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1 An Act relating to speculative shell buildings by allowing a for­

profit entity to receive a property tax exemption for the 

bUllding under certain circumstances and allowing accelerated 

depreciation of the building for income tax purposes and 

providing applicability date provisions. 
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S.F. S.F. 

1 

2 by 

3 

Section 1. Section 422.7, Code Supplement 1991, is amended 

adding the following new subsection: 

NEW SUBSECTION. 26. Notwithstanding the classification of 

4 depreciable property under the modified accelerated cost 

5 recovery system, if the federal adjusted gross income includes 

6 lncome or loss from a for-profit entity which has received a 

7 property tax exemption during the tax year for a speculative 

8 shell building under section 427.1, subsection 41, the 

9 speculative shell bUllding shall be depreciated as if it was 

10 classified as fifteen-year property during the period during 

11 which it is owned by the for-profit entity. 

12 Sec. 2. Section 422.35, Code supplement 1991, is amended 

13 by adding the following new subsection: 

14 NEW SUBSECTION. 15. Notwithstanding the classification of 

15 depreciable property under the modified accelerated cost 

16 recovery system, if the taxpayer has received a property tax 

17 exemption during the tax year for a speCUlative shell building 

18 under section 427.1, subsection 41, the speculative shell 

19 building shall be depreciated as if it was classified as 

20 fifteen-year property during the period during which it is 

21 owned by the taxpayer and is receiving the property tax 

22 exemption. 

23 Sec. 3. Section 427.1, subsection 41, unnumbered paragraph 

24 1, Code Supplement 1991, is amended to read as follows: 

25 New construction of shell buildings by community 

26 development organizations or for-profit entities for 

27 speculative purposes or the portion of the value added to 

28 buildings being reconstructed or renovated by community 

29 development organizations or for-profit entities in order to 

30 become speculative shell buildings. The exemption or partial 

31 exemption shall be allowed only pursuant to ordinance of a 

32 city councilor board of supervisors, which ordinance shall 

33 specify if the exemption will be available for community 

34 develop~ent organizations, for-profit entities, or both, and 

3S shall be effective for the assessment year in which the 
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I building is first assessed for property taxation or the 

2 assessment year in which the reconstruction or renovation 

3 first adds value and all subsequent years until the property 

4 is leased or sold or for a specific time period stated in the 

5 ordinance or until the exemption is terminated by ordinance of 

6 the city councilor board of supervisors which approved the 

7 exemption. If the shell building or any portion of the shell 

8 building is leased or sold, the portion of the shell building 

9 whiCh 1S leased or sold shall not be entitled to an exemption 

10 under this subsection for subsequent years. An application 

11 shall be filed pursuant to section 427B.4 for each project for 

12 which an exemption is claimed. Upon the sale of the shell 

13 buildIng, the shell building shall be considered new 

14 construction for purposes of section 427B.l if used for 

15 purposes set forth in section 427B.l. 

16 Sec. 4. Section 427.1, subsection 41, paragraphs band c, 

17 Code Supplement 1991, are amended to read as follows: 

18 b. "New construction" means new buildings or structures 

19 and includes new buildings or structures which are constructed 

20 as additions to existing buildings or structures. "New 

21 construction" also includes reconstruction or renovation of an 

22 existing building or structure which constitutes complete 

23 replacement of an existing building or structure or refitting 

24 of an eXlsting building or structure, if the reconstruction Or 

2S renovation of the existing building or structure is required 

26 due to economic obsolescence, if the reconstruction or 

27 renovation is necessary to implement recognized industry 

28 standards for the manufacturing or processing of products, and 

29 the reconstruction or renovation is required in order to 

30 competitively manufacture or process products or for community 

31 development organizations or for-profit entities to market a 

32 building or structure as a speculative shell building, which 

33 determination must receive prior approval from the city 

34 council of the city or county board of superVIsors of the 

3S county. 
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1 c. "Speculative shell building" means a building or 

2 structure owned and constructed Or reconstructed by a 

3 communlty development organization Or a for-profit entity 

4 wlthout a tenant or buyer for the purpose of attracting an 

5 employer or user which will complete the building to the 

6 employer's or user's specification for manufacturing, 

7 processing, or warehousing the employer's or user's product 

8 line. 

9 Sec. 5. SectIon 1 of this Act applIes retroactively to 

10 January 1, 1992, Eor tax years beginnlng on or after that 

11 date. Section 2 of this Act applies to tax years beginning on 

12 or after July 1, 1992. 

13 EXPLANATION 

14 the bill permits for-profit entities to construct 

15 speculatIve shell buildings and receive a property tax 

16 exemption, provided it is granted by a city or county, until 

17 the building 1S leased or sold. In addition, the for-profit 

18 entity would be able to depreciate the cost of the building at 

19 a faster rate than normal for state individual and corporate 

20 tax purposes during the period for which It receives the 

21 property tax exemption. 

22 The bill provides applicability proviSions. 
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HOUSE FILE 2484 
11-6021 

1 Amend House File 2484 as follows: 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
IS 
16 
17 
18 
19 
20 
21 
22 
23 

1. Page 1, line 11, by inserting after the word 
"entity" the following: "and is receiving the 
property tax exemption. However, this subsection does 
not apply to a speculative shell building which is 
used by the for-profit entity, subsidiary of the for­
profit entity, or majority owners of the for-profit 
entity, for other than as a speculative shell 
building, as defined in section 427.1, subsection 41." 

2. Page 1, line 22, by inserting after the word 
"exemption." the following "However, this subsection 
does not apply to a speculative shell building which 
is used by the taxpayer, subsidiary of the taxpayer, 
or majority owners of the taxpayer, for other than as 
a speculative shell building, as defined in section 
427.1, subsection 41." 

3. Page 2, line 7, by inserting after the word 
"exemption." the following: "However, an exemption 
shall not be granted a speculative shell building of a 
for-profit entity if the build~ng is used by the for­
profit entity, subsidiary of the for profit entity, or 
majority owners of the for-profit entity for other 
than as a speculative Shell building." 

By HIBBARD of Madison 
R-6021 PILED APRIL 23, 1992 
ADOPTED 



SENATE CLIP SHEET APRIL 28, 1992 

HOUSE PILE 2484 
FISCAL NO'l.'E 

Page 9 

A fiscal note for Bouse File 2484 i. hereby submitted pursuant to Joint Rule 
17. Data used in developing this fiscal note is available from the Legislative 
Fiscal Bureau to members of the Legislature upon request. 

House File 2484 permits for-profit entltles to construct speculative buildings 
and receive a property tax exemption, provided it is granted by a city or 
county, until the building is leased Or sold. In addition, the for-profit 
entity would be able to depreciate the cost for the building at a faster rate 
than normal for State individual and corporate tax purposes during the period 
for which it receives the property tax exemption. 

Fiscal Effect: 

The fiscal effect can not be determined at this time. It is not known how many 
for-profit entities will apply for tax exemption, whether the exemption will be 
granted by a city or county, Or the length of the exemption if granted. 

(LSB 6303hv, JKH) 

fILED APRIL 27, 1992 BY DENNIS PROUTY, FISCAL DIRECTOR 
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Vote: Ayes 82 Nays II Vote: Ayes tfl Nays _-'-Q'-----__ 
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A BILL FOR 

Act relating to speculative shell buildings by allowing a for­

profit entity to receive a property tax exemption for the 

building under certain circumstances and allowing accelerated 

depreciation of the building for income tax purposes and 

providing applicability date provisions. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

House Amendments 
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S. F. ____ H.F. 

1 

2 by 

3 

Section 1. Section 422.7, Code Supplement 1991, is amended 

adding the following new subsection: 

NEW SUBSECTION. 26. Notwithstanding the classification of 

4 depreciable property under the modified accelerated cost 

5 recovery system, if the federal adjusted gross income includes 

6 income or loss from a for-profit entity which has received a 

7 property tax exemption during the tax year for a speculative 

8 shell building under section 427.1, subsection 41, the 

9 speculative shell building shall be depreciated as if it was 

10 classified as fifteen-year property during the period during 

11 which it is owned by the for-profit entity and is receiving 

12 the property tax exemption. However, this subsection does not 

13 apply to a speculat~ve shell building which is used by the 

14 for-profit entity, subsidiary of the for-profit entity, or 

15 majority owners of the for-profit entity, for other than as a 

16 speculative shell bu~lding, as defined in section 427.1, 
17 subsection 41. 

18 Sec. 2. Section 422.35, Code Supplement 1991, is amended 

19 by adding the following new subsection: 

20 NEW SUBSECTION. 15. Notwithstanding the classification of 

21 depreciable property under the modified accelerated cost 

22 recovery system, if the taxpayer has received a property tax 

23 exemption during the tax year for a speculative shell building 

24 under sectlon 427.1, subsection 41, the speculatlve shell 

25 building Shall be depreciated as if it was classified as 

26 fifteen-year property during the period during which it is 

27 owned by the taxpayer and is receiving the property tax 

28 exemption. However, this subsection does not apply to a 

29 speculative shell building Which is used by the taxpayer, 

30 subsidiary of the taxpayer, or majority owners of the 

31 taxpayer, for other than as a speculative shell building, as 

32 defined in section 427.1, subsection 41. 

33 Sec. 3. Sect~on 427.1, subsection 41, unnumbered paragraph 

34 1, Code Supplement 1991, is amended to read as follows: 

35 New construction of shell buildings by community 
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1 development organizations or for-profit entities for 

2 speculative purposes or the portlon of the value added to 

3 buildlngs being reconstructed or renovated by community 

4 development organizations or for-profit entities in order to 

5 become speculative shell buildings. The exemption or partial 

6 exemption shall be allowed only pursuant to ordinance of a 

7 city councilor board of supervisors, which ordinance shall 

8 specify if the exemption will be available for community 

9 development organizations, for-profit entities, or both, and 

10 shall be effective for the assessment year in which the 

11 buildlng is first assessed for property taxation or the 

12 assessment year in which the reconstruction or renovation 

13 first adds value and all subsequent years until the property 

14 is leased or sold or for a specific time period stated in the 

15 ordinance or until the exemption is terminated by ordinance of 

16 the city councilor board of supervisors which approved the 

17 exemption. 

18 speculative 

However, an exemption shall not be granted a 

shell building of a for-profit entity if the 

19 building is used by the for-profit entity, subsidiary of the 

20 for-profit entity, or majority owners of the for-profit entity 

21 for other than as a speculative shell building. If the shell 

22 building or any portion of the shell building is leased or 

23 sold, the portion of the shell building which is leased or 

24 sold shall not be entitled to an exemption under this 

25 subsection for subsequent years. An application shall be 

26 filed pursuant to section 427B.4 for each project for which an 

27 exemption is claimed. Upon the sale of the shell building, 

28 the shell building shall be considered new construction for 

29 purposes of section 427B.l if used for purposes set forth in 

30 section 427B.l. 

31 Sec. 4. Section 427.1, subsection 41, paragraphs band c, 

32 Code Supplement 1991, are amended to read as follows: 

33 b. "New construction" means new buildings or structures 

34 and includes new buildings or structures which are constructed 

35 as additions to existing buildings or structures. "New 
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1 construction" also includes reconstruction or renovation of an 

2 existing building or structure which constitutes complete 

3 replacement of an existing building or structure or refitting 

4 of an existing building or structure, if the reconstruction or 

5 renovation of the existing building or structure is required 

6 due to economic obsolescence, if the reconstruction or 

7 renovation is necessary to implement recognized industry 

8 standards for the manufacturing or processing of products, and 

9 the reconstruction or renovation is required in order to 

10 competitively manufacture or process products or for community 

11 development organizations or for-profit entities to market a 

12 building or structure as a speculative shell building, which 

13 determination must receive prior approval from the city 

14 council of the city or county board of supervisors of the 
15 county. 

16 c. "Speculative shell building" means a building or 

17 structure owned and constructed or reconstructed by a 

18 community development organization or a for-profit entity 

19 without a tenant or buyer for the purpose of attracting an 

20 employer or user which will complete the building to the 

21 employer's or user's specification for manufacturing, 

22 processing, or warehousing the employer's or user's product 
23 line. 

24 Sec. 5. Section 1 of this Act applies retroactively to 

25 January 1, 1992, for tax years beginning on or after that 

26 date. Section 2 of this Act applies to tax years beginning on 
27 or after July 1, 1992. 
28 

29 

30 

31 

32 

33 

34 

35 
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HOOSE FILE 2484 
S-5972 

1 Amend House File 2484, as amended, passed, and 
reprinted by the House, as follows: 2 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

1. Page 1, by striking lines 3 through 10 and 
inserting the fOllowing: 

"NEW SUBSECTION. 26. Add depreciation taken for 
federal income tax purposes on a speculative shell 
building defined in section 427.1, subsection 41 which 
is owned by a for-profit entity and the for-profit 
entity is receiving the proper tax exemption. 
Subtract depreciation computed as if the speculative 
shell building were classified as fifteen-year 
property under the accelerated cost recovery system of 
the Internal Revenue Code during the period during". 

2. Page 1, by striking lines 20 through 25 and 
inserting the following: 

16 NEW SUBSECTION. 15. Add depreciation taken for 
17 federal income tax purposes on a speculative shell 
18 building defined in section 427.1, subsection 41 which 
19 is owned by a for-profit entity and the for-profit 
20 entity is receiving the proper tax exemption. 
21 Subtract depreciation computed as if the speculative 
22 shell building were classified as". 
23 3. Page 2, line 17, by inserting after the word 
24 "exemptiori." the following: "Eligibility for an 
25 exemption as a speculative shell building shall be 
26 determi~cd as of January 1 of the assessment year." 

S-5972 FILED MAY 3, 1992 
ADOPTED (tJ.131)4) 

By BILL HUTCHINS 



SENATE-AMENDMENT TO HOOSE FILE 2484 
H-6100 

1 Amend House File 2484, as amended, passed, and 
reprinted by the House, as follows: 2 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

1. Page 1, by striking lines 3 through 10 and 
inserting the following: 

"NEW SUBSECTION. 26. Add depreciation taken for 
federal income tax purposes on a speculative shell 
building defined in section 427.1, subsection 41 which 
is owned by a for-profit entity and the for-profit 
entity is receiving the proper tax exemption. 
subtract depreciation computed as if the speculative 
shell building were classified as fifteen-year 
property under the accelerated cost recovery system of 
the Internal Revenue Code during the period during". 

2. Page 1, by striking lines 20 through 25 and 
inserting the following: 

NEW SUBSECTION. 15. Add depreciation taken for 
federal income tax purposes on a speculative shell 
building defined in section 427.1, subsection 41 which 
is owned by a for-profit entity and the for-profit 
entity is receiving the proper tax exemption. 
Subtract depreciation computed as if the speculative 
shell building were classified as". 

3. Page 2, line 17, by inserting after the word 
"exemption." the following: "Eligibility for an 
exemption as a speculative shell building shall be 
determined as of January 1 of the assessment year," 

RECEIVED FROM THE SENATE 
H-6100 FILED MAY 3, 1992 
CONCURRED (, . .;lN8) 



., 

" 

Passed House, Date -------

WAYSAfm f~UJiS 

«,/,:/9. L,/ HOUSE FILE ---,-7 
BY (PROPOSED COMMITTEE ON 

WAYS AND MEANS BILL BY 

CHAIRPERSON GRONINGA) 

Passed Senate, Date ______ _ 
Vote: Ayes _____ Nays Vote: Ayes ____ Nays 

Approved ________________ _ 

A Bill FOR 

I An Act relating to speculative shell buildings by allowing linked 
investments to be made for purposes of speculative shell 

buildings under certain circumstances and providing income tax 
credits and property tax and sales and use tax exemptions for 

construction of certain speculative shell buildings. 
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BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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1 Section 1. Section 12.32, subsection 1, Code 1991, is 
2 amended to read as follows: 

3 1. "Eligible borrower" means any a person who is in the 
4 business or is entering the business of producing, processing, 

5 or marketing horticultural crops or nontraditional crops in 
6 this state or a for-profit entity constructing a speculative 

7 shell building which building will be exempt or partially 
8 exempt from property tax under section 427.1, subsection 41. 

9 Sec. 2. Section 12.33, Code 1991, is amended to read as 
10 follows: 

11 12.33 LEGISLATIVE FINDINGS AND INTENT -- PURPOSE. 
12 1. The general assembly finds the following: 

13 a. That many horticultural operations throughout the state 
14 are experiencing economic stagnation or decline. 

15 b. That high interest rates have caused potentially viable 

16 operations to cease or not expand in the area of horticultural 

17 or nontraditional crop production, processing, or marketing. 
18 c. That speculative shell buildings are a needed tool in 

19 providing economic development in local areas. 

20 2. The linked investme~ts for tomorrow program provided 

21 for in this division is intended to provide statewide 
22 availability of lower cost funds for lending purposes that 

23 will stimUlate existing or encourage new businesses in the 
24 area of producing, processing, or marketing horticultural or 

25 nontraditional =tOpS or will encourage the construction of 
26 speculative shell buildings. 

27 3. It is the public policy of the state through the linked 

28 investments for tomorrow program to create an availability of 

29 lower cost funds to inject needed capital into the business of 
30 producing, processing, or marketing horticultural crops or 
31 nontraditional crops or for the construction of speculative 
32 shell buildings. 

33 Sec. 3. Section 12.35, subsection 1, Code 1991, is amended 
34 to rea~ as follows: 

35 1. An eligible lending institution that desires to receive 
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S.F. _______ H.F • 

a linked investment shall accept and review applications for 
loans from eligible borrowers. The lending institution shall 

apply all usual lending standards to determine the credit 
worthiness of each eligible borrower. Loan applications shall 
be for the purchase or lease of land, machinery, equipment, 
seed, fertilizer, direct marketing facilities, or new or 
expanding processing facilities for horticultural crops or 
nontraditional crops, or for the construction of speculative 
shell buildings by an eligible borrower. The maximum size of 
a loan is two hundred thousand dollars per borrower for a 

production loanL end five hundred thousand dollars for 
processing or marketing facilities, and two hundred fifty 

thousand dollars for the construction of a speculative shell 
building. 

Sec. 4. NEW SECTION. 422.110 SPECULATIVE SHELL BUILDING 
TAX CREDIT. 

1. The taxes imposed under this division less the credits 
allowed under sections 422.llA, 422.11B, 422.12, and 422.l2B 

shall be reduced by an investment tax credit for a speculative 
shell building, which building is receiving or will receive an 

exemption or partial exemption from property taxation under 
section 427.1, subsection 41. An individual may claim the 

credit allowed a partnership, subchapter S corporation, or 
estate or trust electing to have the income taxed directly to 
the individual. The amount claimed by the individual shall be 
based upon the pro rata share of the individual's earnings of 

a partnership, subchapter S corporation, or estate or trust. 
2. The amount of the credit is equal to five percent of 

the cost of constructing a speCUlative shell building. The 
tax credit is available for the first tax year ill which the 

taxpayer may take depreciation on the speculative shell 
building. Any credit in excess of the tax liability for the 
tax year may be credited to the tax liability for the 
following five years or until depleted, whichever is earlier. 

Sec. 5. Section 422.33, Code Supplement 1991, is amended 
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1 by adding the following new subsection: 

2 NEW SUBSECTION. 9. a. The taxes imposed under this 

3 division shall be reduced by an investment tax credit for a 
4 speculative shell building, which building is receiving or 
5 will receive an exemption or partial exemption from property 

6 taxation under section 427.1, subsection 41. 
7 The amount of the credit is equal to five percent of the 
8 cost of constructing a speculative shell building. The tax 

9 credit is available for the first tax year in which the 
10 taxpayer may take depreciation on the speculative shell 

11 building. 

12 b. Any credit in excess of the tax liability for the tax 

13 year may be credited to the tax liability for the following 
14 five years or until depleted, whichever is earlier. 

15 Sec. 6. Section 422.45, Code Supplement 1991, is amended 
16 by adding the following new subsection: 

17 NEW SUBSECTION. 47. a. The gross receipts from the sale 
18 of tangible personal property to a for-profit entity to be 

19 used in the construction of a speculative shell building which 
20 will be exempt or partially exempt from property taxation 

21 under section 427.1, subsection 41, if such tangible personal 

22 property becomes an integral part of the building. 
23 b. If the speculative shell building which will be exempt 
24 or partially exempt from property taxation under section 

25 427.1, subsection 41, is to be built by a contractor under a 
26 written construction contract with the for-profit entity, the 

27 for-profit entity ruay make application to the department for 

28 refund of the sales or use tax paid on tangible personal 

29 property which becomes an integral part of the building. 

30 (1) Such contractor shall state under oath, on forms 

31 provided by the department, the amount of such sales of 
32 tangible personal property used in the performance of such 

33 co~tract, and upcn which sales or use tax has been paid, and 
34 shall flle such forms with the for-profit entity which has 

35 made any written contract for performance by the contractor. 

-3-
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1 The forms shall be filed by the contractor with the for-profit 
2 entity before final settlement is made. 
3 (2) Such for-profit entity shall, not more than six months 
4 after the final settlement has been made, make application to 

5 the department for any refund of the amount of such sales or 
6 use tax which shall have been paid upon any tangible personal 
7 property, such application to be made in the manner and upon 
8 forms to be provided by the department, and the department 
9 shall forthwith audit such claim and, if approved, issue a 

10 warrant to such for-profit entity in the amount of such sales 
11 or use tax which has been paid to the state of Iowa under such 
12 contract. 

13 (3) Any contractor who shall willfully make false report 
14 of tax paid under the provisions of this subsection shall be 
15 guilty of a simple misdemeanor and shall be liable for the 
16 payment of the tax and any applicable penalty and interest. 
17 Sec. 7. Section 427.1, subsection 41, unnumbered paragraph 
18 1, Code Supplement 1991, is amended to read as follows: 
19 New construction of shell buildings by community 
20 development organizations or for-profit entities for 
21 speculative purposes or the portion of the value added to 
22 buildings being reconstructed or renovated by community 

23 development organizations or for-profit entities in order to 
24 become speculative shell buildings. The exemption or partial 
25 exemption shall be allowed only pursuant to ordinance of a 
26 city councilor board of supervisors, which ordinance shall 
27 specify if the exemption will be available for community 
28 development organizations, for-profit entities, or both, and 

29 shall be effective for the assessment year in which the 
30 building is first assessed for property taxation or the 

31 assessment year in which the reconstruction or renovation 
32 first adds value and all subsequent years until the property 

33 is leased or sold or for a specific time period stated in the 
34 ordinance or until the exemption is terminated by ordinance of 
35 the city councilor board of supervisors which approved the 
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1 exemption. If the shell building or any portion of the shell 
2 building is leased or sold, the portion of the shell building 

3 which is leased or sold shall not be entitled to an exemption 

4 under this subsection for subsequent years. An application 

S shall be filed pursuant to section 427B.4 for each project for 
6 which an exemption is claimed. Upon the sale of the shell 

7 building, the shell building shall be considered new 
8 construction for purposes of section 427B.l if used for 

9 purposes set forth in section 427B.l. 
10 Sec. 8. Section 427.1, sUbsection 41, paragraphs band c, 

11 Code Supplement 1991, are amended to read as follows: 
12 b. "New construction" means new buildings or structures 

13 and includes new buildings or structures which are constructed 
14 as additions to existing buildings or structures. "New 

15 construction" also includes reconstruction or renovation of an 
16 existing building or structure which constitutes complete 
17 replacement of an existing building or structure or refitting 
18 of an existing building or structure, if the reconstruction or 

19 renovation of the existing building or structure is required 
20 due to economic obsolescence, if the reconstruction or 

21 renovation is necessary to implement recognized industry 
22 standards for the manufacturing or processing of products, and 

23 the reconstruction or renovation is required in order to 
24 competitively manufacture or process products or for community 

2S development organizations or for-profit entities to market a 
26 building or structure as a speculative shell building, which 

27 determination must receive prior approval from the city 
28 council of the city or county board of supervisors of the 

29 county. 
30 c. "Speculative shell building" means a building or 

31 structure owned and constructed or reconstructed by a 

32 community development organization or a for-profit entity 

33 without a tenant or buyer for the purpose of attracting an 
34 employer or user which will complete the building to the 

35 employer's or user's specification for manufacturing, 

-5-



. . 
S.F. ____ H.F • 

1 processing, or warehousing the employer's or user's product 
2 line. 
3 EXPLANATION 
4 The bill allows loans to be made under the linked 

5 investments for tomorrow program for the construction of 
6 speculative shell buildings. In addition, tax exemptions are 

7 granted to these buildings funded through the linked 
8 investment program for sales and use taxes on the construction 
9 materials and property tax. An investment-type credit is 

10 provided for construction of these buildings for state 
11 individual and corporate income tax purposes. 
12 
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HOUSE FILE 2484 

AN ACT 
RELATING TO SPECULATIVE SHELL BUILOINGS BY ALLOWING A POR­

PROFIT ENTITY TO RECBIVE A PROPERTY TAX EXEHPTION POR 

THE BUILDING UNoeR ceRTAIN CIRCUMSTANCES AND ALLQWING 
ACCELERATED OEPRECIA~ION OF THE BUILDING FOR INCOMB TAX 

PURPOSES AND PROVIDING APPLICABIL[TY DATE PROVISIONS. 

8B IT ENACTED BY THE GENeRAL ASSEMBLY OF THE STATE OF IOWAI 

Section 1. Section 422.7, Code Supplement 1991, lS amended 
bV addinq the tollowin9 nev subsectionl 

NEW SUBSECTION. 26. Add depreclation taken for federal 
lncome ta~ purposes on a speculative shell building defined in 
section 421.1, subsection 41 which is owned by a for-profit 
entitl' and the for-profit entity 1a recelvinq the proper talC 

exe~ption. Subtract depreciation computed as if the 
speculative shell bul1dlnq were classified as fifteen-year 

property under the accelerated cost recovery system of the 
Internal Revenue Code durinq the period durinq which it i. 
owned by the for-profit entity and is receivinq the property 
tax exemption. Hovever, this subsection does not apply to a 
speculative shell buildinq which is used by the for-proflt 
entity, subsidiary of the for-profit entity, or majority 

owners of the for-profit entitl'. for other than as a 
speculative shell buildin9, as defined in section 427.1, 

subsection 41. 

Sec. 2. Section 422.35, Code Supplement 199., lS a~ended 
bl' adding the following new subsectionl 

NEW SUBSECTION. 15. Add depreciation taken for federal 

income tax purposes on a speculative sheil building defined in 
sectlon 427.1. subsection 41 which is owned bl' a for-profit 
entlty and the for-profit entity i8 recelvinq the proper tax 
exe~ptlon. Subtract depreciation computed dS if the 
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speculatlve shell building were classlfled as flfteen-year 

property durlng the period during WhlCh lt 19 owned by the 
taxpayer and is receivinq the property tax exemption. 

However, this subsection does not apply to a speculative shell 
buildlnq which Is used by the taxpayer, subsidiary of the 

taxpal'er, or majority owners of the taxpayer, for other than 
as a speculative shell building, aa defined in section 427.1. 

subsect ion 41. 
Sec. 3. Section 427.1. subsection 41, unnumbered paraqraph 

1. Code Supplement 1991, is amended to read as follows: 
New construction of shell buildings by community 

development orqanilations or for-profit entities for 
speculative purposes or the portion of the value added to 
buildings beinq reconstructed or renovated by co~~unity 
development orqanizations or for-profit entities in order to 
become speculative shell bulldinqs. The exemptlon or partial 
exemption shall be alloved only pursuant to ordinance of a 

city councilor board of supervisors, which ordinance shall 
specify if the exemption will be available for community 

development organizations, tor-profit entities, or both, and 
ahall be effective tor the a8seasment year in which the 

building ia fir8t aSBeased tor property taxation or the 
a8sessment year 1n which the reconstruction or renovation 
first adda value and all subeequent years until the property 
18 leased or sold or for a specific time period atated in the 

ordinance or until the exemption is terminated by ordinance of 
the city councilor board of 8upervieors which approved the 

exemption. Eligibility for an exemption as a speculative 
shell budding shall be determined as at January 1 of the 

!!~~nt year. However, an exe~ption shall not be granted a 
speculatlve shell building of a for-protlt enttty if the 

building is used by the for-profit entity, SubSidiary of the 
for-proeit entity, or tDajority ownar9 of the tor-profit entity 
for other than as a apeculative shell buil~ If the sheil 
buildtnq or any portion of the shell buiiding is leased or 
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:..old. t,h(' portion ot the shell bUIl<lIng which IS 1."<1:34'01 or 

sold qha II not bl! ent 1 tled lo an expmpt Ion und(>r t tll::; 

<;uhsecc'lon ('or !)ubsequent years. An "ppllcdtl0n !.ohdll bf> 

fllpd pUI~udnl to section 427B.4 for each proJect tOI which dn 

e:{(~mptlon 1") cl.limp.d. upon the sale of th(> shell bUlldloq. 

the shell bUIldlnq shelll bl" considered n(>t.' const,uct·lon for 

purposes ()f section 4278.1 Lf used for purposes q,et' forth In 

sp.L"tLon 4278.1. 

Sec. 4. Section 427.1, subsectlon 41. p,lCdgrdphs hand c, 

Code Supplemcnt 1991, are drnended to rf~ad as follow!';.: 

b, -New construction" means new bUlldlnqs or c;tructureq. 

clnd Lncludp., new bUildings or structure,> .... hlCh are c()nstructed 

as dddit.lon!i to eX1sting buildings or structures. "New 

construct lon" also includes reconstruction or renovation of an 

e.lClstinq bUilding or structure vhlch constltut.es complete 

replelcemcnt of an existing building or structure or refltting 

of an eXLst ing l1uLldi.nq or structure, If t.he recon:~truction or 

renovatlon of the exisUng building or structure 19 requated 

due to economic obsolescence. if the reconstruction or 

renovallon 1S np.cessary to lmplement recoqn.~ed industry 

standards for the manufacturinq or proces~Hnq of products. and 

the reconstructlon or renovation IS requlred in order to 

competltively mdnufacture or process products or for community 

development orqantzations or for-p!~~~.~ to market a 

l'Iul1dlng or structure as a speculative shell buildlnq, whlCh 

determinatlon must receLve prior approval from the Clty 

counc11 of t.he city or county board of sUperVl!iOrS ot t.he 

county. 

c. "Spp.culatlve shell bUlldLng" means a bUlldlnq or 

structure owned ~nd constructed or reconstructed by a 

cott\Jl1unLty developcTlent orgdnlzation Q!....<!. .. for-p!g~~.~.!.!..!..1. 
without ell tp.nclnt or buyer for the purpose of attracting an 

employer or user which wLll complete the buildinq to the 

.,mploye-r's or IIser's spec1ticatLon for manufacturlnq, 

processln<j. or warehouslnq the employer's or usec's product 

line. 
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Sec.~. Se~tlon I of t~IS Act appilf>s rrtlo~ctlvely to 

January 1, 1992, for tax years beqlnnlnq on ()r dtter thelt 

date. S~ctlon 2 of thiS Act applles to tdX years beqlnnlng on 

or aftpr July 1, 1992. 

ROBERT C. ARNOUL.D 

Speaker of the Housc 

---_.----- .. 
M [CHAEI. E. GRDNS1'AL 

President of the Senate 

I hereby certlfy that this bill OClqinated 1n t.he House and 

is known as House File 2484, Seventy-fourt.h General Assembly. 

Approved ~ 
TERRY E. BRANSTAO 

Governor 

JOSEPH O'l1ERN 

Chlef Clerk of the House 
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