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SUMMARY

The Nebraska Supreme Court reversed summary judgment against DMK Biodiesel, LLC and Lanoha
RVBF, LLC in their claims under the Securities Act of Nebraska. The court held that reliance and
investor sophistication are not elements of a claim under Neb. Rev. Stat. § 8-1118(1), and that
integration clauses do not bar such claims. The case was remanded because genuine issues of material
fact remained regarding the alleged misrepresentations, omissions, and the investors’ actual
knowledge.
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QUESTIONS PRESENTED

1. Whether reliance is an element of an investor's claim against a securities seller under Neb. Rev. Stat. § 8-
1118(1).

2. Whether an investor's sophistication or constructive knowledge bars a claim under § 8-1118(1), or
imposes a duty to investigate or verify the seller's statements.

3. Whether integration or nonreliance provisions in the subscription agreements bar the plaintiffs' § 8-
1118(1) claims.

4. Whether summary judgment was proper when genuine issues remained concerning whether the alleged
misrepresentations and omissions occurred and whether the plaintiffs had actual knowledge of the true
facts.

HOLDINGS

1. Reliance is not an element of an investor's claim against the seller of a security under § 8-1118(1). The
phrase "by means of" requires a causal connection between the misleading statement or omission and the
purchase, but it does not require proof that the buyer relied on the statement or omission.

2. A buyer's sophistication is irrelevant to a claim under § 8-1118(1). The statute does not impose a duty on
the buyer to investigate or verify statements made by the seller, and constructive knowledge does not bar
recovery; the statutory limitation concerns the buyer's actual knowledge of the untruth or omission.

3. Integration clauses and subscription-agreement provisions stating that the investors relied solely on the
private placement memorandum do not bar a claim under § 8-1118(1).

4. Summary judgment was improper because genuine issues of material fact remained concerning whether
the alleged material misrepresentations and omissions were made, their nature, and whether the plaintiffs
had actual knowledge of the true facts.

KEY QUOTATIONS

“we hold that reliance is not an element of an investor’s claim against the seller of a security under § 8-
1118(1).” (290 Neb. 295)

“a buyer’s sophistication is irrelevant to a claim under § 8-1118(1)” (290 Neb. 297)

“the integration clauses in the subscription agreements executed by DMK and Lanoha bar their claims under
§ 8-1118(1).” (290 Neb. 298)

FACTUAL BACKGROUND



Republican Valley Biofuels, LLC, sought investors in a proposed biodiesel production facility through a private
placement memorandum. DMK Biodiesel and Lanoha RVBF became minority investors after signing
subscription agreements stating that they had relied solely on the memorandum and had not relied on other
representations. They later alleged that Renewable Fuels Technology and the individual defendants made false
oral representations and material omissions concerning the investment and facility. The district court assumed
the alleged oral representations had been made but granted summary judgment based on the plaintiffs'
sophistication and contractual nonreliance provisions.

PROCEDURAL HISTORY

DMK and Lanoha sued Renewable and the individual defendants, alleging that false oral representations and
omissions induced their investments in Republican Valley Biofuels, LLC. The district court initially granted
motions to dismiss, but the Nebraska Supreme Court reversed because the court had considered matters outside
the pleadings without conducting an evidentiary hearing. On remand, after an evidentiary hearing, the district
court granted summary judgment for the defendants, reasoning that the plaintiffs' sophistication and contractual
nonreliance provisions barred their securities-fraud claim. The Nebraska Supreme Court reversed and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remanded for further proceedings consistent with the opinion, including resolution of the remaining factual
issues concerning the alleged misrepresentations and omissions and the plaintiffs' actual knowledge.
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