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October 22, 2018 
BY NYSCEF AND BY HAND 
The Honorable Eileen Bransten 
Supreme Court of the State of New York 
County of New York 
60 Centre Street, Room 442 
New York, NY 10007 

Re: Darabont v. AMC Network Entertainment LLC, Index No. 650251/20181 
Dear Justice Bransten: 

We represent Plaintiffs in this action. Under the Court’s Individual Rules of Practice, and 
Commercial Division Rules 14 and 24(c), we respectfully request a pre-motion conference to 
address Defendants’ improper objections to two categories of documents requested by Plaintiffs. 
Because the parties will be before the Court on October 30, 2018 at 10:30 a.m. for a Compliance 
Conference, we respectfully suggest the Court address this pre-motion letter at that time. 
Alternatively, Plaintiffs are available for a telephonic conference at the Court’s convenience. 

In accordance with 22 NYCRR 202.7, we have met and conferred in good faith with 
Defendants’ counsel on two occasions to resolve the disputes described here: an in-person 
meeting on October 1, 2018 at Defendants’ counsel’s office, and a telephone conference on 
October 11, 2018. Although the parties cooperatively resolved many issues, the parties remain 
unable to resolve the two issues described below. Plaintiffs now seek the Court’s intervention. 
I. Background

On August 30, 2018, by stipulation, Plaintiffs filed an amended complaint, enclosed here
as Exhibit 1. In sum, the Amended Complaint alleges three categories of claims against 
Defendants: (1) audit claims regarding Defendants’ wrongful accounting practices for The 
Walking Dead; (2) claims regarding Defendants’ obstruction of Plaintiffs’ audit; and (3) a claim 
regarding Defendants’ provision of a more favorable distribution fee to another profit participant 
for The Walking Dead, in breach of the “Most Favored Nation” provision in Plaintiff Darabont’s 
contract. The two document requests in dispute both concern primarily the first category of 
claims, which relate to Defendants’ wrongful accounting practices for The Walking Dead.2 

1 As the Court will recall, this action is related to Darabont v. AMC Network Entertainment LLC, 
Index No. 654328/2013. The parties’ motions for summary judgment are pending in that action. 
2 Plaintiffs’ initial complaint in this action also alleged claims related to Defendants’ breach of 
the “Most Favored Nation” provision as to the agreement of another profit participant for The 
Walking Dead, Robert Kirkman. The parties entered into a tolling agreement for these claims, 
which have been removed from this action by stipulation. (See NYSCEF Doc. No. 55.) 
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Defendants periodically provide Plaintiffs with “participation statements,” an example of 
which is enclosed as Exhibit 2 (previously filed in Index No. 654328/2013 as NYSCEF Doc. 
No. 277). The participation statements report the profits from The Walking Dead earned by 
Defendant AMC Film Holdings LLC (“AMC Studios”), which Plaintiffs are entitled to a share 
of. The figures set forth in the participation statements are derived from information solely in 
Defendants’ possession. 

The top of the participation statement describes AMC Studios’ revenue generated by The 
Walking Dead in the form of “Gross Receipts.” By far, the largest component of Gross Receipts 
is the imputed license fee (“U.S. & Canada—AMC Network”). (As the Court will recall, the sole 
issue to be decided in Plaintiffs’ pending motion for summary judgment in Index No. 
654328/2013 is whether Defendants’ unconscionably low imputed license fee is governed by the 
Darabont Agreement’s “Affiliate Transaction Provision.”) 

Below Gross Receipts, the participation statement describes three categories of 
deductions. First, AMC Studios deducts distribution fees, which are funds kept by AMC 
Studios. (Plaintiffs allege in this lawsuit that AMC Studios is wrongfully charging higher 
distribution fees than they are permitted to under Plaintiffs’ agreement, but these overcharges are 
not relevant to the discovery disputes described here.) Second, AMC Studios deducts certain 
distribution charges, which are expenses such as guild payments, advertising costs, and 
insurance. Third, AMC Studios deducts the “Cost of Production,” which are the expenses AMC 
Studios incurs in writing, filming, and editing The Walking Dead. After these three categories are 
deducted from Gross Receipts, the resulting figure is Plaintiffs’ “Modified Adjusted Gross 
Receipts” (“MAGR”)—or, in other words, the profits that Plaintiffs are entitled to a share of. 

To verify the accuracy of the information on the participation statements, Plaintiffs are 
contractually entitled to audit Defendants’ accounting practices. In mid-2017, after years of delay 
caused by Defendants, Plaintiffs’ auditor was finally able to complete an audit. The auditor’s 
report revealed numerous instances of Defendants’ improper accounting practices, which have 
resulted in Defendants’ wrongfully withholding tens of millions of dollars from Plaintiffs. 
II. Plaintiffs’ Document Request No. 28 

During the audit, Plaintiffs’ auditor asked to review Defendants’ production cost reports, 
production cost budgets, and production cost “bibles” (ledgers). Plaintiffs’ auditor needed these 
documents to verify the accuracy of the “Cost of Production” stated on Plaintiffs’ participation 
statements, which is the largest expense deducted from Plaintiffs’ Gross Receipts. Defendants 
refused to provide these documents to Plaintiffs’ auditor. Based on the limited information 
Plaintiffs’ auditor could review, Plaintiffs’ auditor identified millions of dollars in discrepancies 
that could not be resolved without reviewing the underlying production cost documents. 

Plaintiffs’ Document Request No. 28 requests “production cost reports, approved 
production cost budgets, and the production cost bibles with the transactional detail listing by 
account.” Defendants contend these documents are irrelevant because “Plaintiffs’ audit rights are 
expressly limited to ‘those portions of AMC’s books that relate solely to distribution of the 
Program.’” This argument is meritless. 

To begin with, Defendants quote from the audit provision in Plaintiffs’ MAGR Exhibit, 
but Plaintiffs disagree that this language exclusively controls Plaintiffs’ audit rights. That aside, 
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Defendants’ apparent position—that the “Cost of Production” of The Walking Dead is unrelated 
to the “distribution” of The Walking Dead—is unheard of in the television industry. AMC 
Studios cannot “distribute” The Walking Dead without first incurring expenses to produce The 
Walking Dead—i.e., the “Cost of Production.” The Cost of Production is by far the largest 
expense on Plaintiffs’ participation statements. If Plaintiffs cannot verify AMC Studios’ 
calculation of the Cost of Production, Defendants can artificially inflate the Cost of Production 
with impunity, thereby reducing the profits for Darabont and CAA to share in. 

In any event, Defendants cannot replace the broad scope of discovery provided by CPLR 
3101(a) with their misguided interpretation of contract language. This lawsuit is not about the 
scope of Plaintiffs’ “audit rights”—it is about remedying Defendants’ wrongful accounting 
practices that have caused Plaintiffs tens of millions of dollars in damages. Defendants should be 
ordered to produce the requested production cost documents to Plaintiffs. 
III. Plaintiffs’ Document Request Nos. 34 and 35 

Other profit participants for The Walking Dead—several of whom have also sued 
Defendants—have conducted their own audits of Defendants’ accounting practices. Plaintiffs’ 
Document Request Nos. 34 and 35 request, among other things, the audit reports of other profit 
participants for The Walking Dead, which were submitted to Defendants. Defendants contend 
that the other profit participants’ audit reports are not relevant to Plaintiffs’ claims in this action. 

CPLR 3101(a) is “to be interpreted liberally to require disclosure, upon request, of any 
facts bearing on the controversy which will assist preparation for trial by sharpening the issues 
and reducing delay and prolixity. The test is one of usefulness and reason.” Allen v. Crowell-
Collier Pub. Co., 21 N.Y.2d 403, 406 (1968). To the extent that other individuals—who, like 
Plaintiffs, share in the profits of The Walking Dead—have also identified wrongful accounting 
practices by Defendants, the audit reports evidencing those wrongful practices plainly contain 
“facts bearing on th[is] controversy.” Id. The “Most Favored Nation” provision in the Darabont 
Agreement entitles Plaintiffs to the benefit of any improvement to MAGR given to these other 
profit participants, further underscoring the relevance of the other participants’ audit reports. 
And, if these audit reports reveal that Defendants provided certain materials to other profit 
participants’ auditors, but arbitrarily refused to provide the same materials to Plaintiffs’ auditors, 
these audit reports would also support Plaintiffs’ claims that Defendants obstructed Plaintiffs’ 
audit. The audit reports for the other profit participants should be produced to Plaintiffs. 
IV. Request for Relief 

Plaintiffs respectfully request that the Court schedule a conference to further address 
these issues, and respectfully suggest it be done concurrently with the compliance conference on 
October 30, 2018 at 10:30 a.m. 

Respectfully submitted, 
/s/ Jerry D. Bernstein 
Jerry D. Bernstein 

Enclosures 

cc: All counsel of record (via NYSCEF) 
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