Understanding Qualified Opportunity Zone Funds
and 1031 Exchanges
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DISCLOSURE

This presentation (including all verbal and written content) is intended for informational purposes only and does not constitute legal, tax, or accounting advice or
any other advice of any kind. This presentation does not constitute an offer to sell or a solicitation of an offer to buy any security and may not be relied upon in
connection with the purchase or sale of any security. If any offer of securities is made, it shall be made pursuant to a formal offering that would contain material
information not contained in this presentation and that will supersede, amend and supplement this informationin its entirety.

1031 exchanges and investments in Qualified Opportunity Funds are intended for sophisticated investors only. Such investment opportunities are speculative and
involves a high degree of risk, which each investor must carefully consider. An investment will be highly illiquid, and investors must be prepared to bear the risks of
investment for the full term of the investment. There can be no assurance that an investment objective will be achieved. An investor could lose all or a substantial
amount of his, her or its investment. Past performance does not guarantee future results. Although investments in 1031 exchanges and Qualified Opportunity Funds
may be appropriate for some, they may not be appropriate for others. Investors should consult with their attorneys, tax counsel, financial advisors and other
professionals regarding the applicability of investments in 1031 exchanges or Qualified Opportunity Funds to their current situation.

Any views expressed from this presentation, whether verbal or written, are for commentary purposes only and do not take into account any individual personal,
financial, or tax considerations. There is no guarantee that the views and opinions expressed herein will come to pass. Any assessment of the market environment at a
specific point in time, is subject to change without notice, and should not be relied upon by the reader or audience as research or investment advice. With regard to
sources of information, certain of the economic, market, and regulatory information contained herein has been obtained from published sources and/or prepared by
third parties. While such sources are believed to be reliable, they have not been independently verified and we do not assume any responsibility for the accuracy of such
information. More information may be obtained from other sources, including applicable legislation and regulatory guidance. This presentation does not include the text
of or reference to all applicable laws and regulations and should not be used as a substitute for reviewing, interpreting, or retaining legal counsel to advise on all
applicable laws and regulations.

Actual events are difficult to predict, are beyond our control and may differ from those assumed. There can be no assurance that forward-looking statements will
materialize. All forward-looking statements included are based on information available on the date hereof, and we assume no duty to update any forward-looking
statement. No representation or warranty of any kind, express or implied, is made as to the accuracy or completeness of the information contained in this presentation,
and nothing contained in this presentation shall be relied upon as a promise or representation whether as to the past or future performance.

Securities offered through Dempsey Lord Smith, LLC & Advisory Services offered through ClaraPhi Advisory Network
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As an award-winning tax strategist,
investors and businesses from
around the country have hired Matt
to work exclusively with them on
implementing tax efficient solutions
and million-dollar tax savings
strategies...

= Matt works with high income and
high net worth clients nationally to

IT'S YOUR MONEY _ ) | — legally reduce taxes on income or

MATT CHANCEY, CFP capital gains.
PRIVATE WEALTH MANAGER & FINANCIAL EXPERT

= He starts with tax reduction
NATIONAL _.VATE PLANE WITH SNOW PLOW IN MOSCOW FOX MONICA LEWINSKY, IN FIRST P . . .
o asa ~— > strategies to determine which best

fit the clients unique situation and
often leads into a more
comprehensive financial planning

/ B B I i / / or investment management
\ solution that looks not just at what
\ | *[ B \ his client's make, but how they
B keep more of it.

CERTIFIED FINANCIAL PLANNER™




DIFFERENTIATING TAXSTRATEGIES

Qualified

Opportunity 1998

Funds

Exchanges
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THE OPPORTUNITY

There are over 70,000,000 Baby Boomers
By 2030 all Baby Boomers will be between 66 and 84

Retiring Boomers will sell or bequeath $10 trillion worth of assets over the next two

decadest
These assets are held in more than 12 million privately own business?

Estimates suggest U.S. unrealized capital gains total approximately $6.1 trillion ($3.8
trillion held by U.S. households and $2.3 trillion held by corporations):

1 Source: California Association of Business Brokers
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ADVISOR MANAGED

Retirement Planning
Managed Money

Financial Planning
Estate & Trust Planning

DSTs

Direct 1031 Exchanges

Qualified Opportunity Funds

CLIENT MANAGED

Land/Farm

Rental Properties
Business(es)
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POTENTIAL INVESTOR BENEFITS

DEFER TAXES REDUCE TAXES GROW TAX-FREE
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POTENTIAL INVESTOR BENEFITS
=

DEFER TAXES

All or part of the capital gain rolled

over is recognized on the earlier of- D ﬁ

O 2026 tax year (payable in 2027); REDUCE TAXES GROW TAX-FREE

or

O When investor sells its interest in
the Qualified Opportunity Fund
{QOF)

WHATTHEVCHANCEY 1
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POTENTIAL INVESTOR BENEFITS
@

=

DEFER TAXES

REDUCE TAXES

Hold for at least 5 years:
10% of the investor's rollover

gain is eliminated

Hold for at least 7 years:
- 15% of the investor’s rollover

gain is eliminated

Mote: [T an e stor ST RakTs IS WHeres! in e GOF on December
31, 2026, kwill have to recognize a poftion of ine deferred gains
for thal fax year (payabie v 2027), But wil bened from e sleg-up
Dass OUTINED 20aVE IT the Invesior reaches emer nowing pend
before December 37, 2024

)

GROW TAX-FREE
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POTENTIAL INVESTOR BENEFITS

=

DEFER TAXES

4

REDUCE TAXES

]

GROW TAX-FREE

If an investor holds its interest in a QOF
for at least 10 years, none of the
investor’s gains from a disposition of its
interest in the QOF is taxed.
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THE BIG PICTURE

* Anew provision in the 2017 Tax Cuts and Jobs Act

The program is designed to attract long term private investments to promote

economic growth in designated urban and rural areas

Qualified Opportunity Zone Property generally includes stock or partnership
interests in a Qualified Opportunity Zone Business, as well as direct investment

into real estate

A Qualified Opportunity Fund (QOF) is an investment vehicle (corporation or
partnership) that holds at least 90% of its assets in Qualified

Opportunity Zone Property

Source: Economic Innovation Group

13
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EXAMPLE: INVESTMENT MADE DURING 2019*

Sale of Assets 5 Year Basis Step-Up T Year Basis Step-Up Deferred Gain Recognized
m |
2019 EE g 2024

Tax Deferral — Tax Reduction

# 180 days to invest 5 Year Deferral T Year Defemal # TAXES DUE
* Partnerships have G » 10% Basis Step-Up * 15% Basis Step-Up * 85% of original gain
months from end of # Paidin 2027

taxable vear
F May invest portion of gain
# Dnly gains are eligible for
benefits

2029+

{10yrs or later)

Onginal investment Any gain is retumed to
investors TAX FREE

*For informational and illustrative purposes only.
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Investment Example Inputs

Capital Gain $1,000,000.00

B E N E F I TS O F CA P I TAL li:tgujesr:ieturn 122{;:{?
GAI NS I NVESTE D I N Capital Gain Tax Rate 235.80%
OPPORTUNITY Ordinary Tax Rate 37.00%

ZONE FUNDS

u
) With OZ Traditional Real
TRADITIONALREAL [l | i, | [eiwmie,

E STAT E Total After-Tax
Earnings $2,341,437.40 $1,726,914.43
Net Benefit of 072
Investment $614,522.97
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I O N
L atterTax | BeforeTax | | AfterTax_|__BeforeTax

Investment -$1,000,000.00  -81,000,000.00 -§762,000.00 -$1,000,000.00
Year 1(2019) $37,800.00 $60,000.00 $28,803.60 $45,720.00
Year 2 $37,800.00 $60,000.00 $28,803.60 $45,720.00
Year 3 $37,800.00 $60,000.00 $28,803.60 $45,720.00
Year 4 $37,800.00 $60,000.00 $28,803.60 $45,720.00
Year5 $37,800.00 $60.,000.00 $28,803.60 $45,720.00
Year 6 $37,800.00 $60.000.00 $28,803.60 $45,720.00
Year7 $37,800.00 $60.000.00 $28,803.60 $45,720.00
Year 8(2026)" -§164,500.00 $60,000.00 $28,803.60 $45,720.00
Year 9 $37,800.00 $60,000.00 $28,803.60 $45,720.00
Year 10 $37,800.00 §60,000.00 $28,803.60 $45,720.00

BENEFITS OF CAPITAL GAINS INVESTED IN
OPPORTUNITY ZONE FUNDS VS. TRADITIONAL REALESTATE

17
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State conformity — Individual income tax

MN - pAl \&
q{ﬁ |’ SF;‘. s
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Legend

Alabama: 5%
Arizona: 4.54%
Arkansas: 6.9%
California: 13.3%
Hawaii: 11%

lowa: Conforming in
Massachusetts: 5.1
Minnesota: 9.85%
Mississippi: 5%
New Jersey: 8.97%
North Carolina: 5.4¢
Pennsylvania: 2.079

— Wisconsin: 7.65%

The state conforms with opportunity zone benefits for tax year 2018
The state does not conform with opportunity zone benefits for tax year 2018

No individual income tax that includes capital gains in the tax base



WHO QUALIFIES?

- A U.S. taxpayer (corporation, partnership, or individual) that rolls over capital gains within 180 days of
gain recognition into a QOF.

« Eligible gains include both short-term and long-term capital gains, as well as Section 1231 gains treated
as capital gain.

« Allor any portion of gross capital gains may be deferred through an investment in a QOF.
* Sale of business
*  Sale of stock

« Sale of property
« Recognition of capital gains must occur before making the QOF investment.

* Only equity investments in a QOF qualify for tax benefits. A loan to a QOF will not qualify as an
investment.

AW HATTHE CHANCEY




WHAT TO BE AWARE OF

1. All associated rules by the Treasury and IRS are not final

2. It takes 10 years to get the maximum benefit

3. There will be bad deals out there

4. Sponsors of the funds should be carefully vetted

QuoeE -




POINTS TO
REMEMBER

= You are Not required to invest the full capital
gain into the investment.

= You Only need to invest the amount that you
would like to defer.

= Tax benefits apply Only to the gain.

= You are Not required to invest the original
basis as required in a 1031 exchange, for
example.

= QOF investments require a 10 Year time
horizon.

CERTIFIED FINANCIAL PLANNER
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DO YOU HAVE AN EXIT STRATEGY?
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1031 EXECUTIVE SUMMARY

Passive

Investment

Delaware Statutory Trust

v/ Pooled investment vehicle
v/ No landlord responsibilities
v Income producing

Source: Real Capital Analytics, Inc.

Direct
Investment

Direct purchase of new property
v/ Sole owner

v/ Owner executes business plan
v/ Control liquidity
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WHAT IS ADST?

A DST is derived from Delaware Statutory law as a separate
entity created as a trust.

* Each investor looking to complete a 1031 exchange buys an
ownership interest in the trust that holds title to the underlying
property(ies)

‘  DSTs are a popular investment for those interested in the
potential tax deferral provided through a 1031 exchange, but
who would prefer a more passive, income-oriented investment

« Security that can be placed in managed portfolio

Do -




BENEFITS OF A DST or TIC Structure

1. Turn-key 1031 exchange product
Professionally managed
Can provide the investor with a back-up plan on direct 1031x
Potential for more diversified income stream & higher qualified assets

Income-oriented investment

K HATTHEWCHANCEY 2%

CERTIFI ED FINANCIAL PLANNER™
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BENEFITS OF ADST CONTINUED...

3,

Typically, no recourse on financing used to acquire the underlying assets
and liability only limited to initial investment

FERUEE". TERTTL
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An important part of an estate plan

Following the sale of their DST interest, investors may 1031 into another
DST or replacement property
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Investments in DSTs are speculative and involve substantial risks. Please
consider the risks outlined in the offering documents before investing.

Risks include, but are not limited to, illiquidity, lack of diversification
complete loss of capital, default risk, and capital call risk. Investments
many not achieve their objective.
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DST CASE STUDIES

Client #1 Situation

Sold property for $2 million

Advisor created wealth plan that included $750,000 1031 exchange and $1,250,000
managed investment account*using code 453A

Invested $750,000 into our DST and saved $400,000 in taxes

Client #2 Situation

Client owns 5 rental houses

Wanted a break from day-to-day management

Had a capital gain of $500,000 on one house

Sold and executed a 1031 exchange by investing in our DST

Will look to sell remaining portfolio in same manner

Value Add Strategy

* DST provides a 1031 exchange solution through a turn-key, passive investment vehicle

Provides exit strategy for clients
Important part of overall wealth plan for client

Removes the day-to-day management of owning real estate

28



DIRECT 1031 SERVICES

TYPICAL 1031 DST

SERVICES SERVICES
|dentify replacement properties v v
Connect investor with a qualified intermediary v

Assist in underwriting of property

Manage acquisition due diligence

Provide financing quotes and coordinate closing*
Quarterly reporting

Annual tax reporting

N SSKSKSKSKSKLS LS

Day-to-day management services, including lease negotiations,
property management oversight, and budget preparations

*This service is limited to states in which licenses are obtained. Please contact us with any questions.
The above comparison of typical v. additional services reflect internal views of the typical list of 1031 services commonly provided in the market at this time versus other additional services that we view as
being beneficial in a 1031 exchange. The chart is an internal evaluation of services provided for informational and illustrative purposes only and may not be reflective of the entire 1031 exchange market.
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1031 EXCHANGE CASE STUDY

Client Situation

= Large business with multiple real estate properties

= Selling whole business, including real estate locations

= Understood the company’s real estate, but needed real estate
= investment expertise to find replacement property(ies)

= Looked to advisor to help structure the sale in tax-efficient manner

Value Creation Strategy

= Matt Chancey customized an investment search based on the client’s
investment criteria

= Identified a Class A office building in a major U.S. metro area

= Underwrote acquisition, performed due diligence, and assisted in deal
structuring to comply with 1031 regulations

= Client hiring Matt Chancey to asset manage the investment post-closing

30



KEY TIMELINE CONSIDERATIONS

Before selling relinquished property
*  Properly draft purchase and sale agreement of relinquished property

* Select a qualified intermediary to enter into an exchange agreement

Identification period (45 days)
* 45 days from the sale of the property to identify potential replacement property(ies)
*  Outline the assets in writing to the qualified intermediary

* ldentify a maximum of three replacement properties without regard to the fair market value of the properties

Total exchange period (180 days)
* Closing of identified replacement asset must occur before the earlier of:

. 180 days from the closing of the relinquished property; and

Tax filing date, including extensions

Qualified intermediary will close the replacement property and transfer the property to the property owner

After closing, property owner must complete and file Form 8824 with the IRS

QTR




REAL ESTATE & Business tax strategies
are often a missing piece of
your client’s investment plan.

YOU CAN BE THEIR GO-TO
ADVISOR!!

32
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TIERESESSESENIASNTCTAL PLANNER™

For more information please contact:

Matt Chancey, CFP®

Certified Financial Planner ™
@ matt@micelfinancial.com

(p 1211 East Kennedy Blvd.
Tampa, Florida 33602

© (407) 832-0805

@ support@mattchanceylive.com
@ media@mattchanceylive.com

? linkedin.com/in/mattchanceycfp

2l www.mattchanceylive.com
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Section 1031 Exchange Qualified Opportunity Fund
Eligible Asset Classes Only applies to real property exchanges Any asset generating capital gains tax
What needs to be invested?  All proceeds - equal or greater value Only capital gains
Investment Timing Identify replacement in 45 days; Mo identification period;
Close within 180 Days Invest within 180 Days
intermediary Required Yes - escrow through Qualified Intermediary Mo - invest directly into QOF
Tax Benefits « Can Delay tax indefinitely, but capital gains «  OZ reinvestments receive a 10% increase in basis
are fully taxable at the time of sale of the new after 5 years, and 15% after 7 years
property «  Ornginal capital gains tax are differed until
«  Heirs get step up basis to the market value. December 31, 2026
Can eliminate tax up to the esiate tax « No capital gains tax on profits of QOF after 10
exemption YEars
Investment Basis Basis of replacement property is egual to the Basis in the QOF is zero {(assuming only the gain is
basis in the original property exchanged reinvested) until the deferred gain is recognized
Property Location No limitation on location of replacement property 0% of assets in qualified OF property
Related Party Transactions Generally, exchanges can occur between related The onginal sale or exchange of property must be to an
parties unrelated party
Existing Debt Must invest into property that is of equal or Only invest capital gains. Existing debt does not need
greater value. Match debt ratios to be rolled over into new investment
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