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Allows an individual income tax credit of up to $5,000 for principal and interest payments on student
loans. Allows the credit for either the individual who has a student loan or the individual’s parent, but
the total credit for the individual and parent is limited to $5,000 per year. The credit is subject to an
income-based phaseout and is reduced by $1 for each $6 of modified adjusted gross income (MAGI —
generally federal adjusted gross income before the deduction for student loan interest paid) over
$130,000 for married couples filing joint returns, and by $1 for each $3 of MAGI over $65,000 for all
other filers. A student may claim the credit if the student’s loans are related to an undergraduate or
graduate degree program at an eligible postsecondary institution. The credit is refundable for full-year
Minnesota residents and part-year residents, and nonrefundable for nonresidents

A student may claim the credit if he or she has a “qualified education loan,” which is any loan used to
pay for the costs of attending an educational institution. This includes federal direct and Perkins loans,
state loans, and private student loans.

If a student’s loans are related to the costs of attending a school in Minnesota, he or she may only claim
the credit if the school is eligible for grant programs administered by the Office of Higher Education. If
a student’s loans are related to the costs of attending a school outside of Minnesota, he or she may only
claim the credit if the school is eligible for federal Pell grants.

Effective date: tax year 2016.
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