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FHA 203(h) Loans: A Lifeline for Some Natural Disaster Victims

January 22, 2025 - When disaster strikes, rebuilding your life can feel overwhelming, especially when it comes to finding
a new place to call home. For victims of federally declared natural disasters, including renters, the Federal Housing
Administration (FHA) offers a glimmer of hope with its 203(h) loan program. Designed specifically for those who have lost
their homes in disasters, this program provides an accessible path to homeownership during a critical time of need.

The FHA 203(h) loan program is tailored to help disaster victims rebuild or relocate. It allows individuals whose primary
residences were destroyed or significantly damaged by a federally declared disaster to purchase a new home or rebuild
their existing one. The program is backed by the FHA, meaning lenders face less risk and can offer more flexible terms.
To qualify for the 203(h) program, applicants must:

- Prove  Disaster Impact: Provide documentation, such as insurance claims or ~ FEMA confirmation, to show their
home was damaged or destroyed in a  federally declared disaster.

- Apply  Within One Year: Submit their loan application within one year of the  disaster declaration.

-Meet FHA Loan Requirements: Applicants must meet standard FHA requirements,  including income verification
and debt-to-income ratio guidelines.  Typically, borrowers will need a minimum credit score of 580.

Unlike conventional loans that typically require 3% to 20% down, the 203(h) requires no down payment. However,
borrowers will still need to cover closing costs, which can sometimes be wrapped into the loan.

Interest rates for 203(h) loans are comparable to standard FHA loans, but they can vary based on market conditions and
the lender. Borrowers with higher credit scores typically qualify for better rates. Additionally, FHA loan limitsa€"which vary by
county and are based on local housing pricesa€"apply to 203(h) loans as well.

Because of the high cost of real estate in the Los Angeles area, not all victims of the recent fires in the area will be able
to use these loans. The FHA caps the loan amount that borrowers can gain access to based on market conditions. In the
Los Angeles market, that cap is $1,209,750 for 2025. While that may sound like a lot of money, many of the homes
burned here will exceed that cap amount in value.

Victims that didn&€™t have an existing mortgage on their property and those with a low mortgage balance are more likely to
benefit from the program than those who already have a large mortgage balance.

Additionally, anyone who was tenant in a property that was destroyed or which is now unihabitable due to the fires can
qualify for these loans. People falling into that category may be able to use the program to get their foot in the door for
home ownership.
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