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Economic Hardship Deferment 

A deferment is a way to postpone paying back your student loans for a certain period of time.  The 
economic hardship deferment is available only if you have a federal student loan.  You are eligible 
only if you are not in default on your loans and if you obtained the loans on or after July 1, 1993. 

 
Eligibility for Economic Hardship Deferment 

There are four eligibility categories for an economic hardship deferment.  You only have to qualify 
under one category.  These categories are listed in section 2 of the sample form. 

 
Category #1:  You already received the deferment under a different federal student loan 
program.   

You should check box #1 if you have already been granted an economic hardship deferment under 
a different federal loan program, including the Perkins program.  You must attach proof of the 
deferment.   

 
Category #2:  You are receiving public assistance payments. 

You should check box #2 if you are receiving payments under a federal or state public assistance 
program, such as Temporary Assistance for Needy Families (TANF), Supplemental Security Income 
(SSI), Food Stamps, or state general public assistance.  You must attach documentation of these 
payments. 

 
Category #3:  You are a Peace Corp volunteer. 

You should check box #3 if you are serving as a Peace Corps volunteer.  You must attach proof of 
your period of service. 

 
Category #4:  You are working full-time, but your income is low. 

This is box #4.   “Full-time” employment means that you are working at least thirty hours per week 
in a job that is expected to last at least three consecutive months.  You must also show that your 
income from work is no more than either the federal minimum wage rate or 150% of the federal 
poverty guideline for your family size and state.   Monthly income is either the amount of income 
from employment and other sources before taxes and other deductions OR one-twelfth of the 
amount reported as “adjusted gross income” on your most recently filed federal income tax return.  
You may choose either of these income amounts when requesting a deferment.  You must attach 
documentation of your income. 
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EXAMPLE 

Ms. J is working full-time (30 hours/week) and earning $2,000/month gross income.  She lives with her two 
children.  The current federal minimum wage is $7.25/hour.  Based on a 30 hour week, this is $870/month.  Ms. J 
earns more than this amount.  However, she may still qualify if she earns less than 150% of the federal poverty 
guideline.  The 2010 poverty guideline for Ms. J’s family size of 3 is $18,310/year or $1526/month.  150% of this 
monthly amount is $2288.  Ms. J’s monthly gross income of $2,000 is less than this amount and so she should be 
eligible for the deferment.   

In addition to checking one of the four boxes, you must also write at the top of section 2 the date 
that you want the deferment to begin.   This should be the date when you first qualified for the 
deferment.  

a Peace Corps volunteer, you must reapply every twelve months. 
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The deferment is granted for one year at a time for up to a total of three years.  Unless you qualify as 
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How to Apply 

You must fill out section 2 of the economic hardship deferment request form.  To complete the 
form, you must provide a date that the deferment should begin.  There are boxes to write in the date 
at the top of section 2.  You must then choose the eligibility category that applies to you and check 
that box.    You should be sure to attach any required documentation, such as proof of income or 
public assistance payments.  Finally, you must sign and date the form at the bottom of section 3. 

The sample form in this packet is for Direct loans.  There is a similar form for FFEL (federally 
guaranteed) loans and for Perkins loans.  You can get a copy of the form from your loan holder or on-
line from the Department of Education’s web site at www.ed.gov.  The Student Loan Borrower 
Assistance site (www.studentloanborrowerassistance.org) also has links to the forms.   

Once you have completed and signed the form, you should make a copy and send the original to 
your loan holder.  It is a good idea to send by certified mail so that you have proof of receipt. 

Time Limits 

This deferment is available for no more than 3 years.  Unless you qualify as a Peace Corps volunteer, 
you must reapply every 12 months.  You should reapply only if you continue to meet one of the 
eligibility categories.   

Interest Accrual 

The government will pay interest that accrues during the deferment period on subsidized loans only.  
Interest will accrue on unsubsidized loans.  Once the deferment period is over, any interest that has 
accrued will be added to your principal balance.  To avoid this problem, you may want to make 
interest payments during the deferment period.  If you wish to do this, you should check box #3 in 
section 3 of the form.  You can also decide later to make interest payments during the deferment 
period.   
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