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RAISE MONEY FOR YOUR BUSINESS AT GLOBEHUB, A QUALIFIED

OPPORTUNITY ZONE WITH INVESTMENT INCENTIVES

One of the most difficult things for startups and small businesses is the challenge of raising money to
get started and or expand. This is all about to change. A new section in the Tax Code (26 U.S Code
& 1400 Z) provides tax incentives for investments in targeted areas in the United States. This can be
done through investment vehicles known as Opportunity Funds. These funds are to promote eco-
nomic development in select communities known as Opportunity Zones by offering investors sub-
stantial federal tax advantages only offered through this new program. EConomic development is not
limited to property, i.e. land and buildings, but also includes ventures such as startups and small busi-
nesses that operate within Opportunity Zones.

How It Started

This first set of proposed regulations for Opportunity Zones, a provision of the Tax Cuts and Jobs Act
(TJ), created an attractive set of tax incentives meant to encourage investment in economically dis-
tressed communities. The first set of Opportunity Zones, covering parts of 18 states, were designated
on April 9, 2018. Opportunity Zones have now been designated in all 50 states, the District of Colum-
bia and five U.S. territories.

How It Works

The tax incentive works like this: Suppose you just made a $IM profit in the stock market. You can
invest these capital gains in an opportunity fund, which in turn invests in properties within a designat-
ed Opportunity Zone. This will permit you to defer paying capital gains tax on your $1M profit until the
end of 2026. In addition, 15 percent of that gain is tax-exempt if you hold your Opportunity Fund in-
vestment for / years; after 10 years, all further appreciation becomes tax-exempt as well.

The IRS also said that Opportunity Funds could make qualifying investments in a business where a
minimum of /O percent of its assets (“tangible property”) is in the Zone—meaning that 30 percent
could be held elsewhere. This flexibility would make it easier to invest in operating businesses.

And, significantly, the IRS guidance expands a TJ provision that required investors to spend at least
as much to improve property as they paid for it. The proposed regulation only applies this require-
ment to buildings and not to underlying land value. This considerably expands opportunities for real
estate investors.
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