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	This study aims to examine the effect of independent variables: the quality of financial statements (X) on investment efficiency (Y) with litigation risk as a moderating variable (Z) in manufacturing companies listed on the Indonesia Stock Exchange. The research method used is a quantitative method with an explanatory reseach approach. The population in this study is the financial report data of manufacturing companies listed on the IDX for 2018-2022 as many as 193 companies. The data collection technique in this study used purposive sampling techniques and produced sample samples of 39 manufacturing companies listed on the IDX for 5 years. Data analysis techniques that are processed using IBM SPSS Statistics. The results of this study show that the variable quality of financial statements is not negligible to investment efficiency. While the litigation risk variable is able to moderate the quality of financial statements on investment efficiency.



INTRODUCTION
The capital market is a place where investors can invest their capital to continue to grow and is a means to facilitate investment activities. Investment is the linkage of various funds and other resources made today to gain profits and profits in the future (Tandelilin, 2017). When making an investment, a person usually considers several factors that can influence investment decision making, including information regarding economic conditions, changes in stock prices, interest rates and so on. That way, investors can minimize the risks that will occur. An investor must be able to consider and determine the right investment decisions, so that the investment made will be efficient (Verawaty et al., 2022).
Investment efficiency is the company's optimal investment level where the investment is a profitable form of investment for the company (Sari & Suaryana, 2014). One of the criteria that companies can use for investment decisions is the use of Net Present Value (NPV). The manager estimates the Net Present Value (NPV) of the proposed investment project. Ross, Westerfield and Jordan (2008) state that NPV is the difference between the investment price and its cost in the market. If the NPV of the investment is high, the company should make or accept the investment because the investment will provide optimal results for the company in the future. If a company receives a project with a low NPV value, then it can be said that the company is in a state of overinvestment or vice versa, if the company receives a project with a high NPV value, then the company can be said to be in a state of underinvestment (lack of investment) (Biddle et al., 2009).
The company that is the subject of this research is a manufacturing company listed on the Indonesia Stock Exchange. Manufacturing companies are one of the biggest contributors to GDP in Indonesia. The government is paying serious attention to efforts to stimulate investment value, especially from the manufacturing sector. This is because industrialization activities are considered to have a wide multiplier effect on the national economy, including an increase in the added value of domestic raw materials, absorption of local labor, and foreign exchange earnings from exports (kemenperin.go.id). 

Figure 1 . Investment Realization in Manufacturing Sector (2017-2021)
Source: Ministry of Investment/BKPM, 2021

Minister of Industry Agus is optimistic that Indonesia is still the main destination country for investment, especially for the manufacturing industrial sector (Fajar, 2019). However, the phenomenon regarding investment efficiency that has occurred in Indonesia is that the Indonesian economy is still considered wasteful and inefficient, due to the high cost of investing in the country . (Mustami, 2022). This can be seen from the Incremental Capital Output figures The ratio (ICOR) is quite high, even above the economic growth target. The Central Statistics Agency (BPS) noted that Indonesia's ICOR has only experienced a slight decline in the last five years, but has increased dramatically in 2021. In 2016 ICOR was recorded at 6.73%, and increased in 2017 by 6.95%. Then, in 2018 it fell slightly to 6.72%, in 2019 it increased to 6.88%, in 2020 it fell to -15.09%, then in 2021 it increased again to around 8.16% ( www.kontan.co.id ) . ICOR is one of the parameters that shows the level of investment efficiency in a country. The smaller the ICOR number, the more efficient investment costs must be to produce a certain output.
Investment efficiency is influenced by the quality of financial reporting (Rahmawati & Harto, 2014). Financial reporting is used to forecast or plan activities to be carried out in the next period (Verawaty et al., 2022). Inadequate disclosure of financial statements leads to unfocused and inefficient management decisions. Inadequate financial reporting can occur because managers who are not company owners act against the will of the owner in operating the company (Rahmawati & Harto, 2014). This conflict creates an information asymmetry event, where one party to the transaction has more or better information than the other party. Therefore, companies need to provide quality financial statements so that they can be used for decision making.  According to Awalia and Daljono (2014) Asymmetric information can degrade the quality of financial reporting results, which in turn can lead to litigation risk.
Litigation is one of the external factors that influence the behavior of managers in managing the company. The manager will inform the current state of the business and the high risk of litigation that the business will face, so that the information in the financial statements accurately reflects the actual condition of the business. This is done by regulators to avoid the risk of litigation with third parties. Manipulation of financial statements seems to have become a corporate culture to attract the attention of investors who want to invest in the company, besides that it will also result in damage to the interests of the entitled parties in the company so that the aggrieved party can report the company through the law for violations of standards or agreements that have been previously established.
Several previous studies related to the effect of financial statement quality on investment efficiency and litigation risk as moderation variables were conducted by (Ardianto et al., 2021; Fathmaningrum & Dewi, 2021; Firawan & Dewayanto, 2021; Hariyanto et al., 2020; Pranata & Fitriyah, 2020; Suaidah & Sebrina, 2020; Verawaty et al., 2022) showed that the quality of financial reporting has a positive effect on investment efficiency and litigation risk, strengthening the relationship between the quality of financial statements on investment efficiency  (Fathmaningrum & Dewi, 2021). On the contrary, several previous studies related to the effect of the quality of financial statements on investment efficiency were conducted by (Emawati & Budiasih, 2020; Putra & Damayanthi, 2019; Umiyati & Riyanto, 2019; Verawaty et al., 2022) showed that the quality of financial reporting negatively affects investment efficiency in underinvestment and overinvestment conditions (Putra & Damayanthi, 2019) and litigation risk weakens the relationship between financial statement quality and investment efficiency (Verawaty et al., 2022). Investment efficiency is very important for companies to increase company value and optimize the use of available resources. However, investment efficiency cannot be achieved without accurate and reliable information about the company's financial performance. Therefore, the quality of financial statements and preventing litigation risks in companies are very important in improving investment efficiency.
Agency theory
Agency theory discusses the existence of an agency relationship between principals and agents. The agency perspective becomes the basis for understanding investment decisions made by management itself. Agency relationships are shown between managers (agents) and investors (principals). The relationship between agency theory and the quality of financial reporting and investment performance is that agents are responsible for managing business operations and preparing financial statements as a form of management responsibility. This financial statement will later show the company's financial position and be used by management as a basis for decision making. Principal decisions are about identifying investments that can be useful to the business.
Contingency Theory
Contingency theory is often referred to as situational theory. This theory explains that there are situational factors that can influence other variables. According to Istanti, (2018) Contingency theory relates to businesses that have difficulty in predicting events that will occur in the future. Contingency theory helps companies design organizations that take into account uncertain environmental conditions as well as company size (Istanti, 2018). The degree of influence of environmental uncertainty that makes it difficult to monitor or control an organization. Litigation risk is an external factor that is unlikely to influence managers' behavior in managing the company. The financial reports issued by the company will vary depending on the risk of litigation. As a result, litigation risk becomes an environmental uncertainty whose occurrence will affect the company's status.
Investment Efficiency
According to Basalamah and Haming (2010), investment is the purchase of real assets (land, houses, cars, etc.) or financial assets (shares, bonds, mutual funds, stock exchanges, etc.) with the aim of getting more income in the future. According to Sari (2014), efficiency is a measure of how efficiently resources are used, without wasting existing resources. Investment efficiency is the optimal level of investment made by a company whose investment produces a positive return for the company (Sari & Suaryana, 2014). To achieve efficient investment, companies must be able to avoid situations of excess and underinvestment.
Quality of Financial Statements
According to Kasmir, (Kasmir, 2013) financial statements are reports that show the company's current financial condition or future period. The purpose and purpose of the financial statements show the financial condition of the company. Financial statements are made with the aim of being used by various parties, including the company's own internal parties such as managers, employees, trade unions and others. The parties who are actually most interested in financial statements are external users (shareholders, creditors, government, society). Management really needs financial statements to make decisions and make plans. For this reason, companies must always strive to produce quality financial statements. The quality of financial statements can be seen from the quality characteristics of financial statements. These characteristics are listed in SFAC No.2, namely, relevance, reliability, comparability and consistency, cost-benefit balance and materiality.
Litigation Risk
Understanding litigation risk according to Juanda(2007) is a risk inherent in a company that creates a risk of litigation by interested parties in the company who feel disadvantaged. These parties include creditors, investors and regulators. In Indonesia, law enforcement efforts in the field of financial reporting of companies listed on the capital market by the government are starting to show increasing intensity. The intensity of law enforcement makes companies more likely to face litigation. Litigation risk as an external conditioning factor is based on the idea that investors and creditors are legally protected parties. Investors and creditors who fight for their rights and interests can carry out litigation and sue the company. Because the company does not carry out its activities in accordance with the agreed contract. For example, a company's inability to pay its debts arising from its creditors. From investors, since the company carries out transactions that result in losses for investors, as evidenced by fluctuations in share prices and volume. For example, withholding negative information that should be reported (Juanda, 2007).
Conceptual framework
This study aims to explain and reveal the effect of financial statement quality (X) on investment efficiency (Y) with litigation risk (Z) as a moderating variable. The conceptual framework in this study is as follows:
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Figure 2. Conceptual Framework

Hypothesis
The relationship between the quality of financial reporting and investment efficiency is related to the reduction of information asymmetry between companies as financial institutions and external parties (Biddle et al., 2009). Information asymmetry is one of the factors that affect company investment, because it reduces the quality of company investment decisions (Sari & Suaryana, 2014). From the perspective of agency theory, there are many ways to reduce information asymmetry. For example, disclosure of the quality of financial reporting allows adequate supervision of management activities and reduces opportunistic behavior of management (Rahmawati & Harto, 2014). This is because financial statements should provide information that helps investors, creditors, and other users to make reasonable investments, credit scoring, and other similar decisions (Gerald et al., 2003). However, in corporate activity, management may make investments that are not in accordance with shareholder objectives (Jensen dan Meckling, 1976).
Research from (Verawaty et al., 2022) which shows the results that the quality of financial statements has a positive effect on investment performance. Quality financial statements will incentivize managers to be more accountable because they allow users of financial statements to supervise, thereby reducing information asymmetry.
H₁: The Effect of Financial Report Quality on Investment Efficiency
Biddle and Hilary's findings (2006) show that litigation risk will reduce asymmetric information and improve accounting quality because better accounting quality will increase the efficiency of capital allocation. The risk of litigation arises when there is a discrepancy or conflict in the agreement the company has with a third party that could damage the company's reputation. Likewise, contingency theory explains the existence of situational factors that can influence one variable over another. Litigation risk is an external factor that may occur which is uncertain in nature. The risk of litigation will affect managers' attitudes in running the company. The company's stated financial statements will change as litigation risks emerge. Therefore, litigation risk is environmental uncertainty whose existence can affect conditions within the company. Preventing litigation risk may involve improving the quality of financial reporting.
Fathmaningrum and Dewi's research (2021) research which shows the results states that Litigation Risk strengthens the positive influence of Financial Statement Quality on Investment Efficiency. Litigation risk is a risk that has the potential to incur a lot of costs because it deals with legal issues. So to avoid high litigation risks, the company improves the quality of financial statements. The published financial statements describe the actual condition of the company, making it easier for investors to make investment decisions so that the investments made run efficiently.
H2: The Effect of Litigation Risk on the Relationship between Financial Statement Quality and Investment Efficiency.

METHOD
Types of research
The approach used in this research is an explanatory research approach which aims to test the proposed hypothesis. This research is expected to explain the relationship and impact between the independent variables and the dependent variable of the hypothesis. In this research, researchers used quantitative assessment methods. Quantitative methods are research methods used to study certain populations and samples (Sugiyono, 2009).. Samples are taken randomly and analyzed quantitatively or statistically to test the proposed hypothesis.
Data Types and Sources
The type of data used in this research is secondary data. Secondary data is data obtained through existing sources. The data used in this research is company annual report data. Data was obtained from the Indonesia Stock Exchange (BEI) website via www.idx.co.id , https://finance.yahoo.com , and the company website.
Population and Sample
The population of this research is manufacturing companies listed on the Indonesia Stock Exchange during the 2018-2022 period. The population in this study was 193 manufacturing companies. The sampling technique is based on purposive sampling, by determining the following characteristics:
a. Manufacturing companies listed on the Indonesian Stock Exchange during 2018-2022.
b. Have complete financial reports that have been audited for 2018-2022.
c. Manufacturing companies that present financial statements not in rupiah in 2018-2022.
d. Companies that present the required variable data

Table 1. Research Sample Criteria
	No.
	Criteria
	Number of Companies

	1
	Manufacturing company listed on the Indonesia Stock Exchange (BEI) 2018-2022
	193

	2
	Do not have complete financial statements that have been audited for 2018-202 2
	(34)

	3
	are not presented in rupiah during 2018 -2022
	(30)

	4
	Companies that do not present the required variable data
	(90)

	Number of Companies as Samples
	39

	Number of Observations (39 x 5 Years)
	195



Operational Definition of Variables
Quality of Financial Statements
The variable quality of financial statements is proxied by the quality of accrual. To be able to measure the value of the accrual, this study will follow the accrual measurement model developed by (Chen et al., 2011). The following is an accrual calculation model from Kothari et al. (2005):


Information:
= Measure of total accruals of company i in year t
= Change in the amount of sales of company i in year t
= Net value of total fixed assets owned by company I in year t
= Performance measurement derived from the level of net profit/return on assets.
= The total value of the company's assets in the previous period.
Investment Efficiency
The expected level of investment for companies i and t is measured using a model that predicts the level of investment based on the company's growth opportunities (measured by increased sales) (Biddle et al., 2009). Deviations from the model reflected in the investment model error indicate investment efficiency. The following model measures investment efficiency.
Investmenti,t +1 = β 0 + β 1 Sales Growthi,t + ε i,t+1
Information:
Investment i,t+1 = total investment of company i in year t. Measured by the net increase in tangible fixed assets and intangible assets divided by lagged total assets.
Sales Growth i,t = rate of change in company sales from t-2 to t-1.
Litigation Risk
To measure litigation risk, this research conducted a factor analysis of the variable components (1) stock market return and stock turnover, both of which represent the volatility of promissory note shares; (2) liquidity and solvency, both of which represent financial risk; (3) company size is an indicator of political risk (Juanda, 2007). The steps to measure litigation risk are as follows:


1. Stock Return (RET)

2. Stock turnover (TURNOV)

Where:
TURNOV t : Turnover or stock volume turnover
VOL t : Average stock volume
LBS t : Number of shares outstanding
3. Liquidity (LIK)

4. Leverage (LEV)

5. Company size (SIZE)

Five variables were combined by conducting factor analysis to determine the litigation risk index. A high index value indicates a high risk of litigation and vice versa for a low index value.


RESULTS AND DISCUSSION
Descriptive Statistical Analysis
This analysis explains descriptively the variables used in this study, including independent variables, namely the quality of financial statements and dependent variables, namely investment efficiency and moderation variables, namely litigation risk. Data processing in this study used IBM SPSS Statistics tools, the results of descriptive statistical test analysis as follows:
Table 1. Descriptive Statistical Test Results
	[bookmark: _Hlk144286029]descriptive Statistics

	
	N
	Minimum
	Maximum
	Means
	std. Deviation

	Quality of Financial Reports (X)
	195
	.63
	2.51
	1.7969
	.12450

	Litigation Risk (Z)
	195
	.13
	3.88
	.7862
	.53232

	Investment Efficiency (Y)
	195
	- . 83
	. 00
	.1870
	.13834

	Valid N (listwise)
	195
	
	
	
	


Source: Output data processed with IBM SPSS Statistics, 2023

Classic assumption test
Normality test
Table 2. Normality Test Results
	One- Sample Kolmogorov-Smirnov test

	
	Unstandardized Residual

	N
	195

	Normal Parameters a,b
	Means
	.0000000

	
	std. Deviation
	.11337284

	Most Extreme Differences
	Absolute
	.060

	
	Positive
	,057

	
	Negative
	-.060

	test Statistics
	,060

	Asymp. Sig. (2-tailed) c
	085

	Monte Carlo Sig. (2-tailed) d
	Sig.
	,089

	
	99% Confidence Interval
	Lower Bound
	081

	
	
	Upper Bound
	096

	a. test distribution is Normal.

	b. Calculated from data.

	c. Lilliefors Significance Correction.

	d. Lilliefors ' method based on 10000 Monte Carlo samples with starting seed 221623949.


Source: Output data processed with IBM SPSS Statistics, 2023

Based on the table above, the value of Asymp is obtained. Sig. (2-tailaed) of 0.085 which means the value is greater than 0.05 so that it can be concluded that the variables Financial Statement Quality (X), Litigation Risk (Z), and Investment Efficiency (Y) are declared to have been statistically normal distribution and are worthy of being used as information in research.
Multicollinearity Test
Table 3. Multicollinearity Test
	Coefficients a

	Model
	Collinearity Statistics

	
	tolerance
	VIF

	1
	(Constant)
	 
	 

	
	Quality of Financial Reports (X)
	,996
	1,004

	
	Litigation Risk (Z)
	,996
	1,004

	a. Dependent Variable: Investment Efficiency (Y)


Source: Output data processed with IBM SPSS Statistics, 2023

Based on the table above, it can be explained the results of the multicollinearity test that the tolerance value of the two variables is 1,000 > 0.10 and VIF is 1,042< 10 then the variables of the two variables above are declared not to occur multicollinearity.
Autocorrelation Test
Table 4. Autocorrelation Test Results
	Summary Model b

	Model
	R
	R Square
	Adjusted R Square
	std. Error of the Estimate
	Durbin-Watson

	1
	.223 a
	,050
	,040
	.11227
	1,901

	a. Predictors: (Constant), Litigation Risk (Z), Financial Report Quality (X)

	b. Dependent Variable: Investment Efficiency (Y)


Source: Output data processed with IBM SPSS Statistics, 2023

Based on the table above, it can be known that the value of Durbin Watson (DW) is 1.901 and the number of observations (N) is 195, while the value of DU can be seen in the Durbin Watson table column K2 because the number of independent variables in this study there are 2 of which are the quality of financial statements and litigation risk, where the DU is 1.786 and the value of 4-DU (4-1.786 = 2.214) is 2.214. This shows DU <DW <4-DU where the value is 1.786 < 1.901 < 2.214 so it can be concluded that there is no autocorrelation.
Heteroscedasticity Test
Table 5. Heteroscedasticity Test Results
	Coefficients a

	Model
	Unstandardized Coefficients
	standardized Coefficients
	T
	Sig.

	
	B
	std. Error
	Betas
	
	

	1
	(Constant)
	.614
	.267
	
	2,300
	.023

	
	Quality of Financial Reports (X)
	.156
	,448
	.025
	,349
	.728

	
	Litigation Risk (Z)
	087
	,063
	.101
	1,386
	,167

	a. Dependent Variables : ABS_RES


Source: Data output processed with IBM SPSS Statistics, 2023

Based on the table above, it can be seen that the results of the heteroscedasticity test show that the results are obtained in the form of a significant value of Financial Statement Quality of 0.728 and Litigation Risk of 0.167 which have each significant value of < 0.05. So it can be concluded that there is homokedasticity or heteroscedasticity.
Hypothesis testing
The results of statistical tests t variables of financial statement quality on investment efficiency are presented in table 6, as follows:
Table 6. Regression Test Results I T Statistics
	Coefficients a

	Model
	Unstandardized Coefficients
	standardized Coefficients
	t
	Sig.

	
	B
	std. Error
	Betas
	
	

	1
	(Constant)
	-.110
	.302
	
	-.366
	.715

	
	Quality of Financial Reports (X)
	.165
	,167
	.071
	.986
	,325

	a. Dependent Variable: Investment Efficiency (Y)


Source: Data output processed with IBM SPSS Statistics, 2023

Based on the test results above, a significance value for the financial statement quality variable of 0.325 > 0.05 (significance level α = 0.05) can also be seen and the results of the comparison between t count and t table which shows the t count value is 0.986 while the t table value amounting to 2.028. From these results, it can be seen that t count < t table, namely 0.986 < 2.028. This shows that the quality of financial statements has an insignificant effect on investment efficiency. The results of the coefficient of determination (R2) test of financial statement quality variables on investment efficiency are presented in table 7, as follows:
Table 7. Regression Test Results I Coefficient of Determination (R2)
	Summary models

	Model
	R
	R Square
	Adjusted R Square
	std. Error of the Estimate

	1
	.071 a
	,005
	.000
	.13835

	a. Predictors: (Constant), Quality of Financial Statements (X)


Source: Output data processed with IBM SPSS Statistics, 2023

Based on table 8, it can be concluded that the R square value of 0.005 means that the variable quality of financial statements is able to explain 5% of investment efficiency and the rest is explained by other factors outside this study. The results of the statistical test t litigation risk variables between the relationship between financial statement quality and investment efficiency are presented in table 9, as follows:
Table 8. Regression Test Results II T Statistics
	Coefficients a

	Model
	Unstandardized Coefficients
	standardized Coefficients
	t
	Sig.

	
	B
	std. Error
	Betas
	
	

	1
	(Constant)
	,268
	,230
	
	1.162
	,247

	
	Quality of Financial Reports (X)
	-.304
	,163
	-.276
	-1,857
	.065

	
	Litigation Risk (Z)
	-.748
	,284
	-2,858
	-2,631
	,009

	
	XZ
	.499
	,201
	2,733
	2,486
	.014

	a. Dependent Variable: Investment Efficiency (Y)


Source: Output data processed with IBM SPSS Statistics, 2023

Based on the test results above, a significance value for the X*Z variable (interaction between financial statement quality variables and litigation risk) was obtained at 0.014 < 0.05 (significance level α = 0.05) and it can also be seen the results of the comparison between tcalculate and ttabel which shows a calculated value of 2.486 while the ttabel value is 2.028. From these results, it can be seen that the tcount > ttabel is 2.486 > 2.028. This shows that litigation risk is able to moderate the relationship between the quality of financial statements and investment efficiency. The test results of the coefficient of determination (R2) of variable X*Z (interaction between financial statement quality variables and litigation risk) with investment efficiency are presented in table 9, as follows:
Table 9. Regression Test Results II Coefficient of Determination (R2)
	Summary models

	Model
	R
	R Square
	Adjusted R Square
	std. Error of the Estimate

	1
	.243 a
	059
	,044
	.13553

	a. Predictors: (Constant), XZ, Quality of Financial Reports (X), Litigation Risk (Z)


Source: Output data processed with IBM SPSS Statistics, 2023

Based on table 9, it can be concluded that the R square value of 0.059 means that the litigation risk variable as a moderation variable is able to explain 5.9% of the relationship between the quality of financial statements and investment efficiency and the rest is explained by other factors outside this study.
Discussion
Effect of the quality of financial reports on investment efficiency
In H1 it is stated that the quality of financial statements affects investment efficiency. Based on the test results above, a significance value for the financial statement quality variable of 0.325 > 0.05 and it can also be seen from the comparison results between tcount and ttable which shows the value that tcount < ttable, namely 0.986 < 2.028. These results show that the quality of financial statements is not significant to investment efficiency. Thus, the hypothesis is rejected. The quality of financial statements is not significant to investment efficiency, it is possible that the influence of the quality of financial statements does not have a large share because investors may have other options besides the quality of financial statements in considering investment decisions for example, such as auditor specialization, accounting conservatism, debt maturity, company characteristics, corporate governance, ownership structure and others that can measure the level of efficient in investment. 
In terms of investing, maybe we will face risks when investing in the capital market such as purchasing power risk, liquidity risk, interest rate risk, market risk and other risks when we are not good and careful in considering investment decisions. If the company's management presents quality financial statements, investors will get information based on financial statements that present the actual condition of the company so that the level of information asymmetry between the two parties will be lower and investors will be able to carry out their investment activities efficiently. However, manipulation of financial statements still exists and harms stakeholders.  This suggests there are other factors such as human behavior as the culprit, culture, and environment.
The agency's theory that financial statement quality can increase information disclosure and increase investment efficiency is not evident in this study. The quality of financial statements does not necessarily indicate the low opportunitical attitude of managers.  The quality of financial statements described in this study is considered unable to reflect the actual condition of the contents of the financial statements. Good monitoring from third parties is still needed that can reduce information asymmetry and increase investor confidence in the financial statements presented so that investors can help managers show efficient investments. The results of this study are in line with several studies related to the effect of the quality of financial statements on the efficiency of investments made (Putra & Damayanthi, 2019; Setyawati, 2015) shows that there is no significant effect of the quality of financial statements on investment efficiency (Setyawati, 2015).
The Effect of Litigation Risk on the Relationship between Financial Statement Quality and Investment Efficiency
In H2 It is stated that the effect of litigation risk on the relationship between the quality of financial statements and investment efficiency. Based on the test results above, the significance value for variable X * Z (interaction between financial statement quality variables and litigation risk) was 0.014 < 0.05 and it can also be seen the results of the comparison between tcalculate and ttabel which shows the value that tcalculate > ttabel is 2.486 > 2.028. Which means that litigation risk variables are able to moderate the relationship between the quality of financial statements and investment efficiency. Thus, the hypothesis is accepted.
Litigation provides bad value to the company. Litigation risk is a risk that has the potential to incur a lot of costs because it deals with legal issues. Litigation risk will affect the attitude of managers in managing the company and will affect the company's investment decisions. So to avoid high litigation risks, the company improves the quality of financial statements. This is in line with contingency theory which says that litigation risk as an external factor is uncertain and will affect the behavior of managers in managing the company. Litigation risk variables strengthen the relationship between the quality of financial statements and investment efficiency. Which means the high risk of litigation faced by companies will improve the quality of financial reporting. Managers will try to avoid the risk of litigation, this happens because managers do not want their company to misjudge the risk of litigation. The published financial statements describe the actual condition of the company, making it easier for investors to make investment decisions so that the investments made run efficiently. However, to avoid the risk of litigation, managers may do various ways to improve the quality of financial statements.
Because in this case, the risk of litigation is higher, management will try to hide it by making slight adjustments to the financial statements to make them look attractive in the eyes of interested parties, such as investors and creditors, so that they always have confidence and interest in the company. However, this will worsen the results of the report because the information presented does not reflect the actual situation. This is done so that the company can continue to increase capital for its operations, because financial statements are used as a basis for decision making and management is worried that interested parties will not be interested in the company and the company does not receive money. to carry out its activities. its operations and earning profits that can be used to repay funds for the principal.
The results of this study are inconsistent with several studies related to the quality of financial statements on investment efficiency with litigation risk as a moderating variable conducted (Verawaty et al., 2022) stating that litigation risk does not have a significant effect and does not moderate but weaken the effect of financial statement quality on investment efficiency. Meanwhile, research (Ardana & Sujana, 2018) states that litigation risk has a significant effect and weakens the influence of financial statement quality on investment efficiency.


CONCLUSION
[bookmark: _Hlk86755490]Based on the results of research and discussion in the previous chapter, this study aims to examine the effect of the quality of financial statements on investment efficiency with litigation risk as a moderating variable in manufacturing companies listed on the Indonesia Stock Exchange for the 2018-2022 period. Based on the results of the study, it can be concluded that. The quality of financial statements does not affect investment efficiency. The quality of financial statements does not necessarily indicate the low opportunitical attitude of managers.  The quality of financial statements described in this study is considered unable to reflect the actual condition of the contents of the financial statements. The effect of litigation risk is able to moderate the relationship between the quality of financial statements and investment efficiency. The high risk of litigation faced by the company will improve the quality of financial reporting.
Based on the conclusions from the results of the study, suggestions are proposed. The suggestions put forward are divided into two, namely theoretical suggestions and practical suggestions as follows: Theoretical Suggestions, Further research should be able to expand the object of research because, the value of R Squered is 0.005 or 5%, which means that the contribution of the quality of financial statements to investment efficiency is 0.5%. While the remaining 99.5% were influenced by other factors that were not included in this study. The R square value of 0.059 or 5.9% means that the influence of financial statement quality variables on investment efficiency after the litigation risk moderation variable of 5.9% and the remaining 95.1% is explained by other variables outside the model. Other factors that affect investment efficiency such as auditor specialization, accounting conservatism, debt maturity, corporate characteristics, corporate governance, ownership structure and others can measure the level of efficiency in investment. Practical Advice, based on the results of the research above, the advice for companies to prevent litigation risk can be by improving the quality of financial statements that are made properly. In addition, advice for investors can be used as a consideration in making investment decisions and prevent the risk of litigation or lawsuits.
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