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The effects of accounting standards on the financial

reporting properties of private firms: evidence from the

German Accounting Law Modernization Act
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6 Conclusions and limitations

The aim of the German Accounting Law Modernization Act was to align German
GAAP with IFRS and therefore to improve the information provided in German
financial statements. The new German GAAP should offer an alternative to IFRS
that is more cost-effective and simpler to manage in practice (RegE BilMoG 2008).
To fulfill the objective of increasing the information in German financial statements,
the German regulator abolished numerous accounting options (see an overview in
Table 1). However, the German Accounting Law Modernization Act also
introduced several new accounting options (including capitalized R&D costs) and
modified the accounting rules to offer more flexibility (e.g., valuation of provisions).
Thus, it is unclear whether and how the new accounting rules will affect accounting
practice in Germany.
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