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Opportunity Zones: We’re Doing It Wrong 

 
Morgan Simon Contributor  

Forbes - Sep 3, 2019, 01:44pm 

Investing  

I write about money and social justice. 

 

While still in its earliest stages, the OZ program is now the nation’s premiere incentive-based project 

to invest in. 

Investors have been chomping at the bit ever since the 2017 Tax Cut and Jobs Act launched the 

Opportunity Zone (OZ) program, designed to bring capital to low-income communities by providing 

tax benefits to investors. What we are quickly seeing is that capital dropped in a community is not the 

same as capital designated for community benefit. 

When we look at who will ultimately benefit from the wave of OZ investments, the outcome is 

arguably more weighted towards the financial gain of investors, over the value add for community 

members. If this prediction is true, then what’s going wrong in the OZ landscape… and can we save it 

before it’s too late? 

Compared to its ancestors Empowerment Zones and Enterprise Zones, Opportunity Zones are massive 

in scope. While there were 38 Empowerment Zones implemented nationally, governors were recently 

allowed to designate up to 25% of their low-income census tracts as Opportunity Zones, creating 8,762 

https://www.forbes.com/sites/morgansimon/
https://www.forbes.com/investing
https://www.irs.gov/newsroom/opportunity-zones-frequently-asked-questions
https://www.everycrsreport.com/reports/R41639.html
https://www.huduser.gov/portal/datasets/qct.html
https://www.forbes.com/sites/morgansimon/
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OZs thus far. While still in its earliest stages, the OZ program is now the nation’s premiere incentive-

based project to invest in. 

Here’s what makes it so enticing. Typically, an investor who is successful — they may have bought 

and sold a stock that appreciated in value, or sold a building at a profit – would normally have to pay 

what’s called “capital gains tax” to the government.  

Haven’t heard of capital gains tax before? You’re not alone. The benefit on the tax side is limited to 

wealthier Americans who are already receiving a profit from their massive investments — which 

structurally is a reinforcing point in favor of investors.  

By investing such profits in an OZ, however, the investor can immediately defer and diminish the total 

amount of tax they must pay, by as much as 15%. Then, if the investor keeps their money in the OZ for 

at least 10 years, their capital gains tax on that investment will go to zero. That’s an exciting prospect 

for investors, but what does it mean for the communities who actually live in opportunity zones, in 

close proximity to that new, tax-free profit? 

Here are three dangerous scenarios that can limit the chances of mutual social benefit with OZs — and 

in many cases, are already happening in tandem:  

1. Investors are disconnected from the communities where they are placing money, with zero 

requirements to follow community leadership or in any way include communities in the planning 

and approval process. 

Whereas in the past mostly local investors benefited from investing in Empowerment Zones, now 

investors can receive huge tax benefits putting their money in places they may not even be able to 

place on a map. This means they have even less understanding of how their capital is impacting people 

locally, regardless of their intentions. The hope is that by keeping this money long term in 

communities, instead of going for a fast flip, OZs encourage community stability and good 

stewardship. But of course, the fundamental incentive is still the tax benefit — so 1 more point to 

investors, and let’s say .5 to communities.  

2. There are no explicit development requirements for tangible community benefit.  

In theory, new development means new potential for creating quality jobs, affordable housing, and 

local entrepreneurial empowerment in historically disinvested and overlooked neighborhoods. 

However, nothing in the language of opportunity zone requirements point to the prioritizing of 

community members as valuable stakeholders. In the worst cases, OZ projects can actually contribute 

to the problems of underpaid jobs, gentrification, and disempowerment, instead of offering a remedy. 

Currently, a Ritz Carlton is in the plans for a Portland OZ. The likelihood that this will create jobs is 

high. The likelihood that this will create living-wage jobs with the potential to disrupt the cycle of 

poverty for long-term community members, out of the goodness of absentee investor’s hearts? Less so. 

It’s worth noting that what “community benefit” will look like in each community is extremely 

context-specific. To hone in on potential job creation dimension of OZs, taking California as an 

example, the minimum wage is $12 per hour — which might appear generous when compared to the 

federal minimum wage of $7.25. More specifically, in Oakland, this year, the mandatory minimum 

wage increased to $13.80 from $13.23. However, when we take a look at the living wage calculator, 

for a single adult with no dependents to live in the area, they must be earning at least $17.47 an hour at 

https://www.bizjournals.com/portland/news/2019/06/20/why-portlands-opportunity-zones-might-be-missing.html
http://livingwage.mit.edu/counties/06001
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a 9-5 job. So OZ developers who, at face value, are creating jobs, can not as easily claim to be creating 

opportunities for community benefit if they are not meeting this benchmark as well.  

3. Investors are focused on real estate and ignoring opportunities to support existing local 

businesses with equity — and are always dealing with implicit bias in investment decisions. 

The extreme lack of diversity in venture capital — both in terms of geographic diversity and who is 

represented — continues to be evident across the sector. With their focus on historically marginalized 

census tracts, however, the boundaries of where venture capital reaches are now inherently expanding 

through opportunity zones. Still, there is no guarantee that women and people of color will be 

intentionally included in the process, the same way they have been intentionally excluded from the 

financial industry historically. In this reality, socially-minded investors should work to cultivate a 

portfolio which, at a minimum, reflects the demographics of the community, if not overcompensating 

for historic disinvestment. Organizations like The Enterprise Center in Philadelphia are setting the 

right example, by raising $50 million for opportunity funds which will invest in minority-owned 

businesses who are poised for growth. 

The reality is that whether we like it or not, OZs are happening. So, what can we do to not only curb 

negative effects on communities, but proactively ensure real community benefit? It depends who you 

are, but there are roles that everyone can play. 

Investors can voluntarily choose to follow the Opportunity Zone Reporting Framework, developed by 

the U.S. Impact Investing Alliance, the Beeck Center for Social Impact + Innovation at Georgetown 

University, and the Federal Reserve Bank of New York. It’s five guiding principles are community 

engagement, equity, transparency, measurement, and outcomes. We’re seeing socially-minded players 

like Ross Baird and Blueprint Local, or Derrick Morgan and KNGDM Group, who have already begun 

tackling the OZ conundrum head on with internal commitments to people-first development. In 

practice, KNGDM Group’s adherence to the OZ Reporting Framework includes the intentionality of 

developing environmentally sustainable housing in real estate, building entrepreneurial hubs for 

education and workforce development, and partnering with community clinics to promote health, 

nutrition, and access to mental health services in the community. Structurally, the project is fully 

vertically integrated to ensure that each step of the process — from site acquisition, to construction, to 

asset management — is held accountable to the same standards.  

Institutions, even if not investing entities themselves, can provide critical support for steering the 

direction of OZs. Arizona State University is a standout example, as a large public university that is 

leveraging the potential for the social and environmental impact of OZs in the state of Arizona. In 

collaboration with Impact Experience, the institution has brought together tribal leaders, university 

leaders, Latino fund managers, philanthropists, and community leaders to “collectively brainstorm 

equitable and inclusive strategies for Opportunity Zones in Arizona, discussing and ideating solutions 

across sectors to spur collaboration and ensure inclusive and equitable economic development,” says 

Jenna Nicholas, Co-Founder and CEO of Impact Experience. As a result, local stakeholders have 

formed a working group, which serves as a clearinghouse for investors and developers to ensure that 

their projects are conducted through inclusive community engagement.  

For community members in or near OZs, as discussed in this interview with Markeze Bryant back in 

March, community members play a key role in attracting investments, and this can often start with 

supporting local entrepreneurs. As active participants in our democracy, we each have a right to 

https://techcrunch.com/2018/07/30/venture-capitals-diversity-disaster/
http://www.theenterprisecenter.com/
https://ozframework.org/about-index
https://kngdmgroup.com/
https://www.usnews.com/best-colleges/arizona-state-university-west-666935
http://www.impact-experience.com/
https://www.forbes.com/sites/morgansimon/2019/03/30/what-you-need-to-know-about-opportunity-zones/#38f209686ae2
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advocate for stronger standards of social responsibility in exchange for tax incentives, which focus on 

leveling the playing field for everyone instead of increasing the bottom line for a few. 

The communities where OZs have been designated are now seen as more valuable than ever, and this 

value can realistically be exploited by outsiders or leveraged to truly improve the lives of OZ residents. 

The money is coming and it’s not a zero sum game: doing OZs “right” means that opportunity is 

multiplied for all involved.  

Thanks to Jasmine Rashid for her contributions to this piece. Full disclosures related to my work here. 

This post does not constitute investment, tax, or legal advice, and the author is not responsible for any 

actions taken based on the information provided herein. 

Florida Paradise Offers Wealthy Developers a 

Big Trump Tax Break 

A trailer park that helped the site qualify as an opportunity zone may gain little. 

By  

Noah Buhayar  

Bloomberg 

April 12, 2019, 5:00 AM EDT Updated on April 12, 2019, 1:01 PM EDT  

The sun was rising and the coffee flowing as billionaire developer Richard LeFrak welcomed guests to 

his Hamptons home last August for one of the season’s more unusual gatherings: a “salon discussion” 

about a new tax break. 

The star of the exclusive event was Treasury Secretary Steven Mnuchin, there to explain a key piece of 

President Donald Trump’s signature tax overhaul. Investors developing real estate or funding 

businesses in some 8,700 struggling communities designated as “opportunity zones” would get big 

breaks to boost their returns. The administration expected the incentives to pump $100 billion into 

long-overlooked parts of the country. 

But for LeFrak, a longtime friend of Trump, it represented a potential windfall for a project he’d been 

working on well before the president was elected. 

Since 2015, his family and the Soffers, two of America’s wealthiest real estate clans, have been 

developing a $4 billion community called Solé Mia in North Miami, Florida. The 184-acre “live, work, 

play paradise” is already taking shape and is slated to include a dozen residential towers, a swimmable 

lagoon, a medical center, shops and a Jaguar dealership—on what used to be a Superfund site. 

The new law has set off a frenzy among developers to start projects that might qualify, but LeFrak’s 

company and its partners were way ahead. They lobbied city officials and the administration of 

Florida’s then-governor, Rick Scott, to support designating the census tract encompassing Solé Mia an 

opportunity zone. That effort prevailed, beating out numerous other communities that hoped to be 

included. 

LeFrak’s Opportunity 

https://docs.google.com/document/d/1HdOh3uInhXvBzHUWKPVWoF8C9ACfH8PDcXFb0D_GZdo/edit
https://www.bloomberg.com/news/articles/2018-08-27/milken-mnuchin-in-the-hamptons-with-blankfein-to-fix-the-world
https://www.bloomberg.com/news/articles/2019-01-04/will-opportunity-zones-help-rich-poor-or-both-quicktake
https://home.treasury.gov/news/press-releases/sm530
https://www.solemia.com/
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Source: Solé Mia 

Those moves position LeFrak and the development’s other backers to reap significant tax breaks. Two 

people with knowledge of Solé Mia, who asked not to be identified discussing the private plans, 

estimated the new law may boost the project's returns by more than $100 million. Stu Loeser, a 

spokesman for LeFrak, said that figure is too high. Ultimately, it will hinge on how developers fund 

their stakes, how many apartments they sell as condos and how the property market performs. 

“To date, the project has received no benefits from the opportunity zone program, and it’s not clear 

that it will ever be able to or to what degree,” said Florence Quinn, a spokeswoman for Oleta Partners, 

the joint venture developing Solé Mia. “What is clear are the benefits the surrounding community will 

receive from this development,” including jobs and a “massive influx of new property tax revenue 

that’s already started,” she said. 

LeFrak never discussed Solé Mia or opportunity zones with the president, and only learned about the 

incentives after the legislation passed in December 2017, Loeser said. 

 

Both Democrats and Republicans have heralded opportunity zones as a new and potent economic 

development tool. Investors claim the breaks by taking capital gains they’ve already earned and 

deploying them in the distressed areas. But critics worry the law is written so loosely it will become a 

handout to the wealthy, juicing returns on projects they would have pursued anyway. Others question 

whether poor people living in the zones will benefit. 

Perhaps no other investment embodies this tension more than Solé Mia. It could rank among the 

largest opportunity zone projects in the country, showcasing how investors can give a jolt to struggling 

communities. Household incomes in North Miami, where most residents are black, lag regional and 

national averages. 

Yet, the development probably would have been built without the tax breaks. And, because of a 

mismatch between municipal and census boundaries, an impoverished area that helped Solé Mia 

qualify as an opportunity zone may not see some of the gains. 

 
A newer residential tower looms over Highland Village, a neighborhood once known as Trailer City. 

Photographer: Scott McIntyre/Bloomberg 

Few investors had even heard of opportunity zones at the start of last year when representatives for 

Solé Mia met with Governor Scott’s staff to explain why their project should be eligible for the breaks, 

according to a person familiar with the effort. The development could be a catalyst for the city, turning 

a giant, underused parcel between Fort Lauderdale and Miami into a significant source of new tax 

revenue, they argued. The developers eventually expanded their pitch, encouraging officials in North 

Miami to push for the zone they wanted as well as several others, the person said. 

https://eig.org/opportunityzones
https://eig.org/opportunityzones
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The outreach was timely. Early in 2018, governors were rushing to nominate zones to the Treasury 

Department. By law, they could only select a quarter of the eligible low-income census tracts, setting 

off a scramble by municipalities, developers, nonprofits and others to influence the process. Florida 

officials were ultimately inundated with more than 1,000 requests. 

“I was definitely being lobbied,” said Cissy Proctor, then executive director of Florida’s Department of 

Economic Opportunity, the agency spearheading Scott’s selections. She didn’t remember any 

particular request from Solé Mia, but said the state worked hard to run a transparent process that 

resulted in a “strong program overall in the state.” 

The agency analyzed data and listened to pitches, giving extra weight to suggestions from cities and 

counties, said Erin Gillespie, former deputy chief of staff of the department, who now runs an 

opportunity zone consulting firm. “We really trusted local governments to know what was best,” she 

said. 

On that front, the LeFraks and Soffers had found a willing partner in North Miami City Manager Larry 

Spring, who already knew about opportunity zones when the developers got in touch. 

“The day it passed, our federal lobbyist called and said, ‘There’s something in the code that you need 

to see,’” Spring recalled. An accountant by training, he saw opportunity zones as a way to accelerate 

the redevelopment of a part of his city that had languished for years and to significantly expand North 

Miami’s tax base. “Over a 30-year window, you’re talking about hundreds of millions of dollars,” 

Spring said. 

The development also promises scores of construction jobs, as well as permanent work at the 

businesses moving in. Costco Wholesale Corp. recently relocated a store to Solé Mia, and the 

University of Miami Health System announced in February it’s opening a facility there. It will offer 

nearby communities a wide variety of specialized medical care. 

 
A new Costco at Solé Mia is bringing jobs and tax revenue to North Miami. 

Photographer: Scott McIntyre/Bloomberg 

Seeing the potential, Spring urged Scott in a letter to nominate 10 zones in his city, including the one 

with Solé Mia. He didn’t prioritize them. While it isn't clear whether Scott was aware of the lobbying, 

he later sent a list to Treasury that included the tract the LeFraks and Soffers wanted. Only two other 

zones in North Miami were selected—one of them adjacent to the zone with Solé Mia. 

Scott, now a U.S. senator, didn’t respond to requests for comment about Solé Mia or how he picked 

which zones to nominate. 

To claim the tax breaks, investors start by taking capital gains they’ve earned elsewhere and pump 

them into new real estate projects or businesses inside a zone. That defers what they owe the 

government until the end of 2026 and can ultimately reduce it. Meantime, their new investment can 

https://www.bloomberg.com/news/articles/2018-04-23/new-tax-break-for-poor-neighborhoods-may-benefit-luxury-builders
http://www.floridajobs.org/news-center/DEO-Press/2018/04/19/gov.-scott-low-tax-opportunity-zones-in-every-county-will-keep-florida-s-booming-economy-growing
https://www.bloomberg.com/quote/COST:US
https://news.umiamihealth.org/en/uhealth-will-bring-world-class-academic-medical-center-to-north-miamis-4-billion-master-planned-community-sole-mia/
https://www.flgov.com/wp-content/uploads/2018/04/Florida-Letter-of-Op-Zone-Nomination-Final.pdf
http://northmiamifl.gov/northmiamifl/residents/NewsRoom/pressrelease.aspx?ID=357
http://northmiamifl.gov/northmiamifl/residents/NewsRoom/pressrelease.aspx?ID=357
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grow tax-free if held for a decade or more. 

 

It's possible that it won't make sense for Solé Mia's backers to claim the benefit, said Loeser, the 

spokesman for LeFrak. The perk can become less attractive if it prevents developers from claiming 

breaks on the depreciation of the property or if investors decide to hold their stakes much longer than a 

decade. 

 

Opportunity zone regulations are still being ironed out, which could also complicate the development’s 

ability to claim the benefits. Only investments made after the tax law passed can qualify, curtailing the 

breaks for the money already plowed into the site. Still, with hundreds of millions, if not billions, left 

to be invested, the families could have ample opportunity to use the incentives. 

Some city officials see no problem with the developers making bigger profits. 

“If LeFrak is spending more or spending faster than he would have otherwise because he’s going to 

realize a tax benefit, as a city councilman, I say, ‘Great,’” said Scott Galvin, who represents the district 

that includes the development. Some of the additional tax revenue from the project can be used for 

affordable housing, he said. 

“I get that giving wealthy people tax breaks is not popular with the general populace,” he added. “But, 

in this situation, it’s benefiting my community.” 

 
Outside the construction zone for Solé Mia. 

Photographer: Scott McIntyre/Bloomberg 

Billboards around the perimeter of Solé Mia promise an affluent, tropical lifestyle. Smiling families 

dine among palm trees, play volleyball on white sand and paddleboard in a clear lagoon. It’s a pristine 

vision for a site that’s suffered nothing but problems. 

Back in the 1960s, the parcel was slated to become the site of a Pan American exposition called 

Interama. But after the effort collapsed, the land became a municipal dump. Somewhere along the way, 

toxic waste began piling up—so much that the Environmental Protection Agency declared it a 

Superfund site in 1982. It was removed from the list in 1999, but cleanup continued. 

Dreams of developing the site came and went. A plan to build a city-within-a-city called Biscayne 

Landing failed during the financial crisis, wiping out bondholders. In 2010, another group improbably 

pitched an indoor ski park powered by renewable energy. 

North Miami kept getting “all kinds of crazy” ideas for what to do with the property, said Jack 

Winston, a real estate consultant, who evaluated proposals on behalf of the city. 

LeFrak, 73, showed up in 2012 and was a gold-plated savior for North Miami. The scion of a New 

York real estate dynasty, his father and Trump’s got rich building competing apartment empires in 

https://cumulis.epa.gov/supercpad/cursites/csitinfo.cfm?id=0400769
https://cumulis.epa.gov/supercpad/cursites/csitinfo.cfm?id=0400769
https://www.bloomberg.com/news/articles/2011-06-30/north-miami-s-condo-catastrophe
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Queens. The president and LeFrak have had a relationship for decades, and he was tapped to co-head 

the administration’s now-disbanded infrastructure council. 

Turnberry, the Soffers’ real estate firm, signed on to Solé Mia in 2015. The family’s patriarch, Donald, 

was well-known in South Florida for transforming 785 acres of swamp and marshland into a planned 

city called Aventura. His children Jackie and Jeffrey recently decided to pursue different business 

interests, but they both continue to be involved in the development. 

Together, the LeFraks and Soffers billed themselves as deep-pocketed real estate veterans able to see 

through a project that could span decades. Solé Mia is a portmanteau of their names plus an 

abbreviation for Miami-Dade County. 

The families have made good on their promise, plowing more than $100 million into infrastructure, 

such as roads, sewers and the lagoon. Two 17-story towers began leasing apartments this year for 

$1,700 to $3,700 a month. 

Rents are far more modest just a short walk south, alongside a mangrove forest, on the southern edge 

of the opportunity zone. The area once known as Trailer City has since been renamed—ironically, for 

an area that sits a little more than three feet above sea level—Highland Village. 

 
Highland Village is part of why median household incomes in this opportunity zone are just $29,427. 

Photographer: Scott McIntyre/Bloomberg 

Once a popular winter destination for Canadians escaping the cold, the neighborhood has become 

rundown. Families pack into a few hundred decrepit homes and trailers that somehow survived South 

Florida’s notorious hurricanes. They’re a big part of why median household incomes in the census tract 

are just $29,427 and poverty rates approach 30 percent, easily making it eligible for the tax breaks. 

In Highland Village, the view of Solé Mia is decidedly negative. 

Brenda Evans, a 49-year-old Home Depot cashier who’s lived in the neighborhood for more than a 

decade, worries the development will soon drive up rents. She pays $600 a month for three bedrooms 

for her mom, two daughters and grandson. 

“I’m sure one day we’ll be pushed out,” she said. 

 

https://www.bloomberg.com/news/articles/2017-08-17/trump-is-said-to-abandon-plan-for-council-on-infrastructure
https://www.miamiherald.com/news/business/real-estate-news/article23075109.html
http://www.biscaynetimes.com/index.php?option=com_content&id=1844:hidden-hamlet&Itemid=252
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Highland Village has some of the most modest rents in Miami-Dade County. 

Photographer: Scott McIntyre/Bloomberg 

Even if they stay, residents like Evans stand to miss out on Solé Mia’s contribution to local coffers. 

Highland Village shares Solé Mia’s opportunity zone. But thanks to bizarrely drawn municipal 

borders, the trailer park is part of another city, North Miami Beach, which won’t get a tax boost from 

the new development. 

Some zones were bound to get selected because developers were motivated to lobby for them, said 

Steve Glickman, a former Obama administration official who helped design the incentives and now 

runs Develop LLC, which consults with investors in opportunity zones. 

“I don’t view it as negative,” he said. It’s part of “building this broader industry of hundreds of billions 

of dollars that are going to go across the country.” He noted that he has no specific knowledge of Solé 

Mia. 

Willie Logan sees things differently. A former Florida state representative who founded a nonprofit 

that builds affordable housing in northwest Miami-Dade County, he also lobbied state officials to 

designate what he considered more worthy tracts. While he said some were picked, he felt the process 

still favored developers over the needs of the poor. 

“It upsets me so much to talk about it,” Logan said. “All these tax programs that supposedly try to help 

low-income areas are usually used to spur gentrification and further inequality.” 

—With assistance from Jonathan Levin and Lauren Leatherby 

 

Opportunity Zones Knocking, But Few 

Answering the Call So Far 

By  

Lynnley Browning 

Bloomberg  

April 10, 2019, 4:00 AM EDT  

• Lack of Treasury rules, vetting of funds are slowing buy-ins  

• GOP law offers tax-free gains and seven-year break on projects  

Investors eyeing President Donald Trump’s Opportunity Zones face a ticking clock if they want to 

fully capture one of the biggest tax breaks in decades. 

But few so far seem ready to make the leap. 

Tucked into the 2017 tax overhaul, Opportunity Zones let investors reduce and postpone taxes on 

profits from stocks, businesses and investment partnerships provided the money is reinvested in one of 

https://www.olcdc.org/
https://www.bloomberg.com/authors/ASoVWbpOtCY/lynnley-browning
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more than 8,700 low-income communities across America. Investors can also avoid tax on future 

profits from those investments, on which they must make “substantial improvements.” 

To reap the entire tax bounty, investors have to buy into eligible projects by the end of this year. For 

investors wanting to fully use the benefit to shelter last year’s profits from hedge funds and other 

partnerships, the deadline is even sooner -- June 29. 

The breaks are meant to steer money to parts of the country that have long been starved for capital, 

creating jobs and economic growth. Critics have said that some zones -- like downtown Portland, 

Oregon and the section of Long Island City, Queens, that was to be home to Amazon.com Inc.’s 

second headquarters -- would have no trouble attracting investors. 

The tax opportunity has created a frenzy among private client groups at banks and law, accounting and 

real estate firms, which in recent months have pumped out scores of white papers and client alerts 

extolling their tax benefit. An Internal Revenue Service hearing on the benefit in February had lines 

out the door, something tax experts say is unheard of, and JPMorgan Chase and Co. said that 2,000 

clients had tuned in to a recent webinar it held. 

“There is a huge amount of interest,” said Kathy Rosa, the global head of alternative investments for 

J.P. Morgan Private Bank. 

But despite a feverish push from developers, accountants and law firms, investors are hesitating before 

jumping into Opportunity Zone funds, according to wealth advisers. 

Some are awaiting more guidance from the Treasury Department, which is expected to release rules 

this month, while others are heeding caution that some funds are riskier bets or aren’t yet up and 

running. 

Devin Redmond, a 41-year-old property investor, said he had decided not to put $400,000 in capital 

gains from selling his San Francisco condo this year into an Opportunity Zone fund. “You have to have 

a really compelling investment,” he said, citing uncertainty over what a fund would actually invest in 

and the long, 10-year lock up period for tax-free returns. 

 “The clock is ticking on this opportunity,” said Jeffrey MacDonald, the head of fixed income 

strategies at Fiduciary Trust Company International, a wealth planning firm that manages $77 billion 

in client assets. 

But MacDonald also acknowledged that there wasn’t “much time” for “extra due diligence” on the 

Opportunity Zone funds, and he hasn’t put any clients into the funds yet. 

Nina Streeter, a director of asset management at Abbot Downing, said that “it’s quite clear to me that 

the amount of capital closed so far is small." 

“To date, most of the opportunities would not be appropriate investment strategies for our clients,” said 

Justina Lai, the director of impact investing and a shareholder of Wetherby Asset Management, which 

manages around $4.5 billion. 

Treasury Secretary Steven Mnuchin predicted the tax incentive for Opportunity Zones could take in 

$100 billion of investments a year. CoStar Realty Information Inc., a real estate data firm, says it’s 

https://www.bloomberg.com/quote/AMZN:US
https://www.bloomberg.com/quote/JPM:US
http://www.fiduciarytrust.com/
https://www.bloomberg.com/quote/1298277D:US
https://www.bloomberg.com/quote/3863884Z:US
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tracking more than 258 funds. But OpportunityDB, a database for Opportunity Zones, saw only 88 

funds seeking to raise a total $26.4 billion as of April 1. 

The single largest is commercial real estate firm CIM Group’s $5 billion fund, followed by hedge fund 

firm Skybridge Capital with $3 billion and property developer Decennial Group with $1 billion. 

Separately, Wall Street banks are hoping to put their wealthy private clients into funds. 

It’s unknown how many property funds have so-called shovel-ready projects – key if they’re to meet 

criteria governing how soon they must be up and running after taking in investors’ money. And most 

funds are focused on investing in a single piece of property, according to a note by JPMorgan Chase 

last December -– riskier than diversifying across different properties and regions. 

“There’s almost this irrational exuberance on the tax side,” said Lisa Featherngill, the head of legacy 

and wealth planning at Abbot Downing, part of Wells Fargo Inc. “Not many people are aware of the 

need to actually look at the investment.” 

One of the biggest risks is if the fund becomes disqualified so that the investor no longer is entitled to 

the tax break. For example, some funds are focused on newly constructed buildings that haven’t been 

issued certificates of occupancy –- a requirement of the provision. 

“The last thing you want early is a blow-up in the fund’s life that would trip it out of compliance and 

cause capital gains to be recognized much sooner,” Streeter said. 

Steve Glickman, who helped draft the provision for tax-writers through the Economic Innovation 

Group, a bipartisan research and policy organization, and now runs Develop LLC, an advisory firm 

devoted to the program, called it “the largest capital gains incentive in a generation.” 

Yet timing is crucial, hence advisers’ anxiety. Investors get a reduction in postponed taxes – 10 percent 

if they hold on to their new investments for five years, and an additional 5 percent for another two 

years. But to capture that extra 5 percent before the postponed tax bill comes due at the end of 2026, 

investors have to get in by Dec. 31. 

Investors have to put their profits from other investments into qualified funds within 180 days of 

realizing them. That means a stock investor who wants the full tax benefit can roll in her gains if 

they’re realized by Dec. 31. 

But for investors in hedge funds and other partnerships seeking to shelter previous gains, the deadline 

is June 29 because the taxable year for those investments typically ends on Dec. 31. 

Another risk, say wealth advisers, is that people might invest too much in the fund and not set aside 

enough cash to pay their postponed taxes in a lump sum. Advisers say they’re also working to get 

some clients, with concerns like those of Redmond, comfortable with their investment being locked up 

for 10 years before it’s tax-free. 

Other unanswered questions in the provision include how the provision works for companies whose 

economic activity – online sales, for example – fall outside their physical location in a qualified zone. 

Rosa said it’s also not clear how investors could refinance their projects while remaining in 

compliance with the provision. 

https://www.bloomberg.com/quote/2962727Z:US
https://www.bloomberg.com/quote/EAD:US
https://eig.org/
https://eig.org/
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The Treasury Department is expected to issue a second round of regulations governing the provision 

sometime this month, fleshing out a first round last October. Treasury spokeswoman Tricia 

McLaughlin declined to comment. 

MacDonald said he was worried that new rules issued this far into the process would be “like changing 

the tire on a moving bus.” Still, he added, there was “fear-of-missing-out-pressure” because, he insists, 

the program is “the opportunity of a lifetime.” [end] 

Welcome to Tax Breaklandia 

 
Bloomberg Business Week 
By Noah Buhayar and Lauren Leatherby  

     

On a wet December evening, Mark Goodman steers a black Mercedes SUV into an open-air parking 

lot, one of dozens of development sites his family owns across downtown Portland, Ore. This one, he 

says, will be a $206 million tower with ground-floor retail, six floors of offices, and more than 200 

luxury apartments. Amenities will include a yoga studio and roof deck. But the centerpiece will be a 

swimming pool that cantilevers out of the eighth floor. “The one thing I can say absolutely with 

certainty—it’ll be the finest for-rent product in the city,” Goodman says. It’s also eligible for a U.S. tax 

break meant to help the poor. 

 

https://twitter.com/NBuhayar
https://twitter.com/laurenleatherby
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.bloomberg.com%2Fgraphics%2F2019-portland-opportunity-zones%2F
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.bloomberg.com%2Fgraphics%2F2019-portland-opportunity-zones%2F
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Portland is about to see a flurry of construction because of a provision in the 2017 tax overhaul that led 

to the creation of more than 8,700 “opportunity zones” across the country—areas that, in theory, have 

been ignored by investors and need generous tax breaks to catch up. But Oregon did an audacious 

thing: It selected the entire downtown of its largest city to be eligible for the law’s suite of benefits, as 

well as neighborhoods such as the Pearl District, where new high-rises loom over old industrial spaces 

converted into “creative” offices and boutique furniture stores sit near juice bars serving açai bowls. 

The Central Eastside, an area that Portland’s alt weekly crowned the city’s “best food neighborhood,” 

is also included. 

 

That’s turning this city of about 650,000 into a microcosm of what critics see as one of the biggest 

problems with opportunity zones: Among a nationwide patchwork of struggling areas, there are a small 

number of thriving communities that may draw an outsize share of investors’ cash. In some cases, the 

law may boost returns on investments that would’ve happened anyway. Some projects “could get more 

money than entire states,” says Brett Theodos, a senior researcher at the Urban Institute who has 

studied the policy. 

Goodman and his brother Greg are canny investors. But this time they just got lucky. Their grandfather 

started a parking lot business in Portland in the 1950s that they and their dad expanded over the years 

to include roughly 200 sites around the area. Portland’s famed street-food scene owes much to their 

decision some years back to turn over a few lots to the carts. In 2013 the family sold the business but 
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kept the land. Their Downtown Development Group now has more than two dozen properties in the 

city that they hope to build on themselves or with partners. 

At first the Goodmans didn’t know about the incentives, which allow investors to defer and reduce 

taxes on capital gains they’ve already earned if they reinvest the money in the zones. (New 

investments in these low-income areas are exempt from capital-gains taxes if held for more than a 

decade.) Once the maps were set, though, the brothers realized their windfall: All but one of their 

development sites were in areas eligible for the breaks. They’d been thinking about bringing in a 

financial partner on the luxury tower and decided to market it to investment funds hoping to claim the 

benefits. “We’re getting fantastic interest,” says Goodman. 

To qualify for inclusion, almost all opportunity zones had to have poverty rates above 20 percent or 

family incomes that are no more than 80 percent of the area median. A handful—such as swaths of 

Oakland, Calif., and New York City—are generating buzz because they’re already in the path of 

development. Yet even among these sought-after areas, Portland stands out. More than 40 percent of 

commercial real estate investment there during the past three years fell within areas now zoned for the 

tax breaks, a far higher percentage than in any other major U.S. city, according to a recent analysis by 

Real Capital Analytics Inc. 

 

 

Portland’s zones are so atypical that Barry Sternlicht, the real estate investor and founder of the 

Starwood hotel chain, used the city as a punchline when he criticized Congress for passing the tax 
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breaks. “That’s not a blighted district,” he scoffed on a recent conference call. “Only in Washington 

would they say this helps the poor.” 

 

Portland is in many ways a study in contrasts. The city long ago became a magnet for new-economy 

workers drawn to its indie music and food scenes, as well as a cheaper cost of living than in New York 

and San Francisco. As the former lumber town grew, real estate developers rushed to sand over its 

grittier edges for these new arrivals, who’ve pushed up rents by 43 percent since 2010. Nevertheless, 

the poverty rate remains stubbornly high—a product of the fact that downtown, with its Nordstrom and 

Apple Store, also includes low-income housing. In neighborhoods such as Old Town Chinatown, it’s 

not uncommon to see homeless sleeping in tents near a new food hall. 

 

 
 

That such areas were picked for the incentives has something to do with the rushed and imperfect 

process for designating zones. After the tax law passed in the final days of 2017, governors were given 

90 days to select the areas they wanted to nominate from a list of low-income census tracts in their 

states. Officials in Oregon pulled employment data for each eligible zone to figure out where growth 

was strongest, on the theory that the best predictor of future investment was past economic activity. 

They also sought input from local leaders, American Indian tribes, housing advocates, businesses, 

philanthropies, and community organizations. 

“We were looking for zones that had some kind of a mix between a real ability to attract investment as 

well as a real need,” Jason Lewis-Berry, an economic adviser to Oregon Governor Kate Brown, told 

state legislators in May. Surprisingly, some of the people most likely to benefit from the incentives 

barely took notice of the process. Early on, officials invited real estate developers to one of their 
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meetings, says Nick Batz, government affairs and policy manager for Business Oregon, the state’s 

economic development agency. “I don’t think many came,” he says. “If I recall, it was one or two.” 

The level of interest shot up when the selections were made. Like the Goodmans, Todd Gooding, the 

president of Portland developer ScanlanKemperBard, recognized the potential. “I said, ‘Holy crap, 

we’ve got to put some time and energy into this,’ ” he says. About a dozen blocks on either side of the 

Willamette River, which bisects the city, would be eligible for the breaks. “That’s probably the best set 

of options on the entire West Coast,” he says. “Now everybody’s running around like a chicken with 

their head cut off trying to tie up real estate.” 

The central Portland tracts had among the state's highest investment flows, according to the 

Urban Institute 
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Graham Taylor, a commercial broker at CBRE Group Inc., says about 50 investors signed 

confidentiality agreements to look at a property with development potential during the first week he 

had it listed in December. “Our interest is double what I would have expected a year ago,” he says. The 

kinds of investors are also different. In the past, private real estate companies would have been the 

main bidders. Now, he says, big institutions such as banks and insurance companies have raised money 

to spend in opportunity zones. “It’s really creating a lot of buzz in this market.” 

 

Whether this flurry of activity ultimately benefits low-income residents is uncertain. “Take out your 

crystal ball,” says Justin Douglas, a policy, research, and compliance manager at Prosper Portland, the 

city’s economic and urban development agency. “It could have extremely positive results. It could 

have really negative ones.” Efforts are underway to ensure some of the gains go to the needy. Tad 

Savinar, a former member of Portland’s design commission, says he’s encouraged city officials to 

expedite permits for “community-oriented” projects, such as low-income housing and job-training 

centers. 
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Portland, like several other U.S. cities, has tried to address climbing rents by forcing developers of 

larger apartment buildings to include affordable units. But the policy, which went into effect in 

February 2017, is largely seen to have backfired. A surge of projects was proposed before then to 

avoid the requirement, and now the pipeline of new developments has slowed to a trickle because 

there’s a glut of supply and builders say the requirements don’t make sense economically. 

 

Some local developers say opportunity-zone tax breaks could make the math work again. “We’re 

going to have some affordable housing” because of this, says Vanessa Sturgeon, whose Sturgeon 

Development Partners is raising money to construct a new tower in one of Portland’s zones. “There is 

really no fail-safe way to implement a policy like this. But I do see it doing a lot more good than 

harm.” 

 

The Goodmans’ luxury development won’t be required to have any affordable units, because it was 

proposed before the city requirement went into effect. But other apartment buildings the family is 

constructing nearby will. Mark Goodman says he understands the criticism of some of Portland’s 

opportunity zones, especially the one that includes the Pearl, “our toniest district of all.” But there are 

other areas in the city that were languishing and could use a boost, he says. 

 

On the bright side, the incentives have spurred interest among investors who want to own properties 

for the long haul, because the biggest potential tax benefits come for investments held for more than a 

decade. For a family that sees its legacy in finding a higher and better use for parking lots, that sort of 

patience is important. “We want a multigenerational community feel here, something our kids can be 

proud of,” Goodman says. “The opportunity zones codified what we wanted to do all along.” 

 

At the end of the day, the blame for projects that don’t fit the spirit of the law rests with Congress for 

enacting such a flexible set of incentives, says the Urban Institute’s Theodos. “Don’t hate the player, 

hate the game.” —Noah Buhayar 

 

Editors: David Scheer and Mira Rojanasakul 
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