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Benefits of applying fair value

Usefulness

Description

Appropriateness of the information

Neutral and objective

Fair value accounting has been found to be suitable for decision-making based on future cash flow

The fair value of assets / liabilities is entirely determined by the market. The process of identifying and
evaluating fair values is objective

It is the basis for assessing an enterprise as a business and, as a result, for determining the market

Honest value of stakes and shares
Comparability It facilitates comparisons of assets / liabilities across different organizations at one date
N Fair value indicates the remarkable ability to respond to changes of the economy, covering newly arising
Applicability . . i —
economic problems which other pricing principles / bases cannot handle
Defines fair value
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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Fair value measurements

Depend on the inputs used to measure fair value are categorized into different
levels of the fair value hierarchy:

4

Level 3
‘ *Unobservable
Level 2 inputs
Corroborated *Using the best
Level 1 by observable information
« Active markets market data available
«Quoted price «Difference
from Level 1

Recently, in many countries, the application of the basis for determining assets /
liabilities at market prices replace the principle of historical cost in presenting assets
/ liabilities in financial statements. It shows that the trend of asset valuation on
financial statements is aiming at fair value, combining a variety of valuation types in
order to meet financial statement users’ need and facilitate beneficial for accounting
work. Therefore, fair value accounting in the presentation of financial statements is
an indispensable option.

Ministry of Finance officially approved the project "Application of international
financial reporting standards in Vietnam" dated 16 March 2020, showing the deep
integration process, especially in the field of accounting. The application of IFRS
brings many benefits however it has many difficulties for companies, especially
transfer from the historical cost model to the fair value model with too many
differences.
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This newsletter is only intended for information about the new laws enacted, not for advice or applying to specific cases. Although
we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the
date it is received or that it will continue to be accurate in the future. RSM Vietnam as well as members in RSM network shall not
be responsible for any loss whatsoever sustained by any person who relies on this communication. Please refer to your advisors
for specific advice.

RSM Vietnam is a member of the RSM network and trades as RSM. RSM iis the trading name used by the members of the RSM
network. Each member of the RSM network is an independent accounting and consulting firm, each of which practices in its own
right. The RSM network is not itself a separate legal entity of any description in any jurisdiction. The RSM network is administered
by RSM International Limited, a company registered in England and Wales (company number 4040598) whose registered office is
at 50 Cannon Street, London EC4N 6JJ. The brand and trademark RSM and other intellectual property rights used by members of
the network are owned by RSM International Association, an association governed by article 60 et seq of the Civil Code of
Switzerland whose seat is in Zug.
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