
Opportunity Zone Designation
Toolkit for Local Leaders
A Practical Guide to Prioritizing and Maximizing the Impact of OZ 2.0

Designations in Your Community



Mayors and local leaders nationwide are navigating an increasingly complex and interrelated

set of economic challenges. Supply constraints have pushed access to quality housing out of

reach for too many families. Workers can no longer afford to live near where they work;

commute burdens and climate impacts have grown. Development too often displaces low-

income residents from their communities. Historically disinvested neighborhoods with high

poverty rates and declining business activity struggle to attract private investment that

generates quality jobs, supports small businesses, and builds wealth for residents. 

INTRODUCTION AND SUMMARY

Opportunity Zone Toolkit 2

Engage early with state officials to

understand their designation

process and timeline, and

Assess your Local Market Conditions

and Project Pipeline, using the

guidance provided in the OZ

Prioritization Framework.

Understand which of your census

tracts are eligible for designation

under the new rules,

We recommend focusing on

three essential priorities:

Local leaders are combating the dual

crises of housing affordability and

chronically underinvested communities; at

the same time, they are being called upon

to position their regions for investment and

jobs in high-growth sectors and to manage

labor market disruptions caused by AI.

Municipalities face tightening fiscal

conditions, with the need to grow or

sustain their tax base in the face of

uncertain federal funding and state-level

restrictions on certain revenue streams.

With a new round of census tract

designations about to get underway, the

federal Opportunity Zone (OZ) incentive

will impact where and how private

investment flows across the U.S. over the

next decade. While the OZ incentive does

not require specific community

development outcomes, local leaders have

an important role to play in shaping

investment opportunities to meet local

priorities. As one lever among many, OZs

can have the greatest impact when

designated in areas where market

conditions, community needs, and local

implementation capacity intersect. 

We recognize that most local leaders will be

executing this work alongside full portfolios of

other responsibilities, often with compressed

timelines and limited dedicated analytical

capacity. This framework is designed to be

useful even under those conditions. 



The new round of OZs, authorized by the One Big Beautiful Bill Act (OBBBA) of 2025, made a

number of changes to the OZ incentive. With tighter tract eligibility prioritizing areas with

higher levels of distress, some previously eligible tracts are no longer able to be designated;

the number of OZs will shrink from the current total of 8,700 to approximately 6,300 tracts.

An enhanced rural investment incentive in the new round of OZs, combined with growing

recognition that housing, economic growth, and workforce challenges do not stop at

jurisdictional boundaries, creates a strong case for regional coordination on tract

nominations.

This toolkit is intended to be a guide for local leaders to identify and communicate to state

officials for the designation of tracts that are most likely to attract capital that aligns with

community priorities and lay the groundwork for implementing local policies and programs to

drive impactful OZ investments. Our OZ Prioritization Framework provides a guide for local

leaders to assess and identify their communities’ high-priority tracts. Throughout 2026, AFA

will be releasing policy briefs and case studies that detail promising models to align local

policies, incentives, and market engagement strategies.

3Opportunity Zone Toolkit

Each blue marker
represents an OZ 1.0

project, and OZ-
eligible tracts from

1.0 are in green.

Credit: Economic
Innovation Group
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Opportunity Zones were created by the Tax Cuts and Jobs Act of 2017 to spur investment in

economically distressed communities. The OZ designation creates a favorable federal tax

environment for private investors to deploy available capital gains in designated census

tracts, but it does not direct or guarantee specific outcomes for community development.

What is an Opportunity Zone?

OPPORTUNITY ZONES 101

The incentive was originally set to expire for

new investments on December 31, 2026. On

July 4, 2025, the OBBBA permanently

extended the incentive, amended census tract

eligibility requirements, simplified some of the

tax benefits, created new reporting

requirements, established a decennial

redesignation process for eligible census

tracts, and enhanced benefits for rural areas.

These changes are collectively referred to as

”OZ 2.0.”

Qualified Opportunity Funds (QOFs) must hold

at least 90% of their assets in property located

within a designated OZ. Under OZ 2.0,

investors who place capital gains into a QOF

receive three potential tax benefits: 1) deferral

of taxes on the original gain for five years, 2) a

10% step-up in basis to reduce taxes on that

gain if the investment is held for at least five

years, and 3) no capital gains tax on

appreciation of the OZ investment itself, if held

for at least 10 years. The latter is the most

significant financial benefit so profit-motivated

investors will seek projects with the best

anticipated appreciation of real estate values.

Lasting Impact: The incentive has been

made permanent, with new OZs

designated every 10 years based on

Census data.

Eligibility Requirements: Eligible tracts

must have a median family income (MFI) of

less than 70% of the MFI for the

surrounding metro area; or a poverty rate

of greater than 20% AND a MFI of less

than 125% of the surrounding area.

Bonus Benefit for Rural Areas: Investors

in rural OZs are eligible for a 30% step-up

in basis at the five-year mark, compared to

10% for non-rural OZ investments.

Fewer Tracts: Eliminated the provision

that allowed for tracts that are

immediately adjacent to qualifying tracts

to be designated.

Top Changes for OZ 2.0
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The OBBBA introduced three significant changes to the OZ incentive that local leaders

should understand as they approach the 2026 designation process.

Permanence: The incentive was made permanent, and benefits will no longer be expiring

at the end of 2026. Going forward, new OZs will be designated every 10 years, based on

updated census data, starting with a new map taking effect on January 1, 2027. This

allows for greater certainty, a longer time horizon, and more continuity for investors and

communities.

Tightened Tract Eligibility: Tracts eligible for designation must have a median family

income (MFI) of less than 70% of the MFI for the surrounding metro area; or a poverty rate

of greater than 20% AND a MFI of less than 125% of the surrounding area. Furthermore,

the OBBBA eliminated the provision that allowed for tracts to be designated if they were

immediately adjacent to qualifying tracts.

Enhanced Rural Focus: The majority of investment in OZ 1.0 flowed into urban areas;

Congress included enhanced tax incentives for investing in rural areas in OZ 2.0 to

rebalance the landscape. Investors in rural OZs are eligible for a 30% step-up in basis at

the five-year mark, compared to 10% for non-rural OZ investments. The enhanced rural

incentive, combined with the regional nature of housing, workforce, and economic

growth challenges and opportunities, should encourage strategic alignment of tract

nominations across urban, suburban, and rural geographies.

July 1, 2026

Governors’ 90-day

nomination window opens.

Nominations due to the

Treasury, with an option to

request a 30-day extension.

December 26, 2026

Treasury will certify and

publish the final list of OZ

2.0 designated tracts.

January 1, 2027

OZ 2.0 map and new tax

rules take effect.

Local leaders should

complete tract prioritization

and engage state officials.

September 28, 2026

Now thru
September 2026
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Key Changes Between OZ 1.0 and OZ 2.0
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The original enabling legislation for OZs in 2017 did not include project-level

reporting requirements, greatly limiting the availability of data on specific

investments and related outcomes. This constrains the ability of researchers

to fully understand the scope and impacts of OZ investments across

geographies, sectors, and project types. Despite these challenges,

researchers from Urban Institute, Brookings, Economic Innovation Group,

Novogradac, Arnold Ventures and other think tanks and consultancies have

sought to find proxies, measures, and case studies to understand the impact

to date of the OZ incentive. 

Our partners at Rvesta Consulting have reviewed and summarized the

literature, representing a broad range of analyses and perspectives, in a

research landscape overview, which helped to inform the recommendations

put forward in this toolkit. Key findings from that analysis include: 

RESEARCH LANDSCAPE OVERVIEW

OZs have attracted over $100 billion of direct investment,

making OZs one of the largest ongoing place-based

investment incentives in U.S. history measured by private

capital mobilized.

The market-based nature of the incentive meant that OZ

investments, like other investment capital, often took the path

of least resistance towards those deals with the highest

potential return relative to the risk. Projects located in OZ

census tracts that were designed to meet community needs

for affordable or workforce housing, job creation, or clean

energy often required the intentionality of investors seeking

social impact alongside a financial return and/or aligned local

policies and additional incentives to make the deals pencil. 

The selection of tracts in OZ 1.0 differed significantly across

states and responded to myriad factors, including geographic

and jurisdictional distribution, greatest need or level of

distress, and political considerations. Regardless of approach

to the selection process across states, investment outcomes

were closely linked to the market viability of the zones

selected.
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OZ investment was highly concentrated geographically:

The vast majority of investments flowed to a small percentage of zones.

Roughly 75% of OZ investment flowed to zones with the top 20 percent

of commercial investment activity.

Fast growth states and metro areas attracted the greatest amount of OZ

investment. Within cities, the areas that already attracted some level of

private investment were more likely to attract OZ capital.

Recent analysis indicates that 72.4% of zones within the 50 states and

D.C. had received investment by the end of 2022. More than a quarter of

zones received no investment at all.

Over 90% of investment went to urban rather than rural areas, despite

45% of all OZ eligible tracts being located in rural areas.

OZ investment was highly concentrated sectorially:

Investment concentrated in real estate, particularly multifamily

residential, with estimates that up to 75% of money invested in the first

round of OZs went to real estate.

Operating businesses received under 3% of OZ equity investment.

Challenges included ensuring compliance with meeting the federal

criteria that define OZ operating businesses and the potential for higher

complexity and/or risk of business investments relative to real estate

projects. 

Capital City Market is an
OZ project in Lansing, MI

that includes an urban
grocery market, market-

rate residential units,
and a hotel.

Credit: State of Michigan
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Evidence on the ability of OZs to drive more specific community impacts is

mixed:

While net new job creation in OZ 1.0 is not yet fully understood, early

evidence suggests measurable employment growth in designated areas

is as likely to have been filled by commuters or new residents as by

existing community members.

In February 2026, EIG released an analysis that the OZ incentive

increased new housing construction by 70% in designated areas,

generating more than 416,000 new residential addresses. 

For places with weaker market and economic fundamentals, being highly

organized and active in cultivating investment paid off. Places like

Alabama and Ohio at the state level and Erie, PA at the city level realized

dividends from being highly intentional, particularly in engaging local

anchor investors. 

The research landscape overview includes example project that

effectively leveraged OZ equity capital to achieve community priorities

such as developing workforce, veterans, and senior housing units;

retaining and creating jobs for local residents; or supporting revitalization

and local business growth.

States that layered complementary incentives with reporting requirements (such as Ohio,

which is the only state that chose to make their data publicly available) were able to secure

more data on project-level activity and performance. This allowed for a better understanding

of the impacts of OZs, which may inform future incentive design and allow for greater

responsiveness by state and local policymakers. Some researchers expressed concerns that

studies of the impacts of OZ investments are premature, since many of the measures of

community impact (such as poverty rate, median income and home values) may take years to

show up in the data.

For OZ 2.0, the new federal reporting requirements will provide deeper insights into the

nature of OZ investments, with Treasury publishing annual reports on the census tracts

receiving investment, investment amounts by industry sector, employment in OZ businesses,

and number of residential units created. With the tool being made permanent, researchers

are interested to see if the public reporting will change the behavior of investors. 
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A targeted approach to census tract selection is especially critical for OZ 2.0, given that

significantly fewer census tracts will be designated under the new guidelines. As discussed in

the research landscape scan, evidence from the first round of OZs suggests that OZs are

most impactful when designated in areas where market conditions, community needs, and

local implementation capacity intersect. Under these conditions, investment is more likely to

occur AND translate into meaningful impact.

What Makes for an Ideal OZ

Market Conditions

Evidence shows that OZ incentives primarily attract private capital to places that already

exhibit positive signs of economic growth, investor interest, and real estate price

appreciation. 

Specific market conditions that suggest a neighborhood is well-positioned for investment

include: 

Market Conditions

Local Implementation

Capacity

Community Needs

Pre-existing or emerging market activity: OZs are more likely to attract

investment in places that already show economic momentum, including

recent tract-level trends in capital flows, population growth, home values,

and median income growth.

Proximity to economic anchors and key infrastructure: Because markets with

strong fundamentals tended to attract greater investment than highly

distressed tracts, areas with proximity to assets like employment centers,

institutional anchors, and access to transportation infrastructure are likely to

draw greater investment interest.

Opportunity Zone Toolkit

Greatest

Impact

https://www.acceleratorforamerica.org/wp-content/uploads/2026/05/Opportunity-Zones-Research-Landscape-Scan_DRAFT-FOR-RELEASE-MAY-2026.pdf


Housing Supply and Affordability: OZ designation can support the

development of multifamily housing, including transit-oriented

development projects, to help address housing supply constraints and

persistent unit shortages. OZs can also play a role in advancing mixed-

income and affordable projects where market conditions or other

subsidies allow.

Economic Opportunity for Residents: OZ designation can improve

resident economic trajectories and strengthen conditions for upward

mobility by supporting mixed-income, service-rich neighborhoods and

commercial corridors with access to quality jobs, education, and

essential goods.

Targeted Industry Sector Growth: For cities seeking to position

themselves for growth in targeted industry sectors, OZ designation can

attract investment into commercial and industrial real estate

development and, with anticipated Treasury guidance, potentially into

operating companies directly.

Local Fiscal Base: As municipalities seek to grow or sustain their tax

base amid tightening fiscal conditions and uncertain federal funding, OZ

investment can broadly contribute to increased property values,

household earnings, and employment. Local leaders can reinvest new

tax revenues in services and quality of life that benefit all residents.
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Community Needs

Engaging AFA’s national network of mayors and practitioners, we identified four priority areas

where intentional OZ designation, combined with complementary local strategies, can help

direct private capital toward community needs.

We recommend considering the following priorities in selecting among eligible census tracts:
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Development Readiness: Level of predevelopment activity underway,

including major grants awarded, site control secured, or active projects in the

pipeline seeking financing. This would include housing (in particular,

multifamily), commercial, mixed-use, and industrial development activity.

Complementary Policy Environment and Governmental Capacity: Adoption

of zoning, permitting, and financing policies and practices that create a

favorable environment for the types of OZ investment a city hopes to attract

across housing, commercial, and industrial development. Engaging the

developer and investor community, tracking a priority development pipeline,

and offering tools that incentivize affordable housing, commercial space for

neighborhood businesses, or other community benefits.

Developer and Investor Ecosystem: Presence of experienced for-profit and

nonprofit developers, community development corporations, and local

investors with a track record of advancing projects that align with

neighborhood priorities and deliver meaningful community benefits.

Community Capacity: Places where community-based organizations,

residents, and other local stakeholders are engaged and positioned to

participate meaningfully in shaping investment outcomes, helping to ensure

that new development reflects neighborhood priorities and minimizes

displacement risk. 

Aligned Incentives and Capital Sources: Ability to clearly and predictably

pair local, state, and federal incentives with OZ investment to strengthen

project feasibility and increase the likelihood of deals closing.
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Local Implementation Capacity

OZ success is contingent on the local ability to translate the incentive into a viable pipeline of

projects, align stakeholders, establish policies aligned with community priorities, and move

deals forward.

Key elements of local implementation capacity include:

Industrial development in Macon County, AL

Credit: OPAL
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Elected and Appointed Officials: Build alignment with city councilmembers,

county leaders, state legislators, and other elected and appointed officials.

These leaders can provide important local insights and serve as powerful

advisors to governors during the designation process. 

Housing and Development Partners: Engage state and local housing

authorities, developers (for-profit and non-profit), and mission-aligned investors

to review your local pipeline of proposed multifamily, mixed-income, mixed-use,

and transit-oriented development projects and advise on those for which OZ

investment could viably serve as part of the capital stack.

Regional Peers: Coordinate with neighboring jurisdictions to identify

opportunities for regional alignment on tract nominations across urban,

suburban, and rural communities, particularly given the increased incentive for

rural investment and need for cross-boundary collaboration around housing, job

growth, and workforce development.

Community-Based Organizations: Connect with community development

corporations, neighborhood associations, and resident-led groups to validate

tract priorities, capture insights from existing neighborhood plans, surface

additional local knowledge to affirm or challenge data findings, and identify high-

impact project opportunities. 

Anchor Institutions and Philanthropy: Engage universities, hospitals, local

foundations, and other anchor institutions around their proposed capital

investments and start to socialize how these organizations can help coordinate,

catalyze, or co-invest alongside OZ capital in specific projects. 
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ENGAGE AND COMMUNICATE 

Taking a data-driven, community-informed approach to prioritizing OZ 2.0 census tracts will

only have an impact if local leaders are successful in engaging stakeholders and making a

compelling case to governors and state officials. 

Engaging Stakeholders

In all stakeholder conversations, set clear expectations about the types of investment that OZ

designation is – and is not – well-suited to attract. For example, OZ capital is unlikely to

support projects that deliver deeply affordable housing without additional subsidies.

Opportunity Zone Toolkit



13

Communicating to the State

Engage Early and Often: Reach out proactively to the state officials leading the

designation process to understand their timeline, criteria, and opportunities for

local input. In states where a formal designation process has not yet been

announced, early outreach is especially valuable as it allows local leaders to help

shape the conversation rather than simply respond to it.

Align with the State’s Process: Understand how your state will evaluate census

tract nominations. Use the OZ Prioritization Rubric to cross-check analysis with

the state’s approach, flag gaps, and provide a structured argument for your

proposed selections and rationale.

Lead with Data: Frame the case around the intersection of market readiness,

community need, and local implementation capacity, using data and evidence

from the steps outlined in this framework to justify each recommended tract.

Tell the Story: Complement the data-driven analysis with community context by

highlighting specific projects in the pipeline, local partners ready to develop and

invest, and expected outcomes. 

Demonstrate Alignment: Make the case to state officials that recommended

tracts are embedded within broader local and regional strategies and that

designation would reinforce existing plans for growth, housing, and economic

development.

Present a Prioritized List: Given the reduced number of eligible tracts and the

limitation that only 25% can be selected, present a focused set of highest-priority

recommendations with clear justification for each. 

Opportunity Zone Toolkit

July 1, 2026

Governors’ 90-day

nomination window opens.

Nominations due to the

Treasury, with an option to

request a 30-day extension.

December 26, 2026

Treasury will certify and

publish the final list of OZ

2.0 designated tracts.

January 1, 2027

OZ 2.0 map and new tax

rules take effect.

Local leaders should

complete tract prioritization

and engage state officials.

September 28, 2026

Now thru
September 2026
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OPPORTUNITY ZONES PRIORITIZATION FRAMEWORK

The OZ Prioritization Framework

The OZ Prioritization Framework is a practical guide to inform the thinking and strategy of

local leaders and to help them identify and prioritize eligible OZ tracts with the greatest

potential to attract private investment that aligns with community needs and local

implementation capacity.

The Framework supports more data-informed decision-making and strengthens the ability of

local leaders to advocate to governors and state officials who will oversee the designation

process. All quantitative data should be interpreted with local knowledge and context.

OZ Prioritization Framework Step-by-Step

We recognize that time is of the essence, that some states have already established specific

processes or guidelines for OZ designation and that not all localities will have the same level

of capacity to undertake the analysis. Local leaders should enter at the step that best reflects

their starting point and focus on the components of this framework that are most relevant to

their local context. In particular, we encourage early, proactive outreach to the state officials

who are leading the designation process to understand their process and opportunities for

local input, even before completing the analytical steps outlined below.

The framework's two core analytical inputs are the OZ Prioritization Rubric, which draws on

federal data to provide insights on market conditions and assess tracts on four community

need dimensions, and the Integrating Local Insights guidance, which helps validate and

contextualize those scores. These are designed to reinforce each other rather than be used

in isolation. In practice, a tract that scores well on the rubric but lacks local implementation

capacity may be less viable than one with a lower score but a strong pipeline of high-impact

development projects with community support. Leaders should use their judgment to weigh

these inputs together, recognizing that the goal is not the highest-scoring tract on paper but

the one where designation is most likely to result in investment that benefits residents.
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A Step-By-Step Guide for Using the Rubric and Framework

ACTION RESOURCES

DETERMINE ELIGIBILITY AND TRACK RECORD

Identify all census tracts in your region that meet the

new federal OZ eligibility criteria.

Assess performance of currently eligible tracts

designated OZs in the first round.

Accelerator for America OZ Prioritization Dataset

CDFI Fund Opportunity Zones site (includes multiple

options for accessing OZ 1.0 census tract data)

ASSESS MARKET READINESS

Identify tracts that have stronger market fundamentals

and are more likely to attract private capital

investment. 

Accelerator for America OZ Prioritization Rubric and

OZ Prioritization Dataset

Urban Institute’s Opportunity Zone Selection Tool

ADDRESS COMMUNITY NEEDS

Review tract level data and rankings based on four

key dimensions of priority community needs.

Accelerator for America OZ Prioritization Rubric and

OZ Prioritization Dataset

APPLY LOCAL INSIGHTS

Integrate local information to validate and strengthen

OZ prioritization.

See Integrating Local Insights to Strengthen OZ

Prioritization section below

ENGAGE AND COMMUNICATE

Engage key local and regional stakeholders and make

a compelling case to governors and state officials for

the prioritized census tracts.

See Engage and Communicate section above

15Opportunity Zone Toolkit

https://www.acceleratorforamerica.org/wp-content/uploads/2026/05/OZ-Prioritization-Dataset.xlsx
https://www.cdfifund.gov/opportunity-zones
https://docs.google.com/spreadsheets/d/1pDh8K--DA9tmRt3Vsyt1EUFtIAGM212j/edit?usp=sharing&ouid=104878492106394791149&rtpof=true&sd=true
https://www.acceleratorforamerica.org/wp-content/uploads/2026/05/OZ-Prioritization-Dataset.xlsx
https://www.urban.org/projects/informing-2026-opportunity-zone-selections-state-and-local-decisionmakers/opportunity
https://www.urban.org/projects/informing-2026-opportunity-zone-selections-state-and-local-decisionmakers/opportunity
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The OZ Prioritization Rubric is designed to help local leaders identify and sorthigh-potential

tracts, and to clearly justify their priorities with data and evidence. It leverages federal data to

provide comparable measures related to market conditions and community needs across

four dimensions: Housing Supply and Affordability, Economic Opportunity for Residents,

Industry Growth Sectors, Local Fiscal Base. 

The OZ Prioritization Rubric workbook contains step-by-step instructions for utilizing this tool,

an overview and explanation of the key data points selected, an outline of the methodology

of the data analysis (including important data considerations and limitations), and example

use cases. Additionally, we have provided a national data set by census tract available for

download. 

As with any quantitative analysis, scores can tell you where to start the conversation, not

where it ends. We encourage you to use the rubric to structure your thinking and then apply

judgment based on direct knowledge of local conditions.

The rubric offers a composite tract scoring, but it also allows you to evaluate each dimension

of community needs, as well as the individual variables within each dimension that explain

why a tract scored the way it did.

The Framework supports more data-informed decision-making and strengthens local leaders’

justification to governors and state officials who will oversee the designation process. All

quantitative data should be interpreted with local knowledge and context.
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OZ Prioritization Rubric
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Integrating Local Insights to Strengthen OZ Prioritization

After applying the rubric, local leaders should be able to prioritize eligible tracts that are both

investment-ready and likely to meet community priorities. This list should provide a strong

base from which to integrate local information and context to verify these findings and

identify the highest priority tracts to recommend to state officials.

When possible, local leaders should use local data to validate and contextualize the federal

metrics so they better reflect local realities on the ground. For example, municipalities will be

able to layer in critical information, such as where zoning is in place to support multifamily,

commercial, mixed-use, or industrial development or whether there are targeted areas with

local or state place-based incentives that could be complementary to OZ investor capital. It

is especially important to align the OZ strategy with existing plans for growth and

development at the regional, city-wide, and neighborhood levels, particularly where those

plans have been developed with significant community engagement and input.

Once local leaders have assessed and prioritized the eligible OZ tracts in their communities,

the next step is engaging stakeholders and making a compelling case to state officials.

Urban Institute
mapped likely
eligible census tracts
by state. The tool
can complement
AFA’s rubric as a
useful cross-
checking tool.

Credit: Urban Institute

Market Conditions and Project Pipeline

OZ 1.0 Tract Performance: Compare

population growth/decline, building

permits, property or income tax collection,

or other relevant metrics between census

tracts designated as OZs in the first round

and other eligible tracts that were not

designated.

Zoning Regulations: A city’s zoning

regulations in the designated tracts must

be suitable to attract the OZ investment

they hope to see to maximize these

opportunities. Review zoning of eligible

tracts to compare where there are more or

fewer sites to accommodate the type of

desired development. 
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Market Conditions and Project Pipeline (continued)

Permitting Activity and Development Plans: Review internal data on building permit

applications and other ways to track the development pipeline (multifamily, commercial,

industrial) and compare census tracts in terms of projects across various stages of readiness

to proceed. For example, one community with a significant housing shortage reported that

local leaders are giving consideration to census tracts with stalled multifamily projects where

interest from OZ equity investors could make a difference in moving development forward.

Developable Land & Infill Sites: Assess the availability of developable land, such as vacant

parcels, surface parking lots, or other under-utilized sites. This analysis should separate out

non-developable land that is designated as wetlands or parks. Particular attention should be

paid to publicly owned sites that can be made available for development in alignment with

specific community priorities and/or privately owned sites with a clear development plan in

place.

Aligned Incentives and Public Investment: The OZ incentive alone is likely to have a

marginal impact on project viability. Pairing OZ investor capital with deeper subsidies from

other federal, state, and local incentives can create more opportunities to advance projects

with important community benefits, such as affordable or workforce housing units or

commercial space for neighborhood businesses. Areas that are eligible for other federal

incentives, such as New Markets Tax Credits or Historic Tax Credits, as well as designated

state or local investment zones, should be considered.

Infrastructure Assets: Evaluate the physical and geographic assets within eligible tracts that

could catalyze private investment, such as proximity to major transit corridors, highway

interchanges, freight or rail lines, ports, or distinctive sites like former military installations,

industrial campuses, or institutional anchors (e.g., universities and medical centers). These

assets should be weighed as one factor among many rather than treated as sufficient on their

own, but tracts with unique infrastructure advantages may present stronger conditions for

attracting the scale and type of investment that aligns with local priorities. 
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Housing Supply and Affordability

Zoning for Housing: Review the zoning of eligible tracts to identify where it is legal to build

the larger developments that are most likely to be catalyzed by OZ-related investments.

Tracts with higher concentrations of multifamily and mixed-use zoned parcels are generally

most suitable, while those dominated by single-family exclusive zoning present fewer

opportunities for the scale or type of housing development OZ capital is likely to support.

Housing Action Plans: Leverage existing citywide housing plans and needs assessments,

particularly those developed with significant community engagement, to identify priority

locations for new multifamily housing development. This should include opportunities for

transit-adjacent, mixed-income, and mixed-use development.

Transaction Activity: Review recent real estate sales data, using property market data

aggregators, such as CoStar or Redfin, to gauge current market activity and investor interest

levels across eligible tracts.

Anti-Displacement Considerations: OZ designation risks accelerating displacement if not

paired with state or local policies that protect existing homeowners and renters. Leaders

should consider whether communities have specific strategies and resources in place, such

as community land trusts or effective community development corporations, to help existing

residents remain in their neighborhoods. Areas with high levels of investment may also see a

rapid increase in assessed property values, greatly increasing the taxes that area residents

owe. While this appreciation can be harnessed to drive redevelopment efforts (through Tax

Increment Financing and similar tools), it can also displace residents on fixed or low incomes.

Local leaders need to ensure they offer a full toolkit of anti-displacement strategies, including

home repair loans, homeowner tax freezes/abatements, and similar efforts to protect

longtime neighborhood residents.
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Economic Opportunity for Residents

Place-Based, Resident-Informed Plans:  Identify tracts that are already designated as priority

neighborhoods for public investment or that have been part of community-led planning

efforts. For example, Allentown is prioritizing tracts within its Allentown Works priority

neighborhoods in hopes to accelerate job creation, brownfield redevelopment, and add

mixed-income housing to the area. Where applicable, consider areas identified as facing

displacement risk, weighing the potential benefits of directing investment there against the

risk of accelerating that displacement without adequate protections in place.

Transit Access: Proximity to transit supports both investor interest and resident access to

opportunity. Leaders should assess current transit service levels across eligible tracts and

factor in planned transit investments that could enhance connectivity over the OZ investment

horizon.

Education and Workforce Development: Evaluate the presence and quality of educational

and workforce assets within or near eligible tracts, including K-12 schools, early childhood

education sites, higher education and anchor institutions, union trades training facilities, and

workforce development organizations and initiatives. These assets signal neighborhood

conditions conducive to resident upward mobility and can strengthen the case for

designation.

Commercial Corridors: Consider tracts that include or are adjacent to active, historic, or

emerging commercial corridors where OZ investment could support neighborhood-serving

retail and commercial space integrated into mixed-use development, helping to build vibrant,

economically inclusive neighborhoods.

Neighborhood Development Capacity: Assess whether eligible tracts benefit from the

presence of experienced community development corporations, mission-aligned developers,

or local investors with the track record and capacity to advance projects that reflect a

neighborhood vision and deliver meaningful community outcomes.
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Industry Sector Growth

Commercial and Industrial Zoning: Identify tracts with higher concentrations of commercially

and industrially zoned land, including existing business parks well-suited to accommodate

new development or areas where land assemblage can create the larger footprints needed

for commercial or industrial projects. Prioritize tracts where zoning supports real estate

investments that align with the city's targeted growth sectors. For example, an OZ fund

purchased the Alabama Shipyard in Mobile with the intent of redeveloping the 355-acre site

into a modernized shipyard to support the Navy’s nuclear submarine programs and related

maritime industrial activity. 

Economic and Workforce Development Strategy: Prioritize tracts that align with regional or

citywide economic development strategies and targeted industry sectors. Embedding OZ

designation within broader workforce and industry plans increases the likelihood of

meaningful outcomes. Consider employment data, such as job growth in higher-wage

sectors, to identify tracts best positioned to advance these goals.

Commercial and Industrial Occupancy and Transactions: Review vacancy and occupancy

rates alongside recent sales and rental data for commercial and industrial properties to

assess market conditions and identify tracts with the greatest potential for business

attraction, expansion, or redevelopment.

Brownfield Redevelopment Sites: Identify brownfield sites within eligible tracts where OZ

investment could support environmental remediation and productive reuse. Prioritize sites

where redevelopment would also address disproportionate environmental burdens on

nearby residents. This type of long-term redevelopment opportunity is more viable now that

the OZ incentive has been made permanent.
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Fiscal Base

Property Tax Data: Use property tax records to assess which OZ 2.0 eligible census tracts

are contributing the most to the city’s tax base. Evaluate recent trends to understand which

tracts are most/least likely to see significant appreciation in property values over the next

decade.

Other Local Tax Revenue Trends: Beyond property taxes, municipalities can review trends in

other locally collected revenue streams, such as income taxes, business receipts taxes, and

sales taxes. Tracts that are generating broad fiscal contributions may present opportunities

for OZ designation to strengthen the municipal revenue base beyond property taxes.

Alignment with Fiscal Strategy: Consider how tract selection fits within the city's broader

fiscal priorities and budget outlook. In cities facing near-term revenue pressure, leaders may

want to prioritize tracts where investment is most likely to generate returns within a shorter

time horizon.
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The OZ Designation Toolkit was developed between February and May 2026, at a time when

some cities and metros were working actively with state officials around which tracts to

nominate as OZs, while others had not yet begun to engage. The Framework is designed to

support local leaders in a practical way, while recognizing that not every step or action will be

relevant in every context.

To develop the OZ Prioritization Framework, we conducted a systematic literature review of

OZ research and policy recommendations and an internal analysis of tract-level data, drawing

as well on the practitioner expertise of our team and consultant partners and feedback from

local leaders in our network.

We followed the principles below:

Balance rigor with usability. We prioritized metrics that are accessible through

systematized, publicly available federal data sources. We focused on a limited number of

high-signal indicators.

Reflect community needs. We organized around four core community needs – housing

supply and affordability, economic opportunity for residents, industry growth sectors, and

fiscal base – enabling local leaders to consider each dimension.

Recognize the importance of local context. We recommend complementing all

quantitative data with a set of local information and actions that can deepen and refine

the interpretation of tract-level conditions.

Adapt to variation in data availability and analytical capacity. Our core rubric relies on

metrics that are relatively accessible, while allowing for additional refinement where local

analytical capacity and data availability permit.

Avoid extremes. Designating highly vulnerable tracts without sufficient anti-displacement

safeguards can create a real risk that new investment will not benefit incumbent

residents and may instead contribute to pricing pressures or displacement. At the same

time, allocating the OZ incentive to areas that are already improving raises concerns

about windfall gains rather than additional impact.

ABOUT THIS PROJECT

Opportunity Zone Toolkit



24

Support for this toolkit was provided by the Robert Wood Johnson Foundation. The views

expressed here do not necessarily reflect the views of the Foundation. We are grateful for

their leadership in advancing healthy communities where all residents can thrive. 

The following AFA staff and consultant partners developed and produced this toolkit:

Mary Ellen Wiedewohl, Accelerator for America

Anne Bovaird Nevins, Accelerator for America

A.J. Herrmann, Accelerator for America

Caitlin Shearer, Accelerator for America

Bruce Katz, New Localism Associates

Vaughn Ross, Rvesta Consulting

Michael Greenle, Rvesta Consulting

Emily Clark, Rvesta Consulting

Victoria Orozco, Punto Labs

This toolkit reflects the on-the-ground insights of many local leaders across our network. The

following practitioners and research partners generously contributed their time and expertise

as reviewers, though any errors or omissions are our own:

Stacy Cumberbatch, Blended Impact Capital

Trevor Tormann, City of Allentown

Katie Littman, City of Louisville

Melissa Ryan, City of Louisville

John Mondlak, City of Philadelphia

Miranda Evans, City of Riverside

Desiree Massei, City of Riverside

Rebecca Moudry, Fairfax County Department of Economic Initiatives

Mike Smith, Invest Detroit

Alex Flachsbart, Opportunity Alabama

Vaughn Taylor, Seattle Chamber of Commerce

Emily Brown, Southwest Pennsylvania Municipal Project Hub

Kian Kamas, Tulsa Innovation Lab

Brady Meixell, Urban Institute

Acknowledgements

Opportunity Zone Toolkit


	Opportunity Zone Designation Toolkit for Local Leaders
	INTRODUCTION AND SUMMARY
	The new round of OZs, authorized by the One Big Beautiful Bill Act (OBBBA) of 2025, made a number of changes to the OZ incentive. With tighter tract eligibility prioritizing areas with higher levels of distress, some previously eligible tracts are no longer able to be designated; the number of OZs will shrink from the current total of 8,700 to approximately 6,300 tracts. An enhanced rural investment incentive in the new round of OZs, combined with growing recognition that housing, economic growth, and workforce challenges do not stop at jurisdictional boundaries, creates a strong case for regional coordination on tract nominations.
	This toolkit is intended to be a guide for local leaders to identify and communicate to state officials for the designation of tracts that are most likely to attract capital that aligns with community priorities and lay the groundwork for implementing local policies and programs to drive impactful OZ investments. Our OZ Prioritization Framework provides a guide for local leaders to assess and identify their communities’ high-priority tracts. Throughout 2026, AFA will be releasing policy briefs and case studies that detail promising models to align local policies, incentives, and market engagement strategies.
	Opportunity Zone Toolkit
	OPPORTUNITY ZONES 101
	What is an Opportunity Zone?
	Top Changes for OZ 2.0

	Key Changes Between OZ 1.0 and OZ 2.0
	The OBBBA introduced three significant changes to the OZ incentive that local leaders should understand as they approach the 2026 designation process.
	Permanence: The incentive was made permanent, and benefits will no longer be expiring at the end of 2026. Going forward, new OZs will be designated every 10 years, based on updated census data, starting with a new map taking effect on January 1, 2027. This allows for greater certainty, a longer time horizon, and more continuity for investors and communities.
	Tightened Tract Eligibility: Tracts eligible for designation must have a median family income (MFI) of less than 70% of the MFI for the surrounding metro area; or a poverty rate of greater than 20% AND a MFI of less than 125% of the surrounding area. Furthermore, the OBBBA eliminated the provision that allowed for tracts to be designated if they were immediately adjacent to qualifying tracts.
	Enhanced Rural Focus: The majority of investment in OZ 1.0 flowed into urban areas; Congress included enhanced tax incentives for investing in rural areas in OZ 2.0 to rebalance the landscape. Investors in rural OZs are eligible for a 30% step-up in basis at the five-year mark, compared to 10% for non-rural OZ investments. The enhanced rural incentive, combined with the regional nature of housing, workforce, and economic growth challenges and opportunities, should encourage strategic alignment of tract nominations across urban, suburban, and rural geographies.
	Opportunity Zone Toolkit

	RESEARCH LANDSCAPE OVERVIEW
	OZ investment was highly concentrated geographically:
	The vast majority of investments flowed to a small percentage of zones. Roughly 75% of OZ investment flowed to zones with the top 20 percent of commercial investment activity.
	Fast growth states and metro areas attracted the greatest amount of OZ investment. Within cities, the areas that already attracted some level of private investment were more likely to attract OZ capital.
	Recent analysis indicates that 72.4% of zones within the 50 states and D.C. had received investment by the end of 2022. More than a quarter of zones received no investment at all.
	Over 90% of investment went to urban rather than rural areas, despite 45% of all OZ eligible tracts being located in rural areas.
	OZ investment was highly concentrated sectorially:
	Investment concentrated in real estate, particularly multifamily residential, with estimates that up to 75% of money invested in the first round of OZs went to real estate.
	Operating businesses received under 3% of OZ equity investment. Challenges included ensuring compliance with meeting the federal criteria that define OZ operating businesses and the potential for higher complexity and/or risk of business investments relative to real estate projects.
	Opportunity Zone Toolkit
	Evidence on the ability of OZs to drive more specific community impacts is mixed:
	While net new job creation in OZ 1.0 is not yet fully understood, early evidence suggests measurable employment growth in designated areas is as likely to have been filled by commuters or new residents as by existing community members.
	In February 2026, EIG released an analysis that the OZ incentive increased new housing construction by 70% in designated areas, generating more than 416,000 new residential addresses.
	For places with weaker market and economic fundamentals, being highly organized and active in cultivating investment paid off. Places like Alabama and Ohio at the state level and Erie, PA at the city level realized dividends from being highly intentional, particularly in engaging local anchor investors.
	The research landscape overview includes example project that effectively leveraged OZ equity capital to achieve community priorities such as developing workforce, veterans, and senior housing units; retaining and creating jobs for local residents; or supporting revitalization and local business growth.
	States that layered complementary incentives with reporting requirements (such as Ohio, which is the only state that chose to make their data publicly available) were able to secure more data on project-level activity and performance. This allowed for a better understanding of the impacts of OZs, which may inform future incentive design and allow for greater responsiveness by state and local policymakers. Some researchers expressed concerns that studies of the impacts of OZ investments are premature, since many of the measures of community impact (such as poverty rate, median income and home values) may take years to show up in the data.
	For OZ 2.0, the new federal reporting requirements will provide deeper insights into the nature of OZ investments, with Treasury publishing annual reports on the census tracts receiving investment, investment amounts by industry sector, employment in OZ businesses, and number of residential units created. With the tool being made permanent, researchers are interested to see if the public reporting will change the behavior of investors.
	Opportunity Zone Toolkit
	What Makes for an Ideal OZ
	Community Needs Engaging AFA’s national network of mayors and practitioners, we identified four priority areas where intentional OZ designation, combined with complementary local strategies, can help direct private capital toward community needs.
	We recommend considering the following priorities in selecting among eligible census tracts:
	Housing Supply and Affordability: OZ designation can support the development of multifamily housing, including transit-oriented development projects, to help address housing supply constraints and persistent unit shortages. OZs can also play a role in advancing mixed-income and affordable projects where market conditions or other subsidies allow.
	Economic Opportunity for Residents: OZ designation can improve resident economic trajectories and strengthen conditions for upward mobility by supporting mixed-income, service-rich neighborhoods and commercial corridors with access to quality jobs, education, and essential goods.
	Targeted Industry Sector Growth: For cities seeking to position themselves for growth in targeted industry sectors, OZ designation can attract investment into commercial and industrial real estate development and, with anticipated Treasury guidance, potentially into operating companies directly.
	Local Fiscal Base: As municipalities seek to grow or sustain their tax base amid tightening fiscal conditions and uncertain federal funding, OZ investment can broadly contribute to increased property values, household earnings, and employment. Local leaders can reinvest new tax revenues in services and quality of life that benefit all residents.
	Opportunity Zone Toolkit
	Local Implementation Capacity OZ success is contingent on the local ability to translate the incentive into a viable pipeline of projects, align stakeholders, establish policies aligned with community priorities, and move deals forward.
	Key elements of local implementation capacity include:
	Development Readiness: Level of predevelopment activity underway, including major grants awarded, site control secured, or active projects in the pipeline seeking financing. This would include housing (in particular, multifamily), commercial, mixed-use, and industrial development activity.
	Complementary Policy Environment and Governmental Capacity: Adoption of zoning, permitting, and financing policies and practices that create a favorable environment for the types of OZ investment a city hopes to attract across housing, commercial, and industrial development. Engaging the developer and investor community, tracking a priority development pipeline, and offering tools that incentivize affordable housing, commercial space for neighborhood businesses, or other community benefits.
	Developer and Investor Ecosystem: Presence of experienced for-profit and nonprofit developers, community development corporations, and local investors with a track record of advancing projects that align with neighborhood priorities and deliver meaningful community benefits.
	Community Capacity: Places where community-based organizations, residents, and other local stakeholders are engaged and positioned to participate meaningfully in shaping investment outcomes, helping to ensure that new development reflects neighborhood priorities and minimizes displacement risk.
	Aligned Incentives and Capital Sources: Ability to clearly and predictably pair local, state, and federal incentives with OZ investment to strengthen project feasibility and increase the likelihood of deals closing.
	Opportunity Zone Toolkit
	The OZ Prioritization Framework
	OZ Prioritization Framework Step-by-Step
	OZ Prioritization Rubric

	Integrating Local Insights to Strengthen OZ Prioritization
	Market Conditions and Project Pipeline (continued)
	Housing Supply and Affordability
	Economic Opportunity for Residents
	Industry Sector Growth
	Fiscal Base
	ABOUT THIS PROJECT
	Acknowledgements


