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     The Opportunity Zones Program is the biggest 
economic development initiative in 50 years. 

DARREN WALKER, FORD FOUNDATION

“

“

INTRODUCTION
The Opportunity Zones initiative has garnered a lot of attention over 
the last several years and remains a hot topic in commercial real  
estate. Currently, the market is estimated to be as large as $6.1 
Trillion with over 9,000 designated opportunity zones throughout 
the US and including territories. So, investment in these areas is, 
perhaps unsurprisingly, indeed attractive, and it is possible that  
this program could be one of the largest economic development 
initiatives in US history.

But there still remains confusion regarding how the program works, 
who can participate and how, and what are the potential impacts.

 
 
 
 

USE THIS EBOOK TO LEARN ABOUT:
	 				Definitions	of	and	guidelines	regarding	Opportunity	Zones	and	Funds
	 				The	impact	Opportunity	Zones	can	have	on	community	development	and	the	economy
	 				How	CRE	professionals	can	benefit	from	investing	Opportunity	Zones	
	 				Ways	to	leverage	technology	with	regards	to	new	market	opportunities

If you have any questions, please don’t hesitate to reach out to us at AIMinfo@realpage.com



CHAPTER 1 
WHAT ARE OPPORTUNITY 
ZONES & FUNDS
DEFINING OPPORTUNITY ZONES

Opportunity Zones are an economic development tool, intended to drive community 
restoration and job creation in distressed areas by providing tax benefits to investors. 
The idea for Opportunity Zones came from American entrepreneur and philanthropist 
Sean Parker of Napster fame who wanted to “empower entrepreneurs and investors  
to forge a more dynamic economy throughout America” via a “more market-driven  
approach to community development”.

Opportunity Zones were added to the tax code by the 2017 Tax Cuts and Jobs Act  
with the goal of improving education, infrastructure, and workforce development. 
Included in the tax reform bill passed in December 2017 was a set of provisions to  
incentivize new investment in low-income communities throughout the United States. 

The IRS defines an Opportunity Zone as:
 “an economically-distressed community where new investments, under  
 certain conditions, may be eligible for preferential tax treatment”.

To qualify as an Opportunity Zone, locations had to be low-income census tracts  
or contiguous to low-income tracts and be designated as such by the state and  
certified by the Secretary of the US Treasury. Locations could not be on either end  
of the “distressed” spectrum, i.e. so distressed that private investors would pass  
no matter the incentive or already undergoing gentrification. State governors could 
choose up to 25% of their eligible low-income census tracts, and the designation  
as an Opportunity Zone stays in place for 10 years and cannot be modified. 

Opportunity Zones have since been designated in every state and territory in the  
United States. The Opportunity Zones range in size, from a stretch of a few blocks  
to entire towns, and they can be urban or rural. And while there are Opportunity Zones 
present in every state, there are larger concentrations in the South and in the Rust Belt. 
Now, investors, policymakers, and communities are working to understand how this 
new tool can benefit low-income communities. 
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DEFINING OPPORTUNITY FUNDS

Opportunity Funds are basically the vehicle by which investors can participate  
in Opportunity Zones.

The IRS defines an Opportunity Fund as:
 “an investment vehicle that is set up as either a partnership or corporation  
 for investing in eligible property that is located in an Opportunity Zone and  
 that utilizes the investors’ gains from a prior investment for funding the  
 Opportunity Fund”.

With Opportunity Funds, CRE professionals reinvest their gains from a prior investment 
and in return receive tax benefits including deferrals, exclusions, and deductions.  
The longer they use the funds, the more rewards they receive, and the strongest  
benefits go to those who stay invested at least 10 years. An Opportunity Fund  
most hold at least 90% of its assets in Qualified Opportunity Zone property and  
be certified according to IRS and Treasury regulations. Developers must also make  
significant upgrades to a property, which are equal to or greater than the cost  
of the initial purchase.

In effect, Opportunity Funds use private investment to solve public policy issues,  
and investors receive a variety of tax incentives for doing so. And according to Bisnow, 
investors are already pouring capital into these funds.



CHAPTER 2 
WHY INVEST IN OPPORTUNITY 
ZONES
Following the Great Recession, recovery across the United States has been uneven. 
Cities such as New York and Chicago have recovered, while areas such as Detroit, Flint, 
and Appalachia are still struggling. Buried in the recent tax overhaul was a provision  
intended to address some of these discrepancies and ultimately create a new asset 
class. Private investors can receive tax benefits in exchange for helping to revitalize 
low-income areas and, in theory, create jobs and boost local economies. As such,  
Opportunity Zones provide benefits for both the community and investors. 

BENEFITS FOR THE COMMUNITY

The Opportunity Zone program was initially developed to rebuild and develop  
underserved communities, revitalize low-income areas, and boost local economies  
and economic growth. Other benefits include having more job opportunities,  
access to affordable housing, and better infrastructure and overall improving the  
quality of life for the community. By working with local governments and aligning  
strategically with cities’ long-term goals and community planning efforts, this funding 
can finance specific projects that could otherwise be considered unviable. Cities and 
states are also offering additional incentives such as tax credits and land swaps  
to help attract investors.

It is also expected that in order to maximize the incentives of and associated timelines 
with the Opportunity Zones program, the pace of investment in some areas will  
quicken. This benefit is particularly true in areas such as Puerto Rico, 98% of which  
has been designated as an opportunity zone. But the hurricane-raved island may  
be able to accelerate their recovery by luring in investors with the promise of generous 
tax benefits. 
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BENEFITS FOR THE INVESTOR

According to The Atlantic, “The Opportunity Zone legislation has both expanded  
the federal government’s place-based policy and erased the federal government’s  
role in executing it.” They are essentially pursuing public policy with private capital  
and offering willing investors federal tax advantages that are only available through  
this program, which are instead of tax credits or other traditional subsidies:

     > Deferrals – Investors can defer tax on prior gains invested in an Opportunity Fund  
 until one of two things happen:
  1. it is sold or exchanged 
  2. the date of December 31, 2026
 Whichever events occurs first takes precedence.
    
     > Exclusions – If the investment is held for 5 years, the taxable gain is reduced  
 by 10%; if the investment is held for 7 years, the taxable gain is reduced  
 by an additional 5% (15% total).

     > Deductions – If the investment is held for 10 years, any gain is forgiven.

Investing in Opportunity Zones is a long-term strategy, and the longer you wait,  
the more benefits you will accrue. There is no cap on the amount that can be invested 
to benefit from these tax credits or the amount of gains deferred and forgiven.  
And there are no requirements for investors to ensure a specific outcome, such  
as job creation.

Other benefits of investing in Opportunity Zones include the ability to diversify  
your investment portfolio, CRE projects becoming more economically feasible,  
and boosts to goodwill and firm/personal reputation.



CHAPTER 3 
OVERVIEW OF GUIDELINES
The Opportunity Zones program is intended to drive private investment  
in economically-distressed and low-income communities across the country.  
While the Opportunity Zone initiative is less restrictive than other place-based  
policies (i.e. is not dedicated to a narrow purpose such as historical renovations  
or just low-income housing), there are still some guidelines that must be followed,  
including but not limited to the following:

     > Regarding Assets – At least 70% of the tangible property must be located  
 in the Opportunity Zone. For an Opportunity Fund, at least 90% of the assets  
 must be located in an Opportunity Zone.

     > Regarding Income – At least 50% of a business’ income must come from activities  
 conducted within the Opportunity Zone, or – in order to accommodate types  
 of businesses such as e-commerce and technology companies – 50%  
 of a business’ employees’ hours or wagers must come from inside the  
 Opportunity Zone. 

     > Regarding Improvements – Land cannot be held, and the property must be  
 “substantially improved”. This stipulation means making updates and additions  
 (or plans to do so) within 30 months that are equal to or greater than the amount  
 initially invested in the property.

     > Regarding Prohibited Activities – Certain types of properties cannot be built  
 in Opportunity Zones, including traditional ‘sin businesses’. Ineligible properties  
 include but are not limited to private or commercial golf courses, country clubs,  
 massage parlors, hot tub facilities, suntan facilities, racetracks / casinos or other  
 facilities used for gambling, tobacco shops, and liquor stores. Properties that can  
 be built include but are not limited to multifamily housing, hotels, schools,  
 hospitals, offices, retail, and infrastructure.

The Department of Treasury and the IRS continue to provide clarification as investors 
prepare to place billions into individualized funds.
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CHAPTER 4 
IMPACTS OF OPPORTUNITY 
ZONES
There’s no arguing that the Opportunity Zone initiative has well-placed intentions.  
It’s a powerful tool that has the potential to rebuild and develop underserved  
communities, create jobs, provide affordable housing, and boost economic growth.  
But while Opportunity Zones and Funds are intended to revitalize distressed  
communities, there are some concerns that should be taken into consideration and  
proactively addressed.

Unequal distribution of investment: There is growing concern among critics that  
the program will cause explosive development in popular areas or amplify investment  
in areas that were already growing, leading to very localized distribution of capital 
across communities and intensifying rather than remedying regional inequality.  
And so far, a majority of the interest in Opportunity Zones has been for urban,  
rather than rural areas.

Shifting investment: Another concern is that Opportunity Zones may just shift  
investment from one place to another rather than increasing the overall level  
of investment or that developers will use the zoning to get benefits on an investment 
that they would have made regardless (i.e. a ‘subsidy for gentrification’). For some,  
the prospect of Opportunity Zones has not even shifted their investment opportunities, 
as zones coincide with areas they were already interested in – now they can just reap 
additional benefits. In fact, an analysis by the Urban Institute found that over 25%  
of designated Opportunity Zones already had high levels of investment.

Lack of public control: There are no guidelines in place to ensure that investments 
match or address community needs or will generate the spillover benefits that are  
intended. While private investors may truly intend to make improvements in these 
areas, investment decisions are typically not being made based on any analysis around 
specific problems in the area. This lack of public control could mean that communities 
are not getting the investments that would best serve their needs. For example,  
a community could need new schools, but there is no guarantee that is the type  
of property that will be built – developers could build hotels and resorts instead.
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Despite these challenges, there are steps that communities can take to better ensure 
that their needs are met:

 1. While Opportunity Zones are a federal government initiative, states and  
      even cities and countries can use legislation and policies to get involved  
      in the planning and encourage the type of development they want to see.  
      Some states are even looking at additional tax incentives that they can offer  
      to make their zones more enticing than those of other states.

 2. Cities can create a prospectus that helps to market their Opportunity Zones,  
      explain distinct assets and competitive advantages, outline strategic goals,  
      identify community needs and specific investable projects, and layout  
      prospects for local partnerships.



CHAPTER 5 
LEVERAGING TECHNOLOGY TO 
MANAGE INVESTORS
Opportunity Zones are just one of many trends driving change throughout the  
commercial real estate industry. These shifts, from updates to regulations and tax  
structures to crowdfunding, affect the way CRE firms manage and engage with their 
investors. In today’s on-demand, instant gratification culture, accessibility and  
transparency are increasingly important. But with potential uncertainty around  
Opportunity Zones and it being such a new initiative, being able to provide  
transparency for and trust with investors may be even more critical.

Investors want to feel confident that they are making an informed decision about 
choosing a sponsor and making an investment. They need on-demand, real-time  
insights into how their money is performing and where it’s going. Transparency  
enables sponsors to build credibility with their investors, and this open exchange  
of information ultimately facilitates a smoother transactional process. Again, with  
some ambiguity around Opportunity Zones, it will be important to communicate  
frequently and effectively with your investors – that means more than quarterly  
or even monthly. And it means making it easy to view info such as distribution  
history, positions and performance of investments, and investment documents.
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of investors cite “degree of transparency” as being  
an important consideration for their investment

63%



CONCLUSION 
As more information becomes available, the excitement generated  
by the Opportunity Zones program is expected to rise, and soon we will start  
to see these projects coming to fruition. While some challenges lay ahead  
with this new initiative, eager investors are unconcerned and still see Opportunity 
Zones as an attractive investment option. However, it will be even more important  
than ever before that investors have the accessibility and promotion that will make 
them feel confident about their investment.
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NEXT STEPS
RealPage AIM provides institutional investors and managers an 
integrated platform that propels data alignment throughout the 
 investment ecosystem to drive the best possible risk-adjusted 
 returns for the private and public capital markets. AIM provides  
a 360° view across the investment lifecycle, allowing general  
and limited partners to manage investments, model and monitor 
asset performance, assess risk, and easily identify opportunities  
to maximize returns.

There is only one platform that:
• Allows you to aggregate, interpret and integrate data across all 

asset classes in any format
• Enables alignment across your entire real estate and alternative 

investment ecosystem
• Delivers all the information you need, in a timely manner, to 

empower you to discover true insights

To learn more about how commercial real estate 
firms have used RealPage AIM to save time and  
resources, drive value, and improve the investor  
experience click here. 

If you are ready to take the next step, schedule a free 
demo today!



facebook.com/RealPageAIM

twitter.com/RealPageAIM

linkedin.com/company/realpage-aim


