Volume 2-Section 7-Tax and Custom Arrangements

VOLUME 2

SECTION 7

TAX AND CUSTOMS ARRANGEMENTS
Instruction to Contractors on VAT/customs exemption for EC-funded projects

General information about the legal basis and procedures for tax exemption

The list of the major referential documents:

For VAT exemptions are applicable Law on Value Added Tax ("Official Gazette of Montenegro" No. 65/01, 12/02, 38/02, 72/02, 21/03, 76/05, 04/06, 16/07, 73/10, 40/11, 29/13, 9/15, 53/16, 1/17, 50/17 with addenda, if any) and Rulebook on the procedure for exempting investors and supply of certain products from value added tax ("Official Gazette of Montenegro", 17/15 and 68/15 with addenda, if any).
For Customs exemptions applicable national law is Customs Law (“Official Gazette of Montenegro" No. 7/02, 38/02, 72/02, 21/03, 29/05, 66/06, 21/08, 39/11, 40/11, 28/12, 62/13, 71/17 with addenda, if any) and Instruction on terms and procedure of exercising the right to customs exemptions ("Official Gazette of Montenegro" No. 20/15 and 9/18 with addenda, if any).
As for excise, the Excise law ("Official Gazette of Montenegro" No. 65/01, 76/05, 76/08, 50/09, 78/10, 61/11, 28/12, 38/13, 45/14, 1/17, 50/17, 55/18, 76/20, with addenda if any) and the Rulebook on the manner of exercising the right to excise and VAT exemptions for diplomatic and consular representation offices and international organisations ("Official Gazette of Montenegro" No. 34/10 with addenda, if any) apply.
Nota bene: The Contractor shall be deemed to have checked the locally applying technical and administrative conditions and laws before submitting the Tender. 
Considering the sources of financing of this contract (donor funds up to the amount of EUR 7,638,000.00 and the national budget for the amount exceeding EUR 7,638,000.00 and up to the total amount for performed works) the method of calculating and paying VAT in Interim Payment Certificates will be as follows:

- For Interim Payment Certificates up to the cumulative total amount of EUR 7,638,000.00 (donor funds) the Contractor will not calculate and pay VAT;

- For Interim Payment Certificates over the cumulative total amount of EUR 7,638,000.00 (donor funds) and up to the total amount of performed works according to the contract in question, the Contractor will calculate and pay VAT. 
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