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Since many of the members of the Bankruptcy Law Section Council are not familiar with the
goals of this Subcommittee or the project we have under development, I thought a written report
would be helpful.  Below is a statement of the goals of the Subcommittee, a brief outline of how
we anticipate the program will work and a statement of the progress to date. 

GOALS

1. The primary goal is to create an efficient and accessible program for the benefit of
debtors, allowing them to request and pursue a modification of their home loan while their
bankruptcy case is pending.  A major problem for debtors (as well as trustees and courts) is the
method in which requests for home loan modifications are handled by lender/servicers (referred
to as “lenders” in this memo).  Debtors report that they are repeatedly asked for information they
have already submitted and/or told that information they submitted was not received.  There can
be long delays while the lender reviews information provided by the debtor and that information
can stale-date as a result, requiring the debtor to submit even more documents and additional
information.  Many debtors refer to the process as “starting all over again” multiple times and
abandon their modification requests out of frustration.  

The Loan Modification Program (“LMP”) this Subcommittee is developing solves
many of the problems reported by debtors (and lenders, to be fair).  The proposed LMP would
use a portal system and a Project Manager to oversee the process.  All documents and
communications related to the home loan modification request would be uploaded to the portal. 
The debtor, lender, trustee and court would all have access to the portal, to some extent, and
would be able to verify whether documents have been submitted and the posture of the
modification request.  Additionally, the operator of the portal, DMM, in its role as Project
Manager, can “ping” participants regarding required documentation and needed responses.  This
keeps the modification request moving toward completion.  In short, everyone knows at all times
exactly where things stand.  This creates a controlled environment and an orderly progression of
the home loan modification request.

2. The Subcommittee is developing a proposed procedure and related forms to create
a uniform, statewide LMP.  LMPs exist in other jurisdictions – they are often referred to as
mediation programs, but they do not actually involve mediation in any traditional sense of that
term.  The LMP facilitates the process by which the lender determines whether a debtor qualifies
for any of the lender’s existing home loan modification programs.  Even following the sunset of
the HAMP program, there are LMPs that report that 60-70% of the debtor participants get a
home loan modification.

The lenders are enthusiastic about the development of a state-wide program. 



Uniform procedures attract lenders to voluntarily participate.  There has been an amazingly
positive response to the proposed program from lenders who want to help their borrowers and, of
course, have a performing loan in as many cases as possible.

3. Technology has advanced substantially since the first LMPs were developed, so
one of our goals is to take advantage of these advances and propose a program that is as efficient
and streamlined as possible and which creates as little administrative burden on the court and the
trustees as possible. 

4. Lenders are frustrated when they reach an agreement with their borrower, the
debtor, and either experience a delay in getting or cannot get an order approving the loan
modification because the debtor does not follow the required procedures to obtain court approval. 
Once the loan modification is approved, the debtors seem to think they are “done” and do not
take the necessary steps to get the home loan modification before the court for review and
approval.  Our goal is to develop and recommend a program that allows the lender to seek that
court approval.  The lender participants on the Subcommittee are unanimous in their support for
such a procedure (explained in more detail below).

5. Another important goal is the development of a program that does not interfere
with applicable deadlines in the underlying case, such as confirmation deadlines.

THE SUBCOMMITTEE

The Subcommittee is representative of all parties in interest.  There are three Chapter 13 trustees
on the Subcommittee (Pam Bassel, Tim Truman and Debbie Langehenning), debtor counsel from
each district in Texas, and lender representatives, both in-house and attorneys who routinely
represent home lenders in bankruptcy proceedings. 

The Subcommittee has established Working Groups to consider and make recommendations
about the many issues involved in developing the LMP.  The Working Groups and the chair of
each group are:

Drafting Working Group – Pam Bassel
Facilitator Training and Qualification Working Group – David DeSoto
Portals and Document Preparation Software Working Group – Reed Allmand
Compensation and Expenses Working Group – Dan Wright
Trial Period Payments Working Group – Abbey Dreher
Loan Modification Approval Process Working Group – Randy Tipton

OUTLINE OF THE PROPOSED PROGRAM

This is a bare-bones description of the basic procedures related to the LMP:



1. If the debtor requests to enter the LMP pre-confirmation, he/she will file a plan
indicating he/she intends to enter the LMP.  This language will be contained in the non-standard
language section of the plan.  If the debtor is post-confirmation, an amended plan indicating the
intent to enter the LMP may or may not be necessary, depending on the case.

2.  DMM, the proposed portal provider and Project Manager, has developed a list of
information and documents required by most lenders when a home loan modification is
requested.  The debtor will complete all initial required information and upload the initial
documents to the portal before the debtor can enter the LMP.  Additionally, if the debtor’s
Schedules I & J were filed more than 6 months before the debtor requests to be part of the LMP,
the debtor will be required to file amended Schedules I & J before the debtor can enter the LMP.

3. Once the documentation and information described in paragraph 2 is uploaded,
and amended Schedules I & J are filed if required, DMM will issue a certificate of completion to
the debtor, verifying that all required information is available on the portal.  DMM also notifies
the lender at this point that the debtor is ready to proceed.  Over 400 lenders are already
registered on the DMM portal site.

4. The debtor will file a Notice with the court, served on the trustee and the lender,
that the debtor intends to proceed with the LMP.  This is actually the triggering event that
officially starts the process.  There will be a time limitation by which the debtor must file this
Notice or forfeit the right to participate in the LMP, unless otherwise ordered by the court.  The
lender will have the opportunity to object to the Notice.  The court can hold a hearing on the
issue if the parties cannot agree on whether the debtor should be allowed to proceed in the LMP. 
For your information, both the Chief Operating Officer of DMM and lender representatives have
stated that objections are rare.

5. The lender has the opportunity, on the portal, to request additional information
from the debtor if required.  The Project Manager, DMM, monitors both the debtor and the
lender to verify that each party is acting timely. 

6. The lender reviews the information submitted by the debtor and determines if the
debtor fits the criteria for a home loan modification.

A. If the debtor fits the criteria, trial period payments are established which
will be made by the trustee in a conduit program and directly by the debtor
in a non-conduit program.  The amount of the trial period payments will be
established in an agreed stipulation (or similar procedure) between the
lender and the debtor, which stipulation will be filed with the court.  In
conduit jurisdictions, the trustee will make disbursements to the lender
according to this stipulation.  Assuming the trial period payments are made
and the loan modification is approved, the parties will proceed with
obtaining court approval of the loan modification and that procedure is
described in paragraph 7, below. 



B.        If the debtor does not fit the criteria, the lender will issue a denial 
and the debtor will have a specified period of time to amend his/her plan 
to surrender the property or to modify the plan, if necessary, to address the
payment of any arrears.  Modification of the plan to address arrears may
actually not be required if the debtor has paid all required ongoing post-
petition payments to the lender and has proposed a step payment plan that
already addresses the arrears.  

Upon the issuance of a denial, DMM automatically appoints a facilitator to
verify that the underwriting was done correctly, to verify that the lender
offers no programs for which the debtor would qualify, and to educate the
debtor regarding why the loan modification request was declined.

C. Whether the decision is a denial or the approval of the home loan
modification, the court and the trustee will be notified of that decision by
DMM.

7. If the home loan modification is approved by the lender, the agreement will be
submitted to the court and the trustee for review and approval.  The procedure by which this is
handled is a critical issue for the lenders.  As stated above, lenders are frustrated when the debtor
is approved for a home loan modification but the lender is either delayed in getting or cannot get
approval of that agreement from the court due to the inaction of the debtor.  

This is a national problem.  The National Association of Chapter 13 Trustees
(N.A.C.T.T.) has a Mortgage Committee comprised of lender representatives and Chapter 13
trustees. The N.A.C.T.T. Mortgage Committee established a subcommittee to address this
problem.  The N.A.C.T.T. subcommitee has developed an approval process that answers the
lender’s concerns and allows the lender to seek court approval of the home loan modification. 
The procedure that the Texas Subcommittee will be recommending is modeled on the procedure
developed by this N.A.C.T.T. subcommittee.  Basically, that procedure is as follows:

A. The lender or debtor will file a motion with the court to have the loan
modification approved.  The motion will contain the information necessary
for the court and the trustee to assess the proposed loan modification.  This
includes the information set out in the proposed plan form for the Southern
District of Texas (a thorough and well organized list of helpful
information.)  Additionally, the debtor already will have filed a recent
Schedule I & J.

B. The motion will also contain the information a conduit trustee will need to
ensure that proper disbursements are made by the trustee to the lender.

C. Most districts in Texas do not currently require a plan modification as part
of the home loan modification approval process.  Any district will still be
able to require the debtor to modify the plan once the loan modification is
approved, if desired.  



8. The Subcommittee will make a recommendation regarding a “no-look” fee for the
debtor’s counsel for representation of the debtor through the LMP and will also make a
recommendation as to the fee to DMM and the method by which that fee will be paid.  The
DMM fee should be around $600.00 total and the debtor and lender split that fee.  The fee is
paid directly to DMM.

9. Assuming that the lender is able to offer the debtor a home loan modification, the
maximum amount of time the debtor should be in the LMP (excluding the time to get the home
loan modification approved by the court) is about 120 days.  If the debtor is denied, the time in
the LMP will be less than that.

STATEMENT OF PROGRESS

The Subcommittee has had two telephone conferences and another one is scheduled for
October 12, 2017.  Additionally, the Working Groups have had numerous telephone conferences
and have submitted reports to the Subcommittee as a whole.  In a short period of time, the
Subcommittee has decided on recommendations on a number of matters such as which portal
provider to use; whether a Project Manager model is the best approach; procedurally, how the
LMP should be initiated; how trial period payments can be handled; the approval process if the
debtor gets a home loan modification and similar issues.  The projected time-line is that the
Drafting Working Group should have a proposed procedure and related documents to all
members of the Subcommittee in January, 2018.  Once the Subcommittee has completed its
review and revision, the documents will be circulated to the Chapter 13 trustees for review and
comment and, after that, the documents will be submitted to the Texas bankruptcy judges for
additional review and revision.  As soon as the judges are satisfied with the program and
documentation, the LMP can be implemented.

FINAL THOUGHTS

This is an exciting project that has the potential to help Texas debtors and their families
with the largest financial problem many of them have – paying their home loan.  I appreciate the
opportunity to report the Subcommittee’s progress to you and will be happy to answer any
questions you may have.  Thank you.


