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Hong Kong Public Offering commences and WHITE and YELLOW
Application Forms available from

Latest time for completing electronic applications under the White Form
elPO service through the designated website at www.eipo.com.hk®

Application lists open(®

Latest time for (a) lodging WHITE and YELLOW Application Forms,
(b) completing payment for White Form eIPO applications by effecting
internet banking transfer(s) or PPS payment transfer(s) and (c) giving
electronic application instructions to HKSCC

Application lists close®

Expected Price Determination Date

(1) Announcement of the Offer Price, the level of indications of interest in

9:00 a.m. on Thursday,
24 September 2015

11:30 a.m. on Wednesday,
30 September 2015

11:45 a.m. on Wednesday,
30 September 2015

12:00 noon on Wednesday,
30 September 2015

12:00 noon on Wednesday,
30 September 2015

Wednesday, 30 September 2015

2)

€)

the International Offering, the level of applications in the Hong Kong
Public Offering and the basis of allocations of the Hong Kong Offer
Shares to be published in the South China Morning Post (in English)

and the Hong Kong Economic Times (in Chinese) on or before Wednesday, 7 October 2015

Results of allocations in the Hong Kong Public Offering to be available
through a variety of channels as described in “How to Apply for Hong

Kong Offer Shares—Publication of Results” from Wednesday, 7 October 2015

Announcement containing (1) and (2) above to be published on the
websites of the Company and the Stock Exchange at www.imax.cn and
www.hkexnews.hk from

Wednesday, 7 October 2015

Despatch of Share certificates and White Form e-Refund payment

Dealings in the Shares on the Stock Exchange expected to commence on

instructions/refund cheques on or before®) Wednesday, 7 October 2015

Thursday, 8 October 2015

Notes:

(O]
()

3)

“4)

(%)

All dates and times refer to Hong Kong dates and times.

You will not be permitted to submit your application under the White Form eIPO service through the designated website at
www.eipo.com.hk after 11:30 a.m. on the last day for submitting applications. If you have already submitted your application and
obtained a payment reference number from the designated website prior to 11:30 a.m., you will be permitted to continue the application
process (by completing payment of the application monies) until 12:00 noon on the last day for submitting applications, when the
application lists close.

If there is a “black” rainstorm warning signal or a tropical cyclone warning signal number 8 or above in force in Hong Kong at any time
between 9:00 a.m. and 12:00 noon on Wednesday, 30 September 2015, the application lists will not open and close on that day. See
“How to Apply for Hong Kong Offer Shares” for further details.

The Share certificates will only become valid at 8:00 a.m. on the Listing Date, which is expected to be Thursday, 8 October 2015,
provided that the Global Offering has become unconditional in all respects at or before that time. Investors who trade Shares on the basis
of publicly available allocation details or prior to the receipt of the Share certificates or prior to the Share certificates becoming valid do
so entirely at their own risk.

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications and in respect of
successful applications if the Offer Price is less than the price payable on application.

For details of the structure of the Global Offering, including its conditions, and the procedures

for applications for Hong Kong Offer Shares, see “Structure of the Global Offering” and “How to
Apply for Hong Kong Offer Shares”, respectively.

If the Global Offering does not become unconditional or is terminated in accordance with its

terms, the Global Offering will not proceed. In such a case, the Company will make an announcement

as

soon as practicable thereafter.
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SUMMARY

This summary is intended to give you an overview of the information contained in this
prospectus. Since it is a summary, it does not contain all the information that may be important to
you. You should read this prospectus in its entirety before you decide whether to invest in the
Offer Shares. Some of the particular risks of investing in the Offer Shares are set out in “Risk
Factors” and you should read that section carefully before you decide to invest in the Offer
Shares.

Introduction

We are a leading cinematic technology provider, the exclusive licensee of the IMAX brand in
the theatre and films business and the sole commercial platform for the release of IMAX format films
in Greater China. Standing for the highest quality and most immersive motion picture entertainment
experience, the IMAX brand is one of the strongest entertainment brands in Greater China()), having
had a presence in the PRC for nearly 15 years. We believe that we are a key participant in the Greater
China film industry with wide-spread recognition and consumer loyalty through our early entry and
historical successes, including Avatar in 2010, Transformers: Age of Extinction in 2014 and Furious 7
in 2015. A significant majority of our revenue is generated in the PRC, and we expect the PRC to be
the principal source of our growth in the future. Our goal is to deliver the IMAX experience to an even
wider audience in both the PRC and Greater China as a whole, being the second largest and the fastest
growing major cinema market in the world by total box office revenue.

We have two principal business segments, namely the theatre business and the films business.

Theatre Business

Our theatre business involves the design, procurement and provision of premium digital theatre
systems at our exhibitor partners’ movie theatres, as well as the provision of related project
management and ongoing maintenance services. In FY2012, FY2013, FY2014, 1HFY2014 and
1HFY?2015, our theatre business accounted for 80.0%, 75.9%, 76.2%, 70.3% and 65.4% of our total
revenue, respectively, and 84.6%, 74.4%, 74.4%, 73.0% and 61.9% of our total gross profit,
respectively. In FY2014, 93.5% of our theatre business revenue was generated in the PRC, and we
expect the PRC to generate a rising proportion of our revenue in the future.

We generate revenue by charging fees to exhibitors for the IMAX theatre system and
associated services, brand and technology licensing and maintenance services. All the theatres using
the IMAX theatre system are owned and operated by our exhibitor partners. This enables us to limit
our exposure to financial, operational and regulatory risks associated with building and operating a
movie theatre.

Films Business

Our films business involves the digital re-mastering of Hollywood and Chinese language films
into the IMAX format through a proprietary DMR conversion process and the exhibition of these films
on the IMAX theatre network in Greater China. In FY2012, FY2013, FY2014, 1HFY2014 and
1HFY2015, our films business accounted for 20.0%, 24.1%, 23.8%, 29.7% and 34.6% of our total
revenue, respectively, and 15.4%, 25.6%, 25.6%, 27.0% and 38.1% of our total gross profit,
respectively. In FY2014, 86.0% of our films business revenue was generated in the PRC, and we
expect the PRC to generate a rising proportion of our revenue in the future.

(M According to a survey conducted by Millward Brown Research for a one week period in June 2014 involving over 300 participants.
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We generate revenue by sharing a fixed percentage in our studio partners’ box office generated
from IMAX format films. This arrangement enables us to share in the box office success of a film
while limiting our exposure to the significant capital investment required in making a film and the
regulatory requirements governing the production and distribution of films in Greater China.

IMAX Theatre Network

The number of IMAX theatres in Greater China has grown rapidly, with 128, 173, 234 and 251
IMAX theatre systems operating in Greater China as at 31 December 2012, 2013 and 2014 and 30 June
2015, respectively, representing a CAGR of 30.9% for the periods 2012 through 30 June 2015. As at
30 June 2015, we had 221 commercial IMAX theatres in operation in the PRC, representing 88.0% of
our total number of IMAX theatres in operation in Greater China.

As at 30 June 2015, we had a further 217 IMAX theatre systems in our backlog, representing
contractual commitments entered into between us and our exhibitor partners which, along with future
system signings, we believe will underpin our continued growth. In the ordinary course of business, we
continue to seek new exhibitor partners and expand existing exhibitor partnerships to increase the size
of the IMAX theatre network. The following table shows our backlog as at 30 June 2015 by business
arrangement. The majority of the theatres in our backlog are commercial theatres, and 97.2% of them
are to be located in the PRC.

Number of systems

SalES . o 66
Full revenue sharing ... ... ... . 86
Hybrid revenue sharing . .. ....... .. 65
Total .. 2170
Note:

(1) Of the total number of systems in our backlog, three of them are digital upgrades.

The carrying value of our backlog was US$127.6 million as at 30 June 2015. Revenue from our
backlog is recognised following the installation of the relevant IMAX theatre systems and not at the
time of signing customer contracts. 174 theatres in our backlog are due to be installed from 2015 to
2018, and 43 theatres in our backlog are due to be installed from 2019 to 2021. See “Business—Qur
Business Operations—The IMAX theatre network—Qur backlog” and “Financial Information—
Significant Factors Affecting Our Financial Condition and Results of Operations—Expansion of the
IMAX Theatre Network in Greater China—Backlog”.

Our Partnerships

We have strong and successful partnerships with a number of key players across the Greater
China film industry. These include over 30 exhibitors, including the largest exhibitor in the world,
Wanda Cinema, as well as other established market players such as CJ] CGV and Shanghai United
Cinema. We also work with leading producers, directors and studios in Greater China, such as Huayi
Brothers, Bona, Wanda Media and Filmko Holdings, to convert Chinese language films into the IMAX
format for release on the IMAX theatre network. These films include Journey to the West: Conquering
the Demons, Flying Swords of the Dragon Gate, Police Story, The Monkey King and Dragon Blade. In
addition, we work with large commercial real estate developers, such as Wanda Plaza, China
Resources and Longfor, to identify new IMAX theatre locations.
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IMAX Films

The theatre networks in the PRC have historically been under-developed and less well equipped
than in the United States and other developed economies. We believe that our leading technology and
theatre systems have allowed us to enhance the audience experience and satisfy growing consumer
demand for the highest quality and most immersive motion picture entertainment that the IMAX brand
stands for. In FY2014, only 4.5% of the total PRC box office was generated from non-conventional
format films such as IMAX, of which 81.1% was generated by IMAX format films. However, we have
achieved significant penetration within the top films released in the PRC - four out of the top five
highest grossing films in FY2014 in the PRC were released in the IMAX format (the top five highest
grossing films accounting for 19.3% of the total PRC box office in FY2014), and eight of the top 10
highest grossing films ever in the PRC were released in the IMAX format.

Over the last five years, the Chinese language film box office in the PRC has grown at a CAGR
of 38.1%, and in FY2014, it represented 55.0% of the total box office in the PRC. This presented a
unique opportunity for us as in FY2014 and 1HFY2015, Greater China box office from IMAX format
Chinese language films as a percentage of the total Greater China box office from IMAX format films
was only 15.2% and 8.4%, respectively. We are in the process of establishing a DMR conversion
facility and screening room in the PRC, which will give us the ability to digitally remaster Chinese
language films to IMAX format ourselves. This facility is expected to be fully operational by the end
of 2015, and we believe that it will be highly attractive to filmmakers in the PRC and strengthen our
partnerships with them. We expect that, following its establishment, our own DMR conversion facility
will be able to meet our foreseeable needs in respect of the digital re-mastering of Chinese language
films to IMAX format films. However, the DMR Services Agreements will remain in place to provide
us with back-up and overflow capacity if needed.

IMAX Technology

IMAX theatre systems bring together IMAX DMR conversion technology, advanced projection
systems, curved screens and proprietary theatre geometry as well as specialised sound systems to
create a more intense, immersive and exciting experience than a traditional movie theatre. They are the
product of over 40 years of research and development by IMAX Corporation, our Controlling
Shareholder. As the exclusive licensee of the IMAX brand and technology in Greater China, we have
full access to the most advanced IMAX theatre systems based on proprietary technology produced by
IMAX Corporation.

OUR COMPETITIVE STRENGTHS

We believe that our success to date and potential for future growth are attributable to the
following competitive strengths:

e A strong entertainment brand in the large and fast-growing Greater China market

o  Strong slate of Hollywood films() complemented by a growing portfolio of Chinese
language films

e  Unparalleled network supported by strong exhibitor partnerships
e Leading IMAX theatre system and technology delivering a unique cinematic experience

(O Hollywood films include all imported films subject to the annual quota imposed by the PRC government.
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Significant value creation across the film industry for exhibitors, studios, filmmakers and
commercial real estate developers

Experienced management team supported by prominent shareholders

OUR BUSINESS STRATEGIES

Our goal is to deliver the unique IMAX experience to an even wider audience in both the PRC
and Greater China as a whole through the following strategies:

Expanding the IMAX theatre network in the PRC

Increasing the number of revenue sharing arrangements with our exhibitor partners
Strengthening our cooperation with PRC studios and filmmakers

Maintaining our position as a provider of leading cinema technology

Continuing to invest in the IMAX brand in Greater China

Leveraging the IMAX brand to develop and invest in complementary businesses

Risk Factors

Our business is subject to numerous risks and there are risks relating to an investment in the
Shares. As different investors may have different interpretations and criteria when determining the
significance of a risk, you should read “Risk Factors” in its entirety before you decide to invest in the
Shares. The risks we primarily face include the following:

We depend principally on the orders from commercial film exhibitors for IMAX theatre
systems, to generate box office revenue under revenue sharing arrangements and to supply
venues in which to exhibit IMAX format films. However, we cannot assure you that
exhibitors will continue to do any of these things.

The success of the IMAX theatre network is directly related to the availability and
performance of IMAX format films. However, we cannot assure you that such films will
continue to be available or successful.

We currently rely significantly on IMAX Corporation in many aspects of our businesses,
including the provision of IMAX theatre system equipment and technical support, the
provision of DMR conversion services, the licensing of IP rights and the remittance of fees
from Hollywood studios.

A deterioration in our relationship with Wanda Cinema, or any of our leading exhibitor
partners, could materially and adversely affect our business, results of operation and
financial condition.

PRC government regulations applicable to any of our industry segments, including the
entertainment industry, could severely impair our ability to operate our business.

Relationship with IMAX Corporation, our Controlling Shareholder

Our ultimate controlling shareholder is IMAX Corporation. As a result of the Global Offering,
IMAX China will become a separately listed entity. No regulatory or shareholder approvals are
required by IMAX Corporation in connection with the Global Offering. Immediately following the
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completion of the Global Offering, IMAX Corporation will own approximately 69.8% of our issued
share capital (assuming that the Over-allotment Option is not exercised). Following listing, IMAX
Corporation will operate a theatre equipment and films business in regions outside of Greater China.

Competition

Our Directors believe that it is unlikely that the businesses of IMAX Corporation and us will
compete in any material respect with each other, directly or indirectly, since they operate in distinct
geographical areas. IMAX Corporation has granted us an exclusive right to use the IMAX brand and
technology in Greater China for its theatre and films businesses under the Trademark License
Agreements and the Technology License Agreements. These exclusive licences prevent IMAX
Corporation from using the IMAX trademark or IMAX technology in Greater China to compete
against our businesses.

Long-Term Agreements

We have entered into a series of long-term agreements with IMAX Corporation for the
licensing of IMAX trademarks and technology, the procurement of theatre systems and equipment,
ongoing maintenance of installed theatre systems and equipment and other services, including DMR
conversions, and the procurement of films for distribution in Greater China.

The long-term agreements are designed to ensure that we have long-term security and stability
of supply of the products and services necessary for us and our exhibitor partners to operate our
respective businesses. Each of the long-term agreements are for a renewable term of 25 years or have
no fixed term and are terminable only in limited circumstances. The key terms of these agreements are
summarised in the table below:

Agreement Subject Matter Term Fees Annual caps
Exempt Continuing Connected Transactions
Services Provision of certain elective Indefinite Cost plus 10% or N/A
Agreements services, including theatre fixed fees for
design particular
services
DMR Software  Grant of a non-exclusive licence 21 years® Annual fee of 5% N/A
License to IMAX Shanghai Multimedia ~ (renewable for an  of box office
Agreement for it to use IMAX DMR additional 25 revenue from
software in the DMR conversion years) converted films
facility to be established by the
Group
IMAX Shanghai  Provision of maintenance Two years Cost plus 10% N/A
Services services by IMAX Shanghai (renewable for
Agreement Services to IMAX Corporation  successive one
for its theatre operations in year periods unless
regions outside of Greater China terminated)
Tool and Provision of certain maintenance Indefinite Purchase price of N/A
Equipment repair tools and equipment by equipment
Supply IMAX Corporation to IMAX quoted by IMAX
Contract Shanghai Services Corporation
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Agreement Subject Matter Term Fees Annual caps
Non-exempt Continuing Connected Transactions
Personnel Secondment of certain 25 years Cost based US$4 million,
Secondment employees of IMAX USS$5 million and
Agreement Corporation to IMAX Shanghai US$6 million for
Multimedia FY2015, FY2016
and FY2017,
respectively
Trademark Grant of an exclusive right to 25 years Annual fee of 2% Determined by
License use certain IMAX trademarks (renewable for an  of gross revenues reference to the
Agreements additional of the Company  formulae for
25 years) @ determining the
royalties under
the agreements
Technology Grant of an exclusive right to 25 years Annual fee of 3% Determined by
License use certain IMAX technology (renewable for an  gross revenues of reference to the
Agreements additional the Company formulae for
25 years) @ determining the
royalties under
the agreements
DMR Services Provision of digital re-mastering 25 years Conversion fees ~ Determined by
Agreement services for Chinese language (renewable for an  of cost plus 10%  reference to the
films and the distribution of such additional formulae for
films by IMAX Corporation 25 years) @ 59%,0f t,he determining the
outside of Greater China dIStrlbl.ltlo,H fe.es fees
from distribution
of Chinese
language films in
regions outside of
Greater China
payable by
IMAX
Corporation to
the Group
Equipment Supply of IMAX equipment to 25 years Cost plus 10% Determined by
Supply us for us to provide to customers (renewable for an reference to the
Agreements additional formulae for
25 years) @ determining the
purchase price
Master Exclusive platform for the 25 years Conversion fees ~ Determined by
Distribution exhibition of Hollywood films in (renewable for an  of US$150,000 reference to the
Agreements Greater China additional for most 2D films formulae for
25 years) @ and US$200,000  determining the

for most 3D films
(fees increase for
films longer than
2.5 hours)

50% of the
distribution fees
from distribution
of IMAX
Original Films in
Greater China

fees
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Notes:
(1) The DMR Software License Agreement has an initial term of 21 years such that it is co-terminous with the other continuing connected
transactions of the Company which have a 25-year term.

(2) The renewal of these agreements upon the expiry of the initial 25-year term is subject to any applicable reporting, announcement and/or
independent shareholders’ approval requirements under Chapter 14A of the Listing Rules.

The agreements listed in the table above are described further in “Connected Transactions”.

The Stock Exchange has granted a waiver from the announcement and, where applicable, the
approval of independent shareholders requirements of the Listing Rules in respect of each of the above
transactions where this would otherwise be necessary for the entire duration of those transactions. In
addition, with the exception of the Personnel Secondment Agreement, the Stock Exchange has granted
a waiver from the requirement to set a monetary cap for the fees payable under these agreements and
the requirement for each of these agreements to be of a term not exceeding three years in duration. See
“Connected Transactions” for further details.

Contingency Agreements

In order to guard against any failure of supply by IMAX Corporation for any reason, the
Contingency Agreements have been put in place to ensure that we could continue to provide IMAX
digital xenon projection systems and IMAX laser-based digital projection systems to our exhibitor
partners and to convert conventional films into IMAX format films. The Contingency Agreements
operate as follows:

e  Prior to Listing, IMAX Corporation will deposit the Escrow Documents, which will
contain the design plans, specifications and know-how necessary to enable us to
manufacture and fully assemble IMAX digital xenon projection systems, IMAX laser-
based digital projection systems and nXos2 audio systems and to convert conventional
films into IMAX format films with an independent third party escrow agent appointed
jointly by us and IMAX Corporation (the “Agent”).

e If IMAX Corporation has, in breach of the Equipment Supply Agreements, failed to
supply us with IMAX equipment of an aggregate purchase cost of at least US$8.0 million
(representing the purchase cost of approximately 20 IMAX theatre systems or the
purchase cost of 30% of our total anticipated IMAX theatre system installations for 2015)
for a period of at least nine months (other than force majeure type events that would
restrict us from manufacturing or assembling those systems ourselves were the Escrow
Documents released), we will be entitled to issue a release notice and the Agent will,
subject to a dispute resolution mechanism, release the Escrow Documents to us within
30 days.

o If the Escrow Documents are released to us, under the Trademark License Agreements,
Technology License Agreements and DMR Software Licence we will automatically be
granted an exclusive trademark and technology licence of the IMAX brand and
technology, and a non-exclusive licence in the PRC to use the IMAX DMR software in the
Group’s DMR conversion facility that will enable us to manufacture and assemble IMAX
digital xenon projection systems, IMAX laser-based digital projection systems and nXos2
audio systems ourselves, or subcontract the manufacturing and assembly works to third
party manufacturers, and to convert conventional films into IMAX format films, for a 12-
year period following such release.
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We estimate that it would take around four months for us to establish our own manufacturing
and assembly operations using the Escrow Documents. It may be possible to restore supply more
quickly if we decided to subcontract the manufacturing and assembly operations. We plan to retain a
sufficient inventory of equipment to mitigate the impact of an interruption of supply of theatre systems
on our delivery obligations to exhibitors.

The Directors are of the view that the US$8.0 million aggregate purchase cost threshold for
release of the Escrow Documents is sufficient such that any failure by IMAX Corporation to supply
theatre systems to the Company without triggering the release of the Escrow Documents would not
affect the Company’s sustainability. This is on the basis of our planned level of inventory and our
ability to manage installation dates to mitigate the impact of a short term failure of supply.

Taking into account the above, the Directors believe that we would be able to carry on our
theatre business even if IMAX Corporation were not able to supply the Group with IMAX theatre
system components.

Competition

Over the last few years, a number of commercial exhibitors have introduced their own non-
conventional theatres in the PRC including 73 from China Giant Screen, 32 from Wanda X-Land and
28 from CJ CGV. In FY2014, the IMAX theatre network in the PRC was the largest non-conventional
theatre network and had the highest average box office per screen. In addition, based on a survey
conducted by EntGroup, we are the most well-known non-conventional cinema technology brand in
the PRC, being acknowledged by 100% of the surveyed audience, compared to 65.3% for Wanda
X-Land. See “Industry Overview” for further information concerning the PRC film industry and the
competitive landscape in which we operate.

Major Shareholders

The interests of our major Shareholders as at the Latest Practicable Date and immediately
following completion of the Global Offering are set out below.

Immediately
As at the Latest following completion
Practicable Date of the Global Offering®

Number of Approximate Number of Approximate
Shares held or Percentage of Shares held or Percentage of

Name of Shareholder Capacity interested®  interest (%)  interested interest (%)
IMAX Corporation ........ Interest in controlled

entity® 270,000,000 80% 247,912,600  69.8%
IMAX Barbados .......... Beneficial interest 270,000,000 80% 247,912,600  69.8%
FountainVest ............. Beneficial interest 33,750,000 10% 22,706,200 6.4%
CMCCP ................. Beneficial interest 16,875,000 5% 11,353,100 3.2%
CME ................... Beneficial interest 16,875,000 5% 11,353,100 3.2%

(1) Assuming that the Over-allotment Option is not exercised.
(2) Represents share numbers assuming the Share Subdivision had been completed.

(3) 270,000,000 Shares are directly held by IMAX Barbados, which is a wholly-owned subsidiary of IMAX Corporation.
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Major Customers and Suppliers

Our largest supplier is IMAX Corporation. The percentage of our costs attributable to our
largest supplier for FY2012, FY2013, FY2014, 1HFY2014 and 1HFY2015 was 82.7%, 84.2%, 82.8%,
86.9% and 81.8%, respectively.

The table below sets out our five largest customers for IHFY2015, as well as their respective
business activities:

Our Five Largest Customers Business Activities
WandaCinema . ............. ..o, Exhibitor

IMAX Corporation . .. .......ouuuvininenennnnnn.. Cinematic technology provider
Jinyi Cinemas .. ..........o i Exhibitor

Shanghai Film Group . ........................... Exhibitor

CICGYV Exhibitor

The percentage of revenue attributable to our largest customer for FY2012, FY2013, FY2014,
1HFY2014 and 1HFY2015 was 21.9%, 24.1%, 23.1%, 31.9% and 32.3%, respectively. The percentage
of revenue attributable to our five largest customers in aggregate for FY2012, FY2013, FY2014,
1HFY2014 and 1HFY2015 was 60.7%, 58.4%, 60.9%, 73.3% and 79.7%, respectively.

None of the Directors, their associates or any other Shareholder which (to the knowledge of the
Directors) owns more than 5% of the Company’s share capital as at the Latest Practicable Date (other
than IMAX Corporation) had any interest in any of our five largest suppliers or five largest customers.

Arrangements with Customers in our Theatre Business

We enter into two types of arrangements with our theatre business customers. Under sales
arrangements, we typically charge a significant upfront fee and smaller ongoing fees (which are the
greater of an annual minimum payment or a small percentage of the theatre’s box office), as well as an
annual maintenance fee. Under revenue sharing arrangements, we provide IMAX theatre systems to
our exhibitor partners in return for ongoing fees spread out over the 10 to 12 year term of the
agreement which are principally based on a percentage of the box office our exhibitor partners generate
from IMAX format films with no or a relatively smaller upfront payment.

Going forward, we intend to expand the proportion of IMAX theatres with revenue sharing
arrangements, which may have an impact on our earnings and profitability. As the amount of revenue
we are able to generate under revenue sharing arrangements is dependent upon the box office
performance of the films exhibited, poor box office performance of any film will negatively affect the
amount of the box office revenue we receive and reduce our earnings. In addition, the proportion of
IMAX theatre systems we install under hybrid revenue sharing arrangements will have an effect on our
gross profit and gross profit margin, because we record minimal gross profit and gross profit margin
during the period of system installation and record substantially higher gross profit and gross profit
margin in subsequent periods under hybrid revenue sharing arrangements. For further information, see
“Financial Information—Significant Factors Affecting Our Financial Condition and Results of
Operations—Proportion of revenue sharing arrangements”.

As we do not charge an upfront payment to our exhibitor partners under full revenue sharing
arrangements, we may require increased working capital to continue to fund the purchase and

9
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installation of such IMAX theatre systems provided to our exhibitor partners. See “Risk Factors—Risks
Relating to Our Business and Industry—QOur working capital requirements may increase as we enter
into additional revenue sharing arrangements”.

A summary of the accounting treatment of each type of business arrangement is set out below.

Ownership of IMAX
Revenue Recognition Theatre Systems
Sales Arrangement Initial payments made for the IMAX theatre Title passes to the exhibitor at
system plus present value of future ongoing system installation or when certain
payments all recognised upon installation milestone payments are received
Revenue Sharing
Arrangement
Full Revenue Sharing  Ongoing payments from exhibitors based on Title remains with us
share of box office recognised periodically
throughout the term of the arrangement.
Hybrid Revenue Initial payments made for the IMAX theatre Title remains with us
Sharing system recognised upon installation
Ongoing payments from exhibitors based on
share of box office recognised periodically
throughout the term of the arrangement.
Financial Information
Selected combined statements of comprehensive income data
FY2012 FY2013 FY2014 1HFY2014 1HFY2015
US$°000 % US$°000 % US$°000 % US$°000 % US$°000 %
Revenues ........... 46,639 100.0% 55,949 100.0% 78,218 100.0% 27,901 100.0% 43,913  100.0%
Costofsales ......... (22,294) (47.8)% (23,701) (42.4)% (31,758) (40.6)% (10,822) (38.8)% (13,349) (30.4)%
Gross profit . ........ 24,345  52.2% 32,248 57.6% 46,460 59.4% 17,079 61.2% 30,564 69.6%
Selling, general and
administrative
eXpenses . .. ....... (7,947) (17.00% (8,867) (15.8)% (11,251) (14.4)% (5,563) (19.9)% (11,847) (27.0)%
Other expenses . . . . . . . (1,019)  (22)% (2,445) (44)% (4,045) (5.2)% (1,425) (5.D% (2,453)  (5.6)%
Operating profit . . . .. 15,379  33.0% 20,936 37.4% 31,164 39.8% 10,091 36.2% 16,264 37.0%
Profit (loss) before
incometax ........ 15,390  33.0% 20,950 37.4% 29,066 37.2% 7,489  26.8% (63,342) (144.2)%
Income tax expense ... (2,523) (5.4)% (3,495) (6.2)% (6,285) (8.0)% (1,947) (7.0)% (4,605) (10.5)%
Profit (loss) for the
year/period . ...... 12,867 27.6% 17,455 31.2% 22,781 29.1% 5,542 19.9% (67,947) (154.7)%
Total comprehensive
income (loss)
for the
year/period . ...... 12,867 27.6% 17,366  31.0% 22,582 28.9% 5,404 19.4% (68,079) (155.0)%
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Adjusted profit (loss) for the year/period

Profit (loss) for the period
Adjustments:
Share-based compensation

IPO related costs
Tax impact on items listed above

Adjusted profit®

Note:

Accretion of amortised cost of financial instrument
Fair value adjustment of conversion option

FY2012 FY2013 FY2014 1HFY2014 1HFY2015
USS’000  US$’000 USS’000  US$000  USS’000

12,867 17,455 22,781 5542 (67,947)
384 973 1,149 601 1,223
....... — — 1,732 498 2,247
— — 577 2,110 77,568
— — — — 5,506

87)  (221)  (261)  (116) (269)
13,164 18,207 25978 8,635 18,328

(1) Adjusted profit is not a measure of performance under IFRS. This measure does not represent and should not be used as a substitute for,
gross profit or profit for the year as determined in accordance with IFRS. This measure is not necessarily an indication of whether cash
flow will be sufficient to fund our cash requirements or whether our business will be profitable. In addition, our definition of adjusted
profit may not be comparable to other similarly titled measures used by other companies.

In THFY2015, we recorded a loss for the period of US$67.9 million, which was primarily due
to a fair value adjustment of the bifurcated conversion option amounting to US$77.6 million associated
with our Redeemable Class C Shares and IPO-related costs of US$5.5 million recorded in our selling,
general and administrative expenses. Without considering the impact of these items, we would have
recorded a profit for the period of US$18.3 million. See “Financial Information” for further

information.

Revenue by business segment

FY2012 FY2013 FY2014 1HFY2014 1HFY2015
US$°000 % US$’000 % US$’000 % US$’000 % US$’000 %
Theatre Business
Sales ............. 25,341  543% 21,387 38.2% 28,662 36.6% 6,624 23.7% 7,932 18.1%
Revenue Sharing
Arrangements .... 7,290 15.6% 14,152 253% 22,755 29.1% 9,300 33.3% 15,996 36.4%
Theatre System
Maintenance .. ... 4,326 93% 6,019 10.8% 7,214 92% 3,384 12.1% 4435 10.1%
Sub-total® .. ... ... 37,321 80.0% 42459 75.9% 59,627 76.2% 19,615 70.3% 28,739 65.4%
Films Business . . ... 9,318 20.0% 13,490 24.1% 18,591 23.8% 8,286 29.7% 15,174 34.6%
Total ............. 46,639 100.0% 55,949 100.0% 78,218 100.0% 27,901 100.0% 43,913 100.0%
Note:

(1) Theatre business also includes other revenue of US$0.4 million, US$0.9 million, US$1.0 million, US$0.3 million and US$0.4 million in
FY2012, FY2013, FY2014, 1HFY2014 and IHFY2015, respectively.

Gross profit and gross profit margin by business segment

FY2012 FY2013 FY2014 1HFY2014 1HFY2015
US$°000 % US$°000 % US$°000 % US$°000 % US$°000 %
Theatre Business
Sales ................ 16,301 64.3% 14,065 65.8% 19,519 68.1% 4,912 742% 5,749 72.5%
Revenue Sharing
Arrangements . ...... 2,052 28.1% 5,920 41.8% 10,658 46.8% 5,593 60.1% 10,574 66.1%
Theatre System
Maintenance . ....... 2,099 48.5% 3,486 57.9% 3,969 55.0% 1,831 54.1% 2,482 56.0%
Sub-total® . ... ... ... 20,599 55.2% 23,999 56.5% 34,556 58.0% 12,463 63.5% 18,928 65.9%
Films Business ... .. 3,746 40.2% 8249 61.1% 11,904 64.0% 4,616 55.7% 11,636 76.7%
Total ................ 24,345 52.2% 32,248 57.6% 46,460 59.4% 17,079 61.2% 30,564 69.6%
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Note:
(1) Theatre business also includes gross profit in respect of other revenue of US$0.1 million, US$0.5 million, US$0.4 million, US$0.1
million and US$0.1 million in FY2012, FY2013, FY2014, IHFY2014 and 1HFY2015, respectively.

Selected combined statements of financial position data

As at 31 December 3(¢; at
une

2012 2013 2014 2015
US$°000 USS$’000 US$000 USS000
CUITENt @SSELS . . o ottt e et e e e 12,388 31,897 83,293 130,106
Current liabilities ... ......... .. .. . 38986 61,385 62,624 59,612
Net current assets/(liabilities) ................................. (26,598) (29,488) 20,669 70,494
Non-current assetS . .. ... ...ttt e 42,186 53,441 67,883 73,484
Non-current liabilities ... ............. . .. .. 15,472 20,810 62,244 186,372

Total (deficit) equity ........ ... .. ... ... .. ... . 116 3,143 26,308 (42,394)

Selected consolidated statements of cash flow data

FY2012 FY2013 FY2014 1HFY2014 1HFY2015
US$°000 US$000 US$°000 US$’000 US$°000

Net cash provided by operating activities ............... 1,321 20,414 28,220 8,210 547
Net cash used in investing activities ................... (60) (12,118) (27,515) (22,317)  (6,955)
Net cash provided by financing activities ............... — — 37,418 37418 38,000
Effects of exchange rate changesoncash ............... (1) (7 (17) 9) (12)
Increase in cash and cash equivalents during year/period ... 1,260 8,289 38,106 23,302 31,580
Cash and cash equivalents, beginning of year/period . .. ... 665 1,925 10,214 10,214 48,320
Cash and cash equivalents, end of year/period ........... 1,925 10,214 48,320 33,516 79,900

Key Financial Ratios

The following table lays out certain financial ratios as at the dates and for the periods indicated.
We have presented adjusted return on equity, adjusted return on total assets and adjusted profit margin
because we believe they present a more meaningful picture of our financial performance than
unadjusted numbers as they exclude the impact from share-based compensation, accretion of amortised
cost of Redeemable Class C Shares, fair value adjustments and the related tax impact.

For the year ended and as at

31 December For the six months

ﬂ w 2014 ended and as at 30 June 2015
Current ratio .. ... ... .. 31.8% 52.0% 133.0% 218.3%
Adjusted gearing ratio® . ... ...... .. ... .. .. ... — — 99.6% 151.6%
Adjusted return on equity® ... ... ... L. 1242% 63.4%  47.7% 50.4%
Adjusted return on total assets® .. ................. 24.1% 21.3% 17.2% 18.0%
Adjusted profit margin® . ........ .. ... ... 28.2% 32.5%  33.2% 41.7%

Notes:
(1) Current ratio is calculated by dividing total current assets by total current liabilities and multiplying the result by 100.

(2) Gearing ratio is calculated by dividing total debt by total equity and multiplying the result by 100. Total debt as at 31 December 2014
represents the Redeemable Class C Shares of US$26.8 million but without taking into account the value of the bifurcated conversion
option of US$12.9 million as at 31 December 2014. Total debt as at 30 June 2015 represents the Redeemable Class C Shares of US$54.2
million but without taking into account the value of the bifurcated conversion option of US$103.4 million as at 30 June 2015. Total
equity as at both 31 December 2014 and 30 June 2015 were adjusted to exclude the impact of the revaluation of the bifurcated
conversion option associated with the Redeemable Class C Shares.
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(3) Adjusted return on equity is calculated by dividing adjusted profit for the year/period by total equity less combined equity, then
multiplying the result by 100. Adjusted profit for the year/period means profit for the year/period adjusted for share-based compensation,
accretion of amortised co