
TO:                         Legislative Colleagues 
                      
FROM:                  Rep. Katrina Shankland, Rep. Nancy VanderMeer & Sen. Jeff 
Smith 
  
DATE:                    January 29, 2020 
  
RE:                         Co-sponsorship of LRB 0514 relating to: an income and 
franchise tax credit for investments in a community development financial 
institution. 
  
DEADLINE:          Wednesday, February 5 at 4:00 p.m. 
  
We are reintroducing the Invest Locally to Grow Wisconsin Act to create an incentive 
for Wisconsin residents and corporations to invest in Wisconsin Community 
Development Finance Institutions (CDFIs). This incentive will increase investment in 
CDFIs to support their overall mission, which is to provide financial products and 
services to underserved populations to create jobs and grow the economy.  
  
Wisconsin’s 22 federally-certified CDFIs work closely with rural and urban communities 
to spur development, add quality affordable housing, and grow small businesses 
through micro-financing. In the Village of Amherst in Central Wisconsin, a certified 
CDFI, Community Assets for People has helped transform the village through loans to 
Central Waters Brewing Company, American Governor, and Diamond Machining, 
providing essential funds when traditional lenders couldn’t. Thanks to the CDFI, the 
investments in the village have strengthened the local economy, helping other small 
businesses succeed. 
  
In total, Wisconsin CDFIs have loaned out almost $1.9 billion, contributed to 7,884 new 
businesses and expansions, and financed 12,056 consumers. 
      
CDFIs are supported by a diverse group of investors, including individuals, religious 
institutions, foundations, corporations, banks, credit unions, and others.  The attraction 
to CDFIs is their double bottom line: a combination of a financial return coupled with a 
social return. They not only lend money, but also provide financial counseling and 
advice before and after making a loan. Meanwhile, invested money is lent into the 
community – strengthening resources, spurring development, and creating jobs.   
  
LRB 0514 creates a tax credit incentive for individuals and investors to invest much-
needed capital in CDFIs. This bill will create a 10% tax credit (spread over two years) 
for investments ranging from $10,000 to $150,000 and a 12% credit (spread over two 
years) for investments greater than $150,000 and up to $500,000 per year. The 
incentive of a tax credit will raise awareness about Wisconsin’s CDFI industry and 
encourage investors to invest locally in CDFIs. Through additional spurred investments, 
CDFIs can continue to make loans that grow local economies and create jobs. It is 
anticipated that every dollar the state invests will generate $10 in return. 



  
If you would like to co-sponsor LRB 0514, please reply to this email or call my 
office at 7-9649 by 4:00 p.m. on Wednesday, February 5. Please find the analysis by 
the Legislative Reference Bureau below and the bill draft attached.   

  
Analysis by the Legislative Reference Bureau 

  
            Under this bill, a person who makes a qualified investment in a registered community 

development financial institution (CDFI) may receive a credit against state income and franchise 

taxes, for taxable years beginning after December 31, 2018, and before January 1, 2021, and 

against license fees paid by insurers.  The bill defines a CDFI as an entity that is organized 

under the laws of this state and has been certified by the Community Development Financial 

Institutions Fund established under federal law (fund) as meeting certain eligibility 

requirements. The bill defines a “qualified investment" as a loan or deposit that has a value of at 

least $10,000, pays no interest to the person making the loan or deposit, and is made for a 

minimum of 60 months.  The CDFI retains complete control of the loan or deposit for the 

duration of the investment period. 
  
A person may claim 10 percent of the person's qualified investment, if the investment is at 

least $10,000, but not more than $150,000, or 12 percent of the person's qualified investment, if 

the investment is more than $150,000, but not more than $500,000.  If the person withdraws the 

qualified investment from the CDFI before the end of the investment period and does not reinvest 

the qualified investment in another CDFI, the person must repay a portion of the credit amounts 

that the person received by adding the portion to the person's tax or fee liability in a subsequent 

year.  However, the portion that the person must repay depends on when the person withdraws 

the investment during the investment period.   The portion that the person must repay decreases 

the longer the person holds the investment during the investment period. 
  
For further information see the state fiscal estimate, which will be printed as an appendix 

to this bill. 
 


