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STATE OF TEXAS, IN THE DISTRICT COURT OF
Plaintiff

VS TRAVISCOUNTY, TEXAS

WEBB COUNTY TITLE

& ABSTRACT COMPANY, INC,,

Defendant

w W W W W W

201st JUDICIAL DISTRICT

SPECIAL DEPUTY RECEIVER’S EXPEDITED APPLICATION TO RESOLVE
CLAIMSAND DISTRIBUTE RESTRICTED PROCEEDS

NOTICE OF EXPEDITED SUBMISSION
THISAPPLICATION HASBEEN SET FOR EXPEDITED SUBMISSION ON
NOVEMBER 22, 2010. ANY OBJECTION MUST BE FILED AND SERVED BY
NOVEMBER 19, 2010.
TO THE HONORABLE DISTRICT COURT:

CANTILO & BENNETT, L.L.P., solely in its capacity as Special Deputy Receiver of Webb
County Title & Abstract Company, Inc., in Liquidation (the “SDR” or “WCTA,” respectively), files
this Expedited Application to Resolve Claims and Distribute Restricted Proceeds (the
“Application”).

l. INTRODUCTION AND SUMMARY

1.1  The SDR requests authority from this Court to resolve all disputes and claims
between the SDR and the International Bank of Commerce (“IBC”). The Application is filed
pursuant to TEX. INS. CODE § 443.154 authorizing the SDR to settle certain claims with Court
approval. In summary, the proposed settlement provides that IBC will be paid $902,500 (the
“Settlement Funds”) from the restricted Treasury account containing the proceeds of the sales of the

WCTA office building and title plant, that the remainder of the funds shall be declared general assets
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of the receivership estate without further restrictions on their use, that IBC shall withdraw its Proof
of Claim in the delinquency proceeding with prejudice and that the parties shall, upon entry of an
order granting this Application and the payment to IBC, fully release any and all claims by and
between themselves.

1.2 The Receiver has approved the terms of the proposed sale and the filing of this
Application. The Texas Title Insurance Guaranty Association (“TTIGA”) supports the Application.

. JURISDICTION

2.1  This Court has jurisdiction over this matter, the property in question and all affected
parties pursuant to TEX. INS. CODE § 443.005. The subject matter of the Application was referred to
the Special Master appointed in this proceeding in accordance with Paragraph Ill of the Order of
Reference to Master.

1. APPLICABLE FACTS

3.1 WCTA was placed in receivership in this proceeding on January 11, 2008, when the
Court entered the Permanent I njunction and Order Appointing Permanent Receiver (the “Permanent
Injunction”) appointing the Texas Commissioner of Insurance as Permanent Receiver. The Receiver
designated Cantilo & Bennett, L.L.P., as SDR of WCTA effective as of May 2, 2008.

3.2  WCTA owned and occupied an office building located at 1620 Santa Ursula, Laredo,
Texas 78040 (the “WCTA Building”), which was the headquarters of the business before
receivership. The legal description of the property is “Lot 7-A, Block 311, Western Division, City of
Laredo, Webb County, Texas, being a plat of Lot 1 in the So. 1/3 of Lot 3 of said Block 311.”
WCTA owned and operated a title and abstract plant, which consisted of all closed files in the

possession/control of the SDR and electronic records, stored in a computer which runs the AIMs and
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TP3 systems, and as to land, are subject to retrieval by reference to the description of the property
under search (the records and data are collectively referred to in this Application as the “Title
Plant”).

3.3 IBC claims to possess a first lien security interest in the WCTA Building pursuant to
a certain Deed of Trust, Assignment of Rents, Security Agreement and Financing Statement between
WCTA and IBC, dated October 29, 2003, which was recorded in the Real Property Records for
Webb County Texas. IBC claims to possess a first lien security interest in the Title Plant pursuant to
a certain Deed of Trust, Assignment of Rents, Security Agreement and Financing Statement between
WCTA and IBC, dated October 29, 2003. Although recorded in the Real Property Records for Webb
County Texas, no evidence of the instrument was filed with the Secretary of State for the State of
Texas. Itis the SDR’s position that IBC’s alleged security interest in the Title Plant is void pursuant
to, inter alia, TEX. INS. CODE 8§ 443.204 and § 443.206.

3.4  As of the date of the receivership and at all times subsequent thereto, there are no
other liens of record claiming an interest in the WCTA Building or Title Plant.

3.5  On or about June 9, 2009, IBC filed its Motion for Relief from Automatic Stay
Pursuant to Tex. Ins. Code § 443.008 (the “Motion”), requesting that this Court lift the automatic
stay to allow the bank to foreclose its alleged lien against the WCTA Building. The Special Master
appointed in this proceeding, following an evidentiary hearing, recommended that the motion be
denied. IBC appealed the recommendation and, after another evidentiary hearing on December 14,
2009, the bank’s motion to lift stay was denied by the Receivership Court.

3.6 IBC timely filed a Proof of Claim (No. 10) with the SDR. On October 8, 2009, the

SDR rejected IBC’s proof of claim asserting offset rights against IBC arising out of IBC’s alleged
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liability relating to a pre-receivership embezzlement from WCTA escrow and operating bank
accounts. Although IBC timely objected to the determination, no other action has occurred in
connection with the claim. Upon the entry of an order granting this Application and the payment to
IBC of the Settlement Funds, the Proof of Claim filed by IBC in this delinquency proceeding shall be
moot and withdrawn with prejudice to refiling same and with prejudice to any right to appeal.

3.7  OnMarch 1, 2010, the Receivership Court entered its Order Granting Special Deputy
Receiver’s Application to Sell Real Property Free and Clear of All Liens (the “Building Sale Order”).
See Exhibit 1. The Building Sale Order provided, inter alia, that sale was free and clear of all liens,
claims, interests and encumbrances, with the exception of IBC’s claims and that the proceeds of the
sale were to be placed into a restricted account and not spent except upon prior notice and hearing
and approval from the Court. On or about September 17, 2010, the sale of the WCTA Building
closed resulting in a net recovery of $1,150,527.

3.8 On April 2,2010, the Receivership Court entered its Order Granting Special Deputy
Receiver’s Application to Sell Title and Abstract Plant Free and Clear of All Liens (the “Title Plant
Order”), which resulted in a recovery of $65,000. See Exhibit 2.

3.9  All of the proceeds from the sale of the WCTA Building and Title Plant were
deposited into a restricted account at the Texas Treasury, the balance of which (at October 31, 2010)
is $1,215,776. The proceeds, along with any accrued interest, are referred to as the “Restricted
Funds.” By prior orders, the Receivership Court has determined that, with the exception of IBC,
there are no liens, claims, interests and encumbrances on the proceeds.

V. THETERMSOFTHESETTLEMENT

4.1  Upon approval by this Court, the settlement terms are as follows:
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A. IBC shall be paid $902,500 from the restricted Treasury account containing the
proceeds of the sales of the WCTA Building and Title Plant;

B. The remainder of the funds shall be declared general assets of the receivership estate
without further restrictions on their use;

C. IBC shall, upon payment, shall be deemed to have withdrawn its Proof of Claim in the
delinquency proceeding with prejudice; and

D. The parties shall, upon entry of an order granting this Application and the payment to
IBC, be fully released of any and all claims by and between themselves.

4.2 Nothing in this Application, the relief sought herein, or any related proceeding or
filing shall affect, in any way, the Receiver’s or the SDR’s immunities from suit and shall not give
rise to any right to sue or create any causes of action against the Receiver or the SDR. The automatic
stay and the provisions of the Permanent Injunction remain in affect unless expressly modified
herein. The Receivership Court shall retain exclusive jurisdiction to resolve any and all disputes
relating to this Application, the settlement agreement, and the disposition of the proceeds from the
sale.

V. LEGAL AUTHORITY

5.1  The SDRisauthorized to enter into the proposed settlement pursuant to the terms of
the Permanent Injunction and the provisions of TEX. INS. CODE § 443.154. Specifically, TEX. INs.
CoDE § 443.154(y) provides:

(y) The liquidator may hypothecate, encumber, lease, sell, transfer, abandon or otherwise dispose
of or deal with any property of the insurer, settle or resolve any claim brought by the
liquidator on behalf of the insurer, or commute or settle any claim of reinsurance under any
contract or reinsurance, as follows:

(1) if the property or claim has a market or settlement value that does not exceed the lesser
of $1 million or 10 percent of the general assets of the estate as shown on the
receivership's financial statements, the liquidator may take action at the liquidator's
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discretion, provided that the receivership court may, upon petition of the liquidator,
increase the threshold upon a showing that compliance with this requirement is
burdensome to the liquidator in administering the estate and is unnecessary to protect the
material interests of creditors;

(2) in all instances other than those described in Subdivision (1), the liquidator may take the
action only after obtaining approval of the receivership court as provided by Section
443.007,;

(3) the liquidator may, at the liquidator's discretion, request the receivership court to approve
a proposed action as provided by Section 443.007 if the value of the property or claim
appears to be less than the threshold provided by Subdivision (1) but cannot be
ascertained with certainty, or for any other reason as determined by the liquidator; and

(4) after obtaining approval of the receivership court as provided in Section 443.007, the
liquidator may, subject to Subsection (z), transfer rights to payment under ceding
reinsurance agreements covering policies to a third-party transferee.

5.2 The SDR asserts that, in its business judgment, the proposed settlement is in the best
interests of the estate and its creditors because, among other reasons, it resolves disputes with a
secured creditor, provides for the recovery of the estate’s expenses for maintaining the collateral, and
provides for a recovery of disputed claims by the SDR against IBC. The settlement will reduce the
expenses associated with continued litigation with IBC and additional administration as well as the

uncertainty and delay of litigation.

VI. NOTICE

6.1 Pursuant to TEX. INS. CODE ANN. § 443.007(d), this Application has been served on
the entire service list for this proceeding, including IBC and the taxing authorities. The SDR has
requested expedited consideration of the Application. The SDR and IBC are the only claimants to

the proceeds.

VII. OFFER OF PROOF

7.1 CANTILO & BENNETT, L.L.P., solely in its capacity as the Special Deputy Receiver,

through its authorized representative, Susan E. Salch, submits its certificate pursuant to TEX. INS.
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CoDE ANN. § 443.017(b) verifying the statements in this pleading.

VIIl. NOTICE OF ELECTRONIC SERVICE REQUIREMENT

8.1 Pursuant to the Order Granting SDR’s Application to Use Electronic Service of
Pleadings and Notices, all pleadings filed in response to this Application or in regards to this estate
shall be served by email on the undersigned counsel and all parties shown in the attached Certificate
of Service.

PRAYER

WHEREFORE PREMISES CONSIDERED, CANTILO & BENNETT, L.L.P., solely in its
capacity as the Special Deputy Receiver of Webb County Title & Abstract Company, Inc., in
Liquidation, respectfully requests this Court to

1. Grant the Application;

2. Order that the SDR distribute to IBC the sum of $902,500.00 from the Restricted
Funds;

3. Order that all funds remaining in the Restricted Funds Account following the
distribution to IBC shall be unrestricted general funds of the receivership estate and
shall be transferred to an unrestricted receivership estate account;

4. Order that IBC’s Proof of Claim (No. 10) in this delinquency proceeding is moot and
withdrawn or dismissed with prejudice to refiling same and/or appeal upon payment
to IBC of the Settlement Funds;

5. Order that, by entry of this Order and the distribution of Settlement Funds to IBC as
set out above, all liens, claims, interests and encumbrances on the WCTA Building

and its proceeds are extinguished as a matter of law;
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6. Order that, by entry of this Order and the satisfaction of the terms and conditions of
the distribution of Settlement Funds to IBC as set out above, all liens, claims,
interests and encumbrances on the Title Plant and its proceeds are extinguished as a
matter of law;

7. Order that, by entry of this Order and the completion of its terms, all claims by and
between WCTA, the SDR and the Receiver, on one hand, and IBC, on the other
hand, are dismissed with prejudice and fully released;

8. Order that the terms and conditions of the agreement may be waived, modified,
amended or supplemented by the written and signed agreement of the SDR and IBC
without further action of the Court, provided that any such waiver, modification,
amendment or supplement is not material or is not adverse to the SDR.

9. Authorize the SDR to enter such other and further documents as may be necessary to
effectuate the transaction;

10. Order that this Court retains exclusive jurisdiction to enforce the provisions of its
Order granting this Application and approving the settlement agreement, all
amendments thereto, any waivers and consents thereunder, to resolve any dispute
concerning this Order, the settlement agreement, or the rights and duties of the parties
hereunder or thereunder or any issues relating to this Order; and

11. Grant the SDR such further relief to which it is entitled.

Respectfully submitted,

By: Christopher Fuller
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Christopher Fuller

Texas Bar No. 07515500

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 Company, Inc., in Liquidation

CERTIFICATE OF SERVICE

| certify that on November 16, 2010, a true and correct copy of this Application was served
pursuant to the Order of Reference, the Court’s order on e-service, the Texas Rules of Civil
Procedure and TEX. INS. CODE ANN. SEC. 443.007(d) on the following by electronic mail, except as

specifically noted.

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 L. Lyn

Attorney for Xerox

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

Fax: 713-772-7085
klyn@llrplaw.com

H.C. Hall 11l

Attorney for Riverol claimants
Hall, Quintanilla & Alarcon
P.O. Box 207

Laredo, TX 78042

Fax: 956-723-8168

Tel: 956-723-5527
hchall@sbcglobal.net
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Albert F. Muller, 111

Attorney 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

Michael Colvard

Attorney for IBC Bank
Martin & Drought, P.C.
300 Convent St., 25th Floor
San Antonio, TX 78205
jlowe@mdtlaw.com
mcolvard@mdtlaw.com

D. Ronald Reneker

Attorney 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 78040

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
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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

Burnie Burner

Texas Title Insurance Guaranty Association

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

106 E. Sixth Street, Suite 300

Austin, TX 78768-2212

bburner@mwsgw.com

CNA Surety/ Western Surety Company
Leann Niebuhr

P.O. Box 5077

Sioux Falls, SD 57117-5077
lea.niebuhr@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 Antonio, TX 78216
Tel: 800-292-5320
betsy.thompson@fnf.com

United General Title Insurance Company
ATTN: Sally Vetters
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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.ackland@ic.fbi.gov

Webb County District Attorney
ATTN: Veronica Molina

110 Victoria St. Suite 401
Laredo, TX 78040

Tel: 956-523-4900

Roy Ibanez

Attorney for Patricia Garcia
Law Firm of Roy Ibanez
1410 Dove

McAllen, TX 78504
ribanez@ribanez.com

Ilyse Lerner

Attorney for Continental Homes of Texas, LP

Armbrust & Brown, LLP

100 Congress Avenue, Suite 1300
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 145595, MC 8420G
Cincinnati, OH 45250-5595

James Lee, Jr.

Attorney for General Electric
919 Congress, Suite 1300
Austin, TX 78701
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info@mcginnislaw.com

Kenneth A. Valls

Wilson, Trevino, Freed, Valls & Trevino, L.L.P.
600 San Bernardo, Suite 800

Laredo, TX 78040

kennyvalls@wtfcv.com

Richard Haynes

Wilson, Trevino, Freed, Valls & Trevino, L.L.P.
600 San Bernardo, Suite 800

Laredo, TX 78040

dickyhaynes@wtfcv.com

Anthony C. McGettric
Assistant City Attorney
City of Laredo

1110 Houston

Laredo, TX 78040

Tel: 956-791-7318

Fax: 956-791-7494
amcgettric@ci.laredo.tx.us

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

Laredo, TX 78042

L.1.S.D. Tax Office
820 Main Ave.
Laredo, TX 78040

Texas Workforce Commission
Regulatory Enforcement Division
101 E. 15™ Street

Austin, TX 78778-0001

Angel Garrett

Texas Department of Insurance

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

Austin, TX 78701

Angel.Garrett@tdi.state.tx.us

Rachel Giani
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Texas Department of Insurance

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

Austin, TX 78701

Rachel.Giani@tdi.state.tx.us

Leanne Layne

Texas Department of Insurance

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

Austin, TX 78701

John.Walker@tdi.state.tx.us

Susan E.Salch

Cantilo & Bennett, L.L.P.

Special Deputy Receiver

11401 Century Oaks Terrace, Ste. 300
Austin, TX 78758
sesalch@cb-firm.com

Jo Ann Howard

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

Austin, TX 78716
iamanrd3@aol.com
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