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IMAX CORPORATION
PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

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

Condensed Consolidated Balance Sheets as of June 30, 2023 and December 31, 2022

Condensed Consolidated Statements of Operations for the three and six months ended June 30, 2023 and 2022

Condensed Consolidated Statements of Comprehensive Income (Loss) for the three and six months ended June 30, 2023 and
2022

Condensed Consolidated Statements of Cash Flows for the six months ended June 30, 2023 and 2022

Condensed Consolidated Statements of Shareholders’ Equity for the three and six months ended June 30, 2023 and 2022
Notes to Condensed Consolidated Financial Statements
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IMAX CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands of U.S. Dollars, except share amounts)

(Unaudited)
June 30, December 31,
2023 2022
Assets
Cash and cash equivalents $ 95,266 $ 97,401
Accounts receivable, net of allowance for credit losses 125,764 136,142
Financing receivables, net of allowance for credit losses 125,450 129,384
Variable consideration receivables, net of allowance for credit losses 57,340 44,024
Inventories 37,291 31,534
Prepaid expenses 12,349 12,343
Film assets, net of accumulated amortization 8,162 5,277
Property, plant and equipment, net of accumulated depreciation 238,973 252,896
Investment in equity securities 1,046 1,035
Other assets 15,914 15,665
Deferred income tax assets, net of valuation allowance 11,450 9,900
Goodwill 52,815 52,815
Other intangible assets, net of accumulated amortization 33,886 32,738
Total assets $ 815,706 $ 821,154
Liabilities
Accounts payable $ 24,092 S 25,237
Accrued and other liabilities 116,658 117,286
Deferred revenue 67,715 70,940
Revolving credit facility borrowings, net of unamortized debt issuance costs 28,002 36,111
Convertible notes and other borrowings, net of unamortized discounts and debt issuance costs 228,039 226,912
Deferred income tax liabilities 13,587 14,900
Total liabilities 478,093 491,386
Commitments, contingencies and guarantees (see Note 7)
Non-controlling interests 732 722
Shareholders' equity
Capital stock common shares — no par value. Authorized — unlimited number.

54,620,083 issued and outstanding (December 31, 2022 — 54,148,614 issued and outstanding) 390,238 376,715
Other equity 175,374 185,678
Statutory surplus reserve 3,932 3,932
Accumulated deficit (284,208) (293,124)
Accumulated other comprehensive loss (14,622) (9,846)
Total shareholders’ equity attributable to common shareholders 270,714 263,355
Non-controlling interests 66,167 65,691
Total shareholders' equity 336,381 329,046
Total liabilities and shareholders' equity $ 815,706 $ 821,154

(See the accompanying notes, which are an integral part of these Condensed Consolidated Financial Statements.)



IMAX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands of U.S. Dollars, except per share amounts)

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,

2023 2022 2023 2022
Revenues
Technology sales $ 29360 $ 8,229 $§ 47,182 $ 17,205
Image enhancement and maintenance services 46,867 44,958 93,994 81,052
Technology rentals 19,546 18,525 39,604 31,186
Finance income 2,206 2,256 4,145 4,561

97,979 73,968 184,925 134,004
Costs and expenses applicable to revenues
Technology sales 13,771 4,218 21,003 10,203
Image enhancement and maintenance services 19,739 19,953 42,824 35,696
Technology rentals 6,582 5,761 13,160 12,298

40,092 29,932 76,987 58,197
Gross margin 57,887 44,036 107,938 75,807
Selling, general and administrative expenses 38,906 37,095 73,054 67,276
Research and development 2,762 1,356 4,617 2,552
Amortization of intangible assets 1,147 1,104 2,221 2,301
Credit loss expense, net 846 112 1,066 7,341
Asset impairments — 4,470 — 4,470
Executive transition costs — — 1,353 —
Income (loss) from operations 14,226 1o01) 25,627 (8,133)
Unrealized investment gains 28 30 72 64
Retirement benefits non-service expense (78) (138) (155) (277)
Interest income 693 417 1,100 919
Interest expense (1,795) (1,326) (3,562) (3,031)
Income (loss) before taxes 13,074 (1,118) 23,082 (10,458)
Income tax expense (3,461) (3,133) (8,346) (5,743)
Net income (loss) 9,613 (4,251) 14,736 (16,201)
Less: net (income) loss attributable to non-controlling interests (1,262) 1,400 (3,931) (259)
Net income (loss) attributable to common shareholders $ 8351 § (2851) $ 10,805 S (16,460)
Net income (loss) per share attributable to common shareholders:
Basic and diluted $ 0.15 § (0.05) $ 020 $  (0.28)
Weighted average shares outstanding (in thousands):
Basic 54,591 57,320 54,328 57,943
Diluted 55,320 57,320 55,145 57,943

(See the accompanying notes, which are an integral part of these Condensed Consolidated Financial Statements.)



IMAX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(In thousands of U.S. Dollars)

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2023 2022 2023 2022
Net income (loss) $ 9613 $§ (4,251) $ 14,736 $ (16,201)
Other comprehensive income (loss), before tax
Unrealized net gain (loss) from cash flow hedging instruments 688 (610) 822 (295)
Realized net loss from cash flow hedging instruments 123 66 462 95
Foreign currency translation adjustments (10,059) (13,521) (7,619) (12,941)
Defined benefit and postretirement benefit plans (176) 46 (352) 92
Total other comprehensive loss, before tax (9,424) (14,019) (6,687) (13,049)
Income tax (expense) benefit related to other comprehensive (loss) income (166) 130 (244) 28
Other comprehensive loss, net of tax (9,590) (13,889) (6,931) (13,021)
Comprehensive income (loss) 23 (18,140) 7,805 (29,222)
Comprehensive loss (income) attributable to non-controlling interests 1,582 5,306 (1,776) 3,480

Comprehensive income (loss) attributable to common shareholders $ 1,605 $ (12,834) $ 6,029 $§ (25,742

(See the accompanying notes, which are an integral part of these Condensed Consolidated Financial Statements.)



IMAX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands of U.S. Dollars)

(Unaudited)
Six Months Ended
June 30,
2023 2022

Operating Activities
Net income (loss) $ 14,736  $ (16,201)
Adjustments to reconcile net income (loss) to cash provided by (used in) operating activities:

Depreciation and amortization 27,198 27,023

Amortization of deferred financing costs 1,250 1,753

Credit loss expense, net 1,066 7,341

Write-downs 474 5,432

Deferred income tax benefit (3,279) (300)

Share-based and other non-cash compensation 12,533 13,966

Unrealized foreign currency exchange loss 175 841

Unrealized investment gains (72) (64)
Changes in assets and liabilities:

Accounts receivable 9,531 (14,745)

Inventories (6,118) (6,949)

Film assets (9,241) (10,420)

Deferred revenue (3,255) (5,291)

Changes in other operating assets and liabilities (19,143) (7,679)

Net cash provided by (used in) operating activities 25,855 (5,293)
Investing Activities
Purchase of property, plant and equipment (1,009) (2,934)
Investment in equipment for joint revenue sharing arrangements (4,033) (8,651)
Interest in film classified as a financial instrument — (4,731)
Acquisition of other intangible assets (3,478) (1,680)

Net cash used in investing activities (8,520) (17,996)
Financing Activities
Revolving credit facility borrowings 30,717 —
Repayments of revolving credit facility borrowings (38,886) =
Credit facility amendment fees paid — (2,028)
Other borrowings 315 —
Repurchase of common shares (4,011) (49,355)
Repurchase of common shares, IMAX China — (1,844)
Taxes withheld and paid on employee stock awards vested (6,458) (3,393)
Principal payment under finance lease obligations — (890)
Dividends paid to non-controlling interests (1,438) —

Net cash used in financing activities (19,761) (57,510)
Effects of exchange rate changes on cash 291 1,200
Decrease in cash and cash equivalents during period (2,135) (79,599)
Cash and cash equivalents, beginning of period 97,401 189,711
Cash and cash equivalents, end of period $ 95,266 $ 110,112

(See the accompanying notes, which are an integral part of these Condensed Consolidated Financial Statements.)



IMAX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(In thousands of U.S. Dollars)

(Unaudited)

Adjustments to capital stock:

Balance, beginning of period
Average carrying value of repurchased and retired common shares
Restricted share units vested, net of shares withheld for employee tax
obligations

Balance, end of period

Adjustments to other equity:

Balance, beginning of period
Amortization of share-based payment expense - stock options
Amortization of share-based payment expense - restricted share units
Amortization of share-based payment expense - performance stock units
Restricted share units vested
Change in ownership interest related to IMAX China common share
repurchases

Balance, end of period

Adjustments to statutory surplus reserve:

Balance, beginning of period

Balance, end of period

Adjustments to accumulated deficit:

Balance, beginning of period
Net income (loss) attributable to common shareholders
Common shares repurchased and retired

Balance, end of period

Adjustments to accumulated other comprehensive (loss) income:

Balance, beginning of period
Other comprehensive loss, net of tax

Balance, end of period

Adjustments to non-controlling interests:

Balance, beginning of period
Net income (loss) attributable to non-controlling interests
Other comprehensive loss, net of tax
Dividends paid to non-controlling shareholders of IMAX China
Share-based compensation attributable to non-controlling interests
Change in ownership interest related to IMAX China common share
repurchases

Balance, end of period

Total Shareholders' Equity

Three Months Ended Six Months Ended
June 30, June 30,
2023 2022 2023 2022
$ 389,500 $ 415362 $ 376,715 $ 409,979
(206) (25,106) 97) (28,768)
944 851 13,620 9,896
390,238 391,107 390,238 391,107
170,871 167,912 185,678 174,620
1 139 92 370
4,010 5,862 7,324 10,212
2,104 1,863 3,125 3,717
(1,612) (1,108) (20,845) (13,708)
— — — (543)
175,374 174,668 175,374 174,668
3,932 3,932 3,932 3,932
3,932 3,932 3,932 3,932
(292,409)  (251,194)  (293,124)  (234,975)
8,351 (2,851) 10,805 (16,460)
(150) (17,977) (1,889) (20,587)
(284,208)  (272,022)  (284,208)  (272,022)
(7,876) 3,228 (9,846) 2,527
(6,746) (9,983) (4,776) (9,282)
(14,622) (6,755) (14,622) (6,755)
69,090 74,081 65,691 73,531
1,261 (1,381) 3,921 275
(2,844) (3,906) (2,155) (3,739)
(1,438) (2,610) (1,438) (2,610)
98 371 148 399
— — — (1,301)
66,167 66,555 66,167 66,555
$ 336,881 §$§ 357485 $ 336,881 § 357,485

(See the accompanying notes, which are an integral part of these Condensed Consolidated Financial Statements.)



IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Tabular amounts in thousands of U.S. Dollars, unless otherwise stated)
(Unaudited)
1. Basis of Presentation

Accounting Principles

IMAX Corporation, together with its consolidated subsidiaries (the “Company” or “IMAX”), prepares its financial statements in
accordance with United States Generally Accepted Accounting Principles (“U.S. GAAP”) and pursuant to the rules and regulations of
the Securities and Exchange Commission. Certain information and footnote disclosures normally included in financial statements
prepared in accordance with U.S. GAAP have been condensed or omitted from this report, as is permitted by such rules and regulations.
In the Company’s opinion, the unaudited Condensed Consolidated Financial Statements reflect all adjustments of a normal recurring
nature that are necessary for a fair statement of the results for the interim periods presented. The Condensed Consolidated Balance Sheet
at December 31, 2022 was derived from the Company’s audited annual Consolidated Financial Statements, but does not contain all of
the footnote disclosures included in the annual financial statements. The interim results presented in the Company’s Condensed
Consolidated Statements of Operations are not necessarily indicative of results for a full year.

These Condensed Consolidated Financial Statements should be read in conjunction with the audited Consolidated Financial
Statements included in the Company’s 2022 Annual Report on Form 10-K (the “2022 Form 10-K”), which should be consulted for a
summary of the significant accounting policies utilized by the Company. These Condensed Consolidated Financial Statements are
prepared following the same accounting policies disclosed in the 2022 Form 10-K.

As disclosed in Note 13 to the Condensed Consolidated Financial Statements, in the first quarter of 2023, the Company revised its
reportable segments.

Principles of Consolidation

These Condensed Consolidated Financial Statements include the accounts of the Company together with its consolidated subsidiaries,
except for subsidiaries which have been identified as variable interest entities (“VIEs”) where the Company is not the primary
beneficiary. All intercompany accounts and transactions have been eliminated. The Company has evaluated its various variable interests
to determine whether they are VIEs as required by U.S. GAAP.

The Company has interests in ten film production companies, which have been identified as VIEs. The Company is the primary
beneficiary of and consolidates five of these entities as it has the power to direct the activities that most significantly impact the economic
performance of the VIE, and it has the obligation to absorb losses or the right to receive benefits from the respective VIE that could
potentially be significant. The majority of the assets relating to these production companies are held by the IMAX Original Film Fund
(the “Original Film Fund”) as described in Note 17(b). The Company does not consolidate the other five film production companies
because it does not have the power to direct their activities and it does not have the obligation to absorb the majority of the expected
losses or the right to receive expected residual returns. The Company uses the equity method of accounting for these entities, which are
not material to the Company’s Condensed Consolidated Financial Statements. A loss in the value of an equity method investment that
is other than temporary is recognized as a charge in the Condensed Consolidated Statements of Operations.

As of June 30, 2023 and December 31, 2022, total assets and liabilities of the Company’s consolidated VIEs are as follows:

June 30, December 31,
(In thousands of U.S. Dollars) 2023 2022
Total assets $ 1,556 $ 1,523
Total liabilities $ 262§ 248




Estimates and Assumptions

In preparing the Company’s Condensed Consolidated Financial Statements, management makes judgments in applying various
accounting policies. The areas of policy judgment are consistent with those reported in Note 3(b) of the Company’s audited Consolidated
Financial Statements included in its 2022 Form 10-K. Management also considers that its determination of operating and reporting
segments represents an area of judgment, and has made this conclusion on the basis of what comprises the discrete financial information
produced, but not provided to or used by its Chief Operating Decision Maker (“CODM?”) to carry out this function. In addition,
management makes assumptions about the Company’s future operating results and cash flows in deriving critical accounting estimates
used in preparing the Condensed Consolidated Financial Statements. The significant estimates made by management include, but are
not limited to: (i) the allocation of the transaction price in an IMAX System arrangement to distinct performance obligations; (ii) the
amount of variable consideration to be earned on sales of IMAX Systems based on projections of future box office performance; (iii)
expected credit losses on accounts receivable, financing receivables, and variable consideration receivables; (iv) provisions for the write-
down of excess and obsolete inventory; (v) the fair values of the reporting units used in assessing the recoverability of goodwill; (vi) the
cash flow projections used in testing the recoverability of long-lived assets such as the system equipment supporting joint revenue
sharing arrangements; (vii) the economic lives of the system equipment supporting joint revenue sharing arrangements; (viii) the useful
lives of intangible assets; (ix) the ultimate revenue forecasts used to test the recoverability of film assets; (x) the discount rates used to
determine the present value of financing receivables and lease liabilities, as well as to determine the fair values of the Company’s
reporting units for the purpose of assessing the recoverability of goodwill; (xi) pension plan assumptions; (Xii) estimates related to the
fair value and projected vesting of share-based payment awards; (xiii) the valuation of deferred income tax assets; and (xiv) reserves
related to uncertain tax positions.

2. Recently Issued Accounting Standards
Adoption of New Accounting Policies

In March 2022, the FASB issued ASU No. 2022-02, “2022-02: Financial Instruments — Credit Losses (Topic 326): Troubled Debt
Restructurings and Vintage Disclosures” (“ASU 2022-02”). ASU 2022-02 amends and eliminates the accounting guidance for Troubled
Debt Restructurings by creditors, while enhancing disclosure requirements for certain loan refinancings and restructurings by creditors
when a borrower is experiencing financial difficulty and requires for public business entities, to disclose current-period gross write offs
by year of origination for financing receivables and net investments in leases. ASU 2022-02 is effective for fiscal years beginning after
December 15, 2022, including interim periods within those fiscal years. Early adoption is permitted. The Company adopted ASU 2022-
02 on January 1, 2023. The adoption of ASU 2022-02 did not have a material impact on the Company’s Condensed Consolidated
Financial Statements.

In September 2022, the FASB issued ASU No. 2022-04, “2022-04: Liabilities — Supplier Finance Programs (Subtopic 405-50):
Disclosure of Supplier Finance Program Obligations” (“ASU 2022-04). ASU 2022-04 requires that a buyer in a supplier finance
program disclose sufficient information about the program to allow a user of financial statements to understand the program’s nature,
activity during the period, changes from period to period, and potential magnitude. ASU 2022-04 is effective for fiscal years beginning
after December 15, 2022, including interim periods within those fiscal years. Early adoption is permitted. The Company adopted ASU
2022-04 on January 1, 2023. The adoption of ASU 2022-04 did not have a material impact on the Company’s Condensed Consolidated
Financial Statements.

Recently Issued FASB Accounting Standard Codification Updates Not Yet Adopted

The Company considers the applicability and impact of all FASB ASUs that are recently issued, but not yet effective. ASUs that are
not noted above were assessed and determined to be not applicable or not significant to the Company’s Condensed Consolidated
Financial Statements for the period ended June 30, 2023.

3. Receivables

The ability of the Company to collect its receivables is principally dependent on the viability and solvency of individual theater
operators which is significantly influenced by consumer behavior and general economic conditions. Theater operators, or other
customers, may experience financial difficulties that could result in them being unable to fulfill their payment obligations to the
Company.
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In order to mitigate the credit risk associated with its receivables, management performs an initial credit evaluation prior to entering
into an arrangement with a customer and then regularly monitors the credit quality of each customer through an analysis of collections
history and aging. This monitoring process includes meetings on at least a monthly basis to identify credit concerns and potential changes
in credit quality classification. A customer may improve their credit quality classification once a substantial payment is made on an
overdue balance or when the customer has agreed to a payment plan and payments have commenced in accordance with that plan.
Changes in credit quality classification are dependent upon management approval. The Company’s internal credit quality classifications
for theater operators are as follows:

e  Good Standing — The theater operator continues to be in good standing as payments and reporting are received on a regular
basis.

e  Credit Watch — The theater operator has demonstrated a delay in payments, but continues to be in active communication
with the Company. Theater operators placed on Credit Watch are subject to enhanced monitoring. In addition, depending on
the size of the outstanding balance, length of time in arrears, and other factors, future transactions may need to be approved
by management. These receivables are in better condition than those in the Pre-Approved Transactions Only category, but
are not in as good condition as the receivables in the Good Standing category.

e Pre-Approved Transactions Only — The theater operator has demonstrated a delay in payments with little or no
communication with the Company. All services and shipments to the theater operator must be reviewed and approved by
management. These receivables are in better condition than those in the All Transactions Suspended category, but are not in
as good condition as the receivables in the Credit Watch category. In certain situations, a theater operator may be placed on
nonaccrual status and all revenue recognition related to the theater may be suspended, including the accretion of Finance
Income for Financing Receivables.

e  All Transactions Suspended — The theater operator is severely delinquent, non-responsive or not negotiating in good faith
with the Company. Once a theater operator is classified within the All Transactions Suspended category, the theater is placed
on nonaccrual status and all revenue recognitions related to the theater are suspended, including the accretion of Finance
Income for Financing Receivables.

During the period when the accretion of Finance Income is suspended for Financing Receivables, any payments received from a
customer are applied against the outstanding balance owed. If payments are sufficient to cover any unreserved receivables, a reversal of
the provision is recorded to the extent of the residual cash received. Once the collectability issues are resolved and the customer has
returned to being in good standing, the Company will resume recognition of Finance Income.

When a customer’s aging exceeds 90 days, the Company’s policy is to perform an enhanced review to assess collectability of the
theater’s past due accounts. The over 90 days past due category may be an indicator of potential impairment as up to 90 days outstanding
is considered to be a reasonable time to resolve any issues.

The Company develops an estimate of expected credit losses by class of receivable and customer type through a calculation that
utilizes historical loss rates, which are then adjusted for specific receivables that are judged to have a higher-than-normal risk profile
after considering management’s internal credit quality classifications. Additional credit loss provisions are also recorded taking into
account macro-economic and industry risk factors. The write-off of any billed receivable balance requires the approval of management.

Commencing in March 2022, in response to numerous sanctions imposed by the United States, Canada and the European Union on
companies transacting in Russia and Belarus resulting from ongoing conflict between Russia and Ukraine, the Company suspended its
operations in Russia and Belarus. In the first quarter of 2022, the Company recorded provisions for potential credit losses against
substantially all of its receivables in Russia due to uncertainties associated with the ongoing conflict and resulting sanctions. These
receivables relate to existing sale agreements as the Company is not party to any joint revenue sharing arrangements in these countries.
In addition, beginning in the first quarter of 2022, exhibitors in Russia, Ukraine, and Belarus were placed on nonaccrual status for
maintenance revenue and finance income. Beginning in the second quarter of 2023, due to the resumption of operations throughout
Ukraine’s theatrical exhibition industry, as evidenced by the reopening of all eight IMAX Systems in Ukraine and payments received
from exhibitor customers, the Company recognized maintenance revenue and finance income. The Company continues to closely
monitor the evolving impacts of this conflict (including the sanctions imposed by the United States, Canada and the European Union)
and its effects on the global economy and the Company.
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On September 7, 2022, Cineworld, the parent company of Regal, and certain of its subsidiaries and Regal CineMedia Holdings, LLC,
filed petitions for reorganization under Chapter 11 of the United States Bankruptcy Code in the Southern District of Texas. The Company
had an unsecured pre-petition claim of $11.4 million related to receivables from the entities included in the reorganization proceedings.
On October 21, 2022, the Company was ratified by the bankruptcy court as a critical vendor of Cineworld, allowing the Company to
collect pre-petition amounts owed to it by Cineworld, and requiring Cineworld to stay current on the Company’s post-petition
receivables. On November 8, 2022, IMAX Corporation entered into a trade agreement with Cineworld (the “Trade Agreement”),
pursuant to which Cineworld affirmed its pre-petition obligations to the Company and its post-petition obligations to the Company
during the Chapter 11 proceedings, the amount of the receivables owed to the Company and agreed to a payment plan under which all
amounts due will be settled over the period from November 9, 2022 to April 12, 2023. As of April 17, 2023, the Company had received
all of the payments due from Cineworld in accordance with the terms of the Trade Agreement with respect to the pre-petition obligations.
Cineworld had its Plan of Reorganization approved by the Court on June 28, 2023, in which it disclosed that it plans to emerge from the
Chapter 11 proceedings on or about July 28, 2023. As part of the Plan, Cineworld agreed to assume the Global Agreement between
IMAX and the Cineworld entities (the “Assumption”). The Assumption shall expressly provide for (i) Cineworld’s assumption of the
Global Agreement, (ii) Cineworld’s payment of all current arrears and (iii) a revised schedule of system installations. Based on its
evaluation of its contracts with Cineworld, its assessment of the reorganization and its discussions with Cineworld to date, the Company
has determined that no additional provision for expected credit losses is required. The Company also does not expect to see a material
impact on its IMAX network with Cineworld resulting from this reorganization. There can, however, be no guarantees as to the ultimate
outcome of a Chapter 11 proceeding.

Management’s judgments regarding expected credit losses are based on the facts available to management and involve estimates
about the future. As a result, the Company’s judgments and associated estimates of credit losses may ultimately prove, with the benefit
of hindsight, to be incorrect. The impacts of inflation, and rising interest rates may impact future credit losses. The Company will
continue to monitor economic trends and conditions and portfolio performance and adjust its allowance for credit loss accordingly.

Accounts Receivable

Accounts receivable principally includes amounts currently due to the Company under IMAX System sale and sales-type lease
arrangements, contingent fees owed by theater operators as a result of box office performance, and fees for maintenance services.
Accounts receivable also includes amounts due to the Company from movie studios and other content creators principally for digitally
remastering films into IMAX formats, as well as for film distribution and post-production services.

The following tables summarize the activity in the allowance for credit losses related to Accounts Receivable for the three and six
months ended June 30, 2023 and 2022:

Three Months Ended June 30, 2023

Six Months Ended June 30, 2023

Theater Theater
(In thousands of U.S. Dollars) Operators Studios Other Total Operators Studios Other Total
Beginning balance $ 10824 § 1,707 $ 1,297 $ 13,828 § 11,144 $§ 1,699 $ 1,276 $ 14,119
Current period provision
(reversal), net 1,704 (802) 189 $ 1,091 1,439 (799) 210 850
Write-offs (682) — — $  (682) (797) — — (797)
Foreign exchange (206) (11) — 3 (217) (146) (6) — (152)
Ending balance § 11,640 $ 894 § 1486 $ 14,020 §$ 11,640 §$ 894 $§ 1486 $ 14,020
Three Months Ended June 30, 2022 Six Months Ended June 30, 2022
Theater Theater
(In thousands of U.S. Dollars) Operators Studios Other Total Operators Studios Other Total
Beginning balance $ 10,831 $§ 1,995 §$§ 1358 § 14,184 § 887 $ 1994 § 1,085 $ 11,946
Current period provision
(reversal), net 134 (104) (57) 27) 2,115 (101) 216 2,230
Write-offs (43) (124) (394) (561) (43) (124) (394) (561)
Foreign exchange (218) (23) — (241) (235) (25) — (260)
Ending balance § 10,704 § 1,744 $ 907 $ 13355 § 10,704 $ 1,744 $ 907 $ 13,355

For the three and six months ended June 30, 2023, the Company’s allowance for current expected credit losses related to Accounts
Receivable increased by $0.2 million and decreased by less than $0.1 million, respectively.
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For the three and six months ended June 30, 2022, the Company’s allowance for current expected credit losses related to Accounts
Receivable decreased by $0.8 million and increased by $2.4 million respectively, principally due to reserves established against its
receivables in Russia due to uncertainties associated with the ongoing Russia-Ukraine conflict, partially offset by the reversal of
provisions associated with the COVID-19 pandemic.

Financing Receivables

Financing receivables are due from theater operators and consist of the Company’s net investment in sales-type leases and receivables
associated with financed sales of IMAX Systems. As of June 30, 2023 and December 31, 2022, financing receivables consist of the
following:

June 30, December 31,
(In thousands of U.S. Dollars) 2023 2022
Net investment in leases
Gross minimum payments due under sales-type leases $ 30,480 S 29,727
Unearned finance income (511) (619)
Present value of minimum payments due under sales-type leases 29,969 29,108
Allowance for credit losses (689) (776)
Net investment in leases 29,280 28,332
Financed sales receivables
Gross minimum payments due under financed sales 135,628 141,337
Unearned finance income (28,431) (29,340)
Present value of minimum payments due under financed sales 107,197 111,997
Allowance for credit losses (11,027) (10,945)
Net financed sales receivables 96,170 101,052
Total financing receivables $ 125450 $ 129,384
Net financed sales receivables due within one year $ 31,445 $ 32,366
Net financed sales receivables due after one year 64,725 68,686
Total financed sales receivables $ 96,170  $ 101,052

As of June 30,2023 and December 31, 2022, the weighted-average remaining lease term and weighted-average interest rate associated
with the Company’s sales-type lease arrangements and financed sale receivables, as applicable, are as follows:

June 30, December 31,
2023 2022
Weighted-average remaining lease term (in years)
Sales-type lease arrangements 8.7 9.0
Weighted-average interest rate
Sales-type lease arrangements 8.10% 8.23%
Financed sales receivables 8.94% 8.79%
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The tables below provide information on the Company’s net investment in leases by credit quality indicator as of June 30, 2023 and
December 31, 2022. The amounts disclosed for each credit quality classification are determined on a customer-by-customer basis and
include both billed and unbilled amounts.

(In thousands of U.S. Dollars) By Origination Year

As of June 30, 2023 2023 2022 2021 2020 2019 Prior Total
Net investment in leases:

Credit quality classification:

In good standing $ 2075 $ 3576 $ 6,506 $ 2424 $§ 2,059 $ 1,509 $ 18,149
Credit Watch — — — — — — —
Pre-approved transactions — 25 2,949 1,511 5,092 1,842 11,419
Transactions suspended — — — — — 401 401
Total net investment in leases $ 2075 $ 3601 $§ 9455 $ 3935 § 7,151 $ 3,752 $ 29,969
(In thousands of U.S. Dollars) By Origination Year
As of December 31, 2022 2022 2021 2020 2019 2018 Prior Total

Net investment in leases:
Credit quality classification:

In good standing $ 4148 $ 6969 § 2494 § 1977 $ — $ 1,016 $ 16,604
Credit Watch — — — — — — —
Pre-approved transactions — 3,089 1,162 5,401 2,451 — 12,103
Transactions suspended — — — — — 401 401
Total net investment in leases $ 4148 $ 10,058 $ 3,656 $ 7378 $ 2451 $ 1417 $ 29,108

The tables below provide information on the Company’s financed sale receivables by credit quality indicator as of June 30, 2023 and
December 31, 2022. The amounts disclosed for each credit quality classification are determined on a customer-by-customer basis and
include both billed and unbilled amounts.

(In thousands of U.S. Dollars) By Origination Year

As of June 30, 2023 2023 2022 2021 2020 2019 Prior Total
Financed sales receivables:

Credit quality classification:

In good standing $§ 4012 $§ 6,198 $ 5895 $ 5693 $§ 8940 $ 45363 $ 76,101
Credit Watch — — — — 558 773 1,331
Pre-approved transactions 97 313 3,016 1,558 1,774 10,206 16,964
Transactions suspended — — 1,220 143 1,252 10,186 12,801
Total financed sales receivables $ 4109 $ 6511 $ 10,131 $ 7,394 $ 12,524 $ 66,528 $ 107,197
(In thousands of U.S. Dollars) By Origination Year
As of December 31, 2022 2022 2021 2020 2019 2018 Prior Total

Financed sales receivables:
Credit quality classification:

In good standing $ 10252 $§ 8643 $ 6280 $ 8541 $§ 9854 §$§ 39912 $§ 83,482
Credit Watch — — — — — 1,152 1,152
Pre-approved transactions — 2,318 1,399 1,134 1,449 9,243 15,543
Transactions suspended 272 664 142 1,269 1,197 8,276 11,820
Total financed sales receivables $ 10524 $ 11,625 § 7821 $ 10944 § 12500 $ 58,583 § 111,997

14



The following tables provide an aging analysis for the Company’s net investment in leases and financed sale receivables as of June 30,
2023 and December 31, 2022:

As of June 30, 2023

Accrued Allowance
and 30-89 90+ Recorded for Credit
(In thousands of U.S. Dollars) Current Days Days Billed Unbilled Receivable Losses Net
Net investment in leases $ 264 $ 336 $ 3,324 $§ 3,924 §$ 26,045 $ 29,969 $ (689) $ 29,280
Financed sales receivables 1,313 1,616 10,288 13,217 93,980 $107,197 (11,027) 96,170
Total $ 1577 $§ 1952 §$ 13,612 § 17,141 $120,025 $137,166 $ (11,716) $ 125,450
As of December 31, 2022
Accrued Allowance
and 30-89 90+ Recorded for Credit
(In thousands of U.S. Dollars) Current Days Days Billed Unbilled Receivable Losses Net
Net investment in leases $ 237 $ 216 $ 2,593 $ 3,046 $ 26,062 $ 29,108 $ (776) $ 28332
Financed sales receivables 2,269 1,307 12,793 16,369 95,628 111,997 (10,945) 101,052
Total § 2506 $§ 1,523 § 15386 § 19,415 $121,690 $141,105 §$ (11,721) $129,384

The following tables provide information about the Company’s net investment in leases and financed sale receivables with billed
amounts past due for which it continues to accrue finance income as of June 30, 2023 and December 31, 2022. The amounts disclosed
for each credit quality classification are determined on a customer-by-customer basis and include both billed and unbilled amounts.

As of June 30, 2023

Accrued Allowance
and for Credit
(In thousands of U.S. Dollars) Current 30-89 Days 90+ Days Billed Unbilled Losses Net
Net investment in leases $ 205 $ 318 $ 3324 $ 3847 $ 19,729 $ (294) § 23282
Financed sales receivables 779 1,292 9,774 11,845 39,772 (1,676) 49,941
Total $ 984 $ 1,610 $§ 13,098 $ 15692 $§ 59,501 $ (1,970) $§ 73,223
As of December 31, 2022
Accrued Allowance
and for Credit
(In thousands of U.S. Dollars) Current 30-89 Days 90+ Days Billed Unbilled Losses Net
Net investment in leases $ 190 $ 181 § 2,593 $ 2964 $ 17,070 $ (230) $ 19,804
Financed sales receivables 1,550 1,115 10,814 13,479 43,172 (1,587) 55,064
Total $ 1,740 § 1,206 $§ 13,407 $ 16443 $§ 60242 $ (1,817) $§ 74,868

The following table provides information about the Company’s net investment in leases and financed sale receivables that are on
nonaccrual status as of June 30, 2023 and December 31, 2022:

As of June 30, 2023 As of December 31, 2022
Allowance Allowance
Recorded for Credit Recorded for Credit
(In thousands of U.S. Dollars) Receivable Losses Net Receivable Losses Net
Net investment in leases $ 401 $ (401) $ — $ 401 $ (401) $ —
Net financed sales receivables 29,765 (7,530) 22,235 27,364 (9,589) 17,775
Total $ 30166 $ (7,931) $ 22235 $ 27,765 $ (9,990) $ 17,775

For the three and six months ended June 30, 2023, the Company recognized less than $0.1 million (2022 — less than $0.1 million
and $0.1 million, respectively) in Finance Income related to the net investment in leases with billed amounts past due. For the three and
six months ended June 30, 2023 and 2022, the Company did not recognize Finance Income related to the net investment in leases on
nonaccrual status. For the three and six months ended June 30, 2023, the Company recognized $0.9 million and $1.7 million (2022 —
$1.3 million and $2.0 million, respectively) in Finance Income related to the financed sale receivables with billed amounts past due. For
the three and six months ended June 30, 2023, the Company recognized less than $0.1 million (2022 — $0.3 million and $0.5 million,
respectively) in Finance Income related to the financed sales receivables in nonaccrual status.
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The following tables summarize the activity in the allowance for credit losses related to the Company’s net investment in leases
and financed sale receivables for the three and six months ended June 30, 2023 and 2022:

Three Months Ended June 30, 2023 Six Months Ended June 30, 2023
Net Investment Financed Net Investment Financed
(In thousands of U.S. Dollars) in Leases Sales Receivables in Leases Sales Receivables
Beginning balance $ 778 $ 11,533  $ 776 $ 10,945
Current period reversal, net (79) (336) (81) 213
Write-offs — — — —
Foreign exchange (10) (170) (6) (131)
Ending balance $ 689 $ 11,027 $ 689 $ 11,027
Three Months Ended June 30, 2022 Six Months Ended June 30, 2022
Net Investment Net Financed Net Investment Net Financed
(In thousands of U.S. Dollars) in Leases Sales Receivables in Leases Sales Receivables
Beginning balance $ 706 $ 11,135  $ 798 $ 5,414
Current period (reversal) provision, net )] 67 (94) 5,775
Write-offs — — — —
Foreign exchange (17) (164) (16) (151)
Ending balance $ 688 $ 11,038 $ 688 $ 11,038

For the three and six months ended June 30, 2023, the Company’s allowance for current expected credit losses related to its net
investment in leases and financed sale receivables decreased by $0.6 million and increased by less than $0.1 million, respectively.

For the three and six months ended June 30, 2022, the Company’s allowance for current expected credit losses related to its net
investment in leases and financed sale receivables decreased by $0.1 million and increased by $5.5 million, respectively. The increase
is principally due to reserves established against its receivables in Russia due to uncertainties associated with the ongoing Russia-
Ukraine conflict and resulting sanctions, partially offset by the reversal of provisions associated with the COVID-19 pandemic as the
outlook for the theatrical exhibition industry in Domestic and Rest of World markets improved.

Variable Consideration Receivables

In sale arrangements, variable consideration may become due to the Company from theater operators if certain annual minimum box
office receipt thresholds are exceeded. Such variable consideration is recorded as revenue in the period when the sale is recognized and
adjusted in future periods based on actual results and changes in estimates. Variable consideration is only recognized to the extent the
Company believes there is not a risk of significant revenue reversal.

The following table summarizes the activity in the Allowance for Credit Losses related to Variable Consideration Receivables for the
three and six months ended June 30, 2023 and 2022:

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Theater Theater Theater Theater
(In thousands of U.S. Dollars) Operators Operators Operators Operators
Beginning balance $ 526 $ 439 § 610 $ 1,082
Current period provision (reversal), net 183 73 97 (570)
Write-offs — — _ _
Foreign exchange 4) © (2) &)
Ending balance $ 705 § 503 § 705 § 503

For the three and six months ended June 30, 2023, the Company’s allowance for current expected credit losses related to Variable
Consideration Receivables increased by $0.2 million and $0.1 million, respectively.

For the three and six months ended June 30, 2022, the Company’s allowance for current expected credit losses related to Variable
Consideration Receivables increased by $0.1 million and decreased by $0.6 million, respectively. This decrease is principally due to the
reversal of provisions associated with the COVID-19 pandemic as the outlook for the theatrical exhibition industry in Domestic and
Rest of World markets improved.
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4. Lease Arrangements
(a) IMAX Corporation as a Lessee

The Company’s operating lease arrangements principally involve office and warehouse space. Office equipment is generally
purchased outright. Leases with an initial term of less than 12 months are not recorded on the Condensed Consolidated Balance Sheets
and the related lease expense is recognized on a straight-line basis over the lease term. Most of the Company’s leases include one or
more options to renew, with renewal terms that can extend the lease term from one to five years or more. The Company has determined
that it is reasonably certain that the renewal options on its warehouse leases will be exercised based on previous history, its current
understanding of future business needs and its level of investment in leasehold improvements, among other factors. The incremental
borrowing rate used in the calculation of the Company’s lease liabilities is based on the location of each leased property. None of the
Company’s leases include options to purchase the leased property. The depreciable lives of right-of-use assets and related leasehold
improvements are limited by the expected lease term. The Company’s lease agreements do not contain any material residual value
guarantees or material restrictive covenants. The Company rents or subleases certain office space to third parties, which have a remaining
term of less than 12 months and are not expected to be renewed.

In the second quarter of 2022, the Company entered into a finance lease arrangement involving equipment used to facilitate the
delivery of live events to certain IMAX locations. The lease arrangement includes an option for the Company to purchase the equipment
at the end of the lease term that is reasonably certain to be exercised. The resulting right-of-use assets are being depreciated from the
lease commencement dates over the useful life of the underlying equipment. The incremental borrowing rate used in the calculation of
the lease liabilities is based on the rate of interest the Company would have to pay to borrow on a collateralized basis over a similar
term. No finance lease costs were recorded during the three and six months ended June 30, 2022 as the lease commencement dates
occurred at the end of the second quarter in 2022.

For the three and six months ended June 30, 2023 and 2022, the components of lease expense recorded within Selling, General and
Administrative Expenses are as follows:

Three Months Ended June 30, Six Months Ended June 30,

(In thousands of U.S. Dollars) 2023 2022 2023 2022
Operating lease cost:

Amortization of operating lease assets $ 556 S 669 $ 1280 § 1,362

Interest on operating lease liabilities 192 201 396 416

Short-term and variable lease costs 149 168 300 328
Finance lease cost:

Amortization of finance lease assets 99 N/A 199 N/A

Interest on finance lease liabilities 14 N/A 28 N/A
Total lease cost $ 1,010 $ 1,038 $ 2203 $ 2,106

For the six months ended June 30, 2023 and 2022, supplemental cash and non-cash information related to leases is as follows:

Six Months Ended June 30,

(In thousands of U.S. Dollars) 2023 2022
Cash paid for amounts included in the measurement of lease liabilities:
Operating leases $ 1,860 $ 1,679
Finance leases $ — 890
Supplemental disclosure of noncash leasing activities:
Right-of-use assets obtained in exchange for operating lease obligations $ 233 § 622
Right-of-use assets obtained in exchange for finance lease obligations $ — 950
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As of June 30, 2023 and December 31, 2022, supplemental balance sheet information related to leases is as follows:

June 30, December 31,

(In thousands of U.S. Dollars) 2023 2022
Assets Balance Sheet Location

Operating lease right-of-use assets Property, plant and equipment $ 11,175 $ 12,341
Finance lease right-of-use assets Property, plant and equipment $ 1,619 § 1,876
Liabilities Balance Sheet Location

Operating lease liabilities Accrued and other liabilities $ 13,287  $ 14,461
Finance lease liabilities() Accrued and other liabilities $ 981 $ 1,011

(1) Recorded net of a $0.9 million upfront payment made upon execution of the finance lease arrangement.

As of June 30, 2023 and December 31, 2022, the weighted-average remaining lease term and weighted-average interest rate associated
with the Company’s leases are as follows:

June 30, December 31,
2023 2022

Operating leases:

Weighted-average remaining lease term (years) 5.7 6.0

Weighted-average discount rate 5.92% 5.90%
Finance leases:

Weighted-average remaining lease term (years) 4.2 4.7

Weighted-average discount rate 6.00% 6.00%

As of June 30, 2023, the maturities of the Company’s operating and finance lease liabilities are as follows:

(In thousands of U.S. Dollars) Operating Leases Finance Leases
2023 (six months remaining) $ 1,788 $ 508
2024 3,021 508
2025 2,453 —
2026 2,081 —
2027 2,106 —
Thereafter 4,237 —
Total lease payments $ 15,686 $ 1,016
Less: interest expense (2,399) (35
Present value of lease liabilities $ 13,287 $ 981

(b) IMAX Corporation as a Lessor

The Company provides IMAX Systems to customers through long-term lease arrangements that for accounting purposes are classified
as sales-type leases. Under these arrangements, in exchange for providing the IMAX System, the Company earns fixed upfront and
ongoing consideration. Certain arrangements that are legal sales are also classified as sales-type leases as certain clauses within the
arrangements limit transfer of title or provide the Company with conditional rights to the system. The customer’s rights under the
Company’s sales-type lease arrangements are described in Note 3(o) of the Company’s audited Consolidated Financial Statements
included in its 2022 Form 10-K. Under the Company’s sales-type lease arrangements, the customer has the ability and the right to
operate the hardware components or direct others to operate them in a manner determined by the customer. The Company’s lease
portfolio terms are typically non-cancellable for 10 years or longer with renewal provisions from inception. The Company’s sales-type
lease arrangements do not contain a guarantee of residual value at the end of the lease 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 an extended warranty generally after the first
year of the lease until the end of the lease term. The customer is responsible for obtaining insurance coverage for the IMAX System
commencing on the date specified in the arrangement’s shipping terms and ending on the date the IMAX System is returned to the
Company.
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The Company also provides IMAX Systems to customers through joint revenue sharing arrangements. Under the traditional form of
these arrangements, in exchange for providing the IMAX System under a long-term lease, the Company earns rent based on a percentage
of contingent box office receipts and, in some cases, concession revenues, rather than requiring the customer to pay a fixed upfront fee
or annual minimum payments. Under certain other joint revenue sharing arrangements, known as hybrid arrangements, the customer is
responsible for making fixed upfront payments prior to the delivery and installation of the IMAX System. Under joint revenue sharing
arrangements, the customer has the ability and the right 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 years or longer
with renewal provisions. Title to the IMAX System under a joint revenue sharing arrangement generally 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 lease 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 an extended warranty throughout the term. The customer is responsible for obtaining insurance coverage for the IMAX System
commencing on the date specified in the arrangement’s shipping terms and ending on the date the IMAX System is returned to the
Company.

The following lease payments are expected to be received by the Company for its sales-type leases and joint revenue sharing
arrangements in each of the next five years and thereafter following the June 30, 2023 balance sheet date:

Sales-Type Joint Revenue
(In thousands of U.S. Dollars) Leases Sharing Arrangements
2023 (six months remaining) $ 1,506 $ 86
2024 3,158 69
2025 3,049 27
2026 2,971 —
2027 2,905 —
Thereafter 16,595 —
Total $ 30,184 $ 182
5. Inventories
As of June 30, 2023 and December 31, 2022, Inventories consist of the following:
June 30, December 31,

(In thousands of U.S. Dollars) 2023 2022
Raw materials $ 31,212 $ 25,365
Work-in-process 2,743 2,034
Finished goods 3,336 4,135

$ 37291  $ 31,534

As of June 30, 2023, Inventories include finished goods of $5.3 million (December 31, 2022 — $3.5 million) for which title had
passed to the customer, but the criteria for revenue recognition were not met as of the balance sheet date.

During the three and six months ended June 30, 2023, the Company had recorded write-downs of $0.1 million (2022 — $0.3 million)
in Costs and Expenses Applicable to Revenues — Technology Sales.
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6. Borrowings
(a) Revolving Credit Facility Borrowings, Net

As of June 30, 2023 and December 31, 2022, Revolving Credit Facility Borrowings, Net includes the following:

June 30, December 31,
(In thousands of U.S. Dollars) 2023 2022
Wells Fargo Credit Facility borrowings $ 20,000 S 25,000
HSBC China Facility borrowings 8,917 12,496
Bank of China Facility borrowings 361 374
Unamortized debt issuance costs (1,276) (1,759)
Revolving Credit Facility Borrowings, net $ 28,002 $ 36,111

Wells Fargo Credit Agreement

On March 25, 2022, the Company entered into a Sixth Amended and Restated Credit Agreement with Wells Fargo Bank, National
Association, as agent (the “Agent”), and a syndicate of lenders party thereto (the “Credit Agreement”), which extended the maturity
date of the credit facility under the Credit Agreement (the “Credit Facility”) from June 28, 2023 to March 25, 2027. The Company’s
obligations under the Credit Agreement are guaranteed by certain of the Company’s subsidiaries (the “Guarantors”), and are secured by
first-priority security interests in substantially all of the assets of the Company and the Guarantors.

The Credit Agreement has a revolving borrowing capacity of $300.0 million, and contains an uncommitted accordion feature allowing
the Company to further increase its borrowing capacity by the greater of $140.0 million, for a total of $440.0 million, or by the
Company’s EBITDA for the sum of the four most recently ended fiscal quarters, subject to certain conditions, depending on the mix of
revolving loans and/or term loans under the incremental facility and subject to conditions set forth in the Credit Agreement.

The Credit Facility requires that the Company maintain a maximum Senior Secured Net Leverage Ratio (as defined in the Credit
Agreement) of no greater than 3.25:1.00, on the last day of each Fiscal Quarter. The Senior Secured Net Leverage Ratio is the ratio of
Total Debt (as defined in the Credit Agreement), secured by liens, net of unrestricted cash and cash equivalents held outside of the
People’s Republic of China (“the PRC”) to a maximum of $75.0 million, relative to Adjusted EBITDA per Credit Facility for the four
prior quarters. The Senior Secured Net Leverage Ratio is calculated using Adjusted EBITDA per Credit Facility determined on a trailing
twelve-month basis. The Company was in compliance with this requirement as of June 30, 2023 as the Senior Secured Net Leverage
Ratio was 0.00:1.00.

Loans under the Credit Facility bear interest, at the Company’s option, at (i) Term Secure Overnight Financing Rate (“SOFR”),
Eurocurrency Rate or Canadian Dollar Offered Rate (“CDOR”) plus a margin ranging from 1.00% to 1.75% per annum,; or (ii) the U.S.
base rate or the Canadian prime rate plus a margin ranging from 0.25% to 1.00% per annum, in each case depending on the Company’s
total leverage ratio. In no event will Term SOFR, Eurocurrency Rate or CDOR Rate be less than 0.00% per annum.

As of June 30, 2023, borrowings under the Credit Facility were $20.0 million (December 31, 2022 — $25.0 million) and bear interest
at Term SOFR, plus a margin of 1.75% per annum based on the Company’s total leverage ratio. The effective interest rate for the three
and six months ended June 30, 2023 was 6.85% and 6.59%. There were no amounts drawn under the Credit Facility during the six
months ended June 30, 2022.

The Credit Agreement contains customary affirmative and negative covenants, including covenants that limit indebtedness, liens,
asset sales, investments and restricted payments, in each case subject to negotiated exceptions and baskets. The Credit Agreement also
contains customary representations, warranties and event of default provisions.

The Company incurred fees of approximately $2.5 million in connection with the March 25, 2022 amendment of the Credit
Agreement, which are being amortized on a straight-line basis over the term of the Credit Agreement. In the first quarter of 2022, the
Company expensed $0.4 million in unamortized deferred financing costs associated with lenders that are no longer parties to the Credit
Agreement.

As of June 30, 2023 and December 31, 2022, the Company did not have any letters of credit or advance payment guarantees
outstanding under the Credit Facility. As of June 30, 2023, the amount available for future borrowings under the Credit Facility was
$280.0 million.
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In conjunction with the transaction described in Note 18 — Subsequent Event, the Company obtained a consent on June 30, 2023
under the Credit Facility to temporarily increase the Letter of Credit Accommodations Sublimit from $25.0 million to $130.0 million.
On July 11, 2023, the Company obtained a Standby Letter of Credit (“LC”) in the amount of $130.0 million in favor of Morgan Stanley
Asia Limited, the financial adviser for the transaction, to provide certainty of funds for the proposed proceeds and transaction costs
payable with respect to the transaction. The LC and the temporary increase of the Sublimit will expire upon the earlier of the draw or
cancellation of the LC by Morgan Stanley or January 15, 2024.

Foreign Exchange Facility

Within the Credit Facility, the Company is able to purchase foreign currency forward contracts and/or other swap arrangements. As
of June 30, 2023, the net unrealized gain on the Company’s outstanding foreign currency forward contracts was $0.6 million,
representing the amount by which the notional value of these forward contracts exceeded their fair value (December 31, 2022 — net
unrealized loss of $(0.6) million). As of June 30, 2023, the notional value of the Company’s outstanding foreign currency forward
contracts was $39.2 million (December 31, 2022 — $24.7 million).

Bank of China Facility

In June 2022, IMAX (Shanghai) Multimedia Technology Co., Ltd. (“IMAX Shanghai”), one of the Company’s majority-owned
subsidiaries in China, renewed its unsecured revolving facility with Bank of China for up to 200.0 million Chinese Renminbi (“RMB”)
($27.7 million), including RMB 10.0 million ($1.4 million) for letters of guarantee, to fund ongoing working capital requirements (the
“Bank of China Facility”). The Bank of China Facility expires in September 2023.

As of June 30, 2023, RMB 2.6 million ($0.4 million) of borrowings were outstanding under the Bank of China Facility and
outstanding letters of guarantee were RMB 3.0 million ($0.4 million). As of December 31, 2022, outstanding Bank of China Facility
borrowings were RMB 2.6 million ($0.4 million) and outstanding letters of guarantee were RMB 2.8 million ($0.4 million).

As of June 30, 2023, the amount available for future borrowings under the Bank of China Facility was RMB 187.4 million ($25.9
million) and the amount available for letters of guarantee was RMB 7.0 million ($1.0 million). The amount available for future
borrowings under the Bank of China Facility is not subject to a standby fee. The effective interest rate for the three and six months ended
June 30, 2023 was 3.85% and 4.15%, respectively (2022 — 4.15%).

HSBC China Facility

In June 2022, IMAX Shanghai entered into an unsecured revolving facility for up to RMB 200.0 million ($27.7 million) with HSBC
Bank (China) Company Limited, Shanghai Branch to fund ongoing working capital requirements (the “HSBC China Facility”). As of
June 30, 2023, RMB 64.4 million ($8.9 million) of borrowings were outstanding under the HSBC China Facility. As of December 31,
2022, outstanding HSBC China Facility borrowings were RMB 87.0 million ($12.5 million). As of June 30, 2023, the amount available
for future borrowings under the HSBC China Facility was RMB 135.6 million ($18.8 million). The effective interest rate for the three
and six months ended June 30, 2023 was 3.88%. There were no amounts drawn under the HSBC China Facility for the three and six
months ended June 30, 2022.

NBC Facility

In October 2019, the Company entered into a $5.0 million facility with National Bank of Canada (the “NBC Facility”) fully insured
by Export Development Canada for use solely in conjunction with the issuance of performance guarantees and letters of credit. The
NBC Facility was scheduled to expire on June 30, 2023, but was extended through to July 31, 2023. The NBC Facility is renewable on
the same terms and conditions on an annual basis. The Company did not have any letters of credit or advance payment guarantees
outstanding as of June 30, 2023 and December 31, 2022 under the NBC Facility.

21



(b) Convertible Notes and Other Borrowings, Net

As of June 30, 2023 and December 31, 2022, Convertible Notes and Other Borrowings, Net includes the following:

June 30, December 31,

(In thousands of U.S. Dollars) 2023 2022
Convertible Notes $ 230,000 $ 230,000
Unamortized discounts and debt issuance costs (4,118) (4,870)
Convertible Notes, net 225,882 225,130
Federal Economic Development Loan 3,128 2,812
Unaccreted interest benefit (971) (1,030)
Federal Economic Development Loan, net 2,157 1,782
Convertible Notes and Other Borrowings, net $ 228039 % 226,912

Convertible Notes

On March 19, 2021, the Company issued $230.0 million of 0.500% Convertible Senior Notes due 2026 (the “Convertible Notes”) in
a private placement conducted pursuant to Rule 144 A under the Securities Act of 1933, as amended. The net proceeds from the issuance
of the Convertible Notes were $223.7 million, after deducting the initial purchasers’ discounts and commissions.

The Convertible Notes are senior unsecured obligations of the Company and bear interest at a rate of 0.500% per annum on the
principal of $230.0 million, payable semi-annually in arrears on April 1 and October 1 of each year, beginning on October 1, 2021. The
Convertible Notes will mature on April 1, 2026, unless they are redeemed or repurchased by the Company or converted on an earlier
date.

Holders of the Convertible Notes have the right to convert their Convertible Notes in certain circumstances and during specified
periods. Before January 1, 2026, holders of the Convertible Notes have the right to convert their Convertible Notes only upon the
occurrence of certain events. From and after January 1, 2026, holders of the Convertible Notes may convert their Convertible Notes at
any time at their election until the close of business on the second scheduled trading day immediately before the maturity date. Upon
conversion, the Company will pay or deliver, as applicable, cash or a combination of cash (in an amount no less than the principal
amount of the Convertible Notes being converted) and common shares, at its election, based on the applicable conversion rates. The
initial conversion rate is 34.7766 common shares per $1,000 principal amount of Convertible Notes, which represents an initial
conversion price of approximately $28.75 per common share, and is subject to adjustment upon the occurrence of certain events.

The Convertible Notes are redeemable, in whole or in part, at the Company’s option at any time, and from time to time, on or after
April 6, 2024 and on or before the 40th scheduled trading day immediately before the maturity date, at a cash redemption price equal to
the principal amount of the Convertible Notes to be redeemed, plus accrued and unpaid interest, if any, but only if the last reported sale
price per share of the Company’s common stock exceeds 130% of the conversion price for a specified period of time. In addition, calling
any Convertible Notes for redemption will constitute a “make-whole fundamental change” with respect to such notes, in which case the
conversion rate applicable to the conversion of such notes will be increased in certain circumstances if such notes are converted after
they are called for redemption.

In connection with the pricing of the Convertible Notes, the Company entered into privately negotiated capped call transactions (the
“Capped Call Transactions”) with certain financial institutions. The Capped Call Transactions are expected to reduce potential dilution
resulting from the common shares the Company is required to issue and/or to offset any potential cash payments the Company is required
to make in excess of the principal amount of the Convertible Notes in the event that the market price per share of the Company’s common
shares is greater than the strike price of the Capped Call Transactions with such reduction and/or offset subject to a cap. The Capped
Call Transactions have an initial cap price of $37.2750 per share of the Company’s common shares, which represents a premium of 75%
over the last reported sale price of the common shares when they were priced on March 16, 2021, and are subject to certain adjustments
under the terms of the Capped Call Transactions. Collectively, the Capped Call Transactions cover, subject to anti-dilution adjustments
substantially similar to those applicable to the Convertible Notes, the number of the Company’s common shares underlying the
Convertible Notes. The cost of the Capped Call Transactions was approximately $19.1 million.

The Capped Call Transactions are separate transactions, are not part of the terms of the Convertible Notes and will not affect any
holder’s rights under the Convertible Notes. Holders of the Convertible Notes will not have any rights with respect to the Capped Call
Transactions.
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The Capped Call Transactions meet all of the applicable criteria for equity classification in accordance with ASC 815-10-15-74(a),
“Derivatives and Hedging—Embedded Derivatives—Certain Contracts Involving an Entity’s Own Equity,” and, as a result, the related
$19.1 million cost was recorded as a reduction to Other Equity within Shareholders’ Equity on the Company’s Condensed Consolidated
Statements of Shareholders’ Equity and Condensed Consolidated Balance Sheets.

In addition, upon the occurrence of a “fundamental change” (as defined below), holders may require the Company to repurchase their
Convertible Notes at a cash repurchase price equal to the principal amount of the Convertible Notes to be repurchased, plus accrued and
unpaid interest, if any. Subject to the terms and conditions of the indenture governing the Convertible Notes, a “fundamental change”
means, among other things, an event resulting in (i) a change of control, (ii) a transfer of all or substantially all of the assets of the
Company, (iii) a merger, (iv) liquidation or dissolution of the Company, or (v) delisting of the Company’s common shares from a
national securities exchange.

The Company recorded the Convertible Notes entirely as a liability in the Condensed Consolidated Balance Sheets, net of initial
purchasers’ discounts and commissions and other debt issuance costs, with interest expense reflecting the cash coupon plus the
amortization of the discounts and capitalized costs. Additionally, under the “if-converted” method, because the principal amount of the
Convertible Notes is settled in cash and the conversion spread is settleable in the Company’s common shares, diluted earnings per share
is calculated by including the net number of incremental shares that would be issued upon conversion of the Convertible Notes, using
the average market price during the period. Accordingly, the application of the “if-converted” method may reduce the Company’s
reported diluted earnings per share.

Federal Economic Development Loan

The Company’s wholly-owned subsidiary, SSIMWAVE, entered into a contribution agreement with the Federal Economic
Development Agency for Southern Ontario (the “Federal Economic Development Loan”) on May 29, 2019, under which SSIMWAVE
received $4.2 million Canadian Dollars (“CAD”) ($3.2 million) by way of repayable contributions toward certain eligible projects costs.
The contributions under the agreement cover 35% of the eligible and supported costs of SSIMWAVE between January 10, 2019 and
December 31, 2022. The contributions are repayable over 60 months, with repayments estimated to begin in January 2024, with an
annual interest rate of 0%.

The benefit of the interest free loan has been determined by calculating the present value of the payments using a market-based
interest rate and comparing this to the proceeds received. The benefit is being recorded as the interest free benefit of government funding
within Interest Income on the Condensed Consolidated Statements of Operations. No benefit was recorded for the three and six months
ended June 30, 2023, as the Company received the maximum contribution. The obligation is being accreted to its maturity amount,
resulting in an interest expense of less than $0.1 million during the three months ended June 30, 2023 and $0.1 million during the six
months ended June 30, 2023, which is being recorded within Interest Expense on the Company’s Condensed Consolidated Statements
of Operations.

As of June 30, 2023, the Federal Economic Development Loan has a carrying value of $2.2 million, net of unaccreted interest benefit
and is recorded within Convertible Notes and Other Borrowings, Net on the Company’s Condensed Consolidated Balance Sheets.

7. Commitments, Contingencies and Guarantees
(@) Commitments

In the ordinary course of its business, the Company enters into contractual agreements with third parties that include non-cancellable
payment obligations, for which it is liable in future periods. These arrangements can include terms binding the Company to minimum
payments and/or penalties if it terminates the agreement for any reason other than an event of default as described by the agreement.
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(b) Contingencies and guarantees

The Company is involved in lawsuits, claims, and proceedings, including those identified below, which arise in the ordinary course
of business. Management is required to assess the likelihood of any adverse judgments or outcomes related to these legal contingencies,
as well as potential ranges of probable or reasonably possible losses. The Company records a provision for a liability when it is probable
that a loss has been incurred and the amount of the loss can be reasonably estimated. The determination of the amount of any liability
recorded or disclosed is reviewed at least quarterly based on a careful analysis of each individual exposure with, in some cases, the
assistance of outside legal counsel, taking into account the impact of negotiations, settlements, rulings, and other pertinent information
related to the case. The amount of liabilities recorded or disclosed for these contingencies may change in the future due to changes in
management’s judgments resulting from new developments or changes in settlement strategy. Any resulting adjustment to the liabilities
recorded by the Company could have a material adverse effect on its results of operations, cash flows, and financial position in the
period or periods in which such changes in judgment occur. The Company believes it has adequate provisions for any such matters. The
Company expenses legal costs relating to its lawsuits, claims and proceedings as incurred.

(1) 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 Chamber 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”). On March 27, 2008, the
arbitration panel issued a final award in favor of the Company in the amount of $11.3 million, as well as an additional $2,512 each day
in interest from October 1, 2007 until the date the award is paid. In July 2008, E-City commenced a proceeding in Mumbai, India seeking
to prevent recognition of the ICC award in India. On March 10, 2017, the Supreme Court of India dismissed E-City’s petition. On March
29, 2017, the Company filed an Execution Application in the Bombay High Court seeking to enforce the ICC award against E-City and
several related parties, which award the Company calculates to be $25.8 million, inclusive of interest, as of June 30, 2023. That matter
is currently pending. The Company has also taken steps to enforce the ICC final award outside of India. In December 2011, the Ontario
Superior Court of Justice issued an order recognizing the final award and requiring E-City to pay the Company $30,000 to cover the
costs of the application, and in May 2012, the New York Supreme Court recognized the Canadian judgment and entered it as a New
York judgment. The Company intends to continue pursuing its rights and seeking to enforce the award, although no assurances can be
given with respect to the ultimate outcome.

(ii) 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.

(ii1) In the normal course of business, the Company enters into agreements that may contain features that meet the definition of a
guarantee. A guarantee is 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
Certain subsidiaries of the Company have provided significant financial guarantees to third parties under the Credit Agreement.
(d) Product Warranties

The Company’s accrual for product warranties, which is recorded within Accrued and Other Liabilities in the Condensed Consolidated
Balance Sheets, was $0.1 million and $nil as of June 30, 2023 and December 31, 2022, respectively.
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(e) Director and Officer Indemnifications

The Company’s by-laws contain an indemnification of its current directors and officers, former directors and officers, and persons
who have acted at its request to be a director and/or 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 amounts 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. In
addition, the Company has entered into indemnification agreements with each of its directors in order to effectuate the foregoing. 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 Company’s Condensed Consolidated Balance Sheets as of June 30, 2023 and December 31, 2022, with respect to this indemnity.

(f) Other Indemnification Agreements

In the normal course of its operations, the Company provides indemnifications to counterparties in transactions such as: IMAX System
lease and sale agreements and the supervision of installation or servicing of IMAX 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 IMAX 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.
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8. Condensed Consolidated Statements of Operations — Supplemental Information
(a) Selling Expenses

The following table summarizes the Company’s selling expenses, including sales commissions and marketing and other, which are
recognized within Costs and Expenses Applicable to Revenues in the Condensed Consolidated Statements of Operations, for three and
six months ended June 30, 2023 and 2022:

Three Months Ended June 30,

2023 2022
Sales Marketing Sales Marketing
(In thousands of U.S. Dollars) Commissions and Other Commissions and Other
Technology sales) $ 360 § 167 $ 47 $ 38
Image enhancement and maintenance services® — 3,572 — 4,850
Technology rentals® 36 450 (334) 265
Total $ 396§ 4,189 § (287) $ 5,153
Six Months Ended June 30,
2023 2022
Sales Marketing Sales Marketing
(In thousands of U.S. Dollars) Commissions and Other Commissions and Other
Technology sales(" $ 560 $ 183 $ 47 S 200
Image enhancement and maintenance services® — 10,344 — 7,765
Technology rentals® 109 710 (289) 730
Total $ 669 $ 11,237  § 242) $ 8,695

(1) Sales commissions paid prior to the recognition of the related revenue are deferred and recognized upon the client acceptance of
the IMAX System. Direct advertising and marketing costs for each IMAX System are expensed as incurred.

(2) Film exploitation costs, including advertising and marketing costs, are expensed as incurred.

(3) Sales commissions related to joint revenue sharing arrangements accounted for operating leases are recognized in the month they
are earned by the salesperson, which is typically the month in which the IMAX System is installed, and are subject to subsequent
performance-based adjustments. In the second quarter of 2022, a $0.3 million reversal of accrued commissions was recorded due
to such performance-based adjustments. Direct advertising and marketing costs for each IMAX System are expensed as incurred.

(b) Foreign Exchange

Included in Selling, General and Administrative Expenses for the three and six months ended June 30, 2023 are foreign currency net
losses of $(0.5) million and $(0.6) million, respectively, (2022 — net losses of $(1.7) million and $(1.9) million, respectively) resulting
from changes in exchange rates related to foreign currency denominated monetary assets and liabilities. (See Note 15(c) for additional
information.)

(c¢) Collaborative Arrangements
Joint Revenue Sharing Arrangements

The accounting policy for the Company’s joint revenue sharing arrangements is disclosed in Note 3(o) of the Company’s audited
Consolidated Financial Statements in its 2022 Form 10-K.

Revenue attributable to transactions arising between the Company and its customers under joint revenue sharing arrangements are
recorded within Revenues — Technology Sales (for hybrid joint revenue sharing arrangements) and Revenues — Technology Rentals
(for traditional joint revenue sharing arrangements). For the three and six months ended June 30, 2023, such revenues totaled $20.6
million and $40.7 million, respectively (2022 — $19.0 million and $32.7 million, respectively).
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IMAX Film Remastering and Distribution

In an IMAX film remastering and distribution (formerly known as “IMAX DMR”) arrangement, the Company receives a percentage
of the box office receipts from a third party who owns the copyright to a film in exchange for converting the film into IMAX format and
distributing it through the IMAX network. The fee earned by the Company in a typical IMAX film remastering and distribution
arrangement averages approximately 12.5% of box office receipts (i.e. gross box office receipts less applicable sales taxes), except for
within Greater China, where the Company receives a lower percentage of net box office receipts for certain Hollywood films. The
accounting policy for the Company’s IMAX film remastering and distribution arrangements is disclosed in Note 3(o) of the Company’s
audited Consolidated Financial Statements in its 2022 Form 10-K.

Revenue attributable to transactions arising between the Company and its customers under IMAX film remastering and distribution
arrangements are included in Revenues — Image Enhancement and Maintenance Services. For the three and six months ended June 30,
2023, such revenues totaled $29.2 million and $59.3 million, respectively, (2022 — $27.6 million and $47.1 million, respectively). (See
Note 12(a) for a disaggregated presentation of the Company’s revenues.)

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
certain other rights to the film. In some cases, the Company obtains exclusive theatrical distribution rights to the film. Under these
arrangements, both parties contribute to the funding of the production, distribution and exploitation costs associated with the film.

As of June 30, 2023, the Company is party to one co-produced film arrangement, which represents the VIE total assets balance of
$1.6 million and liabilities balance of $0.3 million, and four other co-produced film arrangements, the terms of which are similar. The
accounting policies relating to co-produced film arrangements are disclosed in Notes 3(a) and 3(0) of the Company’s 2022 Form 10-K.

For the three and six months ended June 30, 2023, an expense of $0.2 million and $0.3 million, respectively, (2022 — $0.2 million
and $0.4 million, respectively) attributable to transactions between the Company and other parties involved in the production of the
films have been included in Costs and Expenses Applicable to Revenues — Image Enhancement and Maintenance Services.

9. Condensed Consolidated Statements of Cash Flows — Supplemental Information

(a) Changes in other operating assets and liabilities

Six Months Ended
June 30,

(In thousands of U.S. Dollars) 2023 2022
Decrease (increase) in:

Financing receivables $ 3,937 $ 7,978

Prepaid expenses (1,074) (3,203)

Variable consideration receivables (13,413) 1,750

Other assets (203) 43
(Decrease) increase in:

Accounts payable (1,139) 3,865

Accrued and other liabilities (7,251) (18,112)

$ (19,143) § (7,679)
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(b) Depreciation and amortization

Six Months Ended
June 30,
(In thousands of U.S. Dollars) 2023 2022
Film assets $ 7,530 $ 7,878
Property, plant and equipment:
Equipment supporting joint revenue sharing arrangements 11,503 11,078
Other property, plant and equipment(® 4,451 4,213
Other intangible assets® 2,896 2,961
Other assets® 818 893
$ 27,198 $ 27,023

(1) Includes the amortization of laser projection systems, camera, and lens upgrades recorded in Research and Development on the
Condensed Consolidated Statements of Operations of $0.3 million in the six months ended June 30, 2023 (2022 — $0.3 million).

(2) Includes the amortization of licenses and intellectual property recorded in Research and Development on the Condensed
Consolidated Statements of Operations of $0.6 million in the six months ended June 30, 2023 (2022 — $0.6 million).

(3) Includes the amortization of lessee incentives provided by the Company to its customers under joint revenue sharing arrangements.
(c) Write-downs

Six Months Ended

June 30,
(In thousands of U.S. Dollars) 2023 2022
Other assets () $ — 3 4,470
Property, plant and equipment:
Equipment supporting joint revenue sharing arrangements® 398 212
Other property, plant and equipment 2 6
Inventories 74 278
Film assets — 466
$ 474 $ 5,432

(1) Inthe six months ended June 30, 2022, the Company recognized a full impairment of its RMB 30.0 million (4.5 million) investment
in the film Mozart from Space based on projected box office results and distribution costs. (See Note 15(e).)

(2) Inthe six months ended June 30, 2023, the Company recorded charges of $0.4 million (2022 — $0.2 million) in Costs and Expenses
Applicable to Revenues — Technology Rentals mostly related to the write-down of leased xenon-based digital systems which were
taken out of service in connection with customer upgrades to laser-based digital systems, as well as the closure of one IMAX
System.

(d) Significant non-cash investing activities

Six Months Ended

June 30,
(In thousands of U.S. Dollars) 2023 2022
Net (decrease) increase in accruals related to:
Investment in equipment supporting joint revenue sharing arrangements $ (444) § 409
Acquisition of other intangible assets 21 43
Purchases of property, plant and equipment 536 —
$ 113§ 452
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(e) Significant non-cash financing activities

In the six months ended June 30, 2022, the Company declared a dividend to non-controlling interests of $2.6 million, which was paid
in July 2022 and was recorded on the Condensed Consolidated Balance Sheets within Accrued and Other Liabilities as of June 30, 2022.

10. Income Taxes

(a) Income Tax Expense

For the three months ended June 30, 2023, the Company recorded income tax expense of $3.5 million (2022 — $3.1 million). For the
three months ended June 30, 2023, the Company’s effective tax rate differs from the combined Canadian federal and provincial statutory
income tax rate due to the following factors:

Three Months Ended Three Months Ended
June 30, 2023 June 30, 2022

(In thousands of U.S. Dollars, except rates) Amount Rate Amount Rate
Income tax (expense) benefit at combined statutory rates $ (3,465 26.5%  $ 296 26.5%
Adjustments resulting from:

Increase in valuation allowance (74) 0.6% (5,426) (485.3%)

Shortfall tax benefits related to share-based compensation — — (23) (2.1%)

Changes to tax reserves (291) 2.2% (251) (22.5%)

Changes to deferred tax assets and liabilities resulting from audit and

other tax return adjustments (179) 1.4% 2,497 223.4%

Other 548 (4.2%) (226) (20.2%)
Income tax expense $ (3461 26.5% (3,133 (280.2%)

For the three months ended June 30, 2023, the Company recorded an additional $0.1 million (2022 — increase of $5.4 million)
valuation allowance against deferred tax assets. The valuation allowance includes an increase of $1.4 million in reporting entities where
management cannot reliably forecast that sufficient future tax liabilities will arise. Accordingly, the tax benefit associated with the
current period losses in these reporting entities is not reflected in the Company’s Condensed Consolidated Statements of Operations.
The valuation allowance is partially offset by a decrease of $1.3 million related to the recognition of certain losses in IMAX China
Holding, Inc. (“IMAX China”) that management now considers to be realizable.

For the six months ended June 30, 2023, the Company recorded income tax expense of $8.3 million (2022 — $5.7 million). For the
six months ended June 30, 2023, the Company’s effective tax rate differs from the combined Canadian federal and provincial statutory
income tax rate due to the following factors:

Six Months Ended Six Months Ended
June 30, 2023 June 30, 2022

(In thousands of U.S. Dollars, except rates) Amount Rate Amount Rate
Income tax (expense) benefit at combined statutory rates $ (6,117) 26.5% $ 2,772 26.5%
Adjustments resulting from:

Increase of valuation allowance (1,684) 7.3% (10,435) (99.8%)

Shortfall excess tax benefits related to share-based compensation (83) 0.4% (152) (1.5%)

Changes to tax reserves (549) 2.4% (411) (3.9%)

Changes to deferred tax assets and liabilities resulting from audit and

other tax return adjustments (179) 0.8% 2,497 23.9%

Other 266 (1.2%) (14) (0.1%)
Income tax expense $  (8,346) 362% $  (5,743) (54.9%)
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As of June 30, 2023, the Company’s Condensed Consolidated Balance Sheets include deferred income tax assets of $11.5 million,
net of a valuation allowance of $64.5 million (December 31, 2022 — $9.9 million, net of a valuation allowance of $62.9 million). A net
increase of $1.7 million in the valuation allowance recorded in the six months ended June 30, 2023, includes an increase of $3.0 million
in reporting entities where management cannot reliably forecast that sufficient future tax liabilities will arise. Accordingly, the tax benefit
associated with the current period losses in these reporting entities is not reflected in the Company's Condensed Consolidated Statements
of Operations. The valuation allowance is partially offset by a decrease of $1.3 million related to the recognition of certain losses in
IMAX China that management now considers to be realizable. The valuation allowance is determined at the level of each reporting
entity and is expected to reverse at the point in time when management determines it is more likely than not that the reporting entity will
incur sufficient tax liabilities to allow it to utilize the deferred tax assets against which the valuation allowance is recorded.

As of June 30, 2023, the Company’s Condensed Consolidated Balance Sheets also include deferred tax liabilities of $13.6 million
(December 31, 2022 — $14.9 million).

(b) Income Tax Effect on Other Comprehensive (Loss) Income

For the three and six months ended June 30, 2023 and 2022, the Income Tax (Expense) Benefit related to the components of Other
Comprehensive (Loss) Income (“OCI”) is as follows:

Three Months Ended Six Months Ended
June 30, June 30,
(In thousands of U.S. Dollars) 2023 2022 2023 2022
Unrealized change in cash flow hedging instruments $ (180) $ 159 $ (215) % 77
Realized change in cash flow hedging instruments (32) (17) (121) (25)
Defined benefit and postretirement benefit plans 46 (12) 92 (24)
$ (166) $ 130 $ (244) % 28

11. Capital Stock and Reserves
(a) Share-Based Compensation

For the three and six months ended June 30, 2023, share-based compensation expense totaled $6.8 million and $11.9 million,
respectively, (2022 — $7.6 million and $13.7 million, respectively) and is reflected in the following accounts in the Condensed
Consolidated Statements of Operations:

Three Months Ended Six Months Ended
June 30, June 30,
(In thousands of U.S. Dollars) 2023 2022 2023 2022
Costs and expenses applicable to revenues $ 249 § 269 $ 512§ 508
Selling, general and administrative expenses 6,469 7,263 11,665 12,989
Research and development 105 105 204 192
Executive transition costs — — (499) —

$ 6,823 $ 7,637 $ 11,882 $ 13,689

The following table summarizes the Company’s share-based compensation expense by each award type:

Three Months Ended Six Months Ended
June 30, June 30,

(In thousands of U.S. Dollars) 2023 2022 2023 2022
Stock Options $ — 3 122§ 84 $ 329
Restricted Share Units 3,829 4,478 7,194 7,889
Performance Stock Units 2,001 1,724 2,925 3,453
IMAX China Stock Options 1 24 11 58
IMAX China Long Term Incentive Plan Restricted Share Units 848 1,093 1,389 1,590
IMAX China Long Term Incentive Plan Performance Stock Units 144 196 279 370

$ 6,823 $ 7,637 % 11,882 § 13,689
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For the three and six months ended June 30, 2023, the Company's share-based compensation expense includes $1.7 million related
to restricted share units granted to non-employees (2022 — $1.3 million).

Stock Option Summary

The following table summarizes the activity under the Company’s Stock Option Plan (“SOP”) and the IMAX Corporation Second
Amended and Restated Long-Term Incentive Plan (as may be amended, “IMAX LTIP”) for the six months ended June 30, 2023 and
2022:

Weighted Average Exercise

Number of Shares Price Per Share
2023 2022 2023 2022
Stock options outstanding, beginning of period 3,604,739 3,736,157 $ 26.36  $ 26.61
Expired (268,939) (126,569) 27.92 33.61
Cancelled — (2,197) — 32.50
Stock options outstanding, end of period 3,335,800 3,607,391 26.24 26.36
Stock options exercisable, end of period 3,335,800 3,524,888 26.24 26.45

Stock options are no longer granted under the Company’s previously approved SOP.
IMAX LTIP Restricted Share Units (“RSU”’) Summary

The following table summarizes the activity in respect of RSUs issued under the IMAX LTIP for the six months ended June 30, 2023
and 2022:

Weighted Average Grant Date

Number of Awards Fair Value Per Share
2023 2022 2023 2022
RSUs outstanding, beginning of period 1,252,044 1,457,883 $ 19.16 $ 19.16
Granted 882,997 690,509 17.79 19.43
Vested and settled (741,054) (711,376) 18.68 18.68
Forfeited (86,208) (28,060) 19.28 20.16
RSUs outstanding, end of period 1,307,779 1,408,956 18.51 19.51

IMAX LTIP Performance Stock Units (“PSU”) Summary

The Company grants two types of PSU awards, one which vests based on a combination of employee service and the achievement of
certain EBITDA-based targets and one which vests based on a combination of employee service and the achievement of total shareholder
return (“TSR”) targets. The achievement of the EBITDA and TSR targets in these PSUs is determined over a three-year performance
period. At the conclusion of the three-year performance period, the number of PSUs that ultimately vest can range from 0% to a
maximum vesting opportunity of 175% of the initial award, depending upon actual performance versus the established EBITDA and
stock-price targets.

The grant date fair value of PSUs with EBITDA-based targets is equal to the closing price of the Company’s common shares on the
date of grant or the average closing price of the Company’s common shares for five days prior to the date of grant. The grant date fair
value of PSUs with TSR targets is determined on the grant date using a Monte Carlo simulation, which is a valuation model that considers
the likelihood of achieving the TSR targets embedded in the award (“Monte Carlo Model”). The compensation expense attributable to
each type of PSU is recognized on a straight-line basis over the requisite service period.

The fair value determined by the Monte Carlo Model is affected by the Company’s share price, as well as assumptions regarding a
number of complex and subjective variables. These variables include, but are not limited to, market conditions as of the grant date, the
Company’s expected share price volatility over the term of the awards, and other relevant data. The compensation expense is fixed on
the date of grant based on the fair value of the PSUs granted.
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The amount and timing of compensation expense recognized for PSUs with EBITDA-based targets is dependent upon management’s
assessment of the likelihood of achieving these targets. If, as a result of management’s assessment, it is projected that a greater number
of PSUs will vest than previously anticipated, a life-to-date adjustment to increase compensation expense is recorded in the period that
such determination is made. Conversely, if, as a result of management’s assessment, it is projected that a lower number of PSUs will
vest than previously anticipated, a life-to-date adjustment to decrease compensation expense is recorded in the period that such
determination is made. The expense recognized in the six months ended June 30, 2023 and 2022 includes adjustments reflecting
management’s estimate of the number of PSUs with EBITDA-based targets expected to vest.

The following table summarizes the activity in respect of PSUs issued under the IMAX LTIP for the six months ended June 30, 2023
and 2022:

Weighted Average Grant Date

Number of Awards Fair Value Per Share
2023 2022 2023 2022
PSUs outstanding, beginning of period 931,716 613,405 $ 18.96 $ 18.21
Granted® 581,081 359,138 17.68 20.34
Forfeited (213,366) (8,073) 18.13 20.90
Vested and settled® (368,602) — 16.92 —
PSUs outstanding, end of period 930,829 964,470 19.16 18.98

(1) For the six months ended June 30, 2023, the balance of shares granted includes 157,963 additional shares, at a weighted average
grant date fair value per share of $16.92, as PSUs granted in 2020 with EBITDA-based targets vested at 175% on account of full
achievement of the targets.

As of June 30, 2023, the maximum number of shares of common stock that may be issued with respect to PSUs outstanding is
1,605,621, assuming full achievement of the EBITDA and TSR targets.

(b) Issuer Purchases of Equity Securities

In 2023, the Company’s Board of Directors approved a 36-month extension to its share repurchase program through June 30, 2026.
The Company’s total share repurchase authority is $400.0 million under the current share repurchase program. As of June 30, 2023, the
Company has $191.5 million available under the repurchased program. The repurchases may be made either in the open market or
through private transactions, including repurchases made pursuant to a plan intended to comply with Rule 10b5-1 under the Securities
Exchange Act of 1934, as amended, subject to market conditions, applicable legal requirements, and other relevant factors. The Company
has no obligation to repurchase shares and the share repurchase program may be suspended or discontinued by the Company at any
time.

During the three and six months ended June 30, 2023, the Company repurchased 21,024 and 130,501 common shares, respectively,
at an average price of $16.89 and $15.20 per share, respectively, for a total of $0.4 million and $2.0 million, respectively, excluding
commissions. The repurchases for the six months ended June 30, 2023 excludes repurchases of 140,000 shares with trade dates in
December 2022, which were settled in January 2023 at an average price of $14.45 per share, for a total of $2.0 million, excluding
commissions. During the three and six months ended June 30, 2022, the Company repurchased 2,702,548 and 3,083,200 common shares,
respectively, at an average price of $15.92 and $15.99 per share, for a total of $43.0 million and $49.3 million, respectively, excluding
commissions. During the three and six months ended June 30, 2023 and 2022, there were no shares purchases in the administration of
employee share based plans.

As of June 30, 2023 and December 31, 2022, the IMAX LTIP trustee did not hold any shares. Any shares held with the trustee are
recorded at cost and are reported as a reduction against Capital Stock on the Company’s Condensed Consolidated Balance Sheets.

In 2022, IMAX China's shareholders granted its Board of Directors a general mandate authorizing the Board, subject to applicable
laws, to repurchase shares of IMAX China not to exceed 10% of the total number of issued shares as of June 23, 2022 (34,063,480
shares). This program expired on the date of the 2023 Annual General Meeting of IMAX China on June 6, 2023. During the 2023
Annual General Meeting, shareholders approved the repurchase of shares of IMAX China not to exceed 10% of the total number of
shares as of June 6, 2023 (33,959,314 shares). While this program would have been valid until the 2024 Annual General Meeting of
IMAX China, pursuant to the transaction described in Note 18 — Subsequent Event, IMAX China will not execute any additional share
repurchases. The repurchases may be made in the open market or through other means permitted by applicable laws. IMAX China has
no obligation to repurchase its shares and the share repurchase program may be suspended or discontinued by IMAX China at any time.
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During the three and six months ended June 30, 2023, IMAX China did not repurchase any common shares. During the six months
ended June 30, 2022, IMAX China repurchased 1,448,000 common shares, at an average price of HKD 9.89 per share, ($1.26 per share)
for a total of HKD 14.3 million ($1.8 million). IMAX China did not have any share repurchases in the first quarter of 2022. The change
in the non-controlling interest attributable to IMAX China as a result of common shares repurchased is recorded as a reduction to Non-
Controlling Interests in the Condensed Consolidated Balance Sheets and the Condensed Consolidated Statements of Shareholders’
Equity. The difference between the consideration paid and the ownership interest obtained as a result of IMAX China share repurchases
is recorded within Other Equity in the Condensed Consolidated Balance Sheets and the Condensed Consolidated Statements of
Shareholders’ Equity.

On July 12, 2023, the Company announced it has filed a proposal to acquire the outstanding shares of IMAX China. (See Note 18.)
(¢) Basic and Diluted Weighted Average Shares Outstanding

The following table reconciles the denominator of the basic and diluted weighted average share computations:

Three Months Ended Six Months Ended
June 30, June 30,
2023 2022 2023 2022

(In thousands)

Issued and outstanding, beginning of period 54,590 58,751 54,149 58,654
Weighted average number of shares issued (repurchased), net 1 (1,431) 179 (711)
Weighted average number of shares outstanding - basic 54,591 57,320 54,328 57,943
Weighted average effect of potential common shares, if dilutive 729 — 817 —
Weighted average number of shares outstanding - diluted 55,320 57,320 55,145 57,943

For the three and six months ended June 30, 2023, the calculation of diluted weighted average shares outstanding excludes 2,868,749
and 3,379,371 shares, respectively (2022 — 4,557,526 and 6,302,818 shares, respectively) that are issuable upon the vesting or exercise
of share-based compensation including: (i) 23,122 and 10,765 RSUs, respectively (2022 — 775,191 and 1,408,956 RSUs, respectively),
(i1) 32,806 PSUs, respectively (2022 — 174,944 and 1,286,471 PSUs, respectively) and (iii) 2,812,821 and 3,335,800 stock options,
respectively (2022 — 3,607,391 stock options, respectively), as the effect would be anti-dilutive.

The calculation of diluted weighted average shares outstanding for the three and six months ended June 30, 2023 and 2022 also
excludes any shares potentially issuable upon the conversion of the Convertible Notes as the average market price of the Company’s
common shares during the period of time they were outstanding was less than the conversion price of the Convertible Notes.

(d) Statutory Surplus Reserve

Pursuant to the corporate law of the PRC, entities registered in the PRC are required to maintain certain statutory reserves, which are
appropriated from after-tax profits (after offsetting accumulated losses from prior years), as reported in their respective statutory
financial statements, before the declaration or payment of dividends to equity holders. All statutory reserves are created for specific
purposes.

The Company’s PRC subsidiaries are required to appropriate 10% of statutory net profits to statutory surplus reserves, upon
distribution of their after-tax profits. The Company’s PRC subsidiaries may discontinue the contribution when the aggregate sum of the
statutory surplus reserve is more than 50% of its registered capital. The statutory surplus reserve is non-distributable other than during
liquidation and may only be used to fund losses from prior years, to expand production operations, or to increase the capital of the
subsidiaries. In addition, the subsidiaries may make further contribution to the discretional surplus reserve using post-tax profits in
accordance with resolutions of the Board of Directors.

The statutory surplus reserve of RMB 36.4 million ($5.6 million) has reached 50% of its PRC subsidiaries’ registered capital, as such
no further contributions to the reserve are required.
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12. Revenue from Contracts with Customers
(a) Disaggregated Information About Revenue

In the first quarter of 2023, the Company updated its reportable segments (see Note 13). Prior period comparatives have been revised
to conform with the current period presentation. The following tables summarize the Company’s Revenues by reportable segment and
revenue stream type for the three and six months ended June 30, 2023 and 2022:

Three Months Ended June 30, 2023

Image
Enhancement
and
Technology Maintenance Technology Finance
(In thousands of U.S. Dollars) Sales Services Rentals Income Total
Content Solutions Segment
Film Remastering and Distribution $ — 3 29,219 s — 3 — 3 29,219
Other Content Solutions — 2,071 — — 2,071
— 31,290 — — 31,290

Technology Products and Services Segment
System Sales 27,734 — — — 27,734
System Rentals — — 19,546 — 19,546
Maintenance — 14,490 — — 14,490
Finance Income — — — 2,206 2,206

27,734 14,490 19,546 2,206 63,976
Sub-total for reportable segments 27,734 45,780 19,546 2,206 95,266
All Other 1,626 1,087 — — 2,713
Total $ 29360 $ 46,867 $ 19,546 $ 2,206 $ 97,979

Six Months Ended June 30, 2023

Image
Enhancement
and
Technology Maintenance Technology Finance
(In thousands of U.S. Dollars) Sales Services Rentals Income Total
Content Solutions Segment
Film Remastering and Distribution $ — 59,292 — 3 — 3 59,292
Other Content Solutions — 4,099 — — 4,099
— 63,391 — — 63,391

Technology Products and Services Segment
System Sales 43,853 — — — 43,853
System Rentals — — 39,604 — 39,604
Maintenance — 28,041 — — 28,041
Finance Income — — — 4,145 4,145

43,853 28,041 39,604 4,145 115,643
Sub-total for reportable segments 43,853 91,432 39,604 4,145 179,034
All Other 3,329 2,562 — — 5,891
Total $ 47,182 § 93,994 §$ 39,604 $ 4,145 § 184,925
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(In thousands of U.S. Dollars)
Content Solutions Segment

Film Remastering and Distribution
Other Content Solutions

Technology Products and Services Segment
System Sales

System Rentals

Maintenance

Finance Income

Sub-total for reportable segments
All Other
Total

(In thousands of U.S. Dollars)
Content Solutions Segment

Film Remastering and Distribution
Other Content Solutions

Technology Products and Services Segment
System Sales

System Rentals

Maintenance

Finance Income

Sub-total for reportable segments
All Other
Total

Three Months Ended June 30, 2022

Image
Enhancement
and
Technology Maintenance Technology Finance
Sales Services Rentals Income Total
$ — 3 27,581 $ — 3 — S 27,581
— 1,963 — — 1,963
— 29,544 — — 29,544
7,393 — — — 7,393
— — 18,525 — 18,525
— 14,683 — — 14,683
— — — 2,256 2,256
7,393 14,683 18,525 2,256 42,857
7,393 44,227 18,525 2,256 72,401
836 731 — — 1,567
$ 8,229 §$ 44958 § 18,525 $ 2,256 § 73,968
Six Months Ended June 30, 2022
Image
Enhancement
and
Technology Maintenance Technology Finance
Sales Services Rentals Income Total
$ — 3 47,145 3 — — 3 47,145
— 3,369 18 — 3,387
— 50,514 18 — 50,532
15,366 — — — 15,366
— — 31,168 — 31,168
— 29,625 — — 29,625
_ _ — 4,561 4,561
15,366 29,625 31,168 4,561 80,720
15,366 80,139 31,186 4,561 131,252
1,839 913 — — 2,752
$ 17205 $ 81,052 $ 31,186 $ 4,561 $ 134,004

For the three and six months ended June 30, 2023, revenues earned from Technology Sales include variable consideration of $11.8
million and $17.3 million, respectively (2022 — $0.9 million and $1.3 million, respectively). Variable consideration revenues represent
an estimate of the contingent fees that may become due if certain annual minimum box office receipt thresholds are exceeded and are
recorded as revenue in the period when the sale is recognized and may be adjusted in future periods based on actual results and changes

in estimates over the term of the system agreement.

For the three and six months ended June 30, 2023, revenues earned from leasing arrangements total $20.4 million and $42.8 million
(2022 — $19.1 million and $32.7 million, respectively), including $19.5 million and $39.6 million, respectively, in Revenues —
Technology Rentals (2022 — $18.5 million and $31.2 million, respectively), and $0.9 million and $3.2 million, respectively, in
Revenues — Technology Sales (2022 — $0.6 million and $1.6 million, respectively).
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(b) Deferred Revenue

IMAX System sale and lease arrangements include a requirement for the Company to provide maintenance services over the life of
the arrangement, some of which are subject to a consumer price index adjustment each year. In circumstances where customers prepay
the entire term’s maintenance fee based on the original arrangement, additional payments are due to the Company for the years after its
extended warranty and maintenance obligations expire. Payments, upon renewal each year, are either prepaid or made in arrears and can
vary in frequency from monthly to annually. As of June 30, 2023, $19.6 million of consideration has been deferred in relation to
outstanding maintenance services to be provided on existing maintenance contracts (December 31, 2022 — $21.0 million). Maintenance
revenue is recognized evenly over the contract term which coincides with the period over which maintenance services are provided. In
the event of customer default, any payments made by the customer may be retained by the Company.

In instances where the Company receives consideration prior to satisfying its performance obligations, the recognition of revenue is
deferred. The majority of the deferred revenue balance relates to payments received by the Company for IMAX Systems where control
of the system has not yet transferred to the customer. The deferred revenue balance related to an individual IMAX System increases as
progress payments are made and is then derecognized when control of the system is transferred to the customer. Recognition dates are
variable and depend on numerous factors, including some outside of the Company’s control.

During the three and six months ended June 30, 2023, $23.7 million and $41.0 million of revenue, respectively, was recognized that
was included in the $70.9 million balance of deferred revenue as of December 31, 2022 . During the three and six months ended June 30,
2022, $14.4 million and $31.2 million of revenue, respectively, was recognized that was included in the $81.3 million balance of deferred
revenue as of December 31, 2021.

13. Segment Reporting

The Company’s Chief Executive Officer (“CEO”) is its Chief Operating Decision Maker (“CODM?”), as such term is defined under
U.S. GAAP. The CODM assesses segment performance based on segment revenues and segment gross margins. Selling, general and
administrative expenses, research and development costs, the amortization of intangible assets, provision for (reversal of) current
expected credit losses, certain write-downs, interest income, interest expense, and income tax (expense) benefit are not allocated to the
Company’s segments.

In the first quarter of 2023, the Company revised its internal segment reporting, including the information provided to the CODM to
assess segment performance and allocate resources. Accordingly, the Company has two reportable segments: (i) Content Solutions,
which principally includes content enhancement and distribution services, previously included within the IMAX DMR, Film
Distribution and Film Post-Production segments, and (ii) Technology Products and Services, which principally includes the sale, lease,
and maintenance of IMAX Systems, previously included within the JR