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OR
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days.

Yes [X] No[ ]

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405
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an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth
company” in Rule 12b-2 of the Exchange Act.
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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements.

RUSH ENTERPRISES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In Thousands, Except Shares)

September 30, December 31,
2018 2017
(unaudited)
Assets
Current assets:
Cash and cash equivalents $ 205,569 $ 124,541
Accounts receivable, net 177,162 183,875
Note receivable affiliate 12,455 11,914
Inventories, net 1,270,941 1,033,294
Prepaid expenses and other 10,281 11,969
Assets held for sale 4,827 9,505
Total current assets 1,681,235 1,375,098
Investments - 6,375
Property and equipment, net 1,176,746 1,159,595
Goodwill, net 291,391 291,391
Other assets, net 40,431 57,680
Total assets $ 3,189,803 $ 2,890,139
Liabilities and shareholders’ equity
Current liabilities:
Floor plan notes payable $ 990,594 $ 778,561
Current maturities of long-term debt 159,972 145,139
Current maturities of capital lease obligations 16,977 17,119
Trade accounts payable 135,983 107,906
Customer deposits 40,569 27,350
Accrued expenses 102,986 96,132
Total current liabilities 1,447,081 1,172,207
Long-term debt, net of current maturities 439,418 466,389
Capital lease obligations, net of current maturities 54,689 66,022
Other long-term liabilities 12,020 9,837
Deferred income taxes, net 147,436 135,311
Shareholders’ equity:
Preferred stock, par value $.01 per share; 1,000,000 shares authorized; 0 shares outstanding in 2018 and
2017 - -
Common stock, par value $.01 per share; 60,000,000 Class A shares and 20,000,000 Class B shares
authorized; 30,502,338 Class A shares and 8,358,525 Class B shares outstanding in 2018; and 31,345,116
Class A shares and 8,469,427 Class B shares outstanding in 2017 458 454
Additional paid-in capital 367,654 348,044
Treasury stock, at cost: 1,988,354 class A shares and 4,962,539 class B shares in 2018 and 934,171 class A
shares and 4,625,181 class B shares in 2017 (178,911) (120,682)
Retained earnings 899,958 812,557
Total shareholders’ equity 1,089,159 1,040,373
Total liabilities and shareholders’ equity $ 3,189,803 $ 2,890,139

The accompanying notes are an integral part of these consolidated financial statements.
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Revenues:
New and used commercial vehicle sales
Aftermarket products and services sales
Lease and rental
Finance and insurance
Other
Total revenue
Cost of products sold:
New and used commercial vehicle sales
Aftermarket products and services sales
Lease and rental
Total cost of products sold
Gross profit
Selling, general and administrative expense
Depreciation and amortization expense
(Loss) gain on sale of assets
Operating income
Interest expense, net
Income before taxes
Provision for income taxes

Net income

Earnings per common share:

Basic

Diluted

Weighted average shares outstanding:
Basic

Diluted

Dividends declared per common share

Comprehensive income

RUSH ENTERPRISES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
(In Thousands, Except Per Share Amounts)

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
$ 878,845 $ 819,028 $ 2,508,970 $ 2,230,969
426,845 375,835 1,250,080 1,092,540
60,825 54,630 177,342 158,922
5,053 4,771 15,286 13,092
4,568 3,195 14,070 10,256
1,376,136 1,257,459 3,965,748 3,505,779
808,634 754,762 2,311,156 2,061,135
268,521 237,452 788,148 693,910
49,924 45,197 147,015 133,707
1,127,079 1,037,411 3,246,319 2,888,752
249,057 220,048 719,429 617,027
177,405 159,281 527,729 469,037
12,794 12,438 57,395 37,374
(209) 107 159 76
58,649 48,436 134,464 110,692
4,468 3,101 13,268 8,716
54,181 45,335 121,196 101,976
12,516 15,551 29,103 35,714
$ 41,665 $ 29,784 $ 92,093 $ 66,262
$ 1.06 $ 75 8 233 $ 1.68
$ 1.03 $ 72 8 227 $ 1.62
39,309 39,825 39,480 39,560
40,388 41,146 40,635 40,830
$ 0.12 - $ 0.12 =
$ 41,665 $ 29,784 $ 92,093 $ 66,548

The accompanying notes are an integral part of these consolidated financial statements.
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RUSH ENTERPRISES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In Thousands)
(Unaudited)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Gain on sale of property and equipment
Stock-based compensation expense related to stock options and employee stock purchases
Deferred income tax expense
Change in accounts receivable, net
Change in inventories, net
Change in prepaid expenses and other, net
Change in trade accounts payable
Draws on floor plan notes payable — trade, net
Change in customer deposits
Change in accrued expenses
Net cash provided by operating activities
Cash flows from investing activities:
Acquisition of property and equipment
Proceeds from the sale of property and equipment
Proceeds from the sale of available for sale securities
Change in other assets
Net cash used in investing activities
Cash flows from financing activities:
Draws on floor plan notes payable — non-trade, net
Proceeds from long-term debt
Principal payments on long-term debt
Principal payments on capital lease obligations
Proceeds from issuance of shares relating to employee stock options and employee stock purchases
Payments of cash dividends
Common stock repurchased
Debt issuance costs
Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
Supplemental disclosure of cash flow infoermation:
Cash paid during the period for:

Interest

Income taxes, net of refunds
Noncash investing activities:

Assets acquired under capital leases
The accompanying notes are an integral part of these consolidated financial statements.
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Nine Months Ended
September 30,
2018 2017
92,093 $ 66,262
142,648 117,054
(159) (76)
15,850 12,036
12,125 8,609
6,172 (1,481)
(200,662) (87,799)
1,241 1,156
26,238 12,469
87,548 26,439
13,219 4,558
6,710 11,048
203,023 170,275
(176,221) (138,756)
5,822 3,905
6,375 325
(1,803) 4,831
(165,827) (129,695)
124,485 33,611
115,216 97,319
(127,354) (108,526)
(9,511) (9,280)
3,764 20,096
(4,692) -
(58,076) (27,388)
- (523)
43,832 5,309
81,028 45,889
124,541 82,026
205,569 $ 127,915
31,002 $ 24,952
15,990 $ 30,487
3,241 $ 8,243
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RUSH ENTERPRISES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1 - Principles of Consolidation and Basis of Presentation

The interim consolidated financial statements included herein have been prepared by Rush Enterprises, Inc. and its subsidiaries (collectively
referred to as the “Company”), without audit, pursuant to the rules and regulations of the Securities and Exchange Commission (the “SEC”). All
adjustments have been made to the accompanying interim consolidated financial statements, which, in the opinion of the Company’s management, are
necessary for a fair presentation of its operating results. All adjustments are of a normal recurring nature. Certain information and footnote disclosures
normally included in financial statements prepared in accordance with generally accepted accounting principles have been condensed or omitted
pursuant to such rules and regulations. It is recommended that these interim consolidated financial statements be read in conjunction with the
consolidated financial statements and the notes thereto included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2017.
Results of operations for interim periods are not necessarily indicative of results that may be expected for any other interim periods or the full fiscal
year.

2 —Other Assets
ERP Platform

The total capitalized costs of the Company’s SAP enterprise resource planning software platform (“ERP Platform”) of $11.3 million are
recorded on the Consolidated Balance Sheet in Other Assets. Amortization expense relating to the ERP Platform, which is recognized in depreciation
and amortization expense in the Consolidated Statements of Income and Comprehensive Income, was $0.5 million for the three months ended
September 30, 2018 and $0.9 million for the three months ended September 30, 2017, and $21.2 million for the nine months ended September 30, 2018
and $2.6 million for the nine months ended September 30, 2017.

In the first quarter of 2018, as part of an assessment that involved a technical feasibility study of the then current ERP Platform, the Company
determined that a majority of the components of this ERP Platform would require replacement earlier than originally anticipated; in prior disclosures,
the Company had referred to the ERP Platform separately as the SAP enterprise software and SAP dealership management system. In accordance with
Accounting Standards Codification (“ASC”) Topic 350-40, in the first quarter of 2018, the Company adjusted the useful life of these components that
were replaced so that the respective net book values of the components were fully amortized upon replacement in May 2018. The Company amortized
the remaining net book value of the components that were replaced on a straight-line basis in February 2018 through May 2018. The Company
recognized $10.2 million of amortization expense related to the components of the ERP Platform that were replaced in the first quarter of 2018 and $9.7
million in the second quarter of 2018. The ERP Platform asset and related amortization are reflected in the Truck Segment.

Franchise Rights

The Company’s only significant identifiable intangible assets, other than goodwill, are rights under franchise agreements with manufacturers.
The fair value of the franchise right is determined at the acquisition date by discounting the projected cash flows specific to each acquisition. The
carrying value of the Company’s manufacturer franchise rights was $7.0 million on September 30, 2018 and December 31, 2017, and is included in
Other Assets on the accompanying consolidated balance sheets. The Company has determined that manufacturer franchise rights have an indefinite life,
as there are no economic or other factors that limit their useful lives and they are expected to generate cash flows indefinitely due to the historically
long lives of the manufacturers’ brand names. Furthermore, to the extent that any agreements evidencing manufacturer franchise rights have expiration
dates, the Company expects that it will be able to renew those agreements in the ordinary course of business. Accordingly, the Company does not
amortize manufacturer franchise rights.

Due to the fact that manufacturer franchise rights are specific to geographic region, the Company has determined that evaluating and including
all locations acquired in the geographic region is the appropriate level for purposes of testing franchise rights for impairment. Management reviews
indefinite-lived manufacturer franchise rights for impairment annually during the fourth quarter, or more often if events or circumstances indicate that
an impairment may have occurred. The Company is subject to financial statement risk to the extent that manufacturer franchise rights become impaired
due to decreases in the fair market value of its individual franchises.

The significant estimates and assumptions used by management in assessing the recoverability of manufacturer franchise rights include
estimated future cash flows, present value discount rate and other factors. Any changes in these estimates or assumptions could result in an impairment
charge. The estimates of future cash flows, based on reasonable and supportable assumptions and projections, require management’s subjective
judgment. Depending on the assumptions and estimates used, the estimated future cash flows projected in the evaluations of manufacturer franchise
rights can vary within a range of outcomes.
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No impairment write down was required in the period presented. The Company cannot predict the occurrence of certain events that might
adversely affect the reported value of manufacturer franchise rights in the future.

3 — Commitments and Contingencies

From time to time, the Company is involved in litigation arising out of its operations in the ordinary course of business. The Company
maintains liability insurance, including product liability coverage, in amounts deemed adequate by management. To date, aggregate costs to us for
claims, including product liability actions, have not been material. However, an uninsured or partially insured claim, or claim for which indemnification
is not available, could have a material adverse effect on the Company’s financial condition or results of operations. The Company believes that there are
no claims or litigation pending, the outcome of which could have a material adverse effect on its financial position or results of operations. However,
due to the inherent uncertainty of litigation, there can be no assurance that the resolution of any particular claim or proceeding would not have a material
adverse effect on the Company’s financial condition or results of operations for the fiscal period in which such resolution occurred.

4 — Earnings Per Share

The following table sets forth the computation of basic and diluted earnings per share (in thousands, except per share information):

Three Months Ended Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
Numerator:
Numerator for basic and diluted earnings per share — Net income available to
common shareholders $ 41,665 $ 29,784 $ 92,093 $ 66,262
Denominator:
Denominator for basic earnings per share — weighted average shares
outstanding 39,309 39,825 39,480 39,560
Effect of dilutive securities— Employee and director stock options and restricted
share awards 1,079 1,321 1,155 1,270
Denominator for diluted earnings per share — adjusted weighted average shares
outstanding and assumed conversions 40,388 41,146 40,635 40,830
Basic earnings per common share $ 1.06 $ 75§ 233 % 1.68
Diluted earnings per common share and common share equivalents $ 1.03 $ 72 % 227  § 1.62

Options to purchase shares of common stock that were outstanding for the three months and nine months ended September 30, 2018 and 2017
that were not included in the computation of diluted earnings per share because the effect would have been anti-dilutive are as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
Weighted average anti-dilutive options 455 406 432 599

5 — Stock Options and Restricted Stock Awards
Valuation and Expense Information

The Company accounts for stock-based compensation in accordance with ASC 718-10, “Compensation — Stock Compensation,” which
requires the measurement and recognition of compensation expense for all share-based payment awards made to our employees and directors, including
employee stock options, restricted stock unit awards and employee stock purchases related to the Employee Stock Purchase Plan based on estimated fair
values.

Stock-based compensation expense, calculated using the Black-Scholes option-pricing model for employee stock options and included in
selling, general and administrative expense, was $2.0 million for the three months ended September 30, 2018, and $3.4 million for the three months
ended September 30, 2017. Stock-based compensation expense for the nine months ended September 30, 2018 was $15.8 million and for the nine
months ended September 30, 2017 was $12.0 million.
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The Company recorded excess tax benefits of $92,000 in the three months ended September 30, 2018 and $1.9 million in the three months
ended September 30, 2017 and excess tax benefits of $0.3 million in the nine months ended September 30, 2018 and $3.9 million in the nine months
ended September 30, 2017.

As of September 30, 2018, the Company had $9.0 million of unrecognized compensation expense related to non-vested employee stock options
to be recognized over a weighted-average period of 3.4 years and $8.2 million of unrecognized compensation cost related to non-vested restricted stock
units to be recognized over a weighted-average period of 2.1 years.

6 — Financial Instruments and Fair Value

The Company has various financial instruments that it must measure at fair value on a recurring basis. The Company also applies the provisions
of fair value measurement to various nonrecurring measurements for its financial and nonfinancial assets and liabilities.

Applicable accounting standards define fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants on the measurement date (an exit price). The Company measures its assets and liabilities using inputs from the
following three levels of the fair value hierarchy:

Level 1 inputs are unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to access on the
measurement date.

Level 2 inputs include quoted prices for similar assets and liabilities in active markets, quoted prices for identical or similar assets or liabilities
in markets that are not active, inputs other than quoted prices that are observable for the asset or liability (i.e., interest rates, yield curves, etc.) and inputs
that are derived principally from or corroborated by observable market data by correlation or other means (market corroborated inputs).

Level 3 includes unobservable inputs that reflect the Company’s assumptions about what factors market participants would use in pricing the
asset or liability. The Company develops these inputs based on the best information available, including its own data.

Financial instruments consist primarily of cash, accounts receivable, accounts payable and floor plan notes payable. The carrying values of the
Company’s financial instruments approximate fair value due either to their short-term nature or existence of variable interest rates, which approximate
market rates. Certain methods and assumptions were used by the Company in estimating the fair value of financial instruments on September 30, 2018,
and December 31, 2017. The carrying value of current assets and current liabilities approximates the fair value due to the short maturity of these items.

The fair value of the Company’s long-term debt is based on secondary market indicators. Because the Company’s debt is not quoted, estimates
are based on each obligation’s characteristics, including remaining maturities, interest rate, credit rating, collateral and liquidity. Accordingly, the
Company concluded that the valuation measurement inputs of its long-term debt represent, at its lowest level, current market interest rates available to
the Company for similar debt and its current credit standing and has categorized such debt within Level 2 of the hierarchy framework. The carrying
amount approximates fair value.

If investments are deemed to be impaired, the Company determines whether the impairment is temporary or other than temporary. If the
impairment is deemed to be temporary, the Company records an unrealized loss in other comprehensive income. If the impairment is deemed other than
temporary, the Company records the impairment in the Company’s Consolidated Statements of Income and Comprehensive Income.

Auction Rate Securities

In prior years, the Company invested in interest-bearing short-term investments primarily consisting of investment-grade auction rate securities
classified as available-for-sale and reported at fair value. These types of investments were designed to provide liquidity through an auction process that
reset the applicable interest rates at predetermined periods ranging from 1 to 35 days. This reset mechanism was intended to allow existing investors to

continue to own their respective interest in the auction rate security or to gain immediate liquidity by selling their interests at par.
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As of September 30, 2018, the Company did not hold any auction rate securities. The issuer redeemed, at par, all of the auction rate securities in
the second and third quarters of 2018. On December 31, 2017, the Company held auction rate securities with underlying tax-exempt municipal bonds
that mature in 2030 and had a fair value and a cost basis of $6.4 million.

Long-Lived Assets

During the first quarter of 2016, the Company instituted plans to consolidate its dealership network. In 2016, the Company recorded an
impairment charge related to the value of the real estate in the affected locations and a write-down of certain excess real estate in the amount of $7.5
million.

The fair value measurements for the Company’s long-lived assets are based on Level 3 inputs. Fair values of the value of the real estate were
determined based on evaluations by a third-party real estate broker that utilized its knowledge and historical experience in real estate markets and
transactions. During 2016 and 2017, the Company sold seven of the properties previously classified as held for sale with a fair value of $8.3 million.
During the third quarter of 2017, the Company made the decision to put one of the properties previously classified as “held for sale” with a fair value of
$1.4 million back into service. In February 2018, the Company sold one of the properties with a fair value of $1.9 million. In May 2018, the Company
sold another one of the properties with a fair value of $1.0 million. In July 2018, the Company sold two properties with a fair value of $1.8 million. As
of September 30, 2018, the remaining real estate associated with the restructuring activities is included in assets held for sale on the Consolidated
Balance Sheets.

The following table presents long-lived assets measured and recorded at fair value on a nonrecurring basis (in thousands):

Fair Value
Measurements
Using
Significant
Unobservable
Inputs
September 30,
Description 2018
Long-lived assets held for sale $ 4,827

7 — Segment Information

The Company currently has one reportable business segment - the Truck Segment. The Truck Segment includes the Company’s operation of a
nationwide network of commercial vehicle dealerships that provide an integrated one-stop source for the commercial vehicle needs of its customers,
including retail sales of new and used commercial vehicles; aftermarket parts, service and body shop facilities; and a wide array of financial services,
including the financing of new and used commercial vehicle purchases, insurance products and truck leasing and rentals. The commercial vehicle
dealerships are deemed a single reporting unit because they have similar economic characteristics. The Company’s chief operating decision maker
considers the entire Truck Segment, not individual dealerships or departments within its dealerships, when making decisions about resources to be
allocated to the segment and assessing its performance.

The Company also has revenues attributable to three other operating segments. These segments include a retail tire company, an insurance
agency and a guest ranch operation and are included in the All Other column below. None of these segments has ever met any of the quantitative

thresholds for determining reportable segments.

The accounting policies of the segments are the same as those described in the summary of significant accounting policies. The Company
evaluates performance based on income before income taxes, not including extraordinary items.

9
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The following table contains summarized information about reportable segment revenues, segment income or loss from continuing operations
and segment assets for the periods ended September 30, 2018 and 2017 (in thousands):

Truck
Segment All Other Total

As of and for the three months ended September 30, 2018

Revenues from external customers $ 1,371,472 $ 4,664 $ 1,376,136
Segment operating income (loss) 58,665 (16) 58,649
Segment income (loss) before taxes 54,250 (69) 54,181
Segment assets 3,152,204 37,599 3,189,803
For the nine months ended September 30, 2018

Revenues from external customers $ 3,952,396 $ 13,352 $ 3,965,748
Segment operating income 134,151 313 134,464
Segment income (loss) before taxes 121,037 159 121,196
As of and for the three months ended September 30, 2017

Revenues from external customers $ 1,253,429 $ 4030 $ 1,257,459
Segment operating income (loss) 48,644 (208) 48,436
Segment income (loss) before taxes 45,590 (255) 45,335
Segment assets 2,721,463 37,527 2,758,990
For the nine months ended September 30, 2017

Revenues from external customers $ 3,493,984 $ 11,795 $ 3,505,779
Segment operating income (loss) 111,184 (492) 110,692
Segment income (loss) before taxes 102,599 (623) 101,976

8 — Income Taxes

The Company had unrecognized income tax benefits totaling $2.6 million as a component of accrued liabilities on September 30, 2018 and
December 31, 2017, the total of which, if recognized, would impact the Company’s effective tax rate. An unfavorable settlement may require a charge to
income tax expense and a favorable resolution would be recognized as a reduction to income tax expense. The Company recognizes interest accrued
related to unrecognized tax benefits in income tax expense. No amounts were accrued for penalties. The Company had approximately $166,000 accrued
for the payment of interest on September 30, 2018 and December 31, 2017.

On December 22, 2017, the United States Congress enacted comprehensive tax legislation commonly referred to as the Tax Cuts and Jobs Act
(“the Tax Act”). The Tax Act included, among other items, a reduction of the U.S. federal corporate tax rate from 35% to 21% effective January 1, 2018.
The Tax Act made broad and complex changes to the U.S. tax code, some of which affected the Company’s 2017 year end results. Staff Accounting
Bulletin No. 118 (SAB 118) provided guidance that allowed registrants to provide a reasonable estimate of the effects of the Tax Act in their financial
statements and adjust the reported impact in a measurement period not to exceed one year. The Company made a reasonable estimate of the effects of the
Tax Act on its existing deferred tax balances and recognized a provisional net tax benefit of $82.9 million which was recognized effective December 31,
2017. The provisional benefit recorded was primarily a result of the remeasurement of the Company’s deferred tax assets and liabilities at the tax rate in
which they will reverse when they are recognized. The Company will continue to refine its calculations as additional analysis is completed. In addition,
the Company’s estimates may also be affected as it gains a more thorough understanding of the Tax Act.

The Company does not anticipate a significant change in the amount of unrecognized tax benefits in the next twelve months. As of September
30, 2018, the tax years ended December 31, 2014 through 2017 remain subject to audit by federal tax authorities and the tax years ended December 31,
2013 through 2017 remain subject to audit by state tax authorities. In June 2018, the Company was notified of an examination of its federal income tax
return for 2015. The Company cannot predict the timing regarding resolution of this tax examination, however, the Company does not expect the
examination to have a material impact on its financial statements.

The Company adopted ASU 2016-09 on January 1, 2017, which requires excess tax benefits and tax deficiencies to be recognized as income
tax benefit or expense in the income statement and presented as an operating activity in the statement of cash flows when the awards are vested or are
settled. The Company recorded excess tax benefits of $92,000 in the three months ended September 30, 2018 and $ 1.9 million in the three months
ended September 30, 2017, which was recorded in the Consolidated Statements of Income and Comprehensive Income. The Company recorded excess
tax benefits of $0.3 million in the nine months ended September 30, 2018 and $3.9 million in the nine months ended September 30, 2017, which were
recorded in the Consolidated Statements of Income and Comprehensive Income.
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9 — Recent Accounting Guidance

In February 2016, the FASB issued ASU No. 2016-02, “Leases (“Topic 842”),” which is intended to increase the transparency and
comparability among organizations by recognizing lease assets and lease liabilities on the balance sheet and disclosing key information about leasing
arrangements. The new standard requires lessees to record assets and liabilities on the balance sheet for all leases with terms longer than twelve months.
Leases will be classified as either finance or operating, with classification affecting the pattern of expense recognition in the income statement.

The Company will adopt Topic 842 on January 1, 2019. The standard requires a modified retrospective transition approach for all leases
existing at, or entered into after, the date of initial application. Upon adoption, the Company expects to apply the practical expedients permitted within
the new standard, which among other things, allows the Company to retain its existing assessment of whether an arrangement is, or contains, a lease and
is classified as an operating or finance lease. The Company will make an accounting policy election that will keep leases with an initial term of twelve
months or less off of the balance sheet and will result in recognizing those lease payments in the Consolidated Statements of Income and Comprehensive
Income on a straight-line basis over the lease term. The Company is in the process of analyzing its lease portfolio and continues to evaluate the full
impact of the new standard, including the impact on its business processes, systems and internal controls. However, the Company expects to recognize
right-of-use assets and related liabilities on the Company’s Consolidated Balance Sheets.

10 — Revenue

In May 2014, the FASB issued ASU No. 2014-09, “Revenue from Contracts with Customers (“Topic 606”),” which amended the accounting
standards for revenue recognition. The Company adopted Topic 606 on January 1, 2018, and is applying the modified retrospective method. There was
not a material impact to revenues as a result of applying Topic 606 for the three months and nine months ended September 30, 2018, and there have not
been significant changes to our business processes, systems or internal controls as a result of implementing the standard. Adoption of the new standard
does not materially change the timing or amount of revenue recognized in the Company’s Consolidated Statements of Income and Comprehensive
Income.

The Company’s revenues are primarily generated from the sale of finished products to customers. Those sales predominantly contain a single
delivery element and revenue for such sales is recognized when the customer obtains control, which is typically when the finished product is delivered to
the customer. The Company’s material revenue streams have been identified as the following: the sale of new and used commercial vehicles,
arrangement of associated commercial vehicle financing and insurance contracts, the performance of commercial vehicle repair services and the sale of
commercial vehicle parts. Taxes collected from customers relating to product sales and remitted to governmental authorities are excluded
from revenues.

The following table summarizes the Company’s disaggregated revenue by revenue source for the three months and nine months ended
September 30, 2018 (in thousands):

Nine Months

Three Months Ended Ended

September 30, 2018 September 30, 2018
Commercial vehicle sales revenue $ 878,845 $ 2,508,970
Parts revenue 239,401 699,823
Commercial vehicle repair service revenue 187,444 550,257
Finance revenue 2,628 7,826
Insurance revenue 2,425 7,460
Other revenue 4,568 14,070
Total $ 1,315,311 $ 3,788,406

All of the Company's performance obligations and associated revenues are generally transferred to customers at a point in time. The Company
does not have any material contract assets or contract liabilities on the Balance Sheet as of September 30, 2018. Revenues related to commercial vehicle
sales, parts sales, commercial vehicle repair service, finance and the majority of other revenues are related to the Truck Segment.
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For the sale of new and commercial vehicles, revenue is recognized at a point in time when control is transferred to the customer, which is
when delivery of the commercial vehicle occurs. Revenue is measured as the amount of consideration the Company expects to receive in exchange for
transferring the commercial vehicle. When control is transferred to the customer, the Company has an unconditional right to payment and a receivable is
recorded for any consideration not received.

The Company controls the commercial vehicle before it is transferred to the customer and it obtains all of the remaining benefits from the
commercial vehicle relating to the sale, ability to pledge the asset or hold the asset. The Company is a principal in all commercial vehicle transactions.
The Company retains inventory risk, determines the selling price to the customer and delivers the commercial vehicle to the customer. The Company
generally pays a commission to internal sales representatives for the sale of a commercial vehicle. The Company will continue to expense the
commission and recognize it concurrently with the respective commercial vehicle sale revenue upon delivery of the commercial vehicle to a customer.

Revenue from the sale of parts is recognized when the Company transfers control of the goods to the customer and consideration has been
received in the form of cash or a receivable from the customer. The Company provides its customers the right to return eligible parts, estimates the
expected returns based on an analysis of historical experience and records an allowance for estimated returns, which has historically not been material.

Revenue from the sale of commercial vehicle repair service is recognized when the service performed by the Company on a customer’s vehicle
is complete and the customer accepts the repair. Because the Company does not have an enforceable right to payment while the repair is being
performed, revenue is recognized when the repair is complete. After a customer’s acceptance, the Company has no remaining obligations to transfer
goods or services to the customer and consideration has been received in the form of cash or a receivable from the customer.

Any remaining performance obligations represent service orders for which work has not been completed. The Company’s service contracts are
predominantly short-term in nature with a contract term of one month or less. For those contracts, the Company has utilized the practical expedient in
Topic 606 exempting the Company from disclosure of the transaction price allocated to remaining performance obligations if the performance obligation
is part of a contract that has an original expected duration of one year or less.

The Company receives commissions from third-party lenders for arranging customer financing for the purchase of commercial vehicles. The
receipt of such commissions is deemed to be a single performance obligation that is satisfied when a financing agreement is executed and accepted by
the financing provider. Once the contract has been accepted by the financing provider, the Company’s performance obligation has been satisfied and the
Company generally has no further obligations under the contract. The Company is the agent in this transaction, as it does not have control over the
acceptance of the customer’s financing arrangement by the financing provider. Consideration paid to the Company by the financing provider is based on
the agreement between the Company and the financing provider.

The Company receives commissions from third-party insurance companies for arranging insurance coverage for customers. The receipt of such
commissions is deemed to be a single performance obligation that is satisfied when the insurance coverage is bound. The Company has no further
obligations under the contract. The Company is the agent in this transaction because it does not have control over the insurance coverage provided by the
insurance carrier. Consideration paid to the Company by the insurance provider is based on the agreement between the Company and the insurance
provider.

The Company records revenues from finance and insurance products at the net commission amount, which includes estimates of chargebacks
that can occur if the underlying contract is not fulfilled. Chargeback amounts for commissions from financing companies are estimated assuming
financing contracts are terminated before the customer has made six monthly payments. Chargeback amounts for commissions from insurance
companies are estimated assuming insurance contracts are terminated before the underlying insurance contractual term has expired. Chargeback reserve
amounts are based on historical chargebacks and have historically been immaterial. The Company does not have any right to retrospective commissions
based on future profitability of finance and insurance contracts arranged.

Other revenue is mostly documentation fees that are charge