
Opportunity Zone 
Investments

An Overview by Reeder CPA Group

Opportunity Zones, established by the Tax Cuts and Jobs Act of 2017, are economically distressed communities 
across the United States, designated for investment incentives. These zones are intended to spur economic 
development by offering tax benefits to investors who invest unrealized capital gains in these areas.
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Deferral of 
Capital Gains

Investors can defer taxes on 
prior gains invested in a Qualified 
Opportunity Fund (QOF) until the 
investment is sold or exchanged, 
or December 31, 2026, whichever 
comes first.

Step-Up in Basis for 
Held Investments

If the investment in the QOF is held 
for at least 5 years, there is a 10% 
exclusion of the deferred gain. At 
7 years, this exclusion increases to 
15%.

Exclusion of 
Future Gains

For investments in the QOF held for 
at least 10 years, investors are eligible 
for a basis step-up to the fair market 
value on the date of sale, potentially 
resulting in no capital gains tax on 
the appreciation of the Opportunity 
Zone investment.

Tax Advantages of Opportunity Zone Investments

Investment Process and Key Considerations

 ▶ Choosing Qualified Opportunity Funds: Investors must carefully select QOFs that are managing projects within 
Opportunity Zones, considering the fund’s strategy, management team, and investment objectives.

 ▶ Long-Term Investment Horizon: Opportunity Zone investments are generally long-term, with the most significant 
tax benefits materializing over a 10-year period. This should align with the investor’s financial planning and risk 
tolerance.

 ▶ Diverse Project Types: Investments can range from real estate development (commercial and residential) to 
business ventures and infrastructure projects, each carrying different risk and return profiles.

What are Opportunity Zones?



Navigating Tax 
Compliance

Investors engaging with Opportunity Zones must adhere to a set of reporting and 
compliance requirements to sustain their eligibility for tax benefits. 

 ▶ Annual Filings: Annual filings are vital for monitoring investment progress and 
meeting Opportunity Zone rules. They require comprehensive records of all 
transactions, income, and gains for clarity and compliance.

 ▶ Qualified Opportunity Fund Certification: QOFs need to self-certify with 
the IRS, involving form submissions and deadlines. This process verifies the 
fund’s commitment to investing in Opportunity Zones and ensures regulatory 
adherence.
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Strategic and Regulatory Aspects of Opportunity Zone Investing

 ▶ Understanding Risk vs. Reward: These investments involve balancing the potential for high returns against the 
risks inherent in investing in underdeveloped areas.

 ▶ Community Impact Considerations: Beyond financial returns, investors should assess the social and economic 
impact of their investments on the local communities, aligning with social responsibility goals.

 ▶ Staying Informed on Regulations: Opportunity Zone regulations are subject to change, and staying informed is 
crucial for maintaining compliance and maximizing tax benefits.

Conclusion: A Strategic Approach to Opportunity Zone Investments
Opportunity Zones offer a unique platform for investors to contribute to meaningful economic development while 
reaping significant tax advantages. For those navigating this complex landscape, a strategic approach informed 
by thorough due diligence, long-term planning, and an understanding of the regulatory environment is essential. 
With the guidance of our Reeder CPA Group team, investors can effectively leverage Opportunity Zone incentives to 
enhance both their portfolios and the communities in which they invest, embodying a true convergence of financial 
acumen and social impact.

Exit Strategies and Considerations
Exiting an Opportunity Zone investment requires careful planning to maximize tax benefits and investment returns. 
This section can outline strategies for investors considering the eventual sale or disposition of their investment in a 
QOF.

 ▶ Timing the Exit: Exiting strategically is crucial for optimizing tax benefits and returns. Align exits with the 10-year 
mark to fully leverage tax exclusions on gains.

 ▶ Reinvestment Strategies: Post-exit, prioritize reinvestment into tax-advantaged options or new ventures that 
match your financial goals, ensuring ongoing growth and tax benefits.

 ▶ Impact on Estate Planning: Leverage Opportunity Zone investments for estate planning by transferring QOF 
interests to heirs, enhancing tax efficiency and offering enduring value to future generations.


