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THE 123'S OF

OPPORTUNITY ZONES

lot is being said
lately in Pusrte
Ao aboud
apportunity
ened On May
14 of this year,
thie gowernar
dagned Lawy 11-2015 2o adopt the
Lix benefits in Puero Rico that
the federal opportunity Zones
program estabiishes. in addition,

i oredtes & new incentive program
for priofity progects that will

help the recovery and economic
development of certain dessgnated
arepd on the [sland. Belore entering
the discutson of Law 21, which
wird Water included 43 part of the
incentives Code in Law 60-201%, m
this first srticle, we will deiouss the
basics of the federal program, as

they are essential (o the local L
oo erment

Owersll, the Tax Cuts srd
Jobs Ao of 2017 created the
Opporiunity Zones program
o the United SCaes Lo STiract
mveesiment and generale BCOnomec
developrent in depredsed areas
Puerta Rico is part of this program
and by special dapasitian,

& largs part of the Biand has

been designaled 55 & quashed
oppartundy tone. So, how does the
program work?

An eligible thxpayer generales an
ehigble gaan and invests a sirmilar
arrusiant in & qualified opporiundy
fund ("QOF) and the Incoms tax
on the gain Invested & deferred If
the Laxpayer keeps the investmenl
for st least S years, helihe will anly
pay incorme tax on 90 percent of
the gain. N kept lor o least 7 years,
ondy BS percent of the gain will be
Lawed The deferred gan must be
recograzed no later than December
31, 2026. The real beneli of the
program ks that, if the bwestment in
the COF s maintained for oL least
10 years, the profit generaled by
the irmestinent will be completely
exemipd frodn income Tas

There are several terms defined
in the federal law and regulations
that are vital for the investment
in the GOF to gualify for above
benafls:
® Eligible taxpayers who generale
an eligible gain and timely inest
In & propeietary interest in a QOF
that in turn lmwvests In Qualified
Opportunity Zoene Property of
Buiiness,

Any Laxpayer Sulned] 1o federal
Incame tax on capatal gains
gualifies for the incentves. This
inchides individual, cor tiarnd,
parinesships, trusts, esta
atihers, Elgible gains are 4
term of long-tesm capital ga
anly Bains [hat recehve Capitg
trestrment Eligible taxpa
180 days including the d
the gain is realired (o irmeest an
amount equial 1o part or all of the
gain in b gqualified opporunity fund
("QOF). The QOF musst be & domestic
efility for United States Wik purpoded
[mchuding entities created in Puemo
Rlca) that is tresled 4 & corpor alion
ar partnership. The QOF must
inwesl in property ir the guakfied
oppartunity Zone

The main purpode of the program
I4 ta sttract investment Lo dedlgnated
aress, so QFDL must maintain
a1 least 90 percent of the Assets
cantributed by mvestors in quakfied
Propearty
® shared, issued after December 31,
2017, of corporations operaling 4
business n the QOZ,
® interest (ssued after December
31, 2017, in partnerships aperating
a business in the QOZ or tangible
property uied In the QOZ,

The: Ly and regiulstions Lay
dawn additional reguirementd Tar
businesdes operating in the QOZ
and Tor the property used in these
businetses, Thede, fike the incentives
inchuded in Law 21- 2019 will be
explained in the following articles in
this series




