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I Understanding Opportunity Zones

@ Tax incentive for reinvesting capital gains in Zones

Q

Bipartisan element of the Tax Cuts & Jobs Act of 2017

Q

Market-based with wide flexibility

Q

25% of qualified low-income Census tracts in each state

@ Rewards patient capital — most benefit for 10-year hold
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I What It’s NOT...

@ Not for “passive investments”

Not a loan program; equity investments only

Q Q

Not just for real estate!

«

Not a local program; federal level
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I 3 Terms to Know

2\

Investors Qualified Qualified OZ
with capital Opportunity Investments
gains Funds
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What’s The Benefit for Investors?

Capital Gains Invested In Opportunity Fund

Delay payment of Partial forgiveness
capital gains until of up to 15%
12/31/2026

5-year hold: 10%
7-year hold: 15%

Growth in OF Investment

on the growth in
value of the fund,
upon sale of
interest in the fund
(after 10 years).

Graphic: EIG



Businesses In OZs Can Also Benefit

Access to capital (equity investments) and investment attraction

A “patient capital” outlook
Potentially lower cost of capital
Businesses themselves can invest in OZs
But...
Many questions remain about business eligibility

Rules privilege new businesses moving into OZs, but existing
businesses can access Opportunity Funds if they expand
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San José’s Zones in Context
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I What does this mean for San Jose?
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Attract startups



I What does this mean for San Jose?

Drive transit
Infrastructure



(=)

Expand middle-
Income jobs



I What does this mean for San Jose?

Catalytic
Investments
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Areas of concern

* Potential for acceleration of growth in
low-income areas

* No reporting requirements

 Lack of information on non-real estate
applications
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Areas for Further Study

Investing in operating businesses

* Applicablility to affordable/workforce
housing

* Public assets (SJSU, Airport, county land)

 Infrastructure (VTA/BART)
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IWhat We’re Doing

« Qutreach, convenings
and information sharing
e Zone guidebook

‘Setting the tone’

Connections to

opportunities

Predevelopment/due

diligence assistance
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