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Opportunity Zones 101

Provides a series of incentives to unlock capital gains for investment into
underserved communities across the country.
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Incentives Designed to Move Investment

Opportunity Zones gives investors a reason to seek good investments in places where they
typically would not think to look. In doing so, it will activate new capital for economic
development and businesses. The incentives provided are:

1. Atemporary deferral: An investor can defer capital gains taxes until
2026 by rolling their gains directly over into an Opportunity Fund.

2. Areduction: The deferred capital gains liability is effectively reduced by
10% if the investment in the Opportunity Fund is held for 5 years and
another 5% if held for 7 years.

3. An exemption: Any capital gains on subsequent investments made
through an Opportunity Fund accrue tax-free as long as the investor stays
invested in the fund for at least 10 years.

EIG & pril 2015



There will be a long tail of investment.

End of 7-year End of 5-year End of End of
step-up step-up deferral investment
window window window window

Period in which funds can make qualifying investments
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Period in which funds can dispose of qualifying

investments while preserving the 10+ year benefits

It begins! Begin 10+ year -En dof
disposal window disposal
window
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Opportunity Funds are critical intermediary.

that seek to benefit from the tax advantages of the program

« The O-Fund model is designed to encourage
« The private sector is
* Funds must to the IRS.

« Funds must invest at least in qualified investments in
zones and will be audited twice yearly to ensure compliance.

e O-Funds will come in
« Some will invest nationally, others locally.
» Some will have many investors, others few.

» Some will specialize in particular asset classes or geographies, others will
diversify.

EIG



First round of Opportunity Zones regulations provided some
clarity, but not enough for operating businesses.

The first round of proposed regulations were released by Department of the Treasury on
October 19, 2018. The public had 60 days to issue comments on the draft regulations. The
draft rulemaking provided much-needed clarity on several issues, including:

» Clarification on partnership rules, types of funds (LLCs), and types of gains
(capital gains only) that are eligible for the benefit

* Qualified Opportunity Fund timing

« Definition of “substantially all” for an Opportunity Zone business’s tangible
property as 70 percent

« Clarification that the substantial improvement test requires the doubling of
original basis of the building only, not the land

We need additional clarity on these issues to ensure successful implementation of OZs:
* 50 percent gross income test

« Determination of original use, other substantially all definitions, and substantial
improvement for an operating business

» Timing for Qualified Opportunity Fund investment and reinvestment

EIG



What do we expect from the second round of
guidance?

Treasury sent the second round of guidance to the Administration for regulatory
review on Tuesday, March 12. We expect the proposed regulations to be

published in April. We anticipate Treasury will aim to address the following
issues in the second tranche of regulations:

« What types of property qualify as qualified Opportunity Zone business
property

« Steps a qualified OZ Business must take to be qualified

* How Opportunity Funds can invest in business property and businesses

« Penalties for a fund’s failure to meet the 90% asset test

We expect there will be at least one more round of guidance that will address
anti-abuse provisions, the decertification process, and possibly reporting
requirements for Opportunity Funds.

EIG



The Opportunity Funds landscape is populating.

Novogradac’s Opportunity Zones Fund "
Listing (pictured) now contains 87 P

funds seeking over $20 billion. 1787 Caita pportunty ZoeFd

1787 Capita
Mid-Atlantic and Partnering with public agencies and officials on key redevelopment
Chris Jeter
. . . - . Southeast projects; Transit-Oriented Development
The National Council of State Housing 662837295
. 9 . . chris@1787capital.com

Agencies’ directory contains over 100
3LB Equities Opportunity Zone Fund

funds. N
Adam Smith Texas Muiti-family Acquisition and Development

817.406.0075

Specialized funds are forming;: Asmitig3beastiescon
° Rural CO OppOI‘tunlty Fund Access Ventures Opportunity Fund

Access Ventures

e Emergent Communities Fund N N
« HBCU Opportunity Fund s0a2811254

ross@accessventures.org

i TeaCher,S Vill age Opportunitv Activated Capital Opportunity Zone
Fun d Fund Il

Activated Capital Substantial improvement residential, commercial and hospitality real
Mid-west and Southeast

Josh Burrell, CFA estate.

212.320.8994

States are creating their own platforms:
i COloradO Affordable Housing Opportunity Fund

[ ] MaI_'j Iland LIHTC Development
N N Kim Miller National Multi-Family Development
» (California
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https://www.novoco.com/resource-centers/opportunity-zone-resource-center/opportunity-funds-listing
https://www.ncsha.org/resource/opportunity-zone-fund-directory/
https://www.fourpointsfunding.com/oz-ruralcoz
https://www.enterprisecommunity.org/financing-and-development/opportunity-zones-program/rivermont-enterprise-emergent-fund
http://www.hbcucoalition.com/press-release/first-hbcu-focused-opportunity-zone-fund-launches-to-attract-mixed-used-development-in-hbcu-communities/
https://www.colorado-invest.com/
https://maryland.maps.arcgis.com/apps/opsdashboard/index.html
https://opzones.ca.gov/

Deal: Multi-City Fund Builds Homes for Teachers

e RBH, developer of Newark’s Teacher’s Village

e Mixed-use developments with workforce housing

e Replicate model throughout that nation; first
investments underway in Miami and Atlanta

e Tech entrepreneurs, David and Leila Center,
invested $40 million aligned with interest in
improved education

e $150 million Opportunity Fund anticipated to
support $700 million in development

“The Opportunity Zone program made us take notice of this important initiative which
matches our goal of finding sustainable solutions to important societal issues. Supporting
efforts to build in underserved communities and supply affordably priced housing for
teachers, we see as part of my family’s mission.”

- Developer of Newark’s Teachers Village launches Opportunity Zone fund

EIG & apeil 2015



Deal: The Tappan - Cleveland, OH

e Local Developer, Sustainable Communities Assoc

e Mixed-use, mixed-income rental property

=

e Retail space for local entrepreneur ., lé iy
o | ! F
e 95 apartments; 60% affordable workforce homes e TR A
e SCA leveraged tax benefit to provide discounted Filnet | l an! L*,’&‘g%:ﬁ"4ae,3_‘~'¢\ ==
rents, creating apartments affordable for those . i i

earning under $46,000.

“Some of our investors are able to invest into this project and take less of a return than they
typically would, because they have all these tax benefits from the Opportunity Zone. What
that means is our capital stack is less stressed for dollars, so we’re able to take some of the

units and [charge less for] them, and still pay back our investors.”

— Tremont project The Tappan would include apartments, first-floor bakery on Scranton Road

EIG & April 2015



Across the Nation

State and Local Action

» City and state OZ taskforces (MD, Pine Bluff, AR)

» State tax credits and conforming with IRC (Novogradac website for reference)

» Exemption of income taxes for QOZ businesses (WV)

» Set-aside for tax credit-financed housing and state historic tax credits (MS, MO)
« Aligning state resources and programs with OZs (MD, Washington, D.C.)

* Regulatory relief (CA)

* Locally-funded technical assistance to support community efforts (CO)

* Provision of free legal services (Washington, D.C.)

Fostering Equitable Economic Growth

« Leverage city-owned property to preserve and create affordable homes and workspace
« Create sustainable revenue streams to capitalize anti-displacement fund
« Apply existing policies: tax abatement, inclusionary zoning, right of first refusal
 Site control of land is key

Rapid-response land acquisition facilities

Metro Denver Impact Facility // Golden State Acquisition Fund

EIG April 2019


https://technical.ly/baltimore/2019/01/03/hogan-details-plans-to-supercharge-maryland-opportunity-zones/
https://www.pbcommercial.com/news/20181130/council-will-look-at-821619-budget-creation-of-8216opportunity-zone-task-force8217
https://www.novoco.com/resource-centers/opportunity-zones-resource-center
https://www.novoco.com/news/west-virginia-bill-exempt-new-qualified-oz-businesses-income-tax-goes-governor
https://www.ncsha.org/hfa-news/governor-approves-mississippi-home-corporations-special-opportunity-zone-cycle-for-low-income-tax-credit-program/
https://www.stlouisfed.org/on-the-economy/2018/september/opportunity-zones-help-economic-development
https://technical.ly/baltimore/2019/01/03/hogan-details-plans-to-supercharge-maryland-opportunity-zones/
https://www.bisnow.com/washington-dc/news/economic-development/dc-launching-new-initiatives-to-complement-opportunity-zones-98193
https://www.novoco.com/news/california-legislators-amend-bill-environmental-review-oz-projects
https://choosecolorado.com/opportunity-zones/
https://www.bisnow.com/washington-dc/news/economic-development/dc-launching-new-initiatives-to-complement-opportunity-zones-98193
https://www.urbanlandc.org/announcements/south-platte-crossing-acquisition/
http://www.goldenstate-fund.com/

Across the Nation

Creating a Prospectus

More than 25 cities from across
the nation have created an
Opportunity Zone Investment
Prospectus to communicate
their competitive advantages,
trigger local partnerships and
identify sound projects that are

KC
Our Process ﬁ)!&g pgcf
i ECONOMIC DEVELOPMENT CORPORATION
1 Brought together key stakeholders for dialogue focused on improving “ Urban Neighborhood
* the livelihoods of Opportunity Zone residents. =T Initiative
ek
X . X " W - EWPLOVIENT ('3 Alt
Conducted interviews with dozens of practitioners to begin “last-mile —SOuNCL_
2. evaluation of combinations of projects, both operating businesses and
commercial real estate. LISC

Greater Kansas City
Solicited feedback from local working groups to build deals that meet

both community and investor needs. Urban League of

Greater Kansas City

Interviewed investors to bridge the gap between community advocates
and capital allocators

Resident engagement: community-based organizations engaged

ready for public, private and
civic capital. (more information)

5 residents both on overarching values for investments and specific
deals.

S

CBKC

COMMUNITY
BUILDERS

Initiatives

* Local legal service provider as an OZ quarterback (Legal Services of Greater Miami)

* Technology platforms to connect investors and opportunities (The Opportunity Exchange, OppSites)
* Impact frameworks (OZFramework)

* Fund Manager Incubator (Kresge and Calvert Impact Capital)

* Opportunity Investment Consortium of Indiana (LISC and City of Indianapolis)

« Utah Association of Counties and Sorenson Impact Center (GOED)

« Community Exchange in Minnesota (OZ Challenge)

» Ecosystem building by third-party entities (Opportunity Alabama)

EIG 6
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https://www.legalservicesmiami.org/
https://www.theopportunityexchange.com/
https://oppsites.com/
https://ozframework.org/
https://kresge.org/news/new-incubation-program-opens-help-social-impact-orgs-ready-opportunity-zone-funds
http://www.lisc.org/our-stories/story/indys-new-portal-maximize-opportunity-zone-impact
https://utahpolicy.com/index.php/features/featured-articles/18806-utah-opportunity-zones-benefit-from-new-consultant
http://www.communityexchange-mn.com/mn-opportunity-zone-challenge/
http://opportunityalabama.com/
http://www.acceleratorforamerica.com/tools

Opportunity Alabama
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CREATING AN
OPPORTUNITY ZONES
ECOSYSTEM

ALEX FLACHSBART

ALABAMA
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Cities Chambers of Commerce
Counties Communities Main Street Groups
e o CDCs [ Neighborhood Ass'n

%

Economic Developers

@ Marketplace

OPPORTUNITY
@ ALABAMA

Developers
Brokers /[ Landowners .
Companies [ Entrepreneurs PFOJECtS

ip

Incubators / Tech Transfer
. / ‘“' Investors
4
<>
Banks @ Universities
Utilities Institutional Accountants
CDFls Attorneys
Foundations Partners Financial Advisors

April 2019

National Funds (lists!)
Regional Funds
Self-Created Funds
Individuals




ACCOMPLISHMENTS TO DATE

Education

L
~ ”~

Presentations

1,000+

People receiving
instruction

Marketplace

In equity need on 20+
immediate projects

60+

Projects in pipeline
($1bn+ total)

Promotion

of AL OZs convening OZ-
specific planning

28%

of AL OZs have “investor

guide” under development

April 2019

Data Tracking

Data points being tracked
for communities + projects

100%

of project sponsors have
agreed to share data



KEY COMMUNITY TAKEAWAYS

Develop Project Develop Local Develop Local Develop Local
Pipeline Investor Pipeline OZ Marketing OZ Ecosystem
Strategy

April 2019
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QUESTIONS?

B ALEX@OPPORTUNITYALABAMA.COM

ke 334.425.4166
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The Opportunity Exchange
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We support Opportunity Zone ecosystems by:

STREAMLINING EXPANDING - QUANTIFYING
COLLABORATION NETWORKS IMPACT
We bring investors, project Our trusted national partners We place a high credence on
sponsors, and economic help elevate projects and social impact metrics and aim to
developers together on a communities to a national help bring funding into areas
common platform. audience. that need it most.
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Connecting the dots:

fq
o |

‘ 2
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>

COMMUNITY
DEVELOPERS

* Reach a national
audience

* |dentify and support
project sponsors

* Track data &
community impact

PROJECT
SPONSORS

* Upload your projectin

minutes — not hours

* Confidently showcase on

the custom-built
Opportunity Zone
platform

April 2019

. g‘“rl
INVESTORS

* Browse listings verified
by community partners

 Easily contact local
organizations

* Find viable projects that
meet community needs

/X THE OPPORTUNITY
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ommunity Partner Profile: OpportunityCLE

) @ https://www.theopportunityexc: X =+

< C & htips//www.theopportunityexchange.com/OpportunityCLE/profile/ 2]

@g‘gggggwm Login

OpportunityCLE

http/Awww.opportunitycle.com

Cleveland and Cuyahoga County’s robust and agile network of public, private, and philanthropic partners creates a
cohesive economic development ecosystem unlike any other in the nation. Working with one of us provides access to
the full spectrum of including level i pal and state governments, utility and
i Ire agencies, izati private and key industry experts.

9 Listed Projects

o on CLEVELAND, OH [
Cleveland Rocks - Climbing Expanding Mobility in Warner Swasey
Gym Opportunity Zones

$53,000,000

(@ Developm

(@) Developme:

www.theopportunityexchange.com/OpportunityCLE/profile

(X) THE OPPORTUNITY
QO EXCHANGE



Partnerships

COMMUNITY PARTNERS

OREGON OPPORTUNITY

OPPORTUNITY
ZONE INTIATIVE

SUPPORTERS

THE L ECONOMIC
GOVERNANCE  mmilicdfs  INNOVATION
PROJECT | e GROUP

Finance
Agencies

April 2019

. OPPORTUNITY
Community Exchange @
o) commuiyExtarge - PO f= ALABAMA

/\ THE U.S.
s > IMPACT INVESTING
ALLIANCE

THE OPPORTUNITY
EXCHANGE



Have questions? Want to see a demo?
Reach out!

Peter Truog

FOUNDER
peter@theopportunityexchange.com

CHECK US OUT AT:

/1S

= www.theopportunityexchange.com

S\ | /4

¥ @OpptyExchange

() THE OPPORTUNITY
P excHANGE
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Select Resources for Additional Information

Our Research and Resources:

The State of Socioeconomic Need and Community Change in Opportunity Zones (December 2018)

Opportunity Zones: The Map Comes Into Focus (June 2018)
2018 Distressed Communities Index (2018)
Webinar: Opportunity Zones for Local Government - March 2019 (recording) (slides only)

Additional information can be found on our website.

External Resources:

Novogradac | Opportunity Zone Resource Center NCSHA | Opportunity Zone Fund Directory

Drexel University | Nowak Metro Finance Lab Council of Development Finance Agencies | Opportunity Zones
The Governance Project | Opportunity Zones Georgetown’s Beeck Center | Opportunity Zones

Accelerator for America | Opportunity Zones Impact Framework for Investors | OZ Framework

Internal Revenue Service | Opportunity Zones FAQ

U.S. Treasury Department | Opportunity Zone Resources

EIG @ April 2019



https://eig.org/opportunityzones/communitychange
https://eig.org/news/opportunity-zones-map-comes-focus
https://eig.org/dci
https://t.co/ZUO6njGuzO
https://t.co/NmePOxdq5e
https://eig.org/research
https://www.novoco.com/resource-centers/opportunity-zones-resource-center
https://drexel.edu/nowak-lab/
https://governanceproject.org
http://www.acceleratorforamerica.com
https://www.irs.gov/newsroom/opportunity-zones-frequently-asked-questions
https://www.cdfifund.gov/pages/opportunity-zones.aspx
https://www.ncsha.org/resource/opportunity-zone-fund-directory/
https://www.cdfa.net/cdfa/cdfaweb.nsf/resourcecenters/OZ.html
https://beeckcenter.georgetown.edu/project/inclusive-impact-investing-opportunity-zones/
https://ozframework.org

Opportunity Zones Coalition

Opportunity Zones Coalition

The Opportunity Zones Coalition is a
group of organizations working together
with a broad array of public and private
stakeholders to ensure the timely and
effective implementation of the policy.

If you are interested in learning more
about the coalition, please
contact info@eig.org.
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Frequently Asked Questions

Q: How were Opportunity Zones designated?

A: Low-income community census tracts are the building blocks of Opportunity Zones. Generally, low-income
census tracts either have poverty rates of at least 20% or median family incomes no greater than 80% of the
surrounding area’s according to the 2011-2015 American Community Survey. Governors nominated up to 25%
of all low-income census tracts in a state, territory, or commonwealth as Opportunity Zones.

Q: Do I need to live in an Opportunity Zone to take advantage of the tax benefits?
A: No. All you need to do is invest in a Qualified Opportunity Fund.
Q: I don’t have capital gains. Can I still invest in an Opportunity Fund?
A: Yes, but only reinvested capital gains are eligible for the tax benefits.
Q: In practice, how do I actually defer my gains and begin investing in Opportunity Zones?

A: An investor has 180 days from the point of sale of an asset to re-invest all or part of the gain from that sale
into a Qualified Opportunity Fund. Whatever portion of the gain that is invested into a fund is the portion on

which taxes are eligible to be deferred. In practice, the election will be made on the taxpayer’s Federal Income
Tax return for that year.

E I G April 2019



