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Opportunity zone - Wikipedia (link to article excerpts below)
An Opportunity Zone is a designation and investment program created by the Tax Cuts and Jobs Act of 2017 allowing for certain investments in lower income areas to have tax advantages. The purpose of this program is to put capital to work that would otherwise be locked up due to the asset holder's unwillingness to trigger a capital gains tax.[1]
History
[edit]
Opportunity Zones were proposed by Senators Tim Scott, Cory Booker, and Representatives Ron Kind, Pat Tiberi[2] and supported by Sean Parker's Economic Innovation Group.[3] States may designate up to 25% of low-income census tracts as Opportunity Zones.[3] Opportunity Zones were created under the 2017 Tax Cuts and Jobs Act, signed into law by President Donald Trump.
The first Opportunity Zones were designated in April 2018.[4] There are 8,764 Opportunity Zones in the 50 states, and five U.S. possessions, including American Samoa, Guam, Northern Mariana Islands, Puerto Rico, and the Virgin Islands.[5]
Not all Opportunity Zones are in low income communities. Per Internal Revenue Code Section 1400Z-1(e), up to five percent of the Opportunity Zones in each state can be non-low income tracts contiguous to low-income tracts.[6] In December 2019, Treasury issued final regulatory guidance on Qualified Opportunity Fund investing.[7]

An investor who triggers an eligible gain (including capital gains and qualified 1231 gains) may reinvest the capital gain in a Qualified Opportunity Fund within 180 days in order to receive Opportunity Zone tax benefits.[8]
Tax benefits
[edit]
There are four major tax benefits available to U.S. taxpayers who timely reinvest eligible gains into Qualified Opportunity Funds that comply with the Opportunity Zone statute and IRS regulatory guidance.[12]
1. For tax reporting purposes, the eligible gain is deferred until December 31, 2026.
2. The tax liability on the reinvested eligible gains is reduced, through a basis step-up of either 10 or 15 percent. Note: The 15% benefit expired after December 31, 2019. The 10% benefit expired after December 31, 2021. Investments in QOFs made after December 31, 2021 no longer receive this benefit.
3. The tax liability resulting from the sale of the Qualified Opportunity Fund is eliminated, through a step-up to fair market value upon disposition, so long as the Qualified Opportunity Fund has been held for a period of at least 10 years.
4. There is no depreciation recapture upon the sale of depreciated Qualified Opportunity Zone Property.
In order to report the investment to the IRS, the taxpayer needs to file IRS Form 8997 annually.[13]
Prior to the law creating Opportunity Zones, an investor could defer capital gains taxes only through a like-kind exchange, i.e., by trading one asset with another asset in the same asset class by using a Section 1031 exchange.[1][14] Opportunity Zones are similar, but there are several key differences.[15] One such difference is that an Opportunity Zone does not require a like-kind exchange. Instead, by investing in a Qualified Opportunity Fund, an investor can defer any eligible gain (either capital gains or qualified 1231 gains) arising from the transaction of a property in any asset class (e.g., stocks, privately held business, real estate, collectibles, etc.).[1][14]
The above excerpts were taken from the Wikipedia website (link above) as of July 22, 2024.
The following video links are provided as possible additional short overviews of QOZ/QOF Investing.
Bing Videos
https://www.bing.com/videos/riverview/relatedvideo?&q=the+histroy+of+qualified+opportunity+zones&qpvt=the+histroy+of+qualified+opportunity+zones&mid=DFDDE8812B8F453204ABDFDDE8812B8F453204AB&mmscn=mtsc&aps=9&FORM=VRDGAR
https://www.bing.com/videos/riverview/relatedvideo?&q=the+histroy+of+qualified+opportunity+zones&qpvt=the+histroy+of+qualified+opportunity+zones&mid=AED19DF5F5B2A1E0B313AED19DF5F5B2A1E0B313&mmscn=mtsc&aps=0&FORM=VRDGAR
https://www.bing.com/videos/riverview/relatedvideo?&q=the+histroy+of+qualified+opportunity+zones&qpvt=the+histroy+of+qualified+opportunity+zones&mid=BCC433F9217372049047BCC433F9217372049047&mmscn=mtsc&aps=130&FORM=VRDGAR
https://www.bing.com/videos/riverview/relatedvideo?&q=the+histroy+of+qualified+opportunity+zones&qpvt=the+histroy+of+qualified+opportunity+zones&mid=70C2EF19CAD1D6BC907470C2EF19CAD1D6BC9074&&FORM=VRDGAR


