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IMAX Corporation (the "Company") is filing this amendment no.2 on Form
10-Q/A (the "Form 10-Q/A") to amend and update Item 2 of Part I of its Quarterly
Report on Form 10-Q/A for the quarter ended March 31, 2004, which was originally
filed with Securities and Exchange Commission (the "SEC") on July 27, 2004 (the
"Form 10-Q"). No other information included in the original Form 10-Q is amended
hereby.

The information included in this Form 10-Q/A has not been updated for any
events that have occurred subsequent to the originally filed Form 10-Q on July
27, 2004. For a discussion of events and developments subsequent to March 31,
2004, see the Company's reports filed with the SEC since July 27, 2004.

SPECIAL NOTE REGARDING FORWARD-LOOKING INFORMATION

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

(or lack thereof) that may be presented
competitive actions by other companies;
entertainment industry; changes in laws

to and pursued by the Company;
conditions in the out-of-home
or regulations; conditions in the

commercial exhibition industry; the acceptance of the Company's new
technologies; 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; 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 in this quarterly report are qualified by these
cautionary statements, and actual results or anticipated developments by the
Company may not be realized, and even if substantially realized, may not have
the expected consequences to, or effects on, the Company. The Company undertakes
no obligation to update publicly or otherwise revise any forward-looking
information, whether as a result of new information, future events or otherwise.
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IMAX CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
IN ACCORDANCE WITH UNITED STATES GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(in thousands of U.S. dollars)

MARCH 31, 2004
DECEMBER 31,
(UNAUDITED)

2003 ----------

------- ASSETS
Cash and cash
equivalents $
23,187 $ 47,282
Restricted cash
(note 7(b))
1,229 4,961
Accounts
receivable, net
of allowance
for doubtful
accounts of
$7,226 (2003 -
$7,278) 16,150
13,887
Financing
receivables
(note 3) 56,808
56,742
Inventories
(note 4) 27,599
28,218 Prepaid
expenses 3,395
1,902 Film
assets 1,227
1,568 Fixed
assets 34,522
35,818 Other
assets 13,575
13,827 Deferred
income taxes
(note 11) 3,923
3,756 Goodwill
39,027 39,027
Other
intangible
assets 3,278
3,388 ---------

assets $

250, 376

LIABILITIES
Accounts
payable $ 5,037
$ 5,780 Accrued
liabilities
(note 7(c))
51,388 43,794
Deferred
revenue 60,105
63,344 New
Senior Notes
due 2010 (note
5) 160,000
160,000 0ld
Senior Notes
due 2005 (note
6) -- 29,234 --

Total
liabilities
276,530 302,152



-- COMMITMENTS
AND
CONTINGENCIES
(notes 7 and 8)
SHAREHOLDERS'
EQUITY
(DEFICIT)
Capital stock -
no par value.
Authorized -
unlimited
number. Issued
and outstanding
- 39,304,491
(2003 -
39,301, 758)
115,620 115,609
Other equity
3,210 3,159
Deficit
(172, 085)
(171, 189)
Accumulated
other
comprehensive
income 645 645

-- Total
shareholders'
deficit

Total
liabilities and
shareholders'
equity
(deficit) $
223,920 $
250,376

(the accompanying notes are an integral part of these
condensed consolidated financial statements)
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IMAX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
IN ACCORDANCE WITH UNITED STATES GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(in thousands of U.S. dollars, except per share amounts)
(UNAUDITED)

THREE MONTHS
ENDED MARCH
31, ----me---

REVENUE IMAX
systems (note
9(a)) $
16,021 $
22,315 Films
4,489 6,835
Theater
operations
3,742 3,166
Other 629
1,333 -------

24,881 33,649
COSTS OF
GOODS AND
SERVICES

12,519 17,648

GROSS MARGIN
12,362 16,001
Selling,
general and
administrative
expenses
(note 9 (b))
8,335 8,144
Research and
development
1,144 712
Amortization
of
intangibles
151 140
Income from
equity-
accounted
investees --
(287)
Receivable
provisions,
net of
(recoveries)
(note 10)
(898) 614 ---

EARNINGS FROM
OPERATIONS
3,630 6,678

Interest
income 126
265 Interest

expense

(4,068)

(4,288) Loss

on retirement

of notes
(note 6)
(784) -- ----

NET EARNINGS



(LOSS) FROM
CONTINUING
OPERATIONS
BEFORE INCOME
TAXES (1,096)
2,655
Provision for
income taxes
(note 11) --
(137) -------
------- NET
EARNINGS
(LOSS) FROM
CONTINUING
OPERATIONS
(1,096) 2,518
Net earnings
(loss) from
discontinued
operations
(note 15) 200
(95) --------

------ NET
EARNINGS
(LOSS) (896)
2,423

EARNINGS
(LOSS) PER
SHARE (note

12): Earnings
(loss) per
share - basic
and diluted:
Net earnings
(loss) from
continuing
operations $
(0.03) $ 0.07
Net earnings
(loss) from
discontinued
operations $
0.01 $ -- ---

Net earnings
(loss) $
(0.02) $ 0.07

(the accompanying notes are an integral part of these
condensed consolidated financial statements)
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IMAX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
IN ACCORDANCE WITH UNITED STATES GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(in thousands of U.S. dollars)
(UNAUDITED)

THREE MONTHS
ENDED MARCH 31, -

- CASH PROVIDED
BY (USED IN):
OPERATING
ACTIVITIES Net
earnings (loss)
from continuing
operations $
(1,096) $ 2,518
Items not
involving cash:
Depreciation and
amortization
2,483 2,533
Write-downs
(recoveries)
(898) 628 Income
from equity-
accounted
investees --
(287) Deferred
income taxes
(167) -- Loss on
retirement of
notes 784 --
Stock and other
non-cash
compensation 561
1,101 Non-cash
foreign exchange
(gain) loss 165
(205) Premium on
repayment of
notes (576) --
Investment in
film assets (71)
(240) Changes in
restricted cash
3,732 (998)
Changes in other
non-cash
operating assets
and liabilities
907 (5,357) Net
cash provided by
(used in)
operating
activities from
discontinued
Operations --
(248) -----------
--------- Net
cash provided by
(used in)
operating
activities 5,824
(555) -----------

INVESTING
ACTIVITIES
Purchase of fixed
assets (164)
(302) Increase in
other assets



(318) (195)
Increase in other
intangible assets

(40) (172) Net
cash used in
investing
activities from
discontinued
operations --
(21) ------------
-------- Net cash
used in investing
activities (522)
(690) ------m-n---

FINANCING
ACTIVITIES
Repayment of 01d
Senior Notes due
2005 (29,234) --
Financing costs
related to New
Senior Notes due
2010 (347) --
Common shares
issued 11 -- Net
cash provided by
financing
activities from
discontinued
operations 200
200 -------------
------- Net cash
provided by (used
in) financing
activities
(29,370) 200 ----

Effects of
exchange rate
changes on cash
(27) 24 -—--------

DECREASE IN CASH
AND CASH
EQUIVALENTS FROM
CONTINUING
OPERATIONS
(24,295) (952)
Increase
(decrease) in
cash and cash
equivalents from
discontinued
operations 200
(69) ------------
-------- DECREASE
IN CASH AND CASH
EQUIVALENTS,
DURING THE PERIOD
(24,095) (1,021)
CASH AND CASH
EQUIVALENTS,
BEGINNING OF
PERIOD 47,282
33,801 ----------
—————————— CASH
AND CASH
EQUIVALENTS, END
OF PERIOD $
23,187 $ 32,780




(the accompanying notes are an integral part of these
condensed consolidated financial statements)
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IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Tabular amounts in thousands of U.S. dollars unless otherwise stated)
(UNAUDITED)

1. BASIS OF PRESENTATION

The Condensed Consolidated Financial Statements include the accounts of
IMAX Corporation together with its wholly owned subsidiaries (the
"Company"). The nature of the Company's business is such that the
results of operations for the interim periods presented are not
necessarily indicative of results to be expected for the fiscal year.
In the opinion of management, the information contained herein reflects
all adjustments necessary to make the results of operations for the
interim periods a fair statement of such operations. All such
adjustments are of a normal recurring nature, except as discussed in
the accompanying notes.

The Company reports its results under United States Generally Accepted
Accounting Principles ("U.S. GAAP"). The financial statements and
results referred herein are reported under U.S. GAAP. Significant
differences between United States and Canadian Generally Accepted
Accounting Principles are described in note 19.

These financial statements should be read in conjunction with the
Company's most recent annual report on Form 10-K/A for the year ended
December 31, 2003 which should be consulted for a summary of the
significant accounting policies utilized by the Company. These interim
financial statements are prepared following accounting policies
consistent with the Company's financial statements for the year ended
December 31, 2003, and as described below, except as described in note
2.

The Company currently follows the intrinsic value method of accounting
for employee stock options as prescribed by APB 25. If the fair value
methodology prescribed by FAS 123 had been adopted by the Company, pro
forma results for the three months ended March 31, would have been as
follows:

Net earnings
(loss) as
reported $

(896) $ 2,423

Stock based

compensation

expense, if the
methodology
prescribed by

FAS 123 had

been adopted

(1,594) (2,223)

---- Adjusted
net earnings $
(2,490) $ 200

Earnings per
share - basic
and diluted:
Net earnings
(loss) as
reported $
(0.02) $ 0.07
FAS 123 stock
based
compensation
expense (0.04)
$ (0.06) ------

Adjusted net



earnings (loss)
$ (0.06) $ 0.01

Of the total stock based compensation expense under FAS 123 for the
three months ended March 31, 2004 of $1,594, $1,205 relates to stock
grants made in 2000 at an average exercise price of $24.25. In
accordance with FAS 123, this expense represents amortization of stock
option charges that were valued at the grant date using an
option-pricing model with assumptions that were valid at the time with
no further update of current stock trends and assumptions.
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IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

(Tabular amounts in thousands of U.S. dollars unless otherwise stated)

(UNAUDITED)
BASIS OF PRESENTATION (cont'd)

The weighted average fair value of common share options granted to
employees for the three months ended March 31, 2004 at the time of
grant was $2.49 per share (2003 - $1.55 per share). For the three
months ended March 31, 2003 and prior, the Company used the
Black-Scholes option-pricing model to determine the fair value of
common share options granted as estimated at the grant date. The
following assumptions were used during the three months ended March 31,
2003: dividend yield of 0% an average risk free interest rate of 2.1%,
20% forfeiture of options vesting greater than two years; expected life
of one to seven years; and expected volatility of 50%. As of April 1,
2003, the Company adopted a Binomial option-pricing model to determine
the fair value of common share options at the grant date. For the three
months ended March 31, 2004, the following assumptions were used:
dividend yield of 0%; an average risk free interest rate of 3.68%; an
equity risk premium between 5.23% and 5.53%; a beta between .95 and
1.03; expected option life between 4.38 and 4.44 years; an average
expected volatility of 62%; and an annual termination probability of
9.62%. Had the Company changed from using the Black-Scholes option
pricing model to a Binomial option pricing model effective January 1,
2003 rather than April 1, 2003, the impact would not have been
significant.

ACCOUNTING CHANGES

In January 2003, the FASB issued FIN 46 (revised 2003 by FIN 46R) which
requires a variable interest entity ("VIE") to be consolidated by its
primary beneficiary ("PB"). The PB is the party that absorbs a majority
of the VIE's expected losses and/or receives a majority of the expected
residual returns. The Company has evaluated its various variable
interests to determine whether they are in VIE's.

The Company reviewed its management agreements relating to theaters
which the Company manages, and has no equity interest, and concluded
that such arrangements were not variable interests since the Company's
fees are commensurate with the level of service and the theater owner
retains the right to terminate the service.

The Company has also reviewed its financial arrangements with theaters
where it shares in the profit or losses of the theater. The Company has
not evaluated these arrangements under FIN 46R as the arrangements meet
the scope exceptions defined in the pronouncement.

The Company has determined that one of its film production companies is
a VIE with total assets of $0.5 million and total liabilities of $0.6
million as at March 31, 2004. Since the Company absorbs a majority of
the VIE's losses, the Company has determined that it is the PB of the
entity. The Company continues to consolidate this entity with no
material impact on the operating results or financial condition of the
Company.
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IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Tabular amounts in thousands of U.S. dollars unless otherwise stated)
(UNAUDITED)

3. FINANCING RECEIVABLES

The Company generally provides its theater systems to customers on a
long-term lease basis, typically with initial lease terms of 10 to 20
years. Financing receivables consisting of net investment in leases and
long term receivables are comprised of the following:

MARCH 31,
DECEMBER 31,
2004 2003 -----

NET INVESTMENT
IN LEASES Gross
minimum lease
amounts
receivable $
97,248 $ 97,408
Residual value
of equipment
824 824
Unearned
finance income

Present value
of minimum
lease amounts
receivable
58,782 59,385
Accumulated
allowance for
uncollectible
amounts (5,115)
(5,840) -------
---------- Net
investment in
leases 53,667
53,545 --------

term
receivables
3,141 3,197 ---

Total financing
receivables $
56,808 $ 56,742

4. INVENTORIES

MARCH 31,
DECEMBER 31,
2004 2003 -----

Raw materials $
5,765 $ 5,868
Work-in-process
4,671 4,327
Finished goods
17,163 18,023 -



28,218

5. NEW SENIOR NOTES DUE 2010

As at March 31, 2004, the Company has $160.0 million aggregate
principal of 9.625% senior notes due December 1, 2010 (the "New Senior
Notes"). The Company commenced an exchange offer to exchange all
outstanding New Senior Notes for up to $160.0 million aggregate
principal amount of senior notes due December 1, 2010 that will be
registered under the U.S. Securities Act of 1933, as amended (the
"Registered Notes"). On February 27, 2004, the Company filed a
registration statement on Form S-4 in relation to the Registered Notes.
The Registered Notes will continue to be unconditionally guaranteed,
jointly and severally, by certain of the Company's wholly-owned
subsidiaries. After the exchange the terms of the Registered Notes will
be substantially identical to the terms of the New Senior Notes, and
evidence the same indebtedness as the New Senior Notes, except that the
Registered Notes will be registered under U.S. securities laws, will
not contain restrictions on transfer or provisions relating to special
interest under circumstances related to the timing of the exchange
offer, will bear a different CUSIP number from the New Senior Notes and
will not entitle their holders to registration rights.
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IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Tabular amounts in thousands of U.S. dollars unless otherwise stated)
(UNAUDITED)

6. OLD SENIOR NOTES DUE 2005

In December 2003 the Company completed a tender offer and consent
solicitation for the remaining $152.8 million of principal of senior
notes due December 1, 2005 bearing interest at a rate of 7.875% per
annum (the "Old Senior Notes") that were not retired previously. In
December 2003, $123.6 million in principal of the 0ld Senior Notes were
redeemed pursuant to the tender offer. Notice of Redemption for all
remaining outstanding 0ld Senior Notes was delivered on December 4,
2003 and the remaining $29.2 of outstanding 0ld Senior Notes were
redeemed on January 2, 2004 using proceeds from its private placement
(see note 5).

In the first quarter of 2004, the Company recorded a loss of $0.8
million related to the retirement of the Company's 0ld Senior Notes.

7. COMMITMENTS
(a) The Company's total minimum annual rental payments to be made under

operating leases for premises as of March 31, 2004 for each of the
years ended December 31 are as follows:

2004 $ 4,145
2005 5,827
2006 5,720
2007 5,554
2008 5,339
Thereafter 37,184

$ 63,769

(b) As at March 31, 2004, the Company has letters of credit of $4.3 million

outstanding of which $1.2 million have been collateralized by cash
deposits and the remainder have been issued under the credit facility
arrangement (see note 17).

(c) In March 2004, the Company received $5.0 million in cash under a film
financing arrangement which is included in accrued liabilities. The
Company is required to expend these funds towards the production of a
future motion picture title.

8. CONTINGENCIES

(a) In March 2001, a complaint was filed against the Company by Muvico
Entertainment, L.L.C. ("Muvico"), alleging misrepresentation and
seeking rescission in respect of the system lease agreements between
the Company and Muvico. The complaint was subsequently amended to add
claims for fraud based upon the same factual allegations underlying its
prior claims. The Company filed counterclaims against Muvico for breach
of contract, unjust enrichment unfair competition and/or deceptive
trade practices and theft of trade secrets, and brought claims against
MegaSystems, Inc. ("MegaSystems"), a large-format theater system
manufacturer, for tortious interference and unfair competition and/or
deceptive trade practices and to enjoin Muvico and MegaSystems from
using the Company's confidential and proprietary information. The case
is being heard in the U.S. District Court, Southern District of
Florida, Miami Division. The Company's motion for a summary judgement
on its contract claims against Muvico was heard in September 2003; a
decision has not yet been rendered. The Company believes that the
allegations made by Muvico in its complaint are entirely without merit
and will accordingly defend the claims vigorously. The Company further
believes that the amount of loss, if any, suffered in connection with
this lawsuit would not have a material impact on the financial position
or results of operation of the Company, although no assurance can be
given with respect to the ultimate outcome of any such litigation.



Page 10



(b)

(c)

(d)

(e)

(f)

IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

(Tabular amounts in thousands of U.S. dollars unless otherwise stated)

(UNAUDITED)
CONTINGENCIES (cont'd)

In May 2003, the Company filed a Statement of Claim in the Ontario
Superior Court of Justice against United Cinemas International
Multiplex B.V. ("UCI") for specific performance, or alternatively,
damages of $25.0 million with respect to the breach of a 1999 agreement
between the Company and UCI whereby UCI committed to purchase IMAX
theater systems from the Company. In August 2003, UCI filed a Statement
of Defence denying it is in breach. On December 10, 2003, UCI and its
two subsidiaries in the United Kingdom and Japan filed a claim against
the Company claiming alleged breaches of the 1999 agreement referred to
in the Company's claim against UCI, and repeating allegations contained
in UCI's Statement of Defence to the Company's action. The Company
believes that the allegations made by UCI in its complaint are entirely
without merit and will accordingly defend the claims vigorously. The
Company believes that the amount of loss, if any, suffered in
connection with this lawsuit would not have a material impact on the
financial position or results of operation of the Company, although no
assurance can be given with respect to the ultimate outcome of any such
litigation.

In November 2001, the Company filed a complaint with the High Court of
Munich against Big Screen, a German large-screen cinema owner in Berlin
("Big Screen"), demanding payment of rental payments and certain other
amounts owed to the Company. Big Screen has raised a defense based on
alleged infringement of German antitrust rules, relating mainly to an
allegation of excessive pricing. Big Screen had brought a number of
motions for restraining orders in this matter relating to the Company's
provision of films and maintenance, all of which have been rejected by
the courts, including the Berlin Court of Appeals, and for which all
appeals have been exhausted. The Company believes that all of the
allegations in Big Screen's individual defense are entirely without
merit and will accordingly continue to prosecute this matter
vigorously. The Company believes that the amount of the loss, if any,
suffered in connection with this dispute 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 any such litigation.

In January 2004, the Company and IMAX Theater Services Ltd., a
subsidiary of the Company, commenced an arbitration seeking damages of
approximately $3.7 million before the International Court of
Arbitration of the International Chambers of Commerce with respect to
the breach by Electronic Media Limited ("EML") of its December 2000
agreement with the Company. In April 2004, EML filed an answer and
counterclaim seeking the return of funds EML has paid to the Company,
incidental expenses and punitive damages. The Company believes that the
allegations made by EML in its counterclaim are entirely without merit
and will accordingly defend the claims vigorously. The Company believes
that the amount of loss, if any, suffered in connection with this
arbitration would not have a material impact on the financial position
or results of operation of the Company, although no assurance can be
given with respect to the ultimate outcome of any such litigation.

In January 2000, Euromax, an association of European large-screen
cinema owners, filed a compliant against the Company with the European
Commission based on European Community ("EC") competition rules. The
complaint alleged illegal tying and excessive pricing practices. The EC
issued a final written decision in rejecting the complaint in its
entirety on March 25, 2004.

In addition to the matters described above, the Company is currently
involved in other legal proceedings 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.
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IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Tabular amounts in thousands of U.S. dollars unless otherwise stated)

(UNAUDITED)
9. CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS SUPPLEMENTAL
INFORMATION
(a) In the normal course of its business, the Company each year will have

customers who, for a number of reasons including the inability to
obtain certain consents, approvals or financing, are unable to proceed
with theater construction. Once the determination is made that the
customer will not proceed with installation, the lease agreement with
the customer is generally terminated by the Company. Upon the customer
and the Company being released from their future obligations under the
agreement, the initial lease payments that the customer previously made
to the Company are recognized as revenue. Included in systems revenue
for the first quarter of 2004 is $4.5 million (2003 - $2.6 million) for
amounts recognized under terminated lease agreements.

(b) Included in selling, general and administrative expenses for 2004 is
$0.3 million (2003 - $0.4 million gain) for net foreign exchange losses
related to the translation of foreign currency denominated monetary
assets, liabilities and integrated subsidiaries.

10. RECEIVABLE PROVISIONS (RECOVERIES), NET

THREE MONTHS
ENDED MARCH
31, --------

Accounts
receivable
provisions

(recoveries),
net $ (173)
$ 614
Financing
receivables
provisions
(recoveries),
net(1) $

Receivable
provisions
(recoveries),
net $ (898)
$ 614

(1) For the quarter ended March 31, 2004, the Company recorded a
recovery of previously provided amounts of $0.7 million (2003 -
$nil) as collectibility uncertainty associated with certain
leases was resolved by amendment or settlement of the leases.

11. INCOME TAXES

The effective tax rate on earnings differs significantly from the
Canadian statutory rate due to the effect of permanent differences,
income taxed at differing rates in foreign and other provincial
jurisdictions and changes in the Company's valuation allowance on
deferred tax assets. The income tax expense (recovery) for the quarter
is calculated by applying the estimated average annual effective tax
rate to quarterly pre-tax income. The Company recorded a current tax
expense of $nil in the current quarter (2003 - $0.1 million).

As at March 31, 2004, the Company has recognized net deferred income
tax assets of $3.9 million, comprised of tax credit carryforwards, net



operating loss and capital loss carryforwards and other deductible
temporary differences, which can be utilized to reduce either taxable
income or taxes otherwise payable in future years. As of March 31,
2004, the Company had a gross deferred income tax asset of $50.9
million, against which the Company is carrying a $47.0 million
valuation allowance.
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12.

(a)

(b)

IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Tabular amounts in thousands of U.S. dollars unless otherwise stated)

(UNAUDITED)
CAPITAL STOCK
STOCK BASED COMPENSATION

In the first quarter of 2004, an aggregate of 13,335 options with an
average exercise price of $7.11 to purchase the Company's common stock
were issued to certain advisors and strategic partners of the Company.
The Company has calculated the fair value of these options to
non-employees on the date of grant for the period ended March 31, 2004
to be $0.05 million (2003 - $0.03 million), using a Binomial
option-pricing model with the following underlying assumptions:
dividend yield of 0%; an average risk free interest rate of 2.92%;
expected option life of 5 years; and an average expected volatility of
62.0%.

The Company has recorded a charge of $0.05 million to film cost of
sales related to the non-employee stock options granted in the quarter
ended March 31, 2004 (2003 - $0.03 million).

EARNINGS (LOSS) PER SHARE

Reconciliations of the numerators and denominators of the basic and
diluted per-share computations, are comprised of the following:

THREE MONTHS
ENDED MARCH
31, --------

---- Net
earnings
(loss)
applicable
to common
shareholders:
Net (loss)
earnings $
(896) $

Weighted
average
number of
common
shares
(000's):
Issued and
outstanding,
beginning of
period
39,302
32,973
wWeighted
average
number of
shares
issued
during the
period 2 --

Weighted
average
number of
shares used
in computing
basic
earnings per



share 39,304
32,973
Assumed

exercise of

stock
options, net
of shares
assumed --

300 --------

--- Weighted
average

number of
shares used
in computing

diluted
earnings per

share 39,304
33,273

The calculation of diluted earnings (loss) per share for the first
quarter of 2004 excludes options to purchase common shares of stock
which were outstanding, and for the first quarter of 2003 excludes
common shares issuable upon conversion of 5.75% convertible
subordinated notes due April 1, 2003 (the "Subordinated Notes") as the
impact of these exercises and conversions would be anti-dilutive. The
balance of the Company's Subordinated Notes was retired April 1, 2003.

13. CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS SUPPLEMENTAL
INFORMATION

THREE
MONTHS

ENDED

MARCH

Interest
paid $
235 $

20
Income
taxes
paid $
576 $

534
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IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Tabular amounts in thousands of U.S. dollars unless otherwise stated)
(UNAUDITED)

14. SEGMENTED INFORMATION

The Company has four reportable segments: IMAX systems, films, theater
operations and other.

There has been no change in the basis of measurement of segment profit
or loss from the Company's most recent annual report on form 10-K/A for
the year ended December 31, 2003. Inter-segment transactions are not
significant.

THREE
MONTHS
ENDED MARCH
31, -------

- REVENUE
IMAX
systems $
16,021 $
22,315
Films 4,489
6,835
Theater
operations
3,742 3,166
Other 629
1,333 -----

TOTAL $
24,881 $
33,649

EARNINGS
(LOSS) FROM
OPERATIONS

IMAX
systems $

9,722 $

10, 645
Films
(1,103) 630

Theater
operations
404 (417)
Other (241)

1,064

Corporate

overhead

TOTAL $
3,630 $
6,678

15. DISCONTINUED OPERATIONS
(a) MIAMI THEATER LLC

On December 23, 2003, the Company closed its owned and operated Miami
IMAX theater. The Company completed its abandonment of assets and



(b)

removal of its projection system from the theater in the first quarter
of 2004, with no financial impact. The Company is involved in an
arbitration proceeding with the landlord of the theater with respect to
the amount owing to the landlord by the Company for lease and guarantee
obligations. The minimum amount of loss to the Company has been
established at $0.8 million, which the Company has accrued. As the
Company is uncertain as to the outcome of the proceeding no additional
amount has been recorded.

DIGITAL PROJECTION INTERNATIONAL

Effective December 11, 2001, the Company completed the sale of its
wholly-owned subsidiary, Digital Projection International, including
its subsidiaries (collectively "DPI"), to a company owned by members of
DPI management.

As part of the transaction, the Company restructured its advances to
DPI, releasing DPI from obligations to repay any amounts in excess of
$12.7 million previously advanced by the Company, and reorganized the
remaining $12.7 million of debt owing to the Company into two separate
loan agreements. During the first quarter of 2004, the Company received
$0.2 million in cash towards the repayment of this debt, and has
recorded a corresponding gain in net earnings (loss) from discontinued
operations (2003 - $0.2 million). As of March 31, 2004, the remaining
balance is $11.7 million, which has been fully provided for.
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IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Tabular amounts in thousands of U.S. dollars unless otherwise stated)

(UNAUDITED)
15, DISCONTINUED OPERATIONS (cont'd)
(c) CONSOLIDATED STATEMENT OF OPERATIONS FOR MIAMI THEATER AND DPI

The net earnings (loss) from discontinued operations summarized in the
Consolidated Statements of Operations, for the periods ended March 31,
was comprised of the following:

THREE MONTHS
ENDED MARCH
31, --------

- Net
earnings
(loss) from
discontinued
operations(1)
$ 200 $ (95)

(1) Net of income tax provision of $nil in 2004 (2003 - $nil).
16. DEFINED BENEFIT PLAN

The Company has a defined benefit pension plan covering its two
Co-Chief Executive Officers. The plan provides for a lifetime
retirement benefit from age 55 determined as 75% of the member's best
average 60 consecutive months of earnings during the 120 months
proceeding retirement. Once benefit payments begin, the benefit is
indexed annually to the cost of living and further provides for 100%
continuance for life to the surviving spouse. The benefits were 50%
vested as at July 12, 2000, the plan initiation date. The vesting
percentage increases on a straight-line basis from inception until age
55. The vesting percentage of a member whose employment terminates
other than by voluntary retirement shall be 100%. Also, upon the
occurrence of a change in control of the Company prior to termination
of a member's employment, the vesting percentage shall become 100%. As
the plan is unfunded, the Company had not paid any contributions in the
period ended March 31, 2004 and does not expect to pay any
contributions in the remainder of the year. The following table
provides disclosure of pension expense for the defined benefit plan for
the periods ended March 31:

THREE MONTHS
ENDED MARCH
31, --------

- Service
cost $ 516 $
489 Interest
cost 317 272
Amortization

of prior
service cost
349 349 ----

Pension
expense $
1,182 $
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IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Tabular amounts in thousands of U.S. dollars unless otherwise stated)
(UNAUDITED)

CREDIT FACILITY

On February 6, 2004, the Company entered into a loan agreement for a
secured revolving credit facility with Congress Financial Corporation
(Canada) (the "Credit Facility") The Credit Facility is a three-year
revolving credit facility with yearly renewal options thereafter,
permitting maximum aggregate borrowings of $20.0 million, subject to a
borrowing base calculation which includes the Company's financing
receivables, and certain reserve requirements. The Credit Facility
bears interest at Prime + 0.25% per annum or Libor + 2.0% per annum and
is collateralized by a first priority security interest in all of the
current and future assets of the Company. The Credit Facility contains
typical affirmative and negative covenants, including covenants that
restrict the Company's ability to: incur certain additional
indebtedness; make certain loans, investments or guarantees; pay
dividends; make certain asset sales; incur certain liens or other
encumbrances; conduct certain transactions with affiliates and enter
into certain corporate transactions or dissolve. In addition, the
Credit Facility contains customary events of default, including upon an
acquisition or a change of control that has a material adverse effect
on the Company's financial condition. The Credit Facility also requires
the Company to maintain a minimum level of earnings before interest,
taxes, depreciation and amortization, and cash collections. As at March
31, 2004, no amount is outstanding on the facility.

SUPPLEMENTAL CONSOLIDATING FINANCIAL INFORMATION

The Company's New Senior Notes are unconditionally guaranteed, jointly
and severally by specific wholly-owned subsidiaries of the Company (the
"Guarantor Subsidiaries"). The main Guarantor Subsidiaries are David
Keighley Productions 70 MM Inc., Sonics Associates Inc., and the
subsidiaries that own and operate certain theaters. These guarantees
are full and unconditional. The information under the column headed
"Non-Guarantor Subsidiaries" relates to the following subsidiaries of
the Company: IMAX Japan Inc., IMAX B.V., and IMAX Entertainment Pte.
Inc., (the "Non-Guarantor Subsidiaries") which have not provided any
guarantees of the New Senior Notes.

Investments in subsidiaries are accounted for by the equity method for
purposes of the supplemental consolidating financial data. Some
subsidiaries may be unable to pay dividends due to negative working
capital.
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IMAX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
IN ACCORDANCE WITH U.S. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
(Tabular amounts in thousands of U.S. dollars unless otherwise stated)
(UNAUDITED)

18. SUPPLEMENTAL CONSOLIDATING FINANCIAL INFORMATION (cont'd)
Supplemental Consolidating Balance Sheets as at March 31, 2004:

IMAX GUARANTOR
NON - GUARANTOR
ADJUSTMENTS
CONSOLIDATED
CORPORATION
SUBSIDIARIES
SUBSIDIARIES AND
TOTAL ELIMINATIONS
ASSETS Cash and
cash equivalents $
12,910 $ 10,080 $
197 $ -- $ 23,187
Restricted cash
1,229 -- -- --
1,229 Accounts
receivable 12,335
3,412 403 --
16,150 Financing
receivables 55,407
1,401 -- -- 56,808
Inventories 27,269
259 71 -- 27,599
Prepaid expenses
2,964 148 283 --
3,395 Intercompany
receivables 20,267
22,408 17,554
(60,229) -- Film
assets 18 1,209 --
-- 1,227 Fixed
assets 32,737
1,782 3 -- 34,522
Other assets
13,575 -- -- --
13,575 Deferred
income taxes 3,872
51 -- -- 3,923
Goodwill 39,027 --
-- -- 39,027 Other
intangible assets
3,278 -- -- --
3,278 Investments
in subsidiaries

--------- Total
assets $ 255,278 $
40,750 $ 18,511 $
(90,619) $ 223,920

LIABILITIES
Accounts 