Indian Accounting Standard (Ind AS) 40
Investment PropertyRecognition + Measurement


Objective
The objective of this Standard is to prescribe the accounting treatment for investment
Property and related disclosure requirements.

Scope


This Standard does not deal with matters covered in Ind AS 17, Leases, including:
(a) Classification of leases as finance leases or operating leases;
(b) Recognition of lease income from investment property (see also Ind AS 115,
Revenue from Contracts with Customers);
(c) Measurement in a lessee’s financial statements of property interests held under a lease accounted for as an operating lease;
(d) Measurement in a lessor’s financial statements of its net investment in a finance lease;
(e) Accounting for sale and leaseback transactions; and
(f) Disclosure about finance leases and operating leases.

This Standard does not apply to:
(a) Biological assets related to agricultural activity (see Ind AS 41, Agriculture and Ind AS 16 Property, Plant and Equipment); and
(b) Mineral rights and mineral reserves such as oil, natural gas and similar nonregenerative resources.



Classification of property as investment property or owner-occupied
Property



	Investment Property
	Owner’s Occupied Property

	Land held for long-term capital appreciation rather than for short-term sale in the ordinary course of business.
	Property intended for sale in the ordinary course of business or in the process of construction or development for such sale (Ind AS 2).

	If an entity has not determined that it will use the land as owner-occupied property or for short-term sale in the ordinary course of business, the land is regarded as held for capital appreciation.
	· Property held for future use as owner-occupied property
· Property occupied by employees whether or not the employees pay rent at market rates.
· owner occupied property awaiting disposal

	A building owned by the entity (or Finance Lease) or Vacant, and leased out or held to be leased out under one or more operating leases.
	Property that is leased to another entity under a finance lease.

	Property that is being constructed or developed for future use as investment property.
	Property held for future development and subsequent use as owner-occupied property

	Some properties comprise a portion that is held to earn rentals or for capital appreciation and another portion that is held for use in the production or supply of goods or services or for administrative purposes. Account for the portion separately

Can Sold (Finance Lease) Separately	Yes
                              No   
If an insignificant portion is held for use in the production or supply of goods or services or for administrative purposes

Investment Property

	Yes


	No
Owner’s Own Property



	An entity provides ancillary services
	Ask ??
	The services are insignificant to the arrangement as a whole
Investment Property
When the owner of an office building provides security and maintenance services to the lessees who occupy the building.

		Yes

	No
Owner’s Own Property
An owner-managed hotel is owner-occupied property





	








Recognition
Investment property shall be recognized as an asset when, and only when:
(a) It is probable that the future economic benefits that are associated with the investment property will flow to the entity; and
(b) The cost of the investment property can be measured reliably.Include:
· costs incurred initially to acquire
· costs incurred subsequently to add to, replace part of, or service a property.

	Recognises as and when incurred
Not Include: 
costs of the day-to-day servicing described as for the ‘repairs and maintenance’ of the property. These costs are recognized in profit or loss as incurred







First derecognize the replaced part from carrying amount








Measurement at recognition
An investment property shall be measured initially at its cost. Transaction costs shall be included in the initial measurement.

	Include
	Not Include

	Directly attributable expenditure: 
Professional fees for legal services, property transfer taxes and other transaction costs.
	· startup cost unless they are necessary to bring the property to the condition necessary for it to be capable of operating in the manner intended by management, 
· operating losses incurred before the investment property achieves the planned level of occupancy, 
· abnormal amounts of wasted material, labour or other resources incurred in constructing or developing the property 






Unless the FV of the asset received is more clearly evident, take FV of asset given up.

The Entity should measure the asset at 
Fair Value if,

· One or more investment properties may be acquired in exchange for a non-monetary asset or assets, or a combination of monetary and non-monetary assets.
Considering the extent to which its future post tax cash flows are expected to change as a result of the transaction.

· Unless –cost is measured at the carrying amount of the asset given up

· 
The exchange transaction lacks commercial substance or
The fair value of neither the asset received nor the asset given up is reliably measurable.
· the variability in the range of reasonable fair value measurements is not significant for that asset.
· the probabilities of the various estimates within the range can be reasonably assessed and used.






· If an entity cannot immediately derecognize the asset given up.Same as Ind AS 16



Measurement after recognition
An entity shall adopt as its accounting policy the cost model to all of its investment property.Do not change the CA of the property transferred and do not change the cost of that property for measurement or disclosure purposes.


Transfers
Transfers to, or from, investment property shall be made when, and only when, there is a change in use, evidenced by:
(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;
	

Note
· When an entity decides to dispose of an investment property without development, it continues to treat the property as an investment property until it is derecognized (eliminated from the balance sheet) and does not treat it as inventory.
· If an entity begins to redevelop an existing investment property for continued future use as investment property, the property remains an investment property and is not reclassified as owner-occupied property during the redevelopment.
(c) End of owner-occupation, for a transfer from owner-occupied property to investment property; or
(d) Commencement of an operating lease to another party, for a transfer from inventories to investment property.The date of disposal for investment property is the date the recipient obtains control of the investment property. Disposal effected by entering into a finance lease and to a sale and leaseback applies Ind AS 17.


Disposals

An investment property shall be derecognized (eliminated from the balance sheet) on disposal or when the investment property is permanently withdrawn from use and no future economic benefits are expected from its disposal.For determining the transaction price apply Ind AS 115


Gains or losses arising from the retirement or disposal of investment property shall be determined as the difference between the net disposal proceeds and the carrying amount of the asset and shall be recognized in profit or loss (unless Ind AS 17 requires otherwise on a sale and leaseback) in the period of the retirement or disposal.

If any liability retained after disposable of Investment property, the entity shall apply Ind AS 37.

Compensation from third parties for investment property that was impaired, lost or given up shall be recognized in profit or loss when the compensation becomes receivable.

Impairments of investment property are recognized in accordance with Ind AS 36;

[bookmark: _GoBack]The cost of assets restored, purchased or constructed as replacements is determined in accordance with measurement at recognition.

Disclosure
In addition to the disclosure given in Ind AS 17, the following disclosure are required by this standard.
An entity shall disclose:
· Its accounting policy for measurement of investment property.
· When classification is difficult, the criteria it uses to distinguish investment property from owner-occupied property and from property held for sale in the ordinary course of business.
· The extent to which the fair value of investment property (as measured or disclosed in the financial statements) is based on a valuation by an independent valuer who holds a recognized and relevant professional qualification and has recent experience in the location and category of the investment property being valued. If there has been no such valuation, that fact shall be disclosed.
· The amounts recognized in profit or loss for:
· Rental income from investment property;
· Direct operating expenses (including repairs and maintenance) arising from investment property that generated rental income during the period; and
· Direct operating expenses (including repairs and maintenance) arising from investment property that did not generate rental income during the period.
· The existence and amounts of restrictions on the realisability of investment property or the remittance of income and proceeds of disposal.
· Contractual obligations to purchase, construct or develop investment property or for repairs, maintenance or enhancements.

In addition to the disclosures required above, an entity shall disclose:
(a) the depreciation methods used;
(b) the useful lives or the depreciation rates used;
(c) the gross carrying amount and the accumulated depreciation (aggregated with accumulated impairment losses) at the beginning and end of the period;
(d) a reconciliation of the carrying amount of investment property at the beginning and end of the period, showing the following:
i. additions, disclosing separately those additions resulting from acquisitions and those resulting from subsequent expenditure recognized as an asset;
ii. additions resulting from acquisitions through business combinations;
iii. assets classified as held for sale or included in a disposal group classified as held for sale in accordance with Ind AS 105 and other disposals;
iv. depreciation;
v. the amount of impairment losses recognized, and the amount of impairment losses reversed, during the period in accordance with Ind AS 36;
vi. the net exchange differences arising on the translation of the financial statements into a different presentation currency, and on translation of a foreign operation into the presentation currency of the reporting entity;
vii. transfers to and from inventories and owner-occupied property; and 
viii. other changes.
(e) The fair value of investment property. In the exceptional cases, when an entity cannot measure the fair value of the investment property reliably, it shall disclose:
i. a description of the investment property;
ii. an explanation of why fair value cannot be measured reliably; and
iii. if possible, the range of estimates within which fair value is highly likely to lie.









Classification of Property


Investment Property


Ind AS 40


held to earn rentals or for capital appreciation or both


generates cash flows largely independently of the other assets held by an entity


Owner's occupied Property


Ind AS 16


The production or supply of goods or services generates cash flows that are attributable not only to property, but also to other assets used in the production or supply process.





An entity owns property that is leased to, and occupied by, its parent or another subsidiary.


Consolidated Financial Statements 


property is owner-occupied from the perspective of the group


Individual Financial Statements


the lessor treats the property as investment property





Payment for an investment property is deferred


Cost = Cash Price equivalent


Initial cost of a property held under finance lease


Lower of the fair value of the property and the present value of the minimum lease payments.


Interest Expense= Total Amount Paid - Above Cost



Lease

Ind AS 17
Financial Lease


Operating Lease


Lessee

Yes
Lessor

No
Lessee

No
Lessor

Yes



