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 Tax Benefits for Investments in Qualified

Opportunity Funds
 

The Tax Cuts and Jobs Act (TCJA)  introduces two elections, one to defer gain
from the sale of property that is reinvested in an investment in a  Qualified
Opportunity (QO) Fund and another to permanently exclude gain from the sale
or exchange of the investment in the QO Fund. These elections can provide
substantial tax benefits for taxpayers who can satisfy the detailed and quite
complex set of rules.
 
Designation of a QO Zone: A Qualified Opportunity Zone is designated by each
state.  We have included links to the lists for these designated zones in the State
of New Jersey and the State of New York (click on the state name for the list).
 

QO Funds: A QO Fund is an investment vehicle organized as a corporation or a
partnership for the purpose of investing in a QO Zone. The QO Fund can't invest
in another QO Fund and has to hold at least 90% of its assets in QO Zone
property.
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Temporary Gain Deferral Election:  If a taxpayer invests gains from the sale or
exchange of property with an unrelated person in a QO Fund within the 180-day
period beginning on the date of the sale or exchange, the taxpayer can elect to
defer the gain from the sale or exchange.
 
Recognition of Deferred Gain: The taxpayer defers the gain until the earlier of
the date on which the investment is sold or exchanged, or Dec. 31, 2026. At that
time, the taxpayer includes the excess of (1) the gain over the lesser of the amount
of deferred gain or the fair market value of the investment as determined on that
date over (2) the taxpayer's basis in the investment.
 
Basis in the Investment: A taxpayer's basis in the investment is zero unless any of
the following increases apply: (a) 10% of the deferred gain if the investment is
held for five years, (b) 5% of the deferred gain if the investment is held for seven
years; and (c) any deferred gain recognized at the end of the deferral period.

 
 
Permanent Gain Exclusion Election:  At the taxpayer's election, a taxpayer can
exclude any post-acquisition capital gains on an investment in a QO Fund if the
investment in the QO Fund has been held for ten years.

 

New Tax Law Analysis Seminar
Thursday, September 27th

Traphagen Financial Group 
(Location to be determined)

 
We will be discussing the 20% Deduction and more... Watch for further Details!

If you have any questions about how these regulations apply to your
particular situation, please contact our office so we can assist you.  
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