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DECREE
PROMULGATING THE LAW ON IMMOVABLE PROPERTY TAX 

I hereby promulgate the Law on Immovable Property Tax, adopted by the 26th Parliament of Montenegro on its Fourth sitting of the First regular (spring) session in 2019, on 4 April 2019.

Number: 01-632/2
Podgorica, 10 April 2019
President of Montenegro
Milo Đukanović, m.p.


Pursuant to Article 82 item 2 of the Constitution of Montenegro and the Amendment IV paragraph 1 to the Constitution of Montenegro, the 26th Parliament of Montenegro, at the Fourth sitting of the First regular (spring) session in 2019 on 4 April 2019, adopted the 


LAW ON IMMOVABLE PROPERTY TAX
(Official Gazette of Montenegro, No 25/2019 of 30 April 2019, 49/2022 of 6 May 2022)


General Provisions

Article 1

This law governs the core elements of the immovable property tax.

The local self-government unit shall introduce the immovable property tax by means of its regulation.

Article 2

Revenues from the immovable property tax belong to the local self-government unit in which territory the immovable property is located.


Object of Taxation
Article 3

The immovable property located in the territory of Montenegro shall be subject to the immovable property tax, unless exempted by this Law. 

The immovable property referred to in paragraph 1 of this Article shall be deemed to be: 
· Land (buildable, forest, agricultural and other);
· Building structures (business, residential, residential-business, structures under construction, ancillary, temporary immovably structures, and other structures);
· Separate parts of a residential building (apartments, business premises, basements, non-residential premises, garages or garage parking spots and other).

Buildings and other building structures owned separately from land, as well as dwelling and business units of buildings, may be taxed separately.


Taxpayer
Article 4

The taxable person of the immovable property tax shall be the owner of the immovable property registered in the immovable property cadastre or another immovable property records (business books, registries, notary writs and other) on 1st January of the year for which the tax is assessed. 

If several persons have co-ownership over the same immovable property, the taxable person of the immovable property tax shall be each of such persons in proportion to his share.

If several persons have joint ownership over the same immovable property, each of such persons shall be the taxable person of the immovable property tax in equal shares.

Notwithstanding paragraph 1 of this Article, if the owner of immovable property is unknown, has not been determined or has deceased, or has ceased to exist, the user of such immovable property shall be the taxable person of the immovable property tax.

The taxable person of the immovable property tax for a building structure or separate parts of a residential building that is not registered in the immovable property cadastre shall be a person that has made the application for construction, owner of land in case the application for construction was not made, and owner or user of illegally constructed structure on the land in the State ownership, or unless otherwise proved in the process of assessing the immovable property tax.  If the application for construction is filed by several persons, the taxable person of the immovable property tax shall be each of those persons in equal shares, unless otherwise stipulated by a contract.

The taxable person of the immovable property tax that was acquired based on a contract on fiduciary transfer of ownership rights or a contract on financial leasing for the duration of the contract, shall be the fiduciary transferor of the ownership right or lessee.

In the event of termination of the contract referred to in paragraph 6 of this Article, the taxable person of the immovable property tax shall be fiduciary transferee or lessor.

Notwithstanding paragraph 1 of this Article, the taxable person of the immovable property tax shall also be the user of the immovable property in the State ownership registered in the immovable property cadastre as the holder of right to use and right of permanent use of the immovable property, except for the right to use the immovable property based on the long-term lease.


Tax Base
Article 5

The base of the immovable property tax shall be the market value of the immovable property.

The market value of the immovable property shall be the value of that immovable property on 1st January of the year for which the tax is assessed.


Criteria for Determining the Immovable Property Market Value
Article 6

The basic criteria for determining the immovable property market value shall be:
1) Average market price for m2 of the immovable property;
2) indented use of the immovable property;
3) size of the immovable property;
4) location of the immovable property;
5) quality of the immovable property; and
6) other elements that may have influence on the immovable property market value.


Market Value of the Immovable Property
Article 6a

Market value of immovable property (building structure) shall be determined by multiplying an average market price for m2 of the building structure, depending on the intended use, with the size of the building structure (expressed in m2), and after that adjusted with a coefficient for location of the building structure, coefficient for quality, and reduced depending on the age of the structure.

Market value of immovable property (land) shall be determined by multiplying an average market price for m2 of the land, depending on the intended use, with the size of the land (expressed in m2), and after that adjusted with a coefficient for location of the land, and coefficient for quality.


Average Market Price for m2 of the Immovable Property
Article 6b

The average market price for m2 of the land shall be determined based on:
· average market price for m2 of the land in the local self-government unit published by the administration authority in charge for the statistics affairs (hereinafter referred to as the Administration) for a year preceding the year for which the tax is assessed, or
· data on price for m2 of the land in a contract on purchase and sale of land for previous three fiscal years provided to the local self-government unit by the administration authority in charge for the tax collection affairs by 31 January of the current year, based on a representative sample which covers data from at least three contracts on purchase and sale of land from the territory of the local self-government unit.

Notwithstanding paragraph 1 of this Article, if the market price for m2 of the land cannot be determined in the manner referred to in paragraph 1 of this Article, the average market price for m2 of the land shall be determined by an authorised expert for appraisal of immovable property.

The average market price for m2 of a building structure shall be determined for:
1) residential structure based on data on:
· average market price for m2 of the newly constructed residential structure in the local self-government unit published by the Administration for a year preceding the year for which the tax is assessed, or
· average market price for m2 of the newly constructed residential structure in Montenegro unit published by the Administration for a year preceding the year for which the tax is assessed and which may be corrected with municipal coefficients in the range from 0.10 to 2.00, for the local self-government units for which the average market price for m2 of the newly constructed residential structure is not published;
2) business and residential-business structure so that the average market price for m2 of the residential structure in the local self-government unit may be corrected with coefficient in the range from 0.10 to 2.00;
3) structures under construction, ancillary, non-residential, temporary immovably structures and other structures so that the average market price for m2 of the residential structure in the local self-government unit may be corrected with coefficient in the range from 0.10 to 2.00.

If based on the data of the Administration the average market price for m2 of the immovable property is increased by more than 20% compared to the previous year, a municipality may determine the tax base based on the average market price for m2 of the immovable property for three years preceding the year for which the tax is assessed, and which is published by the Administration.


Size of the Immovable Property
Article 6c

The market value of the immovable property shall be determined based on the size of the immovable property which represents the area of the immovable property expressed in m2, which is registered in the single public record of immovable property (hereinafter referred to as the immovable property cadastre), or in other records on immovable properties (business books, registers, notary writs, and other).

Notwithstanding paragraph 1 of this Article, if the records referred to in paragraph 1 of this Article do not contain data or of the data does not correspond to the actual state in the field, the size of the immovable property shall be determined in the process of assessing the tax liability, in accordance with the law governing the tax administration.


Location of the Immovable Property
Article 6d

The market value of the immovable property shall be determined based on the location (zone) of the immovable property, so that the average market price of the immovable property may be corrected with the location coefficient in the range from 0.10 to 5.00.


Quality of the Immovable Property
Article 6e

The market value of the immovable property shall be determined based on the quality of the immovable property, or the elements that increase or reduce the value of the immovable property so that the average market price of the immovable property may be corrected with the coefficient, and so for:
· buildable land, depending on the degree of equipping with municipal utilities, with coefficient in the range from 0.10 to 3.00;
· agricultural and other land, depending the [cadastral] culture of land recorded in the immovable property cadastre, with coefficient in the range from 0.10 to 3.00;
· building structures and separate parts of a residential building, depending on the degree of equipping with municipal utilities, type of construction – solid construction, prefabricated, number of floors of the building structure, and similar, with coefficient in the range from 0.10 to 3.00.


Other Elements that May Impact Market Price of the Immovable Property
Article 6f

The market value of the immovable property shall be reduced by 1.00% for each year of the age of the structure, of the year from the latest reconstruction.

The market value of the immovable property referred to in paragraph 1 of this Article may be reduced maximum by 60% of the value of the structure.


Assessing the Base for Tax on the Immovable Property kept in Business Books
Article 6g

The base for the immovable property tax for taxable person of the tax on immovable property kept in business books shall be assessed so that the value stated in its business books is taken as the market value of that immovable property, in accordance with the regulations governing the accounting (fair value), with balance as of 31 December of the year preceding the year for which the immovable property tax is assessed.

If the taxable person of the immovable property tax does not state the value of immovable property in business books in accordance with paragraph 1 of this Article, or fails to file a tax return, the immovable property tax shall be calculated in accordance with Articles 6a and 6b of this Law, or the law governing the tax administration.

Exceptionally, if the tax base cannot be determined in the manner referred to in paragraph 2 of this Article, the base of the immovable property tax shall be determined based on the appraisal of the authorised expert for immovable property appraisal.


Tax Liability Incurrence

Article 7

The immovable property tax liability shall incur on 1st January of the year for which the tax is assessed.

The local administration authority in charge of affairs of assessing, collecting and controlling local public revenues (hereinafter referred to as the competent local administration authority) shall determine the immovable property market value referred to in paragraph 1 of this Article.

For the purpose of determining the incurrence of the tax liability, notaries, courts and other state authorities shall be obliged to provide documents (contracts, decision and other) to the local self-government unit where the immovable property is located, based on which the ownership on immovable property is acquired or changed, within ten days following the day the contract or another legal transaction is entered into, or within ten days following the day a decision becomes final and non-appealable.

Article 8

In the event a force majeure (drought, flood, fire, earthquake...) affects the damage of immovable property, the competent local administration authority may re-evaluate, independently or at a taxpayer’s request, the market value of the immovable property referred to in Article 7 of this Law. 


Tax Rates

Article 9

The immovable property tax rate shall be flat and range from 0.25% to 1.00% of the immovable property market value.

Article 10

Notwithstanding Article 9 of this Law, the immovable property tax rate shall be: 
1) for secondary residential building or apartment in the range from 0.3% to 1.5%;
2) for illegally constructed building:
· resolving a housing issue in the range from 0.3% to 1.5%,
· not resolving the housing issue in the range from 0.3% to 2%;
3) for undeveloped buildable land in the range from 0.3% to 5%.

Article 11

Secondary residential building within the meaning of this Law shall be deemed to be a residential building or apartment not being a habitual residence or permanent place of residence of the taxpayer.

Secondary residential building within the meaning of this Law shall also be deemed to be a residential building or apartment owned by a legal person.

Secondary residential building within the meaning of this Law shall not be deemed to be a residential building or apartment of the taxpayer which is his only residential building or apartment on the territory of Montenegro, provided that the taxpayers has registered habitual residence or permanent residence on the territory of Montenegro.


Tax Relives
Article 12

The immovable property tax on residential buildings or apartments that serve to a taxpayer as the habitual residence or place of permanent residence shall be reduced by 20% for the taxpayer and 10% for each member of his household, but not exceeding 50% of the tax liability.

The tax rate may be reduced compared to the tax rate determined in accordance with Article 9 of this Law for the hospitality industry facility, and so for the hospitality industry facility
· 3*** category – up to 15%;
· 4**** category – up to 30%;
· more than 4**** category – up to 70%.

The tax rate may be reduced compared to the tax rate determined in accordance with Article 9 of this Law up to 90% of the tax liability for immovable properties owned or used by a person registered in the registry of agricultural producers, a legal person and an entrepreneur engaged in production, upgrade, packaging or processing of agricultural products produced in Montenegro, and are used for pursuit of this activity.




Tax Exemptions
Article 13

The immovable property tax shall not be paid for:
1) state-owned immovable property used by state bodies, organisations and offices, bodies of the local self-government unit and organisations providing public service for functions for which they are established;
2) immovable property owned by the Central Bank of Montenegro;
3) immovable property owned or used by accredited consular and diplomatic representative offices, if the immovable property is used for such purposes and under the condition of reciprocity;
4) immovable property owned by international organisations if envisaged so by a treaty;
5) immovable property declared, in accordance with the law, to be cultural monuments, except those used for housing;
6) immovable property owned by religious organisations used for religious purposes;
7) immovable property owned by non-governmental organisations used for functions for which they are established;
8) public roads, streets, squares, and parks, ports, railroads and airports, protected and protective forests, and national parks.

The exemptions referred to in paragraph 1 of this Article shall be exercised provided that the immovable property is not used for generating income in the market.

The immovable property tax shall not be paid on building structures and separate parts of a residential building owned by a natural person as an investor, which are not intended for sale and which are registered in the immovable property cadastres as “buildings under construction” by 31 December of the year in which the deadline for completion of works registered in the G Sheet of the immovable property cadastre lapses, or by 31 December of the year in which a period of five years of submitting the construction application lapses for buildings for which a deadline for completion of works is not registered in the G Sheet of the immovable property cadastre. 

The immovable property tax shall not be paid on building structures and separate parts of a residential building owned by an investor which is registered in business books as “investment in progress” or “finished goods inventory” and which are intended for sale, by 31 December of the year in which the period of three years following the day of submitting the construction application lapses.

A legal or natural person for which the economic activity of construction of residential and non-residential buildings is registered in the Central Registry of Economic Entities and which is registered in the immovable property cadastre as the owner of the immovable property with grounds for acquiring “construction” shall be entitled to the tax exemption referred to in paragraph 4 of this Article.

The immovable property tax shall not be paid in the case when total tax base, for all immovable properties of a specific taxpayer, does not exceed the amount of 5,000 euro and if that immovable property is not used for generating income.


Tax Period
Article 14

The period for assessment of the immovable property tax shall be a calendar year.


Assessing and Paying the Tax
Article 15

The immovable property tax shall be assessed by way of a decision of a competent local government authority by 30th April of the current year.

The taxpayer shall pay the immovable property tax in two equal instalments of which the first falls due on 30th June and the second on 31st October of the year for which the tax is assessed.


Tax Return
Article 16

Owner or user if the immovable property referred to in Article 4 of this Law shall be obliged, within 30 days following the day of acquiring the immovable property, to submit to a competent local government authority a tax return for assessing the immovable property tax for that year.

The taxable person of the immovable property tax that keeps business books shall be obliged to submit to the competent local government authority by 31st March of the calendar year the tax return for assessing the immovable property tax for that year.

If the immovable property is located on the territory of two or more local self-government units, the taxpayer shall submit, in accordance with paragraphs 1 and 2 of this Article, the tax returns to the competent local government authorities of those local self-government units.

The taxpayer shall be obliged to enter in the tax return accurate and complete data for assessing the immovable property tax.

The competent local government authority shall stipulate the form and contents of the tax return referred to in paragraph 1 of this Article.




Obligations of the Authority in Charge of Real Estate
Article 17

The state administration authority in charge of real estate shall be obliged to submit data on immovable properties ownership as of 1 January of the current year, kept with that authority, to a competent local government authority by 31st January of the current year.


Obligations of Local Self-government Units
Article 18

The local self-government unit shall be obliged to:
1) determine the market value of immovable property;
2) determine rates of the immovable property tax;
3) perform activities of assessment, control and collection of the immovable property tax;
4) keep the register of taxable immovable properties;
5) regularly align the status of its immovable property register with the immovable property register kept by the state administration authority in charge of immovable property;
6) provide the Ministry with the data related to assessment and collection of the immovable property tax, as needed, but not less than once a year.

The Ministry shall stipulate the form and content of the register referred to in paragraph 1, item 6 of this Article.


Oversight 
Article 19

The Ministry shall exercise oversight over implementation of this Law. 


Application of Regulations Mutatis Mutandis
Article 20

The provisions of the law governing the tax procedure shall apply mutatis mutandis in respect of tax procedure and other matters not specifically governed by this Law (appeal procedure, inspection control, enforced collection, interest, sureties...).


Penalty Provisions

Article 21

A pecuniary penalty in the amount ranging from 2,000 euro to 6,000 euro shall be imposed for an offence on a notary if fails to submit documents (contracts, decision and other) to the local self-government unit where the immovable property is located, based on which the ownership on immovable property is acquired or changed, within ten days following the day the contract or another legal transaction is entered into, or within ten days following the day the decision becomes final and non-appealable (Article 7 paragraph 3).

Article 22

A pecuniary penalty in the amount ranging from 250 euro to 1,000 euro shall be imposed for an offence on a responsible person of the court or the state authority if fails to submit documents (contracts, decision and other) to the local self-government unit where the immovable property is located, based on which the ownership on immovable property is acquired or changed, within ten days following the day the contract or another legal transaction is entered into, or within ten days following the day the decision becomes final and non-appealable (Article 7 paragraph 3).

Article 23

A pecuniary penalty in the amount ranging from 2,000 euro to 20,000 euro shall be imposed for an offence on the taxpayer-legal person, if:
1) fails to pay the tax liability in two equal instalments and so the first until 30th June and the second until 31st October of the year for which the tax is assessed (Article 15, paragraph 2);
2) fails to submit, as the owner or user of immovable property referred to in Article 4 of this Law, to the competent local government authority the tax return for assessing the tax within 30 days following the day the immovable property is acquired (Article 16, paragraph 1);
3) fails to submit to the competent local government authority the tax return for assessing the tax for that year by 31st March of the calendar year (Article 16, paragraph 2);
4) for immovable property located on territory of two or more local self-government units, fails to submit to competent local government authorities of such local self-government units tax returns in accordance with Article 16 paragraphs 1 and 2 of this Law (Article 16, paragraph 3);
5) enters incorrect and incomplete data for assessing the immovable property tax in the tax return (Article 16, paragraph 4).

A pecuniary penalty in the amount ranging from 250 euro to 2,000 euro shall also be imposed for an offence on a responsible person in the legal person.

Article 24

A pecuniary penalty in the amount ranging from 500 euro to 3,000 euro shall be imposed for an offence on the taxpayer-entrepreneur, if:
1) fails to pay the tax liability in two equal instalments and so the first until 30th June and the second until 31st October of the year for which the tax is assessed (Article 15, paragraph 2);
2) fails to submit, as the owner of immovable property, to the competent local government authority the tax return for assessing the tax within 30 days following the day the immovable property is acquired (Article 16, paragraph 1);
3) fails to submit to the competent local government authority the tax return for assessing the tax for that year by 31st March of the calendar year (Article 16, paragraph 2);
4) for immovable property located on territory of two or more local self-government units, fails to submit to competent local government authorities of such local self-government units tax returns in accordance with Article 16 paragraphs 1 and 2 of this Law (Article 16, paragraph 3);
5) enters incorrect and incomplete data for assessing the immovable property tax in the tax return (Article 16, paragraph 4).

Article 25

A pecuniary penalty in the amount ranging from 250 euro to 2,000 euro shall be imposed for an offence on the taxpayer-natural person, if:
1) fails to pay the tax liability in two equal instalments and so the first until 30th June and the second until 31st October of the year for which the tax is assessed (Article 15, paragraph 2);
2) fails to submit, as the owner of immovable property, to the competent local government authority the tax return for assessing the tax within 30 days following the day the immovable property is acquired (Article 16, paragraph 1);
3) for immovable property located on territory of two or more local self-government units, fails to submit to competent local government authorities of such local self-government units tax returns in accordance with Article 16 paragraphs 1 and 2 of this Law (Article 16, paragraph 3);
4) enters incorrect and incomplete data for assessing the immovable property tax in the tax return (Article 16, paragraph 4).


Regulations for Implementation of the Law
Article 26

Regulations for implementation of this Law shall be adopted no later than within six months following the day this Law enters into force.


Transitional Provisions

Article 27

Provisions of Article 10 paragraph 1 item 2 of this Law shall apply from the day of entry into force of a municipal regulation on determining the fee for use of space for illegally constructed buildings for the territory of the municipally for which is being adopted.



Article 28

Provisions of Article 13 paragraph 3 of this Law for construction buildings for which a decision on issuing a building permit in accordance with the Law on Spatial Development and Construction of Structures (Official Gazette of Montenegro, No 51/08, 34/11, 35/13 and 33/14) was adopted shall apply within the period of five years as of the day of the decision on issuing the building permit became final and non-appealable.

Provisions of Article 13 paragraph 4 of this Law for construction buildings for which a decision on issuing a building permit in accordance with the Law on Spatial Development and Construction of Structures (Official Gazette of Montenegro, No 51/08, 34/11, 35/13 and 33/14) was adopted shall apply within the period of three years as of the day of the decision on issuing the building permit became final and non-appealable.

Article 28a

Provisions of Articles from 6 to 6g of this Law shall apply in terms of assessing the market value of immovable property for taxpayers for whom the immovable property tax liability is not yet assessed, as well as for the procedures not completed with a final and non-appealable decision.


Final Provisions

Article 29

A of the day this Law enters into force, the provisions of the Law on Immovable Property Tax (Official Gazette of the Republic of Montenegro, No 65/01 and 69/03 and Official Gazette of Montenegro, No 75/10, 9/15 and 44/17) shall be repealed.

Article 29a

A of the day this Law enters into force, the provisions of the Decree on Important Criteria and the Methodology for Determining the Market Value of Immovable Property (Official Gazette of Montenegro, No 32/21, 132/21, and 16/22) shall be repealed.

Article 30

This Law shall enter into force on the eighth day following the day of its publication in the Official Gazette of Montenegro.


Number: 16-2/18-2/7
EPA: 619 XXVI
Podgorica, 4 April 2019

26th Parliament of Montenegro 
The Speaker of the Parliament
Ivan Brajović, m.p.


NOTE:

The consolidate text of the Law does not include the following provision of the Law Amending and Supplementing the Law on Immovable Property Tax (Official Gazette of Montenegro, No 49/2022 of 06 May 2022):

"Article 5
This Law shall enter into force on the eighth day following the day of its publication in the Official Gazette of Montenegro.”
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