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The Gulf Opportunity Zone
Act of 2005: Benefits

Available to Businesses

® Bonus Depreciation

This pamphlet prepared by Butler, Snow, O'Mara, Stevens & Cannada, PLIC is intended for general informational
purposes only and is not intended to be comprehsnsive with respect to the subject matter. It is not intended to
create an atterney-client relationship with any user, nor is it designed to provide legal or other professional advice,
4% any such advice requires the eonsideration of the facts of the specific situation. ‘

* The selected state law benefits discussed are independent of, and in addition o, benefits available
under the Gulf Opportunity Zone Act af 2005,
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Executive Summary:

The Gulf Opportunity Zone Act of 2005, signed into law by President Bush og December 21, 2005 .
contains significant econormic incentives to rebuild the Gulf Coast, as well as to attract new Investments

. to the affected areas. Modeled after the Liberty Zone incentives created after the 9-11 disaster, these
incentives are intended to stimulate private investment within the Gulf Opportunity Zone (GO Zone)
within the window of time provided,

These economic Incentives are so significant that any business considering an investment in any
new, replacement or expanded operations, buildings or equipment within the GO Zope should
consider how to employ these incentives to the fullest extent possible.

The most significant incentives in the GO Zone Act include:
B 50% Bomus Depreciation
N 5-Year NOI. Carryback
B Tax-exempt Financing
® 100% First-Year Equipment Expense Deduction for Smal] Businesses
® Special Incentives for Employers

‘™ Expensing of Demolition and Cleanup Charges

1. <what is available from all sources (federal, state and local);
2. the existing status of the taxpayer and the nature of the potential project; and
3. the short-term apd long-term business objectives of the taxpayer.

Because of the time-sensitive nature of the major federa] incentives, it is critica) that taxpayers
begin the planning process ag 800N, as possihle,
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The Guif Opportunity Zone
(or GO Zone)

The legislation created the Guit Opportunity Zone in
the following counties of Mississippi and Alabama
and in the following parishes of Louisiana (indicated
by the shaded areas:

Mississippi: Adams, Amite, Attala, Claiborne,
Choctaw, Clarke, Copiah, Covington, Forrest, Franklin,
George, Greene, Hancock, Harrison, Hinds, Holmes,
Humphreys, J ackson, Jasper, J efferson, Jefferson Davis,
Jones, Kemper, Lamar, Lauderdale, Lawrence, Leake,
Lincoln, Lowndes, Madison, Marion, Neshoba, Newton,
Noxubee, Oktibbeha, Pearl River, Perry, Pike, Rankin,
Scott, Simpson, Smith, Stone, Walthall, Warren, Wayne,
Wilkinson, Winston, and Yazoo Counties.

Alabama: Baldwin, Choctaw, Clarke, Greene, Hale,
Marengo, Mobile, Pickens, Sumter, Tuscaloosa, and
Washington Counties,

Louisiana: Acadia, Ascension, Assumption, Calcasien,
Cameron, Fast Baton Rouge, East Feliciana, Iberia,
Iberville, I efferson, Jefferson Davis, Lafayette,
Lafourche, Livingston, Orleans, Plagquemines, Pointe
Coupee, St. Bernard, St. Charles, St. Helena, St. J ames, -
St. John the Baptist, St. Martin, St. Mary, St. Tammany,
Tangipahoa, Terrebonne, Vermilion, Washington, West
Baton Rouge, and West Feliciana Parishes.



NO. 0078 P4

JUN 14,2007 3: 44PN ALFONSO REALTY 0. 6.

o ——— e

A

50% Bonus Depreciation

The GO Zone Act allows for a Significant acceleration of the normal depreciation deduction by allowing
a bonus depreciation deduction in the first year Qualified GO Zone Property is placed in service

B Available to businesses of all sizes, .

W Applicable to investments ig equipment, non-residential real property or residential
rental property substantially all of which is used both in the active conduct of trade or

business and in the GO Zone,

= Original nse of the property in the GO Zone must commence with the business on or affer
Avgust 28, 2005 (the day bhefore Hurricane Katrina made landfall), :

W Available for both costs incurred 0n nevw projects and rehabilitation cogts.

= Costs incurred for replacement, renovation or rehabilitation of existing property are
treated ag separate property for purposes of the GO Zone Act,

B Placed in service requirements;
> Personal property — on or before December 31, 2007.
> Real property — on or before December 31, 2008.

®  Opt-outs of bonus depreciation allowance are permitted by asset class.

= If any portion of property is financed with tax-exempt bonds, that entire property is
ineligible for bonus depreciation.

Gaming property is excluded, but ancillary facilities and related equipment may quélify.
Also excluded jg property nsed in connection with any private or commercial golf course,
country club, or liquor store.

® CAUTION:

> The business is subject to recapture provisions if the property ceases to be Qualified
GO Zone Property,

> Use of the deductions afforded by bonus depreciation remains subject to the normal
lirnitations found in the “at-rigk” and “passive activity” rules.
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5-Year NOL Carryback

Recognizing that the deductions generated by the 50% bonus depraciaﬁon may exceed current year
Income, Congress expanded the opportunity for businesses in the GO Zone to carty back their net

operating losses.
" Time period for NOL carryback extended from 2 years to 5 years.
® Buosinesses may carry forward NOLs for up to 15 years. .

‘W Qualifying losses may be used to offset up to 100% of income subject to the
Alternative Minimum Tax,

B Qualifying losses include:
> Depreciation deductions with Tespect to qualified Zone property.
> Iu-Zone casualty losses.
> Moving expenses.
> Temporary housing eXpenses.
> Repair expenses resulting from Katrina,

B The NOL provisions may enable a client to convert operating losses into
refunds for tases previously paid.






