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Preface to the Federal Ministry of
Finance monitoring report

The investment package launched by the German federal government on the basis of the Special Fund
for Infrastructure and Climate Neutrality (Sondervermdégen Infrastruktur und Klimaneutralitit, or SVIK) is
a central pillar of Germany’s fiscal and economic policy. The government places high priority on effi-
cient and effective use of the funding in order to ensure that investment expenditures from the special
fund translate as swiftly and successfully as possible into noticeable improvements in public infrastruc-
ture as well as greater innovation and growth potential. The government has also adopted a joint decla-
ration on performance budgeting affirming its commitment to target and outcome-driven budget man-
agement. Accordingly, it has developed a sophisticated monitoring system for the fund. This will provide
transparency and establish a data-driven basis for follow-up adjustments, while at the same time ensur-
ing that investments from the Special Fund for Infrastructure and Climate Neutrality benefit the general
population and businesses in Germany.

The German Bundestag Budget Committee likewise underscored the particular importance of system-
atic, transparent and governance-oriented monitoring of investments financed from the Special Fund
for Infrastructure and Climate Neutrality in its decision of 4 September 2025 (committee document
21(8)1686). The Budget Committee called on the federal government to develop a monitoring system and
to issue an annual report on this basis. In line with performance budgeting principles, the purpose of the
monitoring system is to track suitable indicators and targets and, in particular, provide information
about disbursement trends, the implementation status of modernisation projects, price trends in rele-
vant economic sectors, the state of play with regard to the renovation gap, and other developments re-
lated to the fund. In its decision of 3 December 2025, the Budget Committee stipulated that the monitor-
ing strategy should be presented by 1 April 2026 and the first monitoring report published by 1 June 2026
(committee document 21(8)3346). The Federal Ministry of Finance presented the monitoring strategy on
1 April 2026 (committee document 21(8)3576).

This monitoring report - the Federal Ministry of Finance monitoring report on the Special Fund for In-
frastructure and Climate Neutrality - is the first annual report submitted to the Budget Committee. It is
based on a newly developed methodology for budget item-specific progress and performance monitor-
ing, building on established performance budgeting principles and systematically applying them for the
first time to the management of public investments. The following notes will help in interpreting and
assessing the findings of this first report:

Development of the monitoring system

This report marks the inception of progress and performance monitoring in its planned form and scale
for federal investments financed from the Special Fund for Infrastructure and Climate Neutrality. As the
monitoring system has no precedent within the federal budgetary framework, its tools, structures and
methodologies are subject to ongoing review and refinement. The present report reflects the status as of
31 December 2025 and is intended as a starting point for a long-term process of iterative adaptation. This
will enable the monitoring system to be gradually adjusted over the years on the basis of lessons learned.

The wide-ranging nature of the Special Fund for Infrastructure and Climate Neutrality itself along with
the diverse investment areas covered by the budget subheadings involved present major challenges for
progress and performance monitoring. The fund subsumes a vast range of budget items spanning highly
diverse investment areas, funding structures, implementation timelines and data baselines. On top of
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this, measures financed out of the fund operate through differing mechanisms according to the policy
sector, and prevailing agreements, reporting obligations and data gathering systems all have to be con-
tinuously taken into account in the monitoring system to the best extent possible. As of 31 December
2025, funding from the special fund was budgeted for policy areas under the following ministries, which
were closely involved in the design of the monitoring strategy and the preparation of this report:

e Minister of State for Sport and Volunteering at the Federal Chancellery (BKAmt)

e Federal Ministry of Finance (BMF)

e Federal Ministry for Economic Affairs and Energy (BMWE)

e Federal Ministry of Transport (BMV)

e Federal Ministry of Labour and Social Affairs (BMAS)

e Federal Ministry of Health (BMG)

e Federal Ministry of Research, Technology and Space (BMFTR)

e Federal Ministry for Digital Transformation and Government Modernisation (BMDS)
e Federal Ministry for Housing, Urban Development and Building (BMWSB)

e Federal Ministry for Education, Family Affairs, Senior Citizens, Women and Youth (BMBFSFJ)
e Federal Ministry of Agriculture, Food and Regional Identity (BMLEH)

e Federal Ministry of Justice and Consumer Protection (BMJV)

Given this starting situation, and looking towards a fully fledged monitoring system that is equally effec-
tive across all budget items, it is clear that certain simplifications are needed in the first reporting cycle.
The monitoring system thus explicitly aims to already establish a consistent framework at this early
stage and iteratively build on that over time.

When interpreting the findings presented in this report, allowance should be made for the fact that the
progress and performance monitoring is at an early stage in the implementation process. The incremen-
tal introduction and methodological refinement of this sophisticated monitoring system mean that
there are still isolated limitations in indicator coverage, that some targets have yet to be quantified, and
that in certain areas performance is reported in qualitative rather than quantitative terms. The presented
findings should therefore be interpreted in light of this development and consolidation stage. The Fed-
eral Ministry of Finance will continue to refine the monitoring system on an ongoing basis, drawing on
lessons from the first reporting cycle and in close coordination with the relevant ministries.

Ministerial remits and responsibilities

The monitoring described in this report is based on two fundamentally complementary perspectives.
Alongside analysis of overall progress and performance and background information on the macroeco-
nomic environment, detailed monitoring is implemented at budget item level. The respective ministries
have substantive responsibility for each budget item, for providing the relevant data, for plausibility-
checking targets, indicators and target achievement figures and for ensuring that all of this information
is accurate, complete and up to date.

Target selection and setting

For effective impact monitoring, it is essential for targets and indicators to be selected, and targets set -
at budget item level and for all performance levels - prior to determining how the indicators stand at the
first reporting date. It was not possible to fully meet this need for all budget items for this first monitor-
ing report due to the first-time application of the monitoring system and to the early implementation
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stage of many of the financed measures. Target selection and target setting have not been fully com-
pleted for some targets, particularly at the outcome and impact level.

The quality and information value of any monitoring largely depends on the availability of suitable data.
At the time of preparation of this first report, the groundwork is being laid to gather the relevant data.
Data is not yet available at all performance levels. This is mainly due to many measures being at an early
planning and implementation stage, to budget item-specific data collection having to be established in
the first place, and to specific reporting obligations and reporting cycles at the authorities involved. As a
result, some target figure data cannot be fully quantified at outcome level in this report. The indicator set
will be gradually supplemented as implementation progresses and more data becomes available.

Budgetary constraints

The inclusion of measures in this report and the information presented are without prejudice to current
or future budget negotiations. New measures and programmes are financed within the existing budget
appropriations or, as the case may be, staffing plans of the relevant ministerial budgets.
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1 Executive summary

In this report, the federal government presents, for the first time, the findings of a comprehensive
monitoring system for the Special Fund for Infrastructure and Climate Neutrality (Sondervermégen
Infrastruktur und Klimaneutralitdt, or SVIK). The report begins by describing the macroeconomic en-
vironment (chapter 2). It then explains the special fund’s overarching objectives (chapter 3) and pro-
vides a preliminary estimate of potential macroeconomic impacts of investment expenditures from
the fund (chapter 4). Following that, it covers the development of the renovation gap (chapter 5) and
price trends in relevant sectors of the economy (chapter 6). The report provides an overview of dis-
bursements and commitment appropriations (chapter 7) and explains the methodology for budget
item-specific progress and performance monitoring for the ‘federal pillar’ of the special fund - that is,
for federal investments financed from the fund (chapter 8). Next, the sections on expenditure moni-
toring (chapter 9) cover significant developments over the reporting period within the Ldnder pillar
(section 9.2) and with regard to the Climate and Transformation Fund (section 9.1). The main body of
the report relates to the establishment of progress and performance monitoring for the federal pillar
of the fund (sections 9.3 onwards), with the federal government systematically applying performance
budgeting principles to the fund’s ongoing management. Defined targets and verifiable indicators and
milestones ensure transparent and accountable reporting on progress and performance for each
budget item in the special fund. The report also presents selected flagship projects - projects where
some progress is already visible or soon will be, for each budget subheading covered by the fund. The
reporting date for the indicator-based monitoring is generally 31 December 2025. The milestones
within the budget item-specific monitoring relate to activities in the current year, 2026. The remain-
ing sections also provide information relating to the current year where data is available.

At the time of preparing this report, factors relating to the international situation - including the
Iran war and trade conflicts - are exerting a significant drag on the German economy as a whole.
With a view to the general outlook for the German economy?’, these factors are partly negating the
otherwise positive macroeconomic effects of the Special Fund for Infrastructure and Climate Neutral-
ity. On initial estimates, the expenditures from the special fund, taken in isolation, should result in a
/2% increase in real GDP compared to a scenario without those expenditures. Efficient and effective
use of the funds is key to maximising the boost to growth momentum.

Determining the contribution of investment expenditures made out of the fund to infrastructure
modernisation on the basis of the renovation gap presents major methodological challenges. The
renovation gap in relation to Germany’s public infrastructure has not been quantified to date in any
academic study or by the federal government. This report contains preliminary findings in this regard
from a research briefing prepared for the Federal Ministry of Finance by the German Institute for
Economic Research (DIW). The DIW proposes an economically rigorous definition of the renovation
gap and applies it to the findings of existing studies and reports on investment needs in various seg-
ments of the transport infrastructure within the federal government remit. According to the DIW’s
findings, estimates of maintenance investment harmonised on this basis range between €8bn and
€25bn annually for rail infrastructure and between €6.7bn and €7.5bn annually for highways over the
period 2025-2030 (in each case at 2024 prices). It should be noted that these estimates do not consti-
tute figures endorsed by the federal government.

1 See the federal government’s spring 2026 forecast for more information.
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With regard to potential price effects of investment expenditures from the Special Fund for Infra-
structure and Climate Neutrality, the most relevant factor is the trend in construction prices. The
starting situation is as follows: Compared with 2022 and 2023, the overall price trend tended to be
moderate from 2024 to the time of preparation of this report. Rates of increase in construction prices
have largely settled at around 3%, although the price trends vary across the segments relevant to the
special fund. In particular, higher inflation rates are to be observed in some cases for timber and met-
als and in road and rail construction.

The results of the budget item-specific progress and performance monitoring for the federal pillar
as of the 31 December 2025 reporting date already show some initial progress and also isolated im-
pacts at outcome level. The monitoring thus shows that activities based on the special fund have got
off to a successful start overall, despite reporting so soon after the fund’s inception. In particular, full
and rapid use of the funding provided needs to continue as this is a basic requirement for it to have its
intended effect. The fact that federal pillar disbursements as of the reporting date were 74% of the tar-
get for 2025 stated in the economic plan for the Special Fund for Infrastructure and Climate Neutral-
ity was partly because interim budget management applied for part of the year and partly because the
special fund was not established until autumn 2025.

The monitoring system provides for the measurement of a progress and performance index for the
special fund as a whole. Due to the early juncture in the investment process (with around two-thirds
of budget items at the planning stage and a third in the course of implementation or in use/opera-
tion), this index mainly quantifies the progress achieved relative to current expectations. At 54% over-
all, the average progress and performance index for the special fund corresponds to partial target
achievement. In the transport infrastructure category, the results already point to progress in mod-
ernising and upgrading bridges, tunnels and railways (budget subheading progress and performance
index: 52%). Over the years ahead, this progress is expected to gradually translate into impacts, pri-
marily across outcome indicators such as improved bridge condition ratings and reductions in lost
travel time. For investments in housing construction - including total mobilised investments and
greenhouse gas emission reductions - the outcome targets are largely met, with a budget subheading
progress and performance index of 72% for 2025. Significant progress has also been made in the en-
ergy infrastructure category, notably with regard to resilient gas import infrastructure (budget sub-
heading progress and performance index: 45%). The monitoring also shows early initial progress in
the digitalisation category in the form of pilot projects indicating that investments are rapidly being
put into motion, with a budget subheading progress and performance index of 57%. Because the pro-
grammes were not set to begin until 2026, measures financed from the special fund to improve edu-
cation and childcare infrastructure do not feature in the economic plan for 2025 and accordingly
show no measurable progress. The same applies to the bulk of budget items in the research and devel-
opment category. Due to progress made on the largest budget items in this category by volume, the
budget subheading progress and performance index already corresponds to partial target achieve-
ment, at 40%, even though many of the research category budget items have only gradually been
taken off hold by the German Bundestag Budget Committee. The milestones that have been specified
suggest that significant progress can be expected in the course of this year. A total of 28 out of 107
milestones have thus already been reached in the first five months of 2026. As many of the measures
concerned are still in the early planning stage, some of the milestones relate to outstanding decisions
detailing the measures to be financed. Because of this, individual information items and datapoints
will not be presented until the next, 2026 monitoring report.

With regard to allocations to the Linder from the Special Fund for Infrastructure and Climate Neu-
trality under the Ldnder and Local Authority Infrastructure Financing Act (Ldnder- und Kommunal-
Infrastrukturfinanzierungsgesetz, or LuKIFG), the funding is primarily accounted for as revenue in
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Linder budgets and in some cases goes into special funds. Some of the Ldnder supplement funding
under this Act with funding of their own, while others combine it with existing investment pro-
grammes. Almost all of the thirteen territorial Liander (i.e. excluding the city states of Berlin, Hamburg
and Bremen) earmark more funding for the local authority pillar than for the Ldnder pillar, and most
Ldnder in this group prioritise underfunded local authorities in funding allocation. There was no clear
focus among the investment areas to which the funding was committed. Aside from expenditures
that do not come under any one investment area (‘Other’), the funding is mainly used for investments
in the categories of transport infrastructure, digitalisation and hospital infrastructure.

The funding allocated from the Special Fund for Infrastructure and Climate Neutrality to the Climate
and Transformation Fund (KTF), as with all Climate and Transformation Fund revenues, is available
to cover all Climate and Transformation Fund programme expenditures. Programme expenditure to-
talled €26.6bn in the 2025 financial year. Of this, €13.4bn was allocated to climate change mitigation
measures in the buildings sector. At €12.9bn, the federal funding for energy-efficient buildings (Bun-
desforderung energieeffiziente Gebdude) programme is the largest funding programme under the Cli-
mate and Transformation Fund. Approximately €2.8 billion was allocated to provide relief to energy-
intensive companies. A one-off payment totalling €3.1bn was also made to offset the gas storage levy,
benefiting all gas consumers. Under section 8 of the Act Establishing the Climate and Transformation
Fund, the federal government reports to the German Bundestag Budget Committee by 31 March of
each year on the use of funding spent in the previous year. Among other things, the reporting in-
cludes information on the budget funding spent, the purposes of the funding programmes, the im-
pact of the financed measures on greenhouse gas (GHG) emissions, and GHG funding efficiency.

10
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2 Macroeconomic environment

At the time of preparation of this report, the macroeconomic outlook for Germany has deteriorated.
The conflict in the Middle East and the de facto blockade of the Strait of Hormuz have led to global
shortages and to price increases for energy and other commaodities. Rising prices especially are hitting
businesses and households in Germany. Tariffs and other protectionist measures are also impacting
international trade. As a result of these and other, structural factors, such as the loss of international
market share, German export performance is set to stay weak.

With a view to the short-term outlook for the economy as a whole, these negative factors emanating
from the geopolitical environment are offsetting the expected fiscal stimulus from the investment
expenditures made out of the Special Fund for Infrastructure and Climate Neutrality. Overall, in its
spring 2026 forecast, the federal government now expects that 2026 will see only a modest 0.5% in-
crease in real gross domestic product (GDP). For 2027, the federal government is forecasting real GDP
growth of 0.9%. Without the economic and fiscal policy measures?, including the special fund, GDP
would probably be flat in 2027 as well.

Alongside the economic slowdown, the German economy also faces major structural challenges that
have been holding back its growth potential for some years. According to independent experts, this
also includes persistent shortcomings in public infrastructure. Real potential GDP growth, which a
decade ago stood at around 1.5%, is now down to around 0.3% and is forecast to stick at this low level.

Infrastructure is a key location factor that significantly influences an economy’s competitiveness and
medium-term growth prospects. Over the past decade, investment in this location factor has some-
times fallen short of that needed to keep public infrastructure up to standard. In its 2024/2025 Annual
Report, the German Council of Economic Experts (SVR) identified significant shortcomings across all
sectors of public infrastructure. According to the Council, what is referred to as the modernity level of
Germany’s public capital stock has continued to decline in recent years, despite increased investment
expenditures from the federal budget and federal special funds. The Council concluded that the fed-
eral government, the Ldnder and local authorities need to significantly increase investments in public
infrastructure, among other areas in decarbonisation, transport and education. Given the capacity
constraints in both the public and the private sector, including in construction, meeting this huge
need for investment requires greater planning certainty over the medium term.

2 Alongside the investment expenditure on infrastructure, climate action and defence, the federal government has also
adopted other measures to boost economic growth, including tax incentives for capital expenditure. On top of the
investment drive that is already underway, the federal government plans to push ahead in the next few months with
wide-ranging structural reforms.

11



Monitoring report 2025 — Special for Infrastructure and Climate Neutrality

3 Overarching objectives of the Special
Fund for Infrastructure and Climate
Neutrality

The German government wants to boost growth, strengthen the economy and ensure income and
employment opportunities for future generations. At the same time, Germany aims to be carbon neu-
tral by 2045. These objectives are expressly enshrined in the Act Establishing the Special Fund for In-
frastructure and Climate Neutrality (the SVIK-Gesetz, or SVIKG). Under section 2 of that Act, to make
Germany fitter for the future, the federal government is mobilising up to €500bn in additional invest-
ments in public infrastructure and for the achievement of carbon neutrality by 2045. Section 4 (3) of
the Act defines investments from the Special Fund for Infrastructure and Climate Neutrality as addi-
tional if the portion of investment under the core budget reaches at least 10%. This target is to be met
over the entire financial planning period.

The Special Fund for Infrastructure and Climate Neutrality provides the financial resources needed to
modernise Germany’s infrastructure. The quality of public infrastructure plays a key role in making
Germany an attractive place to do business and is therefore an essential factor in enhancing the com-
petitiveness of the German economy and boosting growth prospects. In the medium and long term,
additional public investment in maintaining, modernising and supplementing key infrastructure will
enhance the country’s appeal to skilled workers and private investors, raise productivity and boost
economic growth. Along with public infrastructure, climate action is also well-established as a key
factor for attracting business and investment. More than ever before, climate policy is closely inter-
twined with the priorities of economic vitality, geopolitical resilience and social stability. Intact infra-
structure will not only bolster the economy but will also enhance public confidence in the state’s abil-
ity to function efficiently and effectively.

Investment areas covered by the Special Fund for Infrastructure and Climate Neutrality

1. Transport infrastructure investments

bid e

Reliable high-capacity transport infrastructure is key to the international competitiveness of an
economy? and can have a tangible positive impact on economic growth, among other things by re-
ducing disruptions and enabling transportation to flow more efficiently. Cutting transportation costs
and transit times benefits businesses and consumers alike and can boost productivity. An improved
rail and road network means companies have better access to larger sales and procurement markets,
thus stimulating competition and private-sector investment. Good transportation links also make it
possible to exploit economies of scale, promote workforce mobility and regional value creation.

3 See Melo et al (2013): The productivity of transport infrastructure investment: A meta-analysis of empirical evidence,
in Regional Science and Urban Economics, 43:5, 695-706. See also Sachverstindigenrat Wirtschaft (2026):
Jahresgutachten 2025/26, p. 393.

12
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When implementing investments in transport infrastructure, it is important to minimise any result-
ing congestion in order to maximise the positive effects on economic growth.

2. Hospital infrastructure investments

Improvements in health conditions are a driver of long-term growth.* This includes a high-perform-
ing healthcare system with hospital capacity to match demand. Efficient and high-performing hos-
pital infrastructure helps reduce lost working hours due to illness and is therefore is a key factor in
maintaining the labour supply needed by the economy. Shorter waiting lists, better quality of care
and streamlined processes reduce the economic costs of illness and increase the overall efficiency of
the healthcare system. Modern hospital infrastructure also provides access to sustainable healthcare.
Lasting improvements in health across the board make for a happier and more productive popula-
tion, which also improves the productivity of the economy as a whole.

3. Energy infrastructure investments

Robust energy infrastructure is fundamental to enable secure, affordable and future-ready energy
supplies. Massive investment is needed here on account of the ongoing transition to a renewables-
based energy system, the related processes of electrification and sector coupling, and the increased
need for security of supply with regard to energy. Most of all, this relates to the need to upgrade and
digitalise gas and heating grids in order to accommodate new distributed energy sources and loads
and enhanced levels of flexibility. Coordinated and well-targeted investment in energy infrastructure
enhances both overall system efficiency and supply resilience. Ultimately, this can improve both the
carbon footprint and locational appeal.’

4. Education and childcare infrastructure investments

¢ |l @

Public investment in education and childcare infrastructure can strengthen human capital. Better
education standards can enhance the skills, productivity and innovating capacity of the current and

4 Bloom, D. & Sevilla, J. (2004): “The Effect of Health on Economic Growth: A Production Function Approach,” in World
Development, vol. 32(1); Weil, D. (2014): “Health and Economic Growth,” in Handbook of Economic Growth, Elsevier;
De Freitas & Stamford da Silva (2013): “The Influence of the Healthcare System on Optimal Economic Growth,”
Economic Modelling, vol. 35(C).

5 Apergis,N. & Payne, ].E. (2010): “Renewable energy consumption and economic growth: Evidence from a panel of
OECD countries,” Energy Policy, vol. 38(1); Lorente-de-Las-Casas, A., & Marrero, G. A. (2025): “Impact of renewable
energies on CO, emissions in the OECD,” Energy Sources, Part B: Economics, Planning, and Policy, 20(1).

13
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future workforce.® Furthermore, studies show that, in the past, increasing the availability of childcare
has also increased labour force participation, especially among women, and the volume of work.”
Such investment can also boost innovation and knowledge diffusion in the long term, as a well-edu-
cated workforce is faster at developing and disseminating technological advances. Finally, it helps
mobilise private-sector investment, as a well-educated skilled workforce enhances locational appeal.

5. Research and development investments

Investment expenditure on research and development can drive growth by contributing to
technological progress and innovation.?

6. Digitalisation investments

o
[ ]

Accessible, reliable, high-performance digital infrastructure has long been a key factor in competi-
tiveness and economic sustainability. High-quality, efficient digital infrastructure makes the country
more attractive for private-sector investment.® It cuts the cost of sharing data and helps companies to
go digital. And when it comes to fully digital business models, their success absolutely depends on the
availability of digital infrastructure. Digitalisation in government and the judiciary also means less
red tape for people and businesses, thus engendering greater confidence in the state and the rule of
law. Digital processes can also help accelerate investment project implementation, with faster plan-
ning, contract awards and approvals. Better interconnection also helps level up regional differences,
ensures digital participation, secures Germany’s sovereignty and links up labour markets more effi-
ciently.

7. Housing construction investments

Investment in residential construction can help alleviate the persistent short supply in many Ger-
man housing markets. It curbs rent increases and house price inflation and reduces the housing cost
burden especially for lower-income households. Affordable housing also helps skilled workers

6 Benos, N. & Zotou, S. (2014): “Education and Economic Growth: A Meta-Regression Analysis,” World Development,
vol. 64(C). Doepke, M. (2014): Gary Becker on the Quantity and Quality of Children, IZA Discussion Papers, No. 8610,
Bonn.

7 Delalibera, B. & Ferreira, P. (2019): “Early Childhood Education and Economic Growth,” Journal of Economic
Dynamics and Control, vol. 98(C).

8 Kantor, S. and Whalley, A. (2025): Moonshot: Public R&D and Growth, American Economic Review

vol. 115(9); Grossman, G. & Helpman, H. (1993): “Innovation and Growth in the Global Economy,” MIT Press Books.

9 Czernich, N, Falck, O., Kretschmer, T. and Woessmann, L. (2011), “Broadband Infrastructure and Economic Growth,”
The Economic Journal, 121.

14
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relocate to regions where the economy is thriving, thus improving labour mobility. This can also help
boost economic growth, as housing shortages in urban areas act as a brake on growth, making it more
difficult for companies to locate there, creating pressure on labor costs, and impairing the spatial allo-
cation efficiency of the labour market!. Investment in housing construction can significantly reduce
greenhouse gas emissions in the buildings sector by way of energy savings in day-to-day operation
and also, depending on the programme, by reducing ‘grey’ emissions. Such investment thus also con-
tributes to achieving the target of carbon neutrality by 2045.

8. Sports infrastructure investments

Investment in sports infrastructure improves conditions for grassroots sport, school sport and elite
sport alike. It supports sports clubs, which are an important pillar of social cohesion, and ensures that
all segments of the population and all age groups have better access to opportunities for physical ac-
tivity. Upgrading sports infrastructure can lower healthcare costs, prevent chronic diseases, increase
labour productivity and reduce absenteeism.™ Attractive sports facilities enhance quality of life in a
region and act as a soft location factor, are a growing factor in locational competition for skilled
workers and businesses, add value for the tourism sector and bring national visibility by hosting
sporting events.

Carbon neutrality

v ©® *

Maintaining and refurbishing infrastructure is a key factor in the country’s appeal as a business loca-
tion. However, safeguarding our global competitiveness and livelihoods also requires substantial fur-
ther investment and expenditure to achieve carbon neutrality. The Climate and Transformation Fund
(KTF) remains the federal government’s primary instrument for investing in measures to achieve car-
bon neutrality by 2045. An annual injection of €10bn from the Special Fund for Infrastructure and
Climate Neutrality strengthens the Climate and Transformation Fund’s financial resources and places
it on a solid footing. The fund focuses primarily on the promotion of energy efficiency and renewable
energy in the building sector and on the transformation of industry. Other key priorities include cli-
mate-friendly transport, the hydrogen economy, nature-based climate action and climate-friendly
energy supplies. Numerous measures under the federal pillar of the Special Fund for Infrastructure
and Climate Neutrality also contribute to climate targets. These include the renovation and

10 Hsieh, C. & Moretti, E. (2019): “Housing Constraints and Spatial Misallocation,” American Economic Journal:
Macroeconomics 11 (2).

11 Halonen, J. et al. (2015): “Is change in availability of sports facilities associated with change in physical activity? A
prospective cohort study,” Preventive medicine, 73:10-4; Lechner, M. (2015): “Sports, exercise, and labor market
outcomes,” [ZA World of Labor 2015.

12 Anderson, S. & West, S.E. (2006): “Open space, residential property values, and spatial context,” Regional Science and
Urban Economics, 36(6); Abbiasov, T. & Sedov, D. (2023): "Do local businesses benefit from sports facilities? The case of
major league sports stadiums and arenas," Regional Science and Urban Economics, 98.

15



Monitoring report 2025 — Special for Infrastructure and Climate Neutrality

construction of carbon-neutral heating networks, funding programmes for climate-friendly new
builds and the child day care investment programme.

Mobilising private-sector investment

The general focus of the Special Fund for Infrastructure and Climate Neutrality is almost entirely on
public infrastructure. Accordingly, as of the reporting date, only a small number of measures are be-
ing funded in which private-sector institutional investors can take a direct stake in the financing ar-
rangements. Nevertheless, for certain budget items, mobilising additional private-sector capital fea-
tures is an implicit aim of the public investment expenditure. Insofar as is methodologically feasible
and objectively justified, this effect is to be addressed in an external study to inform future monitor-
ing reports.

Agenda 2030 Sustainable Development Goals and German Sustainable Development Strat-
egy sustainability goals

For the 2027 federal budget, all budget items covered by the Special Fund for Infrastructure and Cli-
mate Neutrality will be tagged for the first time. In this context, tagging means that percentage shares
of budgetary funds allocated to a budget item are linked to the Agenda 2030 Sustainable Development
Goals (SDGs) and the goals under the German Sustainable Development Strategy (DNS). The results of
this tagging for the 2027 reporting year will be published on www.bundeshaushalt.de starting with
the government’s draft of the 2027 federal budget. Further information on this will be provided in the
next monitoring report.
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4 Macroeconomic impacts of the
Special Fund for Infrastructure and
Climate Neutrality

Based on the financial plan for the Special Fund for Infrastructure and Climate Neutrality contained
in the government draft for the 2026 federal budget, expenditures for the special fund are divided into
four components of the National Accounts: public investments, investment grants, public consump-
tion and subsidies. The macroeconomic impacts of each category of expenditures have been simu-
lated for Germany using the European Commission’s QUEST-III model®3. Analyses based on this
model have already been published in numerous scientific journals'#; it is also used for analysis and
estimation work by the European Commission and EU member states.

In the model, public investments affect GDP in the short run mostly by way of higher capacity utilisa-
tion and income, whereas in the medium run their impact operates through productivity gains and
expansion of the capital stock. Public consumption, investment grants and subsidies have a short-
term impact primarily by way of income and liquidity, and also by reducing costs. They mainly have a
medium-term impact when they stimulate private-sector investment.

Model simulations for the short term (up to the end of 2027) show that spending from the Special
Fund for Infrastructure and Climate Neutrality is boosting real GDP by about 2% compared with a
scenario without the spending. The magnitude of this estimated impact is in line with estimates by
other institutions such as the European Commission, the research centres involved in preparing Ger-
many’s Joint Economic Forecast, and the German Council of Economic Experts.'s Variations between
these estimates primarily reflect differing assumptions on the timing of disbursements and the per-
centage of total expenditures accounted for by investment expenditures. This is because the magni-
tude and strength of the estimated medium-term effects largely depend on the investment share. A
higher investment share tends in itself to have a stronger impact as there are positive productivity
and capacity effects particularly in the medium term.'® However, when considering disbursements, it
is also necessary to take into account complementarities that exist between public investment and
public consumption expenditures, as well as potential bottlenecks and price effects arising in the vari-
ous sectors of the economy.

All quantitative estimates of the macroeconomic effects of the Special Fund for Infrastructure and
Climate Neutrality are subject to considerable uncertainty. The simulation outcomes presented here
constitute plausible estimates based on theoretical and empirical findings. However, unforeseeable

13 The Quarterly European Simulation Tool (QUEST) is a Bayesian-estimated dynamic stochastic general equilibrium
(DSGE) developed by the European Commission. The model is subject to continuous refinement. Siehe Ratto, M. et al
(2009, Economic Modelling).

14 See, for example, Coenen, G. et al. (2012, American Economic Journal Macroeconomics), Roeger, W. et al (2021,
European Economic Review).

15 European Commission Spring 2025 Economic Forecast, Box 1.4.1; Sachverstindigenrat Wirtschaft, Jahresgutachten
2025/26; summer/autumn economic forecasts of the German economic research institutions (ifo, DIW, if W, IWH and
RWI). With regard to the calculations, it should be noted that in some cases the effects of defence expenditures are
presented separately from expenditures made out of the Special Fund for Infrastructure and Climate Neutrality.

16 See, for example, Aschinger (1989, Journal of Monetary Economics), Auerbach und Gorodnichenko (2012, AEJ
Economic Policy), Gechert (2015, Oxford Economics Papers), DIW (2025, Discussion Paper 2106), Ramey, V. (2020,
Economic Analysis and Infrastructure Investment).
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developments, for example, could cause the actual effects to be either greater or smaller than the pre-
sented outcomes. The macroeconomic effects of the special fund have been factored into the federal
government’s projections since spring 2025, based in each case on the information available at the
time.
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5 Evolution of the renovation gap

In its resolution on the monitoring of the Special Fund for Infrastructure and Climate Neutrality, the
Budget Committee of the German Bundestag requested information on the evolution of the renova-
tion gap. As the term ‘renovation gap’ is not defined in official statistics or the literature, which in-
stead use other concepts and in most cases analyse ‘investment needs’, the Federal Ministry of Fi-
nance commissioned the German Institute for Economic Research (DIW) to produce a research brief-
ing providing a theoretically rigorous definition of the renovation gap in relation to public infrastruc-
ture in Germany and discussing existing studies on investment needs on this basis. In the following,
the DIW’s preliminary findings'” on this subject are discussed by way of context for the purposes of
the monitoring. It should be noted that the stated estimates do not constitute figures adopted by the
federal government.

In the first section below, a uniform definition of the renovation gap is developed for all categories of
infrastructure. Even with such a definition in place, however, and as with other concepts used in the
literature, the challenge remains that any renovation gap cannot be directly measured or observed.
Estimating the size of the renovation gap therefore heavily depends on conceptual and technical as-
sumptions. It is also necessary to provide for the widely differing categories of public infrastructure,
which makes aggregation methodologically difficult. In the second section, the investment needs
identified in existing studies and reports are systematically compared based on the developed model-
ling framework, using the transport infrastructure sector as an example.

Section 1: Definition of a renovation gap

As a preliminary work product for the research briefing, the DIW has derived a theoretically rigorous
definition of the renovation gap. According to this preliminary definition, the renovation gap is the
difference between the actual public capital stock and a hypothetical (‘renovated’) public capital stock.
The ‘renovated’ capital stock in the DIW definition corresponds to the estimated value of a hypothet-
ical capital stock without any attrition; that is, assuming assets remain in their original state.! The ac-
tual capital stock is the current value of the capital stock taking into account the real physical condi-
tion of the assets. Defined in this way, the renovation gap is thus said to be the shortfall between the
actual capital stock and a ‘renovated’ capital stock. The DIW definition therefore represents a theoret-
ical maximum value that does not necessarily correspond to a theoretically optimal state or a state
that is desirable in cost-benefit terms for the purposes of fiscal and economic policy. There is conse-
quently a need for further research to further elaborate the definition and on the measurement of the
renovation gap.

The renovation gap by this definition cannot be directly measured or empirically observed; it can
only be estimated. Available studies, surveys and reports can be used to make an approximation.
However, these do not directly capture the difference between the existing and the ‘renovated’ public
capital stock. Operationalising the concept of the renovation gap across all expenditures by all func-
tions of government'? is highly challenging, among other things because of great variation across the
public capital stock with regard to the quality of information collected on it, its condition, the

7 Note: The research briefing will be published once it has been completed and approved.

18 As any upgrading or new construction needs are excluded, the renovated capital stock is not an optimised
hypothetical capital stock.

19 Based, for instance, on the Classification of the Functions of Government (COFOG).
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depreciation rates to be applied, and data availability. By way of example, DIW has compared the con-
cept of the renovation gap with the concepts used in existing reports on federal railways and federal
highways.

The actual capital stock has to be estimated, as the cash-based accounting system does not include as-
set values for transport infrastructure under the federal government remit. There may well be a time
lag before there is a sufficient and measurable improvement in the actual capital stock relative to the
hypothetical, renovated capital stock. This also needs to be taken into account in the monitoring of
investment expenditures from the Special Fund for Infrastructure and Climate Neutrality. Progress
and performance advance relatively rapidly at input level but take a lot longer at the output and out-
come levels.

Section 2: lllustrative application of the definition of a renovation gap to parts of the
transport infrastructure under the remit of the federal government (working draft)

In the following, a number of studies on investment needs are consulted in order to approach an esti-
mation of the renovation gap. They are unable to yield quantitative estimates of the renovation gap,
however, because the target condition assumed in each case for the capital stock varies by infrastruc-
ture sector (and in some studies is unstated), as a result of which it does not necessarily correspond to
the concept of ‘renovated’ capital stock used here. Consequently, rather than representing competing
estimates of a clearly defined quantity, the various studies should be seen as taking different perspec-
tives on the future funding and maintenance needs for the infrastructure sectors concerned. Nor do
they necessarily allow for any intersectoral interdependencies.

The studies thus provide different approximations of the technical condition, investment needs or
restoration cost of public infrastructure. To put them on a more comparable footing despite this, the
investment needs for the transport infrastructure sectors under analysis have been translated into
price-adjusted annual figures by aligning the time periods covered by the studies, filtering for mainte-
nance investment and applying a uniform price adjustment.

1. Federal rail infrastructure
Selected studies and reports mainly focus on investment needs because, rather than measuring an
aggregate capital stock investment backlog equating to the renovation gap, they model technical
conditions, action necessary and the resulting investment needs.?° Thus, in place of determining a
renovation gap in the above sense, the (rail) infrastructure status and development report (Infra-
strukturzustands- und -entwicklungsbericht) provides a measure of the restoration costs for rail
assets. However, an approximate estimate of the actual capital stock can be inferred using the as-
set value stated in the Service and Financing Agreement III (LuFV III) between the federal govern-
ment and Deutsche Bahn. Numerous studies from recent years?!, on the other hand, focus pri-
marily on a funding gap.

The outcome is a wide range of figures for annual rail infrastructure investment needs, varying in
real terms from just under €8bn to well over €25bn for the years 2025-2030 (at 2024 prices). The
differences result both from differing modelling approaches and objectives and from the diffi-
culty of clearly distinguishing between maintenance, modernisation and new construction in-
vestment, especially in the rail sector.

2 See, for example, the framework investment plan for transport infrastructure; the DB InfraGo (rail infrastructure
management organisation) infrastructure status report; and this study from the Dezernat Zukunft think tank.
21 See, for example, IW/IMK, BDI, and Agora Energiewende.
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2. Federal highways
Various studies have also been published for federal highways. These too mostly estimate invest-
ment requirements and funding gaps rather than directly measuring the renovation gap as de-
fined above. In contrast to the rail infrastructure sector, however, and despite very different
methodological approaches and additional assumptions made to put all the studies in question on
a comparable footing, a fairly consistent picture emerges regarding the investment needs for
maintaining federal highways. The figures for the investment needs over the period 2025 to 2030
(harmonised and price-adjusted to make the studies comparable) run to between some €6.7bn
and €7.5bn annually (at 2024 prices).

Summary and outlook

In summary, for the purposes of monitoring and managing the Special Fund for Infrastructure and
Climate Neutrality, the DIW research briefing highlights that it is necessary to distinguish between
renovation gaps and other concepts used in the public debate, such as investment needs. Some of the
available reports and studies go beyond the renovation gap by also covering future expansion invest-
ment and the related funding needs.

Irrespective of this, the (preliminary) findings suggest that any estimate of the renovation gap for
public infrastructure in Germany heavily depends on the underlying assumptions and on precisely
how the renovation gap is defined. Partly because of these methodological challenges, the infor-
mation on actual progress and performance systematically made available in this report constitutes a
relevant source of information for the purpose of managing the special fund, complementing the es-
timation of annual investment needs.

According to the DIW briefing, the existing reporting provided by infrastructure companies and
roadbuilding authorities and in sectoral planning processes can in principle, albeit with significant
extra work, be used as an approximation to operationalise the concept of the renovation gap. How-
ever, assessing the renovation gap in other areas requires extensive further research. It should be
noted in this connection that data availability is limited for many infrastructure sectors.
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6 Price trends

This chapter addresses price trends in connection with investments financed out of the Special Fund
for Infrastructure and Climate Neutrality, using relevant indicators. It draws on construction price
indices (up to February 2026), national accounts deflators (up to 2025), and producer price indices for
industrial intermediate products (up to March 2026). Price increases resulting from the war in the
Middle East are thus not reflected in the indicators.

6.1 Construction price indices

In February 2026, construction prices were up by approximately 2.4% to 4.1% on the year, depending
on the segment. After sharp increases in 2022 and 2023, price rises stabilised in 2024 at a level slightly
above the 2000-2021 average.

Civil engineering shows a mixed picture. Road construction recorded the highest upward trend (ap-
proximately 3.7%) as well as the largest cumulative increase since 2021. In contrast, price increases for
road bridge construction were significantly more moderate, at about 2.4%. Between these two figures,
construction prices for sewers rose by about 3.1%. The divergence in inflation rates between the vari-
ous sub-segments became less marked in February 2026.

Table 1: Construction price index

Construction price index 2 2022 2023 2024 2025 Feb. 2026
(year-on-year change in %) 2000-

2021
Residential buildings (new) +2.3 +16.3 +8.4 +2.9 +3.2 +3.3
Office buildings (new) +2.5 +17.2 +8.6 +3.3 +3.5 +3.6
Industrial buildings +2.6 +17.2 +8.3 +3.0 +3.3 +3.4
Roads +2.4 +16.0 +10.3 +4.7 +3.9 +3.7
Road bridges +2.4 +17.3 +6.0 +1.2 +1.9 +2.4
Sewers +2.1 +15.0 +9.6 +4.1 +3.4 +3.1
Maintenance of residential +2.6 +15.6 +9.7 +3.9 +3.8 +4.1
buildings

Source: Own calculations based on the Federal Statistical Office’s GENESIS-Online tables 61261-0002 /-0004 /-0006,
retrieved 13 April 2026. Annual average of the four quarterly surveys (February, May, August, November); the “Feb 2026”
column shows the year-on-year change from Feb 2025.

The building construction segments are also experiencing largely concurrent price trends. Within the
various building construction trades, prices for installation and building completion work rose by
3.8% on the year in February 2026, a significantly greater increase than the 2.7% recorded for frame-
work construction work. Price increases in the installation and building completion work segment
were driven by insulation and fire safety in service installations (+8.1%), electrical and IT installations
(+5.4%), and heating systems including heat pumps (+4.2%). The noticeable rise in the area of car-
pentry (+5.5%) is a new development since 2025. According to the most recent figures, residential
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building maintenance prices increased by 4.1%, a higher increase than that recorded for new builds.
This is probably attributable to higher labour costs for labour-intensive renovation work.

6.2 National accounts deflators

Unlike construction price indices, national accounts deflators capture price trends for actual con-
struction investments and thus also take into account changes in the composition of demand for con-
struction work. The deflator for overall construction rose by 3.1% in 2025, a slightly higher rate than
the long-term average (2000-2021: approximately +2.4% p.a.). The non-residential construction defla-
tor (up by 3.1%) was higher in 2025 than the residential construction deflator (up by 2.8%), reflecting
the somewhat higher price increases in civil engineering. The deflator for public building construc-
tion and public civil engineering largely tracks the deflator for overall construction; at present, there
is no significant divergence in price trends for public construction investments.

Table 2: National accounts deflators

Implied national accounts deflator 2022 2023 2024 2025
(year-on-year change in %)

Overall construction +15.4 +7.8 +3.0 +3.1
of which: public construction (total) +12.8 +7.0 +2.6 +2.8
Residential construction +15.1 +8.0 +3.1 +2.8
of which: public residential construction +15.2 +7.9 +3.0 +3.2
Non-residential construction +16.0 +7.5 +2.8 +3.1
of which: public building construction +12.7 +7.7 +2.4 +3.0
of which: public civil engineering +12.7 +6.6 +2.5 +2.6

Source: Own calculations based on the Federal Statistical Office’s specialist series 18, set 1.3 (seasonally adjusted domestic
product computation), tables 2.3.13 (nominal, €bn) and 2.3.14 (in real terms, chain index 2020=100).

6.3 Producer price indices for industrial intermediate
products

Producer price trends for construction-relevant intermediate products showed a varied picture. The
overall producer price index for industrial products was down by 0.2% on the year in March 2026, fol-
lowing a year-on-year decline of 3.3% in February. The energy-adjusted rate changed only minimally,
from +1.0% to +1.3%.

Among the individual construction-relevant goods, softwood timber stands out with a price increase
of 11.2%. Metal prices rose by 8.2%, although trends within this category diverged: While the producer
price for reinforcing steel barely changed year-on-year (+0.5%), non-ferrous metals, especially copper
(+17.6%), are driving up the aggregate figure. The latter is also reflected in the construction price in-
dex, where prices in the heating and electrical trades have been rising at an above-average rate since
2023. Bituminous mixtures recorded a moderate increase of +3.3% in March compared with February.
This is largely due to the price increase for bitumen, a petroleum derivative (+36% from the previous
month).
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Table 3: Producer prices

Producer prices 2022 2023 2024 2025 Feb.2026  March 2026
(year-on-year change in %)

Reinforcing steel +33.7 -31.6 -3.5 -1.5 -1.4 +0.4
Cement +17.7 +32.3 +1.0 +0.3 -1.0 -1.2
Gravel, sand, natural stones  +11.3 +15.4 +59 +2.5 +2.2 +2.4
Bituminous mixtures +24.9 +9.9 +3.7 +1.6 +0.9 +3.3
Softwood timber +8.8 -24.9 +2.6 +13.1 +12.8 +11.2
Metals +26.2 -6.0 -3.6 +0.0 +6.5 +8.2
Total (excluding energy) +13.6 +3.7 +0.4 +1.1 +1.0 +1.3
Total (including energy) +29.8 +0.3 -1.8 -1.2 -3.3 -0.2

Source: Own calculations based on Federal Statistical Office (Destatis), Statistical Report: Indices of producer prices of in-
dustrial products (domestic sales), table 61241-01, base year 2021 = 100. Annual averages as arithmetic mean of monthly
values. The Feb/March 2026 columns show the year-on-year change compared with Feb/March 2026.

6.4 Interpretation

The period between 2024 and February 2026 was characterised by stable and - compared with 2022
and 2023 - moderate construction price trends. The rates of increase have stabilised at approximately
+3%, although trends are somewhat divergent among the segments relevant to the Special Fund for
Infrastructure and Climate Neutrality. The index for road construction (+3.7% in February 2026) in-
creased at a higher rate than that for bridge construction (+2.4%), but the spread between these seg-
ments has narrowed. The trend in the national accounts deflator for public construction investments
is unremarkable. Producer prices, which can function as early indicators for construction prices, still
exerted only moderate inflationary pressure overall until March 2026. However, more marked price
increases have been posted in recent months for timber, non-ferrous metals, and (especially since
March) petroleum products.

6.5 Focus on rail infrastructure

The trends for rail infrastructure over the reference period show growth rates that are comparable to
those of the overall construction price indices (see section 6.1).

Construction costs for rail projects at DB, the federal rail infrastructure company, have almost dou-
bled over the past five years, reflecting a cumulative price increase of roughly 81% in railway civil en-
gineering between 2021 and 2024, despite only modest growth in the volume of work. This points to
above-average inflationary pressure relative to other segments, driven by specific factors such as ma-
terial costs and planning efforts (due to features particular to rail infrastructure). The growth rates for
2025/2026 are expected to be about +3-4%, in line with civil engineering and public building con-
struction.

Rail infrastructure-specific trades have recorded a two-and-a-half-fold increase in unit prices since
2010 (weighted average), with significant divergences between trades.

Until 2024, prices for rail infrastructure trades (including tracks, bridges, points and overhead lines)
increased at a significantly higher rate than general civil engineering indices. From 2018 onwards,
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particularly strong increases were recorded for bridges and control technology, while prices for tracks
increased more moderately.

The figures shown for the period up to and including 2024 are based on evaluated historical price
trends for the respective trades. In contrast, the figures for 2025 are forecasts. These were determined
based on current construction price indices and the most recent market trends, taking special account
of the price increases published in February 2026 (e.g. road construction +3.7% and bridges +2.4% in
February 2026).

Table 4: Rail Infrastructure trades

Trade category Cumulative increase Annual rate 2025 Estimate
2010-2024 (from approx. 2018)

Tracks/points +50-70% +4-6% +4-5%

Bridges +100-150% +8-10% +3-4%

Overhead lines +80% +6% +4%

Control/safety technology +120% +9% +5-6%

Source: Own presentation based on ifo Institute publication and federal expert opinions to calculate the fiscal needs under
the third performance and financing agreement, 3rd supplementary agreement.

6.6 Focus on road construction

Price trends in road construction have also been stable since 2024, with lower year-on-year increases
than in previous years. In the 2018-2023 period, inflation rates were above the annual average levels
each year except in 2020.

Prices for road construction and road bridge construction were significantly above general construc-
tion price trends in the 2010-2024 period.

Table 5: Road construction trends

Trade category Cumulative increase Annual average rate
2010-2024 2010-2024

Roads +65.3% +4.4%

Road bridges +59.1% +3.9%

Federal highway construction*  +63.5% +4.2%

Source: Own presentation based on Federal Statistical Office
* Averaged index (70% road construction; 30% bridge construction)
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7 Disbursed and committed funding

This section provides information about the disbursement of funding and the utilisation of commit-
ment appropriations.

7.1 Disbursed funding

In the 2025 fiscal year, expenditures totalled €24.0bn, with €10bn attributable to the Climate and
Transformation Fund and €14bn to the federal pillar. The planned amount was €37.2bn.

Actual expenditures fell below the target figures because (a) no Linder funding was disbursed in 2025
due to the fact that the relevant agreements were not concluded until late 2025 or early 2026 and (b)
interim budget management was in place until early October 2025, meaning that government minis-
tries were unable to use all the funding at their disposal.

The underspend (€13.3bn) was concentrated in three areas: allocations under the Ldnder and Local
Authority Infrastructure Financing Act (Ldnder- und-Kommunal-Infrastrukturfinanzierungsgesetz, or
LuKIFG; €8.3bn), support for the nationwide broadband rollout (budget item 894 61; €1.6bn) and
funding to equip German infrastructure and rolling stock with the European Rail Traffic Manage-
ment System (ERTMS) (budget item 891 12; €1.3bn).

7.2 Utilisation of commitment appropriations

The commitment appropriations contained in the economic plan for the Special Fund for Infrastruc-
ture and Climate Neutrality for the 2025 fiscal year totalled €87.6bn.

In total, €27.8bn of these commitment appropriations were utilised in the 2025 fiscal year, meaning
that the utilisation rate of the commitment appropriations was 31.7%.

In the 2025 fiscal year, there was also a total of €44.2bn in commitments from previous years for 2026
and subsequent years.
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8 Methodology of the budget-item-
specific progress and performance
monitoring

The monitoring strategy presented by the Federal Ministry of Finance to the German Bundestag’s
Budget Committee on 1 April 2026 (committee document 21(8)3576) makes it possible to verifiably
track progress in implementing the investments, to see the impacts of the allocated budget funding
and to provide the Budget Committee with annual reporting on the topic. The monitoring of the fed-
eral pillar is intended to provide a solid foundation for budgetary management and decision-making
processes. As well as ensuring transparency about the use of funding, it also aims to provide a sound
basis for priority setting and policy adjustment. Furthermore, the monitoring is intended to enable an
evidence-based assessment of how well the funded investment measures contribute to the intended
objectives of the Special Fund for Infrastructure and Climate Neutrality, and in particular to improv-
ing infrastructure and bolstering economic growth.

Progress and performance levels

The monitoring has its conceptual basis in the logic model embedded in budgetary law. This encom-
passes four progress and performance levels that trace the path from the deployment of budget fund-
ing to macroeconomic and societal impacts. The four levels can be characterised as follows:

e Input: What funding is made available and committed? The input level tracks the quantities
of funding committed and spent.

e Output: What are the deliverables? In the monitoring system, the term ‘output’ indicates
what is delivered, either directly by the public administration or by a funding recipient. Ex-
amples include additions to capacity or new infrastructure.

e Outcomes: What changes are brought about for the target groups or target systems? The out-
come level looks at the changes that the financed measures have achieved for target groups
and target systems.

e Impact: What broader impacts are achieved - for the economy or society as a whole, for ex-
ample? The final impact level thus takes in broader effects such as contributions to economic
growth, innovative capacity and infrastructure modernisation.

When considering these levels, it should be noted that there is often a time lag before outcomes and
impacts materialise. That is, outcomes and impacts generally lag behind progress in inputs and out-
puts. The monitoring system makes express allowance for this by supplementing the logic model
with a staged approach and by formulating practical requirements for target setting and impact meas-
urement.

As a general rule, a causal relationship should be formulated along the results chain. Proving causality
is methodologically challenging, especially at impact level, so quantitative targets and indicators
should not be used unless there is an academically sound causal link to past progress and perfor-
mance in respect of a given financed measure. Establishing such causal relationships with methodo-
logical rigour is the responsibility of the ministry with policy responsibility for each financed meas-
ure. A further challenge is presented by the need to aggregate up target and performance measure-
ment from the level of financed measures to the budget item level.
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Requirements for target setting and indicator selection

The monitoring system for the special fund focuses on four levels: two ‘progress’ levels (input and
output) and two ‘performance’ levels (outcomes and impacts). In general, specific targets and indica-
tors for each of these four levels are defined for each of the special fund’s budget items. Clear criteria
have been established for the formulation of targets and indicators in order to ensure that findings
from the monitoring process are robust and informative. Targets must be closely linked to the special
fund’s overarching objectives and must be justified in policy terms. A small number of targets with
robust informational value are monitored for each progress level and performance level. If the
achievement of a specific target cannot be monitored or measured directly, measurable indicators
must be defined for the purpose. An indicator is an attribute that can be tracked empirically and that
makes it possible to monitor a specific target that cannot otherwise be directly observed. Objectives
and indicators should generally be selected for suitability using the SMART criteria as defined in fed-
eral budgetary law:

e Specific: specific to the financed measure, clear, understandable and unambiguous

e Measurable: objectively recognisable, observable, measurable, countable or verifiable
e Accepted/ambitious: accepted by all parties; challenging but not unachievable

e Realistic: achievable, feasible

¢ Time-bound: specific point in time or specific period for target achievement

At the two performance levels, and particularly at impact level, selecting and setting targets and
measuring outcomes or impacts presents practical and methodological challenges. As the impact level
involves measuring the impact on an overarching, in many cases macroeconomic or societal goal,
pinning down direct causal links between a financed measure and the goal concerned is methodolog-
ically extremely challenging. For some budget items, in the absence of prior research or relevant aca-
demic literature, establishing a causal relationship between investment and impact would entail pro-
hibitive effort and expense. In such objectively justified cases, the intended outcomes and impacts,
together with the related progress, are described in qualitative terms. This approach is consistent with
that set out in the current edition of the Federal Ministry of Finance guidance on cost-effectiveness
analysis?2 and makes it possible to accommodate the specific characteristics of each ministerial port-
folio.

Assignment to stages and weighting matrix

To provide a clear overview of the extensive data, the monitoring results are consolidated at budget-
item level using appropriate methodologies or established indicators. These results are then weighted
across the progress and performance levels according to the stage the budget item has reached in the
investment cycle. Each budget item is assigned to an investment cycle stage on the basis of objective
criteria. In this way, the monitoring takes account of the fact that there may be a large time lag be-
tween planning an investment measure, its actual implementation and the ultimate outcome and im-
pact.

Each investment measure begins with a planning stage. After that, it passes through an implementa-
tion stage. The third and final stage is the use stage or operational stage. In the early stages of the in-
vestment cycle (planning and implementation), the monitoring is designed to focus on the input and
output levels, since no impact is expected at this point. As an investment measure progresses and

22 Federal Ministry of Finance: Arbeitsanleitung Einfiihrung in Wirtschaftlichkeitsuntersuchungen (AAWU).
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enters the use stage, the focus increasingly shifts to the outcome and impact levels. The two perfor-
mance levels are then given a greater weighting in measuring the progress and performance indices
than at earlier stages of the investment cycle. The specific weightings assigned to the progress and
performance levels across the investment cycle are shown in the weighting matrix below:

Table 6: Weighting matrix at impact level, for budget items with quantitative targets

Progress/performance Stage 1: Stage 2: Stage 3:
level Planning Implementation Use
Input 90% 30% 0%
Output 10% 65% 20%
Outcome 0% 5% 40%
Impact 0% 0% 40%

In objectively justified cases where no impact targets or indicators are specified at budget-item level,
an adjusted weighting matrix is used as shown in the table below:

Table 7: Weighting matrix at impact level, for budget items without quantitative targets

Progress/performance Stage 1: Stage 2: Stage 3:
level Planning Implementation Use
Input 90% 30% 0%
Output 10% 65% 20%
Outcome 0% 5% 80%

When it comes to assigning budget items to stages in the investment cycle, the various ministries are
intentionally allowed a certain amount of leeway with regard to (i) the assignment of a given budget
item to a particular stage and (ii) aggregation from the level of financed measures to budget-item
level. Assignment to stages should be based on funding disbursement and implementation progress.
The choice of methodology for aggregation from the level of financed measures to budget-item level
is up to the ministry concerned. This requires consideration of the structural diversity of a given
budget item (comprising a wide range of financed measures) and also the structural diversity (and ad-
ditivity) of the selected indicators.

At the output, outcome and impact levels, use is made of project-specific targets and indicators. Tar-
gets are generally set on a multi-year basis to accommodate the fact that public investment is prone
to time lags between funding deployment, progress and performance. Using multi-year targets also
makes it possible to track progress towards a target or the shortfall from a target over time. For the
input level, on the other hand, one-year targets are set relative to suitable indicators based on budget
data. Input-level target achievement is generally measured against two indicators: funding disburse-
ment and funding commitment. This is consistent with the annual preparation cycle for the underly-
ing economic plans and takes into account the expected significant variation in inputs needed to re-
sult in progress and performance on the various financed measures.
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Definitions of funding disbursement and funding commitment

Funding disbursement refers to the outflow of funding under the economic plan in a given fiscal year.
For this monitoring report, the target for the funding disbursement input indicator is set as the ex-
penditures budgeted for in the 2025 economic plan. In the event of any budget variance, provided it is
plausibly justified, a smaller amount may be recognised and explained in the respective item-specific
section of chapter 9 (Expenditure and monitoring in detail). The actual figure as of 31 December 2025
corresponds to the actual expenditures in the fiscal year 2025.

Funding commitment refers to the commitment of funding for approved measures in order to be
able to meet future payment obligations. The target for the funding commitment input indicator is
set as the sum total of all commitment appropriations under the 2025 economic plan. Provided that
any budget variance is plausibly justified, a proportion of this may be recognised and explained in the
respective item-specific section of chapter 9 (Expenditure and monitoring in detail). The actual figure
as of 31 December 2025 corresponds to the commitments entered into in 2025.

Derivation of a budget item-specific, context-sensitive progress and performance index

By applying the weighting matrix for the various stages, a target achievement level can be measured
for each budget item and translated into a progress and performance index that takes account of the
stages of the investment cycle and the various progress and performance levels. For each budget item,
the index shows the progress and performance that has been achieved relative to expectations. Con-
solidating this information into a single index provides a budget item-specific and context-sensitive
information and management tool. As budget items progress through the various stages of the invest-
ment cycle, the stage-based weighting of target achievement may result in a temporary decline in the
progress and performance index at the two performance levels. This does not indicate any reversal of
prior target achievement, however; instead, it reflects a change in the benchmark. From each stage to
the next, expectations rise as to the outcomes and impacts of an investment measure, and corre-
spondingly greater weightings are applied to the outcome and impact targets. The progress and per-
formance index can then be translated into a qualitative classification of target achievement as shown
in the table below.

Table 8: Qualitative categorisation of the progress and performance index

Progress and performance Progress and performance
index: lower limit index: upper limit

Target achievement: not yet measurable - -

Target achievement: none 0.0% 0.0%

Target achievement: low 0.1% 29.9%

Target achievement: medium 30.0% 59.9%

Target achievement: high 60.0% 89.9%

Target achievement: full 90.0% 99.9%

Target: exceeded 100.0% =
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Milestones

The targets and indicators-based progress and performance index is calculated retrospectively rela-
tive to each reporting date. The monitoring of progress and performance in respect of investment
measures financed out of the special fund is consequently likewise retrospective. To add a forward-
looking component to the monitoring process, short-term progress is measured on an activity basis
in the form of milestones normally formulated by the responsible ministries for the current year. The
milestones are binary in nature and mainly relate to process steps such as an administrative agree-
ment, a call for tenders or publication/entry into force of a funding framework. Milestone achieve-
ment is then assessed retrospectively in the next report. This supplements progress and performance
monitoring but is not included in calculations of the progress and performance indices.
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9 Expenditure and monitoring in detail

There are three pillars to the Special Fund for Infrastructure and Climate Neutrality: €100bn in trans-
fers to the Ldnder, €100bn in transfers to the Climate and Transformation Fund (KTF) and €300bn in
the ‘federal’ pillar. This chapter sets out the expenditures within these three pillars and the results of
the progress and performance monitoring for the federal pillar.

9.1 Allocations to the Climate and Transformation Fund

Budget item 884 01 Allocations to the Climate and Transformation Fund

The Climate and Transformation Fund (Klima- und Transformationsfonds, or KTF) is a special fund
that, under section 2 of the Act Establishing the Climate and Transformation Fund (KTF-Gesetz, or
KTFG), enables additional programme expenditures for measures to help achieve the climate targets
set out in the Federal Climate Change Act (Bundes-Klimaschutzgesetz) and to drive Germany’s transi-
tion to carbon neutrality by 2045. The Climate and Transformation Fund plays a central role in Ger-
many’s efforts to achieve its energy and climate policy targets. The fund focuses primarily on the pro-
motion of energy efficiency and renewable energy in the building sector and on the transformation
of industry. Other key priorities include climate-friendly transport, the hydrogen economy, nature-
based climate action and climate-friendly energy supplies.

Table 9: Climate and Transformation Fund: target/actual comparison
Target 2025 Actual 2025 Target 2026

10,000,000 10,000,000 10,000,000

Under section 4 (2) of the Act Establishing the Special Fund for Infrastructure and Climate Neutrality
(SVIK-Gesetz, or SVIKG), the Climate and Transformation Fund is to receive a total of €100bn from
the Special Fund for Infrastructure and Climate Neutrality for additional investments, divided into
ten equal annual instalments up to and including 2034. The first €10bn allocation to the Climate and
Transformation Fund was made in 2025. This additional funding is provided at the beginning of each
year without being recorded as debt. Loans to the Climate and Transformation Fund from the Special
Fund for Infrastructure and Climate Neutrality are posted to government accounts only when money
has actually been spent. As a result, the amount disbursed from the Special Fund for Infrastructure
and Climate Neutrality may differ from the amount borrowed for it, especially in the first half of each
year.

The Climate and Transformation Fund is a special fund in its own right. The funding must be kept le-
gally and financially separate from the federal budget. Accordingly, the Climate and Transformation
Fund has an economic plan of its own that is approved annually by the legislature. Its revenue must
be spent in line with the purposes stipulated in the Climate and Transformation Fund Act (KTF-Ge-
setz). As is the case with the Special Fund for Infrastructure and Climate Neutrality, various federal
ministries are responsible for measures and programmes under the Climate and Transformation
Fund. The budget items in the Climate and Transformation Fund are currently managed by seven
federal ministries.
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As with all revenues for the Climate and Transformation Fund, the funding allocated to it from the
Special Fund for Infrastructure can be used to cover any and all Climate and Transformation Fund
programme expenditures. Programme expenditure totalled €26.6bn in the 2025 financial year. Of
this, €13.4bn was allocated to climate change mitigation measures in the buildings sector. At €12.9bn,
the federal funding for energy-efficient buildings (Bundesférderung energieeffiziente Gebdude) pro-
gramme is the largest funding programme under the Climate and Transformation Fund. Approxi-
mately €2.8 billion was allocated to provide relief to energy-intensive companies. A one-off payment
totalling €3.1bn was also made to offset the gas storage levy, benefiting all gas consumers. Around
€1.6bn was spent in support of climate-friendly mobility, including around €0.4bn for the rollout of
charging infrastructure. Funding was also provided for alternative forms of propulsion and alterna-
tive fuels. Some €1.3bn was spent on ramping up the hydrogen economy, of which around €1.1bn
went towards the use of hydrogen in industrial production, Franco-German hydrogen projects and
the National Hydrogen Strategy. The transformation of industry received approximately €1.9bn in
support, of which approximately €0.6bn comprised federal funding for energy and resource effi-
ciency in industry. Approximately €0.7bn was disbursed in 2025 for international climate policies, in-
cluding around €0.6bn for the International Climate Initiative. The Climate and Transformation Fund
thus also goes a long way towards ensuring that Germany continues to contribute its fair share to-
wards international climate finance.

Under section 8 of the Act Establishing the Climate and Transformation Fund, the federal govern-
ment reports to the German Bundestag Budget Committee by 31 March of each year on the use of
funding spent in the previous year. Among other things, the reporting includes information on the
budget funding spent, the purposes of the funding programmes, the impact of the financed measures
on greenhouse gas (GHG) emissions, and GHG funding efficiency.

GHG funding efficiency is a metric comprising the ratio of funding allocated (in euros) to the pro-
jected reduction in GHG emissions (in tonnes of CO, equivalent) over the lifetime of the reduction re-
sulting from a funding programme. As part of the regular reporting on the Climate and Transfor-
mation Fund, GHG funding efficiency is reported for all funding programmes in respect of which
GHG emission reductions can generally be reliably determined. This is the case for funding pro-
grammes relating to ‘direct’ GHG reductions.

Further information on the Climate and Transformation Fund in the 2025 fiscal year, together with
general information on measuring GHG funding efficiency, can be found in the current, 15th report
on the Climate and Transformation Fund (15. KTF-Bericht).
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9.2 Allocations under the Lander and Local Authority
Infrastructure Financing Act

Under the Ldnder and Local Authority Infrastructure Financing Act (Ldnder- und Kommunal-Infra-
strukturfinanzierungsgesetz, or LuKIFG), the Lénder are provided with a total of €100bn in federal
funding from the Special Fund for Infrastructure and Climate Neutrality to finance capital invest-
ment in infrastructure that falls within the remit of the Lédnder and local authorities. The Ldnder each
decide the proportion of funding allocated to them that is to be used for local authority-level infra-
structure.

In an Administrative Agreement on the Implementation of the Ldnder and Local Authority Infra-
structure Financing Act (VV LuKIFG), which entered into force on 11 December 2025, the Linder
agreed to report to the Federal Ministry of Finance by 31 March 2026 on the status as of 1 January
2026 with regard to implementation programme design and committed (budgeted) funding.

Under section 5 (2) and (5) of the administrative agreement, the Ldnder reported to the federal gov-
ernment on the following in particular:

e Their procedures for implementing the Act;

e The proportion of funding to be used under section 1 (2) for local authority-level
infrastructure;

e The main areas of focus with regard to the use of the federal funding;
e How they plan to consider the needs of underfunded local authorities;

e Their processes for ensuring that the Lidnder and local authorities use the funding for the
purposes for which it is intended;

e How they take into account the German Sustainable Development Strategy and demographic
change in programme design;

e The means for identifying and quantifying expenditures eligible for Green German Federal
securities.

The annual Linder investment reports to the federal government are published at. In summary, the
funding is primarily accounted for as revenue in Ldnder budgets and in some cases goes into special
funds. Some of the Ldnder supplement funding under this Act with funding of their own, while others
combine it with existing investment programmes. Almost all of the thirteen territorial Ldnder (i.e. ex-
cluding the three city states of Berlin, Hamburg and Bremen) earmark more funding for the local au-
thority pillar than for the Ldnder pillar, and most Ldnder in this group prioritise underfunded local
authorities in funding allocation. Table 10 shows the proportions of funding allocated to local author-
ities, based on the Ldnder reports submitted for the territorial Ldnder:

Table 10: Proportions of funding allocated to local authorities

Land Local authority share (%) Note

BW 67 =

BY 60-70 Range agreed with local authority associations

BB 50 Excluding up-front deduction for healthcare and digitalisation
HE 63 =
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Land Local authority share (%) Note

MV 63 =
NI 50 Plus 10% for Land measures serving local authority-level interests
Excluding additional transfers to the North Rhine-Westphalia invest-
NW 60
ment plan
Excluding Land transfers to the local-authority pillar of the Rhineland-
RP 60 . .
Palatinate investment plan
sL 60 Excluding local-authority share for funding swimming pools and urban
development
SN 59 Excluding up-front deduction for special measures
ST 60 =
SH 63 =
TH No fixed proportion set to date; approximately 40% in 2026/27 ‘dou-

ble’ (two-year) budget

As the table shows, local authorities in many of the Ldnder are able to benefit from a greater propor-
tion of the funding than is actually allocated to them. Thus, ‘up-front deductions’ are used to finance
Land-level measures that serve local authority-level interests or cover the local-authority share of
joint investment programmes.

Under subsection (3) of the above administrative agreement, the Ldnder provide the federal govern-
ment with aggregated information as of 1 January each year on planned, ongoing and completed
measures in each infrastructure sector. These reports must be submitted annually by 31 March using
a digital reporting platform, www.lukifg-portal.de, which has been available to all Ldnder since 25
March 2026.

The reports include the number of measures funded under the Ldnder and Local Authority Infra-
structure Financing Act, the investment volume, eligible expenditures, the third-party funding share
of eligible expenditures (that is, the share attributable to parties other than the federal government,
the Linder and local authorities), the federal share under the Act, and the proportion of funding allo-
cated to local authority-level infrastructure; the information is broken down by infrastructure sector
as listed in section 3 (1) of the Act.

Funding in the amount of €9.6bn was committed as of 1 January 2026. €9.35bn was committed for
789 planned measures, €0.3bn for 185 ongoing measures and €4m for five completed measures. The
average investment volume per measures was €13.1m. Eligible expenditures accounted for €12.45m
of this amount (i.e,, funding under the Act plus eligible third-party funding contributions, funding
under other federal programmes and the respective Land or local authority’s own share). The average
amount of funding under the Act budgeted per measure was €9.8m; €0.4m per measure was third-
party funding.

There was no clear focus among the investment areas to which the funding was committed. Aside
from expenditures that do not come under any one investment category (‘Other’), the funding mainly
goes on investments in the categories transport infrastructure, digitalisation and hospital infrastruc-
ture (see Table 11). The reported funding is predominantly used for investment in Land-level infra-
structure.
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Table 12 shows the committed funding as of 1 January 2026 for each of the Ldnder. Whereas 100% of
the funding is already committed in the case of Berlin, no funding was committed as of 1 January in
Brandenburg, Baden-Wiirttemberg, Bavaria, Hesse, Hamburg, North Rhine-Westphalia, Saxony or
Saxony-Anhalt. These Lénder are therefore not shown in Table 12. For the remaining Lénder, the per-
centage of funding committed ranges from 8.3% to 33.1% of the funding allocated to each Land. With
regard to the Ldnder that reported zero committed funding, in some cases they had not completed the
legislative implementation process as of 1 January 2026, so no planned measures could be reported.
Zero committed funding does not necessarily mean that the Ldnder concerned are yet to make a start
on measures that will be eligible for funding under the Act. The Ldnder can provide advance funding
that will later be reimbursed by the federal government.

Funding disbursement is a lagging indicator. Under section 7 (1) of the above administrative agree-
ment, the Ldnder are not entitled to be disbursed the funding unless it is needed to cover invoices that
are due within three months. This is not generally the case until a measure has been completed or
part-completed (as with lots in a large construction project).

The Ldnder provide the federal government with information on specific measures after completion,
at the latest in the second report submitted to the Federal Ministry of Finance once a measure has
been completed. As of 31 March 2026, no measure-specific information had been submitted to the
Federal Ministry of Finance to enable more detailed monitoring.

36



Monitoring report 2025 — Special for Infrastructure and Climate Neutrality

Table 11: Amounts of funding committed, by investment area

Reporting as of 31 March 2026 under section 5 (3) of the Administrative Agreement on the Implementation of the Ldnder and Local Authority Infrastructure
Financing Act (VV LuKIFG): Funding committed as of 1 January 2026 (€m)

Status Number of Investment Eligible Funding under the Ldnder of which: of which: Third-party
measures volume expenditures and Local Authority local authority-level  Land-level funding
Infrastructure Financing Act  infrastructure infrastructure  contribution
(LUKIFG)
Planned measures 789 12,212.5 11,804.0 9,350.9 1,321.6 8,029.3 336.5
Started measures 185 630.4 380.9 263.5 64.8 198.7 51.8
Completed measures 5 3.7 3.7 3.7 0.0 3.7 0.0
Total 979 12,846.5 12,188.6 9,618.1 1,386.4 8,231.7 388.3
Funding committed as of 1 January 2026 (€m), by investment area
Investment areas Number of Investment Eligible Funding under the Ldnder of which: of which: Third-party
measures volume expenditures and Local Authority local authority-level  Land-level funding
Infrastructure Financing Act  infrastructure infrastructure  contribution
(LuKIFG)
Civil protection 227 1,134.3 970.4 866.8 69.5 797.4 24.2
Transport infrastructure 224 3,060.2 3,021.8 2,031.2 147.1 1,884.1 155.0
Hospital, rehabilitation 29 2,561.6 2,386.8 1,195.8 118.5 1,077.3 22.6
and nursing-care
infrastructure
Energy and heating 42 202.5 197.8 168.2 49.6 118.6 29.7

infrastructure
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Funding committed as of 1 January 2026 (€m), by investment area

Education infrastructure 48 423.8 305.5 217.0 106.6 1104 19.2
Childcare infrastructure 11 75.4 75.4 60.4 10.0 50.4 15.0
Scientific infrastructure 29 829.9 804.1 720.1 0.0 720.1 83.5
Research and 6 219.8 215.0 215.0 0.0 215.0 0.0
development

Digitalisation 161 1,308.3 1,212.9 1,212.8 796.3 416.5 0.0
Other 202 3,030.8 2,998.9 2,930.9 88.8 2,842.1 39.0
Total 979 12,846.5 12,188.6 9,618.1 1,386.4 8,231.7 388.3
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Table 12: Amounts of funding committed, by Land

Funding committed under the Ldnder and Local Authority Infrastructure Financing Act (LUKIFG)
as of 1 January 2026, by Land

of which: Proportion of funding
under the Act
) Local As a percentage
Funding authority- of total funding
Number ~ Volumeof  underthe level Land-level under the Actto  As a percentage
of mea- investment  Act infrastructure infrastructure  \,pich the Land is of the invest-
Land sures (€m) (€m) (€m) (€m) entitled ment volume
BE 83 5,292.0 5,219.8 0.0 5,219.8 100.0 98.6
(3) (27.2) (20.5) (0.0) (20.5) (0.4) (75.6)
HB 111 468.7 306.4 160.5 145.8 326 65.4
MV 14 292.7 269.0 0.0 269.0 14.0 91.9
NI 1 780.0 780.0 780.0 0.0 8.3 100.0
RP 128 1,142.2 1,142.2 12.5 1,129.7 23.6 100.0
9) (38.6) (38.6) (0.0) (38.6) (0.8) (100.0)
(5] [3.7] [3.7] [0.0] [3.7] [0.1] [100.0]
SL 60 1,415.0 390.0 95.0 295.0 331 27.6
(3) (11.3) (4.5) (4.5) (0.0) (0.4) (40.0)
SH 96 1,903.2 849.7 66.8 782.9 24.8 44.6
(1) (0.8) (0.8) (0.8) (0.0) (0.0) (90.0)
TH 486 1,552.7 661.0 2716 389.4 26.0 42.6
(169) (552.5) (199.1) (59.5) (139.6) (7.8) (36.0)
Gesamt 979 12,846.5 9,618.1 1,386.4 8,231.7 9.6 74.9

*) Line 1: Measures planned, ongoing and completed, based on the Ldnder annual implementation status reports under section 5
(3) of the Administrative Agreement on the Implementation of the Ldnder and Local Authority Infrastructure Financing Act (VV

LuKIFG)

(Line 2: Measures ongoing)

[Line 3: Measures completed]
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9.3 Results of the progress and performance monitoring
for the federal pillar

The following section of the report present the results of the budget item-specific progress and per-
formance monitoring in detail, organised according to the budget subheadings covered by the Special
Fund for Infrastructure and Climate Neutrality. The budget item-specific subsections each adhere to
the same reporting structure. For each budget item, a data table on expenditures and commitment
appropriations is followed by general information, information on the implementation of the fi-
nanced measures, and an explanation of targets, indicators and milestones. Each of the budget item-
specific subsections also includes a table showing the main monitoring results (target achievement,
progress and performance index, and milestones). Explanatory notes put these into context. Finally,
for each budget item, a description is provided of how the budget item contributes to the overarching
goals of the Special Fund for Infrastructure and Climate Neutrality (also see chapter 3 in this regard).

The results of the budget item-specific progress and performance monitoring for the federal pillar
as of the 31 December 2025 reporting date already show some initial progress and also isolated im-
pacts at outcome level. Thus, the monitoring shows that activities based on the Special Fund for Infra-
structure and Climate Neutrality have got off to a successful start overall, despite reporting so soon
after the fund’s inception. In particular, full and rapid use of the funding provided needs to continue
as this is a basic requirement for it to have its intended effect. The fact that federal pillar disburse-
ments as of the reporting date were 74% of the target is partly because interim budget management
applied for part of the year and partly because the special fund was not established until autumn 2025.

The monitoring system provides for the measurement of a progress and performance index for the
special fund as a whole. Due to the early juncture in the investment process (with around two-thirds
of budget items at the planning stage and one-third at the implementation stage), this index mainly
quantifies the progress achieved relative to current expectations. At 54% overall, the average progress
and performance index for the special fund corresponds to partial target achievement.?? A detailed
table of the results by budget subheading and budget item is provided in Table 13:. In the transport
infrastructure category, (budget subheading 01), the results already point to progress in modernising
and upgrading bridges, tunnels and railways (budget subheading progress and performance index:
52%). Over the years ahead, this progress is expected to gradually translate into impacts, primarily
across outcome indicators such as improved bridge condition ratings and reductions in lost travel
time. Significant progress has also been made in the energy infrastructure category (budget subhead-
ing 03), notably with regard to resilient gas import infrastructure (budget subheading progress and
performance index: 45%). The monitoring also shows early initial progress in the digitalisation cate-
gory (budget subheading 06) in the form of pilot projects indicating that investments are rapidly be-
ing put into motion, with a budget subheading progress and performance index of 57%. Because the
programmes were not set to begin until 2026, measures financed from the special fund with the pur-
pose of improving education and childcare infrastructure (budget subheading 04) do not feature in
the economic plan for 2025 and accordingly show no measurable progress. The same applies to the
bulk of budget items in the research and development category (budget subheading 05). Due to pro-
gress made on the largest budget items in this category by volume, the budget subheading progress
and performance index already corresponds to partial target achievement, at 40%, even though many

23 The aggregate progress and performance index for the Special Fund for Infrastructure and Climate Neutrality as a
whole and for the budget subheadings are calculated using a volume-weighted average. The weighting is derived from
the sum total of actual expenditures and actual commitment appropriations for each budget item as of the reporting
date. Budget items for which target achievement is not yet measurable are excluded.
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of the research category budget items were still on hold. The outcome targets for investments in
housing construction (budget subheading 07) - including total investments generated and green-
house gas emission reductions - are largely met with a budget subheading progress and performance
index of 72% for 2025 (it should be noted that in departure from the general methodology, annual tar-
gets have not yet been set for this budget subheading). Target achievement is already shown as ‘full’
for hospital infrastructure (budget subheading 02; budget subheading progress and performance in-
dex: 90%) and for sports infrastructure (budget subheading 08; budget subheading progress and per-
formance index: 90%). This is mostly due to budget item-specific factors. The result for budget sub-
heading 02 is due to budget item 884 21 (Immediate transformation costs of hospitals); in departure
from the methodological principles underlying the monitoring, only the input can be measured for
this budget item. The high level of target achievement for sports infrastructure is due to budget item
893 81 (Renovation of local authority sports facilities); as a budget item with funding for independent
management, this has a progress and performance index of 90% at the early planning stage as of the
reporting date.

The milestones that have been specified suggest that significant progress can be expected in the
course of this year. A total of 28 out of 107 milestones have thus already been achieved in the first five
months of 2026, even though most of them are set for 31 December 2026. As many of the measures
concerned are still in the early planning stage, some of the milestones relate to outstanding decisions
detailing the measures to be financed. Because of this, individual information items and datapoints
will not be presented until the next, 2026 monitoring report. This notably applies to budget items for
which no investment funding had yet been allocated in 2025, or which had not yet been specified in
sufficient detail.
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Table 13: Overview of the results of the budget item-specific progress and performance monitoring

Budget subheading/item Ministries  Stage Progress and per-  Progress and performance Milestones for 2026
formance index development achieved as
as of 31 Dec. 2025 of 31 May 2026
Budget subheading 01 - Transport infrastructure investments 52% Target achievement: 0/7
medium
Budget item 891 11 - Maintenance of bridges and tunnels BMV Implementation 35% Target achievement: 0/2
within the existing federal highway network medium
Budget item 891 12 - Equipping German infrastructure and BMV Implementation 26% Target achievement: 0/4
rolling stock with the EU train protection system European Rail medium
Traffic Management System (ERTMS)
Budget item 891 13 - Construction cost subsidies for BMV Implementation 62% Target achievement: high 0/1
maintenance of federal rail infrastructure
Budget subheading 02 - Hospital infrastructure investments 90% Target achievement: full 2/5
Budget item 884 21 — Immediate transformation costs of BMG Planning 90%% Target achievement: full 1/2
hospitals
Budget item 884 22 - Allocation to the hospital BMG Planning - Target achievement: notyet ~ 1/3
transformation fund measurable
Budget subheading 03 - Energy infrastructure investments 45% Target achievement: 0/5

medium

24 All funding allocated to budget item 884 21 was disbursed in 2025. No output indicators can be specified due to the nature of the budget item. As the budget item is at the planning stage,

target achievement is 90%.
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Budget subheading/item Ministries  Stage Progress and per-  Progress and performance Milestones for 2026
formance index development achieved as
as of 31 Dec. 2025 of 31 May 2026

Budget item 682 31 - Financing of Deutsche Energy Terminal BMWE Use/operation 45% Target achievement: 0/1

GmbH, FSRUs and FSRU locations medium

Budget item 892 31 - Support for the development of BMWE = - Target achievement: not yet -

CCS/CCU infrastructure in Germany measurable

Budget item 893 31 — Measures to safeguard energy securityin  BMWE Planning 0% Target achievement: none 0/1

north-eastern Germany - particularly with regard to fuels - in

connection with the PCK Schwedt oil refinery

Budget item 893 32 - Renovation and construction of carbon- BMWE Implementation - Target achievement: not yet 0/3

neutral heating networks measurable

Budget subheading 04 - Education and childcare = Target achievement: notyet  0/9

infrastructure investments measurable

Budget item 685 41 - Digital Pact 2.0: digital teaching and BMBFSFJ Planning - Target achievement: not yet 0/3

learning measurable

Budget item 882 41 - Digital Pact 2.0: digital education BMBFSFJ Planning - Target achievement: not yet 0/3

infrastructure measurable

Budget item 882 42 - Child day care investment programme BMBFSFJ Planning - Target achievement: not yet 0/3
measurable

Budget subheading 05 — Research and development 47% Target achievement: medium 10/29

investments

Budget item 685 51 — Investments in the High-Tech Agenda-  BMFTR Planning 44% Target achievement: medium  2/3

strategic expansion of research ecosystems
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Budget subheading/item Ministries  Stage Progress and per-  Progress and performance Milestones for 2026
formance index development achieved as
as of 31 Dec. 2025 of 31 May 2026

Budget item 685 52 - Digital technology investments; Al BMAS Planning 0% Target achievement: none 1/3

research, Al implementation and Al transfer in human factors

engineering

Budget item 685 53 - Systematic recording and opening of BMLEH Planning - Target achievement: not yet -

research infrastructures in the fields of agricultural, food and measurable

nutrition sciences

Budget item 685 54 — Investments in the science and research BMFTR Planning - Target achievement: not yet -

system - strategic expansion of research ecosystems measurable

Title 686 51 - Strategic research area social policy research - BMAS Planning 90% Target achievement: full 1/3

strengthening research infrastructure

Budget item 892 51 - Digital infrastructure for distributed data BMWE Planning 0% Target achievement: none 1/4

processing and Al

Budget item 892 52 - Investments in the infrastructure of BMWE Planning - Target achievement: not yet 0/2

public-benefit industrial research facilities measurable

Budget item 893 51 - Transfer initiative for energy innovations; BMWE Planning 0% Target achievement: none 2/3

geothermal energy exploration initiative

Budget item 894 51 - Investments in the high-tech agenda - BMFTR Planning 19% Target achievement: low 2/3

infrastructure development

Budget item 894 52 - Investments in national space BMFTR Planning 19% Target achievement: low 1/3

infrastructure

Budget item 894 53 - Development of Al living labs and BMG Planning - Target achievement: not yet 0/3

sovereign health data infrastructure
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Budget subheading/item Ministries  Stage Progress and per-  Progress and performance Milestones for 2026
formance index development achieved as
as of 31 Dec. 2025 of 31 May 2026

Budget item 894 54 - Development of food systems research BMLEH Planning - Target achievement: not yet 0/2

hubs/consortia in Germany measurable

Budget item 894 55 — Investments in the science and research BMFTR Planning 0% Target achievement: none -

system - strategic expansion of infrastructure

Budget item 894 56 — Federal government and Ldnder BMFTR Planning - Target achievement: not yet -

construction initiative for research facilities; accelerated measurable

construction initiative for universities

Budget subheading 06 - Digitalisation investments 57% Target achievement: medium 9/35

Budget item 532 60 - Digitalisation of the judiciary BMJV - Target achievement: not yet -
measurable

Budget item 532 61 - Contracts and services in the area of BMLEH Planning 37% Target achievement: medium  1/3

information technology

Budget item 532 64 - Digitalisation of the public BMDS Implementation 69% Target achievement: high 0/3

administration: European identity ecosystem / EUDI Wallet

Budget item 532 65 - Digitalisation of the public BMDS Implementation 3% Target achievement: low 1/3

administration: citizens’ account / infrastructure

Budget item 532 66 — Digitalisation of the public BMDS Implementation 3% Target achievement: low 1/3

administration: modernisation of the register regime

Budget item 532 67 — Digitalisation of the public BMDS Planning 52% Target achievement: medium  1/3

administration: transformation / services in the area of

information technology

Budget item 532 68 - Digitalisation of the public administration BMAS Planning 16% Target achievement: low 0/1
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Budget subheading/item Ministries  Stage Progress and per-  Progress and performance Milestones for 2026
formance index development achieved as
as of 31 Dec. 2025 of 31 May 2026

Budget item 532 69 - Digitalisation of the federal revenue BMF Planning - Target achievement: not yet 1/3

administration measurable

Budget item 685 61 — Work-and-Stay Agency BMAS Planning - Target achievement: not yet 0/3
measurable

Budget item 812 63 - Investments in the digitalisation of the BMF Planning - Target achievement: not yet 0/3

federal revenue administration measurable

Budget item 892 61 — Support for the expansion of mobile BMDS Implementation 6% Target achievement: low 1/3

communications networks within the limits of the competitive

and regulatory framework

Budget item 892 62 - Microelectronics for digitalisation BMWE Implementation - Target achievement: not yet 0/1
measurable

Budget item 894 61 Support for the nationwide broadband BMDS Implementation 59% Target achievement: medium  2/3

expansion

Budget item 894 62 - Digitalisation of emergency services BMG Planning - Target achievement: not yet 1/3
measurable

Budget subheading 07 - Housing construction investments? 72% Target achievement: high 2/12

Budget item 891 71 - Investment grants for accessibility and BMWSB Planning - Target achievement: not yet 1/3

ageing-in-place renovations

measurable

25 In departure from the general methodology for progress and performance monitoring, target achievement at the output, outcome and, where applicable, impact levels for the budget
items in budget subheading 07 (with the exception of budget items 893 77 and 891 71) relates to single-year rather than multi-year targets as the funding programmes are to be
consolidated into a single funding programme from 2027. This should be borne in mind when interpreting the results, and particularly when comparing with other budget subheadings.
The aim is to unify the methodology for subsequent monitoring reports.
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Budget subheading/item Ministries  Stage Progress and per-  Progress and performance Milestones for 2026
formance index development achieved as
as of 31 Dec. 2025 of 31 May 2026
Budget item 893 71 - Climate-friendly new construction in the  BMWSB Implementation 42% Target achievement: medium  0/1

low-cost segment - residential buildings with small and
medium-sized units

Budget item 893 72 - Climate-friendly new construction BMWSB Implementation 84% Target achievement: high 0/1
Budget item 893 73 — Conversion of commercial property to BMWSB Planning 0% Target achievement: none 1/2
housing
Budget item 893 74 — Promotion of home ownership for BMWSB Implementation 69% Target achievement: high 0/1
families
Budget item 893 75 - “Jung kauft Alt”: government funding BMWSB Implementation 14% Target achievement: low 0/1

programme for families who purchase older properties in need
of renovation

Budget item 893 77 - Renovation of women’s refuges BMWSB Planning - Target achievement: not yet 0/3
measurable

Budget subheading 08 - Sports infrastructure investments 90% Target achievement: full 5/7

Budget item 893 81 - Renovation of local authority sports BMWSB Planning 90% Target achievement: full 2/3

facilities

Budget item 893 82 - Grants for the construction and BKAmt Planning - Target achievement: not yet 3/4

equipment of elite sports facilities measurable
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