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COMES NOW, Defendants Margaret Cotter, Ellen Cotter, Guy Adams, Edward Kane, and
Douglas McEachern, by and through their counsel of record, Cohen-Johnson, LLC and Quinn Emanuel
Urquhart & Sullivan, LLP, and hereby submit this Motion to Dismiss the Complaint.

This Motion is based upon the following Memorandum of Points and Authorities, the pleadings and
papers on file, and any oral argument at the time of a hearing on this motion.
DATED this 10" day of August, 2015.
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NOTICE OF MOTION

TO: MARK G. KRUM, LEWIS ROCA ROTHBERGER LLP, Attorneys for Plaintiff.

PLEASE TAKE NOTICE that the above Motion will be heard the

10

day of

SEPTEMBER , 2015 at 8:30A in Department XXVII of the above

designated Court or as soon thereafter as counsel can be heard.

Dated this 10th day of August, 2015.

Respectfully Submitted,
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H. Stan Johnson, Esq.
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MEMORANDUM OF POINTS AND AUTHORITIES

I. INTRODUCTION

Plaintiff James J. Cotter, Jr. (*“Plaintiff” or “James Cotter”) filed this action, individually
and as a shareholder of Reading International, Inc. (*Reading”), seeking to bolster his frivolous
wrongful termination claim by trying to turn it into a derivative action."  Plaintiff alleges that
Reading’s Board of Directors acted improperly in voting to terminate him as President and CEO
of Reading and, in doing so, breached their fiduciary duties as board members. However,
Plaintiff has failed to allege any facts sufficient to support an individual or derivative claim
against any member of Reading’s Board for a breach of fiduciary duty. Although most of
Plaintiff’s allegations are provably false, even assuming them to be true they amount to nothing
more than conclusory claims that any Reading director who voted in favor of his termination
must have been motivated by personal interests and must have failed to exercise proper business
judgment. The Complaint offers no facts—and none exist—to make even a facial showing that
any Reading director cannot act in a disinterested manner and exercise proper business judgment
with respect to decisions regarding Plaintiff’s employment.

First, Plaintiff failed to make a pre-suit demand to Reading’s Board of Directors, as
required by Nevada law, to remedy the allegedly improper Board action. Though Nevada law
provides that pre-suit demand may be excused in certain limited scenarios, Plaintiff has failed to
plead with particularity that the demand should be so excused here. Instead, Plaintiff claims that
such demand is excused because of vaguely alleged conflicts of interests alluded to in the
Complaint. Plaintiff’s cursory demand futility allegations are based on the same flawed premise
as the Complaint generally: that Plaintiff’s ouster could only have been supported by a director
who failed to act in a disinterested and independent manner. That circular logic, however, is
insufficient to excuse pre-suit demand and has been specifically rejected by Nevada courts.

Second, Plaintiff has failed to adequately plead an essential element of each of his three

claims. The claims—two for breach of fiduciary duty and one for aiding and abetting breach of
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fiduciary duty—all require Plaintiff to plead that any purported damages to Reading were
proximately caused by Defendants’ improper conduct. Plaintiff has not done so for any of his
claims. Indeed, Plaintiff does not even allege how Reading and its shareholders were supposedly
damaged by his termination, let alone how such damage is related to Defendants’ supposedly
improper conduct. This failure to adequately plead proximate causation requires dismissal of
each of the three purported causes of action in the Complaint.

Third, Plaintiff cannot fairly and adequately represent the interests of Reading
shareholders in a derivative action, as required by the Nevada Rules of Civil Procedure.
Plaintiff’s claims amount to the assertion that he shouldn’t have been fired. Such a personal
claim cannot, and should not, be brought on behalf of all shareholders of Reading.

Finally, to the extent Plaintiff asserts that there was a breach of fiduciary duty to him
individually, as opposed to in his capacity as a Reading shareholder, such individual claims fail
as a matter of law. Plaintiff’s purported causes of action each require the existence of a fiduciary
duty between Plaintiff and members of Reading’s Board. It is undisputed that members of
Reading’s Board of Directors, including all individual defendants, owed a fiduciary duty to the
corporation. The Board of Directors owed no such duty, however, to Plaintiff in his individual
capacity or as an employee/officer of Reading. Neither a corporation nor its board of directors
owes a fiduciary duty to its officers. Accordingly, Plaintiff has not, and cannot, plead facts
sufficient to state a claim that any fiduciary duty was violated as to him individually.

Based on these numerous fatal flaws in the Complaint, Defendants Margaret Cotter, Ellen
Cotter, Guy Adams, Edward Kane, and Douglas McEachern (the “Moving Defendants™)
respectfully request that Plaintiff’s Complaint be dismissed in its entirety. Plaintiff has failed to
state a claim as to each of the three purported causes of action either in his capacity as a

shareholder derivative plaintiff or as an individual plaintiff.

L' That this action is, at its core, a wrongful termination claim is the basis for the Motion to

Compel Arbitration filed by Reading International, Inc.
2

RAS8




Las Vegas, Nevada 89119
(702) 823-3500 FAX: (702) 823-3400

COHEN-JOHNSON, LLC
255 E. Warm Springs Road, Suite 9

e R W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

IL. FACTS AS ALLEGED IN PLAINTIFF’S COMPLAINT?

A. Reading International

Reading International is a Nevada corporation principally engaged in the development,
ownership, and operation of entertainment and real estate assets in the United States, Australia,
and New Zealand. Compl., | 15. Reading’s Board of Directors appointed Plaintiff James Cotter,
Jr. as President of Reading on June 1, 2013, and as CEO on August 7, 2014, after his father
retired from the position due to health reasons. Id., {7, 17. Plaintiff claims to be a holder of
voting shares of Reading stock and also claims to be a co-trustee of a trust which owns a large
number of both voting and non-voting shares of Reading stock. Id. Plaintiff was, as of the time
of his Complaint, one of eight members of Reading’s Board of Directors. Id.

Besides Plaintiff, the seven remaining members of Reading’s Board of Directors are: (1)
Margaret Cotter, Plaintiff’s sister, who has served as a director since 2002 and runs Reading’s
live theater division, manages certain live theater real estate, and has been responsible for pre-
development work on Reading’s Manhattan theater properties; (2) Ellen Cotter, Plaintiff’s sister,
who has served as a director since March 2013, been a Reading employee since 1998, and runs
the day-to-day operations of Reading’s domestic cinema operations; (3) Edward Kane (*“Kane”),
who has served as a director since October 2004 (and before that from 1985-1998) and serves as
Chair of the Tax Oversight Committee and the Compensation and Stock Option Committee; (4)
Guy Adams (““Adams”), who has served as a director since January 2014 and is a registered
investment advisor and experienced independent director on public company boards; (5) Douglas
McEachern (“McEachern™), who has served as a director since May 2012 and was an audit
partner of Deloitte & Touche from 1985-2009; (6) Timothy Storey (“Storey”), who has served as

a director since December 2011; and (7) William Gould (“Gould’), who has served as a director

. Nearly all of the allegations and insinuations in the Complaint are false. However, solely

for the purpose of this Motion and as required by Nevada law, Plaintift’s baseless allegations are
accepted as pleaded and summarized herein. See Pemberton v. Farmers Ins. Exch., 109 Neyv.
789,792 (1993).

3

2009.

The Complaint erroneously states that Mr. Kane has served on the Board since October
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since October 2004. See Compl., {4 8-14; Ex. A attached hereto (Form 10-K/A Amendment No.
1 filed by Reading International, Inc.) at 1-3 (providing biographies of each director and a
breakdown of their committee memberships). (Directors Ellen Cotter, Margaret Cotter, Kane,
McEachern, and Adams are referred to herein as the “Moving Defendants™).

B. Termination of Plaintiff’s Employment and Position as President and CEQO

According to the allegations in Plaintiff’s Complaint, beginning in late 2014, tensions
began to rise between him and the other Reading directors, including his siblings Ellen and
Margaret Cotter. Id., { 34. Certain of these tensions allegedly related to trust and estate
litigation between Plaintiff, on the one hand, and Ellen and Margaret Cotter, on the other hand,
initiated after the death of their father in September 2014. Id., q 21-22. Allegedly in
recognition of these boardroom and familial tensions, in January 2015 the Reading Board of
Directors approved a measure providing that none of Plaintiff, Ellen Cotter, or Margaret Cotter
could be terminated from their employment without the approval of a majority of the non-Cotter-
family directors. Id.,  43. Plaintiff, Ellen Cotter, and Margaret Cotter abstained from voting on
this measure. Id. According to the Complaint, in March 2015 the non-Cotter members of the
Board appointed an independent committee consisting of directors Storey and Gould to work on
behalf of the Board directly with Plaintiff in his role as CEQ, as the full Board and Plaintiff had
been struggling to work productively with Plaintift. Id., q 51-52.

Despite these months-long efforts to address and alleviate the ongoing conflicts between
Plaintiff and the company’s other directors, these issues could not be effectively resolved.
Accordingly, at a May 21, 20135, meeting of the full Board of Directors, Plaintiff’s continuing
role as President and CEO was put on the agenda as a discussion item. Id., { 78. Corporate
counsel for Reading was present at this May 21 meeting. Id., { 81. At this meeting, the Board
invited Plaintiff to discuss his performance as CEO so that the Board could fully evaluate his
role. Id., { 85. Plaintiff unilaterally declined to participate in any such discussion. Id. Despite
Plaintiff’s failure to honor the Board’s request or engage in any discussions about his
performance as Reading’s President and CEQ, the Board determined that no final decision would

be made about Plaintiff’s employment at the May 21 meeting and that additional time would be
4
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taken to consider the matter. Id., { 86. The Board agreed to reconvene on May 29, 2015, for
further consideration of the issue. Id., { 91-93.

At the May 29 meeting, Adams made a motion to terminate Plaintiff as Reading’s
President and CEO. Id., { 93. The Board engaged in extensive discussions about this motion
both in and outside the presence of Plaintiff. Id., {{ 94-97. Ultimately, Plaintiff was not
terminated on May 29, and the Board adjourned, again allowing for additional time for
evaluation and assessment of the i1ssues at hand by Plaintiff and the Board. Id., q 98-99.

The Board reconvened on June 12, 2015, to address Plaintiff’s potential termination. Id.,
q 105. At this meeting—the third time Reading’s Board of Directors met to evaluate Plaintiff’s
continued employment—the Board ultimately voted to terminate Plaintiff. Ellen and Margaret
Cotter, Kane, Adams, and McEachern (each of the Moving Defendants) all voted in favor of
termination. Id. Storey and Gould voted against termination. Id. Plaintiff was therefore,
according to his own allegations, terminated based on a majority vote of the full Board and, as
required by prior Board resolution, a majority vote of the independent directors. (Kane, Adams,
McEachern, Storey, and Gould constitute the independent directors). After Plaintiff’s
termination, Ellen Cotter was appointed interim CEQO and President of Reading. Id.

On June 12, 2015—the same day of the Board vote—Plaintiff filed this action
individually and purportedly on behalf of Reading’s shareholders claiming that his employment
was improperly terminated by Reading’s Board and that such termination constituted a breach of
the directors’ fiduciary duties. Specifically, Plaintiff claims that all Defendants breached their
duty of care in connection with Plaintiff’s termination (First Cause of Action for Breach of
Fiduciary Duty); that Ellen Cotter, Margaret Cotter, Kane, Adams, and McEachern breached
their duty of loyalty in connection with the termination (Second Cause of Action for Breach of
Fiduciary Duty); and that Ellen and Margaret Cotter aided and abetted breaches of fiduciary duty
by Kane, Adams, and McEachern (Third Cause of Action for Aiding and Abetting Breach of
Fiduciary Duty). Id., ] 111-132. Plaintiff alleges that he is excused from making a pre-suit
demand on Reading’s Board of Directors to remedy their allegedly improper conduct because (a)

the Board of Directors did not exercise business judgment in terminating Plaintiff, (b) the Board

5
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of Directors could not exercise business judgment in responding to a pre-suit demand, and (c)
directors Kane, Adams, and McEachern are under the control of directors Ellen and Margaret
Cotter. Id., ] 107-110.

C. Litigation Between Plaintiff, Ellen Cotter, and Margaret Cotter Regarding Their

Father’s Estate

Throughout the spring and early summer of 2015, including during the time period of the
above-referenced meetings of the Board of Directors, Plaintiff, on the one hand, and Ellen and
Margaret Cotter, on the other hand, were discussing potential resolution of the trust and estate
litigation between them. Compl. f 23, 87, 91, 98-102. That trust litigation has been
coordinated with this supposed derivative action.

III. LEGAL STANDARD

Nevada Rule of Civil Procedure (“NRCP”) 12(b)(5) provides for the dismissal of a claim
when a party has failed to state a claim upon which relief can be granted. On a motion to
dismiss, the trial court “is to determine whether or not the challenged pleading sets forth
allegations sufficient to make out the elements of a right to relief.” Pemberton, 109 Nev. at 792.
A complaint should be dismissed if it appears beyond a doubt that a plaintiff can prove no set of
facts that would entitle a plaintiff to relief. See Buzz Stew, LLC, v. City of N. Las Vegas, 124
Nev. 224, 228 (2008).

To survive a motion to dismiss, a claim must be pleaded showing a party’s entitlement to
relief. This “requires more than labels and conclusions, and a formulaic recitation of a cause of
action’s elements will not do.” Bell Atlantic Corp. v. Twombly, 550 U.S. 544, 555 (2007).* Bald
contentions, unsupported characterizations, and legal conclusions are not well-pleaded

allegations, and will not suffice to defeat a motion to dismiss. See G.K. Las Vegas Ltd. P’ship v.

* Nevada courts often look to interpretations of analogous federal rules as persuasive

authority. Exec. Mgmt., Ltd. v. Ticor Title Ins. Co., 118 Nev. 46, 53 (2002) (“Federal cases
interpreting the Federal Rules of Civil Procedure are strong persuasive authority, because the
Nevada Rules of Civil Procedure are based in large part upon their federal counterparts.”)
(quotation marks and citation omitted).
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Simon Prop. Grp., Inc., 460 F. Supp. 2d 1246, 1261 (D. Nev. 20006); see also Sprewell v. Golden
State Warriors, 266 F.3d 979, 988 (9th Cir. 2001).
IV.  ARGUMENT

A, Because He Offers No More Than Conclusory Allegations, Plaintiff Has Not

Adequately Pleaded Demand Futility

Ordinarily, the plaintiff in a shareholder derivative suit must “set forth with particularity
[in the complaint] the efforts of the plaintiff to secure from the board of directors or trustees and,
if necessary, from the shareholders such action as the plaintiff desires, and the reasons for the
plaintiff’s failure to obtain such action[.]” Nev. Rev. Stat. § 41.520(2). This requirement of pre-
suit demand on the defendant corporation’s board of directors is not merely a pleading hurdle or
a technicality, but an important “rule of substantive right designed to give a corporation the
opportunity to rectify an alleged wrong without litigation, and to control any litigation which
does arise.” Aronson v. Lewis, 473 A.2d 8035, 809 (Del. 1984), overruled on other grounds by
Brehmv. Eisner, 746 A.2d 244 (Del. 2000); see also Shoen v. SAC Holding Corp., 122 Nev. 621,
641 (2006) (adopting the Aronson analysis in Nevada shareholder derivative litigation) (““The
Delaware court’s approach is a well-reasoned method for analyzing demand futility and 1is highly
applicable in the context of Nevada’s corporations law. Hence, we adopt the test described in
Aronson, as modified by Rales[.]”’). Plaintiff has made no such demand.

Accordingly, where, as here, a plaintiff seeking to pursue a derivative action has not
made a pre-suit demand on the defendant corporation’s board of directors, the law requires the
plaintiff to allege with particularity that demand on the board of directors would have been
futile. See Nev. Rev. Stat. § 41.520(2); NRCP 23.1. This heightened pleading standard is
similar to that required for claims of fraud. See Shoen, 122 Nev. at 633-34 & n.21 (“[A]
shareholder must ‘set forth . . . particularized factual statements that are essential to the claim’
that a demand has been made and refused, or that making a demand would be futile or otherwise
inappropriate.” (quoting Brehm, 746 A.2d at 254 (noting that the “with particularity” pleading
required in shareholder derivative suits 1s similar to the heightened pleading required for claims

involving fraud or mistake)); see also La. Mun. Police Emps. Ret. Sys. v. Wynn, No. 2:12-CV-
7
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509 JCM GWF, 2014 WL 994616, at *9 (D. Nev. Mar. 13, 2014) (*The plaintiffs did not allege
with sufficient particularity that the board of directors was disinterested or lacked independence,
or that there was reasonable doubt that there was a valid exercise of business judgment.”);
Teamsters Union 25 Health Servs. & Ins. Plan v. Baiera, --- A.3d ---, No. 9503-CB, 2015 WL
4237352, at *14 (Del. Ch. July 13, 2015) (dismissing complaint where there was “no
informational basis from which [to] conclude that the New Agreement was ‘so far beyond the
bounds of reasonable judgment’ as to constitute bad faith or to demonstrate that the members of
the Audit Committee put [other interests] ahead of the best interests of the Company.”). Finally,
“mere conclusory assertions will not suffice . ...” Shoen, 122 Nev. at 634.

Nevada courts recognize two specific scenarios when demand by a shareholder derivative
plaintiff may be excused (assuming the factual allegations are pled with particularity). Adopting
the reasoning of the Delaware Supreme Court in Aronson v. Lewis, Nevada courts hold that
demand is only excused if “under the particularized facts alleged, a reasonable doubt is created
that: (1) the directors are disinterested and independent [or] (2) the challenged transaction was
otherwise the product of a valid business judgment.” Aronson, 473 A.2d at 8§14; see Shoen, 122
Nev. at 635-36 (following Aronson). Here, Plaintiff has failed to satisfy either Aronson prong.
As a result, Plaintiff does not have standing, and the complaint should be dismissed for failure to
state a claim. See Shoen, 122 Nev. at 634.

1. Plaintiff Has Failed to Rebut the Presumption that Reading’s Directors
Are Capable of Acting in a Disinterested and Independent Fashion

The first Aronson prong asks whether the board of directors can make a disinterested and
independent decision when presented with the demand. The first prong only excuses demand
where a plaintiff can “show that the protection afforded by the business judgment rule is
inapplicable to the board majority approving the transaction because those directors are
interested, or are controlled by another who is interested, in the subject transaction[.]” Shoen,
122 Nev. at 638 (quotation marks and citations omitted).

A director will be deemed to be interested if the facts alleged “demonstrate[e] a potential

personal benefit or detriment to the director as a result of the decision.” Beam ex rel Martha
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Stewart Living Omnimedia, Inc. v. Stewart, 845 A.2d 1040, 1049 (Del. 2004). The potential
personal benefit or detriment must relate specifically to the challenged transaction. See Rales v.
Blasband, 634 A.2d 927, 933 (Del. 1993). “[T]he key principle upon which this area of . . .
jurisprudence is based is that the directors are entitled to a presumption that they were faithful to
their fiduciary duties,” and the burden is upon a derivative plaintiff to overcome that
presumption. Khanna v. McMinn, No. Civ.A. 20545-NC, 2006 WL 1388744, at *11 (Del. Ch.
May 9, 2006) (emphasis omitted). Nevada courts have explicitly rejected the proposition that
“the demand requirement is excused as to the board of directors merely because the shareholder
derivative complaint alleged that a majority of the directors participated in wrongful acts,
without regard to their impartiality or to the protections of the business judgment rule[.]” Shoen,
122 Nev. at 633.

Plaintiff has failed to plead specific, particularized facts—as required by Nevada law—
showing that a majority of Reading’s directors are impacted by any debilitating interest or lack
of independence sufficient to rebut the presumption that the business judgment rule applies. See
Shoen, 122 Nev. at 637 (“[S]ince approval of a transaction by the majority of a disinterested and
independent board usually bolsters the presumption that the transaction was carried out with the
requisite due care, in such cases, a heavy burden falls on a plaintiff to avoid presuit demand.”)
(internal brackets and quotation marks omitted).

(a) Allegations Against Kane, Adams, and McEachern

Plaintiff claims that Kane, Adams, and McEachern, each independent directors, cannot
act in a disinterested manner because they are controlled by Ellen and Margaret Cotter. This
purported control is based on the following allegations:

e Kane: Kane allegedly has a “quasi-familial” relationship with Ellen and Margaret

Cotter, who call him “Uncle Ed.” Compl., { 3, 28, 109.

e Adams: Adams is allegedly “financially dependent on Cotter family businesses [Ellen]
and [Margaret Cotter] control or claim to control.” Id., | 5; see also id., {{ 11 (“A
majority if not almost all of Adams’ income is paid to him by Cotter family businesses

over which [Ellen] and [Margaret Cotter] exercise control or claim to exercise control.”),

9
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70, 72-74, 109. In addition, Adams was allegedly led to believe he would be made CEO

of Reading upon Plaintiff’s termination. Id.,{ 71.

e McEachern: McEachern allegedly holds an “erroneous expectation that [Ellen] and

[Margaret Cotter] ultimately will prevail and control seventy percent (70%) of the voting

stock of the Company, thereby controlling McEachern’s fate as a director.” Id., | 109.
But Plaintiff’s allegations with respect to Kane, Adams, and McEachern fail to show a lack of
independence.

Plaintiff’s conclusory allegations that Kane has a close (“‘quasi-familial”) relationship
with Ellen and Margaret Cotter do not support demand futility. (As Plaintiff is Ellen and
Margaret Cotter's brother, he presumably shares the same “quasi-familial” relationship with
Kane as his sisters.) Where futility is purportedly based on control being exerted by an
interested person or persons, a plaintiff must allege particularized facts showing that “through
personal or other relationships the directors are beholden to the controlling person.” Aronson,
473 A.2d at 815. “Allegations of mere personal friendship or a mere outside business
relationship, standing alone, are insufficient to raise a reasonable doubt about a director's
independence.” Beam, 845 A.2d at 1050; see also id. at 1051-52 (*Mere allegations that [co-
directors] move in the same business and social circles, or a characterization that they are close
friends, is not enough to negate independence for demand excusal purposes.”). Not only does
Plaintiff fail to allege the existence or nature of this quasi-familial relationship with any
particularity, but he fails to explain how this relationship had or will have any impact on Kane’s
vote about Plaintiff’s reinstatement.

Likewise, the vaguely pleaded supposed benefits being received by Adams and
McEachern are not sufficient to show a lack of independence. See Khanna, 2006 WL 1388744,
at *20 (noting that allegations that a benefit is material to a director are necessary to excuse
demand, which requires pleading particularized facts “that the alleged benefit was significant
enough in the context of the director’s economic circumstances[] as to have made it improbable
that the director could perform her fiduciary duties . . . without being influenced by her

overriding personal interest”) (emphasis omitted). Rather than being pleaded with particularity,
10
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Plaintiff’s vague allegations with respect to Adams and McEachern are pleaded only on
information and belief. Compl., §q 73, 109. Plaintiff alludes to some unnamed, unspecified, and
uncertain financial benefit that Adams and McEachern could potentially receive if they support
Margaret and Ellen Cotter, but these alleged benefits are not pleaded with particularity to show
that Adams and McEachern could not exercise their fiduciary duties to Reading (or even that
Adams and McEachern could not receive these exact same purported benefits with Plaintiff as
President and CEO).5 See Beam, 845 A.2d at 1052 (*To create a reasonable doubt about an
outside director’s independence, a plaintiff must plead facts that would support the inference that
because of the nature of a relationship or additional circumstances other than the interested
director’s stock ownership or voting power, the non-interested director would be more willing to
risk his or her reputation than risk the relationship with the interested director.”).

Indeed, Plaintiff does not allege any financial benefit whatsoever to McEachern for
supporting Plaintiff’s termination. With respect to Adams, Plaintiff does not allege that his
financial fate is acrually controlled by Ellen and Margaret Cotter, but only that they “claim to
control” some of the companies with which he 1s associated. Compl., {3, 11.

The alleged “benefit” to be received by Adams and McEachern—accepting all
allegations in the Complaint as true—seems to be nothing more than the chance to curry favor
with Ellen and Margaret Cotter; this is not the specific, direct financial benefit required by the
law. Plaintiff puts the cart before the horse, assuming a conflict of interest and a breach of
fiduciary duty simply because Moving Defendants voted to terminate him. These are the very
type of conclusory allegations that do not meet the “heavy burden” necessary excuse pre-suit

demand in a Nevada derivative claim. See Shoen, 122 Nev. at 1181-82.

Plaintiff alleges that Margaret and Ellen Cotter controlled Adams’ termination vote in part by
suggesting to him that he would succeed Plaintiff as CEO of Reading. Compl., { 71. However,
once Plaintiff was terminated, Ellen was appointed interim CEO. Id. Therefore, even if Adams
had been motivated by a desire to become CEO himself, which he was not, it is now clear that
opportunity no longer exists and is therefore irrelevant in the demand futility context.

11
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(b) Allegations Against Ellen and Margaret Cotter

Plaintiff appears to suggest that Ellen and Margaret Cotter could not act in an
independent manner because of their ongoing trust and estate litigation with Plaintiff. Ellen and
Margaret Cotter allegedly made decisions as Reading directors with respect to Plaintiff’s
employment that would allow them to gain leverage in this estate litigation. Compl., | 4, 23,
107. These vague insinuations fail as a matter of law, as Plaintiff has not identified with
reasonable particularity any “potential personal benefit or detriment” to either Ellen or Margaret
Cotter in connection with evaluating a demand on the Board relating to Plaintiff’s reinstatement.
See Beam, 854 A.2d at 1049. The mere fact that Ellen and Margaret Cotter are engaged in
litigation with their brother over their father’s estate does not render them incapable of exercising
business judgment with respect to his termination. See Fagin v. Gilmartin, 432 F.3d 276, 283-84
(3d Cir. 2005) (“Potential liability from other, unrelated litigation would not make [the
company’s] directors interested in the decision to consider a demand for this specific derivative
suit.”); Richardson v. Ulsh, No. CIV.A. 06-3934 MLC, 2007 WL 2713050, at *15 (D.N.J. Sept.
13, 2007) (same). Nor does the Complaint identify any advantage obtained by Ellen and
Margaret Cotter in the trust and estate litigation by terminating Plaintiff as CEO. See Shoen,
122 Nev. at 638 (“[A] director who has divided loyalties in relation to, or who has or is entitled
to receive specific financial benefit from, the subject transaction, is an interested director.”)
(emphasis added). The vague possibility that a director could have been acting for any reason
other than his or her best business judgment is insufficient to support a finding of any
problematic relationship. Aronson, 473 A.2d at 815 (stating that a “mere threat . . . 1s insufficient
to challenge either the independence or disinterestedness of directors™).

Plaintiff’s entire Complaint—including his allegation of demand futility—hinges on the
premise that defendant directors improperly chose sides in a family dispute between the Cotter
directors and that, as such, they are not disinterested. But Plaintiff does not allege any facts
indicating that any director’s decision to vote for Plaintiff’s termination was based on a lack of

independence or debilitating conflict. Contrary to Plaintiff’s claims, the existence of trust and

12
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estate litigation between the Cotters does not somehow render Reading’s entire Board of

Directors unable to make a legitimate business decision.

2. Plaintift Has Failed To Rebut The Presumption That Reading’s Board of
Directors Exercised Proper Business Judgment with Respect to
Termination of Plaintiff

Under the second Aronson prong, demand may be excused as futile where the derivative
claimant “plead[s] particularized facts creating a reasonable doubt as to the ‘soundness’ of the
challenged transaction sufficient to rebut the presumption that the business judgment rule
attaches to the transaction.” Khanna, 2006 WL 1388744, at *23 n.168. The business judgment
rule “presumes that the directors have complied with their duties to reasonably inform
themselves of all relevant, material information and have acted with the requisite care in making
the business decision.” Shoen, 122 Nev. at 636. Accordingly, the business judgment rule creates
a “presumption that in making a business decision 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” organization. Id. at 1178-79. Consistent with the theory underlying the business
judgment rule, the party challenging the decision bears the burden of establishing facts that rebut
the presumption. See id. Because the business judgment rule protects the corporate management
decisions so long as they can be “attributed to any rational business purpose,” Katz v. Chevron
Corp., 22 Cal. App. 4th 1352, 1366 (1994), “a heavy burden falls on plaintiff to avoid presuit
demand.” Shoen at 1181.

Plaintiff has not come close to meeting its heavy burden here. Plaintiff does not—and
cannot—claim that his termination was an improper business judgment at the time that decision
was made. Indeed, Plaintiff’s allegations demonstrate that the opposite is true. Reading’s Board
of Directors required a majority vote of non-Cotter-family directors to terminate Plaintiff, and
such majority was achieved. Compl., ] 43, 105. Reading’s Board of Directors held several
meetings at which Plaintiff’s termination was discussed and included corporate counsel in those
meetings. Id., {{ 81, 82, 91, 99, 105. The Board invited Plaintiff to make a presentation or
engage in a discussion about his performance as President and CEQO, but Plaintiff chose not to do

so. Id., { 85. As further discussed below, Plaintiff does not identify any adverse impact to
13
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Reading stemming from his termination. Quite simply, Plaintiff fails to allege facts sufficient to
rebut the presumption that Reading’s Board, including the Moving Defendants, believed
themselves to be acting in the best interests of the corporation in voting to terminate Plaintiff.
See In re Walt Disney Co. Derivative Litig., 906 A.2d 27, 70-73 (Del. 2006) (holding termination
consistent with corporate governance documents not breach of fiduciary duty, and termination of
President because CEO could not “work well” with President was within the protection of the
business judgment rule). Because Plaintiff fails to satisfy either prong of the Aronson demand
futility test, the Complaint should be dismissed.

B. Plaintiftf Cannot Allege that Any Damage to Shareholders Resulted from His
Termination

Each of Plaintiff’s purported causes of action in the Complaint is based on an alleged
breach by Reading’s directors of a fiduciary duty owed to the corporation. Plaintiff alleges that
this duty was breached by terminating Plaintiff as Reading’s President and CEO based on
motivations other than Reading’s best interests. A claim for breach of fiduciary duty requires a
plaintiff to demonstrate “the existence of a fiduciary duty, the breach of that duty, and that the
breach proximately caused the damages.” Brown v. Kinross Gold U.S.A., Inc., 531 F. Supp. 2d
1234, 1245 (D. Nev. 2008). Here, Plaintiff has failed to allege if or how any supposed damages
to Reading’s shareholders resulted from Plaintiff’s termination. This is fatal to the Complaint.

Plaintift filed this derivative suit the same day he was terminated by Reading’s Board.
Plaintiff’s personal disgruntlement over his termination does not constitute damage to Reading’s
shareholders. Plaintiff has not identified any way in which his termination caused injury or
damage to any shareholder besides Plaintiff personally. Because Plaintiff has failed to
adequately plead proximate causation, dismissal is proper here. See Bd. of Managers of FFoundry
at Wash. Park Condo. v. FFoundry Dev. Co., 975 N.Y.S.2d 707, at *2-3 (N.Y. Sup. Ct. 2013)
(granting motion to dismiss breach of fiduciary duty claim where allegations failed to make a
connection of harm to nominal defendant in derivative action); Stafford v. Reiner, 804 N.Y.S.2d
114, 114-15 (N.Y. App. Div. 2005) (“[E]ven accepting as true the facts alleged in the complaint

and affording [plaintiff] the benefit of every possible favorable inference, [plaintiff’s] claim that
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the defendants’ breach of fiduciary duty and/or negligence was a proximate cause of the [alleged
damages] remains entirely speculative and finds no support in the record.”) (citation omitted).

Plaintiff does recite, without factual support, that “[a]s a direct and proximate result of
the acts and omissions of said defendants as described herein, Plaintiff and the Company and its
other shareholders have suffered injury and continue to suffer injury as alleged herein.” Compl.,
M9 116, 123, 131. However, Plaintiff fails to offer any allegations regarding the nature of the
supposed injury or damages therefrom and how or why they are related to the complained-of
conduct. Mere conclusory allegations with no factual support are insufficient; the Complaint
should be dismissed. See Twombly, 550 U.S. at 557.

C. Plaintift Cannot Adequately Represent the Interests of Reading’s Shareholders

This suit concerns Plaintiff’s individual grievance regarding his termination from
Reading and unrelated ongoing trust and estate litigation between Plaintiff and two of the Board
members. That Plaintiff has tried to turn his employment lawsuit into a derivative suit in itself
calls for a dismissal of his claims. Rule 23.1 of the Nevada Rules of Civil Procedure provides:
“The derivative action may not be maintained if it appears that the plaintiff does not fairly and
adequately represent the interests of the shareholders or members similarly situated in enforcing
the right of the corporation or association.” Nev. R. Civ. P. 23.1. Here, Plaintiff cannot and does
not fairly and adequately represent the interests of Reading shareholders.

Among the numerous factors a court can consider when determining the adequacy of a
derivative plaintiff are “other litigation pending between the plaintiff and defendants; the relative
magnitude of plaintiff’s personal interests as compared to his interest in the derivative action
itself; [and] plaintiff’s vindictiveness toward the defendants.” Energvytec Inc. v. Proctor, 2008
WL 4131257, *6-7 (N.D. Tex. Aug. 29, 2008) (applying Nev. R. Civ. P. 23.1 and quoting Davis
v. Comed, Inc., 619 F.2d 588, 593-94 (6th Cir. 1980)). Here, Plaintiff has initiated personal (i.e.,
non-derivative) litigation against Defendants, has a strong personal interest in regaining control
of Reading, and is highly vindictive towards Moving Defendants. See, e.g., Compl., | 6
(accusing Moving Defendants of “extort[ion]”), 10 (accusing Kane of threatening “Corleone

(‘Godfather’) style family justice™), 65 (accusing Margaret Cotter of being “‘grossly negligent”
15
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with respect to an unrelated corporate matter), 70 (accusing Adams of consistently engaging in a
“search for the next public company victim™), 76 (insinuating that Adams was not forthcoming
in his divorce proceedings), 109 (accusing Adams, Kane, and McEachern of “pick[ing] sides in a
family dispute™). That this suit is driven by personal animus demonstrates that Plaintiff is an
inadequate shareholder representative.

Applying Rule 23.1 of the Nevada Rules of Civil Procedure, the district court in
Energytec dismissed with prejudice a shareholder derivative complaint whose facts closely
mirror those recited in Plaintiff’s Complaint. The Energytec court found that a former CEO
could not serve as a derivative plaintiff because,

[a]s the former Chairman, CEO and CFO of Energytec, Cole has a personal

economic interest in reversing the events leading to his removal. The shareholders

do not share this interest, as they do not stand to regain past employment or

company influence . . . Furthermore, Cole's interest in obtaining the requested

relief far outweighs that of other shareholders. He stands to regain control of

Energytec, to remove his competitors and adversaries, and possibly to avoid

further litigation. The shareholders do not share these interests.

Energvytec, 2008 WL 4131257, at *7. As in Energytec, Plaintiff here is driven and motivated by
interests not shared by Reading’s shareholders. Plaintiff wants his job back, and has brought
individual as well as derivative claims relating to his termination. The existence of these non-
derivative claims further weighs in favor of a finding that Plaintiff cannot fairly or adequately
represent the interests of Reading’s shareholders. See Smith v. Ayres, 977 F.2d 946, 949 (5th Cir.
1992) (“[Tlhe trial court should beware allowing a derivative suit to proceed where the
representative could conceivably use the derivative action as ‘leverage’ in other litigation.”)
(quotation omitted); Scopas Tech. Co v. Lord, No. 7559, 1984 WL 8266 (Del. Ch. Nov. 20,
1984) (“‘Ordinarily, other litigation, in and of itself, may warrant disqualification of a plaintiff
from bringing a derivative suit where it appears that the derivative plaintiff instituted the
derivative suit only as ‘leverage’ to further his individual claims.”); Recchion on Behalf of
Westinghouse Elec. Corp. v. Kirby, 637 F. Supp. 1309, 1314-15 (W.D. Pa. 1986) (“Courts have
recognized that the representative plaintiff might use the derivative action as leverage to obtain a

favorable settlement in other actions brought against the corporation. A derivative suit can

constitute a particularly effective weapon for purposes of obtaining a favorable settlement in
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other actions . . .. In such circumstances, where there is substantial likelihood that the derivative
action will be used as a weapon in the plaintiff shareholder’s arsenal, and not as a device for the
protection of all shareholders, other courts have properly refused to permit the derivative action
to proceed.”) (citations and quotation omitted).

Based on Plaintiff’s personal animus against Moving Defendants, the non-derivative
litigation between Plaintiff and Defendants (both the trust and estate litigation and the individual
claims in this case), and Plaintiff’s strong interest in regaining personal control of Reading,
Plaintiff cannot adequately and fairly represent Reading shareholders in this action. The
Complaint should therefore be dismissed.

D. Plaintift, in His Individual Capacity, Was Not Owed Anv Fiduciary Duty

Plaintiff brings this action both in his individual capacity and as a shareholder of
Reading. If the Complaint is not dismissed in its entirety, each of the three purported causes of
action in the Complaint should be dismissed to the extent they are brought by Plaintiff in his
individual capacity. Each of the Complaint’s three purported causes of action is based on an
alleged breach of fiduciary duty owed to the corporation. Reading’s Board of Directors did not
owe Plaintiff any fiduciary duty in his capacity as an officer or executive of the company.
Corporate officers owe a fiduciary duty to the corporation, but are owed no such duty in return.
Moving Defendants are not aware of any case in any jurisdiction holding that a board of directors
owes a fiduciary duty to an officer of the corporation. Because the Complaint fails to allege any
fiduciary duty owed to Plaintiff individually, all claims brought by Plaintiff in his individual
capacity must be dismissed.

/!
/!

17

RAZ23




Las Vegas, Nevada 89119
(702) 823-3500 FAX: (702) 823-3400

COHEN-JOHNSON, LLC
255 E. Warm Springs Road, Suite 9

e R W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

V. CONCLUSION

WHEREFORE, based on the foregoing, Moving Defendants respectfully request the
Court dismiss the Complaint in its entirety.
Dated this 10th day of August, 2015.
COHEN-JOHNSON, LLC

By /s/ H. Stan Johnson
H. Stan Johnson, Esq.

Christopher Tayback

Marshall M. Searcy

QUINN EMANUEL URQUHART &
SULLIVAN, LLP

Attorneys for Defendants

Margaret Cotter, Ellen Cotter,
Douglas McEachern, Guy Adams,
and Edward Kane
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549
Form 10-K/A
Amendment No. 1
(Mark One)
X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the fiscal year ended December 31, 2014
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transaction period from to
Commission file number: 1-8625
Reading International, Inc.
(Exact Name of Registrant as Specified in Its Charter)
Nevada 95-3885184
(State or Other Jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification No.)
6100 Center Drive, Suite 900 90045
Los Angeles, CA
(Address of Principal Executive Offices) (Zip Code)
(213) 235-2240
(Registrant’s Telephone Number, Including Arca Code)
Securities registered pursuant to Section 12(b) of the Act:
Name Of Each Exchange
Title of Each Class On Which Registered
Class A Nonvoting Common Stock, $0.01 Par Value per Share NASDAQ
Class B Voting Common Stock, $0.01 Par Value per Share NASDAQ

Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the
Securities Act. Yes L No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of
the Act. Yes 1 No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that
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the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days. Yes XI No [

Indicate by check mark whether the registrant has submitted electronically and posted on 1ts corporate website,
if any, every Interactive Data FIle required to be submitted and posted pursuant to Rule 405 of Regulation S-T
during the preceding 12 months (or for such shorter period that the registrant was required to submit and post
such files). Yes No [

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405) 1s
not contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or
information statements incorporated by reference in Part 111 of this From 10-K or any amendment to this
From 10-K. [

Indicate by check mark whether the registrant is a large accelerated filer, accelerated filer or non-accelerated

filer (See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in
Rule 12b-2 of the Exchange Act) (Check one).

Large accelerated filer[] Accelerated filer
Non-accelerated filer [J (Do not check if a smaller reporting company) Smaller reporting company [
Indicate by check mark whether the registrant i1s a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes O No

The aggregate market value of voting and nonvoting stock held by non-affiliates of the Registrant was
$139.379,701 as of June 30, 2014.

Indicate the number of shares outstanding of ¢ach of the issuer’s classes of common stock, as of the latest
practicable date. As of May 6, 2015, there were outstanding 21,745,484 shares of class A non-voting common
stock, par value $0.01 per share, and 1,580,590 shares of class B voting common stock, par value $0.01 per
share.
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EXPLANATORY NOTE

This Amendment No. 1 on Form 10-K/A (this “Amendment’) amends Reading International, Inc.’s
Annual Report on Form 10-K for the year ended December 31, 2014, originally filed with the Securities and
Exchange Commission, or SEC, on March 7, 2015 (the “Original Filing™). We are amending and refiling Part
IIT to include information required by Items 10, 11, 12, 13 and 14 because our definitive proxy statement will
not be filed within 120 days after December 31, 2014, the end of the fiscal year covered by our Annual Report
on Form 10-K.

In addition, pursuant to the rules of the SEC, we have also included as exhibits currently dated
certifications required under Section 302 of The Sarbanes-Oxley Act of 2002. Because no financial statements
are contained within this Amendment, we are not including certifications pursuant to Section 906 of The
Sarbanes-Oxley Act of 2002. We are amending Part IV to reflect the inclusion of those certifications.

Except as described above, no other changes have been made to the Original Filing. Except as
otherwise indicated herein, this Amendment continues to speak as of the date of the Original Filing, and we
have not updated the disclosures contained therein to reflect any events that occurred subsequent to the date of
the Original Filing. The filing of this Annual Report on Form 10-K/A is not a representation that any
statements contained 1n items of our Annual Report on Form 10-K other than Part III, Items 10 through 14, and
Part IV are true or complete as of any date subsequent to the Original Filing.
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PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The following table sets forth the name, age and position held by each of our executive officers and
directors as of April 30, 2015. Directors are elected for a period of one year and thereafter serve until the next
annual meeting at which their successors are duly elected by the stockholders.

Name Age Position

Ellen M. Cotter 49 Chair of the Board and Chief Operating Officer —
Domestic Cinemas

James J. Cotter, Jr. 45 President, Chief Executive Officer and Director (1)(2)

Margaret Cotter 47 Vice Chair of the Board(1)

Guy W. Adams 64 Director(1)(5)

William D. Gould 76 Director (3)

Edward L. Kane 77 Director (1)(2)(4)(5)

Douglas J. McEachern 63 Director (4)

Tim Storey 57 Director (4)(5)

(1) Member of the Executive Committee.

(2) Member of the Tax Oversight Committee.

(3) Lead independent director.

(4) Member of the Audit and Conflicts Committee.

(5) Member of the Compensation and Stock Options Committee.

The following sets forth information regarding our directors and our executive officers:

Ellen M. Cotter. Ellen M. Cotter has been a member of the board since March 7, 2013, and on
August 7, 2014 was appointed as Chair of our board. She joined our company in March 1998, is a graduate of
Smith College and holds a Juris Doctorate from Georgetown I.aw School. Prior to joining our Company,
Ms. Cotter spent four years 1n private practice as a corporate attorney with the law firm of White & Case in
Manhattan. Ms. Cotter is the sister of James J. Cotter, Jr. and Margaret Cotter.

Ms. Cotter brings to the board her 16 years of experience working in our company’s cinema
operations, both in the United States and Australia. For the past 13 years, she has served as the senior
operating officer of our company’s domestic cinema operations. She has also served as the Chief Executive
Officer of our subsidiary, Consolidated Entertainment, [.I.C, which operates substantially all of our cinemas in
Hawaii and California. Ms. Cotter also 1s a significant stockholder in our company.

James J. Cotter, Jr. James J. Cotter, Jr. has been a director of our company since March 21, 2002, and
was appointed Vice Chair of the Board in 2007. The board appointed Mr. Cotter, Jr. to serve as our President,
beginning June 1, 2013. On August 7, 2014, he resigned as Vice Chair and was appointed to succeed his late
father, James J. Cotter, Sr., as our Chief Executive Officer. He served as Chief Executive Officer of Cecelia
Packing Corporation (a Cotter family-owned citrus grower, packer, and marketer) from July 2004 until 2013.
Mr. Cotter, Jr. served as a director to Cecelia Packing Corporation from February 1996 to September 1997 and
as a director of Gish Biomedical from September 1999 to March 2002. He was an attorney 1n the law firm of
Winston & Strawn, specializing in corporate law, from September 1997 to May 2004. Mr. Cotter, Jr. 1s the
brother of Margaret Cotter and Ellen M. Cotter.

Mr. Cotter, Jr. brings to the board his experience as a business professional, including as chief
Executive Officer of Cecelia Packing Corporation, and corporate attorney, and his operating experience as the
Chief Executive Officer of Cecelia. As the Vice Chair of our company, since 2007 he has chaired the weekly
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Australia/New Zealand Executive Management Committee and the weekly U.S. Executive Management
Committee meetings. In addition, he 1s a significant stockholder in our company.

Margaret Cotter. Margaret Cotter has been a director of our company since September 27, 2002, and
on August 7, 2014 was appointed as Vice Chair of our board. Ms. Cotter 1s the owner and President of OBI,
LLC, a company that provides live theater management services to our live theaters. Pursuant to that
management arrangement, Ms. Cotter also serves as the President of Liberty Theaters, LLC, the subsidiary
through which we own our live theaters. Ms. Cotter receives no compensation for this position, other than the
right to participate in our company’s medical insurance program. Ms. Cotter manages the real estate which
houses each of the four live theaters under our Theater Management Agreement with Ms. Cotter’s company,
OBI LLC. Ms. Cotter secures leases, manages tenancies, oversees maintenance and regulatory compliance of
these properties as well as heads the day to day pre-development process and transition of our properties {rom
theater operations to major realty developments. Ms. Cotter was first commissioned to handle these properties
by Sutton Hill Associates, which subsequently sold the business to our company along with other real estate
and theaters in 2000. Ms. Cotter is also a theatrical producer who has produced shows in Chicago and New
York and a board member of the I.eague of Off-Broadway Theaters and Producers. Ms. Cotter, a former
Assistant District Attorney for King’s County in Brooklyn, New York, graduated from Georgetown University
and Georgetown University LLaw Center. She is the sister of James J. Cotter, Jr. and Fllen M. Cotter.

Ms. Cotter brings to the board her experience as a 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. Operating and overseeing our theater these properties for over 16 years,

Ms. Cotter contributes to the strategic direction for our developments. In addition, she 1s a significant
stockholder 1n our company.

Guy W. Adams. Guy W. Adams has been a director of the Company since January 14, 2014. He is a
Managing Member of GWA Capital Partners, LLI.C, a registered investment adviser managing GWA
Investments, [.LI.C. The fund invests in various publicly traded securities. Over the past eleven 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 having served in various capacities as lead
director, Audit Committee Chair and/or Compensation Committee Chair. Prior to this time, Mr. Adams
provided investment advice to various family offices and invested his own capital in public and private equity
transactions. Mr. Adams received his Bachelor of Science degree 1n 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 1n investing and providing financial advice with respect to investments in public companies.

William D. Gould. William D. Gould has been a director of our company since October 15, 2004 and
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. As an author
and lecturer on the subjects of corporate governance and mergers and acquisitions, Mr. Gould brings to the
board specialized experience as a corporate attorney. Mr. Gould’s corporate transactional experience and
expertise in corporate governance matters ensures that we have a highly qualified advisor on our board to
provide oversight in such matters.

Edward L. Kane. FEdward 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 Tax Oversight Committee and of our Compensation and Stock
Option Committee (which we refer to as our Compensation Committee). He also serves as a member of our
Executive Committee and our Audit and Conflicts Committee. Since 1996, Mr. Kane’s principal occupation
has been healthcare consultant and advisor. In that capacity, he has served as President and sole shareholder of
High Avenue Consulting, a healthcare consulting firm, and as the head of its successor proprietorship. At
various times during the past three decades, he has been Adjunct Professor of Law at two of San Diego’s Law
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Schools, most recently in 2008 and 2009 at Thomas Jeftferson School of LLaw, and prior thereto at California
Western School of Law.

Mr. Kane brings to the board his many years as a tax attorney and law professor, which experience
well-serves our company in addressing tax matters. 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 a former member of
the boards of directors of several publicly held corporations.

Douglas J. McEachem. Douglas J. McEachem has been a director of our company since May 17,
2012 and Chair of our Audit and Conflicts Committee since August 1, 2012. He has served as a member of
the board and of the Audit and Compensation Committee for Willdan Group, a NASDAQ listed engineering
company, since 2009. Mr. McEachern is also the Chair of the board of Community Bank in Pasadena,
California and a member of 1ts Audit Commuttee. He also 1s a member of the Finance Committee of the
Methodist Hospital of Arcadia. Since September 2009, Mr. McEachern has also 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 audit firm, Deloitte and Touche, LLP, with client concentrations in financial
institutions and real estate. Mr. McEachern was also a Professional Accounting Fellow with the Federal Home
L.oan 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, Touche Ross & Co.
(predecessor to Deloitte & Touche, 1.1.P). 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 the board his more than 37 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.

Tim Storey. Tim Storey has been a director of our company since December 28, 2011. Mr. Storey
has served as the sole outside director of our company’s wholly-owned New Zealand subsidiary since 2006.
He has served since April 1, 2009 as a director of DNZ Property Fund Limited, a commercial property
investment fund based in New Zealand and listed on the New Zealand Stock Exchange, and was appointed
Chair of the board of that company on July 1, 2009. Since July 28, 2014, Mr. Storey has served as a director
of JustKapital Litigation Partners .imited, an Australian Stock Exchange-listed company engaged 1n litigation
financing. From 2011 to 2012, Mr. Storey was a director of N7, Farming Systems Uruguay, a New Zealand-
listed company. NZ Farming Systems Uruguay owns and operates dairy farms in Uruguay. Prior to being
elected Chair of DNZ. Property Fund Limited, Mr. Storey was a partner in Bell Gully (one of the largest law
firms in New Zealand). Mr. Storey is also a principal in Prolex Advisory, a private company in the business of
providing commercial advisory services to a variety of clients and related entities.

Mr. Storey brings to the board many years of experience in New Zealand corporate law and
commercial real estate matters. He serves as a director of our New Zealand subsidiary.

Andrze] Matyczynski. Andrzej Matyczynski has served as our Chief Financial Officer since
November 1999. Mr. Matyczynski resigned as our Chief Financial Officer effective May 11, 2015, but will
continue as an employee until April 15, 2016 1n order to assist in the transition of our new Chief Financial
Officer, Mr. Ghose, whose information is set forth below.

Robert I'. Smerling. Robert . Smerling has served as President of our domestic cinema operations
since 1994. Mr. Smerling has been in the cinema industry for 57 years and, immediately before joining our
company, served as the President of Loews Theatres Management Corporation.

William D. Ellis. William D. Ellis was appointed our General Counsel and Secretary in October
2014. Mr. Ellis has more than 30 years of hands-on legal experience as a real estate lawyer. Before joining our
company, he was a partner in the real estate group at Sidley Austin LLLP for 16 years. Before that, he worked at
the law firm of Morgan Lewis & Bockius LLP. Mr. Ellis began his career as a corporate and securities lawyer
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(handling corporate acquisitions, IPO’s, mergers, etc.) and then moved on to real estate specialization
(handling leasing, acquisitions, dispositions, financing, development and land use and entitlement across the
United States). He had a substantial real estate practice in New York and Hawaii, which experience will help
us with our real estate and cinema developments there. Mr. Ellis graduated Phi Beta Kappa from Occidental
College with a B.A. degree in Political Science. He received his J.D. degree in 1982 from the University of
Michigan Law School.

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
AUDS$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.

Devasis (“Dev’”) Ghose. On April 20, 2015, we agreed to retain Devasis Dev Ghose to be our new
Chief Financial Officer and Treasurer, effective May 11, 2015. Mr. Ghose served as Executive Vice President
and Chief Financial Officer and in a number of senior finance roles for 25 years with three NYSE-listed
companies: Shurgard Storage Centers, Inc. (an international company focused on the acquisition, development
and operation of self-storage centers in the US and Europe; now part of Public Storage), Skilled Healthcare
Group (a health services company, now part of Genesis HealthCare), and HCP, Inc., (which invests primarily
in real estate serving the healthcare industry), 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). Earlier, Mr. Ghose worked for 10 years for PricewaterhouseCoopers in the US
& KPMG 1n the UK. 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.

Relationships

Ellen M. Cotter, Margaret Cotter and James J. Cotter, Jr. are directors and officers of our company
and of various of its subsidiaries, affiliates or consultants. According to their respective Schedules 13D filed
with the SEC, all three consider their beneficial stock holdings in our company to be long-term family assets,
and they intend to continue our company in the direction established by their father.

Committees of the Board of Directors

Our board has a standing Executive Committee, Audit and Conflicts Committee, Compensation and
Stock Options Committee, and Tax Oversight Committee. These committees are discussed in greater detail
below.

The Cotter family members who serve as directors and officers of our company collectively own
beneficially shares of our Class B Stock representing more than 70% of the voting power for the election of
directors of our company. Therefore, our board has determined that our company 1s a “Controlled Company”
under section 5615(c)(1) of the listing rules of The NASDAQ Capital Stock Market (the “NASDAQ Rules™).
After reviewing the benefits and detriments of taking advantage of the exceptions to the corporate governance
rules set forth in section 5605 of the NASDAQ Rules, our board has unanimously determined to take
advantage of all of the exceptions from the NASDAQ Rules afforded to our company as a Controlled
Company.

A Controlled Company 1s not required to have an independent nominating committee or independent
nominating process. It was noted by our directors that the use of an independent nominating committee or
independent nominating process would be of limited utility, since any nominee would need to be acceptable to
James J. Cotter, Sr., our former controlling stockholder, in order to be elected. The Cotter family, as the
holders of a majority of the voting power of our company, are able under Nevada corporations law and our
charter documents to elect candidates to our board and to remove a director from the board without the vote of
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our other stockholders. Historically, Mr. Cotter, Sr. identified and recommended all nominees to our board in
consultation with our other incumbent directors.

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 and Conflicts 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 identilying director nominees.

James J. Cotter, Sr. served as our Chair and Chief Executive Officer until August 7, 2014, when he
stepped down for health reasons. Mr. Cotter, Sr. subsequently passed away on September 13, 2014. In
connection with his passing, our board determined to appoint Ellen M. Cotter as Chair of the Board with a
view to rotating the office of Chair annually among the Cotter family members. The board also has designated
William D. Gould to serve as our lead independent director. In that capacity, Mr. Gould chairs meetings of the
independent directors and acts as liaison between our Chair and our Chiel Executive Officer and our
independent directors.

Our board oversees risk by remaining well-informed through regular meetings with management and
the personal involvement of our Chief Executive Officer in our day-to-day business, including any matters
requiring specific risk management oversight. Our Chief Executive Officer chairs regular senior management
meetings addressing domestic and overseas 1ssues. The risk oversight function of our board is enhanced by the
fact that our Audit and Conflict Committee 1s comprised entirely of independent directors.

Executive Committee

A standing Executive Committee, currently comprised of Mr. Cotter, Jr., who serves as Chair, Ms.
Margaret Cotter and Messrs. Adams and Kane, is authorized, to the fullest extent permitted by Nevada law, to
take action on matters between meetings of the full board. Mr. Cotter, Sr. also served on the Executive
Committee until May 15, 2014.

In 2014, the Executive Committee did not take any action with respect to any company matter. With
the exception of matters delegated to the Audit and Conflicts Committee or the Compensation and Stock
Options Committee, all matters requiring board approval during 2014 were considered by the entire board.

Audit and Conflicts Committee

Our board maintains a standing Audit and Conflicts Committee, which we refer to as the “Audit
Committee.” The Audit Committee operates under a Charter adopted by our board that is available on our
website at www .readingrdi.com. Our board has determined that the Audit Committee 1s comprised entirely of
independent directors (as defined in section 5605(a)(2) of the NASDAQ Rules), and that Mr. McEachern, the
Chair of our Audit Commuttee, 1s qualified as an Audit Committee Financial Expert. During 2014, our Audit
and Conflicts Committee was comprised of Mr. McEachern, who served as Chair, and Messrs. Kane and
Storey.

Compensation and Stock Options Committee

Our board has a standing Compensation and Stock Options Committee, which we refer to as the
“Compensation Committee,” comprised entirely of independent directors. The current members of
Compensation Committee are Mr. Kane, who serves as Chair, and Messrs. Adams and Storey. Mr. Adams

replaced our former director, Alfred Villasenor, on the Compensation Committee following his election to our
board in June 2014.

The Compensation Committee evaluates and makes recommendations to the full board regarding the
compensation of our Chief Executive Officer and other Cotter family members and performs other
compensation related functions as delegated by our board.
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Tax Oversight Committee

Given our operations in the United States, Australia, and New Zealand and our historic net operating
loss carry forwards, our board formed a Tax Oversight Committee to review with management and to keep the
board informed about our company’s tax planning and such tax issues as may arise from time to time. This
committee is comprised of Mr. Kane, who serves as Chair, and Mr. Cotter, Jr.

Code of Ethics

We have adopted a Code of Ethics applicable to our principal executive officer, principal financial
officer, principal accounting officer or controller and Company employees. The Code of Ethics is available on
our website at www.readingrdi.com.

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 Securities and Exchange Commission (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 Forms 3 and 4 for transaction that occurred in 2014 were filed later than
1s required under Section 16(a) of the Securities Exchange Act of 1934

. James J. Cotter, Sr. failed to timely file 16 Forms 4 with respect to 70 transactions in our
common stock;

o James J. Cotter, Jr. failed to timely file one Form 4 with respect to one transaction in our
common stock;

° Ellen M. Cotter failed to timely file one Form 4 with respect to one transaction in our
common stock;

o Margaret Cotter failed to timely file one Form 4 with respect to one transaction in our
common stock;

o Mr. Storey failed to timely file one Form 4 with respect to one transaction in our common
stock.

All of the transactions involved were between the individual involved and our company or related to
certain inter-family or estate planning transfers, and did not involve transactions with the public. Insofar as we
are aware, all required filings have now been made.

ITEM 11. EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

Role and Authority of the Compensation Committee

Our board has established a standing Compensation Committee consisting of two or more of our non-
employee directors. As a Controlled Company, we are exempt from the NASDAQ Rules regarding the
determination of executive compensation. The Compensation Committee has no formal charter, and acts
pursuant to the authority delegated to the Compensation Committee from time to time by our board.

The Compensation Committee recommends to the full board the compensation of our Chief Executive
Officer and of the other Cotter family members who serve as officers of our company. Our board with the
Cotter family directors abstaining, typically has accepted without modification the compensation
recommendations of the Compensation Committee, but reserves the right to modify the recommendations or
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take other compensation actions of its own. Prior to his resignation as our Chair and Chief Executive Officer
on August 7, 2014, during 2014, as in prior years, James J. Cotter, Sr. was delegated by our board
responsibility for determining the compensation of our executive officers other than himself and his family
members. The board exercised oversight of Mr. Cotter, Sr.’s executive compensation decisions as a part of his
performance as our former Chief Executive Officer.

On August 7, 2014, James J. Cotter, Jr. was appointed to succeed Mr. Cotter, Sr. as our Chief
Executive Officer. Mr. Cotter, Sr. subsequently passed away on September 13, 2014. No discretionary annual
bonuses have yet been awarded to our executive officers, including the Cotter family executives for 2014.

Throughout this section, the individuals named in the Summary Compensation Table, below, are
referred to as the “named executive officers.”

CEO Compensation

The Compensation Committee recommends to our board the annual compensation of our Chief
Executive Officer, based primarily upon the Compensation Committee’s annual review of peer group practices
and the advice of an independent third-party compensation consultant. The Compensation Committee has
established three components of our Chief Executive Officer’s compensation -- a base cash salary, a
discretionary annual cash bonus, and a fixed stock grant. The objective of each element is to reasonably
reward our Chief Executive Officer for his performance and leadership.

In 2007, our board approved a supplemental executive retirement plan (“SERP) pursuant to which we
agreed to provide Mr. Cotter, Sr. supplemental retirement benefits as a reward for his more than 235 years of
service to our company and its predecessors. Neither Mr. James J. Cotter, Jr., Mr. Cotter, Sr.’s successor as
our Chief Executive Officer, nor any of our other current or former officers or employees, is eligible to
participate in the SERP, which is described in greater detail below under the caption “Supplemental Executive
Retirement Plan.” Because this plan was adopted as a reward to Mr. Cotter, Sr. for his past services and the
amounts to be paid under that plan are determined by an agreed-upon formula, the Compensation Committee
did not take into account the benefits under that plan in determining Mr. Cotter, Sr.”s annual compensation for
2014 or previous years. The amounts reflected in the Executive Compensation Table under the heading
“Change in Pension Value and Nonqualified Deferred Compensation Earnings™ reflect any increase in the
present value of the SERP benefit based upon the actuarial impact of the payment of Mr. Cotter, Sr.’s cash
compensation and changes in interest rates. Since the SERP is unfunded, this amount does not reflect any
actual payment by our Company into the plan or the value of any assets in the plan (of which there are none).
The benefits to Mr. Cotter, Sr. under the SERP were tied to the cash portion only of his compensation, and not
to compensation in the form of stock options or stock grants.

2014 CEQ Compensation

The Compensation Committee originally engaged Towers Watson, executive compensation
consultants, in 2012 to analyze our Chief Executive Officer’s total direct compensation compared to a peer
group of companies. In preparing the analysis, Towers Watson, in consultation with our management,
including James J. Cotter, Sr., identified a peer group of companies in the real estate and cinema exhibition
industries, our two business segments, based on market value, industry, and business description.

For purposcs of establishing our Chief Executive Officer’s 2014 compensation, the Compensation
Committee engaged Towers Watson to update its analysis of Mr. Cotter, Sr.’s compensation as compared to
his peers, which updated report was received on February 26, 2014. The company paid Towers Watson
$11,461 for the updated report.

The Towers Watson analysis focused on the competitiveness of Mr. Cotter, Sr.’s annual base salary,
total cash compensation and total direct compensation (1.e., total cash compensation plus expected value of
long-term compensation) relative to a peer group of United States and Australian companies and published
compensation survey data, and to our company’s compensation philosophy, which was to target Mr. Cotter,
Sr.’s total direct compensation to the 66™ percentile of the peer group.
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The peer group consisted of the following 18 companies:

Acadia Realty Trust Inland Real Estate Corp.
Amalgamated Holdings Ltd. Kite Realty Group Trust

Associated Estates Realty Corp. LTC Properties Inc.

Carmike Cinemas Inc. Ramco-Gershenson Properties Trust
Cedar Shopping Centers Inc. Regal Entertainment Group
Cinemark Holdings Inc. The Marcus Corporation
Entertainment Properties Trust Urstadt Biddle Properties Inc.
Glimcher Realty Trust Village Roadshow 1.td.

IMAX Corporation

Towers Watson predicted 2014 pay levels by using regression analysis to adjust compensation data
based on estimated annual revenues of $260 million (i.e., our company’s approximate annual revenues) for all
companies, excluding financial services companies. Towers Watson did not evaluate Mr. Cotter, Sr.’s SERP,
because the SERP is fully vested and accrues no additional benefits, except as Mr. Cotter, Sr.’s annual cash
compensation may change.

The Towers Watson analysis indicated that the peer group data, with the exception of annual base
salary, was above Mr. Cotter, Sr.’s pay levels in 2013. The peer group is partially comprised of companies
that are larger than our company, and the 66" percentile level tends to reflect the larger peers. However,
Towers Watson analysis also indicated that the size of the peers does not materially affect the pay levels at the
peer companies. The published survey data of companies of comparable size reviewed by Towers Watson was
below our Chief Executive Officer pay levels.

Towers Watson averaged the data from the peer group and the published survey data to compile
“blended” market data. As compared to the blended market data, Mr, Cotter, Sr.’s 2013 cash compensation
and total direct compensation, which includes the expected value of long-term incentive compensation, was in
line with the 66 percentile.

Because our company 1s comparable to the smaller companies 1n the peer group, Towers Watson
reviewed whether the size of the proxy peer group of companies had a meaningful impact on reported CEO
pay levels, and concluded that there is a weak correlation between company size and CEO compensation. It
concluded, therefore, that it was not necessary to separately adjust the peer group data based on the size of our
company.

The Compensation Committee met on February 27, 2014 to consider the Towers Watson analysis. At
the meeting, the Compensation Committee determined to recommend to our board the following compensation
for Mr. Cotter, Sr. for 2014 and on March 13, 2014, our board accepted the Compensation Committee’s
recommendation without modification:

Salary: $750,000

The Compensation Committee recommended maintaining Mr. Cotter, Sr.’s 2014 annual base salary at
its 2013 level of $750,000, which approximates the 75" percentile of the peer group.

Discretionary Cash Bonus: Up to $750,000.

In 2013, the Compensation Committee recommended and our board approved a total cash bonus to
Mr. Cotter, Sr. of $1,000,000, as compared to the target bonus of $500,000. This resulted in total 2013
compensation to Mr. Cotter, Sr. above the 75" percentile of the peer group and total direct compensation near
the 66" percentile. At its meeting on February 27, 2014, the Compensation Committee determined to increase
the upper range of Mr. Cotter, Sr.’s discretionary cash bonus for 2014 to $750,000 from the 2013 target level
of $500,000. The bonus was subject to Mr. Cotter, Sr. being employed by our Company at year-end, unless
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his employment were to terminate earlier due to his death or disability. No other benchmarks, formulas or
quantitative or qualitative measurements were specified for use in determining the amount of cash bonus to be
awarded within this range. As in 2013, the Compensation Committee also reserved the right to increase the
upper range of discretionary cash bonus amount based upon exceptional results of our company or Mr. Cotter,
Sr.’s exceptional performance, as determined in the Compensation Committee’s discretion.

At its meeting on August 14, 2014, the Compensation Committee determined that Mr. Cotter, Sr.’s
successful completion of our sale of the Burwood property in Australia and other accomplishments in 2014
justified the award to Mr. Cotter, Sr. of the full $750,000 cash bonus, plus an additional cash bonus of
$300,000. The Compensation Committee’s determination to award the extraordinary cash bonus was based in
part on the advice of Towers Watson.

Stock Bonus: $1,200,000 (160,643 shares of Class A Stock).

At its meeting on I'ebruary 27, 2014, the Compensation Committee determined that, so long as Mr.
Cotter, Sr.’s employment with the Company 1s not terminated prior to December 31, 2014 other than as a
result of his death or disability, he was to receive 160,643 shares of our Company’s Class A Stock; the number
of shares of Class A nonvoting common stock equal to $1,200,000 divided by the closing price of the stock on
February 27, 2104, the date the Committee approved the stock bonus. This compares to a similar stock bonus
to Mr. Cotter, Sr. of $750,000 in 2013.

The stock bonus was paid to the Estate of Mr. Cotter, Sr. in February 2015.

Following his appointment on August 7, 2014 as our Chief FExecutive Officer, James J. Cotter, Jr.
continued to receive the same base salary of $335,000 that he had previously been receiving in his capacity as
our President.

Mr. Cotter, Jr. has not yet been awarded a discretionary cash bonus for 2014.

Total Direct Compensation

We and our Compensation Committee have no policy regarding the amount of salary and cash bonus
paid to our Chief Executive Officer or other named executive officers in proportion to their total direct
compensation.

Compensation of Other Named Executive Officers

The compensation of Mr. James J. Cotter, Jr. and Ms. Ellen M. Cotter as executive officers of our
company 1s determined by the Compensation Committee based on the same compensation philosophy used to
determined Mr. Cotter, Sr.’s 2014 compensation. The Cotter family members’ respective compensation
consists of a base cash salary, discretionary cash bonus and periodic discretionary grants of stock options.

Mr. Cotter, Sr. set the 2014 base salaries of our executive officers other than himself and members of
his family. Mr. Cotter, Sr.’s decisions were not subject to approval by the Compensation Committee or our
board, but our Compensation Committee and our board considered Mr. Cotter, Sr.’s decisions with respect to
executive compensation in evaluating his performance as our Chief Executive Officer. Mr. Cotter, Sr.
informed us that he did not use any formula, benchmark or other quantitative measure to establish or award
any component of executive compensation, nor did he consult with compensation consultants on the matter.
Mr. Cotter, Sr. also advised us that he considered the following guidelines in setting the type and amount of
executive compensation:

1. Executive compensation should primarily be used to:

° attract and retain talented executives;
° reward executives appropriately for their individual efforts and job performance; and
9
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o afford executives appropriate incentives to achieve the short-term and long-term
business objectives established by management and our board.

2. In support of the foregoing, the total compensation paid to our named executive officers should

be:
o fair both to our company and to the named executive officers;
° reasonable 1n nature and amount; and
° competitive with market compensation rates.

Personal and company performances were just two factors considered by Mr. Cotter, Sr. in
establishing base salaries. We have no pre-established policy or target for allocating total executive
compensation between base and discretionary or incentive compensation, or between cash and stock-based
incentive compensation. Historically, including in 2014, a majority of total compensation to our named
executive officers has been in the form of annual base salaries and discretionary cash bonuses, although stock
bonuses have been granted from time to time under special circumstances. No stock bonuses were awarded in
2014 to our named executive officers other than Mr. Cotter, Sr.

These elements of our executive compensation are discussed further below.

Salary: Annual base salary is intended to compensate named executive officers for services rendered
during the fiscal year in the ordinary course of performing their job responsibilities. Factors considered by Mr.
Cotter, Sr. in setting the base salaries may have included (1) the negotiated terms of each executive’s
employment agreement or the original terms of employment, (i1) the individual’s position and level of
responsibility with our Company, (111) periodic review of the executive’s compensation, both individually and
relative to our other named executive officers, and (1v) a subjective evaluation of individual job performance of
the executive.

Cash Bonus: Historically, we have awarded annual cash bonuses to supplement the base salaries of
our named executive officers, and our board of directors has delegated to our Chief Executive Officer the
authority to determine 1n his discretion the annual cash bonuses, if any, to be paid to our executive officers
other than the Cotter family executives. Any discretionary annual bonuses to the Cotter family executive have
historically been determined by our board based upon the recommendation of our Compensation Committee.

In light of Mr. Cotter, Sr.’s death in September 2014, cash bonuses for 2014 have not yet been
determined by Mr. Cotter, Jr. or, in the case of the Cotter family members, recommended by the Compensation
Committee or approved by our board. Factors to be considered in determining or recommending any such
cash bonuses include (i) the level of the executive’s responsibilities, (i1) the efficiency and effectiveness with
which he or she oversees the matters under his or her supervision, and (1i1) the degree to which the officer has
contributed to the accomplishment of major tasks that advance the company’s goals.

Stock Bonus: Equity incentive bonuses may be awarded to align our executives’ long-term
compensation to appreciation in stockholder value over time and, so long as such grants are within the
parameters set by our 2010 Stock Incentive Plan, historically were entirely discretionary on the part of Mr.
Cotter, Sr. Other stock grants are subject to board approval. Equity awards may include stock options,
restricted stock, bonus stock, or stock appreciation rights. Apart from the stock award to Mr. Cotter, Sr., no
stock bonuses were awarded to our executive officers in 2014.

If awarded, it 1s generally our policy to value stock options and restricted stock at the closing price of
our common stock as reported on the NASDAQ Capital Market on the date the award 1s approved or on the
date of hire, if the stock 1s granted as a recruitment incentive. When stock 1s 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.
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Andrzej Matyczynski, our Chief Financial Officer, has a written employment agreement with our
company that provides for a specified annual base salary and other compensation. Mr. Matyczynski resigned
as our Chief Financial Officer effective September 1, 2014, but he and our company agreed to postpone the
cffective date of his resignation. Upon termination of Mr. Matyczynski’s employment, he will become entitled
under his employment agreement to a lump-sum severance payment of six months’ base salary and to the
payment ol his vested benefit in accordance with the terms of the deferred compensation plan discussed below
in this section.

Other than Mr. Cotter, Sr.’s and Mr. Cotter, Jr.’s role as Chief Executive Officer in setting
compensation, none of our executive officers play a role in determining the compensation of our named
executive officers.

2014 Base Salaries and Target Bonuses

We have historically established base salaries and target discretionary cash bonuses for our named
executive oflicers through negotiations with the individual named executive officer, generally at the time the
named executive officer commenced employment with us, with the intent of providing annual cash
compensation at a level sufficient to attract and retain talented and experienced individuals. Our
Compensation Committee recommended and our board approved the following base salaries for Mr. Cotter, Jr.
and Ellen M. Cotter for 2014:

2013 Base Salary 2014 Base Salary
Name $) ($)
James J. Cotter, Jr. 195,417 335,000
Ellen M. Cotter 335,000 335,000

The base salaries of our other named executive officers were established by Mr. Cotter, Sr. as shown
in the following table:

2013 Base Salary 2014 Base Salary
Name ($) ($)
Andrzej Matyczynski 309,000 309,000
Robert F. Smerling 350,000 350,000
Wayne Smith 339,000 324,295

All named executive officers are eligible to receive a discretionary annual cash bonus. Cash bonuses
are typically prorated to reflect a partial year of service. Our board reserves discretion to adjust bonuses for
the Cotter family members based on its own evaluations of the recommendations of our Compensation
Committee as 1t did 1n both 2013 and 2014 1n Mr. Cotter, Sr.’s case.

We offer stock options and stock awards to our employees, including named executive officers, as the
long-term incentive component of our compensation program. We sometimes grant equity awards to new
hires upon their commencing employment with us and from time to time thereafter. Our stock options allow
employees to purchase shares of our common stock at a price per share equal to the fair market value of our
common stock on the date of grant and may or may not be intended to qualify as “incentive stock options™ for
U.S. federal income tax purposes. Generally, the stock options we grant to our employees vest over four years
in equal installments upon the annual anniversaries of the date of grant, subject to their continued employment
with us on each vesting date.

11
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Other Elements of Compensation
Retirement Plans

We maintain a 401(k) retirement savings plan that allows eligible employees to defer a 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 other than Mr. Smith, who is a non-resident of the U.S., 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 specitied percentage, and these matching
contributions are fully vested as of the date on which the contribution 1s 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.

Supplemental Executive Retirement Plan

In March 2007, our board approved the SERP pursuant to which we agreed to provide Mr. Cotter, Sr.
supplemental retirement benefits. Under the SERP, following his separation from our company, Mr. Cotter,
Sr. was to be entitled to receive from our company for the remainder of his life or 180 months, whichever is
longer, a monthly payment of 40% of his average monthly base salary and cash bonuses over the highest
consecutive 36-month period of earnings prior to Mr. Cotter, Sr.’s separation from service with us. The
benefits under the SERP are fully vested. In October 2014, following Mr. Cotter, Sr.’s death, we began
accruing monthly supplemental retirement benefits of $57,000 in accordance with the SERP, but have not yet
paid any such benefits to Mr. Cotter, Sr.’s designated beneficiaries.

The SERP is unfunded and, as such, the SERP benefits are unsecured, general obligations of our
company. We may choose 1n the future to establish one or more grantor trusts from which to pay the SERP
benefits. The SERP i1s administered by the Compensation Committee.

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 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. Mr.
Matyczynski’s DCP vested as follows:

Total Vested Amount at the End of

December 31 Each Vesting Year
2013 $300,000
2014 $450,000

Mr. Matyczynski resigned his employment with the company effective September 1, 2014, but he and
our company agreed to postpone the effective date of his resignation until May 11, 2015. Upon the
termination of Mr. Matyczynski’s employment, he would become 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 65" birthday or (b) six months after his separation from service, unless his
employment were to be terminated for cause.

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

Our company maintains life insurance on certain individuals who we believe to be key to our
management. These individuals include James J. Cotter, Jr., Ellen M. Cotter, Margaret Cotter and Messrs.
Matyczynski, Smerling and Smith. If such individual ceases to be an employee, director or independent
contractor of our company, 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 our company is the beneliciary and the
insurance as to which our employee is the beneficiary, 1s paid by our company. In the case of named executive
officers, the premium paid by our company 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, although in the past we provided Mr. Cotter, Sr. the personal use of our
West Hollywood, California, condominium, which was used as an executive meeting place and office and sold
in February 20135, a company-owned automobile and a health club membership. Historically, all of our other
named executive officers also have received an automobile allowance. From time to time, we may provide
other perquisites to one or more of our other named executive officers.

Tax Gross-Ups

As a general rule, we do not make gross-up payments to cover our named executive officers” personal
income taxes that may pertain to any of the compensation paid or provided by our company. In 2014,
however, we reimbursed Ms. Ellen M. Cotter $50,000 for income taxes she incurred as a result of her exercise
of stock options that were deemed to be nonqualified stock options for income tax purposes, but which were
intended by the Compensation Committee and her to be so-called incentive stock options, or “ISOs”, when
originally granted. Our Compensation Committee believe it was appropriate to reimburse Ms. Cotter because
it was our company’s intention at the time of the 1ssuance to give her the tax deferral feature applicable to
ISOs. Due to the application of complex attribution rules, even though she was an executive officer of our
company and not a director, she did not in fact qualify for such tax deferral. Accordingly, upon exercise, she
rece1ved less compensation than the Compensation Committee had intended.

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. The Compensation Committee and our board consider the limits on deductibility under Section
162(m) 1n establishing executive compensation, but retain the discretion to authorize the payment of
compensation that exceeds the limit on deductibility under this Section as in the case of Mr. Cotter, Sr.

Nongqualified Deferred Compensation

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

Accounting for Stock-Based Compensation

Beginning on January 1, 2006, we began accounting for stock-based payments in accordance with the
requirements of Statement of Accounting Standards No. 123(R). Our decision to award restricted stock to
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Mr. Cotter, Sr. and other named executive officers from time to time was based in part upon the change in
accounting treatment for stock options. Accounting treatment otherwise has had no significant effect on our
compensation decisions.

Say on Pay

At our Annual Meeting of Stockholders held on May 15, 2014, we held an advisory vote on executive
compensation. Our 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.

Compensation Committee Report

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 Form 10-K/A.

Respectfully submitted,

Edward L. Kane, Chair
Guy W. Adams
Tim Storey

Compensation Committee Interlocks and Insider Participation

There are no “interlocks,” as defined by the SEC, with respect to any member of the Compensation
Committee during 2014.

Executive Compensation

This section discusses the material components of the compensation program for our executive
officers named in the 2014 Summary Compensation Table below. In 2014, our named executive officers and
their positions were as follows:

° James J. Cotter, Sr., former Chair of the Board and former Chief Executive Officer.

° James J. Cotter, Jr., Chief Executive Officer and President.

° Andrzej Matyczynski, Chief Financial Officer and Treasurer.

o Robert I'. Smerling, President — Domestic Cinema Operations.

o Ellen M. Cotter, Chair of the Board, Chief Operating Officer — Domestic Cinemas and Chief

Executive Officer of Consolidated Cinemas, LLC.
. Wayne Smith, Managing Director — Australia and New Zealand.

Summary Compensation Table

The following table shows the compensation paid or accrued during the last three fiscal years ended
December 31, 2014 to (1) Mr. James J. Cotter, Sr., who served as our principal executive officer until August 7,
2014, (11) Mr. James J. Cotter, Jr., who served as our principal executive officer from August 7, 2014 through
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December 31, 2014, (111) Mr. Andrzej Matyczynski, our financial officer, and (iv) the other three persons who
served as executive officers in 2014. The following executives are herein referred to as our “named executive

officers.”

Summary Compensation Table

Change in Pension

01778-0002 268542.13

Value and
Nongqualified
Deferred
Option Compensation All Other
Salary Bonus Stock Awards Awards Earnings Compensation Total
Year ($) ($) ($)) ($)) ($) ($) ($)
James J. Cotter, Sr.(2) 2014 452,000 1,050,000 1,200,000 — 197.000 (3) 20,000 (4) 2,919,000
Chair of the Board 2013 750,000 1,000,000 750,000 -- 1,455.000(3) 25,000 (4) 3,980,000
and Chief Executive 2012 700,000 500,000 950,000 ~ 2,433,000 (3) 24,000 (4) 4,607,000
Officer
James J. Cotter, Jr.(5) 2014 335,000 -- -- -- -- 27,000 (7) 362,000
President and Chief 2013 195,000 -- -- -- -- 20,000 (7) 215,000
Executive Officer 2012 -- 0 0
Andrzej Matyczynski 2014 309,000 33,000 150,000 (6) 26,000 (7) 518,000
Chief Financial Officer 2013 309,000 35,000 -- 33,000 50,000 (6) 26,000 (7) 453,000
and Treasurer 2012 309,000 -- -- 11,000 250,000 (6) 25,000 (7) 617,000
Robert F. Smerling 2014 350,000 25,000 -- -- -- 22,000 (7) 397,000
President — Domestic 2013 350,000 50,000 -- -- -- 22,000 (7) 422,000
Cinema Operations 2012 350,000 50,000 - -- -- 22,000(7) 422,000
Ellen M. Cotter 2014 335.000 -- -- -- -- 75,000 (7)(8) 410,000
Chief Operating Officer 2013 335,000 -- -- -- -- 25,000 (7) 360,000
Domestic Cinemas 2012 335.000 60,000 -- -- -- 25,000 (7) 420,000
Wayne Smith 2014 324,000 45,000 -- -- -- 19,000 (7) 388,000
Managing director - 2013 339,000 -- -- -- -- 20,000 (7) 359,000
Australia and New Zealand 2012 357,000 16,000 - 22,000 - 19,000 (7 414,000
(1) 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 included in our Annual Report on Form 10-K for the fiscal year ended December 31,
2014, filed with the SEC on March 17, 2015.
(2) Mr. Cotter, Sr. resigned as our Chair and Chief Executive Officer on August 7, 2014.
(3) Represents the present value of the vested benefits under Mr. Cotter. Sr.’s SERP. In October 2014, we began accruing
monthly supplemental retirement benefits of $57,000 in accordance with the SERP, but have not yet paid any such
benefits to Mr. Cotter, Sr.’s designated beneficiarics. Under the SERP, such payments are to continue for a 180-
month period.
(4) Until February 25, 2015, we owned a condominium in West Hollywood, California, which we used as an executive meeting
place and office. “All Other Compensation” includes the estimated incremental cost to our company of providing the use of
the West Hollywood Condominium to Mr. Cotter, Sr., our matching contributions under our 401(k) plan, the cost of a
company automobile used by Mr. Cotter, Sr., and health club dues paid by our company.
(5) M. Cotter, Jr. was appointed as our Chief Executive Officer on August 7, 2014.
(6) 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.
(7) Represents our matching contributions under our 401(k) plan, the cost of key person insurance, and any automobile
allowances.
(8) Includes the $50,000 tax gross-up described in the “Tax Gross-Up” section of the Compensation Discussion and Analysis.
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Employment Agreements

James J. Cotter, Jr. On June 3, 2013, we entered into an employment agreement with Mr. James J.
Cotter, Jr. to serve as our President. The employment agreement provides that Mr. Cotter, Jr. is to receive an
annual base salary of $335,000, with employee benefits in line with those received by our other senior
executives. Mr. Cotter, Jr. also was granted a stock option to purchase 100,000 Class A shares at an exercise
price equal to the market price of our Class A shares 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. Cotter Jr.’s employment with or without
cause (as defined) at any time. If we terminate his employment without cause, Mr. Cotter Jr. will be entitled to
recelve severance in an amount equal to the compensation he would have received had he remained employed
by us for 12 months.

William D. Ellis. On October 20, 2014, we entered into an employment agreement with Mr. William
D. Ellis, pursuant to which he agreed to serve as our General Counsel for a term of three years. The
employment agreement provides that Mr. Ellis is to receive an annual base salary of $350,000, with an annual
target bonus of at least $60,000. Mr. Ellis also received a “sign-up™ bonus of $10,000 and is entitled to
employee benefits in line with those received by our other senior executives. In addition, Mr. Ellis was
granted stock options to purchase 60,000 Class A shares at an exercise price equal to the closing price of our
Class A shares on the date of grant and which will vest in equal annual increments over a three-year period,
subject to his remaining in our continuous employ through each annual vesting date.

Under his employment agreement, we may terminate Mr. Ellis” employment with or without cause (as
defined) at any time. If we terminate his employment without cause, Mr. Ellis will be entitled to receive
severance in an amount equal to the compensation he would have received for the remainder of the term of his
employment agreement, or 24 months, whichever is less. If the termination is in connection with a ““change of
control” (as defined), Mr. Ellis would be entitled to severance in an amount equal to the compensation he
would have received for a period of twice the number of months remaining in the term of his employment
agreement.

Andrze] Matyczynski. Mr. Matyczynski, our Chief Financial Officer, has a written employment
agreement with our company that provides for a specified annual base salary and other compensation.
Mr. Matyczynski resigned as our Chief Financial Officer effective May 11, 20135, but will continue as an
employee until April 15, 2016 in order to assist in the transition of our new Chief Financial Officer, Mr.
Ghose, whose information is set forth above. Upon termination of Mr. Matyczynski’s employment, he will
become entitled under his employment agreement to a lump-sum severance payment of six months” base salary
and to the payment of his vested benefit under his deferred compensation plan discussed above in this section.

2010 Equity Incentive Plan

On May 13, 2010, our stockholders approved the 2010 Stock Incentive Plan (the “Plan”) at the annual
meeting of stockholders in accordance with the recommendation of the board of directors of the Company.
The Plan provides for awards of stock options, restricted stock, bonus stock, and stock appreciation rights to
eligible employees, directors, and consultants. The Plan permits issuance of a maximum of 1,250,000 shares
of class A nonvoting common stock. The Plan expires automatically on March 11, 2020.

Equity incentive bonuses may be awarded to align our executives’ long-term compensation to
appreciation in stockholder value over time and, so long as such grants are within the parameters of the Plan,
historically were entirely discretionary on the part of Mr. Cotter, Sr. Other stock grants are subject to board
approval. Equity awards may include stock options, restricted stock, bonus stock, or stock appreciation rights.

Apart from the stock award to Mr. Cotter, Sr., no stock bonuses were awarded to our executive officers in
2014.
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If awarded, it 1s generally our policy to value stock options and restricted stock at the closing price of
our common stock as reported on the NASDAQ Capital Market on the date the award is approved or on the
date of hire, if the stock 1s granted as a recruitment incentive. When stock 1s 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.

Certain Federal Income Tax Consequences

Non-qualified Stock Options. There will be no federal income tax consequences to either the
Company or the participant upon the grant of a non-discounted NQSO. However, the participant will realize
ordinary income on the exercise of the NQSO 1n an amount equal to the excess of the fair market value of the
common stock acquired upon the exercise of such option over the exercise price, and the Company will recerve
a corresponding deduction. The gain, if any, realized upon the subsequent disposition by the participant of the
common stock will constitute short-term or long-term capital gain, depending on the participant’s holding
period.

Incentive Stock Options. There will be no regular federal income tax consequences to either the
Company or the participant upon the grant or exercise of an incentive stock option. If the participant does not
dispose of the shares of common stock for two years after the date the option was granted and one year after
the acquisition of such shares of common stock, the difference between the aggregate option price and the
amount realized upon disposition of the shares of common stock will constitute long-term capital gain or loss,
and the Company will not be entitled to a federal income tax deduction. If the shares of common stock are
disposed of in a sale, exchange or other “disqualifying disposition” during those periods, the participant will
realize taxable ordinary income 1n an amount equal to the excess of the fair market value of the common stock
purchased at the time of exercise over the aggregate option price (adjusted for any loss of value at the time of
disposition), and the Company will be entitled to a federal income tax deduction equal to such amount, subject
to the limitations under Code Section 162(m).

While the exercise of an incentive stock option does not result in current taxable income, the excess of
(1) the fair market value of the option shares at the time of exercise over (2) the exercise price, will be an item
of adjustment for purposes of determining the participant’s alternative minimum tax income.

SARs. A participant receiving an SAR will not recognize income, and the Company will not be
allowed a tax deduction, at the time the award 1s granted. When a participant exercises the SAR, the amount of
cash and the fair market value of any shares of common stock received will be ordinary income to the
participant and will be allowed as a deduction for federal income tax purposes to the Company, subject to
limitations under Code Section 162(m). In addition, the Board (or Committee), may at any time, in its
discretion, declare any or all awards to be fully or partially exercisable and may discriminate among
participants or among awards in exercising such discretion.

Restricted Stock. Unless a participant makes an election to accelerate recognition of the income to the
date of grant, a participant receiving a restricted stock award will not recognize income, and the Company will
not be allowed a tax deduction, at the time the award 1s granted. When the restrictions lapse, the participant
will recognize ordinary income equal to the fair market value of the common stock, and the Company will be
entitled to a corresponding tax deduction at that time, subject to the limitations under Code Section 162(m).

QOutstanding Equity Awards

The following table sets forth outstanding equity awards held by our named executive officers as of
December 31, 2014 under the Plan:
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Outstanding Equity Awards At Year Ended December 30, 2014

Option Awards Stock Awards
Number of Number of Number of Market

Shares Shares Shares or Value of

Underlying Underlying Units of Shares or

Unexercised Unexercised Option Option Stock that Units that

Options Options Exercise = Expiration Have Not Have Not

Class Exercisable Unexercisable Price ($) Date Vested Vested ($)
James J. Cotter, Sr. B 100,000 -- 10.24 09/05/2017 --
James J. Cotter, Jr. A 12,500 - 3.87 07/07/12015 --
James J. Cotter, Jr. A 10,000 -- 8.35 01/19/2017 --
James J. Cotter, Jr. A 100,000 - 6.31 02/06/2018 --
Ellen M. Cotter A 20,000 - 5.55 03/06/2018 --
Ellen M. Cotter B 50,000 -- 10.24 09/05/2017 --
Andrzej Matyczynski A 25,000 25,000 6.02 08/22/2022 --
Robert FF. Smerling A 43,750 -- 10.24 09/05/2017 --

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, 2014:

Option Awards Stock Awards
Number of Number of
Shares Value Shares Value
Acquired on Realized on  Acquired on Realized on
Name Exercise Exercise ($) Vesting Vesting ($)
James J. Cotter, Sr. -- -- 160,643 1,200,000
Andrzej Matyczynski 35,100 180,063 - -

Pension Benefits

The following table contains information concerning pension plans for each of the named executive
officers for the year ended December 31, 2014:

Number of Payments
Years of Present Value During Last
Credited of Accumulated Fiscal Year
Name Plan Name Service Benefit ($) ($)
James J. Cotter, Sr.(1) SERP 27 S 7,595,000 $ --
Andrzej Matyczynski(2) DCP 5 S 450,000 $ --

Director Compensation

During 2014, all of our directors, except Mr. James J. Cotter Sr., Mr. James J. Cotter, Jr. and Ms.
Ellen M. Cotter, received an annual fee of $35,000 (prorated for the year in which a director is first elected or
appointed). In addition to their annual directors fee, the following directors received a one-time fee of $5,000
for their services as a member of the board and of all board committees on which they serve; Messrs. Adams,
Gould, McEachern and Kane. Mr. Storey received a one-time fee of $10,000, for his services as a member of
the board and of all board committees on which he served. Messrs. McEachern and Storey also each received
an additional $6,000 for their participation in Special Committee Meetings. For 2014, the Chair of our Audit
and Conflicts Committee received an additional fee of $7,000, the Chair of our Compensation Committee
received an additional fee of $5,000, and the Chair of our Tax Oversight Committee received an additional fee
of $18,000.
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Upon joining our board, new directors have historically received immediately vested five-year stock
options to purchase 20,000 shares of our Class A Stock at an exercise price equal to the market price of the
stock at the date of grant. From time to time our directors also are granted additional stock options as
compensation for their service on our board. Historically, these awards were based upon the recommendations
of our former Chair and principal shareholder, Mr. James J. Cotter, Sr., which recommendations were
reviewed and acted upon by our entire board. When such additional awards have been made, typically, each
sitting director (other than Mr. Cotter, Sr., who historically did not participate in such awards) was awarded the
same number of options on the same terms. Historically, we have granted our officers and directors
replacement options where their options would otherwise expire with exercise prices that were out of the
money at the time of such expiration.

In November 2014, our board of directors determined to make grants to our non-employee directors
on January 15 of each year of stock options to purchase 2,000 shares of our Class A Stock. The options will be
for a term of five years, have an exercise price equal to the market price of Class A Stock on the grant date and
be fully vested immediately upon grant.

The following table sets forth information concerning the compensation to persons who served as our
non-employee directors during 2014 for their services as directors.

Director Compensation Table

Fees Earned or All Other
Paid in Cash Option Awards  Compensation

Name $) ($) ($) Total ($)
Margaret Cotter (1) 35,000 0 0 35,000
Guy W. Adams (2) 40,000 69,000 0 109,000
William D. Gould 35,000 0 0 35,000
Edward .. Kane 63,000 0 0 63,000
Douglas J. McEachern 53,000 0 0 53,000
Tim Storey 51,000 0 21,000(3) 72,000
Alfred Villasenor (4) 10,000 0 0 10,000
(1) In addition to her director’s fees, Ms. Margaret Cotter receives 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.

(2) Mr. Adams joined the board on January 14, 2014 and was granted on that date a five-year stock option
to purchase 20,000 shares of our Class A Stock at an exercise price of $7.40 per share.

(3) This amount represents fees paid to Mr. Storey as the sole independent director of our company’s
wholly-owned New Zealand subsidiary.

(4) Represents fees paid to Mr. Villasenor prior to our 2014 Annual Meeting of Stockholders, when he
declined to stand for re-nomination as a director.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

Except as described below, the following table sets forth the shares of Class A Stock and Class B
Stock beneficially owned on April 30, 2015 by:

° each of our incumbent directors;

° each of our incumbent named executive officers set forth in the Summary Compensation
Table of this Proxy Statement;
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o each person known to us to be the beneficial owner of more than 5% of our Class B Stock;

and

o all of our incumbent directors and incumbent executive officers as a group.

The beneficial ownership of 327,808 shares of our outstanding Class B Stock, which we refer to as the
“disputed shares,” and 100,000 shares of Class B Stock underlying a currently exercisable stock option, which
we refer to as the “disputed option,” is disputed by the Cotter family members, and the following table does
not ascribe to any person or entity the beneficial ownership of the disputed shares or of the shares underlying

the disputed option.

Except as noted, 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
James J. Cotter, Jr. (2)(9)(10) 3,220,251 14.7 696,080 440
Ellen M. Cotter (3)(9)(10) 2,818,995 13.0 746,080 47.2
Margaret Cotter (4)(9)(10) 3,111,572 14.3 731,180 46.3
Guy W. Adams -0 - - -0 - --
William D. Gould (5) 54,340 * -- --
Edward L. Kane (6) 19,500 * 100 *
Andrzej Matyczynski 25,789 8 -- --
Douglas J. McEachern (7) 37,300 * - -
Tim Storey (8) 27,000 8 -- --
Robert I'. Smerling (8) 43,750 * -~ -~
5% or Greater Stockholders
James J. Cotter Living Trust (9)(10) 1,897,649 8.7 696,080 440
James J. Cotter Living Trust/Estate of James

J. Cotter, Deceased(9)(10) 408,263 1.9 427,808 25.5
Mark Cuban (11) 72,164 * 207,611 13.1
5424 Deloache Avenue
Dallas, Texas 75220
PICO Holdings, Inc. and PICO Deferred -- -- 97,500 6.2
Holdings, 1.1.C (12)
875 Prospect Street, Suite 301
I.a Jolla, California 92037
All directors and executive officers as a 5,476,570 24.9 1,209,088 71.9

group (10 persons)(13)

(1) Percentage ownership is determined based on 21,745,484 shares of Class A Stock and 1,580,590 shares of Class B Stock
outstanding on May 6, 2015. Except as described in footnote (13) with respect to the beneficial ownership of all directors
and executive officers as a group, the table does not ascribe to any person or entity the beneficial ownership of the disputed
shares or of the shares underlying the disputed option. Except as described with respect to the disputed shares and the
disputed option, beneficial ownership has been determined in accordance with SEC rules. Shares subject to options that are
presently exercisable, or exercisable within 60 days of May 6, 2015, which are indicated by footnote, are deemed to be
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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.

(2) The Class A Stock shown include 97,500 shares subject to stock options. The Class A Stock shown also include 289,390
shares held by a trust for the benefit of James J. Cotter, Sr.”s grandchildren (the “Cotter grandchildren’s trust™) and 102,751
held by the James J. Cotter Foundation. Mr. Cotter, Jr. is co-trustee of the Cotter 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 James J. Cotter Living Trust, or the “Living Trust,” which became irrevocable upon Mr.,
Cotter, Sr.’s death on September 13, 2014. See footnotes (9) and (10) for information regarding beneficial ownership of the
shares held by the Living Trust that is disputed by the Cotter family members.

(3) The Class A Stock shown includes 20,000 shares subject to stock options. The Class A Stock shown also include 102,751
shares held by the James J. Cotter Foundation. Ms. Cotter is 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 408,263 shares that Ms. Cotter maintains
are part of the Estate of James J. Cotter, Deceased (the “Cotter Estate™) that is being administered in the State of Nevada
and that Mr. Cotter, Jr. contends are held by the Living Trust. 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. As co-trustees of the Living Trust, the three Cotter family members
would be deemed to beneficially own such shares depending upon the outcome of the matters described in footnote (9).
The shares shown also include 1,897,649 shares held by the Living Trust. See footnotes (9) and (10) for information
regarding beneficial ownership of the shares held by the Living Trust that is disputed by the Cotter family members.

(4) The Class A Stock shown includes 17,000 shares subject to stock options. The Class A shares shown also include 289,390
shares held by the Cotter grandchildren’s trust and 102,751 shares held by the James J. Cotter Foundation. Ms. Cotter is co-
trustee of the Cotter grandchildren’s trust and 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 includes 408,263 shares that Ms. Cotter maintains are part of the Cotter Estate and
that Mr. Cotter, Jr. contends are held by the Living Trust. As co-executor of the Cotter Estate, Ms. Cotter would be deemed
to beneficially own such shares. As co-trustees of the Living Trust, the three Cotter family members would be deemed to
beneficially own such shares depending upon the outcome of the matters described in footnote (9). The shares shown also
include 1,897,649 shares held by the Living Trust. See footnotes (9) and (10) for information regarding beneficial
ownership of the shares held by the Living Trust that is disputed by the Cotter family members.

(5) Includes 17,000 shares subject to stock options.

(6) The Class A Stock shown includes 2,000 shares subject to stock options.
(7) Includes 27,000 shares subject to stock options.

(8) Consists of shares subject to stock options.

(9) James J. Cotter, Jr., Ellen M. Cotter and Margaret Cotter are the Co-trustees of the Living Trust. On June 5, 2013, the
Declaration of Trust establishing the Living 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 in September
2014. The 2013 Restatement also names Margaret Cotter the sole trustee of the Reading Voting Trust and names James J.
Cotter, JIr. as the first alternate trustee in the event that Ms. Cotter is unable or unwilling to act as trustee. 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 Ist. 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 Cotter, Margaret Cotter 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. On February 6, 2015, Ellen 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 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. has filed an opposition to the Petition. As co-trustees of
the Living Trust, Mr. Cotter, Jr., Ellen M. Cotter and Margaret Cotter would share voting and investment power of the
shares held by the Living Trust and, as such, would be deemed to beneficially own such shares. As trustee or co-trustees of
the Reading Voting Trust, Margaret Cotter or Mr. Cotter, Jr., or both, would be deemed to beneficially own the Class B
Stock shown. Each of Mr. Cotter, Jr., Ellen M. Cotter and Margaret Cotter disclaims beneficial ownership of the shares
held by the Living Trust except to the extent of his or her pecuniary interest, if any, in such shares.
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(10) Ouwur stock register reflects that the 327,808 disputed shares of Class B Stock, which constitute approximately 20.7% of the
voting power of our outstanding capital stock, and the disputed option to purchase 100,000 shares of Class B Stock, are
standing in the name of Mr. Cotter, Sr. Ellen M. Cotter and Margaret Cotter dispute that Mr. Cotter, Sr. executed a written
assignment that purported to transfer the disputed shares to the Living Trust and contend that, until such time as they pour
over into the Living Trust, the disputed shares make up a part of the Cotter Estate. Fllen M. Cotter and Margaret Cotter
also contend that the disputed option belongs to the Cotter Estate, while Mr. Cotter, Jr. disputes these contentions. Because
the disputed shares and the shares underlying the disputed option together represent a material amount of our outstanding
(Class B stock, on April 29, 2015, we filed in the District Court of Clark County, Nevada, a petition requesting instructions
from the Court regarding the disputed shares and the disputed option. A copy of our petition is set forth as an exhibit to our
current report on Form 8 K filed with the SEC on May 4, 2015. Depending upon the outcome of this matter, the beneficial
ownership of our Class B Stock will change, perhaps materially, from that presented in this table. The Cotter family also
dispute whether the Class A Stock shown is held by the Living Trust or by the Cotter Estate.

(11) Based on Mr. Cuban’s Form 4 filed with the SEC on July 18, 2011 and Schedule 13G filed on February 14, 2012.

(12) Based on the PICO Holdings, Inc. and PICO Deferred Holdings, ILLLC Schedule 13G filed with the SEC on February 15,
2011.

(13) The Class A Stock shown includes 408,263 disputed shares of Class A Stock and 251,250 shares subject to options. The
Class B Stock shown includes the 327,808 disputed shares and the 100,000 shares subject to the disputed option.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE.

Certain Relationships and Related Transactions

The members of our Audit and Conflicts Committee are Edward Kane, Tim Storey, and Douglas
McEachem, who serves as Chair. Management presents all potential related party transactions to the Conflicts
Committee for review. Our Conflicts Committee reviews whether a given related party transaction 18
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.

Sutton Hill Capital

In 2001, we entered into a transaction with Sutton Hill Capital, LLC (“SHC”) regarding the 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 to lend certain amounts to SHC, to provide
liquidity 1n 1ts investment, pending our determination whether or not to exercise our option to purchase and to
manage the 86th Street Cinema on a fee basis. SHC 1s a limited liability company that is owned by Sutton Hill
Associates, which was a 50/50 partnership between James J. Cotter, Sr. and Michael Forman. The Village
East 1s the only cinema subject to this lease, and during 2014, 2013 and 2012 we paid rent to SHC 1n the
amount of $590,000 annually.

On June 29, 2010, we agreed to extend our existing lease from SHC of the Village East Cinema in
New York City by 10 years, with a new termination date of June 30, 2020. 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 us 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. In 2005, we acquired from a third party the fee interest and from
SHC 1ts interest in the ground lease estate underlying and the improvements constituting the Cinemas 1, 2 & 3.
In connection with that transaction, we granted to SHC an option to acquire a 25% interest in the special
purpose entity formed to acquire these interests at cost. On June 28, 2007, SHC exercised this option, paying
the option exercise price through the application of its $3 million deposit plus the assumption of its
proportionate share of SHP’s liabilities, giving SHC a 25% non-managing membership interest in SHP. We
manage this cinema property for an annual management fee equal to 5% of its annual gross income.
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In February 2015, we and SHP entered into an amendment to the management agreement dated as of
June 27, 2007 between us and SHC. 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 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. 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.

OBI Management Agreement

Pursuant to a Theater Management Agreement (the “Management Agreement™), our live theater
operations are managed by OBI LLC (““OBI Management™), which 1s wholly owned by Ms, Margaret Cotter
who 1s our Vice Chair and the sister of James J. Cotter, Jr. and Ellen M. Cotter.

The Management Agreement generally provides that we will pay OBI Management a combination of
fixed and incentive fees, which historically have equated to approximately 21% of the net cash flow received
by us from our live theaters in New York. Since the fixed fees are applicable only during such periods as the
New York theaters are booked, OBI Management receives no compensation with respect to a theater at any
time when it 1s not generating revenue for us. This arrangement provides an incentive to OBl Management to
keep the theaters booked with the best available shows, and mitigates the negative cash flow that would result
from having an empty theater. In addition, OBI Management manages our Royal George live theater complex
in Chicago on a fee basis based on theater cash flow. In 2014, OBI Management earned $397,000, which was
20.9% of net cash flows for the year. In 2013, OBI Management earned $401,000, which was 20.1% of net
cash flows for the year. In 2012, OBI Management earned $390,000, which was 19.7% of net cash flows for
the year. In each year, 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.

OBI Management conducts 1ts operations from our office facilities on a rent-free basis, and we share
the cost of one administrative employee of OBl Management. Other than these expenses and travel-related
expenses for OBI Management personnel to travel to Chicago as referred to above, OBl Management is
responsible for all of its costs and expenses related to the performance of its management functions. The
Management Agreement renews 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 may terminate the
Management Agreement at any time for cause.

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 played in our Orpheum Theatre since prior to our acquisition of the theater in 2001. Mr. Cotter,
Sr. owned an approximately 5% interest in that play.

Shadow View Land and Farming LLC

During 2012, Mr. Cotter, Sr., our former Chair, Chief Executive Officer and controlling shareholder,
contributed $2.5 million of cash and $255,000 of his 2011 bonus as his 50% share of the purchase price of a
land parcel 1n Coachella, California and to cover his 50% share of certain costs associated with that
acquisition. This land 1s held in Shadow View Land and Farming, [.I.C, which is owned 50% by our
company. Mr. Cotter, Jr. contends that the other 50% interest in Shadow View lLand and Farming, 1.I.C 1s
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owned by the James J. Cotter, Sr. Trust, while Ellen Cotter and Margaret Cotter contend that such interest is
owned by the Cotter Estate. We are the managing member of Shadow View Land and Farming, [.I.C, with
oversight provided by our Audit and Conflicts Committee.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
Summary of Principal Accounting Fees for Professional Services Rendered

Our independent public accountants, Grant Thornton, LLI.P, have audited our financial statements for
the fiscal year ended December 31, 2014, 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 Forms
10-K and 10-Q provided by Grant Thornton LLP for 2014 and 2013 were approximately $661,700 and
$550,000, respectively.

Audit-Related Fees
Grant Thornton, LLP did not provide us any audit related services for 2014 or 2013.
Tax Fees

Grant Thornton, LLP did not provide us any products or any services for tax compliance, tax advice,
or tax planning for 2014 or 2013.

All Other Fees
Grant Thornton, LLP did not provide us any services for 2014 or 2013 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 (1) 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; (i1) we did not recognize
such services at the time of the engagement to be non-audit services; and (111) 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 2014 and 2013.

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a)(3) The following exhibits are filed as part of this report:

Exhibit No. Description
31.1 Certification of Principal Executive Officer dated March 7, 2014 pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).
31.2 Certification of Principal Financial Officer dated March 7, 2014 pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

READING INTERNATIONAL, INC.

Date: May &, 2015 By: /s/ ANDRZEJ MATYCZYNSKI
Name: Andrzej Matyczynski
Title:  Chief Financial Officer
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CERTIFICATION OF PERIODIC REPORT UNDER SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, James J. Cotter, Jr., certify that:

1. I have reviewed this Annual Report on Form 10-K/A of Reading International, Inc.

2. Based on my knowledge, this report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report.

3. Based on my knowledge, the financial statements, and other financial information included in
this report, fairly present in all material respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this report.

4. The registrant's other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a—15(e) and 15d—-15(e)) and internal
control over financial reporting (as defined in Exchange Act Rules 13a—15(f) and 15d-15(f)) for the registrant
and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, 1s made known to us by others within those entities,
particularly during the period 1n which this report 1s being prepared;

(b) Designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and
presented 1n this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial
reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting.

S. The registrant's other certifying officer and I have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the registrant's auditors and the audit committee of
the registrant's board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of
internal control over financial reporting which are reasonably likely to adversely affect the registrant's ability
to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees
who have a significant role in the registrant's internal control over financial reporting.

Date: May 8§, 2015 /s/ JAMES J. COTTER, JR.
James J. Cotter, Jr.
Chief Executive Officer
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CERTIFICATION OF PERIODIC REPORT UNDER SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Andrzej Matyczynski, certify that:

1. I have reviewed this Annual Report on Form 10-K/A of Reading International, Inc.

2. Based on my knowledge, this report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report.

3. Based on my knowledge, the financial statements, and other financial information included 1n
this report, fairly present in all material respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this report.

4. The registrant's other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a—15(e) and 15d-15(e)) and internal
control over financial reporting (as defined in Exchange Act Rules 13a—15(f) and 15d-15(f)) for the registrant
and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, 1s made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and
presented 1n this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial
reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in
the case of an annual report) that has materially affected, or 1s reasonably likely to materially affect, the
registrant's internal control over financial reporting.

S. The registrant's other certifying officer and I have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the registrant's auditors and the audit committee of
the registrant's board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of
internal control over financial reporting which are reasonably likely to adversely affect the registrant's ability
to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees
who have a significant role in the registrant's internal control over financial reporting.

Date: May 8§, 2015 /sl ANDRZEJ] MATYZYNSKI
Andrzej Matyczynski
Chief Financial Officer
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CLERK OF THE COURT

DISTRICT COURT

CLARK COUNTY, NEVADA

In the Matter of the Estate of

JAMES J. COTTER,

Deceased.

Case No. P 14-082942-FE

Dept. XI

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

Plaintiff,
V.

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

Defendants.

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

Jointly Administered

READING INTERNATIONAL, INC.’S
JOINDER TO MARGARET COTTER,
ELLEN COTTER, DOUGLAS
MCEACHERN, GUY ADAMS, AND
EDWARD KANE’S MOTION TO
DISMISS COMPLAINT

Date of Hearing: September 10, 2015
Time of Hearing: 8:30am.
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1 Reading International, Inc. ("Reading”) by and through its counsel Greenberg Traurig,
2 || LLP hereby submits this Joinder to Margaret Cotter, Ellen Cotter, Douglas McEachern, Guy
3 || Adams and Edward Kane’s Motion to Dismiss Complaint (“Motion to Dismiss”). As detailed in
4 1| Reading’s Motion to Compel Arbitration, Reading believes this matter should be stayed and all
5 || claims determined through Arbitration. However, should this Court disagree and instruct the
6 || partics to move forward herein, Reading hereby joins the Motion to Dismiss in its entirety.
7 DATED this 20™ day of August, 2015.
8 GREENBERG TRAURIG, LLP
9 /s/ Mark E. Ferrario
10 MARK E. FERRARIO, ESQ. (NV Bar No. 1625)
G. LANCE COBURN, EsQ. (NV Bar No. 6604)
11 3773 Howard Hughes Parkway
Suite 400 North
. 12 Las Vegas, Nevada 89169
E % . 13 Counsel for Reading International, Inc.
$itay 14
A
Z32:F 15
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GREENBERG TRAURIG, LLP
3773 Howard Hughes Parkway, Suite 400 North

Las Vegas, Nevada 89169

Telephone: (702) 792-3773

Facsimile: (702) 792-9002

CERTIFICATE OF SERVICE

Pursuant to Nev. R. Civ. P. 5(b)(2)(D) and E.D.C.R. 8.05, I certify that on this day, |
caused a true and correct copy of the forgoing Reading International, Inc.’s Joinder to
Margaret Cotter, Ellen Cotter, Douglas McEachern, Guy Adams, and Edward Kane’s Motion
to Dismiss Complaint to be filed and served via the Court’s Wiznet E-Filing system. The date

and time of the clectronic proof of scrvice is in place of the date and place of deposit in the mail.

Lewis Roca Rothgerber, LLP
Contact Email
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GREENBERG TRAURIG, LLP
3773 Howard Hughes Parkway, Suite 400 North

Las Vegas, Nevada 89169

Telephone: (702) 792-3773

Facsimile: (702) 792-9002

DATED this 10™ day of August, 2015.

/s/ Andrea Lee Rosehill

AN EMPLOYEE OF GREENBERG TRAURIG, LLP
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MARK E. FERRARIO, ESQ.
(NV Bar No. 1625)

LESLIE S. GODFREY, ESQ.
(NV Bar No. 10229)
GREENBERG TRAURIG, LLP
3773 Howard Hughes Parkway
Suite 400 North

Las Vegas, Nevada 89169
Telephone: (702) 792-3773
Facsimile: (702) 792-9002
ferrariom@gtlaw.com
godfreyl(@gtlaw.com

CLERK OF THE COURT

Counsel for Reading International, Inc.

DISTRICT COURT
CLARK COUNTY, NEVADA

In the Matter of the Estate of Case No. P. 14-082942-E

JAMES J. COTTER, Dept. 11

Deccased.
JAMES J. COTTER, JR., individually and Case No. A-15-719860-B
derivatively on behalf of Reading
International, Inc. Dept. No. XI

Plaintiff, Jointly Administered
V.

[COURTESY FILING OF)]

MARGARET COTTER, ELLEN MOTION TO COMPEL
COTTER, GUY ADAMS, EDWARD ARBITRATION
KANE, DOUGLAS McEACHERN,
TIMOTHY STOREY, WILLIAM HEARING
GOULD, and DOES 1 through 100, Date: 9/1/2015
inclusive, Time: 8:30a

Defendants.
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Reading International, Inc., a Nevada corporation by and through undersigned counsel of
record, hereby moves this Court for an order compelling arbitration of this dispute, with a
corresponding stay of this action during such arbitration. This Motion is based upon the files and
records in this matter, the attached memorandum of authorities, and any argument allowed at the
time of hearing,

DATED this 31* day of August, 2015.

GREENBERG TRAURIG, LLP

/s/ Mark E. Ferrario

MARK E. FERRARIO, ESQ. (NV Bar No. 1625)
Leslie S. Godfrey, Esq. (NV Bar No. 10229)
3773 Howard Hughes Parkway

Suite 400 North

Las Vegas, Nevada 89169

Counsel for Reading International, Inc.

MEMORANDUM OF POINTS AND AUTHORITIES

L INTRODUCTION

James J. Cotter Jr.’s (“Mr. Cotter”) complaint sets forth a number of claims, all of which
mvolve cither directly or indirectly the termination of his cmployment with Rcading
International, Inc. (“Reading”). This is borne out by the relief Mr. Cotter requests, which 1s
reinstatement of his position with Reading. What Mr. Cotter fails to mention in his complaint is
that his employment was governed by an Employment Agreement. Pursuant to that agreement
any disputes relating to Mr. Cotter’s employment must be arbitrated. None of Mr. Cotter’s
allegations stem from anything other than his desire to recapture his employment. As a result,

this matter must be stayed, pending arbitration of Mr. Cotter’s claims.
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II. SUMMARY OF FACTS
On June 3, 2013, Mr. Cotter executed an Employment Agreement pursuant to which he
was to act as the President for Reading. The Employment Agreement provides all controversies

rclating thereto should be arbitrated. As relevant to this motion:

“Any dispute or controversy arising under this Agreement or relating to its
interpretation or the breach hereof, including the arbitrability of any such dispute or
controversy, shall be determined and settled by arbitration in Los Angeles, California
pursuant to the Rules then obtaining of the American Arbitration Association. Any
award rendered herein shall be final and binding on each and all of the parties, and
judgment may be entered thereon in any court of competent jurisdiction.”

Employment Agreement attached hereto as Exhibit 1, at q[13.

On June 12, 2015, concluding a process of review and deliberation that had begun some
three weeks earlier on May 21, 2015, Reading’s Board of Directors voted to terminate Mr.
Cotter’s employment with Reading. In the afternoon of that same day, June 12", Plaintiff filed
the present suit in which he alleges Breach of Fiduciary Duty against all Defendants, Breach of
Fiduciary Duty against Reading Directors Margaret Cotter, Ellen Cotter, Adams, Kane and
McEachern, and Aiding and Abetting Breach of Fiduciary Duty against Margaret Cotter and
Ellen Cotter for the actions taken leading to his termination. See Complaint on file herein at
p.25, 26, and 27. The only relief Mr. Cotter seeks is to obtain re-employment and obtain money
damages resulting from his termination. Mr. Cotter’s prayer for relief requests an
Order “enjoining Defendants from taking further action to effectuate or implement the (legally
ineffectual) termination of Plaintiff as President and CEO of RDI”, and for an order
determining “that the termination was legally ineffectual and of no force and effect.” Complaint,
at p. 28, Prayer for Relief.

A review of the Motion for Preliminary Injunction filed on August 4th demonstrates
clearly that this case 1s about nothing more than the termination of Mr. Cotter’s
cmployment. There are no less than twenty-one (21) references to Mr. Cotter’s employment

“termination” in the first ten pages of the brief. These references paint a clear picture of what is
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really at 1ssuc in this case, the termination of Mr. Cotter’s employment which was governed by
his agreement with the company. See e.g. Motion for Preliminary Injunction, page 2, lines 15-22
(Mr. Cotter acknowledges the termination of his employment “precipitated” the commencement
of this action); Motion for Preliminary Injunction, page 7, lines 9-12 (alleging Mr. Cotter was
pressured by his sisters to “avoid termination as President and CEO”); page 7, lines 22-23
(suggesting what Mr. Cotter had to do to “avoid being fired”); page 7, lines 25-26 (discussion
alleging  thrcats to  “terminate”  Mr.  Cotter”); page 10, lines  14-24
(referencing the Boards’ decision to terminate Mr. Cotter). Morcover, when it comes to the
relief requested in the Preliminary Injunction Motion, Mr. Cotter’s first request is that the court
restore him to the positions of President and CEO of Reading a determination that will
necessarily involve his employment agreement. See, Motion for Preliminary Injunction, page 3,
item number one.

Mr. Cotter’s dispute is subject to arbitration. Reading filed a Demand for Arbitration
with thc Amecrican Arbitration Association on July 14, 2015 requesting declaratory relief
determining that Mr. Cotter’s employment and employment agreement with Reading have been
validly terminated, that the Board validly removed him from his position with Reading, that Mr.
Cotter 18 required to submit his resignation from all positions with Reading and its affiliates and
subsidiaries, including as a member of the Board of Directors, and that Mr. Cotter 1s not owed
any further compensation or benefits under the employment agreement due to such a breach.
Reading also secks an order requiring Mr. Cotter to resign, and/or any damages resulting from
his failure to resign, as well as its costs and fees. See the Demand for Arbitration attached
hereto as Exhibit 2. Mr. Cotter has rejected the demand thus necessitating this motion.

It appcars that Mr. Cotter, understanding that he has no claim under his Employment
Agreement, 1s attempting to end run the absolute right of Reading to terminate his employment
without cause (subject to the payment of a negotiated liquidated damage amount) by claiming

that the cxcrcise of that absolute right by the Board was somchow a breach of the fiduciary

Page 4 of 10

LV 420521855v1

RAGS




LLP

S

GREENBERG TRAURIG
3773 Howard Hughes Parkway, Suit

400 North

v

=)

Las Vegas, Nevada 8916
Telephone: (702) 792-37

3
2

[~

<

Facsimile: (702) 792-90

o 00 1 DN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

duties owed by those directors to Reading itself. It is to be noted that, if this is correct, then any
terminated employee could make the same end run around his or her employment contract, so
long as that former employce was a sharcholder at the time of his or her termination. This would
materially undermine the ability of corporatc employers to negotiate “at will” employment
contracts or to require arbitration.
III. LEGAL ARGUMENT

This Court should enter an order compelling Mr. Cotter to honor his agreement and
arbitrate all pending claims as the Employment Agreement is a valid and existing contract with
an agreement to arbitrate disputes thercunder, and all of Mr. Cotter’s claims arise from or relate
to the Employment Agreement.

A. The Employment Agreement is a Valid and Existing Arbitration Agreement.

Reading is a Nevada corporation headquartered in California. Mr. Cotter was employed
with Reading subject to an Employment Agreement with a California choice of law provision.
Courts typically give wide latitude to the choice of law in a contract governing arbitration so
long as the situs of the choice of law has a substantial relation with the transaction. Coleman v.
Assurant, Inc., 508 F. Supp. 2d 862, 865 (D. Nevada, 2007) citing Ferdie Sievers and Lake
Tahoe Land Co., v. Diversified Mortg. Investors, 95 Nev. 811, 603 P.2d 270, 273 (1979). The
Court must also analyze whether the arbitration provision is contrary to the public policy of the
current forum. /d. Thus, while both the law California (the choice of law forum) and Nevada
(the current forum) are relevant, these distinctions do not matter. Both California and Nevada
law strongly favor arbitrating this dispute.

In Nevada, an agreement to arbitrate is valid, enforceable, and irrevocable. See NRS
38.219. Nevada's public policy strongly favors enforcing contractual provisions for
arbitration. Phillips v. Parker, 106 Nev. 415, 794 P.2d 716 (1990). Consequently, when there is
an agreement to arbitrate there is a “presumption of arbitrability.” Id. All doubts concerning the

arbitrability of the subject matter should be resolved in favor of arbitration. /d. citing Exber, Inc.
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v. Sletten Constr. Co., 92 Nev. 721, 729, 558 P.2d 517, 522 (1976). Courts are not to deprive the
parties of the benefits of arbitration they have bargained for, and arbitration clauses are to be
construed liberally in favor of arbitration. /d.

Nevada favors arbitration because it gencrally avoids the higher costs and longer time
periods associated with traditional litigation. Burch v. Second Judicial Dist. Ct., 118 Nev. 438,
442; 49 P.3d 647, 650 (2002). Indced, Nevada law expressly provides for Courts to order

arbitration under the terms of an applicable agreement whenever possible:

1. On motion of a person showing an agreement to arbitrate and alleging another
person's refusal to arbitrate pursuant to the agreement:

(a) If the refusing party does not appear or docs not opposc the motion, the
court shall order the parties to arbitrate; and

(b) If the refusing party opposes the motion, the court shall proceed summarily
to decide the 1ssuc and order the partics to arbitrate unless it finds that there
is no enforceable agreement to arbitrate.

NRS 38.221. Once the Court determines that arbitration 1s appropriate, the district court,
upon compelling arbitration, is required to “stay any judicial proceeding that involves a
claim subject to the arbitration.” NRS 38.221(6).

California, too, holds “a strong public policy in favor of arbitration as a speedy and
relatively inexpensive means of dispute resolution.” Lewis v. Fletcher Jones Motor Cars, Inc.,
205 Cal. App. 4th 436, 452 (2012), as modified (Apr. 25, 2012). “A trial court is required to
order a dispute to arbitration when the party secking to compel arbitration proves the existence of
a valid arbitration agreement covering the dispute.” Laswell v. AG Seal Beach, LLC, 189 Cal.
App. 4th 1399, 1404-05 (2010)(Emphasis added).

Therefore, regardless of which state’s law 1s applied, arbitration is the favored avenue for
adjudication. Mr. Cotter has no basis to dispute the existence of or his assent to the Employment
Agreement. Therefore, this Court should order Mr. Cotter to proceed with Arbitration.

B. The Arbitration Provision Applies to All Claims at Issue.
Page 6 of 10
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The plain language of the Employment Agreement confirms Mr. Cotter agreed to
arbitrate the issucs at bar. The arbitration provision in Mr. Cotter’s Employment Agreement is
broad and encompasses “any dispute or controversy arising under this Agreement or relating to
its interpretation or the breach thercof.” Exhibit 1, 13. The Employment Agreement defines Mr.
Cotter’s terms of employment, duties, compensation, expenses and benefits, among other rights
and obligations. [Id, gencrally. The Employment Agreement specifically provides Mr. Cotter
may be terminated by the Board of Directors, and it defines the Parties’ obligations to cach other
once that termination occurs. Exhibit 1, 910. Mr. Cotter hopes that by alleging the Reading
Directors breached their fiduciary duty, he can obtain the relief he secks (reinstatement of his
employment) without mentioning his Employment Agreement. This strategy should fail.

Nevada Courts have ruled that creative pleading i1s not sufficient to avoid a prior
agreement to arbitrate. In Phillips v. Parker, the Plaintiff attempted to use a strategy very similar
to James Cotter Jr.’s strategy here. To avoid arbitration, the Parker Plaintiff amended his
complaint to avoid any mention of a breach of contract, and instcad alleged claims of RICO,
wrongful removal of a director, breach of fiduciary duty, fraud and conversion. Phillips v.
Parker, 106 Nev. 418. The Parker Court was unpersuaded, ruling that the Plamntiff cannot usc
the agreement with the arbitration provision to demonstrate his ownership of stock in a
corporation, without placing himself squarely within the ambit of the arbitration provisions
covering controversics or claims arising out of or relating to the agreement. /d. “Despite carcful
pleading, the amended complaint relates to the agreement and hence is subject to arbitration.”
1d.

Once you peel away the hyperbole in the complaint you find that Mr. Cotter believes he
was 1mproperly discharged. Because his right of employment arises from the Employment
Agrecement, any allegations of improper discharge would fall within its terms. Mr. Cotter cannot
argue he is entitled to retain his position with Reading, without referencing his rights under the

Employment Agreement. He has no other basis to be employed. To give Mr. Cotter the relief he
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1 || secks, the Court must analyze whether the Reading Board’s actions breached Mr. Cotter’s rights
2 || under the Employment Agreement. Mr. Cotter cannot avoid his agreement by simply ignoring it
3 || or with creative pleading.

4 || TV.CONCLUSION

5 Because Mr. Cotter’s claims arise out of and relate to his Employment Agreement, such
6 || claims must be arbitrated. This matter should be stayed and the Court should compel Mr. Cotter
7 || to submit his claims to arbitration pursuant to the terms set forth in the Employment Agreement.
8 DATED this 31* day of August, 2015.
9 GREENBERG TRAURIG, LLP
10 /s/ Mark E. Ferrario
1 MARK E. FERRARIO, ESQ. (NV Bar No. 1625)
Leslic S. Godfrey, Esq. (NV Bar No. 10229)
12 3773 Howard Hughes Parkway
Suite 400 North
£ 13 Las Vegas, Nevada 89169
B Z
gy 2E8 14 Counsel for Reading International, Inc.
22357 16
S 17
18
19
20
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GREENBERG TRAURIG, LLP
3773 Howard Hughes Parkway, Suite 400 North

Las Vegas, Nevada 89169
Telephone: (702) 792-3773

Facsimile: (702) 792-9002

CERTIFICATE OF SERVICE

Pursuant to Nev. R. Civ. P. 5(b)(2)(D) and E.D.C.R. 8.05, I certify that on this day, I
caused a truc and correct copy of the forgoing [Courtesy Filing of] Motion to Compel
Arbitration to be filed and served via the Court’s Wiznet E-Filing system. The date and time of

the clectronic proof of service is 1n place of the date and place of deposit in the mail.

A-15-719860-B - James Colter, Jr., Plaintiff(s} vs. Margaret Cotter Defendant(s)
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GREENBERG TRAURIG, LLP
3773 Howard Hughes Parkway, Suite 400 North

Las Vegas, Nevada 89169

Telephone: (702) 792-3773

Facsimile: (702) 792-9002

craig tompkins@readingrdi.com

DATED this 31* day of August, 2015.

/s/ Andrea Lee Rosehill

AN EMPLOYEE OF GREENBERG TRAURIG, LLP

Page 10 of 10

LV 420521855v1

RA71




EXHIBIT 1

LV 419863888v1



-----------

EMPLOYMENT AGREEMENT, dated as of June 3, 2013 by and between
Reading international, Inc., a Nevada cormporation, (the "Company”), and James J.
Coiter, Jr. {the “bxecutive™),

1. Termn of Employment

Subject to the provisions of dection 10 below, the Company shall employ the
Lxecutive, and the Execulive shall serve the Company in the capacity of President for a
ferm commencing as of June 3, 2013 and ending that aate which is twelve (12} months
after etther parly provides the other party with written notice of termination {the "Term of
Employment’).

2 Luties

During the Term of mmpioyment, the kxecutive will serve as the Company's
Fresident and will report directly to the Chiet Executive Officer.  The Executive shall
davote substantially all of his business time o the Company and shali perform such
duties, consistent with his status as President of the Company, as he may be assigned
from time {0 ime by the Chigf Executive Officer,

3 Compensation

PQuring the Term of omployment, the Company shall pay to the bxecutive as
compensation for the performance of his duties and obligations hereunder a salary at
the rate of $335,000 per annum during each year of the ferm of this Agreement. Such
salary shall be paid in accordance with the Company’s standard payment practices.

4. Expenses and Other Benefis

All travel, entertainment and other reasonable business expenses incident to the
rendering of services by the kbxecutive hereunder will be promptly paid or reimbursed by
the Company subject {o submission by the Execulive in accordance with the Company’s
policies in effect from time 1o time.  The Executive shall be entitled to a vehicle
allowance of $15,000, per annum.

The Executive shall be entitled during the Term of Employment {o participate in
employee benefit and welfare plans and programs of the Company including, without
any limitation, any key man or executive long term disability insurance and employee
stock option plans to the extent that any other senior executives or officers of the
Company or its subsidiaries are ehgible to participate and subject {0 the provisions,
riles, requlations, and laws applicable therelo. The bxsculive shall immediately be
granted 100,000 employee stock options, which options shall vest annually over a five
(5) year period.

(17780001 2489034
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5§  Deathor Disability

This Agreement shall be terminated by the death of the Executive and also may
be terminated by the Board of Directors of the Company if the Executive shall be
renderad incapable by diness or any physical or mental disability {(individually, a
“disability”) from substantially complying with the terms, conditions and provisions {o be
observed and petformed on his part for & continuous perod in excess of three (3)
months or ninety (80} days in the aggregate during any twelve {12) months during the
Term of Employment.

3. Lisclosure of information: Inventions and Discoveries

The bxeculive shall promptly disclose {o the Company all processes, trademarks,
inventions,  improvements, discoveries  and  other information  {collectively,
“developmenis”) directly related to the business of the Company conceived, developed
or acquired by him alone or with others during the Term of Employment by the
Company, whether or not duning regular working hours or through the use of material or
facilities of the Company. All such developments shall be the sole and exclusive
property of the Company, and upon reguest the Executive shail detiver to the Company
all drawings, skelches, models and other data and records relaling fo such
development. in the event any such development shall be deemed by the Company to
be patentabie, the Executive shall, at the expense of the Company, assist the Company
in obtaining a patent or patents thereon and execule all documents and do all other
things necessary ar proper to oblain letlers patent and invest the Company with full title
thereto,

7. Non-Dompetition

The Company and the Executive agree that the services rendered by the
Executive hereunder are unigue and irrepiaceable.  During his employment by the
Company, the Execulive shall not provide any type of services to any business that in
the reasonable judgment of the Company is, or as a resulf of the Executive’s
engagement or participation would become, directly competitive with any aspect of the
business of the Company.

8. Non-Disciosure

.

The Executive will not at any time after the date of this Employment Agreement
divuige, furnish or make accessibie to anyone (otherwise than in the regular course of
business of the Company) any knowledge or information with respect to confidential
matters of the Company, except to the extent such disclosure is (a) in the performance
of his dulies under this Agreement, (b) required by applicable law, (¢} authorized in
writing by the Company, or (d) when required to do so by legal process, that requires
him to divulge, disclose or make accessible such information.

(E778-0001 24899331
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g, Remedios

o o T T T L W W W W . o, T

The Company may pursue any appropriate legal, equitable or other remedy,

including injunctive relief, in respect of any failure by the Executive to comply with the

provisions of Sections 6, 7 or 8 hereof, i being acknowladged by the Executive that the
remedy at law for any such failure would be inadequate.

14, Termination

This Agreament and the Executive’s employment with the Company may be
termmated by the Board of Birectors of the Company (i) in the event of the Executive's
fraud, embezziement or any other iliegal act comgmitied intentionally by bExecutive in
connaction with Executive's duties as an executive of the Company which causes or
may reasonably be expected o cause substantial economic injury to the Company or
(it} upon thirty (30} days notice {o the bxecutive if the kExecutive shall be in material
preach of any matenal provision of this bmployment Agreement other than as provided
in clause () above and shall have failed o cure such breach during such thirty (30) day
pariod (the events in () and (i) shall constitute "Cause”™). Any such notice to the
Executive shall specity with particularity the reason for termination or proposed
termination. In the avent of tsrmination under this Section 10 or under Seclion 5
{except as provided therein), the Company's unacerued obligations under this
Agresment shall cease and the Executive shall forfeif all right to receive any unaccrued
compensation or beaefits hereunder but shall have the right to reimbursement of
gxpenseas already mncurred. i the Company lerminates Executive without Cause, the
Executive shall be entified to compensation and benefits which he was receiving for a
period of twelve manths from such notice of termination. Notwithstanding any
termination of the Agreement pursuant to this Section 10 or by reason of disability under
saction §, the Executive, in consideration of his employment hereundsr to the date of
such termination, shall remain bound by the provisions of Sections 6, 7 and 8 (unless
this Agreement is terminated on account of the breach hereof by the Company) of this
Agreement,

in the event of any termination, the Executive shall not be reguired 1o seek
ather employment 1o mitigate damages, and any income earned by the
Executive from other empioyment or self-employment shall not be offset against any
obiigations of the Company to the bxeculive undaer this Agreement. The Company's
obligations hereunder and the Executive's rights {o payment shail not be subject to any
right of set-off, counterclaim or other deduction by the Company not in the nature of
customary withholding, other than in any judicial proceeding or arbitration.

11. RHesignation

in the event that the bkxeculive's services hereunder are terminated under
Section 3§ or 10 of this Agreement {except by death), the Executive agrees that he will
deliver his written resignation o the Board of Directors, such resignation to become
effective immediately.
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Upon expiration of the Term of Emplovment or fermination pursuant {o Section 5
or 10 hereof, the Executive or his personal representative shall promptly deliver to the
Company all books, memoranda, plans, records and writlen data of every kind relating
to the business and affairs of the Company which are then in his possassion on account
of his employment hereunder, but excluding all such materials in the Executive's
possassion which are personal and not property of the Company or which he holds on
account of his past or current status as a direcior or shareholder of the Company.

13. Arbitration

Any dispule or controversy arising under this Agreement or relating to its
interpretation or the breach hereof, including the arbitrability of any such dispute or
controversy, shall be delermined and settied by arbitration in Los Angeles, California
pursuant {o the Rules then oblaining of the Amernican Arbitration Association.  Any
award rendered herein shall be final and binding on each and all of the parties, and

judgment may be entered thereon in any court of competent junsdiction.

4. Waiver of Breach

Any waiver of any breach of this Employment Agreement shall not be construed
to be a continuing waiver or consent {0 any subseguent breach on the part either of the
Exacutive or of the Company.

15, Assigoment

Neither party hereto may assign his or its rights or delegate his or s duties under
this Employment Agreement withoul the prior wrilten consent of the other party;
provided, however, that this Agreement shall inure to the benefit of and be binding upon
the successors and assignees of the Company, upon (a) a sale of all or substantially all
of the Company's assets, or upon merger or consolidation of the Company with or into
any other corporation, and (b) upon delivery on the effective day of such sale, merger or
consolidation to the bkxecutive of a binding instrument of assumption by such
successors and assigns of the nghis and liabililes of the Company under this
Agreement, provided, however, that no such assignment or transfer will relieve the
Company from s payment obligations hereunder in the event the fransferee or
assignee fails to timely discharge them. No rights or obligations of the Exeoutive under
this Agreement may be assigned or transferred other than his rights to compensation
and benefits, which may be transferred by will or operation of law or as otherwise
specifically provided or permitted hereunder or under the ferms of any applicable
amployee benefit plan.

16.  Notices

Any notice required or desired o be given hereunder shall be in writing and shall
be deemed sufficiently given when delivered or 3 days after mailing in United States

4
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certified or registered mail, postage prepaid, fo the party for whormn intended at the
folliowing address:

the Company.
Reading international, inc.
8100 Center Drive, Suite 800
Los Angeles, CA 80045

The Execulive;
James J. Cotter, Jr.
Reading International, Inc,

8100 Center Drive, Suite 900
Los Angeles, CA 80045

or 1o such other address as either party may from time 1o time designate by like notice
to the other.

17. General

The terms and provisions of this Agreement shall constitute the entire agreament
by the Company and the bExecutive with respect o the subject matter hereof, and shall
supersede any and all prior agreements or understandings between the Executive and
the Company, wheather written or oral.  This Agreement may be amended or modified
only by a written instrument executed by the Executive and the Company, and any such
ameandment or modification or any termination of this Agresment shall become effective
only affer written approval thereof has been received by the Executive. This Agreement
shall be governed by and construed in accordance with California law. In the event that
any terms or provisions of this Agreemaent shail be held to be invalid or unenforceable,
such invalidity or unenforceability shall not affect the validity or enforceability of the
remaining terms and provisions hereof.  in the event of any judicial, arbitral or other
proceading between the parties hereto with respect to the subject matter hereof, the
prevailing party shall be entitled, in addilion to all other relief, to reasonable attorneys’
fess and expensas and cowt costs.

18. Iindemnification

Tha Company shall indemnity the kxecutive 1o the fullest extent permitied by law
i effect as of the dale hereot, or as hereafter amended, against all costs, expensas,
abilities and losses (including, without imiation, aftormeys' fees, judgments, fines,
penallies, and amounts paid in setllement) reasonably incurred by the Executive in
connection with a FProceeding. For the purposes of this seclion, a "Proceeding” shall
mean any action, suit or proceeding, whether civil, criminal, administrative or
investigative, in which the kxecutive is made, or is threatened to be made, a party fo, or
a witness in, such action, suit or proceeding by reason of the fact that he is or was an

S5
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officer, director or empioves of the Company or is or was serving as an officer, director,
member, employee, trustee or agent of any other entily at the request of the Company,
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iIN WITNESS WHEREQGE, the parties have execuled this Agreement as of the
day and year first above written.

AGREED TO AND ACCEPTED:

b
"\.‘J\-‘-_ P L R TEES - .
N 4 S -
ot 'ﬁ:‘“‘? R ....." \)&
1" T,
By: v bl O
SO W M
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EMPLOYMENT ARBITRATION RULES
DEMAND FOR ARBITRATION

o bt o e R e T A S i o L M R M k. . . . S —————— S e e e S e B e et B e e e e e e e e e e et e e et e A AR = pnw=
—

Mediation: if you wouid like the AAA to contact the other parties and atternpt to arrange mediation, please check this box [
here is no add:tlc}ﬁar administrative fee for this service.

B o o  ——————

Mame of Claimant: Readmg Intemational, Inc. Reprasentative's Narme {if known}: Gﬁ“y M. Mchubhlm

Address: Firm {il applicable): Akin Gumyp Strauss Hauer & Feld LLP

6100 Center Drive, Suite 900 -

Representative’s Address: 2029 Cﬂmuw Park East, Suite 24060

i Ciy: —1:05 ﬁe[eg State: CA Zip Code: snas | City' Los Angeles Stater CA Zip Code: 20067
' Phone No.: Fax Na. | Phone No.: (310} 728-3358 | -Fa;.: Mo.: rgw) 229-1001
‘ Email Address: Emau‘.&ddress gmelavghlin@akingump.com
 Partios (Respondent) N— w
Mame of Respondent: fames I, Cotier, Jt. Representative’s Name {if known} g ate Visosky
;‘—x-c;idrcssn“t _ Firm (if applicable): Sheppard Mullin Richter & Hampton LLP

311 Homewood Road —+

Representative’s Address: {901 Avenue of the Stars, Suite 1660

City: Los Angeles State: A Zip Code: 9gom City: Los Anpeles State: (A Zin Code: w0057
Phone No.: {646) 331-2630 Fax No.: Phone No.: (310) 228-3700 Fax No.: ¢310) 228-3701
Ernzil Address: jeotterprivatai@gmail.com Email Address: lﬂ'isosky@sheppardnmliin.cmn

— B e e et e o oy

Claim: What was/ic *P‘e emplavees annual wage range? ] Less than $100,000 [ $100.000- "92‘*0 000 W Over $250, GGO
Nota: This question is required by California law,

_— —— e —— d T Tl i —

Claim involves: 1| Statutorily P:Dtemed thnts ré Non-‘:tatu@rdy
Protected Rights

ln detail miease describe the nature rfeach clairm, ‘r’ou rr'a}r attach additianal pages if necessary:

See attached.

+ of Ty , .
Amount ot Claim: Non-monetary claims; monetary claims TBD - sce attached.

[— S S S S S P P S S S, -

Other Relietf Sought: ¥] Attorneys Fees L interest 0 Arbitration Costs [ Punitive/ xemplary f_‘ Other See attached.

B kL ol Tk STt Y S e EE R s . o e A R R e AR R R TR ek o e e o e e T T e -

Neutral: Please describe the qualifications for arbitrator(s) to hear this dispute:

Experience with employment, executive agreements, and corporate governance matters.

Hearing: Estimated time needed for hzarings overall: hours or 2-3 days
Hearing Lacale: T.os Angeles L] Requested by Claimant ¥l Locale provision included in the cantract

g g g gy

Filing Fee: ] Employer-Promulgated Flan fee requirement or $200 (max amount per AAA rules )
I/l Standard Fee Schedule for Individually-Negotated Contracts [ Flexikla Fee Scheduls for Individually-Negeotiated Contracts

Amount Tendered: g3 250 (non- monetary claims; current monetary claims less than $150,000)

e ———— e . ————— - A A AN E T T = A

Notice: To begin proceedings, please send a capy of this Demand and the f\rbt*fa ion Agreernent, afurg with fhe fiting fee as pmmded fDr in the Rules, to:
American Arbitration Asscdiation, Case Filing Services, 1101 Laurel Gak Road, Suite 10C, Voorkees, M. 08043. Send the criginal Demand to the Respendant.

aturs {may be-signed by 3 represe P e T
Signature fmay bg-signed by 3 representativel: : Date: Julv 14. 2015
T RN P TR July 14, 2(
n : RN F PP £ 5o v - g
c.:\x \\ -:1':‘ LI .it.x- L I:..'t.\ .a.-\-th - hxxx-.xl:..* - e g . ‘_‘\.: tr .
¥ T L . : - =) e T A ¥ a
-‘-\\--—“_:\\‘}" \\ e S i RS "Ll.*:-‘::“f:\-:ﬂ'::‘.‘.x-' e S,
._-_-_-_1-!-_-_-_&:-_-_-_-_-_-___-_-_ LLLLLLLLLLL -_-_-_-_-_-_‘ . - I

f ur’*uantto a-m,tipn 1284.3 of the Lanforma Code of T ﬁi Procedure, conswmars with a gross monthly income of {ess than 300% of the federal povarty guidelines are
entitled to a waiver of arbitration fees and costs, exclusive of arkbitrator fees. This law apoiies to all cansumer agreements subject to the California Asbitration Act, and to
all consumer arGitrations conducted in California. Guly those disputes arising out of employer promulgated plans ate included in the consumer definition. If you believe |
that you meet these reguirements, you must submit ta the AAA a declaration under oatiregseding your rmonthly incotme and the number ot persons in your household.
Please contact the AAAS Western Case Management Center at 1-877-528-0879. if you have any guestions regarding the waiver of administrative fees, AAA Case Filing

Services can be reached at 877-475-4185.

e m e —————————
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Attachment to Arbitration Demand

James J. Cotter, Ir. is the former CEQO and President of Reading International, Inc. (“Reading” or
the “Company”). His employment and employment agreement with the Company were propetly
terminated by the Board of Directors of the Company on June 12, 2015, at which time he was
removed as an officer of the Company and each of its subsidiaries and as a manager and/or
director of each subsidiary. His employment agreement required him to submit his resignation
from all capacities with the Company in the event his employment is terminated, and Reading
contends that this includes requiring him to resign his position as Chief Executive Officer and
President of the Company, any position for any affiliate or subsidiary of the Company, and his
position on the Company’s Board of Directors. Reading also contends that it 1s not required to
pay any continuing compensation or benefits under his employment agreement due to Mr.
Cotter’s material breach by refusing to resign. Mr, Cotter is challenging the validity of his
termination of employment and his removal as Chief Executive Officer and President of the
Company, and has refused to resign from any position. Mr. Cotter has also sued the individual
members of the Board of Directors, and the Company as a nominal defendant, in Nevada
alleging breach of fiduciary duty as a result of his termination.

Reading seeks declaratory relief determining that Mr, Cotter’s employment and employment
agreement with the Company have been validly terminated, that the Board validly removed him
from his positions as Chief Executive Officer and President of the Company and positions with
the Company’s subsidiaries and that Mr. Cotter is required to submit his resignation from all
positions with the Company and its affiliates and subsidiaries, including as a member of the
Board of Directors, and that Mr. Cotter is not owed any further compensation or benefits under
the employment agreement due to such breach. Reading will also seek an order requiring Mr.

Cotter to resign, and/or any damages resulting from his failure to resign, as well as its costs and
fees. |
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BExhibit 10.2

In the event of any termination, the Executive shall not be required to
seck other employment to mitigate damages, and any income earned by the

Executive from other employment or self-employment shall not be offset
a%ainst any obligations of the Company to the Executive under this Apreemont.
The Company's obligations hereunder and the Executive's rights to paymeut shall
not be subject to any right of set-off, counterclaim or other deduction by the
Company not in the nature of customary withholding, other than in any judicial
proceeding or arbitration.

11. Resignation

In the event that the Executive’s services hereunder are terminated under
Section 5 or 10 of this Agreement (except by death), the Exeoutive agrees that he
will deliver his written resisnation to the Board of Directots, such resignation to
become effective immediately,

12, Data

Upon expiration of the Term of Employment or termination pursuant to
Section 5 or 10 hereof, the Executive or his personal representative shall
promptly deliver to the Company all books, memoranda, plans, records and
written data of every kind relating to the business and affairs of the Corpany
which are then in his possession on account of his employment hereunder, but
excluding all such materials in the Executive’s possession which are personal and
not property of the Company or which he holds on account of his past or current
status as a director or shareholder of the Compatyy.

. 13.  Arbitration

.. Any dispite or controversy arising under this Agreement or relating to its
interpretation or the breach hereof, including the arbitrability of any such dispute

or controversy, shall be determined and settled by arbitration in Los Angeles,
California pursuant to the Rules then obtaining of the American Arbitration
Association. Any award rendered herein shall be final and binding on each and
all of the partties, and judgment may be entered thereon in any court of competent
jurisdiction.

14,  Waiver of Breach

. Any waiver of any breach of this Employment Agreement shall not be
construed to be a continning waiver ot consent to any subsequent breach on the
part either of the Executive or of the Company,

15, Assignment

Neither party hereto may assign his or its rights or delegate his or its
duties under this Employment Agreement without the prior written consent of the
other party; prc}videci however, that this Agreement shall inure to the benefit of
and be binding upon the successors and assignees of the Company, upon (a) a
sale of all or substaunfially all of fhe Company’s assets, or upon merger or
consolidation of the Company with or into any other corporation, and (b) upon
delivery on the effective day of suoh sale, merger or consolidation to the
Executive of a binding instrumient of assumption by such successors and assigns
of the rights and liabilities of the Cotnpany under this Agreement, provided,
howevet, that no such assignment or transfer will relieve the Company from its
payment obligations hereunder in the event the tfransferee or assignee fails to

timely discharge them. No rights or obligations of the BExecutive under this

Agreement may be assigned or transferred other than his rights to compensation
and benefits, which may be transferred bf/ will or operation of law or as
otherwise specifically provided or permitted hereunder or under the tetms of any

»
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MDSM ‘
COHEN-JOHNSON, LLC % i‘fée“”“*'

H. STAN JOHNSON, ESQ. CLERK OF THE COURT
Nevada Bar No. 00265

sjohnson@cohenjohnson.com

255 E. Warm Springs Road, Suite 100

Las Vegas, Nevada 89119

Telephone: (702) §23-3500

Facsimile: (702) 823-3400

QUINN EMANUEL URQUHART & SULLIVAN, LLP
CHRISTOPHER TAYBACK, ESQ.
California Bar No. 145532

pro hac vice pending

christayback @quinnemanuel.com
MARSHALL M. SEARCY, ESQ.
California Bar No. 169269

pro hac vice pending
marshallsearcy @quinnemanuel.com
865 S. Figueroa St., 10" Floor

Los Angeles, CA 90017

Telephone: (213) 443-3000

Attorneys for Defendants Margaret Cotter,
Ellen Cotter, Douglas McEachern, Guy
Adams, and Edward Kane

DISTRICT COURT

CLARK COUNTY, NEVADA
T2 PARTNERS MANAGEMENT, LP, a Case No.: A-15-719860-B
Delaware limited partnership, doing Dept. No.: XXVII
business as KASE CAPITAL BUSINESS COURT

MANAGEMENT, et al.,

MOTION TO DISMISS COMPLAINT
Plaintiffs,

V.

MARGARET COTTER, ELLEN COTTER, Hearing Date:
GUY ADAMS, EDWARD KANE, DOUGLAS | Hearing Time:
McEACHERN, TIMOTHY STOREY,
WILLIAM GOULD, and DOES 1 through 100,
inclusive;

Defendants.
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MOTION TO DISMISS COMPLAINT
COMES NOW, Defendants Margaret Cotter, Ellen Cotter, Guy Adams, Edward Kane, and
Douglas McEachem, by and through their counsel of record, Cohen-Johnson, LILC and Quinn Emanuel
Urquhart & Sullivan, LLP, and hereby submit this Motion to Dismiss the Complaint.
This Motion is based upon the following Memorandum of Points and Authorities, the pleadings and
papers on file, and any oral argument at the time of a hearing on this motion.

DATED this 3" day of September, 2015.
COHEN-JOHNSON, LLC

By: /s/H. Stan Johnson
H. Stan Johnson, Esq.

Christopher Tayback
Marshall M. Searcy

QUINN EMANUEL
URQUHART & SULLIV AN,
LLP

Attorneys for Defendants
Margaret Cotter, Ellen Cotter,

Douglas McEachern, Guy Adams,
and Edward Kane
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NOTICE OF MOTION

TO: ALEXANDER ROBERTSON IV, ROBERTSON & ASSOCIATES, LLP , and ADAM C.

ANDERSON, PATTI, SGRO, LEWIS & ROGER , Attorneys for Plaintiffs.
PLEASE TAKE NOTICE that the above Motion will be heard the

13

day of

Oct , 2015 at 9:00am in Department XXVII of the above

designated Court or as soon thereafter as counsel can be heard.
Dated this 3" day of September, 2015.
Respectfully Submitted,
COHEN-JOHNSON, LLC

By: /s/H. Stan Johnson

H. Stan Johnson, Esq.

Christopher Tayback
Marshall M. Searcy

QUINN EMANUEL
URQUHART & SULLIV AN,
LLP

Attorneys for Defendants
Margaret Cotter, Ellen Cotter,

Douglas McEachern, Guy Adams,
and Edward Kane
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MEMORANDUM OF POINTS AND AUTHORITIES

I. INTRODUCTION

Plaintiffs are a small group of professional investors with unclear and questionable
motives looking to exploit a dispute between siblings in the wake of their father’s death.! In a
complaint that often repeats verbatim the allegations of the former CEO’s grievance over his
termination by Reading International, Inc. (“Reading”), Plaintiffs allege that Reading’s Board of
Directors somehow breached its duties to the company by deciding—after a series of meetings—
to fire the CEQO. Nonetheless, Plaintiffs do not describe a single task or project that the former
CEO ever accomplished. They fail to identify any special skills or abilities of the former CEO.
In fact, Plaintiffs do not identify any injury that they suffered from the CEQO’s termination—not
surprising, considering that Reading’s stock price was higher a month after the CEO’s
termination than on the day he was fired.

In addition to parroting the employment claims of Reading’s former CEQ, Plaintiffs also
allege that four directors have formed an executive committee that has “frozen out” other
members of the board. But closer examination reveals that this claim is little more than window
dressing. Executive committees are permitted by both Reading’s by-laws and Nevada law.
Further, Plaintiffs do not identify a single action taken by the committee that has been opposed
by any other board member. Plaintiffs certainly do not identify any action taken by the
committee that has breached any duty to shareholders or caused any injury to them.

Plaintiffs’ complaint criticizes expenditures approved by the Board: they allege that,
going as far back as 2007, the Board approved payments made on behalf of the founder of the
company (who died last year). They allege that the Board increased director compensation from
$35,000/year to $50,000/year. But, to the extent their claims aren’t already barred by the statute
of limitations, Plaintiffs fail to allege that they were shareholders during the time these

expenditures were made. This failure is fatal to Plaintiffs’ claims. In any event, Plaintiffs fail to

' In fact, this action has been coordinated with the Nevada probate action (Case No. P-14-

082942-E) relating to James Cotter, Sr.’s cstate.
1
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show how these expenditures were made as a function of anything other than ordinary business
judgment.

Moreover, for all of the above claims, Plaintiffs failed to make any demand on Reading’s
Board of Directors and fail to allege why a demand (if they could articulate one) would have
been futile. For their claims about the termination of Reading’s CEQ, Plaintiffs allege a “quasi-
familial™ relationship between certain of the directors, including the former CEO. But there is
nothing sinister about close friendships between directors, and cases hold that such friendships
are not an impediment to the exercise of proper business judgment. In any event, none of
Plaintiffs’ allegations provide any reason to believe that a demand on the Board concerning
Plaintiffs’ other claims would have been futile.

Based on these numerous fatal flaws in the Complaint, defendants Margaret Cotter, Ellen
Cotter, Guy Adams, Edward Kane, and Douglas McEachern (the “Moving Defendants”)
respectfully request that Plaintiffs’ Complaint be dismissed in its entirety. Plaintiffs have failed

to state a claim as to each of the five purported causes of action.

IL ALLEGATIONS IN PLAINTIFFS’ COMPLAINT?

Plaintiffs allege they are current holders of non-voting shares of Reading International, a
corporation principally engaged in the development, ownership, and operation of entertainment
and real estate assets in the United States, Australia, and New Zealand. Compl., {{ 2-10.
Plaintiffs allege that Reading has two classes of stock: Class A non-voting stock and Class B
voting stock. Id., { 11. Plaintiffs are a group of professional investors motivated by short-term
profit seeking to capitalize on the dispute between James Cotter, Jr. and Reading in order to
increase the value of their non-voting stock at the expense of the voting stock, including by
collapsing the Class A and Class B shares into one class. Id. at 16. Plaintiffs allege that

approximately 70% of the Class B voting stock is the subject of a trust and estate dispute

> Nearly all of the allegations and insinuations in the Complaint are false. However, solely

for the purpose of this Motion and as required by Nevada law, Plaintiffs’ baseless allegations are
accepted as pleaded and summarized herein. See Pemberton v. Farmers Ins. Exch., 858 P.2d 380,

381 (Nev. 1993).
2
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between James, Ellen, and Margaret Cotter relating to their late father’s estate. Id. {11, 13, 16.
Their father, James J. Cotter, Sr., controlled approximately 70% of Reading’s Class B stock until
his death in 2014. Id., ] 13, 15-16. Plaintiffs allege that James J. Cotter, Jr. was made President
of Reading in June 2013, id. § 14, and made CEO of Reading in August 2014. See id., { 13.

Plaintiffs also make the following allegations in support of their causes of action against
Reading and its directors (except for James Cotter, Jr.):

Termination of James Cotter, Jr. As President and CEQO

According to Plaintiffs’ Complaint, James Cotter, Jr. alleges in his own complaint
(referred to herein as the “JJC Complaint”) that he was terminated by a vote of Reading’s Board
of Directors on June 12, 2015, because he refused to settle his litigation with Margaret and Ellen
Cotter regarding their father’s estate. Id., 4 16-17. Plaintiffs also allege that James Cotter, Jr.
believes his termination constituted a breach of fiduciary duty by the five Reading directors who
voted in favor of termination: defendants Margaret Cotter, Ellen Cotter, Edward Kane, Douglas
McEachern, and Guy Adams (each of the Moving Defendants). Id., q 17-18.

Formation of an Executive Committee

Plaintiffs allege that in the litigation resulting from his termination, James Cotter, Jr. filed
a motion claiming that defendants Margaret Cotter, Ellen Cotter, Kane, and Adams have formed
an “Executive Committee” of Reading’s Board that has “frozen out” the remaining directors
from participating in Board decisions. Id., { 19. Both Reading’s bylaws and Nevada law
explicitly authorize the formation of board of directors committees to manage affairs of a
company. See Nev. Rev. Stat. § 78.125(1) (“[T]he board of directors may designate one or more
committees which, to the extent provided in the resolution or resolutions or in the bylaws of the
corporation, have and may exercise the powers of the board of directors in the management of
the business and affairs of the corporation.”); Ex. A attached hereto at p. 6 (Reading’s Amended
and Restated Bylaws). Plaintiffs do not identify any decisions made by the Executive

Committee that the full board did not participate in.
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Purported Delay of Annual Meeting of Reading 's Shareholders

Plaintiffs allege that an annual meeting of Reading shareholders would normally have
been held in or around May 2015. Compl., ] 20. Plaintiffs allege that due to either the Cotter
family trust and estate litigation or a decision by Reading leadership, Reading has not yet filed a
proxy statement with the SEC or held its annual meeting. Id. Nevada law provides certain
specific remedies for holders of voting shares of a company if an annual meeting to elect
directors is not held at least every 18 months. See Nev. Rev. Stat. § 78.345(1) (“If any
corporation fails to elect directors within 18 months after the last election of directors required
by NRS 78.330, the district court has jurisdiction in equity, upon application of any one or more
stockholders holding stock entitling them to exercise at least 15 percent of the voting power, to
order the election of directors in the manner required by NRS 78.330.”). Plaintiffs do not allege
they own any voting shares of Reading. Notably, Plaintiffs’ allegations about the supposed
shareholder meeting delay do not form the basis for any of the causes of action in the Complaint.
Instead, these allegations are apparently included primarily as the basis for Plaintiffs’ Motion for
a Preliminary Injunction.

Reading’s last annual shareholders meeting was held in May 2014, less than 18 months
ago. Compl. { 20. Reading has set its next annual meeting for November 10, 2015, less than 18
months from the last meeting. See Ex. B attached hereto (September 1, 2015, Reading Form 8-
K).” Neither Reading nor its Board even announced any intention to delay the company’s annual
meeting or allow more than 18 months to pass between meetings.

Alleged Corporate “Waste”

Plaintiffs allege that all of the director defendants (the Moving Defendants, Storey, and
Gould) wasted Reading corporate assets in a number of ways, including: (1) approving, in 2007,

a retirement plan for James J. Cotter, Sr.; (2) increasing director compensation after James J.

> On a motion to dismiss, the court may consider documents whose contents are referenced

in the complaint. See In re Silicon Graphics Inc. Sec. Litig., 183 F.3d 970, 986 (9th Cir. 1999),
superseded by statute on other grounds. Reading’s SEC filings are referenced by Plaintiffs
throughout their Complaint,

4
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Cotter, Sr.’s death; (3) approving the reimbursement of Ellen Cotter for taxes incurred in
connection with an exercise of Reading stock options; (4) approving payments in connection
with James J. Cotter, Sr.’s memorial; and (5) paying bonuses at various times to James J. Cotter,
Sr. Compl., ] 59-63.

III. LEGAL STANDARD

Nevada Rule of Civil Procedure 12(b)(5) provides for the dismissal of a claim when a
party has failed to state a claim upon which relief can be granted. On a motion to dismiss, the
trial court is to “determine whether or not the challenged pleading sets forth allegations sufficient
to make out the elements of a right to relief.” Pemberton v. Farmers Ins. Exch., 858 P.2d 380,
381 (citation omitted). A complaint should be dismissed if it appears beyond a doubt that a
plaintiff can prove no set of facts that would entitle a plaintiff to relief. See Buzz Stew, LLC, v.
City of N. Las Vegas, 181 P.3d 670, 672 (Nev. 2008).

To survive a motion to dismiss, a claim must be pleaded showing a party’s entitlement to
relief. This “requires more than labels and conclusions, and a formulaic recitation of the
elements of a cause of action will not do[.]” Bell Atl. Corp. v. Twombly, 550 U.S. 544, 555
(2007).* Bald contentions, unsupported characterizations, and legal conclusions are not well-
pleaded allegations, and will not suffice to defeat a motion to dismiss. See G.K. Las Vegas Ltd.
P ’ship v. Simon Prop. Grp., Inc., 460 F. Supp. 2d 1246, 1261 (D. Nev. 2006); see also Sprewell
v. Golden State Warriors, 266 F.3d 979, 988 (9th Cir. 2001) opinion amended on denial of reh’g,
275 F.3d 1187 (9th Cir. 2001).

*  Nevada courts often look to interpretations of analogous federal rules as persuasive

authority. Executive Mgmt., Ltd. v. Ticor Title Ins. Co., 38 P.3d 872, 876 (Nev. 2002) (“Federal
cases interpreting the Federal Rules of Civil Procedure are strong persuasive authority, because
the Nevada Rules of Civil Procedure are based in large part upon their federal counterparts.”)
(quotation marks and citation omitted).
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IV. ARGUMENT

A. Because Plaintiffs Have Failed to Allege Any Breach Of Fiduciary Duty, They
Have Failed To State Any Claim Upon Which Relief Can Be Granted

Each of Plaintiffs’ purported causes of action in the Complaint is based on an alleged

breach by certain of Reading’s directors of a fiduciary duty owed to the corporation. Plaintiffs
allege that this duty was breached by (1) terminating James Cotter, Jr. as Reading’s President
and CEQ; (2) forming an Executive Committee; (3) abusing control of Reading; (4)
mismanaging Reading; (5) and wasting corporate assets, including by approving a retirement
plan for James Cotter, Sr., approving bonuses to James Cotter, Sr., approving payments relating
to James Cotter, Sr.’s memorial, and increasing director compensation. A claim for breach of
fiduciary duty requires a plaintiff to demonstrate “the existence of a fiduciary duty, the breach of
that duty, and that the breach proximately caused the damages.” Brown v. Kinross Gold U.S.A,,
Inc., 531 F. Supp. 2d 1234, 1245 (D. Nev. 2008). Here, Plaintiffs have failed to allege how any
of the complained-of conduct constitutes a breach of any fiduciary duty or how they have been
damaged by any such breach, even if all Plaintiffs’ allegations are accepted as true.

1. Plaintiffs’ Claims For Anvything Other Than Breach Of Fiduciary Duty
Are Barred By Nevada Law

As a preliminary matter, Plaintiffs” purported “abuse of control” (Third Cause of Action),
“gross mismanagement” (Fourth Cause of Action), and “corporate waste” (Fifth Cause of
Action) claims are not separate and distinct from their claims for breach of fiduciary duty and
aiding and abetting breach of fiduciary duty. Because these claims are not separate causes of
action, and are instead simply reiterations of Plaintiffs’ claims for breach of fiduciary duty, the
Court should dismiss Plaintiffs’ Third, Fourth, and Fifth Causes of Action. See, e.g., Inte W.
World Funding, Inc., 52 B.R. 743, 766-67 (D. Nev. 1985) (corporate waste and gross
mismanagement are considered breaches of an officer’s fiduciary duty) aff'd in part, rev'd in part
sub nom. Buchanan v. Henderson, 131 B.R. 859 (D. Nev. 1990) rev'd, 985 F.2d 1021 (9th Cir.
1993); Rabkin v. Philip A. Hunt Chem. Corp., 547 A.2d 963, 969 (Del. Ch. 1986) (corporate
waste is an example of a breach of fiduciary duty). Nevada courts have never recognized claims

against corporate officers or directors for “abuse of control,” “gross mismanagement,” or

6
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“corporate waste” as being distinct from a claim of breach of fiduciary duty. Indeed, Nevada law
exonerates directors from liability to their corporation for any claim other than one for
intentional breach of fiduciary duty:

[A] director or officer is not individually liable to the corporation or its stockholders for

any damages as a result of any act or failure to act . . . unless it is proven that:

(a) The director’s or officer’s act or failure to act constituted a breach of his fiduciary
duties as a director or officer; and

(b) The breach of those duties involved intentional misconduct, fraud or a knowing

violation of law.
See Nev. Rev. Stat. § 78.138(7) (emphasis added). Thus, to the extent Plaintiffs claim that these
purported causes of action are for something other than breach of fiduciary duty, they should be
dismissed as prohibited by Nevada law; Plaintiffs have not alleged any facts that, even if true,

would demonstrate intentional misconduct by any director.

2. Plaintiffs’ Various Allegations Fail To Allege An Actual Breach Of A
Fiduciary Duty By Anvy Director of Reading Or Any Damages Resulting
From Such A Breach

In addition, despite their various allegations, Plaintiffs have failed to properly allege any
breach of fiduciary duty (First and Second Causes of Action). Plaintiffs may disagree with the
actions of the Reading’s Board, but they have not alleged that any of the complained-of conduct
constituted an act of intentional misconduct by any defendant. Directors of Nevada corporations
are entitled to a statutory presumption (i.e., the business judgment rule) that they “acted in good
faith, on an informed basis and with a view to the interests of the corporation.” Nev. Rev. Stat. §
78.138(3).

(a) The Termination of James Cotter, Jr. Did Not Constitute A Breach
Of Any Fiduciary Duty and Did Not Proximately Cause Any

Damages
Plaintiffs fail to identify how terminating a corporate officer is a breach of fiduciary duty

to Reading. At most, Plaintiffs allege that the Moving Defendants took into consideration the
ongoing animosity between the Cotters as one factor in deciding to vote in favor of James Cotter,

Jr.’s termination. The fact that a company’s CEO cannot work well with its directors is a valid

7
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basis for terminating the executive and is a decision protected by the business judgment rule.

See In re Walt Disney Co. Derivative Litig., 906 A.2d 27, 69-73 (Del. 2006) (holding termination
consistent with corporate governance documents not breach of fiduciary duty, and termination of
President because CEO could not “work well” with President was within the protection of the
business judgment rule). Nor do Plaintiffs dispute James Cotter, Jr.’s allegation, made in his
own complaint, that he was terminated by a majority of Reading’s independent directors in
accordance with the Board of Directors resolution specifically relating to the termination of a
member of the Cotter family. See JJC Compliant, §j 43, 105. Plaintiffs do not allege any
intentional misconduct by any director in connection with James Cotter, Jr.’s termination and
have therefore failed to sufficiently allege a breach of fiduciary duty in connection with that
Board decision. See Nev. Rev. Stat. § 78.138(7).

Nor do Plaintiffs describe how James Cotter, Jr.’s termination caused injury or damage to
Reading’s shareholders. To sustain their damage claims, Plaintiffs must plead facts, and not just
conclusions, from which a reasonable inference can be drawn that Moving Defendants caused
such damages by engaging in “intentional misconduct, fraud or a knowing violation of law.” See
Nev. Rev. Stat. § 78.138(7). They have not done so. Instead, Plaintiffs allege that Reading’s
share price has gone down since James Cotter, Jr.’s termination. See, e.g., Compl. { 39. It is not
reasonable to infer that the difference between Reading’s share price on June 12, 2015, and today
resulted from the CEQO’s termination. Stock prices fluctuate all the time, and any decrease in
price could be due to myriad factors, including notably James Cotter, Jr.’s lawsuit against
Reading (filed on the same day as his termination), the subsequent complaint filed by the
Plaintiffs, or wider economic circumstances such as the crash of the Chinese stock market, which
began on the same day as Plaintiff’s termination.” In reality, the performance of Reading shares

between June 12 and September 2, 2015, was better than the NASDAQ, Dow, or S&P 500

> See, e.g., Keith Bradsher & Chris Buckley, China’s Market Rout Is a Double Threat, New
York Times, July 5, 20135, retrieved from
http://www.nytimes.com/2015/07/06/business/international/chinas-market-rout-is-a-double-
threat.html?_r=0 (“About $2.7 trillion in value has evaporated since the Chinese stock market
peaked on June 12.”).
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indices. Since James Cotter, Jr.’s termination, Reading shares have at times traded at a higher
price than on the day he was terminated. There is no basis for Plaintiffs’ unsupported conclusion
that any decrease in Reading’s share price over the last two-and-a-half months was proximately
caused by the company’s termination of James Cotter, Jr.. See G.K. Las Vegas Ltd. P ‘ship v.
Simon Prop. Grp., Inc., 460 F. Supp. 2d 1246, 1261 (D. Nev. 2006) (bald contentions,
unsupported characterizations, and legal conclusions are not well-pleaded allegations, and will
not suffice to defeat a motion to dismiss).

In addition, Plaintiffs themselves allege that Reading’s share price increased during the
time James Cotter, Jr. was CEO. See Compl., { 22. That is the same time frame as some of the
purported corporate waste alleged by Plaintiffs. To the extent Plaintiffs wish to use share price
as a proxy for damage to shareholders, then by their own measure many of their claims would
lack foundation.

Plaintiffs recite, without factual support, that “[a]s a direct and proximate result” of
Moving Defendants’ conduct, some unspecified injury was suffered. Compl., ] 42, 48, 52, 36,
64. However, Plaintiffs fail to offer any allegations regarding the nature of the supposed injury
or damages therefrom and how or why they are related to James Cotter, Jr.’s termination. Mere
conclusory allegations with no factual support are insufficient; the Complaint should be
dismissed. See Twombly, 550 U.S. at 555. Because Plaintiffs have failed to adequately plead
proximate causation, dismissal is proper here. See Brown, 531 F. Supp. 2d at 1245; Bd. of
Managers of Foundry at Wash. Park Condo. v. Foundry Dev. Co., No. 4484/2010, 2013 WL
4615000, at *2-3 (N.Y. Sup. Ct. Aug. 23 2013) (granting motion to dismiss breach of fiduciary
duty claim where allegations failed to make a connection of harm to nominal defendant in
derivative action); Stafford v. Reiner, 804 N.Y.S.2d 114, 114-15 (N.Y. App. Div. 2005) (“[E]ven
accepting as true the facts alleged in the complaint and affording [plaintiff] the benefit of every
possible favorable inference, [plaintiff’s] claim that the defendants’ breach of fiduciary duty
and/or negligence was a proximate cause of the [alleged damages] remains entirely speculative

and finds no support in the record.”) (citations omitted).
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(b) The Existence Of An Executive Committee And The Alleged
Improper Expenditures Did Not Constitute A Breach Of Fiduciary
Duty Or Proximately Cause Any Damages

Plaintiffs’ allegations regarding the remaining purported breaches of fiduciary duty are
even less sufficient. Plaintiffs do not allege any facts to suggest that Reading’s Board engaged in
any intentional misconduct with respect to director compensation, the Executive Committee, or
the dispensation of corporate funds.

With respect to the Executive Committee, the Complaint does not allege even one action
taken by that committee, let alone one that damaged Reading’s shareholders or that was opposed
by other members of the Board of Directors. The Executive Committee of Reading’s Board was
established prior to James Cotter, Jr.’s termination and is explicitly authorized by Nevada law
and Reading’s Bylaws. See Nev. Rev. Stat. § 78.125(1); Ex. A attached hereto at p. 6 (Reading’s
Amended and Restated Bylaws). Indeed, Reading’s May 12, 2015 Form 10-K/A filing with the
SEC, which was signed by James Cotter, Jr. as CEQ, indicates that James Cotter, Jr. was the
chairman of the Executive Committee before his termination. See Ex. C attached hereto at p. 3.

In addition, Plaintiffs’ allegations regarding purported corporate waste fail to reach the
exceedingly high standard for claims based on such allegations, i.e., “an exchange that is so one
sided that no business person of ordinary, sound judgment could conclude that the corporation
has received adequate consideration.” Brehm v. Eisner, 746 A.2d 244, 263 (Del. 2000); see also
In re Disney, 906 A.2d at 74 (“A claim of waste will arise only in the rare, unconscionable case
where directors irrationally squander or give away corporate assets. This onerous standard for
waste is a corollary of the proposition that where business judgment presumptions are applicable,
the board’s decision will be upheld unless it cannot be attributed to any rational business
purpose.”) (internal citations and quotation marks omitted). There is no allegation here of
unconscionable conduct by any director. Plaintiffs simply allege that Reading’s directors
allocated funds in a manner that Plaintiffs do not like. Plaintiffs may genuinely believe that
Reading’s Board made flawed decisions regarding corporate funds, but that is not intentional

misconduct. See Shoen v. SAC Holding Corp., 137 P.3d 1171, 1181 (Nev. 2006) (“[E]ven a bad

10
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decision is generally protected by the business judgment rule’s presumption that the directors
acted in good faith, with knowledge of the pertinent information, and with an honest belief that
the action would serve the corporation’s interests.”); see also In re McKesson HBOC, Inc. Sec.
Litig., 126 F. Supp. 2d 1248, 1278 (N.D. Cal. 2000) (“[CJonclusory assertions that directors
breached their fiduciary duty of care are inadequate; rather, the complaint must contain well-
pleaded allegations to overcome the presumption that the directors’ decisions were informed and
reached in good faith.”),

In addition, any claim relating to James Cotter, Sr.’s retirement plan is barred by the
applicable statute of limitations. Claims for breach of fiduciary duty are governed by a three-
year statute of limitations. See Golden Nugget, Inc. v. AW. Ham, Jr., 646 P.2d 1211, 1223 (Nev.
1982). Plaintiffs’ claims in this action are based, at least in part, on a Supplemental Executive
Retirement Plan (“SERP”) that was approved by Reading’s Board of Directors in 2007. See
Exhibit A attached hereto at p. 7 (“In 2007, our board approved a supplemental executive
retirement plan (‘SERP’) pursuant to which we agreed to provide Mr. Cotter, Sr. supplemental
retirement benefits as a reward for his more than 25 years of service to our company and its
predecessors.”). Accordingly, the limitations period for any claim based on this conduct has run,
and all such claims must be dismissed.

Finally, Plaintiffs have failed to sufficiently allege any damages resulting from the
existence of an Executive Committee or any actions of Reading’s Board. A properly-pled claim
for damages must show that such damages were proximately caused by “intentional misconduct,
fraud or a knowing violation of law” by the defendants. See Nev. Rev. Stat. § 78.138(7). Here,
Plaintiffs do not identify a single action of the Executive Committee, let alone what damages the
committee allegedly caused. Nor have Plaintiffs identified any damage from any corporate
expenditure that resulted from intentional wrongdoing by Moving Defendants, which is required
for any claim of damages. Plaintiffs’ conclusory allegations are simply not sufficient, and the

failure to identify any damage to shareholders is fatal to the Complaint.

11
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B. Because They Offer No More Than Conclusory Allegations, Plaintiffs Have

Not Adequately Pleaded Demand Futility

Ordinarily, the plaintiff in a shareholder derivative suit must “set forth with particularity
[in the complaint] the efforts of the plaintiff to secure from the board of directors or trustees and,
if necessary, from the shareholders such action as the plaintiff desires, and the reasons for the
plaintiff’s failure to obtain such action[.]” Nev. Rev. Stat. § 41.520(2). This requirement of pre-
suit demand on the defendant corporation’s board of directors is not merely a pleading hurdle or
a technicality, but an important “rule of substantive right designed to give a corporation the
opportunity to rectify an alleged wrong without litigation, and to control any litigation which
does arise.” See Aronson v. Lewis, 473 A.2d 805, 809 (Del. 1984), overruled in part on other
grounds by Brehm v. Eisner, 746 A.2d 244 (Del. 2000); Shoen, 137 P.3d at 1184 (adopting the
Aronson analysis in Nevada shareholder derivative litigation) (‘““The Delaware court’s approach
is a well-reasoned method for analyzing demand futility and is highly applicable in the context of
Nevada’s corporations law. Hence, we adopt the test described in Aronson, as modified by
Rales[.]”). Plaintiffs have made no such demand.

Accordingly, where, as here, a plaintiff seeking to pursue a derivative action has not
made a pre-suit demand on the defendant corporation’s board of directors, the law requires the
plaintiff to allege with particularity that demand on the board of directors would have been
futile. See Nev. Rev. Stat. § 41.520(2); Nev. R. Civ. P. 23.1. This heightened pleading standard
is similar to that required for claims of fraud. See Shoen, 137 P.3d at 1179-80 & n.21 (*[A]
shareholder must ‘set forth . . . particularized factual statements that are essential to the claim’
that a demand has been made and refused, or that making a demand would be futile or otherwise
inappropriate.” (quoting Brehm, 746 A.2d at 254 (noting that the “with particularity” pleading
required in shareholder derivative suits is similar to the heightened pleading required for claims
involving fraud)); see also La. Mun. Police Emps. Ret. Sys. v. Wynn, No. 2:12-CV-509 JCM
GWEF, 2014 WL 994616, at *9 (D. Nev. Mar. 13, 2014) (“The plaintiffs have failed their burden
to show demand would have been futile. The plaintiffs did not allege with sufficient particularity

that the board of directors was disinterested or lacked independence, or that there was reasonable
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doubt that there was a valid exercise of business judgment. Therefore, this court will grant the
defendants’ motion to dismiss.”) (internal citations omitted); Teamsters Union 25 Health Servs.
& Ins. Plan v. Baiera, No. 9503-CB, 2015 WL 4237352, at *§, 17 (Del. Ch. July 13, 2015)
(granting motion to dismiss derivative complaint for failure to adequately plead demand futility
with particularity). “[M]ere conclusory assertions will not suffice . ...” Shoen, 137 P.3d at
1180.

Reading has eight directors. Accordingly, demand is not futile if at least five directors
can act in a disinterested manner with respect to any of the various claims made by Plaintiffs.
Plaintiffs have asserted no claims against James Cotter, Jr. (even though he was Chairman of the
Executive Committee and a member of the Board during the time period of the allegedly
wasteful transactions) and concede that he is disinterested with respect to the transactions at
issue. Likewise, Plaintiffs do not challenge the disinterestedness of directors Gould, Storey, or
McEachern. Accordingly, in order to prevail on their claim of demand futility, Plaintiffs must
establish that not one of the remaining four directors can act in a disinterested manner with
respect to the numerous claims at issue.

Nevada courts recognize two specific scenarios when demand by a shareholder derivative
plaintiff may be excused (assuming the factual allegations are pled with particularity). Adopting
the reasoning of the Delaware Supreme Court in Aronson v. Lewis, Nevada courts hold that
demand is only excused if “under the particularized facts alleged, a reasonable doubt is created
that: (1) the directors are disinterested and independent™ or *“(2) the challenged transaction was
otherwise the product of a valid business judgment.” See Aronson, 473 A.2d at 814; Shoen, 137
P.3d at 1180-82, 1184 (following Aronson). Here, Plaintiffs have failed to satisfy either Aronson
prong. As a result, Plaintiffs do not have standing, and the Complaint should be dismissed for
failure to state a claim. See Shoen, 137 P.3d at 1180.

1. Plaintiffs Have Failed to Rebut the Presumption that Reading’s Directors
Are Capable of Acting in a Disinterested and Independent Fashion

The first Aronson prong asks whether the board of directors can make a disinterested and

independent decision when presented with the demand. The first prong only excuses demand
13
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where a plaintiff can “show that the protection afforded by the business judgment rule is
inapplicable to the board majority approving the transaction because those directors are
interested, or are controlled by another who 1s interested, in the subject transaction[.]” Shoen,
137 P.3d at 1182 (quotation marks and citations omitted).

A director will be deemed to be interested if the facts alleged “demonstrat[e] a potential
personal benefit or detriment to the director as a result of the decision.” See Beam ex rel. Martha
Stewart Living Omnimedia, Inc. v. Stewart, 845 A.2d 1040, 1049 (Del. 2004). The potential
personal benefit or detriment must relate specifically to the challenged transaction. See Rales v.
Blasband, 634 A.2d 927, 933 (Del. 1993). “[T]he key principle upon which this area of . . .
jurisprudence is based is that the directors are entitled to a presumption that they were faithful to
their fiduciary duties[,]” and the burden is upon a derivative plaintiff to overcome that
presumption. Khanna v. McMinn, No. Civ.A. 20545-NC, 2006 WL 1388744, at *11 (Del. Ch.
May 9, 2006) (emphasis in original). Nevada courts have explicitly rejected the proposition that
“the demand requirement is excused as to the board of directors merely because the shareholder
derivative complaint allege[d] that a majority of the directors participated in wrongful acts,
without regard to their impartiality or to the protections of the business judgment rule[.]” Shoen,
137 P.3d at 1180-81.

Plaintiffs have failed to plead specific, particularized facts—as required by Nevada law—
showing that a majority of Reading’s directors are impacted by any debilitating interest or lack
of independence sufficient to rebut the presumption that the business judgment rule applies. See
Shoen, 137 P.3d at 1181 (“S[ince] [ap]proval of a transaction by the majority of a disinterested
and independent board usually bolsters the presumption that the transaction was carried out with
the requisite due care, in such cases, a heavy burden falls on a plaintiff to avoid presuit
demand.”) (internal brackets and quotation marks omitted).

The Complaint refers to a wide range of purportedly improper conduct spanning the
course of many years, predating the tenure of certain current directors. This allegedly improper
conduct by current and former directors includes:

e The termination of James Cotter, Jr. as President and CEO in 2015;
14
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e Approval of increased compensation to directors beginning in 2014;
e The continued existence of an Executive Committee of Reading’s Board, of
which James Cotter, Jr. served as chairman prior to his termination;
e The approval in 2007 of a retirement plan for James Cotter, Sr.;
e The 2014 reimbursement to Ellen Cotter of $50,000 in taxes she paid as the result
of an exercise of stock options;
e The payment of expenses associated with James Cotter, Sr.’s memorial;
e The payment of performance bonuses to James Cotter, Sr. during the course of his
tenure as CEO of Reading.
And yet, Plaintiffs’ demand futility allegations relate almost entirely to the termination of James
Cotter, Jr—and are inadequate even as to that specific claim—and do not even attempt to
explain why demand would be futile with respect to all Plaintiffs’ claims. Plaintiffs’ demand
futility allegations against Kane, Adams, and Ellen and Margaret Cotter fail for the following
reasons:

(a) Allegations Against Kane and Adams

Plaintiffs do not claim any actual knowledge of any basis why Kane and Adams, both
independent directors, cannot act in a disinterested manner. Instead, Plaintiffs rely entirely on
the allegations—some of which are made solely on information and belief—contained in James
Cotter, Jr.’s complaint about these directors’ purported lack of disinterestedness. Every
substantive allegation about Kane and Adams is framed in terms of what James Cotter, Jr.
alleges in the JJC Complaint. See Compl., ] 24, 25, 27-30. This complete reliance on unproven
allegations in another complaint is improper and falls far short of the particularized and verified
factual allegations required by Nevada law. See Shenk v. Karmazin, 867 F. Supp. 2d 379, 382
(S.D.N.Y. 2011) (allegations of demand futility insufficient under Federal Rule 23.1(b) and

Delaware law where allegations merely relied on another complaint against the company).®

® Before filing a complaint, attorneys have a duty to conduct “an inquiry reasonable under the

circumstances . . ..” Nev. R. Civ. P. 11(b). Relying on allegations in another complaint not yet
resolved on the merits does not constitute a reasonable inquiry. See Maine State Ret. Sys. v.
15
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However, even taken at face value, these borrowed allegations about Kane and Adams’
supposed bias against James Cotter, Jr. do not demonstrate that these directors cannot act in a
disinterested manner with respect to James Cotter, Jr.”s termination or any transaction identified
by Plaintiffs. Plaintiffs claim Kane and Adams are not disinterested because they are controlled
by Ellen and Margaret Cotter. This purported control is based on the following allegations made
by James Cotter, Jr.:

e Kane: Plaintiffs allege that James Cotter, Jr. alleges that Kane has a “quasi-familial”
relationship with Ellen and Margaret Cotter, who call him “Uncle Ed.” Compl., q 24.
Plaintiffs allege that James Cotter, Jr. alleges that Kane sought a raise for Ellen Cotter
after her father’s passing in order for her to obtain a home loan and wrote a letter to her
lender in support of that same loan. Id. Plaintiffs allege that James Cotter, Jr. alleges that
Kane sent an email to James Cotter, Jr. suggesting that Ellen Cotter should be given the
title she wanted and Margaret Cotter be made co-head of domestic real estate for Reading
(though there is no allegation that either suggestion was ever implemented). Id.

Plaintiffs allege that James Cotter, Jr. alleges that Kane has “rant[ed]” about the Corleone

family from the Godfather films to James Cotter, Jr. Id., | 25.

e Adams: Plaintiffs allege that James Cotter, Jr. alleges that, at one point, Adams derived
up to 70-80% of his income from entities controlled by Ellen and Margaret Cotter. Id., q
28. Plaintiffs allege that James Cotter, Jr. alleges that Adams has a carried interest in
certain real estate projects, and that the decision as to whether that interest will be

monetized rests with Ellen and Margaret Cotter. Id., { 29. Plaintiffs allege that James

Countrywide Fin. Corp., No. 2:10-CV-0302 MRP, 2011 WL 4389689, at *20 (C.D. Cal. May 35,
2011) (*“This [non-delegable duty to make a reasonable inquiry] means Plaintiffs cannot rely on
allegations from complaints in other cases if the Plaintiffs themselves have not investigated the
allegations.”); Geinko v. Padda, No. 00 C 5070, 2002 WL 276236, at *6 (N.D. Ill. Feb. 27, 2002)
(complaint did not conform with the requirements of Rule 11 where “[p]laintiffs merely have
recited facts from other actions, attached copies of those actions, and asserted that red flags emerge
from those facts”). Further, allegations from another complaint are immaterial as a matter of law,
and may be stricken from pleadings. In re Countrywide Fin. Corp. Mortg.-Backed Sec. Litig., 934
F. Supp. 2d 1219, 1226 (C.D. Cal. 2013); RSM Prod. Corp. v. Fridman, 643 F. Supp. 2d 382, 403
(S.D.N.Y. 2009) aff’d, 387 F. App’x 72 (2d Cir. 2010).
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Cotter, Jr. alleges Adams was led to believe he would be made CEQO of Reading upon

James Cotter, Jr.’s termination. Id.,  28.

Plaintiffs’ allegations with respect to Kane and Adams fail to show a lack of independence.

Plaintiffs’ conclusory allegations that, according to James Cotter, Jr., Kane has a close
relationship with Ellen and Margaret Cotter does not remotely disqualify him from making
decisions as a Reading board member. Where futility is purportedly based on control being
exerted by an interested person or persons, a plaintiff must allege particularized facts showing
that “through personal or other relationships the directors are beholden to the controlling
person.” Aronson, 473 A.2d at 815. *“Allegations of mere personal friendship or a mere outside
business relationship, standing alone, are insufficient to raise a reasonable doubt about a
director’s independence.” Beam, 845 A.2d at 1050; see also id. at 1051-52 (“Mere allegations
that [co-directors] move in the same business and social circles, or a characterization that they
are close friends, is not enough to negate independence for demand excusal purposes.”); La.
Mun. Police Emps. Ret. Sys. v. Wynn, 2014 WL 994616, at *6-7 (rejecting allegations of lack of
independence based on “lengthy personal and business relationships between board members”
and the controlling person including, inter alia, decades-long friendships, political contributions,
threats against enemies, million-dollar charitable contributions, and outside financial
relationships).

Those cases are particularly applicable here, where Kane had the same “quasi-familial”
relationship with James Cotter, Jr. as with his sisters. Indeed, not only do Plaintiffs fail to allege
with particularity the existence or nature of Ellen and Margaret Cotter’s relationship with Kane,
but they fail to explain how this relationship had or will have any impact on Kane’s vote relating
to James Cotter, Jr.”s termination, let alone the myriad other breaches of fiduciary duty alleged in
the Complaint. See La. Mun. Police Emps. Ret. Sys. v. Wynn, 2014 WL 994616, at *6-7
(allegations of personal and business relationships were insufficient to show directors “lacked
independence or were unable to objectively consider a transaction. Accordingly, plaintiffs have

not alleged with particularity sufficient facts to show that . . . directors lack independence to
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establish that a majority of the board is interested under Shoen to excuse the demand
requirement.”).

Likewise, the vaguely pleaded supposed benefits being received by Adams are not
sufficient to show a lack of independence. See Khanna, 2006 WL 1388744, at *20 (noting that
allegations that a benefit 1s material to a director are necessary to excuse demand, which requires
pleading particularized facts “that the alleged benefit was significant enough in the context of the
director’s economic circumstances[] as to have made it improbable that the director could
perform her fiduciary duties . . . without being influenced by her overriding personal interest™)
(internal quotation marks and emphasis omitted) (quoting Orman v. Cullman, 794 A.2d 5, 23
(Del. Ch. 2002)). Rather than being pleaded with particularity, Plaintiffs’ vague allegations with
respect to Adams are made in wholesale reliance on unsupported claims in the JJC Complaint.
Compl., ] 28-29. Plaintiffs allude to some unnamed, unspecified, and uncertain financial
benefit that Adams could potentially receive if he supports Margaret and Ellen Cotter, but these
alleged benefits are not pleaded with particularity to show that Adams could not exercise his
fiduciary duties to Reading (or even that Adams could not receive these exact same purported
benefits with James Cotter, Jr. as President and CEQ).” See Beam, 845 A.2d at 1052 (“To create
a reasonable doubt about an outside director’s independence, a plaintiff must plead facts that
would support the inference that because of the nature of a relationship or additional
circumstances other than the interested director’s stock ownership or voting power, the non-
interested director would be more willing to risk his or her reputation than risk the relationship
with the interested director.”).

Plaintiffs do not allege that Adams’ financial fate is actually controlled by Ellen and

Margaret Cotter, but only that someone with an axe to grind against Adams (James Cotter, Jr.)

7 Plaintiffs allege that Margaret and Ellen Cotter controlled Adams’ termination vote in part by

suggesting to him that he would succeed James Cotter, Jr. as CEO of Reading. Compl., | 28.
However, once James Cotter, Jr. was terminated, Ellen Cotter was appointed interim CEQ. Id.
Therefore, even if Adams had been motivated by a desire to become CEQO himself, which he was
not, it is now clear that opportunity no longer exists and is therefore irrelevant in the demand
futility context.
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made an allegation of generalized financial ties. Compl., {q 28, 29. The alleged “benefit” to be
received by Adams—accepting all allegations in the Complaint as true—seems to be nothing
more than the chance to curry favor with Ellen and Margaret Cotter; this is not the specific,
direct financial benefit required by the law and has nothing to do with the majority of Plaintiffs’
claims. Instead, Plaintiffs’ claims are the very type of conclusory allegations that do not meet
the “heavy burden” necessary excuse pre-suit demand in a Nevada derivative claim. See Shoen,
137 P.3d at 1181-82.

(b) Allegations Against Ellen and Margaret Cotter

As with their allegations about Kane and Adams’ lack of independence, Plaintiffs rely
entirely on claims made by James Cotter, Jr. for their conclusion that Ellen and Margaret Cotter
are not disinterested directors. Compl., ] 31-32. As already discussed, this selective cut-and-
paste approach falls far short of the heightened pleading requirements for demand futility
required under Nevada law.

Even accepting Plaintiffs’ secondhand allegations as true, the Complaint fails to
demonstrate that Ellen and Margaret Cotter are not disinterested. Plaintiffs appear to suggest
that Ellen and Margaret Cotter could not act in an independent manner in connection with a
demand relating to James Cotter, Jr.’s termination because of their ongoing trust and estate
litigation with him. See Compl., [ 31-32. Ellen and Margaret Cotter allegedly voted to
terminate James Cotter, Jr. because he would not accept a proposed settlement agreement in the
family’s estate litigation. Id. This demand futility allegation fails as a matter of law. See Beam,
845 A.2d at 1049. The mere fact that Ellen and Margaret Cotter are engaged in litigation with
their brother over their father’s estate does not render them incapable of exercising business
judgment with respect to Reading. See Fagin v. Gilmartin, 432 F.3d 276, 283-84 (3d Cir. 2005)
(“Potential liability from other, unrelated litigation would not make [the company’s] directors
interested in the decision to consider a demand for this specific derivative suit.”); Richardson v.
Ulsh, No. CIV.A. 06-3934 MLC, 2007 WL 2713050, at *15 (D.N.J. Sept. 13, 2007) (same). Nor
does the Complaint identify any advantage obtained by Ellen and Margaret Cotter in the trust

and estate litigation by terminating James Cotter, Jr. as CEO. See Shoen, 137 P.3d at 1182 (“TA]
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director who has divided loyalties in relation to, or who has or is entitled to receive specific
financial benefit from, the subject transaction, is an interested director.”) (emphasis added).

The vague possibility that a director could have been acting for any reason other than his
or her best business judgment is insufficient to support a finding of any problematic relationship.
Aronson, 473 A.2d at 815 (stating that a “mere threat . . . is insufficient to challenge either the
independence or disinterestedness of directors”). Even if the trust and estate litigation impacted
Ellen and Margaret Cotter’s disinterestedness with respect to James Cotter, Jr.—and it does
not—it would have no impact on their assessment of a demand relating to any of the other
purported Board wrongdoing alleged by Plaintiffs. In addition to being directors, Ellen and
Margaret Cotter are significant shareholders of Reading and own far more shares than Plaintiffs.
It is of course in their best interest to maximize the value of Reading’s shares, and as major
shareholders their interest in doing so is far greater than that of Plaintiffs. Reading was built by
Ellen and Margaret Cotter’s father, and their and their family’s long-term financial interests and
security are inextricably tied to the company. The more attractive Reading shares are to
investors and the market, the more Ellen and Margaret Cotter’s shares are worth. Reading’s
financial health is far more valuable to Ellen and Margaret Cotter than any of the short-term
personal financial benefits alleged in the Complaint.

(c) Allegations Relating to the Executive Committee

Plaintiffs allege—relying on claims made by James Cotter, Jr., but this time in a motion
filed by him rather than a verified complaint—that Ellen Cotter, Margaret Cotter, Kane, and
Adams are not disinterested because they have allegedly formed an Executive Committee of the
Board of Directors. Compl., { 33. Even setting aside that the Executive Committee was formed
long before James Cotter, Jr.’s termination and that James Cotter, Jr. was the Chairman of that
committee,® Plaintiffs do not identify a single improper action taken by the Executive Committee
or offer any explanation as to why membership in this committee would somehow render a

director improperly interested. That a director engaged in the complained-of conduct does not

8 See Ex. C attached hereto at p. 5.
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somehow rebut the presumption that a director 1s disinterested and exercising proper business
judgment. See Shoen, 137 P.3d at 1180-81 (“[T]he demand requirement is [not] excused as to
the board of directors merely because the shareholder derivative complaint alleges that a
majority of the directors participated in wrongful acts, without regard to their impartiality or to

the protections of the business judgment rule[.]”).

2. Plaintiffs Have Failed To Rebut The Presumption That Reading’s Board of
Directors at All Times Exercised Proper Business Judgment

Under the second Aronson prong, demand may be excused as futile where the derivative
claimant “plead[s] particularized facts creating a reasonable doubt as to the ‘soundness’ of the
challenged transaction sufficient to rebut the presumption that the business judgment rule
attaches to the transaction.” Khanna, 2006 WL 1388744, at *23 n.168 (citation omitted). The
business judgment rule “presumes that the directors have complied with their duties to
reasonably inform themselves of all relevant, material information and have acted with the
requisite care in making the business decision.” Shoen, 137 P.3d at 1181. Accordingly, the
business judgment rule creates a “presumption that in making a business decision 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” organization. Id. at 1178-79 (quotation marks and citation
omitted). Consistent with the theory underlying the business judgment rule, the party
challenging the decision bears the burden of establishing facts that rebut the presumption. See
id. Because the business judgment rule protects the corporate management decisions so long as
they can be “attributed to any rational business purpose,” Katz v. Chevron Corp., 22 Cal. App.
4th 1352, 1366 (1994) (quotation marks and citations omitted), “a heavy burden falls on plaintiff
to avoid presuit demand.” Shoen, 137 P.3d at 1181.

Plaintiffs have not come close to meeting their heavy burden here. Plaintiffs appear to
suggest that each of the seven director defendants (the Moving Defendants, Storey, and Gould)
failed to exercise proper business judgment with respect to the Board’s decision to increase
director compensation to bring that compensation in line with the market. Compl., q 23; see also

Ex. C attached hereto at p. 18-19 (outlining 2014 director compensation and showing that base
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