UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K
(Mark One)
|X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 1999
1_| TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
Commission file Number 0-24216
Imax Corporation
(Exact name of registrant as specified in its charter)
Canada 98-0140269
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)
2525 Speakman Drive, Mississauga, Ontario, Canada L5K 1B1
(Address of principal executive offices) (Postal Code)

Registrant's telephone number, including area code (905) 403-6500
Securities registered pursuant to Section 12(b) of the Act:

Name of exchange
Title of each class on which registered

Securities registered pursuant to Section 12(g) of the Act:
Common Shares, no par value
(Title of class)

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

Yes |X| No |_|

The aggregate market value of the common shares of the registrant held by
non-affiliates of the registrant, computed by reference to the last sale price
of such shares as of the close of trading on March 10, 2000 was $405,093,331
(18,465,372 common shares times $21.938). As of March 10, 2000, there were
29,780,356 common shares of the registrant outstanding.

Indicate by check mark if disclosure of delinquent filers pursuant to Item
405 of Regulation S-K is not contained herein, and will not be contained, to the
best of the registrant's knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any
amendment to this Form 10-K. [X]




Annual Report on Form 10-K
December 31, 1999

Table of Contents

Page

PART I
Item 1-- BUS LN S S . ottt v vttt i e e s 4
Item 2-- 0 1=l e 11
Item 3-- Legal ProCeedingS. ..ottt e e e e 11
Item 4-- Submission of Matters to a Vote of Security Holders............ .ot nnnnenaas 12
PART II
Item 5-- Market for Registrant's Common Equity and Related Stockholder Matters...................... 13
Item 6-- Selected Financial Data. ... .....iui it it i e 13
Item 7-- Management's Discussion and Analysis of Financial Condition and Results of Operations...... 15
Item 7a-- Quantitative and Qualitative Disclosures about Market RiSK.............iiiiiiiiiiinnnnnnan 26
Item 8-- Financial Statements and Supplementary Data. . .........uueinn e nnie e 27
Item 9-- Changes in and Disagreements with Accountants on Accounting and Financial Disclosure....... 51
PART III
Item 10-- Directors and Executive Officers of the Registrant............c.uiiiiiiiiiin e 51
Item 11-- EXECUtIVe COMPENSATI0N . o v vttt et sttt e s it s it e 54
Item 12-- Security Ownership of Certain Beneficial Owners and Management..............oeevvrrnnnneen., 59
Item 13-- Certain Relationships and Related TranSaCTioNnS. .. ...ttt tn i ini it 63
PART IV
Item 14-- Exhibits, Financial Statement Schedules and Reports on FOrm 8-K..........ouuiuirnnnnnnnernnn 63
E T8 0 o oD o 66



EXCHANGE RATE DATA

Unless otherwise indicated, all dollar amounts in this document are
expressed in United States dollars. The following table sets forth, for the
periods indicated, certain exchange rates based on the noon buying rate in the
City of New York for cable transfers in foreign currencies as certified for
customs purposes by the Federal Reserve Bank of New York (the "Noon Buying
Rate"). Such rates quoted are the number of U.S. dollars per one Canadian dollar
and are the inverse of rates quoted by the Federal Reserve Bank of New York for
Canadian dollars per U.S. $1.00. The average exchange rate is based on the
average of the exchange rates on the last day of each month during such periods.
The Noon Buying Rate on December 31, 1999 was U.S. $0.6925.

Year ended December 31

1995 1996 1997 1998

Exchange rate at end of

period.........iiiiiinn U.S. $0.7325 U.S. $0.7301 U.S. $0.6999 U.S. $0.6522
Average exchange rate

during period.............. 0.7312 0.7329 0.7220 0.6740
High exchange rate during

period....... .o 0.7533 0.7513 0.7471 0.7105
Low exchange rate during

period....... ..o 0.7008 0.7235 0.6945 0.6341

SPECIAL NOTE REGARDING FORWARD-LOOKING INFORMATION

Certain statements included herein may constitute "forward-looking
statements" within the meaning of the United States Private Securities
Litigation Reform Act of 1995. These forward-looking statements include, but are
not limited to, references to future capital expenditures (including the amount
and nature thereof), business strategies and measures to implement strategies,
competitive strengths, goals, expansion and growth of its business and
operations, plans and references to the future success of the Company. These
forward-looking statements are based on certain assumptions and analyses made by
the Company in light of its experience and its perception of historical trends,
current conditions and expected future developments as well as other factors it
believes are appropriate in the circumstances. However, whether actual results
and developments will conform with the expectations and predictions of the
Company is subject to a number of risks and uncertainties, including, but not
limited to, general economic, market or business conditions; the opportunities
(or lack thereof) that may be presented to and pursued by the Company;
competitive actions by other companies; conditions in the out-of-home
entertainment industry; changes in laws or regulations; risks associated with
investments and operations in foreign jurisdictions and any future international
expansion, including those related to economic, political and regulatory
policies of local governments and laws and policies of the United States and
Canada; and the potential impact of increased competition in the markets the
Company operates within and other factors, many of which are beyond the control
of the Company. Consequently, all of the forward-looking statements made herein
are qualified by these cautionary statements, and there can be no assurance that
the actual results or developments anticipated by the Company will be realized
or, even if substantially realized, that they will have the expected
consequences to, or effects on, the Company.

IMAX(R), IMAX(R) Dome, IMAX Ridefilm(R), IMAX Solido(R), OMNIMAX(R),
IMAX(R) 3D, Personal Sound Environment(R), The IMAX Experience(R), An IMAX
Experience(R) and An IMAX 3D Experience(R) are trademarks and trade names of the
Company or its subsidiaries that are registered or otherwise protected under
laws of various jurisdictions.

U.S. $0.6925
0.6730
0.6925

0.6535



PART I
Item 1. Business

GENERAL

Imax Corporation and its subsidiaries (the "Company") is one of the
world's leading entertainment technology companies, with particular emphasis on
film and digital imaging technologies including giant-screen images, 3D
presentations, post-production and digital projection. The Company designs and
manufactures projection and sound systems for giant-screen ("15/70-format")
theaters based on proprietary and patented technology and is the largest
producer and distributor of films for giant-screen theaters. The Company,
through its recent acquisition of Digital Projection International ("DPI"), also
designs and manufactures high performance digital image delivery systems in the
form of digital projectors capable of projecting high quality images on large
screens from any video, computer or HDTV source. The IMAX(R) brand name enjoys
widespread recognition with more than 500 million viewers throughout the world
having experienced the Company's high-quality, giant-screen theater attractions
since 1970 including over 70 million viewers in 1999.

The Company has experienced substantial growth in the IMAX theater network
as a result of the increased worldwide demand for IMAX 3D theaters located in
commercial locations. The increased number of commercial IMAX theaters in
operation has attracted more commercial films to the medium including films
produced by major Hollywood studios. In January 2000, Buena Vista Pictures
Distribution, a unit of The walt Disney Company, released Disney's animated
feature Fantasia 2000: The IMAX Experience exclusively to 75 IMAX theaters
around the world for a four-month period ending April 30, 2000. Fantasia 2000
was the first theatrical full-length feature film to be reformatted into
15/70-format film and has become the fastest grossing large-format film in
history demonstrating the potential for Hollywood films to be shown in IMAX
theaters. The Company believes that the success of Fantasia 2000

has the potential to lead to additional Hollywood films being released to IMAX
theaters which, the Company believes could create further demand worldwide for
commercial IMAX theaters.

The IMAX theater network is the most extensive giant-screen theater network
in the world with 208 theaters operating in 25 countries as of December 31,
1999. The Company generally does not own IMAX theaters but leases its projection
and sound systems and licenses the use of its trademarks. IMAX theater systems
combine advanced high-resolution projection systems, sound systems and screens
as large as eight stories high (approximately 80 feet) that extend to the edge
of a viewer's peripheral vision to create immersive audio-visual experiences. As
a result, audiences feel as if they are a part of the on-screen action in a way
that is more intense and exciting than in traditional theaters. In addition, the
Company's IMAX 3D theater systems combine the same projection and sound systems
and up to eight storey screens with 3D images that further increase the
audience's feeling of immersion in the film. The Company believes that the
network of IMAX 3D theaters is the largest out-of-home 3D distribution network
in the world.

In addition to the existing library of entertaining and educational
15/70-format films, recent film productions have included commercial films such
as Everest, which was produced and distributed by MacGillivray Freeman Films and
was the first 15/70-format film to be one of the top 10 highest grossing
films in North America, T-REX: Back to the Cretaceous which was produced by the
Company, and features giant computer generated 3D images of dinosaurs, and The
walt Disney Company's animated feature Fantasia 2000: The IMAX Experience.

DPI's digital projectors are based on Texas Instruments' Digital
Micromirror DeviceTM (DMD), a unique digital imaging platform based on an
optical semiconductor chip that has any array of up to 1,310,000 hinged,
microscopic mirrors which operate as optical switches to create a high
resolution, full color image. DPI played an important role in the development of
the DMD chip. DPI designs, manufactures and sells high-quality digital image
delivery devices for applications such as rock concerts, casinos and trade
shows. DPI offers a number of different product offerings based on a range of
brightness and resolution of the projected image. The Company believes new
markets are emerging for DPI's products including applications for digital
cinema in conventional movie theaters and digital media networks including
location based advertising networks.

The Company was formed in March 1994 as a result of an amalgamation between
WGIM Acquisition Corp. and the former Imax Corporation ("Predecessor Imax").
Predecessor Imax was incorporated in 1967. Imax effected a corporate
reorganization in December 1998 to better align employees and operations to the
Company's lines of business. As a result of this reorganization, Imax Ltd., a
100% owned subsidiary of Imax Corporation, is responsible for the funtions of
system leasing, film marketing and distribution, systems maintenance, camera
rental, marketing and administration.



PRODUCT LINES

The Company is the largest designer and supplier of projection and sound
systems and the largest producer and distributor of 15/70-format films for
giant-screen theaters. The Company's theater systems include specialized
projection equipment, advanced sound systems, specialty screens, theater
automation control systems and film handling equipment. The Company derives a
significant portion of its revenues from the sale and lease of its theater
systems to giant-screen theaters and related film products and services.
Segmented information is provided in Note 19 to the audited financial statements
contained in Item 8.

In 1999, the Company acquired 100% of DPI. DPI designs, manufactures and
sells high-quality digital image delivery devices for applications such as rock
concerts, casinos and trade shows. DPI offers a number of different product
offerings based on a range of brightness and resolution of the projected image.
The Company believes new markets are emerging for DPI's products including
applications for digital cinema in conventional movie theaters and digital media
networks including location based advertising networks (see Digital Projection
International).

Giant-Screen Theaters

The Company is the pioneer and leader in the giant-screen, large-format
film industry. The IMAX theater system network has the largest installed base of
giant-screen theater systems, with systems located in 208 theaters in 25
countries as of December 31, 1999 which, including committed theaters in
backlog, will grow to more than 280 theaters by the year 2002. IMAX theaters
have flat or dome shaped screens for 2D and 3D presentations which are many
times larger than conventional theaters, extending to the edge of the viewer's
peripheral vision. The theaters have a steeply inclined floor to provide all
audience members a clear view of the screen and typically seat 250 to 500
people.

The Company's projection systems utilize the largest commercially available
film format (76mm, 15-perforation film frame), which is 10 times larger than
conventional film (35mm, 4-perforation film frame) and therefore are able to
project significantly more detail on a larger screen. The Company believes its
projectors, which utilize the Company's Rolling Loop technology, are unsurpassed
in their ability to project film with maximum steadiness and clarity with
minimal film wear, and substantially enhance the quality of the projected image.
As a result, the Company's projection systems deliver a higher level of clarity,
detail and brightness compared to conventional movies and competing systems.

To complement the film technology and viewing experience, IMAX theater
systems feature unique digital sound systems. The sound systems are among the
most advanced in the industry and help to heighten the sense of realism of a
15/70-format film. IMAX sound systems are specifically designed for IMAX
theaters and are an important competitive advantage of IMAX systems.

The following chart shows the number of the Company's theater systems by
product, installed base and backlog as of December 31, 1999:

2D 3D
Product Installed Backlog Product Installed
Base Base
Flat Screen .... IMAX 61 4 IMAX 3D 63
IMAX 3D SR 17
Dome Screen .... IMAX Dome 64 2 IMAX Solido 3



IMAX and IMAX Dome Systems. IMAX and IMAX Dome systems make up the largest
component of the Company's installed theater base. IMAX theaters, with a flat
screen, were introduced in 1970, while IMAX Dome theaters, previously known as
OMNIMAX theaters, are designed for tilted dome screens and were introduced in
1973. There have been several significant proprietary and patented enhancements
to these systems since their introduction.

IMAX 3D and 3D SR Systems. IMAX 3D systems make up the largest component of
the Company's backlog. IMAX 3D theaters utilize a flat screen 3D system which
produces realistic three-dimensional images on a giant IMAX screen. The Company
believes that the IMAX 3D system offers consumers one of the most realistic 3D
experiences available today. To create the 3D effect, the audience uses either
polarized glasses or electronic glasses that separate the left- and right-eye
images. The electronic glasses use liquid crystal shutter lenses controlled by
an infrared signal. Each lens "opens and closes" 48 times a second in
synchronization with the projector to produce full color stereoscopic viewing.
The IMAX 3D projectors can project both 2D and 3D films, allowing theater owners
the flexibility to exhibit either type of film. The Company offers upgrades to
existing theaters which have 2D IMAX projection systems to IMAX 3D projection
systems. Since the introduction of IMAX 3D technology, the Company has upgraded
11 theater systems and had one additional upgrade in backlog as of December 31,
1999.

In 1997, the Company launched a smaller IMAX 3D system called IMAX 3D SR; a
patented theater system that combines a proprietary theater design, a more
automated projection system and specialized sound system to replicate the
experience of a larger IMAX 3D theater in a smaller space (up to 270 seats). The
IMAX 3D SR theater system is designed to be located primarily in multiplexes in
smaller cities and to operate at lower costs than the larger IMAX 3D GT theater
system. The Company had 48 IMAX 3D SR systems in backlog at December 31, 1999.

IMAX Solido Systems. IMAX Solido theaters comprise a dome screen 3D system
that projects the film onto a tilted dome such that objects not only appear to
"come out" from the screen but also to envelop the viewer. IMAX Solido
projectors, like IMAX 3D projectors, can project both 2D and 3D films.

Theater System Leases

The Company's system leases generally have 10 to 20-year initial terms and,
subject to certain conditions, are typically renewable by the customer for one
or more additional 10-year terms. As part of the lease agreement, the Company
advises the customer on theater design, custom assembles and supervises the
installation of the theater system, provides training to theater personnel and
ongoing maintenance to the system. Prospective theater owners are responsible
for providing the theater location, the design and construction of the theater
building and any other necessary improvements. Under the terms of the typical
lease agreement, the title to all theater system equipment (including the
projection screen, the projector and the sound system) remains with the Company.
The Company has the right to remove the equipment for non-payment or other
defaults by the customer. The contracts are generally not cancelable by the
customer unless the Company fails to perform its obligations. The contracts are
generally denominated in U.S. dollars, except in Canada and Japan, where
contracts are generally denominated in Canadian dollars and Japanese Yen,
respectively.

The typical lease agreement provides for three major sources of revenue:
(i) upfront fees, (ii) ongoing royalty payments and (iii) ongoing maintenance
fees. Royalty payments and maintenance fees are generally received over the life
of the contract and are usually adjusted annually based on changes in the local
consumer price index. The terms of each lease agreement vary according to the
system technology provided and the geographic location of the customer.

Theater Operations and Investments

The Company has 13 theaters in which it holds an equity interest. As of
December 31, 1999 the Company's sales backlog includes seven theaters in which
the Company has an equity interest.

In the case of equity interests which are joint ventures, the Company
generally contributes the projection and sound system to the theater in exchange
for a percentage of the theater revenues and/or profits. The Company's partner
is generally responsible for constructing and outfitting the theater. The
Company may also provide management services in return for a fee or a percentage
of theater revenues as part of the equity interest.



Sound Systems

Sonics Associates, Inc. ("Sonics"), the Company's 100% owned subsidiary, is
a world leader in the development and manufacture of sound systems for all
applications including traditional movie theaters, auditoriums, and specialized
uses including the development of 3D sound capabilities and manufactures the
sound systems for the Company's theaters. Sonics holds multiple patents in sound
development including a new theater sound system developed especially for
theaters with stadium seating, a digital audio technology with advanced circuit
design specifically to enhance sound clarity and depth of sound reproduction,
and its Personal Sound Environment, the first 3D sound environment for
the movies. Prior to October 1, 1999, Sonics was 51% owned by the Company and
49% owned by four executive officers of Sonics. On October 1, 1999, the Company
purchased the remaining 49% of Sonics that it did not own (see note 3 to the
financial statements contained in Item 8).

Digital Projection International

DPI's digital projectors are based on Texas Instruments' Digital
Micromirror DeviceTM (DMD), a unique digital imaging platform based on an
optical semiconductor chip that has an array of up to 1,310,000 hinged,
microscopic mirrors which operate as optical switches to create a high
resolution, full color image. DPI played an important role in the development of
the DMD chip. DPI designs, manufactures and sells high-quality digital image
delivery devices for applications such as rock concerts, casinos and trade
shows. DPI offers a number of different product offerings based on a range of
brightness and resolution of the projected image. The Company believes new
markets are emerging for DPI's products including applications for digital
cinema in conventional movie theaters and digital media networks including
location based advertising networks. Digital Projection's products are the only
projectors to be honored with two Emmy(R) awards for broadcast engineering. On
September 3, 1999 the Company purchased 100% of DPI (see note 3 to the financial
statements contained in Item 8).

Film Production, Post-Production and Distribution

The Company is the largest producer and distributor of 15/70-format films.
The Company produces films financed either internally or partially or fully,
financed by third parties. With respect to third party productions, the Company
generally receives a film production fee in exchange for producing the films and
is appointed the exclusive distributor of the film. When the Company produces
films, it typically hires production talent and specialists on a
project-by-project basis, similar to a movie studio, allowing the Company to
retain creative and quality control without the burden of signification ongoing
overhead expenses. Typically, the ownership rights to films produced for third
parties are held by the film sponsors, the film investors and the Company.

The Company generally distributes films produced by the Company and has
acquired distribution rights to films produced by independent producers. The
Company has distribution rights to more 15/70-format films than any competing
distributor. As distributor, the Company generally receives a percentage of the
theater box office receipts. On a limited basis, the Company also markets video
cassette and laser disk souvenir copies of its films both at theaters and
through other retail channels.

The library of 15/70-format films includes entertaining and educational
films on subjects such as space, wildlife, music, history and natural wonders,
and consists of 154 films at the end of 1999 of which the Company had
distribution rights to 51 such films. In recent years, several 15/70-format
commercial films have been successfully released, including T-REX: Back to the
Cretaceous, which was released by the Company in 1998 and has grossed over $40
million to date and Everest, which was released by MacGillivray Freeman Films
1998 and has grossed over $100 million to date. On January 1, 2000 pursuant to
an agreement between the Company and Buena Vista Pictures Distribution, a unit
of The Walt Disney Company, Fantasia 2000: The IMAX Experience was released
exclusively to 75 IMAX theaters around the world for a four-month period ending
April 30, 2000. This was the first theatrical full-length feature film to be
reformatted into 15/70-format film and it became the fastest grossing
large-format film in history, grossing over $40 million in its first 75 days of
release. 15/70-format films are expected to be in distribution for five or more
years, although many of the films in the library have remained popular for
longer periods including the films To Fly (1976), Grand Canyon - The Hidden
Secrets (1984) and The Dream Is Alive (1985) which were all exhibited during
1999. In 1999, there were 15 new films released in the 15/70-format.

David Keighley Productions 70MM Inc., a wholly-owned subsidiary of the
Company, provides film post-production and quality control services for
15/70-format films (whether produced internally or externally), and is
developing digital post-production services for future digital formats.



Cameras. The Company rents 2D 15/70-format cameras and provides technical
and post-production services to third party producers for a fee. The Company
maintains 13 cameras and other film and lighting equipment to support
third-party producers and also offers production advice and technical assistance
to filmmakers.

The Company has developed state-of-the-art patented dual and single
filmstrips 3D cameras which are among the most advanced motion pictures cameras
in the world and are the only 3D cameras of their kind. The IMAX 3D camera
simultaneously shoots left- and right-eye images and its compact size allows
filmmakers access to a variety of locations, such as underwater or aboard
aircraft. The Company has three dual filmstrip cameras in its inventory.

MARKETING AND CUSTOMERS

The Company markets its theater systems through a direct sales force and
marketing staff located in offices in Canada, the United States, Europe,
Singapore and Japan. In addition, the Company has agreements with consultants,
business brokers and real estate professionals to locate potential customers and
theater sites for the Company on a commission basis.

The Company has experienced an increase in the number of commercial theater
signings and international signings since 1995. At December 31, 1999, the number
of commercial theaters installed and in backlog had increased 18% over 1998. The
commercial theater segment of the Company's theater network is now its largest
segment with a total of 148 theaters opened or in backlog. At December 31, 1999,
42% of all opened and backlog theaters are for locations outside of North
America. The Company's institutional customers include science and natural
history museums, zoos, aquaria and other educational and cultural centers. The
Company also leases its systems to theme parks, tourist destination sites, fairs
and expositions. For a breakdown of the installed theater base and backlog by
market segment, geographic segment and product as of December 31, 1999, see Item
7, Management's Discussion and Analysis of Financial Condition and Results of
Operations.

INDUSTRY AND COMPETITION

The Company competes with a number of manufacturers of large-format film
projection systems; however, the IMAX theater network and the number of
15/70-format films to which the Company has distribution rights are
substantially larger than those of its 15/70-format competitors. The Company's
customers generally consider a number of criteria when selecting a large-format
theater including quality, reputation, brand name recognition, type of systenm,
features, price and service. The Company believes that its competitive strengths
include the value of the IMAX brand name, the quality and historic up-time of
IMAX theater systems, the number and quality of 15/70-format films that it
distributes, the quality of the sound system included with the IMAX theater and
the level of the Company's service and maintenance efforts.

The commercial success of the Company's products is ultimately dependent
upon consumer preferences. The out-of-home entertainment industry in general
continues to go through significant changes, primarily due to technological
developments and changing consumer tastes. Numerous companies are developing new
entertainment products for the out-of-home entertainment industry in response to
these changes, and some of these new products are or may be directly competitive
with the Company's products. Competitors may design products which are more
attractive to the consumers and/or more cost effective than the Company's
products and that may make the Company's products less competitive. There can be
no assurance that the Company's existing products will continue to compete
effectively and be attractive to consumers or that its products under
development will ever be attractive to consumers or be competitive. The Company
may also face competition from companies in the entertainment industry with
substantially greater financial and other resources than the Company.



RESEARCH AND DEVELOPMENT

The Company believes that it is one of the world's leading entertaining
technology companies with significant in-house proprietary expertise in
projection system, camera, and sound system design, engineering and technology.
The Company believes that virtually all aspects of the motion picture industry
will be affected by the development of digital techniques, particularly in the
areas of content creation (image capture), post-production (editing and special
effects), distribution and display. The Company has made significant investments
in digital technologies, including its September 1999 acquisition of 100% of
DPI, a designer and manufacturer of digital image delivery systems, and has a
number of patents and intellectual property rights in these areas. DPI played an
important role in the development of the DMD chip that forms the basis for DPI's
projectors. The Company has made a number of significant technological advances
in the past and in January 1997, the Company was awarded an Academy AwardTM for
scientific and technical achievement by the Academy of Motion Picture Arts and
Sciences. In addition, the Company has substantial proprietary knowledge in
15/70-format film production. As of December 31, 1999, 58 of the Company's
employees were connected with research and development projects.

Several of the underlying technologies and resulting products and systems
of the Company are covered by patents or patent applications. Other underlying
technologies are available to competitors, in part because of the expiration of
certain patents owned by the Company. The Company, however, has successfully
obtained patent protection covering several of its significant improvements made
to such technologies. The Company historically has retained the rights to the
intellectual property associated with new products and technologies developed
under arrangements with third parties. The Company plans to continue to fund
research and development activity in areas considered important to the Company's
continued commercial success.

Including contributions by third parties, the Company has spent
approximately $15.5 million on research and development over the last five
years, including approximately $2.2 million, $2.8 million and $4.5 million in
1997, 1998 and 1999 respectively. In 1991, the Company received a multi-year
grant from the Ontario Technology Fund of the Government of Ontario for research
and development. The program was completed in 1998 and cost approximately $7.0
million over seven years, with the Ontario Technology Fund contributing
approximately $3.1 million.

In September 1999, the Company acquired 100% of DPI, a designer and
manufacturer of digital image delivery systems, to among other things, integrate
research and development of digital products.

MANUFACTURING AND SERVICE
Imax Manufacturing

The Company assembles its giant-screen projection systems at its Corporate
Headquarters and Technology Center in Mississauga, Ontario (near Toronto). A
majority of the components for the Company's systems are purchased from outside
vendors. The Company develops and designs all the key elements for the
proprietary technology involved in its projector and camera systems. Fabrication
of these components is then subcontracted to a group of carefully pre-qualified
suppliers. Manufacture and supply contracts are signed for the delivery of
components on an order-by-order basis. The Company has developed long-term
relationships with a number of significant suppliers, and the Company believes
its existing suppliers will continue to supply quality products in quantities
sufficient to satisfy its needs. The Company inspects all components and
sub-assemblies, completes the final assembly, and then subjects the systems to
comprehensive testing prior to shipment. Since 1980, the IMAX theater systems
have had an average in service time of over 99.8%.



Sonics Manufacturing

Sonics develops, designs and assembles the key elements of its theater
sound systems. The standard IMAX theater sound system comprises components from
a variety of sources with approximately 50% of the materials cost of each system
attributable to proprietary components provided under OEM agreements with
outside vendors. These proprietary components include custom loudspeaker
enclosures and horns and specialized amplifiers, signal processing and control
equipment. The components for the complete sound system are assembled by Sonics
at its facility in Birmingham, Alabama. Sonics also fabricates professional
audio electronics equipment for a variety of applications and offers individual
system customization for unique applications such as amusement park rides.

DPI Manufacturing

DPI develops, designs and manufactures digital projector systems utilizing
digital and micromirror technology. These projector systems are marketed
typically to commercial clients in the staging, rental and display advertising
sectors who require an industry leading combination of high brightness and
resolution. DPI manufactures projectors at its production and research facility
in Manchester, England and also maintains a sales and customer support office in
Atlanta, Georgia.

Service and Maintenance

The Company provides key services and support functions for the IMAX
theater network and for filmmakers. To support the IMAX theater network, the
Company has personnel stationed in major markets who provide periodic and
emergency service and maintenance on existing systems throughout the world. The
Company's personnel typically visit each theater every three months to service
the projection and sound systems. The Company also provides theater design
expertise for both the visual and audio aspects of the theater, as well as
system installation and training.

PATENTS AND TRADEMARKS

The Company's inventions cover various aspects of its proprietary
technology and many of such inventions are protected by Letters Patent or
applications filed throughout the world, most significantly in the United
States, Canada, Japan, Korea, France, Germany and the United Kingdom. The
subject matter covered by these patents and applications encompasses electronic
circuitry and mechanisms employed in film projectors and projection systems
(including 3D projection systems), a simulator theater system and the orthogonal
motion base mechanism, and a method for synchronizing digital data systems. The
Company has been diligent in the protection of its proprietary interests.

The Company currently holds 58 patents, has 19 patents pending in the
United States and has corresponding patents or filed applications in many
countries throughout the world. Through its subsidiary DPI, the Company holds 13
patents and has 10 patents pending in the United States related to the delivery
and projection of digital images. While the Company considers its patents to be
important to the overall conduct of its business, it does not consider any
particular patent essential to its operations. Certain of the Company's patents
in the United States, Canada and Japan for improvements to the IMAX projector,
IMAX Solido and sound systems expire between 2001 and 2018.

The Company owns or otherwise has rights to trademarks and trade names used
in conjunction with the sale of its products, systems and services. The
following trademarks are considered significant in terms of the current and
contemplated operations of the Company: The IMAX Experience(R), An IMAX 3D
Experience(R), An IMAX Experience(R), IMAX(R), IMAX(R) 3D, IMAX(R) Dome, IMAX
Solido(R), Personal Sound Environment(R), OMNIMAX(R) and IMAX Ridefilm(R). These
trademarks are widely protected by registration or common law throughout the
world. The Company also owns the service mark IMAX THEATRE(TM). The Company
vigorously enforces its trademarks and trade names against whomever it believes
is infringing upon its rights.
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EMPLOYEES

As of December 31, 1999, the Company had 635 employees not including hourly
employees at Company-owned theaters. The Company's employees are not represented
by a labor union. The Company has never experienced an employee strike and
believes that its employee relations are excellent.

Item 2. Properties
The Company's principal executive offices are located in Mississauga,

Ontario and New York, New York. The Company's principal facilities are as
follows:

Operation Own/Lease
Mississauga, Ontario (1).... Headquarters, Administrative, Assembly and own
Research and Development
New York, New York.......... Executive Lease
Birmingham, Alabama ........ Sound Systems Design and Assembly own
Kempten, Germany............ Sales and Marketing Lease
Los Angeles, California..... Sales, Marketing, Film Production and Lease
Post-Production
Singapore. ......cvviiiiiann Sales and Marketing Lease
Tokyo, Japan................ Sales, Marketing, Maintenance and Theater Design Lease
Manchester, England......... Digital Projection International Design and Lease
Assembly, Research and Development
Atlanta, Georgia............ Digital Projection International Sales, Marketing Lease

and Service

(1) This property is subject to a collateral secured charge in favour of The
Toronto-Dominion Bank in connection with a working capital facility.

Item 3. Legal Proceedings

In April 1994, Compagnie France Film Inc. filed a claim against the Company
in the Superior Court in the District of Montreal, in the Province of Quebec,
alleging breach of contract and bad faith in respect of an agreement which the
plaintiff claims it entered into with the Company for the establishment of an
IMAX theater in Quebec City, Quebec, Canada. Until December 1993, Predecessor
Imax was in negotiations with the plaintiff and another unrelated party for the
establishment of an IMAX theater in Quebec City. In December 1993, Predecessor
Imax executed a system lease agreement with the other party. During the
negotiations, both parties were aware of the other party's interest in also
establishing an IMAX theater in Quebec City. The plaintiffs claimed damages of
Canadian $4.6 million, representing the amount of profit they claim they were
denied due to their inability to proceed with an IMAX theater in Quebec City,
together with expenses incurred in respect of this project and pre-judgement
interest. The Company disputed this claim and filed a defense in response.
Compagnie France Film had also incorporated a shell company, 3101-8450 Quebec
Inc. ("3101"). 3101 was to, among other things, enter into a lease for the
proposed IMAX theater site. In November 1993, while negotiations between
Compagnie France Film and the Company were still ongoing, 3101 entered into a
lease for the site. 3101 defaulted on the lease and the landlord sued 3101 in an
unrelated action to which the Company was not a party. In February 1996, 3101
was found liable to pay the landlord damages in the amount of Canadian $2.5
million. Subsequent to that judgment 3101 intervened in the lawsuit between
Compagnie France Film and the Company in order to claim from the Company damages
in the amount of Canadian $2.5 million. The Company disputed these claims and
the suit went to trial in January 1998. In a decision rendered in April 1998,
the court dismissed the plaintiffs' claims with costs. In May 1998, the
plaintiffs and 3101 both filed appeals of the decision to the Quebec Court of
Appeal. The Company believes that the amount of the loss, if any, will not have
a material impact on the financial position or results of operations of the
Company, although no assurance can be given with respect to the ultimate outcome
of this litigation.
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In January 2000, the Commission of the European Communities (the
"Commission") informed the Company that Euromax, an association of European
large screen cinema owners had filed a complaint against the Company under EC
competition rules. The complaint addressed a variety of alleged abuses, mainly
relating to the degree of the control that the Company asserts over the
projection systems it leases, and the form and terms of the Company's
agreements. No formal investigation has been initiated to date, and the
Commission has limited itself to a request of Imax to comment on the complaint.
Should proceedings be initiated, it is expected that no decision would be
rendered until 2001 at the earliest. Although the Commission has the power to
impose fines of up to a maximum of 10% of Company revenue for breach of EC
competition rules, the Company believes on the basis of currently available
information and an initial review that such result would not be likely. The
Company further believes that the allegations in the complaint are meritless and
will accordingly defend the matter vigorously. The Company believes that the
amount of the loss, if any, suffered in connection with this lawsuit would not
have a material impact on the financial position or results of operations of the
Company, although no assurance can be given with respect to the ultimate outcome
of this litigation.

In addition to the litigation described above, the Company is currently
involved in other litigation 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
for any such litigation.

Item 4. Submission of Matters to a Vote of Security Holders
There were no matters submitted to a vote of the security holders during

the quarter ended December 31, 1999.
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PART II
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters

The Company's common shares are listed for trading under the trading symbol
"IMAX" on the Nasdagq National Market System ("Nasdaq"). The common shares are
also listed on The Toronto Stock Exchange ("TSE") under the trading symbol
"IMX". The following table sets forth the range of high and low sales prices per
share for the common shares on Nasdaq and the TSE.

U.S. Dollars

High Low
Nasdaq
Year ended December 31, 1999
Fourth quarter 28.750 17.000
Third quarter 25.500 19.563
Second quarter 24.125 18.688
First quarter 33.625 15.000
Year ended December 31, 1998
Fourth quarter 32.250 18.000
Third quarter 25.000 17.000
Second quarter 28.875 21.750
First quarter 29.000 20.500
Canadian Dollars
High Low
TSE
Year ended December 31, 1999
Fourth quarter 42.500 25.750
Third quarter 38.000 28.500
Second quarter 35.000 27.400
First quarter 51.000 23.700
Year ended December 31, 1998
Fourth quarter 51.000 33.000
Third quarter 38.050 26.750
Second quarter 40.800 30.100
First quarter 41.950 28.750

As of December 31, 1999 the Company had 255 registered holders of record of
the Company's common shares.

The Company has not paid within the last two fiscal years, and has no
current plans to pay, dividends on its common shares. The payment of dividends
by the Company is subject to certain restrictions under the terms of the
Company's indebtedness (see note 12 to the consolidated financial statements in
Item 8 and the discussion of liquidity and capital resources in Item 7). The
payment of any future dividends will be determined by the Board of Directors in
light of conditions then existing, including the Company's financial condition
and requirements, future prospects, restrictions in financing agreements,
business conditions and other factors deemed relevant by the Board of Directors.

Item 6. Selected Financial Data
(in thousands of dollars, except per share data and systems data)

The selected financial data set forth below is derived from the
consolidated financial statements of the Company. The financial statements have
been prepared in accordance with United States Generally Accepted Accounting
Principles ("U.S. GAAP"). Effective April 1, 1996, the Company adopted the U.S.
dollar as its functional currency. This change in accounting policy was applied
prospectively. All financial information referred to herein is expressed in U.S.
dollars unless otherwise noted.
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Operating Statement Data:

REVENUE. . ottt i i it s e
IMAX SYSEemMS. .. iii ittt i i e i eas

Digital projection systems..............

S

Total revenue. ... ..iiiiiinn e

Costs and expenses (2)

GroSS Margin. ...ttt
Loss from equity-accounted investees (3)....

Selling, general and administrative

EXPENSES (4) ittt
Research and development ...................
Amortization of intangibles (5).............

Earnings from operations....................
Interest income......... .o iiiiiiiiii i,
INterest eXPeNSe. ...ttt
Foreign exchange gain (1loSS)................

Earnings before taxes and minority interest.
Provision for income taxes..................

Earnings before minority interest..........
Minority interest..........coviiiiiiiinn.s

Earnings before extraordinary item..........
Extraordinary loss on early retirement of debt,
(net of income tax benefit of $1,588) (6)...

Net earnings........ooviiiiiiiii s

Earnings per share (7)
Before extraordinary item

BaASIC. . vttt it s
Diluted. .. it s

Net earnings per share

BaASIC. . ittt s

Systems and Other Data:

Total systems signed (8).........ccvvviiuunnn
Value of systems signed (in millions).......
New systems delivered.......................
Total systems in operation..................
Total systems in sales backlog (9)..........
Revenue in sales backlog (10)...............

(1) Operating statement data for 1999 includes approximately four months of

Years Ended December 31,

1995 1996 1997 1998 1999(1)

$ 51,968 $ 85,972 $ 97,539 $ 140,874 $ 126,826
-- -- -- -- 10,999

28,835 28,367 39,683 30,824 47,227
7,694 15, 499 21,259 18,657 18,783
88,497 129, 838 158, 481 190, 355 203, 835
44,348 58, 257 73,806 111,784 106, 241
44,149 71,581 84,675 78,571 97,594

-- -- (22) (6,763) (683)

25,925 29, 495 32,115 38,777 36,584
2,808 2,493 2,129 2,745 3,868
2,541 2,708 2,701 5,948 2,585
12,875 36,885 47,708 24,338 53,874
3,377 5,797 5,604 5,320 9,984
(7,337) (11,765) (13, 402) (14, 646) (21,860)

193 (337) (623) 588 977

9,108 30,580 39, 287 15, 600 42,975
(5,458) (13,579) (17,265) (9,810) (16,535)
3,650 17,001 22,022 5,790 26,440

-- (1,593) (1,357) (1,895) (1,207)

$ 3,650 $ 15,408 $ 20,665 $ 3,895 $ 25,233
-- -- -- (2,095) --

$ 3,650 $ 15,408 $ 20,665 $ 1,800 $ 25,233
$ 0.12 $ 0.54 $ 0.7 $ 0.10 $ 0.85
$ 0.11 $ 0.50 $ 0.68 $ 0.09 $ 0.83
$ 0.12 $ 0.54 $ 0.7 $ 0.03 $ 0.85
$ 0.11 $ 0.50 $ 0.68 $ 0.03 $ 0.83
24 26 48 43 44

$ 64.6 $ 89.6 $ 128.4 $ 129.2 $ 120.2
11 26 24 41 35

130 149 159 183 208

a4 45 77 76 77

$ 107,238 $ 131,835 $ 175,394 $ 175,756 $ 192,468

DPI's operations (acquired by the Company on September 3, 1999) and

excludes approximately three months of the minority interest in Sonics
(acquired by the Company on October 1, 1999).

(2) The costs and expenses for the years ended December 31, 1995, 1996, 1997
and 1998 include $2.5 million, $1.9 million, $1.4 million,

respectively, of charges for the amortization of purchase accounting

adjustments associated with the original acquisition of the Company in
1994. Costs and expenses for the year ended December 31, 1999 were reduced

by $1.5 million relating to the amortization of purchase accounting
adjustments associated with the acquisitions of DPI and the minority

interest in Sonics (see note 3 to the financial statements contained in
Item 8). The year ended December 31, 1998 includes a $7.9 million charge
related to rationalization of the Company's motion simulation division and
$19.1 million related to the write-down of the value of some of the films

in the Company's library.
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(3) Loss from equity-accounted investees in 1998 includes the Company's 50%
share of the loss of Forum Ride Associates and a provision against the
remaining carrying val