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ABSTRACT

Purpose: This study aims to examine the effect of PSAK
115 implementation and financial distress on dividend
policy. As well as testing the role of audit quality in
moderating the effect of the implementation of PSAK 115
and financial difficulties on dividend policy.

Methodology/approach: This study uses purposive
sampling technique, with a total of 103 different
companies selected during the period 2016-2023. The data
used is secondary data obtained from the company's
financial statements. The data analysis techniques used in
this study are panel data regression and Moderated
Regression Analysis (MRA).

Results: The results of the regression analysis show that
dividend payments can be significantly affected by the
implementation of PSAK 115 and financial difficulties.
The results also show that audit quality strengthens the
relationship between the implementation of PSAK 115 on
dividend payments, however audit quality is unable to
strengthen the relationship between financial distress and
dividends.

Practical implications: The results of this study provide
empirical evidence on the implications of type 1 agency
theory and signaling theory, especially from industries
that on average experience a decline in dividend payout
ratios due to current trends and new developments that
have an impact on dividend payment policies.

Originality/value: This study uses audit quality as a
moderating variable which in previous studies has been
widely used as an independent variable. This study also
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uses the dividend payout ratio to explain the impact of

agency costs on the implementation of PSAK 115 and

financial distress. 320
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ABSTRAK

Tujuan penelitian: Penelitian ini bertujuan menguji
pengaruh implementasi PSAK 115 dan kesulitan
keuangan terhadap kebijakan dividen. Serta menguiji
peran kualitas audit dalam memoderasi pengaruh
penerapan PSAK 115 dan kesulitan keuangan terhadap
kebijakan dividen.

Metode/pendekatan: Penelitian ini menggunakan teknik
purposive sampling, dengan total 103 perusahaan berbeda
yang terpilih selama periode 2016-2023. Data yang
digunakan merupakan data sekunder yang diperoleh dari
laporan keuangan perusahaan. Teknik analisis data yang
digunakan dalam penelitian ini adalah regresi data panel
dan Moderated Regression Analysis (MRA).

Hasil: Hasil analisis regresi menunjukkan pembayaran
dividen dapat dipengaruhi secara signifikan oleh
implementasi PSAK 115 dan kesulitan keuangan. Hasil
penelitian juga menunjukkan bahwa kualitas audit
memperkuat hubungan implementasi PSAK 115 terhadap
pembayaran dividen, namun kualitas audit tidak mampu
memperkuat hubungan kesulitan keuangan terhadap
dividen.

Implikasi praktik: Hasil penelitian ini memberikan bukti
empiris atas implikasi pada teori agensi tipe 1 dan teori
sinyal khususnya dari industri yang secara rata-rata
mengalami penurunan dividend payout ratio atas tren
terkini dan perkembangan baru yang berdampak pada
kebijakan pembayaran dividen

Orisinalitas/kebaharuan: Penelitian ini menggunakan
kualitas audit sebagai variabel moderasi yang dalam
penelitian sebelumnya banyak digunakan sebagai variabel
independen. Penelitian ini juga menggunakan dividend
payout ratio untuk menjelaskan dampak biaya agensi atas
implementasi PSAK 115 dan kesulitan keuangan.

Kata kunci: Kebijakan Dividen; Kesulitan Keuangan; [ ——
Kualitas Audit; PSAK 115, JRAR
15.2
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INTRODUCTION

Dividends represent the distribution of a company’s earnings to its shareholders, allocated
in proportion to the number of shares held. These distributions may be presented either as
a percentage of the share’s nominal value or as a fixed monetary amount per share
(Hasanah, 2022; Devivanti & Riyanto, 2021; Pinto & Rastogi, 2019). Dividend policy is one
of the crucial financial decisions for companies, because it not only reflects the current
financial condition, but also provides important signals to investors regarding the
company's future prospects. Dividend payments can reflect earnings management practices
as well as being part of the resource allocation strategy in various sectors of the company's
operations (Soewarno ez al. 2024).

Dividend policy can be influenced of several factors, including profitability, company
growth, leverage, earnings stability, and business risk. Dividends may also be distributed in
the form of a fixed monetary amount per share (Pinto and Rastogi, 2019). One factor that
also affects dividends is the existence of information asymmetry between managers and
shareholders with respect to the allocation of Free Cash Flow (FCF). The management will
have the possibility of using the FCF allocation for its own interests, which has an impact
on shareholder concerns, causing shareholders to demand higher dividend distributions.
The focus of this study is to examine these shareholder concerns, which are reflected
through dividend payments as measured using the Dividend Payout Ratio (DPR), on the
effect of the implementation of the new Statement of Financial Accounting Standards
(PSAK), namely PSAK 115 (Contract Revenue from Customers) which is effective as of 1
January 2020 and financial distress as measured using the Altman Z-Score method

(Amyulianthy ef a/., 2022).

Prior research on the implementation of PSAK 115 and financial distress remains limited,
primarily focusing on its impact on financial ratios and company performance. The
adoption of PSAK 72 (now PSAK 115) has been shown to positively influence several
financial indicators, including the current ratio, debt-to-asset ratio, net profit margin, and
price-to-earnings ratio. Research examining the impact of both PSAK 115 implementation
and financial distress on managerial decision-making and shareholder responses,
particularly as reflected in dividend payments, remains scarce. Therefore, it is essential to
investigate the influence of PSAK 115 adoption and financial difficulties on dividend policy

(Amvyulianthy ef al., 2022).

Financial distress has a close relationship with dividend policy because the company's
financial condition directly affects management's ability and decision to distribute dividends
to shareholders. When the company is under pressure of decreasing cash flow, unstable
income, or increasing debt burden, management tends to withhold dividend payments to
maintain liquidity and allocate available funds for the continuity of company operations
(Rawal & Gopalkrishnan, 2024). Financial difficulties can provide encouragement for
management to be more selective and careful in setting dividend policies, so that the
decisions taken tend to reflect realistic and sustainable financial conditions, and maintain
the stability of the company's operations amid financial pressures (Azeem ef al. 2023).

Research of Alfiana & Ardhani, (2024) revealed that financial difficulties have an influence
on dividend policy, although not significant, and tend to have a negative impact on
dividend distribution decisions. Financial difficulties on dividend policy confirm the
importance of financial conditions and capital structure in the formulation of dividend

policy, especially in sectors that are very sensitive to liquidity pressures on companies
(Sidhu ez al. 2023).
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Previous studies have shown inconsistent findings regarding the impact of IFRS

implementation and financial distress on agency theory, as evidenced by the works of
Sinatra et al, (2022); Christiawan ef al, (2022); Avem and Ongirwalu, (2020); Nafis &
Sebrina, (2023); Rawal & Gopalkrishnan, (2024); Azeem ef al. (2023); Alfiana & Ardhani
(2024); Sidhu et al. (2023) In light of these inconsistencies, the present study seeks to re-
examine the effect of IFRS implementation and financial distress on agency theory, as
reflected through dividend payment tendencies, by incorporating moderating variables into
the analysis.

This study focuses on the discussion of agency conflicts between shareholders and
managers, commonly referred to as Type I agency problems, which arise due to the
separation of ownership and control typically found in large corporations. Decisions
regarding the allocation of free cash flow (FCF) reflect the concerns of shareholders and
creditors over potential managerial opportunism and the misuse of excess funds for
personal gain (Deviyanti & Rivanto, 2021; Wang, 2017; Tamrin et al., 2017). High dividend
payouts are believed to align managerial actions with shareholder interests, thereby
mitigating agency costs (Hansen & Crutchley, 1989). The implementation of PSAK 115
which regulates the accounting treatment of fair value-based financial instruments is very
important in improving the transparency and quality of financial information (Amyulianthy
¢t al., 2022). More accurate and relevant information can help shareholders assess the
company's financial condition and assess the company's ability to pay dividends. On the
other hand, when companies face financial difficulties, the risk of agency conflicts tends to
increase because management has the potential to hide their true financial condition or
make irrational dividend decisions (Aljughaiman e a/ 2023). Therefore, both the
implementation of PSAK 115 and the condition of financial distress are closely related to
dividend policy, and can affect how much agency costs can be reduced in the relationship
between owners and managers of the company.

This research refers to the research of Lee & Choi, (2024) which investigates the effect of
the new revenue recognition standard (IFRS 15) on the comparability of financial
statements in Korea. However, several distinctions differentiate this research from that of
Lee & Choi, (2024) the first lies in the addition of independent variables, namely financial
difficulties. The second difference lies in measuring the impact of IFRS 15 implementation
in research of Lee & Choi, (2024) using discretionary accruals (DA) with the modified
Jones model, while in this study it is measured using the Dividend Payout Ratio (DPR).
The third difference lies in the research year Lee & Choi, (2024) used 2015 to 2020 as the
observation year, while this study uses 2016 to 2023. The last difference is in the research
population of Lee & Choi, (2024) which uses companies in the Korean stock market, while
in this study using companies listed on the Indonesia Stock Exchange.

This research can be a reference for the study of the implementation of new accounting
standards, especially the implementation of PSAK 115, and the impact of financial
difficulties in increasing investor confidence which is reflected in dividend policy. As well
as in this study testing the role of audit quality as a moderating variable. According to
Pokhariyal, (2019) there is the involvement of other variables that can strengthen or
weaken the relationship between variables. Therefore, researchers suspect that audit quality
can affect the relationship between PSAK 115 implementation and financial difficulties on
dividend policy. Based on signal theory, companies use financial information, including
accounting policies and dividend policies, as signals to investors to show good prospects
and company performance. In this context, the implementation of PSAK 115 that
increases the transparency and relevance of financial statements can be a positive signal to
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investors. The presence of high audit quality as a form of validation of the reliability of the
information submitted. Independent and qualified auditors can strengthen the signals
provided by companies through financial statements and dividend policies, thereby
increasing investor confidence. Thus, audit quality not only strengthens the effectiveness of
the implementation of accounting standards, but also ensures that the signals sent by
companies through dividends truly reflect healthy financial conditions.

This study seeks to expand the literature related to the implementation of PSAK 115,
financial difficulties and dividend policy by overcoming the inconsistency of previous
research results by adding audit quality moderation variables. This study also adds novelty
in the form of research models, measurements, population and location that can test the
consistency of previous research results, whether with different research models,
measurements, populations, and locations the results will be consistent with previous
research. This study uses companies listed on the Indonesia Stock Exchange for the period
2016-2023 by excluding companies in the financial sector due to the different nature of
their business activities.

Dividend policy can serve as an indirect signaling mechanism used by management to
convey information to investors. To mitigate agency costs, shareholders may demand
higher dividend payouts, thereby limiting the potential for managerial opportunism or self-
serving behavior (Benkraiem e a/, 2022). In response, managers may increase dividend
distributions as a means of reducing equity agency costs, which arise from the
misalignment of interests between company management and minority shareholders.
Consequently, in order to minimize agency costs, management may choose to allocate free

cash flow (FCF) through dividend payments (Ahmed ez a/, 2024).

The mandatory adoption of IFRS-based financial reporting standards has been associated
with a decrease in dividend policy in a number of studies, due to increased transparency
and monitoring capabilities by shareholders. Based on type 1 agency theory, which explains
the conflict of interest between managers (agents) and shareholders (principals), dividends
are often used as a mechanism to reduce information asymmetry and ensure that
management does not misuse company resources. However, as financial reports become
more reliable and informative, the need for high dividends as a monitoring tool tends to
decrease, as shareholders can monitor management performance more effectively through
available financial information (Bessler ¢f al, 2023).

In line with the implementation of IFRS principles in Indonesia, the Financial Accounting
Standards Board (DSAK) has released PSAK 72 on Revenue from Contracts with
Customers, which is effective from 1 January 2020 and then undergoes a numbering
change to PSAK 115 on 1 January 2024. This PSAK priorities a principle-based approach
to revenue recognition, resulting in information that is more accurate and reflects the
company's economic performance more accurately (Barniv ef g/ (2022), This standard
contributes to improving the accuracy of revenue estimates and the timeliness of revenue
recognition. Thus reducing agency conflicts between management and shareholders,
because more informative financial reports can reduce the level of information asymmetry
(Puspamurti & Firmansyah, 2020). Therefore, shareholders no longer rely on high
dividends as a means of indirect control over management, but simply rely on the
transparency of financial statements in evaluating company performance. Based on the
explanation of theory and previous research. Then the proposed hypothesis is:

H1: The implementation of PSAK 115 has a negative effect on dividend payments.
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In addition to the implementation of PSAK 115, which increases the transparency and
accuracy of financial statements, another factor that can reduce agency costs is the
company's financial condition. Based on type 1 agency theory, when the company is in
poor financial condition, management faces limited resources to distribute free cash flow
(FCF) as dividends. In this situation, shareholders are generally more accepting if internal
funds are used to improve the company's financial position, rather than demanding high
dividends (Azeem ez al. 2023).

Research Pratiwi & Christian, (2021) shows that financial difficulties have a significant
impact on the company's financial performance, characterised by a decrease in revenue and
profit. When there is financial stress, the company's cash flow decreases due to reduced
economic activity, so the space for managers to misuse company funds is also increasingly
limited. In other words, the level of agency conflict over FCF is lower because limited

funds limit managers' opportunities to act opportunistically (Alfiana & Ardhani, (2024).

In the context of financial distress, investors tend to lower their demands for dividend
payments as agency risk decreases. This leads to the opposite, that corporate financial
distress is associated with a decrease in dividend payments, not solely due to a lack of
funds, but also due to a reduced need to use dividends as a monitoring mechanism for
management (Sidhu ez a/ 2023). Based on the theoretical basis and previous empirical
findings. Then the proposed hypothesis is:

H2: Financial distress has a negative affects the propensity to on dividend
payments.

In the business world, KAP Big 4 is considered to have a high reputation and provide good
audit quality (Adriana & Perdana, 2019). Big 4 KAP are considered to conduct higher
quality audits than nonBig 4 KAP because they have more resources. The results of the
audit report from KAP Big 4 are able to increase investor confidence in a financial report
in making decisions (Hakiki & Mappanyukki, 2022; Huda ef 4/, 2021). The increase in
financial comparability after the implementation of IFRS 15 is more pronounced for clients
of industry specialist auditors and companies operating in less competitive industries (Lee
& Choi, 2024). So that the higher the audit quality, it can increase investor confidence
which causes the tendency for dividend payments to decrease due to lower agency costs.

Based on signal theory, it explains that management will try to send convincing signals to
the market to differentiate itself from companies that have lower performance or less
transparent information. Highly reputable KAP audits are one way companies convey these
signals (Utami ef a/, 2018). When the financial statements have been audited by a credible
auditor and produce a reliable opinion, the level of investor confidence in the company's
information increases. As a consequence, companies no longer have to rely on high
dividend payments as a signal of stability and performance prospects to investors. In other
wortds, a high-quality audit can be an effective alternative signal, so that companies tend to
reduce the level of dividend payments because the signal has been reflected in the audit
quality received by the market (Prayogi, 2023). The results of the audit report from KAP
Big 4 are able to increase investor confidence in a financial report in making decisions
(Belinda & Lahava, 2022). The increase in financial comparability after the implementation
of IFRS 15 is more pronounced for clients of industry specialist auditors and companies
operating in less competitive industries (Lee & Choi, 2024). Based on the theoretical basis
and previous empirical findings. Then the proposed hypothesis is:

H3: Audit quality strengthens the relationship between PSAK 115 implementation
and dividend payments.
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In conditions of financial distress, the company's economic activity tends to decline, which
has an impact on limited cash inflows. naturally limits the manager's room for manoeuvre
to use free cash flow (FCF) opportunistically, thus potentially reducing agency costs on
FCF. in a situation of high financial stress, principals (shareholders) still have concerns that
managers (agents) can misuse available funds for personal gain, especially when asymmetric
information is still high and company conditions are difficult to monitor directly (Azeem ez

al. 2023).

Signalling theory becomes very relevant in this context, because parties who have more
information, namely management, can convey signals to the market in order to reduce
uncertainty and information asymmetry between agents and principals. One form of
credible and reliable signal is the selection of high-quality auditors, such as the Big 4 Public
Accounting Firm or auditors who specialise in certain industries. The involvement of
highly reputable auditors provides independent assurance of the fairness and reliability of
financial statements, thus indicating that the information submitted to the public truly
reflects the company's actual financial condition (Bakri, 2021).

Auditors with good quality are able to see the effectiveness and efficiency of the policies or
methods used by the company. Auditor quality is able to weaken management
opportunities to use cash flow for management's own interests so that the higher the audit
quality, the less opportunity to use FCF for management interests which causes the
tendency for dividend payments to decrease due to lower agency costs(Ashma’ & [Laksmi,
2023). Based on the theoretical basis and previous empirical findings. Then the proposed
hypothesis is:

H4: Audit quality strengthens the relationship of financial distress to dividend
payments.

Based on the previous explanation, the model of this study will be known as follows:

Audit quality (Z)

Implementation of
PSAK 115 (X1)

\ J
Dividend Payment ]
s N\
Financial Distress ™
X2
\ J
4 3\

Company Size
- Teori Agensi: Agency Problem Type 1

- Teori Sinyal

METHOD

The population in this study are companies listed on the Indonesia Stock Exchange from
2016 to 2023, excluding companies in the financial sector due to the different nature of
their business activities. This study uses purposive sampling technique with criteria:

a) Companies that are listed consecutively on the Indonesia Stock Exchange (IDX) for the
petiod 2016 to 2023.

Figure 1.
Hypothesis
Development
Framework
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b) The company presents financial reports consistently from 2016 to 2023.

c) Companies from industries that on average experience a decrease in Dividend Payout
Ratio (DPR).

d) The company has implemented PSAK 115 as of 1 January 2020.

The reason these companies were chosen is because they are considered capable of
providing consistent and relevant data to observe the impact of the implementation of
PSAK 115 before and after on dividend policy. In addition, the financial sector was
excluded because the business and regulatory characteristics of the industry differ
significantly. The focus on industries that experienced a decline in the average Dividend
Payout Ratio also allows researchers to test the relationship between the implementation of
PSAK 115 and dividend policy more precisely.

Dividend Payment

Dividend payments are the amount of cash paid out to shareholders during a given
accounting period (Pinto & Rastogi, 2019). The formulation to calculate dividend payment
is asfollow:

Dividend per share (DPS)
Earning per share (EPS)

Dividend Payout Ratio (DPR) =

Implementation of PSAK 115

The implementation of PSAK 115 is using a dummy variable score 0, for the years 2016-
2019 before the implementation of PSAK and a dummy variable score 1, for the years
2020-2023 after the implementation of PSAK (Ritel & Pertambangan, 2024).

Financial Distress

Financial distress conditions when current assets and current debt do not match, or the
cash flow of a company is insufficient to pay off existing obligations (Aljughaiman e a/.
2023). The formulation to calculate financial distress is asfollow:

Working Capital

a. Current Assets =
Total Assets

Retained Earnings

b. Leverage Internal = Total Assets

Earnings Before Interest and Taxes
ROA =

Total Assets
Stock Market Value
d. Market levarage =
Total Debt
Sales
e. Asset Turnover = ———
Total Assets

Audit Quality

326

JRAR
15.2



327

JRAR
15.2

Jurnal Reviu Akuntansi dan Keuangan, Vol. 15, No. 4, hal 319-335, tahun 2025

Audit quality is the ability of an accountant to find
and report the occurrence of fraud that occurs in client companies. for measurement using
a dummy variable score 0, for KAP nonBig 4 and a dummy variable score 1, for KAP Big 4

(Almarayeh ez al. 2020).
Company Size

Company size is the size of a company which is assessed by total assets, sales, total profit,
tax burden and others (Ibrahim & Abdon, 2020). The formulation to calculate company

size is asfollow:
Company Size = LN (total assets)

The Eviews 13 program was used for data analysis, which employed two methods: panel
data regression and moderation regression analysis. Panel data regression was used to
examine the effect of independent variables on the dependent. In addition, moderation
regression analysis was used to determine the effect of additional independent variables on
the relationship between the independent and dependent variables. So the research model
is as follows:

DPth zﬁo + B1PSAKit + ﬁzFDit + ﬁz,AQit + B4PSAKit X AQit + ﬁsFDit X AQit + BgsIZEit
+ B;Industry + €

DPR is dividend payments, PSAK is PSAK 115 implemention, FFD is financial distress, AQ
is audit quality, SIZE is company size, Industry, § is beta, and e is error.

RESULT AND DISCUSSION

This study uses secondary data from 796 companies listed on the Indonesia Stock
Exchange for the period 2016-2023. In the sample criteria, companies that did not present
financial reports consistently in the 2016-2023 period were 397 companies. Companies
from industries that on average did not experience a decrease in DPR in the 2016-2023
petiod were 294 companies. Companies that have not implemented PSAK 72 on 1 January
2020 are 2 companies. So that the final result of the sample studied was 103 companies
with an observation period of eight years.

An overview of this research data using descriptive statistical analysis. Furthermore, the
results of data processing are presented in Table 1, where it can be seen that PSAK 115,
financial difficulties as the independent variable, and dividend payments as the dependent
variable, as well as audit quality as the moderating variable have a standard deviation that is
higher than the mean value. this indicates a large spread of data variables which can be
considered as unreliable data for PSAK 115, financial difficulties, dividend payments and
audit quality. In addition, this also indicates that there are some outlier data or data that are
too extreme in PSAK 115, financial difficulties, dividend payments and audit quality.
Meanwhile, company size as a control variable has a standard deviation that is lower than
the mean value, indicating that the spread of data on this variable is small or not too large.

A normality test needs to be performed on regression to ensure that the residual values in
the regression model are normally distributed. Furthermore, the skewness-kurtosis test is
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used as a normality test in this study. Based on the results of the normality test, the
probability value is more than 0.05, indicating that the data used is normal.

328
The correlation between independent variables in the panel data regression model is
estimated using multicollinearity estimation. In this study, the average of the independent
variables was used to perform multicollinearity analysis. If the covariance is less than 0.80,
then multicollinearity is considered not to occur. Conversely, if the covariance is greater
than 0.80, then multicollinearity among the independent variables is considered to occur.
Heteroscedasticity test needs to be done to determine whether there is inequality of
variance in the residuals of the panel data regression model. In addition, the probability
value of the Breusch-Pagan Lagrange Multiplier test is used to determine whether
heteroscedasticity occurs or not in the regression model.
Variable N Minimum Maximum  Average  Std. Dev
Dividend Payment 103 0.000000 538003.2 684.3793  187.4196
PSAK 115 103 0.000000 1.000000 0.500000  0.500304
o Fabel I inancial Distress 103 3104190 5224200 0328606 21.56099
€sC (&
S tat?sti‘és Audit Quality 103 0.000000 1.000000 0.332524  0.471404
Company Size 103 22.83700 32.75400 28.50763  1.763199
Tabel 2. Source: Data processed by Eviews 13
The Results
of the ; ; I Y
. Unstandardized_residual Limit Description
Normality
Test 0.057 0.05 Normal
Source: Data processed by Eviews 13
Tabel 3. Variable PSAK 115 Financial Audit Company
The Results Distress Quality Size
of the PSAK 115 1.000000 0.013178 -0.015456 0.014580
Multicolline Fina.ncial DiSthSS 0.013178 1.000000 -0.056964 -0.113377
arity Test Audit Quality -0.015456 -0.056964 1.000000 0.328130
Company Size 0.014580 -0.113377 0.328130 1.000000
Source: Data processed by Eviews 13
Tabel 4 Variable Coefficient Std. Error t-Statistic Prob.
The Results PSAK .l 15 . 0.075767 0.043773 1.730912 0.0839
of the Financial Distress 0.002800 0.004902 0.571044 0.5681
Heterosceda ~_Audit Quality -0.096036 0.107754 -0.891258 0.3731
sticity Test ~ Company Size 0.056236 0.061103 0.920342 0.3577
C -0.807860 1.738059 -0.4648006 0.6422
Source: Data processed by Eviews 13
Based on the results of the heteroscedasticity test conducted using the Glejser test, the PSAK 115, JRAK
financial distress and dividend payments variables do not show heteroscedasticity as indicated by
the prob value. In addition, because the coefficient values of PSAK 115, financial distress and 15.2

dividend payments are greater than 0.05, HO is accepted, this indicates that the panel data regression
model does not occur heteroscedasticity.
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Table 5 shows that the coefficient of determination R2 is 0.560989. Thus, PSAK 115, financial

Tabel 5.
distress and audit quality as variables can be explained by dividend payments by 56%, while the e
. 0 . . . o The Results
remaining 44% can be explained by other variables not examined in this study.
of the R2
Coefficient
Adjusted R2 Square of
0.560989 Determinati
on Test
Source: Data processed by Eviews 13
Variable Coefficient t-Statistic Prob. Explanation
HI1 -0.397566 -4.439498 0.0000 Accepted Tabel 6.
H2 -0.027074 -2.699421 0.0071 Accepted Result
H3 0.011865 2.116926 0.0346 Accepted Summary
H4 0.011619 1.119020 0.2635 Rejected

Source: Data processed by Eviews 13

Based on the table above, H1 and H2 have statistical probability values <0.05 with negative
coefficients. Therefore, it can be concluded that PSAK 115 and financial distress have a
negative influence on dividend payments. H3 audit quality can strengthen the effect of the
relationship between PSAK 115 and dividend payments, while H4 has a statistical
probability value > 0.05. Therefore, audit quality cannot strengthen or weaken the effect of
the relationship between financial distress and dividend payments.

Effect of PSAK 115 Implementation on Dividend Payment

Based on the results of this study, PSAK 115 has a negative effect on dividend payments.
PSAK 115, which adopts IFRS principles, encourages improved financial reporting quality
through more accurate earnings estimates and more timely revenue recognition. This
increased transparency has direct implications for reducing information asymmetry
between managers and shareholders, which is at the core of type 1 agency problems
(Jensen & Meckling, 1976). In the context of this agency theory, dividends are often used
by shareholders as an indirect monitoring mechanism for managers. As financial
information becomes more reliable and credible thanks to the adoption of PSAK 115, the
need for shareholders to demand high dividends as a control tool weakens, as trust in
management increases.

The implementation of PSAK 115 can be interpreted as a good signal from the company to
the market regarding its commitment to transparent, quality and integrity financial
reporting practices. This improvement in the quality of financial statements strengthens
investor confidence in the company's performance and governance, thereby reducing
external pressure to distribute free cash flow in the form of dividends. In other words,
companies no longer need to use high dividend policy as a tool to reduce investor concerns
about potential conflicts of interest.

Dividends serve as a tool to reduce agency costs by suppressing the potential opportunistic
behavior of managers, increasing dividends can be a management strategy to mitigate the
mismatch of interests between shareholders and managers. Thus, when reporting quality
increases thanks to PSAK 115, the pressure to use dividends as a means of mitigating
agency conflicts tends to decrease. The results of this study are in line with previous studies
conducted of Lee & Choi, (2024); Helmi e a/., (2023); and Bessler ¢ al., (2023 show that the
adoption of IFRS, including PSAK 115, significantly increases transparency, reduces
earnings management practices, and strengthens the accuracy and comparability of financial
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statements. Therefore, the stronger the implementation of PSAK 115, the lower the
tendency of companies to pay large dividends, because agency problems can be minimized
through credible financial reporting.

The Effect of Financial Difficulties on Dividend Payments

From the results of this study, financial distress has a negative effect on dividend payments.
financial distress conditions can affect the company's dividend policy. In the framework of
type 1 agency theory Jensen & Meckling, (1976) conflicts of interest between managers and
shareholders arise due to information imbalances and different objectives. When the
company is in financial distress, management tends to be more cautious in using cash,
because the main priority shifts towards fulfilling short-term obligations and efforts to save
the company's operations. In this situation, managers prefer to retain profits rather than
distribute them as dividends, on the grounds of maintaining the liquidity of the company.
Shareholders, although they may want dividends as a form of return on investment, tend to
understand the decision because the risk of bankruptcy outweighs the short-term benefits
of dividends.

Under conditions of financial distress, the potential for type 1 agency conflicts between
management and shareholders may increase due to concerns that managers will use internal
funds inefficiently, financial pressures actually limit management's room for maneuver to
act opportunistically due to limited cash and resources. companies facing financial
difficulties tend to withhold dividend payments as a conservative measure to maintain
liquidity and avoid expensive external financing. This policy reflects a shift in the
supervisory mechanism over management, from dividend policy to direct supervision over
the use of cash. when the company is experiencing financial distress, the inability or
decision not to pay dividends is a negative signal to the market that the company is in a
weak financial condition. Therefore, to avoid sending a deeper negative signal, management
chooses to withhold dividends and focus more on maintaining operational sustainability.
The results of this study are also in line with the findings of Krieger e/ a/ (2021) and Sidhu
et al. (2023), which state that financial difficulties significantly reduce corporate profits and
cash flows due to decreased economic activity during the crisis, thereby reducing the
potential for misuse of free cash flow by management.

The Moderating Role of Audit Quality in the Effect of PSAK 115 Implementation on
Dividend Payments

Based on the results of this study, audit quality can moderate the effect of PSAK 115 on
dividend payments by encouraging improved financial reporting quality through more
accurate earnings estimates and more timely revenue recognition. This can reduce
information asymmetry and mitigate agency problems. As the transparency of financial
statements increases, shareholders' trust in management also increases, so the need to use
dividends as an indirect monitoring tool is reduced. The implementation of PSAK 115 can
also be viewed as a positive signal to the market that the company is committed to credible
and transparent reporting practices. Thus, the need to implement a high dividend policy to
reduce agency conflicts decreases. The adoption of IFRS, including PSAK 115, contributes
to increased transparency, reduced earnings management practices, and strengthened
accuracy and comparability of financial statements. Based on signal theory, a high quality
audit will strengthen the positive signal from the adoption of SFAS 115 to the market,
thereby further reducing investor pressure on dividend policy. Conversely, if audit quality is
low, the signals conveyed through financial statements become less credible, and investors
tend to continue to demand dividends as a means of monitoring management.
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Big 4 Public Accounting Firms are seen as capable of providing higher quality audits,
especially after the implementation of the latest IFRS, PSAK 115, encourages financial
reporting with more reliable earnings estimates and revenue recognition. From a signalling
theory perspective, high audit quality acts as a positive signal, indicating that the financial
statements are trustworthy, thereby reducing information asymmetry and agency conflicts.
Competent auditors are also considered capable of evaluating the effectiveness and
efficiency of company policies (Ashma’ & Laksmi, 2023). The results of this study are in
line with those conducted Benkraiem e 4/., (2022); Hasanah, (2022); and Huda e# 2/ (2021),
which show that audits by Big 4 KAP or industry specialist auditors increase the
comparability of financial statements and investor confidence in decision making. In
addition, audit opinion and auditor specialization have also been shown to have a positive
impact on market perception, as quality audits provide strong signals to external parties,
reduce doubts, and prevent underestimation of company prospects.

The Moderating Role of Audit Quality in the Effect of Financial Distress on
Dividend Payment

The results showed that audit quality was unable to strengthen the effect of financial
difficulties on dividend policy, which indicates that auditors have not been effective in
limiting management's opportunities to act opportunistically, especially when the company
faces financial pressures. viewed from the perspective of signal theory, that audited
financial statements should be a credible signal for investors in assessing the condition and
prospects of the company. However, the results of this study indicate that audits conducted
by KAP Big Four and non big for fail to provide convincing signals regarding financial
stability and dividend policy, so they are unable to significantly reduce information
asymmetry or increase investor confidence.

The results of this study can be caused by several conditions that affect audit effectiveness
in situations of financial distress. Company financial difficulties are often triggered by
external factors, sometimes macroeconomic conditions, recessions, or market fluctuations
that are beyond the auditot's control (Elsandi & Sufina, 2023). In addition, auditors do not
have full access to relevant internal information to fully understand the company's financial
condition. Based on type 1 agency theory, information imbalances between management
(agents) and shareholders (principals) can encourage opportunistic behavior by
management, especially when the company is under financial pressure. under these
conditions, audited financial statements should serve as a credible signal to reduce
information asymmetry. However, in reality, auditors' limited access to internal information
hampers their ability to provide strong signals, so shareholders increasingly rely on
information from management that is potentially biased and does not fully reflect the
company's financial condition objectively.

Although signal theory considers high-quality audits as an indicator of financial statement
reliability, in practice such signals are not always effective, especially when companies face
financial pressures. External factors and auditor limitations in accessing internal
information make audits fail to reduce information asymmetry, so investor confidence and
influence on dividend policy remain low. The results of this study are in line with the
findings of Ibrahim & Abdon, (2020) which show that audit quality has no correlation with
dividend payments. the results of this study are also supported by Hakiki & Mappanyukki,
(2022) which state that higher audit quality can increase investor confidence, but actually
causes the tendency of dividend payments to decrease due to lower agency costs.

CONCLUSIONS
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This study aims to examine the effect of PSAK 115 implementation and financial distress
on dividend payout policy, with audit quality as a moderating variable. The results showed
that the implementation of PSAK 115 has a negative effect on dividend policy. Improved
quality of financial reporting that is more transparent and accurate reduces the need for
companies to use dividends as a supervisory tool for management. In addition, financial
distress also has a negative impact on dividend payments, as companies tend to prioritise
liquidity and operational continuity. Audit quality proves to be able to strengthen the effect
of PSAK 115 implementation on dividend policy, but audit quality is not effective
strengthening the effect of financial distress on dividend payments. This indicates the
limited role of audit in providing reassuring signals when the company is under financial
stress.

The application of this research is for companies, the implementation of PSAK 115 should
be supported by an increase in audit quality so that investor confidence in financial reports
is stronger, so that the pressure to pay large dividends can be minimized and the focus on
managing the company becomes more optimal. Regulators and capital market authorities
need to encourage transparent financial reporting standards and high-quality audits,
especially in financial distress situations, so that the information submitted is more credible
and reliable for investors. For future researchers, it is recommended to examine mote
deeply the role of audit quality by considering additional variables such as management
transparency and the level of auditor access to internal company information, especially in
conditions of financial distress. In addition, future research can explore the influence of
external macroeconomic factors that affect audit effectiveness and dividend policy.
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