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SUPREME COURT 01;' ' I 'HE  S'TATE OF NEW YORK 
COUNTY OF NEW YCIKK: COMMERCIAL DIVISION 

SHARON CARROLL, d e r i v a t  i v p l y  on behalf 
nf nominal dpf endant. CITIGROUP INC . 

- -x - - .. - -  

P l a i n t i f f ,  
Iridex No. 600645/06 

-against .  -- 

SANFORD I. WEILL, C. MICHAEL ARMSTRONG, 

KENNETH T. DERK, JOHN M. DEUTSCH, 
ROBERTO HERNANDEZ FWMIKEZ, 
ANN DIBBLE JORDAN, DUDLEY C. Mk;CUM, 
RIC'IIARD D. E)ARSONS, ROBERT E. RURTN, 
FRANKLIN A .  THOMAS, STANLEY FISCHER, 
Kk:IJHEN MARK, ALFRED0 HAKP IIELU , 

A L A I N  J.P. BELDA, GEORGE DAVID, 

MICHAEL TERlIY MASIN, ANLIHAIIII b ; .  PEAH,SC)N, 

Def eridarits, 

A I l d  s+ 

Charlea Edward Ramos, J.S.C.: 

Cit- igroup I n c .  (Ci t - igroup)  shareholder, Leonard Manri, moves 

f o r  an award of $ 3 3 0 , 0 0 0  i n  a t t o r n e y ' s  fees  and $1,493.48 in 

expenses for h i . s  counsel., JLawrence Schonbrun, Esq., for legal 

scr-viccs  performed i n  connection with Mann's obj  ect ior i  t o  t h e  

proposed set . t lement  (Se t t l emen t )  in t h i s  action. 

Background 

On February 2 4 ,  2 0 0 6 ,  plaintiff Sharon Carroll ( P l a i n t j . f E )  

f i l e d  a sha reho lde r  d e r i v a t i v e  s u i t  alleging that members of 

Citiyroup's board ( t h e  Board) breached i t s  f iduc j - a ry  du ty ,  

gx-oss1.y mismanaqed the  company, and wasted c o r p o r a t e  assets by 

f a i l i nc j  t o  implemerit adequate i n t e r n a l  c o n t r o l s ,  which i n  t u r n  

l e d  t o  a s e r i e s  of irnpropcr financial arrangement-s w i t h  p u b l i c l y  
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t raded  companies. Facing s e r i o u s  obstacles t o  l i t i q a t i . o n ,  

P l a i n t i f f ' s  (:ourisel sought t,o settle t h e  a c t i o n .  

T h e  propo:;ed Set:tlemer-it contained a yei- ieral  rclcase o f  a l l  

claims ayairist. t.he Hoard. Add i t iona l ly ,  C i t iy roup  aqr-eed t o  

adopt c!~t'r-t.ari.ii irit.crria1 c:or-porate governance measures , and L o  pay 

P l a i n t i f f ' s  aLt-ormeys $ 3 .  3 rnillioii i n  leyd fccs (Se t t .1  ement,, 7 )  . 

O n  February 2 8  and March 1, 2 0 0 7 ,  t h i s  Court he ld  a hear ing 

t o  deter.riiine t h e  f a i r n e s s  of L l i e  SeLLlemeiiL. . Two alia rx1ic)lders , 

S L eplier-i IIocliriial-i and Leor-iar-d Mami ( O b ~ j  e c t  or) , obrj ec: t ed t-o the 

Sett21ement. A f t e r  cons ide ra t ion  of a l l  o f  t h e  submissions arid 

arguments, t h i . s  C o u r t  r-eject-ed the Set t lement  , fii-iding t .hat  it. 

w a s  "nc i t t i c r  f a i r  nor  reasoriablc t o  [:it-icjroup arid i t s  

sharehol .de7-s"  (Decision, 2 ) . F u r t h e r ,  the Court. deter-rnir-ied t h a t  

t h e  Sctt-lemcnt. pe rmi t t ed  F la i r i t i f  f 's counsel  and the Board t o  

takc: t l i c l  " l i o n ' s  sha re  of the benefits ( r -e lease  from t h e  a c t i o n  

and at.t.or-neys' fees )  , while  l eav ing  t h e  corpor-a t ion  w i t h  t h c  

b i l l  f o r  l i t i g a t i o n  (id. a t  31). 

'I'he Objec tor  n o w  s e e k s  a t t . o rney ' s  f e e s  f o r  h i s  counse l ,  

Lawrerice Schonbrun, Esq. , on the ground that Clitigroup benef i t . t e d  

from M r .  Schonbr-uri' s e f f o r t s  i n  opposing t h e  proposed SeLtlement , 

insofar -  a:; i t  111 t i m a t e l y  d i d  riot have t o  pay $ 3 . 3  m i l l i o n  i n  

at . t .orneys'  fees  f o r  P l a i n t i f f  s counse l .  

Discussion 

A .  E n t  i t 1 , e m e n t  t.o A t to rney ' s  Fees 

Hiusiness Corporat ion Law 5 626 (d) pro-vides t h a t  a 

shareholder d e r i v a t i v e  a c t i o n  " s h a l l  not be d i s c o n t i n u e d ,  
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coi-nproinised 01- s e t t - l e d  , without t h c  approval of t h e  cour t  havj ng 

jur isdicLioi- i  of t h e  acti.011. This scet.iori s c e k a  t o  pr-olrecL the  

i r i t  EII-FIS~:; of t.hc c o r p o r a t i o n  ;ind its sl-iar-el-ioldcrs by d i  scmir~ayiiiy 

“t.he priv(3t.c seLLlernei-it of a d e r i v a t i v e  claim under w1iic:l i  a 

s~iar.eholcler-1,lai .ntiff:  and h i s  att.orriey pcrsonaJ.ly p r - o f i t  t o  t.lie 

excl.u:;i on of t.he co rpora t ion  and t h e  o t h e r  sharehol  ders” 

( M o k h i b e r  on Heha7, f  of F o r d  M o t o r  Co. v Cohn, 783 E’ 2d 26‘ 27 [2d 

Ci r: 1 9 H 6 1  ) . For L l i i s  r eason ,  courts a r e  r e y u i r c d  t.o revj.ew the  

sEit . t l(~mcnt.  and dei-erruirie whether i t  is fair arid reasonable  (id. ) . 

Ob- j  ectrors have a valuabl e a n d  i m p o r t . n n t  r o l e  to perform i n  

prc!vcrit.inq cc711usivF: or otherwise unfavorable set tlernents ( Wh.i te 

v Aucr -hach ,  500 F 2d 8 2 2 ,  8 2 8  [2d Cir 19’/4]) . Thus, o b j e c t o r s  

arc cnL.i t led t o  c:ompensation for a t t o r n e y ’ s  fees and expenses 

wlicre ci proper- s h o w i n g  i.s made t h a t  t h e  set t lement .  was improved 

a s  a r e s u l t  of their e f f o r t s  (id.; Wal-mart Stores  v Buholzer, 

1.S6 Fed Rppx 3 4 6  [2d C i r  ZOOS]). 

Moreover, a t r i a l  judge has “broad discretion i n  dec id ing  

whet .her ,  arid in what. amount , a t t o r n e y s  fees  should be awarded, ” 

because h e  i s  in t h e  bes t  position t.o det-ermine whether t h e  

p a r - t i c i p a t i o n  of ob j  ector-e a s s i s t e d  the cour t  arid cnhanccd the 

recovery ( W h i t e ,  ‘00 F 2d a t  8 2 8 ) .  Therefore ,  this Court must  

determine whether ,  aiid t o  what. ex t en t  , t h e  Objec tor  c o n t r i b u t e d  

t o  the rej e c t i o n  of the Se t t l emen t .  

I t  1.3 ev iden t  from the record  t h a t  t h e  Objector, by h i s  

c n u n s ~ l  Mr. Schnnhrrun, played a s i y n i f  i c a n t  role i n  t h i s  Court.‘ s 

deci .s ion t o  r e j e c t  t h e  Se t t lemcnt ,  arid the  f i n d i n g  t h a t  t h e  it 
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w a s  u n f a i . ~ :  arid unr-easoinablc, F o r  inst-ance,  the Court noted tliree 

s i cjii i f i c ant i s s 11 e 5: t 1-1 a t t he Ob j e c tr. o r  de rnon s t r a t. e d , 

T o  c3erric:)r-i:;trate “mutual hack :;c:ratcl-iii-iy” , Mann LObj ec to r l  
f i i - s t  p o i n t s  t o  t h e  underlying clairris of Act.] on 11, arid 
a rgues  t h a t  t.hEt complaint 01-ily calls for- r e l i e f  in t he  form 
of monetary comppnsation f o r  darnayes suffercd by the 
ccjrpora t i O T ~  a ~ i d  t h a t  co rpora t e  yovermance changes were Iievcr 
cont.emp1 ated a s  a form of r e l i e f .  Furthermore, t h e  chanycs 
that. persons assocj ated w i t h  the se t t l emen t  assert. were 
ciaused by t h e  p l a i n t i f f ’ s  complaint and demand l e t t - e r  were, 
i n  fact, a l r e a d y  occurr ing  and t.herefo,re cannot be pr-oper-ly 
aI:I:r.ibul-:ed to p l a i n t i f f  aiid her counse l .  L a s t l y ,  Marin p o i n t s  
t o  both p l a i n t  i f f ’  s counsel arid deferise counsel agreeing 
that. t h e r e  w a s  no evidence supportinq any of t h e  accusa t ions  
of c3i rect-or  mi.sconduct ,  l-,ut ye t  no explariat i on  i s prroffcrcd 
,?3:3 to why Ac!t.ri.on I H  w o i i l d  not  be disrnissed on motion, j u s t  
l i k e  t he  o t h e r  lawsuit:; (Decis ion,  1 4  15) . 

Additional ly, t . he  Objec:tor-’:: efforts r e su l t . cd  i n  su1ist:aritial 

benefi t.s for C‘it.iqroup shareholders, insofar- as Ci t ig roup  was not 

r equ i r ed  t..o pay $ 3 .  3 m i l l i o n  i n  at . t .orney’s fees  for P1airiI:iff’ s 

counse l .  

H. C a l  C U I  at.i.on of Attorney’s Fees 

I n  a d d i t i o n  t o  a t t o r n e y ’ s  f e e s ,  M r .  Schoribr.un i s  e n t i t l e d  t o  

a “ m u l t . i . p l j . e r .  ” Genera l ly ,  the “Lodestar”  met-hod i s  employed t o  

c a l c u l a t e  r easonab le  a t t -orney’  s fees (Friar v V a n g u a r d  Holding 

Corp.  , 1.25 A D 2 d  4 4 4 ,  4 4 7  [2d Dept 13861 ) . The Lodestar  f i g u r e  i s  

cal.culat.ed by mul t ip ly ing  t h e  reasonable  hours expended 011 thc 

a c t i o n  by a r easonab le  hourly r a t e  (id.). The f e e  i s  t-hen 

adjusted based upon a number of f a c t o r s ,  i nc lud ing  t h e  r i s k i n e s s  

of t h e  l i t i g a t i o n ,  t -he novel ty  arid complexity of t h e  a c t i o n ,  arid 

the success achieved  based upon ( S h e r i d a n  v Police Pension Fund, 

76 A D 2 d  8 0 0 ,  801 [l’‘t Dept 1 9 8 0 1 ) .  

In the event  that the cour t  f i n d s  t h a t  an a t tor i iey  spent 

[* 5 ]



excessive or unr-easonable l i o i i r s ,  i t  rriay e x d u c k  t h a t  amount. from 

t h e  c a l c u l a t i o n  ( . I t 7  re .Independent Encrgy  I l o l d i n q  PLC Sec. 

L i t i q . ,  2 0 0 3  IJS Jli st T , F : X T S  21322, “5 [SDNY 20031 ) , F u i - t h - r ,  a 

“rriultipli er” s h o u l d  hc cmployc?d whcre t.he Lodc!st.ar r-net.hod does 

not adequat.ely compensate the appl icanLs for- t h e  r i s k  of 

l i t . i q a t . i o n ,  tlie complexity of t h c  i . ssucs ,  a r i d  t h e  berief it secu rcd  

(see e . g .  S e i g a l  v M p r r i c k ,  1.980 W l l  1411, *k3 [SUN.Y 19801). 

ML.. S(c l i (>r ihni i - i  suhrnitted a detai.1.ed b i l  1i.ng surrirnar-y OL L l i c  

work he ~erfor - r r ied  i n  t h i s  case (Schnnbrun Dec la ra t ion )  . 

Mulll.ipliei. a s i d e ,  MY-. Schonbrun seeks ;I I lodes t a r  fee arriourit of 

105. :3 07- 1 3 8 ,  5, r c p r c s c n t i n g  t h e  a d d i t i o n a l  3 3 . 2  hours  f o r  tlie 

amount of t.imc hc. spent  l i t i y a l r i n g  a t  Lor‘ney f ees .  Mul t ip ly ing  

t h e  number of h o u r s  by an hourly r a t e  of $SOO, M r .  Schonbrun 

ar-rive:; at the Lodcst.ar f i g u r e  of $52,666.67 arid $63,250 (id.) . 

M r .  Schonbr- iJn a d d i t i o n a l l y  seeks a multiplier of 6 .  2 7  for- the 

Lodest-ax- amount, exclridiny the t i . m e  h e  spent l i t - i g a t i - n g  the 

a t t o r n e y ’ s  f e e s  i s s u e s ,  and 4 .  7 7  f o r  t-lie Lodestar- amount 

including tlie time he spent  on attorney’s f e e s  i s s u e s ,  t o t a l i n g  

$ 3 3 0 , 0 0 0 .  F j . na l ly ,  M r .  Sckoriburn seeks reimbursement of $ 5 , 3 4 6 .  

2 1  i n  expenses (id.). 

The cour‘lr determines t h a t  t h e  Lodes ta r  f i y u r e  a lone  does not 

adequat.cly cornper-isat ion Mr. Schonbrun, e n t . i t l i n g  him t o  a 

m u l t i p l i e r .  MI‘. Schonbrun s i g n i f i c a n t l y  cont.ribut.ed t o  t h i s  

C o u r t ‘ s  f i n d i n g  t h a t  t h e  Sctt lement.  w a s  u n f a i r ,  and has 

s u f f  ic:i~.ritI.y demonstrated t h a t  the legal issue:; pi-eserited were 

complex. A d d i t i o n a l l y ,  t h e  r i s k  of ob jcc t . ing  t o  a proposed 
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sett.lerriei-it i n  ;I der iva t ivc!  lawsui t  is l i igh.  F i n a l l y ,  M r .  

Schonbrun’ s work secured a s u b s t a n t i a l  benefit. t o  C i t i y r o u p ,  

namely saviiicj i t $ 3  . 3 mi . l l ion ,  j u s t i f y i n g  t h c  awar-d of a 

i.nu1i:ipl ier- (accor- -d  Se iqnl ,  1380 WL 1411 at * 3 )  . 

rlcc!linir-lg t.o reward M r .  Schonbrun for his eflorts may 

u n j u s L l y  e n r i c h  those shareholders  not. d i r e c t l y  rcprcscnted by 

him who w i  1.1 e r i j  cly the b e n e f i t  of h i  3 work without cont r - ibu t ing  

a ~ i y  t o  hi s romper-isat ion (Wdshinyton F c d .  Sav. and L o m  A S S O C .  , 30  

Mist 2c3 a t  2 2 7 )  . Moreover, an a t t o r n e y  w h o  represcr1t.s ol-)Je(:tox-s 

i n  ~i :;ha7-~lliolde1- d c r i v a t i v e  suit: i s  a vindic:at.or of public: pol . icy 

(id.). 

Noncthe less ,  L l i e  court. bel i -eves  that. a m u l t i p l i e r -  of 2 for 

tl-le Lodcst.ar- amount, rather than 6 .  27 a s  r eques t ed ,  reasonably 

arid f a i r l y  corripensaLes M r .  S u h o r i b r u n  f o r  lii s c r v i c e s ,  i n  l i g h t  

of the factor:: d i s c u s s e d ,  

Defendants seek  t o  reduce the  Lodest-ar amount on the yrounds  

t h a t  the hours spei-it by Mr. Schonbr-un a r c  excess ive ,  and t h a t  t h e  

objections that he prescnLed were s t r a i g h t f o r w a r d .  However, 

Defendants f a j , 1  t.o demonstrate t h a t  the t ime spent  by M r .  

Schonbrun was excess ive  o r  unreasonable .  

However, M r .  Schonbrun is not  e n t i t l e d  t o  f ees  spen t  on t h i s  

app1ic:atiorl for a t t o r n e y ’ s  f e e s ,  insofar- a s  t -hat  would r e s u l t  i n  

t.ke d j . m i i i u t i o n  i n  co rpora t e  assets. An a t t o r n e y ’ s  work on a fee  

appl j . ca t ion  is not  t.o be counted i n  setting a t t o r n e y  fees, 

t h e  fee will resu1.t in t he  dirninutinn of corpnr-ate  asset-s ( S e i g a l  

v Merrick, 619 F 2d 1 6 0 ,  1 6 5  [2d C i r  1 9 8 0 1 ) .  

w h e n  
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F u r t l i e r m o r c  , M r  . Scl-mi-ibrun has  not. demonst.rated t .hat  an  

hourly f e e  01 $ S O 0  i s  j u s t i f i e d .  M r .  Schonbi-un does  not  bill 

c l i e n t s  f o r  h i  s s e r v i c ! c ) s ,  arid t-herefore,  has  no hourl.y b i . I l i n g  

r a t . e .  T o  deLemiine the reasonable  hourly b i l l i n g  r a t e ,  the 

"pr'e va i 1 i 1-ig inar-kc: t r a  t E!" o r  L.he r.a t e "preva i 1 i ng i n  the c:ornrTii.iI-ii t y 

for- :;irnila.r- servicies by lawyer:: of r-easonably compnrabl e ski.11. , 

cxpei. ience,  and reputatj on" a p p l i e s  ( B 1 u m  v Stenson, 465 US 886, 

896 [ 1 9 R 4 ] ) ;  b ' a i : . h o t k ~  v ClinLon C o u n t y ,  433 F 3 d  204 [2d C i r  

Z005l ) . MI-. Scl-ionhr-uri subrni.tted i.incont.rovcrtcd cviderice that.  t.hc 

curreriL riiarket rate f o r  at.t.orneys w i t h  2O+ years of exper-ience is 

$462 ( s e e  . I n  T C  C 'h i~on Cor-11. Sec.  L i t . i g . ,  2007 W I L  4249902 [NI) Ca1. 

20071 [court. a d j u s t . e c i  average hour-ly rate f r o m  $ 4 4 0  t o  $ 4 6 2  f o r  

a t - tnrneys  wi th  20-1 y e a r s  of exper ience  t o  account for t h e  

differ-el-ire i n  coa t  of l i v i n g  between the D i s t r i c t ,  of Co1.umbi.a and 

New York]  ) . 

Furthermore,  M r .  Schonbrun i s  not e n t i t - l e d  t o  f u l l  reco.very 

of expenses because he f a i l e d  to d i f f e r e n t i . a t e  between expcnscs 

r e l a t e d  t o  the o r i g i n a l  a c t i o n ,  and t hose  expended on t h e  

a t tor 'ney ' s  f ee  applicakion. Nonethe less ,  M r .  Schonbrun i s  

e n t i t l e d  t o  t r a v e l  expenses r-elat-ed t o  t.he f a i r n e s s  hea r ing ,  

arriountincj t o  $1, 3 9 6  .40. A s  per ot.her expenses, i n c l u d i n g  

pholocopies ,  f i l i n y  f e e s ,  r e p o r t e r ' s  t r a n s c r i p t s  and m a i l i n g ,  MI-. 

Sclionbr-un i s  c n t i t l e d  t o  an  equi t -ab le  arnourlt e q u i v a l e n t  t o  2/3 of 

the t o t a l  requested amount of' $1, 622.70. 

For' these rpasons, M r .  Srhonbrun i s  e n t i t l p d  t o  $97, 297 .20 

i n  a t t o r n e y ' s  f e e s ,  r e f l e c t i n g  1 0 5 . 3  h o u r s ,  a t  an hour ly  rate of 
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$462 w i t i l l  a m u l t i . p l i e r  of 2, arid $3,019.19 in expense::. 

Ac:cclr-dinyly, i L  is 

ORLIERED C h a t _  Ohj C C I  tor. l.,eoriar-d M a r i n ’  s mot i on for an award o f  

at.t.ur-rley’ 3 fees and expense:; i.s grantred; and it. is further- 

ORDERED that. aL. Lor-rley’s fees arid expcnses due t o  JJawrence 

Schoribr-uri, Esy. i:: assessed  i n  the amount: c ~ f  $37, 29./, 20 i n  

attorney’ :< f c c s ,  and $3013.19 in expcrises. 

D d t e d :  S~tpt.(:nLhiei 9, 2008 

J . S . C .  

W. CHIARES E, RAMQS 
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