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Kentucky Opportunity Zone 2.0 Designation Guide
Criteria, Requirements, and Strategic Considerations for Community Applications
February 27, 2026
Executive Summary
The Kentucky Cabinet for Economic Development is soliciting recommendations for census tracts to nominate to the U.S. Treasury for designation under Qualified Opportunity Zone 2.0. This guide summarizes program context, eligibility, selection criteria, and application expectations to help communities prepare competitive, investment-ready proposals. It also outlines reporting 
1. Purpose
The Cabinet seeks recommendations for Qualified Opportunity Zone (QOZ) census tracts from local and regional partners. This document outlines the program context and the evaluation framework the Cabinet will use when reviewing submissions.
2. Qualified Opportunity Zone 2.0 Overview 
The federal Qualified Opportunity Zone program was created by the Tax Cuts and Jobs Act of 2017. Subsequent legislation referenced in this guidance extends and modifies the program. Highlights from the draft framework include:
Permanent extension with a recurring, 10-year designation cycle. Governors propose new tracts starting July 1, 2026; new designations take effect January 1 of the following year.
Stricter tract eligibility: lower income thresholds to target distressed communities; repeal of the contiguous tract rule; anti-gentrification screens.
Rolling five-year gain deferral for post-2026 investments and a simplified 10% basis step-up after five years.
Enhanced incentives for rural areas via a Qualified Rural Opportunity Fund (QROF) concept, with more favorable basis step-ups and reduced substantial improvement requirements.
Expanded reporting and compliance requirements for QOFs and QOZ businesses.
A cap on gain exclusion beyond a 30-year holding period, with appreciation after that period subject to tax.
Note: This overview reflects the policy elements described in the draft. Applicants should rely on official federal guidance for definitive requirements.
3. Federal Eligibility & Selection Criteria
3.1 Baseline Eligibility
Proposed tracts should satisfy statutory eligibility criteria, including rural and income-based thresholds:
Rural definition: any area other than a city or town with a population greater than 50,000, and any urbanized area contiguous and adjacent to a city or town with a population greater than 50,000.
Income distress: median family income at or below 70% of area median, or poverty rate of 20% or higher with median family income below 125% of the applicable area median.
4. Kentucky Cabinet Eligibility & Selection Criteria
4.1 Infrastructure & Public Safety Access
Tracts should be proximate to accessible roadways and existing infrastructure, and located within reasonable distance of first responders, emergency services, and public safety personnel.
4.2 Site Readiness
Sites should be capable of supporting near-term project development and, ideally, be shovel-ready. For this guidance, shovel-ready means:
Site control documented (ownership or executable option).
Zoning and land-use compatibility confirmed for intended use(s).
Utility availability and capacity validated (electric, gas, water, wastewater, telecom).
Transportation access confirmed (highway/arterial proximity; rail, if applicable).
Environmental due diligence current and complete (see below).
No known fatal flaws (e.g., unmitigable wetlands, endangered species constraints) or a credible mitigation plan in place.
Environmental Site Assessment: sites with completed Phase I (and Phase II if warranted) within the last three years will receive higher consideration.
4.3 Alignment with Statewide & Regional Strategy
Applications should demonstrate alignment with Kentucky’s target industries, regional growth corridors, and existing state investments in workforce, infrastructure, and site development.
4.4 Market Demand & Investment Potential
Provide evidence of credible market interest and demand drivers, such as:
Active or recent RFIs, site searches, or developer inquiries.
Comparable developments in the region or peer markets.
Demand drivers (supply chain shifts, reshoring, housing needs, energy transition).
4.5 Highest and Best Use Rationale
Identify a primary use case for the tract and explain any compatible secondary uses and phasing. Typical use cases include:
Industrial/manufacturing.
Logistics/warehousing.
Workforce or mixed-income housing.
Energy or infrastructure-oriented development.
4.6 Workforce Availability & Training Alignment
Assess proximity to available labor and access to training partners (community colleges, technical schools) and sector-aligned programs.
4.7 Local Financial & Policy Commitment
Stronger submissions will demonstrate local commitment through:
Local incentives (tax abatement, TIF, PILOT, fee waivers).
Infrastructure cost sharing or site-preparation funding.
History of state or local grants
Streamlined permitting or zoning certainty.
Public–private partnerships or development agreements in progress.
4.8 Long-Term Community & Economic Impact
Describe anticipated outcomes, including job creation, wage quality, housing affordability/supply impacts, business formation, tax base growth, and long-term community stabilization.
4.9. Rationale for Recommendation (Business Case)
In addition to the criteria above, address the following in your recommendation:
Why is this tract more competitive for Opportunity Zone designation than other eligible tracts in the region or state?
What is the economic development attraction strategy for OZ investors?
Which industries and sectors are targeted within the zone?
Which state and local stakeholders are involved in deployment?
What unique assets or locational advantages make this tract attractive to OZ investors?
If this tract is not designated, what economic development opportunities would likely be delayed or lost?
5. Application Requirements & Reporting
Applications should complete the excel-based application, which includes the following components:
Census tract identifiers and maps.
A narrative addressing Sections 3.1–3.9 criteria.
Evidence of demand (RFIs, prospect lists, letters of interest).
Letters of support from local partners and training institutions.
Summary of incentives and policy commitments.
Site readiness documentation and environmental reports (executive summaries).
Reporting Note: Quarterly reporting (for selected zones): Applicants must commit to submitting updates to the Cabinet’s Opportunity Zone Team, including total investment, number of investors, and current or upcoming OZ projects.
























Appendix A. Applicant Checklist
Use this checklist to confirm readiness and completeness before submitting your application.
	Item
	Evidence/Attachment
	Status (Yes/No/In Progress)
	Notes

	Baseline eligibility data (income/poverty; rural classification)
	
	
	

	Census tract map(s) and IDs
	
	
	

	Infrastructure and public safety proximity analysis
	
	
	

	Site control documentation
	
	
	

	Zoning/land-use confirmation
	
	
	

	Utility capacity letters or maps
	
	
	

	Transportation access summary
	
	
	

	Environmental Site Assessment (≤3 years) summary
	
	
	

	Primary use case and phasing plan
	
	
	

	Evidence of demand (RFIs, inquiries, comparable projects)
	
	
	

	Workforce availability and training partners
	
	
	

	Local incentives and policy commitments
	
	
	

	Letters of support (state/local partners)
	
	
	

	Projected economic and community impacts
	
	
	





Appendix B. Definitions & References
Shovel-ready: a site capable of supporting near-term economic development, with site control, compatible zoning, validated utilities, transportation access, current environmental due diligence, and no known fatal flaws or a credible mitigation plan.
References:
• Kentucky Site Readiness criteria: https://newkentuckyhome.ky.gov/edis/PDF/Site/SiteCriteria.pdf
• Kentucky Opportunity Zones 2.0 landing page: https://newkentuckyhome.ky.gov/Locating_Expanding/KYoz
Contact
For questions, please contact: Deven Richardson (deven.richardson@ky.gov).
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