TCJA's New Opportunity Zone Program - Key Terms and Requirements

Individual, C or S corporation, partnership, LLC, trust, common trust fund, qualified settlement fund, and disputed ownership fund
Has capital gain (short- or long-term) from the actual or deemed sale or exchange of property, or any other gain included in capital gain
Gain can be from sale of personal, investment or business property, but cannot be from a sale to a related party (20% test, not 50%)
Reinvests that gain into a Qualified Opportunity Fund within 180 days of gain transaction
Federal tax benefits:
Investor elects on Form 8949 to defer original capital gain until earlier of the sale of their Opportunity Fund investment or 12/31/26
PLUS, if the investor holds their Opportunity Fund investment for at least:
5 years Original deferred gain is reduced by 10%
7years  Original deferred gain is reduced by another 5%
10years  Election can be made so no gain is recognized on sale of Opportunity Fund investment, loss can still be recognized

Corporation, partnership, or an LLC taxed as a corporation or partnership; Includes a REIT organized as a corporation or a limited partnership
Formed for the purpose of investing in Qualified Opportunity Zone Property

Holds at least 90% (based on AFS or cost, if no AFS) of its assets in Opportunity Zone Property or pays a penalty; tested semi-annually
Self-certifies by attaching Form 8996 to its federal income tax return for initial year and all subsequent tax years

Generally, low-income census tracts, both urban and rural

Nominated by CEO of each U.S. state, district or territory by 3/21/18 (30-day extensions granted)
Certified by Treasury (see bottom of http://eig.org/opportunityzones/resources for map of all qualified opportunity zones)

Opportunity Zone Stock Oportunity Zone Partnership Interest Opportunity Zone Business Property
New or existing domestic corporation New or existing partnership/LLC Acquired by purchase from an unrelated party after
12/31/17 (20% test for related party, not 50%)
Equity interest acquired by Fund after 12/31/17 Equity interest acquired by Fund after 12/31/17
Original use of property in Zone must commence with

Stock must be original issue and acquired for cash Interest must be original issue and acquired for cash Fund or Fund must "substantially improve" within 30 mos.
Corporation must be a Qualified Opportunity Zone Partnership must be a Qualified Opportunity Zone Substantially all of the use of the property isina

Business for substantially all of the Fund's holding Business for substantially all of the Fund's holding Qualified Opportunity Zone Business for

period period substantially all of the Fund's holding period
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Owns or leases substantially all (at least 70%) of its tangible property in a Qualified Opportunity Zone
Generates at least 50% of its total gross income from the active conduct of a trade or business
A substantial portion of the intangible property of the business must be used in the active conduct of the business

Less than 5% of the average aggregate unadjusted bases of the property of the business is attributable to nonqualified financial property
Working capital exception and safe harbor available

Cannot be a "sin business" - e.g., golf courses, country clubs, massage parlors, hot tub or suntan facilities, ractracks or gambling facilities, and liquor stores



