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The price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market
participants at the measurement date.
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L Scenario1: Retail market  Wholesale Market  Auction market
Equipment price 10,000 9,700 9,500
Transportation costs (200) (300) (150)
Fair value 9,800 9,400 9,350
Transaction costs (500) - (200)
Net proceeds 9,300 9,400 9,150
@ Retail market  Wholesale Market  Auction market
Equipment price 10,000 9,700 9,500
Transportation costs (200) (300) (150)
Fair value 9,800 9,400 9,350
Transaction costs (300) - (200)
Net proceeds 9,500 9,400 9,150
|F|):V|$§§r Eﬁizﬁ éﬁ@gpgﬁﬁ:ﬁ December 2012
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» Retail counterparty A enters into swap with dealer B for no consideration.
« A only has access to retail market.
* B has access to both retail and dealer market.
« B’s principal market is the dealer market.
» FV of swap in retail market is nil for both A and B.
« FV of swap in dealer market is:
- Asset of £1,000 from A’s perspective.

- Liability of £1,000 from B’s perspective.

What is the fair value of the swap from A’s and B’s perspective?

IFRSs IR f?ekfg'?'ﬁ 75 December 2012
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« Land on which a factory is developed is acquired in business combination.
 Fair value of the land is £1m when used as factory site.

e Theland can be rezoned into residential use. Fair value is £1.1m when used
as a residential site.

» The costs of demolishing the factory and rezoning is £0.2m.

What is the fair value of the land?
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Level 1
Is size of reference

Adjustment transaction consistent

for size with
unit of account? J

No

Adjustment for
other factors
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Quoted price W N Valuation technique
for identical 2 with no significant
asset/liability? J tunobservable inputs?

Yes Yes No

Unadjusted

level 1 price Level 2 price Level 3 price

(PxQ)
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> Determine unit of » Financial reporting
account

Financial assets Non-Financial assets
and liabilities and liabilities

Valuation Premise:
Standalone

Determine highest and best Incorporate
use (valuation premise): perspective of

Mal‘kets — Standalone market

Consider election to Or participants
value based on net In combination with other
position (groups)* assets/liabilities

Evaluate valuation technique(s) Market
Market Income Cost palzticipant
approach approach approach nput

Fair value
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Income approach Cost approach
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Market approach
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Form of Obsolesces

Techno- Economic

Physical Functional logical (external)
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“Prices from previous transactions provide empirical evidence for the indicated
value of an asset”

ATEH T RNE N2 HE
2 AR
Q. EETBEMmEEN

C RITHRERRAMZZZ B

RABR{ETAERT

IFRSs ﬁ'%ﬂﬁ%ﬁ%ﬁﬁfﬁﬁ December 2012
PwC TaiV\;}aF\ 'g’r’F“%E 39



AXGREARE@RBFAERETE=AER - BAREAMEARE » A THE=ZAREAERE

Cash flow

AREERHERE
e

Cash flows of CGU in @ ﬁﬁﬁ%EZ%ﬁh‘ﬁl(owner SPeCiﬁC
group structure of synergies), » B 5 AmHizZ

current owner FHE » EFRLUHERR -
Owner-specific

rerdles L @ HSBISTRRIRRETIBREE
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Q&A

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not
act upon the information contained in this publication without obtaining specific professional advice. No representation or warranty (express or
implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted by law,
PricewaterhouseCoopers Taiwan, its members, employees and agents do not accept or assume any liability, responsibility or duty of care for any
consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision
based on it.

© 2012 PricewaterhouseCoopers Taiwan. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers Taiwan which is a
member firm of PricewaterhouseCoopers International Limited, each member firm of which is a separate legal entity.
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