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Opportunity Zones: 
From the Perspective of Affordable Housing and 
Community Development Best Practice Advocates 
By: Kody Glazer and Ben Toro-Spears

What is an Opportunity Zone?
The Tax Cut and Jobs Act passed by Congress in December 
2017 included the establishment of “Opportunity Zones”; a 
low-income census tract specially nominated by the Governor 
of a state with approval by the United States Treasury 
Department. A full list of Opportunity Zones in the state of 
Florida, nominated by Governor Rick Scott and certified by 
the U.S. Department of the Treasury, can be found on the 
Florida Department of Economic Opportunity’s website. 
Governor Scott designated at least one Opportunity Zone 
in every county in the state. 

Opportunity Zones are designed to spur economic 
development and job creation in low-income communities. 
The goal is to encourage investors to bring new capital into 
communities suffering from chronic underinvestment. The 
heart of the program is a set of tax incentives which accrue to 
long-term investors in Opportunity Zones. The tax treatment 
of capital gains is tied to the longevity of an investor’s stake in a 
qualified Opportunity Fund, providing increasing tax benefits 
to investors over time and culminating in a 100% capital gain 
write-off for investments maintained for 10 years or more. To 
illustrate how this works, consider the following:

Let’s assume a taxpayer invests $1,000,000 of capital gains 
in an Opportunity Zone fund. By investing, the taxpayer 
can postpone taxes on those capital gains until 2026. If the 
taxpayer keeps their investment in the Opportunity Zone 
fund for five years, the taxable amount of the initial capital 
gain investment is reduced by 10%, to $900,000. After seven 
years, it is reduced by another 5%, to $850,000. 

Most attractive from an investment perspective, if the taxpayer 
keeps capital gains investment in an Opportunity Zone fund 
for 10 years, any appreciation in the value of the investment 
would be exempt from taxation. Thus, if the taxpayer invests 
$1,000,000 in an affordable housing development and after 
ten years, the value of the development is at $4,000,000, 
the taxpayer will not have to pay taxes on the $3,000,000 
increase in value; taxes would only be owed on the $850,000 
in taxable capital gains from the initial investment. Since 

investing in low-income tracts is inherently riskier than investing 
in wealthier locations, Opportunity Zones are designed to 
allow investors a large benefit on their investments.

Given the obvious tax benefits of the program, affordable 
housing advocates, community development professionals, and 
most importantly, neighborhood advocates see Opportunity 
Zones as a significant source of desperately needed capital.

What is an Opportunity Fund? 
A Qualified Opportunity Fund means any investment vehicle 
organized as a corporation or partnership for the purpose of 
investing in qualified opportunity zone property that holds at 
least 90 percent of its assets in such property. Investors must 
place their capital gains investment in an Opportunity Fund 
which then invests in a “Qualified Opportunity Zone Business.”

A qualified opportunity zone business is a trade or business 
in which substantially all of the tangible property owned or 
leased by the investor is newly acquired in an Opportunity 
Zone and which substantially improves the property. New 
guidance from the U.S. Treasury defines “substantially all” 
as 70 percent. Real estate projects that build or preserve 
affordable housing can be the focus of an Opportunity Fund. 

Proposed Regulations and Guidance 
from the U.S. Treasury
On October 19, 2018, the Treasury Department issued its first 
set of guidance regarding Opportunity Zones. The guidance 
included the proposed regulations, a revenue ruling, an 
updated Q&A document, and a draft form for qualified 
opportunity funds. The released guidance was intended 
to provide clarity so that investors can begin the planning 
process for participating in the Opportunity Zone program. 
The guidance focuses on the requirements that must be met 
by a taxpayer in order to properly defer the recognition of 
capital gains by investing in a Qualified Opportunity Fund 
(QOF). It also details guidance permitting a corporation or 
partnership to self-certify and requirements for corporations 
or partnerships that must be met to qualify as a QOF. 

Given the interest already demonstrated by large investors, it 
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is likely that millions of dollars will be poured into Opportunity 
Zones. However, the proposed regulations from the U.S. 
Treasury do not ensure that this large influx of investment will 
benefit the communities the program is designed to serve. 
Thus, it is up to community advocates and local and state 
governments to ensure that Opportunity Zone investments 
are utilized equitably and for the benefit of residents. 

In the proposed regulations, there are no performance standards 
and no guidance or requirements for how best to spend the 
investments (other than requiring that 90% of an QOF’s assets 
be held in qualified opportunity zone property and a qualified 
business must own or lease substantially all its property within 
an opportunity zone). Based on these regulations, investors can 
reap huge tax breaks through an Opportunity Zone by investing 
in property that may have little relation a community’s needs.

How Community Advocates Can 
Interact with Opportunity Zones
1. Urge the Treasury Department to Improve the 
Proposed Regulations
The proposed regulations are 
silent as to the beneficiaries of 
the Opportunity Zone program. 
At minimum, there must be 
some specific recognition of 
the communities that reside and 
work within the Opportunity 
Zones. Community advocates 
should write to the Treasury 
Department, as part of the 
comment period set to expire 
on December 28, 2018 and 
advise the Treasury on ways 
in which the regulations can 
ensure material community benefit. For example, advocates 
can urge the Treasury Department to require Opportunity 
Funds declare their investment intentions and commit their 
investments to specific community benefit outcomes as a 
condition of certification. Since the taxpayers will be obtaining 
potentially huge tax breaks and tax deferrals, it is completely 
reasonable for the Treasury to require more focus on the public 
purpose served by investing in low-income communities 
within the designated census tracts.

Further, advocates can urge the Treasury Department to 
add provisions outlining specific performance measures that 
Qualified Opportunity Funds and Opportunity Zone Businesses 
should strive to meet. Without performance measures and a 

community-centric focus, the Opportunity Zone program has 
the potential to simply be a tax-break with a minimal nexus to a 
community’s needs. Performance measures can be items such 
as number of new long-term or permanently affordable housing 
units, amount of investment in locally-owned businesses, and 
other community-centric data points.

Advocates can also recommend to Treasury that additional 
guidelines are adopted regarding local and state governments’ 
role in the Program. The effects of the Opportunity Zone 
Program will be felt locally. Thus, there should be elements of 
local control in the regulations that allow these governments a 
say in how the investments are deployed in their communities.

2. Encourage Investors to Use their Capital Gains 
to Invest Equitably
The Tax Code is broad as to what uses qualify as a 
“qualified opportunity zone business” and the proposed 
regulations are silent as to any required communication with 
communities in Opportunity Zones. Thus, we must play a 

role in encouraging investors to 
use their capital gains for affordable 
housing, economic development, 
and other projects that revitalize 
low-income neighborhoods. 
Community advocates should insist 
on OZ investments that offer both a 
capital and social return by guiding 
investors to projects that catalyze 
positive neighborhood change. 

3. Bring Together Developers 
and Investors
Opportunity Zones will provide 
affordable housing and community 

developers a broader swath of funding options when 
planning to build in low-income areas. Based on the nature 
of the program, Opportunity Zone projects in Florida can 
obtain funding from individual investors across the country. 
Advocates can work to bring together developers and 
investors to build community-centric projects. 

This may require community advocates to urge their local 
governments to play a larger role in encouraging outside 
investors. Mayors and local governments around the 
country have already started preparing for this program by 
championing their communities as strong places to invest. 
Thus, a working partnership of community advocates, local 
governments, developers, and investors will be key in ensuring 
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the success of the Program for low-income persons. Local 
governments may consider creating an application process 
for QOF investments. Selected applications could receive local 
government contributions or sanction from the administration. 

4. Provide Technical Assistance to Investors and 
Targeted Investment Ideas
If this program is successful, there should be an uptick in new 
investment in designated Opportunity Zone census tracts. 
Thus, it is possible that investors will be working in low-income 
communities and low-income housing for the first time. In this 
space, advocates can provide support to persons who are 
looking to invest in affordable housing for the first time and 
to developers who may be building in these areas for the first 
time. Advocates can advise on long-term affordable housing 
mechanisms, projects to fund, community development issues, 
corporate and/or partnership structure and other key points. 

Arguably the biggest benefit created by the Opportunity 
Zone program is the tax-free appreciation that exists if an 
investment stays in an Opportunity Fund for ten or more years. 
Thus, investors have a strong interest in ensuring the projects 
in which they are investing will be successful and appreciate 
over that stretch. In short, community advocates can work 
to ensure that Opportunity Zone investments are successful 
for both low-income communities and in turn, the investors. 

5. Work with Local Governments to Ensure Equitable 
Community Development in Opportunity Zones
Community advocates should work with local governments 
to design and advance local equity policies that govern 
investments within Opportunity Zones. Local governments do 
not have a duty to outside investors – they have an obligation 
to ensure that their residents are best served by government 
policies. Local governments should take ownership in what they 

want to see their opportunity zones become and community 
advocates can play in role in that vision. Specifically related to 
housing, advocates should work with local governments to 
ensure that new housing in Opportunity Zones are affordable 
for the long-term. As previously mentioned, if investments are 
held in Opportunity Zones for ten or more years before sale 
or transfer, investors pay no new capital gains taxes on any 
appreciation in value. Thus, affordability controls should be in 
place to make sure that housing stays affordable even after the 
initial investors withdraw their resources. One such tool may be 
to establish Overlay Districts over Opportunity Zones to ensure 
that certain community goals are met. 

Further, local governments should have a strong role in 
monitoring the outcomes of the Opportunity Zones. Since 
Opportunity Zone projects will require local government 
approvals, local governments will likely be held accountable 
in some regard and thus should assess how projects are 
performing with indicators such as: number of jobs created 
within the community, number of affordable housing units 
built, and other equity measures. Community advocates can 
act as a partner in ensuring that all parties involved are held 
accountable for the new investments.

Conclusion
As a new program, there is inconclusive data on the potential 
successes. One of the most vocal criticisms has been those who 
find that Opportunity Zones will foster gentrification and fail to 
serve the low-income communities the program is designed 
to aid. There are questions as to what will happen to these 
Opportunity Zones in the long-run once investors are allowed 
to pull out and reap tax-free gains. These are valid concerns that 
advocates can make sure do not become reality. The Florida 
Housing Coalition will continue to provide resources as this 
process unfolds to ensure that Opportunity Zones are just as 
beneficial for the communities as they are for investors.  HNN
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