


IN THE UNITED STATES BANKRUPTCY COURT NORTHERN DISTRICT OF OHIO EASTERN DIVISION
AT AKRON







IN RE: FACILITATION OF MODIFICATION NEGOTIATIONS FOR LOANS SECURED BY A FIRST MORTGAGE ON A PRINCIPAL RESIDENCE

)   ADMINISTRATIVE ORDER NO. 10-01
)
)
)  CHAPTER 13
)
)
)  BANKRUPTCY JUDGE



Mortgage  loan modification programs are becoming more available to debtor(s) in Chapter  13 cases.   Based on discussions with the local bar, the Court believes that the entry of this Administrative Order will help to facilitate cost-effective discussions of mortgage loan modifications for Chapter 13 debtors.   Because the mortgage loan modification process for Chapter 13 debtors is just beginning to emerge, however, the Court will reassess the utility of this Administrative Order within the next ninety (90) days.  In the interim,  the Court  hereby  notes:
1.   Discussions between  lenders' agents  and debtor(s) of options available to debtor(s) to modify  loans secured  by a first mortgage on the debtor(s)' principal residence  ("First Mortgage Loans")  do not require  relief from the automatic stay.
2.   These discussions between  the debtor(s)  and lender can include voluntary programs  undertaken by the lender, local and state  loss mitigation programs, including  mediation, federal  programs addressing loan modifications, and other voluntary  loan modification programs  which may be initiated  in the future by the mortgage  industry  or federal, state or local governmental agencies, or any combination of the foregoing.




3.  This Administrative Order primarily addresses documentation of permanent modifications of First Mortgage Loans. With respect to a temporary Home Affordable Modification Program (HAMP) modification, however, the Court strongly suggests that the creditor tile a '"Notice of Post-Petition Change in Monthly Mortgage Payment"  using the form attached to this Administrative Order.  The form specifies the temporary payment amount, the property address, the monthly due date of the mortgage payment, and the address of the mortgage lender where payments should be submitted. If the trial period does not result in a permanent modification of the First Mortgage Loan, the creditor must file with
the Court and serve on the debtor(s) the attached 'Notice of Post Petition Change in Monthly Mortgage Payment (HAMP Loan Modification Ineligibility)" which specifies the new monthly payment amount, the property address, the monthly
due date of the mortgage payment, and the address of the mortgage lender where payments are to be submitted.  During any trial period, unless otherwise ordered by the Court, the Chapter 13 Trustee shall continue to pay mortgage arrearage claims which have been filed with the Court. If the debtor(s) is successful during the trial period and a permanent modification of the First Mortgage Loan is
offered, the remainder of this Administrative Order sets forth the procedures to be followed in documenting those changes.
4.  To effectuate, on a permanent basis, a modification of a First Mortgage Loan, the

debtor(s) and lender must complete and file with the Court a copy of the attached order titled Agreed Order Between Debtor(s) and Mortgage Lender Modifying the Automatic Stay Only for the Limited Purpose of Completing a Loan





Modification" (the '"Agreed Order"). The template for this Agreed Order shall be available on the Akron page of the Court's website at W\vw.ohnb.uscourts.gov. The Chapter 13 Trustee in Akron has also agreed that the template will be available on his website: www.chapter13info.com.
5.  To finalize a modification of a First Mortgage Loan, the lender must provide documentation to the debtor(s) which specifies:
a.	The terms of the modified First Mortgage Loan including

i.   the principal amount of the modified First Mortgage Loan,

11.   the interest rate to be charged,

iii.  a specification on whether the interest rate is fixed or adjustable, iv.  the terms in months of the modified First Mortgage Loan, and
v.   the due date of the last payment due under the modified First

Mortgage Loan

b.  The amount of the monthly payment and whether or not said payment includes an escrow for property taxes and insurance;
c.   The date on which the debtor(s) must submit the first payment for the modified First Mortgage Loan;
d.  The payment address for the lender and the appropriate account number of the modified First Mortgage Loan; and
e.   The amount of fees, if any, being charged to the debtor(s) for the modification of the First Mortgage Loan.
6.  The attachment to the Agreed Order of documentation of the lender's offer to

modify a First Mortgage Loan, absent an objection by the lender within 14 days




after the entry of the Agreed Order on the Court's docket, shall be deemed to be evidence of the lender's consent and agreement to the modification of the First Mortgage Loan.
7.   Pursuant to Administrative Order 08-4, the Court is approving an additional ' no

look fee" for debtor(s)' counsel to assist the debtor(s) in modifying a First Mortgage Loan. This ''no look fee" shall be in an amount not to exceed $500. Debtor(s)' counsel is not limited to the amount of the "no look fee" and may seek additional fees by filing appropriate time itemizations and application for fees with this Court.
8.  In exchange for the ''no look fee" to be paid to debtor(s)' counsel, counsel shall:

a.   Assist the debtor(s) as necessary with the loan modification process,

b.  Review the proposed modification to the First Mortgage Loan with the debtor(s) and advise the debtor(s) on whether the modification of the First Mortgage Loan is in the debtor(s)' best interest,
c.   File amended Schedules I and J with the Court which reflect the debtor(s)' current income at the time of the modification, the new modified First Mortgage Loan payment amount, and a review and update of all other monthly expenses, and
d.   Identify what actions, if any, are advisable with respect to junior mortgages or liens, although counsel would be entitled to additional fees for implementing that action plan.
9.  The Chapter 13 Trustee in Akron is not permitted to process any part of this ·no

look fee'' for debtor(s)' counsel until amended Schedules I  and J are tiled with the




Court.

I10. The Chapter 13 Trustee in Akron has slated that he will not seek a modification of a Chapter 13 plan based on a reduced monthly payment as a result of the First Mortgage Loan modification.
11. The Court recognizes that a First Mortgage Loan modification is a voluntary act between the debtor(s) and lender and encourages the parties to work on resolutions mutually beneficial to all parties. Debtor(s) should consult with counsel before signing any loan modification documents and are expected to
cooperate with counsel in the preparation of an amended Schedule I (income) and an amended Schedule J (expenses).



IT IS SO ORDERED.





image1.png
Bankruptcy Judge




