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INTRODUCTION

Doing Business sheds light on how easy or difficult it is
for a local entrepreneur to open and run a small to
medium-size business when complying with relevant
regulations. It measures and tracks changes in
regulations affecting 11 areas in the life cycle of a
business: starting a business, dealing with construction
permits, getting electricity, registering property,
getting credit, protecting investors, paying taxes,
trading across borders, enforcing contracts, resolving
insolvency and employing workers.

In a series of annual reports Doing Business presents
guantitative indicators on business regulations and the
protection of property rights that can be compared
across 189 economies, from Afghanistan to Zimbabwe,
over time. The data set covers 47 economies in Sub-
Saharan Africa, 33 in Latin America and the Caribbean,
25 in East Asia and the Pacific, 25 in Eastern Europe
and Central Asia, 20 in the Middle East and North
Africa and 8 in South Asia, as well as 31 OECD high-
income economies. The indicators are used to analyze
economic outcomes and identify what reforms have
worked, where and why.

This economy profile presents the Doing Business
indicators for Germany. To allow useful comparison, it
also provides data for other selected economies
(comparator economies) for each indicator. The data in
this report are current as of June 1, 2013 (except for

the paying taxes indicators, which cover the period
January—December 2012).

The Doing Business methodology has limitations. Other
areas important to business—such as an economy’s
proximity to large markets, the quality of its
infrastructure services (other than those related to
trading across borders and getting electricity), the
security of property from theft and looting, the
transparency of government procurement,
macroeconomic conditions or the underlying strength
of institutions—are not directly studied by Doing
Business. The indicators refer to a specific type of
business, generally a local limited liability company
operating in the largest business city. Because
standard assumptions are used in the data collection,
comparisons and benchmarks are valid across
economies. The data not only highlight the extent of
obstacles to doing business; they also help identify the
source of those obstacles, supporting policy makers in
designing regulatory reform.

More information is available in the full report. Doing
Business 2014 presents the indicators, analyzes their
relationship with economic outcomes and presents
business regulatory reforms. The data, along with
information on ordering Doing Business 2014, are
available on the Doing Business website at
http://www.doingbusiness.org.
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THE BUSINESS ENVIRONMENT

For policy makers trying to improve their economy’s
regulatory environment for business, a good place to
start is to find out how it compares with the regulatory
environment in other economies. Doing Business
provides an aggregate ranking on the ease of doing
business based on indicator sets that measure and
benchmark regulations applying to domestic small to
medium-size businesses through their life cycle.
Economies are ranked from 1 to 189 by the ease of
doing business index. For each economy the index is
calculated as the ranking on the simple average of its
percentile rankings on each of the 10 topics included in
the index in Doing Business 2014: starting a business,
dealing with construction permits, getting electricity,
registering property, getting credit, protecting
investors, paying taxes, trading across borders,
enforcing contracts and resolving insolvency. The
ranking on each topic is the simple average of the
percentile rankings on its component indicators (see
the data notes for more details). The employing workers
indicators are not included in this year's aggregate ease
of doing business ranking, but the data are presented
in this year's economy profile.

The aggregate ranking on the ease of doing business
benchmarks each economy’'s performance on the
indicators against that of all other economies in the
Doing Business sample (figure 1.1). While this ranking
tells much about the business environment in an
economy, it does not tell the whole story. The ranking on
the ease of doing business, and the underlying
indicators, do not measure all aspects of the business
environment that matter to firms and investors or that
affect the competitiveness of the economy. Still, a high
ranking does mean that the government has created a
regulatory environment conducive to operating a
business.

ECONOMY OVERVIEW

Region: OECD high income
Income category: High income
Population: 81,889,839

GNI per capita (US$): 44,010
DB2014 rank: 21

DB2013 rank: 19*

Change in rank: -2

DB 2014 DTF: 79.97

DB 2013 DTF: 79.7

Change in DTF: 0.27

* DB2013 ranking shown is not last year's published
ranking but a comparable ranking for DB2013 that
captures the effects of such factors as data
corrections and the addition of 4 economies (Libya,
Myanmar, San Marino and South Sudan) to the
sample this year. See the data notes for sources and
definitions.
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THE BUSINESS ENVIRONMENT

Figure 1.1 Where economies stand in the global ranking on the ease of doing business
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Source: Doing Business database.
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THE BUSINESS ENVIRONMENT

For policy makers, knowing where their economy
stands in the aggregate ranking on the ease of
doing business is useful. Also useful is to know how
it ranks relative to comparator economies and

relative to the regional average (figure 1.2). The
economy’s rankings on the topics included in the
ease of doing business index provide another
perspective (figure 1.3).

Figure 1.2 How Germany and comparator economies rank on the ease of doing business
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Germany 21
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Ease of doing business ranking

Source: Doing Business database.
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THE BUSINESS ENVIRONMENT

Figure 1.3 How Germany ranks on Doing Business topics

Enforcing Contracts (5)

Trading Across Borders (14)

Resolving Insolvency (13)

Paying Taxes (89)

Starting a Business (111)

Protecting Investors (98)

Dealing with Construction Permits (12)

Getting Electricity (3)

Registering Property (81)

Getting Credit (28)

Source: Doing Business database.
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THE BUSINESS ENVIRONMENT

Just as the overall ranking on the ease of doing business
tells only part of the story, so do changes in that ranking.
Yearly movements in rankings can provide some indication
of changes in an economy’s regulatory environment for
firms, but they are always relative.

Moreover, year-to-year changes in the overall rankings do
not reflect how the business regulatory environment in an
economy has changed over time—or how it has changed
in different areas. To aid in assessing such changes,

Doing Business introduced the distance to frontier
measure. This measure shows how far on average an
economy is from the best performance achieved by any
economy on each Doing Business indicator since 2005,
except for the getting electricity indicators, which were
introduced in 2009.

Comparing the measure for an economy at 2 points in
time allows users to assess how much the economy’s
regulatory environment as measured by Doing Business
has changed over time—how far it has moved toward (or
away from) the most efficient practices and strongest
regulations in areas covered by Doing Business (figure 1.4).

Figure 1.4 How far has Germany come in the areas measured by Doing Business?

2005 @& 2013

Distance to frontler (percentage polnts)
£

+ 2009

Note: The distance to frontier measure shows how far on average an economy is from the best performance achieved by any
economy on each Doing Business indicator since 2005, except for the getting electricity indicators, which were introduced in 2009. The
measure is normalized to range between 0 and 100, with 100 representing the best performance (the frontier). The overall distance to
frontier is the average of the distance to frontier in the first 9 indicator sets shown in the figure and does not include getting
electricity. Data on the overall distance to frontier including getting electricity is available at
http://www.doingbusiness.org/data/distance-to-frontier. See the data notes for more details on the distance to frontier measure.
Source: Doing Business database.
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THE BUSINESS ENVIRONMENT

The absolute values of the indicators tell another part
of the story (table 1.1). The indicators, on their own or
in comparison with the indicators of a good practice
economy or those of comparator economies in the
region, may reveal bottlenecks reflected in large
numbers of procedures, long delays or high costs. Or
they may reveal unexpected strengths in an area of

10

business regulation—such as a regulatory process that
can be completed with a small number of procedures
in a few days and at a low cost. Comparison of the
economy’s indicators today with those in the previous
year may show where substantial bottlenecks persist—
and where they are diminishing.

Table 1.1 Summary of Doing Business indicators for Germany
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Procedures (number) 9 9 4 3
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Cos't (% of income per 47 49 02 11

capita)

Paid-in Min. Capital (%

aid-in Min. Capital (% |, , 0.0 239 7.0
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= >
N <
A 2
o
<
<, = =) g g
) = N o) £
N o m = =
m =) = (]
o o - > t o
o T ] o g~
g s s o 2
I [} o c o @
e - z =) (=)
41 52 53 28 New Zealand (1)
5 5 5 6 New Zealand (1)*
6.5 45 7.0 12.0 New Zealand (0.5)
0.9 2.7 16 0.3 Slovenia (0.0)
0.0 10.5 51 0.0 112 Economies (0.0)*
92 41 78 7 Hong Kong SAR,
China (1)
Hong Kong SAR,
9 18 10 12
China (6)
184.0 77.0 136.0 88.0 Singapore (26.0)
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Indicator

Cost (% of income per
capita)

Getting Electricity
(rank)

Procedures (number)

Time (days)

Cost (% of income per
capita)

Registering Property
(rank)

Procedures (number)

Time (days)

Cost (% of property
value)

Getting Credit (rank)

Strength of legal rights
index (0-10)

Depth of credit
information index (0-6)

Public registry coverage
(% of adults)

Private bureau
coverage (% of adults)

Protecting Investors
(rank)

Extent of disclosure

Germany
S " S -
=) =) =) = <
N N N b=y -
[ ) ) P =)
[a) [a) o [ a
> > ~ [a) o
c c -
] c [ i3 o
E E £ 5 g
(7] [T} (7] c ©
(U] (U] o i w
46.7 48.1 87.2 433 244 .4
3 3 18 22 42
3 3 4 5 5
17 17 38 42 79
46.9 48.3 1184 29.6 433
81 78 7 26 149
5 5 3 3 8
40.0 40.0 40 14.0 49.0
57 57 0.6 40 6.1
28 24 28 42 55
7 7 9 8 7
6 6 4 4 4
0.0 13 0.0 0.0 43.6
100.0 100.0 7.5 19.5 0.0
98 95 34 68 80
5 5 7 6 10

Iceland DB2014

251

22

144

12

35

24

42

0.0

100.0

52

Norway DB2014

N
0o
o

17

66

121

10

3.0

25

73

0.0

100.0

22

United Kingdom DB2014

o
o
()

74

5

126

91.9

68

6

215

4.7

10

6

0.0

100.0

10

10

11

Best performer globally

DB2014

Qatar (1.1)

Iceland (1)

10 Economies (3)*

Germany (17)

Japan (0.0)

Georgia (1)

4 Economies (1)*

New Zealand (1.0)*

5 Economies (0.0)*

Malaysia (1)*

10 Economies (10)*

31 Economies (6)*

Portugal (100.0)*

22 Economies (100.0)*

New Zealand (1)

10 Economies (10)*
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Indicator

index (0-10)

Extent of director
liability index (0-10)

Ease of shareholder
suits index (0-10)

Strength of investor
protection index (0-10)

Paying Taxes (rank)

Payments (number per
year)

Time (hours per year)

Trading Across Borders
(rank)

Documents to export
(number)

Time to export (days)

Cost to export (US$ per
container)

Documents to import
(number)

Time to import (days)

Cost to import (US$ per
container)

Enforcing Contracts
(rank)

Germany
S " S -
=) =) =) = <
N N N b=y -
[ ) ) & =)
[a) [a) o [ a
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E E £ 5 g
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5 5 5 4 1
5 5 7 7 5
5.0 5.0 6.3 57 53
89 71 12 21 52
9 9 10 8 7
218 207 130 93 132
14 14 8 9 36
4 4 4 4 2
9 9 6 9 10
905 902 795 615 1,335
4 4 3 5 2
7 7 5 7 11
940 937 745 625 1,445
5 5 32 8 7

Iceland DB2014

6.0

37

26

140

50

10

1,530

1,620

Norway DB2014

6.7

17

83

26

1,225

1,100

United Kingdom DB2014

8.0

14

110

16

1,005

1,050

56

12

Best performer globally

DB2014

Cambodia (10)

3 Economies (10)*

New Zealand (9.7)

United Arab Emirates
(1)

Hong Kong SAR,
China (3)*

United Arab Emirates
(12)

Singapore (1)

Ireland (2)*

5 Economies (6)*

Malaysia (450)

Ireland (2)*

Singapore (4)

Singapore (440)

Luxembourg (1)
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= >
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Indicator = S Q a 3 = s (°] ]
Q@ o 0 N ) S N = £
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c c 5 - > o
[ [ o e (] T [ o o -
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Time (days) 394 394 410 375 395 417 280 437 Singapore (150)
Cost (% of claim) 144 144 233 133 174 9.0 9.9 39.9 Bhutan (0.1)
Procedures (number) 30 30 35 33 29 27 34 28 Singapore (21)*
Resolving Insolvency
13 19 10 3 46 11 2 7 Japan (1)
(rank)
Time (years) 12 12 1.0 0.9 19 1.0 0.9 1.0 Ireland (0.4)
Cost (% of estate) 8 8 4 4 9 4 1 6 Norway (1)
Outcome (0 as
piecemeal sale and 1 as 1 1 1 1 0 1 1 1
going concern)
Recovery rate (cents on
82.9 78.1 87.0 90.2 483 84.5 91.3 88.6 Japan (92.8)

the dollar)

Note: DB2013 rankings shown are not last year's published rankings but comparable rankings for DB2013 that capture the effects of
such factors as data corrections and the addition of 4 economies (Libya, Myanmar, San Marino and South Sudan) to the sample this
year. For more information on "no practice” marks, see the data notes.

* Two or more economies share the top ranking on this indicator. A number shown in place of an economy’s name indicates the
number of economies that share the top ranking on the indicator. For a list of these economies, see the Doing Business website
(http://www.doingbusiness.org).

Source: Doing Business database.
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STARTING A BUSINESS

Formal registration of companies has many
immediate benefits for the companies and for
business owners and employees. Legal entities can
outlive their founders. Resources are pooled as
several shareholders join forces to start a company.
Formally registered companies have access to
services and institutions from courts to banks as
well as to new markets. And their employees can
benefit from protections provided by the law. An
additional benefit comes with limited liability
companies. These limit the financial liability of
company owners to their investments, so personal
assets of the owners are not put at risk. Where
governments make registration easy, more
entrepreneurs start businesses in the formal sector,
creating more good jobs and generating more
revenue for the government.

What do the indicators cover?

Doing Business measures the ease of starting a
business in an economy by recording all
procedures officially required or commonly done in
practice by an entrepreneur to start up and
formally operate an industrial or commercial
business—as well as the time and cost required to
complete these procedures. It also records the
paid-in - minimum capital that companies must
deposit before registration (or within 3 months).
The ranking on the ease of starting a business is
the simple average of the percentile rankings on
the 4 component indicators: procedures, time, cost
and paid-in minimum capital requirement.

To make the data comparable across economies,
Doing Business uses several assumptions about the
business and the procedures. It assumes that all
information is readily available to the entrepreneur
and that there has been no prior contact with
officials. It also assumes that the entrepreneur will
pay no bribes. And it assumes that the business:

e Is alimited liability company, located in the
largest business city and is 100% domestically
owned.

e Has between 10 and 50 employees.

e Conducts general commercial or industrial
activities.

WHAT THE STARTING A BUSINESS
INDICATORS MEASURE

Procedures to legally start and operate a
company (number)

Preregistration (for example, name
verification or reservation, notarization)

Registration in the economy’s largest
business city

Postregistration (for example, social security
registration, company seal)

Time required to complete each procedure
(calendar days)

Does not include time spent gathering
information

Each procedure starts on a separate day (2
procedures cannot start on the same day).
Procedures that can be fully completed
online are an exception to this rule.

Procedure completed once final document is
received

No prior contact with officials

Cost required to complete each procedure
(% of income per capita)

Official costs only, no bribes

No professional fees unless services required
by law

Paid-in minimum capital (% of income
per capita)

Deposited in a bank or with a notary before
registration (or within 3 months)

Has a start-up capital of 10 times income per
capita.

Has a turnover of at least 100 times income per
capita.

Does not qualify for any special benefits.

Does not own real estate.

14
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STARTING A BUSINESS

Where does the economy stand today?

What does it take to start a business in Germany?  days, costs 4.7% of income per capita and requires
According to data collected by Doing Business, starting paid-in minimum capital of 0.0% of income per capita
a business there requires 9 procedures, takes 14.5  (figure 2.1).

Figure 2.1 What it takes to start a business in Germany

Paid-in minimum capital (% of income per capita): 0.0

Hl Time Cost
15 5
.
.

. 4
10 ] 3
=
S
g P2
= -
2 5] H
g £
F 2 %
I £
- ]
o+ N S

1

-5 T T T T T T T T T 0

1 2 3 4 5 B 7 8 9

Procedures (number)

Note: Time shown in the figure above may not reflect simultaneity of procedures. Online procedures account for 0.5 days in the
total time calculation. For more information on the methodology of the starting a business indicators, see the Doing Business
website (http://www.doingbusiness.org). For details on the procedures reflected here, see the summary at the end of this
chapter.

Source: Doing Business database.
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STARTING A BUSINESS

Globally, Germany stands at 111 in the ranking of 189 regional average ranking provide other useful
economies on the ease of starting a business (figure  information for assessing how easy it is for an
2.2). The rankings for comparator economies and the  entrepreneur in Germany to start a business.

Figure 2.2 How Germany and comparator economies rank on the ease of starting a business

United Kingdom 28

Denmark 40

France 41

Iceland 52

Norwvay 53

Finland 55

Regional Average (OECD high income) &0

Germany 111

1 189

Rank

Source: Doing Business database.
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STARTING A BUSINESS

What are the changes over time?

The benchmarks provided by the economies that over
time have had the best performance regionally or
globally on the procedures, time, cost or paid-in
minimum capital required to start a business (figure

17

2.3) can help show what is possible in making it easier
to start a business. And changes in regional averages
can show where Germany is keeping up—and where it
is falling behind.

Figure 2.3 Has starting a business become easier over time?

Procedures (number)

m— (Germany ® Global best performance Regional best performance
— Regional average: OECD high
income
10 -
2
6 o T —_— -
a4
4 00 0 ©0 O
0 © © o O L0 o
AR A e A Y
& e
DE year
Time (days)

m— (Germany
___ Reqional average: OECD high
INCoMme

® Global best performance

Regional best performance
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STARTING A BUSINESS

Cost (% of income per capita)

— (JErmany ® (Global best performance Regional best performance
___ Regional average: OECD high
income
10 -
8] T
6 TTT——
4 § e
2_
—e—e—e—9e—e—©8—Ce—e—e—8—0 —
RO &P O A W b
A AR A
& g s
DB year

Paid-in minimum capital (% of income per capita)

— (JErmany Regional average: OECD high Regional best performance
income

S P e S
& 5@ o o o o

DE year

Note: Ninety economies globally have no paid-in minimum capital requirement. DB2013 rankings shown are not last year’s
published rankings but comparable rankings for DB2013 that capture the effects of such factors as data corrections and
the addition of 4 economies (Libya, Myanmar, San Marino and South Sudan) to the sample this year.

Source: Doing Business database.
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STARTING A BUSINESS

Economies around the world have taken steps making
it easier to start a business—streamlining procedures
by setting up a one-stop shop, making procedures
simpler or faster by introducing technology and
reducing or eliminating minimum capital requirements.
Many have undertaken business registration reforms in
stages—and they often are part of a larger regulatory
reform program. Among the benefits have been

19

greater firm satisfaction and savings and more
registered businesses, financial resources and job
opportunities.

What business registration reforms has Doing Business
recorded in Germany (table 2.1)?

Table 2.1 How has Germany made starting a business easier—or not?

By Doing Business report year

DB year Reform

DB2009 No reform as measured by Doing Business.

DB2010 Germany eased the business start up process by reducing the
minimum capital requirement to a symbolic value.
Germany eased business start-up by increasing the efficiency
of communications between the notary and the commercial

DB2011 . ST .
registry and eliminating the need to publish an announcement
in a newspaper.

DB2012 No reform as measured by Doing Business.

DB2013 No reform as measured by Doing Business.

DB2014 No reform as measured by Doing Business.

Note: For information on reforms in earlier years (back to DB2005), see the Doing Business reports

for these years, available at http://www.doingbusiness.org.
Source: Doing Business database.
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STARTING A BUSINESS

What are the details?

Underlying the indicators shown in this chapter for

Germany is a set of specific procedures—the
bureaucratic and legal steps that an entrepreneur

must complete to incorporate and register a new

City: Berlin

firm. These are identified by Doing Business
through  collaboration ~ with  relevant local Legal Form: Unternehmergesellschaft

professionals and the study of laws, regulations and
publicly available information on business entry in
that economy. Following is a detailed summary of
those procedures, along with the associated time
and cost. These procedures are those that apply to

a company matching the standard assumptions

(the

“standardized company”) used by Doing

Business in collecting the data (see the section in

this chapter on what the indicators measure).

Summary of procedures for starting a business in Germany—and the time and cost

No.

Procedure

complete

Obtain the company’s name at the local chamber of industry and
commerce

Less than one day
(online procedure)

Entrepreneurs need to obtain the company’s name at the Berlin
Chamber of Industry and Commerce

Procedure can be done online

Notarize the articles of association and memorandum of
association

The fees depend on value of the share capital, with a basic 10/10 fee
calculated as follows:

« Up to EUR 1,000 of share capital: fee is EUR 10.

« From EUR 1,000 to EUR 5,000 of share capital: fee of EUR 8 is added

for each EUR 1,000 of share capital.

« From EUR 5,000 to EUR 50,000 of share capital: fees of EUR 6 are

added for each EUR 3,000 of share capital.

- From EUR 50,000 to EUR 5,000,000 of share capital: fees of EUR 15 are

added for each EUR 10,000 of share capital. 1 day

Since the model company has 5 shareholders, these do not have the
option of using unified sample articles (as provided for in the
attachment to sec. 2 GmbHG).

If more than one shareholder is involved, the German Cost Regulation
Act provides a double fee (so-called "20/10-fee" / "20/10-Geblhr"), in
which the amount for a company with a share capital of 10 times the
GNI per capita is EUR 1,104.

STANDARDIZED COMPANY

(haftungsbeschrinkt). The team understands that
this is not the most common company type
(GmbH-Gesellschaft mit beschrankter Haftunq)
but the UG is the company with the lowest paid-in
minimum capital requirement.

Paid in Minimum Capital Requirement: EUR 1
Start-up Capital: 10 times GNI per capita

Cost to complete

no charge

EUR 1104

20
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No. Procedure : Cost to complete
complete

Open a bank account

In case of the UG (haftungsbeschrankt) the initial capital have to be 1 day

- no charge
paid in full.

Notary public files the articles of association at the local
commercial register

Applicants must submit to the Commercial Register by electronic form:
(a) the notarized articles of association; (b) the deed of appointment of
the directors, if not included in the articles; (c) a list of the company’s
shareholders; and (d) the assurance that the statutory minimum paid-in
capital has been paid in to the free disposition of the management.

Pursuant to the applicable registration laws, the Commercial Register

must decide on the company’s registration without undue delay. The

Commercial Register publishes the registration on a central electronic

platform (www.handelsregister.de) and notifies the local Chamber of

Industry and Commerce and the tax office of the new company.

EUR 150

Costs to file the articles of association with the local Commercial (registration fee) +
4  Register include the following: 7 days EUR 276

+ Notary fees for registration and notarize the articles and foundation (application for

agreement. No extra notary fees apply if the notarization and filing of registration)

the articles of association (by notary public) are combined. The

applicable fees amount to a quarter of the fees set forth under

Procedure 2 when the notary used in proc 2 differs from the one of

proc 4. All amounts are plus 19% VAT. If the application for registration

is notarized together with the articles of association, the notarization of

the application does not trigger any additional fees.

« Registration fees with local court: EUR 150 (if in-kind capital

contributions, the statutory registration fee amounts to EUR 240)

The Commercial Register notifies the local Chamber of Industry and
Commerce and the tax office of the new company.

Notify the local office of business and standards of the
establishment of the company

Certain businesses (e.g. restaurants, brokers) must apply for a trading 1 day EUR 31
permit (Gewerbeerlaubnis). However, the permit does not have to be

presented at the time of the registration of the GmbH / UG

(haftungsbeschrankt) at the commercial register. If no such permit is

required, start-up companies must simply notify the local trade office
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Time to

No. Procedure S TnIETe Cost to complete
which issues a trading license (Gewerbeschein). This notification
procedure also covers registration formalities with the central statistical
office, the relevant chamber of industry and commerce, the local labor
office, the social security and federal health insurance office.
* Register with the professional association of the relevant trade
1 day
The professional associations are carriers of occupational accident (simultaneous with
6 insurance. Registration must be done within a week of the founding of previous no charge
the business (after the notarization of the articles of association). d
procedure)
* Notify the local labor office of the establishment of the company
1 day
The notification can be in writing and/or by phone. The Labor Office (simultaneous with
7 |assigns an eight-digit operating number, which is needed to report previous no charge
social security.
procedure)
* Register employees for health and social insurance
The social security and federal health insurance office notifies the local |1 day
labor office and the annuity insurance carrier (Deutsche (simultaneous with
8 |Rentenversicherung Bund).The competent social security and federal previous no charge
health insurance office collects payment for mandatory health, rocedure)
unemployment, and annuity insurance. P
* Mail out the documentation to the Tax Office
Registration must be done within a month of the opening of the
business, and not later than a month after the notarization of the 1 day
i iati icei ifi ' simultaneous with
9 articles of association. After the tax office is notified of the company’s ( no charge

business activity by the trade office, the tax office sends the company a previous
questionnaire requesting the company’s business data. procedure)

* Takes place simultaneously with another procedure.
Note: Online procedures account for 0.5 days in the total time calculation.
Source: Doing Business database.
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DEALING WITH CONSTRUCTION PERMITS

Regulation of construction is critical to protect the
public. But it needs to be efficient, to avoid
excessive constraints on a sector that plays an
important part in every economy. Where complying
with building regulations is excessively costly in
time and money, many builders opt out. They may
pay bribes to pass inspections or simply build
illegally, leading to hazardous construction that
puts public safety at risk. Where compliance is
simple, straightforward and inexpensive, everyone
is better off.

What do the indicators cover?

Doing Business records the procedures, time and
cost for a business in the construction industry to
obtain all the necessary approvals to build a
warehouse in the economy’s largest business city,
connect it to basic utilities and register the
property so that it can be used as collateral or
transferred to another entity.

The ranking on the ease of dealing with
construction permits is the simple average of the
percentile rankings on its component indicators:
procedures, time and cost.

To make the data comparable across economies,
Doing Business uses several assumptions about the
business and the warehouse, including the utility
connections.

The business:

e Isalimited liability company operating in
the construction business and located in
the largest business city.

e s domestically owned and operated.
e Has 60 builders and other employees.
The warehouse:

e Is a new construction (there was no
previous construction on the land).

e Has complete architectural and technical
plans prepared by a licensed architect or
engineer.

WHAT THE DEALING WITH CONSTRUCTION
PERMITS INDICATORS MEASURE

Procedures to legally build a warehouse
(number)

Submitting all relevant documents and
obtaining all necessary clearances, licenses,
permits and certificates

Submitting all required notifications and
receiving all necessary inspections

Obtaining utility connections for water,
sewerage and a land telephone line

Registering the warehouse after its
completion (if required for use as collateral or
for transfer of the warehouse)

Time required to complete each procedure
(calendar days)

Does not include time spent gathering
information

Each procedure starts on a separate day.
Procedures that can be fully completed online
are an exception to this rule.

Procedure considered completed once final
document is received

No prior contact with officials

Cost required to complete each procedure (%
of income per capita)

Official costs only, no bribes

e  Will be connected to water, sewerage
(sewage system, septic tank or their
equivalent) and a fixed telephone line. The
connection to each utility network will be 10
meters (32 feet, 10 inches) long.

e Will be used for general storage, such as of
books or stationery (not for goods requiring
special conditions).

e  Will take 30 weeks to construct (excluding all
delays due to administrative and regulatory
requirements).
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DEALING WITH CONSTRUCTION PERMITS

Where does the economy stand today?

What does it take to comply with the formalities to permits there requires 9 procedures, takes 97.0 days
build a warehouse in Germany? According to data  and costs 46.7% of income per capita (figure 3.1).
collected by Doing Business, dealing with construction

Figure 3.1 What it takes to comply with formalities to build a warehouse in Germany
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Note: Time shown in the figure above may not reflect simultaneity of procedures. Online procedures account for 0.5 days in the
total time calculation. For more information on the methodology of the dealing with construction permits indicators, see the
Doing Business website (http://www.doingbusiness.org). For details on the procedures reflected here, see the summary at the
end of this chapter.

Source: Doing Business database.
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DEALING WITH CONSTRUCTION PERMITS

Globally, Germany stands at 12 in the ranking of 189  other useful information for assessing how easy it is for
economies on the ease of dealing with construction  an entrepreneur in Germany to legally build a
permits (figure 3.2). The rankings for comparator  warehouse.

economies and the regional average ranking provide

Figure 3.2 How Germany and comparator economies rank on the ease of dealing with construction permits

Denmark 8
Germany
United Kingdom 27
Norwvay 28
Finland 36
Iceland 41
Regional Average (QECD high income) 63

France 92

1 189

Rank

Source: Doing Business database.
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DEALING WITH CONSTRUCTION PERMITS

What are the changes over time?

The benchmarks provided by the economies that over
time have had the best performance regionally or
globally on the procedures, time or cost required to
deal with construction permits (figure 3.3) help show
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what is possible in making it easier to deal with
construction permits. And changes in regional
averages can show where Germany is keeping up—
and where it is falling behind.

Figure 3.3 Has dealing with construction permits become easier over time?
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DEALING WITH CONSTRUCTION PERMITS

Cost (% of income per capita)
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Note: DB2013 rankings shown are not last year's published rankings but comparable rankings for DB2013 that capture the
effects of such factors as data corrections and the addition of 4 economies (Libya, Myanmar, San Marino and South Sudan) to

the sample this year. For more information on “no practice” marks, see the data notes.
Source: Doing Business database.



Doing Business 2014 EITIETY

DEALING WITH CONSTRUCTION PERMITS

Smart regulation ensures that standards are met while
making compliance easy and accessible to all.
Coherent and transparent rules, efficient processes and
adequate allocation of resources are especially
important in sectors where safety is at stake.
Construction is one of them. In an effort to ensure
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building safety while keeping compliance costs
reasonable, governments around the world have
worked on consolidating permitting requirements.
What construction permitting reforms has Doing
Business recorded in Germany (table 3.1)?

Table 3.1 How has Germany made dealing with construction permits easier—or not?

By Doing Business report year

DB year Reform

DB2009 No reform as measured by Doing Business.
DB2010 No reform as measured by Doing Business.
DB2011 No reform as measured by Doing Business.
DB2012 No reform as measured by Doing Business.
DB2013 No reform as measured by Doing Business.
DB2014 No reform as measured by Doing Business.

Note: For information on reforms in earlier years (back to DB2006), see the Doing Business reports

for these years, available at http://www.doingbusiness.org.
Source: Doing Business database.
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DEALING WITH CONSTRUCTION PERMITS

What are the details?

The indicators reported here for Germany are
based on a set of specific procedures—the steps
that a company must complete to legally build a
warehouse—identified by Doing Business through
information collected from experts in construction
licensing, including architects, civil engineers,
construction lawyers, construction firms, utility
service providers and public officials who deal with
building regulations. These procedures are those
that apply to a company and structure matching
the standard assumptions used by Doing Business
in collecting the data (see the section in this
chapter on what the indicators cover).

BUILDING A WAREHOUSE
City : Berlin
i) EUR 1,000,000

Warehouse Value :

The procedures, along with the associated time and
cost, are summarized below.

Summary of procedures for dealing with construction permits in Germany —and the time and cost

No. Procedure

Obtain building permit

Time to

Cost to complete
complete

The Building permit grants the right to build on a plot and authorizes
construction as well. There are several building departments
(Bauaufsichtsamter) located to the districts of Berlin. Which building
department is responsible is determined by the location of the building

site in Berlin.

To obtain a construction permit, BuildCo shall provide the building
authority with, among other documents, project design drawings, a
building specification including a detailed description of the future use
of the building, proof of stability, and other necessary proofs (e.g. heat
insulation, sound insulation). The architect needs to sign the application
for the building permit, and must attach the design drawings, usually
scaled at 1:100. Static calculations must be added. The building

authority will produce static expert double-check calculations (carried 25 days EUR 3.500

out by a "Pruefstatiker"). The building authority will then forward the
application to other relevant departments (e.g., the fire department,

planning department).

Even if it is not yet required by law to submit the building permission
procedure documents in electronic form, it is recommended to submit
documents in electronic form to speed up the process.

Under a revised Berlin State Law, the Building Code Berlin (Bauordnung
Berlin, abbreviated as BauO BIn), effective September 29, 2005,
amended by Regulation from June 29, 2011, certain constructions
require only a simple building permit (Section 64 BauO BIn) or a waiver
(Section 63 BauO BIn, maximum value EUR 3,000.00). In the case of a
simplified building permit under Section 64 BauO BIn, the application
will be deemed to be complete and sufficient unless the building
department notifies the applicant to the contrary within three weeks of
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Time to
No. Procedure Cost to complete
complete

receiving the application. If the building department remains silent for
four weeks, the application will be deemed granted and construction
may commence (Section 70, Paragraphs 3 and 4 BauO BIn, and Section
71, Paragraph 7, Item 1 BauO BIn. It is the duty of the architect or the
engineer to supervise compliance of the construction project with the
applicable state law.

In addition, upon receiving the application for a normal building permit,
the building department has to notify the applicant within 14 days if
the application is complete or if additional documents or plans are
required (Section 70, Paragraph 1 and 2 BauO BIn) If the applicant fails
to amend the application within a period determined by the building
authority, the application will be deemed abandoned. If the application
is complete, the building department will contact other departments
involved (for example the fire safety and public street supervision
departments.) If the other departments fail to make a decision within a
month, they will be deemed to have consented to the issuance of the
permit. If the application is not complete for the purpose of these other
departments, then this period of a month is interrupted until the
application is completed by the applicant. Upon receiving consent from
the other departments, the building department again has a month to
decide on the application for a building permit. Due to fact that
documents often have to be requested the time needed to obtain a
building permit is on average three months.

Application for approval of static calculation

The building authority appoints an independent engineer (either from a
private company or from within the authority), responsible for verifying
the static calculations (the “Pruefingenieur”).

A legal certificate of static stability, issued by a "Pruefingenieur”, must
be available at the time of start of construction.

The cost of an independent engineer to double-check the static
stability is calculated by a Regulation concerning the work of the
“Pruefingenieure” and the payment (Bautechnische
Prifungsverordnung, abbreviated as BauPrifV, effective February 12, 21 days EUR 1,500
2010, amended by Regulation from August 23, 2010). In the warehouse
case considered here, the cost for an independent engineer is about
EUR 3,150.00. The calculation is based on a volume of 3900 cubic
meters and a chargeable building value of EUR 95 per cubic meters
(Appendix 1 to Section 27 Paragraph 1 BauPrifVO, Item 15). The
chargeable building value amounts up to EUR 370,500.00 in accordance
with the list. A structural framework of average difficulty considered
("Bauwerksklasse” 2-3, Appendix 2 to Section 27 Paragraph 4
BauPriifVO) gives a basic fee of about EUR 3,150.00 for a legal
certificate of static stability, issued by a "Pruefingenieur”.
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Time to
complete

Procedure

Receive fire safety inspection from District Chimney Sweeper

Before completion of the building shell, BuildCo shall provide the
building authority with a certificate confirming the suitability of the
chimneys. Such a certificate by the District Chimney Sweeper is
mentioned in Section 81, Paragraph 4 BauO BIn. The cost is EUR 31.20
per hour (see Section 1, Paragraph 3, Item 3 a and Section 12 of the
applicable city ordinance: Verordnung Uber die Kosten fiir Kehr und
Uberpriifungsarbeiten und Messungen durch den
Bezirksschornsteinfegermeister in Berlin, abbreviated as KUGebO,
promulgated January 14, 1999, amended January 23, 2006. The 1 day
inspection may take more than one hour, but it will not take more than
a day. An appointment can be made on short notice, probably 1 -- 2
weeks before the day of inspection.

This procedure is for fire safety and for the cases where the heating is
done by gas boilers. However, some buildings in Berlin will use a so
called "long distance heating" system to heat the building, which is
basically heating by hot water from a centralized boiler. In this case this
procedure will not be required.

Receive inspection of the building shell

The notification shall be made 2 weeks before the completion of the

building shell; the building authority may then decide in its own 1 day
discretion whether it will inspect the site (the likelihood is 10%); 2

weeks after the notification, BuildCo may start with interior fittings.

Receive inspection after completion of the building ("Foermliche
Bauabnahme")

Notification shall be made 2 weeks before the completion of the

building; the building authority may then decide in its own discretion |1 day
whether it will inspect the site (the likelihood is 10%); 2 weeks after the
notification, BuildCo may start to use the building.

* Apply for water connection

1 day

Receive inspection by water company

1 day

Obtain water connection

45 days

Cost to complete

EUR 31

EUR 2,600

no charge

EUR 7,500

no charge

no charge

31
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complete

* Obtain telephone line

9 45 days

* Takes place simultaneously with another procedure.

Note: Online procedures account for 0.5 days in the total time calculation.
Source: Doing Business database.

Cost to complete

EUR 300

32
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GETTING ELECTRICITY

Access to reliable and affordable electricity is vital
for businesses. To counter weak electricity supply,
many firms in developing economies have to rely
on self-supply, often at a prohibitively high cost.
Whether electricity is reliably available or not, the
first step for a customer is always to gain access by
obtaining a connection.

What do the indicators cover?

Doing Business records all procedures required for
a local business to obtain a permanent electricity
connection and supply for a standardized
warehouse, as well as the time and cost to
complete them. These procedures include
applications and contracts with electricity utilities,
clearances from other agencies and the external
and final connection works. The ranking on the
ease of getting electricity is the simple average of
the percentile rankings on its component
indicators: procedures, time and cost. To make the
data comparable across economies, several
assumptions are used.

The warehouse:

e Islocated in the economy’s largest
business city, in an area where other
warehouses are located.

e Isnotin a special economic zone where
the connection would be eligible for
subsidization or faster service.

e Has road access. The connection works
involve the crossing of a road or roads but
are carried out on public land.

e s anew construction being connected to
electricity for the first time.

e Has 2 stories, both above ground, with a
total surface of about 1,300.6 square
meters (14,000 square feet), and is built on
a plot of 929 square meters (10,000 square
feet).

The electricity connection:

e Is 150 meters long and is a 3-phase, 4-wire Y,
140-kilovolt-ampere (kVA) (subscribed
capacity) connection.
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WHAT THE GETTING ELECTRICITY
INDICATORS MEASURE

Procedures to obtain an electricity
connection (number)

Submitting all relevant documents and
obtaining all necessary clearances and permits

Completing all required notifications and
receiving all necessary inspections

Obtaining external installation works and
possibly purchasing material for these works

Concluding any necessary supply contract and
obtaining final supply

Time required to complete each procedure
(calendar days)

Is at least 1 calendar day
Each procedure starts on a separate day

Does not include time spent gathering
information

Reflects the time spent in practice, with little
follow-up and no prior contact with officials

Cost required to complete each procedure
(% of income per capita)

Official costs only, no bribes

Excludes value added tax

Is to either the low-voltage or the medium-
voltage distribution network and either overhead
or underground, whichever is more common in
the economy and area where the warehouse is
located. The length of any connection in the
customer’s private domain is negligible.

Requires crossing of a 10-meter road but all the
works are carried out in a public land, so there is
no crossing into other people's private property.

Involves installing one electricity meter. The
monthly electricity consumption will be 0.07
gigawatt-hour (GWh). The internal electrical
wiring has been completed.
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GETTING ELECTRICITY

Where does the economy stand today?

34

What does it take to obtain a new electricity  procedures, takes 17 days and costs 46.9% of income
connection in Germany? According to data collected  per capita (figure 4.1).

by Doing Business, getting electricity there requires 3

Figure 4.1 What it takes to obtain an electricity connection in Germany
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Note: Time shown in the figure above may not reflect simultaneity of procedures. For more information on the methodology of
the getting electricity indicators, see the Doing Business website (http://www.doingbusiness.org). For details on the procedures

reflected here, see the summary at the end of this chapter.
Source: Doing Business database.
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GETTING ELECTRICITY

Globally, Germany stands at 3 in the ranking of 189  regional average ranking provide another perspective
economies on the ease of getting electricity (figure in assessing how easy it is for an entrepreneur in
4.2). The rankings for comparator economies and the  Germany to connect a warehouse to electricity.

Figure 4.2 How Germany and comparator economies rank on the ease of getting electricity

Iceland | 1
Germany I
Norwvay 17
Denmark 18
Finland 22
France 42
Regional Average (OECD high income) 53

United Kingdom 74

1 189

Rank

Source: Doing Business database.
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GETTING ELECTRICITY
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Even more helpful than rankings on the ease of getting  performers on these indicators may provide useful

electricity may be the indicators underlying those benchmarks.
rankings (table 4.1). And regional and global best

Table 4.1 The ease of getting electricity in Germany

Best performer in

Indicator Germany DB2014 Germany DB2013 | OECD high income
DB2014
Rank 3 3 Iceland (1)
Procedures (number) 3 3 4 Economies* (3)
Time (days) 17 17 Germany (17)

Cost (% of income per

capita) 46.9 483 Japan (0.0)

Best performer
globally DB2014

Iceland (1)

10 Economies* (3)

Germany (17)

Japan (0.0)

Note: DB2013 rankings shown are not last year's published rankings but comparable rankings for DB2013 that capture the
effects of such factors as data corrections and the addition of 4 economies (Libya, Myanmar, San Marino and South Sudan) to

the sample this year.

* Two or more economies share the top ranking on this indicator. For a list of these economies, see the Doing Business website

(http://www.doingbusiness.org).
Source: Doing Business database.
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Obtaining an electricity connection is essential to
enable a business to conduct its most basic operations.
In many economies the connection process is
complicated by the multiple laws and regulations
involved—covering service quality, general safety,
technical standards, procurement practices and
internal wiring installations. In an effort to ensure
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safety in the connection process while keeping
connection costs reasonable, governments around the
world have worked to consolidate requirements for
obtaining an electricity connection. What reforms in
getting electricity has Doing Business recorded in
Germany (table 4.2)?

Table 4.2 How has Germany made getting electricity easier—or not?

By Doing Business report year

DB year Reform

DB2012 No reform as measured by Doing Business.
DB2013 No reform as measured by Doing Business.
DB2014 No reform as measured by Doing Business.

Source: Doing Business database.
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GETTING ELECTRICITY

What are the details?

The indicators reported here for Germany are based
on a set of specific procedures—the steps that an
entrepreneur must complete to get a warehouse
connected to electricity by the local distribution
utility—identified by Doing Business. Data are collected
from the distribution utility, then completed and
verified by electricity regulatory agencies and
independent professionals such as electrical engineers,
electrical contractors and construction companies. The
electricity distribution utility surveyed is the one
serving the area (or areas) in which warehouses are
located. If there is a choice of distribution utilities, the
one serving the largest number of customers is
selected.
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OBTAINING AN ELECTRICITY CONNECTION

City: Berlin

Vattenfall Europe
Distribution Berlin GmbH
The procedures are those that apply to a warehouse
and electricity connection matching the standard
assumptions used by Doing Business in collecting the
data (see the section in this chapter on what the
indicators cover). The procedures, along with the
associated time and cost, are summarized below.

Name of Utility:

Summary of procedures for getting electricity in Germany—and the time and cost

No. Procedure

Conclude supply agreement with electricity supplier

Time to

Cost to complete
complete

The customer concludes a supply contract with Vattenfall Sales (VE Sales)

Berlin. The customer selects a tariff on the website of VE Sales or the

14 calendar days no charge

customer has a conversation with a representative of the business client
team at VE Sales. Afterwards, the customer concludes a supply contract.

Submit application with Vattenfall Europe Distribution Berlin GmbH

and await and accept estimate

The application can be submitted online by email. Documents to be
submitted are: Architect’s plan indicating the room for the grid
connection, a route in the building and on the lot for the cable, power
performance balance for the building, technical information of the
connection, registration number of the electrician and map of the area
(“Flurplan”). The application can only be submitted by a registered

electrician with the utility. This is required because the application is also |1, calendar days no charge

of technical nature and technical information is required in the
application form. The electrician responsible for the internal wiring of the
warehouse has to be listed at the local distribution system operator (Full
License) or via a "guest pass” from another German distribution system
operator (Guest License). There are no costs for the registration process.
The installer identification from any other DSO of the electrician or the
Master craftsman’s diploma, trading license and a standard form of the
distribution operator is needed for the listing process. To be authorized
to install internal wiring in a house, an electrician has to be a Master
electrician (“Elektromeister”). Master electrician ("Elektromeister") means
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complete

he/she is licensed with the Chamber of Commerce and has a Craftsman
Diploma. This is the general procedure and requirement to be allowed to
work as electrician in Germany and to do the internal wiring in a house.
The Master electrician ("Elektromeister”) is always legally responsible for
the internal wiring. All Master electricians (“Elektromeister”) in Berlin are
registered with Vattenfall. This license is valid for all his/her projects in
the area of the local DSO. Electricians working in the field of industrial
(warehouses) connections are registered with Vattenfall in a second form
through training. Those electricians receive a number
("Installateurnummer") and are allowed to install the meter. All
electricians in Berlin that are working in the field of industrial
(warehouses) connections are certified by Vattenfall. The list of those
certified electricians is on the website of Vattenfall and can be obtained
at the Guild of electricians ("Elektroinnung") as well. There is no external
and no internal inspection. The internal wiring is never inspected by
Vattenfall DSO, as they trust the electricians through a process of
registration and diplomas.

Make payment and await completion of external connection works
and meter installation by Vattenfall Europe Distribution Berlin
GmbH

The customer is paying the estimate at a bank through a wire transfer.
The required external connection works are underground work for the
cable, building of metering, building of the grid connection, and
connection of the building to the grid. The meter gets installed at the
same time when the connection is done and by the same or another
department if the meter installation is done by Vattenfall DSO. However,

3 in most of the cases, the private electrician (the Master electrician) who 3 calendar days  EUR 15,500.0
did the internal wiring would install the meter. At this moment, this
private electrician has to hand over to Vattenfall DSO a form
("Errichterbescheinigung") that certifies that he installed the internal
wiring according to technical and safety standards. In 98% of all cases,
the internal wiring and the external connection works are done at the
same time and usually the external connection works are completed
before the internal wiring as this is usually more complex. Electricity
starts flowing immediately.

* Takes place simultaneously with another procedure.
Source: Doing Business database.
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REGISTERING PROPERTY

Ensuring formal property rights is fundamental.
Effective administration of land is part of that. If
formal property transfer is too costly or
complicated, formal titles might go informal
again. And where property is informal or poorly
administered, it has little chance of being
accepted as collateral for loans—Ilimiting access to
finance.

What do the indicators cover?

Doing Business records the full sequence of
procedures necessary for a business to purchase
property from another business and transfer the
property title to the buyer's name. The transaction
is considered complete when it is opposable to
third parties and when the buyer can use the
property, use it as collateral for a bank loan or
resell it. The ranking on the ease of registering
property is the simple average of the percentile
rankings on its component indicators: procedures,
time and cost.

To make the data comparable across economies,
several assumptions about the parties to the
transaction, the property and the procedures are
used.

The parties (buyer and seller):

e Are limited liability companies, 100%
domestically and privately owned.

e Are located in the economy’s largest
business city.

e Have 50 employees each, all of whom are
nationals.

e Perform general commercial activities.
The property (fully owned by the seller):

e Has avalue of 50 times income per capita.
The sale price equals the value.

e Isregistered in the land registry or cada-
stre, or both, and is free of title disputes.

e Islocated in a periurban commercial zone,
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WHAT THE REGISTERING PROPERTY
INDICATORS MEASURE

Procedures to legally transfer title on
immovable property (number)

Preregistration (for example, checking for liens,
notarizing sales agreement, paying property
transfer taxes)

Registration in the economy’s largest business
city

Postregistration (for example, filing title with
the municipality)

Time required to complete each procedure
(calendar days)

Does not include time spent gathering
information

Each procedure starts on a separate day.
Procedures that can be fully completed online
are an exception to this rule.

Procedure considered completed once final
document is received

No prior contact with officials

Cost required to complete each procedure
(% of property value)

Official costs only, no bribes
No value added or capital gains taxes included
and no rezoning is required.

e Has no mortgages attached and has been
under the same ownership for the past 10
years.

e Consists of 557.4 square meters (6,000 square
feet) of land and a 10-year-old, 2-story
warehouse of 929 square meters (10,000
square feet). The warehouse is in good
condition and complies with all safety
standards, building codes and legal
requirements. There is no heating system. The
property will be transferred in its entirety.
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REGISTERING PROPERTY

Where does the economy stand today?

What does it take to complete a property transfer in
Germany? According to data collected by Doing
requires 5

Business, registering property

Figure 5.1 What it takes to register property in Germany
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procedures, takes 40.0 days and costs 5.7% of the
property value (figure 5.1).

Il Time Cost
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F 204
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Procedures (number)

Cost (% of property value)

Note: Time shown in the figure above may not reflect simultaneity of procedures. Online procedures account for 0.5 days in the
total time calculation. For more information on the methodology of the registering property indicators, see the Doing Business
website (http://www.doingbusiness.org). For details on the procedures reflected here, see the summary at the end of this

chapter.
Source: Doing Business database.
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REGISTERING PROPERTY

Globally, Germany stands at 81 in the ranking of 189  regional average ranking provide other useful
economies on the ease of registering property (figure  information for assessing how easy it is for an
5.2). The rankings for comparator economies and the  entrepreneur in Germany to transfer property.

Figure 5.2 How Germany and comparator economies rank on the ease of registering property

Denmark 7

Norwvay 10

Iceland 12

Finland 26

Regional Average (OECD high income) 58

United Kingdom (]

Germany 31

France 149

1 189

Rank

Source: Doing Business database.
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REGISTERING PROPERTY

What are the changes over time?

The benchmarks provided by the economies that over
time have had the best performance regionally or
globally on the procedures, time or cost required to
complete a property transfer (figure 5.3) help show
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what is possible in making it easier to register
property. And changes in regional averages can show
where Germany is keeping up—and where it is falling
behind.

Figure 5.3 Has registering property become easier over time?
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REGISTERING PROPERTY

Cost (% of property value)
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Note: DB2013 rankings shown are not last year's published rankings but comparable rankings for
DB2013 that capture the effects of such factors as data corrections and the addition of 4 economies
(Libya, Myanmar, San Marino and South Sudan) to the sample this year. For more information on “no
practice” marks, see the data notes.

Source: Doing Business database.
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REGISTERING PROPERTY

Economies worldwide have been making it easier for
entrepreneurs to register and transfer property—such
as by computerizing land registries, introducing time
limits for procedures and setting low fixed fees. Many
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have cut the time required substantially—enabling
buyers to use or mortgage their property earlier. What
property registration reforms has Doing Business
recorded in Germany (table 5.1)?

Table 5.1 How has Germany made registering property easier—or not?

By Doing Business report year

DB year Reform

DB2009 No reform as measured by Doing Business.
DB2010 No reform as measured by Doing Business.
DB2011 No reform as measured by Doing Business.
DB2012 No reform as measured by Doing Business.
DB2013 No reform as measured by Doing Business.
DB2014 No reform as measured by Doing Business.

Note: For information on reforms in earlier years (back to DB2005), see the Doing Business

reports for these years, available at http://www.doingbusiness.org.
Source: Doing Business database.
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REGISTERING PROPERTY

What are the details?

The indicators reported here are based on a set of
specific procedures—the steps that a buyer and
seller must complete to transfer the property to the
buyer's name—identified by Doing Business
through information collected from local property City: Berlin
lawyers, notaries and property registries. These
procedures are those that apply to a transaction
matching the standard assumptions used by Doing
Business in collecting the data (see the section in  The procedures, along with the associated time and
this chapter on what the indicators cover). cost, are summarized below.

STANDARD PROPERTY TRANSFER

Property Value: EUR 1,653,421

Summary of procedures for registering property in Germany—and the time and cost

Ti
No. Procedure ime to Cost to complete
complete
The notary obtains an extract from the Land Registry and notarizes The extract
the transfer agreement (Gebiihrensatz):
5/10 fee (Geblhr
The notary obtains the information referred to the property, e.g. from / . ( . )
. " " N s + Notarization:
the land registry to "name" the object in the contract and to see if it is 20/10 fee (Gebiih
free of burdens and mortgages. /10 fee (Gebuhr)
A notary has a privileged access to the land register to obtain the based on property
extracts. Some of the notaries have on-line access to such land registers value
which are already converted to electronic land registers. They are in the
position to review the extracts very shortly before the notarization from A full 10/10
their own offices. The land registry in Berlin is entirely computerized, and Geblihr fee:
so extracts can be obtained online.
The notary will also notarize the sale and transfer agreement. This is a First EUR 1,000 =
necessary form requirement according to Germany statutory law. 10 EUR:
1 Nota.ry'.s fees are fixed by law and‘depend on the property price. Inour g days Up to EUR 5,000
case it is EUR 4944 but the fee varies depending on additional measures .
) e an increase of EUR
needed in each individual case.
) . . ' 8 for every EUR
A notary will generally examine the land register extracts. In exceptional 1000
cases there might not be sufficient time, for example because he has !
been asked by the parties to notarize a sale and transfer agreement Up.to EUR 50,000
within a very short time period. If he is willing in such cases to notarize an increase of EUR
the agreement he will provide for a clause to exclude his liability that he 6 for every EUR
has not reviewed the land register but that the parties have asked him, 3,000
nevertheless, to notarize the document. Up to EUR

If the notary has not prepared the draft sale and transfer agreement he
asks for the draft agreement to be provided in advance for his review.
The usual procedure is that the notary examines the draft and provides
the parties with comments as regards legal and technical aspects.

5,000,000 an
increase of EUR 15
for every EUR
10,000
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No.

Time to
complete

Procedure

* Fulfillment of the pre-conditions for the validity of the purchase
price and notarize sale agreement

The following pre conditions have to be fulfilled for the maturity of the
purchase price:

(i) Consent or negative attest of the competent authority regarding any

statutory pre-emption rights, applicable to all properties in Berlin.

(i) Registration of the priority notice in the Land Register (not mandatory

but usual practice to secure the purchasers rank in the land register and

avoid a third party purchasing the property in good faith).

(iii) Consent to the cancellation of existing encumbrances

(i)The civil council ("Bezirksamt") issues the consent or a negative attest

to the transaction. The time limit given by the statute is that the civil

council may exercise the right of pre-emption two months after

informing the civil council of the notarised sale and transfer agreement.

(ii)The priority notice prevents a purchase by a third party of good faith

between the conclusion of the purchase agreement and registration of

the purchaser; it usually ranks after the existing encumbrances and prior

to any future encumbrances at the time of notarisation. This notice

provides a very high level of legal and economic security and certainty.

Upon registration, the notice protects against all intervening interests

(including seller’s insolvency) pending completion of the transaction and

actual change in registered ownership. By use of this notice, a purchaser |7 days
is legally protected against potential risks at an extremely early stage of
the conveyancing transaction. Therefore, such notation is generally
entered in the public register by the notary immediately following
authentication of the purchase contract. From that moment onward, the
purchaser can rest assured that he can acquire title to the property if all
prerequisites to maturity of the purchase price are fulfilled.

(simultaneous

and 4)

The items (i, ii, and iii) above which are not accepted or taken over by the
purchaser have to be in place. It might take substantial time to obtain
them, particularly if they have come from public authorities. Such
consents will be delivered to the notary and will usually be presented to
the land register later when applying for the registration of the new
owner (Procedure 4).

Registration fee of the priority notice depends on the value of the

property.

If all pre-conditions to the maturity "Falligkeit" of the purchase price,
usually collected and examined by the notary, have been fulfilled, the
notary issues a statement of maturity "Falligkeitsmitteilung" to the
purchaser. The purchaser is then obliged to pay the purchase price. The
payment is evidenced by the seller confirming payment or a bank
statement.

If the respective declarations in rem have already been provided for in
the sale and transfer agreement, the notary is usually bound by an
escrow agreement not to forward them to the land register until the
purchase price has been paid.

In case of real property the law says the agreement has to be notarized

Cost to complete

EUR 1198.50
(registration fee of

with procedure 3 |priority notice,

5/10 fee)
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No.

Time to
Procedure Cost to complete
complete

(Section 311b German Civil Code). The transfer of title of a real property,
governed by the law of disposition "Sachenrecht”, also has to be in a
certain form: the declarations in rem, which are in a format according to
the land register regulation (Grundbuchordnung), and the transfer has to
be registered in the land register. Such declarations in rem which are
pre-conditions to the registration of the purchaser to be registered as
new owner may either already be in the notarial deed or be given in a
separate notarial deed.

* Payment of the transfer tax and obtaining the confirmation

The notary is obliged to provide a copy of each notarised sale and

transfer agreement to the responsible tax authority. The tax authority will

then issue a tax assessment and send it to the purchaser.

The land register clerk will not register the purchaser as new owner if the |15 days, possibly

transfer tax has not been paid. up to one month |__

After payment of the real estate transfer tax, the tax authority will issue a (simultaneous 5/? of purchase
statement of innocuousness (Unbedenklichkeitsbescheinigung) and send 2 price

it to the notary for presentation to the land register. It may be expected
that such statement will be issued within two months following the
notarisation.

The tax amounts to 5% of the purchase price in Berlin; the tax in the
remaining states within Germany is 3.5% to 5% of the purchase price.

with procedure
and 4)

* Obtain waiver of preemption rights with the municipality

The consent or negative attest of the competent authority regarding any
statutory pre-emption rights is required and applicable to all properties
in Berlin. The civil council ("Bezirksamt") issues the consent or a negative
attest to the transaction. The time limit given by the statute is that the
civil council may exercise the right of pre-emption two months
(preclusion period) after the delivery of a copy of the notarised sale and
transfer agreement (The notary is usually requested to execute the
agreement). The city council usually responds within two months even if

it does not exercise the pre-emption right. 2 weeks

. EUR 100 (consent
(simultaneous

of negative attest

i ion ri i ities/civi il \with procedure 2 . .
The respective preemption right for the public authorities/civil council p of city council)

mentioned in the survey is regulated under Section 24, 25 and 28 and 3)
German Federal Building Code (Baugesetzbuch) and Section 66 German

Federal Nature Conservation Act (Bundesnaturschutzgesetz). Under

specific circumstances the public authorities could have a statutory

preemption right to coordinate the urban land-use planning. These rules

are applicable to all properties in Berlin. It is necessary therefore to

provide the land register with either a consent of the public authorities

to the transfer or an attest that the statutory right of preemption either

does not exist or is not exercised.
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Time to
complete

No. Procedure

Cost to complete

Application for the registration of the new owner and deletion of
the priority notice to the land register

After the purchase price has been paid and the tax authorities have

provided the innocuousness statement, an application for the

registration of the purchaser as new owner and deletion of the priority

notice is submitted. A registration fee is paid depending on the property

value. The deletion fee for the cancellation of the priority notice also

depends on the value.

It is important to note that there is a possibility to register the title EUR 2,397

through an expedited procedure, whereby the notary acts as a Trustee (Registration Fee,
and the client can pay through a trust account (Notartreuhandkonto). a 10/10 fee) + EUR
This makes it possible to obtain the legal title faster, possibly in 2-5 days. 15 days 599,25 (Y4 fee for
However, this occurs only with a small proportion of property title
transfers.

The documentation shall include:

« Statement of Innocuousness (obtained in Procedure 3)

« Consent of public authority/civil council to the transfer or attest that
the statutory right of pre-emption either does not exist or is not
exercised (obtained after Procedure 2)

» Consents to the cancellation (obtained in Procedure 2 and sent to the
notary)

« Declarations in rem ‘dingliche Erklarungen” for the registration of the
purchaser as owner.

the deletion of the
priority notice)

* Takes place simultaneously with another procedure.
Note: Online procedures account for 0.5 days in the total time calculation.
Source: Doing Business database.
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GETTING CREDIT

Two types of frameworks can facilitate access to
credit and improve its allocation: credit information
systems and borrowers and lenders in collateral and
bankruptcy laws. Credit information systems enable
lenders’ rights to view a potential borrower's
financial history (positive or negative)—valuable
information to consider when assessing risk. And
they permit borrowers to establish a good credit
history that will allow easier access to credit. Sound
collateral laws enable businesses to use their assets,
especially movable property, as security to generate
capital—while strong creditors’ rights have been
associated with higher ratios of private sector credit
to GDP.

What do the indicators cover?

Doing Business assesses the sharing of credit
information and the legal rights of borrowers and
lenders with respect to secured transactions
through 2 sets of indicators. The depth of credit
information index measures rules and practices
affecting the coverage, scope and accessibility of
credit information available through a public credit
registry or a private credit bureau. The strength of
legal rights index measures whether certain features
that facilitate lending exist within the applicable
collateral and bankruptcy laws. Doing Business uses
case scenarios to determine the scope of the
secured transactions system, involving a secured
borrower and a secured lender and examining legal
restrictions on the use of movable collateral. These
scenarios assume that the borrower:

e Is a private, incorporated, limited liability
company.

e Has its headquarters and only base of
operations in the largest business city.
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WHAT THE GETTING CREDIT INDICATORS
MEASURE

Strength of legal rights index (0-10)

Rights of borrowers and lenders through
collateral laws

Protection of secured creditors’ rights through
bankruptcy laws

Depth of credit information index (0-6)

Scope and accessibility of credit information
distributed by public credit registries and
private credit bureaus

Public credit registry coverage (% of adults)

Number of individuals and firms listed in
public credit registry as percentage of adult
population

Private credit bureau coverage (% of adults)

Number of individuals and firms listed in
largest private credit bureau as percentage of
adult population

e Has up to 100 employees.
e Is100% domestically owned, as is the lender.

The ranking on the ease of getting credit is based on
the percentile rankings on the sum of its component
indicators: the depth of credit information index and
the strength of legal rights index.
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GETTING CREDIT

Where does the economy stand today?

How well do the credit information system and
collateral and bankruptcy laws in Germany facilitate
access to credit? The economy has a score of 6 on the
depth of credit information index and a score of 7 on
the strength of legal rights index (see the summary of
scoring at the end of this chapter for details). Higher
scores indicate more credit information and stronger
legal rights for borrowers and lenders.

51

Globally, Germany stands at 28 in the ranking of 189
economies on the ease of getting credit (figure 6.1).
The rankings for comparator economies and the
regional average ranking provide other useful
information for assessing how well regulations and
institutions in  Germany support lending and
borrowing.

Figure 6.1 How Germany and comparator economies rank on the ease of getting credit

United Kingdom | 1

Germany 28

Denmark 28

France

Norwvay

Iceland 42

Finland 42

Regional Average (OECD high income) 47

55

73

189

Rank

Source: Doing Business database.
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GETTING CREDIT

What are the changes over time?

While the most recent Doing Business data reflect how institutions and regulations have been strengthened—
well the credit information system and collateral and and where they have not (table 6.1). That can help
bankruptcy laws in Germany support lending and identify where the potential for improvement is
borrowing today, data over time can help show where  greatest.

Table 6.1 The ease of getting credit in Germany over time
By Doing Business report year

Indicator DB2005 DB2006 DB2007 DB2008 DB2009 DB2010 DB2011 DB2012 DB2013 DB2014
Rank . . . . . . . . 24 28
Strength of legal rights

index (0-10) 8 8 8 8 7 7 7 7 7 7
Depth of credit

information index (0-6) 6 6 6 6 6 6 6 6 6 6
Public registry coverage , . 06 05 0.7 0.7 0.8 1.0 13 13 0.0

(% of adults)

Private bureau

coverage (% of adults) 85.6 88.2 93.9 98.1 98.4 983 984 100.0 100.0 100.0

Note: n.a. = not applicable (the economy was not included in Doing Business for that year). DB2013 rankings shown are not last
year's published rankings but comparable rankings for DB2013 that capture the effects of such factors as data corrections and
the addition of 4 economies (Libya, Myanmar, San Marino and South Sudan) to the sample this year.

Source: Doing Business database.
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GETTING CREDIT

One way to put an economy's score on the getting
credit indicators into context is to see where the
economy stands in the distribution of scores across
economies. Figure 6.2 highlights the score on the
strength of legal rights index for Germany in 2013 and

Figure 6.2 How strong are legal rights for borrowers
and lenders?

Number of economies with each score on strength of legal
rights index (0-10), 2013
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shows the number of economies with this score in
2013 as well as the regional average score. Figure 6.3
shows the same thing for the depth of credit
information index.

Figure 6.3 How much credit information is shared—
and how widely?

Number of economies with each score on depth of credit
information index (0-6), 2013

+ (Germany QECD average

354

3

304

25

201

151

MNumber of economies

101

Index score

* Germany QOECD average

60 1 57

Mumber of economies

o 1 2 3 4 5 B

Index score

Note: Higher scores indicate that collateral and bankruptcy
laws are better designed to facilitate access to credit.
Source: Doing Business database.

Note: Higher scores indicate the availability of more credit
information, from either a credit registry or a credit bureau,
to facilitate lending decisions. Regional averages for the
depth of credit information index exclude economies with no
credit registry or credit bureau.

Source: Doing Business database.
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GETTING CREDIT

When economies strengthen the legal rights of lenders  credit information, they can increase entrepreneurs’
and borrowers under collateral and bankruptcy laws,  access to credit. What credit reforms has Doing
and increase the scope, coverage and accessibility of  Business recorded in Germany (table 6.2)?

Table 6.2 How has Germany made getting credit easier—or not?
By Doing Business report year

DB year
DB2009
DB2010
DB2011
DB2012
DB2013

DB2014

Reform

Germany made access to finance more difficult by decreasing
secured creditors' rights during reorganization procedure.

No reform as measured by Doing Business.
No reform as measured by Doing Business.
No reform as measured by Doing Business.
No reform as measured by Doing Business.

No reform as measured by Doing Business.

Note: For information on reforms in earlier years (back to DB2005), see the Doing Business reports
for these years, available at http://www.doingbusiness.org.
Source: Doing Business database.
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GETTING CREDIT

What are the details?

The getting credit indicators reported here for
Germany are based on detailed information collected
in that economy. The data on credit information
sharing are collected through a survey of a credit
registry and/or credit bureau (iff one exists). To
construct the depth of credit information index, a
score of 1 is assigned for each of 6 features of the
credit registry or credit bureau (see summary of
scoring below).
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The data on the legal rights of borrowers and lenders
are gathered through a survey of financial lawyers and
verified through analysis of laws and regulations as
well as public sources of information on collateral and
bankruptcy laws. For the strength of legal rights index,
a score of 1 is assigned for each of 8 aspects related to
legal rights in collateral law and 2 aspects in
bankruptcy law.

Summary of scoring for the getting credit indicators in Germany

OECD high income OECD high income

Indicator Germany T —
Strength of legal rights index (0-10) 7 7
Depth of credit information index (0-6) 6 5
Public registry coverage (% of adults) 0.0 429
Private bureau coverage (% of adults) 100.0 73.9

Note: In cases where an economy’s regional classification is “OECD high income,” regional averages above are only
displayed once. Regional averages for the depth of credit information index exclude economies with no credit
registry or credit bureau. Regional averages for the credit registry coverage exclude economies with no credit
registry. Regional averages for the credit bureau coverage exclude economies with no credit bureau.

Strength of legal rights index (0-10)

Index score: 7

Can any business use movable assets as collateral while keeping possession of the assets; and

any financial institution accept such assets as collateral ?

Does the law allow businesses to grant a non possessory security right in a single category of
movable assets, without requiring a specific description of collateral?

Does the law allow businesses to grant a non possessory security right in substantially all of

No

its assets, without requiring a specific description of collateral?

May a security right extend to future or after-acquired assets, and may it extend automatically

Yes

to the products, proceeds or replacements of the original assets ?

Is a general description of debts and obligations permitted in collateral agreements; can all
types of debts and obligations be secured between parties; and can the collateral agreement Yes
include a maximum amount for which the assets are encumbered?

Is a collateral registry in operation, that is unified geographically and by asset type, with an

electronic database indexed by debtor's names?

No
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Strength of legal rights index (0-10)

Are secured creditors paid first (i.e. before tax claims and employee claims) when a debtor

defaults outside an insolvency procedure?

Are secured creditors paid first (i.e. before tax claims and employee claims) when a business is

liquidated?

Are secured creditors either not subject to an automatic stay on enforcement when a debtor
enters a court-supervised reorganization procedure, or does the law provide secured
creditors with grounds for relief from an automatic stay or/and sets a time limit to it?

Does the law allow parties to agree in a collateral agreement that the lender may enforce its
security right out of court, at the time a security interest is created?

Depth of credit information index (0-6) Credit bureau Credit registry

Are data on both firms and individuals distributed? Yes
Are both positive and negative data distributed? Yes

Does the registry distribute credit information from
retailers, trade creditors or utility companies as well as Yes
financial institutions?

Are more than 2 years of historical credit information

. Yes
distributed?
Is data on all loans below 1% of income per capita Ves
distributed?
Is it guaranteed by law that borrowers can inspect Ves

their data in the largest credit registry?

Yes

No

No

No

No

Yes

Index score: 7

Yes

Yes

No

Yes

Index score: 6

Note: An economy receives a score of 1 if there is a "yes" to either private bureau or public registry.

Coverage

Number of firms

Number of individuals

Source: Doing Business database.

Credit bureau
(% of adults)

4,000,000
66,200,000

Credit reqgistry
(% of adults)

495
205
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PROTECTING INVESTORS

Protecting investors matters for the ability of
companies to raise the capital they need to grow,
innovate, diversify and compete. If the laws do not
protect minority shareholders, investors may be
reluctant to provide funding to companies through
the purchase of shares unless they become the
controlling shareholders. Effective regulations define
related-party transactions precisely, promote clear
and efficient disclosure requirements, require
shareholder participation in major decisions of the
company and set detailed standards of accountability
for company insiders.

What do the indicators cover?

Doing Business measures the strength of minority
shareholder protections against directors’ use of
corporate assets for personal gain—or self-dealing.
The indicators distinguish 3 dimensions of investor
protections: transparency of related-party
transactions (extent of disclosure index), liability for
self-dealing (extent of director liability index) and
minority shareholders’ access to evidence before and
during trial (ease of shareholder suits index). The
ranking on the strength of investor protection index is
the simple average of the percentile rankings on
these 3 indices. To make the data comparable across
economies, a case study uses several assumptions
about the business and the transaction.

The business (Buyer):

e Is a publicly traded corporation listed on the
economy’s most important stock exchange (or
at least a large private company with multiple
shareholders).

e Has a board of directors and a chief executive
officer (CEO) who may legally act on behalf of
Buyer where permitted, even if this is not
specifically required by law.

The transaction involves the following details:

e Mr. James, a director and the majority
shareholder of the company, proposes that
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WHAT THE PROTECTING INVESTORS
INDICATORS MEASURE

Extent of disclosure index (0-10)

Approval process for related-party
transactions

Disclosure requirements in case of related-
party transactions

Extent of director liability index (0-10)

Ability of minority shareholders to file a direct
or derivative lawsuit

Ability of minority shareholders to hold
interested parties and members of the
approving body liable for prejudicial related-
party transactions

Available legal remedies (damages, repayment
of profits, fines, imprisonment and rescission
of the transaction)

Ease of shareholder suits index (0-10)

Access to internal corporate documents
(directly or through a government inspector)

Documents and information available during
trial

Strength of investor protection index (0-10)

Simple average of the extent of disclosure,
extent of director liability and ease of
shareholder suits indices

the company purchase used trucks from another
company he owns.

e The price is higher than the going price for used
trucks, but the transaction goes forward.

e All required approvals are obtained, and all
required disclosures made, though the transaction
is prejudicial to Buyer.

e Shareholders sue the interested parties and the
members of the board of directors.
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Where does the economy stand today?

How strong are investor protections against self-
dealing in Germany? The economy has a score of 5.0
on the strength of investor protection index, with a
higher score indicating stronger protections (see the
summary of scoring at the end of this chapter for
details).

Globally, Germany stands at 98 in the ranking of 189
economies on the strength of investor protection
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index (figure 7.1). While the indicator does not
measure all aspects related to the protection of
minority investors, a higher ranking does indicate that
an economy's regulations offer stronger investor
protections against self-dealing in the areas measured.

Figure 7.1 How Germany and comparator economies rank on the strength of investor protection index

United Kingdom 10
Norwvay 22
Denmark 34
Iceland

Regional Average (OECD high income)

Finland

France

Germany
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189

Rank

Source: Doing Business database.
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What are the changes over time?

While the most recent Doing Business data reflect how  ranking on the strength of investor protection index
well regulations in Germany protect minority investors ~ over time shows whether the economy is slipping
today, data over time show whether the protections behind other economies in investor protections—or
have been strengthened (table 7.1). And the global surpassing them.

Table 7.1 The strength of investor protections in Germany over time
By Doing Business report year

Indicator DB2006 DB2007 DB2008 DB2009 DB2010 DB2011 DB2012 DB2013 DB2014
Rank . . . . . . . 95 98
Extent of disclosure

index (0-10) 5 5 5 5 5 5 5 5 5
Extent of director

liability index (0-10) > > > > > > > > >
Ease of shareholder

suits index (0-10) > > > > > > > > >
Strength of investor

protection index (0- 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0

10)

Note: n.a. = not applicable (the economy was not included in Doing Business for that year). DB2013 rankings shown are not last
year's published rankings but comparable rankings for DB2013 that capture the effects of such factors as data corrections and
the addition of 4 economies (Libya, Myanmar, San Marino and South Sudan) to the sample this year.

Source: Doing Business database.
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One way to put an economy'’s scores on the protecting shows the number of economies with this score in
investors indicators into context is to see where the 2013 as well as the regional average score. Figure 7.3
economy stands in the distribution of scores across  applies to the extent of director liability index, and
economies. Figure 7.2 highlights the score on the  figure 7.4 to the ease of shareholder suits index.
extent of disclosure index for Germany in 2013 and

Figure 7.2 How strong are disclosure requirements? Figure 7.3 How strong is the liability regime for directors?
Number of economies with each score on the extent of

Number of economies with each score on the extent of director liability index (0-10), 2013

disclosure index (0-10), 2013

“ i 0
+ Germany OECD average Germany 