
Qualified Opportunity Zones
Have you recently sold your business? Or art collection?
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Potential 10-Year Capital Gains7 
Net of 23.8% Federal Tax

In December 2017 the Tax Cuts and Jobs Act created a  
new section of the Tax Code (26 USC §1400Z) providing new 
investment tax incentives in designated Qualified Opportunity 
Zones (QOZs). Investments in QOZs intend to promote  
economic development by allowing investors substantial  
tax advantages only available through the new program.  
Qualifying QOZ investments may be equity investments  
in businesses or real estate.8

Overview of the Qualified Opportunity Zones Program

Illustrative Scenario: After-Tax Potential Net Returns

Qualified Opportunity Zone investors – taking a long-term (10 year minimum) view – could  
potentially more than double their after-tax return in a QOZ compared to a traditional stock portfolio.

Investing in a QOZ Project allows  
investors the ability to:  
• Defer and reduce their existing 
 capital gain tax liability 
• Eliminate tax on capital gains 
 earned on the QOZ Project
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1 Assumes the principal is not reinvested in either investment.
2 No current capital gains tax if investor rolls over gain into a QOZ Fund. 
3 Assumes the 23.8% Federal income tax rate and 0% State income tax; taxes paid from capital gain proceeds.
4 (Original Capital Gain – (15% Step Up)) x 23.8%
5 Assumes a 7% annual appreciation of the investment; no assumed cash flow. 
6 Borrow the funds needed to pay the tax at 6% interest with it being repaid from net sale proceeeds.
7 Assumptions: 7% annual appreciation; 23.8% Federal tax rate; 0.0% State tax rate; Initial taxes paid from capital gain proceeds; Taxes paid during investment cycle do not 
 impact interim investment equity; Appreciation only; Single capital gain distribution made at end of investment; Investment made 1/1/19; Investment sold 12/31/29.
8 QOZ real estate investments must double the value of its investment with respect to the property within 30 months of the purchase date.

Stock Investment

Initial Investment1 $ 300,000
Sold For $ 550,000
Capital Gain $ 250,000
Capital Gain Tax 20193 $ 59,500
After-Tax Earnings $ 190,500

Reinvest into Stock $ 190,500
2028 Value5 $ 374,472
Capital Gain Tax 2028 $ 43,850

Investment Value 2028 $ 330,893
Total Tax $ 103,350

ROI (%)  32% 
ROI ($)  $80,893 

QOZ Investment

Initial Investment1 $ 300,000
Sold For $ 550,000
Capital Gain $ 250,000
Capital Gain Tax 20192  – 

After-Tax Earnings $ 250,000

Reinvest into QOZ $ 250,000
Capital Gain Tax 20264,6 $ 50,575
2028 Value5 $ 437,673
Capital Gain Tax 2028 $ 0
Investment Value7 $ 437,673
Total Tax $ 50,575

ROI (%)  75% 
ROI ($)  $187,673

A CAPITAL GAINS INVESTMENT OPPORTUNITY
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180 days to invest your capital gains in a QOZ project

DEFER all Capital Gains taxes until 4/15/27 
AND then pay only 85% of the tax (90% if invested after 12/31/19)

HOLD QOZ investment for at least 10 years
GET cash distributions along the way (as available) 
AND QOZ investment gains are TAX FREE

Three things to know about a QOZ investment
1

2

3

Three things to know about a QOZ investment
1

2

3

In 2006 Nora bought 40,000 shares of 
Apple stock for $10 per share. She decides 
to diversify a bit and sells 10,000 shares 
at $210 per share. She gets a $2.1 million 
check and now has a $2.0 million capital 
gain. Nora lives way up North in  
Nimrod, MN (a real town) so she puts  
aside $674,000 to pay her 23.8 percent 
federal capital gains tax and 9.9 percent  
Minnesota state tax.

Then she has lunch at J&J’s Grill with her 
financial advisor who tells her about the 
Qualified Opportunity Zone provision  
included in the 2017 Tax Cuts and Jobs 
Act. They talk through the little diagram to 
the right and here’s what Nora learns: 

She can invest all or part of her  
$2.0 million capital gain into a QOZ  
project as long as she does it within  
180 days of selling her Apple stock.  
That will allow her to defer her tax  
payment until April 15, 2027. 

The QOZ project, a building that is going 
to be significantly remodeled, is projected 
to generate positive cash flow after the 
remodel is complete. She may receive 
cash distributions from the QOZ as excess 
cash is available.

As an added potential benefit, there may 
be paper losses along the way due to real 
estate depreciation. These losses may be 
used to offset passive income from her 
other investments.

On April 15, 2027 Nora will finally pay her 
tax on the Apple stock – and those taxes 
will be reduced by 15 percent.  

The QOZ investment partnership will  
attempt to refinance the project 

at that time in order to pay out a 
special distribution to help her 
cover that tax bill. That means – 
years down the line – she will 
pay $573,000 in tax instead of 
$674,000.2

After holding the investment for 
at least 10 years, Nora’s QOZ  

investment will receive a 
step up in basis to the 

project sales price. This 
means all gains on the 
QOZ project invest-
ment will be free 
from any tax, capital 
gains or otherwise.

 What should 
Nora do?   
Talk to your  
financial advisor 
to see what 
they think.

A Simplified QOZ Story1 Qualified Opportunity Zone Basics1

1 All of the information set forth is hypothetical and does not reflect any actual returns or transaction. Potential participants in any Qualified Opportunity Zone program should closely review such program before investing. 
 Investors who participate in a Qualified Opportunity Zone program may not make the return indicated above or may lose their entire investment.
2 Provided tax rates are the same as they are today.

SELL

SELL

QOZ
PROPERTY

TAX
DISTRIBUTION

INVEST IN
SOMETHING
ELSE

NO
TAX

CONSTRUCTION OR
REFURBISHMENT

CAPITAL
GAIN

ORIGINAL
INVESTMENT

CAPITAL
GAIN

ORIGINAL
QOZ

INVESTMENT

INVEST
IN QOZ

PROJECT

SPECIAL
TAX

DISTRIBUTION
(IF AVAILABLE)

PAY 85%
OF

DEFERRED
TAX

ON 4/15/27

1 2 3

180 Days (max) 7-8 year Capital Gain Tax Deferral

10-Year Hold

Cash Distributions (as available)

180 days to invest your capital gains in a QOZ project

DEFER all Capital Gains taxes until 4/15/27 
AND then pay only 85% of the tax (90% if invested after 12/31/19)

HOLD QOZ investment for at least 10 years
GET cash distributions along the way (as available) 
AND QOZ investment gains are TAX FREE

Three things to know about a QOZ investment
1

2

3

Three things to know about a QOZ investment
1

2

3


