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Public finances in Germany

Information on the draft budgetary plan in accordance with Regulation (EU)
No 473/2013 of the European Parliament and of the Council of 21 May 2013 and in
accordance with the related Code of Conduct

Germany’s updated 2018 draft budgetary
plan presents the fiscal projections for the
budgets of the Federation, Ldnder, local au-
thorities and social security funds (including
their off-budget entities) on the basis of cur-
rent trends and planning. The sources used
as a basis for making these fiscal projections
include the second draft of the 2018 federal
budget (adopted on 2 May 2018 by the fed-
eral government) as well as the benchmark
figures for the 2019 draft federal budget and
for the financial plan to 2022 (also adopted
on 2 May 2018 by the federal government).

Germany is in compliance with the re-
quirements of the Stability and Growth Pact.
Its debt-to-GDP ratio will remain above the
Maastricht reference value of 60% in 2018
but will fall below this target in 2019, for the
first time since 2002. Germany is thus in full
compliance with EU rules with a view to en-
suring sustainable fiscal policies.

The federal government is placing a
particular emphasis on increasing aggregate
investment. At the same time, the federal
budget will contain no new borrowing.
The federal government has pledged to
take priority measures in policy areas that
are crucial for Germany’s future, including
education, research, universities and digital
technology. In addition, child care will be
improved, and citizens - young families
in particular - will be provided with ex-

tensive tax relief (see Table 8). The second
draft of the 2018 federal budget as well as
the benchmark figures for the 2019 draft
federal budget and for the financial plan to
2022 take full account of the priority mea-
sures contained in the Coalition Agreement
between the governing parties. In addition
to the priority measures agreed upon by
the governing coalition, the updated draft
budgetary plan presented here includes fur-
ther measures: these include, in particular,
an increase in the basic personal tax allow-
ance; the planned reintroduction of the rule
requiring employers and employees to pay
fully equal contributions to statutory health
insurance from 1 January 2019 onwards, in
accordance with the Coalition Agreement;
and a reduction of the unemployment in-
surance contribution rate by 0.3 percentage
points.

Taken together, all of these additional
measures will reduce the general govern-
ment budget surplus by a total of 2.8% of
GDP during the projection period from 2018
to 2022 (see Tables 1 and 8). Despite consid-
erable increases in spending and reductions
in revenue, the general government budget
will not take on additional debt.
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Table 1: Impact of Coalition Agreement’s priority measures and other
quantifiable measures on the general government budget balance
(reduced revenue/additional expenditure)
Cumulative
2018 2019 2020 2021 2022 mpactforthe
2018 - 2022
period
-in % of GDP-
Revenue 00 -02 -03 -05 ~-05 -1.5
Expenditure 0.0 0.2 0.3 0.4 0.3 13
Current expenditure 0.0 0.2 0.2 0.3 0.3 0.9
Investment expenditure? 0.0 0.1 0.1 0.1 0.1 0.4
Budget surplus reduction / fiscal stimulus 00 -04 -06 -10 -0.8 -2.8

Any discrepancies in totals are due to rounding.

1) Not including the fund to expand/upgrade digital infrastructure.

The government’s investment expendi-
ture will also - via investment grants - boost
private investment. The forecast assumes
that the Federation’s investment activities
- insofar as they take the form of grants and
transfers to the Ldnder and local authori-
ties — will generate additional investment
expenditure by the Ldnder and local au-
thorities and in some cases will also be aug-
mented by co-financing from the Lénder.

Forecast for public finances

- The general government budget

encompassing the Federation, Lénder,
local authorities and social security
funds will run a smaller surplus:

In 2017, the general government budget
ran a surplus of 1.3% of GDP (this figure
is current as of 23 April 2018). The
budget surplus is expected to amount

to approximately 1v4% of GDP in 2018.
During the years from 2019 to 2022,

the surplus is expected to fall markedly
to somewhere between %1% to ¥2% of
GDP due to the implementation of

the measures described above. Budget
balances at the different government
levels are expected to vary. While the
Federation’s budget is expected to be
balanced, the Ldnder and local authorities
are expected to continue posting solid
aggregate surpluses ranging from ¥2% to
%1% of GDP.
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- Compliance with medium-term
budgetary objective: The structural
balance, i.e. the budget balance
adjusted for cyclical and one-off
effects, maintained a safety margin
in 2017 and will continue to do so
in 2018, thus ensuring compliance
with EU rules. Germany will meet its
medium-term budgetary objective, i.e.
a structural deficit no greater than 0.5%
of GDP. Germany therefore remains
in compliance with the targets of
the Stability and Growth Pact, which
stipulates that the general government
budget should be close-to-balance or in
surplus.

- Steady reduction of the debt-to-

GDP ratio: Thanks to the general
government budget surplus and the
strong performance of the economy,
Germany’s debt-to-GDP ratio (Maastricht
definition) is expected to fall to 61% in
the current year. The continued healthy
state of public finances and the ongoing
winding down of resolution authority
portfolios are helping to reduce the debt
ratio. This puts Germany in a position

to bring its debt ratio below the 60%
threshold in 2019. This will further secure
the sustainability of public finances and
make Germany’s fiscal position more
resilient to risks and the budgetary
consequences of demographic change.

General government budget balance and debt

Budget balance
Structural balance

Maastricht debt-to-GDP ratio

2017 2018
-in % of GDP -
13 1Y,
1.5 1
64.1 61

Figures for the projection period are rounded to quarter percentage points of GDP.



Implementation of the country-
specific recommendations

Germany’s updated draft budgetary plan
for 2018 includes key measures that aim
to implement the Council’s country-spe-
cific recommendations of 11 July 2017. The
measures will have effect in 2017 and the
years that follow.

Basis for the updated 2018 draft budg-
etary plan

The updated 2018 draft budgetary plan is
based on the following information:

« Draft Act Adopting the Federal Budget
for the 2018 Fiscal Year (Gesetz tiber die
Feststellung des Bundeshaushaltsplans fiir
das Haushaltsjahr 2018), adopted by the
federal government on 2 May 2018

Table 3:

Technical assumptions

GERMAN DRAFT BUDGETARY PLAN 2018

Benchmark figures for the 2019 draft
federal budget and for the financial
plan to 2022, adopted by the federal
government on 2 May 2018.

Results for the general government
budget in the national accounts,
published 23 February 2018 (Federal
Statistical Office)

Results for general government debt
and general government budget balance
(Eurostat press release dated 23 April
2018)

Federal government spring projection
on macroeconomic developments, dated

Short-term interest rate (annual average in %)

USD/€ exchange rate (annual average)
Growth of German sales markets (in %)

Oil price (Brent, USD/barrel)

25 April 2018
2016 2017 2018
0.01 0.00 0.00
1.11 1.13 1.23
35 5.3 4%
43.6 54.3 69

1) Figure for the projection period is rounded to quarter percentage points.
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Table 4a:  Forecast of macroeconomic trends
ESA 2016 2016 2017 2018 2019 2020 2021 2022
Code 2 OI:::lx 00) rate of change in %
1. Real GDP, chain index Bl*g 110.67 19 2.2 2.3 2.1 14 14 14
2. Potential GDP (€bn) 2,860.9 1.6 1.8 19 1.8 1.8 1.7 1.6
contributions (percentage points):
- labour 0.5 0.6 0.6 0.5 0.4 0.3 0.2
- capital 0.4 0.4 0.4 0.4 0.5 0.5 0.5
- total factor productivity 0.7 0.8 0.8 0.9 0.9 0.9 0.9
3. Nominal GDP (€bn) Bl*g 3,144.1 33 3.8 4.2 4.1 3.3 3.3 33
Components of real GDP, chain index
:;(:;i"":itfui:{}s“mpti°" P.3 10831 21 19 17
;g:r“’:irt"u“::"t SR PIEOT P3 11194 37 16 26
6. Gross fixed capital formation P.51g 114.13 3.1 3.3 3.7
oS- A LR TR
8. Exports P.6 127.98 2.6 4.7 5.0
9. Imports P.7 125.18 3.9 51 5.8
Contribution to real GDP growth percentage points
10 Domeste demand -2 20 2
11. Changes in inventories P|55523+ = -0.2 01 0.0
12. External balance of goods and B.11 ) 03 0.2 01

services

2016 and 2017: Federal Statistical Office, February 2018.

2018 to 2022: Federal government spring projection on macroeconomic developments, April 2018.

1) Including private non-profit organisations serving households.



Table 4b:  Price developments - deflators

2016 2016 2017 2018 2019 2020 2021 2022

(201:::1)(00) rate of change in %
1. GDP 110.11 13 15 1.9 2.0 1.9 1.9 1.9
2. Private consumption expenditure? 106.89 0.6 1.7 1.8
3. HICP = = =
4. Government consumption expenditure 111.44 1.1 2.2 2.4
5. Gross capital formation 112.04 1.4 2.4 2.0
6. Exports 103.94 -1.0 1.6 0.8
7. Imports 100.22 -2.5 2.6 0.7

2016 and 2017: Federal Statistical Office, February 2018.
2018 to 2022: Federal government spring projection on macroeconomic developments, April 2018.

1) Including private non-profit organisations serving households.

Table 4c: Labour market trends

ESA 2016 2016 2017 2018

Code Level rate of change in %
1. Employment - persons? (in millions) 43.64 1.3 15 1.3
2. Employment - hours worked? (bn hours) 59.29 0.6 1.1 1.5
3. Unemployment rate (%)* - 3.9 3.5 3.1
4. Labour productivity - persons? 104.0 0.6 0.7 1.0
5. Labour productivity - hours worked® 106.4 1.3 11 0.7
6. Compensation of employees (€bn) D.1 1,598.2 3.8 4.4 43
7. Compensation per employee (thousand €) 40.7 2.2 2.6 2.7

2016 and 2017: Federal Statistical Office, February 2018.
2018: Federal government spring projection on macroeconomic developments, April 2018.

1) Employed persons, domestic concept, national accounts definition.
2) National accounts definition.

3) Harmonised definition, Eurostat; levels.

4) Real GDP per person employed (2010=100).

5) Real GDP per hour worked (2010=100).
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Table 4d:  Sectoral balances

ESA 2016 2017 2018
Code -in % of GDP -
1. Net lending/net borrowing vis-a-vis the rest of the world B.9 8.5 7.9 7.8
of which:
- Balance on goods and services 8.0 7.6 7.5
- Balance of primary incomes and transfers 0.5 0.4 0.4
2. Net lending/net borrowing of households B.9 51 51 4.9
3. Net lending/net borrowing of general government? B.9 1.0 1.3 1Y

4. Statistical discrepancy - -

2016 and 2017: Federal Statistical Office, February 2018.
2018: Federal government spring projection on macroeconomic developments, April 2018.

1) 2016 and 2017: Eurostat, press release of 23 April 2018; figures for the projection period are rounded to quarter percentage points of GDP.



Table 5a:  General government budgetary targets broken down by subsector

ESA 2017 2018 2019 2020 2021 2022
Code -in % of GDP -
Net lending (+)/net borrowing (-) (B.9) by subsector
1. General government S.13 13 1Y ¥4 ¥4 Y ¥4
2. Central government S.1311 0.2 Ya 0 0 0 Ya
3. State government S.1312 0.5 0 Ya %) Ya Ya
4. Local government S.1313 0.3 % Ya Ya Ya 0
5. Social security funds S.1314 0.3 %) Ya 0 0 0
General government (S.13)

6. Interest expenditure D.41 11 1 1 1 1 1
7. Primary balance? 2.3 2 Y 134 13, 1Y% 1Y%
8. One-off and other temporary measures?® -0.3 -V 0 0 0 0
9. Real GDP growth (%) 2.2 2.3 2.1 1.4 1.4 1.4
10. Potential GDP growth (%) 1.8 1.9 1.8 1.8 1.7 1.6

contributions (percentage points):

-labour 0.6 0.6 0.5 0.4 0.3 0.2

-capital 0.4 0.4 0.4 0.5 0.5 0.5

-total factor productivity 0.8 0.8 0.9 0.9 0.9 0.9

in % of potential GDP

11. Output gap 0.2 0.6 0.9 0.5 0.2 0.0
12. Cyclical budgetary component 0.1 Ya Y Ya 0 0
13. Cyclically adjusted balance (1 - 12) 11 s Yy % 1 Y4
14. (Cl)chCGa)lly adjusted primary balance 5 1% 1Y, 1Y, 1y, 1y,
15. Structural balance (13 - 8) 1.5 1 Ya L7 L7 3/,

1) TR-TE =B.9.

2) The primary balance is calculated as (B.9, item 1) plus (D.41, item 6).

3) A plus sign means deficit-reducing one-off measures.

Figures for the projection period are rounded to quarter percentage points of GDP.
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Table 5b:  General government debt developments ("Maastricht" debt)

ESA 2017 2018 2019 2020 2021 2022

Code -in % of GDP -
1. Gross debt 64.1 61 58 Y4 56 Y4 54 Y4 52
2. Change in gross debt ratio -4.1 -3

Contributions to changes in gross debt

3. Primary balance 2.3 24
4. Interest expenditure D.41 -1.1 -1
5. Stock-flow adjustment 2.9 1% 1Y, 1 1 1
E 16 1%

Implicit interest rate on debt?

1) Proxied by interest expenditure divided by the debt level of the previous year.

Figures the projection period years are rounded to quarter percentage points of GDP.



Table 6: Expenditure and revenue projections under the no-policy-change scenario*

ESA 2017 2018
General government (S. 13) Code .
-in % of GDP -
1. Total revenue at unchanged policies TR 45.2 44 3/,
of which:
1.1. Taxes on production and imports D.2 10.6 10 ¥
1.2. Current taxes on income, wealth, etc. D.5 12.9 13 Y4
1.3. Capital taxes D.91 0.0 0
1.4. Social contributions D.61 16.8 16 ¥4
1.5. Property income D.4 0.5 %)
1.6. Other? 4.4 4
Tax burden 40.3 40 Vs
(D.2+D.5+D.61+D.91-D.995)?
2. Total expenditure at unchanged policies TEY 43.9 43 34
of which:
2.1. Compensation of employees D.1 7.6 7%
2.2. Intermediate consumption P.2 4.8 43,
2.3. Social payments D.62+D.632 24.0 23 %4
Efn:’:;rc;yment benefits? L5 1%
2.4. Interest expenditure D.41 1.1 1
2.5. Subsidies D.3 0.8 s
2.6. Gross fixed capital formation P.51 2.2 2Y4
2.7. Capital transfers D.91 1.3 1Y
2.8. Other? 2.2 2 Y4

* Please note that the no-policy-change scenario involves the extrapolation of revenue and expenditure trends before adding the impact
of the measures included in the forthcoming year's budget.

1) P.11 + P.12 + P.131 + D.39rec + D.7rec + D.9rec (other than D.91rec).

2) Including those collected by the EU and including an adjustment for uncollected taxes and social contributions (D.995), if appropriate.
3)TR-TE=B.9.

4) Includes social benefits other than social transfers in kind (D.62) and social transfers in kind via market producers (D.632) related to
unemployment benefits.

5) D.29pay + D.4pay (other than D.41pay) + D.5pay + D.7pay + P.52 + P.53 + NP + D.8.

Figures for the projection period are rounded to quarter percentage points of GDP.
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Table 7a:  General government expenditure and revenue targets

ESA 2017 2018
General government (S. 13) Code .
-in % of GDP -
1. Total revenue TR 45.2 44 3/,
of which:
1.1. Taxes on production and imports D.2 10.6 10 %5
1.2. Current taxes on income, wealth, etc D.5 12.9 13 Vs
1.3. Capital taxes D.91 0.0 0
1.4. Social contributions D.61 16.8 16 %4
1.5. Property income D.4 0.5 %
1.6. Other? 4.4 4
Tax burden 40.3 40 Vs
(D.2+D.5+D.61+D.91-D.995)?
2. Total expenditure TE? 43.9 43 ¥,
of which:
2.1. Compensation of employees D.1 7.6 7%
2.2. Intermediate consumption P.2 4.8 43,
2.3. Social payments D.62 + D.632 24.0 233,
ran‘:’:g:).yment benefits? L5 1%
2.4. Interest expenditure D.41 1.1 1
2.5. Subsidies D.3 0.8 Ya
2.6. Gross fixed capital formation P.51 2.2 24
2.7. Capital transfers D.91 1.3 1Y,
2.8. Other® 2.2 2 Y

1) P.11 + P.12 + P.131 + D.39rec + D.7rec + D.9rec (other than D.91rec).

2) Including those collected by the EU and including an adjustment for uncollected taxes and social contributions (D.995), if appropriate.
3) TR-TE =B.O.

4) Includes social benefits other than social transfers in kind (D.62) and social transfers in kind via market producers (D.632) related to
unemployment benefits.

5) D.29pay + D.4pay (other than D.41pay) + D.5pay + D.7pay + P.52 + P.53 + NP + D.8.

Figures for the projection period are rounded to quarter percentage points of GDP.



Table 7b:  Amounts to be excluded from the expenditure benchmark

2016 2016 2017 2018
€bn -in % of GDP -
1. Expenditure on EU programmes fully matched 50 0.2 01 0
by EU funds revenue
2. Cyclical unemployment benefit expenditure 2.1 0.1 0.0 0
3. Effect of discretionary revenue measures -4.7 -0.2 0.0 - Yy
4. Revenue changes mandated by law 0.0 0.0 0.0 0

Figures for the projection period are rounded to quarter percentage points of GDP.
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Table 9: Divergence from April 2018 Stability Programme

ESA

Code 2016 2017 2018
Target general government net lending/net borrowing B.9
(% of GDP)
Stability Programme - April 2018 0.8 1.1 1
Draft Budgetary Plan - Update 1.0 13 1Y
Difference 0.2 0.1 Ya
General government net lending/net borrowing projection at
unchanged policies (% of GDP)
Stability Programme - April 2018 0.8 11 1
Draft Budgetary Plan - Update = 1.3 1Y,
Difference = 0.1 Ya

Figures for the projection period are rounded to quarter percentage points.
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Table 11:

Targets set by the EU’s strategy for growth and jobs

National headline
targets for 2020

List of actions™

Description of the direct
relevance to the target

Employment rate among
persons aged 20-64: 77%**

Employment rate among older
persons aged 55-64: 60%**

Employment rate among
women: 73%**

No changes compared to National Reform
Programme 2017.

R&D expenditure: 3% of GDP
(two-thirds from the private
sector and one-third from the
public sector)

On 16 June 2016, the heads of the federal
and Ldnder governments approved the

"Administrative agreement between the federal

and Ldnder governments to promote the

research-based transfer of ideas, knowledge
and technology" ("Innovative Universities").

From 2018 onwards, the Federation and Lédnder
will allocate €550 million over a period of ten
years to the Innovative Universities funding
programme, subject to the provision of funds
by the relevant legislative bodies. The funding
will be granted within the framework of two

selection rounds. Funding will be granted
using the following formula: 90% from the
Federation, and 10% from the respective

Lédnder where the selected higher educations

institution are located.

On 16 June 2016, the heads of the federal
and Ldnder governments approved the

"Administrative agreement between the federal
and Ldnder governments in accordance with
Article 91b paragraph 1 of the Basic Law to

promote top-level research at universities"
("Excellence Strategy"), as a follow-up

programme to the Excellence Initiative. The
agreement covers two funding lines: Clusters
of Excellence and Universities of Excellence.
From 2018 onwards, the Federation and Lander
will allocate a total of €533 million per year for
the entire programme, subject to the provision

of funds by the relevant legislative bodies.

Funding will be granted using the following
formula: 75% from the Federation, and 25%
from the respective Ldnder where the selected

higher educations institution are located.

The funding programme aims to
establish and expand alliances, networks
and innovative forms of cooperation
between (a) higher education institutions
and (b) businesses and other key
stakeholders in society. In addition,

it aims to deepen the ties between
higher education institutions and their
surrounding regions and to expedite
reciprocal transfers of knowledge

and ideas among higher education
institutions, society and business,
thereby spurring technological and social
innovation.

The Excellence Strategy’s objective is

to maintain and advance (a) scientific
excellence, (b) the development of
institutional profiles and (c) cooperative
arrangements within academic and
research systems. This long-term support
will provide longer-term prospects for
conducting top-level, internationally
competitive research at universities.

Reduce greenhouse gas
emissions by at least 40% by
2020 and by 80-95% by 2050,
compared with 1990 levels

The new funding initiative "Heating networks
4.0: pilot project"” was launched on 1 July 2017

and is set to run until 31 December 2020.

The objective is to provide incentives
for larger model projects that can build
a bridge between energy research and
actual practice in order to facilitate

the market entry of fourth-generation
heating networks.
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Table 11:

continuation

National headline
targets for 2020

List of actions*

Description of the direct
relevance to the target

Increase share of renewable
energy to 18% of gross final
energy consumption by 2020, to
60% by 2050 and to at least 80%
in the electricity sector

National energy efficiency

goals according to the federal
government’s energy strategy

of 28 September 2010: reduce
primary energy consumption

by 20% by 2020 and by 50% by
2050, compared with 2008 levels

This programme is the first time that a
systemic approach is being taken in the

provision of funding for heating infrastructure.

This means that support is being provided
not only for individual technologies and

components but also for fourth-generation,

low-temperature heating networks, i.e. for
entire systems. The initiative will provide
funding for innovative and multivalent
fourth-generation heating networks, on
the condition that such networks meet
standards for ensuring the highly efficient,

environment-friendly supply of heating and
cooling. The programme covers the planning
and construction of new systems as well as the

transformation of existing systems.

The long-term intention is to foster the
development of climate-friendly heating
systems (with high shares of renewable
energy and waste heat) that are as cost-
effective as conventional systems run on
fossil fuels. Projects that receive funding
are expected to contribute towards the
fulfilment of the federal government’s
energy policy targets by increasing the
share of renewables in the heating and
cooling sector and by improving energy
efficiency.

With the Climate Action Programme 2020 with
its over 100 measures the federal government
planned to ensure that the target of cutting
greenhouse gas emissions in Germany by at
least 40 percent below 1990 levels by 2020

is met. The government decided to monitor
implementation of the measures listed in the
programme in a continual process and publish

an annual climate action report detailing
the progress of implementation, the latest

emission trends and anticipated reductions.

The Climate Action Programme 2020’s
objective is to ensure that Germany
meets its target of cutting greenhouse
gas emissions by at least 40 percent
below 1990 levels by 2020.

Climate Action Plan 2050: The Climate Action
Plan confirms existing goals and details some.
It provides guidance to all areas of action in
the process to achieve our domestic climate
targets in line with the Paris Agreement. These
areas of action are energy, buildings, transport,
trade and industry, agriculture and forestry.

The long-term goal is to reach extensive
greenhouse gas neutrality by mid-century,

thus both meeting the Paris Agreement’s goals
and taking responsibility as an economically

powerful industrial nation. For 2030 the

Climate Action Plan further defines sectoral
reduction goals and an overall GHG reduction
of 55% compared with 1990 levels. In addition,
it contains a number of strategic measures.

The Climate Action Plan 2050 defines
emission reduction targets for 2030

and 2050 and provides guidance to

all relevant actors. It further defines
sectoral targets for the five main
emitting sectors. To ensure achieving the
2030 targets, in 2019 the Climate Action
Plan 2050 will be underpinned with an
initial programme of measures having
quantifiable effects on reductions. The
objective of the programme is to ensure
that the 2030 targets - the overall target
as well as the sectoral targets - will be
achieved.




Table 11:  continuation

National headline
targets for 2020

List of actions*

Description of the direct
relevance to the target

The funding programme "Energy-efficient
construction and refurbishment: grants for fuel
cell systems" was launched in August 2016.
The programme provides financial support for
the installation of stationary fuel cell heating
systems in refurbished and newly constructed

buildings. The objective is to expedite the

market entry of fuel cell heating systems. In
July 2017, the programme was expanded to
cover non-residential buildings, and eligibility
was extended to additional types of applicants
(including small and medium-sized businesses,

contractors, non-profit organisations and

municipal governments). The programme is
financed through the Federation’s Energy

Efficiency Incentive Programme.

Fuel cell heating is an innovative

and highly efficient technology that
combines both heat and power
(cogeneration or CHP). Fuel cell
systems convert fuels — usually natural
gas or biogas - into electricity using
electrochemical methods. The power
generated through this process can be
used for both heating and hot water.
Compared with oil- or gas-based heating
systems or with conventional CHP
systems, fuel cell heating systems are
more efficient and generate less carbon
dioxide.

The Landlord-to-Tenant Electricity Act, which
entered into force on 25 July 2017, introduces

new financial support (in the form of an
allowance) for landlord-to-tenant power

supply systems. This will enable people living

in rental housing to play a greater role in

Germany’s clean energy transition. It will also
provide new incentives for expanding the use

of solar energy systems.

Landlord-to-tenant electricity is power
that is generated by a photovoltaic
system installed on the roof of a
residential building and that is supplied
directly - i.e. no grid transmission - to
final consumers (mainly tenants) in that
building or in residential buildings/
auxiliary facilities in the immediate
proximity of that building. This new
form of financial support aims to help
make landlord-to-tenant power supply
systems more economically viable than
has so far been the case. This will create
incentives to install landlord-to-tenant
power supply systems and thereby to
increase the amount of solar-generated
clean power.

The Act Amending the Combined Heat and
Power Act entered into force at the beginning
of 2017. Based on this act, the CHP Auction
Ordinance entered into force in summer 2017.
This ordinance sets the rules for auctions that
will determine funding for a broad segment of
CHP installations. The first auction is scheduled
for 1 December 2017. The auctions will help

regulate the quantity of power produced,

thereby ensuring the continued construction of

efficient, climate-friendly CHP systems.
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National headline . A Description of the direct
targets for 2020 List of actions relevance to the target

Increase the share of persons  The fyll effects of revisions to the Federal

aged 30-34 who have Education and Training Assistance Act (in
completed tertlaor)aiducatlon O particular, the significant increase in assistance
equivalent to 42% rates and income allowances) that took effect

at the start of the 2016 academic year and
at the beginning of the 2016/2017 winter
semester will not start to kick in until the
current budget year and will continue in the
2018 budget year.

Reduce the number of long- The reduction of long-term unemployment
term unemployed persons by remains a key priority for the federal

20% by 2020 compared with government that recently took office. To this
2008 levels** end, the Coalition Agreement calls for the

implementation of a holistic approach and the
introduction of a new regulatory instrument to
promote "labour market participation for all"
(as part of Book II of the Social Code). These
steps, among others, will ensure the resolute
continuation of the government’s strategy

to reduce long-term unemployment, which
bears the title “Opening up opportunities,
safeguarding social inclusion”.

*  The 2017 NRP, which was sent to the European Commission in April 2017, includes a comprehensive overview of the state of play
regarding the implementation of the Europe 2020 strategy in Germany, including a detailed table of actions (including description of
action, anticipated impact, status and schedule), p. 61 et seqq. The overview in this table is limited to new actions (planned, adopted, in
force), especially actions affecting public finances, which will take effect in 2018 and the following years.

** Target already met.



Table 12:

Methodological aspects

Estimation
technique

Step of the budgetary
process for which it
was used

Relevant features of the model/
technique used

Assumptions

Macroeconomic
forecast

Before each tax
estimation

Iterative-analytic approach: several
partial models are used in the system
of national accounts. Potential GDP
estimation is done on the basis of the
models developed and suggested by
the Output Gap Working Group of the
Economic Policy Committee (EPC) of
the European Union.

Technical assumptions

(for oil and commodity prices,
foreign exchange rates and
interest rates)

Tax estimation

Basis for drafting and
finalising budgeting

Estimation on the basis of
macroeconomic forecast and time
series analysis.

Macroeconomic forecast,
estimations on the fiscal
impact of discretionary tax
measures

Fiscal impact of

discretionary tax

measures

Basis for tax estimation

and drafting and
finalising budgeting

Microsimulation models on the basis
of tax statistics and macroeconomic
forecast

Macroeconomic forecast
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