This presentation contains “forward-looking statements” within the meaning of applicable securities
laws, such as statements concerning anticipated future events, results, circumstances, performance or
expectations that are not historical facts. These statements are not guarantees of future performance
and are subject to numerous risks and uncertainties, including those described in this presentation.
Those risks and uncertainties include adverse factors generally encountered in the film exhibition
industry such as poor film product and unauthorized copying; the risks associated with national and
world events, including war, terrorism, international conflicts, natural disasters, extreme weather
conditions, infectious diseases, criminal acts, changes in income tax legislation; and general economic
conditions. Many of these risks and uncertainties can affect our actual results and could cause our
actual results to differ materially from those expressed or implied in any forward-looking statement
made by us or on our behalf. All forward-looking statements in this presentation are qualified by these
cautionary statements. These statements are made as of the date of this presentation and, except as
required by applicable law, we undertake no obligation to publicly update or revise any forward-looking
statement, whether as a result of new information, future events or otherwise. Additionally, we
undertake no obligation to comment on analyses, expectations or statements made by third parties in
respect of Cineplex, its financial or operating results or its securities. Additional information, including
Cineplex’s Annual Information Form, can be found on SEDAR at www.sedar.com.

Cineplex reports on certain non-GAAP measures that are used by
management to evaluate performance of Cineplex. In addition, non-GAAP
measures are used in measuring compliance with debt covenants. Because
non-GAAP measures do not have standardized meanings, securities
regulations require that non-GAAP measures be clearly defined and qualified,
and reconciled to their nearest GAAP measure. The definition, calculation and
reconciliation of non-GAAP measures are provided in Cineplex’s MD&A and
AIF, as filed on our investor relations site and www.sedar.com.
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Key Messages
Introduction to IFRS 16
Selected Policy Elections and Key Assumptions
Our Lease Portfolio
Projected IFRS 16 Impact on Financial Statements
Q&A

No impact on:
•
How we operate the business
•
Our cash flow
•
Underlying economics and credit risk profile of the business
IFRS 16 impacts:
•
Cineplex elected “modified retrospective” approach with no restatement of prior year results
•
Debt and asset values on Balance Sheet will increase
•
EBITDA to increase as straight-line rent expense moves out of operating expenses
•
Depreciation and interest expense will increase related to the new asset and liability
•
Dilutive impact on Net Income and EPS in earlier years as new depreciation and interest expense is greater than
straight-line rent expense
•
Exhibition segment is impacted most as it has >90% of the consolidated lease value
IFRS 16 Enhanced Disclosures in 2019:
•
Enhanced disclosure throughout 2019 includes the introduction of a new non-GAAP measure (“Adjusted EBITDAaL” Adjusted EBITDA after Leases)

IFRS 16 treats leased assets similar to owned assets or financing leases.

Balance Sheet impact on new and renewed leases:
•
The lease liability is measured at the present value of the lease payments over the lease life (includes contractual
term plus any reasonably certain renewal options)
•
Right-of-use assets is initially equal to the lease liability, less any tenant inducements received, plus provisions for
lease exit costs
Income Statement:
•
Right-of-use assets are depreciated on a straight-line basis over the term of the lease, including any reasonably
certain renewal options
•
Interest charge on lease liability at incremental borrowing rates declines over time
•
Variable expenses such as percentage rent, CAM and property taxes will continue to be recorded as Other costs
(Occupancy expenses)
•
Low value and short-term leases will continue to be recorded as Other costs (Occupancy expenses)
•
Gain/loss on certain lease modifications and terminations will be recorded to a gain/loss account
Cash Flow:
•
Operating cash flow will be higher due to the elimination of straight-line rent, offset by interest on the lease liability
•
Financing cash flow will be lower due to principal repayments associated with the lease
•
No net impact on total cash flow

•
•
•

Lease Obligations by Type
5%

2%

1%

Theatre Locations
LBE Locations
Offices & Warehouses

92%

Equipment and Other

•

•
•
•

Impact
≈$12M
≈$1.3B
≈$10M
≈$1.3B
≈$1.4B
≈$107M
≈$1.3B
NIL

Line Item
Property, equipment and leaseholds
Right-of-use assets
Intangible assets
TOTAL ASSETS
Lease obligations
Other liabilities
TOTAL LIABILITIES
EQUITY

•
•
•
Impact
≈$170M
≈<$15M>
≈$155M
≈$150M
≈$50M
≈<$45M>
≈<$12M>
≈<$33M>
≈<$0.52>
(1)

Line Item
Other costs (Occupancy) related to Cash Rent
Other costs (Occupancy) related to non-cash rent (1)
EBITDA
Depreciation - right-of-use assets
Interest expense - lease obligations
Income before taxes
Deferred income taxes
Net Income
EPS

elimination of non-cash rent amounts included in prior reporting periods (2018 and earlier)

•
•

Expense Recognized

Impact on Income Before Taxes Bases on Lease
Portfolio at January 1, 2019

1

2

3

4

Years from January 1, 2019
IFRS 16 Expense

Straight-Line Rent

5

•

(A)

(B)

(C)
(A)-(B)-(C)

2019

2018

IFRS 16

As reported in prior period

Adjusted EBITDA

Adjusted EBITDA

less

less

N/A

Non-Cash Rent &
Finance Leases (1)

less

less

Cash Rent

N/A

equals

equals

Adjusted EBITDAaL

Adjusted EBITDAaL

(1) for the year ended December 31, 2018 non-cash rent and finance lease
adjustments amounted to approximately $15.1 million

•
•
•

Impact

Line Item

Impacts

≈$120M Cash provided by operating activities

≈$170M Other costs (Occupancy)
≈$50M Interest expense - lease obligations

≈$120M Cash used in financing activities

≈$120M Repayment of lease obligations - principal component

Nil

No change to Total Cash Flow

