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Abstract 

Dividend policy is a policy that relates to dividend payment by company, 
that is how much dividend will be distributed and retained earnings for company’s 
interest (Levy and Sarnat, 1990). Dividend policy determined by The General 
Meeting of Shareholder will affect the amount of cash distributed as dividends. 
This is called the dividend payout ratio (DPR). The amount of dividend payout 
ratio (DPR) also based on various factors such as free cash flow and company’s 
life cycle.  

This research aims to test the impact of free cash flow and life cycle theory 
to dividend policy. The dependent variable in this research is dividend policy 
proxied by dividend payout ratio (DPR). The independent variable in this research  
free cash flow proxied by FCF/TA and company’s life cycle proxied by RE/TE. 
Result show that independent variable free cash flow and company’s life cycle 
positively impact dividend policy. 
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