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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

SECURITIES AND EXCHANGE COMMISSION,
Plaintiff,

Civil Action No.
3:07-CV-1188-D

V8.

AMERIFIRST FUNDING, INC. aka AMERI-FIRST
FUNDING, INC. aka AMERI FIRST FUNDING,
INC., AMERIFIRST ACCEPTANCE CORP.,
JEFFREY C. BRUTEYN, DENNIS W. BOWDEN,

Defendants,
and,

§
8
§
§
§
§
§
§
§
§
§
§
§
;
AMERICAN EAGLE ACCEPTANCE CORP,, §
HESS FINANCIAL CORP., INTERFINANCIAL ~ §
IIOLDINGS CORP., HESS INTERNATIONAL §
PROPERTIES, LLC, HESS INTERNATIONAL §
INVESTMENTS, S.A., UNITED FINANCIAL §
MARKETS, INC. AND GERALD KINGSTON §
§

Relief Defendants. §

PARTIALLY UNOPPOSED APPLICATION FOR APPROVAL OF SETTLEMENT
AGREEMENT WITH IL.OIS AND RONALD WHITCRAFT, AND BRIEF IN SUPPORT

William D. Brown (“Receiver”), the court-appointed temporary receiver for AmeriFirst
Funding, Inc., ez al., requests that the Court grant this Partially Unopposed Application for
Approval of Settlement Agreement with Lois and Ronald Whitcraft, and in support thereof
would show the following:

I. Background

On October 10, 2007, the Receiver sued Lois Whitcraft and Ronald Whitcraft (the

“Whitcrafts™) in that case styled William D. Brown, as Receiver for AmeriFirst Funding, Inc., et

al. v. Ronald Whitcraft, et al., in Civil Action No. 3:08-CV-00186-D in this Court (the
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“Lawsuit”), seeking a declaratory judgment that Ronald D. Whitcraft holds legal title to real
property located at 6717 Lakewood Boulevard, Dallas, Texas 75214 (the “Lakewood House™) as
nominee for the benefit of relief defendant Hess Financial Corporation, the owner of equitable
title; requesting imposition of a constructive trust; and alleging fraudulent transfer, breach of
fiduciary duty by Mr. Whitcraft in his role as a director and president of relief defendant
InterFinancial Holdings Corp., conspiracy and equitable subordination as well as an alternative
claim for amounts due on a promissory note.

The Whitcrafts denied all allegations by the Receiver in the Lawsuit and asserted
counterclaims against the Receiver for cloud on title, slander of title, conversion, violations of
the Texas Debt Collection Practices Act and the Texas Deceptive Trade Practices Act, and for a
declaratory judgment. The Receiver denied all allegations by the Whitcrafts in the Lawsuit.

- To avoid the possible costs, burdens and distractions of future litigation, the Receiver and
the Whitcrafts (collectively, the “Settling Parties”) have resolved fully and completely any and
all disputes, claims, issues, and differences among and between them as set forth in the
Compromise Settlement Agreement (“Settlément Agreement”) attached hereto as Exhibit A.

By this Application, the Receiver submits the Settlement Agreement to the Court for
approval.

IL Summary of Settlement Agreement

In essence, the Settling Parties have agreed to the following:

» Ronald Whitcraft shall deed his. interest in the Lakewood House over to the
Receiver.
e In exchange, the Receiver shall deliver to the Whitcrafts’ counsel, John H.

Cammney, personal property the Receiver is holding from the Lakewood House, as
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listed on the inventories collectively attached to the Settlement Agreement as
Exhibit 2.

The Whitcrafts shall not remove any additional property (including but not
limited to any fixtures) from the Lakewood House, nor will they aid anyone in
removing any property from the Lakewood House.! If the Whitcrafts have or
obtain knowledge that anyone is removing property or planning to remove
property from the Lakewood House, they agree to contact Receiver’s counsel as
soon as practicable, but not later than twenty-four (24) hours after obtaining such
knowledge.

The Receiver shall treat the proofs of claim submitted by Whitcrafts in connection
with this action as he would treat proofs of claim submitted by any other
individual in connection with this action.

The Settling Parties mutually release each other, and shall execute and file
dismissal documents in the Lawsuit. However, notwithstanding anything to the
contrary contained herein or in the Settlement Agreement, the Receiver expressly
reserves and does not release any claims that he has or may have against Lois
Whitcraft for her failure to comply with the Memorandum Opinion and Order
entered by the Court in this action on August 7, 2008, and any collection efforts
that the Receiver may institute in connection therewith. Moreover, the Receiver
and Lois Whitcraft expressly reserve and do not release their claims and
arguments as set forth in that appeal styled Securities and Exchange Commission

v. AmeriFirst Funding, Inc., et al., No. 08-10174, in the United States Court of

! Subsequent to the parties’ execution of the Settlement Agreement, the Receiver agreed that the Whitcrafts may
remove ot cause another to remove the living room chandelier for their benefit
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Appeals for the Fifth Circuit (the “Appeal”). Further, the Settling Parties
expressly reserve and do not release any claims they may have against each other
relative to any purchase of Secured Debt Obligations (“SDOs™) from AmeriFirst
made by the Whitcrafts or by a third party intermediary on the Whitcrafts’ behalf.

o The Whitcrafts shall cause their counsel, John H. Carney, to file a Release of
Claim form in the real property records of Dallas County, Texas, releasing any
interest he and/or his law firm, John H. Carney & Associates, may have in the
Lakewood House, and the Whitcrafts shall cause Mr. Carney to serve copies of
such release on the Settling Parties.

e The Settling Parties shall be solely responsible for the payment of their respective
attorneys’ fees, court costs, expert witness fees, court reporter’s fees, and all other
expenses incurred on their respective behalves as a result of or in connection with

the Lawsuit and the Settlement Agreement.

II1, Request for Approval of Settlement Agreement

Receiver respectfully requests that the Court approve the Settlement Agreement in the
executed form attached hereto as it is in the best interests of the investors. The Lakewood House
is currently listed for sale for $1,399,000. Once sold, the net proceeds will be placed into the
Estate for operation of the Estate and for ultimate distribution to investors. The personal
property the Receiver has agreed to return to the Whitcrafts consists of artwork previously
viewed by the Receiver’s art expert and found to have very little, if any, value, and the contents
of a dressing table box found in the Lakewood House.

Moreover, the release language contained in paragraph 5 of the Settlement Agreement, as

pointed out above, contains specific carve-outs reserving and not releasing: (i) the Receiver’s
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claims against Lois Whitcraft for her failure to comply with the Memorandum Opinion and
Order entered by the Court in this action on August 7, 2008, and any collection efforts that the
Receiver may institute in connection therewith; (ii) the Receiver’s and Lois Whitcraft’s claims in
the Appeal; and (iii) any claims the Settling Parties may have against each other concerning
SDOs purchased from AmeriFirst by the Whitcrafts or on their behalf.
IX.  Conclusion
For the reasons stated herein, the Receiver requests the Court enter an Order approving

the Settlement Agreement and allowing the Receiver to close on the Settlement Agreement for
the benefit of the Estate and the defrauded investors.

Respectfully submitted:

/s/ Spencer C. Barasch

Spencer C. Barasch

State Bar No. 00789075

Suzanne B. Campbell

State Bar No. 24027547

ANDREWS KURTH LLP

1717 Main Street, Suite 3700

Dallas, Texas 75201

Telephone: (214) 659-4400
Facsimile: (214) 659-4401

Joe C. Holzer

Texas State Bar No. 09933800
ANDREWS KURTH LLP
600 Travis, Suite 4200
Houston, Texas 77002
Telephone: (713) 220-4172
Facsimile: (713) 238-7278

COUNSEL FOR RECEIVER
WILLIAM D. BROWN

PARTIALLY UNOPPOSED APPLICATION FOR APFPROVAL OF
SETTLEMENT AGREEMENT WITH LOIS AND RONALD WHITCRAFT -PAGE 5

DAL:72109%9.1



Case 3:07-cv-01188-D Document 361  Filed 10/31/2008 Page 6 of 8

CERTIFICATE OF CONFERENCE

I hereby certify that on October 31, 2008 I conferred with Mr. Jeffrey B. Norris, Senior
Trial Counsel at the U.S. Securities & Exchange Commission, and the Commission does not
oppose the relief requested in this application.

/s/ Spencer C._Barasch
Spencer C. Barasch
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CERTIFICATE OF SERVICE

I hereby certify that on October 31, 2008, I electronically submitted the foregoing
document with the clerk of the court for the U.S. District Court, Northern District of Texas, using
the electronic case files system of the court. The electronic case files system sent a “Notice of
Electronic Filing” to the following individuals who have consented in writing to accept this

Notice as service of this document by Electronic means:

Phillip W. Offill, Jr.
10440 N. Central Expressway, Suite 1295
Dallas, Texas 75204

John H. Carney

John H. Carney and Associates
One Meadows Building

5005 Greenville Avenue, Suite 200
Dallas, Texas 75206

Ed Tomko

Curran Tomko Tarski LLP

1700 Pacific Avenue, Suite 4545
Dallas, Texas 75201

Jeffrey B. Norris

U.S. Securities & Exchange Commission
801 Cherry Street, 19th Floor

Fort Worth, Texas 76102

William M. Ravkind

Ravkind & Associates

5005 Greenville Avenue, Suite 200
Dallas, Texas 75206

Lindy D. Jones

Jones Allen & Fuquay
8828 Greenville Avenue
Dallas, Texas 75243
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I hereby certify that I have served the foregoing document by mailing a copy to the
following individuals:

Dennis W. Bowden
10220 Marsh Lane
Dallas, Texas 75229

Mr, and Mrs. Robert Kreck
203 N. 20th Court
Cape Coral, Florida 33909

Mr. Jim Miller
214 Hurst Blvd.
Hurst, Texas 76053

Mr. William P. Wood
12770 Waterford Circle, Apt. 240
Fort Meyer, Florida 33919

{8/ Spencer C. Barasch
Spencer C. Barasch
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