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Abstract: This study investigates the effect of internal control weaknesses on the
association between accounting performance and compensation for top managers (pay
performance sensitivity, PPS). We also examine the moderating effects of compensation
committee quality and managerial power on the relationship between internal control
weakness and PPS. Using a sample of Taiwanese IPO firms (including the GTSM-TWSE
Transfer Companies) during the period 2011-2015, we find that internal control
weaknesses weaken PPS. We also find that high quality compensation committees can
strengthen the relationship between internal control weaknesses and PPS, whereas
managerial power tends to weaken this relationship.
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21 AREHELLERRAELRL

Panel A @ & & & fie &

ER - F P drak A BRI e
(F M ad L % E R RIR)

2011 45 28 73 38.36%
2012 27 20 49 40.82%
2013 33 18 51 35.29%
2014 33 11 44 25.00%
2015 34 15 49 30.61%
B3 174 92 266 34.59%
Panel B : 2 ¥ & fie %

LB

A R ARG BT
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) - 0 1 1 100.00%
TR RE 2 0 2 0.00%
TR E 19 5 24 20.83%
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a1 ¥ 1 1 2 50.00%
) S 0 1 1 100.00%
P R 0 1 1 100.00%
EHEdF 4 2 6 33.33%
U ¥ 2 0 2 0.00%
BT ¥ 5 7 12 58.33%
FERRE 5 3 8 37.50%
[ - 1 4 3 7 42.86%
AHEFRE 15 19 34 55.88%
B 19 9 28 32.14%
FREEE S Hg 12 2 14 14.29%
T ¥ 18 7 25 28.00%
LA 16 5 21 23.81%
R SR 17 9 26 34.62%
7 Fiiz»?# 6 0 6 0.00%
Hu g3 % 8 1 9 11.11%
2 ILAIRE 6 1 7 14.29%
BERBEE 1 0 1 0.00%
Hu 12 14 26 53.85%
Bt 174 92 266 34.59%
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