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21 March 2016 
Mr. Hans Hoogervorst
Chairman 
International Accounting Standardds Board 
30 Cannon Street
London EC4M 6XH
UNITED KINGDOM 
Dear Hans, 

AOSSG comm ments on IASB Exposure Draft ED/2015/9 
Transfers of Investtment Property: Proposed amendment to IASS 40 

The Asian-Oceanian Standard-Settters Group (AOSSG) is pleased to provide co omments on the 
IASB ED/2015/9 Transfers of Inveestment Property: Proposed amendment to IA AS 40. In
formulating its views, the AOSSG G sought the views of its constituents within eaach jurisdiction. 
The AOSSG currently has 26 mem mber standard-setters from the Asian-Oceania an region: Australia, 
Brunei, Cambodia, China, Dubai, HHong Kong, India, Indonesia, Iraq, Japan, Kaazakhstan, Korea, 
Macao, Malaysia, Mongolia, Nepa ial, New Zealand, Pakistan, Philippines, Saudi Arabia, Singapore, 
Sri Lanka, Syria, Thailand, Uzbek kistan, and Vietnam. 
To the extent feasible, this submisssion to the IASB reflects in broad terms the c collective views of
AOSSG members. Each member standard-setter may also choose to make a se eparate submission 
that is consistent or otherwise withh aspects of this submission. The intention of the AOSSG is to 
enhance the input to the IASB fromm the Asian-Oceanian region and not to preveent the IASB from 
receiving the variety of views that individual member standard-setters may holdd. This submission 
has been circulated to all AOSSG members for their feedback after having initi ially been 
developed. 
Overall, the AOSSG members g generally support the proposed amendmentts. However, many 
members consider that the propos sed amendments should provide additional c clarification on how 
the principle of paragraph 57 of IAS 40 should be applied when there is aa change in use of 
properties and provide additional l examples of evidence of a change in use oof properties. With 
regard to the ED s transition prov visions, there are mixed views. While many y AOSSG members 
agree with the retrospective appl lication as the ED suggested, some argue thhat the prospective 
application would be more appr ropriate to lighten the significant burden inn measurement for 
preparers. 

www.aossg.org
chair@aossg.org vice-chaair@aossg.org 
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Yours sincerely, 

Jee In Jang	
AOSSG Chair
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APPENDIX 
Detailed comments on IASB ED//2015/9 Transfers of Investment Property: : Proposed 
amendment to IAS 40 

Question 1— Proposed ame endment 
The IASB proposes to amend par 
(a) state that an entity shall transf 
when, there is evidence of a ch 
or ceases to meet, the definitio 

(b) re-characterise the list of circu 
list of examples of evidence th 

Do you agree? Why or why not? 

ragraph 57 of IAS 40 to: 
fer a property to, or from, investment property 
hange in use. A change in use occurs when th 
on of investment property. 
umstances set out in paragraph 57(a)–(d) as a 
hat a change in use has occurred instead of an 

y when, and only 
he property meets, 

a non-exhaustive 
n exhaustive list. 

1.		 The AOSSG members geneerally agree with the proposed amendmentts. However, many
members recommend that th he IASB provide clarification on how the prinnciple of paragraph 
57 of IAS 40 should be apppllied when there is a change in use of propertties, particularly on 
the transfer of properties un inder construction that were previously classified as inventories 
but newly reclassified as in nvestment properties. Members also recomm mend that the IASB 
provide examples of eviden nce of a change in use of properties. Suggeested examples are 
outlined in paragraph (a) beelow. In addition, some members point out t that consequential 
amendments will be require ed to paragraph 58 of IAS 40 in order to beetter align with the 
ED's proposal. Suggested co onsequential amendments are outlined in para agraph (b) below. 
(a)		Evidence of a change in uuse of properties 
Many members suggest mmore examples or guidance should be proviided on identifying 
the types of evidence of aa change in use of properties: 

(i) One member believes that an entity s internal documents p prepared 
and approved in accordance with its formal procedures (su uch as, 
relevant documuments and minutes of board of directors meeetings) or 
public docum ments that show the entity s decision to changee its policy 
for the use of a property (such as, a press release) should bbe 
considered as s part of the evidence. 

(ii) Some membe ers believe that the evidence of transfers to, orr from, 
investment pr roperty during the construction stage may incllude 
obtaining app proval from relevant regulatory bodies for a chhange in 
the use of the property under construction when the legal a and 
regulatory fra amework requires so. 

(iii) Another mem mber believes that entities having carried out s substantial 
actions to proove that the change in use of the property doess happen 
could constitu ute an evidence of a change in use of propertiees, for 
example, whe en the leasing contract has been signed or the relevant 
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endments proposed are underlined).

leasing arran s expired
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have started, minated
and the const able for
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Some memb e IASB
specifies clea 57(d) of
IAS 40 appli
inventories t would be
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Another me he body

’ ntion is
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IASB’s view

One member points out d why the retained
guidance in paragraph 5 ‘ a view to sale’ is
intended to be an except eption prohibits an
ntity from transferring o inventories if it

is develop course of business
suggest t

entity’s policy for the us ere reclassification
should be made while a for example, where
a property is under co embers
paragraph 58 of IAS 40 graph 57 of the ED
without making consequ mmend
wording changes (propos struck

re estment property to
inventories when, an se
for the use of the p ates that
commencement tes evidence that

demonstrates the ’ se of the prope
such that an invest tory
an entity decides out
demonstrates the ’ ch as subsequent

t co t property until it is
derecognised (elimin does not treat it as
inventory. Similarly, estment property for
continued future use investment property
and is not reclassifie pment.

re larify
applied to property un avoid unintended
ambiguity as follows (a

leasing arrangement has been made, the leasing contract h
or been terminated and promotional activities to sell the p
have started, or the leasing contract has expired or been te

tivities to make it sui
if t

specifies clearly that the example as provided in paragrap
IAS 40 applies to transfers of completed investment prop

consider that it
unreasonable to expect that leases can commence while th
Another member is of the view that it would be useful for

that a change in management’s int
consiste

) whether a
guidance in paragraph 58 on ‘commencement of development wit ’

) whether the ex
ntity from transferring investment property under development

is development, albeit for subsequent sale in the ordinar
should be reworde

there are circumstances w
should be made while a property is yet to be made available for use

One of the
paragraph 58 of IAS 40 would not be fully aligned with amended par

rec
wording changes (proposed additions are underlined and deletions are

requires an entity to transfer a property from in
Subparagraph (b) of the paragraph s

constit
demonstrates the entity’s decision to change its policy for the
such that an investment property should be reclassified to inve
an entity decides to dispose of an investment property wit
demonstrates the entity’s decision to change its policy (s

t continues to treat the property as an investme
derecognised (eliminated from the statement of financial position) an
inventory. Similarly, if an entity begins to redevelop an existing in
continued future use as investment property, the property remains a

occupied property during the redevel

paragraph 57 of IAS 40 to explicitly
applied to property under construction or development so as t

leasing arrang gement has been made, the leasing contract haas expired 
or been terminnated and promotional activities to sell the pr roperty 
have started, oor the leasing contract has expired or been terrminated 
and the constrruction or decoration activities to make it suittable for 
owner-occupaation have started. 

(iv) Some membe ers are of the view that it would be useful if th he IASB 
specifies clearrly that the example as provided in paragraph h 57(d) of 
IAS 40 appliees to transfers of completed investment propeerties from 
inventories to o investment properties. They consider that it would be 
unreasonable to expect that leases can commence while thee property 
is still under cconstruction. 

(v) Another mem mber is of the view that it would be useful for tthe body 
of the Standarrd to note that a change in management s inte ention is 
by itself insuf fficient evidence of a change in use (consistennt with the 
IASB s view stated in paragraph BC3(b)). 

(b) Consequential review of pparagraph 58 
One member points out that the IASB should clarify (i) whether an nd why the retained 
guidance in paragraph 588 on commencement of development with h a view to sale is 
intended to be an exceptiion to the proposals; and (ii) whether the excception prohibits an 
entity from transferring investment property under development tto inventories if it 
continues as-is developmment, albeit for subsequent sale in the ordinary y course of business. 
Some members suggest thhe term "a change in use" should be rewordedd to "a change in an 
entity s policy for the use e of a property" as there are circumstances whhere reclassification 
should be made while a p property is yet to be made available for use ( (for example, where 
a property is under connstruction or development). One of the m members notes that 
paragraph 58 of IAS 40 w would not be fully aligned with amended para agraph 57 of the ED 
without making consequeential amendments thereto. The member reco ommends following 
wording changes (proposeed additions are underlined and deletions are struck-out). 
58		 Paragraph 57(b) req quires an entity to transfer a property from invvestment property to 

inventories when, andd only when, there is evidence of a change in uusean entity’s policy 
for the use of the prroperty. Subparagraph (b) of the paragraph st tates that evidenced 
by commencement of development with a view to sale constituutes evidence that 
demonstrates the e entity s decision to change its policy for the uuse of the property, 
such that an investmment property should be reclassified to inven ntory. Hence, wWhen 
an entity decides to dispose of an investment property with hout evidence that 
demonstrates the entity s decision to change its policy (su uch as subsequent 
development), it con ntinues to treat the property as an investmen nt property until it is 
derecognised (eliminaated from the statement of financial position) andd does not treat it as 
inventory. Similarly, if an entity begins to redevelop an existing inv vestment property for 
continued future use as investment property, the property remains an n investment property 
and is not reclassified d as owner-occupied property during the redevelo opment. 

(c) Other comments 
One member suggests revvising paragraph 57 of IAS 40 to explicitly c clarify that it can be 
applied to property und der construction or development so as to o avoid unintended 
ambiguity as follows (am mendments proposed are underlined). 
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8 Accounting Policies, Changes in Accounting Estimates an
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such that an entity should measure the fair value o
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57		 An entity shall traansfer a property (including property undder construction or 
development) to, oor from, investment property when, and onnly when, there is
evidence of a changge in use. A change in use occurs when thee property meets, or
ceases to meet, thee definition of investment property. Examplees of evidence that 
support a change in use that would lead to a transfer to, o or from, investment 
property include, ammong others: 
(a) ... 

The member points out tthat the texts of paragraphs 57(a) to (d) sho ould not be bold as 
they are only examples annd not the principle of the Standard. 

Question 2— Transition provvisions 
The IASB proposes retrospectiv
agree? Why or why not? 

ve application of the proposed amendment too IAS 40. Do you 

2.		 There are mixed views on th he transition provisions. Some members agre ee with the proposal 
to require retrospective app plication of the proposed amendment to IASS 40 in accordance 
with IAS 8 Accounting Poliicies, Changes in Accounting Estimates and d Errors. However, 
some of them recommend tthat the IASB provide transitional relief in order to avoid the 
potential use of hindsight inn determining the fair value of property on innitial application of 
the amendments such that an entity should measure the fair value off a property newly 
reclassified as an investme ent property at the beginning of the perio od. Other members 
consider that prospective aapplication would be more appropriate as applying the ED's 
proposal retrospectively cou uld be a significant burden (such as identify ying the cumulative 
adjustment to retained earniings or another component of equity) to pre eparers and involve 
hindsight in identifying the point of a change in use and the fair value of properties under 
construction at that time. 
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