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APPENDIX 1
28 U.S.C. § 1332(d)(2) and d(9)(A)-(C):

Kok

(2) The district courts shall have original jurisdiction
of any civil action in which the matter in controversy
exceeds the sum or value of $5,000,000, exclusive of in-
terest and costs, and is a class action in which —

(A) any member of a class of plaintiffs is a citizen of
a State different from any defendant;

(B) any member of a class of plaintiffs is a foreign
state or a citizen or subject of a foreign state and any
defendant is a citizen of a State; or

(C) any member of a class of plaintiffs is a citizen of
a State and any defendant is a foreign state or a citizen
or subject of a foreign state.

ok

(9) Paragraph (2) shall not apply to any class action
that solely involves a claim —

(A) concerning a covered security as defined under
16(f)(3)1 of the Securities Act of 1933 (15 U.S.C.
78p(f)(3)2) and section 28(f)(5)(E) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78bb(f)(5)(E));

(B) that relates to the internal affairs or governance
of a corporation or other form of business enterprise
and that arises under or by virtue of the laws of the
State in which such corporation or business enterprise
is incorporated or organized; or
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(C) that relates to the rights, duties (including fiduci-
ary duties), and obligations relating to or created by or
pursuant to any security (as defined under section
2(a)(1) of the Securities Act of 1933 (15 U.S.C.
77b(a)(1)) and the regulations issued thereunder).

28 U.S.C. § 1453:

(a) Definitions. — In this section, the terms “class”,
“class action”, “class certification order”, and “class
member” shall have the meanings given such terms

under section 1332(d)(1).

(b) In general. — A class action may be removed to a
district court of the United States in accordance with
section 1446 (except that the 1-year limitation under
section 1446(c)(1) shall not apply), without regard to
whether any defendant is a citizen of the State in
which the action is brought, except that such action
may be removed by any defendant without the consent
of all defendants.

(¢) Review of remand orders. —

(1) In general. — Section 1447 shall apply to any re-
moval of a case under this section, except that notwith-
standing section 1447(d), a court of appeals may accept
an appeal from an order of a district court granting or
denying a motion to remand a class action to the State
court from which it was removed if application is made
to the court of appeals not more than 10 days after en-
try of the order.
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(2) Time period for judgment. — If the court of appeals
accepts an appeal under paragraph (1), the court shall
complete all action on such appeal, including rendering
judgment, not later than 60 days after the date on
which such appeal was filed, unless an extension is
granted under paragraph (3).

(3) Extension of time period. — The court of appeals
may grant an extension of the 60- day period described
in paragraph (2) if —

(A) all parties to the proceeding agree to such exten-
sion, for any period of time; or

(B) such extension is for good cause shown and in the
interests of justice, for a period not to exceed 10 days.

(4) Denial of appeal. — If a final judgment on the ap-
peal under paragraph (1) is not issued before the end
of the period described in paragraph (2), including any
extension under paragraph (3), the appeal shall be de-
nied.

(d) Exception. — This section shall not apply to any
class action that solely involves —

(1) a claim concerning a covered security as defined
under section 16(f)(3) of the Securities Act of 1933 (15
U.S.C. 78p(f)(3)1) and section 28(f)(5)(E) of the Securi-
ties Exchange Act of 1934 (15 U.S.C. 78bb(f)(5)(E));

(2) a claim that relates to the internal affairs or gov-
ernance of a corporation or other form of business en-
terprise and arises under or by virtue of the laws of the



App. 4

State in which such corporation or business enterprise
is incorporated or organized; or

(3) aclaim that relates to the rights, duties (including
fiduciary duties), and obligations relating to or created
by or pursuant to any security (as defined under sec-
tion 2(a)(1) of the Securities Act of 1933 (15 U.S.C.
77b(a)(1)) and the regulations issued thereunder).
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APPENDIX 2
IN THE CIRCUIT COURT OF
ST. LOUIS COUNTY MISSOURI

KEITH M. KRUPKA and )
JOSEPH J. LEE, individually )

and on behalf of those )
similarly situated, )
. . )
Plaintiffs, )Civil Action No.:
V. )
STIFEL NICOLAUS & )
COMPANY INCORPORATED, ;
Defendant. )
CLASS ACTION PETITION

Plaintiffs Keith M. Krupka and Joseph J. Lee, in-
dividually and on behalf of those similarly situated, by
and through the undersigned counsel, for their Class
Action Petition against defendant Stifel, Nicolaus &
Company (“Stifel”), state and allege as follows:

Short Statement of the Case

1. Stifel facilitated the financing in what turned
out to be one of the largest public financing scandals in
the United States. From 2016 through 2018, Stifel was
involved in the sale of over $160,000,000 in bonds, the
money from which was funneled to inexperienced “bor-
rowers” with various conflicts of interest, to own, oper-
ate, manage or otherwise control the acquisition and
rehabilitation of low income housing Projects (the
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“Projects,” identified hereafter) in Chicago, Illinois.
When the dust settled, the Projects were all in default
of their obligations and in various states of disrepair.
While bondholders lost well over $125 million, Stifel

pocketed enormous fees and commissions.

I. PARTIES

2. Keith M. Krupka (“Krupka”) is an individual
resident of the State of California.

3. dJoseph J. Lee (“Lee”) is an individual resident
of the State of California.

4. Defendant Stifel, Nicolaus & Company, Incor-
porated (“Stifel”) is a Missouri for-profit corporation
registered to transact business within the State of Mis-
souri and available for service of process in Missouri.

5. Although the acts of Stifel set forth herein
were performed by employees and/or partners of Stifel,
Stifel is vicariously liable for the conduct and/or liabil-
ity of such employees and/or partners, based upon
principles of respondent superior liability and agency
principles, as prescribed by statutes and common law.

II. JURISDICTION AND VENUE

6. Jurisdiction over Stifel is proper in this Court
pursuant to R. S.Mo. § 506.500 because Stifel is quali-
fied to, and does, transact business in the state of
Missouri and/or has engaged in transactions, such as
those described herein, in the state of Missouri. The
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causes of action asserted in this Petition arise, in part,
from business transacted, securities sold, and con-
tracts entered into by Stifel in Missouri and with re-
spect to Missouri enterprises. Moreover, Stifel has
engaged in systematic and continuous business activi-
ties within the state of Missouri and has an estab-
lished business presence in Missouri such that the
exercise of general jurisdiction over Stifel in this action
is appropriate.

7. Venue is proper in this Court pursuant to R.
S.Mo. § 508.010 because Stifel has transacted business
throughout Missouri, including in St. Louis County,
Missouri, and Stifel is located in St. Louis County, Mis-
souri where it has an office or agents for the transac-
tion of its usual and customary business activities.

III. FACTUAL ALLEGATIONS

8. The Illinois Finance Authority (“IFA”) is a self-
financed, state authority principally engaged in issu-
ing taxable and tax-exempt bonds, and is located in
Chicago, Illinois.

9. Beginning in or about 2016, the IFA embarked
on a series of transactions whereby the IFA would is-
sue bonds for the purpose of acquiring, rehabilitating,
and equipping certain multifamily residential rental
properties in the Chicago, Illinois area (the “Projects”).
The promoter of all the Projects was the Better Hous-
ing Foundation (“BHF”). The various Projects were:
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a. The Shoreline Project whereby bonds with a
par value of $13,560,000 were issued on or
about July 21, 2016;

b. The Icarus Project whereby bonds with a par
value of $51,805,000 were issued on or about
May 17, 2017;

c. The Windy City Project whereby bonds with a
par value of $59,980,000 were issued on or
about November 16, 2017;

d. The Ernst Project whereby bonds with a par
value of $19,040,000 were issued on or about
February 23, 2018; and

e. The Blue Station Project whereby bonds with
a par value of $25,025,000 were issued on or
about May 24, 2018.

10. The Projects were identical with respect to
their structure, primary participants, and purpose and
constituted one unitary scheme. In that regard, Stifel
served as underwriter for each of the Projects and each
Project followed the same procedure, to-wit, (i) Stifel
would underwrite, issue, and sell the Bonds; (i1) Stifel
would deliver the proceeds of the sale of the Bonds to
the IFA; (iii) the IFA would then make a loan to a
“strawman” borrower, a business entity whose sole
member was the Better Housing Foundation (“BHF”).
BHF would then operate and/or otherwise control the
Projects. The BHF was an Ohio corporation supposedly
organized pursuant to § 501(c)(3) of the Internal Reve-
nue Code.
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11. Payments due on the Bonds for all Projects
were secured only by revenues generated by the Pro-
jects and money held in accounts created and funded
from proceeds from the sale of the respective Bonds.

12. Mark DeAngelis (“DeAngelis”), at relevant
times, was a real estate developer in Chicago, Illinois.
DeAngelis was a promoter, creator, and officer of BHF.

13. DeAngelis was also served as de facto man-
ager and consultant for several of the Projects and re-
ceived substantial fees with respect thereto.

14. The Bonds were sold to the public by means
of Official Statements. Stifel participated in the prepa-
ration of the Official Statements, which was endorsed
by Stifel, and was prominently marked with Stifel’s
name on the front cover and used by Stifel to market
the Bonds.

15. Based upon the representations made by
Stifel and the materials provided Stifel, and upon the
belief that Stifel had disclosed all material facts re-
lated to the Bonds and had not omitted material facts
related to the Bonds or the Projects, and upon the be-
lief that Stifel had conducted and completed a suffi-
cient investigation in order to form a reasonable basis
for belief in the accuracy and completeness of key rep-
resentations in the Official Statements, and that Stifel
had disclosed to the investing public all material infor-
mation Stifel knew or should have known about the
Bonds and Projects, (i) Plaintiff Krupka purchased
Windy City Project Bonds with a par value of $750,000
between September and November 2018, and (ii)



App. 10

Plaintiff Lee purchased Shoreline Project Bonds with
a par value of $635,000 between August and Septem-
ber 2018 and Blue Station Project Bonds with a par
value of $35,000 in January 2019.

A. THE PROJECTS VIOLATED VARIOUS
MUNICIPAL ORDINANCES

16. Even before plaintiffs Krupka and Lee pur-
chased their respective Bonds, BHF began receiving
notices of ordinance violations regarding the manage-
ment and conditions at several of the Projects. From
October 2017 through March 2018, BHF received 27
such notices. Stifel knew or should have known of such
notices but failed to do anything to alert the investing
public thereto.

17. These ordinance violations regarding the
Projects demonstrate fiscal irresponsibility, inexperi-
ence, and lack of financial acumen by BHF.

18. To sell the Bonds purchased by Plaintiffs and
Class Members, Stifel used material misrepresenta-
tions and omissions related to several issues without
forming a reasonable basis for belief in the accuracy
and completeness of key representations in the Official
Statements, including but not limited to the following
three matters:

19. The Official Statements used by Stifel to sell
the Bonds represented that the Borrower would “de-
liver a certificate to the effect that no litigation and
no proceedings are pending or, to its knowledge,
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threatened against the Borrower, the Sole Member or
other with respect to the Projects (or any of them), or
the acquisition and rehabilitation thereof, or the issu-
ance of the [the] Bonds or which would adversely affect
the transactions contemplated by this Official State-
ment.”

20. These written representations were material
and were false and misleading when they were used by
Stifel to sell the Bonds to Plaintiffs and Class Members
who were unaware of the falsity and misleading nature

of these representations when they purchased the
Bonds from Stifel.

21. Stifel knew, or should have known through
reasonable care, that these representations were false
and misleading, and knew or should have known it
lacked a reasonable basis for beliefin the accuracy and
completeness of representations in the Official State-
ment.

22. Indeed, Stifel knew, or should have known
through reasonable care, facts that directly contra-
dicted the key representations in the Official State-
ments related to ongoing litigation due to code
violations of the Borrower. In that regard, Stifel knew:

a. As to the rehabilitation project, located at
5700 South Calumet Ave., four (4) separate
notices of ordinance violations and summons
had been issued in the latter part of 2017 and
early 2018;

b. As to the rehabilitation project, located at
4236-4238 South Indiana Ave., a notice of a
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violation and summons had been issued in
January of 2018;

As to the rehabilitation project, located at
7600 South Stewart, a notice of a violation
and summons had been issued in January of
2018;

As to the rehabilitation project, located at
5606-5608 South Michigan Ave, a notice of a
violation and summons had been issued in
January of 2018;

As to the rehabilitation project, located at
5630 South Winchester Ave., a notice of a vio-
lation and summons had been issued in Janu-
ary of 2018;

As to the rehabilitation project, located at
6820-6822 South Cornell Ave., six (6) separate
notices of ordinance violations and summons

had been issued in January and February of
2018;

As to the rehabilitation project, located at
2666-2670 East 87th Street, a notice of a vio-
lation and summons had been issued in Feb-
ruary of 2018;

As to the rehabilitation project, located at
5720 Michigan Ave., two (2) separate notices
of ordinance violations and summons had
been issued in January of 2018;

As to the rehabilitation project, located at
6427 South Drexel Ave., two (2) separate no-
tices of ordinance violations and summons
had been issued in February of 2018;
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j- As to the rehabilitation project, located at
4326 South Michigan Ave., a notice of a viola-
tion and summons had been issued in Febru-
ary of 2018;

k. As to the rehabilitation project, located at
8143 South Ellis Ave., five (5) separate notices
of ordinance violations and summons had
been issued in February of 2018;

.  As to the rehabilitation project, located at
812-614 West 77th Street, a notice of a viola-
tion and summons had been issued in Febru-
ary of 2018,

m. As to the rehabilitation project, located at
618-622 East 71st Street, a notice of a viola-
tion and summons had been issued in Febru-
ary of 2018.

23. The accumulation of ordinance violations
goes directly to the heart of the viability of all Projects
and BHF’s ability to manage the property.

24. This conduct demonstrates fiscal irresponsi-
bility and a lack of financial acumen by the individuals
involved in BHF.

25. None of these facts were disclosed to inves-
tors by Stifel, yet upon information and belief, Stifel
did know about the Projects prior ordinance violations
and therefore, Stifel knew that BHF had operational
issues when relaying that the success of the Project
was dependent upon BHF.

26. Thus, before the Bonds were sold to Plaintiffs
and the Class Members, Stifel had direct knowledge of
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material facts that clearly and unequivocally contra-
dicted the material representations in the Official
Statement and rendered those material representa-
tions false and misleading. Stifel also had the duty to
update the previous public disclosures that it knew or
should have known were false, misleading, or incom-
plete.

27. But Stifel did not exercise its contractual
right, pursuant to the Bond Purchase Agreement
(“BPA”) with the IFA and BHF, to halt the bond offer-
ings in order to correct the misrepresentations and
omissions in the Official Statement to ensure investors
were made aware of these material facts.

28. The misleading representations and omitted
facts set forth above are material and would have been
material to the decision of Plaintiffs and Class Mem-
bers to purchase the Bonds, and resulted in material
misstatements suggesting prior litigation as to the
Projects were ongoing and the ability of the Manger to
properly manage the property was in serious question.

29. Plaintiffs and Class Members were unaware
of these false and misleading representations and
omitted facts when they purchased the Bonds from
Stifel.

B. THE PROJECTS DEFAULT

30. By the end of 2019, after investigating these
new and disturbing facts discovered by the Bond Trus-
tee, the Bond Trustee had declared BHF to be in
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default on all the Projects due to its failure to comply
with certain of its covenants set forth in the various
Loan Agreements, between the IFA and BHF.

31. The Bond Trustee’s notice of April 17, 2019,
was the first time any purchase of the Bonds was made
aware of BHF’s previously undisclosed ordinance vio-
lations and defaults.

32. The Bond Trustee declared numerous fail-
ures by the BHF to comply with the covenants within
the Loan Agreements, the Mortgages and the Regula-
tory Agreements with respect to all the Projects includ-
ing:

a. Failure to comply with Sections 2.2(1), 2.2(1),
2.2(0), 2.2(z) and 4.7 of the Loan Agreements
relating to operation of the Projects in accord-
ance with:

i.  Applicable licenses and permits;

ii. Compliance with applicable zoning, plan-
ning, building and environmental law, or-
dinances and regulations;

iii. Proper rehabilitation, equipping and op-
eration of the Projects in accordance with
applicable laws, rulings, regulations and
ordinances of governmental authorities
and approvals therefrom;

iv. Prevention of damage to the Projects in
order to avoid material adverse effects on
the use or value of the Projects; and
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v. At the Borrower’s expense, maintenance
of the Projects in a safe condition, in good
repair and in good operating condition,
including necessary and proper repairs
thereto and renewals and replacements
thereof including external and structural
repairs, renewals and replacements.

Failure to comply with covenants set forth in
Sections 2(g), 2(h), 3(d) and 4(a) of the Tax
Regulatory Agreements relating to:

i.  Operation of each Project as a multi-fam-
ily rental housing project in accordance
with all applicable federal, state and local
laws, rules and regulations;

ii. Maintenance of all necessary certificates,
permits, approvals and authorizations
with respect to the operation of each Pro-
ject; and

iii. Maintenance of continuous availability
of each Unit of each Project for rental on
a continuous basis to members of the
public, including required percentages of
Lower Income Tenants and Moderate-
Income Tenants.

Failure to comply with Section 3.2(b) of the
Loan Agreements, which requires the deposit
of all Project Revenues with the Trustee upon
receipt by BHF or the property manager.

Section 2.2(aa) of the Loan Agreements cou-
pled with Section 4(b) of the Tax Regulatory
Agreement requires BHF to obtain and main-
tain income certificates, from each qualifying
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tenant and, upon request by the Trustee, sub-
mit copies of the same to the Trustee within
one month of occupancy of a Unit (BHF failed
to submit to the Trustee such tenant income
certifications).

e. BHF failed to keep the Property and the Pro-
jects free from all adverse claims, security in-
terests, and encumbrances as required by
Sections 3.8, 3.10, 3.11, 4. 10, and 4.11 of the
Loan Agreement, Section 2.12(g) of the Mort-
gages and Section 2(f) of the Tax Regulatory
Agreements.

f.  BHF failed to provide notices relating to de-
faults as required under Section 6.10 of the
Loan agreement.

33. In light of the violations and deficiencies by
BHF, on April 17, 2019 the Bond Trustee requested
that all violations and deficiencies be remedied no
more than 120 days from the date of notice or pursuant
to the applicable section of the Loan Agreement, Mort-
gages, or Tax Regulatory Agreement. In addition, fail-
ure to pay all debt service on the Senior Bonds when
due on June 1, 2019 would also constitute an immedi-
ate event of Default under Section 8.01(a) of the Inden-
ture.

34. On April 30, 2019, UMB N.A. was appointed
as successor Trustee for the Bonds.

35. BHEF failed to pay all of the debt service on
the Senior Bonds when due.
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36. On May 16, 2019, the City of Chicago Peti-
tioned for the appointment of a Receiver.

37. On September 20, 2019, Disclosure Advisors
LLC, were appointed as a dissemination agent.

38. Now the Bonds are worth far less than they
should have been worth, had the facts and representa-
tions made to investors been accurate and complete.

39. On January 17, 2020, the Trustee issued a
Notice of Defaults to the bondholders and the Bond
Trustee declared numerous failures by the BHF to
comply with the covenants within the Loan Agree-
ments, the Mortgages and the Regulatory Agreements
including:

a. Failure by the Borrowers to make monthly In-
terest Payments into the Bond Fund Interest
Accounts in a sum equal to the Interest Re-
quirement on then Outstanding Bonds, sub-
ject to the applicable cure periods as required
by section 3.2(b)(1)(1) of the Loan Agreements,
resulting in an Event of Default under section
7.1(a) of the Loan Agreements. Consequently,
the Borrower failed to pay the Trustee an in-
stallment of interest due on June 1, 2019 and
December 1, 2019, while the Senior Bonds
were outstanding, as required by section 2.02
of the Trust Indentures, resulting in a Default
under section 8.01(a)(2) of the Trust Inden-
ture.

b. Failure by the Borrowers to make monthly
Principal Payments into the Bond Fund Prin-
cipal Accounts in a sum equal to the Principal
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Requirement on the Outstanding Bonds, sub-
ject to the applicable cure periods as required
by section 3.2(b)(i)(2) of the Loan Agreements,
resulting in an Event of Default under section
7.1(a) of the Loan Agreement. Consequently,
the Borrower failed to pay the Trustee an in-
stallment of principal due on June 1, 2019 and
December 1, 2019, while the Senior Bonds
were outstanding, as required by section 5.05
of the Trust Indentures, resulting in a Default
under section 8.01(a)(1) of the Trust Inden-
tures.

Failure by the Borrowers to replenish the
Debt Service Reserve Fund in order to satisfy
the applicable Debt Service Reserve Require-
ment pursuant to sections 3.2(b)(i1)(6) and 4.5
of the Loan Agreement resulting in a Default
under sections 7.1(b) of the Loan Agreement,
and 8.01(d) of the Trust Indenture.

Failure by the Borrowers to pay Operating
Expenses when due, as required by section 4.4
of the Loan Agreement, resulting in a Default
under sections 7.1(b) of the Loan Agreement,
and 8.01(d) of the Trust Indenture.

Failure by the Borrowers to make any Addi-
tional Loan Payments required to pay all real
property taxes and assessments which are as-
sessed or imposed on the Project, or become
due and payable, as required by sections 2.2
of the Mortgage, and 4.10 of the Loan Agree-
ment, resulting in a Default under sections
7.1(b) of the Loan Agreement, 4.1(c) of the
Mortgage, and 8.01(d) of the Trust Indenture.
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Failure by the Borrowers to procure and
maintain full insurance coverage on the Pro-
jects, as required by section 5.1 of the Loan
Agreement, resulting in a Default under sec-
tions 7.1(b) of the Loan Agreement, 4.1(c) of
the Mortgage, and 8.01(d) of the Trust Inden-
ture.

Failure by the Borrowers to provide annual
financial information for Fiscal Year, 018, as
required by the Continuing Disclosure Agree-
ment under section 6.14 of the Loan Agree-
ments, resulting in a Default under sections
7.1(d) of the Loan Agreement, 4.1(c) of the
Mortgage, and 8.01(d) of the Trust Indenture.

Failure by the Borrowers to provide annual fi-
nancial information for Fiscal Year, 2018, as
required by the Continuing Disclosure Agree-
ments under section 6.14 of the Loan Agree-
ments, resulting in a Default under sections
7.1(d) of the Loan Agreements, 4.1(c) of the
Mortgage, and 8.01(d) of the Trust Inden-
tures.

Failure by the Borrowers to comply with ap-
plicable zoning, planning, building and envi-
ronmental laws, ordinances and regulations
as required by sections 2.2(i), 2.2(1), 2.2(0),
2.2(z), and 4.7 of the Loan Agreement causing
the city of Chicago to issue zoning, life safety
violations, and appoint Receivers to manage
all constituent properties by order of the Cir-
cuit Court of Cook County, Illinois Municipal
Department First District, resulting in a De-
fault under sections, 7.1(d) of the Loan
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Agreement, 4.1(c) of the Mortgage, and 8.01(d)
of the Trust Indenture.

40. Because of the impaired nature of the Bonds:
(1) the market value of the Bonds sold by the Former
Bondholders was far less than the face value of the
Bonds; (2) the market value of the Bonds held by the
Plaintiffs and Current Bondholders are far less than
the face value of the Bonds, and (3) Plaintiffs, the For-
mer Bondholders and the Current Bondholders have
been injured as a result of such losses.

41. The Bonds went into default because of fiscal
irresponsibility and lack of financial acumen by BHF,
which Stifel knew about, or reasonably should have
known about after reasonable investigation and before
selling the Bonds to Plaintiffs and the Series A Bond-
holders.

C. STIFEL’S DUTIES

42. Stifel was first approached to serve as the
Bond underwriter in 2016.

43. Stifel provided important advice to IFA and
BHF and was ultimately responsible for the structure
of the Bond offerings and participated in preparation
of the various versions of the Official Statements re-
ferred to above.

44. Stifel (and underwriters in general) have a
duty under prevailing industry practices and legal re-
quirements to review the disclosures of a bond issuer,
or an obligated person, in a professional manner with
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respect to accuracy and completeness of statements
made in connection with a bond offering.

45. Stifel was obligated under prevailing indus-
try practices and legal requirements to conduct and
complete a sufficient investigation in order to form a
reasonable basis for belief in the accuracy and com-
pleteness of key representations in the Official State-
ments.

46. Stifel (and underwriters in general) serve as
intermediaries between bond issuers/borrowers and
the investors that purchase bonds.

47. When it agrees to serve as the underwriter
for a bond issue, Stifel makes an implied recommenda-
tion about the securities it is underwriting, and also
makes a representation that it has a reasonable basis
for belief in the accuracy and completeness of the key
representations made in any disclosure documents in
the bond offering. The underwriter’s investigation and
the “reasonable basis” requirement is often referred to
as “due diligence.”

48. Stifel is aware of the due diligence require-
ment for underwriters—it provided the following
specific endorsement for inclusion in the Official State-
ment which investors relied on:

The Underwriter has provided the following
sentence for inclusion in this Limited Offering
Memorandum. The Underwriter has reviewed
the information in this Official Statement in
accordance with, and as part of, its responsi-
bilities to investors under the federal
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securities laws as applied to the facts and cir-
cumstances of this transaction, but the Un-
derwriter does not guarantee the accuracy or
completeness of such information. [emphasis

added]

49. Stifel is aware that, as the underwriter, it is
required to review an official statement of the issuer’s
securities, and complete requisite due diligence, in ac-
cordance with, and as part of, its responsibilities to
investors under prevailing industry practices and legal
requirements and under federal and state securities
laws, as applied to the facts and circumstances of the
transaction.

50. Because of the detailed due diligence that
bond underwriters are supposed to perform, under-
writers must exercise affirmatively a high degree of
care in investigation and independent verification of
the disclosures of issuers and obligated persons.

51. Overall, more reliance for due diligence in
the issuance of securities is placed on the underwriter
than upon any other participant in the municipal se-
curities market’s self-regulatory system. Underwriters
function as the first line of defense for investors with
respect to material misrepresentations and omissions
by issuers and borrowers in their offering documents,
such as the Official Statement.

52. Stifel is aware of its crucial position in a bond
offering; Stifel knows that due diligence is an affirma-
tive industry and legal duty to be able to form reason-
able basis for belief in the accuracy and completeness
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of key representations made concerning the underly-
ing securities, which necessarily requires it to adhere
to prevailing standards for underwriter investigation
that are part of every issuance of municipal securities,
such as the Bonds.

53. Had Stifel performed due diligence in accord-
ance with prevailing industry practices and legal re-
quirements on the undisclosed BHF loan information,
of which Stifel had specific knowledge, or reasonably
should have known prior to the Bond sale, Stifel would

have discovered even more troubling facts surrounding
BHF.

D. BHF’S CONFLICTS OF INTEREST

54. On or about July 29, 2016, BHF acquired cer-
tain Properties through the financing of the IFA in con-
junction with Stifel as the underwriter.

55. DeAngelis was the sole signatory on the fi-
nancial account for BHF related to the Projects. The
accounts were held at Fifth Third Bank.

56. As sole signatory, only DeAngelis controlled
the funds and accounts for the Properties. Even the
President and other corporate officers of BHF did not
have access to the Properties’ funds and accounts at
Fifth Third Bank.

57. DeAngelis had sole control and management
of the BHF funds held at Fifth Third.
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58. DeAngelis held himself out to third parties
as a corporate officer of BHF.

59. In total, Mark DeAngelis appears to be a
principal of both Desak and Integrus, was the manager
of Lindran, BHF and BHF, acted as a corporate officer
of BHF, and was the primary person responsible for the
management and handling of funds related to the
Properties.

60. The conflicts of interest fail to address Mark
DeAngelis’ relationship with all of the entities and
these written material representations in the Official
Statement made available by Stifel to Plaintiffs and
others were materially false and misleading when they
were used by Stifel to sell the Bonds to Plaintiffs and
Class Members, and Plaintiffs and Class Members
were unaware of the falsity and misleading nature of
these key representations when they purchased the
Bonds from Stifel.

61. Stifel knew, or should have known through
reasonable care in accordance with prevailing industry
practices and legal requirements, that these represen-
tations were false and misleading, and also knew, or
should have known, that it lacked a reasonable basis
for belief in the accuracy and completeness of these
representations in the Official Statements.

62. In sum, Stifel signed off on bond structures
whereby the same few individuals who were behind
BHF stood to net millions from false and materially
misleading “consulting fees,” none of which was fully



App. 26

disclosed in a materially accurate and complete man-
ner to Plaintiffs and the Class Members.

63. These omitted and misstated facts were ma-
terial and would have been material to the decision of
Plaintiffs and Class Members to purchase the Bonds.

64. Plaintiffs and Class Members were unaware
of these omitted and misstated facts when they pur-
chased the Bonds from Stifel.

65. All of these conflicts of interest and intercon-
nections involving BHF were material facts and in ac-
cordance with prevailing industry practices and legal
requirements, should have been disclosed to Plaintiffs
and Class Members.

66. Stifel had an unwaivable duty and obliga-
tion, pursuant to prevailing industry practices and
legal requirements, to perform due diligence on any
“borrower” related to this bond offering and regarding
the use of bond proceeds. Thorough and appropriate
due diligence by Stifel would have and should have dis-
covered the material facts set forth above.

E. BHF’S LACK OF CHARITABLE REGIS-
TRATION

67. Had Stifel performed due diligence in accord-
ance with prevailing industry practices and legal re-
quirements on the undisclosed BHF loan information,
of which Stifel had specific knowledge, or reasonably
should have known prior to the Bond sale, Stifel would
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have discovered even more troubling facts surrounding

BHF.

68. The Official Statement falsely and in a mis-
leading manner represented the Sole Members history
of its charitable registration as follows:

a.

“The sole member of the Borrower is the Bet-
ter Housing Foundation, an Ohio nonprofit
corporation and an organization described in
Section 501(c)(3) of the Internal Revenue
Code of 1986.”

“The Sole Member is organized and operated
exclusively for charitable purposes, and was
not and is not organized nor controlled, di-
rectly or indirectly, by private interests.”

“The Sole Member has received a determina-
tion letter from the IRS dated April 23, 2015,
for its tax-exempt status effective April 23,
2015

“[TThat the Sole Member is an organization
described in Section 501(c)(3) of the Code and
can reasonably be expected to be a publicly
supported organization described in Section

509(a)(2).”

“The Borrower agrees that during the term
of the Loan Agreement it will maintain its
existence, will continue to be a nonprofit cor-
poration in good standing....” (emphasis

added).

69. Stifel knew, or should have known through
reasonable care, facts that directly contradicted the
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key representations in the Official Statement related
to BHF’s ongoing incomplete charitable registration
document, as follows:

a.

In the State of Ohio, BHF’s place of incorpora-
tion, BHF did not complete its full registra-
tion process and submission of a report until
August 23, 2017.

This Report was filed on behalf of BHF to in-
clude the fiscal years of 2015 and 2016.

Prior to August 23, 2017, BHF was soliciting
purchases of the BHF Bonds, despite the
State of Ohio requires the completion of regis-
tration prior to solicitation.

After the registration and reports were filed
on behalf of BHF on August 23, 2017, BHF
was obligated to file annual reports on the
15th day of the fifth month following the close
of the fiscal year.

No extension was requested from the IRS that
would extend the time to file the report.

For the reporting year of 2017, BHF filed their
annual report on November 7, 2018.

70. The misleading representations and omitted
facts set forth above are material and would have been
material to the decision of Plaintiffs and Class Mem-
bers to purchase the Bonds, and resulted in material
misstatements suggesting BHF was a credible non-
profit, that had successfully completed the initial and
ongoing registration requirements that are in place to
safeguard potential donors.
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71. Stifel had an unwaivable duty and obliga-
tion, pursuant to prevailing industry practices and
legal requirements, to perform due diligence on any
“borrower” related to this bond offering and regarding
the use of bond proceeds. Thorough and appropriate
due diligence by Stifel would have and should have dis-
covered the material facts set forth above.

IV. CLASS ALLEGATIONS

72. Because common questions of fact and law
predominate regarding the offering and sale of the
Bonds with respect to all other Projects, plaintiffs
bring this action pursuant to Missouri Rule of Civil
Procedure 52.08 on their own behalf and on behalf of
a class of individuals (the “Class”) defined as: “All per-
sons or entities who or which purchased Better Hous-
ing Foundation Bonds issued by the Illinois Finance
Authority with respect to the Shoreline, Icarus, Windy
City, Ernst, and Blue Station Projects.” Excluded from
the Class are officers, directors or employees of Stifel,
any trial judge who may preside over this action, court
personnel and their family members and any juror as-
signed to this action. Alternatively, Krupka seeks to
represent all those who purchased Windy City Bonds
and Lee seeks to represent all those who purchased
Shoreline Bonds and Blue Station Bonds.

73. Plaintiffs are members of the Class which it
seeks to represent.

74. The Class consists of numerous individuals
and companies scattered around the country and
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therefore, the Class is so numerous that joinder is im-
practicable.

75. Plaintiffs’ claims are typical of the claims of
the Class because Plaintiffs and all members of the
Class have sustained damages as a result of Stifel con-
duct.

76. There are numerous questions of law and
fact common to Plaintiffs and the Class which predom-
inate over any questions affecting only individual
Class Members, including but not limited to the follow-
ing:

a. Whether Stifel negligently underwrote the
Bonds for the Projects;

b. Whether Stifel negligently misrepresented or
concealed material facts in its sale of the
Bonds; and

c. Whether Stifel adequately disclosed negative
material facts regarding the management and
operation of the Projects.

77. All common questions can be resolved
through the same factual occurrences as specifically
and/or generally alleged herein.

78. Plaintiffs will fairly and adequately repre-
sent and protect the interests of the members of the
Class.

79. Plaintiffs have no claims antagonistic to
those of the Class.
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80. Plaintiffs have retained competent and expe-
rienced counsel in complex cases, securities cases and
class action litigation, and such counsel is committed
to the vigorous prosecution of this action.

81. The prosecution of separate actions by the
Plaintiffs and individual members of the Class against
Stifel would create a risk of inconsistent or varying
adjudications on the common issues of law and fact
related to this action.

82. A class action is appropriate and superior
method for the fair and efficient adjudication of this
controversy.

83. The expense and burden of litigation would
substantially impair the ability of the Class to pursue
individual cases to protect their rights.

84. In the absence of a class action, Stifel will
retain the benefits of its wrongdoing and will continue
to retain its ill-gotten gains from the sale of the Bonds
and may in the future feel emboldened to repeat its
egregious conduct with regards to its sales representa-
tions for other bonds offerings.

COUNT 1-NEGLIGENCE

85. Plaintiffs restate and re-allege the para-
graphs set forth above of their Petition and incorporate
the same by reference as though fully set forth herein.

86. Stifel, as the underwriter for the Project, was
ultimately responsible for and had a duty to conduct



App. 32

due diligence concerning the Bonds before selling the
Bonds.

87. Stifel did not form a reasonable basis for be-
lief in the accuracy and completeness of material rep-
resentations in the Official Statement or statements
made by and BHF regarding the Project.

88. As aresult, Stifel failed to uncover, or simply
ignored, numerous material misrepresentations in the
Official Statement and bond documents, and omitted
material facts from the Official Statement. Stifel also
had a duty to correct any prior statements that it knew
or should have known were false, misleading, and/or
incomplete. Stifel had a duty to disclose facts regarding
the Projects that would be material to the investing
public so long as the Official Statement was used to
sale the Bonds.

89. The materials facts misrepresented and
omitted by Stifel negatively impacted the value of the
Bonds.

90. Stifel’s negligence caused Plaintiffs and the
Class Members to suffer damages including the loss of
their investment and investment income.

COUNT 2-NEGLIGENT MISREPRESENTATION/
CONCEALMENT

91. Plaintiffs restate and re-allege the para-
graphs set forth above of their Petition and incorporate
the same by reference as though fully set forth herein.
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92. Stifel sold the Bonds using material misrep-
resentations, and by omitting material facts that were
necessary in order to make the representations made,
in light of the circumstances under which they were
made, not misleading.

93. Stifel was the underwriter of the bonds.

94. A reasonably careful underwriter in the posi-
tion of Stifel, or acting in accordance with prevailing
industry practices and legal requirements, would have
anticipated that if it failed to do due diligence and
presented the bonds as more secure than they were to
investors, the investors who relied on those represen-

tations to purchase the bonds would lose money if the
bonds failed.

95. Underwriters are unquestionably aware of
the nature of the public’s reliance on their participa-
tion in the sale of a security. The investing public
properly relies upon the underwriter to check, in ac-
cordance with prevailing industry practices and legal
requirements, the accuracy and completeness of the
statements made in offering documents and sales
presentations and the soundness of the offering. When
the underwriter does not speak out, the investor rea-
sonably assumes that there are no undisclosed mate-
rial deficiencies and no materially misleading
representations.

96. Stifel thus owed a duty to the class of persons
who could foreseeably be injured by its carelessness,
namely investors, to take reasonable care to perform
due diligence in accordance with prevailing industry
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practices and legal requirements, so that the risk of
such injury would not occur.

97. Stifel owed Plaintiffs and Class Members a
duty, in accordance with prevailing industry practices
and legal requirements, including the obligation to
exercise due and reasonable care and to investigate
and question the various facts, circumstances, and rep-
resentations made by and with respect to BHF before
offering the bonds that Plaintiffs and Class Members
purchased.

98. Stifel undertook and owed an affirmative
duty, in accordance with prevailing industry practices
and legal requirements, to Plaintiffs and Class Mem-
bers to exercise due and reasonable care: (1) in per-
forming their part of the due diligence responsibilities
in the bond offering, and (2) in supplying information
in the Official Statement that it helped to prepare and
used to directly solicit and sell the bonds to Plaintiffs
and Class Members, in order to form a reasonable ba-
sis for belief in the accuracy and completeness of key
material representations in the Official Statement,
(3) to disclose information Stifel knew and (4) to up-
date previous statements that it later learned were
false, misleading, or incomplete. Stifel also had a duty
to disclose facts regarding the Projects that would be
material to the investing public so long as the Official
Statement was used to sell the Bonds.

99. Stifel violated that duty in failing to exercise
due and reasonable care in accordance with prevailing
market practices and legal requirements, in
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investigating and questioning the various facts, cir-
cumstances, and representations made with respect to
BHF, the Projects and the bond offerings in general,
and in supplying information that was materially in-
accurate and misleading as to important and material
facts, in omitting the material facts set forth above and
failing to update prior statements, and disclose facts,
that it knew were false, misleading, or incomplete.

100. As aresult of Stifel’s breach of its duties, the
statements made by it were false and misleading and
omitted the material information described above.

101. The information provided to Plaintiffs and
Class Members, as set forth above, was intentionally
provided by Stifel in the course of its businesses, and
for its own pecuniary interests. Further, the true na-
ture of the facts regarding these statements and/or
omissions was material to potential bond purchasers,
including Plaintiffs and Class Members.

102. Stifel knew, or should have known through
the exercise of reasonable care in accordance with pre-
vailing industry practices and legal requirements, of
the material misrepresentations and omissions noted
above.

103. Plaintiffs’ justifiably relied upon the infor-
mation imparted by Stifel in making investment deci-
sions and in ultimately purchasing the Bonds at issue.
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104. Stifel’'s conduct and actions/omissions
caused or contributed to cause the pecuniary dam-
ages/loss that Plaintiffs and Class Members sustained,
in an amount to be determined at trial.

WHEREFORE, for the foregoing reasons, Plain-
tiffs pray the Court for judgment against defendant
Stifel, Nicolaus & Company, Incorporated in an
amount to be determined at trial, as appropriate for:

a. Compensatory, restitution and general dam-
ages for Plaintiffs and the Class in an amount
that is fair and reasonable and just;

b. reasonable and/or statutory attorneys’ fees
under the state securities laws;

costs of suit;

d. prejudgment and post judgment interest
thereon at 8% or other appropriate rate, as
provided for by statute; and

e. such other and further relief as the Court
deems just, appropriate and equitable.
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DEMAND FOR JURY TRIAL

Plaintiffs hereby request a trial by jury on all is-
sues so triable.

Dated:
November 17, 2022  Respectfully submitted,

[s/ Joseph A. Kronawitter
Robert A. Horn
MO Bar No. 28176
Joseph A. Kronawitter
MO Bar No. 49280
HORN AYLWARD &
BANDY, LC
2600 Grand Boulevard,
Suite 1100
Kansas City, MO 64108
Telephone: (816) 421-0700
Facsimile: (816) 421-0899
rhorn@hab-law.com
jkronawitter@hab-law.com

-and-

[s/_J. Timothy Francis
J. Timothy Francis

AL Bar No. 4887-F68J
(pro hac forthcoming)
FRANCIS LAW, LLC
300 N. Richard Arrington Jr. Blvd.
700 Title Building
Birmingham, Alabama 35203
Telephone: (205) 251-0252
francis@bham.rr.com

Attorneys for Plaintiffs






