IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

IN RE: RITE Al D CORPORATI ON MDL Docket No. 1360
SECURI TI ES LI TI GATI ON )
MASTER FI LE NO. 99-1349

Thi s Docunent Rel ates To: )
ALL ACTI ONS : CLASS ACTI ON

Dal zel |, J. March 24, 2005
MEMORANDUM

Nearly two years ago, we awarded to class counsel for
plaintiffs attorneys fees equal to twenty-five percent of the
$126, 641, 315. 00 Settlenent Fund that their "extraordinarily deft

and efficient” representation made possible. See Inre Rite Aild

Sec. Litig., 269 F. Supp. 2d 603, 611 (E.D. Pa. 2003)

[ hereinafter Rite Ald Il1]. Although we recogni zed that the award

was i ndeed "handsone," we nevertheless found that it was "in all

respects reasonabl e under the Gunter-Prudential factors. 1d. at

611; see also Gunter v. Ri dgewood Energy Corp., 223 F.3d 190, 195

n.1 (3d CGr. 2000); In re Prudential Ins. Co. Sales Practice

Litig., 148 F.3d 283, 336-40 (3d Cr. 1998).
To confirmthe reasonabl eness of the twenty-five
percent award, we perforned a | odestar cross-check. See

generally In re Cendant Corp. PRIDES Litiq., 243 F.3d 722, 742

(3d Gr. 2001) (exenplifying the cross-check anal ysis)

[ hereinafter Cendant PRIDES]. Consistent with our reading of

Cendant PRI DES, we used a "top hourly rate that blends the rates

of the senior-nost |awers at the firns of co-lead counsel” to

arrive at a lodestar multiplier of 4.07. Rite Aid1lIl, 269 F.




Supp. 2d at 611 n.10. Simlar nmultipliers appeared to be "fairly
commn," so the multiplier did not affect our conclusion that a
twenty-five percent award was reasonabl e. See id. at 611

Wal t er Kauf mann, one of the two objectors to the notion of
plaintiffs' counsel for attorneys' fees, took issue with our
deci si on and appeal ed.

"In all respects but one," the Court of Appeals held

that Rite Aid Il's analysis was "exenplary.”" Inre Rite Ald Sec.
Litig., 396 F.3d 294, 296 (3d G r. 2005) [hereinafter Rte Ad

I11]. The court recogni zed that the "percentage-of-recovery
nmethod is generally favored in common fund cases” and noted that
district courts should place "primary reliance on the percentage
of common fund method.” 1d. at 300, 307. Mbreover, it held that

we did not abuse our discretion in applying the Gunter-Prudenti al

factors. Id. at 302-305.

The only error that the Court of Appeals found in Rte

Aid Il was our use of "the billing rates of only the nost senior
partners of plaintiffs' co-lead counsel” in calculating the
| odestar nmultiplier. 1d. at 306. Notably, the court did not

hold that we erred in approving a fee award with a multiplier of
4.07. In fact, it carefully enphasized that multipliers "need
not fall within any pre-defined range, provided that the D strict
Court's analysis justifies the award.” 1d. at 307. Suggesting
that "[c]onsideration of nultipliers used in conparabl e cases may
be appropriate,” id. at 307 n.17, the Court of Appeals vacated

our decision and renmanded the case for further proceedi ngs
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consistent with its opinion, id. at 308. 1In short, we understand

Rite Aid Ill to require us to reconsider the reasonabl eness of a

twenty-five percent fee award after performng a | odestar cross-

check consistent with its refinenent of Cendant PRI DES. Id. at

306- 07.

The | odestar multiplier equals the proposed fee award
di vided by the product of the total hours worked by class counsel
and "blended billing rates that approximate the fee structure of
all the attorneys who worked on the matter."* 1d. at 306. Here,
plaintiffs' counsel has proposed a fee award of twenty-five
percent of the $126, 641, 315.00 Settl enent Fund, or
$31, 660, 328. 75. Al though the Court of Appeals generally permts
the use of blended rates to approxi mate the mathemati cal
precision of a traditional |odestar calculation, see supra note
1, plaintiffs' counsel already has undertaken that burdensone

task and conputed the | oadstar as $4,549,824.75. > See Pls.'

! W read the Court of Appeals's approval of "blended rates"
in conjunction with its recognizing that the "l odestar cross-
check cal cul ation need entail neither mathematical precision nor
bean-counting." R te AidIIll, 396 F.3d at 306. A traditiona
| odestar cal culation would require the court to nonetize the
val ue of the work that each | awyer expends on a case (by
mul ti plying the nunber of hours that she worked by her hourly
rate) and then to arrive at the "l odestar” by summ ng the val ues
of each lawyer's contribution. This sort of "bean-counting”
becones unnecessary if the court approxi mtes the | odestar by
simply multiplying an appropriate "blended rate" and the total
nunber of hours worked by all class counsel. Qur error in Rite
Aid Il occurred in "blending" only the rates of the nobst senior
attorneys when we shoul d have "bl ended" the rates of al
attorneys.

2 No one has chal | enged the accuracy of this calcul ation.
| ndeed, any objection would be pointless because we need not
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Conpendi um of Law Firm Affs. Because we have at our disposa
this relatively precise | odestar calculus, we find it unnecessary
to attenpt another calculus that could only yield a | ess precise
approxi mati on. Based on the $31, 660, 328. 75 proposed fee award
and the $4,549,824.75 | odestar, we conclude that plaintiffs'
counsel requests approval of a fee award with a 6.96 nmultiplier.
Havi ng conputed the nmultiplier, we nmust now consi der
whet her the twenty-five percent award i s unreasonably | arge and
must be reduced. Plaintiffs' counsel and the objectors?® cite a
bevy of allegedly "conparable" cases, but the facts of this case,
where counsel obtained a nine-figure settlenent of a securities
class action nostly froman auditor, are undeniably unique. As
plaintiffs' counsel stated at the hearing, auditors are rarely
defendants in securities class actions; no nore than six percent
of the securities class actions filed in 2003 and 2004 even naned
auditors as defendants.* Anong this rare breed, this case
appears to involve the largest class recovery on record agai nst

an auditor in a 10b-5 action, a fact no one at the hearing

validate the calculation with "mathematical precision.”

® valter Kaufmann filed a formal brief in opposition to
plaintiffs' counsel's renewed notion for award of attorneys' fees
(docket entry # 196), and the Pennsyl vani a Public School
Enpl oyees' Retirenment System and the New York State Teachers
Retirement Systemfiled informal letter briefs. Though we have
considered all of these docunents, only Kaufmann's submi ssion is
part of the record because only he filed it with the Cerk.

* Because auditors can always claimthat they relied in good
faith on the representations of a corporation's officers, it
seens |ikely that many of the 10b-5 clains initially asserted
agai nst auditors are dism ssed without need for trial.
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contested. Mreover, plaintiffs' counsel obtained these
unprecedented results without relying on the fruits of any
of ficial investigation.

We have tw ce before discussed the uni queness of this

case at length, see Rite Aid Il; see also Inre Rite Aid Sec.
Litig., 146 F. Supp. 2d 706, 734-37 (E.D. Pa. 2001) [hereinafter

Rite Aid 1], and we need not repeat that exposition again here.

Suffice it to say that, through the exercise of their
considerable skill, plaintiffs' counsel obtained a historic
recovery for the class in a rare and conpl ex kind of case where
victory at trial would have been, at best, renote and uncertain. ®
In conclusion, our recalculation of the multiplier does
not alter our original conclusion. Upon consideration of the
entire record, including evidence that the class nenbers
recovered only a fraction of their |osses, we conclude that it is
reasonable to award attorneys' fees equal to twenty-five percent

of the Settl enent Fund.

An appropriate Order follows.

1t is again worth stressing that the settlement here al so
i nvol ved these defendants' w thdrawal of their appeal of Rte Ad
I. Rte Aid | involved a host of conplex |egal issues, including
many of first inpression, and thus this second settl enent assured
the finality of the first. Though not subject to dollar
val uation, this aspect of the settlenent should not be overl ooked
or mnimzed.




IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

IN RE: RITE Al D CORPCORATI ON MDL Docket No. 1360
SECURI TI ES LI TI GATI ON
MASTER FI LE NO 99-1349

Thi s Docunent Rel ates To:

ALL ACTI ONS ) CLASS ACTI ON

ORDER

AND NOW this 24th day of March, 2005, upon
consideration of Inre Rite Aid Sec. Litig., 396 F.3d 294 (3d

Cr. 2005), class counsel's nmenorandumin support of renewed
notion for award of attorneys' fees, the declaration of Sherrie
Savett and David Bershad in support of renewed notion for award
of attorneys' fees, objection Walter Kaufmann's opposition to

cl ass counsel's renewed notion for award of attorneys' fees, the
letter briefs of the Pennsylvania Public School Enpl oyees'
Retirement System and the New York State Teachers' Retirenent
System and plaintiffs' counsel's epistolary reply thereto, and
for the reasons set forth in the acconpanyi ng Menorandum and |n

re Rite Ald Sec. Litig., 269 F. Supp. 2d 603 (E.D. Pa. 2003), it

is hereby ORDERED as foll ows:



1. Al |l objections are OVERRULED;

2. The renewed notion for award of attorneys' fees is
GRANTED,

3. Plaintiffs' counsel are AWARDED attorneys’ fees in
t he amount of $31, 660, 328. 75 (the "Fee Award"), which constitutes
twenty-five percent of the Settlenent Fund of $126, 641, 315. 00;

4. Plaintiffs' counsel are AWARDED rei nbursenent for
expenses incurred in the prosecution and settlenment of this
action in the anount of $290, 086.00 ("Expense Award");

5. Plaintiffs' counsel are further AWARDED i nterest
on the Fee Award and the Expense Award at the sane rate as earned
by the Settlenent Fund from May 30, 2003 through the date of
paynent; and

6. There is no just reason for delay in the entry of
j udgnent pursuant to Rule 54(b) of the Federal Rules of Civil
Procedure, and the Cerk is hereby directed to enter judgnent in

accordance with this Order.

BY THE COURT:

/sl Stewart Dal zell, J.







