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ANCORA

» COMPANY OVERVIEW

Rush Enterprises, Inc. (“Rush”) engages in the provision of commercial
vehicle industry solutions through its network of commercial vehicle
dealerships.

Rush provides an integrated, one-stop approach to the service and sales of
new and used heavy- and medium-duty trucks, aftermarket parts, service,
collision center capabilities, chrome accessories, tires, engineered vehicle
modification solutions, and a range of financial services including financing,
insurance and leasing, and rental options.

The company also sells commercial vehicles manufactured by Peterbilt,
International, Hino, Ford, Isuzu, Mitsubishi Fuso, IC Bus, and Blue Bird.

The company was founded by W. Marvin Rush in 1965 and is
headquartered in New Braunfels, TX.
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ANCORA
> EXECUTIVE SUMMARY

4 In 2002, Rush Enterprises created a dual class share structure (class A and B). At the time, the Rush family held
approximately 38% of the company’s outstanding shares,

2 The original rationale for creating the dual share dasses was to maintain relationships with two key (material)
wvendors, PACCAR (Peterbilt) and John Deere. The PACCAR dealer agreement could be terminated by PACCAR if
the Rush family voting interest fell below 30%. It has since been amended to require 22% minimum voting
powver,  As of April 1, 2015, the Rush family and executives own shares representing 21% of the company’s
woting poswer, yet representing only 13% economic interest of all shares.

2 Ancora Advisors LLT is a long-time shareholder of Rush Enterprises, originally purchasing shares on April 9,
2009, On December &, 2014, Merlin Partners LP, an investment partnership of which Ancora Advisors LLC is the
General Partner, submitted a 14a-8 proposal that requests that the board develop a plan to collapse the dual-
class equity share structure,

: The company filed for no-action relief with the 5EC with the reasoning that the company lacks the power to
implement the proposal, Ancora’s S5EC responze document is attached as an exhibit,. The SEC disagreed with
the company’s assessment and allowed the 14a-2 proposal to go forward,

The company, inits Staternent in Opposition in the annual proxy, daims the passage of the proposal may lead
to the termination of a major contract with PACCAR, The evidence is clear that this proposal will NOT endanger
the company’'s busingss. On the following slides we present the evidence to support this caim (including our
ow'n research and 3 7 party research),

. On the contrary, the current dual-class equity structure has clearly harmed minority shareholders,  Our
research illustrates that the company’s meager total shareholder returns ("TSRY), despite its outstanding
operational performance, is the result of the dual-class equity structure .
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ANCORA
»> 1. THE PROPOSAL

*RESOLVED, that stockholders of Rush Enterprises, Inc. (“Rush Enterprises” or
(excluding those steps that must be taken by the Company’s stockholders) to
adopt a recapitalizationplanthat would eliminate Rush Enterprises’ dual-class
capital structure and provide that each outstanding share of common stock
has one vote.

Proposal and
*To view proposalwith supportingstaternent, double clickfollowingPDF icon, Supporting Statement
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ANCORA
> II. NO-ACTION REQUEST

The Company appealedto the SEC by submitting a no-action request to exclude the
proposalunder Rule 14a-8(i)(6) “because the Company lacks the power and
authorityto implement the proposal.” The SEC disagreed.

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Rush Enterpnses. Inc.
Incoming letter dated January 12, 2015

The proposal requests that the board take the necessary steps to adopt a
recapitalization plan that would eliminate the company’s dual-class capital structure and
provide that each outstanding share of common stock has one vote.

We are unable to concur in your view that Rush Enterprises may exclude the
proposal under rule 14a-8(1)(6). In our view, the company does not lack the power or
authority to implement the proposal. Accordingly. we do not believe that Rush
Enterprises may omit the proposal from its proxy materials in reliance on rule 14a-8(1)(6).

Sincerely.

Justin Kisner
Attorney-Adviser
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| ANCORA

> II1.(a) PROXY STATEMENT IN OPPOSITION TO SHAREHOLDER

PROPOSAL

After the company failed to suppress the proposal through the SEC no-action
request process, it attacked the proposal in the Statement In Opposition contained
withinthe proxy.
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r ANCORA

» III.(b) PROXY STATEMENT IN OPPOSITION TO SHAREHOLDER PROPOSAL

CompanyStatement : The Board of Directors unanimously recommends that the

Ancora Response:

Company’sshareholders vote AGAINST this proposal because the
elimination of the Company’s dual-class capital structure could
result in the immediate termination of the Company’s Dealer
Sales and Service Agreements (the “Dealer Agreements”) with
Peterbilt Motors Company

The languagein the statement above amounts to scare tactics
and inappropriatelyties the passage of the proposal to
immediate termination of the Peterbilt contract. Approval of the
proposal will NOT result in the “immediate termination” of the
Peterbilt contract. If approved by shareholders, the proposal only
requires that management chart a course to collapsethe dual-
class share structure. So, the Board of Directors retainsthe
flexibility and responsibility to chart this course in a manner that
is most advantageousto the company and ALL its shareholders,
while avoidinga negative impact to the Company.
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ANCORA

» 1II.(c) PROXY STATEMENT IN OPPOSITION TO SHAREHOLDER PROPOSAL

Company Statement : Dealer agreements with vehicle manufacturers are traditionally
personal services agreements in which the manufacturergrants a
franchise to an individualto represent its brand in a territory and
prohibits transfer of any ownership interest in the franchise
without the manufacturer’s prior consent.

Ancora Response: The statement is inaccurate. Cervus is also a Paccar distributor
and owns a significant share of Peterbilt dealershipsin Canada. It
is not required to maintain a dual-class share structure. The
Paccar business also experienced a change of control event
recently when Cervus recently purchased 12 Peterbilt dealerships
in 2014. The existence of Cervus, another publicly-traded
company with a significant PACCAR relationshipthat is neither
required to maintaina minimum voting rights clause in its
Peterbilt agreement nor a dual-class structure is evidence that
the board can negotiate to eliminate the current equity structure
without damaging the business.

Ancora Advisors ® 6060 Parkland Boulevard, Suite 200 ® Cleveland, OH 44124 ® Tel (216) 825-4000 ® www.ancora.net &




r ANCORA

» 1II.(d) PROXY STATEMENT IN OPPOSITION TO SHAREHOLDER PROPOSAL

Company Statement : PACCAR required the inclusion of provisionsin the Dealer
Agreements to, among other things, assure that the existing
owners and managers of the Company retained a significantrole
and interest in running the Company.

Ancora Response: The statement is disconnected from reality. The existence of the
dual-class equity structure allows the Rush family and managers
to retain a significant role while it allows them to REDUCE their
(economic) interest while running the company. When the dual
class structure was created in 2002, the Rush family owned 38.0%
of the shares outstanding. Post recapitalization,and as detailed
inthe Company’s 2003 Schedule 14A filing, the Rush family held a
combined 41.0% voting interest. Despite the fact the Rush family
has sold approximately 96% of its Class A shares since April 24,
2003, they have managed to retain nearly a 30% voting interest.
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r ANCORA

> 1II.(e) PROXY STATEMENT IN OPPOSITION TO SHAREHOLDER PROPOSAL

Company Statement : Accordingly, the Dealer Agreements currently provide that
PACCAR may immediately terminate the Dealer Agreements “for
cause” if the aggregate voting power held by certain members of
the Rush family and Company management (collectively, the
“Dealer Principals”) decreases below twenty-two percent (22%)

with respect to the election of directors of the Company (“the
“Voting Interest Provision”).

Ancora Response: The 22% voting threshold has been negotiated down since
inception when it was set at 30%. This is evidence that PACCAR is
willingto relax the Voting Interest Provision burden.
Furthermore, the fact that Cervus operates Peterbilt dealerships
without a dual-class structure suggests itis not a requirement.
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r ANCORA

> 1IL.(fy PROXY STATEMENT IN OPPOSITION TO SHAREHOLDER PROPOSAL

Company Statement : Upon receiving this proposal, the Company called representatives
of PACCAR to discuss the possible elimination of the Voting
Interest Provision and followed up such discussions with a written
request. As in the past, PACCAR indicated that it was not
amenableto eliminatingthe Voting Interest Provision at this time.

Ancora Response: Passage of the proposal can be used as a tool in negotiations with
PACCAR. Itisunderstandablethat PACCAR would respond in the
manner they did to a “request” since there is no impetus for
change. If shareholders pass the proposal despite the company’s
opposition, it will send a message to both Rush and PACCAR that
shareholders are not requesting change, but demandingit.
Additionally,if Cervus is not required by PACCAR to maintaina
dual-class structure, certainly Rush Enterprise, a much more
significant channel of revenue for PACCAR should be afforded the
same treatment.
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r ANCORA

> 1II.(g) PROXY STATEMENT IN OPPOSITION TO SHAREHOLDER PROPOSAL

CompanyStatement : The Company’'s dual-class capital structure helps ensure that one
of the Company’s most important commercial relationships
remains in place. The Companyis not a “controlled company”
underthe NASDAQ stock market rules and approximately 67% of
the vote (primarily represented by the “high vote” Class B Shares)
isowned by persons that are not members of the Rush family,
management or their affiliates.

Ancora Response: The statement above is contradictory. It states the dual-class
structure on one hand helpsthe Rush family maintain control so
the Peterbilt contract remains in place, but on the other hand the
company is not a “controlled company.” We agree, the company
is not a controlled company which is why the dual-class structure
is ineffective and unnecessary. Given the current ownership level
of the family and executives, the dual-class structure cannot
prevent one shareholder or a group from accumulatinga larger
positionthan 31%, thereby violatingthe Voting Interest Provision
which could lead to the termination of the Peterbilt contract.

Ancora Advisors ® 6060 Parkland Boulevard, Suite 200 ® Cleveland, OH 44124 ® Tel (216) 825-4000 ® www.ancora.net 1z




| ANCORA

> II1.(h) PROXY STATEMENT IN OPPOSITION TO SHAREHOLDER PROPOSAL

Summary of Statement in Opposition

The company generally makes erroneous, misleading or contradictory statements in its
oppositionstatement in the proxy.

The dual-class equity structure clearly creates a “wedge” between management’s
control and its economic interest. Next we consider a preponderance of analysisthat
shows there is little doubt dual-class equity structures destroy value.
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ANCORA

» IV. EVIDENCE AGAINST DUAL-CLASS SHARE STRUCTURE: SUMMARY

Key points from studies on dual-class share structure (See Appendixfor citations)

#Gompers et al., "Extreme Governance: An Analysisof Dual-ClassFirms in the United States” shows poor stock performance
is directly correlated tao the size of the “wedge” between economic rights and woting rights of the controlling party. |n other
words, the largerthe disparity betweenvotingand economic rights of the stock held by the controllingparty, the more the
stock underperformsand trades at a valuationdiscount.

#The IRRCstudy "Controlled Companies in the Standard & Poor's 1500: A Ten Year Performance and Risk Review” found:

. Non-controlledfirms outperform controlledfirms overa 10-year period

. Control companies have more material weaknessesin control environments and more related party transactions
than non -control companies.

. Control companies with multiclass structures consistently exhibit materially more share price volatility than non -
control companies,

. Controlled firms with a single classof stock have more conventional governance features with respect to hoard

accountahility and shareholder rights compared to controlled firms with multiclass capital structures,

#Tian Wen, "You Can’t Sell Your Firm and Qwn it Too: Disallowing Dual-Class Stock Companies From Listingon the Securities
Exchanges” points to the fact that thereare signs many institutionalinvestors are beginningto shift their investments away
from companies with dual-class stock.

=4 small sample of organizationsthat reject the dual-class share structurein favor of one-share, onevote:

. CalPERS

. CFA Institute

. IRRCInstitute

. Praxy voting firms including ISS
. Council of Institutional Investors
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ANCORA

> V.(a) RUSH PERFORMANCE ANALYSIS: COMPARABLE COMPANIES

Ancora compared the equity and operational performance of RUSHA to that of similar publicly traded companies *

hame

Mlarket Cap

Indistry*

Company Description

LITHIA MTRS INC

2,615

SpecialtyStores (35401

Lithia Motors, Inc is engaged inautomotive retail business which operates automotive franchises and retailer of new and us ed vehides and
5erdices. The company s els new and us ed cars and lighttrudas, replacement parts, provides wehicle maintenance, wamanty, paint and repair

s erdices andarranges relatad finandne, senice comracts, protection products and creditinsurance. |ts dealerships are located in mid-s ze
regional markets throughout the Westem and Midwesternregions ofthe United States. Lithia Motors wias founded by Wak DeBoerin 1946 ands
headquartered in Medford, OF.

FENSKEAUTOMOTIVE
GRF INC

4,752

SpecialtyStores (3540)

Fens ke Automaotive Group, Inc. owns and operates retail automotide franchses. The company is eneagedinthesale of new and used motor
rehicles and related products and s ervices, including wehicle service, colls ion repair, and placement offinance and lease contraas, third-party
insurance products and other aftermarket produds. [t operates through two segments: Retailand Other. The Retail segment includes all
automaotive dealerships and all departments relevantto the operationofthe dealerships and the retailautomotive joint wemtures. The Other

eEment consists of its Hertz rental business and investments in non-automotive retail operations. The company was founded in October1992
and is headquarteraed in Bloomfield Hills, M.

AEBURY AUTOROTIVE
GROUFP INC

2,395

Specialty Stores (3540

s bury Automaotive Group, Inc. operates as an automotive retailers and services caompany. The company operates through onlyone segment,
automaotive retail. [t offers arange of automotide produas ands ervices, including new and us ed wehicles; wehide maintenance, replacement
parts and collGion repairsemices; newand usedwehiclefinancing; and aftermarket products such as insurance, warranty ands ervice contrads.
A5 bury Automotive wis foundedin 1995 and is headquartered in Duluth, GA.

GROUF 1
AUTOMOTIVE INC

2,104

SpecialtyStores (3540

Group 1 Automotive, Inc.owns and operates automobile dealerships, franchs es and collsions erice centers. Its ells new andus ed cars, light
ltrucks and wehicle parts; provides insurance contracts sersices; offers automotive maintenance and repairs ervices; and also provides wehide
ifinancings ervices. Group 1 Automotive was founded in 1995 and is headquartered in Houston, T,

SONICAUTOROTIVE
INC

1,250

SpecialtyStores (3540

SonicAutomotive, Inc. operates as 8 automotive retailer. The company's semices indudesales of both newand used cas and light trucks, sales off
replacement parts and performance of wehicle maintenance, warranty, paint and repairs ervices and arrangement of extended 5 ervice contracts,
financing, ins urance, wehicle protection produds and other aftermarket produas for automotive customers. Sonic Automaotive was founded by
Ollen Bruton Smith and Eryan Scott Smithin January 1957 and is headquarterad in Charlotte. NE.

CERVLE EQUIF CORP

293

Specialty Stores

Cervus Equipment Corp. is engaged inthe business of acquiring and operating authorized sgricuktural, industrial and construction equipment
dealerships. Itis primarily imvolwed in the sale, after-s ales ervice and maimtenance of agricultural, construction and industrial equipment. The
company also provides equipment remtal, primarily inthe mnstruction and industrial equipments esment. toperates throogh thetwo segments |
\Aericultural Equipment, and Commercial £ Indws trial Equipment. The Agricultural Equipment s egment consists of lohn Deere dealers hips lo@ted
in Alberta, Saskatchewan, British Columbia, Mew Zealand and Australia. The Commercial & Industrial Equipment seement consists of Bobcat,/ICE,
Clark, &llick, and Doms an material handling andforklift equipment dealerships operating inAlberta; Clark, S=llick, and Doosan material handling

and forklift equipment dealerships operating in 3 katchewan and Manitoba; and Peterbilt truck dealerships and collision repair center operati
inSas katchewan. The companywas founded by Peter Alan Lacey on January 10, 1930 and is headquartered in Cakary, Canada. rj

* Peers selected based on FadSet Industry, SIC code, business model camparability [i.e. similar products eements and vendorrelatioms hips)
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ANCORA
> V.(b) RUSH COMPARATIVE OPERATING PERFORMANCE

Rush has achieved superior operating performance vs. comparable companies

5 Year Aggregate Operational Performance

B Revenue Growth
H EBITDA Growth
B EPS Growth

Aggregate Growth (%)

400 -

200 -

0 -+

CVL-CA  LAD PAG ABG GPI 5AH Median Mean RUSHA
Source; Factset
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| ANCORA

> V.(c) RUSH COMPARATIVE EQUITY PERFORMANCE

But Total StockholderReturn (TSR) to minority shareholders has been
underwhelming

5 Year Aggregate Total Stockholder Return (TSR)
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| ANCORA

> V.(d) RUSH EQUITY PERFORMANCE VS. OPERATING PERFORMANCE

Note the TSR generally tracks operating performance (EPS growth) except in the
case of Rush Enterprises. Multiplestudies on dual-class shares suggest that the
dual-class equity structure is the cause of this disconnect.
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ANCORA
> CONCLUSION

Grven the massive disconnect between earnings growth and TSR, there is little doubt Rush minonty
shareholders have not been rewarded for Rush’s outstandinggrowth over the past 5 vears.

v

We believe the evidence strongly suggests the reason for TSR / Operational Performance disconnectis
due to the dual-class share capital structure.

v

» The company’s business will not be endangered when the proposal is passed. The company has
discretion in formulating a plan to collapse the share structure and 1s not required to do so i a manner
that will harm the business.

PACCAR could be amenable to eliminating the dual-class structure if the proposal’s passageis viewed as
a shareholder mandate. Evidence of this exists in the form of Cervus, a significant distributor of
PACCAR products thatis not required to maintain a dual-class share structure.

v

» Like Rush, PACCAR s a public companvand 1s currently dealing with its own shareholder proposal As
a result, PACCAR would likely be receptive (svmpathetic)to shareholdersponsored resolutions.

» The board can and should move to eliminate the dual-class share structure once the proposalis passed so
that mineornty shareholders are finally rewarded in accordance with the nsk of holding Rush common
equaty.
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updated. pdf (pg. 29)

10.Gladman, Kimberly and Young, Beth, Share ClassShenanigans, GMI Ratings (2012).

http://library.constantcontact. com/download/get/file/1102561686275 - 114/GMIRatings_EmmisDualClass_052012. pdf
11.Shareholder Associationfor Research and Education, Second Classlnvestors: The Use and Abuse of Subordinated Shares in
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