
Special Rules for Capital Gains Invested in 

Opportunity Zones – Summary

IRC §§ 1400Z-1 

and 1400Z-2

Qualified Opportunity Fund “QO Fund”
Defined as, A corporation or partnership organized 

for the purpose of investing in qualified opportunity 

zone property “OZ Property” that holds at least 90% 

of its assets in OZ Property.

 

Qualified Opportunity Zone “O Zone”
Defined as, A population or census tract that is a low-

income community that is properly designated as a 

qualified opportunity zone under IRC §1400Z-1 

Qualified Opportunity Zone Property

“OZ Property”
Defined as, (i) qualified opportunity zone stock “OZ 

Stock”; (ii) qualified opportunity zone partnership 

interest “OZ Partnership”, and (iii) qualified 

opportunity zone business property “OZ Business 

Property”
 

“Eligible taxpayer” with “eligible gain” (generally 

capital gain) that invests in an QO Fund within 180 

days and makes an election under IRC §1400Z-

2(a)(1), is entitled to:

1. Defer gain until the earlier of 12/31/26 and the 

sale of the QO Fund investment,

2. Reduce gain amount by 10% if the QO Fund is held 

for 5 years or by 15% if held for 7 years, and

3. Pay no tax on gain that accrues during ownership 

of the QO Fund if the QO Fund is held for ten years.
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OZ Business Property, means 

tangible property used in a trade or 

business of the QO Fund if,

1. Acquired after 12/31/17 by 

purchase (as defined by §179(d)(d),

2. The original use of such property 

in the O Zone commences with the 

QO Fund or the QO Fund 

substantially improves the property, 

and

3. During substantially all (i.e., 90%)  

of the QO Fund’s holding period for 

such property, substantially all (i.e., 

70%) of the use of such property was 

in an O Zone.  See Regs. for details.

OZ Stock, means any stock in a 

domestic corporation if,

1. Acquired after 12/31/17 at 

original issue,

2. At time stock issued, corporation 

was an OZ Business, and

3. During substantially all (i.e., 90%) 

of the QO Fund’s holding period, 

such corporation qualifies as an OZ 

Business.

OZ Partnership, means any capital 

or profits interest in a domestic 

partnership if,

1. Acquired after 12/31/17 from 

partnership for cash,

2. At time ownership issued, 

partnership was an OZ Business, and

3. During substantially all (i.e., 90%) 

of the QO Fund’s holding period, 

such partnership qualifies as an OZ 

Business.

Qualified Opportunity Zone Business

 “OZ Business”
Defined as: A trade or business,

1. in which substantially all (i.e., 70%) of tangible 

property owned or leased is OZ Business Property 

(determine by substituting “entity” for QO Fund),

2. satisfies the requirements of paragraphs (2) (i.e., 

50% of income from active business), (4) (i.e., 

substantial portion of intangible property used in 

active business), and (8) (i.e., less than 5 percent of 

the property is attributable to certain investments), 

of §1397C(b), and

3. which is not described in §144(c)(6)(B) (i.e., 

excludes certain types of businesses).
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