
It’s one of the best real estate tax incentive programs that the U.S. Government has ever released.
Everyone is talking about it. “The Mooch” (Anthony Scaramucci) is on CNBC selling it.  Brokers are telling their 
clients  about it.  Family offices are raising funds for it.  Everyone around you knows SOMETHING about it, but 
nobody at the water cooler is able to explain it.

Yes, the “QOZ” is everywhere, but does anyone really know what it is?

Justin Wolk, a Real Estate Investment Banker and the resident QOZ “guru” at StackSource, breaks it down in 
this quick analysis of the Qualified Opportunity Zones, outlining everything you need to know to be able to 
quickly join in on the conversation.

Follow @EqDub on twitter and instagram

Opportunity Zones
in Under Five Minutes

1.  Know your zone
There are 8,700 U.S. Treasury Certified Qualified Opportunity 
zones in the U.S.  Before you dive in, you want to check if a 
subject property is in a qualified opportunity zone by using the 
mapping tool at: 
https://www.cims.cdfifund.gov/preparation/?config=config_nm
tc.xml

2.  Definition of a qualified opportunity zone
A Qualified Opportunity Zone, or QOZ, is the designated term given to a 
property that the U.S. treasury has deemed necessary for re-investment in 
lower income urban and rural communities.

Designed by Senator Tim Scott (R, SC) and Sean Parker of Napster and 
Facebook fame (the guy Justin Timberlake played in the movie The Social 
Network),  the designation of an opportunity zone in a state comes from the 
Governor, who can designate 25% of that state’s eligible low-income census 
areas to become Opportunity Zones.  This is similar to NMTC (new market tax 
credits).

5% of each state’s Opportunity Zone census tracts may be non-qualifying 
tracts contiguous with qualifying tracts, if income in those tracts is less than 
125% of area median.   This is crucial to attracting current investment 
appetites in hot areas, hoping that the investment appetites will move into 
areas in more need of a capital infusion.  By reviewing the maps, Investors can 
see just how many areas qualify, and how many are the beacon of hope for 
the next big wave of investment.

Governors had until June 30, 2018 to submit their Opportunity Zone 
designations to the U.S. Treasury Department.  All Opportunity Zone 
designations will stay in place for ten years and cannot be modified after 
initial designation. 
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Investors have utilized 1031 Exchanges as part of transactional business since 1921 as part of the Revenue Act 
of 1921, which allowed exchanges of like-kind and non-like kind properties.   In the Revenue Act 1924, the 
”non Like kind exchanges” were done away with, much to investors’ dismay.  This formulated the basis for 
today’s 1031 Exchanges.

A 1031 exchange is the ability to reinvest gains from the sale of one investment vehicle and invest it into 
another similar investment.  The purpose is to defer payment of “Capital Gains” tax, which is a tax owed on the 
“gain” or “profit” from the sale.   The idea of a 1031 exchange is to invest in “like kind exchanges”, but in equal 
denominations.  For example, if an investor bought a shopping center property for $500,000.00 in 2007, and 
sold the property for $1,000,000 in 2017, the investor would have to buy another property for $1,000,000 in 
2017, or pay 15-20% of the gain as “capital gains tax.”  

Additionally, the investor cannot handle the money.  A “semi-regulated’ third party, called a “Qualified 
Intermediary”, will have to handle the money, and a new investment will have to be identified in a short 
period of time (usually 45 days), and closed within another short period of time (usually 180 days).  Lastly, the 
properties must be ”like kind”.  That means that only similar projects can be purchased with the gain; real 
estate must by similar real estate, stock gains cannot buy real estate, etc.

3.  The 1031 alternative

4.  Basics to invest 
An investor with a gain may take JUST the gain/profit, and, within a qualified amount of time (6 months), 
invest the money into a Qualified Opportunity Zone fund (QOZ Fund).  By investing the funds into a QOZ 
Fund, an investor will save between 5-15% of the original capital gain by the length of time the investment 
is held (up to 7 years).   Additionally,  if the new investment is held long enough (10 years), the investor 
will pay ZERO capital gains tax on the profit of the second investment. 

Any of the following qualify as proper QOZ deferments:

• In October 2018, Alice sells $1,000,000 of Apple stock she paid $400,000 for in March 
2015.  Alice invests the $400M in a Qualified Opportunity Zone Fund in November 2018

• In November, 2018, John sold an apartment building he bought in 1999 for $5MM for 
$20MM.  John invests the $14,000,000 in a QOZ fund in December 2018.

• Robert sold his landscaping business for $6,000,000 in June 2018, and his accountant 
determines his capital gain is $3,000,000 after all proper depreciation.  Robert invests all 
$3,000,000 in a QOZ Fund in late November 2018.

A QOZ Fund can be created as an LLC, partnership, corporation, etc., and can “self-certify” to its status as a 
QOZ.  Technically, any person or “newco” can apply to the IRS to register as QOZ Fund, thus  allowing all 
types of investors the Opportunity to invest.  Even smaller projects by a single investor could be properly 
invested into Qualified Opportunity  Zone Fund with the correct guidance.

To avoid heavy penalties on the investment monies, a Qualified Opportunity Zone Fund MUST do the 
following

1) 90% of all assets must be invested in a Qualified Opportunity Zone Fund, or 70% in a non-related 
Qualified Opportunity Zone Business (a business who hosts operations/assets in the fund).

2) Must properly self-certify with the IRS 
3) All original QOZ gains invested will receive step up discounts in capital gain tax for holding periods up 

to 7 years, reaching a 15% max discount.  For example, if the original investment/basis/ capital gains 
due was $200,000, and the money was put into and  held in a QOZ fund for 7 years, the capital gains 
tax due in year 7 would become based on ( “step up” to)  $170,000.00

4) All monies invested must be invested within 6 months of the investor realizing a gain
5) All QOZ properties/businesses must be improved by an amount equal to the investment.  So, for 

example, if a property is bought in an opportunity zone for $1MM, it must be improved/constructed 
for an additional $1MM.

6) Any new investments purchased that are held for 10 years will be entitled to a zero capital gains 
assessment (until 2047).  So, for example, if a QOZ fund buys a building for $5MM in 2019, improves it 
for $5MM in 2019, and sells it for $20MM in 2029, there would be zero capital gains tax on the 
$10MM profit.

7) All investment monies must be capital gains.  Investment monies that are not capital gains may be 
invested, but they will be separated and the tax benefit will be adjusted to make sure to only reward 
capital gains investment in the project (encouraging Capital Gain Investment).  

5.  Duties of the QOZ fund



6. I read your 5 minute booklet.  What’s next?
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Justin Wolk is a Real Estate Investment Banker and part-time Real Estate Developer.  

He is highly regarded as premier resource on Qualified Opportunity Zones and Real Estate Capital Markets.

For a list of dates and to sign up for the free BLUEzy brunch in your area,
visit Justin Wolk at:

@eqdub /in/justinwolk

On October 19, 2018, the IRS released a 74 page document that tax professionals 
and lawyers have been using as the new guidelines for the program. However, 
knowing the basics is key to getting involved. Investors, realtors, brokers, tax 
professionals, lawyers, and money managers truly must understand the map, the 
program, and the financials to truly enjoy this vehicle as a means to place 
investment with returned capital gains.  

If you are thinking about investing, or you are thinking a property in a Qualified 
Opportunity Zone, it is important to understand the guidelines, the programs, 
and the maps.  After all, investing in Qualified Opportunity Zones, with tax 
savings alone, could provide cap rates of projects into the double-digits over a 10 
year period.   Even the smallest of investors do not need to be excluded, but it is 
important that prospective involvement in the program has continued guidance.

I will continue to be hosting FREE brunches all across the country near some of 
the most sought after QOZs, where people can meet, discuss, learn, and connect 
to put QOZ deals together.  With the country enjoying some of its biggest 
financial gains in its history, its important that this program is truly utilized to 
benefit both the investors and the areas that are designated QOZs.  
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