UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF

TEXAS, DALLAS DIVISION

James Nicholson v. PHH Mortgage Corporation

No. 3:25-cv-1596-X-BN - No. No. 3:25-cv-1596-X-BN - Decided February 5, 2026

SUMMARY

The document is a magistrate judge’s findings, conclusions, and recommendation in a mortgage-

foreclosure dispute involving James Nicholson, PHH Mortgage Corporation, and Codilis & Moody,

P.C. It recommends granting PHH’s motion to dismiss, dismissing Nicholson’s negligence claim with

prejudice, dismissing his wrongful foreclosure claim and claims against Codilis without prejudice, and

allowing amendment. The recommendation also addresses notice of default, homestead protection, and

requests for injunctive relief.
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Findings, conclusions, and recommendation by a United States
magistrate judge on a referred Rule 12(b)(6) motion to dismiss. The
recommendation proposes dismissal of certain claims with prejudice,
dismissal of other claims without prejudice, denial without prejudice

of injunctive relief, and leave to amend.

On a Rule 12(b)(6) motion, the court accepts well-pleaded facts as true
and views them in the light most favorable to the plaintiff, but requires
factual allegations sufficient to state a facially plausible claim. Legal
conclusions, labels, threadbare recitals, and conclusory assertions are

not accepted as true.

Nonprecedential magistrate judge findings and recommendation;

subject to district-court adoption and objections under Rule 72(b).
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UESTIONS PRESENTED

Whether Nicholson plausibly alleged that he was a debtor entitled to notice of default and an opportunity
to cure under Texas Property Code section 51.002(d).

. Whether Nicholson stated a negligence claim against PHH based on the alleged failure to provide

foreclosure notices.

. Whether Nicholson stated a wrongful-foreclosure claim under Texas law when his pleading did not
allege that a foreclosure sale occurred, a grossly inadequate sale price, or a causal connection between a
foreclosure defect and the sale price.

. Whether Nicholson's request for injunctive relief could proceed without a viable underlying cause of

action.

. Whether Nicholson adequately alleged that the property qualified for homestead protection under article
XVI, section 50(a) of the Texas Constitution.

. Whether claims against Codilis should be dismissed when the amended petition contained no allegations

against it and service was uncertain.

OLDINGS

Alleging ownership and possession of property, or inheritance of an interest in it, does not by itself
establish that a plaintiff is a debtor in default under the deed of trust and therefore entitled to statutory

notice of default and an opportunity to cure.

. Nicholson failed to state a negligence claim because he did not plausibly allege that PHH owed him a

duty or that he suffered legally sufficient damages; the claim was also barred by the economic loss rule.

. Nicholson failed to state a wrongful-foreclosure claim because he did not adequately plead a foreclosure
sale, a defect in the sale proceedings, a grossly inadequate selling price, or a causal connection between

any defect and the price.

. The request for injunctive relief could not proceed because injunctive relief is a remedy dependent on an

underlying viable cause of action, and Nicholson had not adequately pleaded one.

. Claims against Codilis were subject to dismissal without prejudice because the amended petition

contained no factual or legal allegations against it.

KEY QUOTATIONS



“The undersigned now enters these findings of fact, conclusions of law, and recommendation that the Court

should grant PHH’s motion to dismiss” (2)

“That Nicholson owns and possesses the Property does not automatically make him a “debtor in default
under [the] deed of trust.”” (5)

“To state a wrongful foreclosure claim under Texas law, a plaintiff must plead (1) a defect in the foreclosure
sale proceedings; (2) a grossly inadequate selling price; (3) a causal connection between the defect and the

grossly inadequate selling price.” (10)

“A request for injunctive relief absent an underlying cause of action is fatally defective.” (13)

FACTUAL BACKGROUND

Nicholson alleged that he owned and possessed residential property in Garland, Texas that had been subject to
debt acceleration and a planned foreclosure sale. He alleged that PHH sent a March 10, 2025 notice setting a
May 6, 2025 foreclosure sale, but did not send a separate demand for payment, notice of default, or notice of a
cure period. Nicholson claimed he inherited an interest in the property from his father and asserted negligence,
wrongful foreclosure, and related claims. His amended pleading also named Codilis & Moody, P.C., but

contained no factual or legal allegations against that defendant.

PROCEDURAL HISTORY

Nicholson filed suit in Dallas County, Texas state court against PHH Mortgage Corporation and the Secretary of
Veterans Affairs concerning an anticipated foreclosure. The VA removed the action under 28 U.S.C. §8§ 1442(a)
(1) and 1444, and Nicholson voluntarily dismissed his claims against the VA; the court determined that
jurisdiction remained. After PHH moved to dismiss, Nicholson filed a First Amended Petition adding Codilis &
Moody, P.C.; the court treated PHH's pending motion as directed to the amended pleading. The magistrate judge
recommended granting the motion, dismissing the negligence claim with prejudice, dismissing the wrongful-

foreclosure claim and claims against Codilis without prejudice, and allowing amendment.
DISPOSITION

other

REMAND INSTRUCTIONS

The district court was recommended to dismiss the negligence claim against PHH with prejudice; dismiss the
wrongful-foreclosure claim against PHH and all claims against Codilis without prejudice; deny the request for
injunctive relief without prejudice; and allow Nicholson to amend the wrongful-foreclosure and Codilis-related

claims by a reasonable deadline set by the district court.
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