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INVESTMENT PROPERTY – LKAS 40
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Property
Building

Land

Not held for 

• Use in production        

• Held for Rental                 
• Held for Capital Appreciation

• Administration Purpose

• Sale in Ordinary course of Business 

I P 

Owner or
lessee  under 
Finance Lease 



PROPERTY PLANT & EQUIPMENT– LKAS 16
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Held during more than 1 yearHeld by an entity

For

• Use in Production

• Administrative Purpose



 PPE

 IP
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Sale in the ordinary course of business LKAS    2 

Constructed for third party LKAS  11

Property under finance lease LKAS  17

Investment Property LKAS  40

Biological assets LKAS  41

Mineral rights, exploration / extraction SLFRS  6

NOT APPLICABLE FOR..……..

Sale in the ordinary course of business LKAS    2 

Owner occupied LKAS  16

Constructed for third party LKAS  11

Property under finance lease LKAS  17

Employee occupied LKAS  16

Biological assets LKAS  41

Mineral rights, exploration / extraction SLFRS    6



Investment Property

• Land held for long term capital appreciation

• Land held for undetermined future use

• Building owned & leased out under operating lease

• A property under construction or development for future use as Investment

Property

PPE

• Land

• Building
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EXAMPLES……………………..
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Recognition of PPE

Probable of future 
economic  benefits

Measurable of cost 
Reliability

Risk Rewards Initial Cost
Subsequent 

Cost

In SME’S  Property ,Plant & Equipment's measured @ cost 

PROPERTY PLANT & EQUIPMENT– LKAS 16



Recognition………

Recognize as an asset when,

 Probable future economic benefits will flow to the entity

 Cost can be measured reliably
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INVESTMENT PROPERTY – LKAS 40

• Rental  Income
• Capital  Appreciation

Enduring Benefits
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FUTURE ECONOMIC BENEFITS

Investment Property PPE

• Rental • Disposal Gain

• Capital Appreciation • Use in the Production



Dual Purpose…...
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INVESTMENT PROPERTY – LKAS 40

Property

Rental Income

Use in the production  or
Administration

 If  able to Split – Can sold separately  - Identify Separately 

 If  unable to Split   - Depend on the significance of purpose

 Insignificant Portion as PPE THEN Recognize as Investment Property



Example



Measurement………………………………

Initially at cost
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PROPERTY PLANT & EQUIPMENT– LKAS 16

Cost

If Payment is Deferred

=  Purchase Price + Directly Attributable Cost + 
Removal Cost

Cash Price Equivalent



Measurement………………………………

Initially at cost
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INVESTMENT PROPERTY – LKAS 40

• Purchased price /      
Construction Cost

• Directly Attributable 
Expenditure 
( Professional Fees , 
Legal services , Taxes 

etc..

LKAS 17 - LEASE



Measurement………………………………

Subsequently……
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INVESTMENT PROPERTY – LKAS 40

• Changes in P/L

• Depreciation & Impairment testing 



PROPERTY PLANT & EQUIPMENT– LKAS 16
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TRANSFERS……….

Cost model

From To Treatment

PPE IP No change in cost

Inventory IP No change in cost

IP PPE No change in cost

IP Inventory No change in cost
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IP at fair value

From To Treatment

PPE at cost IP

Value IP at date of transfer in 

accordance in IAS16 

(revaluation)

Inventory IP Change to P&L

IP PPE No change in value

IP Inventory No change in value

TRANSFERS……….
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CONCLUDING………



Thank You
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PROPERTY PLANT & EQUIPMENT– LKAS 16

 Basis for measuring carrying amount;
 Depreciation method(s) used

Eg:  * Straight line method
* Reducing balance method

 Useful life time of the Assets;
 Gross carrying amount & accumulated depreciation;

Section 73



• Basis for measuring carrying amount;



• Depreciation method(s) used



• Useful life time of the Assets



• Gross carrying amount & accumulated 
depreciation



PROPERTY PLANT & EQUIPMENT– LKAS 16

 Basis for measuring carrying amount;
 Depreciation method(s) used

Eg:  * Straight line method
* Reducing balance method

 Useful life time of the Assets;
 Gross carrying amount & accumulated depreciation;
 Reconciliation of the carrying amount at the beginning & the end of the 
period,  

Example

Section 73

jkh.0001.pdf


PROPERTY PLANT & EQUIPMENT– LKAS 16

(i) additions;

(ii) assets classified as held for sale or included in a disposal group classified as held for sale in 
accordance with SLFRS 5 and other disposals;

(iii) acquisitions through business combinations;
(iv) increases or decreases resulting from revaluations under paragraphs 31, 39 and 40 and 

from impairment losses recognized or reversed in other comprehensive income in 
accordance with LKAS 36;

(v) impairment losses recognized in profit or loss in accordance with LKAS 36; (Section 27)
(vi) impairment losses reversed in profit or loss in accordance with LKAS 36;
(vii) depreciation;
(viii) the net exchange differences arising on the translation of the financial statements from the 

functional currency into a different presentation currency, including the translation of a 
foreign operation into the presentation currency of the reporting entity; and

(ix) other changes.

(Relevant to SMEs)
(iv) transfers to investment property if a reliable measure of fair value becomes available (see 

paragraph 16.8).

Section 73



PROPERTY PLANT & EQUIPMENT– LKAS 16

The financial statements shall also disclose:
a) the existence and amounts of restrictions on title, and property, plant and 

equipment pledged as security for liabilities; (Example)
(b) the amount of expenditures recognised in the carrying amount of an item 

of property, plant and equipment in the course of its construction;
(c) the amount of contractual commitments for the acquisition of property, 

plant and equipment; and
(d) if it is not disclosed separately in the statement of comprehensive income, 

the amount of compensation from third parties for items of property, plant and 
equipment that were impaired, lost or given up that is included in profit or loss.

Section 74

jkh.0001.pdf


PROPERTY PLANT & EQUIPMENT– LKAS 16

The financial statements shall also disclose:
•Selection of the depreciation method and estimation of the 
useful life of assets are matters of judgment.

By disclosing
 allows users to review the policies  selected by management and enables comparisons to be 
made with other entities.

• Further, it is necessary to disclose:

(a) depreciation, whether recognized in profit or loss or as a part of the cost of other  assets, during a 
period; and  (Inventory) 

(b) accumulated depreciation at the end of the period

Section 75



PROPERTY PLANT & EQUIPMENT– LKAS 16

If items of property, plant and equipment are stated at revalued
amounts, the following shall be disclosed:

(a)the effective date of the revaluation;
(b) whether an independent valuer was involved;
(c) the methods and significant assumptions applied in estimating the items’ fair values;
(d) the extent to which the items’ fair values were determined directly by reference to 

observable prices in an active market or recent market transactions on arm’s length 
terms or were estimated using other valuation techniques;

(e) for each revalued class of property, plant and equipment, the carrying amount that 
would have been recognized had the assets been carried under the cost model; and

(f) the revaluation surplus, indicating the change for the period and any restrictions on 
the distribution of the balance to shareholders.

Section 77



PROPERTY PLANT & EQUIPMENT– LKAS 16

In accordance with LKAS 36 an entity discloses information on 
impaired property, plant and equipment in addition to the 
information required by paragraph 73(e)(iv)–(vi).

Section 78



PROPERTY PLANT & EQUIPMENT– LKAS 16

Users of financial statements may also find the following 
information relevant to their needs:

(a) the carrying amount of temporarily idle property, plant and equipment;
(b) the gross carrying amount of any fully depreciated property, plant and 

equipment that is still in use;
(c) the carrying amount of property, plant and equipment retired from active 

use and not classified as held for sale in accordance with SLFRS 5; and
(d) when the cost model is used, the fair value of property, plant and 

equipment when this is materially different from the carrying amount. Therefore, entities 
are encouraged to disclose these amounts.

Section 79



PROPERTY PLANT & EQUIPMENT– LKAS 16

 Whether the fair value or cost model is used;
 whether, and in what circumstances, property interests held under 
operating leases are classified as investment property.
 when classification is difficult criteria it uses to distinguish investment 
property  from PPE and Inventory.
 The methods & significant assumptions applied in determining the 
fair value of IP;
 the extent to which the fair value of investment property is based on 
a valuation by an independent valuer
 The amounts recognized in profit & loss ;                   

- rental income for IP    
- operating expenses (Repair & maintenance)   

 Restrictions on the selling ability of IP or the remittance of income 
and proceeds of disposal;          
 Contractual obligations to purchase , construct or develop investment 
property or for Repair & maintenance;

INVESTMENT PROPERTY – LKAS 40
Section 75
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PROPERTY PLANT & EQUIPMENT– LKAS 16

Reconciliation of the carrying amount at the beginning and the end of the 
period,

Showing;  
• Additions                                                                                     
• Disposals                                                                                    
• Fair value adjustment 
• Transfers to and from inventories and owner-occupied 
property; 

Significant adjustment to an outside valuation   

INVESTMENT PROPERTY – LKAS 40

Section 76
Additional to Fair Value Model
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PROPERTY PLANT & EQUIPMENT– LKAS 16

 The depreciation method used; 
 The useful life time & depreciation rates;          
 The carrying amount and the accumulated depreciation at the 
beginning and end of the period; 
 a reconciliation of the carrying amount of investment 
property , Showing

Additions
Disposals
Depreciation
Impairments
Transfers

INVESTMENT PROPERTY – LKAS 40

Additional to Cost Model
Section 79
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PROPERTY PLANT & EQUIPMENT– LKAS 16

(a) the amount of impairment losses recognised in profit or loss
(b) the amount of reversals of impairment losses recognised in profit or loss 
(c) the amount of impairment losses on revalued assets recognised in other 
comprehensive income
(d) the amount of reversals of impairment losses on revalued assets recognised in other
comprehensive income during the period.

IMPAIRMENT– LKAS 36

Section 126



PROPERTY PLANT & EQUIPMENT– LKAS 16IMPAIRMENT– LKAS 36

Section 126
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Section 126
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Section 126



PROPERTY PLANT & EQUIPMENT– LKAS 16

An entity shall disclose the following for each material impairment loss recognised or 
reversed during the period for an individual asset, including goodwill, or a cash-
generating unit:
(a) the events and circumstances that led to the recognition or reversal of the 
impairment loss.
(b) the amount of the impairment loss recognised or reversed.
(c) for an individual asset:

(i) the nature of the asset; and

(ii) if the entity reports segment information in accordance with IFRS 
8, the reportablesegment to which the asset belongs.
(d) whether the recoverable amount of the asset is its fair value less costs to
sell or its value in use.

FVLCS- basis used to determine
VIU- discount rate(Current/Previuos)

IMPAIRMENT– LKAS 36

Section 130


