U.S. BANKRUPTCY COURT
NORTHERN DISTRICT OF TEXAS

ENTERED

TAWANA C. MARSHALL, CLERK
THE DATE OF ENTRY IS
ON THE COURT'SDOCKET
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The following constitutesthe order of the Court.

Signed November 1, 2004. % 4 %&@

United States Bankruptcy Judge

IN THE UNI TED STATES BANKRUPTCY COURT
FOR THE NORTHERN DI STRI CT OF TEXAS
DALLAS DI VI SI ON

IN THE MATTER OF

DW GHT E. DENMAN, M SC. PROCEEDI NG NO. 04-305

w W W W

VEMORANDUM OPI NI ON AND ORDER

By order entered August 4, 2004, the court opened a
m scel | aneous proceedi ng regardi ng Dwi ght E. Denman to determ ne
whet her Denman’s | aw practice is structured to attend to the
details of representing a |arge nunber of debtors in this court,
whet her Denman can adequately represent his clients and whet her
Denman fulfills his ethical duties as an officer of the court
licensed to practice before this court. By order entered August
18, 2004, the court set a status conference regarding this matter
on Cctober 15, 2004.

On Cctober 15, 2004, the court conducted the status

conference. Dennman appeared at the conference, as did counsel



for the Standi ng Chapter 13 Trustee, Denman’s current and forner
paral egal s, and the debtor Eusebio Flores. By letter to the
court dated Cctober 4, 2004, received October 12, 2004, and filed
Cct ober 15, 2004, as docunent no. 9, Denman infornmed the court
that he woul d not accept new cases for filing under the
Bankruptcy Code. At the hearing on Cctober 15, 2004, Denman
agreed that he would not file new cases under the Bankruptcy Code
W thout prior |eave of the court. The court accepts Denman’s
agreenent not to file new bankruptcy cases, effective Cctober 1,
2004, without prior leave of this court.

Counsel for the Standing Chapter 13 Trustee noved the court
to reassign Denman’ s exi sting bankruptcy cases. The trustee
contended that Denman’s current practice may be harm ng clients.
The trustee asserted that the court had an obligation to transfer
Denman’ s pendi ng bankruptcy cases to another attorney to assure
that the debtors are being adequately represented while Dennman
attends his personal problens and the restructuring of his
office. The court agrees.

Denman acknow edges that he is addressing health concerns.

G ven the current status of his treatnent, he has agreed not to

t ake new cases. Denman al so asserts that he is restructuring his
office. His current paral egal described the manner in which she
was organi zi ng the bankruptcy cases, but she has only been on the

job one nonth. Hi's fornmer paral egal stated that she had



attenpted to organi ze the bankruptcy files, but that Denman
accepted nore cases than the office could handle. She felt
Denman had been spread too thin, hanpering the ability of the
office to organize. She observed that Denman was now attenpting
to organi ze his office with new policies and procedures.

Yet, his health condition and the unconpl eted office
restructuring is causing himto fail to attend to the needs of
his current clients. The court reviewed a series of om ssions
t hat Denman has had representing clients. Those om ssions have
resulted in several orders to return fees to clients or otherw se
conpensate clients.

For exanple, in early August, 2004, Dennman failed to appear
in court to represent a client. The court sumoned Dennman to
chanbers, with the United States Trustee present, to discuss his
failure to represent his clients. Denman represented that he
woul d attend to his practice. Yet, in the case of Elaine
Cal houn, case no. 04-46487-DM.-13, the debtor appeared at a lift
stay hearing on Septenber 9, 2004, but Denman failed to appear to
represent her. In addition to not appearing in court to
represent his client, Calhoun stated that Denman did not file her
bankruptcy petition until after a foreclosure had been conduct ed.
The court sanctioned Denman, barring himfromfiling new cases in
the Fort Worth Division of the court until he paid the sanction.

Dennman stated that he paid the sanction. Nevertheless, the



pattern denonstrates that Denman cannot attend to the demands of
representing a | arge nunber of debtors in this court.
Meanwhi | e, on August 12, 2004, Denman appeared in court in

t he case of Eusebi o and Peggy Flores, case no. 00-35539-SAF-13.

Denman agreed to pay the Flores’ $13,000 to conpensate them for
the loss of a truck they had essentially paid for in their
Chapter 13 plan. See Menorandum Opi nion and Order, entered
August 4, 2004, in this proceeding. However, M. Flores reported
on Cctober 15, 2004, that Denman had not nodified the Flores’
plan to reduce plan paynents to reflect the | oss of the truck.

As a result, Flores was payi ng unnecessary anmounts to the trustee
whil e Flores struggled with making his nortgage paynents. Flores
and Denman had di scussed the need to nodify the plan in June
2004, and that Denman said on August 12, 2004, that a
nodi fi cation had been filed. The nodification had not been
filed. The excessive plan paynent has been continuing for five
mont hs, at a personal cost to the debtors. Flores is behind on
hi s nortgage paynents, but current in his plan paynents. His
pl an paynments are nmade by wage withdrawal. Denman expl ai ned t hat
his paralegal had failed to follow through. Denman then told the
court that the nodification had been filed, but the court
confirmed that the nodification had not been filed. The

nodi fication was not filed until October 26, 2004. As with other

i nstances evidenced in the record of this proceedi ng, Denman had



not been candid with the court. Denman did not attend to the
needs of his client. Denman agreed with the court’s observation
at the COctober 15, 2004, hearing that Denman was harm ng peopl e.
Dennman agreed to conpensate Fl ores.

The record of this proceedi ng denonstrates a pattern from
May 2004 and continuing to the present. Wen an attorney is
experienci ng personal and professional problens that hanper his
ability to adequately represent his clients and that is causing
harmto clients, the court has a supervisory obligation to
protect the clients as parties appearing before the court.
Clients and the public look to the court to supervise the
practice of |aw before the court. The court therefore grants the
request of the trustee to reassign Denman’s pendi ng bankruptcy
cases. By doing so, Denman nay devote his attention to his
health treatnment and to the restructuring of his office.

At the conclusion of the conference on October 15, 2004, the
court took the matter under advisenent to consult with all the
judges of the court. The court also provided Denman with an
opportunity to discuss with his staff how to best proceed. The
judges of this court have authorized the chief judge to enter
this order on behalf of the court.

Based on the foregoing,

| T 1S ORDERED that, effective October 1, 2004, Dwi ght E.

Denman shall not file new cases under the United States



Bankruptcy Court w thout obtaining prior |eave of this court.

| T I S FURTHER ORDERED t hat attorneys shall be appointed as
substitute counsel to represent all of Denman’s clients with
cases pending before this court. Dennman shall continue to
represent his clients until the entry of an order appointing
substitute counsel

| T 1S FURTHER ORDERED t hat Dw ght E. Denman may, at any tine
after six nonths fromthe date of entry of this order, file a
motion in this mscellaneous proceeding to request leave to file
new bankruptcy cases. To be considered by the court, the notion
nmust establish that Denman has obtained treatnent for his health
condition, that Denman has restructured his |l aw office, and that
Dennman has attended continuing | egal education prograns,
i ncl udi ng consuner bankruptcy prograns.

#H#END OF ORDER###



