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5. DATA AND SAMPLE 

5.1 Data 

 SFAS No.35 was announced on July 1st 2004 and effective on January 1st 2005.  Some 

firms chose to apply SFAS No.35 from the 4th quarter of 2004, whereas more chose to 

apply in 2005.  The samples in the study include all firms listed on Taiwan Stock 

Exchange that announced asset impairment during 2004 and the 3rd quarter of 2005.  

There are 692 listed firms at the end of 2004.  As to the sample selection criteria, we 

excluded firms with the following conditions: 

 

1. Those newly founded before two years of the enforcement of SFAS No.35 (four 

firms), 

2. Those going through quasi-financial or financial crisis before two years of the 

enforcement of SFAS No.35 (21 firms), 

3. TDRs (Taiwan Depositary Receipts) listed on Taiwan Stock Exchange (five firms), 

4. Those not announcing asset write-downs or not having to conduct the impairment 

test, as stated in their financial statements (365 firms), 

5. Those with other announcements around the impairment announcement date (25 

firms), 

6. Those that have higher total sales revenue figure than the write-down amount 

(before tax), which are viewed as ‘outliers’ (four firms), 

7. Those with unavailable financial data (ten firms). 

 

TDRs are deleted because the accounting requirement for these foreign firms is different 

from that for other listed domestic firms.  Firms with messy announcement near the 

announcement date of asset impairment are deleted to ensure that the effect of SFAS No.35 
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can be distinguished to fulfill the purposes of this study.  Another requirement is that these 

firms have been listed during the sample period.  After the selection, there are 258 firms 

left.  Appendix A displays the list of the 258 firms. 

Table 1 shows the distribution of firms among industries.  The industry categorization 

follows the Taiwan Economic Journal (TEJ) database.  The full sample contains firms 

from 20 industries.  From Table 1, industries with more firms do not necessarily have the 

highest percentage of write-downs firms.  For example, the electron industry has the most 

firms among all industries (i.e., 309 firms), and the percentage of write-down firms is 33.33 

percent (i.e., 103 firms).  The cement industry has eight listed firms, but the percentage of 

write-firms is 87.50 percent, which means that seven of them are write-down firms.  From 

the absolute amount of firms, the electron industry still has the most samples. 

 

Table 1 
The Distribution of 258 Samples among Industries 
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Quarterly financial statements from the 4th quarter of 2004 to the 3rd quarter of 2005 (i.e., 

four quarters for each firm) were collected to find out the amount of asset impairment, the 

timing of SFAS No.35 application, the accounting policy for asset impairment, and the 

types of asset written down.  The announcement date for each firm is determined by 

comparing related news information from the following resources: 

1. the Unidata News database, 

2. the Market Observation Post System website (http://newmops.tse.com.tw/) or 

MOPS, 

3. the Taiwan Economic Journal (TEJ) database, 

and then we choose the earliest date from among the three above reporting dates as the 

event (announcement) date.  The selection of event date is cleaned of holidays.  If the 

date can not be decided from the comparison mentioned above, the announcement date of 

accounting earnings for the ‘first’ asset write-down quarter is picked as the event date. 

Daily financial data such as market stock returns (in terms of the weighted price index 

of the Taiwan Stock Exchange), industry index returns, security returns 

(ex-warrant/ex-dividend stock price), and 30-day (90-day, and 180-day) commercial paper 

rates are obtained from the TEJ database. 

 

5.2 Descriptive Statistics 

 Figure 1 illustrates the timing of write-down announcements.  Of the 258 firms, 70 

(27 percent) choose to apply SFAS No.35 ahead of time and record impairment loss in the 

4th quarter of 2004, while most firms (65 percent) follow the effective date of SFAS No.35 

and write down assets in the 1st quarter of 2005.  Only six (two percent) firms record 

write-down in the 3rd quarter of 2005. 
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Figure 1
The First Fiscal Quarter in which Write-Down Is Recorded
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2005Q2
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Note: 
2004Q4: the 4th quarter of 2004; 2005Q1: the 1st quarter of 2005; 2005Q2: the 2nd quarter of 2005; 
2005Q3: the 3rd quarter of 2005 

 

Table 2 is the descriptive statistics of asset write-downs.  Panel A summaries sample 

selection criteria.  Panel B reports the write-down amount before tax (expressed as 

negative numbers) and compares the write-down amount with total asset and total sales.  

The average write-down amount (before tax) is NT$125.83 million and ranges from 

NT$0.552 million to NT$2,413 million.  The mean of the write-down amount as a 

percentage of total asset (%TA) is 1.33 percent, whereas the mean of the write-down 

amount as a percentage of total sales (%TS) is 2.98 percent.  The fluctuation of sales 

revenue figure is higher than that of asset balance, so the maximum, minimum, and standard 

deviation of %TS (75.16 percent, 0.007 percent, and 6.91 percent) are higher than those of 

%TA (26.24 percent, 0.001 percent, and 2.57 percent). 

Panels C shows the frequency (i.e., in how many quarters) a firm reports impairment 

losses.  Since the sample period covers four quarters (i.e., the 4th quarter of 2004 to the 

first three quarters of 2005), the maximum frequency is four.  Of the 258 sample firms, 

79.78 percent of the sample firms (i.e., 217 firms) announce asset impairment only once, 35 

firms (12.87 percent) announce asset write-down twice, six firms (2.21 percent) announce 
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three times, and none of the sample firms announce write-downs in all of the four quarters 

examined.  From Panel D, long-term investment, real estate investment, fixed assets, 

intangible assets, and others assets are the five types of assets that are written down.  

Long-term investment (138 firms), other assets (114 firms), and fixed assets (99 firms) are 

the most prevalent written-down assets.  Here the other assets include lease assets, idle 

assets, deferred assets, and miscellaneous equipments.  Panel E is the number of types of 

written-down asset recorded by each firm.  More than 85 percent (234 firms) of the 

samples write down one or two types of long-lived assets.  None of the samples reports 

write-downs for all the five types of assets. 

 
 

Table 2 
Sample Selection Criteria and Descriptive Statistics of Write-Downs 

(258 Firm Write-Downs, from the 4th Quarter, 2004 to the 3rd Quarter, 2005) 
Panel A: Sample Selection Criteria Number of Firms
All listed firms on Taiwan Stock Exchange (TSE) 
Newly founded firms before two years of the enforcement of SFAS 35a 
Firms going through quasi- financial or financial crisis before two years of the 

enforcement of SFAS 35b 

TDRs listed on Taiwan Stock Exchangec 
Firms that don’t announce asset write-downs or don’t have to conduct the 
impairment testd 

Among Write-down observations 
Firms with other announcement around the impairment announcement date 
Firms with %TS more than 100% (see below) 
Firms whose financial data are not available 

Final Write-down observations 

692 
(4) 

 
(21) 
(5) 

 
(365) 

 
(25) 
(4) 

(10) 
258 

Panel B: Write-Downse as a Percentage of Total Assets and Total Sales 

 
Write-Down as a 

Percentage of Total 
Assetsf (%) 

Write-Down as a 
Percentage of Total 

Salesg (%) 

Absolute Write-Down 
Amounth (‘000) 

Mean 
Standard Deviation 
Maximum 
75th Percentile 
Median 
25th Percentile 
Minimum 

1.33 
2.57 

26.24 
1.35 
0.41 
0.18 

0.001 

2.98 
6.91 

75.16 
2.70 
0.77 
0.23 

0.007 

-125,827 
261,362 

-2,413,041 
-13,204 
-33,270 
-115,027 

-552 
Panel C: Number of Quarters (i.e., Frequency) in Which Announcement is Made for the 258 
Write-Down Firms 
Frequency 1 2 3 4 
Number of Firms 217 35 6 0 
Percentage (%) 79.78 12.87 2.21 0 
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Panel D: Types of Long-Lived Assets Write-Downi 
 Long-Term 

Investment 
Real Estate 
Investment 

Fixed Assets 
Intangible 

Assets 
Other Assets 

Number of Firms 138 11 99 10 114 
Panel E: The ‘number’ of Types of Written-Down Assets Recorded by Each Firmi 
Number of Types 1 2 3 4 5 
Number of Firms 171 63 21 3 0 
Percentage (%) 62.87 23.16 7.72 1.10 0 

 
Note: 
a The date of the enforcement of SFAS No. 35 is January 1st 2005. Firms founded between January 1st 2003 
and January 1st 2005 are deleted from the sample set. 
b According to the TEJ database, financial crisis includes such events as non-sufficient funds (NSF), bank runs, 
bankruptcy, going-concern uncertainty, financial distress, reorganization, takeover, delisting, shutdown due to 
financial distress, and negative equity value; quasi-financial crisis includes such events as appropriation, 
trading halts, NSF of the chairman, credit contraction, huge loss on the book, low equity value (e.g., less than 
NT$5), shutdown due to poor economic condition (i.e., business cycle), and impairment of firm value. 
c The five TDR issuing firms are deleted because the financial statements of the parent company cannot be 
found, and the accounting requirement is different for these firms. 
d Firms without any loss from the impairment of assets, either due to unavailability of data or no need existent 
to test asset write-downs, are “Non-write-down observations.” 
e The size of the write-down is the before-tax amount, which is the impact of impairment on the specific asset. 
f For those firms with impairment announcement in both 2004 and 2005, the impairment amount of 2004 is 
used as the numerator, and the corresponding amount of total asset is used as the denominator. 
g The numerator is the sum of the amount of write-downs in 2004 and 2005. The denominator is the sum of 
sales figures in four consecutive quarters before the first announcement of write-downs. 
h The absolute write-down amount is the sum of the amount of write-downs in 2004 and 2005. 
i The types of write-down assets are obtained from footnote disclosures in the financial statements of the 
parent company. 

 

 

 

 

 

 

 

 

 


