September 25, 2019
IRS Form 8997 Required to Track Capital Gain Investments in
Opportunity Zone Funds
For investors in Qualified Opportunity Zone Funds, IRS Draft Form 8997 will be required to be
filed annually with the investor’s federal income tax return.
Pursuant to the initial draft form issued on September 25, 2019, the following information is to
be shown on the form:
I. As of beginning of investor’s tax year, (A) QOF EIN, (B) Date QOF interest(s) acquired,
(C) description of QOF equity interest acquired and outstanding (number of shares or
units, or percentage interest) and (D) amount of remaining short-term capital gain or long
term capital gain.
II. Capital gains for current tax year that were invested in QOF.
III. QOF investments that were disposed during the current tax year, including date disposed
and deferred capital gain included in income.
IV. As of the end of the investor’s tax year, (A) QOF EIN, (B) Date QOF interest(s)
acquired, (C) description of QOF equity interest acquired and outstanding (number of
shares or units, or percentage interest) and (D) amount of remaining short-term capital
gain or long term capital gain.
With respect to capital gain amounts that relate to a sale in a prior tax year where the investment
in a QOF is made during the current tax year, it would seem that this information would be
included in Part II regarding current year capital gains deferred by investing in a QOF. This can
arise under various situations, including (1) sales (and possibly capital gains reported on the
installment method) arising during the second half of a calendar year where the 180 days end in
the following year, (2) capital gain arising in a pass-through entity, where a member has an
extended period starting on the last day of the tax year, and (3) sales of Section 1231 assets
where the 180-day period starts on the last day of the tax year. This reporting is simple if the
QOF investment is made before the filing date of the tax return, but an extension of the tax return
filing might be needed or an anticipated QOF investment date would need to be shown if the
investment is to be made after the original filing date.
The Form 8997 is issued in draft form and is not to be included with the 2018 federal income tax
return, even if filed on extension by October 15, 2019. The election to defer 2018 capital gain
through an investment in a QOF must be shown on the IRS Form 8949 filed for 2018.
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