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PART I - FINANCIAL INFORMATION

ITEM 1: CONSOLIDATED FINANCIAL STATEMENTS

Condensed Consolidated Income Statements

(Expressed in thousands of United States dollars, except share and per share data)

(Unaudited)

Three months ended Nine months ended

September 30, September 30,

2018 2017 2018 2017
Revenues:
Service revenues $161,374 $145,938 $551,736 $442 066
Revenue from inventory sales 83,972 81,463 262,318 237,375
Total revenues 245,346 227,401 814,054 679,441
Operating expenses:
Costs of services 33,053 33,461 112,743 94,093
Cost of inventory sold 74,341 72,476 231,834 207,603
Selling, general and administrative expenses 88,323 85,335 287,052 230,287
Acquisition-related costs 2,007 3,587 5,039 35,162
Depreciation and amortization expenses 16,723 14,837 49,451 37,047
Gain on disposition of property, plant and equipment (342 ) (42 ) (958 ) (1,071
Impairment loss - - - 8,911
Foreign exchange loss (gain) 47 816 31 7
Total operating expenses 214,152 210,470 685,192 612,025
Operating income 31,194 16,931 128,862 67,416
Interest expense (10,473 ) (10,558 ) (32,720 ) (27,311
Other income, net 7,182 592 8,995 6,346
Income before income taxes 27,903 6,965 105,137 46,451
Income tax expense (recovery) 4,791 (3,358 ) 19,091 7,982
Net income $23,112 $10,323 $86,046 $38,469

Net income (loss) attributable to:
Stockholders $23,138 $10,261 $85,993 $38,273
Non-controlling interests (26 ) 62 53 196
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Net income $23,112 $10,323 $86,046 $38,469
Earnings per share attributable to stockholders:

Basic $0.21 $0.10 $0.80 $0.36
Diluted $0.21 $0.09 $0.79 $0.35

Weighted average number of shares outstanding:
Basic 108,365,427 107,120,618 107,811,391 106,993,358
Diluted 109,887,194 108,178,303 109,133,378 108,069,624

See accompanying notes to the condensed consolidated financial statements.

Ritchie Bros. 1
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Condensed Consolidated Statements of Comprehensive Income

(Expressed in thousands of United States dollars)

(Unaudited)

Net income

Other comprehensive income (loss), net of income tax:

Foreign currency translation adjustment
Total comprehensive income
Total comprehensive income (loss) attributable to:

Stockholders
Non-controlling interests

Three months ended
September 30,
2018 2017

$23,112  $10,323

3 6,009
$23,115 $16,332
$23,145 $16,256

(30 ) 76
$23,115 $16,332

See accompanying notes to the condensed consolidated financial statements.

Ritchie Bros. 2

Nine months ended
September 30,
2018 2017

$86,046 $38,469

(7,781 ) 22,822
$78,265 $61,291
$78,234 $61,045

31 246
$78,265 $61,291
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Condensed Consolidated Balance Sheets

(Expressed in thousands of United States dollars, except share data)

(Unaudited)

September 30, December 31,

2018 2017
Assets
Cash and cash equivalents $ 228,764 $267,910
Restricted cash 75,281 63,206
Trade and other receivables 247,972 92,105
Inventory 84,789 38,238
Other current assets 40,236 27,610
Income taxes receivable 8,589 19,418
Total current assets 685,631 508,487
Property, plant and equipment 504,738 526,581
Equity-accounted investments 4,206 7,408
Other non-current assets 26,549 24,146
Intangible assets 251,422 261,094
Goodwill 673,191 670,922
Deferred tax assets 23,729 18,674
Total assets $ 2,169,466 $2,017,312
Liabilities and Equity
Auction proceeds payable $ 325,985 $ 199,245
Trade and other payables 179,659 164,553
Income taxes payable 6,999 732
Short-term debt 10,532 7,018
Current portion of long-term debt 11,556 16,907
Total current liabilities 534,731 388,455
Long-term debt 740,222 795,985
Other non-current liabilities 39,436 46,773
Deferred tax liabilities 33,601 32,334
Total liabilities 1,347,990 1,263,547
Commitments
Contingencies
Contingently redeemable performance share units 864 9,014
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Stockholders' equity:
Share capital:

Common stock; no par value, unlimited shares authorized, issued and outstanding 179 348 138.582
shares: 108,601,417 (December 31, 2017: 107,269,783) ’ ’
Additional paid-in capital 53,941 41,005
Retained earnings 632,496 602,609
Accumulated other comprehensive loss (50,273 ) (42,514
Stockholders' equity 815,512 739,682
Non-controlling interest 5,100 5,069
Total stockholders' equity 820,612 744,751
Total liabilities and equity $ 2,169,466 $2,017,312

See accompanying notes to the condensed consolidated financial statements.

Ritchie Bros. 3
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Condensed Consolidated Statements of Changes in Equity
(Expressed in thousands of United States dollars, except where noted)

(Unaudited)

Attributable to stockholders Contingently
Additional Accumulated Non- redeemable
Common stock paid-In other controlling performance
Number of capital Retained comprehensiviaterest Total 31:1?::
shares Amount ("APIC") earnings loss ("NCI") equity ("PSUs")
I;f‘laz"ocle7’ December 07 760,783 $138,582 $41,005 $602,609 $ (42,514 ) $5069 $744751 $9,014
Net income - - - 85,993 - 53 86,046 -
Other
comprehensive loss i i i (7,759 ) @2 ) @781 -
- - - 85,993 (7,759 ) 31 78,265 -
Stock option 1,154,541 34876 (1804 ) - : . 27,012 -
exercises
Issuance of common
stock related to
vesting of share 177,093 5,890 (1,662 ) (326 ) - - 3,902 (7,803 )
units
Stock option
compensation - - 6,711 - - - 6,711 -
expense
Modification of
PSUs - - 12,365 958 - - 13,323 (6,622 )
Equity-classified
PSU expense - - 3,153 - - - 3,153 5,826
Equity-classified
PSU dividend - - 173 s14 ) - - (341 ) 341
equivalents
Change in fair value
of contingently - - - (108 ) - - (108 ) 108
redeemable PSUs
Cash dividends paid - - - (56,116 ) - - (56,116 ) -

Balance, September

30.2018 108,601,417 $179,348 $53,941 $632,496 $(50,273 ) $5,100 $820,612 $ 864

10
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See accompanying notes to the condensed consolidated financial statements.

Ritchie Bros. 4
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Condensed Consolidated Statements of Cash Flows
(Expressed in thousands of United States dollars)

(Unaudited)

Nine months ended September 30,

Cash provided by (used in):

Operating activities:

Net income

Adjustments for items not affecting cash:
Depreciation and amortization expenses
Impairment loss

Stock option compensation expense
Equity-classified PSU expense

Deferred income tax expense (recovery)
Unrealized foreign exchange loss (gain)
Amortization of debt issuance costs

Gain on disposition of equity investment
Other, net

Net changes in operating assets and liabilities
Net cash provided by operating activities
Investing activities:

Acquisition of IronPlanet, net of cash acquired
Property, plant and equipment additions
Intangible asset additions

Proceeds on disposition of property, plant and equipment
Proceeds on disposal of equity investment
Other, net

Net cash used in investing activities

Financing activities:

Dividends paid to stockholders

Dividends paid to NCI

Issuances of share capital

Payment of withholding taxes on issuance of shares
Proceeds from short-term debt

Repayment of short-term debt

Proceeds from long-term debt

Repayment of long-term debt

Debt issue costs

Repayment of finance lease obligations

Other, net

Net cash provided by (used in) financing activities

2018

$86,046
49,451

6,711
8,978
(3,774 )
501
3,032
(4,935 )
(4,636 )
(44,227)
97,147

(13,394)
(19,410)
2,524
6,147
4,674 )
(28,807 )

(56,116 )

27,072
(3,901 )
6,949
(3,372 )

(58,825)
(2,827 )

(1,176 )
(92,196 )

2017

$38,469

37,047
8,911
10,996
1,871
(9,583 )
(1,011 )
2,058
(2,090 )
11,849
98,517

(675,851)
(8,086 )
(20,482 )
3,487

(667 )
(701,599)

(54,558 )
(41 )
7,934

6,850

(22,793 )
325,000
(104,729)
(12,624 )
(1,565 )
(1,431 )
142,043

12
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Effect of changes in foreign currency rates on cash, cash equivalents, and restricted cash (3,215 ) 17,270
Decrease (27,071 ) (443,769)
Beginning of period 331,116 758,089
Cash, cash equivalents, and restricted cash, end of period $304,045 $314,320

See accompanying notes to the condensed consolidated financial statements.

Ritchie Bros. 5
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Notes to the Condensed Consolidated Financial Statements
(Tabular amounts expressed in thousands of United States dollars, except where noted)

(Unaudited)

1. Summary of significant accounting policies

Ritchie Bros. Auctioneers Incorporated and its subsidiaries (collectively referred to as the “Company”) provide global
asset management and disposition services, offering customers end-to-end solutions for buying and selling used
industrial equipment and other durable assets through its live unreserved auctions and online reserved and unreserved
marketplaces, listing services, and private brokerage services. Ritchie Bros. Auctioneers Incorporated is a company
incorporated in Canada under the Canada Business Corporations Act, whose shares are publicly traded on the Toronto
Stock Exchange (“TSX”) and the New York Stock Exchange (“NYSE”).

(a) Basis of preparation

These unaudited condensed consolidated interim financial statements have been prepared in accordance with United
States generally accepted accounting principles (“US GAAP”). They include the accounts of Ritchie Bros. Auctioneers
Incorporated and its subsidiaries from their respective dates of formation or acquisition. All significant intercompany
balances and transactions have been eliminated.

Certain information and footnote disclosure required by US GAAP for complete annual financial statements have

been omitted and, therefore, these unaudited condensed consolidated interim financial statements should be read in
conjunction with the Company’s audited consolidated financial statements for the year ended December 31, 2017,
included in the Company’s Annual Report on Form 10-K, filed with the Securities and Exchange Commission (“SEC”).
In the opinion of management, these unaudited condensed consolidated interim financial statements reflect all
adjustments, consisting of normal recurring adjustments, which are necessary to present fairly, in all material respects,
the Company’s consolidated financial position, results of operations, cash flows and changes in equity for the interim
periods presented. The preparation of financial statements in conformity with US GAAP requires management to

make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes.
Actual results could differ from those estimates.

(b) Revenue recognition

14
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Effective January 1, 2018, the Company adopted ASU 2014-09, Revenue from Contracts with Customers (Topic 606)
using the full retrospective method, which included restating prior years for comparative amounts. This new
accounting policy resulted in a change in the financial statement presentation only on the income statement, as
described in Note 1(i) New and amended accounting standards in this Quarterly Report on Form 10-Q.

Revenues are comprised of:

-Service revenues, including the following:
Revenue from auction and marketplace (“A&M”) activities, including commissions earned at our live auctions, online

i.marketplaces, and private brokerage services where we act as an agent for consignors of equipment and other assets,
and various auction-related fees, including listing and buyer transaction fees; and

i Other services revenues, including revenues from listing services, refurbishment, logistical services, financing,
appraisal fees and other ancillary service fees; and

-Revenue from inventory sales as part of A&M activities

The Company recognizes revenue when control of the promised goods or services is transferred to our customers, or
upon completion of the performance obligation, in an amount that reflects the consideration we expect to be entitled to
in exchange for those goods or services. A performance obligation is a promise in a contract to transfer a distinct good
or service to the customer. A contract’s transaction price is allocated to each distinct performance obligation and
recognized as revenue when, or as, the performance obligation is satisfied. For live event-based auctions or online
auctions, revenue is recognized when the auction sale is complete and the Company has determined that the sale
proceeds are collectible. Revenue is measured at the fair value of the consideration received or receivable and is
shown net of value-added tax and duties.

Ritchie Bros. 6
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Notes to the Condensed Consolidated Financial Statements
(Tabular amounts expressed in thousands of United States dollars, except where noted)

(Unaudited)

1. Summary of significant accounting policies (continued)

(b) Revenue recognition (continued)

Service revenues

Commissions from sales at the Company’s auctions represent the percentage earned by the Company on the gross
proceeds from equipment and other assets sold at auction. The majority of the Company’s commissions are earned as a
pre-negotiated fixed rate of the gross selling price. Other commissions from sales at the Company’s auctions are earned
from underwritten commission contracts, when the Company guarantees a certain level of proceeds to a consignor.

The Company accepts equipment and other assets on consignment stimulating buyer interest through professional
marketing techniques, and matches sellers (also known as consignors) to buyers through the auction or private sale
process. Prior to offering an item for sale on its online marketplaces, the Company also performs inspections.

Following the sale of the item, the Company invoices the buyer for the purchase price of the asset, taxes, and, if
applicable, the buyer transaction fee, collects payment from the buyer, and remits the proceeds to the seller, net of the
seller commissions, applicable taxes, and applicable fees. Commissions are calculated as a percentage of the hammer
price of the property sold at auction. Fees are also charged to sellers for listing and inspecting equipment. Other
revenues earned in the process of conducting the Company’s auctions include administrative, documentation, and
advertising fees.

On the fall of the auctioneer’s hammer, the highest bidder becomes legally obligated to pay the full purchase price,
which is the hammer price of the property purchased and the seller is legally obligated to relinquish the property in
exchange for the hammer price less any seller’s commissions. Commission and fee revenues are recognized on the date
of the auction sale upon the fall of the auctioneer’s hammer.

16
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Under the standard terms and conditions of its auction sales, the Company is not obligated to pay a consignor for
property that has not been paid for by the buyer, provided the property has not been released to the buyer. If the buyer
defaults on its payment obligation, also referred to as a collapsed sale, the sale is cancelled in the period in which the
determination is made, and the property is returned to the consignor or placed in a later event-based or online auction.
Historically cancelled sales have not been material.

Online marketplace commission revenue is reduced by a provision for disputes, which is an estimate of disputed items
that are expected to be settled at a cost to the Company, related to settlements of discrepancies under the Company’s
equipment condition certification program. The equipment condition certification refers to a written inspection report
provided to potential buyers that reflects the condition of a specific piece of equipment offered for sale, and includes
ratings, comments, and photographs of the equipment following inspection by one of the Company’s equipment
inspectors. The equipment condition certification provides that a buyer may file a written dispute claim during an
eligible dispute period for consideration and resolution at the sole determination of the Company if the purchased
equipment is not substantially in the condition represented in the inspection report. Typically disputes under the
equipment condition certification program are settled with minor repairs or additional services, such as washing or
detailing the item; the estimated costs of such items or services are included in the provision for disputes.

Commission revenues are recorded net of commissions owed to third parties, which are principally the result of
situations when the commission is shared with a consignor or with the counterparty in an auction guarantee risk and
reward sharing arrangement. Additionally, in certain situations, commissions are shared with third parties who
introduce the Company to consignors who sell property at auction.

Ritchie Bros. 7
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Notes to the Condensed Consolidated Financial Statements
(Tabular amounts expressed in thousands of United States dollars, except where noted)

(Unaudited)

1. Summary of significant accounting policies (continued)

(b) Revenue recognition (continued)

Service revenues (continued)

Underwritten commission contracts can take the form of guarantee contracts. Guarantee contracts typically include a
pre-negotiated percentage of the guaranteed gross proceeds plus a percentage of proceeds in excess of the guaranteed
amount. If actual auction proceeds are less than the guaranteed amount, commission is reduced; if proceeds are
sufficiently lower, the Company can incur a loss on the sale. Losses, if any, resulting from guarantee contracts are
recorded in the period in which the relevant auction is completed. If a loss relating to a guarantee contract held at the
period end to be sold after the period end is known or is probable and estimable at the financial statement reporting
date, the loss is accrued in the financial statements for that period. The Company’s exposure from these guarantee
contracts fluctuates over time.

Other services revenue also includes fees for refurbishment, logistical services, financing, appraisal fees and other
ancillary service fees. Fees are recognized in the period in which the service is provided to the customer.

Revenue on inventory sales

Underwritten commission contracts can take the form of inventory contracts. Revenues related to inventory contracts
are recognized in the period in which the sale is completed, title to the property passes to the purchaser and the
Company has fulfilled any other obligations that may be relevant to the transaction. In its role as auctioneer, the
Company auctions its inventory to equipment buyers through the auction process. Following the sale of the item, the
Company invoices the buyer for the purchase price of the asset, taxes, and, if applicable, the buyer transaction fee, and
collects payment from the buyer.

18
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On the fall of the auctioneer’s hammer, the highest bidder becomes legally obligated to pay the full purchase price,
which is the hammer price of the property purchased. Title to the property is transferred in exchange for the hammer
price, and if applicable, the buyer transaction fee plus applicable taxes.

(c) Cost of services

Costs of services are comprised of expenses incurred in direct relation to conducting auctions (“direct expenses”),
earning online marketplace revenues, and earning other fee revenues. Direct expenses include direct labour, buildings
and facilities charges, and travel, advertising and promotion costs.

Costs of services incurred to earn online marketplace revenues in addition to the costs listed above also include
inspection costs. Inspections are generally performed at the seller’s physical location. The cost of inspections includes
payroll costs and related benefits for the Company’s employees that perform and manage field inspection services, the
related inspection report preparation and quality assurance costs, fees paid to contractors who perform field
inspections, related travel and incidental costs for the Company’s inspection service organization, and office and
occupancy costs for its inspection services personnel. Costs of earning online marketplace revenues also include costs
for the Company’s customer support, online marketplace operations, logistics, title and lien investigation functions,
and lease and operations costs related to the Company’s third-party data centers at which its websites are hosted.

Costs of services incurred in earning other fee revenues include ancillary and logistical service expenses, direct labour
(including commissions on sales), software maintenance fees, and materials. Costs of services exclude depreciation
and amortization expenses.

(d) Cost of inventory sold

Cost of inventory sold includes the purchase price of assets sold for the Company’s own account and is determined
using a specific identification basis.

Ritchie Bros. 8
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Notes to the Condensed Consolidated Financial Statements
(Tabular amounts expressed in thousands of United States dollars, except where noted)

(Unaudited)

1. Summary of significant accounting policies (continued)

(e) Share-based payments

The Company classifies a share-based payment award as an equity or liability payment based on the substantive terms
of the award and any related arrangement.

Equity-classified share-based payments

Share unit plans

The Company has a senior executive performance share unit (“PSU”) plan and an employee PSU plan that provides for
the award of PSUs to certain senior executives and employees, respectively, of the Company. The Company has the
option to settle certain share unit awards in cash or shares and expects to settle them in shares. The cost of PSUs
granted is measured at the fair value of the underlying PSUs at the grant date using a Monte-Carlo simulation model.
PSUs vest based on the passage of time and achievement of performance criteria.

The Company also has a senior executive restricted share unit (“RSU”’) plan and an employee RSU plan that provides
for the award of RSUs to certain senior executives and employees, respectively, of the Company. The Company has
the option to settle certain share unit awards in cash or shares and expects to settle all grants on and after 2017 in
shares. The cost of RSUs granted is measured using the volume weighted average price of the Company’s common
shares for the twenty days prior to the grant date. RSUs vest based on the passage of time and include restrictions
related to employment.

20
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This fair value of awards expected to vest under these plans is expensed over the respective remaining service period
of the individual awards, on an accelerated recognition basis, with the corresponding increase to APIC recorded in
equity. At the end of each reporting period, the Company revises its estimate of the number of equity instruments
expected to vest. The impact of the revision of the original estimates, if any, is recognized in earnings, such that the
consolidated expense reflects the revised estimate, with a corresponding adjustment to equity. Dividend equivalents
on the equity-classified PSUs and RSUs are recognized as a reduction to retained earnings over the service period.

In previous quarters, the RSUs and PSUs awarded under the senior executive and employee PSU plans were intended
to be settled in cash in the event of death of the participant. At its August 2018 meeting, the Board of Directors
resolved that, with respect to each of the RSU and PSU plans, there will be no preference or default in favour of cash
settlement and, pursuant to the discretion granted under each plan, the Compensation Committee of the Board will
determine whether to settle the awards in cash or in shares in the event of death of the participant. The Company
intends to settle in shares. Prior to such resolution, the contingently redeemable portion representing the amount that
would be redeemable based on the conditions at the date of grant, to the extent attributable to prior service, was
recognized as temporary equity. As a result of the resolution, that portion has been reclassified to additional paid in
capital during the quarter.

Stock option plans

The Company has three stock option compensation plans that provide for the award of stock options to selected
employees, directors and officers of the Company. The cost of options granted is measured at the fair value of the
underlying option at the grant date using the Black-Scholes option pricing model. The fair value of options expected
to vest under these plans is expensed over the respective remaining service period of the individual awards, on an
accelerated recognition basis, with the corresponding increase to APIC recorded in equity. Upon exercise, any
consideration paid on exercise of the stock options and amounts fully amortized in APIC are credited to the common
shares.

Ritchie Bros. 9
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Notes to the Condensed Consolidated Financial Statements
(Tabular amounts expressed in thousands of United States dollars, except where noted)

(Unaudited)

1. Summary of significant accounting policies (continued)

(e) Share-based payments (continued)

Liability-classified share-based payments

The Company maintains other share unit compensation plans that vest over a period of up to three years after grant.
Under those plans, the Company is either required or expects to settle vested awards on a cash basis or by providing
cash to acquire shares on the open market on the employee’s behalf, where the settlement amount is determined using
the volume weighted average price of the Company’s common shares for the twenty days prior to the vesting date or,
in the case of deferred share unit (“DSU”) recipients, following cessation of service on the Board of Directors.

These awards are classified as liability awards, measured at fair value at the date of grant and re-measured at fair value
at each reporting date up to and including the settlement date. The determination of the fair value of the share units
under these plans is described in note 18. The fair value of the awards is expensed over the respective vesting period
of the individual awards with recognition of a corresponding liability. Changes in fair value after vesting are
recognized through compensation expense. Compensation expense reflects estimates of the number of instruments
expected to vest.

The impact of forfeitures and fair value revisions, if any, are recognized in earnings such that the cuamulative expense
reflects the revisions, with a corresponding adjustment to the settlement liability. Liability-classified share unit
liabilities due within 12 months of the reporting date are presented in trade and other payables while settlements due
beyond 12 months of the reporting date are presented in non-current liabilities.

(f) Inventories
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Inventory consists of equipment and other assets purchased for resale in an upcoming live on site auction or online
marketplace event. The Company purchases inventory for resale through a competitive process where the consignor or
vendor has determined this to be the preferred method of disposition through the auction process. In addition, certain
jurisdictions require auctioneers to hold title to assets and facilitate title transfer on sale. Inventory is valued at the
lower of cost and net realizable value where net realizable value represents the expected sale price upon disposition
less make-ready costs and the costs of disposal and transportation. The significant elements of cost include the
acquisition price of the inventory and make-ready costs to prepare the inventory for sale that are not selling expenses
and in-bound transportation costs. Write-downs to the carrying value of inventory are recorded in cost of inventory
sold on the consolidated income statement.

(g) Impairment of long-lived and indefinite-lived assets

Long-lived assets, comprised of property, plant and equipment and intangible assets subject to amortization, are
assessed for impairment whenever events or circumstances indicate that their carrying value may not be recoverable.
For the purpose of impairment testing, long-lived assets are grouped and tested for recoverability at the lowest level
that generates independent cash flows. An impairment loss is recognized when the carrying value of the assets or asset
groups is greater than the future projected undiscounted cash flows. The impairment loss is calculated as the excess of
the carrying value over the fair value of the asset or asset group. Fair value is based on valuation techniques or
third-party appraisals. Significant estimates and judgments are applied in determining these cash flows and fair values.

Ritchie Bros. 10
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