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Comments on the Exposure Draft Transfers of Investment Property (Proposed 
amendment to IAS 40) 
 
To the Board Members: 
 
The Japanese Institute of Certified Public Accountants (“we” and “our”) appreciates the 
continued efforts of the International Accounting Standards Board (“IASB” or “Board”) 
on this project, and welcomes the opportunity to comment on the Exposure Draft 
Transfers of Investment Property (Proposed amendment to IAS 40) (“ED”).  
 
 
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? 
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Comment: 
We do not agree with the IASB’s proposed amendment. 
 
We support the objective of the ED to clarify when a change in use occurs. 
Notwithstanding, we assume that the proposed amendment of the ED is not likely to 
remove or reduce diversity in practice. Thus, we do not agree with the proposed 
amendment in the ED. We believe that the IASB should redefine the principle on when 
a property should be transferred if there is a change in use, and provide for certain 
guidance to support such decision. 
 
For example, when a building held or under construction with a view to sale is 
converted to a rental property, taking account of the market conditions, we assume that 
the following processes would occur in general:  
(1)  a decision-making body approves a change in use of the building to convert it from 

property held for sale to the rental building; 
(2)  make renovation to change conditions (when necessary); 
(3)  enter into an operating lease agreement with a third party and; 
(4)  an operating lease is commenced. 

 
In the ED, the transfer of a property to, or from, investment property caused by a change 
in use would depend on whether the said property meets, or ceases to meet, the 
definition of investment property. Given that investment property is defined as 
“property held to earn rentals or for capital appreciation or both” in paragraph 5 of IAS 
40 and even land held for a currently undetermined future use and property that is being 
constructed or developed for future use would meet the definition of investment 
property in paragraph 8 (b) and (e) of IAS 40, among examples above, we may consider 
that the definition of an investment property is met when an approval by the 
decision-making body is obtained as specified in (1) and a transfer may occur as a result 
of a change in use. 
 
Meanwhile, the ED emphasizes evidence that supports a change in use, and a list of 
circumstances set out in paragraph 57 of IAS 40 is re-characterised as a non-exhaustive 
list of examples of evidence. Given that the said list includes, among other things, an 
example that a transfer from inventories to investment property shall be made when 
“commencement of an operating lease to another party” in paragraph 57 (d) of IAS 40, 
we may consider that a transfer caused by a change in use would occur only when an 
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operating lease is commenced, as referred to an example (4) above. 
 
As specified above, we note that examples in the ED may not be always aligned with 
the outcome determined based on the definition of investment property as proposed in 
the ED, and which we believe may possibly mislead or confuse preparer of financial 
statements. In addition, we may not consider that the proposed amendment would 
remove or reduce diversity in practice. 
 
Accordingly, we believe that the IASB should redefine the principle on when a property 
should be transferred if there is a change in use, and provide for certain guidance to 
support such decision.  
 
 
Question 2— Transition provisions 
The IASB proposes retrospective application of the proposed amendment to IAS 40. 
Do you agree? Why or why not? 

 
Comment: 
We do not provide any comment as we do not agree with the proposed amendment of 
the ED. 
 
 
Yours faithfully, 
 
Keiko Kishigami 
Executive Board Member－Accounting Practice (IFRS) 
The Japanese Institute of Certified Public Accountants 
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