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Cautionary Note Regarding Forward-Looking Statements

The information discussed in this Annual Report on Form 10-K of Ritchie Bros. Auctioneers Incorporated (“Ritchie
Bros.”, the “Company”, “we” or “us”) includes “forward-looking statements” within the meaning of Section 27A of the

’

Securities Act of 1933 (the “Securities Act”) and Section 21E of the Securities Exchange Act of 1934 (the “Exchange
Act”) and Canadian securities laws. These statements are based on our current expectations and estimates about our
business and markets, and include, among others, statements relating to:

our future strategy, objectives, targets, projections, and performance;
our ability to drive shareholder value;
market opportunities;

our internet initiatives and the level of participation in our auctions by internet bidders, and the success of
EquipmentOne and our other online marketplaces;

our ability to grow our core auction business, including our ability to increase our market share among traditional
-customer groups, including those in the used equipment market, and do more business with new customer groups in
new markets;

the impact of our new initiatives, services, investments, and acquisitions on us and our customers;
potential future acquisitions;

our ability to add new business and information solutions, including, among others, our ability to maximize and
integrate technology to enhance our auction services and support additional value-added services;

the effect of Original Equipment Manufacturer production on our Gross Auction Proceeds (“GAP!)

the supply trend of equipment in the market and the anticipated price environment for late model equipment, as well
as the resulting effect on our business and GAP;

the growth potential of Ritchie Bros. Financial Services (“RBFS”), as well as expectations towards and significance of
its service offerings and geographical expansion in the near future;
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- fluctuations in our quarterly revenues and operating performance resulting from the seasonality of our business;

-our ability to grow our sales force, minimize turnover, and improve Sales Force Productivity (as described below);

our ability to implement new performance measurement metrics to gauge our effectiveness and progress;

the relative percentage of GAP represented by straight commission or underwritten (guarantee and inventory)
contracts, and its impact on revenues and profitability;

our Revenue Rates (as described below), the sustainability of those rates, the impact of our commission rate and fee
changes, and the seasonality of GAP and revenues;

our future capital expenditures and returns on those expenditures;

the proportion of our revenues, operating expenses, and operating income denominated in currencies other than the
-United States (“U.S.”) dollar or the effect of any currency exchange and interest rate fluctuations on our results of
operations;

financing available to us, our ability to refinance borrowings, and the sufficiency of our working capital to meet our
financial needs; and

our ability to satisfy our present operating requirements and fund future growth through existing working capital and
credit facilities.

GAP represents the total proceeds from all items sold at our auctions and online marketplaces. It is a measure of
1 operational performance and not a measure of financial performance, liquidity, or revenue. It is not presented in our
consolidated financial statements.

Ritchie Bros. 1
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LT3 LT3

Forward-looking statements are typically identified by such words as “anticipate”, “believe”, “could”, “continue”, “estimate”,
“expect”, “intend”, “may”, “ongoing”, “plan”, “potential”, “predict”, “will”, “should”, “would”, “could”, “likely”, “generally”,
period”, “long-term”, or the negative of these terms, and similar expressions intended to identify forward-looking

statements. Our forward-looking statements are not guarantees of future performance and involve risks, uncertainties

and assumptions that are difficult to predict.

While we have not described all potential risks related to our business and owning our common stock, the important
factors listed under “Risk Factors” below are among those that we consider may affect our performance materially or
could cause our actual financial and operational results to differ significantly from our expectations. Except as
required by applicable securities law and regulations of relevant securities exchanges, we do not intend to update
publicly any forward-looking statements, even if our expectations have been affected by new information, future
events or other developments. You should consider our forward-looking statements in light of the factors listed or
referenced under “Risk Factors” herein and other relevant factors.

PART 1

ITEM 1: BUSINESS

Company Overview

We are the world leader for the exchange of used equipment, completing over $4.2 billion of equipment transactions
during 2015. Our expertise, global reach, market insight and trusted brand provide us with a unique and leading
position in the used equipment market. We primarily sell equipment for our customers through unreserved auctions at
44 auction sites worldwide. In addition, during 2013 we commercially launched EquipmentOne, an online used
equipment marketplace to reach a broader customer base. These two complementary exchange solutions provide
different value propositions to equipment owners and allow us to meet the needs and preferences of a wide spectrum
of equipment sellers.

We focus on the sale of heavy machinery. Through our unreserved auctions and online marketplaces, we sell a broad
range of used and unused industrial assets, including equipment, trucks and other assets used in the construction,
transportation, agricultural, material handling, mining, forestry, energy and marine industries. The majority of the
assets sold through our sales channels would be classified as construction machinery. We operate in over 15 countries
worldwide. Our world headquarters are located near Vancouver, Canada.
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Our GAP represents the total proceeds from all items sold at our auctions and online marketplaces. Our GAP was $4.2
billion for the year ended December 31, 2015, representing a 1% increase from 2014.

Ritchie Bros. Auctioneers Incorporated was amalgamated on December 12, 1997 under, and is governed by, the
Canada Business Corporation Act. Our articles were amended on May 2, 2000 to permit our directors to set the
number of directors on our Board of Directors (our “Board”) by resolution of the Board, subject to the limits set out in
our articles, and to permit our directors to appoint one or more additional directors to our Board between shareholder
meetings, provided that the total number of directors appointed does not exceed 173 of the number of directors elected
at the previous annual general meeting. Our articles were further amended on April 19, 2004 to subdivide each our
common shares outstanding on May 4, 2004 into two common shares. On April 11, 2008 the shareholders approved a
further amendment to our articles to subdivide each of our common shares outstanding on April 24, 2008 into three
common shares.

Our corporate headquarters are located at 9500 Glenlyon Parkway, Burnaby, British Columbia, Canada V5J 0C6, and
our telephone number is (778) 331-5500. We maintain a website at www.rbauction.com. None of the information on
our website is incorporated into this Annual Report on Form 10-K by this or any other reference.

Ritchie Bros. 2



Edgar Filing: RITCHIE BROS AUCTIONEERS INC - Form 10-K

Multi-channel sales solutions and complementary services

We offer a variety of sales solutions and complementary services that position us as the global leader in used
equipment sales.

Our multi-channel sales solutions allow sellers to choose the method of sale based on their needed degree of control.
Our vision is to position appropriate solutions at each point of the seller journey, which is illustrated as follows, and
connect them with quality buyers from a global marketplace:

Ritchie Bros. 3
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Further, we believe that our services complement each other and allow us to provide our customers with a variety of
options that are synergistically ‘Better Together’.

Ritchie Bros. Auctioneers — our core unreserved auction business

Ritchie Bros. Auctioneers is the world’s largest industrial auctioneer, and our core business is providing unreserved
auction services to equipment buyers and sellers. Our adherence to the unreserved auction process is one of our
founding principles and we believe one of our most significant competitive advantages. All Ritchie Bros. auctions are
unreserved, meaning that there are no minimum bids or reserve prices on any item sold at our auctions. Each item is
sold to the highest bidder, regardless of price. This process, combined with our global market reach, ensures that each
item sold at our auctions is sold for global market value. In addition, consignors, or their agents, are not allowed to bid
on or buy back or in any way influence the selling price of their own equipment. This policy provides a transparent
environment for our auction bidders.

Our bidders participate in our auctions in person, by proxy, or through real-time online bidding. Online participation
in our auctions has increased steadily since that option was introduced in 2002. Most online bidders still visit our
auction sites prior to the auction, in order to test and inspect the equipment being sold.

Consignment volumes at our auctions are affected by a number of factors, including regular fleet upgrades and
reconfigurations, financial pressure, retirements, and inventory reductions, as well as by the timing of the completion
of major construction and other projects. We generally cannot influence the decision of an equipment owner whether
to sell, but once they have made the decision to sell, our sales team’s opportunity is to demonstrate the Ritchie Bros.
Auctioneers value proposition and have the equipment contributed to one of our unreserved auctions.

Ritchie Bros. 4
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Over 60% of our core auction GAP goes to buyers from outside the region of sale. Our ability to consistently draw
significant numbers of local and international bidders from many different markets to our auctions, most of whom are
end users rather than resellers, is appealing to sellers of used equipment and trucks and helps us to attract
consignments to our auctions. Higher consignment volumes attract more bidders, which in turn attract more
consignments, and so on in a self-reinforcing process that has helped us to achieve a history of significant growth and
momentum in our business which is reflected in our core auction GAP growth.

EquipmentOne — our online used equipment marketplace

Ritchie Bros. commercially launched EquipmentOne (an Online Negotiation Engine) in 2013 to reach the segment of
the used equipment transaction market that prefers to retain control over the sales process, while potentially taking on
more effort. Through EquipmentOne (www.equipmentone.com), equipment sellers are able to list their equipment on
the online marketplace, receive and accept offers, and complete and settle their sale.

EquipmentOne is a secure online marketplace that equipment sellers can navigate independently, while still leveraging
Ritchie Bros.’ trusted brand and transaction processing. EquipmentOne facilitates the completion of sales through a
settlement process that protects both the seller and the buyer. Once a sale is agreed upon, buyers are instructed to pay
the purchase price of the sale to Ritchie Bros. to hold in escrow. When the funds are received, the seller is informed
that they can release the sold equipment to the purchaser. When the purchaser provides approval to Ritchie Bros. that
the equipment is as advertised, we then release the net sales proceeds to the seller.

We still consider EquipmentOne to be in a start-up phase, and as such, we do not anticipate that this online
marketplace will contribute materially to our overall operations for several years. However, we believe that there is a
substantial growth opportunity for this business line, and so we continue to invest in EquipmentOne. In February
2016, we expanded our EquipmentOne offering from the United States into Canada.

Private treaty services

In 2015, we commercially launched our private treaty service, wherein we act as a private sales agent leveraging our
global customer base and extensive heavy industry knowledge to conduct negotiated sales of specialized and
high-value equipment items between buyers and sellers. Under this service offering, the seller sets the price and the
completion timeline. To earn our commission from rendering private treaty services, we manage the entire sales
process in accordance with the seller’s terms, including marketing the equipment to a global audience and settling the
sale. With over 50 years of experience, we have the connections and expertise to identify and target the most qualified
buyers from around the world for sellers’ assets.

Financial services

12
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In 2011, we launched RBFS, one of our subsidiaries that offers our buyers affordable, flexible equipment financing.
RBFS brokers with select lenders to provide buyers with the best rates and low monthly payments. We feel that as a
result of this financing service, we are able to increase the number of buyers at our auctions, and in turn, attract a
greater number of consignors as well.

Technology services

In November 2015, we acquired a controlling interest in Xcira LLC (“Xcira”), a Florida-based company specializing in
the provision of software and technology solutions to auction companies in order to allow those companies to conduct
live, online bidding. By acquiring Xcira, we are able to invest in further custom projects to cater to the unique needs

of our customers in order to build on our strong online bidding customer experience and further differentiate Ritchie
Bros. from other industrial auction companies. Over the past 14 years, we have worked closely with Xcira to
customize Xcira’s solution to meet our needs. While we are the exclusive industrial auctioneer customer of Xcira,
Xcira offers its solutions to many other auction companies including those in the luxury items, art, and auto markets.

Ritchie Bros. 5
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History and Development of Our Business

Our company was founded in 1958 in the small town of Kelowna, British Columbia, Canada. We held our first major
industrial auction in 1963, selling over $600,000 worth of construction equipment in Radium, British Columbia.
While our early auction sales were held primarily in Western Canada, Ritchie Bros. expanded eastward in Canada
through the 1960s.

By 1970, we had established operations in the United States and held our first American sale in Beaverton, Oregon.
Throughout the 1970s and 1980s, we held auctions in additional locations across Canada and an increasing number of
American states. In 1987, we held our first European auctions in Liverpool, United Kingdom and Rotterdam, The
Netherlands. Our first Australian auction was held in 1990, and this was followed by expansion into Asia, with
subsequent sales in Japan, the Philippines, Hong Kong, Thailand and Singapore. We held our first Mexican auction in
1995 and our first Middle Eastern auction in Dubai, United Arab Emirates, in 1997.

Although we expect that most of our growth in the near future will come from expanding our business and increasing
our penetration in regions where we already have a presence, such as the United States and Western Europe, we
believe that emerging markets such as China offer significant potential for growth in the long-term.

In 1994, we introduced our prototype auction facility, opening new permanent auction sites in Fort Worth, Texas and
Olympia, Washington that represented significant improvements over the facilities being used at the time by other
industrial equipment auctioneers. We have since constructed similar facilities in various locations in Canada, the
United States, Mexico, Europe, Australia, Asia and the Middle East. We have 44 auction sites at the date of this
Annual Report on Form 10-K.

In March 1998, we completed an initial public offering of our common shares. Our common shares trade on the
New York Stock Exchange (“NYSE”) and the Toronto Stock Exchange (“TSX”) under the ticker symbol “RBA”.

On May 15, 2012, we purchased AssetNation, an online marketplace and solutions provider for surplus and salvage
assets based in the United States. Leveraging AssetNation’s technology and e-commerce expertise in early 2013 we
commercially launched our new online marketplace, EquipmentOne.

On November 4, 2015, we acquired a 75% interest in Xcira, a proven leader in simulcast auction technology that
provides a seamless customer experience for integrated on site and online auctions. Through this acquisition, we
secured Xcira’s bidding technology, which represents a significant and growing portion of all bidding conducted at our
auctions.

14
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On February 19, 2016, we acquired 100% of the equity interests in Mascus International Holding B.V. (“Mascus”) for a
provisional purchase price of 24.0 million Euros ($26.6 million) subject to working capital adjustments under the

terms of the agreement. Mascus is an Amsterdam-based company that operates a global online portal for the sale and
purchase of heavy equipment and vehicles. Additional cash compensation, totaling no more than 3.4 million Euros
($3.8 million), may be provided to Mascus’ former shareholders, contingent upon certain operating performance

targets being achieved over the next three years.

The Used Equipment Market Opportunity
Ritchie Bros. is the well-established world leader for used equipment sales. Our market position, in itself, is a
competitive advantage. As we sell more used equipment than anyone else, we attract the largest audience of interested

used equipment buyers. This in turn attracts more equipment sellers. This cycle continues to bolster our growth, which
is demonstrated by our long history of expansion.

Ritchie Bros. 6
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We recently updated our estimate of the annual global used equipment market, through a review of the construction,
transportation and agricultural used equipment markets. Based on this review, we believe the global used equipment
market is valued at approximately $360 billion. The market is highly fragmented, and we believe we are the largest
player in the unreserved auction market space. We compete with other sellers of used equipment on the basis of
breadth, brand reputation, security, and global reach of our services, as well as in the variety of contracts and methods
and channels of selling equipment.

The volume of used equipment transactions is affected by the ongoing production of new equipment and trucks, the
demand for equipment, the rate of equipment utilization and the motivations of equipment owners to realign and
replace their fleets. Our goal is to capture a greater proportion of the transactions through our multi-channel strategy.
Our businesses generate revenue based on a percent of the selling price of goods sold through our sales channels. As
such, influences on used equipment pricing can affect corporate performance. Factors such as regional or global
economic and construction activity, the supply of good quality used equipment, availability of low-cost financing and
changes to regional regulations can affect the demand for, and therefore price of, equipment sold through our auctions
and our online marketplace.

Competitive Advantages

Our key strengths provide distinct competitive advantages and have enabled us to achieve significant and profitable
growth over the long term. Our GAP has grown at a compound annual growth rate of 9.0% over the last 25 years, as
illustrated below.

Reputation for conducting unreserved auctions

We believe that our widely known commitment to fair dealing and the unreserved auction process is a key contributor
to our growth and success. All of our auctions are unreserved, meaning that there are no minimum bids or reserve
prices; each and every item is sold to the highest bidder on the day of the auction regardless of the price. Consignors
are prohibited by contract from bidding on their own consigned items at the auction or in any way artificially affecting
the auction results. Bidders at our auctions have confidence that if they are the highest bidder on an item, then they are
the buyer of that item, regardless of price. We believe that Ritchie Bros.” reputation for conducting only unreserved
auctions is a major reason why bidders are willing to commit the necessary time and effort to participate in our
auctions, and we believe that the size and breadth of the resulting bidding audiences enables us generally to achieve
higher prices than our competitors.

Ritchie Bros. 7
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Ability to transcend local market conditions

We market each auction to a global customer base of potential bidders, through the use of digital media, print media
and the internet. Because bidders are willing to travel between regions and countries to attend our auctions, and are
able to participate over the internet if they are unable or choose not to attend in person, consignors have confidence
that they will receive the world market price for their equipment. In recent periods, an average of approximately 60%
of the value of equipment sold at any particular auction has left the region of the sale.

International scope

We have substantial expertise in marketing, assembling and conducting auctions in international markets. We have
conducted auctions in more than 20 countries and we regularly hold auctions in North America, Central America,
Europe, Australia, Asia and the Middle East.

Extensive network of auction sites

Our international network of auction sites is attractive to consignors of trucks and equipment with widely dispersed
fleets and also to manufacturers wanting to access multiple regional markets. We believe that our network of auction
sites has allowed us to achieve economies of scale by holding more frequent and larger auctions at our existing
facilities, thereby taking advantage of our considerable operating capacity without incurring significant incremental
costs. In addition, many of our auction sites are equipped with state-of-the-art painting and refurbishing facilities
which, together with purpose-built auction theatres and equipment display yards, allow us to deliver a uniquely high
level of service to our customers. Our secure yards enable our bidders to inspect, test and compare assets available for
sale at our auctions, and give them confidence that the assets on which they are bidding exist and will be in the same
condition when they pick them up as they were when they purchased them. Our consignors take comfort knowing
their assets are under our care, custody and control, and that we are looking after all details in connection with the
auction, including load-out by buyers.

Proprietary databases

We maintain sophisticated databases containing information on several million pieces of equipment sold around the
world, detailed information regarding new equipment prices and listings of stolen equipment. Together with our
unique and comprehensive information about the flow of equipment coming to market, these databases help us to
identify market trends and estimate equipment values.

We also maintain a proprietary customer information database containing detailed information on users of our online
bidding service, including each customer’s auction attendance, trade association memberships, buying habits and other
information. This database enables us to identify customers who might be interested in the equipment being sold at
any particular auction.

17
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Internet services
Online bidding at live auctions

We believe that our extensive internet presence and the tools available on our website are valuable to buyers and
sellers of equipment and represent a distinct competitive advantage for Ritchie Bros. Our online bidding service,
provided by Xcira, has enhanced our ability to transcend local market conditions and offer international scope to
equipment buyers and sellers at our auctions. It has also increased the number of bidders participating in our auctions,
which we believe has led to higher selling prices.

Through the use of Xcira’s online bidding technology, we launched our internet bidding service in 2002. In 2015 we
sold over $1.8 billion of equipment to users of this service. In 2015, customers bidding in our live industrial auctions
over the internet accounted for over 60% of total industrial auction registrations. Our internet bidding service gives
our auction customers the choice of how they want to do business with us and access to both live and online auction
participation. The average number of registered bidders, both online and on-site, participating in our industrial
auctions has increased 103% to 2,192 registered bidders in 2015 from 1,080 bidders in 2001, prior to the
implementation our internet bidding service. In November 2015 we secured our online bidding technology by
acquiring a controlling interest in Xcira.

Ritchie Bros. 8
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Online sales through a secure and trusted marketplace

In 2013, we launched our online equipment marketplace, EquipmentOne (www.equipmentone.com), which provides
equipment sellers with control over the selling price and the sales process. EquipmentOne appeals to equipment sellers
who want to manage the process, decide if and when to sell, and negotiate a selling price. This optionality appeals to
companies and equipment owners who would prefer to sell only under certain conditions. During the fourth quarter of
2015, average monthly users of our EquipmentOne websites totaled 108,579, an 11% increase compared to 98,187 in
the fourth quarter of 2014.

Search engine optimization

In 2010 we launched our new 21-language Ritchie Bros. website, with enhanced features such as high quality
zoomable photos, watch lists and other valuable features. The website (www.rbauction.com) now enables customers to
interact with us more easily, as well as search for and purchase the equipment they need, and we believe it is a
powerful tool for attracting new non-English speaking customers. As at December 31, 2015, the average monthly
users of our Ritchie Bros. website totaled 934,290, a 14% increase compared to 822,718 on December 31, 2014,
which itself was a 31% increase compared to 626,815 on December 31, 2013.

In 2011 we launched our detailed equipment information program, in which we provide free of charge on our website
to all customers much more detailed information and photos about the equipment to be sold at our auctions. We
believe this program is allowing customers to shop with greater ease and bid with more confidence, and has made our
auctions more appealing to a broader range of equipment owners.

Size and financial resources

In addition to being the world’s largest auctioneer of industrial equipment, we believe that we sell more used trucks
and equipment than any other company, including non-auction companies such as manufacturers, dealers and brokers,
making us the largest participant in this highly fragmented market. In addition to our strong market position, we have

the financial resources to offer our consignors flexible contract options such as guarantee and inventory contracts, as
well as to expand into new industries and geographies.

Our size and financial resources also enable us to invest in new technologies and services, including but not limited to
the following:

-EquipmentOne — online sales marketplace services
-RBFS - financing services
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-Private treaty — broker services
-Ritchie Bros. Logistics — full-service shipping and logistics solutions

-Xcira — online auction bidding technology services

Dedicated and experienced workforce
Our sales and support team is a key part of our customer service effort. We had 1,522 full-time employees at
December 31, 2015, including 342 Revenue Producers? and 31 Trainee Territory Managers, which are sales personnel

enrolled in our comprehensive training program to enhance their sales skills and develop them into high-producing
Territory Managers.

Revenue Producers is a term used to describe our revenue producing sales personnel. This definition is comprised of
Regional Sales Managers and Territory Managers.

Ritchie Bros. 9
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These competitive advantages have enabled us to hold successful auctions that are appealing to both buyers and
consignors, as evidenced by the growth in the number of buyers and consignors participating in our auctions, set out in
the graph below, and the resulting growth in our GAP.

We believe that this momentum, together with our reputation, size and financial resources, gives our customers
confidence in our auction services, which should contribute to our growth over the long term.

Strategy

Over the past several years our strategy has continued to evolve. During 2014 we updated our strategy to outline the
following objectives, strategic pillars and key enablers:

There are three main drivers to our strategy and roadmap to generate shareholder value:

Ritchie Bros. 10
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GROW Revenue and Earnings

We are committed to pursuing growth initiatives that will further enhance our sector reach, drive geographic depth,
meet a broader set of customer needs, and add scale to our operations. EquipmentOne is a key part of a full-service
offering to provide our customers with a menu of options that cater to their needs at different points of their asset
disposition journey. This “Better Together” strategy of offering EquipmentOne alongside our core auction services is a
key step in developing a truly multi-channel offering to our market. In addition, we will focus on accelerating our
strategic accounts growth and improving the overall performance and use of our underwritten commission contracts.

DRIVE Efficiencies and Effectiveness

We plan to take advantage of opportunities to improve the overall effectiveness of our organization by enhancing sales
productivity, modernizing and integrating our legacy IT systems and optimizing business processes. We are also
implementing formal performance measurement metrics (such as a Performance Scorecard) to gauge our
effectiveness and progress, and will better align our executive compensation plans with our new strategy and key
targets. We are also better aligning our organizational structure to help us more effectively meet the needs of our
customers in each of our regions. We believe this will enhance the agility of our organization, and our decision
making processes, to better serve our customers.

OPTIMIZE our Balance Sheet

Our business model provides us with the ability to generate strong cash flows. Cash flow represents our ability to
convert revenue into cash, and provides a meaningful indication of the strength inherent in our business. We will
focus not only on profit growth but also cash flow growth, reviewing each site in order to improve returns on a

location-by-location basis within our core auction segment. The majority of our sites meet these return expectations
and some are significantly exceeding them.

A more detailed outline of our strategy is as follows:

Ritchie Bros. 11
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In the above table, “Op FCF” is an acronym for Operating Free Cash Flow

Our more immediate focuses in the coming years will be on the following drivers of growth and strategic
opportunities:

Segmented Information

Segmented information is disclosed in the consolidated financial statements and the notes thereto included in “Item 8.
Financial Statements and Supplementary Data” presented elsewhere in this Annual Report on Form 10-K.

Operations

In 2015, approximately 85% of our GAP was attributable to auctions held at our permanent auction sites and regional
auction sites, compared to 86% in 2014 and 2013. Please see further discussion below under “Item 2. Properties —
international network of auction sites” for a discussion of our properties.

In 2015 and 2014, 12% of our GAP came from “off-site” auctions, compared to 11% in 2013. Off-site auctions are
typically held on rented or consignor-owned land. The decision as to whether to hold a particular auction at one of our
sites instead of at an off-site location is influenced by the nature, amount and location of the equipment to be sold. The
majority of our agricultural auctions are held at off-site locations, usually on the consignor’s farm.

The remainder of our GAP was primarily attributable to the Gross Transaction Value (“GTV”) of all items sold through
EquipmentOne. GTV represents total proceeds from all items sold at our online marketplaces, as well as a buyers’
premium component applicable only to our online marketplace transactions.

Our GAP and associated revenues are affected by the seasonal nature of our business. Our GAP and revenues tend to
increase during the second and fourth calendar quarters, during which time we generally conduct more business than
in the first and third calendar quarters. We believe that revenues are best understood by considering their relationship
to GAP. We use Revenue Rate, which is calculated by dividing revenues by GAP, to determine the amount of GAP
changes that flow through to our revenues.
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Some of the key elements of our auction process include:

Operating Free Cash Flow is a non-GAAP measure that is reconciled to the most directly comparable GAAP
3measures in our consolidated financial statements under “Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in this Annual Report on Form 10-K.

Ritchie Bros. 12
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Attracting bidders

We believe our proprietary customer database, which contains over 584,500 customer names from approximately 195
countries, significantly enhances our ability to market our auctions effectively. We typically send tens of thousands of
print and digital direct marketing materials to strategically selected customers from our database as part of our
comprehensive auction marketing service. We also conduct targeted regional and industry-specific advertising and
marketing campaigns and use social media to generate awareness. In addition, we present information about the
majority of the consigned equipment at upcoming auctions on our website so that potential bidders can review
equipment descriptions and view photographs of many of the items to be sold. We had over 507,200 bidder
registrations at our industrial auctions in 2015 compared to approximately 463,500 in 2014 and 424,700 in 2013.

Attracting equipment

We solicit equipment consignments ranging from single pieces of equipment consigned by local owner-operators to
large equipment fleets offered by multi-national consortiums upon the completion of major construction projects.

For larger consignments, our service typically begins with an equipment appraisal that gives the prospective consignor
a credible estimate of the value of the appraised equipment. We believe that consignors choosing to sell their
equipment at auctions choose Ritchie Bros. over other auctioneers, because they believe that selling at a Ritchie Bros.
global auction is the best way to maximize the net proceeds on the sale of their assets.

Our willingness to take consignment of a customer’s full equipment fleet, including ancillary assets such as
inventories, parts, tools, attachments and construction materials, rather than only accepting selected items, is another
valuable service that we offer to consignors that sets us apart from most of our competitors.

Attractive contract options

We offer consignors several contract options to meet their individual needs and sale objectives. These can include a
straight commission contract, where the consignor receives the gross proceeds from the sale less a pre-negotiated
commission rate, as well as alternate arrangements including guarantee contracts (where the consignor receives a
guaranteed minimum amount plus an additional amount if proceeds exceed a specified level) or inventory contracts
(where we purchase the equipment temporarily for resale). We refer to guarantee and inventory contracts as
underwritten commission contracts, which accounted for approximately 29% of our GAP in 2015, compared to 31%
in 2014 and 28% in 2013.

In order to assist customers with their equipment transactions and to build our business and position ourselves in the
marketplace, in a minority of cases, we will strategically present proposals to customers that include underwritten
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commission contracts. In making the decision to strategically use an underwritten proposal, we consider a multitude of
factors, including, the size and the mix of the equipment in the proposal, the condition of the equipment, the timing of
the contract in relation to a particular auction and its impact on attracting additional consignments, the competitive
environment, our ability to build our market share and the relationship with the customer. We have a rigorous
approach to appraising and evaluating the items included in a potential underwritten deal and have a well-developed,
strict internal approval process for entering into underwritten commission contracts.

Further, the choice by equipment owners between straight commission, guarantee, or inventory contracts, if presented
by us, depends on the owner’s risk tolerance and sale objectives. We work with our customers to provide them with the
contract option that best suits their needs at that point in time. As a result, the mix of contracts in a particular quarter

or year fluctuates and is not necessarily indicative of the mix in future periods. The composition of our auction
commissions and our Revenue Rate are affected by the mix and performance of contracts entered into with consignors
in the particular period and fluctuates from period to period.

Value-added services

We provide a wide array of services to make the auction process convenient for buyers and sellers of equipment.
Examples of these services include:

Ritchie Bros. 13
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conducting title searches, where registries are commercially available, to ensure equipment is sold free and clear of
-all liens and encumbrances (if we are not able to deliver clear title, we provide a full refund up to the purchase price
to the buyer);

making equipment available for inspection, testing and comparison by prospective buyers;

displaying high-quality, zoomable photographs of equipment on our website;

providing free detailed equipment information on our website for most equipment;

providing financing services through RBFS, as well as insurance and powertrain warranty products;

providing access at our auctions to transportation companies, customs brokerages and other service providers, and
online through our partner, uShip, and Ritchie Bros. Logistics;

providing facilities for on-site cleaning, painting, and refurbishment of equipment; and

handling all pre-auction marketing, as well as collection and disbursement of proceeds.

Online bidding and equipment marketplace purchase metrics

We continue to see an increase in the use and popularity of both our online bidding system and our online equipment
marketplace. During 2015, we attracted record annual online bidder registrations and sold approximately $1.9 billion
of equipment, trucks and other assets to online auction bidders and EquipmentOne customers. This represents an 8%
increase over the $1.8 billion of assets sold online in 2014, and an annual online sales record. In 2014, we sold 18%
more assets to online bidders and EquipmentOne customers than the $1.5 billion sold in 2013.

Productivity

To support our revenue-producing sales personnel, we follow a dual marketing strategy, promoting Ritchie Bros. and
the unreserved auction process in general, as well as marketing specific auctions and listings in our EquipmentOne
marketplace. This dual strategy is designed to attract both consignors and bidders to our sales solutions. Our
advertising and promotional efforts include the use of trade journals and magazines and attendance at numerous trade
shows held around the world. We also participate in international, national and local trade associations. Digital
marketing, social media and our Ritchie Bros. website are other important components of our marketing effort.
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In addition to regional marketing through our sales representatives, we market through our national accounts team to
large multi-national customers, including rental companies, manufacturers and finance companies, who have
equipment disposition requirements in various regions and countries and can therefore benefit from our international
network of auction sites.

Competition

The global used industrial equipment market, including the auction segment of that market, is highly fragmented. We
compete for potential purchasers and sellers of industrial equipment with other auction companies and with
non-auction competitors such as equipment manufacturers, distributors and dealers, equipment rental companies, and
other online marketplaces. When sourcing equipment to sell at our auctions or through EquipmentOne, we compete
with other auction companies, dealers and brokers, and equipment owners who have traditionally disposed of
equipment through private sales.

Governmental regulations and environmental laws

Our operations are subject to a variety of federal, provincial, state and local laws, rules and regulations throughout the
world relating to, among other things, the auction business, imports and exports of equipment, worker health and
safety, privacy of customer information and the use, storage, discharge and disposal of environmentally sensitive
materials. In addition, our development or expansion of auction sites depends upon the receipt of required licenses,
permits and other governmental authorizations, and we are subject to various local zoning requirements with regard to
the location of our auction sites, which vary among jurisdictions.

Ritchie Bros. 14
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Under some of the laws regulating the use, storage, discharge and disposal of environmentally sensitive materials, an
owner or lessee of, or other person involved in, real estate may be liable for the costs of removal or remediation of
certain hazardous or toxic substances located on or in, or emanating from, such property, as well as related costs of
investigation and property damage. These laws often impose liability without regard to whether the owner or lessee or
other person knew of, or was responsible for, the presence of such hazardous or toxic substances.

We typically obtain Phase I environmental assessment reports prepared by independent environmental consultants in
connection with our site acquisitions and leases. A Phase I environmental assessment consists of a site visit, historical
record review, interviews and reports, with the purpose of identifying potential environmental conditions associated
with the subject property. There can be no assurance, however, that acquired or leased sites have been operated in
compliance with environmental laws and regulations or that future uses or conditions will not result in the imposition
of environmental liability upon us or expose us to third-party actions such as tort suits. Although we have insurance to
protect us from such liability, there can also be no assurance that it will cover any or all potential losses.

There are restrictions in the United States and Europe that may affect the ability of equipment owners to transport
certain equipment between specified jurisdictions. One example of these restrictions is environmental certification
requirements in the United States, which prevent non-certified equipment from being entered into commerce in the
United States. In addition, engine emission standards in some jurisdictions limit the operation of certain trucks and
equipment in those markets. We expect these emission standards to be implemented in additional jurisdictions or to be
strengthened in existing jurisdictions in the future.

We are committed to contributing to the protection of the natural environment by preventing and reducing adverse
impacts of our operations. As part of our commitment, we aim to:

empower our employees to identify and address environmental issues;

consider environmental impacts as part of all business decisions;

conduct business in compliance with applicable regulations and legislation, and where appropriate, adopt the
most stringent standards as our global benchmark;

use resources wisely and efficiently to minimize our environmental impact;

communicate transparently with our stakeholders about environmental matters;
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conduct ongoing assessments to ensure compliance and good stewardship; and

hold management accountable for providing leadership on environmental matters, achieving targets, and providing
education to employees.

We believe that by following these principles, we will be able to achieve our objective to be in compliance with
applicable environmental laws and make a positive contribution to the protection of the natural environment.

Our operational and marketing activities are subject to various types of regulations, including laws relating to the
protection of personal information, consumer protection and competition. For example, the Canadian Anti-Spam Law
(“CASL”) came into force on July 1, 2014. CASL prohibits the transmission of commercial electronic messages to an
email address without consent and it also requires certain formalities to be complied with, including the ability to
unsubscribe easily from subsequent messages.

We believe that we are in compliance in all material respects with all laws, rules, regulations and requirements that
affect our business, and that compliance with such laws, rules, regulations and requirements does not impose a
material impediment on our ability to conduct our business.
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30



Edgar Filing: RITCHIE BROS AUCTIONEERS INC - Form 10-K

Available Information

The information contained on or accessible through our website is not part of this Annual Report on Form 10-K. We
file required reports on Form 10-K, Form 10-Q, Form 8-K, proxy materials and other filings required under the
Exchange Act. The public may read and copy any materials we file with the SEC at the SEC’s Public Reference Room
at 100 F Street, NE, Washington DC 20549. The public may obtain information on the operation of the Public
Reference Room by calling the SEC at (800) SEC-0330. The SEC maintains an Internet site (www.sec.gov) that
contains reports, proxy and information statements, and other information regarding issuers that file electronically
with the SEC.

We maintain a website at www.rbauction.com and copies of our reports on Form 10-K, Form 10-Q and Form 8-K,
proxy materials and other filings required under the Exchange Act, are available on our website, free of charge, as
soon as reasonably practicable after we electronically file such reports with, or furnish those reports to, the SEC.

We maintain a Code of Business Conduct and Ethics for our directors, officers and employees (‘“Code of Conduct”). A
copy of our Code of Conduct may be found on our website in the Corporate Governance section.

Additional information related to Ritchie Bros. is also available on SEDAR at www.sedar.com.

ITEM 1A: RISK FACTORS

An investment in our common stock involves a high degree of risk. In addition to the other information included in
this Annual Report on Form 10-K, you should carefully consider each of the risks described below before purchasing
our common shares. The risk factors set forth below are not the only risks that may affect our business. Our business
could also be affected by additional risks not currently known to us or that we currently deem to be immaterial. If any
of the following risks actually occur, our business, financial condition and results of operations could materially
suffer. As a result, the trading price of our common shares could decline, and you may lose all or part of your
investment. Information in this section may be considered “forward-looking statements.” See “Cautionary Note
Regarding Forward-Looking Statements” for a discussion of certain qualifications regarding such statements.

Damage to our reputation for fairness, transparency and integrity could harm our business.
One of our founding principles is that our auctions are fair and transparent and we believe this is one of our most

significant competitive advantages. Closely related to this is our reputation for fairness and honesty in our dealings
with our customers.
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Our ability to continue to develop our brand strength, attract new customers and continue to do business with existing
customers could be harmed if our reputation for fairness, transparency and integrity was damaged. If we are unable to
maintain our reputation we could lose business and our results of operations and financial condition would suffer.

Competition in our core markets could result in reductions in our future revenues and profitability.

The used truck and equipment sectors of the global industrial equipment market, and the auction segment of those
markets, are highly fragmented. We compete directly for potential purchasers of industrial equipment with other
auction companies. Our indirect competitors include equipment manufacturers, other third party methods which utilize
an intermediary, and equipment rental companies. When sourcing equipment to sell at our auctions, we compete with
other auction companies, other third party methods, and equipment owners that have traditionally disposed of
equipment in private sales.

Our direct competitors are primarily regional auction companies. Some of our indirect competitors have significantly
greater financial and marketing resources and name recognition than we do. New competitors with greater financial
and other resources may enter the industrial equipment auction market in the future. Additionally, existing or future
competitors may succeed in entering and establishing successful operations in new geographic markets prior to our
entry into those markets. They may also compete against us through internet-based services.
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If existing or future competitors seek to gain or retain market share by reducing commission rates, or our strategy to
compete against them is not effective, we may also be required to reduce commission rates, which may reduce our
revenues and harm our results of operations and financial condition, or we may lose market share. We currently
generate the vast majority of our revenues through unreserved auctions. We may be susceptible to loss of business as a
result of our restrictive service offering if competing models become more appealing to customers. If our selling
model becomes undesirable or we are not successful in adding services complementary to our existing selling model
and business, we may not be successful increasing market penetration over the long-term, which could prevent us
from achieving our long-term earnings growth targets.

Decreases in the supply of, demand for, or market values of industrial assets, primarily used industrial
equipment, could harm our business.

Our revenues could decrease if there was significant erosion in the supply of, demand for, or market values of used
industrial equipment, which could adversely affect our financial condition and results of operations. We have no
control over any of the factors that affect the supply of, and demand for, used industrial equipment, and the
circumstances that cause market values for industrial equipment to fluctuate — including, among other things, economic
uncertainty, disruptions to credit and financial markets, lower commodity prices, and our customers’ restricted access
to capital — are beyond our control. Recent economic conditions have caused fluctuations in the supply, mix and market
values of used equipment available for sale, which has a direct impact on our revenues.

In addition, price competition and the availability of industrial equipment directly affect the supply of, demand for,
and market value of used industrial equipment. Climate change initiatives, including significant changes to engine
emission standards applicable to industrial equipment, may also adversely affect the supply of, demand for or market
values of industrial equipment.

We may incur losses as a result of our guarantee and inventory contracts and advances to consignors.
Straight commission contracts are our most common type of auction contract and are used by us when we act as agent

for consignors and earn a pre-negotiated, fixed commission rate on the gross sales price of the consigned equipment at
auction.

In recent years, approximately 60-80% of our annual business has been conducted on a straight commission basis. In
certain other situations we will either offer to:

guarantee a minimum level of sale proceeds to the consignor, regardless of the ultimate selling price of the
consignment at the auction; or
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purchase the equipment outright from the consignor for sale in a particular
auction.

The level of guaranteed proceeds or inventory purchase price is based on appraisals performed on equipment by our
internal personnel. Inaccurate appraisals could result in guarantees or inventory values that exceed the realizable
auction proceeds. In addition, a change in market values could also result in guarantee or inventory values exceeding
the realizable auction proceeds. If auction proceeds are less than the guaranteed amount, our commission will be
reduced and, in certain circumstances, we could incur a loss. If auction proceeds are less than the purchase price we
paid for equipment that we take into inventory temporarily, we will incur a loss. Because all of our auctions are
unreserved, there is no way for us to protect against these types of losses by bidding on or acquiring any of the items
at the auction. In addition, we do not hold inventory indefinitely waiting for market conditions to improve. If our
exposure to underwritten commission contracts increases, this risk would be compounded.

Occasionally we advance to consignors a portion of the estimated auction proceeds prior to the auction. We generally
make these advances only after taking possession of the assets to be auctioned and upon receipt of a security interest
in the assets to secure the obligation. If we were unable to auction the assets or if auction proceeds were less than
amounts advanced, we could incur a loss.
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We may have difficulties developing and managing our growth.

One of the main elements of our strategy is to grow our core auction business, primarily by increasing our presence in
geographic regions in which we already operate and by expanding into new geographic regions and market segments
in which we have not had a significant presence in the past. As part of this strategy, we may from time to time acquire
additional assets or businesses from third parties. We may not be successful in growing our business or in managing
this growth.

For us to grow our business successfully, we need to accomplish a number of objectives, including:

recruiting and retaining suitable sales and managerial personnel;

developing and enhancing an appropriate sales strategy;

identifying and developing new geographic regions and market sectors;

expanding awareness of our brand, including value proposition and competitive advantages, in existing and new
geographic regions;

identifying and potentially acquiring businesses that might be appropriate acquisition targets;

obtaining necessary financing on terms favourable to us, and securing the availability of our credit facilities to fund
our growth initiatives;

receiving necessary authorizations and approvals from governments for proposed development or expansion;

integrating successfully new facilities and any acquired businesses into our existing operations;

achieving acceptance of the auction process in general by potential consignors, bidders and buyers;

establishing and maintaining favourable relationships with and meeting the needs of consignors, bidders and buyers
-in new geographic regions and market sectors, and maintaining these relationships in geographic regions in which we
currently operate;
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capturing relevant market data and utilizing it to generate insight and understanding of key company and industry
drivers and market trends;

developing appropriate responses based on data collected to meet the needs of existing and potential
customers to achieve customer retention targets;

succeeding against local and regional competitors in existing and new geographic regions;

capitalizing on changes in the supply of and demand for industrial assets, and understanding and responding to
changing market dynamics, in our existing and new geographic regions and used equipment sectors; and

- designing and implementing business processes and operating systems that are able to support profitable growth.

We will likely need to hire additional employees to manage our growth. In addition, our growth may increase the
geographic scope of our operations and increase demands on both our operating and financial systems. These factors
will increase our operating complexity and the level of responsibility of existing and new management personnel. It
may be difficult for us to attract and retain qualified sales personnel, managers and employees, and our existing
operating and financial systems and controls may not be adequate to support our growth. We may not be able to
improve our systems and controls as a result of increased costs, technological challenges, or lack of qualified
employees. Our past results and growth may not be indicative of our future prospects or our ability to expand into new
geographic regions or used equipment sectors, many of which may have different competitive conditions and
demographic characteristics than our existing geographic regions and used equipment sectors.

We are investing in an ecommerce marketplace, EquipmentOne, with no guarantee of long-term returns.

In 2012 we acquired an ecommerce marketplace through the acquisition of AssetNation LLC and its subsidiaries. We
utilized the expertise and technology of AssetNation to develop Ritchie Bros. EquipmentOne, a new marketplace that
involves technology and ecommerce. Success in this marketplace depends on our ability to attract, retain and engage
buyers and sellers of used equipment; the volume of transactions; the volume and price of equipment listed; customer
service; and brand recognition.
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Because this is a new business it may take us longer than expected to realize the anticipated benefits, and those
benefits may ultimately be less than anticipated or may not be realized at all, which could adversely affect our
business and operating results.

We are pursuing a long-term growth strategy that requires upfront investment, with no guarantee of long-term
returns.

In our business, we continue to pursue a long-term growth strategy that contemplates investments, including (i)
investments in frontier regions that may not generate profitable growth in the near term, (ii) adding new business and
information solutions, and (iii) developing our people. Planning for future growth requires investments to be made
now in anticipation of growth that may not materialize, and if our strategies do not successfully address the needs of
current and potential customers we may not be successful in maintaining or growing our GAP and our earnings may
be adversely impacted. A large component of our selling, general and administrative expenses is considered fixed
costs that we will incur regardless of any GAP growth. There can be no assurances that our GAP and revenues will be
maintained or grow at a more rapid rate than our fixed costs. If we proceed with an acquisition we may not be able to
appropriately integrate that business into our existing business.

Our internet-related initiatives may not contribute to improved operating results over the long-term and we
may not be able to compete with technologies implemented by our competitors.

We have invested significant resources in the development of our internet platform, including our online bidding
service and website. We use and rely on intellectual property owned by Xcira for use in providing our online bidding
service. We may not be able to continue to adapt our business to new technologies, including but not limited to
internet commerce and we may not be able to compete effectively against internet auction services offered by our
competitors. The internet and the online marketplace are rapidly changing. If our competitors introduce new services
embodying new technologies or if new industry standards and practices emerge, our existing website and systems may
become obsolete. Our future success will depend in part on our ability to enhance our existing services, develop new
services and technologies and respond to technological advances and emerging industry standards and practices on a
cost-effective and timely basis. Accordingly, our internet technologies may not result in any material long-term
improvement in our results of operations or financial condition and may require further significant investment to avoid
obsolescence.

Our business is subject to risks relating to our ability to safeguard our information systems, including the
security and privacy of our customers’ confidential information.

We have invested significant resources in the development of our internet platform, including our online bidding
service. In addition, we rely on information technology to manage our business, including maintaining proprietary
databases containing sensitive and confidential information about our customers, suppliers, counterparties and
employees (which may include personally identifiable information and credit information). An increasing number of
websites have disclosed breaches of their security, some of which have involved sophisticated and highly targeted
attacks on portions of their websites or infrastructure. Because the techniques used to obtain unauthorized access,
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disable or degrade service, or sabotage systems, change frequently, we may not be able to anticipate these techniques
or to implement adequate preventative measures. Unauthorized parties may also attempt to gain access to our systems
or facilities through various means, including hacking into our systems or facilities, fraud, trickery or other means of
deceiving our employees or contractors. A party that is able to circumvent our security measures could misappropriate
our or our customers’ confidential information, cause interruption to our operations, damage our computing
infrastructure or otherwise damage our reputation. Although we maintain information security measures, there can be
no assurance that we will be immune from these security risks, and any breach of our information security may have a
material adverse impact on our business and results of operations.

Under credit card payment rules and our contracts with credit card processors, if there is a breach of payment card
information that we store, we could be liable to the payment card issuing banks for their cost of issuing new cards and
related expenses. We may also be held liable for certain fraudulent credit card transactions and other payment disputes
with customers. If we were unable to accept payment cards, our results of operations would be materially and
adversely affected.
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Security breaches could damage our reputation, cause a loss of confidence in the security of our services and expose
us to a risk of loss or litigation and possible liability for damages. We may be required to make significant
expenditures to protect against security breaches or to alleviate problems caused by any breaches. These issues are
likely to become more costly as we expand. Our insurance policies may not be adequate to reimburse us for losses
caused by security breaches, and we may not be able to fully collect, if at all, under these insurance policies.

The availability and performance of our technology infrastructure, including our website, is critical to our
business.

The satisfactory performance, reliability and availability of our website, enterprise resource planning system,
processing systems and network infrastructure are important to our reputation and our business. Our systems may
experience service interruptions or degradation because of hardware or software defects or malfunctions, computer
denial of service, human error and natural events beyond our control. Some of our systems are not fully redundant,
and our recovery planning may not be sufficient for all possible disruptions.

Further, we will need to continue to expand and upgrade our technology, transaction processing systems and network
infrastructure both to meet increased usage of our online bidding service and other services offered on our website and
to implement new features and functions. Our business and results of operations could be harmed if we were unable to
expand and upgrade in a timely manner our systems and infrastructure to accommodate any increases in the use of our
internet services, or if we were to lose access to or the functionality of our internet systems for any reason, especially
if such loss of service prevented Internet bidders from effectively participating in an unreserved auction. Frequent,
persistent or ill-timed interruptions to our internet services could cause current or potential customers to believe that
our systems are unreliable, which could lead to the loss of customers and harm our reputation.

We use both internally developed and licensed systems for transaction processing and accounting, including billings
and collections processing. We continually upgrade and improve these systems to accommodate growth in our
business. If we are unsuccessful in continuing to upgrade our technology, transaction processing systems or network
infrastructure to accommodate increased transaction volumes, it could harm our operations and interfere with our
ability to expand our business.

Our future expenses may increase significantly and our operations and ability to expand may be limited as a
result of environmental and other regulations.

A variety of federal, provincial, state and local laws, rules and regulations throughout the world, including local tax
and accounting rules, apply to our business. These relate to, among other things, the auction business, imports and
exports of equipment, property ownership laws, licensing, worker safety, privacy of customer information, land use
and the use, storage, discharge and disposal of environmentally sensitive materials. Complying with revisions to laws,
rules and regulations could result in an increase in expenses and a deterioration of our financial performance. Failure
to comply with applicable laws, rules and regulations could result in substantial liability to us, suspension or cessation
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of some or all of our operations, restrictions on our ability to expand at present locations or into new locations,
requirements for the acquisition of additional equipment or other significant expenses or restrictions.

The development or expansion of auction sites depends upon receipt of required licenses, permits and other
governmental authorizations. Our inability to obtain these required items could harm our business. Additionally,

changes or concessions required by regulatory authorities could result in significant delays in, or prevent completion

of, such development or expansion.

Under some environmental laws, an owner or lessee of, or other person involved in, real estate may be liable for the
costs of removal or remediation of hazardous or toxic substances located on or in, or emanating from, the real estate
and related costs of investigation and property damage. These laws often impose liability without regard to whether
the owner, lessee or other person knew of, or was responsible for, the presence of the hazardous or toxic substances.
Environmental contamination may exist at our owned or leased auction sites, or at other sites on which we may
conduct auctions, or properties that we may be selling by auction, from prior activities at these locations or from
neighbouring properties.
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In addition, auction sites that we acquire or lease in the future may be contaminated, and future use of or conditions on
any of our properties or sites could result in contamination. The costs related to claims arising from environmental
contamination of any of these properties could harm our financial condition and results of operations.

There are restrictions in North America and Europe may affect the ability of equipment owners to transport certain
equipment between specified jurisdictions or the saleability of older equipment. One example of these restrictions is
environmental certification requirements in the United States, which prevent non-certified equipment from entering
into commerce in the United States. In addition, engine emission standards in some jurisdictions limit the operation of
certain trucks and equipment in those markets. We expect these emissions standards to be implemented in additional
jurisdictions in the future.

These restrictions, or changes to environmental laws, including laws in response to climate change, could inhibit
materially the ability of customers to ship equipment to or from our auction sites, reducing our GAP and harming our
business, financial condition and results of operations.

International bidders and consignors could be deterred from participating in our auctions if governmental bodies
impose additional export or import regulations or additional duties, taxes or other charges on exports or imports.
Reduced participation by international bidders and consignors could reduce GAP and harm our business, financial
condition and results of operations.

Our substantial international operations expose us to foreign exchange rate fluctuations that could harm our
results of operations.

We conduct business in many countries around the world and intend to continue to expand our presence in
international markets, including emerging markets. Fluctuating currency exchange rates may negatively affect our
business in international markets and our related results of operations.

Although we report our financial results in U.S. dollars, a significant portion of our revenues are generated at auctions
held outside the United States, primarily in currencies other than the U.S. dollar. In particular, a significant portion of
our revenues are earned in the Canadian dollar and the Euro. Because we generate a significant portion of our
revenues outside the United States but report our financial results in U.S. dollars, our financial results are impacted by
fluctuations in foreign currency exchange rates. We do not currently engage in foreign currency hedging
arrangements, and, consequently, foreign currency fluctuations may adversely affect our results of operations.
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The results of operations of our foreign subsidiaries are translated from local currency into U.S. dollars for financial
reporting purposes. If the U.S. dollar weakens against foreign currencies, the translation of these foreign currency
denominated revenues or expenses will result in increased U.S. dollar denominated revenues and expenses. Similarly,
if the U.S. dollar strengthens against foreign currencies, particularly the Canadian dollar and the Euro, our translation
of foreign currency denominated revenues or expenses will result in lower U.S. dollar denominated revenues and
expenses. For the year ended December 31, 2015, foreign currency movements relative to the U.S. dollar negatively
impacted revenues by approximately $40.5 million.

In addition, currency exchange rate fluctuations between the different countries in which we conduct our operations
impact the purchasing power of buyers, the motivation of consignors, asset values and asset flows between various
countries, including those in which we do not have operations. These factors and other global economic conditions
may harm our business and our results of operations.

Our business is subject to the risks of operating in foreign jurisdictions.

We operate in a large number of international jurisdictions. There are risks inherent in doing business internationally,
including, but not limited to:

trade barriers, trade regulations, currency controls, import or export regulations, and other restrictions on doing

“business freely;
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local labor, environmental, tax, and other laws and regulations, and uncertainty or adverse changes in such laws and
‘regulations or the interpretations thereof;

-difficulties in staffing and managing foreign operations;

-economic, political, social or labor instability or unrest, or changes in conditions;

-terrorism, war, hostage-taking, or military repression;

-corruption;

-expropriation and nationalization;

-high rates of inflation; and

-uncertainty as to litigation in foreign jurisdictions and enforcement of local laws.

If we violate the complex foreign and U.S. laws and regulations that apply to our international operations, we may
face fines, criminal actions or sanctions, prohibitions on the conduct of our business and damage to our reputation.
These risks inherent in our international operations increase our costs of doing business internationally and may result
in a material adverse effect on our operations or profitability.

Our business is subject to the U.S. Foreign Corrupt Practices Act and similar worldwide anti-bribery laws, a
breach or violation of which could lead to civil and criminal fines and penalties, loss of licenses or permits and
reputational harm.

We operate in certain jurisdictions that have experienced governmental and private sector corruption to some degree.
The U.S. Foreign Corrupt Practices Act and anti-bribery laws in other jurisdictions generally prohibit companies and
their intermediaries from making improper payments for the purpose of obtaining or retaining business or other
commercial advantage. Our Code of Business Conduct and Ethics and other corporate policies mandate compliance
with these anti-bribery laws, which often carry substantial penalties. There can be no assurance that our internal
control policies and procedures will protect us from recklessness, fraudulent behavior, dishonesty or other
inappropriate acts committed by the our affiliates, employees or agents. As such, our corporate policies and processes
may not prevent all potential breaches of law or other governance practices. Violations of these laws, or allegations of
such violations, could lead to civil and criminal fines and penalties, litigation, and loss of operating licenses or
permits, and may damage our reputation, which could have a material adverse effect on our business, financial
position and results of operations.

Income and commodity tax amounts, including tax expense, may be materially different than expected.

Our global operations are subject to tax interpretations, regulations, and legislation in the numerous jurisdictions in
which we operate, all of which are subject to continual change.

We accrue and pay income taxes and have significant income tax assets, liabilities, and expense that are estimates
based primarily on the application of those interpretations, regulations and legislation and the amount of timing of
future taxable income. Accordingly, we cannot be certain that our estimates and reserves are sufficient. The timing
concerning the monetization of deferred income tax amounts is uncertain, as they are dependent on our future earnings
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and other events. Our deferred income tax amounts are valued based upon substantively enacted income tax rates in
effect at the time, which can be changed by governments in the future.

The audit and review activities of tax authorities affect the ultimate determination of the actual amounts of commodity
taxes payable or receivable, income taxes payable or receivable, deferred income tax assets and liabilities, and income
tax expense.

There is no assurance that taxes will be payable as anticipated or that the amount or timing of receipt or use of the
tax-related assets will be as currently expected. Our experience indicates that taxation authorities are increasing the
frequency and depth of audits and reviews and, while our approach to accounting for tax positions has generally been
deemed appropriate through recent audits by taxation authorities, future tax authority determinations could have a
material impact to our financial position.

Ritchie Bros. 22

44



Edgar Filing: RITCHIE BROS AUCTIONEERS INC - Form 10-K

Our business could be harmed if we lost the services of one or more key personnel.

The growth and performance of our business depends to a significant extent on the efforts and abilities of our
executive officers and senior managers. On May 20, 2015 we appointed our new President, U.S. and Latin America,
and on July 6, 2015 we appointed our new CFO. With all key personnel transitions there is risk.

Our business could be harmed if we lost the services of any of these individuals. We do not maintain key person
insurance on the lives of any of our executive officers. As a result, we would have no way to cover the financial loss if
we were to lose the services of members of our senior management team.

Our future success largely depends on our ability to attract, develop and retain skilled employees in all areas of our
business, as well as to design an appropriate organization structure and plan effectively for succession. Although we
actively manage our human resource risks, there can be no assurance that we will be successful in our efforts. If we
fail to attract, develop and retain skilled employees in all areas of our business, our financial condition and results of
operations may be adversely affected and we may not achieve our growth or performance objectives.

We are regularly subject to general litigation and other claims, which could have an adverse effect on our
business and results of operations.

We are subject to general litigation and other claims that arise in the ordinary course of our business. The outcome and
impact of such litigation cannot be predicted with certainty, but regardless of the outcome, these proceedings can have
an adverse impact on us because of legal costs, diversion of management resources and other factors. While the results
of these claims have not historically had a material effect on our business, financial condition or results of operations,
we may not be able to defend ourselves adequately against these claims in the future, and these proceedings may have
a material adverse impact on our financial condition or results of operations.

Our business continuity plan may not operate effectively in the event of a significant interruption of our
business.

We depend on our information and other systems and processes for the continuity and effective operation of our
business. We have implemented a formal business continuity plan covering most significant aspects of our business
that would take effect in the event of a significant interruption to our business, or the loss of key systems as a result of
a natural or other disaster. Although we have tested our business continuity plan as part of the implementation, there
can be no assurance that it will operate effectively or that our business, results of operations and financial condition
will not be materially affected in the event of a significant interruption of our business.
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We are in the process of implementing a formal disaster recovery plan; however, it is not yet complete, and even when
it is complete, we cannot assure you that the disaster recovery plan will be successful. If we were subject to a disaster
or serious security breach, it could materially damage our business, results of operations and financial condition.

Our insurance may be insufficient to cover losses that may occur as a result of our operations.

We maintain property and general liability insurance. This insurance may not remain available to us at commercially
reasonable rates, and the amount of our coverage may not be adequate to cover all liabilities that we may incur. Our
auctions generally involve the operation of large equipment close to a large number of people, and despite our focus
on safe work practices, an accident could damage our facilities or injure auction attendees. Any major accident could
harm our reputation and our business. In addition, if we were held liable for amounts exceeding the limits of our
insurance coverage or for claims outside the scope of our coverage, the resulting costs could harm our results of
operations and financial condition.

Certain global conditions may affect our ability to conduct successful auctions.

Like most businesses with global operations, we are subject to the risk of certain global conditions, such as pandemics
or other disease outbreaks or natural disasters that could hinder our ability to conduct our scheduled auctions, or
restrict our customers’ travel patterns or their desire to attend auctions. If this situation were to occur, we may not be
able to generate sufficient equipment consignments to sustain our business or to attract enough bidders to our auctions
to achieve world fair market values for the items we sell. This could harm our results of operations and financial
condition.
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Our operating results are subject to quarterly variations.

Historically, our revenues and operating results have fluctuated from quarter to quarter. We expect to continue to
experience these fluctuations as a result of the following factors, among others:

. the size, timing and frequency of our auctions;
the seasonal nature of the auction business in general, with peak activity typically occurring in the second and fourth
"calendar quarters, mainly as a result of the seasonal nature of the construction and natural resources industries;
the performance of our underwritten (guarantee and outright purchase) contracts;
general economic conditions in the geographical regions in which we operate; and
the timing of acquisitions and development of auction facilities and related costs.

In addition, we usually incur substantial costs when entering new geographies and the profitability of operations at
new locations is uncertain as a result of the increased variability in the number and size of auctions at new sites. These
and other factors may cause our future results to fall short of investor expectations or not to compare favourably to our
past results. Further, as our results generally fluctuate from quarter to quarter, period-to-period comparisons of our
results of operations may not be meaningful indicators of future performance.

We may not continue to pay regular cash dividends.

We declared and paid regular cash dividends of $0.14 per common share for the quarters ended December 31, 2014
and March 31, 2015, and declared and paid regular cash dividends of $0.16 per common share for the quarters ended
June 30, 2015 and September 30, 2015. We have declared, but not yet paid, a dividend of $0.16 per common share for
the quarter ended December 31, 2015. Any decision to declare and pay dividends in the future will be made at the
discretion of our Board of Directors, after taking into account our operating results, financial condition, cash
requirements, financing agreement restrictions and other factors our Board may deem relevant. We may be unable or
may elect not to continue to declare and pay dividends, even if necessary financial conditions are met and sufficient
cash is available for distribution. As a result, we cannot assure you that we will continue to pay regular cash
dividends.

New regulation in the areas of consumer privacy and commercial electronic messages may restrict or increase
costs of our marketing efforts.

Our operation and marketing activities are subject to various types of regulations, including laws relating to the
protection of personal information, consumer protection and competition. Much of the personal information that we
collect, especially financial information, is regulated by multiple laws. User data protection laws may be interpreted
and applied inconsistently from country to country, and these laws continue to develop in ways we cannot predict and
that may adversely affect our business. Complying with these varying national requirements could cause us to incur
substantial costs or require us to change our business practices in a manner adverse to our business, and violations of
privacy-related laws can result in significant penalties. A determination that there have been violations of laws relating
to our marketing practices under communications-based laws could expose us to significant damage awards, fines and
other penalties that could, individually or in the aggregate, materially harm our business.
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One example of such a law is CASL, which came into force on July 1, 2014. CASL prohibits the transmission of
commercial electronic messages to an email address without consent and it also requires certain formalities to be
complied with, including the ability to unsubscribe easily from subsequent messages. CASL in its current form may
impose additional costs and processes with respect to communicating with existing and prospective customers and
may limit cross-selling opportunities for affiliated companies, depending on whether the appropriate consents have
been obtained. If we fail to comply with CASL, we may incur administrative penalties and become subject to private

rights of action.
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Our articles, by-laws, shareholder rights plan and Canadian legislation contain provisions that may have the
effect of delaying or preventing a change in control.

Certain provisions of our articles of amalgamation, and by-laws, as well as certain provisions of the Canada Business
Corporations Act (the “CBCA”) and applicable Canadian securities law, could discourage potential acquisition
proposals, delay or prevent a change in control or materially adversely impact the price that certain investors might be
willing to pay for our common shares. Our articles of amalgamation authorize our board of directors to determine the
designations, rights and restrictions to be attached to, and to issue an unlimited number of, junior preferred shares and
senior preferred shares, which are commonly referred to as “blank cheque” preferred shares. The rights of holders of our
common shares may be adversely affected by the rights of the holders of any preferred shares that may be issued in

the future. The issuance of preferred shares could delay, deter or prevent a change in control and could adversely

affect the economic value of the common shares.

Our by-laws contain provisions establishing that shareholders must give advance notice to us in circumstances where
nominations of persons for election to our board of directors are made by our shareholders other than pursuant to
either a requisition of a meeting made in accordance with the provisions of the CBCA or a shareholder proposal made
in accordance with the provisions of the CBCA. Among other things, these advance notice provisions set a deadline
by which shareholders must notify us in writing of an intention to nominate directors for election to the board of
directors prior to any shareholder meeting at which directors are to be elected and set forth the information required in
this notice for it to be valid.

Our board of directors has adopted a shareholder rights plan (the “Rights Plan”), pursuant to which we issued one right
in respect of each common share outstanding. Under the Rights Plan, following a transaction in which any person
becomes an “acquiring person” as defined in the Rights Plan, each right will entitle the holder to receive a number of
common shares provided in the Rights Plan. The purposes of the Rights Plan are (i) to provide our board of directors
time to consider value-enhancing alternatives to a take-over bid and to allow competing bids to emerge; (ii) to ensure
that shareholders are provided equal treatment under a take-over bid; and (iii) to give adequate time for shareholders

to properly assess a take-over bid without undue pressure. The Rights Plan can potentially impose a significant

penalty on any person commencing a take-over bid that would result in the offeror becoming the beneficial owner of
20% or more of our outstanding common shares.

Any of these provisions, as well as certain provisions of the CBCA and applicable Canadian securities law, may
discourage a potential acquirer from proposing or completing a transaction that may have otherwise presented a
premium to our shareholders.

U.S. civil liabilities may not be enforceable against us, our directors, or our officers

We are governed by the CBCA and our principal place of business is in Canada. Many of our directors and officers
reside outside of the U.S., and all or a substantial portion of their assets, as well as a substantial portion of our assets,
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are located outside the U.S. As a result, it may be difficult for investors to effect service of process within the U.S.
upon us and such directors and officers or to enforce judgments obtained against us or such persons, in U.S. courts, in
any action, including actions predicated upon the civil liability provisions of U.S. federal securities laws or any other
laws of the U.S. Additionally, rights predicated solely upon civil liability provisions of U.S. federal securities laws or
any other laws of the U.S. may not be enforceable in original actions, or actions to enforce judgments obtained in U.S.
courts, brought in Canadian courts, including courts in the Province of British Columbia.

We are governed by the corporate laws of Canada which in some cases have a different effect on shareholders
than the corporate laws of Delaware.

We are governed by the CBCA and other relevant laws, which may affect the rights of shareholders differently than
those of a company governed by the laws of a U.S. jurisdiction, and may, together with our charter documents, have
the effect of delaying, deferring or discouraging another party from acquiring control of our company by means of a
tender offer, a proxy contest or otherwise, or may affect the price an acquiring party would be willing to offer in such
an instance.
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The material differences between the CBCA and the Delaware General Corporation Law (“DGCL”), that may have the
greatest such effect include, but are not limited to, the following: (i) for material corporate transactions (such as
mergers and amalgamations, other extraordinary corporate transactions or amendments to our articles) the CBCA
generally requires a two-thirds majority vote by shareholders, whereas DGCL generally only requires a majority vote;
and (ii) under the CBCA a holder of 5% or more of our common shares can requisition a special meeting of
shareholders, whereas such right does not exist under the DGCL.

ITEM 1B: UNRESOLVED STAFF COMMENTS

Not applicable.

ITEM 2: PROPERTIES

We own and lease various properties in Canada, the United States and 11 other countries around the world. We use
the properties as auction sites and executive and administrative offices. Our corporate headquarters are located in
Burnaby, Canada and are held through a lease that expires in May 2030. We also lease administrative offices in Breda,
Netherlands and Chicago, United States. We own an administrative office in Lincoln, United States.

International network of auction sites

We generally attempt to establish our auction sites in industrial areas close to major cities. Although we lease some
auction sites, we have historically preferred to purchase land and construct purpose-built facilities once we have
established a base of business and determined that a region can generate sufficient financial returns to justify the
investment.

We generally do not construct a permanent auction site in a particular region until we have conducted a number of
offsite sales in the area, and often we will operate from a regional auction site for several years before considering a
more permanent investment. This process allows us to establish our business and evaluate the market potential before
we make a significant investment. We will not invest in a permanent auction site unless we believe there is an
opportunity for significant, profitable growth in a particular region. Our average expenditure on a permanent auction
site has been in the range of $20 to $25 million in recent years, including land, improvements and buildings.

We currently have 44 locations in our auction site network. A permanent auction site includes locations that we own
and on which we have constructed an auction theatre and other facilities (e.g. refurbishment), and that we lease with
an original term longer than three years and on which we have built permanent structures with an investment of more
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than $1.5 million. We have 39 permanent auction sites as of the date of this Annual Report on Form 10-K.

A regional auction site is a location that we lease on a term longer than one year, have limited investment in facilities
(i.e. less than $1.5 million) and on which we average more than two auctions per year on a rolling two-year basis and
have at least two full time staff. This category also includes sites located on land that we own with limited investment
in facilities. We have five regional auction sites as of the date of this Annual Report on Form 10-K.
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Our auction site network as of the date of this discussion is as follows:

Permanent auction sites
Canada:

Edmonton, Alberta

Grande Prairie, Alberta

Prince George, British Columbia
Montreal, Quebec

Toronto, Ontario

Saskatoon, Saskatchewan
Regina, Saskatchewan

Halifax, Nova Scotia
Vancouver, British Columbia
United States:

Chehalis, Washington

North East, Maryland

Denver, Colorado

Kansas City, Missouri
Columbus, Ohio

Houston, Texas

Minneapolis, Minnesota
Raleigh-Durham, North Carolina
Fort Worth, Texas

Atlanta, Georgia

Chicago, Illinois

Sacramento, California
Nashville, Tennessee

Las Vegas, Nevada

St Louis, Missouri

Los Angeles, California
Phoenix, Arizona

Salt Lake City, Utah
Albuquerque, New Mexico
Other:

Mexico City (Polotitlan), Mexico
Madrid (Ocafia), Spain
Moerdijk, The Netherlands
Milan (Caorso), Italy

Paris (St. Aubin sur Gaillon), France
Dubai, United Arab Emirates
Brisbane, Australia

Meppen, Germany

Melbourne (Geelong), Australia

Total

267
153
114
91
65
60
47
28
24

204
193
153
140
135
128
122
113
109
94
91
90
81
77
67
65
48
37
15

324
85
62
62
50
44
42
41
40

Number of acres
Developed

175
68
60
68
65
60
17
28
24

131
80
70
40
95
116
70
45
109
62
71
90
70
70
63
63
48
37
13

82
65
62
42
50
44
42
41
40

Developable

92
68
50

30

52
56

207

Year placed

into service Nature

2002
2009
2003
2000
1998
2006
2007
1997
2010

2012
2001
2007
2008
2007
2009
2009
2012
1994
1996
2000
2005
2006
2012
2010
2000
2002
2010
1999

2008
2010
1999
2010
2008
1999
1999
2010
2013

Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned

Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned
Leased
Owned
Owned
Owned
Leased
Own/Lease

Owned
Owned
Owned
Owned
Owned
Leased
Owned
Leased
Owned

Lease
expiry date

31-May-33

1-Mar-17

1-Jul-19

31-Oct-19
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Number of acres Year placed Lease
DevelopedDevelopable into service Nature expiry date
Regional auction sites

Tipton, United States 60 - 2010 Leased 20-Dec-19
Manchester, United States 25 10 2013 Leased 8-Oct-18

Lethbridge, Canada 13 4 2011 Leased 31-Dec-17
Beijing, China 11 3 2013 Leased 30-Nov-18
Donington Park, United Kingdom 11 - 2012 Leased 31-Dec-20

We also own the following developable properties that are not currently under development but are available for
future auction site expansion:

Number Year

of acres acquired
Casa Grande, United States 125 2010
Tulare, United States 99 2011

We believe that our administrative offices and developed auction sites are adequate and suitable for the conduct of our

operations. Further, we believe that our properties that are being developed to expand our existing auction sites are
sufficient to support the growth of our core auction business.

ITEM 3: LEGAL PROCEEDINGS

We have no material legal proceedings pending, other than ordinary routine litigation incidental to the business, and
we do not know of any material proceedings contemplated by governmental authorities.

ITEM 4: MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS,
S: AND ISSUER PURCHASES OF EQUITY SECURITIES

Outstanding Share Data

We are a public company and our common shares are listed under the symbol “RBA” on the NYSE and TSX. On
February 24, 2016, we had 107,215,270 common shares issued and outstanding and stock options outstanding to
purchase a total of 3,229,239 common shares. No preferred shares have been issued or are outstanding. The
outstanding stock options had a weighted average exercise price of $23.42 per share and a weighted average
remaining term of 6.7 years.

Market Information

Our common shares, without par value, are issued in registered form. The transfer agent for the shares is
Computershare Trust Company of Canada, 100 University Avenue, 9th Floor, Toronto, Ontario M5J 2Y1. Our
common shares trade on the NYSE and on the TSX under the symbol “RBA”. On February 24, 2016, there were 438
holders of record of our common shares which do not include the shareholders for whom shares are held in a nominee
or street name.

The following table sets forth the high and low prices of our common shares by quarter for 2015 and 2014:

NYSE TSX (Canadian dollars)

Quarter ended High Low  High Low

December 31, 2015 $27.66 $23.12 $ 36.76 $ 31.79
September 30, 2015 $30.57 $25.36 $ 39.94 $ 33.39
June 30, 2015 $30.85 $24.43 $ 37.87 $ 29.49
March 31, 2015 $27.23 $24.14 $ 33.68 $ 29.70
December 31, 2014 $27.29 $22.33 $ 31.73 $ 24.99
September 30, 2014 $25.33 $21.58 $ 27.03 $ 23.95
June 30, 2014 $25.73 $21.90 $ 28.37 $ 23.48
March 31, 2014 $24.17 $21.92 $ 26.72 $ 23.94

Dividend Policy
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We currently pay a regular quarterly cash dividend of $0.16 per common share. We currently intend to continue to
declare and pay a regular quarterly cash dividend on our common shares; however, any decision to declare and pay
dividends in the future will be made at the discretion of our Board, after taking into account our operating results,
financial condition, cash requirements, financing agreement restrictions and any other factors our Board may deem
relevant. In 2015, we paid total cash dividends of $0.60 per common share, compared to $0.54 per common share in
2014 and $0.505 per common share in 2013.

Because Ritchie Bros. Auctioneers Incorporated is a holding company with no material assets other than the shares of
its subsidiaries, our ability to pay dividends on our common shares depends on the income and cash flow of our
subsidiaries. No financing agreements to which our subsidiaries are party currently restrict those subsidiaries from
paying dividends.

Pursuant to income tax legislation, Canadian resident individuals who receive “eligible dividends” in 2006 and
subsequent years will be entitled to an enhanced gross-up and dividend tax credit on such dividends. All dividends
that we pay are “eligible dividends” unless indicated otherwise.
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Comparison of Cumulative Return

The following graph compares the cumulative return on a $100 investment in our common shares over the last five
fiscal years beginning January 1, 2010 through December 31, 2015, to that of the cumulative return on a $100
investment in the Russell Global Index (“Russell 2000”), the S&P / TSX Composite Index (“S&P/TSX”) and the Dow
Jones Industrial Average Index (“DJIA”) for the same period. In calculating the cumulative return, reinvestment of
dividends, if any, is assumed. The indices are included for comparative purpose only. This graph is not “soliciting
material,” is not deemed filed with the SEC and is not to be incorporated by reference in any of our filings under the
Securities Act or the Exchange Act, whether made before or after the date hereof and irrespective of any general
incorporation language in any such filing.

Year ended December 31,
Company / index 2010 2011 2012 2013 2014 2015
RBA (NYSE) $100.00 $97.68 $92.67 $101.67 $119.00 $107.20
Russell 2000 $100.00 $94.55 $108.38 $148.49 $153.73 $144.95
S&P/TSX $100.00 $88.93 $92.49 $101.33 $108.85 $96.78
DIJIA $100.00 $105.71 $113.38 $143.43 $154.21 $150.77
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Securities Authorized for Issuance under Equity Compensation Plans

The following table is as of December 31, 2015:

Number of
Weighted secur'ltl.es
N g ST
. exercise
be issued . price of ffuture
upon exercise o ding issuance
Plan Category of options, options under equity
warrants warrant’s compensation plans
and and (excluding
rights rights securities
(a) (b) reflected
in column (a))
(©
Equity compensation plans approved by security holders(!) 3,276,078 $ 23.40 1,874,798
Equity compensation plans not approved by security holders - - -
Total 3,276,078 $ 23.40 1,874,798
€] Reflects our stock option plan.

Issuer Purchases of Equity Securities

Share repurchase program

On February 26, 2015, we received approval from the TSX to proceed with a Normal Course Issuer Bid (“NCIB”). In
March 2015, we executed share repurchases at a total cost of $47.5 million. All repurchased shares were cancelled on
March 26, 2015. No further share repurchases were made under this NCIB, or by any other means, during 2015. For
further details of the March 2015 share repurchases, refer to “Item 7. Management’s Discussion and Analysis of
Financial Conditions and Results of Operations” presented elsewhere in this Annual Report on Form 10-K.

We have made an application with the TSX to renew our NCIB upon expiry of our existing NCIB on March 2, 2016.
This renewal will, subject to TSX acceptance, provide us with the ability to continue pursuing share repurchases
(through both the NYSE and the TSX). We intend to continue using our share repurchase program primarily to
neutralize dilution from options. Full details of the new NCIB will be announced upon TSX acceptance.
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Exchange Controls

Canada has no system of exchange controls. There are no Canadian restrictions on the repatriation of capital or
earnings of a Canadian public company to non-resident investors. There are no laws in Canada or exchange
restrictions affecting the remittance of dividends, profits, interest, royalties and other payments to U.S. Resident
Holders (as defined below) of our common shares, except as discussed in “Certain Canadian Federal Income Tax
Considerations for U.S. Residents” below.

There are no limitations under the laws of Canada or in our organizational documents on the right of foreigners to

hold or vote our common shares, except that the Investment Canada Act may require review and approval by the
Minister of Industry (Canada) of certain acquisitions of control of Ritchie Bros. by a “non-Canadian”. “Non-Canadian”
generally means an individual who is not a Canadian citizen, or a corporation, partnership, trust or joint venture that is
ultimately controlled by non-Canadians.
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Certain Canadian Federal Income Tax Considerations for U.S. Residents

The following summarizes certain Canadian federal income tax consequences generally applicable under the Income
Tax Act (Canada) and the regulations enacted thereunder (collectively, the “Canadian Tax Act”) and the Canada-United
States Income Tax Convention (1980) (the “Convention”) to the holding and disposition of common shares.

This comment is restricted to holders of common shares each of whom, at all material times for the purposes of the
Canadian Tax Act and the Convention, (i) is resident solely in the United States, (ii) is entitled to the full benefits of
the Convention, (iii) holds all common shares as capital property, (iii) holds no common shares that are “taxable
Canadian property” (within the meaning of the Canadian Tax Act) of the holder, (iv) deals at arm’s length with and is
not affiliated with Ritchie Bros., (v) does not and is not deemed to use or hold any common shares in a business
carried on in Canada, and (vi) is not an insurer that carries on business in Canada and elsewhere (each such holder, a
“U.S. Resident Holder”).

Certain U.S.-resident entities that are fiscally transparent for United States federal income tax purposes (including
limited liability companies) may not be regarded by the Canada Revenue Agency (“CRA”) as entitled to the benefits of
the Convention. Members of or holders of an interest in such an entity that holds common shares should consult their
own tax advisers regarding the extent, if any, to which the CRA will extend the benefits of the Convention to the

entity in respect of its common shares.

Generally, a U.S. Resident Holder’s common shares will be considered to be capital property of a U.S. Resident Holder
provided that the U.S. Resident Holder acquired the common shares as a long-term investment; is not a trader or

dealer in securities; did not acquire, hold or dispose of the common shares in one or more transactions considered to

be an adventure or concern in the nature of trade (i.e. speculation); and does not hold the common shares as inventory
in the course of carrying on a business.

This summary is based on the current provisions of the Canadian Tax Act and the Convention in effect on the date
hereof, all specific proposals to amend the Canadian Tax Act and Convention publicly announced by or on behalf of
the Minister of Finance (Canada) on or before the date hereof, and the current published administrative and assessing
policies of the CRA. It is assumed that all such amendments will be enacted as currently proposed, and that there will
be no other material change to any applicable law or administrative or assessing practice, whether by judicial,
legislative, governmental or administrative decision or action, although no assurance can be given in these respects.
Except as otherwise expressly provided, this summary does not take into account any provincial, territorial or foreign
tax considerations, which may differ materially from those set out herein.

This summary is of a general nature only and it is not intended to be, nor should it be construed to be, legal or tax
advice to any holder of common shares, and no representation with respect to Canadian federal income tax
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consequences to any holder of common shares is made herein. Accordingly, holders of common shares should consult
their own tax advisers with respect to their individual circumstances.

Disposition of common shares

A U.S. Resident Holder will not be subject to tax under the Canadian Tax Act in respect of any capital gain realized
by such U.S. Resident Holder on a disposition of common shares unless the common shares constitute “taxable
Canadian property” (within the meaning of the Canadian Tax Act) of the U.S. Resident Holder at the time of
disposition and the U.S. Resident Holder is not entitled to relief under the Convention.

Generally, a U.S. Resident Holder’s common shares will not constitute “taxable Canadian property” of the U.S. Resident
Holder at a particular time at which the common shares are listed on a “designated stock exchange” (which currently
includes the TSX and NYSE) unless at any time during the 60-month period immediately preceding a disposition both
of the following conditions are true:

Ritchie Bros. 32

62



Edgar Filing: RITCHIE BROS AUCTIONEERS INC - Form 10-K

the U.S. Resident Holder, any one or more persons with whom the U.S. Resident Holder does not deal at arm’s
length, or any partnership in which the holder or persons with whom the holder did not deal at arm’s length holds a
membership interest directly or indirectly through one or more partnerships, alone or in any combination, owned
25% or more of the issued shares of any class or series of our share capital; and

®

more than 50% of the fair market value of the common shares was derived directly or indirectly from, or from any
combination of, real or immovable property situated in Canada, “Canadian resource properties” (as defined in the

Canadian Tax Act), “timber resource properties” (within the meaning of the Canadian Tax Act), or options in respect
of, interests in or civil law rights in, such properties whether or not such properties exist.

(i)

In certain circumstances, a common share may be deemed to be “taxable Canadian property” for purposes of the
Canadian Tax Act.

Even if the common shares constitute “taxable Canadian property” to a U.S. Resident Holder, under the Convention,
such a U.S. Resident Holder will not be subject to tax under the Canadian Tax Act on any capital gain realized by
such holder on a disposition of such common shares, provided the value of such common shares is not derived
principally from real property situated in Canada (within the meaning of the Convention).

U.S. Resident Holders whose shares may be taxable Canadian property should consult their own tax advisors.

Dividends on common shares

Under the Canadian Tax Act, dividends on shares paid or credited to a non-resident of Canada (or amounts paid or
credited on account, or in lieu of payment of, or in satisfaction of, dividends) will be subject to Canadian withholding
tax at the rate of 25% of the gross amount of the dividends (subject to reduction under the provisions of any applicable
tax treaty). Under the Convention, a U.S. resident that beneficially owns the dividends will generally be subject to
Canadian withholding tax at the rate of 15% of the gross amount of such dividends unless the beneficial owner is a
company which owns at least 10% of the voting shares of Ritchie Bros. at that time, in which case the rate of
Canadian withholding tax is generally reduced to 5%.
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ITEM 6: SELECTED FINANCIAL DATA

The following table sets forth selected consolidated financial data as of and for the years ended December 31, 2011
through December 31, 2015. The consolidated financial statements have been prepared in accordance with U.S.
generally accepted accounting principles (“U.S. GAAP”). Prior to 2015, our consolidated financial statements were
prepared in accordance with International Financial Reporting Standards as issued by the International Accounting
Standards Board (“IFRS”). All prior periods presented below have been restated from IFRS to U.S. GAAP. The
following selected consolidated financial information should be read in conjunction with “Item 7. Management’s
Discussion and Analysis of Financial Conditions and Results of Operations” and the consolidated financial statements
and the notes thereto included in “Item 8. Financial Statements and Supplementary Data” presented elsewhere in this
Annual Report on Form 10-K. Also see “Recently Adopted Accounting Pronouncements” included in the notes to the
consolidated financial statements included elsewhere in this Annual Report on Form 10-K.

Year ended and as at December 31,
(in U.S.$000's, except per

2015 2014 2013 2012 2011
share amounts)
Consolidated Income Statements Data
Revenues $515,875 $481,097 $467,403  $437,955 $396,099
Operating income 174,840 127,927 136,959 116,714 106,988
Net income before income taxes 176,436 129,038 134,755 112,015 108,015
Net income attributable to stockholders 136,214 90,981 93,644 80,593 76,834
Earnings per share attributable to stockholders:
Basic $1.27 $0.85 $0.88 $0.76 $0.72
Diluted 1.27 0.85 0.87 0.75 0.72
Consolidated Balance Sheets Data
Working capital $140,133 $140,482 $110,205 $96,180 $63,296
Total assets 1,120,115 1,121,510 1,161,985 1,132,428 966,162
Long-term debt 97,915 110,846 177,234 200,746 133,881
Contingently redeemable non-controlling interests 24,785 17,287 8,303 3,504 960
Stockholders' equity 703,176 691,932 686,095 653,084 615,867
Consolidated Statements of Cash Flows Data
Dividends declared per common share $0.60 $0.54 $0.51 $0.47 $0.44
Acquisition of subsidiaries, net of cash acquired ~ $12,107 $- $- $55,617 $-
Net capital spending 14,152 29,595 37,066 55,298 66,676

Subsidiaries acquired as disclosed in the table above consist of Xcira in November 2015 and AssetNation in May
2012.
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ITEM MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
7: OF OPERATIONS

About Us

Ritchie Bros. Auctioneers Incorporated (“Ritchie Bros.”, the “Company”, “we”, or “us”’) (NYSE & TSX: RBA) is the world
leader for the exchange of used equipment. Our expertise, global reach, market insight and trusted brand provide us

with a unique and leading position in the used equipment market. We primarily sell equipment for our customers

through unreserved auctions held on a worldwide basis. In addition, during 2013 we launched EquipmentOne, an

online used equipment marketplace, to reach a broader customer base. These two complementary exchange solutions
provide different value propositions to equipment owners and allow us to meet the needs and preferences of a wide
spectrum of equipment sellers.

Ritchie Bros. focuses on the sale of heavy machinery. Through our unreserved auctions and online marketplaces, we
sell a broad range of used and unused industrial assets, including equipment and other assets used in the construction,
agricultural, transportation, energy, mining, forestry, material handling and marine industries. The majority of the
assets sold through our sales channels represent construction machinery.

We operate from 44 permanent and regional auction sites in over 15 countries worldwide. Our world headquarters are
located in Burnaby, Canada.

On November 4, 2015, we acquired a 75% interest in Xcira LLC (“Xcira”), a Florida-based company specializing in
software and technology solutions related to online auction bidding and sales. Ritchie Bros. was one of Xcira’s first

customers, and has worked very closely with Xcira over the past 14 years to customize Xcira’s solutions to meet our
needs. Xcira primarily operates in the industrial auction space, but also offers solutions to auto, art, and other luxury
item auctioneers.

Overview

The following discussion and analysis summarizes significant factors affecting our consolidated operating results and
financial condition for the years ended December 31, 2015, 2014, and 2013. This discussion and analysis should be
read in conjunction with the “Cautionary Note Regarding Forward-Looking Statements”, “Item 6. Selected Financial
Data”, and the consolidated financial statements and the notes thereto included in “Item 8. Financial Statements and
Supplementary Data” presented in our Annual Report on Form 10-K, which is available on our website at
www.rbauction.com, on EDGAR at www.sec.gov, or on SEDAR at www.sedar.com. None of the information on our
website, EDGAR, or SEDAR is incorporated by reference into this document by this or any other reference. This
discussion and analysis contains forward-looking statements that involve risks and uncertainties. Our actual results
could differ materially from those expressed or implied in any forward-looking statements as a result of various
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factors, including those set forth under “Part I, Item 1A. Risk Factors” in our Annual Report on Form 10-K. The date of
this discussion is as of February 25, 2016.

We prepare our consolidated financial statements in accordance with United States generally accepted accounting
principles (“US GAAP”). Except for Gross Auction Proceeds (“GAP”), which is a measure of operational performance
and not a measure of financial performance, liquidity, or revenue, the amounts discussed below are based on our
consolidated financial statements and are presented in United States (“U.S.”) dollars. Unless indicated otherwise, all
tabular dollar amounts, including related footnotes, presented below are expressed in thousands of dollars.

We make reference to various non-GAAP performance measures throughout this discussion and analysis. These
measures do not have a standardized meaning, and are therefore unlikely to be comparable to similar measures
presented by other companies.
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Consolidated Highlights

2015 Highlights

Key fiscal year 2015 financial results include:

Record annual GAP grew 1% over fiscal 2014, with 8% growth 