for the quarter ended March 29, 2009 (File M9183))

10.10* Harley-Davidson, Inc. Employee Incentive Plan (ipooated herein by reference to Appendix B to thenBany’s
definitive proxy statement on Schedule 14A for @mmpany’s Annual Meeting of Shareholders held Ap4i] 2010 (File
No. 1-9183))

* Represents a management contract or compengaltorycontract or arrangement in which a directaramed executive officer of the
Company participatet
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INDEX TO EXHIBITS
[ltems 15(a)(3) and 15(c)]

Exhibit No Description

10.11* Harley-Davidson Pension Benefit Restoration Plaarasnded and restated effective January 1, 2066rfiorated herein
by reference to Exhibit 10.9 to the Registrant'sxAal Report on Form 10-K for the year ended DecerBbe2008 (File
No. 1-9183))

10.12* Harley-Davidson Retiree Insurance Allowance Plan, effecfianuary 1, 2009, together with amendments adoptedgh

May 31, 2009 (incorporated herein by referencexbilit 10.2 to the Registrant’s Quarterly ReportForm 10-Q for the
quarter ended June 28, 2009 (File N-9183))

10.13* Form of Notice of Grant of Stock Options and Optigreement of Harley-Davidson, Inc. under the Hailmvidson,
Inc. 2009 Incentive Stock Plan (incorporated hebgimeference to Exhibit 10.2 to the Registrantisa@erly Report of
Form 1(-Q for the quarter ended March 28, 2010 (File M-9183))

10.14* Form of Notice of Grant of Stock Options and Optigreement (Transition Agreement) of Harley-Davigisimc. under
p p g Yy
the Harley-Davidson, Inc. 2009 Incentive Stock Rianorporated herein by reference to Exhibit 110.&he Registrant’s
Quarterly Report on Form -Q for the quarter ended March 28, 2010 (File M-9183))

10.15* Form of Notice of Special Grant of Stock Optionsl @ption Agreement (Transition Agreement) of Hatlggvidson, Inc
under the Harley-Davidson, Inc. 2009 Incentive 8ttan (incorporated herein by reference to ExHibi# to the
Registrar’s Quarterly Report on Form -Q for the quarter ended March 28, 2010 (File M9183))

10.16* Form of Notice of Award of Restricted Stock and fReted Stock Agreement of Harley-Davidson, Incdenthe Harley-
Davidson, Inc. 2009 Incentive Stock Plan (incorpedaherein by reference to Exhibit 10.5 to the Biegnht's Quarterly
Report on Form 1-Q for the quarter ended March 28, 2010 (File M-9183))

10.17* Form of Notice of Award of Restricted Stock and fReted Stock Agreement (Transition Agreement) of ldy-
Davidson, Inc. under the Harley-Davidson, Inc. 20@&ntive Stock Plan (incorporated herein by r=fee to Exhibit
10.6 to the Registra’s Quarterly Report on Form -Q for the quarter ended March 28, 2010 (File M9183))

10.18* Form of Notice of Grant of Stock Appreciation Rigland Stock Appreciation Rights Agreement of Hafdayidson, Inc
under the Harley-Davidson, Inc. 2009 Incentive 8tetan (incorporated herein by reference to ExHibitl0 to the
Registrar’s Quarterly Report on Form -Q for the quarter ended March 28, 2010 (File M9183))

10.19* Form of Notice of Award of Restricted Stock UnitedaRestricted Stock Unit Agreement of Harley-Dawidsinc. under
the Harley-Davidson, Inc. 2009 Incentive Stock Rianorporated herein by reference to Exhibit 110.the Registrant’s
Quarterly Report on Form -Q for the quarter ended March 28, 2010 (File M-9183))

10.20* Form of Notice of Award of Restricted Stock UnitedaRestricted Stock Unit Agreement (Transition Agnent) of
Harley-Davidson, Inc. under the Harley-Davidsor, IB009 Incentive Stock Plan (incorporated hergingference to
Exhibit 10.8 to the Registre’s Quarterly Report on Form -Q for the quarter ended March 28, 2010 (File M-9183))

* Represents a management contract or compengaltorycontract or arrangement in which a directaramed executive officer of the
Company participatet
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Exhibit No
10.21*

10.22*

10.23*

10.24*

10.25*

10.26*

10.27*

10.28*

10.29*

10.30*

INDEX TO EXHIBITS
[ltems 15(a)(3) and 15(c)]

Description

Form of Notice of Award of Restricted Stock UnitsdaRestricted Stock Unit Agreement (InternatiomdliHarley-
Davidson, Inc. under the Harley-Davidson, Inc. 20@@ntive Stock Plan (incorporated herein by iiee to Exhibit
10.9 to the Registra’s Quarterly Report on Form -Q for the quarter ended March 28, 2010 (File M9183))

Form of Notice of Grant of Stock Options and Optigreement of Harley-Davidson, Inc. under the Haiflmvidson,
Inc. 2009 Incentive Stock Plan to each of Messtsid Levatich, Olin and Wandell (incorporated hettey reference to
Exhibit 10.1 to the Registre’s Current Report on Forn-K dated May 1, 2009 (File No0-9183))

Form of Notice of Grant of Restricted Stock andtRet®d Stock Agreement of Harley-Davidson, Incdenthe Harley-
Davidson, Inc. 2009 Incentive Stock Plan to eacMes$srs. Hund and Wandell (incorporated hereindfgrence to
Exhibit 10.2 to the Registre’s Current Report on Forn-K filed on May 6, 2009 (File N0.-9183))

Form of Notice of Grant of Stock Options and Optigreement of Harley-Davidson, Inc. under the Hail@vidson Inc
1995 Stock Option Plan and the Harley-Davidson, 2804 Incentive Stock Plan (incorporated hereimdfgrence to
Exhibit 10.21 to the Registre’s Annual Report of Form -K for the year ended December 31, 2005 (File 1-9183))

Form of Notice of Special Grant of Stock Optionsl @ption Agreement of Harley-Davidson, Inc. under Harley-
Davidson Inc. 1995 Stock Option Plan and the Habayidson, Inc. 2004 Incentive Stock Plan (incogted herein by
reference to Exhibit 10.22 to the Registrant’s AairiReport of Form 10-K for the year ended Decen®ier2005 (File
No. 1-9183))

Form of Notice of Award of Restricted Stock and fReted Stock Agreement of Harley-Davidson, Incdenthe Harley-
Davidson, Inc. 2004 Incentive Stock Plan (incorpedaherein by reference to Exhibit 10.1 to the Bieght's Quarterly
Report of Form 1-Q for the quarter ended March 29, 2009 (File M9183))

Form of Notice of Special Award of Restricted Starid Restricted Stock Agreement of Harley-David$oco, under the
Harley-Davidson, Inc. 2004 Incentive Stock Plarcdinporated herein by reference to Exhibit 10.6hRegistrant’s
Quarterly Report of Form -Q for the quarter ended April 1, 2007 (File N-9183))

Form of Notice of Grant of Stock Appreciation Rigland Stock Appreciation Rights Agreement of Hafayidson, Inc
under the Harley-Davidson, Inc. 2004 Incentive 8tetan (incorporated herein by reference to ExHibiR2 to the
Registrar’s Annual Report on Form -K for the year ended December 31, 2006 (File M-9183))

Form of Notice of Award of Restricted Stock UnitdalRestricted Stock Unit Agreement of Harley-Davidsimc. under
the Harley-Davidson, Inc. 2004 Incentive Stock Rianorporated herein by reference to Exhibit 110.the Registrant’s
Quarterly Report on Form -Q for the quarter ended April 1, 2007 (File N-9183))

Form of Amended and Restated Severance Benefitsefyggnt as amended through April 25, 2008 betweeRdyistran
and Mr. Richer (incorporated herein by referencExhibit 10.12 to the Registrant’s Quarterly RepmrtForm 10-Q for
the quarter ended March 30, 2008 (File N-9183))

* Represents a management contract or compengaltorycontract or arrangement in which a directaramed executive officer of the
Company participatet
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INDEX TO EXHIBITS
[ltems 15(a)(3) and 15(c)]

Exhibit No Description

10.31* Form of Severance Benefits Agreement between tigéisRant and each of Messrs. Hund, Jones, Levdiith,and
Wandell (incorporated herein by reference to ExHibi9 to the Registrant’'s Annual Report on ForrrKlfor the year
ended December 31, 2009 (File N-9183))

10.32* Form of Transition Agreement between the Registaanteach of Messrs. Levatich, Olin and Wandetdiporated
herein by reference to Exhibit 10.4 to the RegigtssAnnual Report on Form 1R-for the year ended December 31, 2
(File No. 1-9183))

10.33* Transition Agreement between the Registrant andHMnd (incorporated herein by reference to ExHibib to the
Registrar’s Annual Report on Form -K for the year ended December 31, 2009 (File M-9183))

10.34* Employment Transition Agreement between the Regjisiand Gail A. Lione dated February 8, 2010 (ipooated herein
by reference to Exhibit 10.1 to the Registrant’saerly Report on Form 10-Q for the quarter endeddl 28, 2010 (File
No. 1-9183))

21 List of Subsidiarie:

23 Consent of Independent Registered Public Accouriing

31.1 Chief Executive Officer Certification pursuant talR 13:-14(a)

31.2 Chief Financial Officer Certification pursuant tale 13«-14(a)

32 Written Statement of the Chief Executive Officedahe Chief Financial Officer pursuant to 18 U.SEC350

101 Financial statements from the annual report on FIBAK of Harley-Davidson, Inc. for the year endegcBmber 31,

2010, filed on February 24, 2011 formatted in XBRil.the Consolidated Statements of Operationsth{g Consolidated
Balance Sheets; (iii) the Consolidated Statemein®ash Flows; and (iv) the Notes to ConsolidatathRtial Statements
furnished herewitk

* Represents a management contract or compengaltorycontract or arrangement in which a directanamed executive officer of the
Company participate«
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HARLEY-DAVIDSON, INC.
SUBSIDIARIES

Name
H-D Michigan, LLC
Harley-Davidson Motor Company Group, LL
Harley-Davidson Motor Company Operations, |
H-D Franklin, LLC
H-D Tomahawk Somo, LL(
H-D Tomahawk Industrial Park, LL
H-D Tomahawk Kaphaem Road, LL
H-D Capitol Drive, LLC
H-D Pilgrim Road, LLC
Harley-Davidson Motor Company, In
Harley-Davidson Museum, LL(
Buell Distribution Company, LL(
H-D F&R, LLC
HASC, LLC
H-D Group LLC
Buell Motorcycle Company, LL(
HDWA, LLC
HDMC, LLC
Harley-Davidson Dealer Systems, Ir
H-D International Holding Co., In
Harley-Davidson Holding Co., Inc
Harley-Davidson Benelux B.V
Harley-Davidson France SA
Harley-Davidson Gmbt
Harley-Davidson Italia S.r.|
Harley-Davidson Japan Ki
Harley-Davidson Europe Limite
Harley-Davidson do Brazil Ltde
Harley-Davidson Singapore In
Harley-Davidson Australia Pty. Limite
Harley-Davidson (Shanghai) Commercial and Trading Co.,
H-D Hong Kong Limitec
Lockglade Limitec
Harley-Davidson Espana S.
Harley-Davidson Switzerland Gmb
Harley-Davidson Asia, Inc
New Castalloy Pty. Limite:
Harley-Davidson De Mexico, S. De R.L. De C.
Harley-Davidson De Mexico Management, S. De R.L. De (
Harley-Davidson Middle East and Africa Pty. Limit
Harley-Davidson Singapore Pte. Li
Harley-Davidson Czech Republic s.r
H-D Motor Company India Private Limite
H-D Varese Holding Co. S.r.
Harley-Davidson RUS LLC

Harley-Davidson South East Europe Sir-Member Commercial Societe Anonyr

Renovation Realty Investment Services,
HR, LLC

Exhibit 21

State/Country
of

Incorporation
Michigan
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Illinois
Wisconsin
Wisconsin
Illinois
Ohio
Wisconsin
Delaware
Netherland:
France
Germany
Italy
Japar
England
Brazil
Delaware
Australia
China
Hong Kong
England
Spain
Switzerland
Wisconsin
Australia
Mexico
Mexico
South Africa
Singapore
Czech Republi
India
Italy
Russis
Greece
Wisconsin
Indiana



HR Holding Corp.
Harley-Davidson Financial Services, Ir
Harley-Davidson Insurance Services, i
Harley-Davidson Credit Corg
Harley-Davidson Insurance Services of lllinois, I
Harley-Davidson Customer Funding Cc
Harley-Davidson Motorcycle Trust 20-3
Harley-Davidson Motorcycle Trust 20-4
Harley-Davidson Motorcycle Trust 20-1
Harley-Davidson Motorcycle Trust 20-2
Harley-Davidson Motorcycle Trust 20-3
Harley-Davidson Motorcycle Trust 20-1
Harley-Davidson Motorcycle Trust 20-2
Harley-Davidson Motorcycle Trust 20-3
Harley-Davidson Motorcycle Trust 20-1
Harley-Davidson Motorcycle Trust 20-1
Harley-Davidson Motorcycle Trust 20-2
Harley-Davidson Motorcycle Trust 20-3
Harley-Davidson Motorcycle Trust 20-4
Harley-Davidson Motorcycle Trust 20-1
Harley-Davidson Funding Coryj
Eaglemark Savings Bar
Harley-Davidson Leasing, In
Harley-Davidson Warehouse Funding Cao
Harley-Davidson Financial Services International, |
Harley-Davidson Financial Services Europe Limi
Harley-Davidson Financial Services Canada,

Wisconsir
Delaware
Nevada
Nevada
Illinois
Nevada
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Nevada
Nevada
Nevada
Nevada
Delaware
England
Canade



Exhibit 23

Consent of Independent Registered Public Accouriing

We consent to the incorporation by reference irféHewing Registration Statements:

1)

()
(3)
(4)

(5)

(6)

(7)
(8)
(9)

Registration Statement (Form S-8 No. 33-3352iff Harley-Davidson, Inc. pertaining to the HarlBgvidson Retirement Savings Plan
for Salaried Employees, the Harley-Davidson RetesnhBavings Plan for Milwaukee and Tomahawk HoBdygaining Unit
Employees, and the Holiday Rambler LLC Employeetr&eaent Plan

Registration Statement (Forn-8 No. 33:-07551) pertaining to the Harl-Davidson, Inc. 1995 Stock Option Pl:
Registration Statement (Forn-8 No. 33:-51741) pertaining to the Harl-Davidson, Inc. Director Stock Pla

Registration Statement (Form S-8 No. 333-753&r)aining to the Harley-Davidson, Inc. 1998 Noteipt Employee Stock Option
Plan;

Registration Statement (Form S-8 Nos. 333-9381%9333-123406) of Harley-Davidson, Inc. pertayio the Harley-Davidson
Retirement Savings Plan for Salaried EmployeesHtmey-Davidson Retirement Savings Plan for Milke& and Tomahawk Hourly
Bargaining Unit Employees, the Harley-Davidson Retient Savings plan for Kansas City Hourly Bargajninit Employees, the
Harley-Davidson Retirement Savings Plan for YorkuHy Bargaining Unit Employees and the Buell Motgrie Company Retirements
Savings Plan

Registration Statement (Form S-8 No. 333-60&40)aining to the Harley-Davidson, Inc. 2001 Yeétaurly-Paid Employees Stock
Option Plan;

Registration Statement (Forn-8 No. 33:-123405) pertaining to the Harl-Davidson, Inc. 2004 Incentive Stock Plan; i
Registration Statement (Forn-3 No. 33:-156060) of Harle-Davidson, Inc. and in the related Prospe:
Registration Statement (Forn-8 No.33:-166549) pertaining to the Harl-Davidson, Inc. 2009 Incentive Stock P

(10) Registration Statement (Forn-8 No. 33:-171813) pertaining to the Harl-Davidson, Inc. Stock Purchase P

of our reports dated February 24, 2011, with ressfethe consolidated financial statements anddulleeof Harley-Davidson, Inc. and the
effectiveness of internal control over financighoeting of Harley-Davidson, Inc., included in tiisnual Report (Form 10-K) for the year
ended December 31, 2010.

/sl Ernst & Young LLP
Milwaukee, WI
February 24, 2011



Exhibit 31.1

Chief Executive Officer Certification
Pursuant to Rule 1384(a) under the Securities Exchange Act of 1934

I, Keith E. Wandell, certify that:

1. I have reviewed this annual report on Forr-K of Harley-Davidson, Inc.
2. Based on my knowledge, this report does notatominy untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo
3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f))for the registrant and hav
a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in the tegig’s internal control over financial reportintgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fogpdlarter in case of an annual report) that hasnmaliyeaffected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; @

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal control over financial
reporting, to the registre’s auditors and the audit committee of regis’s board of directors
a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are

reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an
b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: February 24, 2011 /S/ Keith E. Wandell

Keith E. Wandell, President ai
Chief Executive Office



Exhibit 31.2

Chief Financial Officer Certification
Pursuant to Rule 1384(a) under the Securities Exchange Act of 1934

[, John A. Olin, certify that:

1. I have reviewed this annual report on Forr-K of Harley-Davidson, Inc.
2. Based on my knowledge, this report does notatominy untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo
3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha
a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finahagorting to be designed uni
our supervision, to provide reasonable assuramgadig the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in the tegig’s internal control over financial reportintgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fogpdlarter in case of an annual report) that hasnmaliyeaffected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; @

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal control over financial
reporting, to the registre’s auditors and the audit committee of regis’s board of directors
a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are

reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an
b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: February 24, 2011 /S/ John A. Olin

John A. Olin
Senior Vice President ar
Chief Financial Officel



Exhibit 32

Written Statement of the Chief Executive Officeddhief Financial Officer
Pursuant to 18 U.S.C. sec. 1350

Solely for the purpose of complying with 18 U.S81350, as adopted pursuant to Section 906 of tHea8as-Oxley Act of 2002, we, the
undersigned President and Chief Executive Offioerthe Senior Vice President and Chief Financidilc®f of Harley-Davidson, Inc. (the
“Company”), hereby certify, based on our knowledpat the Annual Report on Form 10-K of the Compfmythe year ended December 31,
2010 (the “Report”) fully complies with the requinents of Section 13(a) of the Securities ExchancfeoA1934 and that information
contained in the Report fairly presents, in all enial respects, the financial condition and resofitgperations of the Company.

Date: February 24, 2011
/S/ Keith E. Wandell

Keith E. Wandel
President and Chief Executive Offic

/S/ John A. Olin

John A. Olin

Senior Vice President ar
Chief Financial Officel




