
U.S. Department of Justice 

Federal Bureau of Investigation 
Washington, D.G. 20535 

December 31, 2019 

MR. JOHN GREENEWALD JR. 
THE BLACK VAULT 
SUITE 1203 
27305 WEST LIVE OAK ROAD 
CASTAIC, CA 91384 

Request No.: 1366104-000 
Subject: BLATTY, WILLIAM PETER 

Dear Mr. Greenewald: 

This is in response to your Freedom of Information Act (FOIA) request. Please see the selected 
paragraphs below for relevant information specific to your request as well as the enclosed FBI FOIPA 
Addendum for standard responses applicable to all requests. 

Records responsive to your request have been processed. We made these records available in the 
FBI's electronic FOIA Library (The Vault) on the FBI 's public website, httpllvault.fbi .qov. On the right-hand 
side of the home page, under the heading "Vault Links" you can search for your subject alphabetically (click 
on "A-Z Index"), by category (click on "Categories") , or by entering text into our search engine (click on 
"Search VaUlt") . For records responsive to this request, please enter William Blatty as the search term . 

The available documents represent a final Vault posting of information responsive to your FOIPA 
request. 

Please see the selected paragraphs below for relevant information specific to your request. 

~ 	 Additional records potentially responsive to your subject may exist. Please inform us by 
emailing foipaq uestions@fbi.qov, faxing 540-868-4391, or standard mail if you would like 
the FBI to conduct a search of the indices to our Central Records System. 

r 	 Additional records responsive to your request were processed but are not currently 
available on The Vault. Please inform us if you would like to receive these records. 

Please refer to the enclosed FBI FOIPA Addendum for additional standard responses applicable to 
your request. "Part 1" of the Addendum includes standard responses that apply to all requests. "Part 2" 
includes additional standard responses that apply to all requests for records about yourself or any third party 
individuals. "Part 3" includes general information about FBI records that you may find useful. Also 
enclosed is our Explanation of Exemptions. 

For questions regarding our determinations, visit the www.fbi .gov/foia website under "Contact Us." 
The FOIPA Request number listed above has been assigned to your request. Please use this number in all 
correspondence concerning your request. 

You may file an appeal by writing to the Director, Office of Information Policy (OIP), United States 
Department of Justice, Sixth Floor, 441 G Street, NW, Washington, D.C. 20001, or you may submit an 
appeal through OIP's FOIA online portal by creating an account on the following website: 
hltps:llwww.folaonline.qov/foiaonline/action/public/home. Your appeal must be postmarked or electronically 
transmitted within ninety (90) days from the date of this letter in order to be considered timely. If you submit 
your appeal by mail, both the letter and the envelope should be clearly marked "Freedom of Information Act 
Appeal." Please cite the FOIPA Request Number assigned to your request so it may be easily identified. 

www.fbi.gov/foia
mailto:foipaquestions@fbi.qov


You may seek dispute resolution services by contacting the Office of Government Information 
Services (OGIS) . The contact information for OGIS is as follows: Office of Government Information 
Services, National Archives and Records Administration, 8601 Adelphi Road-OGIS, College Park, Maryland 
20740-6001 , e-mail at ogis@nara.gov; telephone at 202-741-5770; toll free at 1-877-684-6448; or facsimile 
at 202-741-5769. Alternatively, you may contact the FBI's FOIA Public Liaison byemailing 
foipaquestions@fbigov. If you submit your dispute resolution correspondence by email, the subject 
heading should clearly state "Dispute Resolution Services ." Please also cite the FOIPA Request Number 
assigned to your request so it may be easily identified. 

Sincerely, 

~ 
David M. Hardy 
Section Chief, 
Recordllnformation 
Dissemination Section 

Information Management Division 

Enclosure(s) 

mailto:ogis@nara.gov


FBI FOIPA Addendum 

As referenced in our letter responding to your Freedom of Information/Privacy Acts (FOIPA) request, the FBI FOIPA 
Addendum provides information applicable to your request. Part 1 of the Addendum includes standard responses that apply 
to all requests. Part 2 includes standard responses that apply to requests for records about individuals to the extent your 
request seeks the listed information. Part 3 includes general information about FBI records, searches, and programs. 

Part 1: The standard responses below apply to all requests: 

(i) 	 5 U.S.C. § 552(c). Congress excluded three categories of law enforcement and national security records from the 
requirements of the FOIPA [5 U.S.C. § 552(c)] . FBI responses are limited to those records subject to the 
requirements of the FOIPA. Additional information about the FBI and the FOIPA can be found on the www.fbi. gov/foia 
website. 

(ii) 	 Intelligence Records. To the extent your request seeks records of intelligence sources, methods, or activities, the 
FBI can neither confirm nor deny the existence of records pursuant to FOIA exemptions (b)(1) , (b)(3) , and as applicable to 
requests for records about individuals, PA exemption 0)(2) [5 U.S.C. §§ 552/552a (b)(1) , (b)(3) , and 0)(2)]. The mere 
acknowledgment of the existence or nonexistence of such records is itself a classified fact protected by FOIA exemption 
(b)(1) and/or would reveal intelligence sources, methods, or activities protected by exemption (b)(3) [50 USC § 
3024(i)(1 )]. This is a standard response and should not be read to indicate that any such records do or do not exist. 

Part 2: The standard responses below apply to all requests for records on individuals: 

(i) 	 Requests for Records about any Individual-Watch Lists. The FBI can neither confinn nor deny the existence of 
any individual's name on a watch list pursuant to FOIA exemption (b)(7)(E) and PA exemption U)(2) [5 U.S.C. §§ 
552/552a (b)(7)(E), 0)(2)]. This is a standard response and should not be read to indicate that watch list records do or 
do not exist. 

(ii) 	 Requests for Records about any Individual-Witness Security Program Records. The FBI can neither confirm 
nor deny the existence of records which could identify any participant in the Witness Security Program pursuant to 
FOIA exemption (b)(3) and PA exemption 0)(2) [5 U.S.C. §§ 552/552a (b)(3) , 18 U.S.C. 3521, and U)(2)] . This is a 
standard response and should not be read to indicate that such records do or do not exist. 

(iii) 	 Requests for Records for Incarcerated Individuals. The FBI can neither confinn nor deny the existence of records 
which could reasonably be expected to endanger the life or physical safety of any incarcerated individual pursuant to 
FOIA exemptions (b)(7)(E) , (b)(7)(F), and PA exemption U)(2) [5 U.S.C. §§ 552/552a (b)(7)(E) , (b)(7)(F), and U)(2)]. 
This is a standard response and should not be read to indicate that such records do or do not exist. 

Part 3: General Information: 

(i) 	 Record Searches. The Record/Information Dissemination Section (RIDS) searches for reasonably described records by 
searching systems or locations where responsive records would reasonably be found. A standard search normally 
consists of a search for main files in the Central Records System (CRS), an extensive system of records consisting of 
applicant, investigative, intelligence, personnel, administrative, and general files compiled by the FBI per its law 
enforcement, intelligence, and administrative functions . The CRS spans the entire FBI organization, comprising records 
of FBI Headquarters, FBI Field Offices, and FBI Legal Attache Offices (Legats) worldwide; Electronic Surveillance 
(ELSUR) records are included in the CRS. Unless specifically requested, a standard search does not include references, 
administrative records of previous FOIPA requests , or civil litigation files. For additional information about our record 
searches, visit www.fbi.gov/services/information -managementlfoipa/requesting-fbi -records. 

(ii) 	 FBI Records. Founded in 1908, the FBI carries out a dual law enforcement and national security mission . As part of 
this dual mission, the FBI creates and maintains records on various subjects; however, the FBI does not maintain records 
on every person, subject, or entity. 

(iii) 	 Requests for Criminal History Records or Rap Sheets. The Criminal Justice Information Services (CJIS) Division 
provides Identity History Summary Checks - often referred to as a criminal history record or rap sheet. These criminal 
history records are not the same as material in an investigative "FBI file." An Identity History Summary Check is a 
listing of information taken from fingerprint cards and documents submitted to the FBI in connection with arrests, 
federal employment, naturalization, or military service. For a fee , individuals can request a copy of their Identity 
History Summary Check. Forms and directions can be accessed at www .fbi gov/about-us/cj is/identity-history­
summary-checks. Additionally, requests can be submitted electronically at www.edo.Clis. gov. For additional 
information, please contact CJIS directly at (304) 625-5590. 

(iv) 	 National Name Check Program (NNCP). The mission of NNCP is to analyze and report information in response to 
name check requests received from federal agencies, for the purpose of protecting the United States from foreign and 
domestic threats to national security. Please be advised that this is a service provided to other federal agencies. 

~. Private Citizens cannot request a name check. 

http:www.edo.Clis.gov
www.fbi.gov/services/information
www.fbi.gov/foia


EXPLANA TION OF EXEMPTIONS 

SUBSECTIONS OF TITLE 5, UNITED STATES CODE, SECTION 552 

(b)( I) 	 (A) specifically authorized under criteria established by an Executive order to be kept secret in the interest of national defense or foreign 
policy and (B) are in fact properly classified to such Executive order; 

(b)(2) 	 related solely to the internal personnel rules and practices of an agency; 

(b)(3) 	 specifically exempted from disclosure by statute (other than section 552b of this title), provided that such statute (A) requires that the 
matters be withheld from the public in such a manner as to leave no discretion on issue, or (B) establishes particular criteria for withholding 
or refers to particular types of matters to be withheld; 

(b)(4) 	 trade secrets and commercial or financial information obtained from a person and privileged or confidential; 

(b)(5) 	 inter-agency or intra-agency memorandums or letters which would not be available by law to a party other than an agency in litigation with 
the agency; 

(b)(6) 	 personnel and medical files and similar files the disclosure of which would constitute a clearly unwarranted invasion of personal privacy; 

(b)(7) _ 	 records .or information compiled for law enforcement purposes, but only to the extent that the production of such law enforcement records 
or information ( A) could reasonably be expected to interfere with enforcement proceedings, ( B ) would deprive a person of a right to a 
fair trial or an impartial adjudication, (C) could reasonably be expected to constitute an unwarranted invasion of personal privacy, (D) 
could reasonably be expected to disclose the identity of confidential source, including a State, local, or foreign agency or authority or any 
private institution which furnished information on a confidential basis, and, in the case of record or information compiled by a criminal law 
enforcement authority in the course ofa criminal investigation, or by an agency conducting a lawful national security intelligence 
investigation, information furnished by a confidential source, ( E ) would disclose techniques and procedures for law enforcement 
investigations or prosecutions, or would disclose guidelines for law enforcement investigations or prosecutions if such disclosure could 
reasonably be expected to risk circumvention of the law, or ( F ) could reasonably be expected to endanger the life or physical safety of any 
individual; 

(b)(8) 	 contained in or related to examination, operating, or condition reports prepared by, on behalf ot; or for the use of an agency responsible for 
the regulation or supervision of financial institutions; or 

(b)(9) 	 geological and geophysical information and data, including maps, concerning wells. 

SUBSECTIONS OF TITLE 5, UNITED STATES CODE, SECTION 552a 

( d)(5) 	 information compiled in reasonable anticipation of a civil action proceeding; 

0)(2) 	 material reporting investigative efforts pertaining to the enforcement of criminal law including efforts to prevent, control, or reduce crime 
or apprehend criminals; 

(k)( I) 	 information which is currently and properly classified pursuant to an Executive order in the interest of the national defense or foreign 
policy, for example, information involving intelligence sources or methods; 

(k)(2) 	 investigatory material compiled for law enforcement purposes, other than criminal, which did not result in loss of a right, benefit or 
privilege under Federal programs, or which would identify a source who furnished information pursuant to a promise that his/her identity 
would be held in confidence; 

(k)(3) 	 material maintained in connection with providing protective services to the President of the United States or any other individual pursuant 
to the authority ofTitle 18, United States Code, Section 3056; 

(k)(4) 	 required by statute to be maintained and used solely as statistical records; 

(k)(5) 	 investigatory material compiled solely for the purpose of determining suitability, eligibility, or qualifications for Federal civilian 
employment or for access to classified information, the disclosure of which would reveal the identity of the person who furnished 
information pursuant to a promise that hislher identity would be held in confidence; 

(k)(6) 	 testing or examination material used to determine individual qualifications for appointment or promotion in Federal Government service 
the release of which would compromise the testing or examination process; 

(k)(7) 	 material used to determine potential for promotion in the armed services, the disclosure of which would reveal the identity of the person 
who furnished the material pursuant to a promise that hislher identity would be held in confidence. 

FBIIDOJ 
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The Black Vault
The Black Vault is the largest online Freedom of Information Act (FOIA)
document clearinghouse in the world.  The research efforts here are
responsible for the declassification of hundreds of thousands of pages

released by the U.S. Government & Military.

Discover the Truth at: http://www.theblackvault.com

This document is made available through the declassification efforts 
and research of John Greenewald, Jr., creator of: 

http://www.theblackvault.com
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(Rev. 08-28-2000) • • FEDERAL BUREAU OF INVESTIGATION 

Precedence: ROUTINE Date: 06/27/2001 

To: Los Angeles 

From: Los Angeles 
WCC4 
Contact: SA~I ____ ~------------~ 

Approved By: ~I ------------~~ 
Drafted By: I I?~ 

Case ID #: 196C-LA-227702 ;' \pending) 

Title: UNSUBS;_ ~ 
<N~ER BROS. IN~ 

WILLIAM PETER B TY - V 
- VICTIM; 

Securities raud; MF; Conspiracy; Antitrust; ML; 
OO-LA 

~SiS: Open and assign case to SA~I ________ ~ co-case agent SA 

Details: ~ttacbed ~s the civil complaint filed on behalf of 
Blattyand! jin the Superior Court of Los Angeles on May 
22, 2001. The co plaint alleges, amo g other things, that Warner 
Bros. has attemp ed in several ways 0 divert profits for the 
films liThe Exor ist ll and liThe Exo ist - The Version I e Never 
Seenll from y andL...-_~--....,..._---~-~---~----------I 
~in doing deprive them of the profit shares they were 
promised . 

•• 
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b6 
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• • LAW OFFICES OF 

GREENBERG GLUSKER FIELDS CLAMAN MACHTINGER & KINSELLA LLP 

June 20, 200 1 

VIA MESSENGER 

I I 
Federal Bureau of Investigation 
11000 Wilshire Boulevard, Suite 1700 
Los Angeles, California 90024 

Dea~L......-__ -I 

1900 AVENUE OF THE STARS b6 
SUITE 2100 

LOS ANGELES. CALIFORNIA 90067-4590 b7C 
TELEPHONE: (3101553-3610 

FAX 
(310) 553-0687 

E-MAIL ADDRESS 

OUR FILE NUMBER 
29362-00002 

b6 
b7C 

At the request o~ ~ am sending you a copy of the Complaint filed 
bYlL-___ ~~nd Mr. Blatty against Warner Bros. 

BF:rjd 
Enclosure 

cc: 

2936200002-1213516_1 
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1 Bertram Fields (SBN 024199) . 

GREENBERG GLUSKER FIELDS CLAMAN 
2 MACHTINGER & KINSELLA LLP 

ORIGINAL FILED 

'HAY 22 2001 1900 Avenue of the Stars, Suite 2100 
3 Los Angeles, California 90067-4590 

Telephone: (310) 553-3610 
4 Fax: (310) 553-0687 

. 
5 Attorneys for Plaintiffs 

William Peter Blatty and William Friedkin 
6 

7 

LO~. ANGELES 
SUPERIOR COURT 

8 

9 

10 

SUPERIOR COURT OF THE STATE OF CALIFORNIA 

FOR THE COUNTY OF LOS ANGELES 

11 WILLIAM PETER BLATTY and 
WILLIAM FRIEDKIN, 

12 
Plaintiffs, 

13 
vs. 

14 

15 WARNER BROS. INC., a Delaware 

16 
co[oration; TURNER NETWORK 
TE EVISION LP, a Delaware 

17 
Limited PartnershiJ; TURNER 
BROADCASTIN SYSTEM, INC., a 

18 
Georgia cO?fu.ration and DOES 1 
through 20, elusive, 

19 Defendants. 

20 

21 

BC2501lu9 
Case No. --------

COMPLAINT FOR: 

(21) BREACH OF CONTRACT; 
() BREACH OF FIDUCIARY DUTY 

AND IMPOSITION OF TRUST; AND 
(3) AN ACCOUNTING 

22 Plaintiffs allege as follows: 

23 

24 

25 

26 1. 

THE NATURE OF THE ACTION 

Plaintiffs are William Peter Blatty ("Blatty") and William Friedkin 

27 ("Friedkin"). They bring this action to protect their share in the profits of "The Exorcist" 

28 (the "Film"), a critically acclaimed and highly successful motion picture they created .. 

2936200002-1206147.1 

COMPLAINT'F0R BREACH OF CONTRACf, BREACH OF FIDUCIARY DUTY AND IMPOSmON OF TRUsT ........ -



• • 
1 2. Since its release in 1973, the Film has become a classic, continuing to draw 

2 huge audiences and enjoying a near cult following among audiences of all ages, both 

3 domestically and abroad. During 1999, Friedkin devoted his skill and time to creating a 

4 new version of "The Exorcist." Warner Bros. Inc. ("Warner") released it in 2000, under 

5 the title "The Exorcist-The Version You've Never Seen" (the ''New Version"), using the 

6 services of both Friedkin and Blatty to promote it. With a completely new audience, the 

7 revised picture was, once again, an enormous hit, both critically and financially. 

8 3. Defendants are all related entities and part of the giant conglomerate, AOL 

·9 Time Warner. They have made vast profits from plaintiffs' efforts. Yet, defe~dants have 

10 tried, in every possible way, to divert revenues from plaintiffs, to deprive them of the 

z 11 profit shares they were promised and to keep for themselves the economic benefits that 
< 
:E 
:5 ~ 0 12 should have accrued to plaintiffs. 
0...10 

cn<NO :1 :l ~ ~ 13 4. To avoid paying plaintiffs their agreed shares of profits, defendants have 
WWC/)I'-

~ ~ ~ i 14 allocated revenues away from the Film to other of defendants' pictures and have allowed 
w~C/) 
~o!S~() 
~ ffi :a ~ 15 their sister companies to use the Film without payor for substantially less than the market 
..I (!) g: ~ 
(!) z C C 16 
(!) t= ~ ~ price. In this way, revenues and values, which should have benefitted plaintiffs, remain 
0:::1:0.3 
WOo 
~ ~ ~ 17 instead within the AOL Time Warner empire, in the form of cost savings and increased 
W 
W 
~ 18 profits to AOL Time Warner and its subsidiaries and affiliates, such as Turner Network 

19 Television ("TNT"), Turner Broadcasting System ("TBS") and the Arts & Entertairunent 

20 Channel ("A&E"). 

21 5. This cynical manipulation by defendants constitutes a material breach of 

22 their obligations to plaintiffs, enriching the entire AOL Time Warner conglomerate at 

23 plaintiffs' expense and allowing entities that are a part of that conglomerate to receive, 

24 retain and use for their own benefit trust funds to which plaintiffs are entitled. 

25 

26 

27 6. 

THE PARTIES 

Friedkin is an individual residing in Los Angeles ~ounty. Friedkin is a 

28 well-known motion picture director. He received an Academy Aw~rd noinination as Best 

2936200002-1206147.1 2 
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• • 
1 Director for the Film, and was also the director of other acclaimed films, such as "The 

2 French Connection," for which he won the Academy Award as Best Dir~ctor. 

3 7. Blatty is the author of the best-selling book upon which the Film was based. 

4 Blatty also wrote the screenplay for the Film and served as the Film's producer. He won 

5 an Academy Award for best screenplay for the Film, and the Film, as he produced it, also 

6 received an Academy Award nomination as Best Picture. Pursuant to his written 

7 agreement with Warner, Blatty is also the co-owner of the negative and copyright of the 

8 Film. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

8. Each of the named defendants is an entity organized and existing under the 

laws of a state other than California, but is qualified to do business in and is doing 

business in Los Angeles County. Each is, directly or indirectly, owned and controlled by 

AOL Time Warner Inc. and subject to its domination and control. 

9. The true names, extent of conduct and involvement, and the true capacities, 

whether individual, corporate or otherwise, of defendants named herein as Does 1 through 

20 are presently unknown to plaintiffs, who therefore .sue said defendants by such 

fictitious names. Plaintiffs will seek leave to amend this complaint to allege the true 

names and capacities of said defendants when plaintiffs have ascertained the same~ On 

information and belief, plaintiffs allege that such fictitiously named defendants took some 

part in the acts and omissions alleged herein and, as a direct and proximate result thereof, 

incurred legal Iiability to plaintiffs for the relief prayed for herein. 

10. On information and belief, plaintiffs allege that in doing the acts and things 

hereinafter alleged, each defendant acted individually for himself and itself, and as the 

agent, employee and representative of each of the other defendants and, in doing the 

things hereinafter alleged, each was at all times acting within the course and scope of said 

agency and employment with the advance lmowledge, acquiescence or subsequent 

26 ratification of each and every other defendant. 

27 

28 
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1 THE AGREEMENTS 

2 11. On or about August 25, 19.71, Blatty's predecessor in interest, Hoya 

3 Productions, Inc., and Warner entered into a written production-financing-distribution 

4 agreement (the "Blatty Agreement") whereby Blatty agreed to write the screenplay for the 

5 Film and produce it with Warner. Under the Blatty Agreement, Warner granted to Blatty 

6 the right to 39% of the Net Profits of the Film (as defined in the Blatty Agreement). The 

7 Blatty Agreement also provided that, in the eve:llt Warner granted participations in net 

8 profits to any third party; the third party's portion of such profits should be borne 

9 proportionately by Warner and Blatty, but that Blatty's share of the net profits would not, 

lOin any event, be reduced below 28% of 100% of such net profits. The Blatty Agreement 

11 further provided that Blatty and Warner "will own the [Film], including the negative and 

12 copyright thereof, as tenants in common, in perpetuity." The Blatty Agreement further 

13 provided that Warner will retain the distribution rights to the Film for 25 years after its 

14 first general release, which rights could be extended for an additional 25 year period 

15 beyond expiration of the initial 25 year period. Warner's distribution rights were 

16 extended pursuant to paragraph 9(a)(ii) of the Blatty Agreement for the additional 25 year 

17 period. 

18 12. On or about August 26, 1999, Blatty and Wanier entered into a Settlement 

19 Agreement and Release with respect to various audit claims regarding home video 

20 distribution of the Film. Although the terms of this settlement are protected by a 

21 confidentiality provision, the release contained therein covers claims on accounting 

22 statements rendered by Warner through December 31, 1997. Thus, the claims Blatty 

23 asserts against Warner in the ins~ant action are those arising after, or reflected on 

24 accounting statements rendered by Warner after, December 31, 1997. 

25 13. On or about January 28, 1972, Friedkin's predecessor in interest,. The 

26 William Friedkin Company, and defendant Warner entered into a written agreement (the 

27 "Friedkin Agreement") whereby Friedkin agreed to serve as the director of the Film. 

28 
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1 Under the Friedkin Agreement, Warner granted to Friedkin the right to 10% of the Net 

2 Profits of the Film (as defined in the Blatty Agreement). 

3 14. On or about June 4, 1998, Friedkin and Warner entered into a Settlement 

4 Agreement and Release with respect to various claims regarding the distribution of the 

5 Film. Although the terms of the settlement are protected by a confidentiality provision, 

6 the release therein covers claims relating to the Film reflected on accounting statements 

7 rendered by Warner thr~ugh June 4, 1998. Thus, the claims Friedkin asserts against 

8 Warner in the instant action are those arising after, or reflected on accounting statements 

9 rendered by Warner after, June 4, 1998. 

10 15. Friedkin and Blatty have done all things required of them under each of the 

11 foregoing Agreements and are in no manner or respect in breach thereof. 

12 

en:5 NO 
C ..J .S! m 13 
..J w "5"f 
!:!:!en~t; 

THE NEW VERSION 

16. Friedkin and Blatty attempted for years to persuade the management of u. z e:5 14 
~S2.l!!CI> 
W&OI~<C 
~"".c() 
en ~ ;:: <Ii 15 Warner to re-release the orioinal ver~ion of the Film. Finally, Warner management ::l W 0 .!!1 o~ 
..J(!)~~ 

~ ~ j ~ 16 agreed, and subsequent testing for the Film was enormously successful. Friedkin and 
~:Co..9 
WOo 
en c:( ~ . 17 Blatty worked to revise the Film in order to make the New Version highly successful. ffi:E 
W 
0:: 
(!) 18 Blatty outlined an arrangement of new scenes, and Friedkin spent several months re-

19 editing the original version of the Film to add an additional eleven minutes of footage and 

20 to re-do the sound. In addition, Friedkin and Blatty gave hours of media interviews in the 

21 United States and abroad over a period of months to promote the New Version and help 

22 to insure its success, a contribution invaluable to Warner in its distribution and marketing 

23 efforts. Neither Friedkin nor Blatty requested any guaranteed compensation for all of 

24 these efforts. Rather, they believed that their labors would be rewarded by the success of 

25 the re-release and the increase in their respective shares of the Film's profits. 

26 17. The New Version of the Film was released on September 26,2000 and ran 

27 in more than 2000 movie theaters across the United States. Warner distributed the New 

28 Version as if it were a new film, not a re-release. By way of example, the New Version 

2936200002-1206147.1 5 
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1 of the Film was shown at first run ticket prices and in first-run theaters across the country 

2 usually reserved for newly released films. 

3 The New Version (like the original Film) has enjoyed remarkable critical 

4 acclaim and financiaJ success, earning approximately $40 million domestically since its 

5 release. It has already generated more than $110 million from worldwide theatrical 

6 exploitation. Meanwhile, over 262,000 video units of the original version of the Film. 

7 have been sold in England over the past six months alone, reflecting the impact of the 

8 New Version upon success of the original version, both domestically and abroad. 

9 

10 WARNER'S WRONGFUL CONDUCT 

11 Conduct Relating To The Original Film: 

12 18. To avoid paying plaintiffs' their share of profits, Warner has allocated to 

13 other pictures revenues that should properly have been allocated to the Film. Acting in 

14 utter bad faith, Warner has improperly allocated to the Film unreasonably low shares of 

15 the total license fee paid by licensees where the Film is sold as part of a "package" of 

16 other Warner product. Warner has failed and refused to use good faith or any reasonable 

17 standard in allocating such license fees among the Film and other pictures in such 

18 packages. This has been particularly true in licenses to companies that are part of the 

19 AOL time Warner conglomerate. Plaintiffs discovered Warner's misconduct in this 

20 regard through an audit on or about June 2,2000, covering the period January 1, 1997 

21 through March 31, 1999. 

22 

23 

For example: 

a. On or about January 8, 1997, after TNT had become a sister 

24 company of Warner and a member of the AOL Time Warner empire, Warner granted 

25 TNT a license to exhibit the Film, along with 114 other pictures, for a total license fee of 

26 $18 million, or an average license fee of$156,522 per title. Warner's allocation to the 

27 . Film of the total license fee :was a mere $110,000, lower even than the average and the 

28 same as such films as "CleQpatra Jones,'.? "The Incredible Mr. Limpet," and "It Lives 
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Again" which were unsuccessful at the box office, had virtually no name recognition and 

enjoyed far less television value than the Film. In comparison, the allocation for the Film 

under the 1993 license had been for $350,000, which would be the equivalent of more 

than $500,000 today, and which, at the time, was already disproportionately low when 

compared to other properties included in the 1993 package, such as "The Sacketts" (a 

television mini-series) and "Club Paradise" (a box office failure for which Peter O'Toole 

was nominated for the worst supporting actor award). 

b. Warner's license of the Film to its sister company, A&E, for the 

period May 1, 1998 through October 3~, 1999, along with 55 other films yielded Warner 

a total license fee of $1 0 million. Warner only allocated $295,000 of this to the Film. 

That allocation was egregiously low in comparison to the other features in the same 

package, such as "The J:?ead Pool," "Greystoke: The Legend of Tarzan," and "Tom Horn" 

- films which plainly enjoyed far less commercial and critical success than the Film and 

did not have similar widespread name recognition. 

c. Warner has also allocated a disproportionately low license fee for the 

Film in the foreign television package licenses for France (Metropole), Korea (KBS 

Media), Sweden (TV4 Nordisk) and Latin America (TNT Latin America). 

19. In dealings with related and affiliated entities that are a part of the AOL 

Time Warner empire, Warner has failed to achieve fair and equitable market rates for 

licenses of the Film, thus enriching such entities at plaintiffs' expense. 

20. Warner has failed and refused, and continues to fail and refuse, to' supply 

essential infOImation as to the terms of license agreements and its dealings with related 

andlor affiliated entities in order that plaintiffs can evaluate the fairness of such licenses. 

21. Warner has also failed to properly account to plaintiffs in a number of 

additional respects, including but not limited to the following: 

a. Warner improperly imposed a distribution fee on copyright royalties 

, for the Film, the collection of which require minimal distribution effort; 
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b. Warner overstated the distribution fee on receipts reported from 

A&EandTNT; 

c. Warner overstated print costs; 

d. Warner improperly charged plaintiffs for amounts attributable to 

Australian taxes; 

e. Warner improperly overstated residual expenses; and 

f. Warner failed and refused to provide documentation to substantiate 

expenses relating to the Film. 

Conduct Relating To The New Version: 

22. Notwithstanding the virtually unparalleled critical and commercial success 

of the New Version, Warner rushed to license the valuable domestic free television rights 

to CBS for only $1.5 million, approximately one quarter of the market rate for that 

license. Warner allowed CBS to pay this extremely low rate, because of CBS's 

arrangement with other AOL Time Warner affiliates, including TNT and TBS, under 

which these affiliates of AOL Time Warner received direct and indirect benefits that do 

not flow to them from the other major networks. 

23. Warner's "excuse" for this self-enriching misconduct was the .demonstrably 

false claim that the New Version was not easily aired by networks due to its adult content 

and language. But Warner had previously licensed CBS the television rights to the 

original Film for $10 million, the equivalent of more than $30 million today. That earlier 

license was contingent on Friedkin editing the Film to satisfy CBS's "standards and 

practices." To accomplish this, Friedkin removed approximately one and one-half 

minutes of controversial footage from the Film and, using his own voice, dubbed over the 

profanities that emanated from the Film's "demon." In addition, Friedkin reshot one 

scene. With these slight changes, Friedkin was easily able to satisfy CBS's "standards 

and practices," and the Film was broadcast by CBS, in prime time, and achieved huge 

ratings. There was no such difficulty as now spuriously claimed by defendants. The 

11 minutes of footage that has been added to the New Version contains no image or 
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language that would be an impediment to a television airing. Warner's excuse that the 

New Version was not appealing to network television is demonstrably false. 

24. Warner has gone even beyond that in dealings with its sister entities in 

order to create value for the AOL Time Warner empire at plaintiffs' expense. Thus, 

Warner has licensed the New Version of the Film to its AOL Time Warner sister 

c~mpanies, TNT and TBS, for no added license fee at all, and Warner has extended these 

licenses for no additional consideration. Thus, the AOL Time Warner conglomerate 

received a valuable right without any payment at all and significantly improved its 

consolidated financial statements at plaintiffs' eX1?ense. Here again, defendants offered a 

bogus excuse. They claimed that, in the absence of such a give away, creating such a free 

benefit for the AOL Time Warner empire, an AOL Time Warner subsidiary, TNT, would 

not allow the' New Version to be shown on television and would even show the old 

version on television, significantly impairing any theatrical release of the New Version, 

even though exhibition of the New Version would greatly enrich AOL Time Warner. Of 

course, such conduct on the part of TNT would have seriously harmed its parent, AOL 

Time Warner and, obviously, AOL Time Warner could easily have remedied that 

supposed "problem" any time it wanted by a single phone call to its wholly owned 

subsidiary, TNT. Instead, through its subsidiaries, AOL Time Warner enjoyed the 

significant economic benefit to its consolidated financial statements of exhibiting the 

New Version free of charge, by pretending, along with its affiliates, that, w~thout getting 

that free ride, TNT would have deliberately sabotaged the plans for the New Version. 

Defendants did nqt even offer plaintiffs their share of an imputed license fee. They 

simply elected to further their own economic interests at plaintiffs' sole expense. 

25. Warner's wrongful conduct with respect to the New Version also extends to 

the marketing costs it has purported to charge. For example, Warner has charged 

$15 million as advertising costs of the New Version, including $1.9 million paid to 

Warner itself for the supposed design of an advertising campaign for the New Version. 

This "new" design simply adopted the logo of the original version of the Film in print ads 
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1 and added the words, "The Version You've Never Seen." Plaintiffs allege on information 

2 and belief, that a substantial part of the balance of Warner's $15 million charge for 

3 marketing costs is unjustified and spurious. 

4 

5 

6 

7 

FIRST CAUSE OF ACTION 

(Breach of Contract - Against Warner) 

8 26. Plaintiffs reallege and incorporate herein by reference each and every 

9 allegation contained in paragraphs 1 through 25, inclusive, of the complaint as though set 

10 forth at length herein. 

11 27. The conduct ofWamer alleged hereinabove constitutes a material breach of 

12 the express and implied covenants of each of the foregoing agreements. 

28. As a direct-and proximate result of Warner's said acts of breach, plaintiffs 

14 have been damaged in an amount far in excess of the jurisdictional minimum of this 

15 Court. Plaintiffs will seek leave to amend this complaint to reflect said sum when 

16 ascertained. 

17 

18 

19 

20 

SECOND CAUSE OF ACTION 

(Breach of Fiduciary Duty - Against All Defendants) 

21 29. Plaintiffs reallege and incorporate herein by reference each and every 

22 allegation contained in paragraphs 1 through 25, inclusive, of the complaint as though set 

23 forth at length herein. 

24 30. Defendants are plaintiffs' fiduciaries by virtue of at least the following: 

25 a. Warner and its affiliates acted as plaintiffs' agents and sub-agents 

26 with respect to collecting, receiving, accounting and paying to plaintiffs their share of 

27 revenues derived from the distribution and exploitation of the Film and the New Version. 

28 
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1 They owe to plaintiffs a fiduciary duty at least with respect to all aspects of those 

2 functions; 

3 b. Plaintiffs have entrusted their valuable rights to Warner to manage 

4 and to divide the profits therefrom; 

5 c. The information necessary to a full and fair accounting of the Film's 

6 and the New Version's profits is exclusively within the control of Warner, plaintiffs are 

7 "at the mercy" of Warner and are relegated to a position in which they have no choice but 

8 to repose their trust and confidence in Warner in determining the amount of profits 

9 received from the Film and the New Version; and 

10 d. As to Blatty, Warner and Blatty are co-owners of the Film's negative 

11 and copyright. 

12 31. The conduct of defendants alleged hereinabove constituted a breach of their 

13 fiduciary duties to plaintiffs. 

32. As a direct and proximate result of said defendants' breaches of fiduciary 

15 duty, Friedkin and Blatty have been damaged in an amount far in excess of the 

16 jurisdictional minimum of this Court. Friedkin and Blatty will seek leave of Court to 

17 amend this complaint to reflect this amount when it has been ascertained. 

18 33. The misconduct of defendants alleged hereinabove was willful, malicious, 

19 oppressive and fraudulent and was committed with the intent to frustrate plaintiffs' rights 

20 under the Friedkin Agreement and the Blatty Agreement. Such misconduct justifies an 

21 award of exemplary and punitive damages. 

22 34. As a direct and proximate result of the misconduct alleged hereinabove, 

23 defendants received and hold, for their own use and benefit, funds that are equitably the 

24 property of plaintiffs. Plaintiffs are entitled to the imposition of an actual or constructive 

25 trust upon such funds and the results and proceeds thereof. 

26 

27 

28 
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THIRD CAUSE OF ACTION 

(Accounting - Against Defendants Warner and 

Does 1 through 20, Inclusive) 

5 35. Plaintiffs reallege and incorporate herein by reference each and every 

6 allegation contained in paragraphs 1 through 25, inclusive, of the complaint as though set 

7 forth at length herein. 

8 36. Pursuant to the Friedkin Agreement and the Blatty Agreement, and by 

9 reason of the facts alleged hereinabove, defendants were obligated to provide to plaintiffs 

1 ° statements accurately reflecting the amount of revenues derived from the distribution and 

11 exploitation of the Film and the New Version, and remitting to plaintiffs their share of 

12 such revenues. 

37. "Despite demand, defendants have failed and refused. and continue to fail 

14 and refuse, to provide plaintiffs with proper and accurate accountings reflecting the 

15 amount of revenues derived from the distribution and exploitation of the film. " 

38. An accounting is require"d to determine the true amount of revenues derived 

17 from the distribution and exploitation of the Film and the New Version in order to 

18 ascertain plaintiffs' share of such revenues. 

19 WHEREFORE, plaintiffs pray judgment as follows: 

20 1. For actual and compensatory damages in an amount-to be determined at 

21 trial and for interest thereon at the highest lawful rate; 

22 2. For the imposition of an actual or constructive trust for the benefit" of 

23 plaintiffs upon all funds, assets, revenues and profits defendants have improperly received 

24 from the distribution and exploitation of the Film and the New Version and upon the 

25 results and proceeds thereof; 

26 3. For punitive damages; 

27 4. F or costs of suit herein incurred; 
" . 

28 5. For reasonable attorneys' fees; and 
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6. For such other and further relief as this Court may deem just and proper. 

DATED: MayJPt, 2001 GREENBERG GLUSKER FIELDS CLAMAN 
MACHTINGER & KINSELLA LLP 

By 
-+~B~E=R~T~~~I~E=L~S~--~~----

Attorneys for Plaintiffs William Peter Blatty 
. and William Friedkin . 
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FEDERAL BUREAU OF INVESTIGATION 

Date of transcription 09/07/2001 

date of birth 
account number L-__ -------------------------------------L~~~~~~~~~ 
California 90077 
~~~~--~----~~~------~--~--------------~----~~Hollywood, 
California, telephone number was interviewed at his 
place of residence. After being advised of the iden~ities of ~he 
interviewing agents and the purpose of the interviewJL ___________ ~J 
provided the following information: 

b6 
b7C 

In b6 
approximately 1972, I Imovie titled "The Exorcist" b7C 
("Exorcist" or the "Film"). WILLIAM PETER Bl;,JATTY wrote both the 
novel and the screenplay for The Exorcist. The Film was made by 
WARNER BROTHERS ("WB"). The Exorcist was a financial and critical 
success. The film's popularity has endured to the present day. 

In late 1998, the original Exorcist film was re-released 
to great success in England. WB had been adverse to the idea of 
re-releasing the film because re-releas~~ typically do not do well 
in the theaters. In fact, the re-release of Exorcist in England 
made millions 'of dollars for WB ~nd turned out to be the second 
most successful re-release in Qlstory, after the re-release of STAR 
WARS_ 

In liTht of the successful re-release of the film in 
England, BLATTY_ Ifinally managed to convince WB to b6 
commit to a re-mastered new release of an u dated version of he b7C 
Film (Film2). 
lithe new verSlon ot'e Fl m, a lng a total of eleven to 
twelve minutes of film footage, including a different ending, and 
creating a completely new soundtrack with new music·1 I 
neither sought nor received compen~~tion for his efforts in re­
mastering the original version, because he believed that he would 
profit handsomely from the revenue generated by the new release. 

The new version of the Film w~s released in the year 
2000. WB distributed the Film2 as a 99mpl~tely new film, not a re­
release. WB premiered the Film2 at first run theaters and charged 

Investigation on 09/07/2001 at Los Angel~s, California 

O;t, # 19fe-LA-227702 -itlk. Date dictated 
SA_ I~I 

by SA 1§2 
This document contains neither recommendations nor conclusions of the FBI. It is the property of·the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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full-price for admission. Like the original, the new release met 
with financial and critical success. According to publicly 
released box office figures, the re-mastered film has earned $40 
million in domestic box office revenue and $77 million in foreign 
box office revenue, for a total box office of $118 million 
worldwide. This figure does not include revenue from other 
sources, such as video and DVD .sales, and secondary sales to 
airlines and other outlets. In contrast to the large revenues that 
have been generated by the new release, the Film2 cost virtually 
nothing to make. WB has stated publicly in various sources it cost 

b6 
b7C 

only $800,000 to make the re-mastered version of the Film.1 I b6 
believes that the Exorcist is WB's most profitable film of the last b7C 
ten (10) years. Despite the appearance of enormous profits, and 
despite the fact that they are entitled by contract to share in the 
profits of the Film2,1 land BLATTY have not shared in any of 
the Film2's profits. 

Under the terms of BLATTY's andl 
both individuals I 

Icontracts 

revenue generated by the film. Thus, I I share of the 
profits should be calculated according to the following formula: 

In addition I 
I 

IBLATTY I 
IBLATTY alsol 

Under BLATTY's aqreement BLATTY'sl I 

I 
I In BLATTY s case, I 

I BLATTY'sl 

I 
I 

I 
I 

I 

I 

I 
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profits can be calculated as follows: 

According to the published figur~s, BLATTY's profit participation 
should amount to ~pproximately $21 million. 

~....,.-~ __ ~Ifirst discovered problems with WB's accounting 
on the Film when he began reviewing the "top sheets" that WB was 
providing on the Film. Top sheets are periodic statements that 
break down the revenues and expenses that attach to a film project. 
In the case of the Exorcist films, the top sheets provide 
information relating to the most recent three (3) months and to the 
cumulative total amounts that date back to the original release. 
When I Ireviewed the top sheets it became obvious to him that 
WB had drastically inflated the expenses associated with the 
movies. For instance, despite the representation contained on Top 
Sheet No. 49, there is no conceivable way that WB could have spent 
a cumulative total of $40 million on advertising and pUblicity for 
the two (2) films. 

These problems ledl Ito open a dialogue with 
BLATTY. Eventually, I land BLATTY compared top sheets and 
determined that WB was providing them with different revenue and 
expense figures for the same movie. Moreover, the discrepancies 
seemed to be random, with some expenses being higher for BLATTY and 
others being higher fo~ I On balance, however, the 
expenses were higher for BLATTY. rL--------~~~~~~~~~~~~~~ 
result of the fact that BLATTY's 

as seven or ei 
a complete set of his 
to sheets for BLATTY. 

that it be done via a subpoepa in order to protect 
violating the terms of his confidentiality agreemen~t~~~~~ 

ontacted BLATTY a short time later to explain 
~--~~~--~--~--~~ WB ha un erstated its domestic revenue by $8 million. 
~~~~I promised to rectify the error in the next cost statement. 
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When I I received the next top sheet, however, he discovered b6 
that WB had made an $8 million adjustment, but the adjustment had b7C 
been made to the foreign revenue figure, rather than to the 
domestic revenue figure. I I concluded that WB must be making 
the numbers up as they go along. I I cannot believe that WB 
is continuing to manipulate the figures and that it is doing so in 
such blatant disregard of accepted accounting principles. 

In addition to the manipulation in the accounting 
reports, I I has also discovered that WB is engaging in b6 
im ro er self-dealing in order to further defraud BLATTY and b7C 

Specifically,l lis convinced that WB sold 
te eVlSlon rights for the Film to other AOL TIME WARNER 
subsidiaries at below market prices. The most b+atant example of 
this self-dealing is the fact that WB gave the cable television 
rights to the Film2 to TURNER NETWORK TELEVISION (TNT) free of 
charge. WB claims that it had to give away the rights to the 
Film2, because TNT already had the rights to the original film and 
this was the only way to prevent TNT from rendering the cable 
television premiere of the Film worthless by playing the original 
Film at the same time.1 Ilater determined that this was a 
false claim because AOL, as TNTls parent com an , could have 
dictated TNTls schedule. More importantly, also 
discovered that TNTls rights to the origina Fl m were rOing to 
expire well before the Film2 would have been premiered._ I 
also learned that WB sold the network television rights to CBS for 
$1.5 million even though NBC was wiiling to pay a significantly 
higher amount. 

The television ri hts were ne 
(phonetic) . 
New York City. 
ri hts to the re-mastered 

time that the 

AOL subsidiaries. After the subsidiary deals were 
at a movie premiere in New 

ld not have any 
what 

I al so contacted Lr--------------.....I...-';;u..uu.., 
lained~a~l~l~o~f~h~is com laints to 
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said that he would 
t e comp alnts and ,...::::I.:e:::..t:::....b=a;.::c~k~t~o~ ________ ...L..::e::..:v:..:e::.::n:.=.t.:::.u=a..=:l:..=l:..l....~===.::~ 

I land asked 
~_~_~~~~I who wLo-u~l~d~-e-x-p~l-a-l~·n-w~h-a~t~h-a-d~h~a-p-p-e-n-e-d~~r~-------~-----~-~-~-~,---~ 
rejected the offer and toldl Ithat he only would only listen to 

L..I _________ ---11 deposi tion. 

I eventually hired. attorneyl I 

l
~-----~---r.IBLATTY in an action against WB. Itold 
~----~I~t~h~a~t~h:.=.e~~w~a~s aware from another one of his cases that WB1s 
_ Iwas under intense ressure from AOL TIME WARNER 
~-~---~~--r~f· il' 

was delivered to all division heads at the time of the merger 
between AOL and TIME WARNER. believes that~I-~~lattempted 
to that rightly 
should have been and BLATTY by virtue of their 

At around the time thatl land BLATTY filed their 
civil complaint against WB, WB broke off contract negotiations with 
I lover his compensation for the Film2.1 I and WB had 
completed all substantive negotiations for the Film2 at the time 
that WB broke off the negotiations. The only outstanding issue at 
the time was whether WB would agree to a clause requiring WB to 
deal in good faith with respect to pO$sible self-dealings between 
WB and other AOL subsidiaries. After WB refused to continue 
negotiations'h 1 amended his civil complaint to add a claim 
under the Lan am Act. 

After WB broke off negotiations on the contracts for the 
new Film, WB reverted back to the terms of the contracts that 
BLATTYandl I entered into for the original EXORCIST film in 
197[. WB sertl Ibased on the old contract, 
but_ _returned the check. .. 

L..-__ ~~I is aware that another WB employee, I 
has been contacting BLATTY in an attempt to convince B~L~A~T~T~Y~~t~h~a~t~~ 
there is an innocent explanation for BLATTYI'S' and I ~ 
complaint~ Rece~tly, I n:o drop 
the case.l jhas called BLATTY s~veral times. 

~ __ ~_~Ibelieves that the accounting misstatements and 
the self-dealing may constitute violations of federal crjrnjnal law. 

1 Ibelieves that I I 
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(phonetic), are the WB employees who have the most knowledge about 
the fraud. I limmediate supervisor. 
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FEDERAL BUREAU OF INVESTIGATION 

Date of transcription 9/10/2001 

William Peter Blatty, date of birth January 7, 1928, of 
7018 Longwood Drive, Bethesda, Maryland, telephone number 301-469-
9506, was interviewed. After being advised of the identity of the 
interviewing agents and the nature of the interview, Blatty 
provided the following information: 

Blatty had provided tol I approximately seven 
of his quarterly accounting statements for the films "The Exorcist" 
and "Exorcist, The Version You've Never Seen," which he received 
from Warner Brothers. Blatty was concerned because he had 
discovered after speaking tol Ithat the accounting 
statements he and I Ireceived'for the same films were 
different. Blatty and I I th~:>U9ht ,that Warner Brothers may be 
trying to defraud them of money' they were entitled to for their 
participation in the films . 

. Blatty pointed out that I Ihqd arranged a side deal 
with Warner Brothers for the new version of the film in the early 
part of 2000 that affected the way distribution fees would be 
calculated on his statements. Blatty said that this would only 
account for differences in the distribution section of the 
statements, and should not effect the incbhle'6r expense numbers. 
Warner Brothers told Blatty that the two versions of the movie had 
been segregated onl I statements, but not on Blatty's. 
Blatty said that I Idid not beginreceiying segregated 
statements from Warner Brothers until after Blatty started asking 
questions of Warner Brothers .. Blatty's point of contact in the 
accounting department at Wa~~er ~rb~hers was·1 I 

After receiving his Qecember~ 3i,~ 2000 statement, Blatty 
calledl Ito ask why an exp~nse f9r $15 million was listed for 
the theatrical release of the film. Blatt remembered he had been 
told by that there would 
be a $16 lon expense 1 e new verslon 0 t e film was 
released 2500 theaters, but a much smaller expense would be 
incurred if the film was only relea~ed to 600 theaters. What 
prompted Blatty to call was an article he read where I 
of Warner Brothers, said that Warne~ BtQthers '~ad on+l~y--s-p-e-n~t~$~1~5~ 
million total on all expenses for the;I).ew yei:"Sion. I Ihad 

....) ~ .to '0 ! '-
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said that the negative cost., or., the cost to cut the film, was 
$800,000. Then, on the ~arcq 31, 2001 ptatement, $8 million had 
been sl]btracte~ from the foreign' thea'trical category. Blatty 
called. Jto ask why and I Itold h~m that he had been 
double charged for domestic theatrical on the previous statement. 
Blatty asked why the amount had been subtracted from foreign 
theatrical and I I said it, was a'mi'st·ake:. 

Blatty had a good relationship historically with~I ____ ~~ 
1 Ihad helped Blatt~ with statement and contract problems in 
the past. Blatty said! _ 1 attitude ch~nqed a little bit 
though when Blatty told 1m that Blatty andJ I had been 
exchanging statements. I I response was "Oh." Then in early 
March, 2001, there was a second call between Blatty andl 1 

I I told Blatty that the ad cqmpa:i!gn',for the movie had cost 
$1.9 million. This bothered Blatty,pecause,h~ had helped work on 
the ad campaign and helped design the' t:b?:i~·e-r· for the new version, 
and Blatty did not think the expenses w~re nearly that much. 

On June 2, 2000,' B},atty a~dl 1 had an audit run on 
the accounting for the original ,version., of tfi~ Exorcist. The audit 
found that Warner Brothers was9harging more,money to other media 
outlets for other, less popul~r rtiqv~~s than they were charging for 
the Exorcist. The audit alsq found ' that mqn~y that was coming in 
to Warner Brothers for the, 'ExorctsJ: waft be~ng credited to other 
films. The smaller compani~s who"were gett';i,ng the money always 
belonged to the larger AOL :rim~~a~ner .. 

L...-___ ....II had told Blatty that on: October 13, 1999,L.1_----J 
L.-~ __ ----Jlof Warner Brothers sold the new version to CBS for $1.5 
million. This was after Warner Brothers had rebuffed an offer 
NBC for $2 million. sa~d th~t1 Ihad apologized 
several times to ~ :fqr what Warner 

from 

Brothers had done to 
of P aramoun t S t udi os .L...,.---..... r.:;-:::;-:::JT-----,-t;::'. 'hi:',-=aL:t:---':t:i:h:-:e=--:n=-e=-w=-=-=-v=-=e:-:r:":s:":l!' o=-n::---l 
cable license to "=="""":"f-o'""!r""":'~n6thing. 

In July 1999, TNT and T:BS held the.: rights to the old 
version of the movie.1 Iknew·t~~t the+e needed to be a 
window before the release of the ,new version in the fall where the 
old version was not shown on c9,bl.~, . This way, there wo.uld be more 
interest in going to the the9,t·er to 'pee the new version .1 1 
said that Warner Brothers decided t<p gi v~. the license for the new 
version to TNT and TBS for :eree;'j:,J;1; e~change· :for not showing the old 
version close to the release.daie of ih~ neW version. Blatty said 
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that in reality, I I did :qot 4ave. to 9;lve TNT or TBS anything b6 
because their license as it was would run ou"t a couple weeks before b7C 

the release of the new movie. Mo~eQv~r, since AOL Time Warner was 
the parent company of all .the parties involved, AOL Time Warner 
could have instructed TNT and TBS not to show the film for a 
particular time period. AlII Ineeded to do was nothing. 
Blatty believed that the new version cable rights should have sold 
for $20 million to $30 million and that the reasonl Igave it 
away free was because TNT was'a subsidiary of Warner Brothers. 
Blatty described this as vertical iptegration at it's worst. 

I Inext call to Bl~tty, ·in approximately the summer b6 
of 2001 consisted of an offer to settle Blat~y's claims with b7C 

Warner Brothers fo~ $1.7 million. which ~latty later found out was 
the exact value of ! J Blatty then found out 
that Warner Brothers had reneged on it's deal with~~ ______ ~, 
Warner Brothers had tried to ta~e the m0ney away rf~r~o~m~ __ -,~~~ 
give it to Blatty. When ~latty refused the deal, 
they would just have to wa,it unti:j;· the', discovery ... p....--a-s-e---o..,.f .... their 
case to see if either one of them would be persuaded to see the 
other's point of view. ~l~tty Raid ,~4qt he ~ould accept a deal if 
the total distribution fee,~qs r~?U¢$a to $1~ million and he 
received 25 percent of t~e'~ro~$ afEe~ break even. Blatty said 
that would amount to approximatelJ $3 million. 

Blatty's deal for"the new version was the same as for the 
original version in that he would receive 30.1 percent of the 
profits plus a straight ten percent of the video sales. Blatty 
estimated that according to his contract'his cut should have been 
approximately ($52 million - expe:qsesl , x .3. This was based on 
approximately $52 million comip~ to Warner ?rpthers after release 
and distribution of the new version .. 'BHittj said that the domestic 
box office was approximately $39 mi~l:i.on ang the foreign box office 
was approximately $77.5 millio:q for a 'total qf $118 million. 
Blatty said that the wor~dwide' ayer~ge . of rental income spent on 
advertising was 54 percent, but 'Warn~r Brothers had claimed 87 
percent in Japan. , , 

Blatty had been J;'eceiving :t~glJ'lar checks from Warner 
Brothers for the old version of t,h,e J.t:lm u.p,\lntil the new version 
was released. Then, in$tead of the' G:!"heck's' $etting larger, they 
went away. 

" , 
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The new version of the Exorcist 'was test shown in early 
March 2000. It was released to theaters in September 2000. It was 
out of release by Thanksgiving 2000. 

Blatty described I las an evil 
genius. He was a nice guy, but definitely a company man. 

L.....---_____ -----Ir 

.. . . , 
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FYI, THE ATTACHED. 

B 

AM Eastern Standard Time 

upon my 

1. On the top sheet, Foreign Television is still shown at 
approximately 

$152,000 less than it was two years ago. 

2. On the backup pages, for Domestic there is an increase in income 

$2,000, but over $36,000 in expenses, including advertising and 
"checking 

and collections," this for a movie out of release since the Fall of 
2000,and 

under an accounting system that records ~xpenses the instant they are 
incurred. 

Fly specks but they add up. 

All the best, 
Bill 
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FEDERAL BUREAU OF INVESTIGATION 

-Date of transcription 03/26/2002 

Warner Brothers (WB) , telephone number 1....-____ ------' was 
interviewed at Warner Brothers Studios. Also present at the 
in t ervi ew were Ir-'-'==::'='::'=--="-=-'==:;':;:":;:;""'=';:;'=';==;"';""--il represent ing Warner 
Brothers and Warner Brothers I I I A ... f~t-e-r--:-b-e-:i-n-g-a-d-=-v--:"i-s-e-:d::--o-f~t--:-h-e--:i-d-:-e-n-t--:-i-t~i e s 
of the interviewing agents and the nature of the interview,l 
provided the following information: ~------~ 

I I 

I 
I 

I At the time of this interview.l I 

b6 
b7C 

b6 
b7C 

lexplained that a film usually generates most of b6 
it's incom ... e-e-a-r~l-y~in it's life cycle, so reporting residuals or b7C 
participations is more frequent early on (i.e. quarterly). As time 
passes, the reporting becomes less frequent, for example, yearly. 

The motion picture, The Exorcist, was a consistent seller 
for Warner Brothers over the years. The reports for participants 
in The Exorcist had become less frequent, but were re-instituted to 
be more frequent within the last couple years. This was due to the 
movie being re-edited, re-released theatrically and then re­
distributed into supplemental markets. After the second release of 
the movie in 2000, Warner Brothers began to issue statements to the 
participants quarterly. 

Investigation on 03/20/2002 at ..;L=o:..::s::........:Ac..:::n=q:..::e:..:l:..:e::.:s::...L' ........::C::..:a::..:l=i.:fc.:::o:..:r:..:n=i.:::::a=---___________ _ 
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In the cases of reporting for William Blatty and I 
their contracts dictated which items could be inc~l~u-d~e~d~i~n 

gross revenue, and which items could be included in expenses. The 
contracts articulate which costs "were allowed to be deducted and 
provided a framework for applying various other parameters. 
Generally speaking, gross revenue equaled the amount of money 
received by WB for a particular project minus the distribution fees 
which ,ere agreed upon. scaJed percentages E}othl land 
Blattyl Jsaid that the actual 
distribution fees were not relevant because the calculation of 
distribution costs were mathematical equations set forth in their 
contracts. 

Expenses were generally actual costs incurred by WB. 
I said that the expenses for The Ex.~~·~~~e been audited 

~a~t--Ire-a-s~t three times by auditors hired b and Blatty. The 
last audit was a couple of years ago. did not believe that 

I land Blatty had a dispute wit 
since their auditors had reviewed them 
found significant problems. 

~~~~~Iwent over the auditors' findings for the most 
recent audit of the Exorcist. The first three findings all related 
to disputes concerning allocations to the film in license fee 
agreements. They included license agreements with Turner 
Broadcasting, Arts and Entertainment (A&E) and Foreign free TV. 

b6 
b7C 

b6 
b7C 

I I explained that based upon his experience over the b6 
years, packages of licenses to show films were sold to customers b7C 
not based upon a price for the package as a whole, but base~ upon 
adding up the individual prices of all of the elements that made up 
the package. In other words, each film had a particular value 
assigned by WB. A customer would prepare a list of all of the 
films they were interested in acquiring licenses for, and then the 
prices of each would be added up to arrive at a total. The price 
of the package was not agreed upon up front, with a value from the 
total being applied to "each individual film later .1 1 said 
that lic,nse fee agreements for the Exorcist made up the bulk of 
I _and Blatty's complaint against WB, and thatl land 
Blatty had made that clear in settlement discussions·1 I 
added "that audits on behalf of participants always find that the 
client was underpaid, never overpaid. The sales department 
negotiates the license fee agreements with the customers. 
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I ladded that in I I 

L-~--------------~------~--~~~~I WB needed to persuade Turner to 
give them a twelve month window, during which Turner would not show 
the Exorcist so that the new version could be released theatrically 
without any competition from the original film playing on free TV. 
Turner agreed to grant WB a series of short windows, which totaled 
approximately 12 months, during which they did not show the 
original film. At the end of that period, and because Turner had 
continued to pay WB for its license, WB agreed that Turner could 
show the new version of The Exorcist, as well as the old version, 
for the remainder of the license period at no additional cost. 

I Isaid that no money had been received by WB from Turner for 
the new version. 

I I WB had only been b6 
sued three times in the last 22 years over accounting dispari~ies b7C 
related to films. Law suits did not happen often, because usually 
both parties were able to reach an agreement and settle the 
dispute. In the case involvingl land Blatty, after their 
last audit report was issued, WB entered settlement talks with 
them. At one point during the negotiationsj I 

I told I I 

In response to the fourth claim in the audit report, 
which involved monies received from copyright tribunal ,I I b6 
said that the audit firm makes that same claim in every instance, b7C 
and that it is wrong in every instance. The issue involves 
copyright royalties an issue that was not mandated until the mid 
1980's, far after and Blatt si ned their contracts for 
the Exorcist. 

L-~--~--~~--~~~~------------~~~~~~~--~~~~--------~then 
all the other findings were really trivial and did not amount 'to 
much. 

ladded that prior to the release of the new 
version, L..I ____________________ ----'I WB than he 
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originally had. Blatty did deal. During the 
negotiations withl Ifor the new contrr~a~c~t~r_-_~~~~~~~-~-~~---~~~~-~-~~' 
office began to demand things on behalf of WB could 
not agree to. These demands included giving or his 
representatives the right to look at the accounting records of all 
other films that were included in packages of films that were sold 
which included ·the Exorcist. At that point, the negotiations 
entered a stalemate and both parties refused to sign. 

When it became clear thatl Iwould not agree to the 
new contract without the clause relating to t4e other films· books 
and records, and WB would not allow that language into the new 
contract, WB returned to the terms of tpe old contract to determine 
I I compensation for the new release. Up to that point, in 
anticipation of a new contract being signed, WB had broken out the 
accounting records for the old and new versions on two separate 
statements fori lOne cover sheet represented the old 
version and old contract, and the other represented the new version 
and n~w contract. When negotiations for the new contract ceased, 
WB issued a revised statement tol Iwhich represented 
combined accounting for both versions. This re-issued statement 
closely matched those issued to Blatty, which also contained 
accountin for both versions. The benefit to 

said that had not yet made money on the new calculation 
when it resorted back to the old calculation. During the time when 

I Ibegan negotiating his new deal with WB,I Ilied to 
Blatty by denying that he had ne otiated a new deal for himself. 
When Blatty confronted calculations on the 
new film,l Itold him to ask because it would be 
improper for him to discuss one part~c~pants deal with another 
participant. . 

I I 

ladv~sed that I I 
Inew deal was a better 

~~-~-~--~~---~--~----~ calculation on the spectrum then a net-profit deal. 

I Isaid that the new version of The Exorcist was not 
a new film, but a different version of the same film. The two 
movies were very similar to each other, with the new version having 
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a few minutes of additional footage that were not available on the 
old version and editing to the sound .1 1 advised that there 
were several versions of the film made over the years for various 
reasons such as time constraints or edits to certain content. 

~~~~~Isaid that the reason that foreign TV revenue was 
approximately $152,000 lower on the June 2001 statements than on 
the December 2000 statements was mostly accounted for because the 
revenue from Spain went down by $200,000 during that period. This 
was most likely attributed to the Spain contract being cancelled 
for some reason, possibly a dispute with the Catholic Church in 
Spain. 

1 1 said that approximately $2.7 million in revenue 
from France was entered into the system as revenue for the old 
version instead of the new versiqn because of a data entry error. 

1 said that each film has a unique number assigned to it for 
~a~c~c~o~u~n~t~ing purposes. When the employee in France entered revenue 
for the new version, they inadvertently entered it under ·the old 
version's uni ue number. When this mistake was brou ht to 

~ ___ ~ ____ ~said that the mistake was understandable, since 
the employee probably just saw the money as revenue for the 
Exorcist. 

b6 
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said that b6 

he believed CBS was the 
highest bidder. The film was offered to al+ of the networks, and 
only HBO and CBS showed any interest in it. HBO offered $1 million 
and CBS offered $1.5 million for a one time showing. WB believed 
that CBS wanted to show the film on Halloween night, which they 
never did, and the contract expired. Internal memos which document 
this claim have been offered t There was current I 
network contract for the new version. 

This meant that the information 

Referrin to the issue of 

b7C 

~ndustry, b6 
b7C 
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that WB would deal with related parties at arms length. The new 
agreement that was never completed withl Jcontained this 
type of language. I Isaid that WB had an obligation to deal 
with related parties fairly. He said that both WB and their 
related parties did business with each other and with unrelated 
parties on a regular basis. There were lots of examples of license 
agreements with both related and unrelated parties to compare to 
show that WB did not give better deals to related parties.~I_~--~ 
added that HBO, which is a related party, is usually the toughest 
client for WB to deal with. 

I 

~_~~~Isaid that it is in the ,best interest of WB to 
maintain a good relationship with it's participants, and to treat 
them fairly. WB may want to do projects with the same people in 
'the future. 

At any given time, there are approximately 125 to 150 
audits of films ongoing by companies representing participants. 

I 

I Ipersonally negotiates settlements for the company when 
discrepancies are found.1 Isaid that for decisions, when it 
could go either way, he tended to err on the side of the company. 

~_~_~I'said that it costs a lot more money to advertise 
a film today than it did 30 years ago. The percentage of cost to 
revenue was much better in the 1970's than it is today.1 I 
said that he has never been found to have fabricated any expenses 
and that to the best of his knowledge, the same is true for WB. 

When disputes arise between WB and participants, the 
calls usually come intol 
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Synopsis: Lead for NY to conduct interview. 

Details: LA is investigating Warner Brothers Studios (WB) to 
determiPl whether Bill Blatty an~ 

_ respectively, o~ the mo~v~i-e-s~·~·T~h-e~E=x-o-r-c~i-s~t~lI~a-n-d~~II=T~h-e~ 
Exorcist: The Version You·ve Never Seenll (the MOVIES) were 
defrauded by WB concerning their profit participation in the 
movies.1 land Blatty have claimed that WB defrauded them 
in several ways. Those included issuinq differing accounting 
statements (aka Top Sheets) tol Jand Blatty, citing 
different amounts of money received by WB and different expenses 
paid by WB. 

~ __ ~~~Iand Blatty also claimed that they were 
defrauded when WB sold the Network television rights to the new 
version to CBS for $1.5 million, after NBC had offered $2 
million.1 land Blatty said that WB gave the cable rights 
to the new version to TNT, a related entity, for free. WB 
contends that they had to give the film to TNT because they had 
the rights to the old film at the time when the new film came out 
in the theaters. In exchange for TNT not airing the old version 
at the same time they gave them the right to the new film for 
free. 

I land Blatty said that this was unnecessary due 
to the fact that TNT·s license was due to run out for the old 
version prior to the release of the new version~ land 
Blatty stated that in their view, the new version should have 
been sold to TNT for between $20 million and $30 million, and 
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that the reason it was given for free was because TNT was a 
subsidiary of .WB. 

land Blatty also allege that WB did not 
allocate e~n-o-u-g-hr--m-o~ney to the MOVIES when they sold them as part 
of mUltiple film packages. 

~~~ __ ~I and Blatty also say that there have been 
several mistakes, which they believe were deliberate, in the 
accounting for income and expenses of the MOVIES. They contend 
that this was deliberately done to cause them to lose residual 
money rightfully owed to them. These include $2.7 million in 
revenue from France being added to income for the old version 
when it belonged to the new version. They also include foreign 
TV income going down from one statement to the next when it 
should have gone up. 

~ ______ ~Iand Blatty have filed a civil lawsuit in 
federal court against WB alleging many of the complaints noted 
above. Blatty told interviewing agents that WB had offered to 
settle with him for $1.7 million, but that he thought 
approximately $3 million would be a more fair number. Blatty's 
deal as writer of the MOVIES was a net deal for 30%. ~I __________ ~ 

I I 
I I during 

the time perlod In questlon. LA lS requesting that NY interview 
I Ito determine his knowledge of the details regarding the 
transactions noted above. 

Additionallv I 

I 

followin9: 
Specific questions for ~I ____ ~I should include the 

1) Time of employment at either Time Warner or Warner Bros 

2) Job title, responsibilities, and supervisory chain of command. 

3) During the reJevanf time period, the people that were 
supervised byl _ their titles and responsibilities. 

4) The de~ails regarding the bidding for the network rights to 
the. revised Exorcist film. Who bid for the movie· and what 
amounts of money did they offer? Was CBS the highest at $1.5 
million or was there a bid from NBC for $2 million? 

2 

I 
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5) The details regarding the negotiations with TNT for the cable 
TV rights to the new Exorcist film. What wasl I 
involvement? What was the value of the new film for a cable TV? 
Why was the movie given to TNT for no additional license fee? 
Was it given to TNT without a fee because they are related 
companies? 

6) Didl I know at the time that such deals would deprive 
I land Blatty of their rightful share of the movie's 
earnings? Did he ever discuss, with anyone, that Warner Bros. 
was acting in bad faith and being dishonest with I land 
Blatty? If so, who did he have.the discussions with? 

7) During the relevant time period, were there discussions at 
Warner Bros. about lowering the amount of monies that were being 
paid in residuals? If so, what was the nature of those 
discussions and what actions were being taken to decrease the 
amounts owed to residual participants in Warner Bros. films? 

8) Since TNT did not pay for the new film, was there any quid pro 
quo to Warner Bros. for giving them the film rights? If so, what 
did Warner Bros. receive? 

9) How were the per-film prices derived for group license fee 
agreements? Was there a deliberate method to allocate fees to 
each film so as to limit, or negate the need to pay p~ofit 
participants in the film? 

10) Were there any bonuses paid to executives at Warner Bros. 
based on improving earnings by decreasing the amounts paid to 
profit participants? 

11) Please obt:i: a:neraJ personal information and educational 
background fro~ land ask if he would be willing. to 
testify in a crlmlna case. 

3 
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• To: New York From: Los Angeles • Re: 196C-LA-227702, 05/30/2002 

LEAD(s) : 

Set Lead 1: 

NEW YORK 

AT NEW YORK 

Interview; I New York, NY, 
telephone number I I Use the background and list of 
questions above toacilitate the interview . 

•• 

4 

-----------------------------------------------------. - - ---------
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FEDERAL BUREAU OF INVESTIGATION 

Precedence: ROUTINE Date: 07/05/2002 

To: Los Angeles At tn: A/ SSAL-,I =",....-,....--_____ ....... 

Squad WCC-4 

From: New York 
Squad C-l 
Contact: SA L-I ________________ ----I 

Approved By: 1'--________ ----'1 pj c 

Drafted By: ~tj 

Case ID #: 196C-LA-227702'-(Pending) 

Title: UNSUBSi 
dba AOI, TIME W~ER· 

I ~BILL'BLATTY-VICTIMS 
MFi OO:LA 

Synopsis: To report results of lead from LA to NY dated 
05/30/2002. 

Details: ~~~~ __ ~~~~~~~ ________ ~~~~~d to 
interview New 
York, New York. 
business card with '----_ .... 

and SA '---_ ...... 

from I 
.~~_ ...... Ireceived a telephone call 

~~_~~a,ttempted to schedule an interview with 
~~~~~~ __ ~of the nature and purpose of the 

to speak with S~ I 
~ __ ~~~n~_2~0~ 2002, SAl Ireceived a telephone call 

~~~_~~~~_~~~who identltlect filmself asS lattorney. 
advised that he was locate~in 

,--~~~_~~_~_~ __ ~ ___ ~ __ ~_~~~~ ____ -ca~t~tempted to 
schedule time for he and to meet with S L--__ --I 

On July 3. 2002. SAl 
contact with~I~_~_~ __ ~~---I 
that LA would handle the mattef 
represented byl I A/SSA_ 
action by NY would be necessary~~~~ 

lof his 
SAL..I __ ----I 

was now 
~~~t~h""at no further 

"'Uf>lOADED 
W1THfTEXT / 4' --

WiTH/OUT TEXT e· .,Pk 
BY f:7, i': . 

• o ...... j I j '. "'I': ..... 1 ~ 
DATE, . r ~:t, a .. ,;, .... "" 
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1 • To: Los Angeles From: New York 
Re: 196C-LA-227702, 07/05/2002 

LEAD (s): 

Set Lead 1: (Adm) 

LOS ANGELES 

AT LOS ANGELES 

Read and clear . 

•• 

2 

• 
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.. ~ 
FD-302 (Rev. 10-6-95) • 

- 1 -

FEDERAL BUREAP OF INVESTIGATION 

Date of.transcription 07/12/2002 

I I date 
in t e rvi eweL..a...---a"'"t---.fi-l....-s---r..-a--c ..... e 0 f em 

was 

~--= __ -:-________ -:-__ ..,.... ______________ ...,..~-:::"'! ____ -=--~ Gl endal e t Cal i f orni at 

telephone numberL..-~ ____ ~~~"'" After being advised of the 
identities of the interviewing agents and the nature of the 
interviewtl I provided the following information: 

Prior to workin worked for 
Brothers 

Warner Brothers records that were 

supervisor 
he worked 

t at ln most instances t 

I I from Warner Brothers I 

I 
Warner Brothers. I I Warner 
Brothers and st i l .... l'l"""'""""hr-"a-d........-m-a-n-v..,.....fr .... l-e-n ........ ds---:"t ..... :h-'e-r-e-.I.,...-----......... :.:.===------, rl 
~-----------------------------------------------------------~Is-a-l~d~that 

I 
from Warner Brothers becaus~ I 

I 
Warner Brothers I Idid not know where 

1 

such a story would come trom but wanted to make lt clear that he 

:
arner Brlther:s was quick to corr:ct them .... 1 ______ ~~ldescribedl 1 1_ _ _ 1 Warner Brothers as th .... e-m-o-s-t:-' 
onest, uRstan lng person you could meet.1 I 

~ Jwarner Brothers L 
1~. ________________ -....Ilto let them view any records they had a right to 

Investigation on __ 0~7~/=1=1~/=2~0~0~2~_m Glendale, California 

File # 196C-LA-227702 -55 ~ 
SAl 

by SAl 1£13 
Date dictated 

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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196C-LA-227702 

• • 
Continuation ofFD-302 of _-I.. _______ ..L-___ --'-_______ ,On 07! II! 2002 ,Page __ 2 __ 

see. Participants in Warner Brothers projects were to see 
all of the records they wanted relating to a~n~~~~~~~~w~e~r~e~ 
charqed for on their account in statements. 

upstanding of 
participants. 

I I said that the only issues he knew of with 

most 

participations involved occasional interpretation differences in 
contracts~ I said that occasionallYt the studio's 
interpretation with regard to certain charges would differ with the 
interpretation of the participant's auditor. However I Isaid t 
the positions that the studios took as a whole were widely known in 
the industrYt especially by the auditors. 

When asked by the interviewing agents if he knew of any 
fraud or deception going on at Warner Brotherstl Isaid not in 
thel Isaid that he knew of an 
incident in the International Television Accounting Departrent 
where Warner Brothers wa$ sued.1 Isaid ~hat·~I ____ ~_ 
I Ihad sued Warner Brothers aIle in unethical . . 
on the part of warner;;;......;;;;B..;;;r;..;o;..;t;..;h;.;;.e.;;...;;;.r..;;;s....; . ...L.. __________________ --,.----J 

foreign TV sales as a signing bonus. alleged that 
Warner Brothers was not entitled to t e slgnlng bonus. The 
contract was entered into in approximately 1996. The discrepancy 
was found and the issue was settled without going to trial in 
approximately 2000 or 2001. Warner Brothers corrected the contract 
accounting on all of the films involved in the Taurus contract. 
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- 1 -

FEDERAL BUREAU OF INVESTIGATION 

Date of transcription 03/04/200=2 __ 

~ __ ~ __ ~~~~~~~ __ ~~IWARNER BROTHERS, 4000 
Warner Boulevard, Burbank, California, telephone number I 

I Iwas interviewed at his place of employment and in~t~h~e~-----
presence of his attorney I I After being advised of 
the identities of the interviewing agents and the purpose of the 
interview, I Iprovided the following information: 

BROTHERSL-______ ~~=_~~~=_----~--------------_,--~------~ 
pending between WARNER BROTHERS and and WILLIAM 
PETER BLATTY. The lawsuit concerns a fllm named THE EXORCIST. 

WARNER BROTHERS makes and distributes approximately 
(30) films per ear. WARNER BROTHERS roduces man 

Investigation on Angeles, California 

File # Date dictated 
~~~~~---II....&...~~------k"""""""jh~7I-

by 

J 

I 

---;----------------~~----------------------------------------

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and i1s contents are not to be distributed outside your agency. 
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196C-LA-227702 

Continuation ofFD-302 of __ ~ ____________ ~ ____________________ ,On 02/26/2002 

Some years ago, ART BUCHWALD filed a lawsuit reI 
the net profit participation agreement that he negoti~ted 
film that he wrote (COMING TO AMERICA_) _ BUCHWALD sued be 
did not receive any participation revenue despite the fact 
movie was a certified hit that seemed to have made a subst 
amount of money at the box office_ BUCHWALD sued because 
not understand the full array of costs that the film compa 
permitted to recover before BUCHWALD was entitled to recei 
participation revenue 

What BUCHWALD did not understand was 

, Page 2 

ating to 
over a 
cause he 
that the 

antial 
he did 
ny was 
ve anv 

UCHWALD'S 

~lS 

sltuatlon WARNER BROTHERS 

After the BUCHWALD lawsuit, WARNER BROTHERS J 
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Continuation ofFD-302 of --L _______ J----------- ,On 02/26/2002 ,Page _.....:3=--_ 

WARNER BROTHERS has had many similar disputes with~I ______ ~ 
and BLATTY over the contracts that they entered into relating to a 
film called liTHE EXORCIST. III I and BLATTY filed their first 
lawsuit against WARNER BROTHERS in 1974. There have been other 
disputes since that time, and I land BLATTY are now involved 
in another lawsuit relating to the same film. In 2000, WARNER 
BROTHERS released an updated version of the film. Although the 
updated film was billed as the IIversion that you've never seen,lI 
the original and the remake are substantially the same. The only 
differences are eleven (11) minutes of new footage and an some 
difference to the soundtrack. 

The new lawsuit is inconsequential 1 1 

expressed surprise that the Federal Bureau of Investigation would 
take an interest in the issues that are being raised in the suit. 
All of the major issues relating to this film and the conflict 
between WARNER BROTHERS and I ~LATTY were resolved in the 
earlier litigation and WARNER BROTHERS views this lawsuit as a 
II mop-up II of the remaining details. 

The bulk of the current disagreement relates to different cost 
statements that were received by I I and BLATTy.1 1 and 
BLATTY contend that they should liave received identical statements 
because the statements refer to the same film, THE EXORCIST. 

BLATTY 

oint that WARNER 

was struc etween WARNER BROTHERS and 1....-___ ---' and the older 
agreement that remains in place between WARNER BROTHERS and BLATTY. 

I explained this to counsel fori IBLATTY, but counsel 
does not seem to understand this point. 

WARNER BROTHERS is willing to provide access to all documents 
that are necessary to satisfy interviewing agents that there 
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Continuation ofFD-302 of --L-______ ---I>--.---------- ' On 02! 26! 2002 , Page __ 4=--_ 

BLATTY. 

reflect the lengthy negotiations between WARNER BROTHERS 
I I the attorney who represented~ ______________ ~ 
with WARNER BROTHERS. 

BLATTY also char e that WARNER BROTHERS further 

other, supposedly independent operating divisions of WARNER 
BROTHERS's parent company, AOL-TIME WARNER. Specifically, 

I IBLATTY claim that WARNER BROTHERS sold at a discount or 
just plain gave away the television and cable rights for the film. 
I ~ land BLATTY claim that WARNER BROTHERS could have 
negotlated more lucrative contracts had it negotiated wit~~h~ ___ ~ 
companies that were not affiliated Wt'th AOL-TIME WARNER. I I _ ~.------~ 

The situation surrounding THE EXORCIST is unique because it 
concerns an existing film that was re-released in th 
onl limited differences. 

TURNER NETWORK TELEVISION 
TNT" possesse eVlSlon rights to the older version 

of the film. TNT, lr;;i.;;.;k;.;;e_....;.......;;;;.;.;;;;;..;;.;;......;;;.B.;;.R;..;O....;;T;.;;H.;;;;E;;;.;R;.;;.S.;;..:..,_i....;;s _____ a_·n....;....o.;;..p~e..;;.r....;.a;..;t;.;;i;;.;;n~_d=i....;.v..;;;i;.;.;s;.;;i;;.;o;..;;n;.;.;......., 
of AOL-TIME WARNER 

lon. urlng a eposltlon of 
~ ___ ~said that he knows that WARNER~B~R~O~T~H~E~R~S 
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Ihad an b6 

eVldence that network really wanted to buy the rights to 
the film_ ~------~ 

L.,-____ .....,....,,~Irecognizes that I land BLATTY may not think 
that $1.5 million is a sufficl~e~n~t~~r~l~c~e for an undeniabl high-

film like THE EXORCIST I 

In this sense, it is reasonable for televlsion and 
cable outlets to place a higher value on a film that was not as 
highly-regarded by critics and moviegoers, because these other 
films can be played at during better time slots. 

1-------------------"""1"-:===~=_:! interviewing aqents. 
WARNER BROTHERS and I has 

over whether the FBI I did 

the conflict between WARNER BROTHERS and 
~ ________________ ~---------~~~~~ would be 
of use to interviewing agents. I IL...-------------

I lexpressed concern over the nature of the 
investigation that was being conducted by the FBI.I I 
recognizes that there could be differences of opinion over some of 
the valuations and allocations relatin to THE EXORCIST, b~u~t~ ___ , 

THE EXORCIST that it has 
~-~~-~~-~~-~~----~~---~~----~ used for all of lts fllms over the years. indicated that 
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there was no fraud involved in the way that WARNER BROTHERS treated 
I IBLATTY and their film. 

At the conclusion of 
uestions relatin to the 

asked a number of 

Intervlewlng 
ecome aval able to the 

public at a later date should a case be brought to trial or a 
Freedom Of Information Act request be filed. Interviewing agents 
also instructed that it might become necessary to provide some 
information to other witnesses in order to frame questions and 
gather additional information. 

I I also wanted to know who it was that had the political 
clout to convince the FBI to investigate a little thing like this. 

I lasked whether it wasl I BLATTY, their wives, agents, 
or lawyers. Interviewing agents stated that the FBI receives 
complaints from many different sources and that it investigates 
based on the allegations, not on the individuals who make those 
allegations. 

Finally, I loffered to place a gentleman I s wager on the 
outcome of the investigation. Having supplied beverages to the 
interviewing agents earlier in the interview, I I offered to 
"bet" a Diet Coke that the FBI would conclude that there is no 
criminal conduct involved ih this matter. 
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EAGLfl1;IT Approved By: 
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Case ID #: 196C-LA-227702 (Pending) --\0 

Title: WARNER BROTHERSi 
WILLIAM BLATTY VICTIMi 

I ~ VICTIMi 
MF, SECURITIES FRAUD 

Synopsis: Close case. 

Details: This case is being closed at the direction of ADIC 
Ronald Iden as rela ed b A/ASAC Investi ation 
date 

I '2:;Zc) e \7'0 0\ .O-z... 

lnvestlgatlon 0 t lS matter lS no 
recommends this matter be closed. 

Los 

1d ~ 

b6 
b7C 

b5 
b6 
b7C 




