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Amalia Rodriguez-Mendoza
District Clerk

Travis District

NO. D-1-GV-08-000050

STATE OF TEXAS, § IN THE DISTRICT COURT OF
Plaintiff §
V8. 8 TRAVIS COUNTY, TEXAS
§
WEBB COUNTY TITLE §
& ABSTRACT COMPANY, INC., § 201st JUDICIAL DISTRICT
Defendant

APPLICATION FOR RECOVERY OF SURETY BOND PROCEEDS
[WESTERN SURETY COMPANY]

TO THE HONORABLE JUDGE OF SAID COURT:

Comes now Cantilo & Bennett, L.1..P., Special Deputy Receiver of Webb County Title &
Abstract Company, Inc. (the “SDR” and “Webb County” respectively), and files this Application for
Recovery of Surety Bond Proceeds {Western Surety Company ] (the “Application™), and in support
thereof would respectfully show the Court as follows:

L. BACKGROUND

1.1 Webb County was placed in receivership in this proceeding on January 11, 2008. The
Court entered an Agreed Order Appointing Liquidator and Permanent Injunction on January 11,
2008 appointing the Texas Commissioner of Insurance as Permanent Receiver. The Receiver
designated Cantilo & Bennett, L.L.P., as SDR of Webb County effective as of May 2, 2008.

L2 The subject matter of this Application has been referred to the Special Master
appointed in this proceeding in accordance with Paragraph III of the Order of Reference to Master
entered on April 10, 2008,

1.3 The SDR seeks to recover the proceeds of a surety bond issued by respondent, Western
Surety Company, to Webb County. The SDR will use the proceeds to administer the Webb County

Receivership Estate for the benefit of all parties and claimants, including those who have suffered
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any loss covered by the bond. Payment of the proceeds to the Webb County Receivership Estate

will prevent any similarly situated creditors from obtaining a preference from the assets of the estate.

II. STATUTORY AUTHORITY
2.1  The SDR is authorized to file this Application pursuant to TEX. INS. CODE § 443.154
and TeEX. INs. CODE § 2651.104. Under § 443.154(a), the SDR has all the powers of the Recetver,
unless specifically limited by the Receiver.
2.2 Respondent Western Surety Company is a duly authorized insurance company in the
State of Texas. By law it is required to and does maintain with the Texas Department of Insurance

an “Attorney for Service,” CT Corporation System, 350 North St. Paul Street, Dallas TX 75201.

HI. BASIS FOR APPLICATION

3.1 Webb County was a title agency. It was required to and did maintain a surety bond
pursuant to TEX. INS. CODE § 2651.101. Bond No. 69143743 was issued by Westém Surety Company
on April 18, 2001 (hereinafier referred to as the “Surety Bond™). A true and correct copy of the
Surety Bond is attached as Exhibit 1.

3.2 The Surety Bond is payable to the Texas Department of Insurance by both its
express terms and the provisions of TeEX. INS. Copg § 2651.101, which provides as follows

(emphasis added):

§2651.101. BOND REGUIRED. (a) Each licensed title

insurance agent and direct operation shall make, file, and pay fora
surety bond payable to the department and issued by a corporate
surety company authorized to write surety bonds in this state. The

bond shall ebligate the principal and sarety to pay for any

(1) any participant in an insured real property
transaction through an act of fraud, dishonesty, thefi,
embezzlement, or wilful misapplication by a title insurance agent
or direct operation; or
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{2) the department as a result of any administrative
expense incurred in 3 receivership of a title insurance agent or
direct operation.

3.3.  On or about December 19, 2007, the Texas Department of Insurance determined
that a loss covered by the Surety Bond had been sustained by claimant, Horace Hall, on behalf of
Manuel Riverol, Manue! Riverol Meade, Inigno Riverol Meade and Joaquina Riverol Meade. The
Department prepared a Statement of Loss and served it on the Office of the Attorney General
pursuant to TEX. INS. CODE § 2651.104, A true and correct copy of the Department’s Statement of
Loss is attached as Exhibit 2. The loss described in the Statement of Loss is $146,000-greatly in
excess of the bond. Additional losses, which would be covered by the Surety Bond, have been
discovered.

3.4 Webb County was placed in receivership in this proceeding on January 11, 2008.
The Commissioner designated Webb County as an “Impaired Agent” under Texas Insurance Code
Chapter 2602 on January 15, 2008. The Webb County Receivership Estate will incur administrative
expenses in connection with the receivership in excess of $100,000-the amount of the bond. In fact,
$200,000 from the Department’s Abandoned Property Fund has been provided to the estate in order
to cover initial expenses of administration as allowed by TEX. INS. CODE § 443.304,

3.5 The Department has designated the SDR to recover the proceeds of the Surety Bond
for the benefit of all parties who have suffered any loss covered by the bond or deposit. Section

2651.104 of the Code provides that:

{a) On receipt of a written statement under Section 2651.103, the attorney
general shall investigate the charges and, on determining that a
loss covered by the boad or deposit has occurred, shall enforce the
liability by collecting against the deposited cash or securities or
by filing suit on the bond.
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{b) A suit brought under this section shall be filed in the
name of the department in Travis County for the benefit of all
parties who have suffered any loss covered by the bond or deposit.

3.6 This application is brought pursnant to the above referenced statute. Western Surety

Company has been notified of the Statement of Loss and the receivership. See Exhibits 2 and 3.

IV. RELIEF SOUGHT

4.1 The SDR moves the Court, after notice and hearing, to order Western Surety
Company to pay to the SDR the full proceeds of the Surety Bond and, after payment, discharge
Western Surety Company from any and all additional liability on the Surety Bond and to any and all
claimants, inc!gding, but not limited to, Horace Hall, on behalf of Manuel Riverol, Manuel Riverol

Meade, Inigno Riverol Meade and Joaquina Riverol Meade.

¥. NOTICE
51 Pursuant to §443.007(d), this Application has been served on the destgnated Attorney
for Service for Western Surety Company, the claims representative of Western Surety Company,
Leanne Niebuhr, and the entire service list for this proceeding, including without limitation, all
IGAs, in the manner shown on the Certificate of Service. Service of the Application and the Notice

of Submission complies with §443.303(e).

VI. OFFER OF PROOF

6.1  Cantilo & Bennett, LL.P., as Special Deputy Receiver, through 1ts authorized
representative, Susan E. Salch, submits its certificate pursuant to §443.017(b) verifying the

statements in this Application and authenticating the attached exhibits.
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VII. CONCLUSION

7.1 In conclusion, the SDR urges the Court to grant this Application. Payment of the
proceeds of the Surety Bond will enable the SDR to continue to administer the estate, prevent
creditors from obtaining preferences in violation of the priority of payment provisions of the Insurer
Recetvership Act, and reduce the claim by Western Surety Company in the estate by eliminating the
expense of attorney’s fees and costs of litigation.

PRAYER

WHEREFORE PREMISES CONSIDERED, the SDR respectfully requests this Court to

grant this Application, and grant such further relief to which it may show itself to be justly entitled.

Respectfully submitted,

s G

Chnstopher Fuller

Texas Bar No. 47515500

4612 Ridge Oak Drive

Austin, Texas 78731

Tel. (512) 470-9544

Fax. (512) 374-0957

cfuller@fullerlaw.org

Attorney for Cantilo & Bennett, L.L.P,,

Special Deputy Receiver of Webb County Title & Abstract

v QO hweind

Jo Ann Howhrd

Texas Bar No. 10072310

Jo Ann Howard & Associates, P.C.
P.O. Box 160130

Austin, Texas 78716

Tel. (512) 791-0911

Fax (512) 329-6612
Jamanrd3{@aol.com

Attorney for Cantilo & Bennett, L.L.P.,
Special Deputy Receiver of Webb County Title & Abstract
Company, Inc.
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CERTIFICATE OF SERVICE

Lcertify that on July 7, 2008, a true and correct copy of this Application was served pursuant
to the Order of Reference, the Texas Rules of Civil Procedure, and TEX. INS. CODE ANN. §§ 443.007

{d) and 443.303(e) on the foliowing. %
M‘]L b\ﬂ M.k

Chri¥ Fuller / Jo Ann Howard

Tom Collins, Special Master
c/o Ms. Jean Sustaita

P.O. Box 149104

Mail Code 305-1D

Austin, TX 78701

Jean. Sustaita@tdi state. tx.us

Kurt 1. Lyn

Attorney for Xerox

Lam, Lyn, Robinson & Philip, P.C.
3555 Timmons Lang, Ste. 790
Houston, TX 77027

Fax: 713-772-7085

klyn@lirplaw.com

H.C. Hall I

Attomney for Riverol claimants
Hall, Quintaniila & Alarcon
P.O.Box 207

Laredo, TX 78042

Fax: 950-723-8168

Tel: 936-723-5527
hchall@sbcglobal.net

Albert F. Muller, II1

Attomey for A. F. Muller Company & La Bota Development Co, Inc.
6911 Chevy Chase Drive

Sugarland, TX 77479

Fax: 281-602-4079

albertmuller@comcast.net

Mr. John Villarreal

International Bank of Commerce
P.O. Drawer 1359

Laredo, TX 78042-1359
john_villarreal@iboc.com

Jon D, Lowe
Axtorney for IBC Bank
Martin & Drought, P.C.
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300 Convent St., 25th Floor
San Antonio, TX 78205
Jlowe@mdtlaw.com

D. Ronald Rencker

Attormey for Fidelity National Title Insurance Company
Munsch, Hardt, Kopf & Harr, P.C.

3800 Lincoln Plaza

500 N Akard Street

Dallas, TX 75201-6659

Fax: 214-978-4384

rreneker@munsch.com

Ricardo de Anda

Attorney for City of Laredo
Plaza de San Agustin

212 Flores Ave.

Laredo, TX 78G40

Fax: 956-726-0030

arceliap@gmail.com

R. Christopher Clark

Glast, Phillips & Murray, P.C.
219 E. Houston Street, Suite 400
San Antonio, TX 78205

Fax: 210-244-4199
cclark@gpm-law.com

Carl Barto

Attorney for Raquel Gonzalez
Law Offices of Carl M. Barto
611 Hidalgo

Laredo, TX 78040

Fax: 956-722-6739
cmblaw(@netscorp.net

Javier Montemayor
1814 Victoria Street
Laredo, TX 78040
lawjm@sbcglobal net

Texas Title Insurance Guaranty Association

Burnie Bumer

Mitchell, Williams, Selig, Gates & Woodyerd, P.L.L.C.
P.O. Box 2212

106 E. Sixth Street, Suite 300

Austin, TX 78768-2212

bburner@mwsgw.com
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CNA Surety/ Western Surety Company
Leann Niebuhr

P.O. Box 5077

Sioux Falls, SD 57117-5077

lea nicbuhr@cnasurety.com

Jenny Jackson

Assistant Attorney General
Financial Litigation Division
P.O. Box 12548

Austin, TX 78711-2548
jennifer jackson(@oag.state.tx.us

Alamo Title Insurance
ATTN: Betsy Thompson
10010 San Pedro, Suite 440
San Antonto, TX 78216
Tel: 800-292-5320

betsy thompson@fnf.com

United General Title Insurance Company
ATTN: Sally Vetters

13750 San Pedro, Suite 715

San Antonio, TX 78232

Fax: 800 -204-6614
svetters@ugtic.com

Laredo FBI Field Office
ATTN. Aaron Ackland

109 Shiloh Drive, Suite 430
Laredo, TX 78045
aaron.ackliand@ic.fbi.gov

Webb County District Attorney
ATTN: Veronica Molina

110 Victoria St. Suite 401
Laredo, TX 78040
{956)523-4900

Roy Ibanez

Attomey for Patricia Garcia
Law Firm of Roy Ibanez
1410 Dove

McAllen, TX 78504
ribanez@ribanez.com

Ityse Lerner

Attomey for Continental Homes of Texas, LP
Arnmbrust & Brown, LLP

100 Congress Avenue, Snite 1300
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Austin, TX 78701
ilerner{@abaustin.com

Daniel Meyers

1776 Powder Mill Road
Silver Spring, MD 20903
Fax: 301-434-0157
danielmyers@verizon.net

Internal Revenue Service
P.O. Box 45595, MC 8420G
Cincinnati, OH 45250-5595

James Lee, Jr.

Attorney for General Electric
919 Congress, Suite 1300
Austin, TX 78701

Kenneth A. Valls

Wilson, Trevino, Freed, Valls & Trevine, L.L.P.
600 San Bernardo, Suite 300

Laredo, TX 78040

kennethvalls@wtfcv.com

Anthony C. McGettric
Assistant City Attorney
City of Laredo

1110 Houston

Laredo, TX 78040

Tel: (956)791-7318

Fax: (956) 791-7494
amcgetiric@ct laredo.x.us

Webb County Tax Collector
1110 Victoria St., Suite 107
P.O. Box 420128

Laredo, TX 78042

L.LS.D. Tax Office
820 Main Ave,
Laredo, TX 78040

Texas Workforce Commission
Regulatory Enforcement Diviston
101 E. 15™ Sireet

Austin, TX 78778-0001

Angel Garrett
Texas Department of Insurance
Financial/Rehabilitation & Liquidation Oversight Division
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333 Guadalupe, Mail Code 305-1D
Austin, TX 78701
Angel Garrett@tdi. state. tx.us

Rachel Giani

Texas Department of [nsurance

Financial/Rehabilitation & Liquidation Oversight Division
333 Guadalupe Mail, Code 305-1D

Austin, TX 78701

Rachel Giani@tdi state.tx.us

Leanne Layne

Texas Departiment of Insurance

Financial/Rehabilitation & Lignidation Oversight Division
333 Guadalupe, Mail Code 305-1D

Austin, TX 78701

Leanne.Layne@tdi. state.tx.us

John Walker

Texas Department of Insurance

Financial/Rehabilitation & Liguidation Oversight Division
333 Guadalupe, Mail Code 305-1D

Austin, TX 78701

John. Walker@tdi.state.tx.us

Christopher Fuller
Fuller Law Group
4612 Ridge Oak Drive
Austin, TX 78731
cfuller@fullerlaw.org

Jo Ann Howard

Jo Ann Howard & Associates, P.C.
P.O. Box 160130

Austin, TX 78716
iamanrd3@aol.com
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SPECIAL DEPUTY RECEIVER'S CERTIFICATION PURSUANT TO TEX, INS.CODE ANN.
§443.017{b)
AFFIDAVIT OF SUSAN SALCH
State of Texas

County of Travis
BEFORE ME. the undersigned anthority appeared Susan Salch, who alter being by me duly sworn,

stated the following under oath:

1. "My name is Susan E. Salch. I am competent to make this affidavit. The statements of fact st forth
herem are true and correct, and are within my personal knowledge.

2. "T'am a partier in Cantilo & Bennett, I.L.P., Special Deputy Receiver of Webb County Title &
Abstract Company, Inc. (the “SDR” and “Wcbb County™). I am duly authorized to make this Certification and
Affidavit on behalf of the SDR.

3. Tcertify that the exhibits, books, accounts, records, papers, correspondence, and/or other records
and decuments attached hereto were produced pursuant to TEX. INS. CODE ANN, §443.017(b), are true and
cotrect copies of records created by and filed with the Receiver’s office in connection with the receivership of
this delinquent msurer, and are held by the Special Deputy Receiver in its official capacity.

3. [ further state that ] have rcad the statements contained in the attached Application and that they are
true and correct based on my personal knowledge, my review of eslale records and my consultation with my
staff and sub-contractors.

4. Further affiant sayeth not.

s poty . Sclot

Susan E. Salch

SUBSCRIBED ANDI SWORN TO BEFORE MFE on July 7, 2008, by Susan [, Saich, on behalf of
Cantilo & Beanctt, L.L.P., Special Deputy Receiver of Webb County Title & Abstract Company, Tnc. in

FeCEiVErSihiDauou

DENISE DOYLE
Nolaty Public, State of Texas
My Gommission Explras:
Jujy 28,2008
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APPLICANT'S NOTICFE OF SUBMISSION

Pursuant to the terms of the Order of Reference to Master entered by the District Court in

this cause, the SDR’s Application for Recovery of Surety Bond Praceeds 1s hereby set for written

submisston before the Special Master, Tom Collins, on July 21, 2008,

The Special Master has asked that the following rules be provided you:

I

Any objection must be filed with the Travis County District Clerk at least three (3)
calendar days before the submission date.

A copy of any objection shall be served by such date on:

{a) The Special Master's Docket Clerk, Ms. Jean Sustaita, Texas Department of
Insurance, (Hand Delivery) 333 Guadaiupe, Hobby Tower 3, Room 550, Austin,
Texas; or {Mail To) P. O. Box 149104, Austin, Texas 78714-9104

(b) All interested parties, including the undersigned counsel and those listed on the
Applicant’s Certificate of Service.

The written objection must specifically list all reasons for objection with supporting
references to and discussion of statutory and case authorities. Reasons not stated in
writing will not be considered orally.

If a matter is set for submission, an objecting party shall expeditiously coordinate with
Applicant’s counsel and the master’s docket clerk [(512} 463-6450] to obtain an oral
hearing, unless the master determines that an oral hearing is not necessary. The
objecting party shall serve a Notice of Oral Hearing on applicant’s counsel and all
interested parties, including those listed on the Applicant’s Certificate of Service.

Failure to file timely a written objection before the Special Master constitutes a waiver
of the right to object to the Special Master's recommendation to the District Court.

Any Acknowledgment of Notice and Waiver to be filed by the Guaranty Association or
other interested party should be filed at least three (3) calendar days before the
submission or hearing date.

Christopher Fuller
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As Principal, whose address is 1620 Santa Crsula, Larede, Texas 79041

and . : o WESTERN SURETY COMPANY

as Suraly, being a surety company authorized fa do business in the State of Texas, are held and firmly bound unfo the
Texas Depariment of insurance in the sum of _One Hundred Thousand apd 0C/100 .

Exhibit 1 - Surety Bond

JAN-2-08 10:50  FROM-AEEB COUNTY TITLE 2107288328 T84T P.08/13  F-518
- 4 ' S Duplicate
TEXAS TITLEC. SURANCE AGENT'S/DIRECT DPé. ATION'S BOND

—— ey 2 2 — ——— .

KNOW ALL PERSONS BY THESE PRESENTS: Bond No. : 62143743

THATWE __ . Wehb County Titla.and Abatracr Cs., Tace .

——

- 3100, 900.00

- a A s e ——

(bond amount determiﬁed by Articla 9.38 of the Texas Insurance Code) payable to said Department for the use anci
benefit of any injured party, lawful money of the United States for tha payment of which well and truly to be mada, we,
jointly and severally by these presents, do firmly bind ourselves, our heirs, executors, administrators, successors and
assigns. L e s e

The conditions of the above nbligations are such that;

WHEREAS the abave named Principal has made application to the Texas Department of Insurance for a license as a
Tille Insurance Agent/THrect Operation to engage in or continue in the business of a Tile Insurance Agent/Direct
Operation, in aceardanee with the provisions of "The Texas Titla Insurance Act® of The Stats of Texas.

NOW, THEREFORE, if the Principal shall pay 1o the Texas Department of Insurance such pecuniary losses as may
result to any participant in an insured real estate transaction which shall be sustained through acts of fraud, dishanesty,
theft, embezzlement, or willful misapplication an the part of said Principal then this obligation shall be void, atherwise 10
remain in full force and effect, subjsct to the following conditions;

1. Itisagreedthatasof .. ... . _April 18 _ 2001  this bond shall be in full force and
effect indefinitely and that a continuation ar renewal certificate is unnecessary.

2. The surety may at any time cancél this bond by giving thirty days written notice to the Texas Department of
Insurance, the surety, howaver, remaining fiable for any defaulls under this hend cemmitted prior to the exgiration
of such thirty-day period. '

3. In na event shall the aggregate fiability of the Surefy under this bond for any and all damages to one or more
claimants exceed the penal sum of this bend.

IN WITNESS WHEREQF said Principal and Suraty have executed this hond this . 18th day of
April , 2001 ta be effective on the l3<h day of April , 2001
|
SR, Principal

P R N Y

T R A N , .
St e N By:
Fiby T AR
Furiey Nited Address:
A R '
N T TERN, SURETY COMBANY

AT oy . Surety

R By
INSCORP INC. BY: 1 Bresident
Local Recording Agant Ofljza Tes

TDI 000001

01/29/2008 10:47AM



JAN-28-08 10:50 FROM-WEBE COUNTY TITLE 2107266328 T-874 P.00A13 F-B18

i I-

¢ : (

Western Surety Company

POWER QF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS:  [JJPLICATE

That WESTERN SURETY COMPANY, a corparation organized and axisting under the laws of the State of Sauth Daketa,
and authorized and licensed to do business in the States of Alabama, Alaska, Arizone, Arkansas, California, Colorado,
Connecticut, Delaware, District of Cojumbia, Florida, Georgia, Hawai, daho, Hincis, Indiana, lowa, Kansas, Kemucky,
Louisians, Maine, Maryland, Massachusstts, Méchigan, Minnesota, Mississippl, Missouri, Montana, Nebraska, Nevada, Naw
Hampshire. New Jersey, New Mexico, New York, Nerth Caroiina, North Oakota, Ohia, Oldahama, Oregon, Pennsyivania,
Rhode lstand, South Camfina, South Dakora, Ternessee, Texas, Utah, Vemment, Virginia, Washington, West Virginia,
Wisconsin, Wyoming, and the United States of America, does hereby make, consiivte and appomt

e Stepben T.Pate . L e e 0f . . SiewmPalls. . L.,
Swteol . SowhPaketa . . . ._.._,itsregularty elected ... _. . Execulive Vice President |
as Attomaey-in-Fact, with full power and authority hereby conferred upon him 1o slgn, execute, acknawlenge and deliver for
and on jts bahalt as Sursty and as {15 act and desd, all of the fallawing classes of documenta te-wit:

Indemnity, Surety and Lindertakings that may be desired by contract, or may he given in any action or proceecling in any court of aw or
etjuity, paficies JAgpmnifying employars agalnst jose or damage cawsad by the misconauct of haeir employees; official, Pall, and surety and
ﬂdalrty,‘whgsqm@m ity in )l cases whare indemnity may be Rwiily given; and with full pawar and axthority 10 execute consants and
Y eianga or extend any Hond of docursent exsciaed for s Company, and 1o compromise ana sate any and afl claims
or goin Q\g{ﬂq}pj} S ’aga.lnst =aid Lompany.

: s .
Z 2 WadBm Suretv‘éﬂﬁpa@ futher certfies that The foliowing i a Trua and exact copy of Secion 7 of the hy-laws of Westem Surety
cm_ﬁw duly adoplag afy(-'new in farca, to-wit:
S A ST .

3 s:qgnpﬁ 72 AN Refapolieies, undartakings, Powsrs of Attomay, of ather obillgalions of the corparation shall be executed In the
corpigEyd fame. ol Ha Compeny by the Prasidem, Secretary, any Assistam Secretary, Treasurer, or any Vica Prasident, or by such other
officers 3 T 6daid 51 Direcrors may aumioriza. The President, any Vics President, Secretary, sy Assistant Secratary, or he Treasurer may
sppoint Abitidysii-Fact or aganis who shill have aumonmy 10 issus hands, policies, ar undertakings In the neme of the Company. Tha
corporate seal is no) necessary for the validiy of any bends, policies, underiakings, Powers of Attomey or ather ohiigations of the
cofporation. The signature of any such officar and he carporate ssal may ba printad by facsimile.

17y,

AT -3

T

In Witness Whereof, the said WESTERN SURETY COMPANY has caused these presents to be execuled by
Fxecutive Vice President  with the corporate seal affixed this  18th .dayof Bpril , 20071

ATTEST _ WESTE SWRETY COMPANY..
Asslstant Sacratary

Stephan T. Pare, Exaoutive Vica President

STATE OF SOUTH DAKDTA | “
COUNTY OF MINNEHAHA |

Onthis 18th | dayof April ‘ ., 2001 , befere me, a Notary Public, personally appeared
Stepnen . Para and L. Nalson
who, baing by me duly swam, acknowiedged that they signed the abave Pawer of Anorney as  Execulive Vice President
and Assistamt Secratary, raspectively, of the said WESTERN SURETY COMPANY, ana acknawiedgad said instrument to be
the vojuntary act and deed of said Corporation.
o B o g £ S Sy B Sy St i S e By St S Sy

D. KRELL H

. ¥
NOTARY PUBLIC 4 ‘
SEAL JsouTH naoTalSEAL % A‘Q W
My Commissien Expires 11-30-28006 . - Notary Fublic
-

e e e
'™

5
o g g i 5 S By By Dy oy iy g St Endain k. B
Fom F1575-4.2001 {5
™03 000co2 :

01/29,/2008 10:47AM



JAN 28=08 13:51 FROM-WEBB COUNTY TITLE 2107268329 T-874 P.10A13 F-618

A\ Western Surety Company

e IMPORTANT NOTICE

Ta obtain information or maka a complaint:

¢  You may call Western Surety Company’s toll-free telephone number for information or to
make a complaint at

1-800-233-8800

® You may also write to Western Surety Company at
P.O. Box 655908
Dallas, TX 78265-5908
or
P.0. Bax 5077
Sioux Falls, SD 57117-6077

¢ You may contact the Texas Department of Insurance to obtain information on
companies, coverages, rights or complaints at

1-800-252-3439

¢ You may write the Texas Department of Insurance
P.O. Box 149104
Austin, TX 78714-9104
- FAX #(512) 475-1771

¢ PREMIUM OR CLATM DISPUTES:
Should you have a dispute cancerning your premium or about a claim, ven should
contact the agent first, If the dispute is net resolved, you may contact the Texas
Pepartment of Insurance, :

¢ ATTACH THIS NOTICE TO YOUR POLICY OR BOND:
This notiee i3 for information only and does not becorne s part or condition of the

attached document.

Form 1929-3-92 TDT DO00O3

01/29/2008 10:u47AM



JAN-28-08 10:51 FROM-WEBE COUNTY TITLE 2107288328 T-874 P HI/1E F-E18

L4 - ' - " WD WY Db AT WP DRSS T r
_9TATE OF TEXAS }ss .(Corporata Qfficar)
" County of Dallas DUPLICATE
fn this lath day of April . y 2 2001 before me, a Nﬂtﬂl’]’ Public i

and fot a1 Counsy, porsonslly appeared Stephen T, Pate, President

parsanally known to me, who being hy me duly sworn, did say that he is tha aferesaid afficar of WESTERN SURET"
COMPANY, a corparation galy arganized and existiog under the lawn of the State of South Dakorg, that the seal affixad to th
foregning instrument is the corporate epal of said corporation, that Y snid mstrument was signed, sealed and executed o)
bahalf of waid carporation by antherity of its Board of Divectocs, and ficther acknowledge thet the said instrmment and th
sxscntion thereof to ha the voluntary act and deed of ssid corporation,

IN WITNESS WHEREOF, I have hereunto suhserihad my name and affixed my official soal at Dalles, Toxas, the day en
yapr last above written,

" My commission expiras . .
NOV 0 6 2001 %‘m’ 7778

Forme 103-C-1268

Notary Public

TDI 4006004

0172972008 10:47AM



Exhibit 2 - Statement of Loss
JAN=29-08 10:48 °  FROM-WEBB COUNTY TITLE 2107288328 T-874  P.O2M13 F-B18

©CNROUKEIT

101 8. Phips Avenue, Sioux Fans, S0 571046700 et

0. 80X 3077, Siaux Fall, SD 87117-5077 O O ot
Telophons 605-330-2601
Facsimite 605-877-7724
leq.rebuhr@cnastiraty.com

January 24, 2008

Webb County Title And Abstract Co., Ine. g ovid /<ured b

1620 Santa Ursula

Larcdo, TX 78041 (o pany

RE:  Principal: Webb County Title And Absiract Co., Ine.

Surety: Western Surety Company

Bond No.: 69143743
Clamm Ne.: 91315970

As your bonding company, we have received the enclosed demand from Texas Department of Insurance.

If this Company is required to make any payment on your behalf or if we incur any expense, including
amorney fees, we will be entitled to reimburscment from you under the terms of the indemnity agroement.
By copy of this letter, we remind the indemnitor, Raquel Gonzalez, that should payment be made under
the bond, we will look to her for reimbursement imder the terms of the indemnity agreement.

You are required to have the full amount of this bond in order to mainiain your license to do business.
We are required 10 notify the Siate of Texas if any paymems are made from the bond; this will reduce the
amount below the imit necessary to maintain your lcense.

If you do not have a defense, you should immediately resolve this claim. I you have 2 defense to the
ciairmn, please furnish a fill explanation snd any documentation to support your pogition. We may be ioje
1o deny liability if you have a valid defense.

Since we are under an ohligation to furnish the claimant with a promp response, we must hear from you
prior to February 13, 2008, or we may need to assyme the correcmess of this claim, arrange a settlement
10 the extent of our habxhty, and then look 1o you under the terms of the indemmity agreement for full and
immediate reimbursement.

Please note that if the bond or any other bond is cwrrently in force and you fail 1o respond to this matter,
such non-responsiveness may result in cancellation and/or non-renewal of this bond and any other bonds.
We urge you to prompﬂy Tespond in wWriting usmg the enclosed, self-addressed envelope or via fax a1
605-977.7724.

Sincerely,

oo Al A

Leann NMiebubr

Authorized Representative
of Western Surety Company
Enclosures

cc: Laredo Insurance Agency, Inc. by Fax
.Raque] Gonzglez

01/28/2008 10:47AM
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- | o RECEIVED

g‘*ﬂ}*. Texas Department of Insurance JAN 1 12008

RS & 3] Enfareement Division, Mall Code 110-1A
\ %) 333 Guadalupe « P. 0. Box 149104, Ausiin, Texas 78714-9104 SURETY CLAIMS
' 512-475-1821 talephone » www.tdi.atate f.us

January 8, 2008 COPY Lary3143

Wesrern Surety Company VIACERTIFIED AND REGULAR MATL
P.O. Box 5077 CERTIFIED MAIL NO. 7005 0390 0000 8968 3273
101 South Phillips Avernue RETURN RECEIPT REQUESTED

Siowx Falls, South Dakoma 57117-5077

RE: Nortce of loss covered by Texas Thle Insurance Agent’s Bond, Bond No. Webb
Courr T’xrl; & Abstracy Co., Inc., provided pursuant ro TEX, INs. CODE ANN, §§
2651.103(c).

To Whom Iz May Concern;

This lerrer is to advise you thar the Texas Deparrment of Insurance is of the opinicn thar
Mznuel Riverol, Manuel Riverol Meade, Inigno Riverel Meade, and ]'oaquma Riverol Meade
bave suffered a loss covered hy Webb Counr Tirle 8 Absrract Co., Inc.’s Texas Tule
Insurance Agent’s Bond, Bond No. 69143743, which was issued by your company on April
18, 2001. Ths nomce i provided 1o you as required by TEX, Ins, CODE ANN, § 2651.103(c).
For your reference, the Departmem’s findings, described in the Starement of Loss Cavered
by Bond or Deposit, and supporting documentation are akso amached.

The Department has referred dus macter w the Office of the Aromey General for frther
investigation pursuant to TEX. INS. CODE ANN. § 2651.104. If enforcement of the labilxy 35
warranted, the Office of the Amomey General will file 2 suir or the bond in Travis Gounry
Diserict Courr. Should you have any quesdons abour :]us novce or the enclosed documents,
please conmact me directly ar 512-475-2023.

Sincerely,

“in

Cass B raff Amomey

Enforcement Division, Mait Code 110-1A
Texas Deparrment of Insyrance

333 Guadalupe

Austn, Texas 78701

(512) 475-2023

(512) 475-1772 (fax)

State Bar Number: 24040613

Enclosures

01/29/72008 10:47AM
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- STATEMENT OF LOSS
COVERED BY BOND OR DEPOSIT
To: The Office of the Artomey Gereral

From; Cass Burron, Sraff Anomey, Enforcement Division, Texas Deparyment of Insurance

Bond N*: 69143743
Principalk  Webb Cowunty Title & Abstract Co,, Inc.

Surety: Westem Surety Company

Claimant  Horace Fall, on behalf of Manuel Riverol, Manuel Riverol Meade, Inigno Riverol
Meade, and Joaquinz Riverol Meade

The Departmem has detepmined that 2 Inss covered by a ttle insurance agenr’s bond or
deposit has occurred. This written statement of the facrs of the loss is prepared for the Office of
Amomey General as required by TEX. Ins. CODE ANN. §§ 2651.103 — 2651.104, The Deparrment
would show the following:

1. Each Scensed title insurance agent and direct operation shall make, filz, and pay for a surety
bond payable ro the Deparmment and issued by 2 corporate surery company authorized o
" write surery bonds in dhis state.!

2. As required by law, Webb County Title 8 Abstract Co., Inc. (“Webb Title™) purchased a
$100,000 Texas Tirle Insurance Agenr’s Bond from Westem Surery Company.”

3. The rerm of the bond, which began on April, 18, 2001, is indefinite. Tt can only be cancelled
by giving wrirren notce to the Deparrment,

4 Momel Riverol, Manuel Riverol Meade, Inigno Riverol Meade, and Joaquina Riverol Meade
(collecrively the “Rivernl-Meade's” or the *comphimanrs™) complain that Webb Tirle
defrauded the family of $146,000 between June and November of 2006

5. The acrivity occurred afrer the bond was execured in 2001, and there is no evidence thar the
" bond was cancelled in 2006, Therefore, the loss occurred duriog a period of ume that the
bond was in effect. -

e acentor di 1O1 respo: = forthe loss,

6. A Texms Title Insurance Agent’s Bond obligates the principal and surery to pay for any
pecuniary loss sustained by any participant in an insured real property transacrion through an
act of fraud, dishonesty, theft, embezzlement, or willful misapplicarion by a ritle insurancz
agem or direct operation.’

1 Sae T, ING, Cobe AN, § 2651.101{a) (Vernon 2007).

2 See Fxhibit A, TDI 000001; a copy of the surety bond issued m Webb Tue. o

3 See Exhibit B, TDI 050010 and TDI 000016; a copy of complaier filed by the Riverol-Meade’s which includes dared
HUD-1 sevtlemen: sitcments,

4 Sar TEX. IS, CODE ANN. § 2651.101(a) (1) {Vernon 2007).

0172972008 10:47AM
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STATEMENT OF LOSS
Webb County Title & Absiract Co., Inc.
Page2cfd

7. Here, the Riverol-Meades, pamicipants m twe Insured real property wansactions closed by
Webb Thle, sustained 2 combined loss of $146,000 as a result of acts of embezzlement and
frand by Webb Trrle’s employees.

A. Embezzlement— GF No. 05002693 / Hector Hall Developments, 1.C. Sale

8. On or arormd June 13, 2006, the Riverol-Meade’s sald property in Laredo, Texas worth
$700,000 o Hecror Hall Developments, L.C. (“Hall Developments©).

9. "The rransacrion closed at Webb Title, The semlement starement idenrifies Webb Tile as the
settlement agent.’

10.  The transaction was insured by Fidelity Narional Tile Insurance Company.* The Owner
Policy of Tide Insurance and Mortgagee Policy of Title Insurance were issued on June 20,
2006. The policy numbers associared wirth this insured real eseate transaction are Pokicy
Numnbers 1353-88293 and 1493-389730, respect'we]y.

11, Acthe time of the closing, Webb Tirle withheld 10% of the closing price or $70,000/

12, Webb Title was nstructed to disburse these funds ro the Inpernal Revenue Service on behalf
~ of the Riverol-Meade’s. The payment was for capiral gains tax on the sale of the property ro
Hall Developroenis.®

13.  Webb Thle did not paythe $70,000 to the IRS as instructed, nor did & reimburse the funds
to the Riverol-Meade’s. There is no record of any dishursements 1o the IRS or the Riverol-
Meade's fogr $70,000 in Guaranty File 05002693 because the guiranty file has been lost or
destroyed. ‘

14.  Webb Title admics shat the funds were not paid as instructed, but were mstead embezzled by
. Edward J. Hinojosa, one of the irle insurance ageat’s employees.™

15.  Webb Tire is responsible for s employees action based on the legal doctvine of resporrkent
swperiar (i.6. an employer s Eable for the employee’s wrongful acts commirred within che

scope of employment).

5 See Fxhibic B, TDI 000010; a copy of the HUD-1 settlement scarement for the Riverol-Meade/Fall Developments
rASACHOR- ) o _

& Sge Fxthibir F, TDI 0000255 a copy of the ritle msurance policies issued in connectioa with the RiverokMeade/Hall
Developments mpsacton. o

7 Se Exhibit C, T 000018; 3 copy of Webb Thle's response to 2 Departmext § 38,001 inquuy. A copy of the
Deparzment’s ariginal inquiry i¢ attached 10 provide contews and is labeled as Exhibit D. The respondent admts thar
$70.000 was withheld 10 pay capiial gains 3% owed by the complainants.

% Sep geverally Exhubuc C, TDT 00018, _

» e Exhibir C, TDI 000018, The respondent chaims thar the guaranry file was swlen. _ _
10 Sas Exhibiz D, TDL 000018 and 000020, The responders admuts thas irs employse embezzled the moriey and provides
acopy of the check Mr. Hinojora made our ro himself for $70,000.

0172972008 10:47AM
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* STATEMENT OF LOSS
Webb Coumy Title & Ahstract Co., Inc.
Page 3ofa

16,  Based on the evidence identified i this exarmrarion and for the reasons stated abave, the
Department has determined thar Webb Title embezzled $70,000 from the Riverol-Meade's.

B. Embezzlement - GF No. 05003602 / VA Properties, Lid. Sale

17.  Onor around November 20, 2006, the Riverol-Meade’s sold property m Laredo, Texas
worth $760,000 to VA Properties, Lid. (*VA Properties™.

18.  The rmansaction closed at Webb Tirle. The sexlement statement idenufies Webb Tirle as the
serrlement agent.”

19,  The mransaction was insured by Fideliry Narional Title Insurance Company.” The Ovwner
Policy of Tide Insurance and Mortgagee Policy of Tide Insurance were issued on December
13, 2006, The policy mumbers associated with this insured real estate trausaction are Policy
Nimmbers 1343-89187 and 1493-140628, respectively.

20. At the time of the closimg, Webb Title withheld 10% of the closing price ar $76,000.7

21, Webb Title was instrucred w disburse these finds to the Inremal Reverue Seyvice on behalf
of the Riverol Meade’s” The payment was for capital gains tax an the sale of the property

to VA Properties.

22.  Webb Tile did not pay the $76,000 o the IRS as instructed, nor did & reimburse the funds
ta the Riverol-Meade’s. There is no record of any dishwrsements to the IRS or the Riverol
Meade’s for $76,000 in Guaranry File 05002693 because the file has been lost or destroyed *

23, Webb Title admits thar the funds were nat paid ag instracted, but were insead embezzled by
Edward J. Hinojosa, one of the title insurance agenr’s emplayees.” -

24.  Webb Tile is responsible for its employees® acrion based on the legal doctrine of resporcar
_ superior (i.2. an employer is liable for the employee’s wrongful acts commimed within che
scope of emplaymen).

5. Based on the evidence identified in this examination and for the reasons stared above, the
Deparrment has derermined that Webb Title embezzled $76,000 from the Riverol-Meade's.

1 Ser Exhibic B, TDI C00016; 2 copy of the HUD-1 sendemenr swement for the RiverokMeade/ VA Properties, Lid.
TrANSACON. -

12 Ser Exchibir E, TDI 000035;  copy of the title insurance policies jssned in connection with the Riverol-Meade/ VA
Properties, Ttd. trapsaction. L,

\* Ser Exhibie C, TDT 000019, The respondent admirs that $76,000 was witltheld 1o pay capital gains rax owed by the

complaimants.

1+ Sae gmeraly Exchibiz C, TDI 000019,

12 See Exhibir C, TDT 000018, ) _

16 See Fxchibie 1, TDI 000019 and 000021, The respondans admire thas iis employee embezzled the money and pravides

a copy of the check Mr. Hinojosa rade our o himself for $76,000.

01/22/72008

10:47AM
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STATEMENT OF LOSS
Wabh County Title & Abstrast Co., In.
Page 4 of 4 .

C. Fraud - GF Nos. 05002693 and 05003602
2.  Webb Tile's conducr, as described more specificaﬂyabov_é, 1s frandulent.

27.  Avitle insurance agent holds money in escrow for parties to the virle insurance and real estate
wansaction. In this position, the ritle msumnce agent serves as an escrow agent and
represents to the parties thar the funds will anly be disbursed in accordance with the buyer’s,
seller’s, or lenday’s wrinen instructons.

28.  In s capacity as anescmwagcfnandbased on its representation that funds would only be
disbursed as mstructed, the RiverolMeade’s deposited money inro Webb Coumy's escrow

acoounts.

29, Bur, these funds were not disbursed as instructed. Eddie Hinojosa and Raul Labrada, bath
employees of Webb Title, ernbezzled the money.

30.  Webb Title is responsible for irs emmployees” action based on the legal docurine of resperba
superior (i.¢. an employer is liable for the employze’s wrongful acts commined withm the
scope of employment).

31, Asaresul of the RiverokMeade’s reliance on Webb Tixle's miscepresenyarions, the
complainants incurred $146,000 in losses. :

32.  Bated on the evidence idemified in this examination and for the reasons stared above, the
nt has derermmined thar Webb Title’s fraudulent conduct resulred in a $146,000 loss
10 the Riverol-Meade’s,

11, et 16 ¢ or .

33,  Based on the examinarion conducred by the Department and for the reasons stated above,

: the Department has determined rhas the Riverol-Meade’s have suffered $146,000 in losses as
a resuk of acrs of embezzlement and fraud conducted by Webb County Tirle 8 Abstract
Co., Inc, These Josses are cavered by Bond No, 69143743, a bond isuad by Western Surery
Company o Webb County Title & Abstract Co., Inc.

Respectfully subminted on the 19" day of December 2007,

Cass Bun;oni, émff Anoroey

Texas Department of Insumnce
333 Guadalupe, Mail Code 110-1A
Austin, Texas 78701

(512) 475-2023

(512) 475-1772 (fax)

Srare Bar Number: 24040613

01/2972008 10:u7AM



Exhibit 3

é Texas Department of Insurance
Lagel Services, Mail Code 110-1A
333 Guaddalups, P.O. Box 149104, Ausiin, Texas 78714-89104
512-475-1821 telephone, 512-475-1843 facsimile, www.tdi stafe.be.us

February 12, 2008

CNA Surety/ Western Surety Co. VIA FACSIMILE:
Leann Nicbuhr 605-977-7724

PO Box 5077

Sioux Falls, SD 57117-5077

RE: Webb County Title & Abstract Company, Inc. in Liquidation
Dear Ms. Niebuhr:

This letter is in response to your January 24, 2008 letter to Webb County Title & Abstract
Company. On January 11, 2008, Webb County Title & Abstract Company, Inc.
(“*“WCTA™) was placed in liquidation pursuant to an Agreed Order of Liquidation and
Permanent Injunction (“Agreed Order”). Under the terms of the Agreed Order, the
Commissioner of Insurance was named as Liquidator of WCTA and vested by operation
of law with title to all of WCTA’s property in order to carry out the Liguidation. The
Liquidator, his staff, and his appointees are the only parties authorized under the Agreed
Order to conduct WCTA'’s Business, to communicate on behalf of WCTA, to make any
decisions on WCTA’s behalf; or to bind the company.

In addition, the entry of the Liquidation Order stayed all actions pending against WCTA
and prohibits the entry of new actions. A formal notice of the Liquidation will be issued
shortly, and T will ensure that you are placed on the notice list, kept informed as the
receivership progresses, and provided with information on filing a claim against the
receivership estate. If you have any questions, feel free to contact me at 512-305-7194.

Thank you for your help in this matter.
Sincerely, |

B

Rachel Giani
Attorney for the Receiver

C: Angel Garrett



	c2643651-4b47-4335-916f-f528cb362959.pdf

