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• Q & A
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Timeline

Final Regulations December 19, 2019

“Expiration” of 7-Year Tax Benefit December 31, 2019

Cumulative OZ Equity Raised $10.09 billion raised as of April 2020 

Pandemic and Market Crash Mid-March 2020

Regulatory Relief and Guidance June 4, 2020

Novogradac Opportunity Funds Directory
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June 2020: The IRS released guidance for investors in the wake of the COVID-19 pandemic. 

• Taxpayers whose last day of the 180-day period to invest capital gains in an Opportunity Fund falls during the 

period beginning April 1, 2020 and ending December 31, 2020 can postpone the last day to December 31, 

2020. 

• Opportunity Funds failing to satisfy the 90 percent investment test during the period beginning April 1, 2020, 

and ending December 31, 2020 automatically have reasonable cause. 

• QOZ investments undergoing substantial improvement will have the 30-month period tolled during the period 

beginning on April 1, 2020 and ending on December 31, 2020.

• OZ businesses qualify for regulatory relief allowing an additional 24 months to meet the 31-month working 

capital safe harbor to expend working capital.

• Opportunity Funds qualify for regulatory relief allowing an additional 12 months to reinvest proceeds from the 

return of capital or the sale or disposition of qualified OZ property.
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National Opportunity Zones Survey

Investor Behavior

• 71%  - prospective investors remain interested, even if they are currently hesitant to commit. 

• 48% - investors are actively looking for opportunities to place capital.

• 24% - previously interested investors will not pursue OZ investments.

National Opportunity Zones Survey results

https://eig.org/news/state-of-the-opportunity-zones-marketplace-oz-survey


Warren, OH: BRITE Energy Innovators announced that two of its portfolio companies are among the first startups in the nation to 

attract Opportunity Zones investment. Warren-based Intwine Connect – a Internet of Things (IoT) hardware and software 
solutions provider, and Akron’s GeneratorWorks – a developer of healthcare support applications, are using the funding to support 

wider deployment of their advanced technology solutions. (Opportunity Zone Funding Powers NE Ohio Innovation, 5/8/20)

Mesa, AZ: Co-working company Launch Pad is slated to open its first Arizona location in a property owned by Opportunity Fund 

manager Caliber. Launch Pad received an Opportunity Zones investment from Caliber, which is the lead investor in the company’s 

Series A funding round. (New Orleans-based coworking company to open in Mesa 'opportunity zone', 7/14/20)

Chicago, IL: A startup technology company that connects underrepresented job seekers to a broad network of employment 

opportunities received an investment to support its expansion during the pandemic. (Verte OZ Invests in Solve to Make an Impact 

in Opportunity Zones Amidst COVID-19, 4/8/20)

Montrose, CO: Colorado Pearl Fund Outdoors made a $1 million OZ investment into outdoor industry holding company, Wedge 

Brands, LLC. The investment will support the company's expansion plans, which include building a 76,000 square foot distribution

and third party logistics center on the Colorado Outdoor campus in Montrose. (Colorado Outdoors Announces $1MM Opportunity 
Zone Investment, 5/7/20)

Coatesville, PA: The City of Coatesville announced the Coatesville Impact Fund, developed by Activated Capital, which will invest 

up to $25 million to support single- and multi-family housing, small commercial properties, and local businesses aligned with the 

mission of the fund. (Coatesville Impact Fund Established to Focus on Commercial, Residential Development, 4/2/20)
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https://brite.org/press-release-opportunity-zone-funding-powers-ne-ohio-innovation/
https://www.bizjournals.com/phoenix/news/2020/07/14/new-orleans-coworking-company-to-open-mesa.html
https://www.solve.is/articles/verte-oz-invests-in-solve
https://www.snewsnet.com/press-release/colorado-outdoors-announces-1mm-opportunity-zone-investment
https://vista.today/2020/04/coatesville-impact-fund-established-to-focus-on-commercial-residential-development/


Brookville, IN: Residents made an investment to prevent the town’s local newspaper from going out-of-business. (Community 

Leaders Use Opportunity Zones To Bring New Life To Small Town Indiana, 12/17/19)

Tampa, FL: CoLabs raised $6.2 million to accelerate its sales, marketing, and development, allowing the company to grow faster 

than it has in the past. CoLabs currently has 22 employees and plans to boost its headcount by 50 percent. (Opportunity zone 

designation helps CoLabs draw investors, 11/1/2019)

Tucson, AZ: The Women’s Innovation Fund Accelerator is building women-balanced, sustainable, emerging tech companies. 

WIFAX accelerates start up growth by using a mix of real estate and business finance. Portfolio companies contain a C-suite 

made up of at least 50% women, and operational plans which contain sustainability considerations. (website)

Pittsburgh, PA: An Opportunity Fund launched to invest in operating technology companies focused on the future of energy, 

work, food, and healthy living.  The fund is headquartered at the Energy Innovation Center - a non-profit that supports emerging

clean and sustainable energy markets by engaging corporate and community leaders, aligning workforce development and 

education, developing and demonstrate technology, and incubating businesses. (Bedford Funds, LP Announces the Launch of a 
$2B Fund Raise, 2/11/20)

Provo, UT: Hall Venture Partners established the $100 million Hall Opportunity Fund 1 to provide growth capital and access to 
strategic resources to early stage tech and science companies identified through Hall Labs Incubation which houses more than 

25 companies. (Hall Labs Is Making Provo, Utah, the Mother of All Inventions—or Many of Them, 6/20/19)
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https://www.lisc.org/media/filer_public/c7/c7/c7c76709-f897-4a5f-a68a-fcd226133134/brookville_case_study__opportunity_investment_consortium_of_indiana_final.pdf
https://stpetecatalyst.com/opportunity-zone-designation-helps-colabs-draw-investors/
https://wifaxvc.com/
https://www.prnewswire.com/news-releases/bedford-funds-lp-announces-the-launch-of-a-2-billion-fund-raise-301002382.html
https://www.businesswire.com/news/home/20190620005195/en/
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Sponsor
Fund 

Investors
- Non managing 

members -

JV PartnerQOF I, LLC
- managing member -

QOZB, LLC
Potential
Lender

QOZB 
Property

QOZ $$ QOZ $$
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The Polsinelli Opportunity Zones team’s experience includes, but is not limited to the following:

Multi-Asset Investment Vehicle

§ Advise on the fund formation and tax structuring of a 
$300 million Opportunity Zone Fund focused on real 
estate investment across a national geographic 
coverage. 

§ Advise on the fund formation and tax structuring of a 
$100 million Opportunity Zone Fund focused on 
supporting a mixed-use community including multi-
family, residential, hotel, commercial and retail space in 
Colorado.

§ Advise on the fund formation and tax structuring of a 
$50 million Opportunity Zone Fund focused on 
supporting renewable energy projects.

§ Advise on the fund formation and tax structuring of a 
$25 million Venture Capital Fund focused on deploying 
capital in Qualified Opportunity Zone Businesses. 

§ Advise on the fund formation and tax structuring of a 
$20 million Opportunity Zone Fund focused on the 
acquisition of real estate.

OZ Transactions in Real Estate

§ Closed over 50 real estate transactions including 
mixed-use, multi-family residential, industrial, 
hospitality and commercial. 

OZ Transactions in 
Operating Companies

§ Represent client in making a Qualified Opportunity Zone 
investment in an operating company located in Texas with a 
valuation of $40 million. 

§ Represent client in making a $25 million Qualified Opportunity 
Zone investment in early-stage startups in New York and 
Pennsylvania. 

§ Represent client in making a $10 million Qualified Opportunity 
Zone investment in an operating company located in 
Pennsylvania. 

§ Represent client in making a Qualified Opportunity Zone 
investment in an operating company located in Kansas with a 
valuation of $1.6 million. 

§ Represent client in a Qualified Opportunity Zone transaction 
to purchase their headquarters and distribution center in the 
Kansas City metropolitan area.

§ Represent a technology company in $10 million Qualified 
Opportunity Zone investment in an operating company in 
Chicago, Illinois.

§ Represent a client with the formation and tax structuring of a 
$20 million Opportunity Zone Fund focused on the 
construction and leasing of medical office, ambulatory surgical 
center and office-based laboratory space.

HNWI / Family Office Advising
§ Advise 20+ high-net-worth individuals and Family Offices on 

fund formation, capital placement and ongoing investment 
activity and growth in designated opportunity zones.
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Market Thoughts for OPCO Funds/Businesses 

• Harder than real estate, but the regulatory framework is there for investment 
to flourish.

• Funds and businesses are ready and need investors/capital
• Double edge sword of IRS/regulatory flexibility
• COVID disconnect – bid/ask spread

So, what is happening?

• Singular investor/entrepreneur deals (2018 for real estate)
• Smaller fund investments and portfolio investment 
• Conversations/planning
• Need a catalyzing investment that receives substantial (positive?) press
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Sponsor
Fund Investors
- Non managing 

members -

JV Partner
Can be another  OZ fund or fresh 

equity

QOF I, LLC
[DE- LLC]

- managing member -

QOZB, LLC
[DE – LLC]

Potential Fees to Affiliated Sponsor:
• Development Fee: [__]% of total project cost.
• Acquisition Fee: [__]% of Property Purchase Price.
• Property Management Fee: Mkt. terms.
• Asset Management Fee: [__]% of collected gross 

revenue.
• Finance Fee: [__]% of aggregate indebtedness.

Potential
Lender

QOZB 
Property

QOZ $$ QOZ $$

Standard Deal Structure – Operating Company or Real Estate
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Sample Structure of Forming Own Fund

Your QOF, LLC
[DE- LLC]

- managing member -

Your QOZB, LLC

Your 
C or S Corp

Potential 
Lender

QOZB 
Property

1%99%

Individual/ 
Entrepreneur  

with gain



July 2020

Making Opportunity Zones Work for Operating Businesses

OZ Investors

Service 
Provider/

Idea PersonOZ Fund

QOZB

QOZB 
Property

QOZ $$

§ Capital gain investors form and invest in OZ Fund.

§ OZ Fund invests into the underlying QOZ Business (service providers can contribute capital gain funds or simply get a 
profits interest).  

§ QOZ Business is set up within an Opportunity Zone, focusing on meeting the 70% tangible asset test.

§ The QOZ Business then creates and develops the new idea/product/intellectual property.
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Making Opportunity Zones Work for ABC, LLC Existing Equity Remains in Place

§ Substantially all (70%) of the OZ Business’ tangible assets must be “good assets”.  Existing. ABC, LLC uses a portion of the new
equity investment to acquire enough qualifying tangible assets to meet the 70% test and to lease space in an OZ.

§ The existing equity will not directly get the benefits of the OZ Program, although ideally might be able to obtain a premium for
being an OZ eligible investment for the new investors.

§ Existing investors could invest capital gains from other investments through the OZ Fund and would obtain OZ benefits for this 
portion of their investment – consider structuring with better returns to capture more of the upside with this equity.

§ Existing tangible assets may qualify if bought after 2017, currently used outside of the OZ and brought into the OZ.  If ABC LLC
is currently located in an OZ, may require some expansion (70% new assets to meet test).

Current ABC 
Investors

ABC, LLC
QOZB

IP & Tangible 
Property

ABC OZ Fund
Existing 
Interest

QOZ $$

New Investors

QOZ $$

Qualifying Assets

$
Good Asset 

Store
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Making Opportunity Zones Work For ABC, LLC Full Opportunity Zone Treatment –
More than 20% related

§ If it can reasonably be stated that the existing value of the IP (or other assets purchased by NewCo) is relatively low (or not 
significantly in excess of basis), then the current ABC, LLC could sell the IP for a small amount of gain (taxable).  This gain 
would be ineligible for OZ treatment, but if the current owners have other capital gains they could invest, they can convert 
the existing structure into an OZ structure for a relatively nominal toll charge (the tax on the sale of the IP or other assets).

§ NewCo will likely have to purchase or lease additional tangible assets which, along with the leased office space in the OZ, 
will help satisfy the 70% test. 

ABC, LLC is an early stage 
company and its assets are 
mostly IP.

Current ABC Investors 
organize NewCo in an OZ and 
transfer the business without 
new investors.

Current ABC 
Investors

NewCo, LLC
QOZB

IP & Tangible 
Property

IP

$

ABC, LLC

OZ Fund

$

$

Current ABC 
Investors

$



July 2020

Tax Exempt Organization 

Key Considerations
§ More theory than practice
§ Idea is “extending” charitable donors and those interest in the mission.
§ Multiple Assets with Single QOF:  QOF investors can realize the 10 Year Benefit when the QOF sells its interests (the 

QOZB).  Thus, the QOF can own numerous QOZBs.
§ Promote: There are potential Tax Exempt issues with the Managing Director getting a typical promote from QOF Manager 

LLC. Managing Director could receive a fixed salary coupled with a bonus structure that is subject to an overall reasonable 
compensation cap, as determined by the QOF Manager LLC compensation committee.

§ Ownership of QOZBs: Each QOZB needs to be taxed as a partnership or as a corporation.  Healthcare can cause each 
QOZB to be a partnership with a small interest.  Alternatively, any non-capital gain members could be direct members of the 
QOZB or the manager could get its promote directly from the QOZB (subject to discussion in “Promote” item, above).

501(c)(4)
Tax Exempt Entity

QOZB, LLC
Qualified Opportunity Zone Business

Outside 
Investors

1% QOF, LLC
Qualified Opportunity Fund

99%

___%

1%

Managing 
Director

99%

QOF 
Manager LLC

501(c)(3)
Tax Exempt Entity

___%

services

Fees:
§ Asset Under Management Fee
§ [Others?]

QOZB Operational Distribution Waterfall: 
§ [Pref]
§ Return of Capital
§ [Promote]

Managing Director Bonus Structure (NOT A 
MEMBER of Healthcare QOF Manager LLC)
- Base Salary
- Bonus Structure subject to an overall reasonable 

compensation cap as determined by comp 
committee at Manager LLC level
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The Center on Rural Innovation (CORI) is a 
national nonprofit action tank advancing 
economic prosperity in rural America.

The CORI Innovation Fund (CIF) is a Qualified 
Opportunity Fund (QOF) focused on supporting 
tech-enabled businesses in small communities 
and increasing entrepreneurial equity across 
America.
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“In the past year, we’ve brought in graduates from MIT, Purdue, West 
Point—young, innovative leaders. Many of them had job offers from 

Blue Origin or SpaceX. And they chose to come to Durango.”
- Jeffrey Max, CEO, Agile Space Industries
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The Center on Rural Innovation 
(CORI) is taking action to improve 
the rural opportunity gap by 
creating jobs in small communities.
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Market forces support 
new small community opportunities
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Filling Rural VC Gaps
Leveraging CORI’s rural innovation network, CIF is creating a unique deal pipeline with 

geographic diversity, and investing with impact in companies that have attractive growth 
potential in rural communities
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Cultivating a Unique and Dynamic Pipeline
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Partner Profile: Daudi Barnes and Jeffrey Max
CIF investments are enabling cutting-edge innovators to work in non-traditional geographies.

▪ Agile Space Industries was co-founded by Daudi Barnes and Jeffrey Max in 

Durango, CO, a town of 20,000 situated between The Four Corners and the 

San Juan National Forest in southwest Colorado.

▪ Barnes came from a career in hypergolic propulsion development at 

Rocketdyne and Boeing in Los Angeles and moved his family to Durango in 

2003 where he founded Agile’s propulsion testing business.

▪ Max moved to Durango in the late 1990s to work for an electronic securities 

trading platform, having lived and worked in New York City and London most of 

his career.

▪ Both co-founders cite the close support of the local business community as 

central to what makes Durango perfect for Agile.
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Partner Profile: Sho Rust
CIF portfolio companies have innovative leaders determined to build their businesses in a way 

that benefits their community.

▪ Sho Rust, Founder of Sho.AI, launched the company from his parent’s garage in 
Cape Girardeau, Missouri, a town of 40,000 on the banks of the Mississippi 
River.

▪ Rust spent 10 years in Japan, 2 in France, 3 in New York, and 10 in Los 
Angeles, before returning to his hometown to launch his SaaS startup.

▪ An award-winning senior designer, developer, and technologist, Rust most 
recently worked as a lead designer at Boston Consulting Group Digital 
Ventures.

▪ Leading the way for the rest of the local entrepreneurial ecosystem is important 
to Rust and the rest of his team.

▪ “We really wanted to be that first startup, the first true big tech startup here in 
Cape Girardeau that leads by example”.
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A VENTURE ARCHITECT COMPANY
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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, contact info@eig.org.

Economic Innovation Group

OZ Activity Map

Investment Highlights

OZ Resource Center

White House Opportunity and Revitalization Council 

WHORC Completed Program Targeting Actions Report: June 2020 (June 2020)

Best Practices Report (June 2020) 

Community Toolkit Volume II (May 2020)

Guest Speakers

Korb Maxwell, Polsinelli - KMaxwell@polsinelli.com

Jay Bockhaus, CORI Innovation Fund - jay.bockhaus@ruralinnovation.us

Andre Fowlkes, Start Co. - andre@neverstop.co

mailto:info@eig.org
https://eig.org/oz-activity-map
https://eig.org/opportunityzones/investments-and-initiatives-from-across-the-country
https://eig.org/opportunityzones/resources
https://opportunityzones.hud.gov/sites/opportunityzones.hud.gov/files/documents/OppZone_Agency_Completed_Actions_2020_06.30.pdf
https://opportunityzones.hud.gov/sites/opportunityzones.hud.gov/files/documents/OZ_Best_Practices_Report.pdf
https://opportunityzones.hud.gov/sites/opportunityzones.hud.gov/files/documents/Opportunity_Zones_Phase2_Community_Toolkit.pdf

