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The Fight Over the New OZ Map Has Quietly
Begun

Most investors and developers are focused on deals in front of them right now.
Underwriting assumptions, capital stacks, investor appetite. That is understandable. But
there is a process happening in state capitals across the country that will determine where
Opportunity Zone capital can legally flow starting January 1, 2027 - and almost nobody in

the private market is paying attention to it yet.

Governors have a 90-day window opening July 1, 2026 to nominate census tracts for
Opportunity Zone 2.0 designation. Those nominations, due to Treasury by late September,
become the new map. Tracts that do not make the cut lose their OZ status entirely.
Projects currently being underwritten around existing OZ designations in those tracts lose
their tax advantage. For anyone with capital or a deal tied to a specific location,
understanding how that map gets drawn is not an abstract policy question. It is directly

relevant to your investment.

Why the New Eligibility Rules Change the Calculus

Under OZ 1.0, a census tract qualified for designation if its median family income fell
below 80 percent of the area median, or if it met a poverty rate threshold. Governors also
had the ability to designate tracts adjacent to qualifying zones even when those tracts did
not independently meet the criteria. That contiguous tract provision is how many of the
most actively invested urban zones in OZ 1.0 got their status - they rode in on the coattails

of a distressed neighbor.

OZ 2.0 eliminates that provision entirely. The new income threshold drops to 70 percent of

the area median, and the contiguous exception is gone. The practical effect is that roughly
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2,000 tracts that were eligible under OZ 1.0 will not qualify for even consideration under
OZ 2.0. For investors who have spent the last several years deploying capital in those
marginal urban zones, this is not a footnote. It is a fundamental shift in where the program

can and cannot reach.

Urban vs. Rural: The Fight Playing Out in Every
Governor's Office

Here is the tension that every governor is navigating right now, and it matters because
their decisions will shape the investment landscape for the next decade.

In OZ 1.0, roughly 75 percent of all investment flowed to urban areas despite the fact that
nearly half of all designated zones were rural. Capital followed market fundamentals:
density, transit access, existing development pipelines. Many of the tracts that attracted
the most private equity were neighborhoods already showing signs of momentum before
the OZ designation arrived. Critics of the program have pointed to this pattern as evidence
that the incentive subsidized development that would have happened anyway.

Congress responded in OZ 2.0 by building a separate incentive tier for rural investment.
Funds that commit at least 90 percent of their capital to rural OZ tracts -- called Qualified
Rural Opportunity Funds - receive a 30 percent basis step-up after five years, compared to
the standard 10 percent available everywhere else. The improvement threshold for existing
rural buildings is also cut in half, from 100 percent to 50 percent, which meaningfully

improves the economics on value-add rural acquisitions.

Whether that enhanced incentive is enough to actually redirect capital into rural markets is
the open question. The reasons urban deals dominated OZ 1.0 were not purely about the
tax benefit - they were about deal infrastructure, sponsor experience, and investor
familiarity with those markets. Rural OZ deals will need sponsors who understand those
markets and can tell a credible story to institutional LPs who are less comfortable

underwriting assets outside major metros.

The lobbying dynamic in governor's offices reflects this split. Urban mayors are fighting to
keep their highest-activity neighborhoods on the map. Rural advocates are pushing for
nominations that honor the program's original intent. Developers with active projects in
current OZ tracts are reaching out to state economic development teams directly. Every
governor is making judgment calls about which tracts are genuinely likely to attract
investment and which will sit dormant regardless of their designation.

What This Means if You Are Active in the OZ
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Market

If you are a developer with a project in a current OZ tract, the single most important thing
you can do right now is verify whether your tract will meet OZ 2.0 eligibility criteria.
Screening tools from EIG and Novogradac allow tract-level checks against the new
thresholds. If your tract qualifies for consideration, make your case to your state's
economic development office before the window opens. Governors are being advised to
weight demonstrated investor interest heavily in their nomination decisions. A project with
committed capital and a clear development thesis is the most persuasive argument
available.

If you are an investor evaluating OZ 2.0 as a forward strategy, the rural incentive structure
deserves a real look. The 30 percent basis step-up changes the return math on deals that
would have been marginal under OZ 1.0 economics, and sponsors who are building rural-
focused vehicles now will have a significant head start when capital starts flowing into the
new map in 2027.

Deploying and Raising Capital Through the
Transition

For Investors: If you have capital gains approaching your 180-day window, work with your
tax advisor to evaluate whether OZ 1.0 still fits your situation, or whether structuring
around a 2027 OZ 2.0 deployment makes more sense for your timeline. Browse vetted,
active QOFs currently navigating this transition and accepting capital.

Sign Up as an Investor

For Developers and Sponsors: If you have a project in a tract you believe will survive the
OZ 2.0 redesignation, the time to build your case is now, before competing projects crowd
the conversation with your governor's office. Get your fund and project in front of
motivated LPs who are actively evaluating their OZ 2.0 strategy.

Sign Up as a Developer

Disclaimer: OZ Listings does not provide tax, legal, accounting, investment, or financial
advice. All information is provided for informational purposes only and should not be

relied upon as professional advice. You should consult your own tax, legal, and financial
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advisors before making any investment or business decisions.

If you'd prefer not to receive these curated newsletters and updates, you can unsubscribe.
© 2026 OZListings. All rights reserved.
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