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JONATHAN GLASER

I, JANICE SCHUTZMAN, Certified Shorthand
Reporter of the State of California, do hereby
certify:

That the foregoing proceedings were taken
before me at the time and place herein set forth;
that any witnesses in the foregoing proceedings,
prior to testifying, were placed under ocath; that
the testimony of the witness and all objections made
by counsel at the time of the examination were
recorded stenographically by me, and were thereafter
transcribed under my direction and supervision; and
that the foregoing pages contain a £full, true and
accurate record of all proceedings and testimony to
the best of my skill and ability.

I further certify that I am neither financially
interested in the action nor a relative or employee
of anyaattorney or any of the parties.

IN WITNESS WHEREOF, I have subscribed my name

this 13th day of June, 2016.

rnict AeheFma

JANICE SCHUTZMAN

CSR No. 9509
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EIGHTH JUDICIAL DISTRICT COURT
CLARK COUNTY, NEVADA

JAMES COTTER, JR., derivatively
on behalf of Reading Internatiomal,
Inc.,

Plaintiff,

vs.

)
)

)

)
)

)

)
MARGARET COTTER, ELLEN COTTER, )
QUY ADAMS, EDWARD KANE, DOUGLAS )
McEACHERN, TIMOTHY STOREY, WILLIAM )
GOULD, JUDY CODDING, MICHAEL )
WROTNIAK, and DOES 1 through 100, )
inclusive, )
’ Defendants. )

)

)

)

)

)

)

)

)

and

READING INTERNATIONAL, INC.,
a Nevada corporation,

Nominal Defendant.

(CAPTION CONTINUED ON NEXT PAGE.)

Case No.
A-15-719860-B

Case No.
P-14-082942-F

VIDEOTAPED DEPOSITION OF ANDREW SHAPIRO

San Francisco, California
Monday, June 6, 2016
Volume I

Reported by:
CARLA SOARES

CSR No. 5908

Job No. 2324228
Pages 1 - 322

Page 1

Veritext Legal Solutions
866 299-5127
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I don't have a problem with the Cotter
family having a say in a mutual agreement as to who
gets appointed to the board; I just think the
shareholders who have been abused in the past and
have rigk of abuse in the future get a say in the
matter to protect thelr interests.

BY MR. UYENO:

Q You're touching upon what was going to be
my next question, Mr. Shapiro, which is, when you're
referring to these Cotter family cronies, 1is your
criticism of them that they're not independent?

MR. SEARCY: Objection. Lacks foundation.

MR. SWANIS: Join.

THE WITNESS: Yes, my criticism of them is
that while they may be defined as technically
independent under stock exchange rules, they don't
come anywhere close to being socially independent
but for Bill Gould.

McEachern potentially; but Ed Kane
definitely not; Guy Adams certainly not in terms of
all of his financial dependence on all the various
Cotter largesse that's been bestowed upon him.

Michael Wrotniak, as I may have mentioned
in my earlier testimony, is classmates and good

friends with Margaret Cotter and the husband of

17:44:14

17:44:26

17:44:37

17:44:49

17:45:07

17:45:25

Page 292

Veritext Legal Solutions
866 299-5127

JA5649




10
11
12
13
14
15
16
17
18

19

20

21
22
23
24

25

I, the undersigned, a Certified Shorthand
Reporter of the State of California, do hereby
certify:

That the foregoing proceedings were taken
before me at the time and place herein set forth;
that any witnesses in the foregoing proceedings,
prior to testifying, were administered an ocath; that
a record of the proceedings was made by me using
machine shorthand which was thereafter transcribed
under my direction; that the foregoing transcript is
a true record of the testimony given.

Further, that if the foregoing pertains to
the original transcript of a deposition in a Federal
Case, before completion of the proceedings, review
of the transcript [X] was [ ] was not requested.

I further certify I am neither financially
interested in the action nor a relative or employee
of any attorney or any party to this action.

IN WITNESS WHEREOF, I have this date

subscribed my name.

Dated: 6/17/2016

CARLA SOARES

CSR No. 5908
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EIGHTH JUDICIAL DISTRICT COURT
CLARK COUNTY, NEVADA

JAMES COTTER, JR., derivatively
on behalf of Reading International,
Inc.,

Plaintiff,

va. Case No.

MARGARET COTTER, ELLEN COTTER, A-15-719860-B

GUY ADAMS, EDWARD KANE, DOUGLAS

McEACHERN, TIMOTHY STOREY,

WILLIAM GOULD, JUDY CODDING,

MICHAEL WROTNIAK, and DOES 1

through 100, inclusive,
Defendants.

and
READING INTERNATIONAL, INC.,

a Nevada corporation,
Nominal Defendant.

(CAPTION CONTINUED ON NEXT PAGE.)

VIDEOTAPED DEPOSITION OF WHITNEY TILSON
Los Angeles, California
Wednesday, May 25, 2016

Volume I

Reported by:

JANICE SCHUTYZMAN, CSR No. 95009
Job No. 2312209

Pages ‘1 - 217
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BY MR. SEARCY:
Q: All right. Okay. We were talking before

the break about the motion for preliminary

injunction. I want to come back to a couple of

items on that. 02:11PM

Again, assuming that the motion for

preliminary injunction was successful, I think you

indicated that you'd want to get rid of a couple

mgmbers of the board of directors?
A. A majority, I said. 02:11PM
Q. Okay. Which members of the board of

directors would you seek to take off the board?
A. Probably the two sisters, Kane, and Adams

would be the first four.
Q. Anyone else? 02:11PM
A. I don't know. I'd have to comsult with

other shareholders, but they would be the top of my

list.
Q. What about Doug McEachermn?
A. I have less strong feelings about him. 02:12PM
Q. How about Bill Gould?
A. Same. More positive feelings towards him.

Q. Judy Codding?
A. I'd like to meet her and talk to her.

I've -- I actually know someone who knows her just 02:12PM

Page 160
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personally and heard she's a smart and respected
person. Not sure what she brings to the table as it
relates to RDI's business, but I'd want to give her
a failr hearing.

Q. Other than the conversation that you had 02
with. someone who knows her, have you done anything
else to investigate or look into Judy Codding?

A. I read her bio.

Q. Anything else?

A, No. 02

Q. And when you say that you weren't sure what
she brings to the table as it relates to RDI's
business, is that because she doesn't have a
background in --

A. In either real estate or cinema.

THE REPORTER: I'm sorry. In?

THE WITNESS: I'm sorry. He said "cinema,"
guestion mark.

THE REPORTER: Did you say "cinema"?

MR. SEARCY: I did.
BY MR. SEARCY:

Q. And you went ahead and answered my next
question to boot.

THE WITNESS: Did you get my answer?

THE REPORTER: I did not.

Page

:12PM

:12PM
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I, JANICE SCHUTZMAN, Certified Shorthand
Reporter of the State of California, do hereby
certify:

That the foregoing proceedings were taken
before me at the time and place herein set forth;
that any witnesses in the foregoing proceedings,
prior to testifying, were placed under oath; that
the testimony of the witness and all objections made
by counsel at the time of the examination were
recorded stenographically by me, and were thereafter
transcribed under my direction and supervision; and
that the foregoing pages contain a full, true and
accurate record of all proceedings and testimony to
the best of my skill and ability.

| I further certify that I am neither financially
interested in the action nor a relative or employee
of any attorney or any of the parties.

IN WITNESS WHEREOF, I have subscribed my name

this 31st day of May, 2016.

rnict ActeZ e

JANICE SCHUTZMAN

CSR No. 9509
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CONFIDENTIAL
James Cotter, Vol IV, 7/11/2017

DISTRICT COURT
CLARK COUNTY, NEVADA

JAMES J. COTTER, JR., )
individually and derivatively on)
behalf of Reading International,)
Inc., )

Plaintiff, Case No.

vs. A-15-719860-B

GUY ADAMS, EDWARD KANE, DOUGLAS
McEACHERN, WILLIAM GOULD, JUDY
CODDING, MICHAEL WROTNIAK, and

DOES 1 through 100, inclusive,

)
)
)
)
)
MARGARET COTTER, ELLEN COTTER, )
)
)
)
) VOLUME IV
)
)

Defendants.

READING INTERNATIONAL, INC., a
Nevada Corporation;

~— N N e

Nominal Defendant.

**CONFIDENTIAL**

DEPOSITION OF JAMES COTTER
LOS ANGELES, CALIFORNIA
TUESDAY, JULY 11, 2017

Job No. 2656312
Reported by:

RICKI Q. MELTON, RPR
CSR No. 9400

PAGES 839 - 1260

Page 839

Veritext Tegal Solutions

866 299-5127 JA5657




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CONFIDENTIAL
James Cotter, Vol IV, 7/11/2017

EXAMINATION
BY MR. RHOW:
Q Good afternoon. Mr. Cotter, Jr., it's
been awhile. Actually, it's been never since I've

gotten to question you. My name is Ekwan Rhow. I
represent Bill Gould.
Let's go back in time, and I know you

covered this -- some of this in the morning, but
I -- just in terms of a time marker, June 12th,
2015, is when there was a vote by the board of
Reading on your termination; right?

A Correct.

Q And you recall that Mr. Gould voted
against your termination?

A Correct.

Q And I take it that you have no issué with
the way that Mr. Gould voted that day?

A T have no issue with hisg vote, no.

Q You believe his wvote was in the best
interest of the company; right?

A Correct.

Q And certainly on that day you do not
believe that Mr. Gould was acting undgr any

improper conflict of interest.

02:

02

02:

02:

02

02:

02

02

02:

02:

02:

02

02:

02:

02:

02

02:

02:

02

02

02:

02:

02:

02:

02:

32:42

:132:45

32:45

32:46

:32:49

32:51

:32:54

:32:56

32:58

33:01

33:04

33:08

33:09

33:09

33:13

:33:14

33:14

33:17

:33:22

:33:24

33:26

33:29

33:29

33:32

33:35
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Q And I'm focused obviously on the
"disinterested" part of that phrase.

What does that mean to you, if anything?

A That a director has no interest in the
outcome of a transaction that would sway his
behavior.

0 And on the day that Mr. Gould voted on
your termination, did you believe he was interested
or disinterested based on the definition you just
provided?

A Well, again, I think that his behavior
leading up to my termination suggested to me that
there was something else afoot in his behavior for
all of the reasons that I had enumerated earlier
where he was acting with a purpose to advance Ellen
and Margaret's interests. And so am I aware of any
financial relationshipe? No, but I -- I feel as
though his behavior suggested that he was acting to
advance their personal interests, not the interest

of the company.

Q But not his personal financial interests;
right?
A Well, I mean to the extent that he curried

favor with Ellen and Margaret once he was told that

they controlled the voting stock, that would

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

02

:142:04

:42:06
:42:08
142:10
:42:16
142:22
:42:23
:42:28
:42:31
142:34
:42:34
:42:38
:42:45
:42:53
:42:57
:43:05
:43:12
:43:20
:43:22
:43:25
:43:26
:43:26
:43:29
143:34

:43:38
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continue his service on the board of RDI. 02:43:41
Q Other than that -- 02:43:48

A Other than that -- 02:43:48

Q -- you're not aware of any other 02:43:50
financial -- let me -- let me get the question out. 02:43:50
MR. KRUM: Let him f£inish. 02:43:51

BY MR. RHOW: 02:43:53
Q Other than what you just described, you're 02:43:54

not aware of any other financial interests that 02:43:55
Mr. Gould had with respect ﬁo that vote or any 02:43:57
other vote; fair? 02:44:00
A Correct. _ 02:44:01

MR. KRUM: Objection. Foundation. . 02:44:01

BY MR. RHOW: 02:44:03

0 All right. Now, this may sound obvious to 02:44:03

you, but if he had voted -- strike that. 02:44:19
Given that he voted against your 02:44:24
termination, do you think he was favoring your 02:44:26
interest? 02:44:28
MR. KRUM: Objection. Foundation. 02:44:32

THE WITNESS: If -- if he voted against my 02:44:33
termination, was he favoring my interest? 02:44:35
BY MR. RHOW: 02:44:38
Q Yeah. _ , 02:44:39

A Well, I mean -- I mean, I was the 02:44:39
Page 1027
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believes it's in the best interest of the company;

true?
A It is not inappropriate, did you say?
o} It is -- you know what? I'm saying these

double negatives.

It's okay for a board member to consider
board harmony if he or she believes it's in the
best interest of the cowmpany --

MR. XKRUM: Same objection.

BY MR. RHOW:

0 -~ right?

MR. KRUM: Same objection.

THE WITNESS: As one factor of -- of many,
it might not be inappropriate.

BY MR. RHOW:

Q Good. Let's stop. I'1l1l take that.

All right. My -- my instinct tells me to
not ask this, but I'm going to ask this.

MR. KRUM: Go on. Follow your instinct.
BY MR, RHOW:

0 It is possible that prove -- two board
members will Qote -- will vote differently on an
issue while both fulfilling their fiduciary duties;
fair?

MR. KRUM: Same objection.
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STATE OF CALIFORNIA )
COUNTY OF LOS ANGELES )

I, RICKI Q. MELTON, CSR No. 9400, RPR No. 45429,
do hereby certify: »

That the foregoing deposition testimony of
JAMES COTTER, JR., was taken before me at the time
and place therein set forth, at which time the
witness was placed under oath and was sworn by me
to tell the truth, the whole truth, and nothing but
the truth;

That the testimony of the witness and all objections
made by counsel at the time of the examination were
recorded stenographically by me and were thereafter
transcribed under my direction and supervision, and
that the foregoing pages contain a full, true, and
accurate record of all proceedings and testimony to
the best of my skill and ability.

I further certify that I am neither counsel for

‘any party to said action nor am I related to any

party to said action, nor am I in any way
interested in the outcome thereof.

IN WITNESS WHEREOF, I have subscribed my name
this 17th day of July, 2017.

RICKI Q. MELTON, C.S.R. No. 9400
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ATTORNEYS AT LAW

P.0O. BOX 30000

RENG, NEVADA B9520

(775) 827-2000

Donald A. Lattin (NV SBN .693)
diattin@mecilawfirm.com

Carolyn K. Renner (NV SBN. 9164)
crenner@mclawfirm.com

MAUPIN, COX & LeGOY

4785 Caughlin Parkway

Reno, NV 89519

Ekwan E. Rhow (CA SBN 174604)
Bonita D. Maore (CA SBN 221479)

BIRD, MARELLA, BOXER, WOLPERT,
NESSIM, DROOKS, LINCENBERG & RHOW

1875 Century Park East, 23 Floor
Los Angeles, CA 90067-2561

Attorneys for Defendants William Gould and

Timothy Storey

ELECTRONICALLY SERVED
09/29/2016 01:39:05 PM

DISTRICT COURT

CLARK COUNTY, NEVADA

JAMES J. COTTER, JR., an individual
and derivatively on behalf of Reading
International, Inc.,

Plaintiff,

MARGARET COTTER, ELLEN
COTTER, GUY ADAMS, EDWARD
KANE, DOUGLAS McEACHERN,
TIMOTHY STOREY, WILLIAM
GOULD, and DOES 1 through 100,
inclusive,

Defendants.

Reading International, INC., a Nevada
corporation;

Nominal Defendant.

Case No. A-15-719860-B
Dept. XI

Coordinated with:

Case No. P-14-082942-E
Dept. No. XI

Case No. A-16-735305-B
Dept. X1

Jointly Administered

DR. ALFRED E. OSBORNE, JR.’S
REBUTTAL TO THE EXPERT REPORT
OF MYRON STEELE AND DR. ALFRED
E. OSBORNE, JR.’S REBUTTAL TO
THE EXPERT REPORT OF RICHARD
SPITZ

JA5664
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2 T2 PARTNERS MANAGEMENT, LP, a
5 Delaware limited partiership, doing business

S s KASE CAPITAL MANAGEMENT, ef al..

Plaintifs,

MARGARET GOTTER, ELLEN €OTTER,
7| GUY ADAMS, EDWARDS KANE,
DOUGLAS McEACHERN, WILLIAM
3 | GOULD,JUDY CODDING, MICHAEL
o | WROTNIAK, CRAIG TOMPKINS, AND

| DOES 1 THROUGH 100, INCLUSIVE,

Defendearits.
i and

hE!&DIN'C N”'I"E’RNA’I’IONAIZ« INC,, 2

Nominal Defendiant,

Dr, Alfred B, Osborne, Ir.’s Rebutial fo the Expert Report of Myron Steele is aifached
heteto as Exhibit A, Dr. Alfred B, Osborne, Jr.'s Rebuital to the Bxperi Reportof Richard Spitz

A8 is-atfached herety as Exhibit B,

DATED fhis = (f of September, 2016.

a2 MAUPIN, COX & LeGOY

2% i —————
A i

DONALD A LA TTINAS

" CARGLYN K. RENNER, FSQ *-‘E}I{" 4
48 Attarneys for Defendants

ihi coxa L - William Gould and Timothy Storey
TTORNEYS AT L
£.0, BUK 200

RENG, NEVAGA BEG2D, 5 JA5665
£778) 272000
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ATTORNETSAT LAW
B0 HON A0000
REND, NEVADS 89520
{773k BYT2000

CERTIFICATE OF SERVICE
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DR. ALFRED E. OSBORNE, JR.’S REBUTTAL TO
THE EXPERT REPORT OF MYRON STEELE

|, ALFRED E. OSBORNE, JR., Ph.D., declare as follows:

L ASSIGNMENT AND QUALIFICATIONS

3337630.2

1.

Justice Myron Steele was retained by counsel for the plaintiff James J.

Cotter, Jr. (“JJGC”), to provide his expert opinion on the conduct of the
Director Defendants as alleged in the Second Amended Complaint
(“SAC”) in the above-referenced matter. | have been jointly retained by
counsel for William Gould (“WDG”) and counsel for Ellen Cotter (‘EC”),
Margaret Cotter (“MC”), Ed Kane (“EK”), Douglas McEachern (*DM”), Judy
Codding (“Codding”), and Michael Wrotniak (“MW") for the purpose of
responding to Justice Myron Steele’s opinion as it pertains to: (1) the
conduct of the Defendants in creating and acting through the Executive
Committeé comprised of EC, MC, EK, and Guy Adams (“GA”); (3) fhe
conduct of the Defendants regarding the process used to appoint EC as
President and CEO; (4) the conduct of Defendants regarding the process
to appoint MC as Executive Vice President-Real Estate Management and
Development-NYC; (5) the award of revised compensation to EC, MG,
and GA; and (6) the response of the Defendants to an offer from a third
pérty to purchase all of the outstanding shares of the Company’s stock.
My qualifications are set forth in my August 25, 2016 Expert Report in this
matter. In formulating my opinions, | have relied on my knowledge, prior
experience, and formal training in economics, finance, and business

management. As a member of several boards of directors for more than
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30 years, | have developed considerable experience in the hiring of CEOs
and the use of executive search firms in that process. My board service is
broad and extensive, so | am knowledgeable about the use of board
committees, compensation of directors and executives, appointments of
executives, and purchase offers.

3. In performing my analysis, | have examined a variety of materials,
including legal pleadings, RDI's Bylaws and Articles of Incorporation,
RDI's Board or Committee Minutes, and the Agenda and supporting
materials established for the various meetings, RDI's filings with the SEC,
deposition exhibits, and deposition testimony. In forming my opinions,
| considered the materials attached as Exhibit 3 to my August 25, 2016
Report. Attached as Exhibit A is a list of additional materials | relied on.

L. SUMMARY OF OPINIONS

4. Justice Myron Steele (hereafter “Justice Steele” or “Steele”) is a former
Chief Justice of the Delaware Supreme Court. He offers no opinions as to
the custom and practice regarding the various challenged corporate
actions. Instead, his expert “opinion” is merely a legal argument about
what he thinks a Delaware court would hold as a legal matter if (and only
if) a fact-finder made various factual findings. His conditional assumptions
about what a fact—ﬁndér may do are a qualifying precedent to each legal
opinion rendered. Steele notes that IF the Defendants were not
disinterested and independent, and IF entire fairnesé applies, and IF the

Defendants acquiesced to the wishes of the controlling stockholders, then
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the Defendants breached their duty of loyalty. Steele’s final conclusion
relies on stringing together several assumptions that, when taken
together, ignore the actual conduct and processes followed by the Board
of Directors and its delegated committees in real time, all of which, based
on my experience on boards and educating and working with directors and
officers, and my knowledge of corporate governance, wefe appropriate

- and consistent with good governance practices.

5. From the outset, | note that | am not a lawyer, and 1 am not opining on thé
law or what a finder of fact would find or not find. Instead, I will focus on
rebutting the assumptions that Judge Steele relies upon based on my
expert knowledge of the custom and best practice of boards of directors
and board members. |

6. The evidence does not support Justice Steele’s conditional opinion that
the Defendants all put their individual economic interests and/or
friendships ahead of all shareholders and the corporation. As discussed
below in detail, when taking into account the context and dynamics of the
RDI Boardroom and taking a pragmatic approach towards relationships in
the Boardroom, it is my opinion (based on my extensive knowledge of
boards of directors) that decisions were made by a majority of
independent directors in each of the above-listed transactions examined

- by Justice Steele.
7. Justice Steele does not discuss and does not opine on whether any of the

directors engaged in intentional misconduct with respect to: (1) the

*
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third-party offer, (2) the repopulation of the executive committee, or (3) the
payments to EC, MC, and GA. As to Justice Steele’s suggestion that

a finder of fact could find that the CEO Search Committee’s (“CEOSC”)
actions constituted intentional misconduct and a finder of fact could find
that directors’ actions in appointing MC as EVP-RED-NYC constituted
intentional misconduct (Steele at 31), | find that opinion speculative and
reaching. In any event, as discussed in detalil below, because my analysis
of the events and the specific facts considered in the decision-making
processes established by the Board of Directors and its standing and
special committees finds that the CEO search and the appointment of MC
were appropriate, and consistent with good governance practice and the
obligations of an independent director, there was no misconduct and
therefore no intenﬁonal misconduct.

Stated simply, Justice Steele’s assumptions are incorrect, and his
conclusions vague and speculative. In particular, Justice Steele’s
analyses of: (1) the CEO search process, (2) the appointment of EC and
MC to their executive positions, (3) the reorganization of the Executive
Committee, and (4) the Board’s response to the unsolicited offer are
flawed and simpiy incorrect, when considered in their fotal context.
Overall, | find that the processes used by the Board with respect to each
of the specific.challenged actions were fair, appropriate, and consistent

with good governance practices. In particular:
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3337630.2

The conduct of the CEOSC was consistent with good governance
practice in the search for a CEO, the selection of EC by the
CEOSC was réasonable and appropriate in the judgement of an
independent and disinterested CEOSC, and the CEO search was
conducted to the satisfaction of the Board, which was fully informed
as fo the activities of the CEOSC by memorandum and
presentation;

The appointment of MC to a senior position was appropriate and
consistent with good governance practice given the
recommendation by EC, thé CEO of the Company, because the
Board should support the CEO in her choice of team;

The Board’s approval of the Executive Committee was appropriate
and consistent with good governance practice, because such
committees are a useful way to streamline decision making and, for
this reason, many boards use executive committees. The conduct
of the Executive Committee to date in apprising the Board of all of
its actions and the types of actions it has taken does not suggest
that it is being used to minimize the involvement of any directors;
The Board appropriately relied on its independent committees and
experts to approve compensation to EC and MC and payments to
MG related to the termination of her Consulting Agreement with the
Company, and the process used by these committees in -

determining the fact and amount of such payments and
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compensation was fair and appropriate, as was the process used to
determine the one-time payment to Adams; and
e. The Board’s decision to reject the conditional, unsolicited third-party
offer without first incurring the expense of hiring outside experts to
| value the Company was reasonable, consistent with the duties the
Directors owed to the Company and its shareholders, and
consistent with good corporate governance practice, given that,
following a detailed presentation by the CEO (which summarized
earlier presentations by the CEO and CFO of the Company’s
strategic direction and current financials), among other reasons, the
offer appeared to be grossly undervalued. There was no obligation
in this situation to do any more.
In sum, Justice Steele’s “IFs” and “COULDs” are all incorrect_assumptions
given the facts in this case and the standards of good governance
practice. In particular, | find that the RDI Board is independent and
disinterested because directors EK, DM, WDG, MW, and Codding as
individuais are independent and disinterested. Simply being a friend or
a friend of a relative (or a relative of a friend) to JJC, MC, and EC does not
a priori make that individual not independent. As to each of the individual
challenged actions, | find the members of the Board of Directors acted
reasonably and consistent with appropriate governance practice at

a Controlled Company, and that the processes employed by the Board
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and each of the relevant committees with respect to each challenged
action were fair.
l. DIRECTOR INDEPENDENCE., GENERALLY

10. Ed Kane: Justice Steele opines that “if a finder-of-fact finds that [Ed
Kane] is beholden to EC and MC as a result of their relationship, he would
not be considered iﬁdependent of EC and MC under Delaware law.”
Steele Rep. at 25 (emphasis added). Justice Steele bases that opinion on
his claim that EK is very close to EC and MC, who refer to him as “Uncle
Ed.”

11.  In my opinion, EK is independent for each of the challenged actions
enumerated above. EK'’s long-standing relationship with the Cotter
siblings is open and transparent to all of the other members of the Board.
His primary relationship was his friendship with Cotter, Sr. Kane Dep. at
p. 29. His relationship with all three Cotter children is substantially
similar—he has known them all since birth, and they have all called him
“Uncle Ed” at one time or another. Kane Dep. at pp. 36-37. EK’s
non-business relationship with the Cotter siblings, which appears in recent
years to consist of occasional dinners, does not seem any more significant
than many relationships between directors or between directors and
officers that | have observed on boards that | have served on or advised
over the years, and many of those directors were considered independent

for decision-making purposes.
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12. My opinion that the relationship between EK and the Cotter siblings does
not interfere with his independent decision-making is also Vbased on the
fact that EK had a long-standing relationship with all three Cotters, and
JJC on the one hand, and EC and MC on the other hand, advocated for
different positions for all of the challenged actions. As such for each of the
challenged transactions, a relationship with the Cotters would not '
necessarily influence EK in one direction as opposed to the other. 1do not
see any evidence that EK sided only with EC and MC. | note that EK
supported appointing JJC as CEO in the first instance, and supported
many of JJC’s positions during his tenure as CEO. See, for example, JJC
Dep. at 178-180-183; 350-53; 369-370; Dep. Exh. 187. And EK has said
that as a “director of this company ... | do what [ think is in the best
interest of the shareholders and the employees of the company. |don't -
mix my personal feelings for [the Cotter siblings] with my decisions.” Kane
Dep. at 37-38.

13.  In addition, | see bOtentiaI benefits to shareholders from EK participating in
voting on the challenged actions. Because EK was friends with Cotter, Sr.
he knew all three Cotter siblings well, and may therefore be a better judge
of the temperament and character for leadership and fair dealing of JJC,
EC, and MC.

14. Guy Adams: Justice Steele states that "Adams derives a substantial
portion of his income from entities that are currently controiled by EC and

MC as co-executors of JJC, Sr.’s estate." Steele Rep. at 30. Based on
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this alleged fact, Justice Steele opines that "if a finder of fact finds that
[Adams] is beholden to EC and MC, then he was not independent at the
time the challenged actions were made." Steele Rep. at 26 (emphasis
added). None of the decisions at issue that involved GA's vote expressly
benefitted him. While | have reviewed testimony indicating that GA
received income from Cotter-controlied entities, | have not seen any
evidence that EC or MC—either explicitly or implicitly—threatened GA's
income from any source if he did not vote to their liking. However, based
on my opinion on the independence of the other directors (discussed
below), | do not need to reach an opinion on GA’s independence in order
to determine that the relevant decisions were made by an independent
and disinterested majority on the Board and the committees. Therefore, |
have not, as part of my work on this matter, formed an expert opinion as to
GA’s independence. |

15. Other Directors: Justice Steele does not opine on the other directors’
independence generally, so | will discuss the independence of WDG, DM,
Codding, and MW below in the specific context of the CEO search,
because Justice Steele appears to assert that they may not be
independent with respect to only that particular action. For the réasons,
discussed below, however, | find all four directors are generally

independent with respect to the challenged actions enumerated above.
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V.

3337630.2

THE CEQO SEARCH PROCESS

16.

17.

Justice Steele concedes that there is no Delaware case law that governs
the fiduciary duties and standards applicable to the appointment of
officers. Steele Rep. at p. 29. Despite this fact, Justice Steele’s
“opinions” regarding the CEO search consist entirely of what a belaware
Court would find if a fact-finder made various factual findings. As
discussed below, Justice Steele's hypotheticals are all invalid because
they are inconsistent with the facts, the basic tenets of good corporate
governance, and the practicalities of CEO searches.

With respect to Justice Steele’s specific “opinions” regarding the CEO
search process, Justice Steele first concludes that if a finder of fact found
that a majority of the CEOSC, in recommending that EC be appointed as
CEO, or the Board itself, in appointing EC as CEO, was not disinterested
and independent, then entire faimess would apply. Steele Report at p. 30.
Steele appears to contend that a fact-finder may find that the CEOSC or
Board was not interested or independent because of the relationship
between EC and certain members of the Board and the fact that EC and
MC had demonstrated in the past that as controlling stockholders, they
would remove members of the Board if they did not approve of their
actions. Steele Report at p. 30. This assertion is not supportable. Both
a majority of the CEOSC that voted to recommend EC and a majority of
the Board that voted to appoint EC as CEO were disinterested and

independent with respect to appointing EC as CEO.
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a. Independence and Disinterest of CEOSGC. At the time that the
CEOSC recommended that EC be appointed as CEO, the CEOSC
was comprised of MC, DM, and WDG. Dep. Exh. 416. MC
recused herself from the vote and both DM and WDG voted to
recommend EC as CEQ. Dep. Exh. 313. In my opinion, both DM
and WDG are disinterested. Neither DM nor WDG personally
received any benefit or suffered any defriment, let alone one of
a subjective material significance, as a result of the CEO search.
And Steele does not appear to contend otherwise. Steele Rep. at
23-24. Further, in my opinion, both DM and WDG are also
independent. Both WDG and DM are independent under NASDAQ
rules. NASDAQ Listing Rule 5605(a)(2). Neither DM nor WDG had
any relationship with EC apart from serving on the RDI Board with '
her. .

i. Steele contends that a fact-finder could rely on “the fact that
EC and MC had demonstrated in the past that as controlling
stockholders they would remove members of the Board it
they did not approve of their actions.” This is wrong both as
a principle of corporate governance and as a factual matter.
As a factual matter, Steele relies exclusively on testimony
from GA. Steele Rep. at p. 30 (citing Adams at p. 274). But
the cited GA testimony does not say that EC and MC had in

the past removed members of the Board if they did not
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approve of their actions. Rather, GA testified that the three
people on the nominating committee were unanimous in

a decision not to re-nominate Director Timothy Storey, and
that, while the controlling stockholders were not going to
support Storey’s re-nomination and vote for him, each
person had their own reasons not to support Storey’s
nomination. Adams Dep. at 272-277. Nowhere does GA
state that the controlling shareholders did not support Storey
because they disagreed with his prior votes. In any event,
as a matter of corporate governance, by definition

a controlling shareholder can always decide not to vote for
a director, if the shareholder does not like the diréctor’s
action. If knowledge of this possibility caused a director to
not be independent, it would mean that a controlied
company could not have an ind-ependent board, and that is
certainly not the case.

But even more importantly, Steele does not explain why
WDG—a name partner in a law firm—or DM—a former
Deloitte & Touche partner—would abdicate their fiduciary
duties to the Company merely to ensure that they stayed on
the Board. That is especially tfue, where, as here, 2015

director payments were only approximately $85,000,
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including a special one-time $25,000 payment.! RDI 2015
Proxy Statement. And there is no evidence that such an
amount is material to WDG’s or DM’s net worth. Indeed, the
Plaintiff himself does not believe that WDG and DM's
independence is compromised. He has conceded that both
WDG and DM are independent. JJC Dep. at 79-80, 84-86.

iii. In addition, Justice Steele recognizes that a director is
independent if his decision is based on the merits of the
matter at hand, rather than extraneous influences. As
discussed in detail below, WDG and DM both made the
decision to recommend EC because they thought that she
was the best choice for CEO, based on attributes that are
typically taken into account in choosing a chief executive. In
short, based on my extensive experience with boards of
directors, by every measure, | conclude that WDG and DM
were independent. Because both WDG and DM were
independent and disinterested, the decision to recommend
EC was made by a majority of independent and disinterested
members of the CEOSC.

b. Disinterested and Independent Board of Directors: At the time

that the Board voted to appoint EC as permanent CEQ, the Board

of Directors was comprised of JJC, EC, MC, WDG, DM, EK,

! WDG made $85,000 in director compensation in 2015; DM made $81,000. 2015 RDI Proxy
Statement.
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Codding, and MW. The Board voted 7-1 to appoint EC permanent
CEQ, with EC not participating and JJC voting against.
JCOTFER008369—8372. As discussed above, EK, WDG, and DM
were independent. Codding is also independent. While she is
friends with Mary Cotter, the Cotter siblings’ mother, she does not
appear to have a close relationship with any of the Cotter siblings.
EC Dep. at 307-308. Similarly, MW is married to a friend of MC.
MW does not appear to have any significant independent
relationship with MC. They see each other about once per year,
and he contacts her if he wants theater tickets. MC at 320-321.
Again, this minimal type of relationship does not cause any concern
’ about director independenée. There is no reason to believe that
either Codding or MW would be so interested in‘maintaining their
recent Board positions that they would abandon their fiduciary
duties and do what the controlling shareholder wanted. This is
especially true because there is no evidence that the director fees
were significant in light of Codding or MW's overall net worth. With
EK, WDG, DM, Codding, and MW all independent, that means that
EC was appointed by an independent and disinterested majority.
18. Second, Justice Steele concludes that “if a finder of fact finds that EC
was not appointed by an independent and disinterested majority,
a Delaware court would likely find that the process used fo appoint EC as

CEO was not entirely fair.” Steele Rep. at 30 (emphasis added). |

3337630.2 14 JA5683



3337630.2

disagree. As discussed above, based on my extensive experience

serving on boards and in training directors, officers, and future directors

and officers oﬁ how to avoid conflicts, it is my opinion that EC was
appointed by an independent and disinterested majority, and as a result,
under Justice Steele’s articulation of Delaware law, entire fairness is nbt
the correct standard. But even if entire fairness did apply, based on my
experience with executive searches, for the reasons discussed below, |
conclude that the process used to appoint EC as CEO was fair and
consistent with good governance practices.

a. Attached as Exhibit B is a timeline for the CEO search process.
This timeline diagrams the key activities and communications that
occurred during the process, which lasted some six months. In my
'opinion, the CEOSC and the RDI Board conducted a transparent
and even-handed process. | discpssed this process extensively in
August 25, 2016 Declaration, and | incorporate paragraphs 45-48
here.

b. As ﬁoted in the search process fimeline, the CEOSC received
assistance from Korn Ferry International (“KFI”) an executive
search firm retained in August 2015. The CEOSC worked with KF|
in September and October to develop position specifications based
on their initial views of the desired experience areas. After KFI
recommended candidates for interviews, but before the interviews

began, EC resigned from the CEOSC. The CEOSC then
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conducted most of the interviews in November. The CEOSC
interviewed EC and another candidate in December. After EC's
resignation, the CEOSC was comprised of MC, DM, and WDG.
With DM and WDG both independent and disinterested, the
CEOSC had a majority of independent and disinterested directors
to consider the final five candidates, and at the same time to
consider EC’s candidacy relative to the capabilities of all finalists in
context of RDI's total needs. WDG assumed the leadership of the
CEOSC and led the search to its conclusion. After interviewing the
KFI-recommended candidates and EC, and discussing the pluses
and minuses of the EC candidacy and her qualifications (both
objective and subjective skills), the majority of disinterested and
independent directors on the CEOSC (WDG and DM), voted 2-0 to
recommend EC to the Board of Directors. As WDG explained:

[A]fter listening to Ellen, thinking about it, and looking
at the prior candidates, even though they were all
good, that she probably made the most sense for
where we were at this time. Because she had a great
reputation, the people liked her at the company ... we
all thought highly of her, every one of us. She is
intelligent. She has the kind of personality that could
help get through some of these difficulties dealing
with other people. And she had theatrical experience.
She was willing to bring in real estate help. And that
this was a very tough time to bring in somebody from
the outside given the fact that nobody knew who
would actually control this company a year down the
line. And for all those reasons, you know, it just
became apparent to me -- | just said, ‘This makes the
most sense for the Company.’

Gould Dep. at 368.
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C. In my experience, the reasons stated by WDG recommending EC
over the other candidates that were interviewed are acceptable,
legitimate reasons to prefer a candidate and are consistent with
good cqrporate governance practices. Even if an outside candidate
has superior technical skills, where an inside candidate knows the
culture, the people, a deep understanding of corporate history,
already commands respect from employees, officers, and directors
of the Company, will support continuity, and is aligned with the
controlling shareholder and shareholder interests generally, the
selection of an inside candidate is a reasonable business decision.
That is because such an inside candidate is most likely able to
mitigate the risk inherent in a company with significant controlling
shareholders embroiled in litigation. Any gap in technical skills
(such as EC's alleged lack of real estate development experience)
can be readily dealt with by hiring an employee or consultant with
that skill set to advise the CEOQ. In my opinion, hiring an outsider
into the uncertain situation at RDI represents a larger risk to
shareholder value.

d. The full Board, which, as discussed above is composed of
a majority of independent and disinterested directors, provided
oversight to the search process. After a discussion that all of the
Directors participated in, the Board accepted the recommendation

of its independent and disinterested committee and appointed EC
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19.

CEO, voting 7-1 with JJC casting the sole negative vote (and EC
not participating in the voting).
e. | conclude that the CEOSC and the RDI Board conducted
a transparent and even-handed process. While different
candidates may display differing capabilities relative to the Position
Specification and the total demands for the job, including both hard
and soft skills, a subjective element which has to be taken into
account, is the fit with the existing RDI culture and experience with
the key elements of the business. Based on my experience and my
review of the deposition testimony, deposition exhibits, and other
documents, | believe that the decision of the CEOSC is reasonable
and prudent, and that the CEOSC and the RDI Board fully complied
with all of their obligations as directors to the Company and the
shareholders.
Third, Justice Steele opines_that a finder of fact could find that EC and
MC intentionally manipulated the search for a new CEO in order to ensure
that EC be appointed to the position. Steele Rep. at 31. Based on my
experience with CEO searches, it is my opinion that the search was not
manipulated in order to ensure that EC was appointed. Both EC and MC,
along with WDG and DM, were interviewed by KFI regarding their views
on the desired qualifications and characteristics for the CEO. EC, MC,
WDG, and DM all initially emphasized that they were looking for a CEO

with experience in real estate development. Mayes Dep. at 15:25-16:3;
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71:10-16. As a result, the Position Specification emphasized real estate
development experience. Dep. Ex. 308 (noting that specific qualifications
will include “minimum of 20 years of relevant experience with the real
estate sector” and a “proven track record in the full cycle management of
development investments from planning and entitlement through
infrastructure development, land sales, joint ventures and vertical
construction with a proven record of value creation.”). Itis my
understanding from reviewing documents and deposition testimony that,
while EC had some real estate experience, she did not have the level of
experience described in the Position Specification. Mayes Dep. at 68. If
EC and MC had intentionally manipulated the search for a new CEQ to
ensure that EC was appointed, as Steele suggests, they would have
helped to develop an original position specification that closely matched
EC’s qualifications. But EC and MC did not do so.

20. Nor can I conclude that the change in direction to put an increased
emphasis on operating the company was part of an effort by EC and MC -
to intentionally manipulate the search. After interviewing candidates with
real estate development experience, the CEOSC realized that those skills
may have been overemphasized. Mayes Dep. at 15-16. Gould Dep. at
321-322. The members of the CEOSC were not the only directors who
believed that real estate development experience had been
overemphasized. JJC also opined that the original Position Specification

‘was too focused on real estate development experience, and JJC was
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clearly not trying to ensure that EC was appointed CEO.

JCOTI'ERO1 6893-95 (“This is not a CEO specification. That is

a specification for a glorified director of real estate position.”) The fact that
the CEOSC changed the position requirements does not indicate that the
search was manipulated. To the contrary, in my experience, it is not .
unusual that what a company is looking for would change during the
process of the search. Mr. Mayes’ testimony on this point is consistent
with my experience that these changes can occur for any number of
reasons, including changes in the nature of the business or a realization
that the focus was slightly off during the course of trying to fill the role.
Mayes Dep. at 52-53.

21. Mr. Steele also opines that a fact-finder could conclude that “through their
control of the Board,‘[EC and MC] prevented the other directors from
making an informed independent decision.” Based on my experiences
serving on boards that have conducted CEO searches and training
directors on how to responsibly carry out their duties, it is my opinion that
both WDG and DM made an informed, independent decision. Both WDG
and DM behaved in a thoughtful and effective manner. They were fully
engaged, careful, attentive, informed, deliberate, loyal, and obedient in the
exercise of their responsibilities in the interview sessions with potential
candidates, in the CEOSC deliberatioris, and in recommending EC as
CEO. Indeed, as KFI's Robert Mayes testified, he had sophisticated

conversations with both WDG and DM. Mayes Dep. at 73:4-14. WDG
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and DM met with several high-quality external candidates, then carefully
thought through what the Company needed at this point in time and
concluded that EC was a better choice than any external candidate.
Gould Dep. at 368; McEachern Dep. at 458:23-460:4; 472:5-12. The
decision of the CEOSC, and in turn of the Board in accepting the
recommendation of ‘the CEOSC, was reasonable and prudent, and
reflected informed, independent decision-making.

22. Justice Steele also opines that a finder of fact could find that “these
actions” constituted “intentional misconduct, given the CEO Search
Committee’s affirmative decision not to have Korn Ferry perform any of its
proprietary assessments and to revise the qualifications necessary for the
CEO.” Justice Steele does not specify which or whose actions a finder of
fact could find constituted intentional misconduct. But as | previously
explained, based on my experience, | find that the CEO search was
conducted adequately and with due care, and that both WDG and DM's
actions on the CEOSC were consistent with good corporate governance
and their obligations as independent directors, and, as such, there was no
misconduct, le’_[ alone intentional misconduct.

a. | have already discussed the fact that the revised qualifications are
not unusual for CEO searches and that it is a practical reality of
a search that directors who are trying to make the best decision for
the Company will continue to revise and update position

specifications as the need becomes apparent.
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b. Similarly, there is nothing wrong with the CEOSC's decision not to
have KFI1 perform any of its proprietary assessments. in my
experience with CEO searches, the plan established by the
executive search firm does not always proceed as planned, nor
does it go to some expected conclusion. The CEOSC can alter the
agreed plan with KFI as it sees fit, in deciding what activities to
pursue in carrying out its responsibilities. In this instance the
CEOSC supported aspects of the initial KFI plan, then changed
some proposed activities later in the process, but still interviewed
all of the recommended candidates, plus EC who was given very
careful scrutiny. In the end, the CEOSC decided to recommend EC
to the Board, which meant that it did not require a proprietary
assessment, given the CEOSC'’s and the Board's long history with
EC and the fact that she had already been acting as CEO for six
months. Even the KFI witness conceded that the assessment
would not be useful as an evaluation tool for EC. Mayes Dep. at
67.2

In sum, | conclude that the CEO search process, as conducted by the

CEOSC composed of a majority of independent and disinterested

directors, was even-handed and entirely fair. The Board reviewed and

concurred in their recommendation by voting to elect EC CEO.

2 By not proceeding with the assessment, the CEOSC'saved RDI $35,000. Dep. Exh. 373;
RDI0058287-58297.

3337630.2
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JCOTTERO008369-8372 (referring to Dep. Exh. 313). The Steele IFs string

togéther a scenario that is speculative and simply wrong.

V. THE APPOINTMENT OF MC TO AN EXECUTIVE POSITION

3337630.2

23.

24,

In March 2016, MC was appointed EVP-RED-NYC. RDI0054790-54807,
March 15, 2016 RD! Form 8-K. Justice Steele opines that “a finder of fact
may conclude that the Board intentionally selected a less qualified
candidate in order to acquiesce to the wishes of the controlling
stockholders, notwithstanding the fact that the Board knew that she was
less than qualified.” Steele Rep. at 30. As an initial matter, once again,
Justice Steele is not opining that the Board did intentionally select

a less-qualified candidate. Rather he is merely offering an opinion that

a fact-finder may find that the Board intentionally selected a less-qualified
candidate. As discussed below, based on my experiences on Boards and
in teaching corporate governance, | find that the Board acted appropriately
and consistent with good goverﬁance practices in approving EC's
recommendation of MC for the role of EVP-RED-NYC. Because the
Board acted reasonably and appropriately, there is no basis to conclude
that they intentionally selecied a less qualified candidate.

As CEO, EC appointed MC to an executive vice pAresident role with the
advice and consent of the Board of Directors (which, as discussed above,
is composed of a majority of disinterested and independent directors).
RDI0054790-54807. The Board voted 6-0 in favor of the appointment,

with EC and MC not participating, and JJC abstaining. /d. The
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appointment of MC to a senior position is entirely within EC’s prerogative
as CEQ. EC is entitled to choose the employees that she believes will
allow her to best carry out her work. This is her choice to make, and all‘
Board members should support her decision and endeavor to help her
succeed for the company and all of its shareholders. Then, as events
unfold, the Board, in its oversight function, has the responsibility to hold
EC accountable for the performance of the company and its key units.
Ignoring this division of responsibility between CEO and Board with
respect to the appointment of senior executives, Steele’s opinion appears
to rest exclusively on his contention that “[blefore JJC's removal from the
Board, the majority of the Board found MC to be unqualified to serve in
that role.” Steele Rep. at 31. | note that Steele does not cite any
documents or testimony for this assertion whatsoever. And my
understanding is to the contrary. |
a. GA testified that he hadn't initially formed an opinion as to whether
or not MC was qualified to serve as head of NY Reali Estate but
over time, after viewing her success with landmarking and her deep
knowledge of the properties themselves, was convinced that she '
was qualified. Adams Dep. at 150-51; 178-79.
b. Similarly, EK testified that by the time of JJC’s termination, he was
persuaded by MC's handling of the landmarking process, her

handling of Stomp, and the pre-development of the New York
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properties that MC was qualified to lead the New York real estate
development. Kane Dep. at 57; 72-3.

EC testified that she had confidence in MC’s ability to lead New
York real estate development. EC Dep. at 55-60.

Theré is no evidence that DM ever thought that MC was
unqualified; he did testify that he was impressed with her work in
the landmark process and believed MC created an enormous
amount of value. McEachern Dep. at 262-3.

Both Codding and MW, who voted in favor of MC’s appointment,
were not on the Board at the time JJC was terminated, and | am not
aware of any evidence that either Codding or MW ever thought MC
was not qualified for the role.

While WDG did testify that, at one point, he did not view MC as
being qualifiéd to lead a major real estate project (Gould Dep at

p. 64), it was before MC demonstrated her competence through her
handling of the landmarking process, the Stomp litigation, and her -
work on the pre—developmeht phase of the NY project. |find it
reasonable that a director would change his mind about someone’s
abilities over time, especially where, as here, MC hired

a consultant, Michael Buckley, who does have significant real

estate experience.

Based on all of the above, Justice Steele’s unsupported factual assertion

appears to be erroneous.
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27.  While | have no opinion on whether MC was in fact qualified to be
EVP-RED-NYC, | find that taking into account: (1) MC'’s team that she
would wérk with; (2) her willingness to hire people to help her with areas
where she was less experienced; and (3) MC's other highly developed
skills, including project specific knowledge, was appropriate and it was an
adequate basis on which a director could approve the CEQ’s choice of
senior team. |find that the Board of Directors acted responsibly and
consistent with good corporate governance and complied with their
obligations as independent directors when they approved EC’s choice of
MC for a senior position in New York real estate.

VI. COMPENSATION OF EC AND GA; PAYMENT TO MC

28. Justice Steele also addresses what he deems are “substantial bonus”

payments to MC and GA, and EC’s “revis[ed] compensation.” Steele
Rep. at 31. Steele opines that “[wlhile an independent compensation
committee can be used to award salaries and bonuses to officers, if

_a finder of fact determines that the directors who decided EC’s, MC'’s, and
Adams’ compensation and bonuses were not independent, including by
the directors, other than EC and MC acquiescing to EC and MC's wishes
as controlling stockholders, entire fairess will apply.” Steele Rep. at 32
(emphasis added). As an initial matter, | disagree that the directors who
decided these compensation and other payments are not independent.

29. Al three payments were approved in March 2016. March 2016 Form 8-K.
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30. The Compensation Committee recommended EC'’s executive
compensation. RDI0054790-54807. At the time, the Compensation
Committee consisted of Codding, EK, and GA. RDI 2016 Proxy
Statement. As discussed above, both Codding and EK were independent
and disinterested, and therefore the Compensation Committee was
independent.

31. The Compensation Committee along with the Audit and Conflicts
Committee recommended MC’s payment. RDI March 15, 2016 Form 8-K.
The Audit and Conflicts Committee consisted of DM, EK, and MW. RDI
2016 Proxy Statement. DM, EK, and MW are independent and
disinterested for the reasons discussed above.

32. Moreover, as discussed above, the larger Board of Directors that
approved the executive compensation, director compensation, and other
payments at issue was also independent. |

33.  Next Justice Steele opines that if a finder of fact finds that the process
used to revise EC and MC’s compensation and to determine the bonuses
for MC and GA was not entirely fair; the Defendants have breached their
duty of loyalty under Delaware law. Steele Rep. at 32. | note that this is
irrelevant because these decisions were all made by a majority of
disinterested and independent directors on the relevant committees and
the full Board. I further note that, once again, Justice Steele himself is not
opining that the process used for the challenged payments was not

entirely fair. And, in my opinion, based on my experiences with such
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payments, there is no basis to so find. For the following reasons, it is my
opinion, based on my experiences on boards in awarding compensation
and approving payments and my knowledge of corporate govemnance, that
the process used to approve the challenged payments was appropriate,
consistent with good governance practice, and fair.

34.  With respect to the executive compensation of EC (and MC) that was
recommended by the Compensation Committee and approved by the full
Board, it was entirely appropriate for the Board to accept the
recommendation of the independent and disinterested Compensation
Committee. The Compensation Committee evaluated compensation
considerations with the assistance of experts who indicated that the total
compensation that had been paid to EC was below the 25™ percentile in
a comparison to similar companies. RDI March 15, 2016 Form 8-K.
Based on the information provided by these experté, the amounts
approved to be paid EC and MC was well within the range of what
similarly situated executives earn. RDI March 15, 2016 Form 8-K. At the
full Board Meeting, WDG asked the directors present if there were any
questions about EC and MC's proposed executive compensation, and
there were none. RDI0054790—54807. No one voted against EC and
MC'’s proposed executive compensation, including Plaintiff. /d.

35.  With respect fo the $200,000 payment to MC in March 2016, Justice
Steele characterizes that payment as “a substantial bonus.” Steele’s

characterization is inaccurate. The $200,000 was compensation for work
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outside her existing consulting agreement and in consideration for certain
releases and waivers granted by her company as part of the termination
agreement between RDI and MC’s company. RDI March 15, 2016 Form
8-K. In my opinion, it is consistent with good corporate governance to pay
a contractor for additional work and in consideration for releases and
waivers. The particular amount paid - $200,000 - was discussed,
considered, and recommended by two separate committees of the
Board—both the Compensation Committee and the Audit and Conflicts |
Committee. RDI March 15, 2016 Form 8-K; RDI0054871-54875;
RDI0054871-54786; RDI0054787-54789. The Board was entitled to rely
on the recommendation of either or both of these independent and
disinterested committees. Based on my experience, the directors who
accepted these recommendations and voted to approve the payments
acted appropriately, acted consistently with good government practices,
and consistently with their obligations as directors.

Finally, with respect to the extra payment of $50,000 to GA in March 2018,
EC proposed the payment at a Board Meeting. RDI0054790-54807. EC
explained that GA had rendered extraordinary services and devoted
significant amounts of time beyond what was typical for a director. /d. His
services included assisting EC during her transition to interim and then
permanent CEO, advising on investor relations, traveling to New York to
assist in the evaluation of the Union Square Project, assisting with other

potential transactions, and significant time spent on the Compensation
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Committee and the Executive Committee. Id. Based on my experience
with executives’ and directors’ compensation, it is not unusual to reward

a director with an additional payment when the director has spent an
extraordinary amount of time on Company business. The payment is also
consistent with the general practice of the RDI Board, which previously
approved one-time payments for significant time spent on RDI business
above and beyond what was typically expected of RDI directors. Kane
Dep. at p. 487-498; RDI 2015 Proxy Statement. The Board voted 7-1 in
favor, with GA not participating, and JJC voting against.
RDI0054790-54807. Codding, MW, WDG, DM, EK, MC, and EC all voted
to approve the payment. /d. Here, because the one-time payment was at
the recommendation of the CEO who worked closely with GA, was based
on specific projects that required increased expenditures 'of time, and was
within the range of other one-time payments made by the Company to the
Board members, the Directors’ approval was rational, appropriate, and
consistent with their obligations as directors.

V. THE REORGANIZATION OF THE EXECUTIVE COMMITTEE

37.  With respect to the Executive Committee, Steele opines,

If a finder of fact finds that the EC Committee was
repopulated and reactivated in order to minimize the
involvement of JJC and the other directors who voted
not to terminate JJC, then those actions likely
constitute a breach of ... duty of loyalty ... of the other
Defendants, who acquiesced to the controlling
stockholders personal wishes.

Steele Rep. at 33 (emphasis added).
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Boards often establish an executive committee to act on behalf of the
board between meetings and/or to vet or to serve as a sounding board for
emerging issues, strategies, or transactions. The substance of those
conversations would subsequently be presented to the full board for
further discussion and final action.

An executive committee works under delegated authority from the board,
whic_h is ultimately responsible for the resolution of matters which are
placed on its agenda. The authority granted to the RDI Executive
Committee was “to take any and all actions that the Board may take (other
than as restricted by Nevada law and the Bylaws of the Company)
between the regular and special meetings of the Board of Directors.”

Dep. Ex. 348. There is nothing unusual about the authority granted to the
RDI Executive Committee, and it is consistent with the authority of other
executive committees | have seen and/or have served on myself.

Here, it appears that the RDI Executive Committee acted consistently
within the scope of the appropriate authority delegated to it. The RDI
Executive Committee, which did not meet in 2014, was reconstituted in
2015 with four directors: EC, MC, EK, and GA, with GA acting as Chair. -
The Executive Committee met at least four times in the relevant time
period. The record demonstrates that these meetjngs occurred in the
period between Board Meetings, and the actions taken at the Executive

Committee Meetings were all reported to the full Board, and the minutes of

31 JA5700



41.

42.

3337630.2

Executive Committee Meetings were accepted by the full Board.
JCOTTER 11389-11393.

Steele does not opine that the Executive Committee acted beyond its
charter or took actions that were improper under Nevada law or RDI's
Bylaws. Instead, Steele contends that the Executive Committee was
problematic, because the purpose of the Executive Committee was to
minimize the involvement of JJC and the other directors who voted against
his termination. Steele Rep. at 33. But WDG, who voted against
terminating JJC, was asked by EC fo join the Executive Committee.
Gould Dep. at p. 25. WDG declined because he could not allocate the
time that such a commitment might require. Gould Dep. atp. 25. That
fact alone suggests to me that the purpose of the Executive Committee
was not o exclude JJC, Storey, and WDG.

And | find no other real evidence of any effort by the Executive Committee
to minimize the involvement of JJC, Storey, and WDG in the business
affairs of the company. On the contrary, there is evidence that Board
members not on the Executive Committee had access to the Executive
Committee members. In addition, there are rational business reasons to
not include a director, like Storey, on an executive committee because he
lives in New Zealand, which could impede quick decision-making—one of
the primary purposes of an executive committee. Finally, replacing the

former CEO (JJC) with the current CEO (EC) is sensible and also
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commonplace. The CEOQ is typically a member of a board’s executive
committee. |

In sum, it is my opinion that an executive committee is an apbropriate
forum to make time-sensitive and/or routine decisions in between full
board meetings and also for deeper, more focused examinations,
analyses, and discussions of complex issues to later present to the full
board for action. As such, in my opinion, WDG’s, EC’s, MC’s, EK’s, DM’s,
and GA’s actions in voting to reactivate and popu.IAate the Executive
Committee weré appropriate and consistent with good governance

practice and their obligations as directors.

VIll. THE BOARD’S RESPONSE TO THE UNSOLICITED EXPRESSION OF

INTEREST

44,

3337630.2

Justice Steele opines that “[iffa finder of fact finds that the Board’s
rejection of the Offer was not the product of an independent and
disinterested majority, and [if if] was born out of the desire to keep EC and
MC ... in office, then the rejection out of hand intentionally breached the
duty of loyalty.” Steele Rep. at 34 (emphasis added). This reasoning is
flawed. As an initial matter, the first IF premise is wrong. Whatever
assessment led to the Board's rejection was the product of an
independent and disinterested majority. The second IF présumes that the
rejected Offer was a result of some desire to keep EC and MC in their

jobs. | have seen no evidence to support the second IF.
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a. First, | have created a timeline of the various communications,
meetings, and related information and events which can be framed
in a time period associated with the unsolicited offer, beginning with
May 31, 2016, and ending with the final public rejection of the offer
on July 18, 20186, shown here as Exhibit C.

b. Because the SAC and Steele’s Expert Report contend that the RDI
Board was not adequately informed about RDI's value and
business strategy, management presentations of RDI's financial
condition, and/or business stratégy at various investor
presentations, board meetings, and annual meetings of
shareholders between November 15, 2015, and.June 9, 2016, are
also positioned on the timeline noted in (i) above. |

C. Second, | have reviewed the events and communications reported
above which can be summarized as follows:

i. On November 10, 2015, at the Annual Stockholders
Meeting, EC and Dev Ghose made a presentation about the
financial condition and business strategy of RDI.

ii. On February 18, 2016, EC and CFO Dev Ghose made
a presentation to the full Board about the financial condition

and business strategy of RDI.

8 These events are compiled from the following documents: ‘RDI0058012; RDI0058013-58014;
RDI0058015-58028: RDI0058029-58042; RD10058043-58070; RDI0058071-58116; RDI0058172-58207;
RDI0058208-58243; RDI0058244-RDI58279; RDI0058298-58299.
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iii. EC as CEO of RDI received an unsolicited offer from Paul
Heth on May 31, 2016, for $17 a share to purchase 100% of
the common stock of the company.

iv. EC shared the offer letter with the entire RDI Board of
Directors in advance of the June 2 Board Meeting.

V. On June 2, 2016, at the Annual Stockholder’s Meeting, EC
and Dev Ghose once again made a presentation about
RDI's financial condition and business strategy, noting its
core values and guiding principles inspired by founder
James Cotter, Sr. proposing interactions guided by integrity
(the E’s)* and the synchronization of its cinema and real
estate operations.

vi. RDI Board met on June 2 with their advisors to review the
offer letter. Minutes from that meeting indicate a robust
discussion of the pluses and minuses of a sale of the
company at $17/share.

vii., RDI made a presentation on its business plans at the Gabelli
Conference on June 9, 2016. The Gabelli presentation
appears to build upon earlier strategic plans, such as those
reviewed at recent annual meetings, the B. Riley Gonference
on May 26, 2016, and the February 18, 2016 Board Meeting,

among other management presentations.

4 RDI0058123
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vii.  RDI Board met again on June 23 with their advisors and
after further review and discussion, determines that the Heth
offer is inadequate.

iX. RDI issued public press release on July 18.

X. On August 3, JJC filed motion to amend complaint, noting
the offer in the proposed amended complaint.

Xi. B. Riley issued lan initial coverage investor report with a BUY
rating and a target price of $26 per share.

After an examination of the Minutes of the June 2 and June 23 Board
Meeting (including the suggested revisions of JJC), and a review of the
timeline and activities, which occurred during the offer time period, and
after further analysis of the various RDI plans and presentations designed
to unlock the synergistic value of RDI properties, it is my opinion that the
RDI decision to reject the Heth offer was reasonable and appropriate.
Based on my experience as a director having been in similar
circumstances as those described herein, is my opinion that rejecting the
offer is rational business strategy. It is perfectly reasonable to just say
“no” and wait to see what, if anything, a potential suitor decides to do next,
particularly if you know that the initial offer is woefully inadequate.

7 o

Justice Steele’s “opinion” relies on his contention that the “Board did not
receive the information management informed the Board that it would
receive, which may have permitted the Board to adequately evaluate the

offer.” Steele Rep. at 32. Relying exclusively on allegations in Plaintiff's
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Second Amended Complaint, he contends that “[flhe Board determined
that it would meet the week following the receipt of the Offer to determine
its response to the Offer, after receiving a business plan and valuation
material from the Company’s management. The business plan and
valuation materials were never submitted to the Board.” Steele Rep. at
17. But after a thorough examination of the Minutes of the June 2, 2016
Board Meeting and JJC’s comments to the Minutes of the June 2, 2016
Board Meeting, | cannot find any support for Justice Steele’s assertion that
management informed the Board that it would provide a business plan and
valuation material, specifically.
a. Instead, the Board Minutes reflect that

Management should over the next couple of weeks,

prepare background information in preparation for

a Board Meeting at which the Board could make

a further evaluation of the Share Purchase 10! and

consider in greater detail whether it would be in the

best interests of the Company and its stockholders to

continue with its current business plan as an

independent company or to consider a process that

could include negotiations regarding the Share
Purchase 10l.

RDI0058015-RDI0058028 (emphasis added). Relevant
background information was provided as promised by way of EC’s
presentation at the June 23 Telephonic Board Meeting. In
particular, EC presented an overview of the cinema and real estate
assets and operations, including the worldwide adjusted cash-flow

for cinema and appropriate multipliers, and the appraisal value of

3337630.2 37 - JA5706



the current real estate portfolio. RDI0058029-58042. These
numbers, taken together, greatly exceeded the Heth offer. /ld.
b. In any event, on numerous recent occasions, EC has presented to
- the Board RDI's current business strategy, including at the
Stockholders Meeting held the same day as the June 2 Board
Meeting. RDI58013-58014; RDI0058117-58171.

48. Justice Steele's “opinion” also rests on his suggestion that it was improper
to vote on the offer without seeking the advice of independent legal or
financial advisors. Steele Rep. at 32. But even JJC's comments fo the
June 2 Board Minutes reflect the fact that the Board resolved that “it would
not be cost effective at this point in time for the Company to incur the cost
and expense of retaining outside financial advisors (banker or valuation
experts), and that Management should, for now, look to information readily
available to Management at the Company.” RDI0058244-58279. Based
on my experience as a director having been in similar circumstances to
those described above, | find it reasonable and consistent with good
governance practice that the Directors did not undertake the cost of
retaining outside financial advisors at this point in time, given the fact that
the offer was not only inadequate, but also conditional.

49. Justice Steele’s “opinion” also relies on his partial suggestion that
members of the Board who voted to reject the Offer did so out of either
a personal interest in retaining their management positions or out of

deference to the wishes of the confrolling shareholder. Steele Rep. at 33.
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But | have seen neither any evidence indicating a desire on the part of the
Board mounting a canﬁpaign to keep EC and MC in office through its
rejection of the offer nor any evidence that EC or MC acted out of personal
interest. To the contrary, as RDI's largest stockholders, EC and MC stood
to make a substantial amount of money—far more than they would
through their executive compensation. And, while my opinion that the
Board relied on rational and legitimate business matters to reject the offer
(as opposed to Steele's suggestion that they acted solely to keep EC and
MC in management positions) does not rely on the opinion of independent
investment analyst B. Riley that RDI's stock was worth $26/share, it
suggests that regardless of whether B. Riley’s conclusion is right or wrong,
rational, independent thinkers who are not beholden to EC or MC could
and would view $17/share as undervalued. September 9, 2016 Article
from B. Riley, entitled “Leading Theater Circuit Poised to Unlock
Meaningful Shareholder Value in Coming Years with Global Property
Development Strategy; Initiating with a Buy and a $26.00 PT.®

In sum, it is my opinion that the process used by the Board in deciding to
reject the offer, was appropriate and consistent with good corporate
governance. The decision is the product of a majority of independent and

disinterested directors. Justice Steele provides an “opinion” that fails to

_ take into account reasonable, rational business considerations and that is

based on solely on the allegations of the Second Amehded Complaint,

5

Indeed, another of JUC's own experts in this litigation contends that the “stock price of the

Company was depressed.” Spitz Rep. T 11.

3337630.2
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which blatantly mischaracterizes the actual facts as demonstrated by the
relevant documents.
IX. CONCLUSION
Stated simply, Justice Steele’s speculative and contingent “opinion” is based on
incorrect assumptions given the facts in this case and the standards of good
governance practice. In particular, ! find that the RDI Board is independent and
disinterested because difectors DM, WDG, MW, EK, and Codding as individuals are
independent and disinterested. Independence is not compromised by mere friendship
without more, and here there is no more. As to each of the individual challenged
actions, | find the members of the Board of Directors acted reasonably and consistent
with appropriate governance practices at a controlled company, and that the processes
employed by the Board and each of the relevant committees with respect to each

challenged action were fair.

Executed on September 28, 2016

ALFRED E. OSBORNE, JR.
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Exhibit A



List of Additional Materials Considered By Dr. Albert E. Osborne, Jr.

JCOTTERO016893-95

September 9, 2016 Article from B. Riley entitled “Leading Theater Circuit Poised to Unlock
Meaningful Shareholder Value in Coming Years with Global Property Development Strategy;
Initiating with a Buy and a $26.00 PT.”

RDI0058012
RDI0058013-58014
RDI0058015-58028
RDI0058029-58042
RDI0058043-58070
RDI0058071-58116
RDI0058172-58207
RDI0058208-58243
RDI0058244-RDI58279
RDI0058298-58299
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At full Board meeting, EC and

CFO Ghose presented

ision,

, Vi

Strategy" - a presentation of the

ission

financial condition and direction
ofthe company - and responded

to questions.

4 "Management's M

Meeting, EC and CFO Ghose make
a presentation about RDI's financial
condition and business strategy.

Atthe Annual Stockholders
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phareh 30, 3018

& siuly naticed mesting of the Babed oF Dirdotars of Repding Inteinitionsl, Hie: was hald mi Mardh 2
S04, $n the thivd fovr conforonte rogs of Peppating Ualiarsily, [oeased st SI00 Cergor Drive, 1
Avguios, Coltforain, J00SS, Chalr Blin Totbar oolied voll aud verifiod the fallowing: purticipating ly pusts
wesn e Bas Cotier, Wics Cluic Murgstet Todter, and Dirvctors Buy Adeins, fudy Cotiding. Juoes
Cotiue, 1., Sdward L. Gane, Doug Melnihers, and Willem Sould: partiiipating bysslephione soanfersnge
catfwes Dicgtor Michael Wratnlok; paetie it ad $hes Bovdiation of the Chalr and prasent e potion vare
oy Chose, Ditef Finansial Cficer amd Trefsurgr, Willlar Eltls, Genural Counsel, fndant Emesling,
feanident of Duresstis Clsgias, and Cralg Towipking, Retordig Secwtary: #ng poytitipating ot the
Iitation of the Chair by telephone conforerne tall ware Andus] Matycrpsd, Lotparate Aohdnor, Wayng
Sosich, Manugng Diector, Sustrslis sl Wew Zualosd, Stevs Luces, Prindipal Avcounting Gfficer and
Controfiar, srid Multhew Souke, Dlratior of Real Extate, Atsetalis afd Now Zeilgad Partichaning for the
dizcussion of namgements sutdeadons with rexpant o e feasing of the Comipaty's Union Sguse
sropeely wers Michael Suckley frove EdtiRe Real Estate farlinry st foff Roverem from Newmark Gt
Frank Eripht,

Chai Latter remioded the Bosed that the Bugrd's proceedings weee confidential snd verified that no one
win fanording the waeting sl that soone othur than the persons responding fo e sod val werg on the
phohs. She cinfirmed that shoald suione jolo e call, that thelr pretencs would e sewiounced i6 3he
st

Chair Cotter ealletl the manting to toder at appeanimately 1230 Pi4,

LRt

ts, Crstter Hest displayend the vides gravared by Nesank. Thersafter My, Soseman dbotssed smkating
e¥iorts to datw, and the results of those affons. He fated thet they hed reoeived ten hadigations of
subtantial nferest From crodit tenants who wete Interssied in wilideg alt of the avallsble refail space;
Shipt they weby talking with shme grilier 0sess 3s well Pottiey Barn and PNy Sueindan e tendntsl
and thet they are pot leoking ot this time Y foral retaifers, bl cathior foeusing o0 sy credfit tonads.

8de. foseman advited the Board the 3 ved 30l ety dids fe the mosketing fracess, asd 1t 1he sl
B s S wsrkes hond ooty goos i shie pelor dey. He Ruether advisnd that rerall vy warte cordinulng
o rise i appiicable nekets. Me Rosmar covpomtad o vseious nuestiony fros the Board s o the
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strength of the markat sud his confidence that the building would e substantiglly leastd up by the Ume
that major financial commitments were made by the Company. Mr Roseman noted thatthere were tratde-
offs in ieasing immediataly, a3 oppesed to letling a competitive mackat develop, but that he was confident
that the constriction wold not be & speculatiie venture from a lzasing point.of view. Henoted that the
timeline for renting the office space was likely longer than the time ling for the retall, as offlce tenants
were typically seisking riore impyediate pecupanzy that rasjor reta il tenants.

Michiael Bucidey stated thal the project was continuing fo progress on thme and on budget, and
yolutiteered 1o Aduriss such Questions as might b pigserited by the Direcidrs. There wete tio guastions
for Mr. Buckley.

Yick Chair Cotter coviewed with the dlrectors tie materials Included in the Board hodk, and resppnded to
guestions,

A3, this point, Messrs, Buckiay and Roseman ferminated thelr conference cslf cannéction,

Thereafter, the Directors further discussed the profect with management, and asked that management
prepare for consideration at e next mesting a preseditation of developer's anticipated profits and a.
buy/sell analysis (Le. was it better to sell now or to redevelop the property and take the fisks of
redevelopment),

Bt Staue ol foval Regor
Following this discussion, Chair Cotter advised the Board that the naxt ordey of husiness was-an ypdate
on the statis of the Company's Annual Repert on Form 10K and the report of the Audit and Conflicts
Comitiiittes,

pev Ghose, the Campany’s Chief Financial Officer and Treasurer, updated the Board on the statys of the
Costipany’s Annual Repdiri dn Formi 16K,

. Ghose reported that there was stil work to do on the gudit. He advised the Board thet, in response
1o the determination with respect to the 2014 Audit that theve was & wiaterial weakness in internsl
controls refsted o the accounding for incoree taxes with tespert to Agstralia and New Zealand, the
Company hat retained Daloltts to review and revise a5 to these tax accounting matters. in the course of
this work ather tax acenunting issues had besnvidentified. '

To date, Beloitte had iderified seven issdes, st oF which had heen résoived,  Sbtiis pointin tine, these

adjgstments appear to cangel put, 5085 to have no materal inpact on after tax sarpings. However, the
work was ongoing, and there stll remained one wresolved Kers, Mr. Ghose stated that the issues ali
refased to pon-cash accounting Rams, Bot 1o the 1ax returns, and did not impact. items above the ret
income after taxes jevel.

Audit and Conflicts Comnsitiee Chalr Douglas McBachern next presented the Audit and Conflicts
Comittes (the “Committee®) Prefimirary Report. Committes Chalr Mckachern redtarated the
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infoemation mresentsd by M Ghose. He addsed thal the Teamitize had sndewnd the Dyl Anpsd
gt g0y Foray 30K with Mansgenent, and had wetaad hoard 1he prelivinary seport of the Cotapany™s
wuditors, Urant Thornten, He fated that the Jommitiee was prapared 1o sig off on the drah Annad
Report on fown 10K, sabjert 16 the sompletion of the-audit by Grant Thoenten, aud that the Conittes
tad defegated 1o him sutherity 1o review sny propessd changes 1o the Dalt At Report on Foon 10K,
and ko approve any changes whith, s bis ilgment wart st wiaterisl, daiy ooaterial ohavges wonld tedd
to be Beought back o the full Tommilise.

Directad s Cotter, Jr, corrgiained tha i had oily recelindd 8. draft of the Annuat Bepotton Form 10K
oy Toestlay avmring (Mxech 8, 2018 and, serordingly, bad not had fim te revie the same. Chely Totly
eaad that the Blng deadlive for Y Snsaat Regwrd o Fee 188 wan March 35, gried rmguested that &
ot 1, pravide sy cuents that he it b ertly o Corrmnlites Thalr Mz in wiltng.
miractor Jomes Deiter, Jr., alio complaingd thet he bad nod heen permdted o gRORIetE B e
Ceumenitioe ; 3 1E5R theg e Bt ;

LR
Presiders and Chis? Frecntive Offiter. Shmmittee Thell M
st thal thy apivisihility for the sadit and Tor dealiag with arad interfacivg with the auditors bat basn
dalogutid 1o e Cormittes snd that he had corfidence in the abifity of the Comrmitiae o dectargs 15
dvities and responsibilitis, He further noted, st the open issues were uevounting driven, sather § i
driven

2 coetion was rade anid seconded do povwpt the repuetof she Tormiiles and to delegits o sanugiroent
respoasiblity for the faalisstisn of the Ansst Haport on Furm 108, subkest to olitainiag the spprvalod
Loranities Cludr Mifackeen of avy irivaterkal denges B the form preionsiy Sistriuted and subjert
$or 3 rendows and approval of He Committen of any material ahunges, Me Tomgking neged il U Form
1 id not reguire axacition by wif ol the diutions, and thet nnly gaecution bya voamjority of the Seasd
s faasired. So, 35 % roalter of mechiics, th Fosss 10K ok be Fiand v lnongas 1§ wes spproved by the
Compnittes, the Chalr and tie Wee Thaln

Thiz moten geseed & fn fovir sod one Pamps Latter, i abeaining,

Thalr Cotter thanked the Commitias for 8% work, and the Ditectars for snvicwing the J0K o elptively
shart notice. Shs uoged oy Qirector having chawrisnity 1o foward tharn to Cormmittes Chalr MoBathern
85 oo &5 povsibie.

Chalr Cutter stutad that the nest nrdey oF bioingss was » review of the eavsings refauss. Shw apuiogded
forthe fsct S ¥t husd wly boen Gecuintad the pardous evaniig, anid aghed thyt Hrartnrs ive dir. Buse
any cormments they might baee 88 soon a5 pussble. Shye advized that witer woliecthyg cosends, M
Graan winsld ok swith Torammistes Chalr Whelachers to finalbs T ralonse.
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DutHiatiars Hoy

Thair Cotter advisad that the next order of businass was the review of the Company's debit sitvation.and
turoed the Hooroverte Ky, Ghose,

My, hose raviewed thé materials in the board package, and responded (@ guestions..

Chalr Cotter advisgd that the next order of business was the veview of the Sompany's Domestic Cinema
Operatians and turvied the floor aver to M, Sniarling. Mr. Smerling réfarred directors to the mateifals in
the Board Book regarding the results of operations for the Eompany’s domestic cinemas ang wiscussed
thi spti-trust implications of the patential AMC/Carmitke merger and the state of clearange issuss. He
athvizad that, while no assurance couid be given, it appeared that the old clearance systery was breaking
down, which would grovide both opportunities aid challanges for the Cormpany. At Mr. Smeding's
request, Mr. Tompking gave a brief updats of the pending antitrust litigation brought he iFic arid
{andmark against AMCand fegal, Messts, Sterding aod Tomipldns respen ded to questions forthe Board,

Btz sod e tealanit Clnema Suseiing

Chair Cotter advised thut the next prder.of business was the review of the Campany's Australis and few
Zealatid Cinems operations and turned the floor over to 8y, Srolth. NMir, Smith veferied the Bnard tathe :
Board Book regarding the results ufoperation. At the invitation of Chalr Yotter, Mr. Sith discussed hig
vafue pricing initiatives in Australia and New Zealand, and the resulls pelnig achieved, snd responded to
guestions.

Al Vet S

Chair Cotter advised that the next order of business way the review of the Company's live theater
operations and turned the floor aver 1o Vice Chalr Margaret Catler. lige Chalr Cotter referred the Baard
ta the Board Book regarding the results of operation, and invited guestions frem the Board, There werg
ey gusstions.

saralia snd N oo e

APPSR

Chair Cotter advised that the next order of business was the review of the Company's real estale
operstions in Australia and New Zealand and turned the flagr avertg the Campany's Head of Real Estate
for Australia and New Zesland, Matthew Bourke. My, Bourke reviewed-with the Boardthe matecisls inthe
Boatd bk and invited guestions from the Board, There wire no Huestions.
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Chalr Coffer adiised thiat the next order of husiness was the consideration of @ possible purchase of the
ofice building located at 5995 Sepuiveda Boulevard to house the Company's corporste headgquarters.

. Matyesynski reviewed the materials iheluded in the Board Book with #ie Difettars, concluding that it
was management's recomnendatien that the Board gpprove the purchase of the property and sutharize
magagement 1o proceed with the transaction.

These followed & discussion among the divectors durlng which avarlaty of points wers tonsidered by thix
Diraetors, inciuding the following:

¥ The projected impact on the Com gany's headquartrs ocoupancy Costs, and the banefis of belng
an ownarfoccupiés 35 opposed to & fenant,

> The compatative benefits of ilie alteriiative alfocation afthe cabital nend to purchasd the bullding
te goguite prher operating sssets,

¥ The potentisl long term va lne of the propesty as an investmant aszet,

% The putential domestic demands for cash i the near to medium e,

% The fitaited amoum of tash avaitable it the US, and the fssues imeoived 1n bringing cash
Uritted States from Australia and/or New Zealand, and '

¥ Possibile rental or purchase alternatives.

Exllowing discussion, ih which maragement resgonded 1o 8 variety of Direttir questions a motlon wis
made by Director Adamy and seconded by Dirsctor MeEachern that management be authsrized and
divected to acquire the Sepuiveda Propeily dn terfns substantially similar 1o tiose présefited to the
roeeting, and to take alt such actiots netessary of convenignt to carry it the intentions of these
resolutlons,

The motion passed 7 to 2, with Dirdctors Wratmak and Cotier, Je. vnting no.

tepsd Yodate

Chair Cotter adviset the Boart that the next order of busiuess was the litigation apdate, and turred the
meeling over to Mr, Tamplins, Mr. Tompkins referved the connittes to. the materiale in the Board Book

and made himsel avaiable to resiond to Guestions. There were o questions,

Shckhoer Antal tating

ina

Chair Cotrér advised this Board that the riext order of business was @ fix the stockholder propossl date;
the repord dute and the meeting date for thy 2016 Anmual Mesting of Stockhaldits, fo select an inspector
of elections and 1o appoint secrataries for the meeting. Chair Cotter advised that it was her anticipation
that all of the surrent divectors wioild be résiominated.

Cin motion made and seconded, the following dates and appointments wers approvad:.

¥ Stockholder Proposol Deadlive: Spri 8 2016
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Faged

$eoenr Bearch Doty Muarsh 2%, 1036

fooued Daten Apt 22, 3034

Stackhulder Keeting une 3, 3086
irapectorof Blestions: First {oast Hasdts, e
Mesting Segretary: Crailg Tomplin

Moeting Audstant Setitary: S4san vileds

A

Erilowiop discussion, dustg whtich bdr, Criter . stted b view that Me. Tonpidos should rot Be
sooretsry dur to the Sact Tt be had bk vemed as 8 defenidant fn the T2 Hyigation, the shows ety
was prssed wnsefronusly, but with Mr. Cotter i votiog no on the appoluiment of fdr, Tompldng a2
Meefing Secreiary, sheininey 46 o the fodug of the amusd taenting dase,

Enarative Sasvion

AF iz Hme the Chade el
Beoredary, athalsing Thal the rew

Chilr Cotter adidued the Bosrd that

far the féf;a.m}-:mmiw&g}iéié 955& ey 18, D

I the Ascusvion that follpwed, M, fotny fr. nijtcted 1o She proprration of rimstes by M. ¥ mpling o
the basis Shat Mir Tompkins bad been named #g 2 defendantin the T Htirstion. No audionvas made on
iz tnpic. Severst dirgciors guestionud the propristy of sllnwing dHregtors to jocdade, i gssensg,
dinsenting views i the Dulnpaiy’s inute Bosks, Polltwdng Fiscdssion, tn mol

ton myde aad secnnded,
the firevion spproved the minyles In the form wibritied o the Buard ave fhg eelusion in the MWinute

Baok of Ditector Cotis comunants, by & vite 07 8 to 1, with My, Doter dr, votlag ne.

¢l Corter aaviserd I Board wats thie review of 3 proposed Compansaing ant 3R Lxption Dopuaies
Charier: She noded that the Company dig not ourrently Bave o fouwad chisniat, andt thast the proposed
vhgriey inchuded inthe Board materials

weas hadng recomimentded for
adoptinn by the Coropensdiion and Stock Qption Crmmitten, Chair Sotter adiland thid, in the sdew of
marsgemens, e prapstd chater sl couistsnt it varrent bt ractices.

padrgurat Colter svdfor favusy Tontet, Jr, 1be Compaisation ssd Pock Dption Compdtiee shindd sl
fts rresrannndstion 1o the Board, but et the wpprwd of wuch compensation should by detsrmined
aitimately by the Smud and net by the Tompensation and Stock Dpthon Lomintiien. Monagernent was
direcert 4o smend the propased tharter 1o rafiedt this change. Subject 1o the niaking of 1his changs, oh

Fullowing Sissuasion b wag determingd et with tegpect 16 e suvapansation to be paid 1o Siise Lotter,

~
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motion made and seconded, the propised Cumpensatioy snd Stock Option Topymathes Chertr wes
spprovad by an k6 3 volg, with M, Totter, I, ghsdainiig,

Sunensded sod Regtuted Audit and Contficts Comnmiy

Chair Cotter advised the Board 1hat the next Hern of husingss was tha reviw of & prsible moended and
restated Auditand Conflivts Committze Charer. Chalr Cutler atvised thay the inftwas 2 ok Inpeiess,
24 1% Bag nod pat besn roviswed iy Dow Ghoss or Grant Thorsten. Ktavugnment bad wken lopt froam
Froek Regdivk st Alds Gump and Mike Boaser o Greenterg Traurig sod belizved et itens in cundormBy
et et grastices, Bwas snticipated thata final draft would b presantad o the Bowrd o it vaol Bowed
menting. Sommites Jhale Mekiachern explaingd that the propodad charter wes substantialiy jonger thaa
s curTent churter bt this wae dag, In par, o the fecusion within te Asdi and Contiicls Compditanof
sosponsiaily for tae aversii '

_ w, pelier security, ddk susussment, wd the ingdusion i the clatter 5f e
it sud Condlines Domnsiitas’s rasponsilsiiitg far wemrsight of the Jomgiaty’s miruagernsent of Simbne
view: awd % fanning, 34

My, Cotter I, Taises agai the issus of dirertor atisndance 3 meetngs of e apdit and Lonfists
Cammatiae, sxywassing his vt that such wmareings shuuld e opan 10 all ditectors, comadites Chal
KicEacherm said Phat whils he woidt ook late the matter Turther, he balinved that best practices we T

’ i 51 exwer atlondancs 3t s mestings, ad Ut hasmd aaivs

Chuir Cottey sddvited the Baurd that the ned osder &F business wiss the review and acceptance of he
folivaning sooraniBes minutag

{3} Compenyutien Committus Meeling: Janusry 25, piists

b} Comppusetion Toramittes Iueting: fensary 28, 2016

fxy Compersation Committes Mesting Pelbeusry 3, 21k

{d} Compenswien Ontmmittee Mesting: Falepary 12, 3016

fei Compersetion Lonmmifer Meetng Feleuary 9, 2044

% Aol st Conflicts Coneitiee Menting Febraary 38, 2016
i Beerutive Tomimitiss Mestlng: February 26, 30 16

Daring dacussion, Mr. Gotver, Jr.asked that he be permitied o ask qurstine ahous and to ghe Canisents
mry the ornittee wimass,

Fhus sense of the Boprd woethat coplmiitee winides sy uf the appdivatie cormmittes,
Yhat they were busically fieoidderd for thig Infarmution oF S Boatc bl thd “gespgrtanine® Wiy Sy the
peoradurs to lioes the mintdes to bs iatleded o e giinide hooks of the Corpany. if & tirecior had &
unstion about the srimztey, that discler was cortlly fres o disus i rhattey with the applicebly
consittee chalr, srudiFush Srector did not get 2 setisfuntipy angwir, wes fiewie frap tu ne the Lk

15 plucw the ropller o 1he apenda for 3 subsegpent Baard mewting.
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On wotion duly made and seconded, the above refereneet minites wiere acceptizd fov inclusion in the
wiinute hooks of the Company by an 810 § vote, Divectar Cotier, In. ghstaining.

sinites RERO

Lominsrinationdnd Srock (e ]

Chair Ctter advised the Board that the next order of business was the review of the report of the
Compensation and Stock Optish Comuiities, At this goint, Mr. Tompking left the mgpting, M Bonier
belng appointed to serve as rgcording serretary forthis gortion of the meeting,

At 4:04 prri Mr. Tompkins was exclsed, and My, Bonner was asked to take the minttes dntil Mr. Tosapking
returned,

il Apgobil

Ay

farnes Cofter, ir. sxpressed his objections Yo ot baving been provided with rore detsil supporiing
proposed 2016 exacutive comperisation slong with the individual goals angd benchmprks o be used for
pach exscitive's shnrt-terro incentive bonus phpariunity.

Eflen Cotterresponded that sach director had bee, dded in advance of the ieeling
showlrig each seniot executive officer's oroposed 2016 coipensation package andthar sha was Kappy o
rgspond bo @1y questions any director tiad on the receimmendastions. Elles Cotter had presentid detalled
sehedoies ang proposed individusl goals znd bhechraarks to be used for the sentor level exptutives to the
Company's Cinpensation end Stock Options Comrhittee {the “Compensatini Committes”) which had
theroughly reviswed and vetted sich recomimendations, Ms, Cotter reminded thie Board thatthe intend
% o uilize the Compeugation Commitise 1o review and give input on the specific compensation
componants for the senfor exacutive officers. The Compensation Commiitiee gave its unanimous approval
to the eretitive rompensation recormaiidations.

Mir. Cotter, Ir. repested his objection of not having had the bpportunity to review the dutaited back up
inftrmation of this detalled individiel goals and beachriarks for shert Jerat iricdintive bonuses that had
heen used by the Chief Executive Officer and the Conmipansation Comimitiee, Ms. Cotter Aeknowledgid
the abjectior snd ssked if Mr, Cotter hag any spacific quastions o conterns.

Cuusticry were dsked abouy the Dev Ghose cotmpetsation recommendations, M8, Eotter noted thit
uniike the sther sgnior managerent mgmbers, 7. Ghose's compaasation was set tn us Apaid 10, 2018
smployment contract. Mr, Ghose's contract had baen entered into when fames Cotler, i was the Chief
verutive Officer and the téfis had been negotiated and approved by My Gatter, Jaiigs Cotfer, I
nainted out that Mr, Ghose's contract hiad kisen negatiated under the supeavision of Mr. Gould, the Lead

ndependent Ditector,

fls. Ctter asked if there weee any utier cotunents or guestions, My, Cotter, Ir. stated that he oijecisd
to the employment sod-appaintrsent of Craig Tornpking as Geveral Counsel, Mr. Cotter, Jr. stated that be

fiad seenn menio weitten by his fathier, Jafes Catter, 5., i 2007 that inéde sevieral Aegative sthtetiants
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sboul Mr, Tompkins, including a statemant by James.Cotter, Sr. that Mr, Tompiins should not serve ina
position of trust for the-Campany of Tn & position utiler which he coulid bind the Compary.

Ellen Cotter questioned M. Cottar sbout his asse rtlans.and stated that she {Ellen Gotler) had neverhemd
af this hefare, Margaret Cotteralsn expressed surprise and agreed with £llen Cotter. Dtherdirectors were

nat aware of these allegatians and bhserved 1t Jimes Cattet Jf, was referring to matters that were nipe
years ofd {2067}, Further, it was noted that Rr. Townpkins had sontinged to provide exiensive consulting

Py

and Jegal services 1o the Campany after 2007, Intluding senvices authorized by sod which involved
reporting directly to james Cotter, §r,

James Cotter, Jr. stated that he had this inforsoation in his possession. He gnce again exprassed Mg
ohjections.

After further discussions, the Board decided that James Cotter, ir.'s allegations werg of such.a nature that
justified a prompt investigation. The Board instricted that this fuvestigation be fomrenced immediately
and that M, Coiter; Jr.. as the person maling the allegations, would be expecied to sooperate and provide
whatewer matetials he dldims to haye. The Bpard’s intention was that Mr. Tompkins's gmployment would
be considered following such inguiry, '

After Purthier discussion, 4nd uptn motion duly riade and secanded. the following resolution was.adopted
{on 2 vote of ight votes in fovor and James Cotter, 3t abstainingds

it is Herehy Resolved that the schidule of praposed 2036 executive compensation ag set forth on
Exhibit & i these minutes, excluding Ellen Cotter, Margaret Cotter and Craig Tampldng, as
unanfmously recommended by the Compensation Committee, be approved.

The Board also discussed the appointrment of certain axsoutivey to certein uffices. Ms, Cotler discussed
with the Board the various apprintments and the ressons therefor. Blen Cotter reconusented the new
titles b given as below:

Dev Ghose — Executive Vice President, Chlef Finandisl Officer & Trensurer
Andrre] Matyezynski - Exegutive Vice President ~ Global Operations

Matthew Bowrke - Managing Director ~Regl Estate - Austrafia & New Zesland
Gitbert Avangs —Vice President ~ Finance, Planning & Analysis

Mark Douglas ~ Director of Property Development - Australis and New Zeglared
Tersi Moore — Vice Presitert~Linema LOperpliops {L13)

Doug Hawkins - Vice President ~ Constructivn snd Factiitles Managemant {US}
Ken Lee ~ Vice Presitent - Food & Baverage {US)

After further discussion, ant apon motion duly made and secorided, the following resplution was adopted

{on a vote of eight votes in favar and James Cotter, Jr, ahatelning).

1t is hereby Resolved that the above sxecutives be appointed to the offices fsted above, as
unanimously recommended by the Compensation Tomroittes, be approved.
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Nisxd, Malgaret Cottey Was asked to feave. Ellen Cotfer gave & sumimary of ber assédsimant of the reasens
for Margaret Cotier's new position a3 Erecutive Vics fresldent, s wall as # summary of the Tactors she
had used in recommanding the compensation packege for ber, Directors asked questions. Elign Cotter
Wag they exused,

William Gould, as Lead Independast Director, asked if there were any further quastions ahout the
proposed compensation for 2615 for Eller Cotter ar Margaret Cotter or the Htle designation for Margaret
Cotter. There was noné, Ufion motion duly faded dnd seconded, the followirg resnltion was adopiad
{Elfen Cotter and Margaret Caotter not participating; James Cotter,.Jr. ahstaining):

it is Herely Respived that the schiedule of proposed 2016 arécutive coipensatian for Elen Cotter
and Margarat Cotter and the title of fxecutive Viee President ~ Reaf Estate Management and NYC
Devalopment be glven to Margarst Cotter, ay set forth on Exhibit A 10 these minutes, as
unznitousty retommenided by the Compensaticn Corhmiitée, bie approved.

Ellen Cotter and Margaret Cotter returned 1o the meeting..

b, Dt iomnsasiion

The next item of busioess was to ronsider the 2016 compensation to be paid fo pulside directars, as
récomiviended by the Compensation Cofmimities. The Board briefly distussed the miaterials provided 1o it;
was advisad that the aropasal was biased upon the recommendations uf Wils Towers Watson and Sueht
proposal represented an effort to bring the Company's outside director compansation practices in live
with het prattices with a view to pest and compétitor outside director compensation. The Compensation
Committes Had approved [suigect to parsonal sbatentions for sack difegtor’s own sornpeisation; the
recommendation for cutside direcior compensstion. James Cotter, Jr. expressed hig objection io the
process of changing oatside director compensation,

After further disoussion, upen motlon duly made and seconded, the following resohitioh was apprived
{each director abstaining as to hior her own compensation, and fames Cottgr, Jr. vollng against):

1t o Herehy Resolved that compersation for autside directors of the Company srarting with
calendaryesr 2016 shall be as foliows:

4iy maintaining the sanusl board retalner at $50,000;

{ilfy  Increasing the annual lead director fee to $10,000;

fiig incemasing the aniual Audit and Confiicts Comvittee Chalr and
Exaciitive Coimmittes Chair fee 1o 320,000;

{}  incremsing the annual Compensativn Committee Chalr fee fo

L 515,000

{v} iereasing the annual cammittee merbbarfes to §7,500 fof the
Exiclibive and Audit sad Conflicts Comnitted and 55,000 for the
Compensstion Committeeg; and
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(i} estalslighing soral grants of SELON0 of searictad stook uaBs te
board mantiers leasting 13 miushs following the aweed of the
rostddeisd stock units) based on the dositg Stuek prige on
NASHATE an fodey's date, subject Wt v of the
recomrraneied ampndrant 4o the JO0 Stoek inventive Pl

Sest, the Board sonsidered possitle addiionad compensation for moravdineey serdoes reradared ty
cartin diradiors. Elion Cutter made 2 presyrdation to the Buard witheeepent 1o oy renpnnnidution for
specin snedine consprnsation to be pdid to thess dlotors.

s, Totter first gxpressed 2 mauest thet thi Bosed tomsider entiatndingry compensation i Director Uiy
Adurys, My, Sdams wig ecused. My, (otter summarieed the exdrgtrlinary sefvces ang e devoled by
Nir. Adans shoee and bevad the ususl rofe of a dirgetar othe st yeas, M Colter notad sy R
Aciens rad provide the Biflowing wstraordingy Sendons andsting Ris. Costes e @ vartnty of support
safvives as the Company underyent the stresses gl cuntroveesize of the st veat; aydsiing Ms. Tolar
i 50 avivisory vapacity in ber Srsnwition of roles It Intavion CEO and permanent CH; advite o flatc )
redations; personal travel 1o Maw York o assigt ln the seduntion of the Unios Sawra sraject; aasitangs
with seafization of cevtaln potential transactions; signffitant toanitenent of 4 e i wvahisling poltential
Fasey Bestutier covapensotion prastics efrathe s s sorsidersd by the Lomvpersation Cnanvdittedy
and sxtenoniisany servines on the Exerutivs Unrismitten

“e

After further discassing, upon motion didy sade wud speonded, the follawdng rasuleion was adopted
{Guy Adarra not pasticleating, snd faraen Latter, Ir. eoting walal

it i3 Herohy Resolesyd that Guy Adas be compensated 550,000 i ravognition of sxtranydingey
sesviensts he Boarsd of Diteurs

fuke. Adams retorned to the mealing, snd RMr. Xang v wrcused, Bz Sutter provided v sunmary of e
extraanditney servives rovided by §d Kang, partizdany iy the ares of euersesing the complaie ovathad
afaxecutive SoMpensEiion wiith Al reguirsd sdditional Hine and work cuisits of s wmpular dutles Tt
the Comperastion Cwramitien. Afwr further distussion, wdon sastion Sy wade sl sdcoinied, the
Entiowing resolution was adnptad (S ¥ara not pardeipatiog, and ases fottee, b, abstalningl:

# s Herehy Sesnlead that ¥ Eans be comparasted SIGO00 i reougnitish of axtracstisaiy

sorvives to the foysd of Brentors, ' :
M Koo returmed et weating, a0y M. MaBarhers was gigused. M. Cuiter prosided 3 stermary
e aararrlinaty senvicts provided iy Dovgles stckachern, partioularly In the arve of adilitonal twe
nepond the typleat requiremnenty of thy Auditend tuntlicys Comwnitise in tax aod ralated matters. After
Suritses Glacussinn, ager motion duly pade snd ssonrded, e followdng sesolitivawes sdupted {Huuglas
facfacharn not participating, snd James Cattes, b absraindng) ’

JA5731

CONFIDENTIAL



Houding lntproations, ing,
wimutes ofthe Bosed of Dirggins
March 8, 2048

Poge 32

it In Horsby Retolved et Dol MeBschienm be compenssted S14000 in recognition af
sxdraoediiary servives 1o the Hoand of Blracines.

Hesq, the Boaed sonsidernd aw amandment B the 300G Readig imewationsd, Ino, Stock Incentive Plan
{the *Pler”]. T Bosrd bad besy tripfed that the peircipal resbon for the pagndmpt is to ollow the glant
of restricted siock arits wider the Plan, in acoordance with revoinmentations of Willls Towers Watson,
Upos vaation duly made avel seconded, the following sesolution was widmiasly adoptads

§ 15 Hereliy Rosnived thet the srendment it 3030 Reading mtermnational ing, Stock Incentive Man
iny the Form of Bxhibit 8 4o tese minuies b approved. .

WAr. Toenphing retuoned soad regumen a8 Renerding Secretany.

Thue meering was adiniraed ot approximataly G0 M, Pacific Randsed Thow,

4

i — . o
5. Sradg Tomphins, Reosrding Seorelary
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Vote Required
The approval of this proposal requires the number of votes cast in favor of this proposal to
exceed the number of votes cast in opposition to this proposal.

Ellen M. Cotter and Margaret Cotter, who together have shared voting control over an
aggregate of 1,208,988 shares, or 71.9%, of our Class B Stock, have informed the Board that
they intend to vote the shares beneficially held by them in favor of the 2010 Stock Incentive
Plan Amendment discussed under Proposal 4 (the Plan Amendment Proposal).

Recommendation of the Board

THE BOARD RECOMMENDS A VOTE “FOR” THE APPROVAL OF THE 2010
STOCK INCENTIVE PLAN AMENDMENT.
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REPORT OF THE AUDIT COMMITTEE

The following is the report of the Audit Committee of our Board with respect to our
audited financial statements for the fiscal year ended December 31, 2016.

The information contained in this report shall not be deemed to be “soliciting material”
or “filed” with the SEC or subject to the liabilities of Section 18 of the Securities Exchange Act
of 1934, as amended (the “Exchange Act”), except to the extent that we specifically incorporate
it by reference into a document filed under the Securities Act of 1933, as amended, or the
Exchange Act.

The purpose of the Audit Committee is to assist our Board in its general oversight of
our financial reporting, internal controls and audit functions. The Audit Committee operates
under a written Charter adopted by our Board. The Charter is reviewed periodically and subject
to change, as appropriate. The ‘Audit Committee Charter describes in greater detail the full
responsibilities of the Audit Comimittee.

In this context, the Audit Committee has reviewed and discussed the Company’s
audited financial statements with management and Grant Thornton LLP, our independent
auditors. Management is responsible for: the preparation, presentation and integrity of our
financial statements; accounting and financial reporting principles; establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rule 13a-15(¢)); establishing
and maintaining internal control over financial reporting (as defined in Exchange Act Rule
132-15(f)); evaluating the effectiveness of disclosure controls and procedures; evaluating the
effectiveness of internal control over financial reporting; and evaluating any change in internal
control over financial reporting that has materially affected, or is reasonably likely to materially
affect, internal control over financial reporting. Grant Thorton LLP is responsible for
performing an independent audit of the consolidated financial statements and expressing an
opinion on the conformity of those financial statements with accounting principles generally
accepted in the United States of America, as well as an opinion on (i) management’s assessment
of the effectiveness of internal control over financial reporting and (ii) the effectiveness of
internal control over financial reporting.

The Audit Committee has discussed with Grant Thornton LLP the matters required to
be discussed by Auditing Standard No. 16, “Communications with Audit Committees” and
PCAOB Auditing Standard No. 5, “An Audit of Internal Control Over Financial Reporting that
is Integrated with Audit of Financial Statements.” In addition, Grant Thornton LLP has
provided the Audit Committee with the written disclosures and the letter required by the
Independence Standards Board Standard No. 1, as amended, “Independence Discussions with
Audit Committees,” and the Audit Committee has discussed with Grant Thornton LLP their
firm’s independence.

Based on their review of the consolidated financial statements and discussions with and
representations from management and Grant Thornton LLP referred to above, the Audit
Committee recommended to our Board that the audited financial statements be included in our
Annual Report on Form 10-K and Form 10-K/A for the year ended December 31, 2016 for
filing with the SEC.

It is not the duty of the Audit Committee to plan or conduct audits or to determine that
our financial statements are complete and accurate and in accordance with accounting principles
generally accepted in the United States. That is the responsibility of management and our
independent registered public accounting firm.

In giving its recommendation to our Board, the Audit Committee relied on
(1) management’s representation that such financial statements have been prepared with
integrity and objectivity and in conformity with accounting principles generally accepted in the
United States and (2) the report of our independent registered public accounting firm with
respect to such financial statements.
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Respectfully submitted by the Aundit
Committee.

Douglas J. McEachern, Chair
Edward L. Kane
Michael Wrotniak
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BENEFICIAL OWNERSHIP OF SECURITIES

Except as described below, the following table sets forth the shares of Class A Stock
and Class B Stock beneficially owned on August 31, 2017 by:

each of our Directors;

each of our executive officers and current named executive officers set forth
in the Summary Compensation Table of this Proxy Statement;

each person known to us to be the beneficial owner of more than 5% of our
Class B Stock; and )

all of our Directors and executive officers as a group.

Except as noted, and except pursuant to applicable community property laws, we
believe that each beneficial owner has sole voting power and sole investment power with
respect to the shares shown. An asterisk (*) denotes beneficial ownership of less than 1%.

Amount and Nature of Beneficial Ownership (1)

Class A Stock Class B Stock
Name and Address of Number of Percentage Number of Percentage
Beneficial Owner Shares of Stock Shares of Stock
Directors and Named Executive Officers
Ellen M. Cotter (2)(13) 3,165,044 14.8 1,173,888 69.8
James 1. Cotter, Jr. (3) (13) 2,698,394 12.6 696,080 41.4
Margaret Cotter (4)(13) 3,423,855 16.0 1,158,988 69.0
Guy W. Adams (5) 7,021 * - -
Judy Codding (6) 7,021 * - -
Devasis Ghose (7) 50,000 - - —
William D. Gould (8) 58,340 * - —
Edward L. Kane (9) 25,521 * 100 *
Andrzej J. Matyczynski (10) 55,493 * - -
Douglas J. McEachern (11) 44,321 * - -
Robert F. Smerling (12) 15,140 * — -
Michael Wrotniak 12,021 - - -
5% or Greater Stockholders
James J. Cotter Living Trust (13) 1,897,649 8.8 696,080 41.4
Estate of James J. Cotter, Sr. (Deceased) (13) 326,800 1.5 427,808 25.5
Mark Cuban (14)
5424 Deloache Avenue 72,164 * 207,913 12.4
Dallas, Texas 75220
PICO Holdings, Inc. and PICO Deferred
Holdings, LLC (15
875 Prfspect Stfeet), Suite 301 - B 117,500 70
La Jolla, California 92037
James J. Cotter Foundation 102,751 *
Cotter 2005 Grandchildren’s Trust 289,390 1.3
All Directors and executive officers as a group 4,686,791 1.9 1,209,088 71.9
(12 persons) (16)

(1) Percentage ownership is determined based on 21,377,070 shares of Class A Stock and 1,680,590 shares of Class B
Stock outstanding on August 31, 2017. Beneficial ownership has been determined in accordance with SEC
rules. Shares subject to options that are currently exercisable, or exercisable within 60 days following the date as
of which this information is provided, and not subject to repurchase as of that date, which are indicated by
footnote, are deemed to be beneficially owned by the person holding the options and are deemed to be outstanding
in computing the percentage ownership of that person, but not in computing the percentage ownership of any other
person.
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(2) The Class A Stock shown includes 34,941 shares subject to stock options as well as 802,903 shares held
directly. The Class A Stock shown also includes 102,751 shares held by the Cotter Foundation. Ellen M. Cotter is
a Co-Trustee of the Cotter Foundation and, as such, is deemed to beneficially own such shares. Ms. Cotter
disclaims beneficial ownership of such shares except to the extent of her pecuniary interest, if any, in such
shares. The Class A Stock shown also includes 297,070 shares that are part of the Cotter Estate that is being
administered in the State of Nevada and 29,730 shares from the Cotter Profit Sharing Plan. On December 22,
2014, the District Court of Clark County, Nevada, appointed Ellen M. Cotter and Margaret Cotter as co-executors
of the Cotter Estate. As such, Ellen M. Cotter would be deemed to beneficially own such shares. The shares of
Class A Stock shown also include 1,897,649 shares held by Cotter Trust. See footnote (13) to this table for
information regarding beneficial ownership of the shares held by the Cotter Trust. As Co-Trustees of the Cotter
Trust, the three Cotter family members would be deemed to beneficially own such shares depending upon the
outcome of the matters described in footnote (13). Together Margaret Cotter and Ellen M. Cotter beneficially own
1,208,988 shares of Class B Stock.

(3) The Class A Stock shown is made up of 423,604 shares held directly. The Class A Stock shown also includes
274,390 shares held by the Cotter 2005 Grandchildren’s Trust and 102,751 held by the Cotter Foundation.
Mr. Cotter, Jr. is Co-Trustee of the Cotter 2005 Grandchildren’s Trust and of the Cotter Foundation and, as such, is
deemed to beneficially own such shares. Mr. Cotter, Jr. disclaims beneficial ownership of such shares except to
the extent of his pecuniary interest, if any, in such shares. The Class A Stock shown also includes 1,897,649
shares held by the Cofter Trust, which became irrevocable upon Mr. Cotter, Sr.’s death on September 13,
2014. See footnote (13) below for information regarding beneficial ownership of the shares held by the Cotter
Trust. As Co-Trustees of the Cotter Trust, the three Cotter family members would be deemed to beneficially own
such shares depending upon the outcome of the matters described in footnote (13). The Class A Stock shown
includes 770,186 shares pledged as security for a margin loan. Mr. Cotter, Jr. asserts that options to purchase
50,000 shares granted in connection with his prior employment as CEO remain in effect; we do not believe that
this is accurate and treat such options as forfeited.

(4) The Class A Stock shown includes 11,981 shares subject to stock options as well as 810,284 shares held
directly. The Class A Stock shown also includes 102,751 shares held by the Cotter Foundation, 274,390 shares
held by the Cotter 2005 Grandchildren’s Trust and 29,730 shares from the Cotter Profit Sharing Plan. Margaret
Cotter is Co-Trustee of the Cotter 2005 Grandchildren’s Trust and, as such, is deemed to beneficially own such
shares. Ms. Cotter disclaims beneficial ownership of such shares except to the extent of her pecuniary interest, if
any, in such shares. The Class A Stock shown includes 297,070 shares of Class A Stock that are part of the Cotter
Estate. As Co-Executor of the Cotter Estate, Ms. Cotter would be deemed to beneficially own such shares. The
shares of Class A Stock shown also include 1,897,649 shares held by the Cotter Trust. See footnote (13) for
information regarding beneficial ownership of the shares held by the Cotter Trust. As Co-Trustees of the Cotter
Trust, the three Cotter family members would be deemed to beneficially own such shares depending upon the
outcome of the matters described in footnote (13). Together Margaret Cotter and Ellen M. Cotter beneficially own
1,208,988 shares of Class B Stock.

(5) The Class A Stock shown includes 2,000 shares subject to stock options.

(6) The Class A Stock shown includes 2,000 shares subject to stock options.

(7) The Class A Stock shown includes 42,500 shares subject to stock options.
(8) The Class A Stock shown includes 9,000 shares subject to stock options.

(9) The Class A Stock shown includes of 4,000 shares subject to stock options.
(10) The Class A Stock shown includes of 28,736 shares subject to stock options.
(11) The Class A Stock shown includes of 9,000 shares subject to stock options.
(12) The Class A Stock shown includes of 4,981 shares subject to stock options.

(13) On June 5, 2013, the Declaration of Trust establishing the Cotter Trust was amended and restated (the “2013
Restatement™) to provide that, upon the death of James J. Cotter, Sr., the Trust’s shares of Class B Stock were to be
held in a separate trust, to be known as the “Reading Voting Trust,” for the benefit of the grandchildren of
Mr. Cotter, Sr. Mr. Cotter, Sr. passed away on September 13, 2014. The 2013 Restatement also names Margaret
Cotter the sole trustee of the Reading Voting Trust and names James J. Cotter, Jr. as the first alternate trustee in the
event that Ms. Cotter is unable or unwilling to act as trustee. The trustees of the Cotter Trust, as of the 2013
Restatement, were Ellen M. Cotter and Margaret Cofter. On June 19, 2014, Mr. Cotter, Sr. signed a 2014 Partial
Amendment to Declaration of Trust (the “2014 Amendment™) that names Margaret Cotter and James J. Cotter, Jr.
as the co-trustees of the Reading Voting Trust and provides that, in the event they are unable to agree upon an
important trust decision, they shall rotate the trusteeship between them annually on each January 1st. It further
directs the trustees of the Reading Voting Trust to, among other things, vote the Class B Stock held by the Reading
Voting Trust in favor of the appointment of Ellen M. Cotter, Margaret Coter and James J. Cotter, Jr. to our Board
and to take all actions to rotate the chairmanship of our Board among the three of them. The 2014 Amendment
states that James J. Cotter, Ir., Ellen M. Cotter and Margaret Cotter are Co-Trustees of the Cotter Trust. On
February 6, 2015, Ellen M. Cotter and Margaret Cotter filed a Petition in the Superior Court of the State of
California, County of Los Angeles, captioned In re James J. Cotter Living Trust dated August 1, 2000 (Case No.
BP159755) (the “Trust Litigation™). The Petition, among other things, seeks relief that could determine the
validity of the 2014 Amendment and who between Margaret Cotter and James J. Cotter Jr. will have authority as
trustee or co-trustees of the Reading Voting Trust to vote the shares of Class B Stock shown (in whole or in part)
and the scope and extent of such authority. Mr. Cotter, Jr. filed an opposition to the Petition. On August 29, 2017,
the Superior Court of the State of California for the County of Los Angeles entered a Tentative Statement of I A3562
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Decision (the "Tentative Ruling") in the matter regarding the Trust Litigation in which it tentatively determined,
among other things, that Mr. Cotter, Jr., is not a trustee of the Cotter Trust, and that he has no say in the voting of
such Class B Stock. Under the Tentative Ruling, however, Mr. Cotter, Jr., would still succeed to the position of
sole trustee of the voting sub-trust to be established under the Cotter Trust to hold the Class B Stock owned by the
Cotter Trust (and it is anticipated, the Class B Stock currently held by the Cotter Estate), in the event of the death,
disability or resignation of Margaret Cotter from such positon. Under the goveming California Rules of Court, the
Tentative Statement of Decision does not constitute a judgment and is not binding on the Superior Court. The
Superior Court remains free to modify or change its decision. It is uncertain as to when, if ever, the Tentative
Ruling will become final, or the form in which it will ultimately be issued. Accordingly, the Company continues
to show the stock held by the Cotter Trust as beneficially owned by each of Ellen M. Cofter, Margaret Cotter, and
M. Cotter, Ir.  The 696,080 shares of Class B Stock shown in the table as being beneficially owned by the Cotter
Trust are reflected on the Company’s stock register as being held by the Cotter Trust and not by the Reading
Voting Trust. The information in the table reflects direct ownership of the 696,080 shares of Class B Stock by the
Cotter Trust in accordance with the Company’s stock register.

Based on Mr. Cuban’s Form 5 filed with the SEC on February 19, 2016 and Schedule 13D/A filed on Febyuary 22,
2016.
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(15) Based on the PICO Holdings, Inc. and PICO Deferred Holdings, LLC Schedule 13G filed with the SEC on
January 14, 2009.

(16) The Class A Stock shown includes 28,639 shares subject to options not currently exercisable.

32

JA5564

60 of 108 12/1/17, 11:46 AM



2017 Proxy Statement - FINAL https://www.sec.gov/Archives/edgar/data/ 716634/000071663417000031/...

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our executive officers and Directors, and
persons who own more than 10% of our common stock, to file reports regarding ownership of,
and transactions in, our securities with the SEC and to provide us with copies of those
filings. Based solely on our review of the copies received by us and on the written
representations of certain reporting persons, we believe that the following Form 4°s for
transactions that occurred in 2016 were not filed or filed later than is required under Section
16(a) of the Securities Exchange Act of 1934:

Filer Form Transaction Date  Date of Filing
James J. Cotter Jr. 4 March 10,2016  March 15, 2016
Judy Codding 4 March 10,2016  March 15,2016

In addition to the above, the following Forms 5 for transactions that occurred 2015 or
2016 were filed later than is required under Section 16(a) of the Securities Exchange Act of

1934.

Filer Form Transaction Date  Date of Filing
. . December 31, February 24,

Andrzej J. Matyczynski 5 2016 2017

Insofar as we are aware, all required filings have now been made.

EXECUTIVE OFFICERS

The following table sets forth information regarding our current executive officers,
other than Ellen M. Cotter and Margaret Cotter, whose information is set forth above under
“Directors.”

Name Age  Title

Dev Ghose 64 Executive Vice President, Chief Financial Officer, Treasurer
and Corporate Secretary

Robert F. Smerling 82 President - Domestic Cinemas

Wayne D. Smith 59 Managing Director — Australia and New Zealand

Andrzej I 65 Executive Vice President — Global Operations

Matyczynski

Devasis (“Dev”) Ghose. Dev Ghose was appointed Chief Financial Officer and
Treasurer on May 11, 2015, Executive Vice President on March 10, 2016 and Corporate
Secretary on April 28, 2016. Over the past 25 years, Mr. Ghose served as Executive Vice
President and Chief Financial Officer in a number of senior finance roles with three NYSE-
listed companies: Skilled Healthcare Group (a health services company, now part of Genesis
HealthCare) from 2008 to 2013, Shurgard Storage Centers, Inc. (an interpational company
focused on the acquisition, development and operation of self-storage centers in the US and
Europe; now part of Public Storage) from 2004 to 2006, and HCP, Inc., (which invests primarily
in real estate serving the healthcare industry) from 1986 to' 2003, and as Managing Director-
International for Green Street Advisors (an independent research and trading firm concentrating
on publicly traded real estate corporate securities in the US & Europe) from 2006 to 2007. Prior
thereto, Mr. Ghose worked for PricewaterhouseCoopers in the U.S. and KPMG in the UK from
1975 to 1985. He qualified as a Certified Public Accountant in the U.S. and a Chartered
Accountant in the U.K., and holds an Honors Degree in Physics from the University of Delhi,
India and an Executive M.B.A. from the University of California, Los Angeles. I A5565
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Robert F. Smerling. Robert F. Smerling has served as President of our domestic
cinema operations since 1994, He has been involved in the acquisition and/or development of
all of our existing cinemas. Prior to joining our Company, Mr. Smerling was the President of
Loews Theaters, at that time a wholly owned subsidiary of Sony. While at Loews, Mr. Smerling
oversaw operations at some 600 cinemas employing some 6,000 individuals and the
development of more than 25 new multiplex cinemas. Among Mr. Smerling’s accomplishments
at Loews was the development of the Lincoln Square Cinema Complex with IMAX in New
York City, which continues today to be one of the top five grossing cinemas in the United
States. Prior to Mr. Smerling’s employment at Loews, he was Vice Chairman of USA Cinemas
in Boston, and President of Cinemanational Theatres. Mr. Smerling, a recognized leader in our
industry, has been a director of the National Association of Theater Owners, the principal trade
group representing the cinema exhibition industry.

Wayne D. Smith. Wayne D. Smith joined our Company in April 2004 as our Managing
Director - Australia and New Zealand, after 23 years with Hoyts Cinemas. During his time with
Hoyts, he was a key driver, as Head of Property, in growing that company’s Australian and New
Zealand operations via an AUD$250 million expansion to more than 50 sites and 400
screens. While at Hoyts, his career included heading up the group’s car parking company,
cinema operations, representing Hoyts as a director on various joint venture interests, and
coordinating many asset acquisitions and disposals the company made.

Andrzej J. Matyczynski. On March 10, 2016, Mr. Matyczynski was appointed as our
Executive Vice President—Global Operations. From May 11, 2015 until March 10, 2016, Mr.
Matyczynski acted as the Strategic Corporate Advisor to the Company, and served as our Chief
Financial Officer and Treasurer from November 1999 until May 11, 2015 and as Corporate
Secretary from May 10, 2011 to October 20, 2014. Prior to joining our Company, he spent 20
years in various senior roles throughout the world at Beckman Coulter Inc., a U.S. based multi-
national. Mr. Matyczynski earned a Master’s Degree in Business Administration from the
University of Southern California.

EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

Role and Authority of the Compensation Committee
Background

As a controlled company, we are exempt from the NASDAQ Listing Rules regarding
the determination of executive compensation solely by independent directors. Notwithstanding
such exemption, we have established a standing Compensation Committee consisting of three of
our independent Directors. Our Compensation Committee charter requires our Compensation
Committee members to meet the independence rules and regulations of the Securities Exchange
Commission and the NASDAQ Stock Market.

In early 2016, our Compensation Committee conducted a thorough evaluation of our
compensation policy for executive officers and outside directors to establish a plan that
encompasses best corporate practices consistent with our Company’s best interests. Our
Compensation Committee reviewed, evaluated, and recommended to our Board of Directors the
adoption of new compensation arrangements for our executive and management officers and
outside directors. Our Compensation Commiitee retained the international compensation
consulting firm of Willis Towers Watson as its advisor in this process, and the Committee also
relied on the advice of our legal counsel, Greenberg Traurig, LLP.

Compensation Committee Charter

https://www.sec.gov/Archives/edgar/data/716634/000071663417000031/...
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Compensation Committee:
in consultation with our senior management, to establish our compensation
philosophy and objectives;
to review and approve all compensation, including salary, bonus, incentive
and equity compensation, for our Chief Executive Officer and our executive
officers, provided that our Chief Executive Officer may not be present during
voting or deliberations on his or her compensation;
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to approve all employment agreements, severance arrangements, change in
control provisions and agreements and any special or supplemental benefits
applicable to our Chief Executive Officer and other executive officers;

to approve and adopt, on behalf of our Board, incentive compensation and
equity-based compensation plans, or, in the case of plans requiring
stockholder approval, to review and recommend such plan to the stockholders;
to review and discuss with our management and our counsel and auditors, the
disclosures made in the Compensation Discussion and Analysis and advise
our Board whether, in the view of the Committee, the Compensation
Discussion and Analysis is, in form and substance, satisfactory for inclusion
in our annual report on Form 10-K and proxy statement for the annual
meeting of stockholders;

to prepare an annual compensation committee report for inclusion in our
proxy statement for the annual meeting of stockholders in accordance with the
applicable rules of the SEC;

to periodically review and reassess the adequacy of the Compensation
Committee Charter and recommend any proposed changes to the Board for
approval;

to administer our equity-based compensation plans, including the grant of
stock options and other equity awards under such plans, the exercise of any
discretion accorded to the administrator of all such plans and the interpretation
of the provisions of such plans and the terms of any awards made under the
plans; and

to consider the results of the most recent stockholder advisory vote on
executive compensation required by Section 14A of the Securities Exchange
Act of 1934 when determining compensation policies and making decisions
on executive compensation.

Under the Compensation Committee Charter, "executive officer” is defined to mean the
chief executive officer, president, chief financial officer, chief operating officer, general counsel,
principal accounting officer, any executive vice president of the Company and any Managing
Director of Reading Entertainment Australia Pty Ltd and/or Reading New Zealand, Ltd.;
provided that any compensation determinations pertaining to Ellen M. Cotter and Margaret
Cotter are subject to review and approval by our Board.

The Compensation Committee Charter is available on our website at
hitp://www.readingrdi.com/Committee-Charters.

Executive Compensation

In early 2016, our Compensation Committee, following consultation with Willis
Towers Watson, our Chief Executive Officer, and our legal counsel, reviewed the Company’s
compensation levels, programs and practices. As part of its engagement, Willis Towers Watson
recommended and the Compensation Committee adopted a new peer group that the Committee
believed reflected our geographic operations since the peer group included companies based in
the U.S. and Australia and the companies in the peer group were comparable to us based on
revenue.

The peer group adopted by the Compensation Committee included the following 15

companies:'’
Arcadia Realty Trust Inland Real Estate Corp.
Associated Estates Realty Corp. Kite Realty Group Trust
Carmike Cinemas Inc. Marcus Corporation
Cedar Realty Trust Inc. Pennsylvania Real Estate Investment Trust
Charter Hall Group Ramco-Gershenson Properties Trust
EPR Properties Urstadt Biddle Properties Inc. JA5569

65 of 108 12/1/17, 11:46 AM



2017 Proxy Statement - FINAL https://www.sec.gov/Archives/edgar/data/716634/00007 1663417000031/...

Vicinity Centres Village Roadshow Ltd.
IMAX Corporation

The Compensation Committee used the peer group in reviewing compensation paid to
executive and management officers by position, in light of each person’s duties and
responsibilities. In addition, Willis Towers Watson also compared our top executive and
management positions to (i) executive compensation paid by a peer group and (ii) two surveys,
the 2015 Willis Towers Watson Data Services Top Management Survey Report and the 2015
Mercer MBD Executive Compensation Survey, in each case, identified by office position and
duties performed by the officer.
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Willis Towers Watson prepared a summary for the Compensation Committee that
measured our executive and management compensation against compensation paid by peer
group companies and the companies listed in the two surveys based on the 25th, 50th and 75th
percentile of such peer group and surveyed companies. The 50th

! In early 2017, our Compensation Committee engaged Willis Towers Watson to review again
the peer group. Based on the recommendations of Willis Towers Watson, the Compensation
Committee approved a new peer group for 2017, which included the above companies, except
for the following which were removed: Associated Estates Realty Corp., Carmike Cinemas,
Inland Real Estate Corp, each of which were acquired, and EPR Properties and Vicinity Centres,
which were believed to no longer be size comparable. In their place, the following companies
were added: Global Eagle Entertainment, National CineMedia, Red Lion Hotels Corporation,
Retail Opportunity Investments Corp. and Saul Centers, Inc.
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percentile was the median compensation paid by such peer group and surveyed companies to
executives performing similar responsibilities and duties. The summary included base salaty,
short term incentive (cash bonus) and long term incentive (equity awards) of the peer and
surveyed companies to the base salary, short term incentive and long term incentive provided to
our executives and management.

The summary concluded that, except in a few positions, we were generally competitive
in base salary, however, we were not competitive when short-term incentives and long term
incentives were included in the total compensation paid to our executives and management.

As a result of the foregoing factors, the Compensation Committee implemented
commencing in 2016:

A formal annual incentive program for all executives; and
A regular annual grant program for long-term incentives.

Additionally, our Compensation Committee recommended, and our Board
subsequently adopted, a compensation philosophy for our executive and management team
members to:

Attract and retain talented and dedicated management team members;

Provide overall compensation that is competitive in its industry;

Correlate annual cash incentives to the achievement of its business and
financial objectives; and

Provide management team members with appropriate long-term incentives
aligned with stockholder value.

As part of the compensation philosophy, our compensation focus will be to (1) drive
our strategic plan on growth, (2) align officer and management performance with the interests of
our stockholders, and (3) encourage retention of our officers and management team members.

In furtherance of our compensation policy, our Compensation Committee adopted an
executive and management officer compensation structure for 2016 consisting of:

A base salary comparable with job description and industry standard;

A short-term incentive plan based on a combination of factors including
overall corporate and division performance as well as individual performance
with a target bonus opportunity to be denominated as a percent of base salary
with specific goals weightings and pay-out ranges; and

A long-term incentive or equity awards in line with job description,
performance, and industry standards.

Reflecting the new approach, our Compensation Committee established (i) 2016 annual
base salaries at levels that it believed were generally competitive with executives in our peer
group and in other comparable publicly-held companies as described in the executive pay
summary assessment prepared by Willis Towers Watson, except for the base salary of our Chief
Executive Officer, which remains below the 25" percentile, (ii) short term incentives in the form
of discretionary annual cash bonuses based on the achievement of identified goals and
benchmarks, and (iii) long-term incentives in the form of employee stock options and restricted
stock units will be used as a retention tool and as a means to further align an executive’s long-
term interests with those of our stockholders, with the ultimate objective of affording our
executives an appropriate incentive to help drive increases in stockholder value.

In the future, it is anticipated that our Compensation Committee will continue to
evaluate both executive performance and compensation to maintain our ability to attract and
retain highly-qualified executives in key positions and to assure that compensation provided to
. . L. . . . . JA5572
executives remains competitive when compared to the compensation paid to similarly situated
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comparable to our company.
Role of Chief Executive Officer in Compensation Decisions
At our Compensation Committee’s direction, our Chief Executive Officer prepared an
executive compensation review for 2016 for each executive officer (other than the Chief

Executive Officer), as well as the full executive team, which included recommendations for:
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2016 Base Salary;

A proposed year-end short-term incentive in the form of a target cash bonus
based on the achievement of certain objectives; and

A long-term incentive in the form of stock options and restricted stock units
for the year under review.

Our Compensation Committee performs an annual review of executive compensation,
generally in the first quarter of the year following the year in review, with a presentation by our
Chief Executive Officer regarding each element of the executive compensation
arrangements. As part of the compensation review, our Chief Executive Officer may also
recommend other changes to an executive’s compensation arrangements such as to elect a
change in the executive’s responsibilities. Our Compensation Committee will evaluate the Chief
Executive Officer’s recommendations and, in its discretion, may accept or reject the
recommendations, subject to the terms of any written employment agreements.

In the first quarter of 2017, our Compensation Committee met separately and with our
Chief Executive Officer to review the performance goals of our various officers and to
determine the extent to which the officer achieved such goals. Our Compensation Committee,
in determining final incentive compensation for services rendered in 2016, also considered,
among other things, the recommendations of our Chief Executive Officer, the overall operating
results of our Company and the challenges met in achieving those operating results. The
Committee noted the following with respect to 2016:

We made significant strides in our investor relations program and our stock
price hit record highs.

Our total revenues in 2016 were the highest on record.

Record operational/ performance was achieved across important metrics in
each cinema division.

A new theater was opened in Hawaii, our Company commenced the CAPEX
program in the U.S. and completed the renovations of three Australia and
New Zealand theaters.

Gradual steps were taken in Australia and New Zealand to further expand the
cinema portfolio while reviewing several o pportunities in the U.S.

Significant steps were taken through the year to progress our most important
value creation projects: Union Square in the U.S., Newmarket Village in
Australia and Courtenay Central in New Zealand.

We acquired and substantially completed the renovation of our new corporate
headquarters in Culver City, California.

We completed three separate financing facilities and renegotiated two others.
We took several important steps in significantly improving corporate
governance.

We overhauled our executive compensation structure and philosophy to better
align compensation with the interest of stockholders.

Chief Executive Officer Compensation

On June 12, 2015, our Board appointed Ellen M. Cotter as our interim President and
Chief Executive Officer. Initiaily, her base salary remained the same and she continued to
receive the same base salary of $402,000 that she received at the time of her appointment. In
March of 2016, the Compensation Committee, with the assistance of Willis Towers Watson and
Ms. Cotter, adopted new procedures regarding officer compensation.

For 2016, our Compensation Committee met in executive sessions without our Chief
Executive Officer to consider the Chief Executive Officer’s compensation, including base
salary, cash bonus and equity award, if any. Prior to such executive sessions, our Compensation
Committee interviewed our Chief Executive Officer to obtain a better understanding of factors
contributing to the Chief Executive Officer's compensation. With the exception of these JA5574
executive sessions of our Compensation Committee, as a rule, our Chief Executive Officer
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participated in all deliberations of the Compensation Committee relating to executive
compensation. However, our Compensation Committee also asked our Chief Executive Officer
to be excused for certain deliberations with respect to the compensation recommended for
Margaret Cotter, the sister of our Chief Executive Officer.

The Base Salary set for our Chief Executive Officer for 2016, or $450,000, remains
substantially below the market base salary median for our peer companies. By comparison, the
Willis Towers Watson report showed that the 25, 50" and 75® percentiles in the market peer
group of Chief Executive Officer base salaries were $505,000, $565,000 and $695,000,
respectively. Because Ms. Cotter’s potential short term incentive payment was based on a

38

https://www.sec.gov/Archives/edgar/data/716634/000071663417000031/...

JA5575

12/1/17, 11:46 AM



2017 Proxy Statement - FINAL https://www.sec‘gov/Archives/edgar/data/716634/00007166341700003 /...

percentage (95%) of her base salary, which was below the 25% percentile of market peers, Ms.
Cotter’s potential short term incentive payment was also set to be in a lower range than market
peers.

In the first quarter of 2017, our Compensation Committee met separately and with our
Chief Executive Officer to review the performance goals of our various officers and to
determine the extent to which the officer achieved such goals. Our Compensation Committee,
in determining final incentive compensation for services rendered in 2016, also considered,
among other things, the recommendations of our Chief Executive Officer, the overall operating
results of our Company and the challenges met in achieving those operating results.

2016 Base Salaries

Our Compensation Committee reviewed the executive pay summary prepared by Willis
Towers Watson and other factors and engaged in extensive deliberation and then recommended
the following 2016 base salaries for the following officers. For 2016 base salaries, our Board
approved the recommendations of our Compensation Committee for 2016 base salaries for the
President and Chief Executive Officer, Chief Financial Officer and our three most highly paid
executive officers other than our Chief Executive Officer and the Chief Financial Officer,
collectively referred as our “named executive officers.”

Name Title 2016 Base
Salary

Ellen Cotter @ President and Chief Executive Officer $ 450,000

Dev Ghose EVP, Chief Financial Officer, Treasurer and 400,000
Corporate Secretary

Andrzej J. Matyczynski EVP-Global Operations 336,000

@

Robert F. Smerling President, US Cinemas 375,000

Margaret Cotter @ EVP-Real Estate Management and Development- 350,000 ©
NYC

(1) Ellen M. Cotter was appointed President and Chief Executive Officer on January 8, 2016. From June 12, 2015
until January 8, 2016, Ms. Cotter was the Interim President and Chief Executive Officer.

(2) Andrzej J. Matyczynski was the Company’s Chief Financial Officer and Treasurer until May 11, 2015 and
thereafter he acted as Strategic Corporate Advisor to the Company. He was appointed EVP-Global Operations on
March 10, 2016.

(3) Margaret Cotter was retained by the Company as a full time employee commencing March 10, 2016. Prior to that
time, she provided services as an employee of OBL A discussion of that arrangement and the amounts paid to
OBI are set forth under the caption Related Party Transactions, below. The $350,000 amount specified in the table
was an annual compensation, of which $285,343 was paid with respect to services performed in 2016.

2016 Short Term Incentives

The Short Term Incentives authorized by our Compensation Committee provide our
executive officers and other management team members, who are selected to participate, with
an opportunity to earn an annual cash bonus based upon the achievement of certain company
financial goals, division goals and individual goals, established by our Chief Executive Officer
and approved by our Compensation Committee. Because of the family relationship, the
compensation payable to our Chief Executive Officer, Ellen Cotter, and Margaret Cotter must
also be approved by our Board. Participants in the short-term incentive plan are advised of his or
her annual potential target bonus expressed as a percentage of the participant’s base salary and
by dollar amount. The participant will be eligible for a short-term incentive bonus once the
participant achieves goals identified at the beginning of the year for a threshold target, the
potential target or potential maximum target bonus opportunity.

For 2016, the performance goals for our named executive officers included (i) a target
for company-wide “Compensation Adjusted EBITDA” (a non-GAAP measure defined JA5576
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below) of $39,000,000; and (ii) Company-wide Property Development metrics. In addition,
each of our named executive officers was given Compensation Committee approved
individually tailored goals based on their respective areas of responsibility.
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Management and the Compensation Committee use “Earnings before Interest, Taxes,
Depreciation and Amortization, or “EBITDA,” a non-GAAP financial measure, for a number of
purposes in assessing the performance of the Company. See our Annual Report on Form 10-K
for the fiscal year ended December 31, 2016, Item 6 — Selected Financial Data, a copy of which
accompanies this Proxy Statement for a discussion and reconciliation of
EBITDA. “Compensation Adjusted EBITDA” is one of the two principal Company-wide
petformance metrics used by the Compensation Committee and for assessing the performance
of executives of the Company. Compensation Adjusted EBITDA is not otherwise used by
management and is calculated in a manner intended to adjust out of EBITDA those elements not
generally within the control of our executives, taking into account the precision of the annual
operating and capital expenditure budgets and the circumstances during the year. The
Compensation Adjusted EBITDA approved by our Compensation Committee for determining
short-term incentives includes the following adjustments to EBITDA, with the amount of
adjustments in 2016 as indicated:

$in

thousands)
Net Income (Comparable GAAP financial measure) 9,403
EBITDA (Non-GAAP measure, see Item 6 — Selected Financial Data for reconciliation $ 35,894
to net income)
Compensation Committee adjustments to EBITDA:
(i) Adjustment for litigation expenses - 3,651
(i) Elimination of gains and losses from disposition of assets (393)
(iii) Elimination of unusual or non-recurring events not included in the Company’s 1,421
budget for the performance period, such as the sale of a cinema(s) or the cessation of a
cinema operation as a result of a natural disaster
(iv) Elimination of unbudgeted impairment charges or gains -
(v) Elimination of non-cash deferred compensation 799
(vi) Elimination of exchange rate adjustments 359
(vii) Box office/attendance industry adjustments to account for industry -
Compensation Adjusted EBITDA $ 41,731

Ms. Ellen M. Cotter is our President and Chief Executive Officer. Her target bonus
opportunity of 95% of Base Salary was dependent on Ms. Cotter’s achievement of her
performance goals and achievement of corporate goals discussed above. Of that potential target
bonus opportunity, her threshold bonus was achievable based upon meeting or exceeding the
above referenced Company-wide goals (50%) and upon Ms. Cotter’s meeting or achieving
certain individual goals (50%). Her individual goals included development of certain
strategies and vision for our Company, working on development of 2017’s corporate budget,
developing a stronger human resources function, working with our finance and tax groups to
establish stronger procedures and controls and strategically evaluating certain of our real estate
assets for value creation. Based on our Compensation Committee’s review, Ms. Cotter was
awarded a bonus of $363,375. Ms. Cotter’s bonus was also approved by our Board.

Dev Ghose is our EVP, Chief Financial Officer, Treasurer and Corporate
Secretary. His potential target bonus opportunity of 50% of Base Salary was achievable based
upon meeting or exceeding the above referenced Company-wide goals (50%) and on Mr.
Ghose’s meeting or achieving certain individual goals (50%) related to his areas of
responsibility, including internal audit, global financing costs, project financing, investor
relations and return of stockholder capital. Based on our Compensation Committee’s review,
Mr. Ghose was awarded a bonus of $170,000. Mr. Andrzej J. Matyczynski is our EVP - Global
Operations. His target bonus opportunity of 50% of Base Salary was achievable based upon
meeting or exceeding the above referenced Company-wide goals (40%), meeting or exceeding
division performance goals (30%), and on Mr. Matyczynski’s meeting or exceeding certain
individual goals (30%) related to his areas of responsibility, including certain corporate growth
and cinema division goals. Based on our Compensation Committee’s review, Mr. Matyczynski
was awarded a bonus of $50,000. Mr. Robert Smerling is President, US Cinemas. His target
bonus opportunity of 30% of Base Salary was achievable based upon meeting or exceeding the JAS578
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above referenced Company-wide goals (40%), achievement of division performance goals
(30%), and on Mr. Smerling’s meeting or exceeding certain individual goals (30%) related to his
areas of responsibility, including certain US cinemas/film buying, US circuit growth and US real
estate/US circuit growth. Based on our Compensation Committee’s review, Mr. Smerling was
awarded a bonus of $72,068. Ms. Margaret Cotter is our EVP — Real Estate Management and
Development-NYC. Her target bonus opportunity of 30% of Base Salary was achievable based
upon meeting or exceeding the above referenced Company-wide goals (40%), meeting or
exceeding division performance goals (30%), and on Ms. Cotter’s meeting or exceeding certain
individual goals (30%) related to her areas of responsibility, including certain New York City
real estate and live theater matters. Based on our Compensation Committee’s review, Ms.
Cotter was awarded a bonus of $95,000. Ms.
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Cotter’s bonus was also approved by our Board.

The positions of other management team members had target bonus opportunities
ranging from 20% to 30% of Base Salary based on achievement certain goals. The highest level
of achievement, participants were eligible to receive up to a maximum of 150% of his or her
target bonus amount. While Company-wide goals were objectively measurable, many of the
individual goals had both objective and subjective elements, so the Compensation Committee
used discretion in making its final decisions.

Long-Term Incentives

Long-Term incentives utilize the equity-based plan under our 2010 Stock Incentive
Plan, as amended (the “2010 Plan”). For 2016, executive and management team participants
received awards in the following forms: 50% time-based restricted stock units and 50% non-
statutory stock options. The grants of restricted stock units and options will vest ratably over a
four (4) year period with 1/4th vesting on each anniversary date of the grant date.

The following grants were made for 2016 on March 10, 2016:

2016
Dollar Amount Dollar Amount of
of Restricted Non-Statutory

Name Title Stock Units  Stock Options (1)
Elien M. Cotter President and Chief Executive Officer $ 150,000 $ 150,000
Devasis Ghose @ EVP, Chief Financial Officer, Treasurer 0 0

and Corporate Secretary
Robert F. Smerling President, US Cinemas 50,000 50,000
Andrzej J. EVP-Global Operations 37,500 37,500
Matyczynski
Margaret Cotter EVP-Real Estate Management and 50,000 50,000

Development-NYC

(1) The number of shares of stock to be issued will be calculated using the Black Scholes pricing model as of the date
of grant of the award.

(2) Mr. Dev Ghose was awarded 100,000 non-statutory stock options vesting over a 4-year period commencing on Mr.
Ghose’s first day of employment on May 11, 2015.

All long-term incentive awards are subject to other terms and conditions set forth in the
2010 Stock Incentive Plan and award grant. In addition, individual grants include certain
accelerated vesting provisions. In the case of employees, the accelerated vesting will be
triggered upon (i) the award recipient’s death or disability, (ii) certain corporate transactions in
which the awards are not replaced with substantially equivalent awards, or (iii) upon termination
without cause or resignation for “good reason” within twenty-four months of a change of
control, or a corporate transaction where equivalent awards have been substituted. In the case
of awards to non-executive directors, the accelerated vesting will be triggered upon a change of
control or certain corporate transactions in which awards are not replaced with substantially
equivalent awards.

Our Compensation Committee has generally discussed, but has not yet seriously evaluated,
future consideration of adding a performance condition to the long-term incentive awards.

Other Elements of Compensation

Retirement Plans
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portion of their compensation, within limits prescribed by the Internal Revenue Code, on a pre-
tax basis through contributions to the plan. Our named executive officers are eligible to
participate in the 401(k) plan on the same terms as other full-time employees generally.
Currently, we match contributions made by participants in the 401(k) plan up to a specified
percentage, and these matching contributions are fully vested as of the date on which the
contribution is made. We believe that providing a vehicle for tax-deferred retirement savings
though our 401(k) plan, and making fully vested matching contributions, adds to the overall
desirability of our executive compensation package and further incentivizes our employees,
including our named executive officers, in accordance with our compensation policies.
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Other Retirement Plans

During 2012, Mr. Matyczynski was granted an unfunded, nonqualified deferred
compensation plan (“DCP”) that was partially vested and was to vest further so long as he
remained in our continnous employ. The DCP allowed Mr. Matyczynski to defer part of the
cash portion of his compensation, subject to annual limits set forth in the DCP. The funds held
pursuant to the DCP are not segregated and do not accrue interest or other earnings. If Mr.
Matyczynski were to be terminated for cause, then the total vested amount would be reduced to
zero. The incremental amount vested each year was made subject to review and approval by our
Board. Please see the “Nonqualified Deferred Compensation” table for additional
information. In addition, Mr. Matyczynski is entitled to a lump-sum severance payment of
$50,000, provided there has been no termination for cause and subject to certain offsets, upon
his retirement.

Upon the termination of Mr. Matyczynski’s employment, he will also be entitled under
the DCP agreement to payment of the vested benefits under his DCP in annual installments
following the later of (a) 30 days following Mr. Matyczynski’s 65th birthday or (b) six months
after his separation from service for reasons other than his death or termination for cause. The
DCP was to vest over seven years and with full vesting to occur in 2019 at $1,000,000 in
deferred compensation. However, in connection with his changed employment to EVP - Global
Operations, the Company and Mr. Matyczynski agreed that the Company would cease making
contributions to the DCP on April 15, 2016 and that the final contributions by the Company to
the DCP would be $150,000 for 2015, and $21,875 for 2016, satisfying the Company’s total
contribution obligations under the DCP at an amount of $621,875.

The DCP is an unfunded contractual obligation of the Company. DCP benefits are paid
from the general assets of the Company. However, the Company reserves the right to establish a
grantor trust from which DCP benefits may be paid.

In March 2016, the Compensation Committee approved a one-time retirement benefit
for Robert Smerling, President, Cinema Operations, due to his significant long term service to
the Company. The retirement benefit is a single year benefit in an amount equal to the average
of the two highest total cash compensation (base salary plus cash bonus) years paid to Mr.
Smerling in the then most recently completed five-year period.

We currently maintain no other retirement plan for our named executive officers.
Key Person Insurance

We maintain life insurance on certain individuals who we believe to be key to our
management, including certain named executive officers. If such individual ceases to be our
employee or independent contractor, as the case may be, she or he is permitted, by assuming
responsibility for all future premium payments, to replace our Company as the beneficiary under
such policy. These policies allow each such individual to purchase up to an equal amount of
insurance for such individual’s own benefit. In the case of our employees, the premium for both
the insurance as to which we are the beneficiary and the insurance as to which our employee is
the beneficiary, is paid by us. In the case of named executive officers, the premium paid by us
for the benefit of such individual is reflected in the Compensation Table in the column captioned
“All Other Compensation.”

Employee Benefits and Perquisites

Our named executive officers are eligible to participate in our health and welfare plans to the
same extent as all full-time employees generally. We do not generally provide our named
executive officers with perquisites or other personal benefits. Historically, certain of our other
named executive officers also received an automobile allowance. The table below shows car
allowances granted to our named executive officers under their employment agreements or JAS582
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arrangements. Beginning in 2017, our Compensation Committee recommended and
management has agreed to eliminate car allowances. From time to time, we may provide other

perquisites to one or more of our other named executive officers.

Officer Annual Allowance
‘ ®

Ellen M. Cotter 13,800

Devasis Ghose 12,000

Robert F. Smerling 18,000

Andrzej J. Matyczynski 12,000
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Tax and Accounting Considerations
Deductibility of Executive Compensation

Subject to an exception for “performance-based compensation,” Section 162(m) of the
Internal Revenue Code generally prohibits publicly held corporations from deducting for federal
income tax purposes annual compensation paid to any senior executive officer to the extent that
such annual compensation exceeds $1.0 million. Our Compensation Committee and our Board
consider the limits on deductibility under Section 162(m) in establishing executive
compensation, but retain the discretion to authorize the payment of compensation that exceeds
the limit on deductibility under this Section.

Nongualified Deferred Compensation

We believe we are operating, where applicable, in compliance with the tax rules
applicable to nonqualified deferred compensation arrangements.

Compensation Committee Interlocks and Insider Participation

Our Compensation Committee is currently composed of Mr. Kane, who serves as
Chair, Mr. McEachern and Dr. Codding. Mr. Adams served on our Compensation Committee
until May 2016. None of the members of the Compensation Committee was an officer or
employee of the Company at any time during 2015. None of our executive officers serves as a
member of the board of directors or compensation committee of any entity that has or had one
or more executive officers serving as a member of our Board of Directors or Compensation
Committee.

REPORT OF THE COMPENSATION COMMITTEE

The Compensation Committee has reviewed and discussed with management the
“Compensation Discussion and Analysis” required by Item 401(b) of Regulation S-K and, based
on such review and discussions, has recommended to our Board that the foregoing
“Compensation Discussion and Analysis” be included in this Proxy Statement.

Respectfully submitted,

Edward L. Kane, Chair
Judy Codding
Douglas McEachern

Executive Compensation

This section discusses the material components of the compensation program for our
executive officers named in the Summary Compensation Table below. In 2016, our named
executive officers and their positions were as follows:

Ellen M. Cotter, Chairperson of the Board, President and Chief Executive

Officer, intetim President and Chief Executive Officer, Chief Operating

Officer — Domestic Cinemas and Chief Executive Officer of Consolidated
Entertainment, LLC )

Dev Ghose, EVP, Chief Financial Officer and Treasurer

Andrzej J. Matyczynski, EVP-Global Operations

Margaret Cotter, EVP, Real Estate Management and Development-NYC; and ] AB584
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Robert F. Smerling, President — Domestic Cinema Operations.
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The following table shows the compensation paid or accrued during the last three fiscal
years ended December 31, 2016 to (i) Ellen M. Cotter, who served as our interim principal
executive officer from June 12, 2015 through January 8, 2016 and who since that date has
served as our principal executive officer, (ii) Mr. Dev Ghose, who served as our Chief Financial
Officer starting May 11, 2015, and (iii) the other three most highly compensated persons who
served as executive officers in 2016.

The following executives are herein referred to as our “named executive officers™:

Change in
Pension Value
and
Restricted Non-Equity Nonqualified
Stock Option Incentive Plan  Deferved Other
Salary Bonus  Awards  Awards Comp tion Comp tion Comp Total
Year _ ($) ®) (IO (L1¢)] Earning ($) ®) ®)

Ellen M. Cotter @ 2016 450,000 - 150,000 150,000 363,375 - 25,550 @ 1,138,925

President and 2015 402,000 250,000 - - - 25465 & 677465

Chief Excoutive 5014 335,000 - - - - 75190 we 410,190

Officer
Devasis Ghose ® 2016 400,000 - - - 170,000 - 27,140 @ 597,140

EVP, Chief Financial 2015 257,692 75,000 ~ 382,334 - 15,730 @ 730,756

Officer, Treasurer 2014 - - - - - - -

and

Corporate Secretary
Robert F. Smerling 2016 375,000 - 50,000 50,000 72,068 - 23434 » 570,502

President — Domestic 2015 350,000 75,000 - - - 22,899 @ 447,899

Cinema Operations 2014 350,000 65,000 - - - 22421 w 437421
Andrze; J. . 2016 336,000 -~ 37,500 37,500 50,000 21,875 ® 27,805 @« 510,680
Matyczynski @

EVP-Qlobﬂ 2015 324,000 - - 33,010 150,000 ® 27,140 & 534,150

Operations

2014 308,640 - — 33,010 150,000 ® 26,380 @ 518,030

Margaret Cotter® 2016 285,343 - 50,000 50,000 95,000 11,665 @ 492,008

EVP-Real Estate 2015 10,990 - - - - - - 10,990

Management and 2014 4,375 - - - - - - 4,375

Development-NYC

(1) Stock awards granted as a component of the 2016, 2015 and 2014 annual incentive awards are reported in this
column as 2016, 2015 and 2014 compensation, respectively, to reflect the applicable service period for such
awards, however, these stock grants were approved by the Compensation Committee during the first quarter of the
following calendar year. Amounts represent the aggregate grant date fair value of awards computed in accordance
with ASC Topic 718, excluding the effects of any estimated forfeitures. The assumptions used in the valuation of
these awards are discussed in Note 3 to our consolidated financial statements.

(2) For the year ended December 31, 2016, the Compensation Committee approved the payment of a short-term
incentives cash bonus. For a discussion regarding the 2016 short term incentive, see “Compensation Discussion
and Analysis — 2016 Short Term Incentives.”

(3) Ms. Ellen M. Cotter was appointed our interim President and Chief Executive Officer on June 12, 2015.

(4) Includes our matching employer contributions under our 401(k) plan, the imputed tax of key person insurance, and
any automobile allowances. Aside from the car allowances only the employer contributions for the 401(k) plan
exceeded $10,000, see table below. See the table in the section entifled Employee Benefits and Perquisites for the

amount of each individual’s car allowance.

Name 2016 2015 2014

Ellen M. Cotter $ 10,600 $ 10,600 $ 10,400
Devasis Ghose 10,600 4,000 0
Andrzej J. Matyczynski 10,600 10,600 10,400
Margaret Cotter 10,600 0 0
Robert F. Smerling 0 0 0

(5) Includes a $50,000 tax gross-up for taxes incurred as a result of the exercise of nonqualified stock options that
were intended to be issued as incentive stock options.

{6) Mr. Ghose became Chief Financial Officer and Treasurer on May 11, 2015, as such; he was paid a prorated amount ] A5586
of his $400,000 salary for 2015.

oM ~f 1N0
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(7) Mr. Matyczynski resigned as our Chief Financial Officer and Treasurer on May 11, 2015, and acted as our
Strategic Corporate Advisor until March 10, 2016, then took on the role of EVP-Global Operations.

(8) Represents the increase in the vested benefit of the DCP for Mr. Matyczynski. Payment of the vested benefit
under his DCP will be made in accordance with the terms of the DCP.

(9) Margaret Cotter was retained by the Company as a full time employee commencing March 10, 2016. As such, she
was paid a prorated amount of her $350,000 base salary for 2016. Prior to that time, she provided services as an
employee of OBL A discussion of that arrangement and the amounts paid to OBI are set forth under the caption
Certain Relationships and Related Party Transactions, below.
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Grants of Plan-Based Awards

The following table contains information concerning (i) potential payments under the
Company’s compensatory arrangements when performance criteria under such arrangements
were established by the Compensation Committee in the first quarter of 2016 (actual payouts are
reflected in the “Non-Equity Incentive Plan Compensation” column of the Summary
Compensation table) and (ii) stock awards and options granted to our named executive officers
for the year ended December 31, 2016:

All
Other Grant
Stock  All Other Date
Awards:  Option Fair

Number Awards: Exercise Value of
Estimated Future Payouts Estimated Future Payouts of Numberof orBase Stock
Under Non-Equity Incentive Under Equity Incentive Plan Shares Securities Price of  and
Plan Awards Awards of Underlying Option Option
Stock
or
Grant Threshold Target Maximum Threshold Target Maximum Units Options ~ Award Awards
Name Award Type  Date $) 3 $) B @ #) #)(Q2) (§/share) ($)3)
Ellen M. Short-term 213,750 427,500 641,250 - - ~ 11.95 300,000
Cotter Incentive(1)
Stock 3/10/2016 59,763
Options
RSU 3/10/2016 12,552
100,000 200,000 300,000 - - - - - - -

Devasis Short-term

Ghose Incentive(1)
Stock
Options
RSU

Rabert F.
Smerling

Andrzej 1.

Short-term
Incentive(1)

Stock 3/10/2016
Options

RSU 3/10/2016

Short-term

56,250 112,500

84,000 168,000

168,750 - - -

252,000

11.95 100,000
19,921

4,184
11.95 75,000

Matyczynski Incentive(1)
Stock 3/10/2016 14,941
Options
RSU 3/10/2016 3,138

Margaret  Short-term 52,500 105,000 157,500 - - - 11.95 100,000
Cotter Incentive(1)

Stock 3/10/2016 19,921

Options

RSU 3/10/2016 4,184

(1) Represents the short-term (or annual) incentive for fiscal year 2016. The award amount is based upon the
achievement of certain company financial goals measured by our EBITDA and development metrics, division
goals and individual goals, as approved by the Compensation Committee. For a discussion regarding the 2016
short term incentive, see “Compensation Discussion and Analysis — 2016 Short Term Incentives.”

(2) Represents stock options granted under our Stock Incentive Plan. The stock options granted to the Named
Executive Officers in 2016 have a 5-year term and vests to 25% of the shares of our common stock underlying the
option great per year on the first day of each successive 12~ month period commencing one year from the date of
the grant. Options are granted with an exercise price equal to the closing price per share on the date of grant.

(3) Represents the aggregate ASC 718 value of awards made in 2016.

Nongqualified Deferred Compensation

Aggregate
Executive Registrant ~ Aggregate Aggregate  Number of  balance at
contributions contributions  ¢arnings  withdrawals/ yearsof  December 31,
in 2016 in 2016 in 2016 distributions credited 2016
Name (&) (&) $) (&) service $)
Andrze] J. Matyczynskd 0 21,875 0 0 7 621875

(1) Mr. Matyczynski is the only executive who has a Nonqualified Deferred Compensation.

JA5588
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2010 Equity Incentive Plan

On May 13, 2010, our stockholders approved the 2010 Stock Incentive Plan at the
annual meeting of stockholders in accordance with the recommendation of our Board. The Plan
provides for awards of stock options, restricted stock, bonus stock, and stock appreciation rights
to eligible employees, Directors, and consultants. On March 10, 2016 our Board approved a
First Amendment to the Plan to permit the award of restricted stock units. On March 2, 2017
and on April 26, 2017, our Board approved a further amendment to the Plan (the Second
Amendment to the Plan) to allow net exercises of stock options to be made at the Participant’s
election; to incorporate the substance of the resolutions of the Compensation Committee on May
16, 2013 authorizing certain cashless transactions automatic exercise of expiring in the money
options; and to broaden the permissible tax withholding by surrender of shares and to change the
definition of Fair Market Value for purposes of the calculation of share value for purposes of net
exercises and cashless exercises from the closing price to the average of the price of the highest
sale price and the lowest sale price on the applicable measured day. The Plan permits issuance
of a maximum of 1,250,000 shares of Class A Stock of which, 645,143 has been used to
date. The Plan expires automatically on March 11, 2020.

Equity awards under our Plan are intended by us as a means to attract and retain
qualified management, directors and consultants, to bind the interests of eligible recipients more
closely to our own interests by offering them opportunities to acquire our common stock and/or
cash and to afford eligible recipients stock-based compensation opportunities that are
competitive with those afforded by similar businesses. Equity awards may include stock
options, restricted stock, restricted stock units, bonus stock, or stock appreciation rights.

If awarded, it is generally our policy to value stock options and restricted stock at the
closing price of our common stock as reported on the NASDAQ Stock Market on the date the
award is approved or on the date of hire, if the stock is granted as a recruitment
incentive. When stock is granted as bonus compensation for a particular transaction, the award
may be based on the market price on a date calculated from the closing date of the relevant
transaction. Awards may also be subject to vesting and limitations on voting or other rights.

Policy on Stock Ownership

At its meeting held March 23, 2017, our Board determined that, as a matter of policy,
directors should hold shares of the Company’s common stock having a fair market value equal
to not less than three times (3X) their annual cash retainer, that the chief executive officer
should hold shares of the Company’s common stock having a fair market value equal to not less
than six times (6X) her base salary, and that all other executive officers (as defined in the
Compensation Committee Charter) should hold shares of the Company’s common stock having
a fair market value equal to not less than one times (1X) their respective base salaries. In each
case, fair market value would be determined by reference to the trading price of such securities
on the NASDAQ, as measured at the end of each calendar year. The Board further determined
that for purposes of determining requisite stock ownership, there should be included all shares
owned of record or beneficially, all vested and unvested stock options and all vested and
unvested restricted stock units held by such individual and that the individuals covered by the
policy should have a period of five years in which to achieve such levels of ownership.
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Outstanding Equity Awards

The following table sets forth outstanding equity awards held by our named executive

officers as of December 31, 2016 under the Plan:

Outstanding Equity Awards at Year Ended December 31, 2016

Option Awards Restricted Stock Awards
Equity
Incentive
Equity Plan
Equity Incentive Awards:
Incentive Number Plan Market
Plan of Awards: or
Awards: Shares No.of  Payout
No. of or Market Unearned Value of
Number of Number of Common Units of Value of Common Unearned
Shares Shares Shares Stock Shares Shares  Shares
Underlying Underlying Underlying Option that or Units That That
Unexercised Unexercised Unexercised Exercise Option Have  that Have Have Have
Options Options Unearned Price Expiration Not  Not Vested Not Not
Name Class Exercisable Unexercisable Options ($) Date Vested (1) Vested  Vested
Ellen M. A 20,000 - - 555 3/612018 - - - -
Cotter A 14,941 44,822 - 1195 3/972021 - - - -
A - - - - - 9414 » § 156272 - -
Devasis A 17,500 75,000 1342 51102020 - - - -
Ghose @
Andrzej J. ‘A 25,000 - - 6.02 8/22/2022 - - - -
Matyczynski A 3,735 11,206 , — 1195 3/9/2021 - - - -
A - - - - - 2354 © § 39,076 - -
Robert F. A 43,750 - - 10.24  5/8/2017 ~ - - -
Smerling A 4,980 14,941 - 1195 3/9/2021 - - - -
A - - - - - 3,138 @ § 52,091 - -
Margaret A 5,000 - - 611 6/20/2018 - - - -
Cotter A 2,000 - - 12.34 1/14/2020 - — - -
A 4,980 14,941 — 1195 3/9/2021 - - - -
A - - - - - 3,138 a0 § 52,091 - -
(1) Reflects the amount calculated by multiplying the number of unvested restricted shares by the closing price of our
Common Stock as of December 31, 2016 or $16.60.
(2) 14,941 options will vest on each of March 10, 2018 and March 10, 2019 and 14,940 will vest on March 10, 2020.
(3) 3,138 units will vest on each of March 10, 2018, March 10, 2019 and March 10, 2020.

@
&)

©)
@)

®
®

(10)

25,000 options will vest on each of May 10, 2017, May 10, 2018 and May 10, 2019.

3,735 options will vest on each of March 10, 2018 and March 10, 2019; and 3,736 options will vest on March 10,
2020.

785 units will vest on March 10, 2018, and 784 units will vest on each of March 10, 2019 and March 10, 2020.

4,980 options will vest on each of March 10, 2018 and March 10, 2019, and 4,981 options will vest on March 10,
2020.

1,046 units will vest on each of March 10, 2018, March 10, 2019 and March 10, 2020.

4,980 options will vest on each of March 10, 2018 and March 10, 2019, and 4,981 options will vest on March 10,
2020.

1,046 units will vest on each of March 10, 2018, March 10, 2019 and March 10, 2020.
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Option Exercises and Stock Vested

The following table contains information for our named executive officers concerning
the option awards that were exercised and stock awards that vested during the year ended
December 31, 2016:

Option Awards Stock Awards
Number of Shares
Acquired on Value Realized Number of Shares  Value Realized
Name Class Exercise on Exercise (§) Acquired on Vesting on Vesting (§)
Ellen M. Cotter - - - - -
Devasis Ghose A 7,500 102,900 - -

Andrzej J. Matyczynski - - - - -
Robert F. Smerling - - - - -
Margaret Cotter - - - - —

Equity Compensation Plan Information

The following table sets forth, as of December 31, 2016, a summary of certain
information related to our equity incentive plans under which our equity securitics are
authorized for issuance: ‘

Number of securities

Number of securities to ~ Weighted average remaining available for
be issued upon exercise exercise price of future issuance under
Equity compensation plans of outstanding options, outstanding options, equity compensation
approved by security holders ® warrants and rights warrants and rights plans
Stock Options 535077 o § 9.84
Restricted Stock Units 68,153 o 11.96
Total 603,230 604,857

(1) These plans are the Company’s 1999 Stock Option Plan and 2010 Stock Incentive Plan.
(2) Represents outstanding stock awards only.

Potential Payments upon Termination of Employment or Change in Control

The following paragraphs provide information regarding potential payments to each of
our named executive officers in connection with certain termination events, including a
termination related to a change of control of the Company, as of December 31, 2016:

Mr. Dev Ghose — Termination without Cause. Under his employment agreement, we
may terminate Mr. Ghose’s employment with or without cause (as defined) at any time. If we
terminate his employment without cause or fail to renew his employment agreement upon
expiration without cause, Mr. Ghose will be entitled to receive severance in an amount equal to
the salary and benefits he was receiving for a period of 12 months following such termination or
non-renewal. If the termination is in connection with a “change of control” (as defined), Mr.
Ghose would be entitled to severance in an amount equal to the compensation he would have
received for a period two years from such termination.

Mr. Andrzej J. Matyczynski — Deferred Compensation Benefits. During 2012, Mr.
Matyczynski was granted an unfunded, nonqualified DCP that was partially vested and was to

vest further so long as he remained in our continuous employ. If Mr. Matyczynski were to be
terminated for cause, then the total vested amount would be reduced to zero. The incremental
amount vested each year was made subject to review and approval by our Board. Please sec the
“Nongqualified Deferred Compensation” table for additional information.
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Upon the termination of Mx. Matyczynski’s employment, he will be entitled under the
DCP agreement to payment of the vested benefits under his DCP in annual installments
following the later of (a) 30 days following Mr. Matyczynski’s 65th birthday or (b) six months
after his separation from service for reasons other than his death or termination for cause. The
DCP was to vest over 7 years and with full vesting to occur in 2019 at $1,000,000 in deferred
compensation. However, in connection with his employment as EVP Global Operations, the
Company and Mr. Matyczynski agreed that the Company would cease making contributions to
the DCP on April 15, 2016 and that the final contributions by the Company to the DCP would
be $150,000 for 2015 and $21,875 for 2016, satisfying the Company’s obligations under the
DCP. Mr. Matyczynski’s agreement contains nonsolicitation provisions that extend for one year
after his retirement.

Under Mr. Matyczynski’s agreement, on his retirement date and provided there has not
been a termination for cause, Mr. Matyczynski will be entitled to a lump sum severance
payment in an amount equal to $50,000, less certain offsets.

Robert F. Smerling — Retirement Benefit. In March 2016, the Compensation
Committee approved a one-time retirement benefit for Robert Smetling, President, Cinema
Operations, due to his significant long-term service to the Company. The retirement benefit is
a single year payment based on the average of the two highest total cash compensation (base
salary plus cash bonus) years paid to Mr. Smerling in the then most recently completed five-year
period.

Option and RSU Grants. All long-term incentive awards are subject to other terms and
conditions set forth in the 2010 Plan and award grant. In addition, beginning in 2017, individual
grants include certain accelerated vesting provisions. In the case of employees, the accelerated
vesting will be triggered upon (i) the award recipient’s death or disability, (i) certain corporate
transactions in which the awards are not replaced with substantially equivalent awards, or (iii)
upon termination without cause or resignation for “good reason” within twenty-four months of
a change of control, or a corporate transaction where equivalent awards have been
substituted. Options granted prior to that date typically provide for acceleration upon a
“Corporate Transaction” defined to mean (i) a sale, lease or other disposition of all or
substantially all of the capital stock or assets of our Company, (ii) a merger or consolidation of
our Company, or (iii) a reverse merger in which our Company is the surviving corporation but
the shares or Common Stock outstanding immediately preceding the merger are converted by
virtue of the merger into other property, whether in the form of securities, cash or otherwise. If
not so provided for in the applicable grant, then the acquiring entity has the right to substitute
similar grants and if no such grants are substituted, then the outstanding then the applicable
stock award terminates if not exercised on or prior to the date of such Corporate Transaction.
RSU’s granted prior to that date did not provide for acceleration upon a change of control

Except as described above, no other named executive officers currently have
employment agreements or other arrangements providing benefits upon termination or a change
of control. The table below shows the maximum benefits that would be payable to each person
listed above in the event of such person’s termination without cause or termination in
connection with a change in control, if such events occurred on December 31, 2016, assuming
the transaction took place on December 31, 2016 at price equal to the closing price of the Class
A stock, which was of $16.60.

Payable on upon Termination in Payable upon

Payable on upon Termination Connection with a Retirement
without Cause ($) Change in Control (§) ($)
Benefits
Value of  Value of Value of  Value of ~ Payable under
Vested Vested — Value of Vested Vested Retirement
Severance  Stock Option  Health Severance Stock Stock Plans or

Payments Awards Awards(l) Benefits Payments Awards  Options (1) the DCP ]A5595
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Ellen M. Cotter - - 290476 - - — 498,898 -
Deyvasis Ghose 400,000 - 55,650 23,040 800,000 - 294,150 -
Andrzej J.

Matyczynski - ~ 281,868 - - -~ 333976 621875 "
Margaret Cotter - - 84,127 - - - 153,603 -

Robert F. Smerling -

301,407 - - — 307,883 459,200

)

@

Reflects the amount calculated by multiplying the number of unvested restricted shares by the closing price of our
Common Stock as of December 30, 2016 or $16.60. In the event of a change in control all unvested options vest
the day before the change in control. In the event of death or disability, all restricted stock awards vest.

Represents vested benefit under his DCP and the payment will be made in accordance with the terms of the DCP.
For a discussion regarding the Mr. Matyczynski’s DCP, see “Compensation Discussion and Analysis — Other
Elements of Compensation — Other Retirement Plans.”
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(3) Mr. Smerling’s one-time retirement benefit is a single year payment based on the average of the two highest total
cash compensation (bash salary plus cash bonus) years paid to Mr. Smerling in the most recently completed five-
year period. The figure quoted in the table represents the average of total compensation paid for years 2016 and
2015.

Employment Agreements

As of December 31, 2016, our named executive officers had the following employment
agreements in place.

Dev Ghose. On April 20, 2015, we entered into an employment agreement with Mr.
Dev Ghose, pursuant to which he agreed to serve as our Chief Financial Officer for a one-year
term, renewable annually, commencing on May 11, 2015. The employment agreement provides
that Mr. Ghose is to receive an annual base salary of $400,000, with an annual target bonus of
$200,000, and employee benefits in line with those received by our other senior executives. Mr.
Ghose was also granted stock options to purchase 100,000 shares of Class A Stock at an
exercise price equal to the closing price of our Class A Stock on the date of grant and which will
vest in equal annual increments over a four-year period, subject to his remaining in our
continuous employ through each annual vesting date.

Under his employment agreement, we may terminate Mr. Ghose’s employment with or
without cause (as defined) at any time. If we terminate his employment without cause or fail to
renew his employment agreement upon expiration without cause, Mr. Ghose will be entitled to
receive severance in an amount equal to the salary and benefits he was receiving for a period of
12 months following such termination or non-renewal. If the termination is in connection with a
“change of control” (as defined), Mr. Ghose would be entitled to severance in an amount equal
to the compensation he would have received for a period two years from such termination.

Andrzej J. Matyczynski. Mr. Matyczynski, our former Chief Financial Officer,
Treasurer and Corporate Secretary, has a written agreement with our Company that provides for
a lump-sum severance payment of $50,000, provided there has been no termination for cause
and subject to certain offsets, and to the payment of his vested benefit under his deferred
compensation plan discussed below in the section entitled “Other Elements of
Compensation.” Mr. Matyczynski resigned as our Corporate Secretary on October 20, 2014 and
as our Chief Financial Officer and Treasurer effective May 11, 2015, but continued as an
employee in order to assist in the transition of our new Chief Financial Officer. He was
appointed EVP-Global Operations in March 2016.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

The members of our Audit Committee are Douglas McEachern, who serves as Chair,
Edward Kane and Michael Wrotniak. Management presents all potential related party
transactions to the Audit Committee for review. Our Audit Committee reviews whether a given
related party transaction is beneficial to our Company, and approves or bars the transaction after
a thorough analysis. Only Committee members disinterested in the transaction in question
participate in the determination of whether the transaction may proceed. See the discussion
entitled “Review, Approval or Ratification of Transactions with Related Persons” for additional
information regarding the review process.

Sutton Hill Capital

In 2001, we entered into a transaction with Sutton Hill Capital, LLC (“SHC”)
regarding the master leasing, with an option to purchase, of certain cinemas located in
Manhattan including our Village East and Cinemas 1, 2, 3 theaters. In connection with that
transaction, we also agreed (i) to lend certain amounts to SHC, to provide liquidity in its
investment, pending our determination whether or not to exercise our option to purchase and (ii)
to manage the 86th Street Cinema on a fee basis. SHC is a limited liability company owned in
equal shares by the Cotter Estate or the Cotter Trust and a third party.

As previously reported, over the years, two of the cinemas subject to the master leasing
agreement have been redeveloped and one (the Cinemas 1, 2, 3 discussed below) has been
acquired. The Village East is the only cinema that remains subject to this master lease. We paid
an annual rent of $590,000 for this cinema to SHC in each of 2016, 2015, and 2014. During this
same period, we received management fees from the 86® Street Cinema of $150,000, $151,000,
$123,000, respectively.

In 2005, we acquired (i) from a third party the fee interest underlying the Cinemas 1, 2,
3 and (ii) from SHC its interest in the ground lease estate underlying and the improvements
constituting the Cinemas 1, 2, 3. The ground lease estate and the improvements acquired from
SHC were originally a part of the master lease transaction, discussed above. In connection with
that transaction, we granted to SHC an option to acquire at cost a 25% interest in the special
purpose entity (Sutton Hill Properties, LLC (“SHP”) formed to acquire these fee, leasehold and
improvements interests. On June 28, 2007, SHC exercised this option, paying $3.0 million and
assuming a proportionate share of SHP’s liabilities. At the time of the option exercise and the
closing of the acquisition of the 25% interest, SHP had debt of $26.9 million, including a $2.9
million, non-interest bearing intercompany loan from the Company. As of December 31, 2015,
SHP had debt of $19.4 million (again, including the intercompany loan). Since the acquisition
by SHC of its 25% interest, SHP has covered its operating costs and debt service through cash
flow from the Cinemas 1, 2, 3, (ii) borrowings from third parties, and (iii) pro-rata contributions
from the members. We receive an annual management fee equal to 5% of SHP’s gross income
for managing the cinema and the propetty, amounting to $177,000, $153,000 and $118,000 in
2015, 2014 and 2013 respectively. This management fee was modified in 2015, as discussed
below, retroactive to December 1, 2014.

On June 29, 2010, we agreed to extend our existing lease from SHC of the Village East
Cinema by 10 years, with a new termination date of June 30, 2020. This amendment was
reviewed and approved by our Audit Committee. The Village East lease includes a sub-lease of
the ground underlying the cinema that is subject to a longer-term ground lease between SHC
and an unrelated third party that expires in June 2031 (the “cinema ground lease”). The
extended lease provides for a call option pursuant to which Reading may purchase the cinema
ground lease for $5.9 million at the end of the lease term. Additionally, the lease has a put
option pursuant to which SHC may require Reading to purchase all or a portion of SHC’s
interest in the existing cinema lease and the cinema ground lease at any time between July 1,
2013 and December 4, 2019. SHC’s put option may be exercised on one or more occasions in
increments of not less than $100,000 each. We recorded the Village East Cinema building as a
property asset of $4.7 million on our balance sheet based on the cost carry-over basis from an
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entity under common control with a corresponding capital lease liability of $5.9 million
presented under other liabilities (see our Annual Report on Form 10-K for the fiscal year ended
December 31, 2016, Ttem 8. Financial Statements and Supplementary Date, Notes to
Consolidated Financial Statements, Note 11 — Pension and Other Liabilities, a copy of which
accompanies this Proxy Statement).
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In February 2015, SHP and we entered into an amendment to the management
agreement dated as of June 27, 2007 between SHP and us. The amendment, which was
retroactive to December 1, 2014, memorialized our undertaking to SHP with respect to
$750,000 (the “Renovation Funding Amount”) of renovations to Cinemas 1, 2, 3 funded or to be
funded by us. In consideration of our funding of the renovations, our annual management fee
under the management agreement was increased commencing January 1, 2015 by an amount
equivalent to 100% of any incremental positive cash flow of Cinemas 1, 2, 3 over the average
annual positive cash flow of the Cinemas 1, 2, 3 over the three-year period ended December 31,
2014 (not to exceed a cumulative aggregate amount equal to the Renovation Funding Amount),
plus a 15% annual cash-on-cash return on the balance outstanding from time to time of the
Renovation Funding Amount, payable at the time of the payment of the annual management fee
(the “Improvements Fee). Under the amended management agreement, we are entitled to retain
ownership of (and any right to depreciate) any furniture, fixtures and equipment purchased by us
in connection with such renovation and have the right (but not the obligation) to remove all such
furniture, fixtures and equipment (at our own cost and expense) from the Cinemas upon the
termination of the management agreement. The amendment also provides that, during the term
of the management agreement, SHP will be responsible for the cost of repair and maintenance
of the renovations. In 2016 and 2015, we received no Improvements Fee. This amendment was
approved by SHC and by our Audit Committee.

On August 31, 2016, SHP secured a new three-year mortgage loan ($20.0 million) with
Valley National Bank, the proceeds of which were used to repay the mortgage on the property
with the Bank of Santander ($15.0 million), to repay our Company for its $2.9 million loan to
SHP), and for working capital purposes.

OBI Management Agreement

Pursuant to a Theater Management Agreement (the “Management Agreement”), our
live theater operations were, until this year, managed by Off-Broadway Investments, LL.C (“OBI
Management™), which is wholly owned by Ms. Margaret Cotter who is the daughter of the late
Mr. James J. Cotter, Sr., the sister of Ellen Cotter and James Cotter, Jr., and a member of our
Board of Directors. That Management Agreement was terminated effective March 10, 2016 in
connection with the retention by our Company of Margaret Cotter as a full time employee.

The Theater Management Agreement generally provided for the payment of a
combination of fixed and incentive fees for the management of our four live
theaters. Historically, these fees have equated to approximately 21% of the net cash flow
generated by these properties. The fees to be paid to OBI for 2016, 2015 and 2014 were
$79,000, $589,000 and $397,000, respectively. We also reimbursed OBI for certain travel
expenses, shared the cost of an administrative assistant and provided office space at our New
York offices. The increase in the payment to OBI for 2015 was attributable to work done by
Margaret Cotter, working through OBI, with respect to the development of our Union Square
and Cinemas 1, 2, 3 properties.

OBI Management historically conducted its operations from our office facilities on a
rent-free basis, and we shared the cost of one administrative employee of OBI Management. We
reimbursed travel related expenses for OBI Management personnel with respect to travel
between New York City and Chicago in connection with the management of the Royal George
complex. Other than these expenses, OBI Management was responsible for all of its costs and
expenses related to the performance of its management functions. The Management Agreement
renewed automatically each year unless either party gives at least six months’ prior notice of its
determination to allow the Management Agreement to expire. In addition, we could terminate
the Management Agreement at any time for cause.

Effective March 10, 2016, Margaret Cotter became a full time employee of the
Company and the Management Agreement was terminated. As Executive Vice-President Real
Estate Management and Development - NYC, Ms. Cotter continues to be responsible for the
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New York properties. Pursuant to the termination agreement, Ms. Cotter gave up any right she
might otherwise have, through OBL to income from STOMP.

Ms. Cotter's compensation as Executive Vice-President was recommended by the
Compensation Committee as part of an extensive review of our Company’s overall executive
compensation and approved by the Board. For 2016, Ms. Cotter's base salary was $350,000
($285,343 being paid in 2016, reflecting her March 10, 2016 start date), and bonus was $95,000,
she was granted a long term incentive of a stock option for 19,921 shares of Class A common
stock and 4,184 restricted stock units under the Company's 2010 Stock Incentive Plan, as
amended, which long term incentives vest over a four-year period.
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Live Theater Play Investment

From time to time, our officers and Directors may invest in plays that lease our live
theaters. The play STOMP has been playing in our Orpheum Theatre since prior to the time we
acquired the theater in 2001. The Cotter Estate or the Cotter Trust and Mr. Michael Forman
own an approximately 5% interest in that play, an interest that they have held since prior to our
acquisition of the theater. Refer to our Annual Report on Form 10-K for the fiscal year ended
December 31, 2016, Item 3 — Legal Proceedings, a copy of which accompanies this Proxy
Statement, for more information about the show STOMP.

Shadow View Land and Farming, LL.C

Director Guy Adams performed consulting services for James J. Cotter, Sr., with
respect to certain holdings that are now controlled by the Cotter Estate and/or the Cotter Trust
(collectively the “Cotter Interests™). These holdings include a 50% non-controlling membership
interest in Shadow View Land and Farming, LL.C (the “Shadow View Investment” and “Shadow
View” respectively), certain agricultural interests in Northern California (the “Cotter Farms™)
and certain land interests in Texas (the “Texas Properties”). In addition, Mr. Adams is the CFO
of certain captive insurance entities, owned by trusts for the benefit of Ellen M. Cotter, James J.
Cottet, Jr. and Margaret Cotter (the “captive insurance entities™).

Shadow View is a consolidated subsidiary of the Company. The Company has from
time to time made capital contributions to Shadow View. The Company has also, from time to
time, as the managing member, funded on an interim basis certain costs incurred by Shadow
View, ultimately billing such costs through to the two members. The Company has never paid
any remuneration to Shadow View. Mr. Adams’ consulting fees with respect to the Shadow
View Interest were to have been measured by the profit, if any, derived by the Cotter Interests
from the Shadow View Investment. He has no beneficial interest in Shadow View or the
Shadow View Investment. His consulting fees with respect to Shadow View were equal to 5%
of the profit, if any, derived by the Cotter Interests from the Shadow View Investment after
recoupment of its investment plus a return of 100%. To date, no profits have been generated by
Shadow View and Mr. Adams has never received any compensation with respect to these
consulting services. His consulting fee would have been calculated only after the Cotter
Interests had received back their costs and expenses and two times their investment in Shadow
View. Mr. Adams’ consulting fees would have been 2.5% of the then-profit, if any, recognized
by Shadow View, considered as a whole.

The Company and its subsidiaries (i) do not have any interest in, (ii) have never
conducted any business with, and (iii) have not made any payments to, the Cotter Family Farms,
the Texas Properties and/or the captive insurance entities.

Director Independence

Our Company common stock is traded on NASDAQ, and we comply with applicable
listing rules of the NASDAQ Stock Market (the “NASDAQ Listing Rules”). In determining
who is an “independent director”, we follow the definition in section 5605(a)(2) of the
NASDAQ Listing Rules.

Under such rules, we consider the following directors to be independent: Guy Adams,
Dr. Judy Codding, William Gould, Edward Kane, Douglas McEachern and Michael Wrotniak.

We are not aware of any applicable transactions, relationships or arrangements not
disclosed above that were considered by our Board of Directors under the applicable
independence definitions in determining that any of our directors is independent.

Because we are a “controlled company” under NASDAQ rules, we are not required to
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Under the independent director definition under section 5605(a)(2) of the NASDAQ
Listing Rules, we do not currently consider the following directors to be independent: Ellen
Cotter, Margaret Cotter and James Cotter, Jr.

[
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Review, Approval or Ratification of Transactions with Related Persons

The Audit Committee has adopted a written charter, which includes responsibility for
approval of “Related Party Transactions.” Under its charter, the Audit Committee performs the
functions of the “Conflicts Committee” of the Board and is delegated responsibility and
authority by the Board to review, consider and negotiate, and to approve or disapprove on behalf
of the Company the terms and conditions of any and all Related Party Transactions (defined
below) with the same effect as though such actions had been taken by the full Board. Any such
matter requires no further action by the Board in order to be binding upon the Company, except
in the case of matters that, under applicable Nevada law, cannot be delegated to a committee of
the Board and must be determined by the full Board. In those cases where the authority of the
Board cannot be delegated, the Audit Committee nevertheless provides its recommendation to
the full Board.

As used in the Audit Committee’s Charter, the term “Related Party Transaction” means
any transaction or arrangement between the Company on one hand, and on the other hand (i)
any one or more directors, executive officers or stockholders holding more than 10% of the
voting power of the Company (or any spouse, parent, sibling or heir of any such individual), or
(i) any one or more entities under common control with any one of such persons, or (iii) any
entity in which one or more such persons holds more than a 10% interest. Related Party
Transactions do not include matters related to employment or employee compensation related
issues.

The charter provides that the Audit Committee reviews transactions subject to the
policy and determines whether or not to approve or ratify those transactions. In doing so, the
Audit Committee takes into account, among other factors it deems appropriate:

the approximate dollar value of the amount involved in the transaction and
whether the transaction is material to us;

whether the terms are fair to us, have resulted from arm’s length negotiations
and are on terms at least as favorable as would apply if the transaction did not
involve a Related Person,

the purpose of, and the potential benefits to us of, the transaction;

whether the transaction was undertaken in our ordinary course of business;

the Related Person’s interest in the transaction, including the approximate
dollar value of the amount of the Related Person’s interest in the transaction
without regard to the amount of any profit or loss;

required public disclosure, if any; and

any other information regarding the transaction or the Related Person in the
context of the proposed transaction that would be material to investors in light
of the circumstances of the particular transaction.

Summary of Principal Accounting Fees for Professional Services Rendered

Our independent public accountants, Grant Thornton LLP, have audited our financial
statements for the fiscal year ended December 31, 2016, and are expected to have a
representative present at the Annual Meeting, who will have the opportunity to make a
statement if he or she desires to do so and is expected to be available to respond to appropriate
questions.

Audit Fees
The aggregate fees for professional services for the audit of our financial statements,
audit of internal controls related to the Sarbanes-Oxley Act, and the reviews of the financial

statements included in our Form 10-K and Form 10-Q provided by Grant Thornton LLP for
2016 was approximately $776,500. JA5604
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Audit-Related Fees

Grant Thornton LLP did not provide us any audit related services for 2016.

Tax Fees

Grant Thornton LLP did not provide us any products or any services for tax
compliance, tax advice, or tax planning for 2016.
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All Other Fees

Grant Thornton LLP did not provide us any services for 2016, other than as set forth
above.

Pre-Approval Policies and Procedures

Our Audit Committee must pre-approve, to the extent required by applicable law, all
audit services and permissible non-audit services provided by our independent registered public
accounting firm, except for any de minimis non-audit services. Non-audit services are
considered de minimis if (i) the aggregate amount of all such non-audit services constitutes less
than 5% of the total amount of revenues we paid to our independent registered public
accounting firm during the fiscal year in which they are provided; (ii) we did not recognize such
services at the time of the engagement to be non-audit services; and (iii) such services are
promptly submitted to our Audit Committee for approval prior to the completion of the audit by
our Audit Committee or any of its members who has authority to give such approval. Our Audit
Committee pre-approved all services provided to us by Grant Thornton LLP for 2016 and 2015.
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STOCKHOLDER COMMUNICATIONS
Annual Report

A copy of our Annual Report on Form 10-K and Form 10-K/A for the fiscal year ended
December 31, 2016 is being provided with this Proxy Statement.

Stockholder Communications with Directors

It is the policy of our Board that any communications sent to the attention of any one or
more of our Directors in care of our executive offices will be promptly forwarded to such
Directors. Such communications will not be opened or reviewed by any of our officers or
employees, or by any other Director, unless they are requested to do so by the addressee of any
such communication. Likewise, the content of any telephone messages left for any one or more
of our Directors (including call-back number, if any) will be promptly forwarded to that
Director.

Stockholder Proposals and Director Nominations

Any stockholder who, in accordance with and subject to the provisions of the proxy
rules of the SEC, wishes to submit a proposal for inclusion in our Proxy Statement for our 2018
Annual Meeting of Stockholders, must deliver such proposal in writing to the Annual Meeting
Secretary at the address of our Company’s principal executive offices at 5995 Sepulveda
Boulevard, Suite 300, Culver City, CA 90230. Unless we change the date of our 2018 annual
meeting by more than 30 days from the anniversary of the prior year’s meeting, such written
proposal must be delivered to us no later than June 22, 2018 to be considered timely. If our
2018 Annual Meeting is not held within 30 days of the anniversary of our 2017 Annual
Meeting, to be considered timely, stockholder proposals must be received no later than ten days
after the earlier of (a) the date on which notice of the 2018 Annual Meeting is mailed, or (b) the
date on which the Company publicly discloses the date of the 2018 Annuval Meeting, including
disclosure in an SEC filing or through a press release. If we do not receive notice of a
stockholder proposal, the proxies that we hold may confer discretionary authority to vote against
such stockholder proposal, even though such proposal is not discussed in our Proxy Statement
for that meeting.

Our Boards will consider written nominations for Directors from stockholders. To be
considered by our Board, nominations for the election of Directors made by our stockholders
must be made by written notice delivered to our Secretary at our principal executive offices not
less than 120 days prior to the first anniversary of the date that this Proxy Statement is first sent
to stockholders. Such written notice must set forth the name, age, address, and principal
occupation or employment of such nominee, the number of shares of our Company’s common
stock that is beneficially owned by such nominee and such other information required by the
proxy rules of the SEC with respect to a nominee of the Board.

We currently anticipate that our 2018 Annual Meeting will be held in June of next
year. Accordingly, stockholders wishing to make nominations should anticipate making such
nominations by the end of January 2018.

Under our governing documents and applicable Nevada law, our stockholders may also
directly nominate candidates from the floor at any meeting of our stockholders held at which
Directors are to be elected.

OTHER MATTERS

We do not know of any other matters to be presented for consideration other than the

proposals described above, but if any matters are properly presented, it is the intention of the
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DELIVERY OF PROXY MATERIALS TO HOUSEHOLDS

As permitted by the Securities Exchange Act of 1934, only one copy of the proxy
materials are being delivered to our stockholders residing at the same address, unless such
stockholders have notified us of their desire to receive multiple copies of the proxy materials.

We will promptly deliver without charge, upon oral or written request, a sepatate copy
of the proxy materials to any stockholder residing at an address to which only one copy was
mailed. Requests for additional copies should be directed to our Corporate Secretary by
telephone at (213) 235-2240 or by mail to Corporate Secretary, Reading International, Inc., 5995
Sepulveda Boulevard, Suite 300, Culver City, CA 90230.

Stockholders residing at the same address and currently receiving only one copy of the
proxy materials may contact the Corporate Secretary as described above to request multiple
copies of the proxy materials in the future.

By Order of the Board of Directors,

Ellen M. Cotter
Chair of the Board

QOctober 13, 2017
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SIGN, DATE AND MAIL YOUR PROXY TODAY,
UNLESS YOI HAVE VOTED BY INTERMET OR TELEPHONE.

iF ¥OU HAVE NOT YOTED BY INTERNET OR TELEPHONE, PLEASE DATE, MARK, SIGH AND RETURN
THIS PROXY PROMPTLY. YOUR VOTE, WHETHER BY INTERNET, TELEPHONE OR MAIL, MUST BE
RECEIVED HO LATER THAN 11:59 P.M. PACIFIC TIME, NOVEMBER €, 2017,
TO BE INCLUDED IN THE VOTING RESULTS. ALL VALID PROXIES RECEIVED PRIOR TC 11:59 P.M.
PACIFIC TIME, NOVEMBER 6, 2017 WILL BE VOTED.

SEE REVERSE SIDE

READING

INTERHATIOMAL

ANNUAL MEETING OF STOCKHOLDERS
Hovember 7, 2017, 11:00 a.m.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undesrsigned hereby appoints S. Craig Tompkins and William D. Gould, and each of them, the attomeys, agents, and praxies of the
urdersigned, with fll powers of substifufion to each, to attent and aci a5 praxy or proxies of the undersigned at the Annual Mesiing of
Siockhalders of Reading Intermatienat, Inc. to be hedd at the Courtyard by Marriokt Les Angeles Wesiside, tocaied at 6333 Bristol Parlway,
Culver City, Califerria BI230 on Thursday, November 7. 2017 at 11:00 a.m., local fime, and at and with respect o any and all adjeurnments
or postponements thereof, and o vote as specified therein the number of shares which the undersignied, if personally present, would be
entifled io vote,

The undersigned hereby ratifies and confimns all that the attomeys and prowies, or any of them, or their substitutes, shall lawfully do or
cause o be done by virtue hereof, and hereby revokes any and alt praxies. heretofore given by the undersigned to vote at fhe Annual
Meeting. The undersigned acknowizdges receipt of the Nolice of Annual Meeting and the Proxy Statement aceompanying such netice.

THE PROXY, WHEH PROPERLY EXECUTED AND RETURNED PRIOR TO THE ANNUAL MEETING, WILL BE VOTED AS DIRECTED.
IF NG DIRECTION 1S GIVEN, IT WILL BE VOTED "FOR" PROPOSAL 1, 2 AND 4, AND "ONE YEAR" ON PROPOSAL 3 AND [N THE
PROXY HOLDERS" DISCRETION AS TO ANY OTHER MATTER THAT MAY FROPERLY COME BEFORE THE ANNUAL MEETING OR
ANY POSTPONEMENT OR ADJOURNMENT THEREOF.

SEE REVERSE SIDE
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Electronically Filed
12/4/12017 4:54 PM
Steven D. Grierson

CLERE OF THE COUQ g

SUPP

Donald A. Lattin (NV SBN. 693)
dlattin@mclrenolaw.com

Carolyn K. Renner (NV SBN. 9164)
crenner@melrenolaw.com

MAUPIN, COX & LEGOY

4785 Caughlin Parkway

Reno, Nevada 89519

Telephone: (775) 827-2000

Facsimile: (775) 827-2185

Ekwan E. Rhow (admitted pro hac vice)
eer@birdmarella.com

Shoshana E. Bannett (admitted pro hac vice)
shannett@birdmarella.com ,

BIRD, MARELLA, BOXER, WOLPERT, NESSIM,

DROOQKS, LINCENBERG & RHOW, P.C.

1875 Century Park East, 23rd Floor

Los Anggles, California 90067-2561

Telephone: (310) 201-2100

Facsimile: (310)201-2110

Attorneys for Defendant William Gould

EIGHTH JUDICIAL DISTRICT COURT

CLARK COUNTY, NEVADA
JAMES J. COTTER. JR, CASE NO. A-15-719860-B
Plaintiff, DEFENDANT WILLIAM GOULD’S
SUPPLEMENTAL REPLY IN SUPPORT
vS. OF MOTION FOR SUMMARY
JUDGMENT
MARGARET COTTER, et al.,
[Filed concurrently with Declaration of
Defendant. Shoshana E. Bannett]
Hearing Date: December 11, 2017
READING INTERNATIONAL, INC,, Hearing Time: 10:30 A.M.
Nominal Defendant.

Assigned to Hon. Elizabeth Gonzalez,
Dept. XI

Trial Date: January 2, 2018
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1. INTRODUCTION

Plaintiff James Cotter, Jr. filed four briefs, totaling 55 pages, which purport to summarize
the so-called “evidence” of breach of fiduciary duty against William Gould (and the other Reading
directors). But his briefs nowhere mention the critical fact most relevant to Mr. Gould—namely,
that, on the key vote on which this entire lawsuit hinges, Mr. Gould voted ageinst Plaintiffs’
termination. This fact alone proves that Mr. Gould was not participating in some secret
conspiracy with Ellen and Margaret Cotter to terminate Plaintiff and should also contextualize all
of his future activities at the company—whete he was forced to deal with the consequences of
a vote that he did not agree with.

Indeed, although Plaintiff half-heartedly argues that Mr. Gould is not independent because
at times he voted with Ellen and Margaret Cotter or did not do exactly what Plaintiff wanted
Mr. Gould to do, Plaintiff’s own expert concluded that that there was insufficient evidence to
find that Mr. Gould lacked independence or disinterestedness. Justice Steele therefore opined
that My. Gould was entitled to protections of the business judgment rule. Similarly, the
independent shareholders who were deposed in this case all testified that they viewed Mr. Gould
as independent and that they had no problem with him. Given that even Plaintiff’s own expert
believes Mr. Gould is entitled to the protections of the business judgment rule, the claims against
him must be summarily adjudicated in his favor on that basis alone.

Plaintiff’s claims fare no better on a merits examination. Because of the jumbled way that
Plaintiff briefed these issues and the fact that his claims have morphed over time, it is important to
first clarify which claims Plaintiff has brought against Mr. Gould (as opposed to the other
directors). Plaintiff identified six actions that he contends support independent claims for breach
of fiduciary duty (specifically breach of the duty of loyalty): (1) the threat to terminate Plaintiff;
(2) Plaintiff’s termination; (3) the 100,00 share option exercise; (4); the CEQO search and
appointment of Ellen Cotter as CEQ; (5) hixing Margaret Cotter as EVP New York Real Estate;
and (6) declining to pursue the Patton Vision offer. Plaintiff has informed Mr. Gould that he is not

a defendant on the claims regarding the threat to terminate Plaintiff and the 100,000 sl}:tgrg gfgm
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because Mr. Gould was not involved in either of those actions. And while Plaintiff is still
pursuing an inane claim against Mr. Gould for Plaintiff’s termination, it is again undisputed that
Mr. Gould x)oted against his termination. That leaves just three real claims against Mr. Gould—
his alleged breach of duty of loyalty relating to the CEO search, the hiring of Margaret Cotter’s
position, and the declination of Patton Vision offer.

Tt is clear that Plaintiff cannot establish a breach of fiduciary duty on any of these maiters.
Nevada law gives great deference to directors in making decisions that they believe will be in the
best interest of the company. There is simply no evidence that Mr., Gould ever made a decision for
any reason other than he thought it best for Reading. That is why he at times has sided with
Plaintiff and at times with the Cotter sisters. External parties such as the partner at the executive
search firm retained for the CEO search noted that Mr. Gould took his duties seriously and was
atternpting to find the right person for the job. Independent sharebolders describe him as having
had “a level head in this mess.” As discussed previously and below in detail, at every turn
Mt. Gould took into account common and appropriate consideraﬁoﬁs, which were clearly
permitted under Nevada statutory law.

Simply put, Plaintiff's evidence against Mr. Gould congists of nothing more than his
contentions that he would have done things differently. As everyone - other than Plaintiff
himself—that has looked at Mr. Gould’s actions sees Mr. Gould as independent, disinterested, and
acting in the best interest of the company, he is entitled to the full benefits of the business
judgment rule and the claims against him must be summarily adjudicated in his favor.

II. ARGUMENT

A. Mr. Gould is independent and disinterested and entifled to the protection of

the business judgment rule,

Tt is undisputed that under Nevada law a director who is both independent and disinterested
is entitled to the protection of the business judgment rule. See Suppl. Opp. 1 &2 at 6-7. Plaintiff

does not contend that Mr. Gould is interested in any of the matters at issue.! Plaintiff does appear

! Nor can he. A director is interested in a matter if he will receive a specific financial benefit
JA5617
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to contend that Mr. Gould is not independent. Id. at 9-10. But a director lacks independence ony
if his decision resulted from him being controlled by another. See Shoen v. SAC Holding Corp,
122 Nev. 621, 637-38 (2006); Orman v. Cullman, 794 A2d 5,24, 25 n.50 (Del. Ch. 2002).
Control is ordinarily shown by demonstrating that (1) a director is dominated by another party,
such as through a close personal or familial relationship; or (2) a director is beholden to another
party, such that the other party has the power to decide whether the director continues to receive a
benefit upon which the director is so dependent or is of such subjective matetial importance that
its threatened loss might create a reason to question whether the director is able to consider the
corporate metits of the challenged action objectively. Zelxon Corp. v. Meyerson, 802 A.2d 257.

Plaintiff does not point to any facts that suggest that Mr. Gould was controlled by Ellen or
Margaret Cotter (or any of the other directors, for that matter). Plaintiff does not contend that
M. Gould has a close personal relationship w1th either Ellen or Margaret Cotter. Suppl. Opp 1 &
7 at 9-10. And Plaintiff does not contend that Mr. Gould has any financial relationship with Ellen
or Margaret Cotter. Jd. As aresult, Plaintiff cannot demonstrate that Mr. Gould lacks
independence.”

Plaintiff’s own expert witness in this case agrees. Justice Steele, a former justice on the
Delaware Supreme Court, “reached the conclusion that [he] could find insufficient facts to
suggest to [him] there was a reasonable doubt about [Gould’s] independence or
disinterestedness.” Bx. 1 at 149:1-5 (emphasis added). Based on this conclusion, when Justice
Steele defined the “defendants” he purposefully did not include M. Gould. Id at 149:13-21. And
Justice Steele’s other opinions regarding possible breaches of fiduciary duty “do not apply to

Mr. Gould®, but only the other individual defendants. Id at 149:22-150:1. Instead, because

from his action or lack of action on the matter. See Shoen v. SAC Holding Corp, 122 Nev. 621,
637-38 (2006); Orman v. Cullman, 794 A2d 5, 24, 25 n.50 (Del. Ch. 2002). Mr. Gould received
no specific financial benefit from any of the events at issue in this lawsuit,

2 The fact that Ellen and Margaret Cotter are controlling shareholders who could remove Gould
if unhappy does not show a lack of independence, otherwise every director who voted the same
way with a controlling shareholder would lack independence, As another Court put it, “a
stockholder’s control of an organization does not indicate lack of independence without
particularized allegations of relationships between the directors and controlling stockholder
demonstrating that the directors are beholden to the stockholder.” Beam v. Stewart, 845 A. 2d
1040, 1054 (Del. 2004).

JA5618
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Justice Steele saw no evidence to suggest that Mr. Gould lacked independence or
disinterestedness, Justice Steele concluded that Mr. Gould was entitled to the benefit of the ‘
business judgment rule and there was no need “fo carry the analysis any farther than that.” Id,
at 150:22-151:5.

Justice Steele’s expert opinion was reiterated by each of the independent shareholders who
were deposed in this matter. Jonathan Glaser testified that he believed Mr. Gould was
independent. Ex. 2 at 194:2-194:8 (Glaser Dep.). Similarly, Andrew Shapiro testified that
M. Gould was socially independent and that, unlike some of the other directors, Shapiro had no
problem with Mr. Gould. Ex. 3 at 292:14-292:18 (Shapiro Dep.). Likewise, Whitney Tilson
testified that he had positive feelings towards Gould and Gould was not one of the directors he
would seek to have removed from Reading’s Board of Directors. Ex. 4 at 160:11-161:4 (Tilson
Dep.).

Plaintiff cannot meet the legal standard and show that Mr. Gould bad either a personal or
financial relationship with Ellen and Margaret Cotter. But he tries to get around this by arguing
that the Court should infer some sort of an improper bias toward Ellen and Margaret Cotter
anyway. Plaintiff*s argument is based solely on the fact that Mr. Gould sometimes voted the same
wéy the Cotter sisters voted, such as when he voted to “repopulate” the executive committee
(which this Court has already held cannot support an independent claim for breach of fiduciary
duty), or took other reasonable actions that the Plaintiff himself disapproves of, even though each
of those actions were similarly appropriate and within the scope of M. Gould’s fiduciaty duties,
such as relying on company counsel to assess whether Mr. Adams had a financial conflict.

While all of Mr. Gould’s actions were perfectly reasonable, that is not the point at this
stage. Plaintiff’s analysis of independence is completely backwatds. The Court does not
undertake a substantive evaluation of a director’s conduct to determine whether the director is
independent. Under the business judgment rule, the Court does not get into a substantive
evaluation of a diréctor’s conduct until it is shown that the director is not independent and
disinterested. See, e.g., Wynn Resorts Ltd v. Eighth Judicial District Couri in and for the County

of Clark, 399 P.3d 344, 342-43 (2017). Plaintiff has not cited to a single case in WhiC}l At}%% %)urt
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Jooks at a defendant’s actions as a director to determine whether the director is independent and
that is because there are none. That is why Plaintiff’s own expert, who was aware of all of the
conduct that Plaintiff points to here, concluded that there was insufficient evidence to conclude
that Mr. Gould lacked independence or disinterestedness—and did not then go any further in his
analysis,

Given that every single person that has looked at the evidence in this case, including
Plaintiff’s expert and the independent shareholders, believes that Gould is independent and
disinterested, Mr. Gould must be given the benefit of the business judgment rule and the case
against him must be summarily adjudicated in his favor.

B. Under Nevada law, the burden to prove breach of fiduciary duty remains with
Plaintiff; the burden never shifts to Mr, Gould to prove the “entire fairness”
of his actions.

Even if the Court were to reach the merits of Plaintiff’s claims against Mr. Gould (and it
should not given that Mr. Gould is entitled to the business judgment rule), Plaintiff’s claims
against Gould should fail because Plaintiff cannot meet his burden to demonstrate that Mr. Gould
(1) breached his fiduciary duty; and (2) did so with the requisite mindset of intentional
misconduct, fraud, or a knowing violation of law.

Citing Delaware law exclusively, Plaintiff argues that if he is able to demonstrate that the
business judgment rule does not apply, the burden shifts to Mr. Gould to prove the “entire
fairness” of his actions Suppl. Opp. 2 & 3 at p. 12. But the plain language of the governing
Nevada statute demonstrates that unlike Delaware, in Nevada the Burden remains on Plaintiff
Nev. Rev. Stat. § 78.138 states that:

[A] director or officer is not individually liable to the corporation or
its stockholders or creditors for any damages as a result of any act or
failure to act in his capacity as a director or officer unless:

(2) The trier of fact determines that the presumption
established by subsection 3 has been rebutted; and

(b) It is proven that:

(1) The director’s or officer’s act or failure to act

constituted a breach of his or her fiduciary duties as a director or
JA5620
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officer; and
* (2) Such breach involved intentional misconduct,
fraud or a knowing violation of law.
Nev. Stat, Rev, § 78.138(4)(7) (emphasis added). Because even after the presumption thata
director acts in good faith is rebutted, the statute still requires that the plaintiff must prove both
a breach of fiduciary duty and that the breach involved intentional misconduct, fraud, or a
knowing violation of law, a Nevada director-defendant does not have to prove the “entire fairness”

of his actions.>

Here, as discussed below, it is clear that Plaintiff cannot meet this burden and show
a breach of fiduciary duty involving intentional misconduct, fraud, or a knowing violation of law
by Mz. Gould with respect to any of the four actions that Plaintiff claims support independent
breaches of fiduciary duty—the termination of Cotter, Jr., the CEO search, the appointment of
Margaret Cotter to the position of EVP New York real estate and/or the response to the Patton
Vision gffer.

C. There is no evidence to support a claim against Mr. Gould for breach of
fiduciary duty based on Plaintiff’s termination becanse Mr. Gould voted
against Plaintiff’s termination.

Strangely, Plaintiff continues to contend that Mr. Gould is liable for breach of fiduciary
duty based on Plaintiff’s termination even though Mr. Gould voted against terminating Plaintiff.
Plaintiff’s claim is nonsensical, Plainti_ff admits that Mr. Gould’s vote against his termination was
done with the best interests of Reading in mind. (Ex. 5 at 1017:14-24; 1026:21-1027:12 (Cotter,
Jr. Dep. Vol IV)). If Gould acted with the best interests of Reading in mind, then he did not
breach his fiduciary duty. And unsurprisingly, the law is clear that a director is not responsible for
an action he did not vote for. See, e.g., In re Tri-Star Pictures, Inc., Litig., No. CIV, A, 9477,
1995 WI, 106520, at *2 (Del. Ch. Mar. 9, 1995) ) (refusing to hold director liable for board

3 Plaintiff agrees that the law of another jurisdiction, such as Delaware, cannot supplant or
modify the law of Nevada. Suppl. Opp 1 & 2 at p. 4. Here because Delaware’s “entire fairness”
burden shifting would supplant Nevada’s statutory allocation of the burden of proof, the “entire
fairness” test is invalid in Nevada.

JA5621
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decision where director abstained from vote); In Re Wheelabrator Technologies, Inc. Sh&rehola’ers
Litigation, C.A. No. 11495, 1992 WL 212595, at *10 (Del. Ch. Sept. 1, 1992) (same); Citron v.
E.I du Pont de Nemours & Co., 584 A.2d 490, 499 (Del.Ch. 1990) (same). Because he voted
against the termination, there is no basis whatsoever to hold Mr. Gould liable for an independent
claim of breach of fiduciary duty based on Plaintiff’s termination. This claim must be summarily
adjudicated in Mr. Gould’s favor.

D, There is no evidence to support a separate claim against Mr. Gould relating to

| the CEO search or the appointment of Ellen Cotter as permanent CEO.

Next, Plaintiff contends that Mr, Gould breached his fiduciary duty by “aborting the CEO
search” and selecting Ellen Cotter (the interim CEO) as permanent CEO, Suppl. Opp 2 & 5.
Plaintiff once again goes through a lengthy, misleading recitation of the “facts™ regarding the CEO
search, Jd at 2-9. Gould has already responded to Plaintiff’s various mischaracterizations of the
record, in his original reply brief and incorporates that brief by reference.

But even taking everything Plaintiff say& as true, all Plaintiff has demonstrated is that the
search could have been conducted differently and a different CEO could have been selected. And
of course that is the case. There are many ways to look for a CEO. For example, when Reading
hired the Plaintiff, they engaged in a much less thorough process than the search Plaintiff now
challenges. In particular, when Reading hired Plaintiff, the Board did not engage an executiire
search commitiee. They did not come up with desired qualifications or interview any candidates
at all. The Board of Directors simply voted to appoint the Plaintiff based on their understanding
that Cotter, Sr., the controlling shareholder, wanted his son to succeed him as CEO. Motion for
Summary Judgment at 3.

Here by contrast, Reading engaged an executive search firm (Korn Ferry), established a
CEO search committee, which then met with Korn Ferry to put together a position specification.
The search committee interviewed all six of the candidates recommended by Kom Ferry,
interviewed Ellen Cotter after she decided to throw her hat in the ring, reassessed the validity of
the original position specification after interviewing candidates and receiving feedback from the

Plaintiff that it was too focused on real estate, discussed the relative merits of the external
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candidates against Ellen Cotter and then selected Ellen Cotter based on her performance to date,
her personality, her knowledge of Reading, and the stability she offered, among other factors (with
Margaret Cotter abstaining from the vote). Mot. for Summary J udgment at 21, 23. Korn Ferry’s
Bob Mayes testified that these are common considerations in selecting a CEO: internal candidates
are sometimes preferred because there is less distuption; cultural fit, motivation, personality traits
and style are all commonly considered; and a strength in one area can outweigh a weakness in the
other. Motion for Summary Judgment at 23.

Plaintiff contends that when the Directors (including Mr. Gould) selected Plaintiff because
the Plaintiff’s father, the controlling shaveholder, wanted his son to become CEO, that selection
was consistent with the Director’s fiduciary duties. Mot. for Summary Judgment at 3. But he
argues that the more thorough process involving the search and the appointment of his sister was a
breach of fiduciary duty because the directors took into account the wishes of the controlling
shareholders. Suppl. Opp. 2 & 5 at 12. Clearly, it cannot be consistent with one’s fiduciary duties
to take the wishes of the controlling shareholder into account when Cotter, Jr. is selected CEO, but
a violation of one’s fiduciary duties to take the wishes of the controlling shareholder into account
when Cotter, Jr's rival is selected CEO. |

Nevada’s recent amendments to its statute governing director conduct make clear that
Nevada directors have broad powers to determine what is in the best interest of the corporation
and are abways permitted to take into account the interests of controlling shareholders. Indeed,
the Legislature specifically added a provision stating that

[d]irectors and officers, in exercising their respective powers with a

. view to the interests of the corporation may: (a) consider all relevant
facts, circumstances, contingencies or constituencies. . .[and] (b)
Consider or assign weight to the interests of any particular person

or group, or to any other relevant facts, circumstances,
contingencies or constituencies.

Nev. Rev. Stat. § 78.138(4) (emphasis added). By taking into account the wishes of the

|| controlling shareholdexs, Mt. Gould was doing nothing more than considering or assigning weight

to the interests of a particular group. Here, Mr. Gould appropriately took into account (as one

factor of many) the interest of the controlling shareholders in determining the interests of the
JA5623
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corpotation, as he is entitled to do under Nevada law.

Finally, there is simply no evidence that Gould acted with intentional misconduet, fraud, or
a knowing violation of law when he recommended Ellen Cotter for the position of permanent
CEO. As Ko Fetry’s Bob Mayes testified, Mr. Gould took the process seriously, attended all
seatch committee calls, and Mr. Gould never said or did anything that made him think
M. Gould was doing anything other than trying to find the right person for tie job. Mot. for
Summary Judgment at 25. The fact that Ellen Cotter could be and was selected by someone frying
to find the right person for the job is reinforced by the fact that independent shareholders also
recognize that Ellen Cotter was a good choice for CEO. As shareholder Johnathan Glaser
testified, he was “not in the least surprised” that Ellen Cotter was selected permanent CEO, and he
was nhot troubled by that, because he

recognizefs], one the difficulty of finding anybody else, particularly

with the circus going on; and two, I think she knows the company

pretty well, has been there a long time, probably learned the

business from her dad. So I’'m not convinced that there’s some

knight in shining armor out there to come in and be, you know,

a great — you know, a much better CEO of this company. I'm okay

with Ellen. |
See, e.g., Bx. 2 at 156:20-22; 258:22-259:18 (Glaser Dep.) (also testifying that “I’m personally
comfortable with Ellen as CEQ.”). Simply put, there is no evidence to suggest that Mr. Gould
breached his fiduciary duty, in selecting Ellen Cotter as CEO, a choice that other shareholders
agree with, let alone that he acted with intentional misconduct, fraud, or a knowing violation of
law.

E. There is no evidence that Mr, Gould breached his fiduciary duties when he

voted to decline to pursue the Patton Vision Offer.

Plaintiff contends that Mr. Gould also breached his fiduciary duties when he voted to
decline to pursue the Patton Vision offer. Plaintiff devotes more than 12 pages to spinning the
facts, but essentially his “evidence” boils down two items that he contends shows that it was a
breach of fiduciary duty to decline to pursue the Patton Vision offer, First, Mr. Gould asked Ellen

and Margaret Cotter for their views, as controlling shareholder. Second, the business plan that the

directors relied on was not a formal, written and approved business strategy. But despite
34542203 9 ' I}A5624
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Plaintiff’s use of negative buzz-words like “imaginary,” everything that Mr. Gould did was
entirely consistent with Nevada law and his fiduciary duties in contemplating an offer.

First, as discussed above, Nevada law makes clear that directors are able to consider the
and assign weights to the interest of any particular person or group, which necessarily includes
controlling sharcholders. Nev. Rev. Stat. § 78.138(4)(b). And that makes sense. Before deciding
whether to incur significant expenses on behalf of the company (and all shareholders) to hite
outside experts to evaluate the offer, one would obviously want to know if there is any possibility
of success. Ifthe controlling shareholders ate opposed and will not sell their stock, it could be a
complete waste of corporate assets to engage outside experts. Nevada law permitted Mr. Gould to
ask the controlling shareholders for their views and take those views into account and he
reasonably did so.

But Mr. Gould did not solely rely on the controlling shareholders views. As Plaintiff’s
brief makes clea, the directors were provided with materials that summarized the company’s
business stiategy and the company’s management team made a presentation regarding the
company’s financial position. See Suppl. Opp. at 2-8. Plaintiff does not and cannot point to any
requirement that the Board rely on a formally adopted, written business strategy as opposed to
slideshows and other presentations. And while Plaintiff personally takes issue with various
aspects of the conclusions presented by management, that does not make it unreasonable for
Mr. Gould to rely on the information presented by the company’s executives, including the
company’s CFO. Indeed, Nevada law specifically contemplates that a director will rely on the
information presented by the company’s executives. Nev. Rev. Stat. § 78.138(2)(a). And as it
turns out, those views were not and are not unreasonable. External analysts have issued reports
with 2 BUY rafing and a target price of $26/share. Ex. 6 (Osborne Rebuttal Report) at ] 44. And
the Company’s stock is already up $4/share since the initial offer, suggesting that the management
was correct when they concluded that Reading was undervalued.

Mr. Gould relied on appropriate considerations in making his decision to vote to decline to
pursue the Patton Vision offer and as a result, Plaintiff cannot show that Mr. Gould’s vote was a

breach of fiduciary duty, much less that it involved intentional misconduct, fraud, or a] 1121506‘”%%
2
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violation of law.
F. There is no e§idence that Mr. Gould breached his fiduciary duties when he
approved the appointment of Margaret Cotter as EVP New York real estate.
Plaintiff concedes that the fact that Mr. Gould (1) approved Ellen Cotter’s compensation

package on the recommendation of executive compensation experts and the compensation
committee, (2) approved a one-time payment to Margaret Cotter on the recommendation of the
compensation committee and the audit committee based on the winding up of her separate
business; and (3) the approval of a one-time payment to Guy Adams to cover additional work he
did beyond his director duties, based on the recommendation of CEO Ellen Cotter, do not support
independent claims for breach of fiduciary duty. Suppl. Opp. 2 & 6 at 2, Suppl. Opp. 2& 3 at 1-2
(identifying claims that Plaintiff contends constitute independent breaches of fiduciaty duty). And
that is correct. As discussed at length in Mr. Gould’s Motion for Summary Judgment, approving
each of those payments on the recommendation of knowledgeable executives, experts and
committees was entirely consistent with Mr. Gould’s fiduciary duties. Motion for Summary
Judgment at 25.27.* And, as noted above, Mr. Gould was not involved in the $100,000 share
option, and, necessarily, Plaintiff does not contend that Mr. Gould breached any fiduciary duties
with respect to that option.

| Plaintiff contends only that Mr. Gould is liable for an independent breach of fiduciary duty
stemming from the appointment of Margaret Coiter as Executive Vice President (EVP) New York
real estate. Ellen Cotter appointed Margaret Coter to the role of executive vice president with the
advice and consent of the Board of Directors. Ex. 7. The Board voted 6-0 in favor of the
appointment with Ellen and Margaret Cotter not participating and Plaintiff abstaining,” Jd. |
Plaintiff contends that Mr. Gould breached his fiduciary duty by approving Ellen Cotter’s choice

of an executive because in Plaintiff’s opinion, Margaret Cotter was unqualified for the role. Gould

4 plaintiff claims here it was unusual to provide payments to directors in the range of $50,000
dollars, but Mr. Gould pointed out in his opening brief that the company had provided additional
payments to directors ranging from $25,000 -$75,000. Motion for Summary Judgment at 27

5 As Plaintiff testified, board cohesion and unanimity is in and of itself a consideration that
director may take into account when voting. Ex. 5 at 1055:6-14 (Cotter, Jr. Dep. Vol V)
34542203 11 JA5626
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approved Ellen Cotter’s recommendation because it is his view that a CEO should be able to build
his or her own team.® Motion for Summary Judgment at p. 27 n. 17. If Ellen Cotter’s choice of
Margaret Cotter was époor one, the directors would hold Ellen Cotter accountable. Thisisa
reasonable position to take and is consistent with a director’s fiduciary duties. See Ex. 6 at 23-24
(Expert rebuttal repott of Dr. Alfred Osborne). See also Nev. Stat. Rev. § 78.138(4) (permitting
directors to take into account all relevant facts, circumstances, contingencies, or constituencies).

Margaret Cotter had ably handled the land-marking process and pre~-development of the
New York properties, as well as supervised an arbitration win when a difficult tenant, Stomp,
vacated one of Reading’s New York properties. As a result of these experiences, Ellen Cotter and
the other directors, were convinced that Margaret Cotter would put together the right team to
develop the New York real estate. See, e.g., Ex. 8 at 55-60 (Ellen Cotter Dep.); Ex. 8 at 57; 72-73
(Kane Dep.); Ex. 10 at 262-63 (McEachern Dep.) That Margaret Cotter’s brother, who she had
been warring with, had a different view, is not evidence that it was a breach of ﬂduciary duty to
approve the CEQ’s choice of an executive team, and it certainly does not show that Mr. Gould
acted with intentional misconduct, fraud, or a knowing violation of law.’
IIl. CONCLUSION

For the foregoing reasons, and the reasons stated in the Defendant William Gould’s
Motion for Summary Judgment, the Reply Brief, and the Independent Directors MPSJ No. 3 and

Gould’s Request for Hearing, all of Plaintiff’s claims against Defendant Gould should be

summarily adjudicated in favor of Gould.

6 Mr. Gould acted entirely consistently when Plaintiff was CEO and Plaintiff did not want to
appoint Margaret Cotter to be EVP New York real estate. Mr, Gould supported Plaintiff’s
decision, then, because the CEQ should get to build his or her own team. Declaration of James
Cotter, Jr., ] 36.

7 Plaintiff contends that the $200,000 payment to Margaret Cotter was improper because it was
in exchange for a position that she was previously willing to accept for free. Plaintiff cites nothing
more than his say so for this position. As discussed in Mr. Gould’s Motion for Summary
Judgment, two separate committees, the Audit Committee and the Compensation Cormittee
approved this payment and found it was appropriate for Margaret Cotter’s prior work and for
releases and waivers granted in winding up her company. Motion for Summary Judgment at 26.

It was reasonable and appropriate for Mr. Gould to rely on these two separate committees in
deciding to approve the payment, Id.

34542203 12 JA5627
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CERTIFICATE OF SERVICE
Pursuant to Nev. R. Cir, P. 5(b)(2)(D) and E.D.C.R. 8.05, I certify that on this day, I
caused a true and correct copy of the forgoing DEFENDANT WILLIAM GOULD’S
SUPPLEMENTAL REPLY IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT to
be filed and served via the Court’s Wiznet ﬁ-Filing system. The date and time of the electronic
proof of service is in place of the date and place of deposit in the mail.

A
DATED this 4°_ day of December, 2017.

——

Koot o
EMPLOYEE
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dlattin@mclrenolaw.com

Carolyn K. Renner (NV SBN. 9164)
crenner@mclrenolaw.com

MAUPIN, COX & LEGOY

4785 Caughlin Parkway

Reno, Nevada 89519

Telephone: (775) 827-2000

Facsimile: (775) 827-2185

Ekwan E. Rhow (admitted pro hac vice)
eer@birdmarella.com

Shoshana E. Bannett (admitted pro hac vice)
sbannett@birdmarella.com

BIRD, MARELLA, BOXER, WOLPERT, NESSIM,

DROOKS, LINCENBERG & RHOW, P.C.

Electronically Filed
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Steven D. Grierson
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1875 Century Park East, 23rd Floor
Los Angeles, California 90067-2561
Telephone: (310)201-2100
Facsimile: (310)201-2110

Attorneys for Defendant William Gould'

EIGHTH JUDICIAL DISTRICT COURT
CLARK COUNTY, NEVADA

JAMES J. COTTER. IR,
Plaintiff,
Vs.
MARGARET COTTER, et al.,

Defendant.

READING INTERNATIONAL, INC.,

Nominal Defendant.

34542212

CASE NO. A-15-719860-B

DECLARATION OF SHOSHANAE.
BANNETT IN SUPPORT OF
DEFENDANT WILLIAM GOULD’S
SUPPLEMENTAL REPLY IN SUPPORT
OF MOTION FOR SUMMARY
JUDGMENT

[Filed concurrently with Supplemental Reply]
Hearing Date: December 11,2017 '
Hearing Time: 10:30 A.M.

Assigned to Hon. Elizabeth Gonzalez,

Dept. X1

Trial Date: January 2, 2018
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DECLARATION OF SHOSHANA E. BANNETT

I, Shoshana E. Bannett, declare as follows:

1. I am an active member of the Bar of the State of California and an associate with
Bird, Marella, Boxer, Wolpert, Nessim, Drooks, Lincenberg & Rhow, a professional corporation,
attorneys of record for Defendant William Gould in this action. I make this declaration in support
of Defendant William Gould’s Supplemental Reply in Support of Motion for Summary Judgment.
Except for those matters stated on information and belief, I make this declaration based upon
personal knowledge aﬂd, if called upon to do so, I could and would so testify.

2. Attached as Exhibit 1 is a true and correct copy of excerpts from the deposition
transcript of Myron Steele, taken on October 19, 2016

3. Attached as Exhibit 2 is a true and correct copy of excerpts from the deposition
transcript of Jonathan Glaser, taken on June 1, 2016.

4, Attached as Exhibit 3 is a true and correct copy of excerpts from the deposition
transcript of Andrew Shapiro, taken on June 6, 2016.

5. Attached as Exhibit 4 is a true and correct copy of excerpts from the deposition

transcript of Whitney Tilson, taken on May 25, 2016.

6. Attached as Exhibit 5 is a true and correct copy of excerpts from Volume IV of the
deposition transcript of James Cotter, Jr., takén on July 11, 2017.

7. Attached as Exhibit 6 is a true and correct copy of the Expert Report of Alfred
Osborne in rebuttal to Myron Steele.

8. Attached as Exhibit 7 is a true and correct copy of Minutes from the March 10,
2016 meeting of the Reading Board of Directors.

9. Attached as Exhibit 8 is a true and correct copy of excerpts from the deposition
transcript of Ellen Cotter, taken on June 16, 2016

10.  Attached as Exhibit 9 is a true and correct copy of excerpts from the deposition
transcript of Edward Kane, taken on May 2, 2016

11.  Attached as Exhibit 10 is a true and correct copy of excerpts from the deposition

transcript of Douglas McEachern, taken on May 6, 2016.
34542212 1 : TA5631
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I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct, and that I executed this declaration on December 5, 2017, at

Los Angeles, California.

34542212

Shoshana E. Bannett
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CERTIFICATE OF SERVICE

Pursuant to Nev. R. Cir. P. 5(b)(2)(D) and E.D.C.R. 8.05, I certify that on this day, I
caused a true and correct copy of the forgoing DECLARATION OF SHOSHANA E.
BANNETT IN SUPPORT OF DEFENDANT WILLIAM GOULD’S SUPPLEMENTAL
REPLY IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT to be filed and
served via the Court’s Wiznet E-Filing system. The date and time of the electronic proof of
service is in pl'éce of the date and place of deposit in the mail.

DATED this _5“‘_ day of December, 2017.

Hoklin Aol

EMPLOYEE
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Myron Steele - 10/19/2016

EIGHTH JUDICIAL DISTRICT COURT

CLARK COUNTY, NEVADA

JAMES COTTER, JR., derivatively
on behalf of Reading International,
Inc.,

Plaintiff,

vs.
MARGARET COTTER, ELLEN COTTER,
GUY ADAMS, EDWARD KANE, DOUGLAS
McEACHERN, TIMOTHY STOREY, WILLIAM
@GOULD, JUDY CODDING, MICHAEL
WROTNIAK, and DOES 1 through 100,
inclusive,

Defendants,

and
READING INTERNATIONAL, INC.,
a Nevada corporation,

Nominal Defendant.

(CAPTION CONTINUED ON NEXT PAGE.)

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

Case No.
A-15-719860-B

Case No.
P-14-082942-K

VIDEOTAPED DEPOSITION OF MYRON STEELE

Philadelphia, Pennsylvania
Wednesday, October 19, 2016

Reported by:
Susan Marie Migatz, RMR, CRR
JOB No. 2463323

PAGES 1 - 185
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Myron Steele - 10/19/2016

then skimming his deposition, I reached the
conclusion that I could find insufficient facts to
suggest to me there was a reasonable doubt about his
independence or his disinterestedness. So his
deposition as a result became less important to me.

Q. But separate and apart from
disinterestedness or a lack of independence, were
you or are you offering any opinion as to whether
Mr. Gould might have breached a fiduciary duty?.

A. I am not.

Q. All right. And so that -- that's
what I wanted to get to next.

In terms of your report -- and I
first thought it was an oversight, but now from your
testimony, I'm beginning to think it was
intentional -- on Page 2, if you look at 441, you
define "defendants" to be the various individuals

stated there, but it doesn't include Mr. Could.

A. It does mnot.

Q. And that was on purpose.

A. Yes.

Q. All right. And then in terms of each

of the opinions that you prévided in this report,
those opinions only apply to the defendants as you

defined them and they do not apply to Mr. Gould.

Page 149
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Myron Steele - 10/19/2016

A, That's correct.
Q. All right. This could be shorter

than I thought.

A. I knew I was answering that question’
correctly.
0. I thought -- I honestly did think it

might have been an oversight, but I'm glad you
corrected that for me.

Now, hang on.

And to be clear, and this is what
I -- I think you did cover this with Mr. Searcy --
that based on your review of the Complaint, based on
the various depositions you reviewed, you saw no
evidence that supports the conclusion that, in fact,

Mr. Gould was not independent and was interested?

A, Yeah. And -- and let --
Q. Is that true?
A. Well, the way you phrased it causes

me difficulty in answering it because what I've
tried to do both in the report and here today is
develop the Delaware two-step analysis.

In the first step, if there are no

facts sufficiently pleaded to suggest a lack of

independence and interest -- in -- interestedness,
then you get -- don't go to the next inguiry and
Page 150
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Myron Steele - 10/19/2016

reach any decision about whether there was a breach
of fiduciary duty because they get the benefit of
the business judgment rule.

So there's no reason for me to carry
the analysis of Mr. Gould any farther than that. So
I reached no opinion about whether he breached his
fiduciary duty or mot. I just say the pleadings
don't support the second step.

Q. Okay. And so -- and when you say
"the pleadings," what you did is you accepted each
of the pleadings -- I'm sorry -- you accepted the
allegations of the pleadings as true-in forming your
opinion about Mr. Gould.

MR. KRUM: Well, objection;
migscharacterizes the testimony.

THE WITNESS: I -- I don't accept the
pleadings as true or false. 1It's
sufficiency to give rise to whether or not
there is a reasonable doubt about an
individual's independence or
disinterestedness. That's all I say.

BY MR. RHOW:
Q. Okay. -All right. Now, one of the
things that was mentioned earlier was this concept

of preventing familial disputes. I domn't know if

Page 151
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Myron Steele - 10/19/2016

CERTIFICATE

I do hereby certify that I am a Notary
Public in good standing; that the aforesaid
testimony was taken before me, pursuant to notice,
at the time and place indicated; that said deponent
was by me duly sworn to tell the truth, the whole
truth, and nothing but the truth; that the testimony
of said deponent was correctly recorded in machine
shorthand by me and thereafter transcribed under my
supervision with computer-aided transcription; that
the deposition is a true and correct record of the
testimony given by the witness; and that I am
neither of counscsel nor kin to any party in said

action, nor interested in the outcome thereof.

WITNESS my hand and official seal this 2nd

day of November, 2016.

Susan Marie Migatz

Notary Public
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JONATHAN GLASER 06/01/2016

EIGHTH JUDICIAL DISTRICT COURT
CLARK COUNTY, NEVADA

JAMES COTTER, JR., derivatively
on behalf of Reading Internatiomnal,
Inc.,

Plaintiff,

vs. Case No.

MARGARET COTTER, ELLEN COTTER, A-15-719860-B
GUY ADAMS, EDWARD KANE, DOUGLAS
McEACHERN, TIMOTHY STOREY,
WILLIAM GOULD, JUDY CODDING,
MICHAEL WROTNIAK, and DOES 1
through 100, inclusive,
Defendants.

and
READING INTERNATIONAL, INC.,

a Nevada corporation,
Nominal Defendant.

(CAPTION CONTINUED ON NEXT PAGE.)

VIDEOTAPED DEPOSITION OF JONATHAN GLASER
Los Angeles, California
Wednesday, June 1, 2016

Reported by:

JANICE SCHUTZMAN, CSR No. 9509
Job No. 2312217

Pages 1 - 293
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JONATHAN GLASER

06/01/2016

Reading -- "of RDI."
Does that refresh your recollection that

that's, in fact, what you're still asking for?

A. It is still in there.

Q. But is it your understanding that you're
not actually seeking that?

AT That's correct.

0. Wag that a decision that was made by you

and Mr. Tilson that that was not something you were

seeking?
A. Yes.
Q. Describe for me how that decision was made.
A. I don't recall exactly. It's a body of

thought that's emerged over the course of the last
few months.

Q. And what was that decision based on,
generally? Why did you originally think that was
something you wanted but now you think that that's
not something you want?

A. I guess I'd just say it's not a high
priority, that I'm personally comfortable with Ellen
as CEO or a third party. It's not -- it's just not
a high priority to put Jim, Jr. back. And I'm not
opining on whether he's a good CEO or not a good

CEO. I don't know. But in the scope of what we're

Page 156
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JONATHAN GLASER 06/01/2016

what was going on.
Q. Bill Gould, is he independént?
A, I believe so.

Q. and why do you believe Bill Gould was

independent? 02:34PM
A. I believe I've -- well, relying on counsel.
From what I understand, he also seems to be -- have

had, you know, a level head in thig mess.

Q. Okay. Can you think of specific instances
that exhibited what you're describing as a level 02:34PM
head?

A. At the moment, I can't.

Q. Judy Codding, do you believe she was --

she's independent?
A. No. 02:34PM
0. Why not?
A. Because I believe she was appointed at a
time when they couldn't -- because of all -- what's
célled the noise going on, that it was probably
difficult to find the best possible directors. I'm 02:35FPM
not sure anybody would want to step into this mess.
I believed Judy Codding is a personal
friend of either Ellen or Margaret's, and so I don't
think she's independent. I'm not saying she's not

qualified. I don't think she's independent. 02:35PM
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JONATHAN GLASER 06/01/2016
cover.
Q. Okay. And then, just so we're clear,

looking at pages, say, 117 and 118, after each line
there's a number which indicates -- I believe on
these pages at least, indicates the number of

options or shares.

A. Yes.

Q. Then there's the code name for the company,
RDT.

A. Yeah.

Q. And what'!'s the number --

A. That's prob- --

Q. -~ and the letters that follow?.
A. That's probably a security ID number. So
that's -- that, I'm guessing, is an ID number for

the contract, for the specific options contract.

Q. And doeg that include all the way into the
letters that end --

A. Yeah. And then they -- where you see PCMJ
or JMG or Glaser, that would be the account that it
goes into.

Q. You said at one point that you would not
fire Ellen Cotter. Why not?

A. I don't have any evidence that she's not a

good CEO. I -- in fact, I told -- when the

04:17PM

04:17PM

04 :17PM

04:17PM

04 :18PM
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JONATHAN GLASER

06/01/2016

search -- CEO search was concluded and they
announced Ellen was becoming the permanent CEQO, one,
I was not in the least bit surprised and, two, I
told Andrzej in the conversation I had with him that
I was not necessarily troubled 5y that either.

Q. Did you say to Andrzej, the CFO, why you
were not troubled by that?

A. I don't recall, no.

Q. Why weren't you troubled by that?

A. I recognize, one, the difficulty of finding
anybody else, particularly with the circus going on;
and, two, I think she knows the company pretty well,
has been there a long time, probably learned the
business from her dad.

So I'm not convinced that there's some
knight in shining armor out there to come in and be,
you know, a great -- you know, a much bettexr CEO of
this company. I'm ckay with Ellen.

0. Did you -- I believe you indicated that you
spoke to someone on behalf of Pico --

A. Yes.

Q. -- Pico Holdings?

A. Yeah.

Q. Do you recall -- you don't remember who the

name was?
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2015-06-12 Complaint I JA1-JA29
2015-06-16 | AOS William Gould I JA30-JA31
2015-06-18 | Amended AOS — Timothy Storey I JA32-JA33
2015-06-18 | Amended AOS - Guy Adams I JA34-JA35
2015-06-18 | Amended AOS - Edward Kane I JA36-JA37
2015-06-18 | Amended AQOS - Ellen Cotter I JA38-JA39
2015-06-18 | Amended AOS - RDI I JA40-JA41
2015-06-18 émended AQS - Margaret I JA42-TA43
otter
2015-06-18 | Amended AOS - Douglas
McEachern 5 I JA44-JA45
2015-10-22 Eirst Amended Verified I JA46-TA95
omplaint
2015-11-10 | Scheduling Order and Order
Setting Civil Jury Trial, Pre-Trial I JA96-JA99
Conference and Calendar Call
2016-03-14 | Answer to First Amended
Complaint filed by Margaret
Cotter, Ellen Cotter, Douglas I JA100-JA121
McEachern, Guy Adams, and
Edward Kane
2016-03-29 Reading International, Inc.
(“RDI”)'s Answer to James J.
Cotter, Jr.'s First Amended I JA122-JA143
Complaint
2016-04-05 | Judy Codding and Michael
Wrotniak's Answer to First I JA144-JA167
Amended Complaint
2016-09-02 ?:econd Amended Verified I JA168-JA224
omplaint
2016-09-23 | Defendant William Gould's MS]
(pages 1 through 19) I JA225-JA250
2016-09-23 | Defendant William Gould's MS]J

(pages 20 through 39)

II

JA251-JA263
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2016-09-23

Appendix of Exhibits to
Defendant William Gould’s MSJ
(through Exhibit 23)

II

JA264-TA268

2016-09-23

Exhibit A — Declaration of
William Gould ISO MSJ

II

JA269-JA272

2016-09-23

Exhibit B — Declaration of
Shoshana E. Bannett ISO
William Gould’s MSJ

II

JA273-JA279

Exhibits 1-46 ISO Declaration of
Shoshana E. Bannett ISO
William Gould’s MS]J

I1, 111,
IV, vV

JA280-JA1049

2016-09-23

Individual Defendants’ Motion
for Summary Judgment (No. 1)
Re: Plaintiff's Termination and

Reinstatement Claims

V, VI,
VII,
VIII

JA1050-JA1862
(Under Seal)

2016-09-23

Individual Defendants' Motion
for Partial Summary Judgment
(No. 2) Re: The Issue of Director
Independence (“Partial MSJ No.
2//)

VIII,
IX, X

JA1863-JA2272
(Under Seal)

2016-09-23

Individual Defendants' Motion
for Partial Summary Judgment
(No. 3) On Plaintiff's Claims
Related to the Purported
Unsolicited Offer (“Partial MS]
No. 3”)

JA2273-JA2366

2016-09-23

Individual Defendants' Motion
for Partial Summary Judgment
(No. 4) On Plaintiff's Claims
Related to the Executive
Committee (“Partial MSJ] No. 4”)

JA2367-JA2477
(Under Seal)

2016-09-23

Individual Defendants' Motion
for Partial Summary Judgment
(No. 5) On Plaintiff's Claims
Related to the Appointment of
Ellen Cotter as CEO (“Partial
MSJ No. 5”)

X, XI

JA2478-JA2744
(Under Seal)
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2016-09-23

Individual Defendants' Motion
for Partial Summary Judgment
(No. 6) Re Plaintiff's Claims
Related to the Estate's Option
Exercise, the Appointment of
Margaret Cotter, the
Compensation Packages of Ellen
Cotter and Margaret Cotter, and
the Additional Compensation to
Margaret Cotter and Guy
Adams (“Partial MSJ No. 6”)

XI, XII,
XIII,
XIV

JA2745-]A3275
(Under Seal)

2016-09-23

Plaintiff James Cotter Jr.’s
Motion for Partial Summary
Judgment

X1V

JA3276-JA3310

2016-09-23

Declaration of James J. Cotter,
Jr., ISO James J. Cotter Jr.’s
Motion for Partial Summary
Judgment

XIV

JA3311-JA3315

2016-09-23

Appendix of Exhibits and Table
of Contents re Declaration of
James J. Cotter, Jr., ISO James ]J.
Cotter Jr.”s Motion for Partial
Summary Judgment

X1V

JA3316-JA3318

2016-09-23

Exhibits 1-46 ISO Declaration of
James J. Cotter, Jr., ISO James J.
Cotter Jr.”s Motion for Partial
Summary Judgment

X1V,
XV

JA3319-JA3726
(Under Seal)

2016-10-03

RDI’s Joinder to Individual
Defendants’ Partial MSJ No. 1

XV

JA3725-JA3735

2016-10-03

RDI’s Joinder to the Individual
Defendants” MSJ No. 2 re The
Issue of Director Independence

XV,
XVI

JA3736-JA3757

2016-10-03

RDI’s Joinder to the Individual
Defendants” MSJ No. 4 re
Plaintiff’s Claims Related to The
Executive Committee

XVI

JA3758-JA3810

2016-10-13

Individual Defendants’
Opposition to Plaintiff James J.
Cotter Jr.”s Motion for Partial
Summary Judgment

XVI

JA3811-JA3846
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2016-10-23

Declaration of Counsel Noah S.
Helpern ISO the Defendants’
Opposition to Plaintiff James J.
Cotter Jr.”s Motion for Partial
Summary Judgment with
Exhibits 1-18

XVI

JA3847-JA3930
(Under Seal)

2016-10-13

Plaintiff James J. Cotter, Jr.'s
Opposition to Individual
Defendants' Motion for Partial
Summary Judgment (No. 1) re
Plaintiff’s Termination and
Reinstatement Claims

XVI

JA3931-JA3962

2016-10-13

Plaintiff James J. Cotter, Jr.'s
Opposition to Individual
Defendants' Motion for Partial
Summary Judgment (No. 2) re
The Issue of Director
Independence

XVI

JA3963-JA3990

2016-10-13

Individual Defendants’
Opposition to Plaintiff James J.
Cotter Jr.”s Motion for Partial
Summary Judgment

XVI,
XVII

JA3991-JA4009

2016-10-13

RDI's Joinder to Individual
Defendants” Opposition to
Plaintiff’s Motion for Partial
Summary Judgment

XVII

JA4010-JA4103

2016-10-13

Plaintiff James J. Cotter Jr.'s
Opposition to Defendant
Gould's Motion for Summary
Judgment

XVII

JA4104-JA4140

2016-10-17

Appendix of Exhibits ISO
Plaintiff James J. Cotter, Jr.'s
Opposition to Individual
Defendants' Motion for Partial
Summary Judgment (No. 1) re
Plaintiff’s Termination and
Reinstatement Claims

XVII,
XVIII

JA4141-JA4328
(Under Seal)
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2016-10-17

Appendix of Exhibits ISO
Plaintiff James J. Cotter, Jr.'s
Opposition to Individual
Defendants' Motion for Partial
Summary Judgment (No. 2) re:
The Issue of Director
Independence

XVIII,
XIX

JA4329-JA4507
(Under Seal)

2016-10-17

Appendix of Exhibits ISO Cotter,
Jr.'s Opposition to Gould's MS]

XIX

JA4508-] A4592
(Under Seal)

2016-10-21

Individual Defendants” Reply
ISO of their Partial MSJ No. 1

XIX

JA4593-JA4624

2016-10-21

Reply ISO Individual
Defendants” Motion for Partial
Summary Judgment (No. 2) re
the Issue of Director
Independence

XIX

JA4625-JA4642

2016-10-21

RDI Reply ISO Individual
Defendants” MSJ No. 1

XIX

JA4643-JA4652

2016-10-21

RDI Reply ISO Individual
Defendants” MSJ No. 2

XIX

JA4653-JA4663

2016-10-21

RDI’s Reply ISO William
Gould’s MSJ

XIX

JA4664-TA4669

2016-10-21

Defendant William Gould’s
Reply ISO Motion for Summary
Judgment (including decl. and
exhibits)

XIX

JA4670-JA4695

2016-10-21

Declaration of Shoshana E.
Bannett ISO Defendant William
Gould’s Reply ISO MS]J

XIX

JA4696-JA4737

2016-10-26

Individual Defendants’
Objections to the Declaration of
James J. Cotter, Jr. Submitted in
Opposition to all Individual
Defendants” Motions for Partial
Summary Judgment

XX

JA4738-JA4749

2016-11-01

Transcript of Proceedings re:
Hearing on Motions, October 27,
2016

XX

JA4750-JA4904

2016-12-20

RDI’s Answer to Plaintiff's
Second Amended Complaint

XX

JA4905-JA4930
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2016-12-21

Order Re Individual Defendants'
Partial MSJ Nos. 1-6 and MIL to
Exclude Expert Testimony

XX

JA4931-JA4934

2016-12-22

Notice of Entry of Order on
Partial MSJ Nos. 1-6 and MIL to

Exclude Expert Testimony

XX

JA4935-JA4941

2016-10-04

1st Amended Order Setting Civil
Jury Trial, Pre-Trial Conference,
and Calendar Call

XX

JA4942-A4945

2017-11-09

Individual Defendants’
Supplement to Partial MS] Nos.
1,2,3,5, and 6

XX,
XXI

JA4946-JA5000
(Under Seal)

2017-11-27

Transcript of 11-20-2017 Hearing
on Motion for Evidentiary
Hearing re Cotter, Jr., Motion to
Seal EXs 2, 3 and 5 to James
Cotter Jr.'s MIL No. 1

XXI

JA5001-JA5020

2017-11-28

Individual Defendants” Answer
to Plaintiff's Second Amended
Complaint

XXI

JA5021-JA5050

2017-12-01

Request For Hearing On
Defendant William Gould's
Previously-Filed MS]

XXI

JA5051-JA5066

2017-12-01

Cotter Jr.’s Supplemental
Opposition to Partial MSJ Nos. 1
and 2 and Gould MS]J

XXI

JA5067-JA5080

2017-12-01

Declaration of Akke Levin ISO
SUPP OPPS to Motions for
Summary Judgment Nos. 1 and
2 and Gould Summary
Judgment

XXI

JA5081-JA5091

2017-12-01

Plaintift’s Supplemental OPPS to
MSJ Nos. 2 and 5 and Gould

Summary Judgment Motion

XXI

JA5092-JA5107

2017-12-01

Declaration of Akke Levin ISO
Plaintiff’s Supplemental OPPS to
MS]J Nos. 2 and 5 and Gould
Summary Judgment Motion

XXI

JA5108-JA5225
(Under Seal)
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2017-12-01

Plaintiff’s Supplemental OPPS to
MMSJ Nos. 2 and 6 and Gould

Summary Judgment Motion

XXI

JA5226-JA5237

2017-12-01

Declaration of Akke Levin ISO
Plaintiff’s Supplemental OPPS to
MSJ Nos. 2 and 6 and Gould
Summary Judgment Motion

XXII

JA5238-JA5285

2017-12-01

Plaintiff James Cotter Jr’s
Supplemental Opposition to So-
Called Summary Judgment
Motions Nos. 2 and 3 and Gould
Summary Judgment Motion

XXII

JA5286-JA5306

2017-12-01

Declaration of Akke Levin ISO
Plaintiff James Cotter Jr’s
Supplemental Opposition to So-
Called Summary Judgment
Motions Nos. 2 and 3 and Gould
Summary Judgment Motion

XXII,
XXIII

JA5307-JA5612

2017-12-04

Defendant William Gould's
Supplemental Reply ISO of MSJ

XXIII

JA5613-JA5629

2017-12-05

Declaration of Shoshana E.
Bannett ISO William Gould’s
Supplemental Reply ISO MS]

XXIII,
XXIV

JA5630-JA5760

2017-12-04

Reply ISO Individual
Defendants” Renewed Motions
for Partial Summary Judgment
Nos. 1 and 2

XXIV

JA5761-JA5790

2017-12-08

Joint Pre-Trial Memorandum

XXIV

JTA5791-JA5822

2017-12-11

Transcript from December 11,
2017 Hearing on Motions for
[Partial] Summary Judgment,
Motions In Limine, and Pre-Trial
Conference

XXIV

JA5823-JA5897

2017-12-19

Cotter Jr.”s Motion for
Reconsideration or Clarification
of Ruling on Partial MSJ Nos. 1,
2 and 3 and Gould's Summary
Judgment Motion and
Application for Order
Shortening Time (“Motion for
Reconsideration”)

XXV

JA5898-JA6014
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2017-12-26

Individual Defendants'
Opposition To Plaintiff's

Motion For Reconsideration or
Clarification of Ruling on
Motions for Summary Judgment
Nos 1,2 and 3

XXV

JA6015-JA6086

2017-12-27

Gould’s Opposition to Plaintiff's
Motion for Reconsideration of
Ruling on Gould’s MSJ

XXV

JA6087-JA6091

2017-12-27

Declaration of Shoshana E.
Bannett in Support of Gould’s
Opposition to Plaintiff's Motion
for Reconsideration of Ruling on
Gould’s MSJ

XXV,
XXVI

JA6092-JA6169

2017-12-28

Order Re Individual Defendants'
Motions for Partial Summary
Judgment and Defendants’
Motions in Limine

XXVI

JA6170-JA6176

2017-12-28

Motion [to] Stay and Application
for OST

XXVI

JA6177-JA6185

2017-12-29

Transcript of 12-28-2017 Hearing
on Motion for Reconsideration
and Motion for Stay

XXVI

JA6186-JA6209

2017-12-28

Court Exhibit 1-Reading Int'],
Inc. Board of Directors Meeting
Agenda to 12-28-17 Hearing

XXVI

JA6210-JA6211
(Under Seal)

2017-12-29

Notice of Entry of Order Re
Individual Defendants' Partial
MS]Js, Gould’s Motion for
Summary Judgment, and
parties” Motions in Limine

XXVI

JA6212-JA6222

2017-12-29

Cotter Jr.’s Motion for Rule 54(b)
Certification and for Stay & OST

XXVI

JA6223-JA6237

2018-01-02

Individual Defendants'
Opposition to Plaintiff's Motion
for Rule 54(b) Certification and
Stay

XXVI

JA6238-JA6245

2018-01-03

Cotter Jr.” Reply ISO Motion for
Rule 54(b) Certification and Stay

XXVI

JA6246-JA6253
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2018-01-04

Order Granting Plaintiff's
Motion for Rule 54(b)
Certification

XXVI

JA6254-TA6256

2018-01-04

Order Denying Plaintiff's Motion
to Stay and Motion for
Reconsideration

XXVI

JA6257-JA6259

2018-01-04

The Remaining Director
Defendants” Motion for
Judgment as a Matter of Law

XXVI

JA6260-JA6292

2018-01-04

Notice of Entry of Order
Granting Plaintiff's Motion for
Rule 54(b) Certification

XXVI

JA6293-JA6299
(Under Seal)

2018-01-04

Notice of Entry of Order
Denying Plaintiff's Motion to
Stay and Motion for
Reconsideration

XXVI

JA6300-JA6306

2018-01-05

Transcript of January 4, 2018
Hearing on Plaintiff's Motion for
Rule 54(b) Certification

XXVI

JA6307-JA6325

2018-02-01

Notice of Appeal

XXVI

JA6326-TA6328




JOINT APPENDIX IN SUPPORT OF APPELLANT’S OPENING BRIEF

ALPHABETICAL INDEX

Date Description Vol. # Page Nos.
2016-10-04 1st Amended Order Setting Civil

Jury Trial, Pre-Trial Conference, XX | JA4942-A4945

and Calendar Call
2015-06-18 | Amended AOS - Douglas

McEachern 5 I JA44-JA4S
2015-06-18 | Amended AOS - Edward Kane I JA36-JA37
2015-06-18 | Amended AQOS - Ellen Cotter I JA38-JA39
2015-06-18 | Amended AOS - Guy Adams I JA34-JA35
2015-06-18 ég;f;ded AQS - Margaret I JA42-TA43
2015-06-18 | Amended AQOS - RDI I JA40-JA41
2015-06-18 | Amended AQOS — Timothy Storey | JA32-JA33
2016-03-14 | Answer to First Amended

Complaint filed by Margaret

Cotter, Ellen Cotter, Douglas I JA100-JA121

McEachern, Guy Adams, and

Edward Kane
2015-06-16 | AOS William Gould | JA30-JA31
2016-09-23 | Appendix of Exhibits and Table

of Contents re Declaration of

James J. Cotter, Jr., ISO James J. XIV | JA3316-JA3318

Cotter Jr.”s Motion for Partial

Summary Judgment
2016-10-17 | Appendix of Exhibits ISO Cotter, xpx | JA4508-JA4592

Jr.'s Opposition to Gould's MSJ (Under Seal)
2016-10-17 | Appendix of Exhibits ISO

Plaintiff James J. Cotter, Jr.'s

Opposition to Individual

D}e)f};ndants' Motion for Partial i\\;gi {éiailr_gz;%%

Summary Judgment (No. 1) re
Plaintiff’s Termination and
Reinstatement Claims
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2016-10-17

Appendix of Exhibits ISO
Plaintiff James J. Cotter, Jr.'s
Opposition to Individual
Defendants' Motion for Partial
Summary Judgment (No. 2) re:
The Issue of Director
Independence

XVIII,
XIX

JA4329-JA4507
(Under Seal)

2016-09-23

Appendix of Exhibits to
Defendant William Gould’s MS]J
(through Exhibit 23)

II

JA264-JA268

2015-06-12

Complaint

TAT-JA29

2018-01-03

Cotter Jr.” Reply ISO Motion for
Rule 54(b) Certification and Stay

XXVI

JA6246-TA6253

2017-12-19

Cotter Jr.”s Motion for
Reconsideration or Clarification
of Ruling on Partial MSJ Nos. 1,
2 and 3 and Gould's Summary
Judgment Motion and
Application for Order
Shortening Time (“Motion for
Reconsideration”)

XXV

JA5898-JA6014

2017-12-29

Cotter Jr.”s Motion for Rule 54(b)
Certification and for Stay & OST

XXVI

JA6223-JA6237

2017-12-01

Cotter Jr.’s Supplemental
Opposition to Partial MSJ Nos. 1
and 2 and Gould MSJ

XXI

JA5067-JA5080

2017-12-28

Court Exhibit 1-Reading Int'],
Inc. Board of Directors Meeting
Agenda to 12-28-17 Hearing

XXVI

JA6210-JA6211
(Under Seal)

2017-12-01

Declaration of Akke Levin ISO
Plaintiff James Cotter Jr’s
Supplemental Opposition to So-
Called Summary Judgment
Motions Nos. 2 and 3 and Gould
Summary Judgment Motion

XXII,
XXIII

JA5307-JA5612

2017-12-01

Declaration of Akke Levin ISO
Plaintift’s Supplemental OPPS to
MS]J Nos. 2 and 5 and Gould
Summary Judgment Motion

XXI

JA5108-JA5225
(Under Seal)
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2017-12-01

Declaration of Akke Levin ISO
Plaintiff’s Supplemental OPPS to
MS]J Nos. 2 and 6 and Gould
Summary Judgment Motion

XXII

JA5238-JA5285

2017-12-01

Declaration of Akke Levin ISO
SUPP OPPS to Motions for
Summary Judgment Nos. 1 and
2 and Gould Summary
Judgment

XXI

JA5081-JA5091

2016-10-23

Declaration of Counsel Noah S.
Helpern ISO the Defendants’
Opposition to Plaintiff James J.
Cotter Jr.”s Motion for Partial
Summary Judgment with
Exhibits 1-18

XVI

JA3847-JA3930
(Under Seal)

2016-09-23

Declaration of James J. Cotter,
Jr., ISO James J. Cotter Jr.’s
Motion for Partial Summary
Judgment

XIV

JA3311-JA3315

2017-12-27

Declaration of Shoshana E.
Bannett in Support of Gould’s
Opposition to Plaintiff's Motion
for Reconsideration of Ruling on
Gould’s MSJ

XXV,
XXVI

JA6092-JA6169

2016-10-21

Declaration of Shoshana E.
Bannett ISO Defendant William
Gould’s Reply ISO MSJ

XIX

JA4696-JA4737

2017-12-05

Declaration of Shoshana E.
Bannett ISO William Gould’s
Supplemental Reply ISO MS]

XXIII,
XXIV

JA5630-JA5760

2016-10-21

Defendant William Gould’s
Reply ISO Motion for Summary
Judgment (including decl. and
exhibits)

XIX

JA4670-JA4695

2016-09-23

Defendant William Gould's MS]
(pages 1 through 19)

JA225-JA250

2016-09-23

Defendant William Gould's MS]J
(pages 20 through 39)

II

JA251-JA263

2017-12-04

Defendant William Gould's
Supplemental Reply ISO of MS]

XXIII

JA5613-JA5629
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2016-09-23

Exhibit A — Declaration of
William Gould ISO MS]J

II

JA269-JA272

2016-09-23

Exhibit B — Declaration of
Shoshana E. Bannett ISO
William Gould’s MSJ

II

JA273-JA279

2016-09-23

Exhibits 1-46 ISO Declaration of
James J. Cotter, Jr., ISO James J.
Cotter Jr.”s Motion for Partial
Summary Judgment

X1V,
XV

JA3319-JA3724
(Under Seal)

Exhibits 1-46 ISO Declaration of
Shoshana E. Bannett ISO
William Gould’s MSJ

I1, I1I,
IV, vV

JA280-JA1049

2015-10-22

First Amended Verified
Complaint

JA46-TA95

2017-12-27

Gould’s Opposition to Plaintiff's
Motion for Reconsideration of
Ruling on Gould’s MSJ

XXV

JA6087-JA6091

2016-09-23

Individual Defendants' Motion
for Partial Summary Judgment
(No. 2) Re: The Issue of Director
Independence (“Partial MSJ No.
2//)

VIII,
IX, X

JA1863-JA2272
(Under Seal)

2016-09-23

Individual Defendants' Motion
for Partial Summary Judgment
(No. 3) On Plaintiff's Claims
Related to the Purported
Unsolicited Offer (“Partial MS]
No. 3”)

JA2273-JA2366

2016-09-23

Individual Defendants' Motion
for Partial Summary Judgment
(No. 4) On Plaintiff's Claims
Related to the Executive
Committee (“Partial MSJ No. 4”)

JA2367-] A2477
(Under Seal)

2016-09-23

Individual Defendants' Motion
for Partial Summary Judgment
(No. 5) On Plaintiff's Claims
Related to the Appointment of
Ellen Cotter as CEO (“Partial
MSJ No. 5”)

X, XI

JA2478-JA2744
(Under Seal)
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2016-09-23

Individual Defendants' Motion
for Partial Summary Judgment
(No. 6) Re Plaintiff's Claims
Related to the Estate's Option
Exercise, the Appointment of
Margaret Cotter, the
Compensation Packages of Ellen
Cotter and Margaret Cotter, and
the Additional Compensation to
Margaret Cotter and Guy
Adams (“Partial MSJ No. 6”)

XI, XII,
XIII,
XIV

JA2745-]A3275
(Under Seal)

2017-12-26

Individual Defendants'
Opposition To Plaintiff's
Motion For Reconsideration or
Clarification of Ruling on

Motions for Summary Judgment
Nos 1,2 and 3

XXV

JA6015-JA6086

2018-01-02

Individual Defendants'
Opposition to Plaintiff's Motion
for Rule 54(b) Certification and
Stay

XXVI

JA6238-JA6245

2017-11-28

Individual Defendants” Answer
to Plaintiff's Second Amended
Complaint

XXI

JA5021-JA5050

2016-09-23

Individual Defendants” Motion
for Summary Judgment (No. 1)
Re: Plaintiff's Termination and

Reinstatement Claims

V, VI,
VII,
VIII

JA1050-JA1862
(Under Seal)

2016-10-26

Individual Defendants’
Objections to the Declaration of
James J. Cotter, Jr. Submitted in
Opposition to all Individual
Defendants” Motions for Partial
Summary Judgment

XX

JA4738-JA4749

2016-10-13

Individual Defendants’
Opposition to Plaintiff James J.
Cotter Jr.”s Motion for Partial
Summary Judgment

XVI

JA3811-JA3846
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2016-10-13

Individual Defendants’
Opposition to Plaintiff James ]J.
Cotter Jr.”s Motion for Partial
Summary Judgment

XVIJ,
XVII

JA3991-JA4009

2016-10-21

Individual Defendants” Reply
ISO of their Partial MSJ No. 1

XIX

JA4593-JA4624

2017-11-09

Individual Defendants’
Supplement to Partial MS] Nos.
1,2,3,5, and 6

XX,
XXI

JA4946-]JA5000
(Under Seal)

2017-12-08

Joint Pre-Trial Memorandum

XXIV

JA5791-JA5822

2016-04-05

Judy Codding and Michael
Wrotniak's Answer to First
Amended Complaint

I

JA144-JA167

2017-12-28

Motion [to] Stay and Application
for OST

XXVI

JA6177-JA6185

2018-02-01

Notice of Appeal

XXVI

JA6326-TA6328

2018-01-04

Notice of Entry of Order
Denying Plaintiff's Motion to
Stay and Motion for
Reconsideration

XXVI

JA6300-JA6306

2018-01-04

Notice of Entry of Order
Granting Plaintiff's Motion for
Rule 54(b) Certification

XXVI

JA6293-JA6299
(Under Seal)

2016-12-22

Notice of Entry of Order on

Partial MSJ Nos. 1-6 and MIL to
Exclude Expert Testimony

XX

JA4935-JA4941

2017-12-29

Notice of Entry of Order Re
Individual Defendants' Partial
MSJs, Gould’s Motion for
Summary Judgment, and
parties’ Motions in Limine

XXVI

JA6212-JA6222

2018-01-04

Order Denying Plaintiff's Motion
to Stay and Motion for
Reconsideration

XXVI

JA6257-JA6259

2018-01-04

Order Granting Plaintiff's
Motion for Rule 54(b)
Certification

XXVI

JA6254-JA6256

2017-12-28

Order Re Individual Defendants'
Motions for Partial Summary
Judgment and Defendants’
Motions in Limine

XXVI

JA6170-JA6176
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Date

Description

Vol. #

Page Nos.

2016-12-21

Order Re Individual Defendants'
Partial MSJ Nos. 1-6 and MIL to
Exclude Expert Testimony

XX

JA4931-JA4934

2016-09-23

Plaintiff James Cotter Jr.’s
Motion for Partial Summary
Judgment

X1V

JA3276-JA3310

2017-12-01

Plaintiff James Cotter Jr’s
Supplemental Opposition to So-
Called Summary Judgment
Motions Nos. 2 and 3 and Gould
Summary Judgment Motion

XXII

JA5286-JA5306

2016-10-13

Plaintiff James J. Cotter Jr.'s
Opposition to Defendant
Gould's Motion for Summary
Judgment

XVII

JA4104-JA4140

2016-10-13

Plaintiff James J. Cotter, Jr.'s
Opposition to Individual
Defendants' Motion for Partial
Summary Judgment (No. 1) re
Plaintiff’s Termination and
Reinstatement Claims

XVI

JA3931-JA3962

2016-10-13

Plaintiff James J. Cotter, Jr.'s
Opposition to Individual
Defendants' Motion for Partial
Summary Judgment (No. 2) re
The Issue of Director
Independence

XVI

JA3963-JA3990

2017-12-01

Plaintiff’s Supplemental OPPS to

MMSJ Nos. 2 and 6 and Gould
Summary Judgment Motion

XXI

JA5226-JA5237

2017-12-01

Plaintift’s Supplemental OPPS to
MSJ Nos. 2 and 5 and Gould

Summary Judgment Motion

XXI

JA5092-JA5107

2016-10-21

RDI Reply ISO Individual
Defendants” MSJ No. 1

XIX

JA4643-JA4652

2016-10-21

RDI Reply ISO Individual
Defendants” MSJ No. 2

XIX

JA4653-JA4663

2016-12-20

RDI’s Answer to Plaintiff's
Second Amended Complaint

XX

JA4905-JA4930

2016-10-03

RDI’s Joinder to Individual
Defendants’ Partial MSJ No. 1

XV

JA3725-JA3735
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2016-10-03

RDI’s Joinder to the Individual
Defendants” MSJ No. 2 re The
Issue of Director Independence

XV,
XVI

JA3736-JA3757

2016-10-03

RDI’s Joinder to the Individual
Defendants” MSJ No. 4 re
Plaintiff’s Claims Related to The
Executive Committee

XVI

JA3758-JA3810

2016-10-21

RDI’s Reply ISO William
Gould’s MSJ

XIX

JA4664-TA4669

2016-10-13

RDI's Joinder to Individual
Defendants” Opposition to
Plaintiff’s Motion for Partial
Summary Judgment

XVII

JA4010-JA4103

2016-03-29

Reading International, Inc.
(“RDI"”)'s Answer to James ]J.
Cotter, Jr.'s First Amended
Complaint

JA122-JA143

2016-10-21

Reply ISO Individual
Defendants” Motion for Partial
Summary Judgment (No. 2) re
the Issue of Director
Independence

XIX

JA4625-JA4642

2017-12-04

Reply ISO Individual
Defendants” Renewed Motions

for Partial Summary Judgment
Nos. 1 and 2

XXIV

JA5761-JA5790

2017-12-01

Request For Hearing On
Defendant William Gould's
Previously-Filed MS]

XXI

JA5051-JA5066

2015-11-10

Scheduling Order and Order
Setting Civil Jury Trial, Pre-Trial
Conference and Calendar Call

JA96-JA99

2016-09-02

Second Amended Verified
Complaint

JA168-JA224

2018-01-04

The Remaining Director
Defendants” Motion for
Judgment as a Matter of Law

XXVI

JA6260-JA6292
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2017-12-11

Transcript from December 11,
2017 Hearing on Motions for
[Partial] Summary Judgment,
Motions In Limine, and Pre-Trial
Conference

XXIV

JA5823-JA5897

2017-11-27

Transcript of 11-20-2017 Hearing
on Motion for Evidentiary
Hearing re Cotter, Jr., Motion to
Seal EXs 2, 3 and 5 to James
Cotter Jr.'s MIL No. 1

XXI

JA5001-JA5020

2017-12-29

Transcript of 12-28-2017 Hearing
on Motion for Reconsideration
and Motion for Stay

XXVI

JA6186-JA6209

2018-01-05

Transcript of January 4, 2018
Hearing on Plaintiff's Motion for
Rule 54(b) Certification

XXVI

JA6307-JA6325

2016-11-01

Transcript of Proceedings re:
Hearing on Motions, October 27,
2016

XX

JA4750-J A4904
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public company. Notwithstanding, the grandchildren are the only bencficiaries of the Voting
Trust and their interest is the only interest that counts. |

5. This conflicl necessitates immediate relief. Palton Vision's principal has recently
stated in the press that he is willing to consider a higher offer for RDI if “a valuation path that is
greater than our offer that makes sense,” but that “other opportunities are presenting themselves,
and we’re going to proceed where we can execute.” 2 1n other words, time is of the essence.

6. For these reasons, Jim Jr. respectfully requests that this Court appoint an
independent trustee adl /item with full authority to consider the Offer, engage in the due diligence
necessary to do 80, negotiate if the interim trustee decms appropriate and take all actions necessary
and appropriate to consummate a transaction in the trustee’s reasonable judgment and discretion.

IL JURISDICTIONAL ALLEGATIONS

7. Jim Jr. is a co-trustee of the Trust under the 2014 Amendment, a beneficiary under
both the 2014 Amendment and the 2013 complele restatement of the Trust (the “2013 Trust™),
and an interested person as defined in Section 48 of the Probate Code. Jim Ir. therefore has
standing to bring this Petition. Prob. Code §§ 1310, subd. (b), 15642, subd. (e), 17206.

8. Margaret and Ellen are co-trustees under the 2014 Amendment with Jim Jr. (and
WOL.lld be sole trustees of the 2013 Trust if the 2014 Amendment were invalidated). Ellen resides
in this County. Margaret resides in New York, New York.

9. The Trust is administered in this County and all three co-trustees have invoked the
jurisdiction of this Court on that basis in various other petitions in this proceeding. This Court has
jurisdiction over Jim Jr.’s Petition, which concerns the internal affairs of the Trust, pursuant to
California Probate Code § 17000(a).

10. Venue is proper pursuant fo California Probate Code § 17005(a)(1), because the
principal place of the Trust’s administration is in Los Angeles County.

IfI. FACTUAL ALLEGATIONS

A. The Grandechildren’s Interest In The RDI Voting Stock.

11.  Pending litigation will determine which provisions of which Trust instrument

govern. But under either the 2014 Amendment or the 2013 Trust, Jim Sr.’s RDI voting stock is to

SMRI:480680547.8 3. JA5488
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be distributed to a sub-trust for the ultimate benefil of Jim Sr.’s grandchildren titled the Reading
Voting Trust. Under the terms of the 2014 Amendment, but not the 2013 Trust, Margaret, Ellen
and Jim Jr. have what amounts to a theoretical income interest in part of the Reading Voting Trust
for some period of time. Margaret, Ellen and Jim Jr. have no interest whatever in the Reading
Voting Trust if the 2013 Trust governs and the 2014 Amendment is invalid. The Voling Trust
under the 2014 Amendment would be divided into a generation skipping transfer tax (“GST")
exempt share and a non-GST exempt share, Only under the 2014 Amendment, Margaret, Ellen.
and Tim Jr. would be entitled to discretionary payments of net income for their lifetimes from the
non-GST exempt share. The sole asset is the RDI voling stock. The only possible income would
be dividends, but RDI does not issue dividends nor is there any plan that RDI will ever issue any
dividends. Thus, this so-called income interest to part of the Voting Trust under the 2014
Amendment, if it is valid, is non-existent. 1L is merely theoretical.

12, Under the 2014 Amendment, the entire GST exempt share and the remainder of the
non-GST exempt share is to be held for the benefit of the grandchildren, If the 2014 Amendment
is found invalid and the 2013 Trust governs, the grandchildren and only the grandchildren have
any interest (the children do not even have the theoretical income interest in part as discussed
above). Under the 2013 Trus, the Reading Yoting Trust is not divided into G871 exempl and non-
exempt shares and Jim Sr.’s children have no right or interest in the Reading Voting Trust at all.
[nstead, all of the voting stock is to be held in trust for the sole benefit of Jim Sr.’s grandchildren.?

13.  Although Margare( and Ellen have no right to ownership of the RDI voting stock
under the 2013 Trust or the 2014 Amendment, they are the only ones who have benefitted from
the Trust’s RDI stock because they have used that voting stock to maintain control of RDI for

thernselves. Through thal control, they ensured the termination of Jim Jr. as CEQ, the promotion

4 The significant differcnce between the 2014 Amendment and the 2013 Trust, which has spawned
the litigation between the parties, is in the naming of successor trustees for the Trust and trustees
for the Reading Voting Trust. Under the 2014 Amendment, Ellen, Margaret and Jim Jr. are
successor co-trustees of the Trust, and Jim Jr, and Margaret are co-trustees of the Reading Voting
Trust. Whereas, under the 2013 Trust, Ellen and Margaret are the successor co-trusiees of the
Trust, and Margaret is the sole trustee of the Reading Voting Trust. In other words, the 2013 Trust
would give Margaret and Ellen sole control over RDI. 1t stands to reason that should the voting
stock sell, the litigation between the Cotter siblings may finally reach a resolution,

SMRH:480680547.8 - JA5489
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of Ellen to replace Jim Jr. as CEO, and the hiring of Margaret as an employee (she had been for
decades merely an independent consultant prior to Jim Sr.’s death). Margaret and Ellen used that
control to institute lucrative compensation arrangements for themselves. As long as Margaret and
Ellen keep the voting stock in Trust, their positions of control of RDI remain.

B, The Offer To Buy The Trust's Voting Stock

14.  The Patton Vision Offer provides the prandchildren with an opportunily Lo prohit
significantly, and to protect their inheritance from market volatility by allowing the trustee o
invest the proceeds of the sale of the voting stock in a diversified portfolio.

15. On May 31, 2016, Patton Vision wrote to Ellen, as RDI’s CEO, offering to
purchase RDI, both the voting and non-voting stock, for $17 per share, which was a significant
premium over the market price of the stock.

16.  AtalJune 2, 2016 meeting, Ellen advised RDI's Board of Directors of the Patton
Vision offer.

17. On June 23, 2016, the Board met to discuss the Patton Vision offer. Ellen gave an
oral presentation in which she concluded that the $17/share offer did not reflect RDI's true value.
Ellen and Margaret also indicated that they did not support a sale of RDI, Jim Ir, reserved
judgrment, citing insufficient information. In the end, the Board declined to hire an outside
independent investment advisor, and declined to pursue the offer. The Board indicated that one of
its factors in deciding not to pursue the Patton Vision Offer was that the Company’s controlling
shareholder, i.e., Ellen and Margare(, were nol in favor of doing so.

18,  Ellen rejected Patton Vision’s May 31, 2016 offer on September 14, 2016 without
gven attemnpting to discuss, much less negotiate, with Patton Vision.

19, Patton Vision again wrote to Ellen on September 14, 2016, reiterating its prior
offer.

20.  On October 31, 2016, Patton Vision sent letters to each member of the RDI Board.
In this letter, Patton Vision stated, “1 am requesting a meeting in person, or over the phone, to
establish a reasonable and appropriate dialogue going forward, We are concerned that the

executive leadership’s unwillingness fo engage in a dialogue with Patton Vision, will make if

SMRH:480680547.8 .5- JA5490
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impossible for the Board fo properly consider our proposal at the upcoming Board of Directors
Meeting scheduled for November 7, 2016.”
21.  Patton vision additionally explained,

You also may or may not be awate that the CEO and Board Chair of
Reading International, Inc., Ms. Ellen Cotter, despite a number of
personal written requests over nearly a five month period, has been
unwilling to meet with me and representatives of my consortium. I
have emphasized to Ms. Cotter in our correspondence that a higher
valuation for my offer may be warranted, should there be non-public
information about which I am unaware. To my knowledge, she and
the executive leadership of the Company have not appointed a
subcommittee, ot an independent committee of the Reading
International Board, to consider my offer to the level of detail that
all shareholders of the company and the offer deserves.

Certainly, it is necessary for such a material matter, such as our
offer, to be treated with respect and according to the fiduciary
responsibilities of you and your colleagues on the Reading Inter-
national, Inc. Board of Directors, Before any formal discussion of
the offer at your Board level, a detailed discussion in person is
warranted.
Please let me be very clear, and repeat that our offer is in fact a bona
fide, fully-funded, all cash ofter, that would provide your
shareholders a significant premium fo the current publicly listed
price of the company's shares.
29 The Board considered Patton Vision's newest offer on November 7, 2016. 1t still
did not engage an outside investment advisor or conduct any diligence on the Patton Vision Offer.
93, In another one-page letter dated November 10, 2016, Ellen apain dismissed out-ol-
hand Patton Vision’s proposal, based on the surface-level discussion at the Board’s November 7,
2016 meeting,
24.  On December 19, 2016, Patton Vision reached out to Ellen yet again, and increased
its offer to $18.50 per share, which again represented a significant premium.
75, Ellen did nothing substantive in respounse.

26.  Despile having received no meaningful response from RDI, Patton Vision rencwed

its offer to buy RDI [or $18.50 per share again on January 23, 2017.% This time, it directed its

5 The Offer was for RDI's voting stock and for the non-voting stock. That is of no moment here
because, according to Margaret and Ellen, the Trust’s shares of RDI non-voting stock would go to

SMRH:4B0680547.8 _ -6- JA5491
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offer not to Ellen as CEO of RDI, but to Ellen, Margaret, and Jim Jr. as co-trustecs of the Trust
under the 2014 Amendment. Patton Vision expressly offered to consider a higher sale price if one
could be justified. \

97.  Patton Vision made (he same offer lo Margarel and Ellen as the sole executors ol
Tim Sr.'s Will.§

C, The Patton Vision Offer Pits Margaret And Ltllen’s Personal Interests Against

The Interests Of The Grandchildren

28,  Margaret and Ellen have not responded to i?atton Vision's latest offer to them as
trustees and executors, and Jim Jr. is informed and believes that Margaret and Ellen have done
nothing to evaluate the Offer. In light of Ellen’s refusal to respond meaningfully to the offers
made directly 1o RDI, it stands to reason that she and Margaret will do what has been done since
May 2016; dismiss the Offer in order to preserve their control of RDL

29.  Ellen and Margaret's consistent dismissals of Patton Vision’s offers—at more than
40% over the market price for RDI's stock—puts them clearly at odds with the grandchildren-
beneficiaries of that stock, under either the 2014 Amendment or the 2013 Trust,

30.  Itis in the grandchildren’s best interests for an independent trustee ad litem to
consider objectively the Patton Vision Offer. As noted above, the grandchildren's shares of RDI

voting stock are providing them no present monetary benefit. If Patton Vision's Offer were

the James J. Cotter Foundation and it, like the grandchildren, are served by considering Patton
Vision’s above-market offer.

6 There is no dispute that Jim Sr. owned 1,123,888 shares of RDI voting stock at his death.
Because Margaret and Ellen have refused to marshal Trust assets, 427,808 shares of Jim Sr.’s
voling stock are being administered in the probate estate and 696,080 shares arc. currenily held in
the Trust.

71t should be noted thal Margarel and Ellen previously objected to the appointment ol an
independent guardian ad litem 10 represent the grandchildren’s interest in this proceeding, alleging
that the interests of Margaret and Jim Jr. are aligned with their children’s interests, such that the
expense of a guardian ad Jifem was not necessary for the Trust. As noted in the main text, there is
serious doubt as to whether Margaret’s interests align with that of her children. Moreover, as a
practical matter, Margaret and Ellen have divested Jim Jr. of any meaningful ability to represent
his children’s interests by taking the position that they alone have the right to vote the Trust’s RDI
voting stock because they constitute a majority of trustees, effectively denying any representation
to Jim Jr.’s children. Jim Jr. therefore renews his request for the appointment of a guardian ad
literm by way of a separately filed petition.

| swrrsasosars 7 JA5492
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accepted, by contrast, the Reading Voting Trust would receive more than $33 million, which could
in turn be invested in a diversified portfolio allowing the grandchildren to realize now the benefits
of their stock ownership. Moreover, the grandchildren would be a/blc to receive their inheritance
outright at age 31, instead of receiving income or principal at the discretion ol a trustee.®

31. Margaret and Ellen, by contrast, have a personal interest in maintaining control of
RDI, which gives them a present benefit, as they currently run the Company, Ellen as its CEO and
Margaret as Executive Vice President of Real Estate Management and Development-NYC, They
have shown themselves willing to act against their own pecuniary interest to maintain that control
(if they win the Trust contest, they lose tens of millions of dollars in inheritance), and there is no
reason to believe that they will put the grandchildren’s pecuniary interests above their own
personal need for control.
Iv. CLAIMS

A. Temporary Trustee with Immediate Powers Is Necessary to Prevent Injury

and Loss to the Trust

32.  Probate Code section 1310(b) provides as follows:

Notwithstanding that an appeal is taken from the judgment or order,
for the purpose of preventing injury or loss to a person or property,
the trial court may direct the exercise of the powers of the fiduciary,
or may appoint a temporary guardian or conservator of the person or
estate, or both, or a special administrator or temporary trustee, to
exercise the powers, from time to time, as if no appeal were pending.
All acts of the fiduciary pursuant to the directions of the court made
under this subdivision are valid, irrespective of the result of the
appeal. An appeal of the directions made by the court under this
subdivision shall not stay these directions.

Jim Jr. alleges that this Court should appoint a trustee ad litem with directions under Probate Code
section 1310(b) to evaluate the Patton Vision Offer and take reasonable steps to act on the Offer in

the trustee’s sole discretion.

% Jim Jr. recognizes thal it was Jim Sr.’s intent to keep RDI in the family and for all three of his
children to work together in that endeavor. However, as the years of litigation and infighting have
shown, absent a resolution by the three Cotter children to work together, which has proven
impossible, Jim Sr.’s vision cannot be fulfilled.

SMRIH:480680547.8 , _8- JA5493
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33. A trustee has a duty 1o exercise reasonable care, skill, and prudence in
administering the trust, and to do so solely in the interest of the beneficiaries Prob. Code §§
16000, 16040, subd. (a), A trustee must act impartially with all trust beneficiaries, Prob. Code §
16003, Margaret’s and Ellen's conflicts of interest and unrelenting need to control RDI, no
matter the consequences, prevent them from carrying out their fiduciary duties of loyalty, good
faith, and impartiality.

34.  Under Probate Code section 15642, subdivision (€), “[i]f it appears to the court that
trust property or the interests of a beneficiary may suffer loss or injury pending a decision on a
petition for removal ol a trusiece and any appellate review, the cowt may, on its own motion or on
petition of a cotrustee or beneficiaty...suspend the powers of the trustee to extent the court deems
necessary.” See Prob, Code § 15642, subd. (b) (“The grounds for removal of a trustee by the
court include the following: (3) Where hostility or lack of cooperation among co-trustees impairs
the administration of the trust....(4) Where the trustee Tails or declines to act....(9) For other good

cause”). Pursuant to Probate Code section 17206, the court has discretion “to make any orders

| and take any other action necessary or proper to dispose of the matters presented by the petition,

including appointment of a temporary trustee to adrmninister the trust in whole or in part.” Absent
an order under Probate Code section 1310(b), Jim Ir. requests that this Court exercise its
discretion under Probale Code section | 5642, subdivision (e) and Probate Code section 17206 to
suspend the powers of the co-trusiees with respect to the sale of RDI shares in order to prevent
Joss or injury to Trust property and to protect the interests of the beneficiaries, particularly the
Cotter grandchildren,

B,  Nomination of Andrew Wallet, Esq. as Trustee Ad Liter

15.  Given the irreconcilable conflicts of interests between Margaret and Ellen on the
one hand, and the Cotter grandchildren on the other, and the hostility between Jim Jr. and
Margaret and Ellen, which has impaired the administration of the Trust, Jim Jr. re'spectfully
nominates Andrew Wallet, Esq. to serve as trustee ad litem. Mr. Wallet has the experience and

skill to serve as a fiduciary in these circumstances. A true and correct copy of Mr. Wallet's

SMRH:4R0680547.8 0. JA5494
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curriculum vitae is atlached hereto as Exhibit 1. Mr. Wallet consents to this appointment and his

consent is attached hercto as Exhibit 2.

VI, PERSONS ENTITLED TO NOTICE

36.  The following persons are entitled to notice of this Petition (there have been no

requests for special notice):

Margaret G. Lodise, Esq.

Kenneth M. Glazier, Esq,

Douglas E. Lawson, Esq.

SACKS, GLAZIER, FRANKLIN

& LODISE LLP

150 South Grand Avenue, Suite 3500
Los Angeles, CA 90071

Attorneys for Petitioners, Ann Margarét
Cotter and Ellen Cotter

Harry P. Susman, Esq.
SUSMAN GODFREY L.L.P,
1000 Lovuisiana, Suite 5100
Houston, TX 77002

Attorneys for Petitioners, Ann Margaret
Cotter and Ellen Marie Cotter

Glenn Bridgman, Esq.

SUSMAN GODFREY L.L.P.

1901 Avenue of the Stars, Suite 250
Los Angeles, CA 90067-6029

Attorneys for Petitioners, Ann Margaret
Cotter and Ellen Marie Cotter

James J, Cotter, Jr.
311 Homewood
Los Angeles, California 90049

Adult Son; Beneficiary; Successor Co-
Trustee

Ellen Marie Cotter
20 East 74th Street, Apt, 5B
New York, NY 10021

Adult Daughter; Beneficiary; Successor Co-
Trustee; Co-Executor

Ann Margaret Cotter
120 Central Park South
Apt. 8A

New York, NY 10019

Adult Daughter;, Beneficiary; Successor Co-
Trustee; Co-Executor

Duffy James Drake
120 Central Park South
Apt. 8A

New York, NY 10019

Minor Grandson; Beneficiary

SMRI4:480680347.8
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Margot James Drake Cotter
120 Central Park South
Apt. BA

New York, NY 10019

Minor Granddaughter; Beneficiary

Sophia L. Cotter
311 Homewood
Los Angeles, California 90049

Minor Granddaughter; Beneficiary

Brooke E. Cotler
311 Homewood
Los Angeles, California 90049

Minor Granddaughter; Beneficiary

James J. Cotter
111 Homewood
Los Angeles, California 090049

Minor Grandson; Beneficiary

Gerard Cotter
226 Pondfield Road
Bronxville, New York 10708

Beneficiary

Victoria Heinrich
|86 Cherrybrook Lane
Irvine, California 92613

Beneficiary

Susan Heierman
262 West Pecan Place
Tempe, Arizona 85284

Beneficiary

Eva Barragan
13914 Don Julian
La Puente, California 91746

Beneficiary

Mary Cotter
2818 Dumfries Road
Los Angeles, California 90064

Beneficiary

James J, Cotter Foundation
Reading International

6100 Center Drive

Suite 900

Los Angeles, California 90045

Beneficiary

V.

PRAVER FOR RELIEF

WHEREFORE, Jim Jr. prays for an order of this Court granting the Petition as follows:

1. Appoinling Andrew Wallet, Esq. as trustee ad litem.

SMIRH:480680547.8
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2, Granting the trustee ad Jitem with full power, authotity, and protections under the
Trust and California trust law, as any other named Lrustee would have, to evaluate the Offer,
conduet due diligence, negotiate with Patton Vision or any other potential offerors, and take all
actions necessary or appropriate to consummate the sale of the Trust's RDI shares, including but
not limited to:
a. Communicate solely with Patton Vision regarding their Offer to purchase

the Trust’s RDI shares;

b. Receive solely and exclusively all offers for the purchase of the Trust's RDI
shares;

C. Enter into purchase and sale agreements with respect to the Trust’s RDI
shares;

d. Take all actions necessary to carry out the terms, conditions, and obligations

of any purchase and sale agreement with respect to the Trust’s RDI shares, including negotiating
any modifications thereto;

€. Receive all proceeds of sale from the Trust’s RDI shares;

f. Return to the co-trustees of the Trust, namely Margaret, Ellen, and Jim Jr,,
net proceeds of the sale of the Trust’s RDI shares to be invested, managed and distributed in
accordance with the terms of the Trust;

g. Hire investment advisors, tax advisors, accountants, attorneys, or any other
advisors the trustee ad fitern deems necessary and reasonable, in his sole discretion, to cvarry oul
his powers,

3. Temporarily suspending Jim Jr., Margaret, and Ellen’s powers with respect to all of

the foregoing and within matters until further orders of this Court;
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4. Allowing the

notwithstanding any appeal,

Dated: February 8,2017

SMRI:480680547 8

irustee ad litem compensation calculated at his normal hourly rate,

and instructing the trustee of the Trust, namely Margaret, Ellen, and Jim Jr,, to pay the trustee acf
Jitem’s fees on a monthly basis.

S. Tnstructing the trustee ad litem to take all actions consistent with this order

pursuant to Probate Code section 1310(b), the court finding that such

order is necessary to prevent loss or injury to the Trust.

6. Granting such other relief as this Court deems just and proper.

SHEPPARD, MULLIN, RICHTER & HAMPTON LLP

By % Lo

ADAM F. STREISAND
Attorneys for JAMES J. COTTER, IR.
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SUPKRIOR COURT OF THE STATE OF CALIFORNIA
FOR 'THE COUNTY OF LOS ANGELLS

In Re: JAMES J. COTTER LIVING TRUST ) Case No.: BP159755

ELLEN MARIE COTTER
MARGARET COTTER

e et e S St e S S N S’

Petitioners, ) TENTATIVE STATEMENT OF
. ) DECISION
JAMES J. COTTER Jr., ;)
Respondent.

The court makes the [ollowing {indings in this casc:

The “Lospital amendment” is invalid due to the lack of capacity ol James Coticr, Sr. and undue
influence when he signed the hospital amendment.  Although James Cotter, Sr. intended for the
voling stock and other assets of his trust to remain with the family, there is no cxplicit prohibition
on their sale, as circumstances have changed, both as Lo the ability of his children to work
cooperatively as executives in his company RDI, the potential conllict of interest with any of the
children as to the grandchildren, and the lack of diversification with the extensive loldings in the

cinema industry.

JA5500



The courl exercises its power pursuant to Probate Code scction 15642 (o appoint a (emporary
(rustee ad litem, with (he narrow and specific authority Lo obtain offers to purchasc the Reading
stock in the voling trust, but not Lo exercsc any other powers without courl approval, specilically
the sale of the company or any other powers possessed by the trustees. The trustees arc not

suspended or removed, pending future hearings if necessary.

The significant asscts of Sr.’s estale begins with the company St built, RDI, and specifically the
company stock. RDI is his family business and he owned the majority throughout his life. RDI has
2 dual-class stock structure with non-voting (Class A) and voting (Class B) stock. At his death, Sr.
owned roughly 1.2 million voting shares (709% of the voting stock), which are not actively (raded,

and aboui 2.2 million non-voting sharcs.

His asscls also included citrus farms in Tulare and Fresno counties, consisting ol over 2000 acres
of orchards and a packaging house, Cecehia Packing, that processed citrus both [rom the its own
orchards and other Fums. The court does not sensc (hat Sr.’s children have a sentimental

attachment to these Central Valley orange groves as with a traditional family farm or ranch.

$r. owned numerous private investments and real estate, olicn as partnership shares of real-cstate
ventures. These investments include, among others, the properties known as Sutton Hill, Shadow
View, Sorcn-l(), and Panorama, and a Laguna Beach condominium. Sr, owned an mtcrest in the
190 Central Park South Cooperative Apartment that his daughter Margaret has lived in for over 20
years. Sr.'s Supplemental Executive Retirement Plan (SERP") from RDI 1s worth approximaltely

$7. 5 million.
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Mark E. Ferrario(SBN 104062)
Ferrariom@gtlaw.com
GREENBERG TRAURIG, LLP
3773 Howard Hughes Parkway
Suite 400 North

Las Vegas, NV 89169
Telephone: (702) 792-3773
Facsimile: (702) 792-9002

IArEtgmeys for READING INTERNATIONAL,

SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF LOS ANGELES
CENTRAL DISTRICT
In re the CASE NO. BP159755

JAMES J. COTTER LIVING READING INTERNATIONAL, INC.’S
TRUST dated August 1, 2000, STATEMENT OF POSITION ON

as amended JAMES J. COTTER, JR.'S EX PARTE
PETITION FOR THE APPOINTMENT
OF A TRUSTEE AD LITEM

DECLARATIONS OF WILLIAM GOULD,
DOUGLAS McEACHERN, AND
EDWARD KANE

Assigned for All Purposes to:
Hon. Clifford L. Klein

Date: May 15,2017
Time: 8:30 a.m.
Dept.: 9

PROVISIONALLY FILED UNDER SEAL

02686-00002/5275422.1 READING INTERNATIONAL, INC.’S STATEMEN’I]Q@-I;@@T!ON.
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a) of the Securities Exchange Act of 1934

Filed by the Registrant 4
Filed by a party other than the Registrant []

Check the appropriate box:
[ Preliminary Proxy Statement
[ Confidential, for Use of the Commission Only (as permitted by Rule 14a-
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O Definitive Additional Materials
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(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)
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{4 No fee required
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to
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READING

INTEANATIONAL

READING INTERNATIONAL, INC.
5995 Sepulveda Boulevard, Suite 300
Culver City, California 90230

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON TUESday, november 7,2017

TO THE STOCKHOLDERS:

The 2017 Annual Meeting of Stockholders (the “Annual Meeting”) of Reading
International, Inc., a Nevada corporation, will be held at the Courtyard by Marriott Los Angeles
Westside, located at 6333 Bristol Parkway, Culver City, California 90230, on Tuesday,
November 7, 2017, at 11:00 a.m., Local Time, for the following purposes:

1. To elect eight Directors to serve until the Company’s 2018 Annual Meeting of
Stockholders or until their successors are duly elected and qualified;

2. To approve, on a non-binding, advisory basis, the executive compensation of
our named executive officers;

3. To recommend, by non-binding, advisory vote, the frequency of votes on
executive compensation;

4. To approve an amendment to increase the number of shares of common stock
issuable under our 2010 Stock Incentive Plan from 302,540 shares back up to
its original reserve of 1,250,000 shares; and

5. To transact such other business as may properly come before the Annual
Meeting and any adjournment or postponement thereof.

A copy of our Annual Report on Form 10-K and Form 10-K/A for the fiscal year ended
December 31, 2016 are enclosed (the «Annual Report”). Only holders of record of our Class B
Voting Common Stock at the close of business on September 21, 2017, are entitled to notice of
and to vote at the Annual Meeting and any adjournment or postponement thereof.

Whether or not you plan on attending the Annual Meeting, we ask that you take the
time to vote by following the Internet or telephone voting instructions provided on the enclosed
proxy card or by completing and mailing the proxy card as promptly as possible. We have
enclosed a self-addressed, postage-paid envelope for your convenience. If you later decide to
attend the Annual Meeting, you may vote your shares even if you have already submitted a
proxy card.

By Order of the Board of Directors,

W (i

Ellen M. Cotter
Chair of the Board JA5509
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October 13,2017

READING

INTERMATIONAL

READING INTERNATIONAL, INC.
5995 Sepulveda Boulevard, Suite 300
Culver City, California 90230

PROXY STATEMENT

Annual Meeting of Stockholders
Tuesday, November 7, 2017

INTRODUCTION

This Proxy Statement is furnished in connection with the solicitation by the Board of
Directors of Reading International, Inc. (the “Company,” “Reading,” “we,” “us,” or “our”) of
proxies for use at our 2017 Annual Meeting of Stockholders (the « Annual Meeting”) to be held
on Tuesday, November 7, 2017, at 11:00 am., local time, at the Courtyard by Marriott Los
Angeles Westside, located at 6333 Bristol Parkway, Culver City, California 90230, and at any
adjournment or postponement thereof. This Proxy Statement and form of proxy are first being
sent or given to stockholders on or about October 13, 2017.

At our Annual Meeting, you will be asked to (1) elect eight Directors to our Board of
Directors (the “Board”) to serve antil the 2018 Annual Meeting of Stockholders or until their
successors are duly elected and qualified; (2) approve, on a non-binding, advisory basis, the
executive compensation of our named executive officers; (3) recommend, by non-binding,
advisory vote, the frequency of votes on executive compensation; (4) approve an amendment to
increase the number of shares of common stock issuable under our 2010 Stock Incentive Plan
from 302,540 shares back up to its original reserve of 1,250,000 shares; and (5) act on any other
business that may properly come before the Annual Meeting or any adjournment or
postponement of the Annual Meeting.

Ellen M. Cotter and Margaret Cotter, Co-Executors of their father’s (James J. Cotter,
St.) estate (the “Cotter Fstate”) and Co-Trustees of a trust (the “Cotter Trust”) established for
the benefit of his heirs, together, have sole or shared voting control over an aggregate of
1,123,888 shares or 66.9% of our Class B Stock, which is the only class of our common stock
with voting power. Ellen M. Cotter and Margaret Cotter have informed our Board that their
brother, James, J. Cotter, Ir. (“Mr. Cotter, Jr.”), is taking the position that under the trust
document currently governing the Cotter Trust, they are obligated to vote o elect him to our
Board, even though he has not been nominated by our Board. As previously disclosed in our
Company’s Report on Form 8-K dated September 6, 2017, the California Superior Court has
tentatively ruled that the amendment to the Cotter Trust (the “2014 Amendment”), which
included certain language relating to the appointment of Ellen M. Cotter, Margaret Cotter and
Mr. Cotter, Jr., to our Board, is invalid. However, that ruling is at this point in time only
tentative and not binding on the parties or the Superior Court. Accordingly, Ellen M. Cotter
and Margaret Cotter have advised our Board that, unless further action is taken by the Superior
Court regarding their obligations under the 2014 Amendment, they currently intend to present at
the Annual Meeting two stockholder proposals, the first, to amend our Company’s Bylaws to
increase the number of directors to nine (9) directors, and, the second, to elect Director Mr.
Cotter, Jr. as a director of the Company.

The Board understands that Ellen M. Cotter and Margaret Cotter have separate
obligations as Co-Executors of the Cotter Estate and Co-Trustees of the Cotter Trust. The ]A5511
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above-referenced stockholder proposals that Ellen M. Cotter and Margaret Cotter currently
intend to take solely in such roles do not diminish the Board’s continuing support of them in
their director and executive officer capacities.

As of September 21, 2017, the record date for the Annual Meeting (the “Record
Date”), there were 1,680,590 shares of our Class B Voting Common Stock (“Class B Stock”)
outstanding.

JA5512
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When proxies are properly executed and received, the shares represented thereby will
be voted at the Annual Meeting in accordance with the directions noted thereon.

ABOUT THE ANNUAL MEETING AND VOTING

Why am I receiving these proxy materials?

This Proxy Statement is being sent to all of our stockholders of record as of the close of
business on September 21, 2017, by Reading’s Board to solicit the proxy of holders of our Class
B Stock to be voted at Reading’s 2017 Annual Meeting, which will be held on Tuesday,
November 7, 2017, at 11:00 a.m. local time, at the Courtyard by Marriott Los Angeles Westside,
Tocated at 6333 Bristol Parkway, Culver City, California 90230.

What items of business will be voted on at the Annual Meeting?
There are four items of business scheduled to be voted on at the 2017 Annual Meeting:

PROPOSAL 1: Election of eight Directors to the Board (the “Election of
Directors™);

PROPOSAL 2: To approve, on a non-binding, advisory basis, the executive
compensation of our named executive officers (the “Executive Compensation
Proposal™);

PROPOSAL 3: To recommend, by non-binding, advisory vote, the frequency
of votes on executive compensation (the “Bxecutive Compensation Vote
Frequency Proposal”); and

PROPOSAL 4: To approve an amendment to increase the number of shares
of common stock issuable our 2010 Stock Incentive Plan from 302,540 back
up to its original reserve of 1,250,000 shares (the “Plan Amendment
Proposal™).

‘We will also consider any other business that may properly come before the Annual Meeting or
any adjournments or postponements thereof, including approving any such adjournment, if
necessary.

Ellen M. Cotter and Margaret Cotter have advised our Board of Directors that they currently
intend to present at the meeting two stockholder proposals, one, to amend our Company’s
Bylaws to increase the number of directors to nine (9) directors, and, the second, to nominate
Director James J. Cotter, Jr. as a director of the Company to fill the resulting vacancy. Due to
the fact that Ellen M. Cotter and Margaret Cotter control 66.9% of our Company’s Class B
Stock in their capacities as Co-Executors of the Cotter Estate and as Co-Trustees of the Cotter
Trust, they have sufficient voting power 0 pass their proposals without the support of any other
holder of our Class B. Stock. The Board's recommendation for the election of its nominees is
not changed as a result of the two stockholder proposals.

How does the Board of Directors recommend that I vote?
Our Board recommends that you vote:
On PROPOSAL 1: “FOR” the election of each of its nominees to the Board;
On PROPOSAL 2: “FOR” the Executive Compensation Proposal;

On PROPOSAL 3: “One Year” for the Executive Compensation Vote
Frequency Proposal; and

On PROPOSAL 4: “FOR” the Plan Amendment Proposal.

‘What happens if additional matters are presented at the Annual Meeting?
¢ JA5513

Other than the items of business described in this Proxy Statement, we are not aware o
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any other business to be acted upon at the Annual Meeting. If you grant a proxy, the persons
named as proxies will have the discretion to vote your shares on any additional matters properly

presented for a vote at the Annual Meeting.

JA5514

12/1/17, 11:46 AM



2017 Proxy Statement - FINAL

11 of 108

Am 1 eligible to vote?

You may vote your shares of Class B Stock at the Annual Meeting if you were a holder
of record of Class B Stock at the close of business on September 21, 2017. Your shares of Class
B Stock are entitled to one vote per share. At that time, there were 1,680,590 shares of Class B
Stock outstanding, and approximately 325 holders of record. Each share of Class B Stock is
entitled to one vote on each matter properly brought before the Annual Meeting.

What if I own Class A Nonvoting Common Stock?

If you do not own any Class B Stock, then you have received this Proxy Statement only
for your information. You and other holders of our Class A Nonvoting Common Stock (“Class
A Stock”) have no voting rights with respect to the matters to be voted on at the Annual
Meeting.

What should I do if I receive more than one copy of the proxy materials? -

You may receive more than one copy of this Proxy Statement and multiple proxy cards
or voting instruction cards. For example, if you hold your shares in more than one brokerage
account, you may receive a separate notice or a separate voting instruction card for each
brokerage account in which you hold shares. If you are a stockholder of record and your shares
are registered in more than one name, you may receive more than one copy of this Proxy
Statement or more than one proxy card.

To vote all of your shares of Class B Stock by proxy card, you must either (i) complete,
date, sign and return each proxy card and voting instruction card that you receive or (ii) vote
over the Internet or by telephone the shares represented by each notice that you receive.

What is the difference between holding shares as a stockholder of record and as a
beneficial owner?

Many stockholders of our Company hold their shares through a broker, bank or other
nominee rather than directly in their own name. As summarized below, there are some
differences in how stockholders of record and beneficial owners are treated.

Stockholders of Record. If your shares of Class B Stock are registered directly in your
name with our transfer agent, you are considered the stockholder of record with respect to those
shares and the proxy materials are being sent directly to you by Reading. As the stockholder of
record of Class B Stock, you have the right to vote in person at the meeting. If you choose to do
s0, you can vote using the ballot provided at the Annual Meeting. Even if you plan to attend the
Annual Meeting, we recommend that you vote your shares in advance as described below so
that your vote will be counted if you decide later not to attend the Annual Meeting.

Beneficial Owner. If you hold your shares of Class B Stock through a broker, bank or
other nominee rather than directly in your own name, you ate considered the beneficial owner of
shares held in street name and the proxy materials are being forwarded to you by your broker,
bank or other nominee, who is considered the stockholder of record with respect to those
shares. As the beneficial owner, you are also invited to attend the Annual Meeting. Because a
beneficial owner is not the stockholder of record, you may not vote these shares in person at the
Annual Meeting, unless you obtain a proxy from the broker, trustee or nominee that holds your
shares, giving you the right to vote the shares at the meeting. You will need to contact your
broker, trustee or nominee to obtain a proxy, and you will need to bring it to the Annual Meeting
in order to vote in person.

How do I vote?

Proxies are solicited to give all holders of our Class B Stock who are entitled to vote on
the matters that come before the Annual Meeting the opportunity to vote their shares, whether or
not they attend the Annual Meeting in person. If you are a holder of record of shares of our
Class B Stock, you have the right to vote in person at the Annual Meeting. If you choose to do
s0, you can vote using the ballot provided at the Annual Meeting. Even if you plan to attend the

https://www.sec.gov/Archives/edgar/data/716634/000071663417000031/...
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Annual Meeting, we recommend that you vote your shares in advance as described below so
that your vote will be counted if you decide later not to attend the Annual Meeting. You can

vote by one of the following manners:

JA5516
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By Internet — Holders of record of our Class B Stock may submit proxies
over the Internet by following the instructions on the proxy card. Holders of
our Class B Stock who are beneficial owners may vote by Internet by
following the instructions on the voting instruction card sent to them by their
bank, broker, trustee or nominee. Proxies submitted by the Internet must be
received by 11:59 p.m., local time, on November 6, 2017 (the day before the
Annual Meeting).

By Telephone — Holders of record of our Class B Stock who live in the
United States or Canada may submit proxies by telephone by calling the toll-
free number on the proxy card and following the instructions. Holders of
record of our Class B Stock will need to have the control number that appears
on their proxy card available when voting. In addition, holders of our Class B
Stock who are beneficial owners of shares living in the United States or
Canada and who have received a voting instruction card by mail from their
bank, broker, trustee or nominee may vote by phone by calling the number
specified on the voting instruction card. Those stockholders should check the
voting instruction card for telephone voting availability. Proxies submitted by
telephone must be received by 11:59 p.m., local time, on November 6, 2017
(the day before the Annual Meeting).

By Mail — Holders of record of our Class B Stock who have received a paper
copy of a proxy card by mail may submit proxies by completing, signing and
dating their proxy card and mailing it in the accompanying pre-addressed
envelope. Holders of our Class B Stock who are beneficial owners who have
received a voting instruction card from their bank, broker or nominee may
return the voting instruction card by mail as set forth on the card. Proxies
submitted by mail must be received by the Inspector of Elections before the
polls are closed at the Annual Meeting.

In Person — Holders of record of our Class B Stock may vote shares held in
their name in person at the Annual Meeting. You also may be represented by
another person at the Annual Meeting by executing a proxy designating that
person. Shares of Class B Stock for which a stockholder is the beneficial
owner, but not the stockholder of record, may be voted in person at the
Annual Meeting only if such stockholder obtains a proxy from the bank,
broker or nominee that holds the stockholder’s shares, indicating that the
stockholder was the beneficial owner as of the record date and the number of
shares for which the stockholder was the beneficial owner on the record date.

Holders of our Class B Stock are encouraged to vote their proxies by Internef,

telephone or by completing, signing, dating and returning a proxy card or voting instruction
card, but not by more than one method. If you vote by more than one method, or vote multiple
times using the same method, only the last-dated vote that is timely received by the Inspector of
Elections will be counted, and each previous vote will be disregarded. If you vote in person at
the Annual Meeting, you will revoke any prior proxy that you may have given. You will need to
bring a valid form of identification (such as a driver’s license or passport) to the Annual
Meeting to vote shares held of record by you in person.

‘What if my shares are held of record by an entity such as a corporation, limited liability
company, general partnership, limited partnership or trust (an “Entity”), or in the name
of more than one person, or I am voting in a representative or fiduciary capacity?

Shares held of record by an Entity. In order to vote shares on behalf of an Entity, you
need to provide evidence (such as a sealed resolution) of your authority to vote such
shares, unless you are listed as a record holder of such shares.

Shares held of record by a trust. The trustee of a trust is entitled to vote the shares held
by the trust, either by proxy or by attending and voting in person at the Annual
Meeting. If you are voting as a trustee, and are not identified as a record owner of the T A5517
shares, then you must provide suitable evidence of your status as a trustee of the record
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trust owner. If the record owner is a trust and there are multiple trustees, then if only
one trustee votes, that trustee’s vote applies to all of the shares held of record by the
trust. If more than one trustee votes, the votes of the majority of the voting trustees
apply to all of the shares held of record by the trust. If more than one trustee votes and
the votes are split evenly on any particular Proposal, each trustee may vote
proportionally the shares held of record by the trust.

Shares held of record in the name of more than one person. If only one individual
votes, that individual’s vote applies to all of the shares so held of record. If more than
one person votes, the votes of the majority of the voting individuals apply to all of such
shares. If more than one individual votes and the votes are split evenly on any
particular proposal, each individual may vote such shares proportionally.

7
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How will my shares be voted if I do not give specific voting instructions?
If you are a stockholder of record and you:

Indicate when voting on the Internet or by telephone that you wish to vote as
recommended by our Board of Directors; or

Sign and send in your proxy card and do not indicate how you want to vote,
then the proxyholders, S. Craig Tompkins and William D. Gould, will vote
your shares in the manner recommended by our Board of Directors as
follows: FOR each of the eight nominees for director named below under
“Proposal 1: Election of Directors;” FOR the Executive Compensation
Proposal; FOR “One Year” on the Executive Compensation Vote Frequency
Proposal; FOR approval of the Plan Amendment Proposal, and in the
discretion of our proxyholders on such other business as may propetly come
before the Annual Meeting and any adjournment or postponement thereof.

What is a broker non-vote?

If your shares are held by a broker on your behalf (that is, in “street name”), and you
do not instruct the broker as to how to vote these shares on any “non-routine” proposals
included in this Proxy Statement, the broker may not exercise discretion to vote for or against
those proposals. This would be a “broker non-vote,” and these shares will not be counted as
having been voted on the applicable proposal. Applicable rules permit brokers to vote shares
held in street name on routine matters. However, all matters contained in this Proxy Statement
for submission to a vote of the stockholders are considered “non-routine.” Therefore, broker
non-votes will have no effect on the vote of the matters included for submission to the vote of
the stockholders.

‘What routine matters will be voted on at the Annual Meeting?

All of the proposals contained in this Proxy Statement are considered non-routine
matters. Please instruct your bank or broker so your vote can be counted.

How “withhold authority” and abstain and broker non-votes are counted?

Proxies that are voted to “withhold authority,” abstain or for which thete is a
broker non-vote are included in determining whether a quorum is present. If
“withhold authority” or abstain is selected on a matter to be voted on under which
approval by a majority of the votes cast by the stockholders entitled to vote present in
person or represented by proxy is required (specifically, Proposal 2: the Executive
Compensation Proposal, and Proposal 4: the Plan Amendment Proposal), such a
selection would not have an effect on the vote, since a selection to “withhold authority”
or abstain from casting a vote does not count as a vote cast on that matter. Likewise
broker non-votes will have no effect on the vote of the matters included for submission
to the vote of the stockholders, since broker non-votes are not counted as a vote cast on
that matter.

How can I change my vote after I submit a proxy?

If you are a stockholder of record, there are three ways you can change your vote or
revoke your proxy after it has been submitted:

First, you may send a written notice to Reading International, Inc., postage or
other delivery charges pre-paid, 5995 Sepulveda Boulevard, Suite 300, Culver
City, CA, 90230, c/o Secretary of the Annual Meeting, stating that you revoke
your proxy. To be effective, the Inspector of Elections must receive your
written notice prior to the closing of the polls at the Annual Meeting.

Second, you may complete and submit a new proxy in one of the manners
described above under the caption, “How do I vote?” Any earlier proxies will JA5519
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be revoked automatically.

Third, you may attend the Annual Meeting and vote in person. Any earlier
proxy will be revoked. However, attending the Annual Meeting without
voting in person will not revoke your proxy.
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How will we solicit proxies and who will pay the costs?

We will pay the costs of the solicitation of proxies. We may reimburse brokerage firms
and other persons representing beneficial owners of shares for expenses incurred in forwarding
the voting materials to their customers who are beneficial owners and obtaining their voting
instructions. In addition to soliciting proxies by mail, our board members, officers and
employees may solicit proxies on our behalf, without additional compensation, personally or by
telephone.

Is there a list of stockholders entitled to vote at the Annual Meeting?

The names of stockholders of record entitled to vote at the Annual Meeting will be
available at the Annual Meeting and for ten days prior to the Annual Meeting, at our corporate
offices, 5995 Sepulveda Boulevard, Suite 300, Culver City, CA 90230 between the hours of
9:00 a.m. and 5:00 p.m., local time, for any purpose relevant to the Annual Meeting. To arrange
to view this list during the times specified above, please contact the Secretary of the Annual
Meeting at (213) 235-2240.

What constitutes a quorum?

The presence in person or by proxy of the holders of record of a majority of our
outstanding shares of Class B Stock entitled to vote will constitute a quorum at the Annual
Meeting. Each share of our Class B Stock entitles the holder of record to one vote on all matters
to come before the Annual Meeting.

How are votes counted and who will certify the results?

First Coast Results, Inc. will act as the independent Inspector of Elections and will
count the votes, determine whether a quorum is present, evaluate the validity of proxies and
ballots, and certify the results. A representative of First Coast Results, Inc. will be present at the
Annual Meeting. The final voting results will be reported by us on a Current Report on Form
8-K to be filed with the Securities and Exchange Commission (the “SEC”) within four business
days following the Annual Meeting.

What is the vote required for a Proposal to pass?

Proposal 1 (the Election of Directors): The nominees for election as Directors at the
Annual Meeting who receive the highest number of “FOR” votes for the available Board seats
will be elected as Directors. This is called plurality voting. Unless you indicate otherwise, the
persons named as your proxies will vote your shares FOR all the nominees for Directors named
in Proposal 1. If your shares are held by a broker or other nominee and you would like to vote
your shares for the election of Directors in Proposal 1, you must instruct the broker or nominee
to vote “FOR” for each of the candidates for whom you would like to vote. If you give no
instructions to your broker or nominee, then your shares will not be voted. If you instruct your
broker or nominee to “WITHHOLD,” then your vote will not be counted in determining the
election.

Proposal 2 (the Executive Compensation Proposal) requires the “FOR” vote of a
majority of the votes cast by the stockholders present in person or represented by proxy at the
Annual Meeting and entitled to vote thereon to pass. Because your vote is advisory, it will not
be binding on the Board of Directors or the Company. However, the Board of Directors will
review the voting results and take them into consideration when making future decisions
regarding executive compensation.

Proposal 3 (the Executive Compensation Vote Frequency Proposal) The option
receiving the greatest number of votes — every one year, every two years or every three years —
will be the frequency that stockholders approve. While your vote is advisory, and will not be
binding on the Board of Directors or the Company, the Board has previously determined that it
will in fact seek an annual advisory vote on Executive Compensation.

Proposal 4 (the Plan Amendment Proposal) requires the “FOR” vote of a majority of
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the votes cast by the stockholders present in person or represented by proxy at the Annual
Meeting and entitled to vote thereon in order to pass.
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Only votes “FOR” on Proposal 1 (the Election of Directors) will be counted since
directors are elected by plurality vote. The nominees receiving the highest total votes for the
number of seats on the Board will be elected as directors. Only votes “FOR” and “AGAINST”
will be counted for Proposal 2 (the Executive Compensation Proposal), Proposal 4 (the Plan
Amendment Proposal), since abstentions are not counted as votes cast. Only votes for “one
year,” “two years” or “three years” on Proposal 3 (the Executive Compensation Vote Frequency
Proposal) will be counted as votes cast on the matter. Broker non-votes will not apply to any of
the matters since the matters voted on by Stockholders are “non-routine” matters that brokers
may not vote on unless voting instructions are received from the beneficial holder.

Is my vote kept confidential?

Proxies, ballots and voting tabulations identifying stockholders are kept confidential
and will not be disclosed to third parties, except as may be necessary to meet legal requirements.

How will the Annual Meeting be conducted?

In accordance with our Bylaws, Ellen M. Cotter, as the Chair of the Board, will be the
Presiding Officer of the Annual Meeting. S. Craig Tompkins has been designafed by the Board
to serve as Secretary for the Annual Meeting.

Ms. Cotter and other members of management will address attendees following the
Annual Meeting. Stockholders desiring to pose questions to our management are encouraged to
send their questions to us, care of the Secretary of the Annual Meeting, in advance of the
Annual Meeting, so as to assist out management in preparing appropriate responses and to
facilitate compliance with applicable securities laws.

The Presiding Officer has broad authority to conduct the Annual Meeting in an orderly
and timely manner. This authority includes establishing rules for stockholders who wish to
address the meeting or bring matters before the Annual Meeting. The Presiding Officer may
also exercise broad discretion in recognizing stockholders who wish to speak and in determining
the extent of discussion on each item of business. In light of the need to conclude the Annual
Meeting within a reasonable period of time, there can be no assurance that every stockholder
who wishes to speak will be able to do so. The Presiding Officer has authority, in her discretion,
to at any time recess or adjourn the Annual Meeting. Only stockholders are entitled to attend
and address the Annual Meeting. Any questions or disputes as to who may or may not attend
and address the Annual Meeting will be determined by the Presiding Officer.

Only such business as shall have been properly brought before the Annual Meeting
shall be conducted. Pursuant to our governing documents and applicable Nevada law, in order
to be properly brought before the Annual Meeting, such business must be brought by or at the
direction of (1) the Chair, (2) our Board, or (3) holders of record of our Class B Stock. At the
appropriate time, any stockholder who wishes to address the Annual Meeting should do so only
upon being recognized by the Presiding Officer.

CORPORATE GOVERNANCE
Director Leadership Structure

Ellen M. Cotter is our current Chair, President and Chief Executive Officer. Ellen M.
Cotter has been with our Company for approximately 20 years, focusing principally on the
cinema operations aspects of our business. Historically, except for a brief period immediately
following the resignation for health reasons of our founder, Mr. James J. Cotter, Sr., we
currently have combined the roles of the Chair and the Chief Executive Officer. At the present
time, we believe that the combination of these roles (i) allows for consistent leadership, (ii)
continues the tradition of having a Chair and Chief Executive Officer, who is also a member of
the Cotter Family (which currently controls over 70% of the voting power of our Company),
and also (iii) reflects the reality of our status as a “controlled company” under relevant

NASDAQ Listing Rules. JA5 523
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Margaret Cotter is our current Vice-Chair and also serves as our Executive Vice
President — Real Fstate Management and Development - NYC. Margaret Cotter has been
responsible for the operation of our live theaters for more than 18 years and has for more than
the past 6 years been leading the re-development of our New York properties.
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Ellen M. Cotter has a substantial stake in our business, owning directly 802,903 shares
of Class A Stock and 50,000 shares of Class B Stock. Margaret Cotter likewise has a substantial
stake in our business, owning directly 810,284 shares of Class A Stock and 35,100 shares of
Class B Stock. Ellen M. Cotter and Margaret Cotter are the Co-Executors of the Cotter Estate
and Co-Trustees of the Cotter Trust established for the benefit of his heirs. Together, they have
sole or shared voting control over an aggregate of 1,208,988 shares or 71.9% of our Class B
Stock.

Mr. Cotter, Jr., has previously asserted that he has the right to vote the Class B Stock
held by the Cotter Trust. However, on August 29, 2017, the Superior Court of the State of
California for the County of Los Angeles entered a Tentative Statement of Decision (the
"Tentative Ruling") in the matter regarding the Cotter Trust, Case No. BP159755 (the "Trust
Litigation") in which it tentatively determined, among other things, that Mr. Cotter, Jr., is not a
trustee of the Cotter Trust, and that he has no say in the voting of such Class B Stock. Under
the Tentative Ruling, however, Mr. Cotter, Jr., would still succeed to the position of sole trustee
of the voting sub-trust to be established under the Cotter Trust to hold the Class B Stock owned
by the Cotter Trust (and it is anticipated, the Class B Stock currently held by the Cotter Estate),
in the event of the death, disability or resignation of Margaret Cotter from such positon. Under
the governing California Rules of Court, the Tentative Statement of Decision does not constitute
a judgment and is not binding on the Superior Court. The Superior Court remains free to
modify or change its decision. Tt is uncertain as to when, if ever, the Tentative Ruling will
become final, or the form in which it will ultimately be issued.

While the issue of Mr. Cofter, Jr.’s status as a trustee of the Cotter Trust is being finally
resolved, the Company continues to believe, as stated in our prior proxy materials, that, under
applicable Nevada Law, where there are multiple trustees of a trust that is a record owner of
voting shares of a Nevada corporation, and more than one trustee votes, the votes of the
majority of the voting trustees apply to all of the shares held of record by the trust. If more than
one trustee votes and the votes are split evenly on any particular proposal, each trustee may vote
proportionally the shares held of record by the trust. Ellen M. Cotter and Margaret Cotter
collectively constitute at least a majority of the Co-Trustees of the Cotter Trust. Accordingly,
the Company believes that Ellen M. Cotter and Margaret Cotter collectively have the power and
authority to vote all of the shares of Class B Stock held of record by the Cotter Trust (41.4% of
the shares of the Class B Stock entitled to vote at the Annual Meeting), which, when added to
the other shares they report as being beneficially owned by them, will constitute 71.9% of the
shares of Class B Stock entitled to vote at the Annual Meeting.

Ellen M. Cotter and Margaret Cotter have informed the Board that they intend to vote
the shares held by the Cotter Trust and the Cotter Estate “FOR” each of the eight nominees
named in this Proxy Statement for the Election of Directors under Proposal 1, “FOR” the
Executive Compensation Proposal under Proposal 2, “One Year” for the Executive
Compensation Vote Frequency Proposal under Proposal 3, and “FOR” the Plan Amendment
Proposal under Proposal 4. In addition, Ellen M. Cotter and Margaret Cotter have advised our
Board that they currently intend to present at the meeting two stockholder proposals, one, to
amend the Company’s Bylaws to increase the number of directors to nine (9) directors, and, the
second to nominate Director James J. Cotter, Jr. as a director of the Company to fill the resulting
vacancy, and that they currently intend to vote the shares held by the Cotter Trust and the Cotter
Estate in favor of both stockholder proposals. As a result, passage of each of the proposals is
assured. The Board's recommendation for the election of its nominees is not changed as a result
of the two stockholder proposals.
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The Company has elected to take the “controlled company” exemption under
applicable listing rules of the NASDAQ Capital Stock Market (the “NASDAQ Listing
Rules”). Accordingly, the Company is exempted from the requirement to have an independent
nominating committee and to have a board of directors composed of at least a majority of
independent directors, as that term is defined in the NASDAQ Listing Rules and SEC Rules
(“Independent Directors™). We are nevertheless nominating a majority of Independent Directors
for election to our Board. We currently have an Audit and Conflicts Committee (the “Audit
Committee”) and a Compensation and Stock Options Committee (the “Compensation
Committee”) composed entirely of Independent Directors. William D. Gould serves as the Lead
Independent Director among our Independent Directors (“Lead Independent Director”). In that
capacity, Mr. Gould chairs meetings of the Independent Directors and acts as liaison between
our Chair, President and Chief Executive Officer and our Independent Directors. Mr. Gould
was recently recognized by the Nevada Supreme Court as an authority in the application of the
“business judgment rule” as it relates to decisions of boards of directors in the Court’s decision
in Wynn Resorts, Lid. v. Eighth Judicial District Court, 133 Nev. Adv. Op, 52, 399 P.2d 334,
(Nev. 2017) (the “Wynn Resorts Case”). We also currently have a four-member Executive
Committee composed of our Chair and Vice-Chair and Messrs. Guy W. Adams and Edward L.
Kane. As a consequence of this structure, the concurrence of at least one non-management
member of the Executive Committee is required in order for the Executive Committee to take
action.

We believe that our Directors bring a broad range of leadership experience to our
Company and regularly contribute to the thoughtful discussion involved in effectively
overseeing the business and affairs of the Company. We believe that all Board members are
well engaged in their responsibilities and that all Board members express their views and
consider the opinions expressed by other Directors. Our Independent Directors are involved in
the leadership structure of our Board by serving on our Audit Committee and Compensation
Committee, each of which has a separate independent Chair. Nominations to our Board for the
Annual Meeting were made by our entire Board, consisting of a majority of Independent
Directors.

We encourage, but do not require, our Board members to attend our Annual Meeting.
All of our nine incumbent Directors attended the 2016 Annual Meeting of Stockbolders.

Since our 2015 Annual Meeting of Stockholders, we have (i) adopted a best practices
charter for our Compensation Committee, (ii) adopted a new best practices Charter for our Audit
Committee, (iii) completed, with the assistance of compensation consultants Willis Towets
Watson and outside counsel Greenberg Traurig, LLP, a complete review of our compensation
practices, in order to bring them into alignment with current best practices. Last year we
adopted a new Code of Business Conduct and Ethics, and a Supplemental Insider Trading
Policy restricting trading in our stock by our Directors and executive officers and updated our
Whistleblower Policy. Earlier this year, we adopted a Stock Ownership Policy, setting out
minimum stock ownership levels for our directors and senior executives.

Management Succession: Appointment of Ellen M. Cotter as our President and Chief
Executive Officer.

On August 7, 2014, James J. Cotter, Sr., our then controlling stockholder, Chair and
Chief Executive Officer, resigned from all positions at our Company, and passed away on
September 13, 2014. Upon his resignation, Ellen M. Cotter was appointed Chair, Margaret
Cotter, her sister, was appointed Vice Chair and James Cottet, Jr., her brother, was appointed
Chief Executive Officer, while continuing his position as President.

On June 12, 2015, the Board terminated the employment of James J. Cotter, Jr. as our
President and Chief Executive Officer, and appointed Ellen M. Cotter to serve as the Company’s
interim President and Chief Executive Officer. The Board established an Executive Search
Committee (the “Search Committee™) initially composed of Elien M. Cotter, Margaret Cotte,
and Independent Directors William Gould and Douglas McEachern, and retained Korn/Ferry
International (“Korn Ferry”) to evaluate candidates for the Chief Executive Officer JA5526

AN O 1N0 12/1/17,11:46AM



2017 Proxy Statement - FINAL

position. Ellen M. Cotter resigned from the Search Committee when she concluded that she
was a serious candidate for the position. Kom Ferry screened over 200 candidates and
ultimately presented six external candidates to the Search Committee. The Search Committee
evaluated those external candidates and Ellen M. Cotter in meetings in December 2015 and
January 2016, considering numerous factors, including, among others, the benefits of having a
President and Chief Executive Officer who has the confidence of the existing senior
management team, Ms. Cofter’s prior performance as an executive of the Company and her
performance as the interim President and Chief Executive Officer of the Company, the
qualifications, experience and compensation demands of the external candidates, and the
benefits and detriments of having a Chair, President and Chief Executive Officer who is also a
controlling stockholder of the Company. The Search Committee recommended the appointment
of Ellen M. Cotter as permanent President and Chief Executive Officer and the Board appointed
her on January 8, 2016, with seven Directors voting yes, one Director (James J. Cotter, Ir)
voting no, and Ellen M. Cotter abstaining.
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Ellen M. Cotter serves as our President and Chief Executive Officer at the pleasure of
our Board and is an employee “at will” with no guaranteed term of employment.

Potential Impact of Trust Litigation Regarding Your Vote.

While our Company is not a party to the Trust Litigation, the rulings of the Superior
Court in that case could have a potential material impact upon the control our Company, the
future composition of our Board and senior executive management team and our Company’s
continued pursuit of the Strategic Plan articulated in our various filings with the SEC, at our
prior stockholder meetings, and at analyst presentations. To date, the Superior Court has
accepted our submissions and allowed us to be involved in the Trust Litigation, so as to provide
us an opportunity to address issues of concern to our Company and our stockholders
generally. However, no assurances can be given as to the outcome of the Trust Litigation, and
we are advised that it is unlikely that we would have standing to pursue an appeal.

In its Tentative Ruling, the Superior Court invalidated the amendment to the Cotter
Trust signed by Mr. Cotter, Sr., on June 19, 2014 (the “2014 Amendment”) and stated the
Superior Court’s determination to appoint a temporary trustee ad litem to obtain offers for the
Class B Stock held by the Cotter Trust. Under the governing California Rules of Court, the
Tentative Ruling does not constitute a judgment and is nat binding on the Superior Court. The
Superior Court remains free to modify or change its decision. It is uncertain as to when, if ever,
the Tentative Ruling will become final, or the form in which it will ultimately be issued.

As to the invalidation of the 2014 Amendment, as mentioned above, if the Tentative
Ruling becomes final, Mr. Cotter, J ©’s claim that he has any right, power or authority to vote the
approximately 41.4% of the Class B Stock held by the Cotter Trust will be resolved by placing
sole voting control in the hands of Margaret Cotter over the voting trust (the “Cotter Voting
Trust”) to be established under the Cotter Trust to hold the Class B Stock currently held by the
Cotter Trust and, it is anticipated, the approximately 25.5% of the Class B Stock currently held
by the Cotter Estate. It will also invalidate the provision of the 2014 Amendment requiring the
Trustee of the Cotter Voting Trust to vote to elect M. Cotter, Jr. to our Company’s Board.

As discussed in more detail below, our Board did not re-nominate Mr. Cotter, Jr., for
election to our Board, and has instead reduced the size of our Board from nine (9) to eight (8)
members, effective upon completion of the election at our upcoming Annual Meeting. Due to
(1) the uncertainty due to the tentative nature of the ruling as to whether or not Ellen M. Cotter
and Margaret Cotter, acting as Trustees of the Cotter Trust, would be required to seek
appointment of Mr. Cotter, Jr., to the Board, (2) the lack of sufficient time to complete
reasonable due diligence on potential candidates for such position, and (3) the difficulty in
recruiting potential candidates due to Mr. Cotter, Jr.’s proclivity to sue new directors, the
determination was made not to attempt to recruit a new director to our Board at this time, and,
instead, the Board reduced the size of our Board from nine (9) members to (8) members
effective as of completion of the vote on the election of our Board at our upcoming Annual
Meeting.

Ellen M. Cotter and Margaret Cotter have informed our Board that Mr. Cotter, Ir, is
taking the position that under the 2014 Amendment, they are obligated to vote to elect him to
our Board, even though he has not been nominated by our Board. As also noted above, the
California Court has tentatively found the 2014 Amendment to be invalid. However, as that
ruling is at this point in time only tentative and not binding on the parties or the Superior Court,
Ellen M. Cotter and Margaret Cotter have advised our Board that, unless further action is taken
by the Superior Court, they currently intend to present at the meeting two stockholder proposals,
the first, to amend our Company’s Bylaws to increase the number of directors to nine (9)
directors, and, the second, to nominate Director Mr. Cotter, Jr. as a director of the Company to
fill the resulting vacancy. Ellen M. Cotter and Margaret Cotter have further advised that they
are not recommending the amendment of the Bylaw or the election of Mr. Cotter, Jr., to any
other stockholder and that they will not be soliciting proxies in support of such
proposals. However, as they control 66.9% of our Class B Stock in their capacities as Co~
Executors and Co-Trustees, they have sufficient voting power to amend the Bylaws and to elect

M. Cotter, Jr., to our Board without the support of any other holder of our Class B Stock. If for JA5528
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some reason, the size of the Board were not to be increased from 8 to 9 members, then Ellen M.
Cotter and Margaret Cotter would still have the power to unilaterally elect Mr. Cotter, Ir., to the
Board with the result that one of the eight individuals nominated by the Board would not be
elected. However, our Board does not believe that this result is likely.
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As to the appointment of a trustee ad litem, under the Tentative Ruling, the trustee ad
litem would have no right, power or authority to effect, or to bind the Cotter Trust to effect, any
sale of the Class B Stock held by the Cotter Trust. As we are advised by counsel that a court
hearing would be required before any binding agreement to sell such shares could be entered
into, we do not anticipate that any material change in the holdings of the Class B Stock held by
the Cotter Trust will occur ptior to our 2017 Annual Meeting, if ever. We are advised by Ellen
M. Cotter and Margaret Cotter that, if there is a sale of the Class B Stock held by the Cotter
Trust, they intend to be the buyers of such shares.

As previously announced, on August 7, 2017, our Board of Directors appointed a
Special Independent Committee to, among other things, review, consider, deliberate, investigate,
analyze, explore, evaluate, monitor and exercise general oversight of any and all activities of our

Company directly or indirectly involving, responding to or relating to any potential change of.

control transaction relating to a sale by the Cotter Trust of its holdings of Class B Stock. The
Special Independent Committee will be reviewing the scope and implications of the Tentative
Ruling and, consistent with its delegated authority, working to protect the best interests of our
Company and stockholders in general. Directors Judy Codding, William Gould and Douglas
McEachern have been appointed to serve on this Special Independent Committee.

Board’s Role in Risk Oversight

Our management is responsible for the day-to-day management of risks we face as a
Company, while our Board, as a whole and through its committees, has responsibility for the
oversight of risk management. In its risk oversight role, our Board has the responsibility to
satisfy itself that the risk management processes designed and implemented by management are
adequate and functioning as designed.

The Board plays an important role in risk oversight at Reading through direct decision-
making authority with respect to significant matters, as well as through the oversight of
management by the Board and its committees. In particular, the Board administers its risk
oversight function through (1) the review and discussion of regular periodic reports by the
Board and its committees on topics relating to the risks that the Company faces, (2) the required
approval by the Board (or a committee of the Board) of significant transactions and other
decisions, (3) the direct oversight of specific areas of the Company’s business by the Audit
Committee and the Compensation Committee, and (4) regular periodic reports from the auditors
and other outside consultants regarding various areas of potential risk, including, among others,
those relating to our internal control over financial reporting. The Board also relies on
management to bring significant matters impacting the Company to the attention of the Board.

“Controlled Company” Status

Under section 5615(c)(1) of the NASDAQ Listing Rules, a “controlled company” is a
company in which 50% of the voting power for the election of Directors is held by an
individual, a group, or another company. Together, Ellen M. Cotter and Margaret Cotter
beneficially own 1,208,988 shares or 71.9% of our Class B Stock. Our Class A Stock does not
have voting rights. Based on advice of counsel, our Board has determined that the Company is
therefore a “controlled company” within the NASDAQ Listing Rules.

After reviewing the benefits and detriments of taking advantage of the exemptions to
certain corporate governance rules available to a “controlled company” as set forth in the
NASDAQ Listing Rules, our Board has determined to take advantage of those exemptions. In
reliance on a “controlled company” exemption, the Company does not maintain a separate
standing Nominating Committee. The Company nevertheless at this time maintains a Board
composed of a majority of Independent Directors, a fully independent Audit Committee, and a
fully independent Compensation Committee, and has no present intention to vary from that
structure. Our Board, consisting of a majority of Independent Directors, approved each of the
nominees for our 2017 Annual Meeting. See “Consideration and Selection of the Board's
Director Nominees,” below.
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Board Committees

Our Board has a standing Executive Committee, Audit Committee, and Compensation
Committee. Our Board has also appointed a Special Independent Committee as discussed
above. The Tax Oversight Committec has been inactive since November 2, 2015 in
anticipation that its functions would be moved to the Audit Committee under its new
charter. That new charter was approved on May 5, 2016. These committees, other than the Tax
Oversight Committee, are discussed in greater detail below.
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Executive Committee. Our Executive Committee operates pursuant to a resolution
adopted by our Board and is currently composed of Ms. Ellen M. Cotter, Ms. Margaret Cotter
and Messrs. Guy W. Adams and Edward L. Kane. Pursuant to that resolution, the Executive
Committee is authorized, to the fullest extent permitted by Nevada law and our Bylaws, to take
any and all actions that could have been taken by the full Board between meetings of the full
Board. The Executive Committee held five meetings during 2016.

Audit Committee. The Audit Committee operates pursuant to a Charter adopted by our
Board that is available on our website at http://www.readingrdi.com/Committee—Charters. The
Audit Committee reviews, considers, negotiates and approves or disapproves related party
transactions (see the discussion in the section entitled “Certain Relationships and Related Party
Transactions” below). In addition, the Audit Committee is responsible for, among other things,
(i) reviewing and discussing with management the Company’s financial statements, earnings
press releases and all internal controls reports, (ii) appointing, compensating and overseeing the
work performed by the Company’s independent auditors, and (iii) reviewing with the
independent auditors the findings of their audits.

Our Board has determined that the Audit Committee is composed entirely of
Independent Directors (as defined in section 5605(a)(2) of the NASDAQ Listing Rules), and
that Mr. Douglas McEachern, the Chair of our Audit Committee, is qualified as an Audit
Committee Financial Expert. Our Audit Committee is currently composed of Mr. McEachern,
who serves as Chair, Mr. Edward L. Kane and Mr. Michael Wrotniak. The Audit Committee
held twelve meetings during 2016.

Compensation Committee. Our Board has established a standing Compensation
Committee consisting of three of our Independent Directors, and is currently composed of
Mr. Edward L. Kane, who serves as Chair, Dr. Judy Codding and Mr. Douglas McEachern. Mr.
Adams served through May 14, 2016. As a controlled company, we are exempt from the
NASDAQ Listing Rules regarding the determination of executive compensation solely by
Independent Directors. Notwithstanding such exemption, we adopted a Compensation
Committee charter on March 10, 2016 requiring our Compensation Committee members to
meet the independence rules and regulations of the SEC and the NASDAQ Stock Market. As a
part of the transition to this new compensation committee structure, the compensation for 2016
of the President, Chief Executive Officer, all Executive Vice Presidents, all Vice Presidents and
all Managing Directors was reviewed and approved by the Board at that March 10, 2016
meeting.

The Compensation Committee charter is available on our website at
http://www.readingrdi.com/charter—of-our—compensation—stock-options—committee/. The
Compensation Committee evaluates and makes recommendations to the full Board regarding the
compensation of our Chief Executive Officer. Under its Charter, the Compensation Committee
has delegated authority to establish the compensation for all executive officers other than the
President and Chief Executive Officer; provided that compensation decisions related to
members of the Cotter Family remain vested in the full Board. In addition, the Compensation
Committee establishes the Company’s general compensation philosophy and objectives (in
consultation with management), approves and adopts on behalf of the Board incentive
compensation and equity-based compensation plans, subject to stockholder approval as
required, and performs other compensation related functions as delegated by our Board. The
Compensation Committee held six meetings during 2016.

Consideration and Selection of the Board’s Director Nominees

The Company has elected to take the “controlled company” exemption under
applicable NASDAQ Listing Rules. Accordingly, the Company does not maintain a standing
Nominating Committee. ~ Our Board, consisting of a majority of Independent Directors,
approved each of the Board nominees for our 2017 Annual Meeting.

Our Board does not have a formal policy with respect to the consideration of Director
candidates recommended by our stockholders. No non-Director stockholder has, in more than JA5532
the past ten years, made any formal proposal or recommendation to the Board as fo potential
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nominees. Neither our governing documents nor applicable Nevada law place any restriction on
the nomination of candidates for election to our Board directly by our stockholders. In light of
the facts that (i) we are a controlled company under the NASDAQ Listing Rules and exempted
from the requirements for an independent nominating process, and (ii) our governing documents
and Nevada law place no limitation upon the direct nomination of Director candidates by our
stockholders, our Board believes there is no need for a formal policy with respect to Director
nominations.
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Our Board will consider nominations from our stockholders, provided written notice is
delivered to the Secretary of the Annual Meeting at our principal executive offices identifying
any such suggested candidate not Jess than 120 days prior to the first anniversary of the date that
this Proxy Statement is sent to stockholders, or such earlier date as may be reasonable in the
event that our annual stockholders meeting is moved more than 30 days from the anniversary of
the 2017 Annual Meeting. Absent that, stockholders wishing to nominate persons to the Board
must do so by other means, such as nominating such persons at the stockholders’ meeting. At
the present time, we intend to hold our 2018 Annual Meeting in June 2018. Consequently, any
stockholder wishing to suggest a candidate for consideration should plan to provide notice
identifying such candidate by the end of January 2018.  Such written notice should set forth the
name, age, address, and principal occupation or employment of such nominee, the number of
shares of our common stock that are beneficially owned by such nominee, and such other
information required by the proxy rules of the SEC with respect to a nominee of our Board.

Our Directors have not adopted any formal criteria with respect to the qualifications
required to be a Director or the particular skills that should be represented on our Board, other
than the need to have at least one Director and member of our Audit Committee who qualifies as
an “Audit Committee Financial Expert,” and have not historically retained any third party to
identify or evaluate or to assist in identifying or evaluating potential nominees. We have no
policy of considering diversity in identifying Director nominees.

Following a review of the experience and overall qualifications of the Director
candidates, on September 21, 2017, our Board resolved to nominate, each of the incumbent
Directors named in Proposal 1 for election as Directors of the Company at our 2017 Annual
Meeting. Eight nominees were approved, excluding Director James 1. Cotter, Jr.

Each of the nominees named in Proposal 1 received at least seven (7) Yes votes, with
cach such nominee abstaining as to his or her nomination.

After selecting the nominees named in Proposal 1, our Board then reduced the size of
our Board from nine (9) members to (8) members effective as of completion of the vote on the
election of our Board at our upcoming Annual Meeting.

Having been informed that Ellen M. Cotter and Margaret Cotter currently intend to
bring stockholder proposals to amend the Bylaws to increase the Board back to nine persons and
to nominate James J. Cotter, Jr. to the Board, each of the Board members other than the Cotter
family members continue to believe that Mr. Cotter, Jr. should not be a director, but
acknowledge that the combined voting power of the Cotter Trust and the Cotter Estate will
assure that the Bylaws amendment will be approved and that Mr. Cotter, Jr. will be elected. The
Board's recommendation for the election of its nominees is not changed as a result of the two
stockholder proposals.
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Code of Ethics

We have adopted a Code of Business Conduct and Bthics (the “Code of Conduct”)
designed to help our Directors and employees resolve ethical issues. Our Code of Conduct
applies to all Directors and employees, including the Chief Executive Officer, the Chief
Financial Officer, principal accounting officer, controller and persons performing similar
functions. Our Code of Conduct is posted on our website at hitp://www.readingrdi.com/reading-
international-code-of-ethics.

The Board has established a means for employees to report a violation or suspected
violation of the Code of Conduct anonymously. In addition, we have adopted an “Amended and
Restated Whistleblower Policy and Procedures,” which is posted on our website, at
http://www.readingrdi.com/amended—and-restated—whistleblower—policy-and—procedures, that
establishes a process by which employees may anonymously disclose to our Principal
Compliance Officer (currently the Chair of our Audit Committee) alleged fraud or violations of
accounting, internal accounting controls or auditing matters.

Review, Approval or Ratification of Transactions with Related Persons

The Audit Committee adopted a written charter for approval of transactions between
the Company and its Directors, Director nominees, executive officers, greater than five percent
beneficial owners and their respective immediate family members, where the amount involved
in the transaction exceeds or is expected to exceed $120,000 in a single calendar year and the
party to the transaction has or will have a direct or indirect interest. A copy of this charter is
available at http://www.readingrdi.com/group-investor—relations/group-ir—governance
/committee-charters/ . For additional information, see the section entitled “Certain
Relationships and Related Party Transactions. ”

Material Legal Proceedings Involving Claims Against our Directors and Certain Executive
Officers

On June 12, 2015, the Board of Directors terminated James J. Cotter, Jr. as the
President and Chief Executive Officer of our Company. That same day, Mr. Cotter, Jr. filed a
lawsuit, styled as both an individual and a derivative action, and titled “James J. Cotter, Jr.,
individually and derivatively on behalf of Reading International, Inc. vs. Margaret Cotter, et
al.” Case No,: A-15-719860-V, Dept. XL, against our Company and each of our then sitting
Directors (Ellen Cotter, Margaret Cotter, Guy Adams, William Gould, Edward Kane, Douglas
McEachern, and Tim Storey) in the Eighth Judicial District Court of the State of Nevada for
Clark County (the “Nevada District Court”). Since that date, our Company has been engaged
in ongoing litigation with Mr. Cotter, Jr. with respect to his claims against our Directors. Mr.
Cotter, Jr. has over this period of time twice amended his complaint, removing his individual
claims and withdrawing his claims against Tim Storey (but reserving the right to reinstitute such
claims), adding claims relating to actions taken by our Board since the filing of his original
complaint and adding as defendants two of our directors who were not on our Board at the time
of his termination: Judy Codding and Michael Wrotniak. Mr. Cotter, Jr.’s lawsuit, as amended
from time to time, is referred to herein as the “Cotter Jr. Derivative Action” and his complaint,
as amended from time to time, is referred to herein as the “Cotter Jr. Derivative
Complaint.” The defendant directors named in the Cotter Jr. Derivative Complaint, from time to
time, are referred to herein as the “Defendant Directors.”

The Cotter Jr. Derivative Complaint alleges among other things, that the Defendant
Directors breached their fiduciary duties to the Company by terminating Mr. Cotter, Jr. as
President and Chief Executive Officer, continuing to make use of the Executive Committee that
has been in place for more than the past ten years (but which no longer includes Mr. Cotter, Jr.
as a member), making allegedly potentially misleading statements in our Company’s press
releases and filings with the SEC, paying certain compensation to Ellen Cotter, allowing the
Cotter Estate to make use of Class A Common Stock to pay for the exercise of certain long ]A5535
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outstanding stock options to acquire 100,000 shares of Class B Common Stock held of record
by the Cotter Estate and determined by the Nevada District Court to be assets of the Cotter
Estate, and allowing Ellen Cotter and Margaret Cotter to vote the 100,000 shares of Class B
Common Stock issued upon the exercise of such options, appointing Ellen Cotter as President
and Chief Executive Officer, appointing Margaret Cotter as Executive Vice President-Real
Estate Management and Development-NYC, and the way in which the Board handled an
unsolicited indication of interest made by a third party to acquire all of the stock of our
Company. In the lawsuit, Mr. Cotter, Jr. seeks reinstatement as President and Chief Executive
Officer, a declaration that Ellen Cotter and Margaret Cotter may not vote the above referenced
100,000 shares of Class B Stock, and alleges as damages fluctuations in the price for our
Company’s shares after the announcement of his termination as President and Chief Executive
Officer and certain unspecified damages to our Company’s reputation.
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In addition, our Company is in arbitration with Mr. Cotter, Jr. (Reading International,
Inc. v. James J. Cotter, AAA Case No. 01-15-0004-2384, filed July 2015) (the “Cotter IJr.
Employment Arbitration”) seeking declaratory relief and defending claims asserted by Mr.
Cotter, Jr. On January 20, 2017, Mr. Cotter Jr. filed a First Amended Counter-Complaint which
includes claims of breach of coniract, contractual indemnification, retaliation, wrongful
termination in violation of California Labor Code § 1102.5, wrongful discharge, and violations
of California Code of Procedure § 1060 based on allegations of unlawful and unfair conduct.
Mr. Cotter, Jr. seeks compensatory damages estimated by his counsel at more than $1.2 million,
plus unquantified special and punitive damages, penalties, interest and attorney’s fees. On April
9, 2017, the Arbitrator granted without leave to amend the Company’s motion to dismiss Mr.
Cotter, Jr.’s claims for retaliation, violation of labor code §1102.5 and wrongful discharge in
violation of public policy.

Mr. Cotter, Jr. also brought a direct action in the Nevada District Court (James J.
Cotter, Jr. v. Reading International, Inc., a Nevada corporation; Does 1-100 and Roe Entities,
1-100, inclusive, Case No. A-16-735305-B) seeking advancement of attorney’s fees incurred in
the Cotter Jr. Employment Arbitration, Summary judgment was entered against Mr. Cotter, Jr.
with respect to that direct action on October 3, 2016.

For a period of approximately 12 months, between August 6, 2015 and August 4, 2016,
our Company and our directors other than Mr. Cotter, Jr. were subject to a derivative
lawsuit filed in the Nevada District Court captioned T2 Partners Management, LP, a Delaware
limited partnership, doing business as Kase Capital Management; T2 Accredited Fund, LP, a
Delaware limited partnership, doing business as Kase Fund; T2 Qualified Fund, LP, a Delaware
limited partnership, doing business as Kase Qualified Fund; Tilson Offshore Fund, Ltd, a
Cayman Islands exempted company; T2 Partners Management I, LLC, a Delaware limited
liability company, doing business as Kase Management; T2 Partners Management Group, LLC,
a Delaware limited liability company, doing business as Kase Group; JMG Capital
Management, LLC, a Delaware limited liability company, Pacific Capital Management, LLC, a
Delaware limited liability company (the “T2 Plaintiffs”), derivatively on behalf of Reading
International, Inc. vs. Margaret Cotter, Ellen Cotter, Guy Adams, Edward Kane, Douglas
McEachern, Timothy Storey, William Gould and Does 1 through 100, inclusive, as defendants,
and, Reading International, Inc., a Nevada corporation, as Nominal Defendant. That complaint
was subsequently amended (as amended the “T2 Derivative Complaint”) to add as defendants
Directors Judy Codding and Michael Wrotniak (collectively with the directors initially named
the “T2 Defendant Directors®) and S. Craig Tompkins, our Company’s legal counsel
(collectively with the T2 Defendant Directors, the “T2 Defendants”).  The T2 Derivative
Action was settled pursuant to a Settlement Agreement between the parties dated August 4,
2016, which as modified was approved by the Nevada District Court on October 6, 2016. The
District Court’s Order provided for the dismissal with prejudice of all claims contained in the T2
Plaintiffs’ First Amended Complaint and provide that each side would be responsible for its
own attorneys’ fees.

In the joint press release issued by our Company and the T2 Plaintiffs on July 13, 2016,
representatives of the T2 Plaintiffs stated as follows: "We are pleased with the conclusions
reached by our investigations as Plaintiff Stockholders and now firmly believe that the Reading
Board of Directors has and will continue to protect stockholder interests and will continue to
work to maximize shareholder value over the long-term. We appreciate the Company's
willingness to engage in open dialogue and are excited about the Company's prospects. Our
questions about the termination of James Cotter, Jr., and various transactions between Reading
and members of the Cotter family-or entities they control-have been definitively addressed and
put to rest, We are impressed by measures the Reading Board has made over the past year to
further strengthen corporate governance. We fully support the Reading Board and management
team and their strategy to create stockholder value.”

The T2 Plaintiffs alleged in their T2 Derivative Complaint various violations of
fiduciary duty, abuse of control, gross mismanagement and corporate waste by the T2 Defendant JA5537
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Directors. More specifically the T2 Derivative Complaint sought the reinstatement of James I.
Cotter, Jr. as President and Chief Executive Officer, an order sefting aside the election results
from the 2015 Annual Meeting of Stockholders, based on an allegation that Ellen Cotter and
Margaret Cotter were not entitled to vote the shares of Class B Common Stock held by the
Cotter Estate and the Cotter Trust, and certain monetary damages, as well as equitable injunctive
relief, attorney fees and costs of suit. In May 2016, the T2 Plaintiffs unsuccessfully sought a
preliminary injunction (1) enjoining the Inspector of Elections from counting at our 2016
Annpual Meeting of Stockholders any proxies purporting to vote either the 327,808 Class B
shares held of record by the Cotter Estate or the 696,080 Class B shares held of record by the
Cotter Trust, and (2) enjoining Ellen Cotter, Margaret Cotter and James J. Cotter, Jr. from voting
the above referenced shares at the 2016 Annual Meeting of Stockholders. This request for
preliminary injunctive relief was denied by the Nevada District Court after a hearing on May 26,
2016.
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On September 15, 2016, Mr. Cotter, Jr. filed a writ with the Nevada Supreme Court
seeking a determination that the Nevada District Court erred in its determination that, by
communicating his thoughts about the Cotter Jr. Derivative Action with counsel for the T2
Plaintiffs without any confidentiality or joint representation agreement, Mr. Cotter, Jt’s counsel
waived any attorney work product privilege that might otherwise have been applicable to such
communication. Our Company is of the view that any privilege was waived by the unprotected
communication of such thoughts to a third party such as counsel to the T2 Plaintiffs. On March
23, 2017, the Nevada Supreme Court set oral argument on the matter for the next available
calendar.

On February 14, 2017, we filed a writ with the Nevada Supreme Court seeking a
determination that the Nevada District Court erred in its decision to allow Mr. Cotter, Jr. access
to certain communications between the Defendant Directors and Company counsel, which the
Defendant Directors and our Company believe to be subject to the attorney-client
communication privilege. Specifically, our writ asks the Nevada Supreme Court to determine
whether the fact that the Defendant Directors are relying upon the Nevada business judgment
rule constitutes, in whole or in part, a waiver of the attorney-client privilege held by us.

Our request was substantially mooted by the decision in July 2017 in the Wynn Resorts
Case, in which similar issues were qonsidered. In that case, the Nevada Supreme Court stated:

Accordingly, we reiterate that the business judgment rule goes beyond shielding
directors from personal liability in decision-making. Rather, it also ensures that courts
defer to the business judgment of corporate executives and prevents courts from
“substitute[ing] [their] own notions of what is or is not sound business judgment,” if
“the directors of a corporation acted on an informed basis, in good faith and in the
honest belief that the action taken was in the best interests of the company.” [Citations
omitted]

And,

We agree that “it is the existence of legal advice that is material to the question of
whether the board acted with due care, not the substance of that advice.” Accordingly,
the district court erred when it compelled Wynn Resorts to produce any attorney client
privileged . . . documents on the basis that Wynn Resorts waive the attorney-client
privilege of those documents by claiming the business judgment rule as a
defense. [Citations omitted].

On September 18, 2017, in light of the decision by the Nevada Supreme Court in the
Wynn Resorts Case, the Nevada District Court ruled that the attorney-client communications
privilege applicable to advice given by company counsel to directors of the Company was not
waived by the fact that the directors may have disclosed that, in the execution of their
obligations as directors, they obtained advice of counsel, and that while the fact that such advice
was received may be relevant to whether or not a director had meet his or her duties of care, the
substance of such advice nevertheless continued to be protected by the attorney-client
communications privilege. The Nevada District Court further noted that such privilege
belonged to the Company, and could not be waived by individual directots. Accordingly, the
Nevada District Court denied Mr. Cotter, Jr.’s motion to discover advice given by Company
counsel to the Defendant Directors.

With the resolution of this issue, the Company believes that the remaining discovery is
very limited and that it is likely that the Cotter Jr. Derivative Action will be tried beginning in
the first quarter of next year.

The Cotter Jr. Employment Arbitration is in the discovery phase.
JA5539
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Our Company is and was legally obligated to cover the costs and expenses incurred by
our Defendant Directors in defending the Cotter Jr. Derivative Action and the T2 Derivative
Action. Furthermore, although in a derivative action, the stockholder plaintiff seeks damages or
other relief for the benefit of our Company, and not for the stockholder plaintiff’s individual
benefit and, accordingly, we are, at least in theory, only a nominal defendant, as a practical
matter, because Mr. Cotter, Jr. is also seeking, among other things, an order that our Board’s
determination to terminate Mr. Cotter, Jr. was ineffective and that he be reinstated as the
President and Chief Executive Officer of our Company and also limiting the use of our Board’s
Executive Commitiee, and as he asserts potentially misleading statements in certain press
releases and filings with the SEC, our Company is also incurring on its own account significant
cost and expense defending the decision to terminate Mr. Cotter, Jr. as President and Chief
Executive Officer, its board committee structure, and the adequacy of those press releases and
filings, in addition to its costs incurred in responding to discovery demands and satisfying
indemnity obligations to the
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Defendant Directors. Likewise, in connection with the T2 Derivative Action, our Company
incurred substantial costs defending claims related to the defense of claims relating to the
termination of Mr. Cotter, Jr., opposing his reinstatement, and defending the conduct of its
annual meetings. Cost incurred in the Cotter Jr. Employment Arbitration and in the defense of
the Cotter Jr. Attorney’s fees case were direct costs of our Company.

The Directors and Officer’s Insurance Policy, in the amount of $10 million, being used
to cover a portion of the costs of defending the Cotter Jr. Derivative Action, has been
exhausted. We are now covering the defense costs of the Defendant Directors, in addition to our
own costs incurred in connection with the Cotter Jr. Derivative Action.

On August 7, 2017, our Board appointed a Special Independent Committee to, among
other things, review, consider, deliberate, investigate, analyze, explore, evaluate, monitor and
exercise general oversight of any and all activities of the Company directly or indirectly
involving, responding to or relating to the Cotter Jr. Derivative Action, the Cotter Jr.
Employment Arbitration and any other litigation or arbitration matters involving any one or
more of Ellen Cotter, Margaret Cotter, James J. Cotter, Jr., the Cotter Estate and/or the Cotter
Trust. See “Board Committees—Special Independent Committee,” above.

PROPOSAL 1: ELECTION OF DIRECTORS
Nominees for Election

Eight Directors are to be elected at our Annual Meeting to serve until the Annual
Meeting of Stockholders to be held in 2018 or until their successors are duly elected and
qualified. Unless otherwise instructed, the proxyholders will vote the proxies received by us
“FOR” the election of the nominees below, all of whom currently serve as Directors. The eight
nominees for election to the Board who receive the greatest number of votes cast for the election
of Directors by the shares present and entitled to vote will be elected Directors. The nominees
named have consented to serve if elected.

The names of the nominees for Director, together with certain information regarding
them, are as follows:

Name Age  Position

Ellen M. Cotter 51 Chairperson of the Board and Chief Executive Officer and
President (1)

Guy W. Adams 65 Director (1)

Judy Codding 71 Director (2)

Margaret Cotter 49 Vice Chairperson of the Board and Executive Vice
President-Real Estate Management and Development-NYC
O

William D. Gould 78 Director (3)

Edward L. Kane 79 Director (1) (2) (4)

Douglas J. McEachern 65 Director (2) (4)

Michael Wrotniak 50 Director (4)

(1) Member of the Executive Committee.

(2) Member of the Compensation Committee.
(3) Lead Independent Director.

(4) Member of the Audit Committee.

Ellen M. Cotter. Ellen M. Cotter has been a member of our Board of Directors since
March 13, 2013, and currently serves as a member of our Executive Committee. Ms. Cotter was
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permanent President and Chief Executive Officer. She joined the Company in March
1998. Ms. Cotter is also a director of Cecelia Packing Corporation (a Cotter family-owned
citrus grower, packer and marketer). Ms. Cotter is a graduate of Smith College and holds a Juris
Doctor from Georgetown University Law Center. Prior to joining the Company, Ms. Cotter

spent four years in private practi

ce as a corporate attorney with the law firm of White & Case in

New York City. Ms. Cotter is the sister of Margaret Cotter and James J. Cotter, Jr. Prior to
being appointed as our President and Chief Executive Officer, Ms. Cotter served for more than
ten years as the Chief Operating Officer (“COO”) of our domestic cinema operations, in which
capacity she had, among other things, responsibility for the acquisition and development,
marketing and operation of our cinemas in
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the United States. Prior to her appointment as COO of Domestic Cinemas, she spent a year in
Australia and New Zealand, working to develop our cinema and real estate assets in those
countries. Ms. Cotter is the Co-Executor of her father’s estate, which is the record owner of
297,070 shares of Class A Stock and 427,808 shares of our Class B Stock (representing 25.5%
of such Class B Stock). Ms. Cotter is a Co-Trustee of the James J. Cotter Foundation (the
“Cotter Foundation™), which is the record holder of 102,751 shares of Class A Stock and Co-
Trustee of the James J. Cotter, Sr. Trust (the “Cotter Trust”), which is the record owner of
1,897,649 shares of Class A Stock and 696,080 shares of Class B Stock (representing an
additional 41.4% of such Class B Stock). Ms. Cotter also holds various positions in her family’s
agricultural enterprises.

Ms. Cotter brings to our Board her nineteen years of experience working in our
Company’s cinema operations, both in the United States and Australia. She has also served as
the Chief Executive Officer of Reading’s subsidiary, Consolidated Entertainment, LL.C, which
operates substantially all of our cinemas in Hawaii and California. In addition, with her direct
ownership of 802,903 shares of Class A Stock and 50,000 shares of Class B Stock and her
positions as Co-Executor of her father’s estate and Co-Trustee of the Cotter Trust and the Cotter
Foundation, Ms. Cotter is a significant stakeholder in our Company. Ms. Cotter is well
recognized in and a valuable liaison to the film industry. In recognition of her contributions to
the independent film industry, Ms. Cotter was awarded the first Gotham Appreciation Award at
the 2015 Gotham Independent Film Awards. She was also inducted that same year into the
Show East Hall of Fame.

Guy W. Adams. Guy W. Adams has been a Director of the Company since January 14,
2014, and currently serves as the chair of our Executive Committee. For more than the past
eleven years, he has been a Managing Member of GWA Capital Partners, LLC, a registered
investment adviser managing GWA Investments, LL.C, a fund investing in various publicly
traded securities. Over the past sixteen years, Mr. Adams has served as an independent director
on the boards of directors of Lone Star Steakhouse & Saloon, Mercer International, Exar
Corporation and Vitesse Semiconductor. At these companies, he has held a variety of board
positions, including lead director, audit committee chair and compensation committee chair. He
has spoken on corporate governance topics: before such groups as the Council of Institutional
Investors, the USC Corporate Governance Summit and the University of Delaware
Distinguished Speakers Program. Mr. Adams provides investment advice to private clients and
currently invests his own capital in public and private equity transactions. He served as an
advisor to James J. Cotter, Sr. and continues to provide professional advisory services to various
enterprises now owned by either the Cotter Estate or the Cotter Trust. Mr. Adams also provides
services to two captive ihsurance companies owned in equal shares by Ellen M. Cotter, James J.
Cotter, Jr. and Margaret Cotter. Mr. Adams received his Bachelor of Science degree in
Petroleum Engineering from Louisiana State University and his Masters of Business
Administration from Harvard Graduate School of Business Administration.

Mr. Adams brings many years of experience serving as an independent director on
public company boards, and in investing and providing financial advice with respect to
investments in public companies.

Dr. Judy Codding. Dr. Judy Codding has been a Director of our Company since
October 5, 2015, and currently serves as a member of our Compensation Committee.  Dr.
Codding is a globally respected education leader. From October 2010 until October 2015, she
served as the Managing Director of “The System of Courses,” a division of Pearson, PLC
(NYSE: PSO), the largest education company in the world that provides education products and
services to institutions, governments and to individual learners. Prior to that time, Dr. Codding
served as the Chief Executive Officer and President of America’s Choice, Inc., which she
founded in 1998, and which was acquired by Pearson in 2010. America’s Choice, Inc. was a
leading education company offering comprehensive, proven solutions to the complex problems
educators face in the era of accountability. Dr. Codding has a Doctorate in Education from
University of Massachusetts at Amberst and completed postdoctoral work and served as a
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focused on moral leadership. Dr. Codding has served on various boards, including the Board of
Trustees of Curtis School, Los Angeles, CA (since 2011) and the Board of Trustees of
Educational Development Center, Inc. since 2012. Through family entities, Dr. Codding has
been and continues to be involved in the real estate business in Florida and the exploration of
mineral, oil and gas rights in Maryland and Kentucky.

Dr. Codding brings to our Board her experience as an entrepreneur, as an author,

advisor and researcher in the areas of leadexrship training and decision-making as well as her
experience in the real estate business.
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Margaret Cotter. Margaret Cotter has been a Director of our Company since
September 27, 2002, and on August 7, 2014 was appointed Vice Chairperson of our Board and
currently serves as a member of our Executive Committee. On March 10, 2016, our Board
appointed Ms. Cotter as Executive Vice President-Real Estate Management and Development-
NYC, and Ms. Cotter became a full time employee of our Company. In this position, Ms. Cotter

" is responsible for the management of our live theater properties and operations, including the
oversight of the day to day development process of our Union Square and Cinemas 1, 2, 3
properties. Ms. Cotter is the owner and President of OBL, LLC (“OBI™), which, from 2002 until
her appointment as Executive Vice President — Real Estate Management and Development-
NYC, managed our live-theater operations under a management agreement and provided
management and various services regarding the development of our New York theater and
cinema properties. Pursuant to the OBI management agreement, Ms. Cotter also served as the
President of Liberty Theaters, LLC, the subsidiary through which we own our live theaters. The
OBI management agreement was terminated with Ms. Cotter’s appointment as Executive Vice
President-Real Estate Management and Development-NYC. See Certain Relationships and
Related Transactions, and Director Independence, below for more information about the
services provided by OBL. Ms. Cotter is also a theatrical producer who has produced shows in
Chicago and New York and in May 7017 due to other commitments stepped down as a long
time board member of the League of Off-Broadway Theaters and Producers. She is a director of
Cecelia Packing Corporation. Ms. Cotter, a former Assistant District Attorney for King’s
County in Brooklyn, New York, graduated from Georgetown University and Georgetown
University Law Center. She is the sister of Ellen M. Cotter and James J. Cotter, Jr. Ms.
Margaret Cotter is a Co-Executor of her father’s estate, which is the record owner of 297,070
shares of Class A Stock and 427,808 shares of our Class B Stock (representing 25.5% of such
Class B Stock). Ms. Cotter is also a Co-Trustee of the Cotter Trust, which is the record owner
of 1,897,649 shares of Class A Stock and 696,080 shares of Class B Voting Common Stock
(representing an additional 41.4% of such Class B Stock). Ms. Cotter is also a Co-Trustee of the
Cotter Foundation, which is the record holder of 102,751 shares of Class A Stock and of the
James. J. Cotter Grandchildren’s Trust which is the record holder of 274,390 shares of Class A
Stock. Ms. Cotter also holds various positions in her family’s agricultural enterprises.

Ms. Cotter brings to the Board her experience as 2 live theater producer, theater
operator and an active member of the New York theatre community, which gives her insight into
live theater business trends that affect our business in this sector, and in New York and Chicago
real estate matters. Operating and the daily oversight of our theater properties for over 18 years,
Ms. Cotter contributes to the strategic direction for our developments. In addition, with her
direct ownership of 810,284 shares of Class A Stock and 35,100 shares of Class B Stock and her
positions as Co-Executor of her father’s estate and Co-Trustee of the Cotter Trust, the Cotter
Foundation, and the James J. Cotter Grandchildren’s Trust, Ms. Cotter is a significant

stakeholder in our Company.

William D. Gould. William D. Gould has been a Director of our Company since
October 15, 2004, and currently serves as our Lead Independent Director. Mr. Gould has been a
member of the law firm of TroyGould PC since 1986. Previously, he was a partner of the law
firm of O’Melveny & Myers. We have from time to time retained TroyGould PC for legal
advice. Total fees payable to Mr. Gould’s law firm for calendar year 2016 were $1,088. Mr.
Gould is an author and lecturer on the subjects of corporate governance and mergers and
acquisitions. Mr. Gould brings to our Board more than fifty years of experience as a corporate
Jlawyer and advisor focusing on corporate governance, mergers and acquisitions.

Edward L. Kane. Edward L. Kane has been a Director of our Company since October
15, 2004. Mr. Kane was also a Director of our Company from 1985 to 1998, and served as
President from 1987 to 1988. Mr. Kane currently serves as the chair of our Compensation
Committee, and until its functions were moved to the Audit Committee in May, 2016, as chair
of our Tax Oversight Committee. He also serves as a member of our Executive Committee and
our Audit Committee. Mr. Kane practiced as a tax attorney for many years in New York and in
California. Since 1996, Mr. Kane has acted as a consuliant and advisor to the health care
industry. During the 1990s, Mr. Kane also served as the Chairman and CEO of ASMG ]A5545
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Outpatient Surgical Centers in Southern California, and he served as a director of BDI
Investment Corp., which was a regulated investment company, based in San Diego. For over a
decade, he was the Chairman of Kane Miller Books, an award-winning publisher of children’s
books. At various times during the past three decades, Mr. Kane has been Adjunct Professor of
Law at two of San Diego’s law schools, most recently in 2008 and 2009 at Thomas Jefferson
School of Law, and prior thereto at California Western School of Law.

In addition to his varied business experience, Mr. Kane brings to our Board his many
years as a tax attorney and law professor. Mr. Kane also brings his experience as a past
President of Craig Corporation and of Reading Company, two of our corporate predecessors, as
well as his experience as a former member of the boards of directors of several publicly held
corporations.
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Douglas J. McEachern. Douglas J. McEachern has been a Director of our Company
since May 17, 2012. Mr. McEachern curtently serves as the Chair of our Audit Committee, a
position he has held since August 1, 2012 and as a member of our Compensation Committee,
since May 14, 2016. He has served as a member of the board and of the audit and compensation
committees for Willdan Group, a NASDAQ listed engineering company, since 2009. From June
2011 until October 2015, Mr. McEachern was a director of Community Bank in Pasadena,
California and a member of its audit committee. Mr. McEachern served as the chair of the
board of Community Bank from October 2013 until October 2015. He also is a member of the
finance committee of the Methodist Hospital of Arcadia. From September 2009 to December
2015, Mr. McEachern served as an instructor of auditing and accountancy at Claremont
McKenna College. Mr. McEachern was an audit partner from July 1985 to May 2009 with the
andit firm of Deloitte & Touche, LLP, with client concentrations in financial institutions and real
estate. Mr. McEachern was also a Professional Accounting Fellow with the Federal Home Loan
Bank board in Washington DC, from June 1983 to July 1985. From June 1976 to June 1983,
Mr. McEachern was a staff member and subsequently a manager with the audit firm of Touche
Ross & Co. (predecessor to Deloitte & Touche, LLP). Mr. McEachern received a B.S. in
Business Administration in 1974 from the University of California, Berkeley, and an M.B.A. in
1976 from the University of Southern California.

Mr. McEachern brings to our Board his more than 39 years® experience meeting the
accounting and auditing needs of financial institutions and real estate clients, including our
Company. Mr. McEachern also brings his experience reporting as an independent auditor to the
boards of directors of a variety of public reporting companies and as a board member himself
for various companies and not-for-profit organizations.

Michael Wrotniak. Michael Wrotniak has been a Director of our Company since
October 12, 2015, and has served as a member of our Audit Committee since October 25,
2015. Since 2009, Mr. Wrotniak has been the Chief Executive Officer of Aminco Resources,
LLC (“Aminco”), a privately held international commodities trading firm. Mr. Wrotniak joined
Aminco in 1991 and is credited with expanding Aminco’s activities in Europe and Asia. By
establishing a joint venture with a Swiss engineering company, as well as creating partnerships
with Asia-based businesses, Mr. Wrotniak successfully diversified Aminco’s product
portfolio. Mr. Wrotniak became a partner of Aminco in 2002. Mr. Wrotniak is a member of the
Board of Advisors of the Little Sisters of the Poor at their nursing home in the Bronx, New York
since approximately 2004. Mr. Wrotniak graduated from Georgetown University in 1989 with a
B.S. in Business Administration (cum laude).

Mr. Wrotniak is a specialist in foreign trade, and brings to our Board his considerable
experience in international business, including foreign exchange risk mitigation.

Please see footnote 13 of the Beneficial Ownership of Securities table for additional
information regarding the Cotter Trust and the election of Ellen M. Cotter, Margaret Cotter and
James Cotter, Jr. to the Board.

Attendance at Board and Committee Meetings

During the year ended December 31, 2016, our Board met eleven times. The Audit
Committee held eleven meetings, the Compensation Committee held seven meetings, the
Executive Committee met five times and the CEO Search Committee met once. Each Director
attended at least 75% of these Board meetings and at least 75% of the meetings of all
committees on which he or she served.

Indemnity Agreements

We currently have indemnity agreements in place with each of our current Directors
and senior officers and employees, as well as certain of the Directors and senior officers and JA5547
employees of our subsidiaries. Under these agreements, we have agreed, subject to certain
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exceptions, to indemnify each of these individuals against all expenses, liabilities and losses
incurred in connection with any threatened, pending or contemplated action, suit or proceeding,
whether civil or criminal, administrative or investigative, to which such individual is a party or
is threatened to be made a party, in any manner, based upon, arising from, relating to or by
reason of the fact that such individual is, was, shall be or has been a Director, officer, employee,
agent or fiduciary of the Company.
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Compensation of Directors

During 2016, we paid our non-employee Directors $50,000 per year. We paid the
Chair of our Audit Committee an additional $20,000 per year, the Chair of our Compensation
Committee an additional $15,000 per year, the Executive Committee Chair an additional
$20,000 per year and the Lead Independent Director an additional $10,000 per year.

In March 2016, the Board approved additional special compensation to be paid for
extraordinary services to the Company and devotion of time in providing such services, as
follows:

Guy W. Adams: $50,000
Edward L. Kane: $10,000
Douglas J. McEachern:  $10,000

In January, 2016, each of our then non-employee Directors received an annual grant of
stock options to purchase 2,000 shares of our Class A Stock. The options awarded have a term
of five years, an exercise price equal to the market price of Class A Stock on the grant date and
were fully vested immediately upon grant. As discussed below, our outside director
compensation was changed for the remainder of 2016 and the years thereafter. See “2016 and
Future Director Compensation,” below.

Director Compensation Table

The following table sets forth information concerning the compensation to persons who
served as our non-employee Directors during 2016 for their services as Directors.

Fees Earned

or Paid in Stock All Other
Cash Awards  Compensation Total

Name ® (63]0)) (&) ®

Judy Codding 55,000 ® 60,000 0 115,000
James J. Cotter, Jr. 44492 @ 60,000 0 104,492
Margaret Cotter @ 11,058 0 0 11,058
Guy W. Adams 121,250 © 60,000 0 181,250
William D. Gould 60,000 o 60,000 0 120,000
Edward L. Kane 90,000 ® 60,000 0 150,000
Douglas J. McEachern 83,750 o 60,000 0 143,750
Michael Wrotniak 57,500 ao 60,000 0 117,500

(1) Fair value of the award computed in accordance with FASB ASC Topic 718.

(2) Until March 10, 2016, in addition to her Director’s fees, Ms. Margaret Cotter received a combination of fixed and
incentive management fees under the OBI management agreement described under the caption “Certain
Transactions and Related Party Transactions - OBI Management Agreement,” below. Upon her appointment as
EVP, Real Estate Management and Development — NYC, she ceased to receive compensation for her services as a
director.

(3) Represents payment of Base Director Fee of $50,000 and a Compensation Committee Member Fee of $5,000.

(4) Represents payment of Base Director Fee of $50,000 less amounts related to expenses that were owed to
Compary.

(5) Represents payment of prorated Base Director Fee for the 2016 First Quarter.

(6) Represents payment of Base Director Fee of $50,000, Executive Committee Chairman Fee of $20,000 and a one-
time payment of $50,000 for extraordinary services and unusual time demands. The amount also includes a
prorated Compensation Committee Member Fee of $1,250 for the 2016 First Quarter.

(7) Represents payment of Base Director Fee of $50,000 and Lead Independent Member Fee of $10,000.

(8) Represents payment of Base Director Fee of $50,000, Audit Committee Member Fee of $7,500, Compensation ] A5549
Committee Chairman Fee of $15,000, Executive Committee Member Fee of $7,500 and a one-time payment of
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$10,000 for extraordinary services and unusual time demands.

(9) Represents payment of Base Director Fee of $50,000, Audit Committee Chairman Fee of $20,000 and a one-time
payment of $10,000. The amount also includes a prorated Compensation Committee Member Fee of $3,750 for

the 2016 Second, Third and Fourth Quarters.
(10) Represents payment of Base Director Fee of $50,000 and Audit Committee Member Fee of $7,500.
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2016 and Future Director Compensation

As discussed below in “Compensation Discussion and Analysis,” the Executive
Committee of our Board, upon the recommendation of our Chief Executive Officer, requested
the Compensation Committee to evaluate the Company's compensation policy for outside
directors and to establish a plan that encompasses sound corporate practices consistent with the
best interests of the Company. Our Compensation Committee undertook to review, evaluate,
revise and recommend the adoption of new compensation arrangements for executive and
management officers and outside directors of the Company. In January 2016, the Compensation
Committee retained the international compensation consulting firm of Willis Towers Watson as
its advisor in this process and also relied on our legal counsel, Greenberg Traurig, LLP.

The process followed by our Compensation Committee was similar to that in scope and
approach used by the Compensation Committee in considering executive compensation. Willis
Towers Watson reviewed and presented to the Compensation Committee the competitiveness of
the Company’s outside director compensation. The Company’s outside director compensation
was compared to the compensation paid by the 15 peer companies (identified “Compensation
Discussion and Analysis™). Willis Towers Watson’s key findings were:

Our annual Board retainer was slightly above the 50th percentile while the
total cash compensation paid to outside Directors was close to the 25th
percentile.

Due to our minimal annual Director equity grants, total direct compensation to
our outside Directors was the lowest among the peer group.

We should consider increasing our committee cash compensation and annual
Director equity grants to be in line with peer practices.

The foregoing observations and recommendations were studied, questioned and
thoroughly discussed by our Compensation Committee, Willis Towers Watson and legal counsel
over the course of our Compensation Committee meetings. Among other things, our
Compensation Committee discussed and considered the recommendations made by Willis
Towers Watson regarding Director retainer fees and equity awards for Directors. Following
discussion, our Compensation Committee recommended and our Board authorized that:

The Board retainer currently paid to outside Directors will not be changed.
The committee chair retainers will be increased to $20,000 for our Audit
Committee and our Executive Committee and $15,000 for our Compensation
Committee.

The committee member fees will be $7,500 for our Audit and Executive
Committees and $5,000 for our Compensation Committee.

The Lead Independent Director fee will be increased to $10,000.

The annual equity award value to Directors will be $60,000 as a fixed dollar
value based on the closing price on the date of the grant and, that the equity
award be restricted stock units and that such restricted stock units have a
twelve month vesting period.

Our Board also approved additional special compensation to be paid to certain
directors for extraordinary services provided to us and devotion of time in
providing such services as follows:

o Guy W. Adams, $50,000
o Edward L. Kane, $10,000
o Douglas J. McEachern, $10,000

Our Board compensation was made effective for the year 2016 and equity grants were
made on March 10, 2016 based upon the closing of the Company's Class A Common Stock on
such date.

Vote Required

The eight nominees receiving the greatest number of votes cast at the Annual Meeting
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will be elected to the Board.

The Board has nominated each of the nominees discussed above to hold office until the
2018 Annual Meeting of Stockholders and thereafter until his or her respective successor has
been duly elected and qualified. The Board has no reason to believe that any nominee will be
unable or to serve and all nominees named have consented to serve if elected.
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Ellen M. Cotter and Margaret Cotter, who together have shared voting control over an
aggregate of 1,208,988 shares, or 71.9%, of our Class B Stock, have informed the Board that
they intend to vote the shares beneficially held by them in favor of eight nominees named in this
Proxy Statement for election to the Board discussed under Proposal 1 (the Election of
Directors).

Recommendation of the Board

THE BOARD RECOMMENDS A VOTE “FOR” EACH OF THE DIRECTOR
NOMINEES.

PROPOSAL 2: ADVISORY VOTE ON EXECUTIVE COMPENSATION

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the "Dodd-
Frank Act") requires that our stockholders have the opportunity to cast a non-binding, advisory
vote regarding the approval of the compensation of our “named executive officers” as disclosed
in this Proxy Statement. A description of the compensation paid to these individuals is set out
below under the heading, “Executive Compensation.”

We believe that the compensation policies for the named executive officers are designed to
attract, motivate and retain talented executive officers and are aligned with the long-term
interests of our stockholders. This advisory stockholder vote, commonly refetred to as a “say-
on-pay” vote, gives you as a stockholder the opportunity to approve or not approve the
compensation of the named executive officers that is disclosed in this Proxy Statement by
voting for or against the following resolution (or by abstaining with respect to the resolution).

At our Annual Meeting of Stockholders held on May 15, 2014, we held an advisory
vote on executive compensation. Out stockholders voted in favor of our Company’s executive
compensation. The Compensation Committee reviewed the results of the advisory vote on
executive compensation in 2014 and did not make any changes to our compensation based on
the results of the vote.

This vote is advisory in nature and therefore is not binding on either our Board or us.
However, the Compensation Committee will take into account the outcome of the stockholder
vote on this proposal when considering future executive compensation arrangements.
Furthermore, this vote is not intended to address any specific item of compensation, but rather
the overall compensation of our “named executive officers” and our general compensation
policies and practices.

Vote Required

The approval of this proposal requires the number of votes cast in favor of this proposal to
exceed the number of votes cast in opposition to this proposal.

Ellen M. Cotter and Margaret Cotter, who together have shared voting control over an
aggregate of 1,208,988 shares, or 71.9%, of our Class B Stock, have informed the Board that
they intend to vote the shares beneficially held by them in favor of the advisory vote on the “say
on pay” for our “pamed executive officers” discussed under Proposal 2 (the Executive
Compensation Proposal).

Recommendation of the Board

THE BOARD RECOMMENDS A VOTE “FOR” THE APPROVAL OF THE
COMPENSATION PAID TO OUR NAMED EXECUTIVE OFFICERS.

PROPOSAL 3: ADVISORY VOTE ON THE FREQUENCY OF VOTES ON JA5553
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EXECUTIVE COMPENSATION

The Dodd-Frank Act requires our stockholders to have the opportunity to cast a non-
binding, advisory vote regarding how frequently we should conduct a say-on-pay vote (similar
to Proposal 2 above). At our 2011 Annual Meeting of stockholders, our stockholders voted to
hold an advisory vote on executive compensation every three years. Accordingly, we have
subsequently submitted say-on-pay proposals on executive compensation every three years at
our annual meetings.
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We are required to hold a vote on the frequency of say-on-pay proposals every six years. As
a result, we are again asking you to vote on whether you would prefer an advisory vote every
one, two or three years or you may abstain. The Board has determined that an advisory vote on
executive compensation every year is the best approach for the Company. This recommendation
is based on a number of considerations, including the following:

Our Company has implemented a number of corporate governance best
practices and this recommendation is in keeping with that direction; and

An annual cycle will provide stockholders the opportunity to make a non-
binding vote on our executive compensation, rather than the previous three
year cycle.

Vote Required

The option receiving the greatest number of votes (every one, two or three years) will
be considered the frequency approved by stockholders. Although the vote is non-binding, the
Board will take into account the outcome of the vote when making future decisions about the
frequency for holding an advisory vote on executive compensation.

Ellen M. Cotter and Margaret Cotter, who together have shared voting control over an
aggregate of 1,208,988 shares, or 71.9%, of our Class B Stock, have informed the Board that
they intend to vote the shares beneficially held by them in favor of conducting the Advisory
Vote on Executive Compensation every year.

Recommendation of the Board

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT
STOCKHOLDERS VOTE TO CONDUCT AN ADVISORY VOTE ON EXECUTIVE
COMPENSATION EVERY YEAR.

PROPOSAL 4: APPROVAL OF AN AMENDMENT TO INCREASE THE NUMBER OF
SHARES OF COMMON STOCK ISSUABLE UNDER THE COMPANY’S 2010 STOCK
INCENTIVE PLAN

General

At the Annual Meeting, the stockholders will be asked to approve an amendment to the
2010 Stock Incentive Plan (the “2010 Plan”) to increase the number of shares of Common Stock
reserved for issuance under the 2010 Plan by an additional 947,460 shares to bring our
authorization back up to the original 1,250,000 share authorization.

As of September 30, 2017, there were 302,540 shares authorized for issuance under the
2010 Plan and available for firture grants or awards. The purpose of the amendment is to ensure
that we will continue to have a sufficient reserve of Common Stock available under the 2010
Plan and will be able to maintain our equity incentive compensation program. Subject to the
approval of stockholders, our Board adopted the amendment to the 2010 Plan on March 2, 2017,
to increase the number of shares of Common Stock available for issuance under the 2010 Plan
by 947,460 shares to bring our authorization back up to the original 1,250,000 share
authorization.

We strongly believe that the approval of the amendment to the 2010 Plan is essential to our
continued success. Our Board and management believe that equity awards motivate high levels
of performance, align the interests of our employees and stockholders by giving directors,
employees and consultants the perspective of owners with an equity stake in our Company, and
provide an effective means of recognizing their contributions to the success of our Company.
Our Board and management believe that equity awards are necessary to remain competitive in
our industry and are essential to recruiting and retaining the highly qualified employees who
help us meet our goals. Our Board and management believe that the ability to grant equity
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awards will be important to our future success.

The following is a summary of the material terms of the 2010 Plan, as amended by the
proposed amendment. This summary is not complete and is qualified in its entirety by reference
to the full text of the 2010 Plan, as amended by the proposed amendment.

Share Reserve. If this amendment is approved, the number of shares of Common Stock
reserved for issuance under the 2010 Plan will include (a) shares reserved for issnance under the
2010 Plan not to exceed an aggregate of 1,250,000 shares of Common Stock, (b) the number of
shares available for issuance under the Plan shall be reduced by one (1) share for each share of
Common Stock issued pursuant to a Stock Award granted under the 2010 Plan and (c) one (1)
share for each Common Stock equivalent subject to a stock appreciation right granted under the
2010 Plan.
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