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II. Background of and Market Potential for Recreation Vehicles (“RVs”)

A. Historical Development and Current Competitive Position of the U.S. Recreation Vehicle
Industry

(i) The RV Industry

Over a century ago, the popularization of the automobile, improving roads and America’s
inexhaustible passion for exploration gave rise to mass-produced manufactured recreation vehicles and,
with that, the RV industry was born,

In 1910 William Howard Taft was president, Ty Cobb won the American League batting title,
Jack Johnson was heavyweight boxing champion of the world and the Boy Scouts of America was
founded. There were few gas stations, few paved roads and no highway system, but still there were RVs.
Through war and peace, booms and busts, fuel lines, fads and the cyber revolution, the RV lifestyle has
endured and continues to flourish, even in today’s challenging economic climate. RVing has continued to
thrive and grow, because people still cherish and enjoy the freedom the RV lifestyle affords. Its
popularity is testament to the fact that it is one of the few remaining manufacturing industries in the
United States.

Furthermore, RVs are part of the U.S. Department of Commerce’s newly-created “Recreational é
Transportation” category and a National Ex ort In1t1at1ve (“NETI”) sector. Most of the companies in this |
category are small and medium-sized enteipses, Hiost RV manufacturers.

- (i) What is a Recreation Vehlcle ot RVY

An RV is a vehicle that combines transportation and temporary living quarters for travel, ;
recreation and camping. Two main categories of RVs are motorhomes (motorized) and towables (towed
behind the family car, van or pickup). The basic motorhome entities are Type A motorhomes (generally
the largest), Type B motorhomes or van campers (the smallest motorhomes) and Type C (usually fall in
between the size of a Type A and C). The types of towables are folding camping trailers, truck campers,
conventional travel trailers and fifth-wheel travel trailers. (See the RVIA brochure attached as Appendix
Iin the “Other” section for a picture and description of each RV type and information on why people RV,
This brochure was translated into Chinese and distributed to Chinese governmental and other politically
influential organizations during RVIA’s two trade missions to China.)

(iii) RV Manufacturers and Component Part Suppliers

There are over 70 RV manufacturers in the United States, While a few RV manufacturers such as
Thor, Forest River and Winnebago would not meet the definition of a small or medium-sized enterprise
(“SME”), the vast majority of the manufacturers and suppliers within the industry employ less than 500
people. There are well over 200 suppliers associated with the RV industry, and the vast majority of them
also qualify as SMEs.

Historically, the RV industry has been very entrepreneurial and competitive in spirit, If there are
opportunities emerging in a new market (such as China or Japan), rest assured the companies within the
RV industry will fill that demand, and where necessary, even create the demand.
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In many cases, RV manufacturers and suppliers are involved in related industries such as park
trailer manufacturing, manufactured housing, boats and a variety of household products, to name but a
few. With the success that is expected in exporting RVs to China and Japan, we are confident that
interest in exporting will naturally extend to each company’s related product offerings.

(iv) RVing Around the World

How does RV production in the U.S. compare to that of the rest of the world? Simply stated, the
U.S. RV industry is dominant. According to statistics published in the 2010 edition of the Caravanning
Profile (an RV industry market report published by the European RV industry), the U.S. produces more
units on an annual basis than the rest of the world combined. The U.S. is followed by Europe and
Australia.

B. RV Market Potential in China

“There exists great potential for RVs in China.” This expression of confidence was made by a
government official within China’s Ministry of Transport during a meeting with RVIA last July, This
same sentiment was echoed by all 10 of the governmental agencies and business enterprises with which
RVIA met during its recent “Gold Key Service” trade mission. Knowledge and interest in RVs has
grown dramatically since RVIA’s last trade mission to China in 2008, It is also well-known and
documented that China’s relentless economic engine powers a steadily growing middle and upper class,
along with steadily increasing discretionary incomes.

It is notable that within the last few years, the Chinese government has made a series of
pronouncements related to its “12™ 5-year plan” which are markedly beneficial for the RV industry. Set
forth below are some of the highlights of the pronouncements:

1. In December of 2009, the State Council elevated the status of the tourism indusiry to a
“strategic pillar industry” level, appointing the China National Tourism Administration
(“CNTA”) as its lead agency. CNTA’s goal is to make tourism a major driving force for
the Chinese economy;

2. The National Development and Reform Commission (“NDRC”) and CNTA have drafted
an outline related to civil tourism and leisure, which is expected to become effective this
year. This document clarifies and legitimizes leisure and vacation time for China’s
citizens and provides provinces with guidelines for promoting leisure activities;

3. In June 2010 the State Council provided instructions with regard to promoting tourism in
the Hainan Province. This is another central government document aimed at expanding
the tourism industry. It allows the Hainan Province to provide special incentives for
private investment in tourism, including RVs and campgrounds;

4, In March 2010 the State Council issued instructions related to growing and expanding
China’s sports industry. Similar to the other central government directives, it calls for the
promotion of outdoor sports, sports travel and other sport tourism sectors;

5. Tourism, sports, leisure activities and recreation are all included under the umbrella of
“cultural and leisure industry” and have been made a priority of the 12" 5 year plan;
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6. According to the guidelines contained in the “China Tourism Development Guideline
during the 12" 5-Year Plan Period” (publicized by CNTA, December 2011), it is
expected that from now through 2015, sales for the travel and tourism industry will grow
at an annual rate of 10%. There will be 600,000 jobs created each year, and tourism will
account for 4.5% of the GDP. Expenditure on travel and vacation will account for 10%
of consumer spending. In the same document, CNTA also calls for the growth and rapid
development of campgrounds and campsites; and

7. Following the central government’s instructions, local governments have developed
detailed plans to promote tourism. For example, last August the city of Beijing
announced that its goal is to have the tourism industry account for 10% of its gross
domestic product within 5 years. Among the specific measures stated is the development
of campgrounds and RV tours.

The tourism policies being implemented by the central, provincial and local governments of
China all create an unprecedented opportunity for the U.S. RV and campground industries. As a result of
the unequivocally positive government pronouncements, RVIA and its manufacturer members have been
virtually inundated with requests by Chinese government officials and businesses desiring to work with
RVIA to establish and expand the RV market in China. RVIA has experienced a steadily increasing
attendance of Chinese citizens at its National RV Trade show in Louisville, Kentucky. The Chinese
presence at RVIA’s Trade Shows has increased so dramatically that RVIA has held a number of
receptions specifically for Chinese attendees to facilitate business opportunities. A Commercial Service
officer from Beijing has led trade missions to the RVIA Show for the last few years. RVIA and its
manufacturer members are receiving regular delegations from China, with a number of Chinese
companies seeking to form joint ventures. Numerous officials within the U.S. Department of Commerce
have remarked to RVIA about the significant levels of activity within the Chinese RV industry.

It is noteworthy that all levels of the Chinese government have been proactive in their attempts to
mainstream and grow the RV industry. In RVIA’s meeting with CNTA last July, they stated that they
would like to partner with RVIA to develop a model campground outside of Beijing and work together
more closely. The Chinese are seeking partners that have campground expertise because, according to
RVIA’s sources, as of early last year there were only a couple dozen campgrounds in all of China and
most of these were set up just for tent campers. In addition to Chinese enterprises, RVIA has received
similar requests from provincial and local governments,

One well known Chinese company with whom we met stated that they plan to invest 3 billion
RMB to build 8 to 12 campgrounds, with over 400 sites each, along the Silk Route in the Gansu province
within the next few years. In a November 5, 2011 China News article it was reported that Guangdong
China Trade Service will spend 4.6 billion RMB to build a network of 50 campgrounds in 5 years. These
campgrounds will have the ability to accommodate 10 million visitors annually. A February 22, 2011
news article posted at the Shandong government website reported that Shandong province is master
planning and developing 180 campgrounds based on the province’s general plan for motor tourism
development. There are many other provinces and cities that are in the process of designing their master
plans for campground development, including Shanghai, Guangxi, Sichuan, Jiangsu and Zhejian.

As a direct result of China’s emphasis on tourism in its most recent 5 year plan, we were
informed by some government officials that China would like to develop over 10,000 campgrounds with
at least 250 sites at each campground. Several campground plans of which RVIA has become aware even
provide for more than 400 sites. While 10,000 may appear to be a large number, there are over 20,000
campgrounds in the U.S. with a population less than one-third that of China’s.
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As demonstrated by the construction of its toll roads, when the Chinese government declares a
project as a national priority, it is brought to fruition very quickly. What could this mean for the U.S, RV
industry? Exports! It appears from our discussions with CNTA, Chinese entrepreneurs and our members
that because all levels of the Chinese government are advocating tourism, and specifically in our case
campgrounds and RV rental tours, a destination camping and RV rental market is quickly developing.
We also believe that as Chinese consumers are exposed to RVs through destination camping and renting,
the traditional RV market will begin to thrive. This is expected to be followed closely by traditional RV
purchasers.

The Chinese are developing campgrounds and buying travel trailers (and some park trailers) and
placing them at individual sites in campgrounds, without any intention of moving them. A number of
RVIA’s member manufacturers have already been approached by campground owners with requests to
provide units, and the manufacturers have been exporting product for this express purpose. According to
reports by RVIA members and Chinese purchasers, some of the most recent campgrounds have populated
their sites exclusively with RVs imported from the U.S. This is a very savvy way to initially develop the
RV market in China, as there are a number of regulatory issues regarding towing that have yet to be
addressed. (Addressing the towing issues is one of RVIA’s top priorities when it opens an office in
China). This destination camping approach avoids difficult issues surrounding towing, while still
allowing Chinese citizens to enjoy the benefits of an RV. This strategy has the potential to be a boon for
U.S. RV manufacturers. It is amazing to consider that if just 500 campgrounds were to open within the
next three years, and the U.S. market only captured half of the projected available 250 campsites at each
campground, the industry would generate approximately $1,312,500,000 in export revenues. It is
expected that sales of motorhomes for the rental market will also be substantial. The same companies
who have expressed an interest in developing campgrounds have also expressed an interest in acquiring
rental fleets designed for RV tours and company outings.

Set forth below are calculations of export revenue expected to be generated from China over the
next seven years.

First Three Years - Export Dollars Generated

¢ 500 (estimated number of campgrounds to be developed) x 125 (50% of available sites at each
campground for U.S, market) = 62,500 (sites for U.S, RVs)

e 62,500 (estimated number of towable RVs exported for destination camping) x $21,000 (average
price of a travel trailer according to current RVIA RV Industry Market Report) = $1,312,500,000
(export revenue)

¢ In addition to the destination camping revenue, RVIA estimates that 2,000 motorhomes will be
exported to China mostly for rental fleets initially.

¢ 2,000 (estimated number of motorhome exports) x $114,000 (average price of Type A, B and C
motorhomes according to current RVIA RV Industry Market Report) = $228,000,000 (export

revenue)

o $1,540,500,000 (total estimated RV export revenue) / $180,000 (export revenue needed to create
one job according to DOC website) = 8,558 jobs
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Following Four Years - Export Dollats Generated

¢ 1,000 (estimated number of campgrounds to be developed) x 125 (50% of available sites at each
campground for U.S, market) = 125,000 (sites for U.S. RVs)

o 125,000 (estimated number of towable RVs exported for destination camping) x $21,000 (average
price of a travel trailer according to current RVIA RV Industry Market Report) = $2,625,000,000
(export revenue)

¢ In addition to the destination camping RV revenue, RVIA estimates that 4,000 motorhomes will
be exported to China. Some of these motorhomes will be replacements for the existing rental
fleet.

¢ 4,000 (estimated number of motorhome exports) x $114,000 (average price of Type A, B and C
motorhomes according to current RVIA RV Industry Market Repott) = $456,000,000 (export
revenue)

e $3,081,000,000 (total estimated RV export revenue) / $180,000 (export revenue needed to create
one job according to DOC website) = 17,116 jobs

That is a total of $4,621,500,000 in export dollars and 25,674 jobs over 7 years. The export dollars
are additionally significant in that they help reduce the U.S. trade deficit with China.

It is certain that RVIA must take advantage of this burgeoning market opportunity by opening an
office within China. Among many advantages, this will ensure that the United States is able to pursue
standards compatibility more easily and with more direct access. If the United States is to capitalize on
this incredible opportunity, RVIA must act now. Otherwise, we will quickly be overtaken by the
European and/or the Australians.

C. RV Market Potential in Japan

In terms of the Initiative in Japan, RVIA can assist Japan with its disaster recovery by exporting
RVs to Japan for post-disaster assistance. As Japan enters the recovery phase of its disaster response,
RVIA believes that American manufactured RVs can play a critical role in the country’s restoration.
Over the next five years large numbers of public and private re-construction projects are anticipated. RVs
can be used to facilitate these projects by providing temporary shelter and/or commercial space for use by
private citizens, reconstruction workers, businesses, government entities, non-governmental organizations
(“NGO”) and others near and/or in the disaster areas. RVs can be used as mobile offices and medical
clinics, command centers, classrooms, stores/shops or field kitchens to feed large groups. They can be
outfitted to provide only bath and shower facilities or they can be configured as laundry rooms with
multiple washing machines and dryers available on site in disaster areas. (See Appendix II attached in the
“Other” section for photos of some of the types of vehicles available. Appendix II also shows the typical
interior of a traditional Type C motorhome and travel trailer). Use of RVs in this manner will also speed
the economic recovery of towns in and near the disaster areas; while permanent infrastructure is being re-
built, RVs can be used to temporarily restore a functioning town thus allowing commerce to re-statt,

RVs are well suited for these purposes because they are designed to travel down roads used by
cars and to remain mobile for their lifetimes. They may contain full kitchens, bathrooms, bedrooms and
living rooms or can be outfitted as described above. They can even be built so that half the unit provides
living accommodations and the other half a garage or commercial space. RVs can be parked and put to
use in very small spaces (from as small as 8x10 to as large as 16.5 X 45 depending on the size of the unit
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selected). Some RVs are self-propelled and others are towable by crossovers, SUVs and pickup trucks.
RVs are also “self-contained,” which means they provide potable, fresh water supplied from a holding
tank in the unit, flush toilets and showers with on onboard water supply and holding tanks as well as 12
volt, LP gas and/or gasoline powered generators to power lighting, heat, A/C and refrigeration — all
without the use of public utilities! Further, RVs are able to be temporarily located in flood plains because
they are readily transportable either under their own motive power or by average size pickup trucks; this
allows their timely removal if floods are anticipated. Finally, RVs are particularly useful for property
owners who can temporarily site them on their devastated property and oversee the re-building of their
homes or commercial buildings.

RVIA has learned (unofficially) that the federal government is considering requesting bids on
contracts for upwards of 10,000 post-disaster assistance vehicles, The domestic Japanese RV market is
quite limited and currently does not have the same capacity for manufacturing as enjoyed by the U.S.
market. Over the course of its history, the U.S. RV industry has responded to myriad disasters and has
the knowledge and capability to respond quickly to emergency situations. RVIA plans to work closely
with the Japanese government to educate them on the U.S. manufacturers’ capability to produce a wide
variety of quality products in a relatively short period of time.

Further, state and local governments, NGOs and commercial enterprises are expected to acquire
units, as well.

Once U.S. manufacturers are securely involved in Japan vis-a-vis the manufacture and export of
post-disaster assistance vehicles, we are confident that Japan will then pursue a more traditional variation
of the RV market.

First Three Years - Export Dollars Generated

e 7,500 (estimated number of post-disaster assistance towable RVs exported) x $21,000 (average
price of a travel trailer according to current RVIA RV Industry Market Report) = $157,500,000
(export revenue)

e 2,500 (estimated number of post-disaster assistance motorhome exports) x $114,000 (average
price of Type A, B and C motorhomes according to current RVIA RV Industry Market Report) =
$285,000,000 (export revenue)

o $442,500,000 (total estimated RV export revenue) / $180,000 (export revenue needed to create
one job according to DOC website) = 2,458 jobs

Following Four Years - Export Dollars Generated

e 12,500 (estimated number of post-disaster assistance towable RV exports) x $21,000 (average
price of a travel trailer) = $262,500,000 (export revenue)

* 5,000 (estimated number of post-disaster motorhome exports) x $114,000 (average price of Type
A, B and C motorhomes according to RVIA RV Industry Market Research Report) =
$570,000,000 (export revenue)

o $832,500,000 (total estimated RV export revenue) / $180,000 (export revenue needed to create
one job according to DOC website) = 4,625 jobs
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That is a total of $1,275,000,000 in export dollars and 7,083 jobs over 7 years.

This volume of exports to China and Japan will be met not only by manufacturers who currently
export to China but by many who have never exported. Certainly, Japan will be a new market for
virtually every manufacturer,

D. RV Exports are Critical to Job Recovery

While the RV industry has historically thrived, it has also endured its share of economic
difficulty. Before the most recent economic downturn, the industry produced approximately 400,000
units per year. While the industry has begun its rebound from the recent recession, in 2011 the industry
produced only 252,300 units, still significantly lower than its better days.

According to an RVIA survey of the industry and a U.S. Census Bureau survey, prior to the
recession the RV industry employed approximately 530,000 people. (The survey included RV
manufacturers, component part suppliers, retail dealers and campground owners in the RV industry.) By
November 2008 that number had been sharply reduced to approximately 249,000 people.

While the entire U.S. has suffered high unemployment rates, Elkhart County, Indiana (where the
vast majority of RV production is centered) had the highest unemployment rate in the country. In
February 2009, President Obama made a historic visit to Elkhart to highlight the crisis faced by RV
workers. (This was his first trip as President and the first of three trips so far to the Elkhart area.) It was
there that he revealed his plan to help workers get back on their feet. In that speech, President Obama
said “...[TThis area [Elkhart] has lost jobs faster than anywhere else in the United States of America, with
an unemployment rate of over 15% when it was 4.7% just last year. When we talk layoffs in companies
like Monaco Coach and Keystone RV and Pilgrim International, companies that have sustained this
community for years, we’re not just talking numbers,” While things have begun to improve, as of
October 2011, RV industry employment was estimated at 375,000 people, still almost 30% lower, or
155,000 fewer people employed, than just a few years previously. According to U.S. Bureau of Labor
Statistics, Elkhart County today has an unemployment rate approximately 3% higher than the average
U.S. rate. While RVIA expects RV shipments to continue to grow, the domestic shipment numbers, and
correspondingly the RV worker unemployment numbers, are not likely to change dramatically within the
next few years. As a result, the industry is focused on increasing shipment, and thus employment, rates
through innovative ideas such as expanding into foreign markets (China being a primary target).

Generally speaking, RV production is not automated as is the automotive industry. In fact, it is
very labor intensive. Increases in production can only be met through hiring additional labor; and
experienced labor is anxiously awaiting industry success with RVIA’s Asia Export Initiative.

(i) Local and Third-Country Competitors in China and Japan

China

There are approximately 20 Chinese manufacturers who offer very limited choices of RV
products. Most of these companies are primarily engaged in other indusiries (i.e., automobiles, military
vehicles, etc.). RVIA has had an opportunity to inspect many domestically-produced RVs during trade
missions to China. All of the units were very expensive, and, compared with U.S.-built RV,
technologically deficient and poorly constructed. The product is also not being built to any kind of
established standard, so safety is a concern. The campground and RV rental fleet owners understand that
they need quality-built products that can endure heavy usage if they are to establish profitable destination
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camping and rental vehicle businesses. Chinese RV manufacturers are not yet sophisticated enough to
build a quality, relatively inexpensive product as are U.S. manufacturers. Moreover, many Chinese
manufacturers are seeking partnerships with U.S. manufacturers in order to upgrade their RV products to
accommodate the growing demand. There are also industry newcomers who see the market opportunity
and are getting ready to invest in the industry. The current situation has created opportunities for U.S.
manufacturers to step in and establish themselves in China’s emerging RV market to secure long-term
benefits. RVIA’s China office will help facilitate these opportunities.

Third-country competitors include Germany, as well as other European nations and Australia.
Germany has been exporting to China for a few years. In fact, one German RV manufacturer received the
China Compulsory Certification approval for one of its models, although the approval has since lapsed.
At this time, the actual number of German and Australian units exported to China remains quite small,
although it is difficult to obtain accurate statistics on RVs in China. The best statistical reporting source
RVIA has encountered is the China Association of Automobile Manufacturers (“CAAM”). CAAM
represents automobile and specialty vehicle manufacturers, which include a few RV manufacturers.
During a meeting between CAAM, RVIA and U.S. Commercial Service officers last July, CAAM
estimated that as of 2010 there were 4,500 RVs in China. Of the 4,500, CAAM believed that 70% were
domestically produced and 30% imported, mostly from Germany. With the number of exports to China
campgrounds by U.S. manufactures within the last year, the U.S. is now likely the largest RV exporter
into China. However, if we hesitate at this juncture and fail to actively pursue the Initiative, Germany and
the remaining European competitors could capitalize on their initial head start in the country and leave the
U.S. wanting. (See Appendix III regarding a recent article on a European trade mission to China in the
“Other” section.)

Japan

As mentioned earlier, the domestic Japanese RV market is still quite limited and does not have
the same capacity for production as enjoyed by U.S. manufacturers. The U.S, RV industry has responded
to disaster recovery efforts many times in the past and has the know-how and capacity to respond quickly
in circumstances such as Japan’s recent natural disaster,

E. China and Japan Market Economic Conditions and the Likelihood that Potential Buyers
will Purchase U.S. RVs

China

Today, the world is quite familiar with the powerful economic engine that is China, which shows
no sign of slowing its forward economic march. According to a December 2010 report by HSBC entitled,
“Inside the Growth Engine,” by 2020 China is expected to have 6 provinces that will have a gross
domestic product of over $1 trillion U.S. dollars. China has now become the number one automobile
market in the world and the middle and upper classes continue to grow with discretionary income to
spend.

With the increase in the number of motor vehicle owning households in China there has been a
corresponding increase in the number of so called “motor tourists.” Motor tourists are people who prefer
to drive to their vacation destinations. The 2010 China Leisure Green Book reports there are an estimated
50 million motor tourists. According to a speech made by Jiang Qikang, Secretary General, China
Tourism Association, at the “4™ China Camping and Touristn Forum” held in October 2011, motor
tourists would prefer to stay close to the outdoors and enjoy natural sceneries but lodges and RVs are not
available.
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But what makes the market conditions especially favorable for the RV industry? The fact the
central government has made tourism, including camping and RVing, such a high priority in its latest 5
year plan, as discussed in section 2. (1) of this application. This has created a buzz about the RV industry
that advertising cannot buy. Chinese companies with deep pockets are looking to invest in campgrounds
and set them up with RVs. Many companies and individuals have become rich in China in the past by
investing in government favored sectors and scores of Chinese see the same opportunity with
campgrounds and RVs. This is a great time for the American RV industry to become a big player in the
China market,

“The Chinese prefer the luxurious styling of American RVs compared to the European look.”
RVIA first heard this statement in 2008 from the General Manager of Zoeco, a Chinese motorhome
manufacturer located outside of Shanghai. We have since heard similar sentiments from a variety of
sources within the Chinese RV industry. This statement is supported by the fact so many Chinese are
coming to the United States to learn about the industry, discuss joint ventures and purchase product.
According to RVIA’s contacts within the European caravanning associations, Europeans are not
experiencing this same level of interest from the Chinese at this juncture.

Further, the Chinese have demonstrated their voracious appetite for American-made products and
lifestyles. According to a U.S.-China Business Council Report, China is now the world’s fastest growing
destination for American exports. American exports to China have grown by 468% over the past decade,
and last year China imported a record $91.9 billion in goods from the U.S. Considering the U.S. RV
industry has over 100 years of experience, a technical and engineering knowledge that the Chinese lack
and a sense of style that the Chinese appreciate, U.S.-produced RVs will certainly be in demand. This
does not even take into account the wealthy Chinese who will want to own an American RV for status
reasons,

Japan
See section IT C and D(1)

F. U.S. Industry Resources that can be brought to bear upon China and Japan

RVIA represents almost 300 U.S. RV manufacturers and suppliers that produce approximately
98% of the RVs produced in the United States. RVIA also represents several Canadian manufacturers.
Additionally, RVIA has an Associate Membership category that includes several Chinese RV
manufacturers. Associate Members enjoy no voting privileges and receive limited materials from the
Association.

RVIA has a staff of 49 employees and is located in Reston, Virginia. The Association is made up
of five departments, Standards & Education, Government Affairs, Public Relations & Advertising,
Meetings & Shows and Legal. All of these departments are staffed with seasoned professionals who are
available as a resource to the Initiative. The Standards Department will be critical in the Initiative’s
pursuit of development of Chinese RV and campground standards compatible with the U.S. models,
Government Affairs and Legal will be active in addressing regulatory issues within China. Public
Relations & Advertising will be used to help increase awareness of RVing, generally, and in the
promotion of U.S, RVs, in particular. The Meetings & Shows Department will be called upon to lend
their expertise in the creation of a China RV trade show. RVIA’s current annual operating budget is
approximately $13 million, and it has over $14 million in reserve. These are significant resources, which
can be directed toward the industry’s export objectives.

In addition to this trade association, a number of the manufacturers also have available resources
to take advantage of the China market. Thor is the industry’s largest RV manufacturer and is a Fortune
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1000 company. It owns the iconic American brand “Airstream.” Forest River, the second largest RV
manufacturer, is a Berkshire Hathaway company. Winnebago Industries is known around the world for
its “Winnebago” name. There are many more companies of all sizes, all successful and determined to
have their company become the next Buick or Coca-Cola in China.

G. U.S. RV industry’s ability to meet potential demand in China and Japan

The U.S. industry’s ability to meet market demand will not be an obstacle, when taking into
account that until recently the industry was producing 400,000 units annually. In 2011 the industry
produced 252,300 units. Industry manufacturers have the existing and available manufacturing plants and
capacity that can accommodate significantly more production. However, considerably more labor will be
necessary to meet increased product demand. Because of the high unemployment rate in the Elkhatt area
(centered around unemployed RV industry workers) experienced labor is locally available and could be
hired quickly in order to meet demand. The same holds true in communities surrounding other RV
manufacturing locales around the country,

The RV industry has long been recognized as one that can promptly respond to orders with
quality work. It has produced as many as 100,000 post-disaster assistance units in 4 months-time while
simultaneously supplying units to its traditional camping customers,

H. U.S. RV industry’s After-Sales Service Capability in China and Japan

China

As the China RV market grows, the after-sales service capability will grow. In the case of a
motorhome, there are two servicing issues. A motorhome consists of a truck chassis, which includes the
engine and drivetrain, and the living facilities portion that sits on top of the chassis. Initially, in the case
of motorhomes, many chassis manufacturers already have service facilities in China to service their
chassis being used by trucks. Many engine manufacturets are operating service facilities in China, as
well. These same facilities could be used by motorhome operators, as they are in the U.S. Because many
of the components found in motorhome living facilities and in trailers are common to ordinary households
in China (i.e. appliances, plumbing fixtures, lighting), some suppliers have service operations in China.
To the extent there is not a manufacturer designated service facility available, consumers could use local
trade-specific repairmen. For example, a local carpet layer to fix a buckled carpet, a plumber to fix a
leak, an electrician to fix a lighting issue. In today’s world with the ease of communication, it is not a
problem to call or e-mail a manufacturer about a particular issue and to have the manufacturer send a part
or offer the best way to perform a repair.

With regard to the destination camping units sited in campgrounds, each campground will likely
have a service technician on staff to address issues. Being responsible for a hundred or more units, the
technician will quickly develop the skills necessary to keep the units operating properly. Manufacturers
also would be willing to provide training,

Eventually, RVIA would like to establish an RV technician training program in China like it has
in the United States. The training program in the U.S. is internet based making it easy to reach
technicians anywhere in the world. The training content for China could be modified as necessary and
translated into Chinese. Market demand in China for U.S. products will dictate how quickly this program
is developed.

Further, as the industry grows, manufacturers will likely establish a dealer network for sales and
service throughout the country. Independent service centers will also service the market as they do in the
U.S.
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Japan

In addition to the service options described above for Chinese consumers, Japan has an RV dealer
network that is capable of servicing the post-disaster assistance units.

I11. Project Description, Timeline and Performance Measurement

RVIA’s internal Strategic Plan includes a specific, stated objective to pursue and develop
opportunities for RVIA’s members to expand the industry market globally. To realize this goal, RVIA
has embarked on several fact finding missions to China since 2007. The conclusion of these trips was
that the country has unlimited potential but there are numerous obstacles that must first be overcome. As
a result of these findings, RVIA’s Board directed that work begin on resolving impediments facing the
U.S. in expanding the RV market in China, In response, RVIA formed a China Committee and became a
more proactive force in its efforts to resolve international roadblocks to growth.

It became clear that another visit to the country was necessary. The most recent Gold Key

Service mission took place in July 2011. By any measure the trip was a success. RVIA met with eight
Chinese governmental agencies, all of which are involved in some manner with the development of the
RV industry. Just as importantly, we met with key people within these agencies, the actual individuals
who will be working on specific issues related to the RV industry. We also had meetings with influential
private citizens and large corporations who are supportive of our efforts. All of these parties could play a
critical role in persuading the Chinese government to remove certain batriers that are currently hindering
the growth of the industry.

There were some significant common themes that recurred throughout our meetings. First, it is
the consensus among those with whom we spoke that RVing in China will become very popular.
Currently, as discussed herein, the Chinese government is actively promoting tourism, including camping
and RVing. Some factors in the government’s decision to promote tourism include that discretionary
income among Chinese citizens has increased, they have more vacation time, desire to spend more time
with their families and want to see more of their own country.

Second, we need to work with the government agencies to make addressing the RV and
campground standards and regulatory issues the same high priority as the government has done for
tourism in general even though the industry is relatively small at this juncture. Unfortunately, we have
also been informed by organizations familiar with the RV industry in China that the lack of substantive
standards and RV-specific motor vehicle and road use regulations are hindering industry growth. RVIA
is of the belief that by working with ITA and industry stakeholders it can successfully persuade the
government agencies to make industry standards and regulations a higher priority.

Third, it is also imperative that campgrounds be developed so that people have RV-friendly
vacation destinations. Fortunately, as discussed earlier, because of the emphasis on tourism in the latest 5
year government plan, the central, provincial and local governments have made the development of
campgrounds a priority. RVIA can help facilitate this effort by providing campground expertise. This is
especially critical to RVIA’s export initiative since it appears China will initially focus on destination
camping utilizing on-site RVs. RVIA believes all of these issues must be addressed in order to fully
develop the China RV market and maximize the industry’s export potential. Further, a delay could
provide the Europeans with an opportunity to enact their RV and campground standards thus putting the
U.S. at a systemic competitive disadvantage. RVIA has worked to resolve regulatory issues to the extent
that we are able from abroad, but it has become apparent that a more permanent, high profile presence
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within China is necessary. As a result, RVIA believes it is the appropriate time for it to become more
proactive in China and take the following actions:

A. Form an RVIA subsidiary as a Chinese Wholly Foreignh Owned Enterprise (“WFOE”)

As a WFOE, RVIA would have sole control over the management and direction of the company
and be permitted to conduct for profit activities such as trade shows,

Project Timeline:  July 1, 2012 — December 31, 2012
Applicant Performance Measure:  RVIA has formed a WFORE

) Establish an RVIA office in Beijing — Locate Office Space and Hire One Full-
time Employee/Consultant

RVIA has determined that in order for it to successfully reach its Initiative goals, it will be
required to open an office in China. RVIA has made a concerted effort to be perceived as the “RV expert
in China” and has already developed critical relationships within the country among like-minded
organizations. An office presence within the country will allow RVIA to spend the time necessary to
organize the campground and RV industries work in tandem to remove the regulatory barriers currently
impeding the industry’s growth.

Because of the need to work closely with the central government regarding RVIA’s objectives, it
has been determined that the office should be located in Beijing. However, the China Office Director will
be required to travel to various provinces to gather support for the Initiative.

The Office Director (“OD”’) should possess the following skills:

In-depth understanding of the inner workings of government agencies in China;
Knowledge of China’s culture, business and market environment;

Business management experience;

Excellent communication abilities and possess a team-player approach;
Knowledge of the RV industry preferred; and

Fluent in written and spoken English and Chinese

AN ol e

Office Director responsibilities will include:

Locating and establishing an office in Beijing;

Managing the Initiative and providing monthly progress reports;

Coordinating and working with ITA in China and Japan;

Serving as a resource to RVIA members about the China and Japan markets;
Traveling to central, provincial and local government agency meetings in China;
Traveling to United States twice a year to report developments; and

Hiring an office assistant at the appropriate time.

NonA W~

Project Timeline:  July 1, 2012 — December 31, 2012
Applicant Performance Measure: RVIA has opened an office and hired an Office Director
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(ii) Pursue Adoption of RV and Campground Industry-Developed Standards
Compatible with U.S. Standards to Ensure Market Access for U.S. Built RVs

RVIA staff met with the Standardization Administration of China (“SAC”) and the China
Automobile Technology and Research Center (“CATARC”) in July 2011, SAC has the overall
responsibility for drafting, reviewing, updating and implementing standards in China. Once SAC elects
to develop an automotive standard, it is CATARC which actually drafts and implements the standard.
CATARC is the Chinese govermmental agency that drafted the first RV standard, which is a minimal,
voluntary standard. It is notable that CATARC has an RV task force. During our meeting, we met the
individual who would be responsible for drafting a more comprehensive, updated RV standard. The
CATARC official stated that a new standard has not yet been developed, because the industry is small,
and therefore, it is not yet a high priority. CATARC made it clear, however, that they would be willing to
work with RVIA on RV standards. RVIA would like to take CATARC up on that offer.

China has adopted many European standards in other unrelated industries. Therefore, RVIA is
rather concerned that if it does not respond immediately, the Europeans will successfully usurp American
standards with their own. It is imperative that Chinese RV standards are compatible with U.S. RV
standards, otherwise the U.S. will be at a very serious competitive disadvantage. Further, RVIA has been
informed by several organizations knowledgeable with the RV industry in China that a comprehensive,
mandatory standard must be developed to lend more credibility to the RV industry and help RVs become
more accepted in the marketplace.

Project Timeline:  July 1, 2012 — June 30, 2015

Applicant Performance Measure: China has adopted RV and campground standards
compatible with U.S. standards

(iii)  Pursue the Inclusion of RV Definitions in the China Motor Vehicle Code,
Develop Reasonable RV Road Use Regulations and Address Licensing and
Registration Issues

RVIA staff met with the Ministry of Transport (“MOT”) last year. MOT is responsible for
highway construction, maintenance, operations and related policies and regulations. Additionally, MOT
is responsible, along with SAC, CAAM, the Ministry of Industry and Information Technology (“MIIT)
and the Ministry for Public Safety (“MPS”) for vehicle specifications and licensing requirements. As
such, they would be involved with any potentially related RV regulations.

The MOT officials at the meeting commented that they believe there is great potential for RVs in
China. One official made it clear that RVs must have their own category within the motor vehicle
regulations, rather than being inappropriately classified under one of the eight automobile categories
already in existence. This would make it simpler to define RVs and address the current road use
regulations that are impeding the growth of the industry, such as the prohibition against towing trailers on
the highways. This particular regulation, like many others, was created at a time when there were no RVs
in China and was never intended to address our products.

The MOT officials pledged to work with RVIA to address the relevant regulations. With a
relationship already established, RVIA believes it can work with the requisite government agencies to

create a separate RV motor vehicle category to include more appropriate regulations for RVs, as
suggested by the MOT official,
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Project Timeline: July 1, 2012 — June 30, 2015

Applicant Performance Measure: Regulations impeding the growth of the RV market have
been removed

@iv) Pursue Adoption of China Compulsory Compliance (“CCC”) requirements that
take into Account the Unique Issues Encountered RV Manufacturers

RVIA met with the Certification and Accreditation Administration (“CNCA”) in 2011 to learn
about the China Compulsory Certification (“CCC”) process. The China Quality Certification Center
(“CQC”), which implements the CNCA policy for vehicles, was also present at the meeting, The CCC
requirements for the automotive industry are similar to the U.S. Federal Motor Vehicle Safety Standards
(“FMVSS”). Any RV produced for the China market, whether produced domestically or imported, is
required to have a CCC mark before it can be sold.

As part of the CCC process, manufacturers must comply with all of the vehicle-specific CCC
requirements, Unfortunately, the CCC requirements were drafted with automobiles, buses and trucks in
mind and do not take into account the unique issues faced by RV manufacturers, as is the case with U.S,
FMVSS. The CQC staff indicated that an important step would be to create an RV motor vehicle
category, which could lead to RV-specific CCC requirements. Otherwise, certain requirements developed
for other vehicle types would apply making it more difficult and costly for an RV to receive CCC
approval. Because of the high cost of compliance and, as compared to the automobile industry, the
relatively low volume, it is critical that these issues are addressed for the industry to prosper. RVIA
would like to start this process.

Project Timeline:  July 1, 2012 — June 30, 2015
Applicant Performance Measure: CCC requirements take into account the unique issues faced
by RV manufacturers

W) Pursue Reduction of Import Duties and Tariffs Imposed on RVs

The import duty for motorhomes is 25%, plus a 17% value added tax and a consumption tax up to
40%. The import duty on towable RVs is 15% plus a 17% value added tax. In RVIA’s discussions with
the Ministry of Commerce (“MOFCOM?”), the MOFCOM representative suggested that RVIA pursue a
new commodity or Harmonized Tariff Schedule (“HTS”) code for RVs because they are not commercial
vehicles and are used much differently than commercial vehicles or even automobiles. A new code
reflecting the non-commercial use of RVs could lead to reduced tariffs and duties, This project will likely
take some time to accomplish and, consequently, efforts need to begin immediately.

In the meantime, if the import duty becomes an obstacle to the U.S. becoming a dominant player
in the China market, RVIA will educate its members about the potential to ship complete knock-down
kits and assemble the products in China. This would reduce import taxes and duties as well as shipping
costs,

Project Timeline: July 1, 2012 — June 30, 2015
Applicant Performance Measure: Import duties imposed on RVs have been reduced

(vi)  Establish a website in Chinese and use Social Media and Trade Shows to
Promote RVing in China with an Emphasis on U.S. Products

RVIA has a very successful public relations and advertising campaign promoting RVs in the U.S.,
We have found one of the most successful tools to reach consumers is the internet and social media. A
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Chinese website and social media detailing the RV lifestyle with an explanation of the types of products
would be an effective and economical way to educate Chinese consumers about the joys of RVing,

The China Office Director will directly help promote the industry by obtaining a booth at key
trade shows in China to raise awareness of RVing and the quality craftsmanship and forward-thinking
design of the American RV product. Further, RVIA plans on