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Harley has two lines of business—a manufacturing/retail operation and a finance subsidiary.
Harley’s dealers are independent of Harley and sell motorcycles and related products (c.g.
Harley apparel). Harley’s finance subsidiary periodically purchases receivables from the dealers.

1

Harley’s “Finance Receivables” are all purchased from dealers using cash and Harley
cither attempts to collect on them or sells them. You may assume that all financing
receivables are treated as “Investing” on the Statement of Cash Flows and may combine
current and noncurrent finance receivables. What journal entries did Harley record that
explain the change in financing receivables in 20092 (This s a hard question. Break it
into pieces and don’t freak out; 1 give partial credit). (Hint: You need to use information
from all three financial statements and from the footnotes). (14 points)
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2. Estimate how long on average gross finance receivables are held by Harley before they
are disposed of (cither by selling, collecting or writing off). (3 points)

3. What joumal entries did Harley record in 2009 related to restructurings? You may
assume that Harley gave property, plant and equipment (e.g. company computers and
cars) to some of the retiring employees in lieu of cash for severance. Please show two
journal entries—both setting up the original expense as well as the partial extinguishment
of the liability. Your entries should explain the change in the restructuring liability on the
balance sheet. (5 points)
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HARLEY-DAVIDSON, INC.
ICONSOLIDATED STATEMENT OF OPERATIONS
\Year ended December 31, 2009 and 2008 (In millions)

2009 2008
Revenue:
Motorcycles and related products 4,287 5578
Financial services income 495 kil
Total revenue 4782 5955
(Costs and expenses:
{Cost of motorcydies soid 2031 2567
[Cost of parts and general merchandise soid 870 7,080
Financial services provision for credit losses 120 40
'Selling, administrative and engineering expense 931 ot
1Bad debl expense on finance recevables 120 133
Restructuring expense 206 -
[Goodwill mpairment a7 B
ITotal costs and expenses 4325 4731
Operating income 457 1,225
[Gain (loss) on sale of finance recevables o7 )
interest expense 306 42
Income before provision for income taxes 78 1,078
Provision for income taxes 108 382
Net income 70 696
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