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DECISION AND ORDER

Petitioners were notified that, pursuant to 31 U.S.C. §§ 3716 and 3720A, the Secretary of
the U.S. Department of Housing and Urban Development ("HUD") intended to seek
administrative offset of any federal payments due to Petitioners to recover a claimed past-due,
legally enforceable debt owed to HUD by referring the matter to the U.S. Department of the
Treasury.

Petitioners made a request for a hearing concerning the existence, amount or
enforceability of the debt allegedly owed to HUD. The Office ofHearings and Appeals has been
designated to conduct a hearing to determine whether the alleged debt to HUD is legally
enforceable. 24 C.F.R. § 17.69(c). As a result ofPetitioners' hearing request, referral of the debt
to the U.S. Department of the Treasury for administrative offset was temporarily stayed by this
Office on January 3, 2012, until the issuance ofa written decision by the Administrative Judge
24 C.F.R. § 17.73.

Background

On or about August 7, 2006, the FHA-insuredloan on Petitioners' home was in default
and Petitioners were faced with the threat offoreclosure. (Secretary's Statement ("Sec'y Stat."),
filed January 13, 2012, f 2.) In order to prevent the lender from foreclosing on the home, HUD
advanced funds to Petitioners' lender to bring the primary note current. (Id. at %3.) In exchange
for foreclosure relief, Petitioners executed aSubordinate Note ("Note") in favor ofHUD. (Id. at
H4.)Theamount borrowed under the Note was $6,749.67. (Id.)

The Note provides that itbecomes due and payable when "(i) The Borrower has paid in
full all amounts due under the Primary Note and related mortgage, deed of trust or similar
Security Instruments insured by the Secretary...." (Sec'y Stat. ^ 5; Subordinate Note 1J 4(A)(i).)
On orabout September 2007, the FHA insurance on Petitioners' primary note was terminated
when Petitioners' lender notified HUD that the primary note had been paid in full. (Sec'y Stat. If










