Official Gazette of Montenegro, No 36/13		[unofficial translation]

Pursuant to Article 95 item 3 of the Constitution of Montenegro I hereby enact

DECREE
PROMULGATING THE LAW ON TAX ON IMMOVABLE PROPERTY TRANSACTIONS
(Official Gazette of Montenegro, No 36/13 of 26 July 2013)

I hereby promulgate the Law on Tax on Immovable Property Transactions, adopted by the Parliament of Montenegro on its eighth sitting of the first regular (spring) session in 2013, on 9 July 2013.

Number: 01-1375/2
Podgorica, 19 July 2013
President of Montenegro
Filip Vujanović, m.p.


Pursuant to Article 82 paragraph 1 item 2 and Article 91 paragraph 2 of the Constitution of Montenegro, the 25th Parliament of Montenegro on its eighth sitting of the first regular (spring) session in 2013, on 9 July 2013, adopted


LAW ON TAX ON TURNOVER OF IMMOVABLE PROPERTY

I	BASIC PROVISIONS

Article 1

This Law governs the obligation of payment and the manner of calculation of the tax on immovable property transactions.

Article 2

(1) Revenues from the tax on immovable property transactions shall belong to the Budget of Montenegro, budgets of local self-government units and the Equalization Fund, in proportion 10% : 80% : 10%.

(2) Revenues referred to in paragraph 1 of this Article in the amount of 10% that belong to the Budget of Montenegro shall be used for:
· Financing of cultural heritage protection, in accordance with an annual program of cultural heritage protection adopted by the Government of Montenegro upon a proposal of the state administration authority competent for culture affairs;
· Remuneration of world class athletes, pursuant to obtained opinion of the state administration authority competent for sport affairs;
· Scholarships/stipends for young scientists and researchers upon a proposal of the state administration authority competent for science affairs, with a mandatory notification to the parliamentary committee of the Parliament of Montenegro.

(3) The state administration authority competent for finance affairs (hereinafter referred to as the Ministry of Finance) shall stipulate the manner of distribution of revenues referred to in paragraph 2 of this Article.

Article 3

National and foreign legal and natural persons shall be equal with respect to payment of tax on immovable property transactions, unless otherwise determined by an international agreement. 



II	SUBJECT OF TAXATION AND TAXBLE PERSON

Article 4

(1) Immovable property transactions shall be subject to taxation.

(2) Immovable property transactions, within the meaning of this Law, shall be deemed any acquisition of ownership right over immovable property in Montenegro.

(3) Acquisition of ownership right over immovable property, within the meaning of paragraph 2 of this Article, shall be deemed: purchase and sale, exchange, inheritance, gift, inclusion and exclusion of immovable property in/from a business organization, acquisition of immovable property under the liquidation or bankruptcy proceeding, acquisition of immovable property based on a decision of a court or other competent authority, as well as other manner of acquisition of immovable property. 

Article 5

(1) The immovable property, within the meaning of this Law, shall be deemed to imply land and building structures.

(2) The land referred to in paragraph 1 of this Article shall be deemed to imply: agricultural, buildable and other land.

(3) Building structures referred to in paragraph 1 of this Article shall be deemed to be: buildings and parts of building, irrespective of their purpose. 

(4) Building structures referred shall not be deemed to be ancillary buildings and temporary buildings of pre-assembled nature (stands, storerooms and similar).

Article 6

Immovable property transactions, within the meaning of this Law, shall not be deemed to imply the acquisition of newly built building structures that are subject to payment of the value added tax in accordance with the law governing the value added tax.

Article 7

(1) The taxpayer of the tax on immovable property transactions shall be the acquirer of the immovable property. 

(2) The taxpayer of the tax on immovable property transactions in case of exchange of immovable property shall be each participant in the exchange. 

(3) The taxpayer of the tax on immovable property transactions, in case of acquisition of co-ownership right over an immovable property, shall be each acquirer of the immovable property in proportion to its share. 

Article 8

(1) The taxpayer of the tax on turnover of immovable property in case of inheritance shall be the heir.  

(2) If the heir, during the probation proceeding, renounces his/her inheritance or cedes inheritance to another co-heir, shall not pay the tax under this Law, on inheritance he/she is renouncing or part of inheritance he/she is ceding .

(3) The taxpayer of the tax on immovable property transactions in case of gift or other form of acquisition of immovable property without compensation shall be a person receiving the gift or other person acquiring the immovable property without compensation. 

(4) The taxpayer of the tax on immovable property transactions, in case when the immovable property is acquired based on a contract on whole-life support, shall be the acquirer of the immovable property (provider of whole-life support). 



III	TAX BASE AND TAX RATE

Article 9

(1) The tax base of the tax on immovable property transactions shall be the market value of immovable property at the moment of its acquisition.

(2) The market value of immovable property, within the meaning of paragraph 1 of this Article, shall be the price of the immovable property achieved or is achievable on the market at the moment of its acquisition.  ‘

(3) The market value of the immovable property referred to in paragraph 2 of this Article shall be determined based on the documents on acquisition of the immovable property.

(4) In case of acquisition of immovable property with compensation, the tax base for the tax on immovable property transactions shall be the total amount of the compensation paid or provided for the transfer of ownership right over the immovable property.  

(5) The total amount of the compensation referred to in paragraph 4 of this Article shall be deemed to be payment in money, in things, in services, debts taken over from the previous owner, ceding of other immovable property, things or rights and other, or payment made by the acquirer or another person on behalf of the acquirer for acquisition of the immovable property.

(6) In case of exchange of immovable property, the tax base shall be determined for each participant in the exchange according to the market value of the immovable property that is subject to exchange. 

(7) If co-owners acquire co-ownership parts of the immovable property, the tax base shall be determined separately for each co-owner according to the market value of the part of the immovable property being acquired. 

Article 10

(1) If the price referred to in the document on acquisition of immovable property is lower than the market one or is not stated in the document on acquisition of immovable property, the state administration authority competent for tax affairs (hereinafter referred to as the competent tax authority) shall determine the market value of the immovable property by appraisal method using market prices at the time of occurrence of the tax liability.

(2) The appraisal of the market value of immovable property referred to in paragraph 1 of this Article shall be carried out by an authorised officer of the competent tax authority based on comparative data on market value trends of similar immovable properties from the same area and at the same time.

(3) If comparative data referred to in paragraph 2 of this Article are not accessible, the appraisal of the market value of immovable property shall be determined by an expert with an authorise appraiser license, as determined by the competent tax authority.

(4) Notwithstanding paragraph 1 of this Article, if the immovable property is acquired through a public auction sale process or in an bankruptcy proceeding, the total amount of compensation shall be deemed to be all payments or payouts made by the acquirer of the immovable property in order to acquire the immovable property.


Article 11

The rate of the tax on immovable property transactions shall be flat and shall amount to 3% of the tax base. 



IV	TAX EXEMPTIONS

1.	General Exemptions
Article 12

(1) The tax on immovable property transactions shall not be paid by:
1) the State authorities, State administration authorities, the local self-government authorities and local government authorities, public institutions, and funds and foundations, Red Cross and other humanitarian organizations founded on the basis of special regulations;
2) diplomatic and consular representative offices of foreign countries accredited in Montenegro, under reciprocity conditions and international organizations which are under an international agreement exempted from payment of the tax on immovable property transactions; 
3) persons acquiring immovable property in the procedure of restitution of the taken away immovable property and in the procedure of implementing  agrarian policy measures;
4) persons, citizens of Montenegro of legal age, with habitual residence on the territory of Montenegro, purchasing for a first time a dwelling building or apartment, for the purpose of resolving dwelling needs, but not exceeding 20m2 per a household member, provided that they do not have a dwelling building or apartment in their ownership on the territory of Montenegro;
5) persons acquiring immovable property based on the contract on whole-life support, who are first-degree heirs of the person giving the immovable property;
6) persons acquiring separate parts of the immovable property in respect of termination of the co-ownership or division of ownership over immovable property, up to the amount of the value of their co-ownership or joint ownership prior to termination of the co-ownership or division; 
7) non-governmental organizations for immovable property acquired as to serve for performance of program activities they are founded for;
8) persons acquiring immovable property in an expropriation procedure or another procedures of taking away immovable property for exercising public interest (construction of residential and business buildings, and similar);
9) banks, when the ownership right over the immovable property secured under a fiduciary right or mortgage is transferred to the bank as a creditor and when the ownership right over the immovable property is acquired in exchange for a receivable in the procedure of collecting receivables under approved loans and in the reorganisation procedure of the bank’s debtor in accordance with regulations governing the bankruptcy, provided that the acquired immovable properties of the bank are sold within three years as of the day of acquisition.

(2) The household of acquirer of an apartment or dwelling building, within the meaning of paragraph 1 item 4 of this Article, shall be deemed a community of life, economic activity and spending of revenues of the acquirer of dwelling building or apartment, his/her spouse, his/her children, acquirer’s adoptees, children of his/her spouse, adoptees of his/her spouse, acquirer’s parents, his/her adoptive parents, parents of his/her spouse, adoptive parents of his/her spouse, with the same address of residence as is of the acquirer of dwelling building or apartment.

(3) The competent tax authority shall keep records on contracts on purchase and sale of or dwelling building or apartment where the right to tax exemption is determined, in accordance with paragraph 1 item 4 of this Article, on the amount of the tax on immovable property transactions that was not paid due to the tax exemption, on acquirers of the first apartment and on members of their household for whom the right to tax exemption was used, as well as on sale of the immovable property that a bank, as creditor, has acquired pursuant to fiduciary right or mortgage, in the process of collecting receivables under approved loans and in the reorganisation procedure of the bank’s debtor.


2.	Tax Exemptions for Inclusion of Immovable Property in a Business Organization
Article 13

(1) Tax on immovable property transactions shall not be paid when the immovable property is included in a business organization as an initial investment or for increasing core capital in accordance with the Law on Business Organizations. 

(2) Tax on immovable property transactions shall not be paid in the case when the immovable property is acquired in the procedure of merger by acquisition, merger by creation and by division of business organizations that are performed in accordance with the Law on Business Organisation.


3. Tax Exemption in Case of Inheritance, Gift and Other Cases of Acquisition of Immovable Property without Compensation 
Article 14

(1) The tax on immovable property transactions in case of inheritance, gifts and other cases of acquisition of immovable property without compensation shall not be paid by:
1) first-degree heir, spouse or parent of the testator, or the first-degree person receiving the gift and the spouse of the person giving the gift;
2) heir, or the person receiving the gift who is an agricultural producer of the second-degree who is inheriting or receiving as a gift property that serves him/her for performing agricultural activities, if he/she lived with the testator, or the person giving the gift in the same household for no less than three years continuously prior to the death of the testator, or receipt of the gift;
3) heir, or the second-degree person receiving the gift – for one inherited, or as gift received apartment, if he/she lived in the same household with the testator, or the person giving the gift for the period of no less than one year prior to the death of the testator, or the receipt of the gift;
4) ex spouses when dividing joint property due to divorce of marriage; 
5) person receiving the gift – for property ceded to him/her in the probate proceeding that he/she would inherit if the heir-the person giving the gift renounced the inheritance;
6) Montenegro as a legal heir;
7) non-governmental organizations for immovable property received as a gift or immovable property obtained without compensation, which serve them for performance of program activities they are founded for.

(2) If the heir, or the person receiving the gift referred to in paragraph 1 Item 2 of this Article changes job prior to expiry of 5 year period from the day of inheriting, or receiving the property as gift, he/she shall be obliged to submit a return on the change of the job to the competent tax authority within 15 days as of the day when such change occurs. 

(3) In case referred to in paragraph 2 of this Article the heir, or the person receiving the gift shall pay the tax on inheritance and gift according to the rates referred to in Article 11 of this Law. 



V	OCCURRENCE OF TAX LIABILITY AND TAX ASSESSMENT

Article 15

(1) Tax liability shall occur on the day of conclusion of the contract, or other legal transaction, which implies acquisition of the immovable property. 

(2) If the subject matter of the contract referred to in paragraph 1 of this Article is a future immovable property, the tax liability shall occur as of handover or vesting in the immovable property. 

(3) If the immovable property is acquired based on a decision of a court or another competent authority, the tax liability shall occur on the day when such decision becomes final and non-appealable. 

(4) If the immovable property is acquired based on the contract on whole-life support, the tax liability shall occur on the day of death of the person receiving the support (provided of immovable property).

(5) Courts, other competent authorities and public notaries shall be obliged to submit decisions from within their competence based on which the change of owners of immovable property is done or engrossments of document on legal transaction subject to taxation to the competent tax authority and tax authority of the local self-government in the territory where the immovable property is located within 15 days upon the expiry of the month in which the decision became final and non-appealable or the day the engrossment on legal transaction subject to taxation is made, in accordance with the regulations governing general administrative procedure.

(6) If the contract on acquisition of immovable property or decision of the court or decision of the authority competent of surveying and cadastre is not submitted to the competent tax authority or is submitted in an untimely manner, shall be deemed that the tax liability has occurred as of the day the competent tax authority is aware of the immovable property acquisition.

Article 16

(1) The taxpayer shall be obliged to calculate the tax on immovable property transactions in a tax return that is submitted to the competent tax authority within 15 days from the day of the tax liability occurrence.

(2) The taxpayer shall state in the tax return the amount of the tax on immovable property transactions assessed by applying the rare referred to Article 11 of this Law on the price from a document on the immovable property acquisition.

(3) The taxpayer shall submit the contract or other document on the immovable property acquisition, along with the tax return referred to in paragraph 1 of this Article.

(4) The taxpayer shall pay the liability along with the submission of the tax return. 

(5) The Ministry of Finance shall stipulate the form and contents of the return for tax on immovable property transactions . 

Article 17

If the taxpayer fails to lodge the tax return within the deadline referred to in Article 16 paragraph 1 of this Law or lodges inaccurate or incomplete tax return, the competent tax authority shall lodge the tax return and asses the tax liability in accordance with the law governing the tax procedure.

Article 18

(1) Person who pays the tax on immovable property transactions, interest, enforced collection costs or pecuniary fines that was not obliged to pay, shall be entitled to a refund of the paid or overpaid amounts.

(2) Refund of paid or overpaid amount referred to in paragraph 1 of this Article shall be performed at request of the taxpayer, within 15 days from the day of submission of the request. 


Article 19

Termination of the contract on acquiring ownership right over immovable property by consent of parties to the contract within 90 days as of the day of the contract is concluded, and prior to registration in the immovable property cadastre, as well as termination or cancelation of the contract by court ruling shall represent reasons for repeating the tax liability assessment procedure.

Article 20

Provisions of the law governing the tax procedure shall apply accordingly in respect of tax refund, interest, statute of limitations, enforced collection and other matters not specifically regulated by this Law.



VI	SUPERVISION

Article 21

The Ministry of Finance shall supervise the implementation of this Law. 



XII	PENALTY PROVISIONS

Article 22

(1) A pecuniary fine from 1,000 euro to 10,000 euro shall be imposed on a legal entity for an offence, if fails to make the self-assessment of the tax immovable property transactions in the tax return, fails to lodge the tax return to the competent tax authority within 15 days as of the tax liability occurrence and fails to pay the tax liability at the same time with lodging the tax return (Article 16 paragraphs 1 and 4).

(2) A pecuniary fine from 200 euro to 1,000 euro shall also be imposed on the responsible person in the legal entity for the offence referred to in paragraph 1 of this Article.

(3) A pecuniary fine from 800 euro to 6,000 euro shall be imposed on an entrepreneur for the offence referred to in paragraph 1 of this Article.

Article 23

A pecuniary fine from 1,000 euro to 10,000 euro shall be imposed on a natural person, if fails to make the self-assessment of the tax immovable property transactions in the tax return, fails to lodge the tax return to the competent tax authority within 15 days as of the tax liability occurrence and fails to pay the tax liability at the same time with lodging the tax return (Article 16 paragraphs 1 and 4).

Article 24

A pecuniary fine from 250 euro to 1,000 euro shall be imposed on the responsible person in the court, other state authority or public notary, if fails to submit the decision on the change of the ownership over the immovable property or engrossments of document on legal transaction subject to taxation, to the competent tax authority and tax authority of the local self-government in the territory where the immovable property is located within 15 days upon expiry of the month in which the decision became final and non-appealable or the day the engrossment on legal transaction subject to taxation is made (Article 15, paragraph 5). 



XIII	TRANSITIONAL AND FINAL PROVISIONS

Article 25

Enabling regulations for implementation of this Law shall be adopted within 90 days as of the day this Law enters into force.

Article 26

Procedures for the tax liability assessment commenced prior to the commencement of application of this Law shall be completed under this Law if so are more favourable for the taxpayer.

Article 27

On the day this Law commences with application, provisions of the Law on Tax on Immovable Property Transactions (“Official Gazette of the Republic of Montenegro”, No 69/03 and Official Gazette of Montenegro, No 17/07), the Rulebook on the Form and Contents of the Return for Immovable Property Transactions Tax (Official Gazette of the Republic of Montenegro, No 11/04) and Article 133 of the Law Amending and Supplementing the law stipulating pecuniary fines for offences (Official Gazette of Montenegro, No 40/11), shall be rescinded.

Article 28

This Law shall enter into force on the eighth day following the day of its publication in the Official Gazette of Montenegro, and shall apply from 1 January 2014.


Number 16-02/13-6/11
EPA 173 XXV
Podgorica, 9 July 2013

25th Parliament of Montenegro
Speaker of the Parliament
Ranko Krivokapić, m.p.
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