
 

 

                     

       

 

Opportunity Zones – Are these for Real? 

 

Opportunity Zones were created in the Tax Cut and Jobs Act of 2017 and are intended to expand investment in 

lower income areas.  The attraction of Qualified Opportunity Zones is that a taxpayer can defer long term 

capital gains until the end of 2026 if the replacement property is held that long. 

Investment in a Qualified Opportunity Zone is done through a Qualified Opportunity Fund (QOF).  The QOF is 

formed as either a partnership or corporation and the taxpayer defers his gain into the QOF.  An individual 

cannot start their own QOF.  The QOF must hold 90% of their assets in a Qualified Opportunity Zone and 

purchase the eligible property after December 31, 2017. 

The eligible gain deferral must be long term and be the result of a sale to an unrelated person.  Eligible sales 

must occur between January 1, 2018 and December 31, 2026.  A partnership may elect to defer all or part of a 

gain into a QOF.  If the partnership does not elect to defer the gain; the partners may elect to defer their 

portion of the gain into a QOF. 

With Opportunity Zones just being created there are still issues to be worked out, including what happens 

after 2026.  There are still many benefits of deferring long term capital gains with an investment in a QOF.  The 

most appealing benefit of Qualified Opportunity Zones is the increase in the property basis after 10 years.  

However, unlike a 1031 exchange, a portion of the deferred gain in a Qualified Opportunity Zone will be 

taxable in 2026 and depending on tax rates this could create large tax burdens on the investor. 
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