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Before the court are the following motions: (1) the motions of the defendants,
Grant Thornton, L.L.P. (“Grant Thornton”), Holland & Knight, L.L.P. (“Holland &
Knight”), and Gary L. Rowan (“Rowan”) (collectively, the “defendants”) to dismiss
this case for failure to state a claim on which relief can be granted; (2) Holland &
Knight’s motion to sever and transfer; and (3) the motion of the plaintiff, Stewart
Rahr (“Rahr”), to consolidate this case with other cases presently pending in this
court. For the reasons set forth below, the defendants’ motions to dismiss are

granted, and the rest of the motions are denied as moot.
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I. BACKGROUND

In the fall of 1995, Rahr began investing in Continental Investment
Corporation (“CIC”), motivated by a series of representations made by Dale Sterritt
(“Sterritt”), CIC’s president, to Rahr’s son. Defendant Grant Thornton LLP’s Brief
in Support of Motion to Dismiss (“Brief”) at 3. From that time through March of
1998, Rahr spoke with Sterritt in person and by telephone on several occasions, and
for part of that period, the two conversed daily. Id. at 4. Rahr relied upon Sterritt’s
representations and assurances in making further investments in CIC and even
granted Sterritt full discretion to purchase stock on his behalf. Id.

From the last half of 1997 and into 1998, the price of CIC’s stock declined
from a high of $25 per share to below $10, and by August of 1998, CIC’s stock was
closing at prices between $3 and $1.94 per share. Id. at 5. Concerned with the
dramatic decline in CIC’s price, Rahr began investigating the business affairs of
Sterritt and CIC and discovered what he believed was evidence of a “massive
securities fraud.” Id. On October 9, 1998, Rahr filed a complaint, alleging that
Sterritt had violated sections 10(b) and 18 of the Securities Exchange Act of 1934
(“Exchange Act”). Id. 5-6. That case -- styled Rahr v. Sterritt, No. 3:99-CV-0628-G
-- is also pending before this court.

On October 8, 1999, Rahr filed this action against Grant Thornton, Holland

& Knight, and Rowan -- the auditors and attorneys for CIC at the time of its alleged
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fraud. In his complaint, Rahr alleges that beginning in 1994 and continuing over the
next several years, the defendants learned of but concealed mounting evidence of
Sterritt’s fraud and may have even aided it. Plaintiff’s Response to Defendant Grant
Thornton’s Motion to Dismiss and Brief in Support (“Grant Thornton Response”) at
3; Plaintiff’s Response to Defendant Holland & Knight’s Motion to Dismiss and
Brief in Support at 2-3. Further, Rahr alleges that Grant Thornton assisted Sterritt
in covering up his fraudulent activities by repeatedly approving accounting
treatments that violated generally accepted accounting principles and by issuing
“clean” audit reports on CIC’s financial condition upon which Rahr relied. Grant
Thornton Response at 3. Each of these defendants now brings a separate motion to
dismiss, arguing that Rahr’s claims are time barred or, altematively, that his pleadings
are deficient.
II. ANALYSIS
A. Statute of Limitations--Federal Claims

Claims brought pursuant to section 10(b), Rule 10b-5, and section 18 of the
Securities Exchange Act of 1934 must be filed “within one year after the discovery of
the facts constituting the violation and within three years after such violation.”
Lampf, Pleva, Lipkind, Prupis & Petigrow v. Gilbertson, 501 U.S. 350, 364 (1991);
Topalian v. Ehrman, 954 F.2d 1125, 1135 (5th Cir.), cert. denied, 506 U.S. 825 (1992);

see also 15 U.S.C. § 78r(c) (1997) (providing limitations for section 18 claims). The










































