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Form 10-Q

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended September 30, 2013

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
Commission file Number 001-35066
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(Exact name of registrant as specified in its charter)
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Canada 98-0140269
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization) Identification Number)
2525 Speakman Drive, 110 E. 59tk Street, Suite 2100
Mississauga, Ontario, Canada L5K 1B1 New York, New York, USA 10022
(905) 403-6500 (212) 821-0100

(Address of principal executive offices, zip code, telephone numbers)

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Exchange on Which Registered
Common Shares, no par value The New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act:

None

(Title of class)

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 and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yes x No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer x Accelerated filer

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting Company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x
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Indicate the number of shares of each of the issuer s classes of common stock, as of the latest practicable date:

Class Outstanding as of September 30, 2013
Common stock, no par value 67,518,740

Table of Contents



Edgar Filing: IMAX CORP - Form 10-Q

Table of Conten

IMAX CORPORATION

Table of Contents

Page
PART I. FINANCIAL INFORMATION
Item 1. Financial Statements 4
Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations 43
Item 3. Quantitative and Qualitative Factors about Market Risk 76
Item 4. Controls and Procedures 78
PART II. OTHER INFORMATION
Item 1. Legal Proceedings 78
Item 1A. Risk Factors 78
Item 6. Exhibits 79
Signatures 80
2

Table of Contents



Edgar Filing: IMAX CORP - Form 10-Q

Table of Conten

IMAX CORPORATION

SPECIAL NOTE REGARDING FORWARD-LOOKING INFORMATION

Certain statements included in this quarterly report may constitute forward-looking statements within the meaning of
the United States Private Securities Litigation Reform Act of 1995. These forward-looking statements include, but are
not limited to, references to future capital expenditures (including the amount and nature thereof), business and
technology strategies and measures to implement strategies, competitive strengths, goals, expansion and growth of
business, operations and technology, plans and references to the future success of IMAX Corporation together with its
wholly-owned subsidiaries (the Company ) and expectations regarding the Company s future operating, financial and
technological results. These forward-looking statements are based on certain assumptions and analyses made by the
Company in light of its experience and its perception of historical trends, current conditions and expected future
developments, as well as other factors it believes are appropriate in the circumstances. However, whether actual

results and developments will conform with the expectations and predictions of the Company is subject to a number of
risks and uncertainties, including, but not limited to, general economic, market or business conditions; the

opportunities (or lack thereof) that may be presented to and pursued by the Company; the performance of IMAX

DMR films; competitive actions by other companies; conditions in the in-home and out-of-home entertainment
industries; the signing of theater system agreements; changes in laws or regulations; conditions, changes and
developments in the commercial exhibition industry; the failure to convert theater system backlog into revenue; risks
associated with investments and operations in foreign jurisdictions and any future international expansion, including
those related to economic, political and regulatory policies of local governments and laws and policies of the United
States and Canada; risks related to the Company s growth and operations in China; the failure to respond to change and
advancements in digital technology; risks related to the acquisition of AMC Entertainment Holdings, Inc. by Dalian
Wanda Group Co., Ltd.; risks related to new business initiatives; the potential impact of increased competition in the
markets within which the Company operates; risks related to the Company s inability to protect the Company s
intellectual property; risks related to Eastman Kodak bankruptcy and the possibility of constrained analog film supply;
risks related to the Company s implementation of a new enterprise resource planning system; risks related to the
Company s prior restatements and the related litigation; and other factors, many of which are beyond the control of the
Company. Consequently, all of the forward-looking statements made in this quarterly report are qualified by these
cautionary statements, and actual results or anticipated developments by the Company may not be realized, and even

if substantially realized, may not have the expected consequences to, or effects on, the Company. The Company
undertakes no obligation to update publicly or otherwise revise any forward-looking information, whether as a result

of new information, future events or otherwise.

IMAX®, IMAX® Dome, IMAX® 3D, IMAX® 3D Dome, Experience It In IMAX®, The IMAX Experience®, An
IMAX Experience®, An IMAX 3D Experience®, IMAX DMR®, DMR®, IMAX nXos®, IMAX think big®, think big®
and IMAX Is Believing are trademarks and trade names of the Company or its subsidiaries that are registered or
otherwise protected under laws of various jurisdictions.

Table of Contents 5



Edgar Filing: IMAX CORP - Form 10-Q

Table of Conten
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

Page
The following unaudited Condensed Consolidated Financial Statements are filed as part of this Report:

Condensed Consolidated Balance Sheets as at September 30. 2013 (unaudited) and December 31. 2012 5
Condensed Consolidated Statements of Operations for the three and nine month periods ended September

30,2013 and 2012 (unaudited) 6
Condensed Consolidated Statements of Comprehensive Income for the three and nine month periods ended
September 30. 2013 and 2012 (unaudited) 7
Condensed Consolidated Statements of Cash Flows for the nine month periods ended September 30. 2013

and 2012 (unaudited) 8
Notes to Condensed Consolidated Financial Statements (unaudited) 9
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Assets

Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts of $1,513
(December 31, 2012  $1,564)

Financing receivables (notes 4 and 18(c))

Inventories (note 5)

Prepaid expenses

Film assets

Property, plant and equipment (note 6)
Other assets (notes 10(c), 18(d) and 18(e))
Deferred income taxes (note 14(a))

Goodwill

Other intangible assets (note 7)

Total assets

Liabilities

Bank indebtedness (note 8)
Accounts payable
Accrued and other liabilities (notes 9(a), 9(c), 10, 15(b), 17(a), 17(c) and

18(d))

Deferred revenue

Total liabilities

IMAX CORPORATION

(In thousands of U.S. dollars)

(Unaudited)

Commitments, contingencies and guarantees (notes 9 and 10)

Shareholders equity
Capital stock (note 15) common shares

number.

Issued and outstanding 67,518,740 (December 31, 2012 66,482,425)

Other equity
Deficit

Table of Contents

no par value. Authorized unlimited

CONDENSED CONSOLIDATED BALANCE SHEETS

In accordance with United States Generally Accepted Accounting Principles

September 30,
2013

$ 25,955

44,321
99,591
14,306
4,576
6,305
126,930
27,739
31,052
39,027
27,688

$ 447,490

$ 5,000
17,051

67,181
73,789

163,021

323,744
33,642

(70,880)

December 31,
2012

$ 21,336

42,007
94,193
15,794
3,833
3,737
113,610
23,963
36,461
39,027
27911

$ 421,872

$ 11,000
15,144

68,695
73,954

168,793

313,744
28,892
(87,166)
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Accumulated other comprehensive loss (notes 17(a) and 18(d)) (2,037) (2,391)
Total shareholders equity 284,469 253,079
Total liabilities and shareholders equity $ 447,490 $ 421,872

(the accompanying notes are an integral part of these condensed consolidated financial statements)
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

In accordance with United States Generally Accepted Accounting Principles

(In thousands of U.S. dollars, except per share amounts)

(Unaudited)

Revenues

Equipment and product sales
Services (note 11(c))
Rentals (note 11(c))

Finance income

Other

Costs and expenses applicable to revenues
Equipment and product sales (note 11(a))
Services (notes 11(a) and 11(c))

Rentals (note 11(a))

Other

Gross margin

Selling, general and administrative expenses (note 11(b) and
17(d)) (including share-based compensation expense of $2.8
million and $8.8 million for the three and nine months
ended September 30, 2013, respectively (2012 - expense of
$2.8 million and $10.3 million, respectively))

Research and development

Amortization of intangibles

Receivable provisions, net of recoveries

Impairment of available-for-sale investment (note 18(b))

Income from operations
Interest income

Interest expense

Table of Contents

Three Months
Ended September 30,
2013 2012
As Revised
(note 3)

$ 9,623 $§ 24327

29,061 40,316
10,987 14,013
2,071 2,055
51,742 80,711
4,086 10,652
16,339 21,107
4,059 4,202
24,484 35,961
27,258 44,750
19,778 19,432
3,974 2,528
409 166
224 241
2,873 22,383
14 22
(315) (373)

Nine Months
Ended September 30,
2013 2012
As Revised
(note 3)
$ 40,649 $ 55,756
98,019 102,312
38,782 42,912
6,079 5,537
375
183,904 206,517
20,561 27,727
54,783 55,378
11,687 12,968
87,031 96,073
96,873 110,444
59,364 59,032
11,267 7,623
1,146 532
279 829
150
24,817 42,278
39 73
(1,008) (1,375)
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Income from operations before income taxes 2,572 22,032 23,848 40,976
Provision for income taxes (619) (6,787) (6,564) (11,484)
Loss from equity-accounted investments (344) (334) (998) (1,038)
Net income $ 1,609 $ 14911 $ 16,286 $ 28,454

Net income per share - basic and diluted: (note 15(c))
Net income per share - basic $ 002 $ 023 $ 024 $ 0.43

Net income per share - diluted $ 002 $ 022 $ 024 § 0.42

(the accompanying notes are an integral part of these condensed consolidated financial statements)
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
In accordance with United States Generally Accepted Accounting Principles

(In thousands of U.S. dollars)

(Unaudited)
Three Months Nine Months
Ended September 30, Ended September 30,
2013 2012 2013 2012
As Revised As Revised
(note 3) (note 3)

Net income $ 1,609 $ 14911 $16286 $ 28454
Amortization of defined benefit plan actuarial loss (note 17(a)) 111 91 333 273
Unrealized postretirement benefit plan actuarial loss (note 17(d)) 32) (96)
Loss on curtailment of postretirement benefit plan (note 17(d)) 398
Unrealized net gain (loss) from cash flow hedging instruments
(note 18(d)) 535 589 (265) 826
Realization of cash flow hedging net loss (gain) upon settlement
(note 18(d)) 179 (158) 131 (22)
Foreign currency translation adjustments (note 1) 2) (115)
Change in market value of available-for-sale investment (note
18(b)) 338
Other-than-temporary impairment of available-for-sale
investment (note 18(b)) 150
Other comprehensive income, before tax 823 490 482 1,469
Income tax expense related to other comprehensive income (note
14(b)) (213) (126) (128) (311)
Comprehensive income $ 2219 $ 15275 $16,640 $ 29,612

(the accompanying notes are an integral part of these condensed consolidated financial statements)
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

In accordance with United States Generally Accepted Accounting Principles

(In thousands of U.S. dollars)

(Unaudited)

Cash provided by (used in):
Operating Activities
Net income

Adjustments to reconcile net income to cash from operations:

Depreciation and amortization (note 12(c))

Write-downs, net of recoveries (note 12(d))

Change in deferred income taxes

Stock and other non-cash compensation

Gain on curtailment of postretirement benefits (note 17(d))
Unrealized foreign currency exchange loss (gain)

Loss from equity-accounted investments

Investment in film assets

Changes in other non-cash operating assets and liabilities (note 12(a))

Net cash provided by operating activities

Investing Activities

Purchase of property, plant and equipment
Investment in joint revenue sharing equipment
Investment in new business ventures
Acquisition of other intangible assets

Net cash used in investing activities

Financing Activities

Increase in bank indebtedness

Repayment of bank indebtedness

Common shares issued - stock options exercised (note 15(d))
Credit facility amendment fees paid

Share issuance expenses

Table of Contents

Nine Months
Ended September 30,
2013 2012
As Revised
(note 3)

$ 16,286 $ 28,454

29,027 24,704
279 1,516
5,579 9,431
9,348 11,099
(2,185)
275 (152)
998 1,038
(16,772) (13,508)
(9,860) (8,672)
32,975 53,910
(6,167) (2,599)
(16,363) (15,174)
(2,500) (381)
(1,812) (5,046)
(26,842) (23,200)
12,000 9,917
(18,000) (35,000)
6,745 5,831
(2,089)
(202)
12
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Net cash used in financing activities

Effects of exchange rate changes on cash

Increase in cash and cash equivalents during the period

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

(the accompanying notes are an integral part of these condensed consolidated financial statements)
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(1,546)

32

4,619
21,336

$ 25,955

$

(19,252)

(146)

11,312
18,138

29,450

13
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
In accordance with U.S. Generally Accepted Accounting Principles
(Tabular amounts in thousands of U.S. dollars unless otherwise stated)
(Unaudited)
1. Basis of Presentation

IMAX Corporation, together with its wholly-owned subsidiaries (the Company ), reports its results under United States
Generally Accepted Accounting Principles ( U.S. GAAP ).

The condensed consolidated financial statements include the accounts of the Company together with its wholly-owned
subsidiaries, and any entities which the Company has identified as variable interest entities ( VIEs ) where the
Company is not the primary beneficiary. The nature of the Company s business is such that the results of operations for
the interim periods presented are not necessarily indicative of results to be expected for the fiscal year. In the opinion

of management, the information contained herein reflects all adjustments necessary to make the results of operations
for the interim periods a fair statement of such operations.

The Company has evaluated its various variable interests to determine whether they are VIEs as required by the
Consolidation Topic of the Financial Accounting Standards Board ( FASB ) Accounting Standards Codification ( ASC
or Codification ). The Company has 9 film production companies that are VIEs. For two of the Company s film
production companies, the Company has determined that it is the primary beneficiary of these entities as the Company
has the power to direct the activities of the respective VIE that most significantly impact the respective VIE s
economic performance and has the obligation to absorb losses of the VIE that could potentially be significant to the
respective VIE or the right to receive benefits from the respective VIE that could potentially be significant to the
respective VIE. The Company continues to consolidate these entities, with no material impact on the operating results
or financial condition of the Company, as these production companies have total assets and total liabilities of $nil as at
September 30, 2013 (December 31,2012  $nil). For the other 7 film production companies which are VIEs, the
Company did not consolidate these film entities since it does not have the power to direct activities and does not
absorb the majority of the expected losses or expected residual returns. The Company equity accounts for these
entities. As at September 30, 2013, these 7 VIEs have total assets and total liabilities of $0.6 million (December 31,
2012  $15.9 million). Earnings of the investees included in the Company s condensed consolidated statement of
operations amounted to $nil and $nil for the three and nine months ended September 30, 2013, respectively (2012

$nil and $nil, respectively). The carrying value of these investments in VIEs that are not consolidated is $nil at
September 30, 2013 (December 31,2012  $nil). A loss in value of an investment other than a temporary decline is
recognized as a charge to the condensed consolidated statement of operations. The Company s exposure, which is
determined based on the level of funding contributed by the Company and the development stage of the respective
film, is $1.4 million at September 30, 2013 (December 31, 2012  $0.9 million).

The Company accounts for investments in new business ventures using the guidance of ASC 323 Investments Equity
Method and Joint Ventures ( ASC 323 ) and ASC 320  Investments in Debt and Equity Securities ( ASC 320 ), as
appropriate. At September 30, 2013, the equity method of accounting is being utilized for an investment with a

carrying value of $2.0 million (December 31,2012  $3.0 million). The Company has determined it is not the primary
beneficiary of this VIE, and therefore it has not been consolidated. In addition, the Company has an investment in
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preferred stock of another business venture with a total cost of $1.5 million which meets the criteria for classification

as a debt security under ASC 320 and is recorded at a total fair value of $1.4 million at September 30, 2013

(December 31,2012  $1.4 million). This investment is classified as an available-for-sale investment. In 2013, the
Company invested $2.5 million in the preferred shares of an enterprise which meet the criteria for classification as an
equity security under ASC 325  Investments Others ( ASC 325 ). The total carrying value of investments in new
business ventures at September 30, 2013 and December 31, 2012, is $5.9 million and $4.4 million, respectively, and is
recorded in Other Assets.

All significant intercompany accounts and transactions, including all unrealized intercompany profits on transactions
with equity-accounted investees, have been eliminated.

In the first quarter of 2013, the Company determined that the functional currency of one of its wholly-owned
subsidiaries had changed from the Company s reporting currency to the currency of the nation in which it is domiciled.
As aresult, in accordance with the FASB ASC 830 Foreign Currency Matters , the adjustment attributable to
current-rate translation of non-monetary assets as of the date of the change was reported in other comprehensive
income.
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The year-end condensed consolidated balance sheet data was derived from audited financial statements, but does not
include all disclosures required by U.S. GAAP.

These interim financial statements should be read in conjunction with the consolidated financial statements included

in the Company s 2012 Annual Report on Form 10-K for the year ended December 31, 2012 ( the 2012 Form 10-K )
which should be consulted for a summary of the significant accounting policies utilized by the Company. These
interim financial statements are prepared following accounting policies consistent with the Company s financial
statements for the year ended December 31, 2012, except as noted below.

2. New Accounting Standards and Accounting Changes
Adoption of New Accounting Policies

In January 2013, the FASB issued ASU No. 2013-01, Balance Sheet (Topic 210): Clarifying the Scope of Disclosures
about Offsetting Assets and Liabilities ( ASU 2013-01 ). The purpose of the amendment is to address implementation
issues about the scope of FASB issued ASU No. 2011-11 Balance Sheet (Topic 210) - Disclosures about Offsetting
Assets and Liabilities  (ASU 2011-11 ). ASU 2011-11 and ASU 2013-01 were issued in an effort to provide greater
comparability within disclosures between entities reporting in U.S. GAAP and International Financial Reporting
Standards ( IFRS ) that have offsetting (netting) assets and liabilities. Entities will be required to disclose both gross
and net information about both instruments and transactions eligible for offset in the statement of financial position

and instruments and transactions subject to an agreement similar to a master netting arrangement. An entity is required
to apply the amendments in ASU 2013-01 for annual reporting periods beginning on or after January 1, 2013 and
interim periods within those annual periods. It is to be applied retrospectively for all comparative periods presented.
The Company adopted the amended standard on January 1, 2013. The adoption of the amended standard did not have

a material impact on the Company s condensed consolidated financial statements.

In February 2013, the FASB issued ASU No. 2013-02, Comprehensive Income (Topic 220): Reporting of Amounts
Reclassified Out of Accumulated Other Comprehensive Income ( ASU 2013-02 ). The amendments in ASU 2013-02
require an entity to report the effect of significant reclassifications out of accumulated other comprehensive income on
the respective line items in net income if the amount being reclassified is required under U.S. GAAP to be reclassified
in its entirety to net income. For other amounts that are not required under U.S. GAAP to be reclassified in their
entirety to net income in the same reporting period, an entity is required to cross-reference other disclosures required
under U.S. GAAP that provide additional detail about those amounts. For public entities, the amendments are

effective prospectively for reporting periods beginning after December 15, 2012. The Company adopted the amended
standard on January 1, 2013. The adoption of the amended standard did not have a material impact on the Company s
condensed consolidated financial statements.

In July 2013, the FASB issued ASU No. 2013-10, Derivative and Hedging (Topic 815): Inclusion of the Fed Funds
Effective Swap Rate (or Overnight Index Swap Rate) as a Benchmark Interest Rate for Hedge Accounting Purposes (a
consensus of the FASB Emerging Issues Task Force) ( ASU 2013-10 ). The amendments in ASU 2013-10 are to permit
the use of the Fed Funds Effective Swap Rate (OIS) as a U.S. benchmark interest rate for hedge accounting purposes,

in addition to U.S. government (UST) and London Interbank Offered Rate (LIBOR). The amendment also removes

the restriction of using different benchmark rates for similar hedges. For public entities, the amendments are effective
prospectively for qualifying new or redesignated hedging relationships entered into on or after July 17, 2013. The
Company adopted the amended standard on July 17, 2013. The adoption of the amended standard did not have a

material impact on the Company s condensed consolidated financial statements.

Recently Issued FASB Accounting Standard Codification Updates
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In February 2013, the FASB issued ASU No. 2013-04, Liabilities (Topic 405): Obligations Resulting from Joint and
Several Liability Arrangements for Which the Total Amount of the Obligation Is Fixed at the Reporting Date ( ASU
2013-04 ). The purpose of ASU 2013-04 is to provide guidance for the recognition, measurement, and disclosure of
obligations resulting from joint and several liability arrangements for which the total amount of the obligation within
the scope of this guidance is fixed at the reporting date, except for obligations addressed within existing guidance in
U.S. GAAP. ASU 2013-04 requires an entity to measure obligations resulting from joint and several liability
arrangements for which the total amount of the obligation within the scope of this guidance is fixed at the reporting
date, as the sum of the amount the reporting entity agreed to pay on the basis of its arrangement among its co-obligors
and any additional amount the reporting entity expects to pay on behalf of its co-obligors, as well as the nature and
amount of the obligation as well as other information about those obligations. For public entities, the amendments are
effective for fiscal years and interim reporting periods beginning after December 15, 2013. Early adoption by public
entities is permitted. The Company is currently evaluating the impact of this standard on its condensed consolidated
financial statements.

10
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In March 2013, the FASB issued ASU No. 2013-05, Foreign Currency Matters (Topic 830): Parent s Accounting for
the Cumulative Translation Adjustment upon Derecognition of Certain subsidiaries or Groups of Assets within a

Foreign Entity or of an Investment in a Foreign Entity ( ASU 2013-05 ). The purpose of ASU 2013-05 is to resolve the
diversity in practice in relation to the treatment of the release of cumulative translation adjustments ( CTA ) upon sale
(in full or part) of a foreign investment. It applies to the release of the CTA into net income when a parent either sells

a part of all of its investment in a foreign entity or no longer holds a controlling financial interest in a subsidiary or

group of assets that is a nonprofit activity or a business within a foreign entity. For public entities, the amendments are
effective for fiscal years and interim reporting periods beginning after December 15, 2013. Early adoption by public
entities is permitted. The Company is currently evaluating the impact of this standard on its condensed consolidated
financial statements.

In April 2013, the FASB issued ASU No. 2013-07, Presentation of Financial Statements (Topic 205): Liquidation
Basis of Accounting ( ASU 2013-07 ). The amendments of ASU 2013-07 require an entity to prepare its financial
statements using the liquidation basis of accounting when liquidation is imminent and to present relevant information
about an entity s expected resources in liquidation by measuring and presenting assets at the amount of the expected
cash proceeds from liquidation. The amendments are effective for entities that determine liquidation is imminent
during annual reporting periods beginning after December 15, 2013 and interim periods therein. Standards should be
applied prospectively from the day liquidation becomes imminent. Early adoption is permitted. The Company does
not believe that this standard will have a material impact on its condensed consolidated financial statements.

In July 2013, the FASB issued ASU No. 2013-11, Income Taxes (Topic 740): Presentation of an Unrecognized Tax
Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists (a
consensus of the FASB Emerging Issues Task Force) ( ASU 2013-11 ). The amendments of ASU 2013-11 provide
entities with guidance of how to present a provision for uncertain tax positions in the financial statements when a net
operating loss carryforward, a similar tax loss, or a tax credit carryforward exists. For public entities, the amendments
are effective for fiscal years and interim reporting periods beginning after December 15, 2013. The Company does not
believe that the adoption of this standard will have a material impact on its condensed consolidated financial
statements.

3. Revision of Previously Issued Financial Statements

During the fourth quarter of 2012, after a review of the Company s existing benefit packages, the Company determined
that Canadian employees, upon meeting certain eligibility requirements, are entitled to postretirement health and
welfare benefits for which the obligation had not been included in the prior financial statements as required under

ASC Topic 715 Compensation Retirement Benefits . See note 4 to the audited consolidated financial statements in
Item 8 of the Company s 2012 Form 10-K for additional details.

The following table presents the impact of the revisions on the Company s previously issued condensed consolidated
statements of operations and comprehensive income:

Three Months Ended Nine Months Ended
(in thousands of U.S dollars, except per share
amounts) September 30, 2012 September 30, 2012
As Reported As Revised As Reported As Revised
Selling, general and administrative expenses $19,326 $ 19432 $ 58,713 $ 59,032
Income from operations $22,489 $ 22,383 $ 42,597 $ 42278
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Income from operations before income taxes
Provision for income taxes

Net income

Net income per share - basic

Net income per share - diluted

Other comprehensive income, before tax
Income tax expense related to other
comprehensive income

Comprehensive income
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$22,138
$ (6,814)
$ 14,990
$ 0.23
$ 022

$ 522

$ (134)
$15,378

11

$

¥ L L L

$

22,032

(6,787)

14,911
0.23
0.22

490

(126)
15,275

$ 41,295
$(11,599)
$ 28,658
$ 044
$ 042
$

1,565

$  (336)
$ 29,887
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40,976
(11,484)
28,454
0.43
0.42

1,469

(311)
$29,612
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4. Financing Receivables

Financing receivables, consisting of net investment in sales-type leases and receivables from financed sales of theater
systems are as follows:

As at September 30, 2013, the financed sale receivables had a weighted average effective interest rate of 9.7%

Gross minimum lease payments receivable
Unearned finance income

Minimum lease payments receivable
Accumulated allowance for uncollectible
amounts

Net investment in leases

Gross financed sales receivables
Unearned finance income

Financed sales receivables
Accumulated allowance for uncollectible
amounts

Net financed sales receivables

Total financing receivables

Net financed sales receivables due within one
year

Net financed sales receivables due after one
year

(December 31, 2012  8.7%).

5. Inventories

Raw materials
Work-in-process
Finished goods

Table of Contents

September 30,

$

$
$

September 30,
2013
$ 4,701
917
8,688
$ 14,306

2013
17,893
(3,613)
14,280
(1,430)
12,850

119,691
(32,884)

86,807
(66)
86,741

99,591

15,682

71,059

December 31,

$

$

$
$

December 31,

$

$

2012
18,880
(4,705)
14,175
(1,130)
13,045

114,492
(33,278)

81,214
(66)
81,148

94,193

10,482

70,666

2012
5,424
338
10,032

15,794
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At September 30, 2013, finished goods inventory for which title had passed to the customer and revenue was deferred
amounted to $2.3 million (December 31,2012  $6.8 million). In 2013, the Company recognized revenue for 13 theater
systems (10 sales and 3 operating leases) under xenon-based digital upgrade arrangements, which were previously
installed, but revenue recognition was deferred. Upon recognition of these 13 theater systems, the Company s finished
goods inventory decreased by $4.7 million from December 31, 2012.

Inventories at September 30, 2013 includes provisions for excess and obsolete inventory based upon current estimates
of net realizable value considering future events and conditions of $3.9 million (December 31,2012  $4.4 million).

12
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6. Property, Plant and Equipment

As at September 30, 2013
Accumulated  Net Book
Cost Depreciation Value
Equipment leased or held for use
Theater system components(D(2)3) $148252 $ 48,593 $ 99,659
Camera equipment(® 4,669 4,410 259
152,921 53,003 99,918
Assets under construction® 12,749 12,749
Other property, plant and equipment
Land 1,593 1,593
Buildings 15,309 10,267 5,042
Office and production equipment®) 28,049 21,314 6,735
Leasehold improvements 9,822 8,929 893
54,773 40,510 14,263

$220,443 $§ 93513 $ 126,930

As at December 31, 2012
Accumulated  Net Book
Cost Depreciation Value
Equipment leased or held for use
Theater system components(1)(2) $131,240 $ 39,140 $ 92,100
Camera equipment(® 4,668 4,306 362
135,908 43,446 92,462
Assets under construction® 6,910 6,910
Other property, plant and equipment
Land 1,593 1,593
Buildings 15,242 9,864 5,378
Office and production equipment® 25,777 19,779 5,998
Leasehold improvements 9,734 8,465 1,269
52,346 38,108 14,238

$195,164 $ 81,554 $ 113,610
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Included in theater system components are assets with costs of $13.9 million (December 31,2012  $8.1 million)
and accumulated depreciation of $8.6 million (December 31, 2012  $7.3 million) that are leased to customers
under operating leases.

Included in theater system components are assets with costs of $128.7 million (December 31, 2012

$118.5 million) and accumulated depreciation of $35.4 million (December 31,2012  $29.2 million) that are used
in joint revenue sharing arrangements.

During 2013, the Company signed an amending agreement governing one of its joint revenue sharing
arrangements which increased the length of the term for all IMAX theater systems under that arrangement from
10 to 13 years. As a result, the Company adjusted the estimated useful life of its IMAX digital projection systems
in use for those joint revenue sharing theaters, on a prospective basis, to reflect the change in term from 10 years
to 13 years. This will result in decreased depreciation expense of $0.7 million in 2013 and $1.4 million in each of
the next 5 years as the theater systems will now be depreciated over a longer estimated useful life.

Included in assets under construction are components with costs of $8.4 million (December 31, 2012

$4.1 million) that will be utilized to construct assets to be used in joint revenue sharing arrangements.

Fully amortized office and production equipment is still in use by the Company.

Fully amortized camera equipment is still in use by the Company.

13
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7. Other Intangible Assets

As at September 30, 2013
Accumulated Net Book
Cost Amortization Value
Patents and trademarks $ 9,126 $ 6,010 $ 3,116
Licenses and intellectual property 19,910 2,869 17,041
Other 8,136 605 7,531

$37,172 $ 9,484 $ 27,688

As at December 31, 2012
Accumulated Net Book
Cost Amortization Value
Patents and trademarks $ 8,499 $ 5,670 $ 2,829
Licenses and intellectual property 19,790 1,730 18,060
Other 7,022 7,022

$35,311 $ 7,400 $ 27911

Other intangible assets of $8.1 million are comprised mainly of the Company s investment in a new enterprise resource
planning system, which the Company started amortizing on January 1, 2013. Fully amortized other intangible assets
are still in use by the Company.

During the nine months ended September 30, 2013, the Company acquired $1.9 million in other intangible assets. The
net book value of these other intangible assets was $1.8 million as at September 30, 2013. The weighted average
amortization period for these additions was 10 years.

During the three and nine months ended September 30, 2013, the Company incurred costs of less than $0.1 million
and $0.1 million, respectively, to renew or extend the term of acquired other intangible assets which were recorded in

selling, general and administrative expenses (2012  less than $0.1 million and $0.1 million).

As at September 30, 2013, estimated amortization expense for each of the years ended December 31, are as follows:

2013 (three months remaining) $ 707

2014 2,827

2015 2,781

2016 2,608

2017 2,608

2018 2,608
14
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8. Credit Facility

On February 7, 2013, the Company amended and restated the terms of its existing senior secured credit facility (the
Prior Credit Facility ). The amended and restated facility (the Credit Facility ), with a scheduled maturity of February 7,
2018, has a maximum borrowing capacity of $200.0 million. The Prior Credit Facility had a maximum borrowing
capacity of $110.0 million. Certain of the Company s subsidiaries serve as guarantors (the Guarantors ) of the
Company s obligations under the Credit Facility. The Credit Facility is collateralized by a first priority security interest
in substantially all of the present and future assets of the Company and the Guarantors.

The terms of the Credit Facility are set forth in the Third Amended and Restated Credit Agreement (the Credit
Agreement ), dated February 7, 2013, among the Company, the Guarantors, the lenders named therein, Wells Fargo
Bank, National Association ( Wells Fargo ), as agent and issuing lender (Wells Fargo, together with the lenders named
therein, the Lenders ) and Wells Fargo Securities, LLC, as Sole Lead Arranger and Sole Bookrunner and in various
collateral and security documents entered into by the Company and the Guarantors. Each of the Guarantors has also
entered into a guarantee in respect of the Company s obligations under the Credit Facility.

The Credit Facility permits the Company to undertake up to $150.0 million in stock buybacks and dividends, provided
certain covenants in the Credit Agreement are maintained. In the event that the Company undertakes stock buybacks
or makes dividend payments, any amounts outstanding under the revolving portion of the Credit Facility up to the first
$75.0 million of any such stock buybacks and dividend payments will be converted to a term loan.

The amounts outstanding under the Credit Facility bear interest, at the Company s option, at (i) LIBOR plus a margin
of (a) 1.50%, 1.75% or 2.00% depending on the Company s Total Leverage Ratio (as defined in the Credit Agreement)
per annum, or (ii) Wells Fargo s prime rate plus a margin of 0.50% per annum. In addition, the Company is obligated
to pay a Commitment Fee (as defined in the Credit Agreement) per annum of between 0.25% and 0.50% of the unused
portion of the Credit Facility, depending on the Company s Total Leverage Ratio. Term loans, if any, under the Credit
Facility must be repaid under a 5-year straight line amortization, with a balloon payment due at maturity. The

Company is required to provide an interest rate hedge for 50% of any term loans outstanding after January 1, 2015.
Under the Credit Facility, the effective interest rate for the three and nine months ended September 30, 2013 for the
revolving loan portion was 1.95% and 2.26%, respectively. Under the Prior Credit Facility, the effective interest rate
for the three and nine months ended September 30, 2012 was 2.39% and 2.41%, respectively.

The Credit Facility provides that the Company will be required to maintain a Fixed Charge Coverage Ratio (as
defined in the Credit Agreement) of not less than 1.1:1. The Company will also be required to maintain minimum
EBITDA (as defined in the Credit Agreement) of $70.0 million between closing and September 30, 2013, which
requirement increases to $80.0 million on December 31, 2013, $90.0 million on December 31, 2014, and $100.0
million on December 31, 2015. The Company must also maintain a Maximum Total Leverage Ratio (as defined in the
Credit Agreement) of 2.5:1 between closing and September 30, 2013, which requirement decreases to (i) 2.25:1 on
December 31, 2013; (ii) 2.0:1 on December 31, 2014; and (iii) 1.75:1 on December 31, 2015. The Company was in
compliance with all of these requirements at September 30, 2013.

The Credit Facility contains typical affirmative and negative covenants, including covenants that limit or restrict the
ability of the Company and the guarantors to: incur certain additional indebtedness; make certain loans, investments or
guarantees; pay dividends; make certain asset sales; incur certain liens or other encumbrances; conduct certain
transactions with affiliates and enter into certain corporate transactions.

The Credit Facility also contains customary events of default, including upon an acquisition or change of control or
upon a change in the business and assets of the Company or a Guarantor that in each case is reasonably expected to
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have a material adverse effect on the Company or a Guarantor. If an event of default occurs and is continuing under
the Credit Facility, the Lenders may, among other things, terminate their commitments and require immediate
repayment of all amounts owed by the Company.

Bank indebtedness includes the following:

September 30, December 31,
2013 2012

Revolving Loan $ 5,000 $ 11,000

15
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Total amounts drawn and available under the Credit Facility at September 30, 2013 were $5.0 million and
$195.0 million, respectively (December 31,2012  $11.0 million and $99.0 million, respectively).

As at September 30, 2013, the Company does not have any letters of credit and advance payment guarantees
outstanding (December 31,2012  $nil), under the Credit Facility.

In accordance with the loan agreement, the Company is obligated to make payments on the principal of the loan as
follows:

2013 (three months remaining) $

2014

2015

2016

2017

Thereafter 5,000

$ 5,000
Wells Fargo Foreign Exchange Facility

Within the Credit Facility, the Company is able to purchase foreign currency forward contracts and/or other swap
arrangements. There is no settlement risk on its foreign currency forward contracts at September 30, 2013 as the fair
value exceeded the notional value of the forward contracts. As at September 30, 2013, the Company has $24.6 million
of such arrangements outstanding.

Bank of Montreal Facility

As at September 30, 2013, the Company has available a $10.0 million facility (December 31,2012  $10.0 million)
with the Bank of Montreal for use solely in conjunction with the issuance of performance guarantees and letters of
credit fully insured by EDC (the Bank of Montreal Facility ). As at September 30, 2013, the Company has letters of
credit and advance payment guarantees outstanding of $0.3 million (December 31, 2012  $0.9 million) under the Bank
of Montreal Facility.

9. Commitments
(a) The Company s lease commitments consist of rent and equipment under operating leases. The Company accounts

for any incentives provided over the term of the lease. Total minimum annual rental payments to be made by the
Company as at September 30, 2013 for each of the years ended December 31, are as follows:

Operating Leases Capital Leases

2013 (three months remaining) $ 1,718 $ 4
2014 5,699
2015 1,242
2016 533
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2017 533
Thereafter 847
$ 10,572 $ 4

Rent expense was $1.5 million and $4.9 million for three and nine months ended September 30, 2013, respectively
(2012 $1.5 million and $4.6 million, respectively).

Recorded in the accrued liabilities balance as at September 30, 2013 is $2.5 million (December 31,2012  $2.6 million)
related to accrued rent and lease inducements being recognized as an offset to rent expense over the term of the

respective leases.

Purchase obligations under long-term supplier contracts as at September 30, 2013 were $9.8 million (December 31,
2012 $12.1 million).

16
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(b) As at September 30, 2013, the Company did not have any letters of credit and advance payment guarantees
outstanding (December 31, 2012  $nil), under the Credit Facility. As at September 30, 2013, the Company had letters
of credit and advance payment guarantees outstanding of $0.3 million as compared to $0.9 million as at December 31,
2012, under the Bank of Montreal Facility.

(c) The Company compensates its sales force with both fixed and variable compensation. Commissions on the sale or
lease of the Company s theater systems are payable in graduated amounts from the time of collection of the customer s
first payment to the Company up to the collection of the customer s last initial payment. At September 30, 2013,

$1.6 million (December 31, 2012 $1.8 million) of commissions have been accrued and will be payable in future
periods.

10. Contingencies and Guarantees

The Company is involved in lawsuits, claims, and proceedings, including those identified below, which arise in the
ordinary course of business. In accordance with the Contingencies Topic of the FASB ASC, the Company will make a
provision for a liability when it is both probable that a loss has been incurred and the amount of the loss can be
reasonably estimated. The Company believes it has adequate provisions for any such matters. The Company reviews
these provisions in conjunction with any related provisions on assets related to the claims at least quarterly and adjusts
these provisions to reflect the impacts of negotiations, settlements, rulings, advice of legal counsel and other pertinent
information related to the case. Should developments in any of these matters outlined below cause a change in the
Company s determination as to an unfavorable outcome and result in the need to recognize a material provision, or,
should any of these matters result in a final adverse judgment or be settled for significant amounts, they could have a
material adverse effect on the Company s results of operations, cash flows, and financial position in the period or
periods in which such a change in determination, settlement or judgment occurs.

The Company expenses legal costs relating to its lawsuits, claims and proceedings as incurred.

(a) In March 2005, the Company, together with Three-Dimensional Media Group, Ltd. ( 3DMG ), filed a complaint in
the U.S. District Court for the Central District of California, Western Division, against In-Three, Inc. ( In-Three )
alleging patent infringement. On March 10, 2006, the Company and In-Three entered into a settlement agreement
settling the dispute between the Company and In-Three. Despite the settlement reached between the Company and
In-Three, co-plaintiff 3DMG refused to dismiss its claims against In-Three. Accordingly, the Company and In-Three
moved jointly for a motion to dismiss the Company s and In-Three s claims. On August 24, 2010, the Court dismissed
all of the claims pending between the Company and In-Three, thus dismissing the Company from the litigation.

On May 15, 2006, the Company initiated arbitration against 3DMG before the International Centre for Dispute
Resolution in New York (the ICDR ), alleging breaches of the license and consulting agreements between the
Company and 3DMG. On June 15, 2006, 3DMG filed an answer denying any breaches and asserting counterclaims
that the Company breached the parties license agreement. On June 21, 2007, the ICDR unanimously denied 3DMG s
Motion for Summary Judgment filed on April 11, 2007 concerning the Company s claims and 3DMG s counterclaims.
The proceeding was suspended on May 4, 2009 due to failure of 3DMG to pay fees associated with the proceeding.
The proceeding was further suspended on October 11, 2010 pending resolution of reexamination proceedings

currently pending involving one of 3DMG s patents. The Company will continue to pursue its claims vigorously and
believes that all allegations made by 3DMG are without merit. The Company further believes that the amount of loss,
if any, suffered in connection with the counterclaims would not have a material impact on the financial position or
results of operations of the Company, although no assurance can be given with respect to the ultimate outcome of the
arbitration.
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(b) In January 2004, the Company and IMAX Theatre Services Ltd., a subsidiary of the Company, commenced an
arbitration seeking damages before the International Court of Arbitration of the International Chambers of Commerce
(the ICC ) with respect to the breach by Electronic Media Limited ( EML ) of its December 2000 agreement with the
Company. In June 2004, the Company commenced a related arbitration before the ICC against EML s affiliate, E-City
Entertainment (I) PVT Limited ( E-City ), seeking damages as a result of E-City s breach of a September 2000 lease
agreement. An arbitration hearing took place in November 2005 against E-City which considered all claims by the
Company. On February 1, 2006, the ICC issued an award on liability finding unanimously in the Company s favor on
all claims. Further hearings took place in July 2006 and December 2006. On August 24, 2007, the ICC issued an
award unanimously in favor of the Company in the amount of $9.4 million, consisting of past and future rents owed to
the Company under its lease agreements, plus interest and costs. In the award, the ICC upheld the validity and
enforceability of the Company s theater system contract. The Company thereafter submitted its application to the
arbitration panel for interest and costs. On March 27, 2008, the arbitration panel issued a final award in favor of the
Company in the amount of $11.3 million, plus an additional $2,512 each day in interest from October 1, 2007 until the
date the award is paid, which the Company is seeking to enforce

17
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and collect in full. In July 2008, E-City commenced a proceeding in Mumbai, India seeking an order that the ICC
award may not be recognized in India. The Company has opposed that application on a number of grounds and seeks
to have the ICC award recognized in India. That Mumbai proceeding is still pending, and on June 13, 2013, the
Bombay High Court ruled that it has jurisdiction over the proceeding. On June 24, 2011, the Company commenced an
application to the Ontario Superior Court of Justice for recognition of the final award. On December 2, 2011, the
Ontario court issued an order recognizing the final award and requiring E-City to pay the Company $30,000 to cover
the costs of the application. On January 18, 2012, the Company filed an application in New York State Supreme Court
seeking recognition of the Ontario order in New York. On April 11, 2012, the New York court issued an order
granting the Company s application leading to an entry of $15.5 million judgment in favor of the Company on May 4,
2012. On January 30, 2013, the Company filed an action in the New York Supreme Court seeking to collect the
amount due under the New York judgment from certain entities and individuals affiliated with E-City. The defendants
in the New York action have answered and objected to the Company s petition, and they have moved to dismiss for
improper service of process. The New York Court heard oral arguments on August 20, 2013 and has taken the matter
under advisement.

(c) The Company and certain of its officers and directors were named as defendants in eight purported class action
lawsuits filed between August 11, 2006 and September 18, 2006, alleging violations of U.S. federal securities laws.
These eight actions were filed in the U.S. District Court for the Southern District of New York (the Court ). On
January 18, 2007, the Court consolidated all eight class action lawsuits and appointed Westchester Capital
Management, Inc. as the lead plaintiff and Abbey Spanier Rodd & Abrams, LLP as lead plaintiff s counsel. On
October 2, 2007, plaintiffs filed a consolidated amended class action complaint. The amended complaint, brought on
behalf of shareholders who purchased the Company s common stock on the NASDAQ between February 27, 2003 and
July 20, 2007 (the U.S. Class ), alleges primarily that the defendants engaged in securities fraud by disseminating
materially false and misleading statements during the class period regarding the Company s revenue recognition of
theater system installations, and failing to disclose material information concerning the Company s revenue
recognition practices. The amended complaint also added PricewaterhouseCoopers LLP, the Company s auditors, as a
defendant. On April 14, 2011, the Court issued an order appointing The Merger Fund as the lead plaintiff and Abbey
Spanier Rodd & Abrams, LLP as lead plaintiff s counsel. On November 2, 2011, the parties entered into a
memorandum of understanding containing the terms and conditions of a settlement of this action. On January 26,
2012, the parties executed and filed with the Court a formal stipulation of settlement and proposed form of notice to
the class, which the Court preliminarily approved on February 1, 2012. Under the terms of the settlement, members of
the U.S. Class who did not opt out of the settlement will release defendants from liability for all claims that were
alleged in this action or could have been alleged in this action or any other proceeding (including the action in Canada
as described in (d) of this note (the Canadian Action ) relating to the purchase of IMAX securities on the NASDAQ
from February 27, 2003 and July 20, 2007 or the subject matter and facts relating to this action. As part of the
settlement and in exchange for the release, defendants will pay $12.0 million to a settlement fund which amount will
be funded by the carriers of the Company s directors and officers insurance policy and by PricewaterhouseCoopers
LLP. On March 26, 2012, the parties executed and filed with the Court an amended formal stipulation of settlement
and proposed form of notice to the class, which the court preliminarily approved on March 28, 2012. On June 20,
2012, the Court issued an order granting final approval of the settlement. The settlement is conditioned on the
Company s receipt of an order from the court in the Canadian Action, the Ontario Superior Court of Justice, (the

Canadian Court ) excluding from the class in the Canadian Action every member of the class in both actions who has
not opted out of the U.S. settlement. A hearing on the motion for the order occurred on July 30, 2012 before the
Canadian Court and on March 19, 2013, the Canadian Court issued a decision granting the Company s motion to
exclude from the class in the Canadian Action every member of the classes in both actions who has not opted out of
the U.S. settlement. However, no final order will be granted by the Court until the plaintiffs in the Canadian Action
have exhausted their appeals.
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(d) A class action lawsuit was filed on September 20, 2006 in the Canadian Court against the Company and certain of
its officers and directors, alleging violations of Canadian securities laws. This lawsuit was brought on behalf of
shareholders who acquired the Company s securities between February 17, 2006 and August 9, 2006. The lawsuit
seeks $210.0 million in compensatory and punitive damages, as well as costs. For reasons released December 14,
2009, the Canadian Court granted leave to the plaintiffs to amend their statement of claim to plead certain claims
pursuant to the Securities Act (Ontario) against the Company and certain individuals and granted certification of the
action as a class proceeding. These are procedural decisions, and do not contain any conclusions binding on a judge at
trial as to the factual or legal merits of the claim. Leave to appeal those decisions was denied. The Company believes
the allegations made against it in the statement of claim are meritless and will vigorously defend the matter, although
no assurance can be given with respect to the ultimate outcome of such proceedings. The Company s directors and
officers insurance policy provides for reimbursement of costs and expenses incurred in connection with this lawsuit as
well as potential damages awarded, if any, subject to certain policy limits, exclusions and deductibles.
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(e) On June 26, 2013, the Company filed suit against GDC Technology (USA) LLC and certain of its affiliates
(collectively, GDC ) in the U.S. District Court for the Central District of California alleging trade secret
misappropriation, unjust enrichment and unfair competition and seeking injunctive relief, compensatory damages, and
punitive damages. On August 12, 2013, in light of the complicating effects of the interwoven corporate relationships
among the GDC defendants on federal diversity jurisdiction, the Company voluntarily dismissed the federal court
action and filed a complaint in the Los Angeles County Superior Court alleging the same set of operative facts and
same causes of action that had been contained in the District Court action. This action is based on GDC s commercial
exploitation of large format digital theater projection system and film conversion technologies, which the lawsuit
alleges were stolen from the Company by its former employee, Gary Tsui, and then provided by Tsui to various
technology companies in China. The Company s action against GDC alleges that GDC is now knowingly and actively
using these trade secrets and marketing large format film projection systems and conversion technology that the
Company is informed and believes were derived from and incorporate the trade secrets stolen by Tsui. GDC has been
served with the lawsuit, but has not yet filed its response. The lawsuit is at a very early stage, and the Company cannot
predict the timing or outcome of this matter at this time.

(f) The Company is also involved in litigation against Tsui and related parties in both Canada and China based on
Tsui s theft and use of the Company s trade secrets. The Company filed a lawsuit against Tsui and other related
individuals and entities in the Ontario Superior Court of Justice on December 8, 2009, through which the Company
sought injunctive relief to prohibit Tsui from disclosing or using the Company s confidential and proprietary
information and from competing with the Company. The Company is also seeking compensatory and punitive
damages. The Ontario Court awarded the injunctive relief sought by the Company on December 22,

2009. On April 30, 2013, a warrant was issued for Tsui s arrest based on his refusal to comply with the orders of the
Ontario court, including with respect to the continued use of the Company s trade secrets. The Ontario action is to
proceed to trial in 2013, though all of Tsui s defenses were stricken by the Ontario court in a January 2012 contempt
order. The Company also initiated suit against Tsui and related parties in Beijing No. 1 Intermediate People s Court in
Beijing, China on February 16, 2013, seeking relief similar to that sought in the Ontario action. The actions in Canada
and China remain ongoing.

(g) In March 2013, IMAX (Shanghai) Multimedia Technology Co., Ltd. ( IMAX China ), the Company s wholly-owned
subsidiary in China, received notice from the Shanghai office of the General Administration of Customs that it had

been selected for a customs audit. The Company is unable to assess the potential impact, if any, of the audit at this

time.

(h) In addition to the matters described above, the Company is currently involved in other legal proceedings or
governmental inquiries which, in the opinion of the Company s management, will not materially affect the Company s
financial position or future operating results, although no assurance can be given with respect to the ultimate outcome
of any such proceedings.

(1) In the normal course of business, the Company enters into agreements that may contain features that meet the
definition of a guarantee. The Guarantees Topic of the FASB ASC defines a guarantee to be a contract (including an
indemnity) that contingently requires the Company to make payments (either in cash, financial instruments, other
assets, shares of its stock or provision of services) to a third party based on (a) changes in an underlying interest rate,
foreign exchange rate, equity or commodity instrument, index or other variable, that is related to an asset, a liability or
an equity security of the counterparty, (b) failure of another party to perform under an obligating agreement or

(c) failure of another third party to pay its indebtedness when due.

Financial Guarantees
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The Company has provided no significant financial guarantees to third parties.
Product Warranties

The following summarizes the accrual for product warranties that was recorded as part of accrued liabilities in the
condensed consolidated balance sheets:

September 30, December 31,

2013 2012
Balance at the beginning of period $ 32 $ 94
Warranty redemptions (77 (66)
Warranties issued 60 53
Revisions ) 49)
Balance at the end of period $ 7 $ 32
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The Company s General By-law contains an indemnification of its directors/officers, former directors/officers and
persons who have acted at its request to be a director/officer of an entity in which the Company is a shareholder or
creditor, to indemnify them, to the extent permitted by the Canada Business Corporations Act, against expenses
(including legal fees), judgments, fines and any amount actually and reasonably incurred by them in connection with
any action, suit or proceeding in which the directors and/or officers are sued as a result of their service, if they acted
honestly and in good faith with a view to the best interests of the Company. The nature of the indemnification
prevents the Company from making a reasonable estimate of the maximum potential amount it could be required to
pay to counterparties. The Company has purchased directors and officers liability insurance. No amount has been
accrued in the condensed consolidated balance sheets as at September 30, 2013 and December 31, 2012 with respect
to this indemnity.

Other Indemnification Agreements

In the normal course of the Company s operations, the Company provides indemnifications to counterparties in
transactions such as: theater system lease and sale agreements and the supervision of installation or servicing of the
theater systems; film production, exhibition and distribution agreements; real property lease agreements; and
employment agreements. These indemnification agreements require the Company to compensate the counterparties
for costs incurred as a result of litigation claims that may be suffered by the counterparty as a consequence of the
transaction or the Company s breach or non-performance under these agreements. While the terms of these
indemnification agreements vary based upon the contract, they normally extend for the life of the agreements. A small
number of agreements do not provide for any limit on the maximum potential amount of indemnification; however,
virtually all of the Company s system lease and sale agreements limit such maximum potential liability to the purchase
price of the system. The fact that the maximum potential amount of indemnification required by the Company is not
specified in some cases prevents the Company from making a reasonable estimate of the maximum potential amount it
could be required to pay to counterparties. Historically, the Company has not made any significant payments under
such indemnifications and no amounts have been accrued in the condensed consolidated financial statements with
respect to the contingent aspect of these indemnities.

11. Condensed Consolidated Statements of Operations Supplemental Information
(a) Selling Expenses

The Company defers direct selling costs such as sales commissions and other amounts related to its sale and sales-type
lease arrangements until the related revenue is recognized. These costs, included in costs and expenses applicable to
revenues-equipment and product sales, totaled $0.2 million and $0.9 million for the three and nine months ended
September 30, 2013, respectively (2012 $0.9 million and $2.1 million, respectively).

Film exploitation costs, including advertising and marketing, totaled $0.9 million and $3.3 million for the three and
nine months ended September 30, 2013, respectively (2012  $0.5 million and $3.4 million, respectively) and are
recorded in costs and expenses applicable to revenues-services as incurred.

Commissions are recognized as costs and expenses applicable to revenues-rentals in the month they are earned. These
costs totaled $0.4 million and $0.9 million for the three and nine months ended September 30, 2013, respectively

(2012 $0.5 million and $1.0 million, respectively). Direct advertising and marketing costs for each theater are charged
to costs and expenses applicable to revenues-rentals as incurred. These costs totaled $0.5 million and $1.1 million for
the three and nine months ended September 30, 2013, respectively (2012  $0.6 million and $1.1 million, respectively).
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(b) Foreign Exchange

Included in selling, general and administrative expenses for the three and nine months ended September 30, 2013 is a
gain of $0.8 million and a loss of less than $0.1 million, respectively, for net foreign exchange gains/losses related to
the translation of foreign currency denominated monetary assets and liabilities and unhedged foreign exchange
contracts compared with a gain of $0.3 million and gain of $1.2 million for the three and nine months ended
September 30, 2012, respectively. See note 18(d) for additional information.
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(c) Collaborative Arrangements
Joint Revenue Sharing Arrangements

In a joint revenue sharing arrangement, the Company receives a portion of a theater s box-office and concession
revenues and in some cases a small upfront or initial payment, in exchange for placing a theater system at the theater
operator s venue. Under joint revenue sharing arrangements, the customer has the right and the ability to operate the
hardware components or direct others to operate them in a manner determined by the customer. The Company s joint
revenue sharing arrangements are typically non-cancellable for 10 to 13 years with renewal provisions. Title to
equipment under joint revenue sharing arrangements does not transfer to the customer. The Company s joint revenue
sharing arrangements do not contain a guarantee of residual value at the end of the term. The customer is required to
pay for executory costs such as insurance and taxes and is required to pay the Company for maintenance and extended
warranty throughout the term. The customer is responsible for obtaining insurance coverage for the theater systems
commencing on the date specified in the arrangement s shipping terms and ending on the date the theater systems are
delivered back to the Company.

The Company has signed joint revenue sharing agreements with 36 exhibitors for a total of 545 theater systems, of
which 351 theaters were operating as of September 30, 2013, the terms of which are similar in nature, rights and
obligations. The accounting policy for the Company s joint revenue sharing arrangements is disclosed in note 2(m) of
the Company s 2012 Form 10-K.

Amounts attributable to transactions arising between the Company and its customers under joint revenue sharing
arrangements are included in Equipment and Product Sales revenue and Rentals revenue and for the three and nine
months ended September 30, 2013 amounted to $12.0 million and $39.7 million, respectively (2012  $13.2 million
and $40.5 million, respectively).

IMAX DMR

In an IMAX DMR arrangement, the Company transforms conventional motion pictures into the Company s large
screen format, allowing the release of Hollywood content to the IMAX theater network. In a typical IMAX DMR film
arrangement, the Company will absorb its costs for the digital re-mastering of the film and then recoup this cost from
a percentage of the gross box-office receipts of the film, which range from 10-15%. The Company does not typically
hold distribution rights or the copyright to these films.

For the nine months ended September 30, 2013, the majority of IMAX DMR revenue was earned from the exhibition
of 33 IMAX DMR films throughout the IMAX theater network. The Company has entered into arrangements with
film producers to convert 9 additional films which are expected to be released during the remainder of 2013, the terms
of which are similar in nature, rights and obligations. The accounting policy for the Company s IMAX DMR
arrangements is disclosed in note 2(m) of the Company s 2012 Form 10-K.

Amounts attributable to transactions arising between the Company and its customers under IMAX DMR arrangements
are included in Services revenue and for the three and nine months ended September 30, 2013 amounted to
$14.5 million and $54.9 million, respectively (2012  $25.3 million and $58.8 million, respectively).

Co-Produced Film Arrangements

In certain film arrangements, the Company co-produces a film with a third party whereby the third party retains the
copyright and rights to the film, except that the Company obtains exclusive theatrical distribution rights to the film.
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Under these arrangements, both parties contribute funding to the Company s wholly-owned production company for
the production of the film and for associated exploitation costs. Clauses in the film arrangements provide for the third
party to take over the production of the film if the cost of the production exceeds its approved budget or if it appears
as though the film will not be delivered on a timely basis.

The accounting policies relating to co-produced film arrangements are disclosed in notes 2(a) and 2(m) of the
Company s 2012 Form 10-K.

At September 30, 2013, the Company has 4 significant co-produced film arrangements which makes up greater than
50% of the VIE total assets and liabilities balance of $0.6 million and 3 other co-produced film arrangements, the
terms of which are similar.
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For the three and nine months ended September 30, 2013, amounts totaling $0.7 million and $2.8 million, respectively
(2012 $1.5 million and $4.7 million, respectively) attributable to transactions between the Company and other parties
involved in the production of the films have been included in cost and expenses applicable to revenues-services.

12. Condensed Consolidated Statements of Cash Flows Supplemental Information

(a) Changes in other non-cash operating assets and liabilities are comprised of the following:

Nine Months
Ended September 30,
2013 2012

Decrease (increase) in:
Accounts receivable $(2,284) $ 9915
Financing receivables (5,707) (4,900)
Inventories (5,522) (4,169)
Prepaid expenses (744) (955)
Commissions and other deferred selling expenses (506) 113
Insurance recoveries 78 138
Other assets 926 (1,313)
Increase (decrease) in:
Accounts payable 2,824 (11,174)
Accrued and other liabilities() 1,240 (1,528)
Deferred revenue (165) 5,201

$(9,860) $ (8,672)

(1) Change in accrued and other liabilities for the nine months ended September 30, 2013 includes payments of $2.0
million for variable stock-based compensation (2012 - $0.3 million).
(b) Cash payments made on account of:

Nine Months
Ended September 30,
2013 2012
Income taxes $ 831 $ 977
Interest $ 347 $ 1,181
(c) Depreciation and amortization are comprised of the following:
Nine Months
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Film assets

Property, plant and equipment

Joint revenue sharing arrangements
Other property, plant and equipment
Other intangible assets

Other assets

Deferred financing costs
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Ended
September 30,
2013 2012
$13,901  $12,131

8,588 7,384
3,617 3,186
2,131 1,507
437 368

353 128
$29,027  $24,704
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(d) Write-downs, net of recoveries, are comprised of the following:

Nine Months
Ended September 30,
2013 2012

Accounts receivable (recovery) charge $ (31 $ 674
Financing receivables 310 155
Inventories) 503
Impairment of available-for-sale investment 150
Property, plant and equipment 18
Other intangible assets 11
Other assets 5

$ 279 $ 1,516

(1) In the nine months ended September 30, 2013, the Company recorded a charge of $nil (2012  $0.2 million) in
costs and expenses applicable to revenues  services for certain service parts inventories and a charge of $nil
(2012 $0.3 million) in costs and expenses applicable to revenues equipment and product sales for the
write-down of certain film based inventories.

13. Receivable Provisions, Net of Recoveries

The following table reflects the Company s receivable provisions net of recoveries recorded in the condensed
consolidated statements of operations:

Three Months Nine Months
Ended September 30, Ended September 30,
2013 2012 2013 2012
Accounts receivable provisions, net of recoveries $ 14 $ 241 $ (31 $ 674
Financing receivables, net of recoveries 210 310 155
Receivable provisions, net of recoveries $ 224 $ 241 $ 279 $ 829

14. Income Taxes
(a) Income Taxes

The Company s effective tax rate differs from the statutory tax rate and varies from year to year primarily as a result of
numerous permanent differences, investment and other tax credits, the provision for income taxes at different rates in
foreign and other provincial jurisdictions, enacted statutory tax rate increases or reductions in the year, changes due to
foreign exchange, changes in the Company s valuation allowance based on the Company s recoverability assessments
of deferred tax assets, and favorable or unfavorable resolution of various tax examinations. During the nine months
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ended September 30, 2013, there was no change in the Company s estimates of the recoverability of its deferred tax
assets based on an analysis of both positive and negative evidence including projected future earnings.

As at September 30, 2013, the Company had net deferred income tax assets after valuation allowance of $31.1 million
(December 31,2012 $36.5 million). As at September 30, 2013, the Company had a gross deferred income tax asset
before valuation allowance of $37.2 million (December 31, 2012  $42.6 million), against which the Company is

carrying a $6.1 million valuation allowance (December 31,2012  $6.1 million).

Due to a change in enacted tax rates, the Company recorded an increase to deferred tax assets and a decrease to the
deferred tax provision of $0.7 million in the second quarter of 2012.
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As at September 30, 2013 and December 31, 2012, the Company had a provision for uncertain tax positions (including
interest and penalties) of $3.1 million and $2.8 million, respectively, for international withholding taxes. All of the
provisions for uncertain tax positions could impact the Company s effective tax rate if recognized. While the Company
believes it has adequately provided for all tax positions, amounts asserted by taxing authorities could differ from the
Company s accrued position. Accordingly, additional provisions on federal, state, provincial and foreign tax-related
matters could be recorded in the future as revised estimates are made or the underlying matters are settled or otherwise
resolved.

Consistent with its historical financial reporting, the Company has elected to classify interest and penalties related to
income tax liabilities, when applicable, as part of the interest expense in its condensed consolidated statement of
operations rather than income tax expense. The Company recognized approximately $nil and $nil in potential interest
and penalties associated with its provisions for uncertain tax positions for the three and nine months ended
September 30, 2013, respectively (2012 $0.1 million and $0.2 million, respectively).

(b) Income Tax Effect on Comprehensive Income

The income tax (expense) benefit related to the following items included in other comprehensive income are as
follows:

Three Months Nine Months
Ended September 30, Ended September 30,
2013 2012 2013 2012
As Revised As Revised
(note 3) (note 3)

Amortization of actuarial loss on defined benefit plan ~ $ (29) $ (23) $ (@87 $ (69)
Unrecognized actuarial loss on postretirement benefit

plan 8 25
Loss on curtailment of postretirement benefit plan (100)

Unrealized change in cash flow hedging instruments (138) (153) 68 (213)
Realization of net cash flow hedging settlements (46) 42 (35) 7
Foreign currency translation adjustments 26

Change in market value of available-for-sale

investment 42)
Other-than-temporary impairment of

available-for-sale investment (19)

$ (213 $ (126 $ (128 $§ (31D
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15. Capital Stock
(a) Authorized
Common Shares

The authorized capital of the Company consists of an unlimited number of common shares. The following is a
summary of the rights, privileges, restrictions and conditions of the common shares.

The holders of common shares are entitled to receive dividends if, as and when declared by the directors of the
Company, subject to the rights of the holders of any other class of shares of the Company entitled to receive dividends
in priority to the common shares.

The holders of the common shares are entitled to one vote for each common share held at all meetings of the
shareholders.

(b) Stock-Based Compensation

The Company issues stock-based compensation to eligible employees, directors and consultants under the Company s
2013 Long-Term Incentive Plan and the China Long Term Incentive Plan, as described below. No further awards may
be granted under the Company s Stock Option Plan.

On June 11, 2013, the Company s shareholders approved the IMAX 2013 Long-Term Incentive Plan ( IMAX LTIP ) at
the Company s Annual and Special Meeting. Awards to employees, directors and consultants under the IMAX LTIP
may consist of stock options, restricted share units ( RSUs ) and other awards.

The Company s Stock Option Plan ( SOP ) which shareholders approved in June 2008, permitted the grant of stock
options to employees, directors and consultants. As a result of the implementation of the IMAX LTIP on June 11,
2013, stock options will no longer be granted under the SOP.

A separate stock option plan, the China Long Term Incentive Plan (the China LTIP ) was adopted by a subsidiary of
the Company in October 2012.

The compensation costs recorded in the condensed consolidated statement of operations for all the plans were
$2.8 million and $8.8 million for the three and nine months ended September 30, 2013, respectively (2012  expense of
$2.8 million and $10.3 million, respectively).

As at September 30, 2013, the Company has reserved a total of 10,951,073 (December 31,2012  13,296,485) common
shares for future issuance under the SOP and IMAX LTIP. Of the common shares reserved for issuance, there are
options in respect of 6,683,471 common shares and RSUs in respect of 272,981 common shares outstanding at
September 30, 2013. At September 30, 2013, options in respect of 3,521,758 common shares were vested and
exercisable.

Stock Options

The Company s policy is to issue new common shares from treasury to satisfy stock options which are exercised.
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The Company utilizes a lattice-binomial option-pricing model ( Binomial Model ) to determine the fair value of
stock-based payment awards. The fair value determined by the Binomial Model is affected by the Company s stock
price as well as assumptions regarding a number of highly complex and subjective variables. These variables include,
but are not limited to, the Company s expected stock price volatility over the term of the awards, and actual and
projected employee stock option exercise behaviors. The Binomial Model also considers the expected exercise
multiple which is the multiple of exercise price to grant price at which exercises are expected to occur on average.
Option-prici