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Minnesota Launches Student Loan
Re�nancing Program
Minnesota state o�cials are trying to take some of the sting out of high student-
loan debt, rolling out a new program that could allow thousands of residents to
re�nance student loans and drive down monthly payments.
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Minnesota state of�cials are trying to take some of the sting out of high student-loan
debt, rolling out a new program that could allow thousands of residents to re�nance
student loans and drive down monthly payments.

“If a student is graduating with such a high debt load, it makes it just so much more
dif�cult for them to do so much more in our economy, whether it is buy a house or
start a small business or buy a car,” Lt. Gov. Tina Smith said Thursday. “If we want to
have an economy that works for everyone in Minnesota, we cannot allow these high
debt loads to put a crunch on our competitiveness.”

Smith and Higher Education Commissioner Larry Pogemiller announced the launch
of the program Thursday at Winona State University.

Pogemiller said that for a borrower who owes $40,000 at an 8 percent interest rate,
the new re�nancing option could lower monthly payments between $200 and $300.
If the same borrower chose a quicker repayment option, they could save $25,000 in
interest charges. “For some borrowers, this could be very signi�cant,” Pogemiller
said.

The issue is a huge one in Minnesota, which ranks �fth nationally in the amount of
college-loan debt carried by residents. Minnesotans have an average of nearly
$32,000 in outstanding loans, according to the Project on Student Debt.

The new proposal comes as the hardship of student debt is taking a larger role in
national politics, gaining new attention from presidential candidates during debates
and at campaign stops.
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Nationally, student-loan debt reached $1.3 trillion in November of last year,
according to the Federal Reserve Bank of New York. That amount has eclipsed what
Americans owe on both auto loans and credit card debt.

The new re�nancing program is administered by the Minnesota Of�ce of Higher
Education. It was the result of the 2014 legislative session, where a law change that
year allowed the higher-education agency to re�nance student loans through the
sale of state-backed bonds.

“This new loan re�nancing program is just one of the ways we are addressing the
staggering problem of student debt,” said Rep. Gene Pelowski, DFL-Winona, who
was a leading champion of the change that year.

Nationally, seven in 10 college students who graduated in 2014 had loan debt,
according to the survey by the nonpro�t Institute for College Access & Success, with
an average of $28,950 per borrower.

The issue has strong bipartisan appeal.

Minnesota House Republicans on Thursday said their current tax proposal could
provide tax credits for those with student loans.

The legislation “would have put money back in the pockets of more than 100,000
Minnesotans working to pay back their student loans,” said Rep. Marion O’Neill, vice
chair of the House Higher Education Committee.

Balancing loan payments

Amy Nicholas, 40, and her husband both took out student loans to pay for their
educations, but have had to guard their budget carefully in recent years.

Nicholas, who works in the information technology �eld, graduated from Augsburg
College in December and said she owes about $70,000 in student loans. She and her
husband, who has a master’s degree, are preparing to dig deep this year to pay off
what they owe, she said. Collectively, they owe roughly $220,000 in student loans.

“Our student loans together would be what a house payment would be,” Nicholas
said. “It’ll affect the way we live, even though we’re both in fairly well-paying jobs.

The economic recession hit their family hard. They lost their home during the
downturn, and their student loan debt makes future plans to own a home uncertain.
“I don’t know if we’ll ever buy a home again,” she said.
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Matthew O’Flaherty, a 25-year-old loan document specialist, graduated from
Minnesota State University, Mankato in the summer of 2012 with a business
management degree and currently owes more than $36,000 in student loans.

He and his wife of two years both have signi�cant student debt.

“When we talk about planning a family someday, that’s a big thing that comes up,”
O’Flaherty said. “We can afford our life now, but if we added more into it with these
student loans, is that something we can still afford moving forward?”

Rebekka Kelly, 22, of Fridley, graduated with a degree in biology from Augsburg
College in May of 2015. She currently works two restaurant jobs in order to keep up
with her monthly loan payments on $80,000 in debt, and she also moved back home
with her family to cut down on expenses.

“There needs to be a bit more focus on the younger generation,” she said. “A lot of
people aren’t going to school because they can’t afford it.”

How re�nancing works

To be eligible, borrowers must be Minnesota residents and have completed at least
one postsecondary credentialed program. They must also meet certain credit
requirements or have a creditworthy co-signer.

Quali�ed borrowers could re�nance some student loans and there are different
repayment options. Borrowers could repay their loan over time periods of as little as
�ve years, and as long as 15 years.

The maximum loan amount that can be re�nanced for a bachelor or graduate degree
is $70,000. The maximum loan amount for a two-year diploma or certi�cate is
$25,000.

Federal loans qualify under the program, and so do private loans, so long as they paid
for “quali�ed” education expenses.
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