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Indeed, the Fifth Circuit’s rejection of group pleading, see, e.g., Southland, 365 F.3d at
364-65, exemplifies that under the Rule 9(b) and PSLRA standards a plainaff cannot
simply attribute employees’ activity to the corporation. Rather, it must point to a
particular employee and show that his statement was macie “to further the interests of
the corporation.” Id. at 365. At the very least, there is no strong inference of scienter
where, as here, the Complaint affirmatively states that the employee was acting solely

in his own interests, without any suggestion of a benefit to the corporation.

III. THE DISTRICT COURT CORRECTLY HELD THAT
PLAINTIFFS FAILED TO STATE A SECTION 20(a) CLAIM
AGAINST BOWMAN, EDWARDS, OR SOURCECORP BECAUSE
PLAINTIFFS DID NOT SUFFICIENTLY ALLEGE A PREDICATE
SECTION 10(b) VIOLATION.

There must be a predicate Section 10(b) violation to state a claim under
Section 20(a) for control-person liability. See, e.g., Southland, 365 F.3d at 383 (“Control
person liability is secondary only and cannot exist in the absence of a primary
violation.”). Plaintiffs’ control-person claims against Bowman, Edwards, and
SOURCECORRP thus fail because Plaintiffs have not sufficiently alleged a
Section 10(b) violation against any of the controlled parties.” Specifically, the

Complaint alleges that Bowman and Edwards were control persons of

"* While Plaintiffs quibble with the language the District Court used (z.¢., whether the
defendants “induced or participated in Deaton’s violations”), they accept the need for a predicate
Section 10(b) violation. See Appellants’ Br. at 45-46. And Deaton’s alleged violation cannot serve as
the predicate for Plaintiffs’ Section 20(a) claims because Plaintiffs do not allege that Bowman,
Edwards, or SOURCECORP was a control person of Deaton. See Complaint §§ 134-36, R747-48.
Thus, regardless of the precise language the District Court used, it correctly dismissed the
Section 20(a) claims because Plainuffs “failed to sufficiently allege a violation of section 10(b)”
against a controlled person. Amended Order at 9, R1722.
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SOURCECORP and Image, and that SOURCECORP was a control person of Image.
See Complaint ] 134-36, R747-48. The Complaint does not allege that Bowman,
Edwards, or SOURCECORP were control persons of Deaton. Id Because Plaintiffs
failed to state a Section 10(b) claim against SOURCECORP and Image, there is no
Section 20(a) Liability for Bowman, Edwards, or SOURCECORP.

CONCLUSION

This Court should affirm the District Court’s judgment dismissing all claims

against SOURCECORP, Bowman, Edwards, and Image.
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