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Cutting 

Edge’s 
Mission

At Cutting Edge we are working to build an economy that 
works for everyone by providing opportunities for everyone 
to participate and thrive. 

To do this, we help organization reach their potential by 
fulfilling their legal and capital raising needs  -- from inception 
through growth to maturity.



Origins of OZ Funds

• Idea was to drive investment 
into designated low-income 
“opportunity zones” through 
tax incentives.

• Rolled over capital gains can 
be tax deferred until 
12/31/2026

• Rolled over capital gains get 
10% of the capital gains tax 
forgiven after 5 years; 
increased to 15% if invested 
for 7 years

• Capital gains from the OF will 
be tax-free if held at least 10 
years



Problems with typical 
OZ Fund scenarios

• Gentrification of 
neighborhoods to the 
detriment of current 
residents and 
businesses

• Primary benefits go to 
wealthy investors, not 
communities

• Community members 
have no voice and no 
ability to invest



What is community capital?

Community capital is investment capital 
raised publicly from a broad cross-
section of a venture’s own community, 
including all economic classes.

Why is it important?

⮚Engagement of the community in the 
venture’s mission and goals. 

⮚Returns stay in the community, 
circulating and helping to build 
wealth broadly.

⮚Democratization of the process: 
community members can participate 
on a level playing field.



Community Centered 
Options

▹ Open the process of advising on 
projects and goals to community 
from the start

▹ Include community members in 
the governance of the fund or 
other investment vehicle

▹ Focus on bringing on local 
investors so that returns stay in 
the community

▹ Have an open and transparent 
reporting process

▹ Include community members in 
the capital raise so some returns 
go directly back to community



How to set up an Opportunity Zone Fund that allows for 
Community Participation

Three Regulatory Hurdles:

Compliance with Tax Regulations
Opportunity Zone Guidelines for what investment 
dollars can be used for

Regulation of the fund structure
Find an exemption to Investment Company  Act of 
1940

Regulations on raising capital from community fund
Comply with federal and state securities laws 



Common public strategies for raising capital:
Community members may participate at this stage

▹Regulation CF: Raise up to $1 million nationwide on a 
portal

▹Intrastate Direct Public Offering: Register in home state 
only, no raise limit unless also using a state crowdfund 
exemption

▹Multi-State DPO: Register in multiple states, $5 million 
raise limit



Community 
Real Estate Fund

Features

▹Primarily in the business of 
acquiring real estate or interests in 
real estate (leases)

▹Can be an LLC, partnership, or REIT

▹Can partner with a community land 
trust to lower net cost of 
acquisitions and preserve land for 
certain uses

Example Uses

▹Urban revitalization 

▹Workforce/affordable housing
▹Agricultural land preservation 
▹Historic preservation



Hybrid Real Estate and Business 
Fund

Features
▹ Combines features of real estate fund 

and holding company

▹No more than 40% of assets consists of 
investment securities

▹Majority of holdings consist of real 
estate and majority or controlling 
interests in portfolio companies

Uses
▹Diversified community-based fund



Holding Company

Features
▹ Primarily invests in controlled or 

majority-owned subsidiaries

▹ Fund is deemed to be in the business 
of its subsidiaries

▹ Securities business, including 
investing in minority or non-
controlling interests, cannot be its 
primary business

Example
▹ A fund that acquires businesses from 

retiring owners to preserve local 
businesses



Let’s continue the conversation! 

Email us at info@cuttingedgecapital.com

Kim Arnone: kim@cuttingedgecapital.com

Learn More
cuttingedgecapital.com

Follow Us
@CuttingEdgeCap

facebook.com/CuttingEdgeCapital

mailto:kim@cuttingedgecapital.com


APPENDIX: 
More About Opportunity Zone Funds



What is an Opportunity Fund?

• An entity formed as a fund (not an 
operating company).

• 90% of OF’s assets must be 
qualifying property in OZs acquired 
in 2018 or later.

• Cash can be held 180 days.

• Assets can be tangible property 
(like real estate) or equity in OZ 
businesses

• Could be structured as a private 
fund, real estate fund, or holding 
company.



Tangible Property

• Property must be located in 
OZ (if property is movable, 
70% of use must be in OZ).

• Property must be acquired by 
the OF from unrelated person 
in 2018 or after.

• Property can be leased.

• Must be first used by OF or 
substantially improved within 
30 months (improvements 
exceed basis, excluding basis 
of underlying land).



OZ Businesses

• 70% of tangible assets of an OZ business must be in an OZ.

• 50% of its gross income must be from operations in an OZ.

• Substantial portion of intangible assets are used in OZ.

• Securities comprise less than 5% of assets by tax basis.

• Can have reasonable amount of working capital (cash equivalents).

• Can’t be a “sin” business (golf course, liquor store, massage, etc.).


