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The One Big Beautiful Bill Act (OBBBA, P.L. 119-21) was signed by President Trump on July 4, 2025. Here is what

that means for Opportunity Zones and investors looking for tax-advantaged investment opportunities.

OZ Becomes a Permanent Fixture

The OBBBA makes the Opportunity Zone program — “OZ 2.0” — a permanent component of the tax code

beginning in 2027. OZ 1.0 still sunsets at the end of 2026, closing the window on the original program’s fixed-

deadline structure for good.

New 10-Year Zone Cycles Begin in 2027

All currently designated zones will remain active until December 31, 2028. Additionally, starting January 1, 2027,

governors can redesignate new zones every ten years, with the next cycle running from 2027 to 2037.

What’s New for Investors

Investors with capital gains from 2026 and thereafter may invest into a “2.0” Qualified Opportunity Zone Fund

(QOF). The program preserves the most powerful benefits from OZ 1.0 and adds meaningful new advantages:

Rolling 5-year deferral — gains invested on or after January 1, 2027 now defer tax for a full 5 years from the

date of investment, regardless of when in the year the investment is made. This replaces the old fixed

12/31/2026 deadline and restores the runway that early 2018 investors received.

10% basis step-up on the deferred gain after 5 years, reducing the taxable amount at recognition. For

investments in Rural OZ Funds, this step-up increases to 30%.

Reduced substantial improvement threshold for Rural OZ properties — 50% of the property’s adjusted basis,

down from 100% for Urban OZ Funds.
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What Carries Forward from OZ 1.0

Why this matters for investors. The OBBBA transforms Opportunity Zones from a temporary tax incentive into

a permanent, rolling tax-smart solution — giving investors more time, more certainty, and better economics to

defer and potentially eliminate their capital gains tax liabilities. 

OZ 1.0 vs. 2.0: What Changed for Investors

OZ 1.0 OZ 2.0

Capital Gains Tax Deferral Through 12/31/2026 Rolling 5-year deferral

Basis Step-Up 10% at 5 years

15% at 7 years

10% at 5 years

(15% at 7 years eliminated)

Capital Gains Tax Exclusion from OZ Investment After 10+ years After 10+ years

Depreciation Without Recapture After 10+ years After 10+ years

Rural OZ Fund Benefits N/A 30% Basis Step-Up at 5 years

50% Substantial Improvement Req.

Tax-free appreciation — all gains above the original investment are completely excluded from federal income

tax if the QOF interest is held for 10+ years. This remains the most powerful structural advantage of OZ

investing.

No depreciation recapture at exit — OZ investors who hold for 10+ years pay zero depreciation recapture on

exit, which in conventional real estate can represent a meaningful additional tax at 25%.

Use of depreciation deductions during the holding period to offset income, further enhancing after-tax returns

throughout the hold.
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Want to Learn More?

To learn more about the OZ Program or our current offering — or to have us model how OZ 2.0 applies to a specific

client scenario — contact us today.

Blake Backer Vice President, Investor Relations | Western Region

blake@pinnacleoz.com  ·  425.736.7084

John “JB” Menefee, CFA Director of Investor Relations | Eastern Region

john@pinnacleoz.com  ·  541.610.5671

Disclaimer: This document is for educational purposes only. Pinnacle Partners does not offer legal, investment, tax, or other professional

advice, and nothing in this document is intended to be construed as offering any such advice, nor does it constitute an offering of limited

partnership interests in any of our Funds. Consult qualified tax advisors before taking action. 
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Disclosures

This confidential presentation (this “Presentation”) is furnished on a confidential basis to a limited number of sophisticated parties and accredited investors

for informational purposes only and is not, and may not be relied on in any manner as legal, tax, investment, accounting or other advice or as an offer to sell

or a solicitation of an offer to buy interests in private investment vehicles (each, a “Fund”) managed, advised and/or sponsored by Pinnacle Partner

Management LLC (together with its affiliates, “Pinnacle”), or any other securities of any affiliated entities thereof. Offers and sales of interests in a Fund will

be made only pursuant to a confidential private placement memorandum, complete documentation relating to a fund, and in accordance with the applicable

securities laws. Pinnacle reserves the right to change any terms of the offering at any time. This material does not constitute investment advice with respect

to an investment in any particular security. Pinnacle is currently registered as an investment advisor with the U.S. Securities and Exchange Commission

(“SEC”), under the Investment Advisers Act of 1940, as amended.

Investment in a Fund is a speculative investment, entails significant risk and should not be considered a complete investment program. When applicable,

please refer to the confidential private offering memorandum of the relevant Fund for more detailed information and a description of the underlying risks.

Potential investors are strongly urged to review carefully the offering document, subscription agreement and other documents pertaining to a Fund.

Recipients of this Presentation should make their own investigations and evaluations of the information contained in this Presentation with respect to

Pinnacle and should note that such information may change materially. Prospective investors should consult their own legal, accounting and tax advisors as

to legal, business, tax and related matters concerning any offering in order to make an independent determination of the suitability and consequences of a

potential investment with Pinnacle.

Past performance of entities managed by Pinnacle or any of its affiliates are not necessarily indicative of future results. Investors may lose investment

capital. There can be no assurance that Pinnacle will achieve comparable results or that the returns generated by Pinnacle will equal or exceed those of

other investment activities of the principals of Pinnacle or that Pinnacle will be able to implement its investment strategy or achieve its investment objectives.

Any performance figures herein are estimated, unaudited and subject to change and represent the returns experienced by a day-one investor.

This material does not constitute investment advice with respect to an investment in any particular security or offering.

The information contained in this Presentation must be kept strictly confidential and may not be reproduced (in whole or in part) or redistributed in any format

without the express written approval of Pinnacle. By accepting this document, the recipient agrees that it will, and will cause its representatives and advisors

to, use the information contained herein, as well as any information derived by the recipient from the information contained herein, only in connection with

educational purposes and/or potential future investment in a Fund and for no other purpose and will not, and will cause its representatives and advisors not

to, divulge any such information to any other party. Neither Pinnacle nor any of its affiliates makes any representation or warranty, express or implied, as to

the accuracy or completeness of the information contained herein and nothing contained herein should be relied upon as a promise or representation as to

past or future performance. There can be no assurance that Pinnacle will achieve its investment objective. Pinnacle’s investment process is dynamic and

changes over time as steps are added, removed, or modified.

Statements contained in this Presentation (including those relating to current and future market conditions and trends in respect thereof) that are not

historical facts are based on current expectations, estimates, projections, opinions and/or beliefs of Pinnacle. Such statements involve known and unknown

risks, uncertainties and other factors, and undue reliance should not be placed thereon. In addition, no representation or warranty is made with respect to

the reasonableness of any estimates, forecasts, illustrations, prospects or returns, which should be regarded as illustrative only, or that any profits will be

realized. Certain information contained herein constitutes “forward-looking statements,” which can be identified by the use of terms such as “may”, “will”,

“should”, “expect”, “project”, “estimate”, “intend”, “continue”, “target” or “believe” (or the negatives thereof) or other variations thereon or comparable

terminology. Due to various risks and uncertainties, actual events or results or actual performance may differ materially from those reflected or contemplated

in such forward-looking statements. As a result, investors should not rely on such forward-looking statements in making their investment decisions. No

representation or warranty is made as to future performance or such forward-looking statements. None of the information contained herein has been filed

with the U.S. Securities and Exchange Commission under any securities laws of any U.S. or non-U.S. jurisdiction or any other U.S. or non-U.S.

governmental or self-regulatory authority. No such governmental or self-regulatory authority will pass on the merits of the offering of interests in the Fund or

the adequacy of the information contained herein. Any representation to the contrary is unlawful.
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