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Effective beginning with tax year 2021.
EXPLANATION OF THE BILL

Current Law: A taxpayer is eligible for a subtraction equal to the amount of discharged student
loan debt if the debt is a qualified education loan and the loan was forgiven as part of Minnesota’s
teacher shortage loan forgiveness program, or the taxpayer completed a federal income-driven
repayment plan for the loan.

Income-driven repayment plans include, but are not limited to, the Income-Contingent Repayment
Plan (ICR), the Income-Based Repayment Plan (IBR), the Pay as You Earn Plan (PAYE), and the
Revised Pay as You Earn Plan (REPAYE). The plans typically limit student loan payments to a
percentage of discretionary income (generally 10%, with some exceptions). Any amount owed after
successful completion of the repayment plan is forgiven.

Proposed Law: The bill removes the references to income-driven repayment plans and instead
refers to debt that was discharged as part of a federal loan forgiveness program.

REVENUE ANALYSIS DETAIL

e The bill would have an unknown impact because the term “federal loan forgiveness program” is
not defined. Replacing the defined term “income-driven repayment plan” with a general term
might create ambiguity about eligibility for the subtraction.
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