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Housing stock in thousends

The housing market in Berlin has experienced a decline in state-owned housing stock while facing a

continuous population growth and an acceleration of rent increases.
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* 85 % of the housing stock is rental in Berlin in 2023
* 40 % of the rental housing stock is state-owned, co-operative or subject to rent control in Berlin in 2023
* 27 % of the monthly household income amounts to the average rental burden in Berlin in 2022
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In a referendum, 57,6 % voted in favour of the preparation of a draft bill to socialise the
housing stock of large housing companies.

Socialisation in the

Basic Law (GG) Referendum Expert commission

Tranjc.fer of (en.tire econo'mic. sectors) into e Referendum in 2021: draft decision to prepare * Establishment of expert commission consisting
public en.tgrprlse (geme|nW|rtschaft) > a draft bill by the federal state government to of eleven legal experts and two economists by
commodities are withdrawn from the free socialise the housing stock of large housing the federal state government in 2022
market (distinct from expropriation according companies
to Article 14 paragraph 3 GG) «  Mandate: Assessment of the constitutionality

o _ o * Goal: Transfer of the housing stock of private of a potential socialisation in Berlin
No fgunc'jz-mo'n In B(?rlln constitution 9 . housing companies with an intent to realize
applicability in .Berlm afr.gua.bly by provisions of profits having more than 3,000 flats into «  Result: a socialisation fulfils the statutory
GG; no conclusive clarification by now public enterprise (Gemeinwirtschaft) elements of the premises of Article 15 GG
Since inception of the GG, Article 15 has «  Referendum approved by 57,6 % of voters

neither been changed nor applied 2>
“uncharted legal territory”

Compensation and follow-up costs of a socialisation have been discussed only secondarily until now!
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“With respect to such compensation the third and fourth
sentences of paragraph (3) of Article 14 shall apply,
mutatis mutandis.”

(Article 15 sentence 2 of the Basic Law for the Federal Republic of Germany)

“Such compensation shall be determined by establishing
an equitable balance between the public interest and the
interests of those affected.”

(Article 14 paragraph 3 sentence 3 of the Basic Law for the Federal Republic of
Germany)

ADVISORY APPROACH
OF THE
RECHNUNGSHOF
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Rechnungshof von Berlin |BERHN 31 |

Bericht
nach § 88 Abs. 2 Landeshaushaltsordnung

an den Regierenden Burgermeister von Berlin,
die Senatsverwaltung fur Finanzen und

die Senatsverwaltung fur Stadtentwicklung,
Bauen und Wohnen

zu den Auswirkungen einer Vergesellschaftung
groBer Wohnungsunternehmen auf den Landes-
haushalt

The Rechnungshof has provided an
advisory contribution about the follow-
up costs of a socialisation.

Hearing before the expert commission 2023
Statement about the effects of a socialisation by
president Klingen during a session of the expert
commission.

Advisory report to federal state government 2024
Presentation of the data basis, calculations and
results for future deliberations by the federal state
government concerning the referendum

https://www.berlin.de/rechnungshof/veroeffentlichungen/veroeffentlichungen/rs-beratungsbericht-
vergesellschaftung.pdf?ts=1732228677

Extract in annual report 2024
Reporting the results to the parliament of Berlin

https://www.berlin.de/rechnungshof/veroeffentlichungen
/veroeffentlichungen/jahresbericht 2024.pdf?ts=1732219464, pages 326 - 333 B i



https://www.berlin.de/rechnungshof/veroeffentlichungen/veroeffentlichungen/rs-beratungsbericht-vergesellschaftung.pdf?ts=1732228677
https://www.berlin.de/rechnungshof/veroeffentlichungen/veroeffentlichungen/rs-beratungsbericht-vergesellschaftung.pdf?ts=1732228677
https://www.berlin.de/rechnungshof/veroeffentlichungen/veroeffentlichungen/jahresbericht_2024.pdf?ts=1732219464
https://www.berlin.de/rechnungshof/veroeffentlichungen/veroeffentlichungen/jahresbericht_2024.pdf?ts=1732219464

A state action did not underlay the advisory contribution by the
Rechnungshof. The input was given pre-emptively.

Reason: Financial impact and long-term nature Method: Models of investment appraisal

The compensation could amount to 20 % to 100 % The Rechnungshof built a model to address

of the annual state budget volume. qguestions about the type, extent and time horizon
of the follow-up costs of a socialisation.

The follow-up costs for the state budget could

stretch over ten to way above 30 years after a Technical exchanges with experts from the real

socialisation. estate industry, public administration and
members of the expert commission as well as
external review of the model and calculations.
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The discounted cash flow analysis as a method
from dynamic investment appraisal was used as
basis for the calculations.

This method is stated as a suitable method for
economic feasibility studies in the
implementing regulations of the federal state
budget code (Landeshaushaltsordnung).

METHOD ADOPTED
BY THE
RECHNUNGSHOF



The financing of the compensation can be governed through the parameters
state grant, rent level and financing period.

Financing of the compensation

v

STATE GRANT RENT LEVEL FINANCING PERIOD

Financing through grants from

Financing through increases in Financing though extensions of
the state budget to compensate . . .
. rent such that no losses are the financing period to reduce
for recurring losses as a result of . .
incurred the annual debt service burden

capping the rental level
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A modular model for calculating the cash flow under uncertainty provides
robust results for a first estimate of the follow-up costs.

Sensitivity analysis
individual parameter

_}__
Extensive r rch of . Estimation of effects on
ARG IR —> Discounted cash flow gmm —p I I
data state budget
_}__

Scenario analysis
parameter constellation

Input Model Output
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The model was developed by the Rechnungshof. It can be updated and
extended flexibly.

A6R: Discounted Cashflow mit Detailplanungsphase 31 Jahre | Stichtagsjahr: 2023
und Termimal Value basierend auf ewiger Rente Detailplanungsphase
in Mio. I Jahre nach Basisjahr 2023 2024 2025 2026 2027 2028 2023 2030 2031 2032 2033 2034 2035 2036 2037
Erldse Jahresnettomiste h 125938 13068 13328 13596 13868 1414.5 14428 14716 15011 15311 15617 1552.9 16248 16573 165305
Instandhaltungsaufe and h 304.7 3352 3.3 348,85 355.7 362,58 370 3775 3851 3928 4006 408,56 416.5 4251 433.6
h |
Betriebsaufwendungen erw altungzsaufw and ) 1000 0.0 Mzz 4.5 6.8 131 1215 123.9 126.4 128.9 1315 1341 136.5 133.5 1423
Betriebsaufw and (nicht umlagefshig) 53,3 T0.2 7.6 T73ia 4.5 TE.0 716 731 §0.7 2.3 3.3 5.6 7.3 3.1 30,3
Mietausfallw agnis h 253 261 26,7 22 27T 28,3 233 234 300 306 by ey by | 325 33 338
- AtA-Erzatzinvestitionen h
Investitionen -
Modernisigrungsinvestitionen 157,59 2067 2109 2151 2134 223.8 2282 232.8 2375 2422 2471 252.0 2570 2622 2674
Freier Cashflow Ceitwert h G114 5584 SE3.6 551.0 5926 6045 5166 625,39 5415 654,35 G674 680, 7 6343 7052 Teed
Tilgung Fremdkapital h 4434 465.1 4814 4983 5157 533.8 5524 578 598 B12.5 B339 B5E.1 6731 w0249 7205
Kapitaldienst Zinszahlungen Fremdkapital 3 5120 7963 Ta0,0 TE3 T45.7 T20T TO03.0 653.6 BE3.6 Gebd,3 G275 BOS.3 5523 558.5 533.9
Annuitst Fremdkapital h 12614 12614 1261.4 12614 1261.4 12614 1261.4 12614 1261.4 12614 12614 12614 12614 12614 12614
. . Ceitwert hE ES0.0 - TO3.0 - 6315 - G504 - BEES - 570 - Gdd 3 - 325 - gz00 - 071 - 5540 - 5807 - 5671 - 5532 - 5330 -
Cashflow nach Finanzierung -«
Kapitalw ert - 6500 - 6773 - 648.4 - 6214 - 5943 - 566.3 - 216 - 5154 - 453.0 - 463.3 - 437.8 - 413.3 - 3639 - 366.9 - 3449 -
. |
Eigenkapital-Terminal Valug  2=m="t «
Kapitalw ert
Dividenden Auszahlung an Land Berlin Zeitw et : - - - - - - - - - - - - - - -
Auszahlung an Land Berlin Kapitalwert = = = = = = = = = = = = = = =
. |
Dividenden-Terminal Value  —="=" -
Kapitalw ert
Restverbindlichkeiten - Zeitw ert 1 227506 22.285.4 21.504.0 213057 20.730.0 20.256.3 13.703.5 13.132.0 15.540.2 17.927.7 17.233.5 16.6357.7 15.9558.6 15.255.7 14.5258.2
Bestandsgrofen Kassenbestand - Zeitwert 7 - - - - - - - - - - - - - - -
K.assenbestand - Kapitalwert h - - - - - - - - - - - - - - -
Land Berlin: Zinszahlungen fiir 30-jahrige Anleihe
| L L L L L L L L L L L L L L L
Tilgungen Land Berlin Zeitwert 1333 1333 1333 1333 1333 1333 1333 1333 1333 1333 1333 1333 1333 1333 1333
Tilgungen Land Berlin Kapitalwert 133.3 186.4 181.2 176.6 1720 167.3 1624 157.5 1525 7.5 1425 137.6 132.9 128.2 123.7
Kapitaldienst Zinszahlungen Land Berlin Zeitwert T 1740 " 68,2 7 w524 1566 50,8 15,0 1332 1334 1276 1215 7 5.0 7 1,z " 044 " a6 " azs "
Zinszahlungen Land Berlin Kapitalwert h 1740 162.2 152.2 143.0 1341 125.4 116.9 108.7 100.7 392.9 85.5 8.4 T1.8 65.4 59.4
Summe Kapitalwert 367.3 348.6 333.4 319.6 3061 2927 279.3 2662 253.2 2405 228.0 216.0 2047 193.6 183.1
saldo |Zeitwert 1- 1013 - 10845 - 10475 - 10304 - 10129 - 3353 - 3774 - 3593 - 3409 - 3223 - 3034 - 8342 - 8648 - 8451 - 8252 -
Kapitalwen h
EBITDA | 7333 THS.Z 705 TI6.1 alz.0 28,2 fdd & a61.7 783 36,5 4.4 3327 3514 3704 3538
[ (L S U RO = g L | [=F. LF [ ==1F3 | =or LV 3 L= LF3 [={, [ 3 ADnr AT ACer EFLFS ADmr A ANer pel:1F3 el =L VS el =L F g
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Whether a socialisation is financially feasible in
the medium to long run depends above all on
the amount of the compensation.

Concurrently, a socialisation can only be
proportionate if, as its result, the rents or at
least their indexation can be reduced.

RESULTS OF THE
RECHNUNGSHOF



Starting already at a third of the extrapolated market value as a
compensation, the rent income could not cover the management costs of
the socialised housing stock.

Compensation STATE GRANT RENTAL LEVEL FINANCING PERIOD
Only first-time equity Merely a reduction to the
injection from the state rent levels of co-operatives /
.. . 10 — 20 years
budget; afterwards no state municipal companies
grants possible

Market-value
orientated
(29 / 36 billion €)
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Annual state grants from 600 . 60 — 70 years; incl. necessary
- - Up to nearly a doubling of :
million € to 850 million € state grants for interest
L the rental level
during initial ten years payments




Conclusion: The Rechnungshof does not see a possibility to realise a
socialisation with reasonable risks.

Market-value orientated compensation
To reduce the rents or at least their indexation, the To reduce the rents or at least their indexation, the

compensation would have to turn out very low. deficits would have to be compensated from the
However, the more the compensation decouples state budget. As a result, the financial capacity of
from the market value the higher the legal risk the federal state government would be highly
becomes. restricted in the long run. The respective fiscal risk

increases, considerably.

|
| | '
—
| | |
29 billion € 36 billion € 40 billion €

Increasing fiscal risk
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Rechnungshof von Berlin
Alt-Moabit 101 c/d
10599 Berlin

poststelle@rh.berlin.de

Thank you for your attention.

BERLIN



mailto:poststelle@rh.berlin.de

“Land, natural resources and means of
production may, for the purpose of
socialisation, be transferred to public
ownership or other forms of public enterprise

by a law that determines the nature and extent
of compensation.”

(Article 15 sentence 1 of the Basic Law for the Federal Republic of
Germany)

STATUS QUO



Non-market-value orientated and market-value orientated valuation methods result

in substantially divergent compensations.

Non-market-value orientated compensation based on proposals by
sponsor of the referendum; majority vote of expert commission

Possible derivation:

*  Yields from non-profit housing stock management

*  Fiscal feasibility of the federal state

*  Hypothetical market value subject to potential limitation clauses

/Market-value orientated compensation based on balance data of \
the affected housing companies; special vote of expert commission

Possible derivation:

*  Fair-Value

*  Traditional valuation methods, e.g. German income approach
*  Consideration of discounts (package discount, socialisation

\ discount, etc.) /

>

29 billion € 36 billion € 40 billion €
I 4
- - - T s s /o T T -mmm/mmsmmmsmmmmTmm s T \ ,/’/’
 Extrapolated market value based on balance data of the affected e
I housing companies in third quarter 2024; not considered by the kT
'\ Rechnungshof for the calculations ,I

— o e e e e e e e R e e e R e e e e e e
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Outlook: the sponsor of the referendum as well as the federal state
government are working on draft bills on the topic of socialisation

General framework law on socialisation

* Preparation of a draft bill for a socialisation by * Prefixed law which defines the legal framework
the sponsor of the past referendum for socialisation in business areas of public
services and the principles of an appropriate
* Preparation of a draft bill for a direct democratic compensation

management of the socialised housing stocks
* In preparation by a working group of the federal
* Preparations ongoing since 2023 state government headed by the Senate
Administration of Finance

* Commissioning of an external assessment to
clarify open constitutional questions

Results of the advisory contribution by the Rechnungshof remain relevant in the future!
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