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How to comment on this Exposure Draft 

Constituents are strongly encouraged to respond to the AASB and the IASB.  The AASB is 
seeking comment by 15 February 2016.  This will enable the AASB to consider Australian 
constituents’ comments in the process of formulating its own comments to the IASB, which 
are due by 18 March 2016. 

Formal submissions 

Submissions should be lodged online via the ‘Work in progress – open for comment’ page of 
the AASB website (www.aasb.gov.au) as a PDF document and if possible, a Word document 
(for internal use only). 

Other feedback 

Other feedback is welcomed and may be provided via the following methods: 

E-mail standard@aasb.gov.au 
Phone (03) 9617 7600 

All submissions on possible, proposed or existing financial reporting requirements, or on the 
standard-setting process, will be placed on the public record unless the Chair of the AASB 
agrees to submissions being treated as confidential.  The latter will occur only if the public 
interest warrants such treatment. 
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This document contains IFRS Foundation copyright material.  Reproduction within Australia 
in unaltered form (retaining this notice) is permitted for personal and non-commercial use 
subject to the inclusion of an acknowledgment of the source.  Requests and enquiries 
concerning reproduction and rights for commercial purposes within Australia should be 
addressed to The Director of Finance and Administration, Australian Accounting Standards 
Board, PO Box 204, Collins Street West, Victoria 8007. 

All existing rights in this material are reserved outside Australia. 
Reproduction outside Australia in unaltered form (retaining this notice) is permitted for 
personal and non-commercial use only.  Further information and requests for authorisation to 
reproduce for commercial purposes outside Australia should be addressed to the 
IFRS Foundation at www.ifrs.org. 
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AASB REQUEST FOR COMMENTS 

The International Accounting Standards Board (IASB) has proposed amendments to IAS 40 
Investment Property (to be incorporated into AASB 140 of the same name). 

The Australian Accounting Standards Board’s (AASB’s) policy is to incorporate International 
Financial Reporting Standards (IFRSs) into Australian Accounting Standards.  Accordingly, 
the AASB is inviting comments on: 

(a) any of the proposals in the attached International Accounting Standards Board (IASB) 
Exposure Draft, including the specific questions on the proposals as listed in the 
Invitation to Comment section of the attached IASB Exposure Draft; and  

(b) the ‘AASB Specific Matters for Comment’ listed below. 

AASB Specific Matters for Comment 

The AASB would particularly value comments on the following: 

1. whether there are any regulatory issues or other issues arising in the Australian 
environment that may affect the implementation of the proposals, particularly any issues 
relating to: 

(a) not-for-profit entities; and 

(b) public sector entities, including GAAP/GFS implications; 

2. whether, overall, the proposals would result in financial statements that would be useful 
to users; 

3. whether the proposals are in the best interests of the Australian economy; and 

4. unless already provided in response to specific matters for comment 1 – 3 above, the 
costs and benefits of the proposals relative to the current requirements, whether 
quantitative (financial or non-financial) or qualitative.  In relation to quantitative 
financial costs, the AASB is particularly seeking to know the nature(s) and estimated 
amount(s) of any expected incremental costs, or cost savings, of the proposals relative to 
the existing requirements. 
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Introduction 

The International Accounting Standards Board (IASB) has published this Exposure Draft of a 
proposed amendment to paragraph 57 of IAS 40 Investment Property. 

Paragraph 57 of IAS 40 provides guidance on transfers to, or from, investment properties. 
However, it does not specifically address whether a property under construction or 
development that was previously classified as inventory could be transferred to investment 
property when there is an evident change in use. 

The IASB proposes to amend paragraph 57 of IAS 40 to: 

(a)	 state that an entity shall transfer a property to, or from, investment property when, 
and only when, there is a change in use of a property supported by evidence that a 
change in use has occurred; and 

(b)	 re-characterise the list of circumstances set out in paragraph 57(a)–(d) as a 
non-exhaustive list of examples of evidence that a change in use has occurred 
instead of an exhaustive list. 

© IFRS Foundation	 4 
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Invitation to comment 

The IASB invites comments on the proposals in this Exposure Draft, particularly on the 
questions set out below. Comments are most helpful if they: 

(a) comment on the questions as stated; 

(b) indicate the specific paragraph(s) to which they relate; 

(c) contain a clear rationale; and 

(d) describe any alternative that the IASB should consider, if applicable. 

The IASB is not requesting comments that are not addressed in this Exposure Draft.  
Comments should be submitted in writing so as to be received no later than 18 March 2016.  

Questions for respondents 

Question 1—Proposed amendment 

The IASB proposes to amend paragraph 57 of IAS 40 to: 

(a) state that an entity shall transfer a property to, or from, investment property 
when, and only when, there is evidence of a change in use. A change in use 
occurs when the property meets, or ceases to meet, the definition of investment 
property. 

(b) re-characterise the list of circumstances set out in paragraph 57(a)–(d) as a 
non-exhaustive list of examples of evidence that a change in use has occurred 
instead of an exhaustive list. 

Do you agree? Why or why not? 

Question 2—Transition provisions 

The IASB proposes retrospective application of the proposed amendment to IAS 40. Do 
you agree? Why or why not? 

How to comment 
Comments should be submitted using one of the following methods. 

Electronically 
(our preferred method) 

Visit the ‘Comment on a proposal page’, which can be found at: 
go.ifrs.org/comment 

Email Email comments can be sent to: commentletters@ifrs.org 

Postal IFRS Foundation 
30 Cannon Street 
London EC4M 6XH 
United Kingdom 
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All comments will be on the public record and posted on our website unless confidentiality 
is requested. Such requests will not normally be granted unless supported by good reason, 
for example, commercial confidence. Please see our website for details on this and how we 
use your personal data. 

© IFRS Foundation 6 
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[Draft] Amendment to IAS 40 Investment Property 

Paragraph 57 is amended and paragraph 85F is added. Deleted text is struck through 
and new text is underlined. 

Transfers 

57	 Transfers An entity shall transfer a property to, or from, investment 
property shall be made when, and only when, there is evidence of a 
change in use, evidenced by. A change in use occurs when the property 
meets, or ceases to meet, the definition of investment property. Examples 
of evidence that support a change in use that would lead to a transfer to, 
or from, investment property include, among others: 

(a) commencement of owner-occupation, for a transfer from 
investment property to owner-occupied property; 

(b) commencement of development with a view to sale, for a transfer 
from investment property to inventories; 

(c) end of owner-occupation, for a transfer from owner-occupied 
property to investment property; or and 

(d) commencement of an operating lease to another party, for a 
transfer from inventories to investment property. 

(e) [deleted] 

… 

Effective date 

… 

85F	 [Draft] Transfers of Investment Property (Amendment to IAS 40), issued in [date], 
amended paragraph 57. An entity shall apply that amendment for annual 
periods beginning on or after [date to be inserted after exposure]. Earlier 
application is permitted. If an entity applies that amendment for an earlier 
period, it shall disclose that fact. An entity shall apply that amendment 
retrospectively in accordance with IAS 8 Accounting Policies, Changes in Accounting 
Estimates and Errors. 

7	 © IFRS Foundation 
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Approval by the Board of the Exposure Draft Transfers of 
Investment Property (Proposed amendment to IAS 40) 
published in November 2015 

The Exposure Draft Transfers of Investment Property was approved for publication by fourteen 
members of the International Accounting Standards Board. 

Hans Hoogervorst Chairman 

Ian Mackintosh Vice-Chairman 

Stephen Cooper 

Philippe Danjou 

Martin Edelmann 

Patrick Finnegan 

Amaro Gomes 

Gary Kabureck 

Suzanne Lloyd 

Takatsugu Ochi 

Darrel Scott 

Chungwoo Suh 

Mary Tokar 

Wei-Guo Zhang 
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Basis for Conclusions on the Exposure Draft 
Transfers of Investment Property (Proposed amendment to 
IAS 40) 

This Basis for Conclusions accompanies, but is not part of, the proposed amendment. 

Transfers of investment property 

BC1 The International Accounting Standards Board (IASB) received a question 
regarding the application of paragraph 57 of IAS 40 Investment Property, which 
sets out requirements on transfers to, or from, investment properties. The 
request asked whether a property under construction or development that was 
previously classified as inventory could be transferred to investment property 
when there is evidence of a change in use. 

BC2 The IASB observed that the improvements issued in May 2008 (Improvements to 
IFRSs) included an amendment to IAS 40. This amendment revised IAS 40 to 
include within its scope ‘property that is being constructed or developed for 
future use as investment property’ (see paragraph 8(e) of IAS 40). A 
consequential amendment was made to IAS 16 Property, Plant and Equipment; 
previously, IAS 16 applied to a property that is being constructed or developed 
for future use as investment property until the construction or development was 
completed. The IASB observed that the improvements issued in May 2008 did 
not make corresponding amendments to paragraph 57 of IAS 40 on transfers to, 
or from, investment properties. 

BC3 The IASB observed that paragraph 57 of IAS 40 requires transfers to, or from, 
investment properties when, and only when, there is a change in use of a 
property supported by evidence that a change in use has occurred. The IASB 
further noted that the words ‘when, and only when’ in paragraph 57 are 
important to ensure that a transfer is limited to situations in which changes in 
use have taken place. The IASB observed that a change in use would involve: 

(a) an assessment of whether a property qualifies as an investment property; 
supported by 

(b) evidence that a change in use has occurred, instead of merely being a 
change in management’s intention. 

BC4 The IASB observed that the list of circumstances that provide evidence of a 
change in use set out in paragraph 57(a)–(d) of IAS 40 is exhaustive (as shown by 
the references to ‘when and only when’ and ‘evidenced by’ in that paragraph) 
and therefore this paragraph was meant to be applied only in narrow 
circumstances. 

BC5 However, the IASB decided to propose that the list of circumstances that provide 
evidence of a change in use in paragraph 57(a)–(d) not be exhaustive and should 
only be a list of examples of evidence that a change in use has occurred. The 
IASB also decided to propose that an entity should transfer property under 
construction or development into, or out of, investment property when, and 
only when, there is evidence of a change in the use of such property. 

9 © IFRS Foundation 
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BC6	 Consequently, the IASB proposes to re-characterise the list of circumstances set 
out in paragraph 57(a)–(d) as a non-exhaustive list of examples of evidence that a 
change in use has occurred instead of an exhaustive list, and to emphasise that 
evidence of the change in use is required. The IASB does not propose to add 
more examples of circumstances that evidence a change in use because the focus 
should be on the principle that transfers to, or from, investment property and 
should reflect a change in the use of that property, which is supported by 
evidence. 

BC7	 The IASB proposes retrospective application of the amendment included in the 
Exposure Draft. This is because the IASB noted that a transfer into, or out of, 
investment property would result in a change in the measurement basis, and a 
change in the measurement basis is a change in an accounting policy, in 
accordance with paragraph 35 of IAS 8 Accounting Policies, Changes in Accounting 
Estimates and Errors. 

© IFRS Foundation	 10 



 

International Accounting Standards Board® (IASB® ) 

The IASB is the independent standard-setting body of the IFRS Foundation® 

30 Cannon Street | London EC4M 6XH | United Kingdom 

Telephone: +44 (0)20 7246 6410 | Fax: +44 (0)20 7246 6411 

Email: info@ifrs.org | Web: www.ifrs.org 

Publications Department 

Telephone: +44 (0)20 7332 2730 | Fax: +44 (0)20 7332 2749 

Email: publications@ifrs.org 


	ACCED272_11-15_Preface.pdf
	How to comment on this Exposure Draft
	Formal submissions
	Other feedback

	AASB request for comments
	AASB Specific Matters for Comment



