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Opinion of the National Regulatory Gontrol Council pursuant to § 6(1) NKRG

Legislative Proposal to i
and real estate managers
(NKR Nr. 3409)

The National Regulatory Cantral Council has
including its impact assessment

1 Executive Summary

rules for ial estate agents

scrutinized the following legislative proposal

Cilizens No impacts
Businesses
Recurring compliance costs: 18.3m EUR
Share of administrative costs 86.000 EUR
One-off compliance costs: 3.3mEUR
Other recurring costs (charges): 1.8m EUR
Other one-off costs (charges). 8.9mEUR
Public Administration
Recurring compliance costs 158.700 EUR
One-off compliance costs 1.6 mEUR

‘One in one out™-rule

Objective and necessity of the legislative
proposal

With regard to the Government's one in
one outrule’, the recurring compliance
costs for businesses qualify as an .In" of
18.3m EUR.

NKR judges that the ministry did not ex-
plain both the objective and the necessity

SEE2VONT

Alternatives

Small and Middle Enterprises

of the legislative proposal sufficiently well
The ministry considers that the risk of po-
tential financial harm to flat owners arising
from a lack of professional expertise war-
rants obligatory professional indemnity in-
surance. But the proposal's explanatory
memorandum does not show any causal
relationship to underpin this argument. Ad-
ditionally, the level of any potential financial
damage has not been quantified.

The NKR held an expert hearing regarding
the question whether former financial dam-
ages could have been avoided by the
measures suggested in the legislative pro-
posal. The result of the hearing was that
these assertions could not be verified.

An alternative with fewer impacts for the
persons concemed would be  self-
regulation by the branch and certification
on a voluntary basis. The ministry consid-
ers this alternative to be ineffective by
drawing on narrative evidence from the
respective branch.

The proposal does not provide conclusive
detail on whether customers have favoured
those estate agents or real estate manag-
ers lacking sufficient expertise. Taken to-
gether with the lacking statistical analysis,
the NKR considers the rationale to be un-
convincing

Estate agents and real estate managers
usually meet the criteria of small and mid-
die enterprises (SME). Therefore, these
SMEs are subject to particular burdens,
caused by the increase of insurance pre-
miums in case of an obligatory insurance
Larger enterprises usually have reasonable
master agreements and are therefore not
affected to the same degree as SMEs.

Measures causing fewer burdens for SMEs
are not apparent, which is plausible from
the NKR's point of view. The NKR appreci-
ates the so-called grandfathering-clause
regarding enterprises which have been
active in the market for many years; these
enterprises do not have to comply with the
future rules.

statutory mandate, ra
ment

nings concering the objective, the necessity of the legislative
y considered alteratives, the NKR states that the legislative
bial requirements. Therefore, the NKR, in accordance with its
erious concens regarding the account of the impact assess-

Nationaler

n Im Einzelnen
1 Regelungsinhalt

darunter die bendtigen fur die Ausibung
ihrer Tétigkelt eine gewerberechtliche Erlaubnis. Mit dem Regelungsvorhaben sollen die
bisher (WEG-Verwalter) in den Kreis der

Berufe ei und zugleich die Erlaubnisvoraussetzungen
erweitert werden: Sowohl Immobilienmakler als auch und WEG-Verwalter sollen kiinftig
einen Sachkundenachweis fihren, WEG-Verwalter darliber hinaus auch eine Berufs-
haftpflichtversicherung nachweisen miissen. Das Vorhaben zielt auf Qualitatssteige-
rung ven Makler- und Verwalterdienstieistungen sowie auf Starkung des Verbraucher-
schutzes vor finanziellen Einbufen.

Der Zusammenhang zwischen fehlender is und erhohtem iko wird

im Regelungsentwurf behauptet, aber nicht empirisch belegt. Auch zur Héhe durch feh-
lende Sachkenninis verursachter Schaden macht das Ressort keine Angaben. Eine vom
NKR durchgefiihrte Anhorung hat weder diesen Zusammenhang noch entspre-
chende Schiiden bestitigt. Sowohl die Taligkeit eines WEG-Verwalters als auch die
eines Immobilienmaklers weist eine relativ geringe Schadensgeneigtheit auf, was sich
auch in den relativ geringen Pramien der heute schon existierenden freiwilligen Haft-
pflichtversicherung widerspiegelt. Schaden entstehen in erster Linie durch vorsatzliches
Verhalten (2.8

halten kénnte jedoch weder durch einen Sachkundenachweis vermieden noch durch eine

g von WE idern durch WEH . Dieses Fehlver-

Haftpflichtversicherung abgedeckt werden

.2 Vorgaben, Erfullungsaufwand und Weitere Kosten

Das Regelungsvorhaben betrifft rund 27.000 Immobilienmakler sowie rund 17.700 WEG-
also 44.700 N
um kleine und mittelstandische Unternehmen,

Verwalter. Bei den i

handelt es sich (berwiegend

- Sachkundenachweis

Immobilienmakler und WEG-Verwalter, die ihr Gewerbe nachweislich seit mindestens
sechs Jahren ununterbrochen ausiben, sind von dem neuen Sachkundenachweis be-

freit, Der greift nach des BMWi fiir die Halfte aller

With regard to the shortcomings concerning the objective, the necessity of the legislative proposal
and the lack of any considered alternatives, the NKR states that the legislative proposal does not
meet the legal requirements. Therefore, the NKR, in accordance with iis statutory mandate, raises

serious concerns regarding the account of the impact assesment.
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,2alming higher®

25% reduction target

with regard to businesses

Standard-Cost-Model Baseline Measurement
The Netherlands ca. EUR 50 bn
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Most important steps for achieving the 25% net reduction target

Mrd. €

-3

-5

Regulation on Medicine and
Production of additional substances
(+640 m €)

Establishing an automatic
reporting and contribution
procedure (-880 m €)

Simplifcation of payments*
calculation (-650 m €)

Increase the limit for simplified
accounting (-340 m €)

Burden ®—® Reduction

* Legislation on consumer credit law (+360 m €)

N

« Simplification of accounting
(-2,5bn €)

« Establishment of electronic
wage tax deduction (-262 m €)

« Simplification of electronic invoicing (-4,1 bn €)
» Revision of principles for proper bookkeeping (-600 m €)

» Abolition of doctor‘s consultation fee (-336 m €)

* e-Government-Legislation (-208 m €)

——@ Net-Targetin %

5%

0%

-5%

-10%

-15%

-20%

-25%

4 -30%



from
administrative costs
to
compliance costs
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What are Compliance Costs?

Legal definition of compliance costs in the statutory basis of the NKR (§ 2 Sec. 1 und 2 NKRG):

,rhe term compliance costs embraces the entire measurable time and costs incurred by the citizens, the
business sector and public authorities through compliance with a provision under Federal law. Compliance costs
include the costs of bureaucracy. Bureaucracy costs within the meaning of this Act are costs incurred by natural
or legal persons due to information obligations. Information obligations are obligations existing as a result of laws,
regulations, by-laws or administrative provisions to procure or keep available for, or pass on to, authorities or third
parties data and other information.”

Costs arising by compliance with a
provision by Federal law, e.g. the
obligation to install a particulate trap.

Costs arising by informational
obligations, e.g. the obligation to
prove the installation of the particulate
trap.
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Recurring Compliance Costs

Fertiliser Ordinance Replacements for
L1 \ Building Materials |12 -
; Ordinance
2 Transposition 2
S Insurance S
% 10 D c;l-rihui:in.n 10 E
Legislative Act to Prevent Rental \ )lrecMchlmum
Increases/Brokerage Fee wage re——
Adjustment
8 8
-t
Minmum Wage T~
6 Act - : 6
Legislative
Package to
4 E Savi Reduce .
nergy Savin .
Orgiynance ’ x Beglulatory Legislative
|. pDuUrdacris Orli Package tO
_______ SMEs | Reduce
2 E- Regualtory 2
Procurement Burdens-on-SMEs
S e— _—_—_1____:\C_[_____‘_:-__\I_I__,._,_r_—-—|,___—f{'_ ..... —
0 S — 0
- A\
Health Insurance Car Toll
Act Act
-2 -2

1.7.2011 1.1.2012 1.7.2012 1.1.2013 1.7.2013 1.1.2014 1.7.2014 1.1.2015 1.7.2015 1.1.2016 1.7.2016 1.1.2017 1.7.2017

total (9,9 bn EUR) —— = business (8,7 bn EUR) —— - = administration (0,9 bn EUR) — - - citizens (0,3 bn EUR)

ulations transposing EU law (by at least 50%)
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one in, one out target group
United Kingdom businesses

OI00

,2alming higher”
after 2 years
positive results

exception for
Implementing acts
from the EU level

1 11



Recurring Compliance Costs and OIOO Stocktake
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billion EUR

Replacement for
Building
Materials

Oordinance

Persistent Organic
Pollutant Waste
Supervison Ordinance

1,0
Fertiliser Ordinance
Legislative
Package to
0,5 Reduce
Regualtory E Transposition
Burdenson Insurance
Procurement 2 x
SMEs ATT Distribution
0,0 Directive  mMinimum
- Legislative Package to Wage
Reduce Regualtory Adjustment
Burdens on SMEs 1l
0,5 Waste Disposal
» Supervision
-1,0 S T IR
-1,5 L.r —
-2,0
1.1.2015 1.4.2015 1.7.2015 1.10.2015 1.1.2016 1.4.2016 1.7.2016 1.10.2016 1.1.2017

Egulations transposing EU law (by at least 50%)——— pusiness (0,5 bn EUR) — - = 0100 (-1,5 bn EUR)

1.4.2017 1.7.2017

1,0

0,5

0,0

-1,0

s

-2,0
1.10.2017

billion EUR



1:1 implementation
of legislative acts EU ex ante
from the EU level Process

MULTI LEVEL
PROBLEM

Enforcement of Laws by
Lander and Municipalities ERBEX
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Multi-level Problem
EU S S EU-Directive
L 1
? g 1
S i >
o | LA
o Lo
Dt '
_A L ?
1 : 1
g |
Regional :
Level o M
(,,Lénder“) ' (HOW does the\ I
early exchange I
’) of information :
'._ about I
o compliance ' r)
L costs work? !
P I -
i\ Joo ‘
1 : 1 ! :
Municipalities| ! I iy
v v v v

Know-how and respective data regarding execution of laws and corresponding compliance
costs to businesses, citizens and public administration
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EU ex ante-process
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EU KOM's proposal and
Impact Assessment

Federal Government

@

2. 'lé

Federal

level S
Significant annual

compliance costs:
Assessment for
Germany required

M
4

Eié—3>

= NKR
= Federal Chancellery

» Federal Ministry for Economic

Affairs and Energy

Council of EU

Improved negotiating position
by transparency of costs!

Al || EU Impact Assessment

ra Federal Government's
i | Assessment of costs for
Germany

15 |
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Ex ante vs. ex post Effectiveness

EX-POST

EVALUATION

Systematic approach, First
After 3 to 5 years Evaluations
after enactment in early 2018

| 16
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Comprehensive Difficult to
coverage of impacts quantify

BENEFITS

International experiences Pilot projects
e.g. USA,GBR, AUS
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Existing stock of legislation, Satisfaction surveys,
based on proposals from people Bureaucracy from the
concerned perspective of businesses

PROJECTS

o Work permits for specialised

o ,Facilitating the Application for- non-EU personel,
Projects” o Reduction of bureaucracy for
o e.g. for housing subsidy, physicians and dentists,
parental benefits o Settlement dates for national

Insurance contributions
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NKR role as an advisor to government

Contributed half of E-Government-
25% reduction target Guidance

E-GOVERNMENT

Place 18 in NKR study: There is no E-
Europe Government in Germany!
Savings potential: 3 bn EUR p.a.!

1 19
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NKR role as an advisor to government

o More than 200 registers,
Once-only-principle incompatible, not connected
with each other

CROSS-LINKING
OF REGISTERS

LATEST NKR STUDY

Data protection:
Following the example

, Savings potential: 6 bn EUR p.a.!
set by Austria

Investment costs: 2.5 bn EUR
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RECOMMENDATIONS

(1) An independent body can serve as a scrutiny body and a valuable adviser for
the Government at the same time. To ensure maximum effectiveness of an
independent body, political support from the highest level is needed.

(2) For the further and continuous development the Better Regulation Agenda, it is
important to have an ongoing dialogue between the independent body and the
highest political level.

(3) With regard to the Better Regulation Agenda, an independent body should be
involved in all relevant measures and at all stages in the policy cycle, e.g.
ex-ante assessments, ex post evaluations, reduction targets, etc.

(4) With regard to the core of the NKR mandate - the independent scrutiny of impact
assessments - our extremely simple methodological approach to calculate
compliance costs has proven to be successful.

(5) Furthermore, with regard to the calculation of compliance costs, the support of
the Federal Statistical Office has proven to be critical to success as well.

21
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THANK YOU FOR YOUR ATTENTION!

Contact details

National Regulatory Control Council
Willy-Brandt-Strale 1

10557 Berlin

Germany

Internet: http://www.normenkontrollrat.bund.de
E-Mail: nkr@bk.bund.de
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