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Case Study on Fair Value Evaluation and the
Highest and Best Use of Non-financial Assets

Hyuk Shawn*

—— | Abstract

This study presents the issue of 'highest and best use', which is the
basic element of measuring the fair value of non-financial assets. When
measuring the fair value of a non-financial asset, IFRS take into account
the market participant's ability to generate economic benefits by selling
the asset to another market participant who will use the asset at its
highest and best use. However, the concept of highest and best use is not
only very abstract, but subjective judgment can be involved. In other
words, when evaluating the fair value of non-financial assets, there is a
possibility that the value of non-financial assets may be raised by
overestimating the concept of the highest and best use. This study
identifies the gap between the best and best use applied in appraisal
practice and fair value evaluation. In addition, whether the fair value
evaluation of tangible and intangible assets and investment properties
carried out by a company is an accounting evaluation or should be
accompanied by an evaluation by an appraisal expert may be
controversial in practice. Taken together, this study sheds light on the
problems that may arise when applying the highest and best use of
non-financial assets through related cases and to provide implications
for practical application.

Key word: highest and best use, fair value, non-financial assets
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