
ANNUAL REPORT

2
0

0
6

Republic of Montenegro
Ministry of Finance





REPUBLIC OF MONTENEGRO

MINISTRY OF FINANCE

ANNUAL REPORT

2006



Annual report of the Ministry of Finance/2006.

CONTENTS

2

EDITORIAL 

- Editor, Ana Miljanić

BUDGET OF THE REPUBLIC OF MONTENEGRO 

FOR 2007

– Ivana Vuletić, Coordinator, Budget Policy and Procedures

Department,  

- Slobodanka Popović, Coordinator, Budget Operations

Department

TAX LEGISLATION ACTIVITIES IN THE YEAR 2006

- Sector for Tax and Customs System 

- Koviljka Mihailović, Assistant to the Minister

- Ružica Bajčeta, Senior Advisor

ACTIVITIES AND RESULTS OF THE 

TAX ADMINISTRATION IN THE YEAR 2006

Director of the Tax Administration, Mirjana Pešalj

ACTIVITIES AND RESULTS OF THE CUSTOMS 

ADMINISTRATION IN 2006

– Director of the Customs Administration, Miodrag

Radusinović 

SECTOR FOR BUDGET 

- Nikola Vukićević, M.A., Deputy Minister

- Slobodanka Popović, Coordinator of the Department for

Budget Operations

- Stanko Jeknić, ph.D., Coordinator of the Department for

Macroeconomic Analysis and Cooperation with

International Institutions

MEMBERSHIP OF THE REPUBLIC OF MONTENEGRO IN

THE INTERNATIONAL FINANCIAL ORGANIZATIONS –

– Department for International Cooperation and EU

Integrations

- Jadranka Radunović, Coordinator of the Department

4-5

6-12

13-14

15-19

20-24

25

26-27

CONTENTS



Annual report of the Ministry of Finance/2006.

CONTENTS

3

28-29

30

31-34

35-40

41-43

44-50

51-56

MONTENEGRO'S MEMBERSHIP IN THE

INTERNATIONAL MONETARY FUND AND WORLD BANK

- PR Service, Ana Miljanić, Spokesperson, 

- Biljana Bataković, asistent to the spokesperson

MONTENEGRO IN PARTNERSHIP FOR PEACE  

- TRANSPARENCY OF THE DEFENCE BUDGET 

- Predrag Stamatović, Advisor of the Minister  

- Mijajlo Savović, MA, Advisor for the Defence Budget

LEGISLATIVE ACTIVITY OF THE MINISTRY OF

FINANCE DURING THE YEAR 2006

- Ana Miljanić, Spokesperson

KEY ACTIVITIES OF THE MINISTER OF 

FINANCE IN 2006

- PR Service, Ana Miljanić, Spokesperson, 

- Biljana Bataković, asistent to the spokesperson

PUBLIC DEBT OF THE REPUBLIC OF MONTENEGRO

AS OF DECEMBER 31ST 2006

Department for Debt Managment, Indebtedness

Analyzing, Cash Management and International Relations -

Nemanja Pavličić, Coordinator of the Department

CONSOLIDATED PUBLIC SPENDING 

IN MONTENEGRO IN THE PERIOD I - XII 2006

MACROECONOMIC ANALYSIS AND INTERNATIONAL

COOPERATION DEPARTMENT 

Stanko Jeknić, ph.D., Coordinator of the Department

Radovan Živković, independent advisor

Vladislav KaradŽić, independent advisor

CONSOLIDATED PUBLIC EXPENDITURE PLAN 

OF MONTENEGRO FOR 2007

MACROECONOMIC ANALYSIS AND INTERNATIONAL

COOPERATION DEPARTMENT 

Stanko Jeknić, ph.D., Coordinator of the Department

Radovan Živković, independent advisor

Vladislav KaradŽić, independent advisor

ANNUAL  REPORT
2006

PPUUBBLLIISSHHEERR::  
RReeppuubblliicc  ooff  MMoonntteenneeggrroo

MMiinniissttrryy  ooff  FFiinnaannccee

FFOORR  PPUUBBLLIISSHHEERR::  
IIggoorr  LLuukkššiićć,,  PPHH..DD..

EEDDIITTOORR--IINN--CCHHIIEEFF::  
AAnnaa  MMiilljjaanniićć

AASSSSIISSTTEENNTT  EEDDIITTOORR--IINN--CCHHIIEEFF::
BBiilljjaannaa  BBaattaakkoovviićć

EEDDIITTOORRIIAALL  BBOOAARRDD::
AAnnaa  MMiilljjaanniićć

KKoovviilljjkkaa  MMiihhaaiilloovviićć
mmrr  MMiilloorraadd  KKaattnniićć

KKrrssttoo  RRaacckkoovviićć

TTRRAANNSSLLAATTOORR::  
JJeelleennaa  ČČaađđeennoovviićć

DDEESSIIGGNN::  
AAddiill  TTuuzzoovviićć

CCOONNTTAACCTT::  
PPRR  ooffffiiccee  ooff  tthhee  

MMiinniissttrryy  ooff  FFiinnaannccee
TTEELL::  

++338811  8811  222244  558811
FFAAXX::  

++338811  8811  222244  445500
EE--MMAAIILL::  

mmff@@mmnn..yyuu
WWEEBB::  

wwwwww..mmiinniissttaarrssttvvoo--ffiinnaannssiijjaa..vvllaaddaa..ccgg..yyuu
AADDRREESSSS::  

SSttaannkkaa  DDrraaggoojjeevviiććaa  bbrr  22,,  
PPooddggoorriiccaa

PPRRIINNTT::  
GGrraaffoottiissaakk

CCOOPPYYEESS::  
440000

Republic of Montenegro
Ministry od Finance



Annual report of the Ministry of Finance/2006.

Introduction

4

In addition to the fact that
Montenegro has become a mem-
ber of the OSCE, the United Na-
tions and the Partnership for Pea-
ce in a very short period after revi-
val of its statehood on 21 May
2006, it has also got membership
into the most important interna-
tional financial institutions - Euro-
pean Bank for Reconstruction
and Development EBRD as of 3
June 2006, International Moneta-
ry Fund and World Bank as of 18
January 2007, which is by all me-
ans, the outcome of the stabile
macroeconomic policy and an im-
portant precondition for accelera-
ting of the total economic deve-
lopment.   

Reforms of the budget system
were continued in 2006, so that in
Law on Budget of the Republic of
Montenegro for 2007, there has
been introduced a Capital Budget
as an integrated part of the annual
Law on budget and it was presen-
ted for the first time separately
from the current budget. Program-

me budget has been enlarged and
implemented at 17 budget users.
The aim of policy of public expen-
diture in 2006 was predominantly
funding of the obligations based
on the state debt, rationalisation
of the public expenditure and effi-
cient tax payment, while high le-
vel of the current revenues and
budget surplus enabled payment
of all obligations from previous
years.  Economic policy of the Go-
vernment of the Republic of Mon-
tenegro as well as aims establis-
hed by the Economic Reforms
Agenda are directed towards furt-
her increase of GNP (gross natio-
nal product), employment, crea-
ting  conditions for foreign invest-
ments and public expenditure de-
crease  in GNP. 

General data on GNP, estima-
ted GNP value and average annual
rates also indicate stabile trend of
economic growth in period from
the year 2003.   

The existing tax laws got chan-

DEAR READERS,

EDITORIAL
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ged in 2006, while some tax laws
were passed, and that way all the
key aims in the tax policy sphere
in 2006 were accomplished, and
they were oriented, above all, to-
wards adjustment of our tax legis-
lation to the International stan-
dards and EU directives, as well as
realization of the Economic Re-
forms Agenda orientation in
terms of tax obligations decrease,
especially regarding employees'
salaries. 

In addition to the Work Pro-
gramme for 2006 and regulations
that followed Economic Reforms
Agenda, there were also realized
and published many projects con-
tributing general public informa-
tion on overall activities of the Mi-
nistry of Finance and also some
working performance segments,
as are: quarter Bulletins, which
include capital reports - on public
debt, macro-fiscal situation  and
trends, actual changes of legisla-
tion, principal projects and actual

information on preparation and
regulation of Montenegro mem-
bership in international financial
institutions. 

We published Guide through
the Tax Law of Montenegro - elec-
tronic edition, in which a legisla-
tion review is given, with appro-
priate annotations for simpler un-
derstanding of some tax models
basic characteristics, and the ex-
panded edition of the Tax Guide
will be published in February
2007, which will include series of
changes that took place in 2006.  

First edition of the Annual Re-
port is a review of the key activities
within all sectors in 2006, and at
the same time it's a result of the te-
am work of the Ministry of Finance
employees. We believe that the
content will draw attention of the
professional and general public.   

Editor
Ana Miljanić

Ministry of Finance
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At the Session held on 27 De-
cember 2006, the Parliament
of the Republic of Montene-

gro adopted the 2007 Budget Law
("Official Gazette of RM" 81/06). The
Law determines the Budget revenues
to the amount of 616,86 mil.eur ,
which are distributed as follows: Cur-
rent Budget to the amount of 582,95
mil.eur and Capital Budget to the
amount of 33,91 mil.eur.

As compared with the previous
year, planned 2007 Budget is increa-
sed by 16,06%. Such increase in Bud-
get was mostly influenced by the
change of state status of the Republic
of Montenegro and takeover of tasks
and liabilities which were delegated to
the former State Union level. In addi-
tion to this, new laws governing sala-
ries and other earnings of state officia-
ls, MPs, employees and civil servants
led to significant increase in gross ear-
nings and other earnings in 2007.  In-
troduction of Capital Budget contribu-
ted to increase in capital budget ex-
penditures, mainly due to introduc-
tion of project loans which have not
been disclosed so far in the Republic
Budget Law.

1. MACROECONOMIC

FRAMEWORK AND

PUBLIC EXPENDITURE

Economic policy of the Govern-
ment of the Republic of Montenegro
and objectives set under the Economic
Reform Agenda are aimed at further
increase in GDP; increase in employ-
ment in real sector and reduction of
number of employees in public sector;
improvement of balance of payments;
creation of stabile macroeconomic fra-
mework and conditions for foreign in-
vestments; reduction of public expen-
diture share in GDP; affirmation of pri-
vate ownership and entrepreneurship
economy in real sector.  The economic
policy and objectives set under the
Economic Reform Agenda were star-
ting point for preparation of the 2007
Budget, influencing allocation of
funds per public spending sectors. Ba-
sic fiscal policy parameters were adjus-
ted to the frameworks and objectives
agreed with the IMF, World Bank and
harmonized with the EU Directives.    

Projections of the public spending

in 2007 were based on data about the
trends in GDP and trends in public ex-
penditure in the period from 2001 to
2006. Public expenditure policy in
2007 was based on projections of fis-
cal potentials of Montenegro and ma-
croeconomic trends determined un-
der the Economic Reform Agenda.

Data about the trends in GDP were
taken from analysis prepared by the
IMF, EU and the Ministry of Finance.
According to the data, GDP and avera-
ge annual rates show a stabile trend of
economic growth in the period from
2003. These projections indicate that
nominal growth rate will be 8,22%. For
2007, growth rate was projected to be
9,56 %, and GDP-  2.004,mil.eur. 

Projected GDP for 2006 was to the
greatest extent influenced by the level
of public expenditure, including trends
in revenues in the previous period with
their monthly execution per year.   

Budget of the Republic of
Montenegro for 2007

Slobodanka 
PopovićIvana Vuletić
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Projected public expenditure in
2007 is based on economic policy ob-
jectives for 2007, which include incre-
ase in employment; company restruc-
turing and privatization; reduction of
poverty and real growth of living stan-
dards. Main goals of public expendi-
tures include increase in budgetary
revenues; more rational spending of
the Government and HIF Budget
and more intensive reforms in the
field of judiciary, education and pu-
blic administration. 

Upon second consolidation, rela-
tive share of projected public expen-

ditures in GDP will amount 42,85 %
of GDP in the following year. The rea-
son for increase in public expenditu-
re share is introduction of capital
budget and takeover of international
and other liabilities from the former
State Union level. In 2007, capital bud-
get will be implemented to the amo-
unt of 33.91mil.eur, which is earmar-
ked for infrastructure projects and
disclosed separately from the current
budget. With its exclusion, public ex-
penditure share in GDP will be redu-
ced to  41,16%. 

Consolidated Budget expenditures

were projected to the amount of
578,26 mil.eur, which accounts for
28,86 % of projected GDP.  Expenditu-
res of the Pension and Disability Insu-
rance Fund (Fund PIO) amount 200,71

mil.eur, out of which 136,38mil.eur is
related to source revenues of the Fund
PIO, while  64,34 mil.eur is related to
transfers from the Republic Budget.
Expenditures of the Health Insurance
Fund (HIF) are projected to the amo-
unt of 115,92 mil.eur or 5,78 % of GDP,
which will be ensured from: health ca-
re contributions to the amount of
80,59 mil.eur; transfers from the Repu-
blic Budget to the amount of 6,88
mil.eur; and transfers  from the Fund
PIO to the amount of 27mil.eur. Fund
PIO expenditures are planned to the
amount of 19,21 mil.eur and will be en-
sured from current revenues to the
amount of  12, 64 mil.eur and from the
Republic Budget transfers to the amo-
unt of  6,57 mil.eur.  Local self-govern-
ment expenditures are projected to
amount   93,7 mil.eur, out of which
1,98 mil will be provided from the Re-
public Budget transfers.    

Public revenues for 2007 are pro-
jected to the amount of 909,10 mil.eur
and are higher by  10,44% as compa-
red with projections for 2006. Increa-
se in projected source revenues in
2007 is a result of positive trends in
collection of VAT, international trade
and transaction tax, charges, fees and
other revenues. The largest part of re-
venues will be ensured from taxes to
the amount of 576,49 mil.eur,  contri-
butions - 222,89 mil.eur, fees - 31,72
mil.eur,  charges - 46,35 mil.eur and
other revenues to the amount of
29,96 mil.eur. However, income from
taxes shows significantly faster dyna-
mics of growth than income from
contributions, fees, charges and other
revenues.  

Projected public expenditure
surplus in 2007 is 12,07mil.eur, which
accounts for  0.60% of projected GDP.
In the surplus structure, Budget surp-
lus is 10,73 mil.eur, while municipality
surplus amounts 1,34 mil.eur. These
projections exclude possible additio-
nal use of the privatization receipts
for investments in infrastructure.

2. REVENUES OF THE

REPUBLIC BUDGET

FOR 2007

Projections of the Republic Budget
Revenues for 2007 have been based on:
revenues which were realized in pre-
vious years and in the first nine months
of 2006; projected  increase in GDP;
increase in retail prices; and projected
fiscal impact of new regulations to be
applicable in 2007. 

Based on the above parameters,
current Budget revenues in 2007 (ex-
cluding privatization receipts, dona-
tions, loans and credits) are projec-
ted to amount 583,49 mil. eur, which
is by 19,55 % higher than planned in
2006. Projected increase in current
Budget revenues is based on positive
trends in collection of VAT, Interna-
tional Trade and Transactions Tax,
charges and other revenues. Net ne-
gative fiscal impact of implementa-
tion of proportional rate of 15% on
personal income tax in 2007 will
amount  3,8 mil.eur. Such projected
budget revenues for 2007 will in-
fluence budget expenditures, which
will have a positive effect on increa-
se in GPD, increase in employment
in real sector and which will be used

1 Konsolidovanu potrošnju budžeta Republike čine ukupni izdaci umanjeni za izdatke po osnovu otplate dugova rezidentima, nerezidentima, neizmirenih
obaveza iz predhodnih godina i stare devizne štednje. 

Insurance

Fees
Taxes

Charges
Other revenues
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for servicing legal and contracted lia-
bilities.

2007 Budget revenues are projected
to the amount of 616,86 eur  as follows:
current revenues to the amount of
583,48 mil.eur; receipts from the sale of
property to the amount of 11,39 mil.eur;
receipts from credit repayment to the
amount of 5.07mil.eur; donations to the
amount of 0.60mil.eur and loans and
credits to the amount of 15,87 mil.eur.

Current revenues are provided from
the taxes to the amount of 528.48mil.eur;
fees-  20.12 mil.eur; charges- 18,64
mil.eur; other revenues - 16,02 mil.eur.
Projected surplus amounts 10,73 mil.eur
and will be used for debt repayment and
capital budget financing. 

22..11  TTaaxxeess

Projections of the Republic Budget
taxes for 2007 have been based on: re-
venues which were realized in previo-
us years; projected nominal growth of
GDP by about 9,5%; increase in retail
prices; and projected fiscal impact of
new regulations to be applicable in
2007.

PPeerrssoonnaall  IInnccoommee  TTaaxx  in 2007 is
planned to the amount of 66,12 mil.
eur, which is by 6,05 % lower than
planned for 2006. Projected reduction
of the personal income tax is a result

of implementation of proportional
tax rate to the amount of 15%. 

CCoorrppoorraattee  IInnccoommee  TTaaxx  is planned
to the amount of 15,03 mil. eur, which
is by 6,30 % lower than planned for
2006. Projected reduction is a result

of lower collection in 2006 due to im-
plementation of 9% tax rate and cal-
culated tax advances of the taxpayers. 

PPrrooppeerrttyy  TTaaxx  oorr  ccaappiittaall  ttrraannssffeerr
ttaaxx  is planned to the amount of 5,93
mil. eur, which is by 2,41 times higher
than planned for 2006. Planned
increase was based on positive trend
in collection of property tax during
2006. Income from property tax co-

llection is used for general purposes
and is divided between the Republic
Budget (50%) and municipal budgets
(50%).  

VVAATT  is planned to the amount of
297,14 mil. eur, which is by  36,27 %
higher than planned for 2006. The
plan was based on positive trend in
VAT collection from 2004. Increase in
VAT collection during  2006 is mainly

result of increase in import of goods.  

EExxcciisseess  are planned to the amount
of 79,35 mil.eur, which is slightly hig-
her than planned for 2006. It is a result

of lower collection of the tax in 2006.  

IInntteerrnnaattiioonnaall  ttrraaddee  aanndd  ttrraannssaacc--
ttiioonn  ttaaxx  is planned to the amount of
60,66 mil.eur., or by 46,0% higher than
planned in 2006. The increase in 2007
plan is a result of significantly higher
collection of customs duty in 2006 as
a result of significant increase in im-
port of goods (import was increased

by 30% for the first five months 2006,
as compared with the same period last
year). Based on planned trends in fo-
reign trade in 2007, stabilization of
achieved level of import and export is
expected.  

OOtthheerr  rreeppuubblliicc  ttaaxxeess are planned
to the amount of 4,48 mil.eur, which
is by 34,13 % higher than planned for
2006 as a result of positive trends in
collection of these revenues in 2006. 

22..22  FFeeeess

Planned collection of income
from fees in 2007 amounts 20,12 mil.
eur, which is by 90,71%  higher than
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the amount planned in 2006. The lar-
gest portion of revenues stems from
collection of administrative fees and
duties to the amount of 14,25 mil.eur.
Increase in plan is primarily result of
increased collection of court fees in

2006 as compared with the plan for
2006 ( for the first 9 months, collec-
tion amounted 4,03 mil. eur,  as com-
pared with 1,68 mil.eur that was pro-
jected for the entire year)  Amount of
5,51 mil. eur was planned in 2007 as a
result of replacement of IDs, pas-
sports, vehicle licenses and registra-
tion plates.

22..33  CChhaarrggeess
Planned charges in 2007 amount

18,64 mil. eur. Road charges account
for 5,85 mil. eur; charges for organi-
zation of games of chance account

for 4,02mil.eur, environmental char-
ges account for 2,11 mil. eur; charges
for use of natural resources account
for 3,23  mil.eur; and charges for use
of resources of common interest ac-
count for 1,35mil.eur. Such increase
in plan is a result of significantly hig-
her collection of road charges and
charges for organization of games of
chance.

22..44  OOtthheerr  rreevveennuueess

Other revenues planned for 2006
amount 16,02 mil. eur. Income from fi-
nes and divested property benefits to
the amount of 8,03 mil.eur    has the lar-
gest share in other revenues planned for
2007; other revenues account for  4,31
mil.eur  and income from operations of
agencies accounts for 3,68 mil.eur. 

22..55  RReecceeiippttss  ffrroomm  tthhee  ssaallee  
ooff  pprrooppeerrttyy  

Receipts from the sale of property
are planned to the amount of 11,40 mil.
eur and will be partly used for capital
budget financing.

22..66  DDoonnaattiioonnss  

Donations are planned to the
amount of 0,6 mil. eur and are related
to integrated management of the Ska-
dar Lake Eco System.

22..77  LLooaannss  aanndd  ccrreeddiittss  

Such receipts are planned to the
amount of 4,87 mil.eur. According to
agreements signed with the World
Bank, approved funds to the amount
of 1,5 mil. eur are expected for the re-
form of the Pension and Disability In-

surance Fund; 1,22 mil.eur, for the re-
form of health system;  0,67 mil.eur for
the reform of education system; and
1,48 mil.eur loans for capital budget fi-
nancing.

22..88  PPrroojjeecctt  llooaannss  

Project loans are planned to the
amount of 11 mil.eur  and are related
to the EIB credit for reconstruction of
the Adriatic highway.  

3. EXPENDITURES OF THE

REPUBLIC BUDGET

FOR 2007

Expenditures presented under the
2007 Budget Law were planned to the
amount of 616.860.519,15 eur.  The ex-
penditures were planned in accordan-
ce with the Economic policy for 2007
and projected growth in GDP, and in
accordance with the objectives set un-
der the Economic Reform Agenda of
Montenegro. 

Increase in budget expenditures
share in GDP is planned in 2007. As
compared with 2006, total budget
expenses are higher by 16.06%. As
said earlier, such increase was main-
ly influenced by the change in the
state status of the Republic of Mon-
tenegro, i.e. takeover of tasks and li-
abilities from the former State
Union level. Moreover, new laws go-
verning salaries and other earnings
of state officials, MPs, employees
and civil servants led to significant
increase in gross salaries and other
earnings in 2007.  Introduction of
Capital Budget contributed to incre-
ase in capital budget expenditures,
mainly due to introduction of pro-
ject loans, which have not been dis-
closed so far in the Republic Budget
Law.

GDP

Expenditures
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33..11  CCuurrrreenntt  bbuuddggeett  eexxppeennddiittuurreess    

Current budget expenditures for
2007 were planned to the amount of
582.95mil.eur. In the expenditures struc-

ture, current expenditures account for
56.73%, social security transfers account
for 7.45%, transfers to institutions, indivi-
duals, NGOs and public sector account
for 20.57%, capital expenditures account
for 6.30%, dept repayment accounts for
6.98% and reserves account for 1.02%. 

Gross earnings and contributions
payable by employer (54,36%) account
for the largest part in ccuurrrreenntt  eexxppeennddiittuu--
rreess,,  while expenses for material and ser-
vices account for  21.68% in total current
expenditures. Funds for gross earnings
and contributions payable by employer
are projected to the amount of 179.79
mil.eur, which accounts for 29.14% of to-
tal projected expenditures for 2007, or
30.84% of total current budget expendi-
tures planned for 2007. FFuunnddss  ffoorr  ggrroossss
eeaarrnniinnggss  aanndd  ccoonnttrriibbuuttiioonnss  ppaayyaabbllee  bbyy
eemmppllooyyeerr  are related to financing of sa-
laries for 29.510 employees, out of
which the largest part is allocated for fi-
nancing the salaries of employees in in-
stitutions of elementary and secondary
education (11.402). Funds for gross ear-
nings and contributions payable by em-
ployer share in GDP is 8.97%.

EExxppeennsseess  ffoorr  mmaatteerriiaall  aanndd  sseerrvviicceess  are
planned to the amount of 71.72 mil.eur
and their share in total planned expendi-
tures for 2007 is 11.63%. The largest por-
tion of funds is allocated for financing of
contracted services - 46.40%,energy-rela-
ted expenditures -22.89 %  and expenses
for material - 15.49%. 

Funds planned for ccuurrrreenntt  mmaaiinnttee--

nnaannccee  amount 20.17 mil.eur and their
share in total planned expenditures for
2007 is 3.27%. The largest portion of
funds is allocated for public infrastructu-
re maintenance to the amount of 15.47

mil.eur as follows:  9.00 mil.eur  for regu-
lar maintenance of road infrastructure
and 6.45mil.eur for current maintenan-
ce of railway infrastructure.

Funds for iinntteerreessttss  were planned to
the amount of 19.68 mil.eur and their
share in total planned budget expendi-
tures for 2007 is 3.19%. The funds to the
amount of 18.00 eur are mainly earmar-
ked for settlement of due liabilities stem-
ming from foreign credits, as follows: 

• 12,13 mil.eur to the World Bank; 
• 4,00 mil.eur to the Paris Club cre-

ditors
• 1,74 mil.eur to the European In-

vestment Bank;
• 0.10 mil.eur to the Council of Eu-

rope Development Bank;
• 0.13 mil.eur to the International

Development Association (IDA)

SSuubbssiiddiieess  are planned to the amo-
unt of 8.26 mil.eur, and are related to
subsidies for production and service
rendering in agriculture, forestry and
water management; subsides in veteri-
nary for preventive measures; subsi-
dies in tourism; and subsidies for pro-
duction incentive.    

RRiigghhttss  iinn  tthhee  ffiieelldd  ooff  ssoocciiaall  sseeccuurriittyy
are planned to the amount of 35.37
mil.eur and their share in total plan-
ned expenditures for 2007 is 5.73%.
Planned funds are earmarked for:

• Realization of child's allowance
programs to the amount of 3.83
mil.eur. The Program covers social ca-
re for 18.189 beneficiaries; 

• War veterans and war disabled
persons' care to the amount of 7.50
mil.eur for 6930 entitled beneficiaries 

• Family allowance to the amount
of 11.32 mil. eur, for 12.521 families
with 38.304 members 

• Maternity leaves to the amount
of  6.13 mil. eur for about  5.700 enti-
tled beneficiaries;

• Home care and assistance  to the
amount of  3.45 mil.eur for about
6.600 beneficiaries;

• Meals for children in pre-school
institutions to the amount of 0.32
mil.eur;

• Support of inmates to the amo-
unt of 2.50 mil.eur (1400 inmates).

• Other rights in the field of social
security to the amount of 0.32 mil.eur,
which include insurance of priests to
the amount of 0.16mil. eur and insu-
rance of independent artists to the
amount of 0.16mil.eur.

RReedduunnddaannccyy  ffuunnddss  are planned to
the amount of 8.06 mil.eur  and their
share in total social security transfers is
18.55%. These funds are earmarked for:
fulfillment of liabilities under the Com-
pany Restructuring Program and Com-
panies under Privatization Program
(1.50mil.eur); rationalization of jobs at
the Police Administration (3.46
mil.eur); needs of the Ministry of De-
fense of Montenegro  (3.00mil.eur) and
Ministry of Education and Science
(0.10 mil.eur).

TTrraannssffeerrss  ttoo  iinnssttiittuuttiioonnss,,  iinnddiivviidduu--
aallss,,  NNGGOOss  aanndd  ppuubblliicc  sseeccttoorr  are plan-
ned to the amount of 119.90 mil.eur.
Transfers account for 19.43% in total
planned expenditures for 2007.

In the framework of these expendi-
tures, ttrraannssffeerrss  ttoo  ppuubblliicc  iinnssttiittuuttiioonnss  are
planned to the amount of 25.16 mil.eur
and account for 4.08% in total budget
expenditures planned for 2007. Funds
for transfers to the NGOs, political par-
ties and associations are planned to the
amount of 6.06 mil.eur  and account for
0.98% in total expenditures planned for
2007. Out of these funds, 2.35 mil is ear-
marked for financing of political par-
ties, which is in accordance with the
Law on Financing of Political Parties
("Official Gazette of RM ", No. .33/05,
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47/06). 2.40 mil is planned for financing
of plans and programs of organizations
dealing with social care; organizations
engaged in humanitarian operations;
organizations addressing problems
and needs of disabled persons; organi-
zations dealing with sports develop-
ment; organizations providing extra-in-
stitutional education of children and
youth; and organizations involved in
fight against drugs and other forms of
addiction, pursuant to the Law on Ga-
mes of Chance  ("Official Gazette of
RM" 52/04). TTrraannssffeerrss  ttoo  iinnddiivviidduuaallss  are
planned to the amount of 7.68 mil.eur
and account for 1.24% of total expendi-
tures planned for 2007. These funds are
earmarked for scholarships and bene-
fits to the best pupils and students; da-
mages for natural disasters; reparation
to persons deprived of liberty unfoun-
dedly;  one-off social welfare payments;
benefits for disabled persons in traffic;
recreation allowances for children from
the poorest families etc.  TTrraannssffeerrss  ttoo
tthhee  PPeennssiioonn  aanndd  DDiissaabbiilliittyy  IInnssuurraannccee
FFuunndd  are planned to the amount of
64.34 mil.eur and account for 10.43% in
total funds planned for 2007. Funds for
the Pension and Disability Insurance
Fund are earmarked for financing of
pensions exempted from the Republic
regulations; pensions realized pursuant
to the Law on Public Administration;
pensions for the members of the Minis-
try of Interior and Penitentiary Institu-
tion (ZIKS); and for covering the deficit
of the Fund PIO. TTrraannssffeerrss  ttoo  tthhee  HHeeaalltthh
IInnssuurraannccee  FFuunndd    are planned to the
amount of 6.88mil.eur and are earmar-
ked for financing the health care of
unemployed persons (3.87 mil.eur),
health care of refugees and IDPs (2.00

mil.eur) and capita expenditures finan-
cing (1.01mil.eur). TTrraannssffeerrss  ttoo  tthhee  EEmm--
ppllooyymmeenntt  AAggeennccyy    are planned to the
amount of 6.57 mil.eur for financing sa-
laries and other personal earnings of
trainees and for unemployment bene-
fits. TTrraannssffeerrss  ttoo  mmuunniicciippaalliittiieess    are
planned to the amount of 1.98 mil.eur,
and are earmarked for compensation
of damage caused by natural disaster
(0.30mil.eur),, inspection control in the
field of civil engineering (0. 07mil.eur)

and conditional grants (1.6 mil.eur).
TTrraannssffeerrss  ttoo  ppuubblliicc  ccoommppaanniieess  are plan-
ned to the amount of 1,24 mil.eur, for
the needs of the Railways of Montene-
gro  (1.00mil.eur) and for compensa-
tion of damage caused by natural disas-
ters (0.24 mil.eur) FFuunnddss  ffoorr  ccaappiittaall  eexx--
ppeennddiittuurreess  of the current budget are
planned to the amount of 36.72 mil.eur
and account for 5.95% in total funds
planned for the next year. In the frame-
work of capital expenditures of capital
budget, minor projects were presented,
failing to meet the capital budget crite-
ria. 

Expenses for infrastructure of
common interest are planned to the
amount of 1,29 mil.eur and account
for 3,51% in capital expenditures.

Funds for local infrastructure are plan-
ned to the amount of 7.02 mil.eur. The
largest portion to the amount of  5.12
mil.eur will be used for reconstruction
of streets in the towns of Cetinje, Bera-
ne, Ulcinj, Danilovgrad, Nikšić, Kola-
šin, Mojkovac, Pljevlja, Bijelo Polje and
Plav. Expenses for buildings are plan-
ned to the amount of 5.71 mil.eur, whi-
le expenses for procurement of equip-
ment are planned to the amount of
8.51mil.eur. Expenses for investment
maintenance are planned to the amo-
unt f 13.71 mil.eur, and are mainly rela-
ted to: investment maintenance of
roads to the amount of 2.00 mil.eur;
reconstruction and modernization of
regional and highway network to the
amount of 1.20 mil.eur; investment
maintenance of railways to the amo-
unt of 1.75 mil.eur; investment mainte-
nance of state-owned administrative
buildings to the amount of 1.00
mil.eur; reconstruction of heating sys-
tem in schools (2.30mil.eur); and re-
construction of centers of the Ministry

of Interior (2.20mil.eur).

LLooaannss  aanndd  ccrreeddiittss  are planned to
the amount of 5.50 mil.eur and account
for  0.89% in total expenditures plan-
ned for the next year. Loans and credits
to the non-financial institutions are
planned to the amount of 2.00 mil.eur,
mil.eur, credits to small and medium-si-
zed enterprises to the amount of 2.00
mil.eur, while student credits are plan-
ned to the amount of 1.50eur.

FFuunnddss  ffoorr  ddeebbtt  rreeppaayymmeenntt  are plan-
ned to the amount of 23.18 mil.eur, and
are earmarked for repayment of credits
and securities to the residents to the
amount of 8.00 mil.eur and repayment
of credit and securities to non-resi-



Annual report of the Ministry of Finance/2006.

Budget of the Republic of Montenegro

12

dents to the amount of 15.17 mil.eur.
Structure of liabilities is as follows:

• World Bank  9.10 mil.eur
• Paris Club creditors  1.55 mil.eur
• EIB /European Investment 
Bank/1.23 mil.eur
• Council of Europe Development 
Bank 0.55 mil.eur
• IFC 0.59 mil.eur
• Anglo Yugoslav Bank  0.40 mil.eur

The above expenses include liabili-
ties stemming form credit arrangements
for buildings planned under the public
works program, to the amount of 6,09
mil.eur, and repayment of debt of the
Secretariat for Development  stemming
from Agreement on Strategic Partner-
ship between the Government of Mon-
tenegro and Microsoft Corporation
(0.88 mil.eur) and Agreement on Imple-
mentation of Project "Population Cen-
tral Register" (1.12mil.eur); repayment of
debt of the Ministry of Education and
Science concerning the credit for procu-
rement of computer equipment for the
needs of elementary and secondary
education (0.98mil.eur), repayment of
debt for acquisition and adaptation of
business premises of the National Secu-
rity Agency (0.45 mil.eur) and business
premises of the Real Estate Agency (0.24
mil.eur). FFuunnddss  ffoorr  rreeppaayymmeenntt  ooff  gguuaa--
rraanntteeeess  are planned to the amount of
2,11 mil.eur, out of which 1.00mil.eur is
planned for repayment of local guaran-
tees and 1.11 mil.eur for repayment of
guarantees abroad.

FFuunnddss  ffoorr  ppaayymmeenntt  ooff  lliiaabbiilliittiieess
ffrroomm  pprreevviioouuss  yyeeaarrss    are planned to
the amount of 15.42 mil.eur and cover
payment of old foreign currency sa-
vings and payments on the basis of
executive court decisions wherein
subject matter  of charges incurred be-
fore current fiscal year. 

Reserve funds are planned to the
amount of 5.97mil.eur and account
for 0.96%  in total planned expenditu-
res. CCuurrrreenntt  bbuuddggeett  rreesseerrvveess  are plan-
ned to the amount of 4.97 mil.eur, whi-
le permanent reserves are planned to
the amount of 1.00mil.eur. Pursuant to
the Budget Law, these funds will be
used for urgent and unplanned ex-
penses incurred throughout the year. 

33..22  CCaappiittaall  bbuuddggeett  eexxppeennddiittuurreess  

Capital budget expenditures are
planned to the amount of 33,91 mil.eur,
which accounts for  1.69 % of GDP for
the next year. In the framework of the-
se funds, capital projects are planned
which will be implemented through
two institutions - Directorate for Traffic
and Directorate of Public Works, in ac-
cordance with adopted  centralized
model of capital budget implementa-
tion. Sources of capital budget finan-
cing in 2007 are: general revenues of
the Republic Budget to the amount of
22.21 mil.eur, earmarked revenues
stemming from environmental charges
to the amount of 0.70 mil.eur and EIB
credit to the amount of 11,00mil.eur. 

CCuurrrreenntt  eexxppeennddiittuurreess  of the capital
budget are planned to the amount of
1,38 mil.eur, or 4.08% of the capital bud-
get for 2007. These funds are distribu-
ted for expenses for material and servi-
ces to the amount of 0.76 mil.eur and lo-
cal taxes to the amount of 0.61 mil.eur.  

CCaappiittaall  eexxppeennddiittuurreess    are planned to
the amount of 32,53 mil.eur and account
for 95,9% in the capital budget of the Re-
public for the next year. The largest amo-
unt of 18,00 mil.eur is planned for iinnffrraa--
ssttrruuccttuurree  ooff  ccoommmmoonn  iinntteerreesstt  as follows:
construction of Risan - Grahovo - Žabljak
road to the amount of 7,00 mil.eur; con-
struction of the  III lane at the part of the
Kufin road to the amount of 3,00 mil.eur;
reconstruction of the "Vrmac" tunnel at
the regional road R-22, part of the Kotor

- Radanovići road to the amount of 2,00
mil.eur,; rehabilitation of tunnels, brid-
ges, land-slides, slopes, and walls along
roads and regional highways to the amo-
unt of 2,00mil.eur; and putting new as-
phalt layers along roads and regional
highways to the amount of 4,00 mil.eur.
The largest part of the funds will be pro-
vided from the EIB credit. EExxppeennsseess  ffoorr
bbuuiillddiinnggss    are planned to the amount of
13.81 mil.eur, and are planned for: con-
struction of new governmental building
to the amount of 2,00 mil.eur; comple-
tion of the Cultural Center  - Andrijevica
to the amount of  0,82 mil.eur; construc-
tion of Elementary School " M. Ivanović"
Biševo -Rožaje to the amount of  0,29
mil.eur; completion of the University ad-
ministration building - Podgorica to the
amount of 0,95 mil.eur; completion of
construction of Center for Criminalistics
Expertise and Training - Forensic Labora-
tory in Danilovgrad to the amount of
1,31mil.eur; completion of reconstruc-
tion and extension of the Public Health
Institute to the amount of 1,14 mil.eur;
Project "Transfusion Centers" to the amo-
unt of 0,45 mil.eur; state agencies buil-
ding to the amount of 1,83 mil.eur; Admi-
nistration building of the custom-house
Kotor to the amount of 0,22 mil.eur; Ju-
venile Prison, Prison for Women  and Re-
ception center for foreigners to the amo-
unt of 0,48 mil.eur; Department for exe-
cution of prison sentences up to 6
months and verdicts passed in misde-
meanor to the amount of 0,48 mil.eur
and Nursing Home in Bijelo - Polje to the
amount of  0,29 mil.eur.  EExxppeennsseess  ffoorr
llaanndd  ddeevveellooppmmeenntt  are planned to the
amount of 0,06 mil.eur, and are related to
land development after construction of
the Cultural Center in  Andrijevica, while
eexxppeennsseess  ffoorr  eeqquuiippmmeenntt    are planned to
the amount of 0,67 mil.eur, and are rela-
ted to furnishing and adaptation of the
Music Center and equipment to the
amount of 0,50 mil.eur and procure-
ment of equipment for the custom-hou-
se in Kotor to the amount of  0,10 mil.eur.

IVANA VULETIĆ, 

Coordinator, Budget Policy and

Procedure Department 

SLOBODANKA POPOVIĆ, 

Coordinator, Budget 

Operations Department 
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Basic tax policy aims in 2006 we-
re directed, first of all, to adjust-
ment of our tax legislation to

international standards and EU directi-
ves as well as to realization of the orien-
tations of the Economic Reforms Agen-
da, which envisage decrease of tax
obligations, especially regarding em-
ployees' salaries.  

In order to realize mentioned aims,
there were made changes of the exis-
ting ones as well as some new tax laws. 

RREEVVIIEEWW  OOFF  TTHHEE  MMOOSSTT  IIMMPPOORR--
TTAANNTT  CCHHAANNGGEESS  IINN  TTAAXX  LLEEGGIISSLLAA--
TTIIOONN  --  BBYY  PPAARRTTIICCUULLAARR  LLAAWWSS  

The most important changes made
by the LLaaww  oonn  CChhaannggeess  aanndd  AAmmeenndd--
mmeennttss  ttoo  tthhee  CCuussttoommss  LLaaww ("Official
Gazette of the Republic of Montene-
gro", no. 66/06), which resolutions star-
ted to be applied as of 1 January 2007,
refer to the following:

adjustment of the resolutions
concerning application of the customs
method for the imported goods evalua-
tion to the principles contained in Ge-
neral Agreement on Customs and Tra-
de (GATT), 

determination of the transaction
(customs) value of the goods, which is
imported on the renting or leasing ba-
sis and for which possibility of buying
is not envisaged by the Agreement,

regulating of special measures of
the customs supervision and customs
procedure for the goods that are used for
supplying of the international transporta-
tion facilities (maritime, air and rail),

abolishing of the export customs
(which could have been imposed by
the Government, according to the pre-

vious resolutions). By this resolution,
harmonization with the Law on Cus-
toms Tariff ("Official Gazette of the Re-
public of Montenegro", no. 75/05) is
done, which is actually adjusted to the
standards of the Harmonized System
(HS 2002), by which export customs
payment is not envisaged,  

application of preferential rules
on origin of the goods (of privileged
status), in the case when our country
gets this approval by the trade unions
members (EU, EFTA), 

reduction of the deadline for
acceptance of the customs declaration
by customs institutions (instead of pre-
vious deadline of five hours, customs
institution is obliged to accept immedi-
ately declaration for the goods delive-
red to the authorized customs house),  

definition of the border strip (5
km from the border line), and by this
resolution, citizens of Montenegro li-
ving in that strip are allowed to be
exempted of the import fees payment
for products of agriculture, livestock,
fishery, beekeeping and forestry obtai-
ned from their land property, which is
in adequate strip of a neighbouring
country, and it also refers breeding and
other products obtained by the lives-
tock, which is placed on these land pr-
operties due to the field work, pasture
and wintering,

definition of the deadline obso-
leteness of the customs debt payment
(right to pay customs debt becomes
obsolete within 3 years by counting
from the expire of the year when the
debt got started), with the fact that ab-
solute obsoleteness deadline for cus-
toms debt payment is 6 years,

deadline limitation (until 31 De-

cember 2007), by when duty free
shops can get opened at international
road border crossings. After that dead-
line, duty free shops can be opened
only at the airports and in the ports,
which are open for international trans-
portation, and

model for determination of the
compensation fee for working perfor-
mance of the customs institution,
which shall be determined depending
on the real costs of that institution, and
not according to the transaction value
of the goods, which is in line with the
Article VIII of the General Agreement
on Customs and Trade of the WTO
(GATT), on which basis customs and
trade fees as also compensation fees

Tax legislation 
activities 
in the year 2006

Koviljka Mihailović

Ružica Bajčeta
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cannot be determined in relation to the
goods value, but must express approxi-
mate real cost of the performed service.

The most important changes made
by the LLaaww  oonn  CChhaannggeess  aanndd  AAmmeenndd--
mmeennttss  ttoo  tthhee  PPeerrssoonnaall  IInnccoommee    TTaaxx  LLaaww
("Official Gazette of the Republic of
Montenegro", no. 78/06), which resolu-
tions started to be applied as of 1 Janu-
ary 2007,  refer to the following:

Tax rate decrease and instead of
the current progressive rates (15%, 19%
and 23%), an even (proportional) tax
rate of 9% is imposed, which will start
to be applied from 2010. As interim so-
lution, it is envisaged that tax rate for
2007 and 2008 amounts 15%, and for
2009 12%, 

Increase of the tax exempted an-
nual personal deduction from 780 eur
(65 eur per month) to 840 eur per year
(70 eur per month),

Abolishing of the tax payment obli-
gation on the basis of capital gains (based
on real estates and securities sale),  

Restriction of the income that is
tax exempted regarding personal inco-
me, and that "list" is mainly applied to
the incomes of social character and ca-
ses envisaged by the international
agreements and conventions.

New LLaaww  oonn  LLooccaall  CCoommmmuunnaall  TTaa--
xxeess ("Official Gazette of the Republic of
Montenegro", no. 27/06), which resolu-
tions started to be applied as of 1 Janu-
ary 2007, arranges basic elements for
local communal taxes payment (tax ba-
sis, taxpayer, continuation of the ac-
counting obligation etc.), while local
self-government by its own act determi-
nes value of the tax, tax privileges, and
tax accounting and payment method.
Municipality, in accordance with legis-
lation, can determine communal taxes
by following parameters: space of use,
time of use or in a fixed amount. Muni-
cipality decides on the local communal
taxes value depending on the type of
business, surface, location, i.e zone
where facilities are placed, or for the
performed services for which tax is
obliged to be paid. Also, by this Law,
municipalities are given possibility that
by the end of 2007 they can get tax pay-
ments on the basis of infrastructure fa-
cilities utilization (facilities used for po-

wer transmission, telecommunication
transfer, radio-diffusion etc.), and it
cannot exceed limited amount defined
by the related law.   

New LLaaww  TTaaxx  oonn  ggaammeess  ooff  cchhaannccee
aanndd  EEnntteerrttaaiinnmmeenntt  GGaammeess    ("Official Ga-
zette of the Republic of Montenegro",
no. 27/06), which resolutions started to
be effective as of 1 January 2007, deter-
mines basic elements (taxpayer, tax ba-
sis, tax rate ranges etc.) for tax obligation
imposing by municipalities. According
to the regulations of the mentioned law,
taxpayers obliged to pay tax on lottery
games are economic entities registered
in the authorized court, and which got
license for organizing of such games
from the Ministry of Finance. Taxpayers
obliged to pay tax on entertainment ga-
mes are legal entities and entrepreneu-
rs, that use machine slots for entertain-
ment games. Tax rate for organizing of
the lottery games (except slot machines
games), could amount up to 10% of the
concession compensation fee that is
paid for these games performance, and
which is regulated by the Law on Lotte-
ry Games ("Official Gazette of the Repu-
blic of Montenegro", no. 52/04). 

For slot machines lottery games per-
formance, tax could amount up to
20eur per slot machine, while for enter-
tainment games performance tax could
amount up to 15 eur per slot machine.   

At the session of 8 December 2006
Government of the Republic of Monte-
negro determined DDrraafftt  LLaaww  oonn  TTaaxx
AAddvviissoorrss, which has been proceeded
to the Parliament procedure (enact-
ment of this law is expected by the end
of the first quarter of 2007).  

Enactment of a special law on tax
advisors has aim to provide best possi-
ble environment, i.e necessary infra-
structure, as efficient as possible appli-
cation of the tax and customs regula-
tions in practice. By establishing of a
new profession of ttaaxx  aaddvviissoorr  as an in-
dependent category, taxpayers are gi-
ven opportunity to get professional ad-
vices regarding tax and customs legisla-
tion.  Tax advisors shall be authorized
to represent professionally taxpayers
in the administrative state bodies (tax
institutions, Customs Administration

and Ministry of Finance), as well as in
the authorized courts.   

According to the proposed law, tax
advisors could be physical persons
dealing with this as an independent
profession and specialized legal enti-
ties (society/association of the people)
for tax advising. 

Tax advisor shall be authorized and
obliged to represent taxpayers' re-
quests in line with legislation and
his/her personal conviction. In relation
with a client, tax advisor shall apply
principles of legal regulations, con-
science, expert knowledge and profes-
sional codex, which shall be all establis-
hed by the authorized Chamber. Regar-
ding tax advisory services, a contract in
a written form shall be made, and servi-
ces shall be performed with adequate
remuneration, which amount shall be
defined by the Chamber with prior
consent of the Ministry of Finance.   

Proposed law envisages general
and special conditions, which shall be
complied by a person intending to get
tax advising license. One of the condi-
tions for obtaining the license for tax
advisory services is that a person, who
is interested, passes exam for tax advi-
sor. Ministry of Finance should esta-
blish a special Commission for this
exam, and it should be composed of at
least 5 members, among whom half
would be people from the Ministry of
Finance, tax and customs institutions,
and other members would be experts
for economic and legal theory and
practice. Program for the tax advisors
exam shall be made by the Ministry of
Finance and in line with  the proposal
of the Tax Advisors' Chamber. A person
passing the exam shall pay exam costs,
and the amount shall be determined by
the Ministry of Finance, all in accordan-
ce with the Chamber's proposal. Tax
advisors should be obliged to be uni-
ted in a professional Chamber (Tax Ad-
visors Chamber), as an independent
organization, which shall be legal enti-
ty. Chamber shall represent tax advi-
sors, it shall promote their work and re-
present their common interests. 

KOVILJKA MIHAILOVIĆ, 

Assistant to the Minister

RUŽICA BAJČETA, senior advisor



Annual report of the Ministry of Finance/2006.

Tax administration

15

Results of the Tax Administration in the year 2006 represent
synthesis of the realization of the tasks of all the Tax Administration
organizational parts, illustrate their boundness and good coordina-
tion in a complex, but synchronized system with basic task to
achieve the common aim of the TAX PAYMENT in as efficient and
as productive way as possible, with special emphasis on freely pay-
ment and keeping the integrity and reputation of the TAX ADMIN-
ISTRATION.

Activities carried out in the Tax Administration in last two years
in the field of improving of the working processes and procedures,
implementation of the self-taxation principle and freely tax pay-
ment, and all in the framework of the clearly defined strategies, pro-
grammes and plans, resulted in a way that the Tax Administraton
today realizes payment of the revenues above the planned frame,
which means it continuously achieves increases of the revenues
compared to the previous periods.     

Data realized in the year 2006, which are presented in the con-
tinuation of the material clearly show successful working perform-
ance of the Tax Administration. 

Tax Administration is well equipped information institution,
which develop and keep its information system independently. All
the branch offices (21 units) are linked in a unified information sys-
tem, which provides accessibility and consistency of the informa-
tion on all the territory of the Tax Administration working per-
formance. System provides imput, change, updating and search of
data according to certain criteria, creation of the reports, issuing of
the certificates, resolutions and many other forms.  

Quality, accuracy, scope and variety of the data available to the
Tax Administration in the system, made it become a necessary and
reliable information source for other institutions, state bodies,
organizations and associations.  

In 2006 we renounced data on tax register and tax accounting
to the Chamber of Commerce of Montenegro, the Trade Union of
Montenegro, the Statistics Office, Directorate for development of
small and medium enterprises, the Bearing Point, to the CAFAO, to
the state funds etc. 

Processing of all the tax reports and legally regulated resolu-
tions is totally automatized. For eleven months in 2006, the system
processed 372.484 of monthly and 48.065 of annual tax reports,
and estimation is that by the end of the year there will be 400.000
monthly tax reports processed.                        

Activities on providing the delinquent tax reports were intensi-
fied in 2006, first of all regarding monthly tax reports, for VAT and
excises, due to the increase of the scope and more efficient pay-
ment of the revenues, as well as the increase of the fiscal discipline
through affirmation of the fiscal system in which the taxpayers will
respect the tax regulations, by timely filing of the tax reports. To
provide filing of the tax reports is one of the basic tasks of the Tax
Administration, because the unsubmitter of the tax report is a
potential tax "unpayer".

Activities on providing the delinquent tax reports gave results,
so that the number of the tax reports submitters increased.

By using of the parallel data of 2005, received reports for 11
months of the year 2006 and estimation of the number of the
reports for the twefth month, it is expected that in 2006 the per-
centage of the filing of VAT reports will increase for 21%, and of
excise reports for 50%. Percentage of filing of the annual reports
also increased for 23%, out of which number of the reports on prof-
it tax of the legal entities increased for 14% in comparison to the
previous year.

Providing the regular filing of the tax reports by their submit-
ters, enabled the Tax Administration to get updated payment of the
current tax obligations.

Evidencing of the data on taxpayers in tax register provides a
quality informaton on the fact who, where and what type of activi-
ty is carried out in Montenegro, which means it creates a quality
basis for defining the Tax Administration activities plan in the field
of payment and control. Tax register contains data on 17.361 legal
entities and on 9.895 physical persons at the moment. Number of
the registered VAT taxpayers in 2006 increased for 2.223, i.e. total
number of the registered taxpayers in this tax model is 14.460. 

Mirjana Pešalj

Activities and 
results of the 
Tax administration
in the year 2006
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Total payment of the tax, contributions and of other budget rev-
enues, for period January- November 2006 is realized with amount
of 500,04 million euros. If realization of the payment in December
2006 is supposed to be at the same level as in the same period in
2005 (61,90 million euros), total payment in 2006 would be 561.95
million euros, which is 14,25% more than the previous year realiza-
tion.

Paid revenues in 2006 were continuously getting bigger and
bigger from month to month regarding previous year. Parallel
monthly increase indexes were from 102 in April to 150 in January
2006 (?). 

Payment in 2006 in comparison to 2005, can be best illustrated
by the following chart:

In the revenues structure, predominant participation is of the
revenues by tax 59%, out of which: VAT and tax on citizens'
incomes participate with 30% each, and excises with 21%.
Contributions for obligatorily social insurance in totally realized
payment in 2006 participate with 41%.   

Realization of the revenues per tax types can be illustrated by
the following chart: 

At the end of 2004, within the procedure of the regular moni-
toring of the debt of the taxpayers, the Tax Administration took over
spread activities in realization of the regular payment measures,
which resulted with significant decrease of the delinquent debt. 

In order to realize the increase of the scope and efficiency of
the revenues payment, Tax Administration, beside very efficient

payment of the current obligations, started in 2006 with realization
of the payment measures, and all with the aim of the payment of
the arrived unpaid obligations. Reports on daily payment were
monitored everyday, all in order to intensify payment measures
through warning - up to the forced payment out of the funds and
the property of the taxpayer.   

In totally realized payment in 2006 together with the payment
estimation for December, payment of the delinquent debt is evalu-
ated to be 78,00 million euros, which is 14% of the total payment.  

Following chart illustrates payment of the delinquent debt and
payment of the current obligations in the total payment of 2006,
together with estimation of the payment in December 2006 at the
level of the month of December last year:

Starting from the point that tourism is economic branch of pref-
erential importance for development of overall economy in
Montenegro, we can conclude that incomes realized by the tourist
activity are considered to be the most important budget revenues.

In order to carry out common activities, Tax Administration
had established cooperation with other state bodies before the
summer season started. Those state bodies are: Ministry of
Tourism, Ministry of Labour and Social Welfare, Ministry of Interior,
Police Administration and Ministry of Economy.  

Cooperation, first of all, means common activities, which
include: procedures and deadlines for data exchange between
institutions, harmonization of the measures on removal of the iden-
tified problems, proposal of the liaison persons, technique of
reporting etc.   

In order to collect information and data necessary for success-
ful carrying out of the season, Tax Administration made contacts
with Public Enterprise "Morsko dobro", Adriatic Fair, Public
Communal Companies in coastal municipalities and municipalities
themselves. That way, the continuity of submitting the data on the
issued locations for running a business to the persons who are
lease-holders is provided.

Cooperation and full support of other institutions, as well as
timely submitting of the data necessary for taxation to the Tax
Administration, represent positive basis for improving of the coop-
eration in future period.

Based on realization of the tax credits, taxpayers got payments
for eleven months on their business accounts in amount of 39,13
million euros, and 23,72 million were redirected from one tax
model into another.
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There is an apparent intention of the Tax Administration to get
tax credits realized as much as possible by the transfer into other
tax models, and that way the level of the paid budget revenues is
'kept'. Tax Administration makes returns of the tax credit generally
within deadlines shorter than the regulated ones. Funds made by
tax credits returns, are used by the taxpayers for financing of the
import and for paying of the import VAT as well as excises, which
means that part of the payment returned to the taxpayer as tax
credit is going back to the budget through the import VAT and
excises. That way, there are made conditions for faster circulation of
the funds in cycle - "import-domestic turnover-import".  

Taking over, verification and keeping data on public revenues
payments from the institutions in charge of payment operations is
all completely automatized as well as daily transfer of the revenues
to the State Treasury.   For eleven months this year there were sent
235 statements of the receivers and funds (in amount of 396,92 mil-
lion euros) to the State Treasury.

Transfer of the funds is completely realised in accordance with
the inflow, the agreed daily dynamic with no mistakes in transfer. In
2006 some irregularly carried out payments were also identified
and transferred into the system, which amount is around 1,6 mil-
lion euros.        

Activities, which are carried out in the field of education of the
taxpayers by giving them a fast and adequate service regarding all
the questions made by phone call or by written request, con-
tributed a lot to the successful realization of the payment. In 2006
Tax Administration received 33.196 phone calls, 775 letters, 148
requests in electronic form, there were made 53.661 personal con-
tacts, which all points to the confidence of the taxpayers towards
tax administration institution, and their wish to discharge their tax
obligations in accordance with legal regulations. Tax
Administration replied on all the answers and requests within 24
hours.   

Besides, Tax Administration made a good thing by publication
of the carried out activities in a way that Tax Administration repre-
sentatives have been more present in electronic media and press
through 66 interviews, 3 press conferences, 140 press releases, 207
articles published in newspapaers.     

In order to make partnership with taxpayers better, there are
relized activities with the Union of Employers, all in accordance
with the signed Memorandum of Understanding of the Tax
Administration and the Union of Employers: 

I  workshop with the topic "Rights and obligations of the tax-
payers during and after the inspection, tax and offence procedure"
and "Sector for offering service of the Tax Administration - possi-
bilities, way of communication, and better approach to the employ-
ers", on 7 April 2006.

II workshop with the topic " Application of the cash realiza-
tion principles for legal entities" and "Specificity of the VAT report
for the month of December 2006", on 3 November 2006.

Prepared and printed Guide for Employers "Tax practice  -
questions and answers".

Tax Administration representatives participated in 2006 in the
work of the Forum for improving of the economic cooperation
with private sector, which was organized in Cetinje, Ulcinj and
Bijelo Polje, on which there were discussed issues that are impor-

tant for economic development of some regions in Montenegro. At
the meetings there was pointed out in which way taxpayers, or eco-
nomic subjects, can get help from the Tax Administration regarding
introduction to their rights and obligations, how to adjust their
business to the legal regulations and to avoid some punitive actions
due to the disrespect of the legally regulated obligations. There is
also expressed readiness to organize (depending on the interest of
the taxpayers, their associations, i.e. association of the private
employers) seminars and workshops at which the most actual
issues would be discussed  and education of the taxpayers would
be carried out. That type of cooperation is already achieved, and
there is interest from both sides for its intensifying and further
improving, because it's getting effective through the increase of the
tax discipline.  

System of freely respect of the tax laws means new role and
inspection controls, that should recognize and respect all the tax-
payers who are paying their tax obligations timely and regularly,
while non-cooperative taxpayers should be turned into coopera-
tive payers in near future, which is achieved by well organized
inspection controls in which, beside determination of the tax pay-
ment amount, taxpayer is also given guidelines to adjust his/her
behaviour to the tax laws in future.

Freely respect of the tax laws is achieved only by careful selec-
tion of the number of the taxpayers who will be controlled. Level of
coverage by controls in 2006 is planned in a way that it will be the
highest with big taxpayers, which means with taxpayers who can
be the most productive in the sense of fiscal potential, but also
other categories of the taxpayers, based on the indicators, have ade-
quate participation in the plan.  

In period January-November 2006 there were performed 3.250
controls, out of which irregularities are defined in 1.961 cases, and
1.289 cases were without irregularities. 

In the same period there were done total of 5.689 checkings,
according to the correctness of the accounting and payment of the
excises and VAT, evidencing of the turnover through the tax cash
registers and checkings of the registration data. 

In the report period there were performed 1.473 controls of the
correctness of the accounting and VAT payment, and on that occa-
sion there were done some corrections of the tax obligations in the
amount of 18.796.159, 64 eur.

Controls of the profit tax of legal entities were performed at 480
taxpayers, whose determined obligations are 570.814,71 eur. 

Controls of the accounting and tax payment on salaries and
contributions for obligatorily social insurance were performed at
1.840 taxpayers, and amount is 10.470.378,80 eur.

In the procedure of the justification of 835 requests for VAT
refund and return of excises, the return/refund in the amount of
34.088.119,87eur is approved, tax credit is corrected in the amount
of  1.380.709,62 eur, and return/refund in the amount of 295.531,19
eur is approved without previous checking, and these are all situa-
tions with small amounts for return/refund, and according to some
indicators it is evident that they are taxpayers, who discharge their
tax obligations, and mostly exporters.  

In the stated period, in the procedure of the inspection super-
vision performed at 122 taxpayers, there is also determined obliga-
tion based on tax on turnover of the goods and services in the
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amount of 939.371,16 eur.

In period January-November 2006 there were performed 2.766
checkings of turnover evidencing through tax cash registers, and
irregularities were found in 1.944 cases.

Due to the determined irregularities during the inspection
supervision, 4.143 measures were undertaken in this period, out of
which 3.507 offence charges were submitted, 13 criminal charges, 9
charges for economic offence.  

Number of the performed controls is expected to increase in
December at least for 20% compared to November, with regard of
the fact that the plan of the winter tourist season starts to be carried
out. Major corrections are expected in VAT, since checking of the
base for numerous requests for refund/return is conducted (leas-
ing, construction work, tourist business). Finalization of previously
initiated controls is also expected, where deadlines for providing
necessary documentation are made by bonds, and it is certain that
there shall be significant amounts of the determined incomes. By
the end of the month there shall be accomplished controls that are
specific by the checking of the connected persons, so that even on
that base newly determined tax obligations are expected.

Intensified activities shall be carried out especially right before
New Year's holidays, when there shall start controls of the organiz-
ers of New Year's celebration parties, controls of the fair and cul-
tural manifestations, as well as the control of majority physical per-
sons realizing incomes at these manifestations. Most of these con-
trols shall have to proceed in next month, too, but the aim shall be
to provide, from the very beginning, data and facts influencing
determination of the tax obligation for some persons.

Parallel data on effects of the control in 2005 and 2006 are given
in following chart:

By the enactment of the Action Plan, Governemnt of the
Republic of Montenegro has operationalised priorities established
by the Programme of the fight against corruption and organised
criminal, in a way that there are defined concrete measures and
activities of the sector ministries, state administration offices and
institutions in charge of prevention and suppression of the cor-
ruption and organised criminal, whereas there are established
deadlines and dynamic of accomplishing the obligations, indica-
tors for measuring of the success and possible risk factors.    

Having in mind that Tax Administration is dealing with an
important function with the aim to provide budget revenues, Tax
Administration employees are in everyday situation to influence on
tax obligations of many taxpayers. In Tax Administration we are
aware of the fact that there is possibility of the conscious and
unconscious unprofessionsl behaviour of some employees, which
could lead the unjustified decrease of the tax obligations for some
taxpayers. 

Therefore, considering it as one of the basic ways of fight
against corruption, Tax Administration works on premanent
improving of the cooperation with taxpayers and general public.
First of all, we think of communication with the press and elelctron-
ic media - which is the way of continuous informing of the public
on the results of this state body's work, undertaken activities and
mesures, of service phone number 9707 - by which all the interest-
ed persons can get  free help and advice for regular application of
the tax regulations, but also to point out at eventual irregularities
and unprofessionalism in working performance of taxpayers, of
web site of the Tax Administration - on which there could be found
all the information on working performance, but alsto texts of the
tax laws and bylaws, legally regulated forms  of the tax reports
together with instructions for filling them.

Tax Administration completely provided internal procedures
and normatives on its employees' behaviour and on its performing
within its competence, and internal control is established on sever-
al levels. Department of the internal control is established for all the
state body, and within some sectors there are employees in charge
of supervision over some administrative and inspection proce-
dures, as well as employees auditing already finished procedures
and they estimate their quality.   

There is fully provided access to the information available to
the Tax Administration, all in accordance with the Law on free
access to the information, and at the same time there should be
taken into consideration limitation of giving information in accor-
dance with other laws by which secrecy of data is assured. At the
same time, Tax Administration opened to the public series of pos-
sibilities for access to the information, for pointing at the irregular-
ities in Tax Administration working performance, i.e. some of its
employees, so that there are many ways in which complete inform-
ing on this institution's work and achieved results is enabled.  

Because of the more efficient suppression of negative occur-
rences in working performance of the state administration employ-
ees, Tax Administration already signed Memorandum of
Understanding with some institutions, and there is also made pro-
posal of the agreement with other institutions, like the State
Prosecutor, Police Administration, Commission for Stocks, but also
with Associations of private employers.

Tax Administration gives special attention to the return infor-
mation, so it expects that citizens, taxpayers and all the interested
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persons will give quality proposals which will contribute resolving
of the issues regarding corruption and other bad occurrences, as
well as taxpayers' problems themselves.  

Tax Administration realized quality cooperation with foreign
consultant companies in 2006, especially with EU CAFAO. 

Cooperation is organized on the principle of interchange of
knowledge and experiences at seminar workshops.

Tax Administration consistently applies established principles
in its work, which are all in accordance with European standards,
and they are transparency, professionalism and efficiency. An
important segment in carrying out these principles is certainly a
quality and professional communication with taxpayers, but also
with all the citizens and general public. That's why the Tax
Administration gives very big attention to the professional trainings
of the employees by organization of different kinds of trainings.
When the trainings are preformed, traditional methods are used,
together with the use of the most modern technique.

Trainings are organized as internal ones, within the Tax
Administration and external ones, organized out of the Tax
Administration and abroad, mostly in organization of IOTA,
International Organization of Tax Administrations of Europe, in
which Montenegro has been an equal member since 2003.   

Internal trainings are organized as general ones, specialized
and trainings along with work. General trainings are conducted in
the form of classical lectures, with demonstrations of the practical
examples and with obligatorily testing and evaluation of the level
of the acquired knowledge upon the completed training.

When specialized trainings and trainings along with work are
carried out, since they are applied to the employees of the Tax
Administration with high level of knowledge of the workshop
topic, as well as the supposed experience, interactive method is
used. Then, lecturer and attendants by interpersonal communica-
tion, explain changes and supplements of the law, as well as the
specific situations regarding some tax models, so that these spe-
cialized trainings and trainings along with work are treated as
"additional training".

Lecturers on these trainings are, mostly, experts for some tax
fields from foreign consultant companies, as are CAFAO and BEAR-
ING-POINT, and the acquired knowledge in these trainings is veri-
fied by awarding certificates.  

In 2006 there were held 3 trainings from the category "training
along with work" as well as 16 trainings from the category "general
and specialized" trainings. These trainings were attended by 312
employees of the Tax Administration from all the branch units and
the processed topics were about "Work on applications", Training
of the the Call Centre employees, "Preventions and detections of
VAT frauds", basic training with VAT topic for the newly employed,
Changes and supplements of the Law on Excises, "Leasing and pro-
portional VAT reduction", Fight against organized criminal and "Big
taxpayers - procedure and control".  

Within specialized training, there was also held seminar for
advisors of the Director and heads of branch offices for payment in

branch units, with the topic "Skills and possibilites of the effective
payment".  

Regarding external trainings, they are mainly held abroad in
organization of IOTA. It is practised that Tax Administration repre-
sentatives, who participated at these seminars, present the acquired
experiences and knowledge firstly to the Director and managerial
team, and after that to the relation-operational level, all in order to
apply them in carrying out of the concrete working tasks.   

There were 8 external trainings held in 2006, and processed
topics related to: "Taxation of the financial instruments",
"Prevention and detection of VAT frauds", "Education and service of
the taxpayers", "Big taxpayers - procedure and control", "Analysis of
risk - selection of the taxpayers" and "Evalutaion of the trainings in
tax administrations".   

It is also important to state the fact that in 2005 Tax
Administration signed Memorandums of Understanding with the
Union of Employers of Montenegro, Montenegro Business
Alliance, Faculty of Economy and Law School. Wtihin this coopera-
tion, Tax Administration organized series of trainings and lectures,
as for businessmen, employers, taxpayers, as for students of the
final year of these two faculties.

Tax Administration representatives are active participants in
almost each training organized by other state institutions. 

Beside planned trainings for 2007 and the ones that are to be
defined, Tax Administration will put the emphasis on training of
the employees for implementation of the Project "Unified pay-
ments and registrations", which should be completed in December
2007.   

At the end, there should be emphasized that in 2006 there were
finalized activities and signed the Contract for elaboration of the
software for the project "Unified payments and registrations".
Realization of the project is planned for 2007, and it will be carried
out in cooperation with the Republic institutions, with financial
support and supervision of the World Bank.  

Tax Administration will continue to undertake necessary meas-
ures with the aim of continuation of the positive trend of public
revenues payment, taking into consideration accomplishment of
the Budget plan, as by amounts as by types of public revenues.

Realization of the tax policy is a complex problem which
depends on the legislation, presonnel and technical equipment of
the tax institution, cooperation and exchange of the data between
the state bodies, cooperation with associations of the taxpayers,
media and other institutions, which can have important data for
taxation, as also to provide certain infrastructure for conducting of
the tax policy.

Director of the Tax Administration

MIRJANA PEŠALJ
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Conclusion derived from the sum-
marizing of business results for 2006 is
that Customs Administration continued
with successful work. All business para-
meters show that the target is exceeded.
Programme tasks were significantly rea-
lized, as in the payment sector, as in in-
tegrity enhancing, customs area protec-
tion and in gray economy prevention. 

Beside revival of Montenegro's in-
dependence, from the aspect of impor-
tance for this service, we could empha-
size membership of the customs servi-
ce of Montenegro in the World Cus-
toms Organization (WCO), which took
place in October 2006, and thus Monte-
negro became 170th member of the
WCO. 

--  RREEVVEENNUUEESS  PPAAYYMMEENNTT

Out of the totally paid source reve-
nues of the Budget in the amount of
531.776.478,11 eur (from the Review of
the realized revenues of the Treasury by
eco-codes for period 1 January-26 De-
cember 2006) on the basis of the inter-
national trade and transactions (im-
port-export) in the period from 1 Janu-
ary to 26 December 2006 there was
paid 336655..442211..111111,,9944  eeuurr, which makes
68,72% of the total current Budget reve-
nues. Payment of the acceptances (re-
ceived amounts), for which the Cus-
toms Administration was in charge,
compared to the same period last year,
was significantly higher (for 41,56%). 

- Customs fees were paid in the
amount of 55.476.421,14 eur, which is

41,77% more in parallel with the same
period the year before. 

- VAT - out of the totally realized VAT
of 262.375.213,76 eur, the Customs Ad-
ministration got paid 224400..445500..772266,,6622
eeuurr  or 91,64%, which is 48,70% more
than in the same period previous year.
In the internal turnover there was paid
8,36% (21.924.486,64 eur) of the VAT.

- Excise on the imported goods - it
was accounted to be 70.006.857,66 eur,
which is 5,64% more than in the same
period last year, and there was paid
6644..772233..778833,,0044  eeuurr, which is 21,62% more
than in the same period the year before.

- Other received amounts (fees)-
there was paid 44..777700..118811,,1144  eeuurr..

In the considered period, there we-
re processed 425.081 customs declara-
tions and administrative and other acts,
which compared with previous year is
27% more (334.158).

At the same time, there should be
emphasized that business costs were in
line with regulations and budget fund
planned for the Customs Administra-
tion as a consumer unit. Funds were
used in rational way and in wider scope
than in years before.  

--  TTRRAANNSSGGRREESSSSIIOONNSS  

Significant results are also achieved
in the protection of the customs territo-
ry. The enhanced controlling function
of the customs employees, as at the bor-
der crossings, as in the branch units, led
to better respect of the regulations, and
thus to the fall of the customs transgres-
sions. In this period 1.020 offence pro-
cedures were initiated, which is 59,76%

Activities and results 
of the Customs 
administration in 2006

Miodrag Radusinović
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less than in the same period the year
before. Goods of the value of
831.880,00 eur were temporarily dis-
possessed. In the same period there
were dispossessed 46.589 cartons of ci-
garettes, small quantities of fuel and al-
cohol drinks, all done in the joint action
of the customs officers and employees
of the Ministry of Interior.

--  IINNTTEEGGRRIITTYY  AANNDD  CCRREEDDIIBBIILLIITTYY
EENNHHAANNCCIINNGG  

In order to provide professionalism
at work, creation of the integrity of the
customs officers and fight against cor-
ruption, 69 officers were rewarded,
while disciplinary actions were taken
against 21 officers, all due to the viola-
tion of the working obligations and es-
tablishing the facts. 13 disciplinary me-
asures were pronounced - disciplinary
fines in severe cases, 5 disciplinary me-
asures - disciplinary fines for easy cases,
and 3 officers got discharged of the dis-
ciplinary responsibility. The Customs
Administration filed 8 reports against
customs officers to the competent State
Prosecutor's Office, all due to the sus-
pect that they committed offence. 

We remind that the Customs Admi-
nistration has been realizing wider pro-
gramme of the service modernization,
with special programme for corruption
prevention and uncovering, within
which there is also implementation of
the Programme for Integrity Develop-
ment. In 2006, which was the last year
of the TTFSE Programme implementa-
tion (Trade and Transportation Privile-
ges for South-East europe), in order to
review the results from the aspect of
fight against corruption, the World
Bank conducted survey on the corrup-
tion level in customs service, with spe-
cial emphasis on measuring of the pro-
gress in comparison to 2002 (when the
Customs Administration became a user
of the developing loan for service mo-
dernization). Based on the request of
the World Bank, the survey in Montene-
gro was conducted by the Centre for
Entrepren eurship and Economical De-
velopment from Podgorica (CEED),
while polling took place at 3 border
crossings (Tivat Airport, the Port of Bar
and Debeli Brijeg) and at the customs

terminals (Podgorica, Niksic and Bijelo
Polje). It included shipping, transporta-
tion and trade agencies, and the used
criteria were the scope of work and
number of declarations. Questions
from the Inquiry are defined in coope-
ration with the World Bank and survey
was done in the period from 29 May to
9 June 2006. Total of 154 subjects were
questioned (13 production companies,
40 trade companies, 61 transportation
companies and 40 shipping agencies).   

The survey showed that the Cus-
toms Administration improved a lot in
parallel to 2002. Corruption level got
decreased, and all categories (transpa-
rency, equal treatment, procedures
standardization, possibility of submit-
ting complaints, frequency of smaller
payments) got improved significantly.
Respondents in Montenegro estimated
that corruption of customs service is at
lower medium level with relatively low
frequency, i.e. average value of the cor-
ruption level indicator is 2,26 (indica-
tors vary from 1 to 5). Most of the repor-
ted smaller payments were given freely
in order to make processing faster and
they pointed at the need for further im-
proving of the customs business and
the lack of awareness that such pay-
ments were illegal. Customs Adminis-
tration will continue with carrying out
the programme and mesures contribu-
ting more professional working perfor-
mance of the customs service, and all in
accordance with the world standards at
all levels.

--  CCOOOOPPEERRAATTIIOONN  WWIITTHH  SSTTAATTEE
EENNTTIITTIIEESS  AANNDD  EECCOONNOOMMYY

Customs service cooperates also
with the State Prosecutor's Office, pre-
dominantly regarding determining
methodology for procedure, which
must be applied by the customs officers
in the cases when there is a suspect of
the committed transgressions. It's im-
portant to emphasize that there is also
determined methodology which is ap-
plicable when there is a suspect refer-
red to the working performance of our
officers and transgressions committed
by the responsible customs officers. In
order to protect customs territory, we
especially emphasize good coopera-

tion with the Ministry of Interior, and
numerous joint actions were realized
successfully in 2006. There is also laun-
ched initiative by the Customs Adminis-
tration and MoI, referring realization of
more intensified cooperation among
technical services in information, and
firstly it will result in border crossings
networking. In order to prevent illegal
turnover of cigarettes, Customs Admi-
nistration officers were undertaking
adequate operational-tactical measures
and activities independently or toget-
her in cooperation with the Police Di-
rectorate. These activites took place
along the state border with Albania and
Bosnia and Herzegovina. In that sense,
mixed teams were formed, with the
task to cut eventual directions of illegal
bringing cigarettes into the customs ter-
ritory of Montenegro. Within these acti-
vities, there were also realized occasio-
nal actions related to controlling duty
free shops business. In all cases Cus-
toms Administration officers and Police
Directorate officers filed adequate re-
ports within their competence. 

In 2006 there was signed Memoran-
dum of Understanding among Cus-
toms Administration, Monstat, Central
Bank, Tax Administration, Ministry of
Finance, Central Register, Commercial
Court and Secretariat for Development,
all in order to improve functioning of
the Statistics System of Montenegro.

It means that cooperation with the
state entities was very successfully reali-
zed at all levels, which contributed a lot
to timely tasks realization and good re-
sults achievement. 

Cooperation with the Chambre of
Commerce and Union of the shipping
agents, exporters was continued, too; it
was all related to trainings organization
for licences and professional examina-
tion for obtaining the licence. 

--  AACCTTIIVVIITTIIEESS  FFOORR  HHAARRMMOONNIIZZAA--
TTIIOONN  WWIITTHH  EEUU  LLEEGGIISSLLAATTIIOONN

Key segments of the Customs Admi-
nistration working performance in
2006 (in the fields of legislation, inter-
national cooperation and european in-
tegrations) are following: 

- Adjustment of the Customs Law
and bylaws to the EU customs regula-
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tions, World Trade Organization regula-
tions and the World Customs Organiza-
tion was continued in 2006. With that
aim at the end of 2006 there was endor-
sed the Law on Changes and Supple-
ments to the Customs Law, which regu-
lations will start to be effective on 1 Ja-
nuary 2007. In line with the endorsed
changes of the Law, there was also ma-
de Proposal of the new Provision on
the type, amount and manner of pay-
ment of the fees for the customs institu-
tion service. There was also made Pro-
posal of the Law on changes and sup-
plements to the Law on Customs Tariff,
adjusted to the Harmonized System
2007. In March 2006 there was made
Decision on the Control List for Export,
Import and Transition of Goods, which
is coordinated with valid Law on Cus-
toms Tariff and it includes only the
goods on the licences regime.   

- In international field we put spe-
cial emphasis on the membership of
the Customs service of Montenegro in
the World Customs Organization
(WCO) in October 2006, and thus Mon-
tenegro became 170th WCO member.
WCO General Secretary Michel Danet
sent a letter to the Customs Administra-
tion of Montenegro saying that he ex-
pects active participation of Montene-
gro in that Organization meetings and
activities, while WCO Secretariat will of-
fer full support to the Customs Admi-
nistration of Montenegro regarding
further cooperation.

- Cooperation with the World Trade
Organization (WTO), Office for Fight
Against Frauds (OLAF), General Direc-
torate for Tax and Customs Policy (TA-
XUD) was continued, and these organi-
zations offer assistance in the EU acces-
sion process. 

- Customs Administration officers
actively participated in the negotiating
process for conclusion of the Agree-
ment on Stabilization and Accession
and they contributed to the elaboration
of the Action Plan for strengthening of
the administrative capacities. In coope-
ration with CAFAO (Customs and Fiscal
Policy Office), Customs Administration
made Guide for customs officers for fu-
lfilling of the certificates on origin of
the goods EUR-1 and Guide for expor-
ters for application of the regulations

on origin of the goods. In order to en-
hance administrative capacities in the
area of goods origin, there was made a
Plan on training of customs officers
and representatives of the economic
entities-exporters. Realization of the
Plan is ongoing and it will continue at
the beginning 2007. 

- Regarding recently signed CEFTA
Agreement, Customs Administration
participated actively in negotiations, in
the part related to the customs topics.
In that Agreement, customs area is co-
vered in 2 annexes - one is about regu-
lations on the goods origin, and the ot-
her one is related to administrative cus-
toms cooperation. Its outcome is obli-
gation of the customs entities for carry-
ing out and correct implementation of
the rules on the goods origin and inten-
sifying and improving of cooperation
with customs services of the countries
that signed CEFTA Agreement. Though
mentioned trainings were organized,
TAXUD is reserved ragarding adminis-
trative capacities of the service for
goods origin, which is still a challenge
for this service. 

- National Strategy for Integrated
Border Management was endorsed,
and Customs Administration officers
took part in the elaboration of the Ac-
tion Plan, which will be implemented
next year. 

International cooperation goes in li-
ne with ratification of the Agreement
on customs cooperation by data ex-

change and concrete checkings.  

--  RREEAALLIIZZEEDD  PPRROOJJEECCTTSS  AANNDD  PPRROO--
GGRRAAMMMMEESS  

Within Projects for Trade and Trans-
portation Privileges in South-east euro-
pe (TTFSE), Government of Montene-
gro - Customs Administration got ap-
proved the loan by the World Bank,
with the purpose of realizing the aims
related to the customs service reform.
Finalization of that important project
for the Republic of Montenegro is on-
going - which includes implementation
of the System for Risk Analysis, IT
equipment and cart-track balances, and
the planned deadline for finalization of
the Project is 31 March 2007. Within that
project, time of stopping the trucks on
the defined Pilot locations (Customs
Branch Office of Podgorica, Customs
Branch Office of Debeli Brijeg and Cus-
toms Branch Office of Dobrakovo) is
monitored. These are locations in
which results are getting better, which
was also quoted by the World Bank re-
presentatives during their revision mis-
sion. It's important to stress that the en-
tire period of project realization is follo-
wed by quarterly reporting to the
World Bank, as well as by elaborations
of the Business Strategy, including per-
manent monitoring of series of projects
envisaged by the developing program-
me, which realization will make Cus-
toms Administration closer to the euro-
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pean customs services.  
At the airports of Podgorica and Ti-

vat, which were reconstructed in 2006,
there was introduced the ssyysstteemm  ooff  tthhee
rreedd  aanndd  ggrreeeenn  eennttrraanncceess  in the passan-
gers terminal, which is adopetd in most
european and world countries, and
which had been preceeded by customs
officers specialized training in uncove-
ring and recognizing high risky passan-
gers behaviour. 

As for work technology moderniza-
tion and monitoring of the results in
2006, together with the CAFAO support
and professional assistance, there was
introduced BBuussiinneessss  SSttrraatteeggyy, as basis
for modern management in public or-
ganizations, according to the methodo-
logy applied by EU leading customs
services. Bringing of the Business Stra-
tegy into the state administration, inclu-
ding also Customs Administration is an
important part of the state administra-
tion reform in Montenegro. Such strate-
gy will become methodological plan-
ning principle, as well as basis for analy-
sis of the achieved work results of indi-
vidual organizational units and wor-
king performance estimation. 

In order to improve public revenues
payment, in Customs Administraton
there is ongoing developing project of
customs information system impro-
ving, ""FFiinnaanncciiaall  mmoodduullee"", which will be
realized by incorporation of the new
applicative resolving programmes. Pro-

ject envisages building of the Central
system of electronic evidencing of the
active debts and obligations of the Cus-
toms Administrations. It will enable de-
ferred payment of the customs debt by
submitting adequate bank guarantee,
and that way deadline for customs pro-
cedure is shortened and goods arrive
faster to a destination. At the beginning
of the year, there will start probation of
monitoring the customs debt payment
(in electronic way), and thus there will
be made conditions for customs payers
to submit 5th copy of their payment
evidence additionally when dischar-
ging the goods. 

EElleeccttrroonniicc  rruunnnniinngg  ooff  bbuussiinneessss,,  in-
troduced on 25 May, which reduces the
time needed for declarations submit-
ting, is used by significant number of
declarants now. It's apparent that busi-
nessmen are more and more interested
in electronic submitting of customs de-
larations and we could say that this seg-
ment definitely started to be effective. 

Furthermore, one of the priority
projects of the Customs Administration
is ""RRiisskk  AAnnaallyyssiiss"", which is now in its
probation phase. In order to accelerate
customs procedures, enabling of easier
business running, prevention of smug-
gling and other customs frauds, cus-
toms officers, by the help of Risk Analy-
sis system, will carry out target controls
and selection when controlling the
goods and transportation vehicles (me-

ans). Therefore, elaboration of the Risk
Analysis system is in its final phase and
its implementation in the Customs in-
formation system is planned soon. As
planned, Customs Administration will
have modern system of Risk Analysis in
line with EU customs services. 

Implementation of the project LLoo--
ccaall  pprrooffiillee  ooff  tthhee  rriisskk  iinn  ccuussttoommss  bbrraanncchh
uunniittss is ongoing, which is introduced in
cooperation with CAFAO organization.
That project includes information re-
garding transportation turnover, geo-
grafic look of border crossings, poten-
tial dangerous points, number of offi-
cers at border crossings and working
performance regime, other services
description, as well as their facilities po-
sition, important phone numbers, the
most often offenders at those border
crossings, who show up in customs
procedures, the most frequently impor-
ted and exported goods via these bor-
der crossings. 

SSEEMMSS  ssyysstteemm  (South East european
Messaging System) is expected to be
functional soon. It is actually exchange
of data on some shipments among ne-
ighbouring customs services, by which
there will be prevented switch of the
documents and false data on the goods
at the border crossing. Agreement on
those data exchange is achieved with
customs service of Kosovo, UNMIK. 

Customs ""OOppeenn  LLiinnee""  was run su-
ccessfully for two years, all in order to
collect information by citizens anony-
mous phone calls. All calls are free of
charge, anonymous and strictly confi-
dential. Basic aim is to prevent smug-
gling of goods, drugs, weapon, people
and all other customs frauds, uncove-
ring of individuals and companies vio-
lating the regulations. Media campaign
for customs "Open Line" started in
March 2006 and it was realized with do-
nation and support of the United King-
dom Embassy and CAFAO. In 2006 we
received 70 anonymous phone calls by
the help of the customs "Open Line",
and precentage of the uncovered offen-
ces and additional payments realized
by the citizens calls is 15%. In EU coun-
tries percentage is 5-7%. 

Signing of the MMeemmoorraanndduumm  ooff  UUnn--
ddeerrssttaannddiinngg  with "Barska plovidba" com-
pany is ongoing. In line with that Memo-

Customs administration
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randum, Customs Administration will be
receiving data on the goods and passen-
gers before the ships sail into the port,
and that way risk analysis will be made
in advance. After that signing, there will
be also made Memorandum of Unders-
tanding with air companies. Besides, In-
telligence Department made contacts
with all Intelligence Departments of the
regional customs services, which ena-
bles good cooperation and quality infor-
mation exchange in the region. 

--  OOTTHHEERR  AACCTTIIVVIITTIIEESS  

In 2006 there was made GGuuiiddee  ffoorr
AAcccceessss  ttoo  IInnffoorrmmaattiioonn  possessed by the
Customs Administration, which is also
exposed on the notice board and Cus-
toms Administration web site. Based on
the requests for free access to informa-
tion, 19 decisions were made with total
of 26 requested information in posses-
sion of this state entity. All the submit-
ted requests are timely processed and
Decisions were made as well as reques-
ted information to the requests submit-
ters in deadlines envisaged by the Law
on Free Access to Information. Decis-
ions made and submitted information
were not objected by the requests sub-
mitters. At the same time, there was ma-
de a Rule Book on Resolving of the Cus-
toms Officers Housing Needs, which is
adopted and published, and the Hou-
sing Commission is appointed. Nume-
rous Tenders were realized, and tender
procedure was well finalized.

535 customs officers are employed
in the Customs Administration. Their
vocational training and specialization is
given special attention. 52 vocational
trainings were relized in the country
and abroad. 341 officers passed thro-
ugh these trainings. In order to satisfy
personnel renewal, there is defined
Programme directed to 100 new emplo-
yees-trainees. Programme is realized by
receiving 92 officers, and most of them
are trainees with University degree. We
count to recruit them into a good futu-
re personnel for our service.  

Organization CAFAO gave an ex-
pert assistance also due to the total im-
plementation and training of the em-
ployees of the Audit Department in or-

der to carry out independent internal
auditing, where the training result is a
modern work solution providing stabi-
le framework for realization of that de-
partment function. There was made do-
cumentation that represents guidelines
for the work of the Internal Audit, such
as: Handbook for Internal Audit, In-
struction on the Scope and Methodolo-
gy of the Audit Working Performance
in the Customs Administration, Internal
Audit Charter, Guide for Managers In-
ternal Audit and Working Framework
of the Professional Practice.  

--  PPUUBBLLIICC  RREEPPRREESSEENNTTAATTIIOONN  

in 2006, general public was regular-
ly informed on all actualities by organi-
zing press conferences, participation in
TV programmes and by giving state-
ments of the customs officers. 4 regular
press conferences were held, on which
business results were presented, and 3
extraordinary conferences: due to the
launching of media campaign for the
customs "Open Line", due to the intro-
duction of the electronic running of bu-
siness and due to the Risk Report Pre-
sentation and Seminar for prevention
of mass destruction weapon spreading
in the sea ports. 

At the press conferences, general
public was also informed on all new
projects and other actualities. Viola-
tions discovered in the field were pre-
sented to the public in the form of in-
formation, which were regularly publis-
hed by the press along with the adequa-
te photos. In electronic media, i.e. TV
stations, beside press conferences, wor-
king performance of the Customs Ad-
ministration was represented by live
programmes, which guests were cus-
toms service representatives, or by ma-
king programmes and giving state-
ments on the ground. International en-
gaging of the managers, participations
at the conferences abroad and results
of such activities were all presented to
the public in the form of information or
statements. 

In 2006 media was especially inte-
rested in following topics: work of the
customs "Open Line", possible changes
in the customs procedures before refe-
rendum, smuggling and transgressions.

According to all mentioned, Customs
Administration was represented in me-
dia in 2006 with 145 positive informa-
tion, 22 neutral and 16 negative ones. In
previous 2005, 142 positive information
were published, 38 neutral and 32 ne-
gative ones. As part of the customs ser-
vice image improving in the public, the-
re is also data that number of negative
information is double reduced. In this
context, it's important to remind that
respondents of the survey conducted
in Montenegro on initiative of the
World Bank, estimated that corruptness
of the customs service is at lower medi-
um level, which also contributes claim
that customs service image got impro-
ved in the public. Public is informed on
the work of the customs service, pro-
jects and other actualities through web
site www.vlada.cg.yu/carine. A new
Working Group has been recently esta-
blished for dealing with data updating. 

--  CCOONNCCLLUUSSIIOONN

Customs service efficiently accom-
plishes tasks defined by the Govern-
ment Programme and regulations,
which is also proved by mentioned bu-
siness indicators for 2006. Activites are
mainly realized in line with EU, SCO
and STO standards, because undistur-
bed turnover of the goods in safer inter-
national trade is one of the principal
conditions for economic prosperity,
and it all contributes to the enhancing
of credibility and legality at work. Inter-
national cooperation will continue on
the basis of the already signed Agree-
ments on customs cooperation, as also
on the basis of other activities along
with many projects realization and cus-
toms officers education. 

Next year, in accordance with the
Work Programme of the Government
of Montenegro, Customs Administra-
tion will deal with important tasks rela-
ted to payment, integrity enhancing,
customs territory protection and gray
economy prevention. 

We believe that customs service will
not only accomplish the tasks, but also
exceed the plan. 

Director,

MIODRAG RADUSINOVIĆ
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One of the important hypothesis for stabile finances of
the state and its functioning is legal regulation of public
expenditure in accordance with the world standards.
Stability of a financial system depends on its capability to
respond requests of the time within which its functions
should be realized. If these functions are not totally imple-
mented in the laws and other regulations, which regulate
finances, it is necessary to adjust regulations and system to
the actual situation.

It was continued with budget system reforms in 2006, so
that following programmes were implemented in the Law
on Budget of the Republic of Montenegro for 2007:

1. Capital Budget of the Republic of Montenegro is intro-
duced as a constituent part of the annual law on budget and
it is first time that it is presented separately from the current
budget. Implementation of the Capital Budget was preceeded
by budget sector employees training at domestic and abroad
seminars, elaboration of the guidelines for expenditure units
regarding elaboration of the requests for capital budget, close
cooperation with capital budget realizers - Directorate for
Traffic/Transportation and Directorate for Public Works, all
along with permanent expert assistance of the US Treasury
counsellors. Change of the State Body Law on Budget was
necessary in order to enable different conceiving of annual
law on budget - on current and capital budget.  

2. Programme budget is enlarged and implemented on 17
budget users. The start of programme budget implementation
is envisaged by the Economic Reforms Agenda for
Montenegro 2002-2007. On the basis of the tasks from the
Agenda, process of programme budgeting started in 2004, and
programme budget was made for two budget users in 2004:

Ministry of Maritime Affairs and Transportation 
Penitentiary Sanctions Institute 

Programme budget for 2005 was made for additional
four budget users: 

Ministry of Education and Science,
Institute for Schooling,
Ministry of Tourism and Environment 
Tourist Organization of Montenegro 

Programme budget for 2006 was made for additional
five budget users: 

Agency for National Security,
Ministry of Culture and Media,
a) Montenegrin National Theatre;
b) Royal theatre "Zetski Dom" 

State Audit Institution,
Directorate for State Roads, and for 
Examination Centre

Programme budget for 2007 was made for two budget
users:  

Tax Administration and 
Customs Administration.

Basic aim of programme budget implementation is qual-
ity planning strategy for realization of valid aims, as well as
more precise programme formulating and activities by
which these aims shall be realized.  

3. Medium-term framework of public expenditure for
next three years (by economic classification) is presented in
the budget explanation. In the same part, Fund for
Development and Fund for Compensation are included for
the first time.   

4. A new "Rule Book on the manner of reporting on
planned and realized incomes and expenditures of the
municipalities budgets and budget indebtedness of munici-
palities" is made, which started to be effective on 1 January
2007. This Rule Book creates assumptions for establishing of
the efficient and quality reporting by local self-govern-
ments, due to the fact that complete data on all self-govern-
ments' activities were not available in previous period.      

5. Within the project of integrated budget management,
a new software for preparation and planning of the current
and capital budget is implemented, and work on establish-
ing the module for GNP estimation as a constituent part of
the software has started, and it will provide better efficiency
in sector's working performance and it'll contribute to more
quality servicing of all budget users needs.  

BBUUDDGGEETT  SSEECCTTOORR
NNIIKKOOLLAA  VVUUKKIIĆĆEEVVIIĆĆ,,  MM..AA..

DDeeppuuttyy  MMiinniisstteerr
SSLLOOBBOODDAANNKKAA  PPOOPPOOVVIIĆĆ,,  

CCoooorrddiinnaattoorr  ooff  tthhee  DDeeppaarrttmmeenntt  ffoorr  BBuuddggeett  OOppeerraattiioonnss
SSTTAANNKKOO  JJEEKKNNIIĆĆ,,  pphh..DD..

CCoooorrddiinnaattoorr  ooff  tthhee  DDeeppaarrttmmeenntt  ffoorr  MMaaccrrooeeccoonnoommiicc
AAnnaallyyssiiss  aanndd  CCooooppeerraattiioonn  wwiitthh  IInntteerrnnaattiioonnaall  IInnssttiittuuttiioonnss

BUDGET SECTOR  - 2006
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The renewed statehood and indepen-
dence marked a new beginning for the Re-
public of Montenegro. This, at the same ti-
me, implies inherited obligations. By the
Resolution on Proclaiming the Indepen-
dence of the Republic of Montenegro (Of-
ficial Gazette of the Republic of Montene-
gro No. 36/06) adopted on the session of
the Assembly of the Republic of Montene-
gro as of June 3rd 2006, it was, apart from
other things, determined that the Republic
of Montenegro with its full, international
legal status, would apply and take over in-
ternational contracts and agreements
which had been concluded and which we-
re entered by the State Community Serbia
and Montenegro and which concern
Montenegro and are in accordance with
the current legal system.

After renewing of statehood, member-
ship in the international financial institu-
tions appeared as one of the pending is-
sues. Thus a need appeared for entering
an agreement with Serbia. That agreement
were supposed to be acceptable for the in-
ternational financial institutions, first of
all, for International Monetary Fund and
for the World Bank.

For the purpose of implementation of
the above mentioned, representatives of
the Republic of Montenegro and the Re-
public of Serbia on July 10th 2006 signed
the Agreement between the Republic of
Serbia and the Republic of Montenegro
on Regulating Membership in the Interna-
tional Financial Organizations and Delimi-
tation of Financial Rights and Obligations
(Official Gazette of the Republic of Monte-
negro No. 45/06) which prescribed that
Republic of Serbia should continue mem-
bership of the state community in the in-

ternational financial organizations. Repu-
blics defined the way of taking over of the
allocated and non-allocated credit arran-
gements which were taken over on the ba-
sis of international contracts and agree-
ments.

After signing of the above mentioned
Agreement, Prime Minister of the Govern-
ment of the Republic of Montenegro, sub-
mitted on July 12th 2006, request for enro-
lling of the Republic of Montenegro into
the World Bank group e.g. into the Inter-
national Bank for Reconstruction and De-
velopment, International Development
Association, International Finance Corpo-
ration and Multilateral Agency for Guaran-
teeing of Investments was submitted by
the Prime Minister of the Government of
the Republic of Montenegro as of July
17th 2006.

Simultaneously, through a number of
meetings and communications, the activi-
ties were initiated in relation to regulation
of the membership in the European Bank
for Reconstruction and Development -
EBRD. The whole procedure was ended
in a very short term and the EBRD Board
of Governors at its session from October
25th 2006 confirmed that the Republic of
Montenegro fulfilled the requirements for
the acceptance into the membership of
the Bank. After that, General Secretary of
the Bank issued a certificate that the Repu-
blic of Montenegro became the member
of the European Bank for the Reconstruc-
tion and development, retroactively as of
June 3rd 2006. By the Government Reso-
lution, Minister of Finance was appointed
to be the Governor of the Republic of
Montenegro in the European Bank for Re-
construction and Development. Accor-

ding to the bank procedure it was decided
that Montenegro should get 400 shares
which required effecting payment amo-
unting to eur 1.050.000. The funds were
provided by the awarded Swiss constitu-
ence grant after, by the Government De-
cision, Montenegro became a member of
this constituence.

Procedure of satisfying the require-
ments for the acceptance of Montenegro
into the membership of IMF and World
Bank group was much more complicated. 

In the parliament procedure the Law
on Membership of the Republic of Monte-
negro in the International Monetary Fund
and other Financial Organizations (Offi-
cial Gazette of the Republic of Montene-
gro No. 66/6) was adopted as of October
26th 2006. Adoption of this law represents
a part of the procedure which must be fu-
lfilled by each country in order to access
International Monetary Fund and World
Bank. In line with the above mentioned
law, Montenegro accepted membership
in the International Monetary Food (IMF),
International Bank for Reconstruction
and Development (IBRD), International
Finance Corporation (IFC), International
Association for Development (IDA) and
Multilateral Association for Guaranteeing
of Investments (MIGA). The Law stipula-
ted that fiscal agent of the Republic of
Montenegro in the World Bank should be
Ministry of Finance and that the Republic

Jadranka Radunović
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should be represented in IFC, IDA, IBRD
and MIGA by the Minister of Finance as
Governor. Central Bank of Montenegro
was appointed to be fiscal agent of the Re-
public in IMF and Chairman of the Central
Bank Council was appointed to be the Go-
vernor who represents the Republic in
IMF.

After adopting of the law and the per-
formed IMF mission, IMF Council identi-
fied the quota which amounted to 27,5
special Drawing Rights - SPR  as well as the
obligation of Montenegro to pay 24% out
of its inscribed capital in SDRs or in the
currency used in Montenegro. Montene-
gro ought to pay these funds within six
months as of the day when its member-
ship in IMF become approved through
the voting procedure.

After the Government of the Republic
of Montenegro accepted the proposed
quota, IMF Board of Governors adopted
membership of Montenegro in that inter-
national financial institution by which the
last formal step for the official acceptance
of Montenegro was made.

It was announced that official accep-
tance of Montenegro into the member-
ship and ceremony of signing the IMF Sta-
tute should be held on January 18th 2007
in Washington.

After becoming the IMF member
Montenegro will meet necessary require-
ments for its membership in the World
Bank group.

Montenegro was informed and it ap-
proved the proposed quotas for the mem-
bership in the World Bank affiliations
(IFC, IDA, IBRD and MIGA). The agreed
quotas for the World Bank affiliations are
as follows: 

Membership status in IBRD-u requires: 
a) Mandatory inscription of capital on

the basis of 438 shares amounting to
120.635 USD per share. It was stipulated
that 6% of shares should be paid in the fol-
lowing way: 0,60% amounting to 317.029
USD and 5,40% (2.854.259 USD) in the
currency used in Montenegro, in cash or
by issuing securities and 

b) Optional inscription of capital on
the basis of 250 shares which doesn't re-
quire payment in the moment when the
inscription of capital was effected. 

Membership status in IDA requires:
a) Mandatory inscription of capital

amounting to 566.985 USD which will be
paid in the following way: 10% amounting
to 56.689,50 USD and 90% (510.286,50
USD) in the currency which is applied in
Montenegro, in cash or by issuing securi-
ties.

b) Optional inscription of capital shall
be paid in the equivalent amount of
150.729 USD in the currency which is ap-
plied in Montenegro.

Membership status in IFC requires
payment of 1.035.000 USD in the moment
of acceptance in IFC on behalf of the man-
datory inscription of capital on the basis
of 1,035 shares, each share amounting to
1,000 USD.

Membership status in MIGA requires
payment of 660.020 USD in the moment
of acceptance in IFC on the basis of 61
share. 20% of this amount should be paid
in the following way: 10% ought to be paid
in cash in the applicable currency and
10% with the promissory note (own draft)
denominated in its own currency.

Ministry of Finance has been imple-
menting its final activities aimed at obtai-
ning  membership of Montenegro in the
World Bank group. They are related to the
obligation of signing the agreement bet-
ween the World Bank affiliation and Mon-
tenegro about taking over of the rights
and obligations on the basis of the previo-
us contracts and agreements which the
Community of Serbia and Montenegro
had concluded with the World Bank and
which concern Montenegro.

After implementation of activities
prescribed in the procedures of the above
mentioned financial organizations it is ex-
pected that during January 2007 Montene-
gro should become the World Bank mem-
ber and affiliation. 

IMF membership is important for the
state from the several aspects. State auto-
matically gets higher credibility in interna-
tional circles and on the basis of the IMF
report, international investors get infor-
mation whether the state is risky for the fo-
reign investments and what kind of policy
is lead by the state.

International Monetary Fund is an in-
ternational organization consisting of 184
member states. It is in charge of the global
financial supervision system through the
interest rates and payment balance. It is al-
so in charge of providing technical and fi-
nancial assistance. The IMF evaluation of

the quality of economic policy in the state
shall be the signal to the foreign investors
whether to invest in Montenegro or not.

Department for International

Cooperation and 

EU Integrations

Jadranka Radunović,

Coordinator of the Department 

1- SDR nije valuta, već obračunska jedinica, odnosno vještački stvoreno sredstvo plaćanja u međunarodnim finansijskim transakcijama, određeno pravilima MMF-a.
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WWAASSHHIINNGGTTOONN,,  1188  JJAANNUUAARRYY,,  22000077  

Montenegro became a member of the World Bank
Group after Minister of Finance Igor Lukšić had signed
the Articles of Agreement of the International Bank for
Reconstruction and Development (IBRD). In addition to
the membership in this financial institution, Montenegro

also joined International Development Association
(IDA), International Finance Corporation (IFC) and Mul-
tilateral Investment Guarantee Agency (MIGA).

Minister of Finance of the Government of the Repu-
blic of Montenegro Igor Lukšić,PhD who pays visit to Wa-
shington on the occasion of realization of Montenegro's
membership in the World Bank and International Mone-
tary Fund (International Bank for Reconstruction and
Development, International Development Association,
International Finance Corporation and Multilateral In-
vestment Guarantee Agency) signed original Articles of
Agreement of the International Bank for Reconstruction
and Development and deposited with the US Govern-
ment an Instrument of Acceptance of the IBRD Articles
of Agreement at the ceremony held  on 18 January 2007
in Washington. 

On the same day, Minister Lukšić also signed original
Articles of Agreement of the International Finance Cor-
poration and International Development Association
and original Convention establishing Multilateral Invest-

ment Guarantee Agency at the headquarters of the World
Bank and deposited Instruments of Acceptance of IFC
and IDA Articles of Agreement and Instrument of Ratifi-
cation of MIGA Convention with the International Bank
for Reconstruction and Development.

Following the signing ceremony, Minister Lukšić said
that Montenegro's membership in the World Bank was a
historic event for the country and its citizens. 

"We strongly believe that co-operation with these in-
stitutions will also contribute to Montenegro's becoming
recognized as a state conducting a policy aimed at incre-
asing living standards of its citizens in a short and long-
term period.  It is in the interest of each policy, including
our Government policy as well ", said Minister Lukšić.

With accession of Montenegro, the number of mem-
ber states was increased to 185 in IBRD, 166 in IDA, 179
in IFC, and 170 in MIGA. According to the statement from
the World Bank, "apart from financial and research sup-
port provided to the Government of Montenegro from
IDA and IBRD funds, the World Bank Group will provide
further support through IFC and MIGA for the purpose
of encouraging investments in the private sector of Mon-
tenegro ". World Bank assistance will be primarily focu-
sed on providing support to Montenegro in its EU inte-
gration process; promotion of development and creation
of new jobs through investments in tourism infrastructu-
re in conformity with principles of sustainable develop-
ment and environmental protection.    

Minister of Finance Igor Lukšic, PhD was appointed
Montenegrin Governor in the World Bank Group.  

Montenegro's membership 
in the International 

Monetary Fund and World Bank
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WWAASSHHIINNGGTTOONN,,  1199  JJAANNUUAARRYY  22000077  

In the framework of the IMF and World Bank acces-
sion program, Montenegrin Minister of Finance Igor Luk-
šić, PhD also met with the IMF Managing Director Rodri-
go de Rato, IMF Deputy Managing Director Murilo Portu-
gal and senior officials of the Fund.

The talks were focused on types of further co-opera-
tion and contents of new arrangement under which IMF
wanted to support the economic policy of the Govern-
ment. Minister of Finance had also brief talks with the
World Bank President, Paul Wolfowitz, and Bank Mana-
gement about activities concerning new assistance of the
WB to Montenegrin reform process. 

Minister Lukšić has sent today a letter to the Dutch Mi-
nister of Finance Gerrit Zalm, applying for membership
in the constituency chaired by the Netherlands. In addi-
tion to the Netherlands, the members of the constituency
are Armenia, Bosnia and Herzegovina, Bulgaria, Georgia,
Croatia, Israel, Cyprus, Macedonia, Moldova and Ukraine.

PPRREESSSS  CCLLIIPP

"Montenegro has joined the International Monetary
Fund (IMF) and the World Bank, boosting each institu-
tion's total membership to 185 countries. /web.world-
bank.org/

The Balkan republic of 620,000 people became Euro-
pe's newest country last summer after its voters suppor-
ted a split from Serbia in a May referendum. … Both the
IMF and the World Bank made separate announcements
about Montenegro's membership on Thursday. IMF chief
Rodrigo de Rato said the country's transition to indepen-
dence has been impressive and economic activity has re-

covered. He also noted that the country has increasingly
become the focus of investor interest. ..." [The Associated
Press/Factiva]

De Rato further pointed out that "[T]he future holds
many challenges. Achieving a sustained increase in pros-
perity will require sound economic management, in or-
der to establish the conditions for economic growth and
stability - not least in harnessing the benefits of strong fo-
reign direct investment and tourism for the country's fu-
ture development." [Xinhua (China)/Factiva] 

Montenegrin TV notes that "…The original IMF statute
and World Bank convention were signed by the Monte-
negrin Finance Minister and Central Bank Council Presi-
dent, Igor Luksic and Ljubisa Krgovic respectively. … With
its membership in the IMF and World Bank Montenegro
has completed its integration into the global economic
system and has won the right to apply for financial aid li-
ke all the other members of these organizations. … Mem-
bership in the IMF is very important because with the
help of this international organization's program's Mon-
tenegro will accelerate its journey to the European
Union, Krgovic pointed out. … Luksic believes that mem-
bership in the IMF and World Bank is of exceptional im-
portance for Montenegro because of its future ratings,
and that it is an excellent signal to all potential investors
who are prepared to invest in Montenegro. …" [Montene-
grin TV/Factiva]

"… Montenegro's quota, or stake in the IMF, was set at
$41.2 million out of a total of $325 billion of the 185 mem-
bers. … The World Bank said it is developing a new four
year strategy for Montenegro to help shore up public fi-
nances and to encourage private sector investments. 'The
strategy, which is expect to be completed by mid-2007, is
likely to focus on supporting Montenegro on the path to-
ward European Union membership; promoting growth
and jobs through investments in environmentally sustai-
nable tourism infrastructure, along with other high prio-
rity infrastructure needs; and supporting government ef-
forts to strengthen and streamline social services such as
health and education,' the Bank said." [Agence France
Presse/Factiva]

Spokesperson, 

ANA MILJANIĆ

Assistant to the spokesperson, 

BILJANA BATAKOVIĆ
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Acceptance of the Republic of Monte-
negro in NATO Programme "Partnership
for Peace" is a big recognition for all efforts
that were undertaken in the reform of the
defence system in last two years. Analyses
done before Montenegro was invited to jo-
in Partnership for Peace, showed that there
was made a significant progress, especially
in security sector financing, with good
chances to achieve NATO standards com-
pletely in upcoming period.

Reforms in financial part of the defen-
ce system started in 2005, and they were in-
tensified in the budget year of 2006, as well
as in the endorsed budget for the year 2007.   

From chronological point of view, re-
forms steps were as follows: 

Reduction of the paid personnel in
the defence system was continued, and in
the period 2005-2006 number of the per-
manently employed decreased for 3.160,
which makes 51%, and at the beginning of
2007 total number was around 3.000 per-
sons;  

Social programme of redundancy
personnel in the Army has been comple-
tely financed; 

Stability in defence system financing
has been achieved;  

Even before proclamation of the in-
dependence of Montenegro, there had
been established a special state body for
defence system financing and that way, fi-
nancing logistics was provided indepen-
dently from Belgrade. After establishing
the Ministry of Defence, this body has been
intagrated as a part of this Ministry;

Many locations and facilities, which
had been used by the Army, were left
(abandoned), so that it influenced decrea-
se of the costs;

By selling a part of the military pro-
perty, which was not needed for the Army
functioning, there were realized incomes,
which have been used, through the budget,

according to the government's decision,
for social programme and payment of the
Army arrears;

Military pensions payment for about
3.000 beneficiaries was taken over, in a way
that Fund for Social Insurance of Military
Insurees unilaterally stopped further pay-
ment in second half of 2005. Military pen-
sions were excluded from the Defence
Budget for 2007 and they got included in
the Fund for Pension and Disability Insu-
rance of the Republic of Montenegro;   

Two unprofitable military income-
based institutions got liquidated. These in-
stitutions existed in defence system and in-
stead of profit, they were producing only
losses, and  about 200 employees from the-
re have been taken care of through appro-
priate social programme;

Procedure for privatization of some
institutions from the defence system was
initiated. One of these institutions had alre-
ady been privatized (MTRZ "Sava Kovace-
vic" - Tivat), while procedure is ongoing for
another institution of budget type (Centre
of Military-Medicine Institutions Meljine);

Real estates, which are necessary for
Army functioning, will be defined through
the activities of the Government Commis-
sion, as also procedure regarding property
that the Army doesn't need.

When planning and financing the de-
fence system, the Republic of Montenegro
is oriented to the established standards,
which are valid for Euro-Atlantic integra-
tions. First of all, it is referred to the percen-
tage of appropriating funds from GNP and
structure of the defence budget costs. 

It can be stated that Montenegro, in this
sense, already approached NATO stan-
dards, which is illustrated by the fact that in
last three years disbursements for defence
decreased from 2,45% of GNP in 2005 to
2,04% of the estimated GNP in 2007. Revi-

ew of the defence disbursements is given
in the following chart.

Review of the defence disbursements
in period 2005-2007

Also, structure of the expenditures in
defence budget is on good way to be adjus-
ted to the standards, which are valid in this
sphere. The achieved results are vey impor-
tant, which could be seen in the following
chart.

Expenditures structure for defence in
period 2005-2007

Besides, transparency in planning and
spending of the funds for defence system
is provided, as well as procurement of the
money only within the state budget.

Certainly, support of the countries to
which Montenegro, by accession to the NA-
TO programme - "Partnership for Peace",
became a partner, would be very valuable
all in order to have successful course and fi-
nalization of the defence system reform, in
the situation when needs exceed possibili-
ties.  

PREDRAG STAMATOVIĆ, 
AAddvviissoorr  ooff  tthhee  MMiinniisstteerr    

MIJAJLO SAVOVIĆ, MA, 
AAddvviissoorr  ffoorr  tthhee  DDeeffeennccee  BBuuddggeett

Montenegro in
Partnership for peace  
- transparency of the
defence budget

Predrag Stamatović M.A. Mijajlo Savović
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PPRREEAAMMBBLLEE

Through adopting and implementa-
tion of the laws, strategies and current
programmes, with the assistance of inter-
national community, Montenegro achie-
ved significant success in all areas during
the year 2006. If we look at its  legislative
activity, Ministry of Finance, in accordan-
ce with its capital strategies which had
been set up in the previous period aimed
at overall development, has drafted more
than 60 laws (certain number of draft
laws are currently in the Government or
Parliament procedure), furhtermore - mo-
re than hundred bylaws, regulations, de-
crees, rule books etc. In this proces a gre-
at number of Analyses, evaluations and
studies was prepared. They had precee-
ded drafting of almost all laws. 

--  TTHHEE  KKEEYY  LLEEGGAALL  PPRROOJJEECCTTSS  FFRROOMM
TTHHEE  MMIINNIISSTTRRYY  OOFF  FFIINNAANNCCEE  WWOORRKK
PPRROOGGRRAAMMMMEE  FFOORR  TTHHEE  YYEEAARR    22000066..  

PPrrooppoossaall  ooff  tthhee  LLaaww  oonn  PPrrooppeerrttyy//LLee--
ggaall  RReellaattiioonnss,,  iinncclluuddeedd  iinn  tthhee  AAggeennddaa  ooff
GGoovveerrnnmmeenntt  ooff  MMoonntteenneeggrroo  ffoorr  22000077..

By adopting the Law on Property/Le-
gal Relations Montenegro shall entirely
regulate general legal system of matters
and rights which shall enable holders of
these rights, in relation to the real rights,
to have the same scope of rights as citi-
zens of other states of Europe.

This law proposal also governs the is-
sues related to the condominium proper-
ty, fiduciary transfer of the rights on pro-
perty and mortgage, which enabled syste-
mic character of the legal texst, makes ea-
sier the insight into the subject laid down
by the regulations as well as the very regu-
lation.

The Konstantinović model was main-
ly used for the purpose of formulating of
legal norms while drafting of the Propo-
sal of this Law. The  Proposal is characteri-
zed with the clarity, readability clearness
and elegancy of the legal text. The best
comparative law experience, adjusted to
our situation and harmonized with the in-
ternational standards in this area were
used for this purpose.

Proposal of this law has clearly defi-
ned the real rights' subjects, objects and
principles as well as the general princi-
ples they are based on (determination,
prohibition of the real rights' misuse, res-
trictions of the property rights etc). Legal
conception of the property was defined
as well as social function of the property,
possibility and way of restricting of pro-
perty. Other real rights (officialdom, real
burden and pledge, state property rights
etc) were also idenitified. Furthermore,
the law regulated issues of acquiring and
ceasing of the property law on the basis
of the legal affair, by inheriting, by the de-
cision of the state body in a way, under
conditions set up by the law and so on.

Issues of the co-ownership rights,
common ownership rights and condomi-
nium ownership rights are specially regu-
lated by the law. The issues related to the
right of officialdom, personal officialdom
and rights of neighbours are certainly sti-
pulated in the appropriate way. The pos-
session actual as factical power over the
things, has also been stipulated by this
law. Adopting the property   codification
represents important government issue.
Law on Property must be put into imple-
mentation in order to become the right of
practice. Each new period of time requi-
res new solutions. We are positive that

this law will meet the new requirements
which will appear in time.

PPrrooppoossaall  ooff  tthhee  LLaaww  oonn  SSttaattee  PPrrooppeerrttyy
iiss  uunnddeerr  tthhee  GGoovveerrnnmmeenntt  pprroocceedduurree  --
iinncclluuddeedd  iinn  tthhee  AAggeennddaa  ooff  GGoovveerrnnmmeenntt
ooff  MMoonntteenneeggrroo  ffoorr  22000077..

While preparing of the text of this law,
together with other regulations from that
area, legislation governing property and
property rights has been completed. 

By setting norms for specific solu-
tions in the Proposal of the Law on State
Property, basic intenion was to define all
concepts in this area and set up clear aut-
horizations concerning the right to dispo-
se, manage, use, exchange etc on the state
property, to ensure evidence and as-
sumption of the state property and con-
stitute bodies with the intention to mana-
ge and protect this property (the institu-
tion in charge for the property and in-
spector for the state property).

The proposed law clearly defined con-
cepts of disposing, using and managing
state property and their meanings were
made clear. Also the procedure of the re-
cording the state property was stipulated
as well as establishing of the Property Re-
gister which is a special obligation and res-
ponsibility of the relevant bodies of the
Republic and municipality which use state
property or perform supervision over that
property (state property which is regula-
ted with special laws like the Law on Coas-
tal Zone, Law on Roads, Law on Forests,
Law on Waters etc).

Legislative activity 
of the Ministry of
Finance during 
the year 2006

Ana Miljanić
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TThhee  LLaaww  oonn  SSttaattee  SSuurrvveeyy  aanndd  CCaaddaass--
ttrree,,  aaddoopptteedd  bbyy  tthhee  GGoovveerrnnmmeenntt  ooff  tthhee
RReeppuubblliicc  ooff  MMoonntteenneeggrroo  iiss  nnooww  iinn  tthhee
PPaarrlliiaammeenntt  pprroocceedduurree

The reasons for adopting of this law
are contained, first of all in the need for re-
moving certain problems and defects
which had been noticed in the previous
implementation of the applicable Law on
State Survey and Cadastre and Inscription
of the Rights to Real Estate which means -
improving and modernizing of current so-
lutions and further incorporating of the
Europan norms and standards. By imple-
mentation of this Law over the entire terri-
tory of Montenegro, the following things
will be ensured in a modern and high qua-
lity way: safety of property and lease; pro-
tection of the state interest; guarantees for
obtaining of credit; basis for taxation of
land and property; monitoring of the land
market; cecreasing of the conflict of inte-
rest; implementation of the land reform;
enhancing of the town planning and lea-
ding of the land policy with the statistic
data system.

TThhee  LLaaww  oonn  CChhaannggeess  aanndd  AAmmeenndd--
mmeennttss  ooff  tthhee  LLaaww  oonn  EExxpprroopprriiaattiioonn

Changes and amendments of the cur-
rent Law on Expropriation adopted by
the Parliament of the Republic of Monte-
negro by middle of the year 2006,  ena-
bled adjustment and improving of  norms
governing the issue of entrance into the
real estate, ensuring of appropriate mar-
ket remuneration to the former owners
for the expropriated real estate as well as
the rights of the expropriation beneficia-
ries (on the basis of the ensured market
price for remuneration for the former
proprietor) to obtain appropriate rights
to recording property and entering into
the possession of the expropriated real
estates. 

Changes and ammendments of the
law enabled harmonization with the Con-
stitution of the Republic of Montenegro
in a way that  that they stipulated that in-
scription of the property rights to the ex-
propriated real estate is to carried out on
the basis of the valid ruling on expropria-
tion and documented evidence on paid
remuneration. Such ruling unlike previo-
us one, enabled maximum protection for
the former owner of the expropriated re-
al estate so that expropriation beneficiary
shall be disabled to transfer property
right to himself/herself and to enter into
the possession of the expropriated land

until the former owner (in accordance
with the applicable ruling on expropria-
tion) gets remuneration which is determi-
ned on the basis of market prices by the
state institution - Directorate for Real Esta-
te. On the other hand, expropriation be-
neficiary is also protected from the possi-
ble, occurring relatively often, obstruc-
tion from the former owner as, regardless
to his/her possible disagreement with the
ruling on expropriation and the amount
of the determined remuneration, he/she
shall acquire right to transfer property
right and enter into possession on the ba-
sis on the applicable  ruling on expropri-
ation and on the basis of payment of the
market remuneration determined by the
unbiased state institution in charge.

AAmmmmeennddmmeennttss  ooff  tthhee  LLaaww  also ena-
bled carrying out of the terminology har-
monization with other applicable regula-
tions. Also, certain interventions were ma-
de aimed at improving the very procedu-
re of identifying market value of the ex-
propriated real estate and depositing of
these funds during the expropriation pro-
cedure, at the state institution in charge,
which makes an additional security mea-
sure for the former owner.

With the changes and ammendments
of this law, second instance procedure
from the area of expropriation was displa-
ced from the Directorate for Real Estates
to the Ministry of Finance.

Bylaws for this Law encompassed
drafting and publishing in the Official Ga-
zette:  "Manual on Way and Procedure of
Payment of the Funds from the Expropri-
ation Deposit Account".

PPuubblliicc  PPrrooccuurreemmeenntt  LLaaww  wwaass  aaddoopptteedd
iinn  tthhee  PPaarrlliiaammeenntt  ooff  tthhee  RReeppuubblliicc  ooff  MMoonn--
tteenneeggrroo  iinn  JJuullyy..

New Public Procurement Law was
harmonized with the EU Directives, inter-
national practice and legal solutions of
the countries in the region which will ha-
ve a significant influence upon imple-
mentation of one of the Aqui Communi-
taire basic principles: free flow of the
goods, services and capital in a way that
the conditions will be provided for the
fair market competition and ensuring the
best value for the invested money. The
areas with the problems in implementa-
tion, which were differently interpreted
are now stipulated more precisely: public
procurement methods, rights protection
procedure etc. Apart from that, appeal

procedure is stipulated in detail as well as
the scope of persons with an active legiti-
mity as well as the procedure before the
first instance body and procedure before
the State Commission, the terms in which
the objection and complaints may be sub-
mitted, decisions-making procedure and
kind of decisions. The resolution of the
State commission shall be valid and shall
exclude the right of initiating the adminis-
trative dispute from the reason that admi-
nistration dispute takes too much time
and prolongs the public procurement
procedure which is urgent by its charac-
ter. Persons who are actively legitimated
in the appeal procedure pursuant to the
Public Procurement Law, may obtain the
right of idemnification before regular
courts within the law suit.

Similar practice was laid down by the
legislations from the area of public procu-
rement in the surrounding countreis. Re-
commendatons from the European part-
nership in relation to the public procure-
ment include the obligation to provide
implementation of the consistent and ef-
ficient public procurement system in
Montenegro and ensure strengthening of
administrative capacity of the competent
public administration body and State
commission. Also, in accordance with the
Recommendations, it is necessary to en-
sure transparency of procedures regard-
less to the value of the contract in ques-
tion and in such way, completely avoid
discrimination of the bidder. The above
mentioned recommendations are entire-
ly incorporated into the text of the new
Public Procurement Law.

BByyllaawwss  --  PPuurrssuuaanntt  ttoo  tthhee  PPuubblliicc  PPrrooccuu--
rreemmeenntt  LLaaww,,  tthhee  ffoolllloowwiinngg  iissssuueess  wweerree
ppeerrffoorrmmeedd  aanndd  ppuubblliisshheedd  iinn  tthhee  OOffffiicciiaall
GGaazzeettttee::

- Regulation on organization and way
of work of the state administration (by
which the Directorate for Public Procure-
ment was established).

- The Rule Book on the profile and
way of issuing of the document which
will ensure regular paying of obligations
under public procurements.

- The Rule Book on methodology of
expressing criteria into the appropriate
number of points, way and procedure of
evaluation and comparison of the bids.

- Public procurement plan.

TThhee  LLaaww  oonn  tthhee  BBuuddggeett  FFiinnaall  AAccccoouunntt
ooff  tthhee  RReeppuubblliicc  ooff  MMoonntteenneeggrroo  ffoorr  tthhee
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yyeeaarr    22000055,,  aaddoopptteedd  bbyy  tthhee  PPaarrlliiaammeenntt  ooff
tthhee  RReeppuubblliicc  ooff  MMoonntteenneeggrroo  iinn  NNoovveemm--
bbeerr

Budget consumption policy for the
year 205 was aimed at decreasing of the
budget deficit e.g. at funding of budgeta-
ry expenditures from the real resources.
Therefore it was aimed at making balance
between budgetary revenues and expen-
ditures, stable functioning of all budget
beneficiaries, decreasing of the internal
debt, regular repayment of obligations on
the basis of the citizens' foreign exchange
saving and regular servicing of obliga-
tions toward international financial insti-
tutions. Regular servicing of obligations
toward international financial institutions
is very important from the aspect of cre-
dit rating of Montenegro. In implementa-
tion of these goals consequent applying
of the reformed taxation system, impro-
ved financial discipline and more effici-
ent collection of fiscal dutier had special
importance. Money management thro-
ugh the treasure system enabled budget
consumption rationalization within the
public finance system, minimizing of
costs on the basis of loans, higher stabili-
ty in public consumption funding and ad-
justing of the public finance system to the
international standards. Priority in perfor-
ming of budgetary obligations was rela-
ted to the obligations in relation to fun-
ding of the state bodies' basic functions:
education, culture, social programme im-
plementation, stimulating development
of agriculture and tourism as strategic
branches of the industrial development
of Montenegro, implementation of the
public works programme, crediting of
small and medium enterprises and en-
couraging their competitive capacities,
maintaining, construction and recon-
struction of state roades, regular servicing
of international debts and decreasing of
the internal debt.

TThhee  LLaaww  oonn  BBuuddggeett  ooff  tthhee  RReeppuubblliicc  ooff
MMoonntteenneeggrroo  ffoorr  tthhee  yyeeaarr  22000077,,  aaddoopptteedd  iinn
DDeecceemmbbeerr  22000066

Assumption related to the public con-
sumption of the Republic of Montenegro
for the year 2007 was made on the basis
of the expected  GNP growth for the year
2007, data on public consumption within
the period 2001-2006 and real changes
that are related to the set of the laws from
the area of fiscal policy, first of all, Income
Tax Law and Law on VAT as well as on the
basis of all other legal regulations gover-

ning the work of the state administration
bodies, out-of-budget funds and other sta-
te subjects. For the first time the Law on
Budget also contains capital budget sepa-
rated from the current one, where the
most important capital projects in the
year 2007 which will be funded by the
budget, are systematically processed.

The assumed amount of the GNP for
the year 2007 amounts to 2,004 million
euro. Public consumption for the year
2007 was envisaged at the level of 42,85%
of GNP. However, after deducting capital
budget amounting 1,69% of GNP, the re-
sult is 41,16% of GNP which is in accor-
dance with the Government strategic gui-
delines about relative decrease of public
consumption in GNP which shall reach
35% until the end of the year 2011.

Also, in relation to the year 2006, this
represents a decrease of approximately
2% although Budget was nominally incre-
ased. The biggest amount of the public
consumption is related to the budget of
the Republic of Montenegro which amo-
unts (without debt repayment) 578,26
million eur, then Pension Fund Budget:
200.71 million eur, Healthcare Fund:
115.92eur, Employment Agency: 19.65 eur
and local government budgetary expen-
ditures: 89.7 million eur.  After second le-
vel of consolidation, the overall amount
of the public consumption is 858.79 eur
e.g. 824.88 eur. After deducting of capital
budget, budget suficit amounts 10.7 mil-
lion eur or 0,54% GNP  while the consoli-
dated budget suficit amounts 12.06 mil-
lion eur or 0.6% GNP. Capital expenditure
on the level of consolidated public con-
sumption amounts 101.31 million eur or
5.06% of GNP.

The envisaged amount of total reve-
nues of the budget of the Republic of
Montenegro for the year 2007 was 616.86
million eur out of which current revenues
amounted 583.48 million eur  while other
revenues amounted to 33.38 million eur.
As for the current revenues the most im-
portant items are VAT: 297.14 eur, excise
tax: 79.37 million eur, personal income
tax: 66.12 million eur  and custom duties:
60.66 million eur .

Compared with the year 2006 the ove-
ral revenues of the budget were increased
by 84.86 million eur. 

Favourable fiscal indicators which
characterized the year 2006, percentage
of implementation of the current reve-
nues in relation to the plan is 13% which,
according to the assumptions, will be con-

tinued in the year 2007 with the somew-
hat slower growth trend. However, as-
sumptions show that in the next year bud-
get will also be balanced and that current
consumption will be completely covered
with the current revenues, which means
that there will be no need for indebte-
dness of the funds. At the capital budget,
indebtedness of funds was envisaged on
the basis of the project loans from EIB
amounting to 11 million and the withdra-
wal of the already signed loans from EIB,
EBRD and the World Bank.

The overal revenues are allocated to
the current budget expenditures amoun-
ting 582.95 million eur  and  capital bud-
get amounting 33.91 million eur.

While envisaging budget expenditu-
re, Government especially took into con-
sideration necessity to implement the
programme goals of the Ministry, other
state government bodies, judiciary sys-
tem and legislative authorities, taking spe-
cial care that priority should be: servicing
of international obligations which had
been agreed on the basis of indebtedness
and those obligations the implementa-
tion of which will start in the year 2007.

LLaaww  oonn  CCoonnttrrooll  oovveerr  tthhee  SSttaattee  AAssssiiss--
ttaannccee,,  iinn  tthhee  PPaarrlliiaammeenntt  pprroocceedduurree

Establishing of the regulatory and in-
stitutional framework for the control over
the state assistance in Montenegro stop-
ped the previous practice in which the
state assistance allocation had been regu-
lated by individual acts without stipulated
terms and rules for preparation and gran-
ting the state assistance as well as without
mechanisms of the contol over granting
and utilization, additional approving and
returning of the state assistance.

The Law on Control over the State As-
sistance covered general conditions and
rules for preparation, granting, control of
granting and utilization, additional appro-
ving and returning of the state assistance
which will enable: gradual abolishing of
all kinds of state assistance which violate
or threaten to violate market competition
by giving advantage to some companies
or products which is appraised on the ba-
sis of the rules on market competition in
EU (articles 81,82,86,87) of the Agree-
ment on Establishing EU, founding an in-
dependent operatonal body authorized
for the supervision and control within the
procedure of granting and utilization, ad-
ditional approving and returning of the
state assistance, which will be authorized
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to evaluate programme and individual
state assistance as well as to initiate return
of state assistance which was illegaly ap-
proved.

Also, building of the transparent sys-
tem of the state power control itself has
the important positive effects concerning
creation of economic policy, rational
planning of the state budget and mana-
ging budget deficit, easier reporting and
more efficient cooperation with interna-
tional organizations with which Montene-
gro has financial arrangements.

LLeeggiissllaattiivvee  aaccttiivviittyy  ooff  tthhee  MMiinniissttrryy
ooff  FFiinnaannccee  wwiitthhiinn  tthhee  DDeeppaarrttmmeenntt  ffoorr  iinn--
dduussttrryy,,  ffiinnaannccee,,  iinntteerrnnaattiioonnaall  ccooooppeerraattiioonn
aanndd  ggaammeess  ooff  cchhaanncceess  dduurriinngg  tthhee  yyeeaarr
22000055  aanndd  22000066  iinn  aaccccoorrddaannccee  wwiitthh  tthhee
PPrrooggrraammmmee  ooff  tthhee  GGoovveerrnnmmeenntt  ooff  tthhee  RRee--
ppuubblliicc  ooff  MMoonntteenneeggrroo  eennccoommppaasssseedd  tthhee
ffoolllloowwiinngg::

The Law Foreign Current and Capital
operation; The Law on Bills of exchange;
The Law on Changes and Amendments
on Preventing of Money Laundering and
Terrorism Financing; The Law on Finan-
cial Leasing: The Law on Taking Over Sha-
reholding Companies; The Law on Chan-
ges and Amendments to the Law on Pro-
tection of Deposits; The Law on Accoun-
ting and Audit; The Law on Changes and
Amendments to the Law on Securities:
Proposal of the Law on Insurance (adop-
ted on the session of the Government of
the Republic of Montenegro as of Decem-
ber 1st 2005 and put into the Parliament
procedure); Proposal of the Law on Vo-
luntary Pension Funds (adopted on the

session of the Government of RCG as of
July 27th 2006 and put in Parliament pro-
cedure); Proposal of the Law on Disburse-
ment of the Foreign Exchange Savings
which had been deposited at the authori-
zed banks with HQs out of the Republic of
Montenegro (addressed to the Commis-
sion to be discussed and adopted); Propo-
sal of the Law on Changes and Amend-
ments to the Law on Non-Govenmental
Organizations (drafting of the material for
the Commission is in the course).

BByyllaawwss::  The Law on Criteria on De-
termining of Beneficiaries and the Way of
Distributing the Part of the Income of the
Games of Chances was adopted and pu-
blished in the Official Gazette of the RCG
No.: 56/05 as of August 3rd 2005.

Rule Books: With the adopted Law
on Games of Chances (Official Gazette
RCG No. 52/04 as of August 2nd 2004)
submission of the bylaws was envisaged
for the year 2005. The bylaws were adop-
ted and published in the Official Gazette
of the RCG No. 10/05 as follows: The Rule
Book on Spatial and Technical Require-
ments which must be Fulfilled by the Ca-
sino and the Rule Gook on Daily Calcula-
tion by the Games of Chances Individual
Table; The Rule Book on Spatial and Tech-
nical Requirements for Performing Ga-
mes of Betting; The Rule Book on Spatial
and Technical Reqirements for the Slot
Machine - Club and Forms of the Report
for the Work and Inventory of the Dialer
Situation; The Rule Book on Spatial and
Technical Requirements for Perfoming of
Technical Check of the Slot Machine and
Tables for the Games of Chances.

Also, the Reports and Analyzes
were regularly prepared, for instance:
The Guidelines for Drafting of the
Capital Budget which identifies the
way and procedure of drafting the
capital budget for the purpose of the
more transparent fiancial reporting
and providing background for the
improved decision-making from the
area of economic policy, then, the
Report on the Situation with the Public
Debt of Montenegro (up to December
31st 2005) with the regard to imple-
mentation of the Debt Management
Strategy of the Republic in the year
2005, Analisys of the Tax Policy
Implementation for the year 2005, The
Report on the Consolidated Public
Consumption (central budget, out-of-
the-budget funds and municipalities)
in the year 2005 which is the basis for
processing the consolidated public
consumption indicators (central budg-
et, out-of-the-budget funds and munic-
ipalities) in the year 2005, The Report
on Macro-fiscal Trends containing
indicators related to the macro-fiscal
trends, The Report on Implementation
of the Marco-fiscal Policy during the
first six months and proposing of the
macro-economial and fiscal policy
implementation during the first six
months as well as proposing of the fis-
cal policy goals and guidelines on the
basis of which the revenues and
expenditures for the next year are
envisaged etc. 

Having in mind significant
progress and results achieved by
Montenegro during the year 2006 and
by constant leading of the appropriate
economic policy, encouraging the key
sectors - especially tourism, agriculture
and power industry as well as by the
continued legislative activity of the all
relevant system institutions, new bod-
ies of the state administration were
developed and enhanced functionali-
ty of the current state administration
bodies towards higher adjustability of
the system to the needs of citizens,
business and the society as a whole.

SSppookkeessppeerrssoonn  ooff  tthhee  
MMiinniissttrryy  ooff  FFiinnaannccee

AANNAA  MMIILLJJAANNIIĆĆ

IINNFFOORRMMIINNGG  TTHHEE  PPUUBBLLIICC
Apart from the Work Programme and regulation which followed the Economic

Agenda Reforms, many projects were implemented and published. They con-
tributed to the process of informing the public on the overall activities of the
Ministry of Finance and specific work segments like quarterly Bulletins encom-
passing capital reports - on the public debt, macro-fiscal situation and trends, actu-
al changes in legislation, main projects and many other useful information.

We have published the Guide through the Tax Legislation of the Montenegro -
in electronic form, which enabled reviewing of the legislation with the corre-
sponding useful comments for the easy and fast insight into the basic characteris-
tics of the specific tax profiles within the Montenegro taxation system.
Montenegro started with the tax system reform as well as with the overall financial
system reform in the year 2001. Its basic goals were, first of all, directed to: stimu-
lating domestic production and investments; making Montenegro more attractive
to the foreign investors; making the goods manufactured in Montenegro more
competitive at the foreign market; harmonizing of the taxation system with the EU
directives and international standards; making taxation system simplier, more effi-
cient and easier for application. Publishing of the Guide through the Montenegro
Tax Legislation has been envisaged for February 2007 .
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3300  DDeecceemmbbeerr  22000066::  MMeemmbbeerrsshhiipp  ooff
tthhee  RReeppuubblliicc  ooff  MMoonntteenneeggrroo  iinn  tthhee
WWoorrlldd  BBaannkk  GGrroouupp  

Committees of the Governors of the
members of the World Bank Group, Inter-
national Bank for Reconstruction and De-
velopment, International Financial Cor-
poration and International Association

for Development adopted on 29 December 2006 a Resolution of
the International Bank for Reconstruction and Development, No.
582, Resolution of the International Financial Corporation No.214,
called “Membership of the Republic of Montenegro”, which ena-
bles Montenegro to become member of the Bank, the Corporation
and the Association. Adoption of the Resolution of the Multilateral
Agency for Guarantee of Investments, the fourth member of the
World Bank Group, by the Committee of the Agency’s Governors,
is expected by beginning of January. At the same time, Government
of the Republic of Montenegro has appointed minister of finance,
Dr Igor Luksic as a Governor of the Republic of Montenegro in the
International Bank for Reconstruction and Development, Interna-
tional Financial Corporation, International Association for Deve-
lopment and Multilateral Agency for Guarantee of Investments. Mi-
nister of finance, Dr Igor Luksic shall sign original statute of the In-
ternational Bank for Reconstruction and Development in the Uni-
ted States Department and he shall deposit Instrument of the
acceptance of the Statute of the International Bank for Reconstruc-
tion and Development in the Government of the United States of
America at the ceremony that will be organized on 18 January 2007
in Washington. Minister of finance shall also sign original statutes
of the International Financial Corporation and International Asso-
ciation for Development as well as original Convention on esta-
blishment of Multilateral Agency for Guarantee of Investments in
headquarters of the World Bank, and he’ll deposit Instruments of
acceptance of the Statutes of the Corporation and Association as
well as Instrument of ratification of the Agency Convention in the
International Bank for Reconstruction and Development, on the
ceremonies of 18 January in Washington.    

2299  DDeecceemmbbeerr  22000066::  SSiiggnneedd  AAggrreeeemmeenntt  bbyy  tthhee  GGoovveerrnnmmeenntt  ooff
tthhee  RReeppuubblliicc  ooff  MMoonntteenneeggrroo,,  TTrraaddee  UUnniioonn  aanndd  tthhee  UUnniioonn  ooff  tthhee
EEmmppllooyyeerrss  ooff  MMoonntteenneeggrroo,,  aass  wweellll  aass  DDeecciissiioonn  oonn  tthhee  lloowweesstt  ccoosstt
ooff  llaabboouurr  oonn  tthhee  lleevveell  ooff  tthhee  RReeppuubblliicc  ooff  MMoonntteenneeggrroo    

Minimal cost of labour, base for salaries accounting in public
sector, will gradually increase in next year and it will be 55 EUR in
July, says the Agreement, which is signed today by representatives
of the government, Trade Union and Union of Employers. Docu-
ment is signed by Prime Minister Zeljko Sturanovic, as well as by
presidents of the Trade Union and the Union of Employers, Danilo
Popovic and Predrag Mitrovic. Minimal cost of labour, which hasn’t
been changed since mid 2002, will increase on 52 EUR in January,
53 EUR in March and 55 EUR in July, while meal compensation and
holiday refund will still be 25 and 150 EUR. The Agreement envisa-
ges that by the end of the year Government should adopt changes

and supplements of the Decision on Establishing of the Economic-
Social Council, which, according to Mr. Sturanovic, has already
been done on Thursday. That Council will have seven representati-
ves of social partners. According to the Agreement, newly formed
Council is in charge to submit to the Parliament the adjusted chan-
ges and supplements of the Law on Labour, the General Collective
Contract and to prepare draft laws on peaceful solving of the la-
bour controversies and contributions, as well as on some other re-
gulations.

2200  DDeecceemmbbeerr  22000066::  SSttaatteemmeenntt  ooff  tthhee  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr
LLuukkššiićć  ffoolllloowwiinngg  tthhee  SSeessssiioonn  ooff  tthhee
GGoovveerrnnmmeenntt  ccoonncceerrnniinngg  tthhee  oouuttccoo--
mmee  ooff  tthhee  ssoocciiaall  ddiiaalloogguuee  rreeggaarrddiinngg
ddeetteerrmmiinnaattiioonn  ooff  tthhee  mmiinniimmuumm  llaa--
bboouurr  pprriiccee

…The Government suggested
today that labour price in the follo-
wing year should be increased in
each quarter in order to reach 55
EUR from current 50EUR. Labour
price would be increased to 52 EUR
in the first quarter, 53EUR in the se-
cond quarter, 54EUR in the third
quarter and to 55 EUR in the fourth
quarter. According to such propo-
sal, meal allowance would amount
25 EUR and reimbursement would amount 100EUR. As an alterna-
tive, the Government suggested that minimum labour price should
be 51EUR in the first four months next year, 53 EUR from May to
September and 55EUR for the rest of the year, with meal allowance
amounting 25 EUR and remuneration amounting 150EUR. It was
suggested that total monthly wage may not be less than 100 EUR.  

2200  DDeecceemmbbeerr  22000066::  AAggrreeeemmeenntt  oonn  iimmpplleemmeennttaattiioonn  ooff  ssooffttwwaarree
ffoorr  aa  uunniiffiieedd  ccoolllleeccttiioonn  ooff  ttaaxxeess  aanndd  ccoonnttrriibbuuttiioonnss  iinn  tthhee  TTaaxx  AAddmmii--
nniissttrraattiioonn  ssiiggnneedd  ttooddaayy    

Tax Administration of Montenegro will be provided with uni-
fied register for collection of taxes and contributions by end of
next year, based on the Agreement signed today between the Mon-
tenegrin Government and Slovenian company Hermes Softlab. The
Agreement amounting 1,22 million EUR, was signed in Podgorica
by Minister of Finance Igor Lukšić and President of the Managing
Board of the Hermes Softlab Peter Testen. Its implementation will
be funded from the World Bank interest-free credit which was ap-
proved to Montenegro two years ago for the support of pension re-
forms in Montenegro.   “…By this Project, the Tax Administration
will be directly connected with registers of Health Insurance Fund,
Pension and Disability Insurance Fund, Commercial Court, Emplo-
yment Agency, Payment Operations and citizens.  Therefore, we
will ensure cut in administrative costs, avoid overlapping and admi-
nistrative procedures and, what is relevant from the Ministry of Fi-
nance and Tax Administration point of view, we will facilitate the
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collection of taxes and contributions…”.

77  DDeecceemmbbeerr  22000066::  SSttaatteemmeenntt  ooff  tthhee  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr
LLuukkššiićć  ffoolllloowwiinngg  tthhee  SSeessssiioonn  ooff  tthhee  MMoonntteenneeggrriinn  GGoovveerrnnmmeenntt  ––
DDrraafftt  LLaaww  oonn  TTaaxx  AAddvviissoorrss  

“…Tax advisors
are professionals
who should help the
taxpayers to act in
conformity with the
tax and customs re-
gulations. Draft Law
on Tax Advisors has
been produced after
the German and Slo-
vak models, and
shall be effective as
of July next year.

Plan and program for related exams to be passed by future tax ad-
visors will be prepared in the meantime. In the beginning, the Mi-
nistry will give licenses to the tax advisors, while later on the licen-
ses will be issued by the professional association of the Tax Advi-
sors –the Chamber, once it is established…”

On the occasion of adoption of Information concerning settle-
ment of liabilities of the Russian Federation to the Republic of Mon-
tenegro, stemming from calculations of turnover of goods between
former USSR and ex-SFRY, including Draft Agreement and Draft
Protocol, the Minister of Finance Igor Lukšić said:“… By means of
the Draft Agreement on settlement of Russian debt to Montenegro,
amounting 18 million US$, conditions are created for its repayment
in goods and services. Russia will repay 6,6 million US$ to Monte-
negro through scientific and educational projects, 4 million US$ for
regional supply, and the remaining funds will be used for procure-
ment of machines and equipment. …I hope that this Agreement will
soon be signed and then ratified in the Parliament as it could ensu-
re fast realization of numerous useful projects …”

66  DDeecceemmbbeerr  22000066::  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć,,  PPhhDD  aatt  tthhee
pprreesseennttaattiioonn  ooff  tthhee  WWoorrlldd  BBaannkk  RReeppoorrtt  »»PPuubblliicc  EExxppeennddiittuurree  aanndd  IInn--
ssttiittuuttiioonnaall  RReevviieeww  ««  

"…Ministry of Finance of Montenegro together with other mi-
nistries and state institutions fully supported and co-operated with
the World Bank team which worked on the Report. The Report sys-
tematically and qualitatively presents state of affairs in several fields
which are of paramount importance for public expenditure mana-
gement in Montenegro… However, we cannot fully agree with all
suggestions given under the Document regarding the way ahead.
Evaluation of current situation in certain cases is perhaps too
judgmental, but it does not affect the quality of the Document, and
I am confident that through further co-operation between Monte-
negrin Government and World Bank in the implementation of the
Document we will come to an agreement concerning the steps and
time framework that are optimal for further reform of the public ex-
penditure system in Montenegro. … The Report was drafted in the
first half of 2006, so a significant progress in economic reforms was
not covered by the Document. Certain remarks and recommenda-
tions under the Document have meanwhile been observed, given
that some important projects that were in general design phase in
early 2006 were implemented later on…”

66  DDeecceemmbbeerr  22000066::  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć  rreecceeiivveedd  AAmm--
bbaassssaaddoorr  ooff  tthhee  CCzzeecchh  RReeppuubblliicc  iinn  BBeellggrraaddee,,  MMrr..  IIvvaann  JJeessttrraabb

…Minister Lukšić
informed the guest
about the plans of
the Montenegrin Go-
vernment for the
next four-year peri-
od, saying that the
next step would be
adoption of an in-
depth Agenda which

would include all priority activities of the Government up to 2010.
He also said that the macroeconomic stability was achieved thro-
ugh a solid legislative framework, which represents a good and
adequate basis for implementation of further and in-depth reforms
in the period to come…

44  DDeecceemmbbeerr  22000066::  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć,,  PPhhDD  ssiiggnneedd
AAggrreeeemmeenntt  oonn  DDeebbtt  RReesscchheedduulliinngg  aammoonngg  tthhee  GGoovveerrnnmmeenntt  ooff  tthhee
RReeppuubblliicc  ooff  IIttaallyy,,  RReeppuubblliicc  ooff  MMoonntteenneeggrroo  aanndd  RReeppuubblliicc  ooff  SSeerrbbiiaa  --  

The trilateral Agreement was signed by Famiano Crucianelli,
State Undersecretary of the Italian Ministry of Foreign Affairs on
behalf of the Italian Government and Dragan Jočić, Minister of the
Interior, on behalf of the Serbian Government … 

The Agreement of Debt reduction and rescheduling among
the Governments of Italy, Montenegro and Serbia covers the debt
to the Italian Export Credit Insurance –SACE and Artigiancassa
SpA, ODA Manager or development credits on behalf of Italy. To-
tal liabilities of Montenegro to the SACE, following 66% write-off
and according to debt records, amount about 4,67 million EUR and
3,29 million US$, which corresponds to the data kept with the Na-
tional Bank of Serbia concerning the amount of Montenegrin debt
to this Italian Agency. Debt repayment to the SACE following the
write-off will commence as of 22 September 2008 and will be finis-
hed on  22 March 2024… Agreement on Debt Reduction and Re-
scheduling is signed for the purpose of implementation of negoti-
ated minutes on debt consolidation of the Federal Republic of Yu-
goslavia (FRY).  

3300  NNoovveemmbbeerr  22000066::  SSttaatteemmeenntt  ooff  tthhee  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr
LLuukkššiićć  ffoolllloowwiinngg  tthhee  SSeessssiioonn  ooff  tthhee  MMoonntteenneeggrriinn  GGoovveerrnnmmeenntt  ––
DDrraafftt  BBuuddggeett  LLaaww  ffoorr  22000077  

“...Capital and current expenditures have been separated for
the first time in the Budget for next year. Total revenues are plan-
ned to amount 582,95 million EUR, while capital budget is planned
to amount 33,91 million… Total public expenditure for the next
year, according to estimations, will be 42,85 percent of GDP, or
41,16 percent without capital budget. GDP is estimated to be 2 bil-
lion EUR, because it is expected to increase by more than six per-
cent… The plan has been based on official estimations for 2004 ma-
de by MONSTAT, according to which GDP was increased more
than expected i.e. by 4,2 percent… Estimation of consolidated cur-
rent public expenditures is in accordance with the Governmental
plan according to which public expenditures should be reduced by
35 percent of GDP in the next four to five years, excluding capital
expenditures which will be higher…”

2299  NNoovveemmbbeerr  22000066::  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć,,  PPhhDD  rreecceeii--
vveedd  SSppeecciiaall  EEnnvvooyy  ooff  tthhee  EEuurrooppeeaann  CCoommmmiissssiioonn  MMrr..  MMaarrttiinn  HHaarrvveeyy      

At the meeting, Minister Lukšić said that recent talks held with
ECOFIN in Brussels in the framework of Enhanced Permanent Dia-
logue were a unique opportunity for Montenegro to present its la-
test macroeconomic indicators, development strategy of its finan-
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cial sector, its fiscal
policy and planned
activities. He also
expressed his hope
that the European
Commission would
be satisfied with
the progress achie-
ved in the previous
period… 

1177  NNoovveemmbbeerr  22000066::  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć  ooppeenneedd  aa
SSeemmiinnaarr  „„MMiidd--tteerrmm  ffiissccaall  ppllaannnniinngg  ––  IInntteerrnnaattiioonnaall  eexxppeerriieennccee  aanndd
iittss  aapppplliiccaattiioonn  iinn  MMoonntteenneeggrroo  ““  ––  PPooddggoorriiccaa

Montenegro needs a new approach in public expenditure ma-
nagement, according to which fiscal resources will be planned for
three to five year period instead of one year period of time, with
constant reconsideration of priorities on the basis of achieved re-
sults, experts said today. Limited resources that are available to the
Government should be used for infrastructure development and
carefully selected priorities concerning social related expenditures,
which will ensure a high rate of economic growth in the long-term
period in the context of a community which takes care of citizens… 

The Government has to adjust the expenditures to priorities
and determine whether such adjustments influence its strategic go-
als, which will lead to a cheaper, more transparent and more effici-
ent allocation of resources to the benefit of citizens…  Introduction
of a strict middle-term approach to budgeting, makes a shift from
mere ensuring macroeconomic stability, which has been achieved,
to creating a permanent and well-balanced economic develop-
ment…  Investments should be particularly made in the field of edu-
cation, infrastructure and business environment so that Montene-
gro could be transformed into a dynamic, knowledge-based econo-
my …”

2255  OOccttoobbeerr  22000066::  MMoonntteenneeggrroo  bbeeccaammee  aa  MMeemmbbeerr  ttoo  tthhee  EEuurroo--
ppeeaann  BBaannkk  ffoorr  RReeccoonnssttrruuccttiioonn  aanndd  DDeevveellooppmmeenntt  

Montenegro became a Member to the European Bank for Re-
construction and Development (EBRD). EBRD Board of Governors
at the Session held on 25 October 2006, confirmed that the Repu-
blic of Montenegro had met all conditions for the membership to
the Bank.  Following the Session, Secretary General of the Bank is-
sued a Certificate that the Republic of Montenegro became a mem-
ber to the European Bank for Reconstruction and Development re-
troactively from 3 June 2006.  Upon the membership of Montene-
gro to the EBRD, all conditions are met for continuation of succes-
sful co-operation with the Bank on projects that have already been
launched- Modernization of Airports Podgorica and Tivat Project,
Modernization and Improvement of Future Air Traffic Control Sys-
tem Project and Montenegro Regional Road Rehabilitation Project. 

1133  OOccttoobbeerr  22000066::  PPrreesseennttaattiioonn  ooff  tthhee  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr
LLuukkššiićć  aatt  tthhee  BBuussiinneessss--IInnvveessttmmeenntt  SSuummmmiitt,,  HHootteell  MMaaeessttrraall,,  MMiillooččeerr

“…Current projections are that sha-
re of the public expenditure in the
GDP will be 44,6 percent, but such
projection will not be realized because
municipalities have spent more funds
than originally planned…In the next
couple of years, more precisely up to
2010, public expenditure share in GDP
should be reduced by one percent

each year in order to be below 35 percent after this period of time.
In addition to this, challenges ahead of Montenegro in the forthco-
ming period, which are also a part of the new four-year Agenda of
the Government, are further fiscal consolidation and decrease in
public debt to less then 30 percent of GDP until 2011… I expect that
Montenegro will achieve projected inflation rate and that budget
surplus, which was ensured this year, will lead to reduction of tax
rates in direct taxation, rather than consumption … This year for the
first time, Montenegro will have budget surplus of 0,6 percent of
GDP instead of budget deficit.  If collection of revenues continues
in the dynamic as it has been in the first nine months, such percent
could even be higher. Budget surplus will be used for settlement of
liabilities …”

55  OOccttoobbeerr  22000066::  SSttaatteemmeenntt  ooff  tthhee  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukk--
ssiicc  ffoolllloowwiinngg  tthhee  SSeessssiioonn  ooff  tthhee  GGoovveerrnnmmeenntt  

- Draft Law on Membership of the Republic of Montenegro to
the International Monetary Fund and other financial institutions:

"…We have been assured in Washington, about accession of our
country to the IMF and World Bank by end November or mid De-
cember, which would be very fast procedure if compared with ot-
her countries in the region and procedure in general …". Ministry of
Finance, together with Central Bank of Montenegro has prepared a
Draft Law, and its adoption is a part of the procedure that each
country has to follow in order to be accepted to these organiza-
tions.  Montenegro applied for membership to the international or-
ganizations on 17 July. In mid August, IMF Mission visited Podgori-
ca, whereby the largest part of obligations was met. "…Once we be-
come member to the institutions, we may continue talks about furt-
her IMF support to Montenegro and a new program of co-opera-
tion with the World Bank…". According to the Draft Law, President
of the Council of the Central Bank shall continue to be Montene-
grin Governor to the IMF, while Minister of Finance shall be Gover-
nor to the World Bank.

33  OOccttoobbeerr  22000066::  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć,,  PPhhDD  ssiiggnneedd
IImmppoorrtt  CCrreeddiitt  AAggrreeeemmeenntt  ttoo  tthhee  aammoouunntt  ooff  22..443399..228800,,6611  ffoorr  pprrooccuu--
rreemmeenntt  ooff  IITT  eeqquuiippmmeenntt  ffoorr  eedduuccaattiioonn  iinn  tthhee  ffrraammeewwoorrkk  ooff  tthhee  PPrroo--
jjeecctt  ""IITT  SSyysstteemm  ooff  EEdduuccaattiioonn  iinn  MMoonntteenneeggrroo  ""  wwiitthh  MMss  TTiiiiaannaa  MMiittrroo--
vviićć,,  DDiirreeccttoorr  ffoorr  CCoommmmeerrcciiaall  OOppeerraattiioonnss,,  SSoocciieettee  GGeenneerraallee  BBaannkk
aanndd  MMrr..  MMllaaddeenn  RRaabbrreennoovviiććeemm,,  GGeenneerraall  DDiirreeccttoorr,,  PPooddggoorriiccaa  SSoocciiee--
ttee  GGeenneerraallee  BBaannkk  

Minister Lukšić:
“…We hereby esta-
blish pre-conditions
for further improve-
ment of IT know-how
and quality of work
in schools, as well as
quality of knowledge
to be offered by
schools, which is one
of key segments in
the future period, and in further reforms of education in the next
couple of years. Repayment period is five years, under very favou-
rable conditions. Project funding will be ensured through credit ar-
rangement for import, which was realized with support from the
Spanish Government…” The Agreement is an integral part of the
Commercial Agreement on Import, which was signed by the Minis-
ter of Education and Science Slobodan Backović, in the framework
of implementation of Spanish Tied Credit i.e. Project «IT System of
Education in Montenegro ».
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3311  AAuugguusstt  22000066::  SSttaatteemmeenntt  ooff  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć
ffoolllloowwiinngg  tthhee  SSeessssiioonn  ooff  tthhee  GGoovveerrnnmmeenntt  --  DDrraafftt  LLaaww  SSuupppplleemmeenn--
ttiinngg  aanndd  AAmmeennddiinngg  LLaaww  oonn  PPeerrssoonnaall  IInnccoommee  TTaaxx::

“… According to the Draft Law, a single tax rate shall be introdu-
ced instead of current progressive tax rates of 15%, 19% and 23%,
which have been applicable depending on the income amount.
The tax rate will be 15% as of January, 12% in 2009 and 9% in 2010,
which will make it equal with corporate income tax rate, while
Montenegrin tax system will become one of the most competitive
ones in Europe. Non-taxable income will also be increased from
785 to 840 EUR annually, or from 65 to 70 EUR per month, while
tax relieves, which have been defined under a separate Govern-
ment Decree so far, are incorporated in the Draft Law …”

1155  AAuugguusstt  22000066::  MMoonntteenneeggrriinn  MMiinniisstteerr  ooff  FFiinnaannccee    IIggoorr  LLuukkššiićć,,
PPhhDD,,  PPrreessiiddeenntt  ooff  tthhee  CCoouunncciill  ooff  tthhee  CCeennttrraall  BBaannkk  LLjjuubbiiššaa  KKrrggoovviićć
aanndd  CChhiieeff  ooff  tthhee  IIMMFF  MMiissssiioonn  PPeetteerr  DDooyyllee  hheelldd  jjooiinntt  pprreessss  ccoonnffeerreenn--
ccee  oonn  tthhee  ooccccaassiioonn  ooff  IIMMFF  vviissiitt  ttoo  MMoonntteenneeggrroo::

Minister Lukšić: »…By becoming a member to the IMF, Monte-
negro will be fully integrated as a new state into the international
financial community, while the assessment of this institution as to
whether the country conducts a good economic policy will have a
great impact on a foreign investor’s decision to come here. Related
procedure concerning Montenegro’s accession to the World Bank
and European Bank for Reconstruction and Development (EBRD)
has also been launched…” 

Chief of the IMF Mission for Montenegro Peter Doyle said that
the conditions for Montenegro’s membership would be determi-
ned by the Executive Board and Board of Governors of the IMF, on
the basis of the Mission Report. “…The Mission will prepare a report
following return to Washington, and after that the Executive Board
will propose a quota for Montenegro, or membership share. Such
quota will determine a role of Montenegro and its access to the IMF
funds…” 

Once the conditions for membership are met, an Agreement
with IMF will be signed in Washington, and Montenegro will have
to pay its quota within six months after signing of the Agreement.
There are two key elements for determination of quota: first, on the
basis of statistical data on Montenegro’s economy in current and
previous years, including GDP and foreign reserves in the Central
Bank and, second, data on balance of payments.

1177  JJuullyy  22000066::  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć  PPhhDD  hheelldd  ttaallkkss
wwiitthh  EEBBRRDD  DDeelleeggaattiioonn

Secretary Gene-
ral Horst  Reichen-
bach,  Manuel Sage,
Representative of the
Constituency for
Switzerland, Ema-
nuel Maurice, Legal
Advisor, EBRD, Lin-
coln Colm, Chief of
Office for Institutio-
nal Issues and Dragi-
ca Pilipović, Chief of

the EBRD Office in Belgrade, about initiating a formal procedure
for membership in this institution - EBRD representatives expres-
sed their satisfaction with Agreement on Regulations of Member-
ship in International Financial Organizations and Division of Fi-
nancial Rights and Liabilities between the Republic of Montenegro
and Republic of Serbia. Minister Lukšić said that the Agreement was

to the mutual interest, which implied a compromise solution con-
cerning membership in the most important international institu-
tions, such as IMF, World Bank, EBRD and Council of Europe Deve-
lopment Bank.  He emphasized that a high level of understanding
had thus been demonstrated, and that a very positive message was
sent both to the EU and local and international community in terms
of mutual readiness to find further compromise solutions for many
outstanding issues.  

Minister Lukšić said that it was to the interest of Montenegro to
become a member of the EBRD as soon as possible. He also said
that the representatives of the Ministry of Finance, apart from pre-
paration of documents to be approved by the Government of Mon-
tenegro, will have communication with EBRD on daily basis, so that
the EBRD Board of Governors could be provided with all necessa-
ry documentation by end September 2006 in order to make a de-
cision on independent accession of Montenegro to this institution.   

1100  JJuullyy  22000066  ::  MMoonntteenneeggrroo  aanndd  SSeerrbbiiaa  ssiiggnneedd  aann  AAggrreeeemmeenntt  oonn
RReegguullaattiioonn  ooff  MMeemmbbeerrsshhiipp  iinn  IInntteerrnnaattiioonnaall  FFiinnaanncciiaall  IInnssttiittuuttiioonnss
aanndd  DDiivviissiioonn  ooff  FFiinnaanncciiaall  RRiigghhttss  aanndd  LLiiaabbiilliittiieess  ffrroomm  tthhee  pprreevviioouuss
ppeerriioodd  

“…We came to an agreement very fast, which speaks a lot about
responsibility and maturity of the leadership of Montenegro and
Serbia and sends a good message to the international institu-
tions…”. Minister Lukšić announced that following signing of the
Agreement, Montenegro would apply for the membership in inter-
national financial institutions and that it would cost about 1, 5 mil.
EUR. He said that this amount would be provided from funds to be
paid by Serbia under the Agreement. According to the Agreement,
the loans that had already been provided by the international orga-
nizations shall be used through the National Bank of Serbia, as an
Agent, until the status of Montenegro is regulated.  

2288  JJuunnee  22000066::  MMeeeettiinngg  ooff  tthhee  MMiinniisstteerrss  ooff  FFiinnaannccee  aanndd  CCeennttrraall
BBaannkk  GGoovveerrnnoorrss::  LLuukkššiićć  ––  DDiinnkkiićć  ––  JJeellaaššiićć  --  KKrrggoovviićć

Montenegrin Minis-
ter of Finance Igor Luk-
šić said: “5.88 percent
out of 44.6 million US$
belongs to Montene-
gro, which will be redu-
ced by certain amount
of liabilities to Serbia.
Serbia will pay 30 mil-
lion balance to Monte-
negro, out of which 1.5
million EUR for membership to the international financial institu-
tions. Membership quotas depend on economic power of a coun-
try, so it is possible that such quota be lower for Montenegro”.

Serbian Minister of Finance Mlađan Dinkić said: “ Existing IMF
quota is 467.7 million SDR or 698 million US$ and Serbia is a succes-
sor to it. Montenegro will have 5.88 percent or 41 million US$”.

They also discussed the old foreign currency savings. It was
agreed that future talks in this regard would be held at the level of
former SFRY, including military pensions, with respect to which the
negotiators had no mandates to make any concrete agreement.

Dinkić and Jelašić congratulated yesterday citizens of Montene-
gro on flag rising at the East River.

2222  JJuunnee  22000066::  FFiinnaall  rreemmaarrkkss  mmaaddee  bbyy  IIMMFF  MMiissssiioonn  ffoolllloowwiinngg  iittss
vviissiitt  ttoo  MMoonntteenneeggrroo  

“Independence marks a new beginning for Montenegro.  In
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this context, our aim is to offer proposals how to best use this uni-
que opportunity in the macroeconomic sphere. Many activities are
on good track.  Inflation is low; public debt has decreasing trend;
VAT collection contributes to good revenues; FDIs are increasing
together with new ones that are expected; banks have been privati-
zed; credit activities have been expanded; accession to the EU mar-
kets has been facilitated; and perspectives for signing the Stabiliza-
tion and Association Agreement and membership to WTO and
Partnership for Peace are good.  Your ambitions are proper. You
should try to ensure a constant growth of economy, employment
and real income, as an independent goals and basis for future
accession to the EU.  These goals are achievable.  In order to achie-
ve these goals, it is necessary, first, to maintain favourable business
conditions in the context of an independent country and, second,
to focus more on middle-term than short-term goals in creating ma-
croeconomic policy, particularly with regard to flexibility, sustaina-
bility and offer.. Economic prospects and policy for the period
2006-2007. – We project GDP growth at the rate of 5 ˝ and 6 percent
for 2006 and 2007, which will be maintained due to previous struc-
tural reforms, export and strong increase of bank credits. Such dy-
namics has been reflected in good revenues for 2006 so far, and we
also welcome the fact that expenditure related discipline was obey-
ed during the recent referendum period. Data for the first quarter
indicate a surplus of 15 million EUR, which is better than expected,
mainly because of good VAT collection. We suggest that the policy
in the remaining period of 2006 should focus on maintaining good
fiscal outcome that has been achieved so far in accordance with re-
duction of deficit of 0.2 percent of GDP and in accordance with to-
tal public debt at the end of 2006 of 39 percent of GDP...“

2200  JJuunnee  22000066::  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć  hheelldd  ttaallkkss  wwiitthh
EEBBRRDD  PPrreessiiddeenntt  JJeeaann  LLeemmiieerr  

At the meeting,
the views were ex-
changed on current
political and econo-
mic situation in Mon-
tenegro following
restoration of inde-
pendence, and both
sides expressed satis-
faction with demo-

cratic ambient and overall progress made so far, particularly in the
field of economy.   

They also discussed current projects funded by the EBRD, and
possible further programs, focusing on future status and member-
ship of Montenegro to this multilateral institution.

Mutual satisfaction was expressed with economic progress and
overall reforms, as well as with previous co-operation. EBRD Presi-
dent Jean Lemier announced opening of permanent office of this
Institution in Podgorica, Montenegro, due to ever increasing invest-
ment interest and for the purpose of strengthening institutional co-
operation.

22  JJuunnee  22000066::    SSvveettii  SStteeffaann::  IInnttrroodduuccttoorryy  ssppeeeecchh  ooff  tthhee  MMiinniisstteerr
ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć  aatt  tthhee  RReeggiioonnaall  CCoonnffeerreennccee  ooff  tthhee  MMiinniisstteerrss
ooff  FFiinnaannccee  aanndd  CCeennttrraall  BBaannkk  GGoovveerrnnoorr  ooff  tthhee  SSoouutthh  EEaasstt  EEuurrooppee

"...This kind of meetings always represents a good opportunity
for improvement of co-operation and establishment of strong rela-
tions among our countries. 

At the very beginning, I would like to stress that economic in-
dependence and self-sustainability of Montenegro which have

been achieved in the
previous period have
had their logical sequen-
ce in gaining formal in-
dependence as well. Is-
sue concerning the state
and legal status of Mon-
tenegro has been resol-
ved and we expect that it
will significantly in-
fluence further develop-
ment of our economy.  Positioning itself as one of European cen-
ters rather than a part of the non-functional union will allow our
country to be an equal partner in the economic integration pro-
cess.  It will be much easier for us to promote numerous resources
which will serve for achieving further economic development...”

2266  AApprriill  22000066::  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukkššiićć,,  PPhhDD  oonn  tthhee  ooccccaa--
ssiioonn  ooff  ssiiggnniinngg  ooff  tthhee  AAggrreeeemmeenntt  oonn  CCoo--ooppeerraattiioonn  bbeettwweeeenn  tthhee  MMii--
nniissttrryy  ooff  FFiinnaannccee  ooff  MMoonntteenneeggrroo  aanndd  MMiinniissttrryy  ooff  FFiinnaannccee  ooff  IIssllaanndd

"Today I had a pleasure
to sign the Agreement on
Co-operation between the
two Ministries with my co-
lleague Minister of Finance
of Island Mr. Arni Mathie-
sen. Small countries are ori-
ented towards each other,
especially if they have signi-
ficant similarities. Experien-
ce of Iceland is very interesting for Montenegro, particularly follo-
wing restoration of independence, as it could serve as a model for
a faster growth and development, which is a characteristic of small
countries nowadays..."

2244  AApprriill  22000066::  WWoorrkkiinngg  vviissiitt  ttoo  WWaasshhiinnggttoonn  ccoonnttiinnuueess  wwiitthh
mmeeeettiinngg  wwiitthh  UUSS  AAddmmiinniissttrraattiioonn  

Representatives of the US Administration showed special inte-
rest for current political moment in Montenegro and projections of
future relations with the IMF and World Bank. 

In this regard, Minister Lukšić said that political developments,
organization of referendum and elections after it, would have no
negative impact on economic performances, reiterating the readi-
ness of the Government of Montenegro to have talks with the Go-
vernment of Serbia about any issue of mutual interest in the period
following the referendum...

2244  AApprriill  22000066::  MMoonntteenneeggrriinn  DDeelleeggaattiioonn  ccoonnttiinnuueess  wwoorrkkiinngg  vviissiitt
ttoo  WWaasshhiinnggttoonn  wwiitthh  tthhee  ttaallkkss  wwiitthh  tthhee  IIMMFF  rreepprreesseennttaattiivveess  

Montenegrin Delegation headed by the Minister of Finance
Igor Lukšić, PhD, and President of the Central Bank Ljubiša Krgović
continued working visit to Washington with the talks with the IMF
representatives: Ann Kruger, Deputy Director of IMF, Michael Dep-
pler, IMF Director for Europe and new Chief of Mission Peter Doy-
le. They discussed current economic situation in Montenegro and
review of just finished Arrangement, as well as framework for a fu-
ture arrangement...

2244  AApprriill  22000066::  SSpprriinngg  mmeeeettiinnggss  ooff  IIMMFF  aanndd  WWoorrlldd  BBaannkk  ––  MMoonn--
tteenneeggrriinn  DDeelleeggaattiioonn  hheelldd  ttaallkkss  wwiitthh  tthhee  UUSSAAIIDD

During the Spring Meetings of the IMF and World Bank, had
meeting with USAID Director for the Balkans Mr. Edward Dickens.



They analyzed economic trends in Montenegro and its relations
with international financial institutions.   The question of realiza-
tion of current USAID projects was emphasized, including pro-
grams for the next three years, particularly in the field of infrastruc-
ture and other development fields...

Minister of Finance Igor Lukšić, PhD and President of the Cen-
tral Bank Council, Mr. Ljubiša Krgović also met with representatives
of the business community and investment group from New York,
Pickwick Capital. They discussed economic ambient for private in-
vestments in Montenegro.  This investment group was particularly
interested in the fields of tourism, energy, health, education and fi-
nancial services. 

1166  MMaarrcchh  22000066::  SSttaatteemmeenntt  ooff  tthhee  MMiinniisstteerr  ooff  FFiinnaannccee  IIggoorr  LLuukk--
ššiićć  ffoolllloowwiinngg  tthhee  SSeessssiioonn  ooff  tthhee  GGoovveerrnnmmeenntt  ccoonncceerrnniinngg  tthhee  aaddoopp--
ttiioonn  ooff  IInnffoorrmmaattiioonn  aabboouutt  tthhee  PPrroojjeecctt  »»11000000  HHoouussiinngg  CCrreeddiittss  ««

Market interest
rates and personal in-
come for the largest
number of citizens
represent a limitation
to apply for a hou-
sing credit in a bank
according to bank's
standard terms. In

that sense, the Ministry of Finance considered it appropriate to
work out a project, in consultation with other banks, in order to
support as many citizens as possible to use housing credits, which
will be repayable from regular income within longer repayment
periods and with "low" interest rates. Longer repayment periods
and "low" interest rate implied possibility of "subsidizing" interest
rates. Thereby, we proceeded from parameters such as: average an-
nual anuity, average public administration income and average in-
come in the Republic, in general, average price of monthly rent,
average price of a housing space square meter etc. It was conside-
red necessary to create conditions to provide for average monthly
anuity in line with average flat rent costs, i.e. maximum half income
of a Montenegrin household.

Agreement between the Government of Montenegro and re-
presentatives of the Crnogorska komercijalna banka, Podgorica -
Societe Generale Bank and Montenegro - NLB Bank was signed on
4 April 2006. After it, in the framework of the Project "1000 Housing
Credits – We create conditions for independent life ", the Agree-
ment was signed on 14 April with »HYPO Alpe – Adria Bank, a.d
Podgorica and with Nikšićka Bank on 17 April 2006.

99  MMaarrcchh,,  22000066  ––  TThhee  MMiinniisstteerr  ooff  FFiinnaannccee    IIggoorr  LLuukkššiićć,,  PPhhDD  ,,
hheelldd  ttaallkkss  wwiitthh  tthhee  ddeelleeggaattiioonn  ooff  tthhee  FFrreenncchh  BBaannkk  ""SSoocciieettee  GGeenneerraa--
llee""  aanndd  DDiirreeccttoorr  GGeenneerraall  ooff  ""PPooddggoorriiččkkaa  BBaannkk""  MMllaaddeenn  RRaabbrreennoovviićć

""Minister Lukšić expressed his satisfaction with the arrival of
«Societe Generale» to
Montenegro and su-
ccessful privatization
of Podgorička Bank
and emphasized that
it was very signifi-
cant, both in the view
of regaining the citi-
zens’ confidence into
the banking system
and the overall re-

form and development of banking sector in Montenegro. He poin-
ted out that this example proved that investment risks in Montene-
gro show tendency of significant decrease and that signing the
agreement with one of the biggest European banks, which entered
the Montenegrin market, would bring about increase in competi-
tion of domestic banking system, what was a justified belief. It was
jointly assessed that Podgorička Bank privatization was one of the
most significant and very successful privatizations – implemented
in the last period and that based on the results so far, numerous po-
sitive breakthroughs could be identified since arrival of “Societe
General”. 

33  MMaarrcchh  22000066::  PPaarrlliiaammeenntt  ooff  tthhee  RReeppuubblliicc  ooff  MMoonntteenneeggrroo  aatt  iittss
SSeessssiioonn  ooff  11  mmaarrcchh  22000066  aaddoopptteedd  tthhee  LLaaww  oonn  RReeffeerreenndduumm  oonn  SSttaattee
aanndd  LLeeggaall  SSttaattuuss  ooff  tthhee  RReeppuubblliicc  ooff  MMoonntteenneeggrroo,,  wwhhiicchh  wwaass  ppuubblliiss--
hheedd  iinn  tthhee  ""OOffffiicciiaall  GGaazzeettttee  ooff  MMoonntteenneeggrroo  "",,  NNoo..  1122//0066

Pursuant to the provisions of the aforementioned Law (Article
34), funds for implementation of the referendum shall be provided
from the budgetary funds of the Republic. Apart from the funds for
implementation of referendum, amount of 2.000.000,00  will be
allocated form budgetary funds not later than three days after the
decision is made to call the referendum, for the purpose of funding
the referendum campaign of both referendum options
(1.000.000,00  for each referendum option).

Funds for the referendum campaign shall be allocated to the
entities of the referendum campaign, registered in accordance with
the said Law and who shall be obliged, pursuant to the Article 39 of
the Law, to open a special giro account with an Agency authorized
to conduct payment operations, for the purpose of collection of
funds for the referendum campaign funding, which may not be
used for other purposes. Ministry of Finance has provided funds
for the referendum campaign funding, and such funds will be paid
immediately after the entities of the referendum campaign submit
their giro accounts. 
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LLEEGGAALL  FFRRAAMMEEWWOORRKK

Legal framework concerning the issue
of the public debt of the Republic of Monte-
negro has been governed with the provis-
ions encompassed by the four laws: The
Law on Budget, The Law on Indebtedness
and Managing Public Sector Debt, The Law
on Regulating Obligations and Claims on
the Basis of the Foreign Debt and Citizens'
Foreign Exchange Savings, as well as the
Law on Restitution of the Taken Property
Rights and Indemnification. While the last
two laws define and reschedule existing
obligations of the Republic of Montenegro

that derive from SFRY,The Law on Budget
from the year 2001 and The Law on Indebte-
dness and Managing Public Sector Debt
from the year 2004 govern method and pro-
cedure of Indebtedness made by the state,
legal procedure, bodies in charge of recor-
ding, reporting and managing public debt,
limits for Indebtedness and issuing of gua-
rantees, payment of foreign and  domestic
obligations etc.

In accordance with that Law, public
debt, identified as the state public sector's
total debt consisting of the internal and ex-
ternal debt that appeared by Indebtedness
on behalf of state or taking over of debt by

the state, as a result of issuing guarantees or
other acts on the basis of which the state ex-
plicitly acknowledges debt. Within this con-
text public sector encompasses: govern-
ment bodies, public companies founded by
the state, local self - governance, out-of-the-
budget funds and all domestic legal entities
owned by the state at least 51%.

According to the provisions of the Law,
public debt is managed by the Ministry of Fi-
nance which, apart from other things, parti-
cipates in activities related to coordinating,
contracting and formalization, for each new
Indebtedness of the state and performs su-
pervision, recording, analyzing and evalua-
tion in relation to the public sector debt.

Commission for collection of receiva-
bles within the Ministry of Finance solves,
apart from other things, collection of fore-
ign debts in accordance with the provisions
of the Law on Regulating Obligations and
Claims on the Basis of Foreign Debt and the
Citizens' Foreign Exchange Savings. Major
part of debts is solved during the privatiza-
tion of debtors through debt payment co-
llection in cash, conversion of the debt into
shares and internal reconciliations. By the
Resolution it was determined that the credit
beneficiaries pay their obligations within
the terms and in a way which the Govern-
ment of the Republic of Montenegro servi-
ces its obligations toward foreign creditors.
Although these claims are deemed to be dif-
ficult to collect, due to the financial position
of the credit final beneficiary, a certain part
of claims can, nevertheless, be collected and
represents the difference between the gross
public debt and net public debt of the Repu-
blic of Montenegro.

As of December 31st public debt of
Montenegro, with its public companies
amounted to 775 million euros or 42,4% of
the GNP. Public companies which are fore-
ign credit beneficiaries and to which the
guarantee or counter-guarantee was issued
by Montenegro: Monteput, Aerodromi CG,
EPCG and Agency for the Flight Control are
the companies with the autonomous reve-
nues and there is a grounded assumption
that the above mentioned companies will
regularly service their obligations. Accor-
ding to the ESA-95 accounting method, the-

Public Debt of the Republic of
Montenegro as of December 31st 2006

OUTSTANDING PUBLIC DEBT OF THE REPUBLIC OF MONTENEGRO AS OF
DECEMBER 31ST 2006 - EURO (MILLION)
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se obligations are not included into the pu-
blic debt but are treated as the public sector
debt.

Evaluation and Sustainability of the Pu-
blic Debt

Table No. 2 The amount and the structu-
re of the Public Debt of Montenegro  within
the period 2002 - December 2006

Situation and Changes in the Public
Debt of the Republic of Montenegro

Public Debt of Montenegro, without pu-
blic companies, amounts to 701,1 million eu-
ros as of December 31st 2006. Internal debt
amounts to 197,1 million euros or 28,1% out
of the total public debt while the external
public debt amounts to 504 million euros or
71,9% from the total public debt.

As for the external debt structure, major
change during the previous three months is
related to the increased obligation of appro-
ximately 12.5 million euros towards Paris
Club of Creditors, due to adding of the capi-
talized interest to the amount of debt as en-
visaged by the bilateral agreements provis-
ions. Debt outstanding balance also inclu-
des obligations on the basis of the first cre-
dit withdrawals for the credits from the Go-
vernments of Poland and Hungary as well as
the new withdrawals from the arrangement

with KfW.
As for the internal debt structure, there

is an increase of obligations on the basis of
restitution while the obligations under trea-
sury bonds have been decreased by 1.5 mil-
lion euros, the unpaid budget obligations
have been decreased by even 10.6 million
euros while the credits at commercial banks

are completely repaid.
In the next period, the following debt is-

sues are to be solved: debt toward the go-
vernments of Libya (negotiations have star-
ted) and Kuwait, clearing debt toward SFRY,
Check Republic and Slovakia as well as debt
toward API expressed in bonds within the
London Club of Creditors. Debt toward the
governments of these four countries has
been allocated to Montenegro on the basis
of distribution of the unallocated debt
(5.88% out of  38% for Serbia and Montene-
gro). The exact amount of debt and method
of rescheduling shall be determined during
negotiations. As for the API bonds (Alterna-
tive Participation Instruments) allocating of
the final beneficiaries from the RCG territo-
ry is in course. Afterwards, negotiations will
be held in which the method of regulating
of the possible obligation shall be determi-
ned.

In the next period first withdrawals are
expected on the basis on the four signed
contracts: with EIB amounting to 5 million
euros, Waste Waters Project for Niksic, The
Contract with the Societe General (credit
amount to 2.5 million euros) for procure-
ment of the IT equipment for schools, Con-
tract with the Government of the Kingdom
of Spain amounting to 5 million euros,  -
Landfill Construction Project and credit of
the Republic of France for the power sector
amounting to 8.479 million of euros.

Data mentioned in the table show gross
public debt of the Republic of Montenegro.
As for the receivables, (claims) the most im-
portant is the debt of the Russian Federation
toward the Republic of Montenegro amoun-
ting to 18 million USD.  Signing of the agree-
ment is expected to take place soon. Also, in
the first half of December, transfer of
32.366,57 ounces (at the current market pri-
ce of approximately 620 USD for ounce -
20.066 million USD) of the unblocked gold
by the Bank for International Settlements
(BIS). On the basis of the unblocked funds,
the influx of approximately 2.5 million USD
is expected.

As presented in the Table 2, public debt
has been decreased from 88.3% in the year
2002 to 38.3% in the year 2006. It is especia-
lly important that the external public debts
decreased from 68.7% to 27.6% of the GNP.
The decrease was caused by debt restructu-
ring and write-offs within the Paris Club, en-
ding with second write-off from February
2006 in the overall amount of 66% of the no-
minal amount and rescheduling program-
me toward IFC and IBRD.

Major part of the foreign debt, approxi-
mately 84%, represents a debt occured du-
ring the existence of SFRY and SRY. This
part of debt was taken over by the Law on
Regulating of the Obligations and Claims on
the Basis of Foreign Debt and Old Foreign
Exchange Savings while even 72% of the do-
mestic debt, first of all, obligations under old
foreign exchange savings and restitution are
"inherited" on the basis of obligations from
the existence of SFRY.

Within the Paris Club of Creditors, bila-
teral agreement with Japan e.g. with the Ja-
panese Bank for International Cooperation
(JBIC) remained to be signed. Debt amoun-
ting to approximately 123 million Yen is not
included into data. With Italy and Serbia tri-
lateral agreement on debt rescheduling was
signed on December 4th December 2006.
Paris Club Secretariat in its letter as of No-
vember 13th 2006 announced the intention
of the countries - creditors to sign bilateral
agreements with Montenegro after Monte-
negro acquired independent political status.
Outstanding balance according to the Paris

Nemanja Pavličić
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Club shall not be significantly changed on
the basis of signing of bilateral agreements
because the RCT obligations are identified
by following the end-user principle in the
current bilateral agreements with SRY e.g.
SCG. Since September 2007 Montenegro
shall start to repay 60% of the capitalized in-
terest in 14 semi annual rates which will
increase debt by Paris Club for the amount
of approximately 12.5 million euros.

The internal debt has also been signifi-
cantly decreased from 255.6 million euros to
197.1 million euros. The obligations under
restitution were also included into the amo-
unt of domestic debt. Obligations under res-
titution in accordance with the Law on Res-
tituting of the Taken Away Property Rights
and Indemnifications are included into the
public debt amount on the basis of the ap-
plicable decisions of local commissions in
charge for the indemnification issues so that
final amount is difficult to be identified. On-
ly in the last quarter of the year 2006 obliga-
tion based on that, increased by 42.4 million
euros.

As for the obligations under the old fo-
reign exchange savings it ought to be poin-
ted out that the Assembly of the Republic of
Montenegro adopted the Law on Repay-
ment of the Citizens' Old Foreign Exchange
Savings which had been deposited with the
authorized banks seated out of the Republic
of Montenegro. On the basis of the informa-
tion collected so far, that amount is 19.821
million euros. However, the law provisions
envisaged that the Republic of Montenegro
retains the right to claim from the states - su-
ccessors of SFRY on the basis of the disbur-
sed foreign exchange savings pursuant this
law (unless it is otherwise decided during
the succession procedure). Citizens residing
the Republic of Montenegro, who hadn't re-
ceived disbursements pursuant to the laws
of the state on the territory of which the
Bank is seated, shall have the right to get dis-
bursement. Therefore, possible obligation
of 19.821 million euros ought to be taken
with the reserve until the real obligation is
determined within the legal term of one
year.

As for the treasury bills it is envisaged,
due to the budged liquidity, that approxima-
tely 3.3 million euros should be issued whi-
le in the year 2003 and 2004 a significant de-
crease of the weighted interest rate with al-
most 11% annually to less than 1% was re-
corded (0,45% at the six months rate until
2.96%) in the year 2006.

According the methodology for evalua-
ting public debt sustainability, used by the
World Bank (only for the purpose of evalua-
ting external debt sustainability) Montene-
gro can be classified as a low indebted coun-

try. Namely, with all criteria the relation of
the NPV public debt (although the amount
is not explicitly determined, it doesn't signi-
ficantly change mentioned percentages)
and GNP (more than 80%: highly indebted
country; 48%-80%: medium indebted and
less than 48%: low indebted country) and re-
lation of the NPV of the public debt and ex-
port of goods and services (more than
220%: highly indebted, 123%-220%: medium
indebted and under 132%: low indebted
country), Montenegro has been classified
into the category of the low indebted eco-
nomy. Data for Montenegro are - according
to the first criterion: 38.3% and according to
the second criterion: 92% (according to the
data of the Central Bank of Montenegro, ex-
port of goods and services in the year 2005
amounted to 730.858 million euros without
remittances which are also taken into consi-
deration while making calculation following
the World Bank methodology). Also by
using the third, widely used criterion - the re-
lation of the public debt and budget reve-
nues, that ration for Montenegro amounts to
137% which points out that Montenegro has
a sustainable debtor position.

As for the liquidity e.g. possibility of the
regular servicing of obligations under the
public service, relation between the total
debt servicing and export of goods and ser-
vices was 14% in the year 2005 which is sig-
nificantly under the critical value of 30%. It
ought to be said that during the year 2005
outstanding budget obligations (more than
20 million euros) were mainly repaid and
that remittances were not taken into consi-
deration which significantly improves situa-
tion. During the three quarters of the year
2006 obligations under repayment amoun-
ted to 41.42 million euros while in the year
2005 they amounted to 103.3 million euros
which, with the same income on the basis of
the export of goods and services significan-
tly decreased obligation servicing ration. Se-
cond ration of liquidity - the relation of the
repaid interest and the overall export of the
goods and services is 2.72% while the criti-
cal amount is 20%. Indicators of liquidity, alt-
hough very static as well as other indicators
of indebtedness, serve as good instruments
for the indicators of regular servicing of so-
me country's obligations.

As for the currency and interest structu-
re of foreign obligations of Montenegro, si-
tuation is, also, very favourable. Out of the
overall amount of the foreign exchange, on-
ly a part of the Paris club (26% of the debt in
USD and 3% in other currencies), the debt
toward the Anglo-Yugoslav Bank (in USD)
and IDA credits (in SDR) is not serviced in
euros. Other obligations are shown and are
services in the "domestic" currency - euros.

Total obligations in USD and other curren-
cies amount approximately 1.8 million USD
annually which, by taking into considera-
tion important dollar deposits of the Minis-
try of Finance with Central Bank of RCG
(more than 4.5 million USD) enables undis-
turbed servicing of obligations in USD in
the next period.

Fixed interest rate (with the Paris Club -
ODA credits, amounts to 2% or even less
with the goods bilateral credits, up to 5.60%)
is dominant with the Paris Club of Creditors
(96.4% of debt is related to the services by
the fix interest rate) and IBRD (more than
60% debt is related to the services by the fix
interest) which make almost 80% of the fore-
ign obligations. The overall amount of the
public debt which is serviced by the variable
rate amounts to 109 million euros. With ot-
her loans, interest rate (except IDA loans
which bear no interest and charge only the
servicing costs fee of 0,75% and commit-
ment fee of 0.50%) is corresponding LIBOR
(mainly EUROBOR) +0.5%. With the "new"
charges, interest rate is very favourable, it is
formed mainly with the rebate of 0.5% above
the interest rate which is approved to the fo-
reign creditors which are, with AAA rating,
charged in the international financial market.

Except for the favourable current and in-
terest credit structure, credits which are
counted as the part of the public debt of
RCG, have a long repayment and grace peri-
od (until the year 2031 with IBRD, 2024 e.g.
2041, with the Paris Club Creditors) while
the "new" indebtedness have grace period
from 2 to 10 years and repayment period
from 10 to 20 years. Montenegro, also,
which is important for the new indebte-
dness, has the access to the concession cre-
dits (only this year they were signed with
KfW - water supplying and waste waters pro-
ject, with the government of Poland - railway
system and agriculture, with the Govern-
ment of Austria - healthcare project, with the
Government of Hungary - education project
in the overall amount of 41.4 million euros)
and international financial institutions (EIB,
EBRD) which approve sources with the
small rebate of 0.5% up to 1%.

The new indebtedness of the Republic
of Montenegro has been aimed at imple-
mentation of the capital infrastructural pro-
jects from the area of power industry, road
infrastructure, water supply and waste wa-
ters e.g. in accordance with the "golden bud-
get rule" according to which budget deficit
as the public debt source, is to be used only
for the capital consumption.

Coordinator, 

Debt Management Department

NEMANJA PAVLIČIĆ
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Reports on consolidated pub-
lic spending are made in
accordance with the budget-

ary system, based on which the
records on public spending are
planned, shown and approved accord-
ing to the system of cash flows. 

Data for 2006, which refere to
Health Fund and Local self-govern-
ment were estimated on the base of
realization for first nine months of
2006. 

Consolidated public spending in
the period January - December 2006
was realised to the amount of 889,38
mill.eur. Realised level of public
spending was financed from taxes to
the amount of 544,13  mill.eur, duties
24,24 mill.eur, contributions 242,12
mill.eur, yields on capital  8,05 mill.eur,
compensations 43,18 mil eur, other

Consolidated public spending 
in Montenegro 
in the 
period 
I - XII 
2006
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revenues 63,36 mill.eur. Total level of
revenues was 21,99 mill.eur higher
than realised spending.

In the same period tax revenues
were planned to the amount of 483.62
mill.eur, duty revenues 20,25 mill.eur,
revenues from contributions 230,98
mill.eur, yields on capital 4,20, rev-
enues from compensations 29,41 mil
eur and other revenues to the amount
of 32,69 mill.eur.

Realised amounts when compared
to other amounts show that, for 12
months of 2006, show that revenues
from taxes, contributions, duties and
compensations and yields on capital
were realised to the amount higher
than planned, while yields on capital
and other revenues were realised to
the amount lower than planned. 

Consolidated deficit of public
spending for 2006 was planned to the
amount of 47,97  mill.eur and surplus
to the level of 21,99 mill.eur has been
realised. Surplus was the highest in the
Budget of the Republic to the amount
of 34,61 mill. eur while in the Pension
and Disability Insurance Fund deficit
was realised to the amount of 0,84
mil.eur. Employment Agency has
realised deficit to the amount of 10,1
mil eur, , Health Insurance Fund of the
Republic has realised deficit to the
amount of  1,53 mil. eur and local self-
government has realised surplus to the
amount of 1,6 mil. eur.    

In 2006, financing policy was sig-
nificantly different from the planned.
High level of current revenues and
budgetary surplus made possible for
liabilities from previous years to be set-
tled to the amount of 35,5 mill.eur  out
of which old foreign currency savings
10,94 mil eur, principal repayments to
the amount of 36,35 mil.eur d repay-
ment of interests to the amount of
22,32 mil eur.

1. BUDGET OF THE
REPUBLIC

Receipts of the Budget of the
Republic for period January- December
2006 amounted 582,26 mil eur.

Source revenues of the Budget of
the Republic for period January-
December 2006 amounted 567,11 mill

eur and are 15,11% higher than
planned.

The structure of the source rev-
enues of the Budget of the Republic in
this period is following:

Income on account of taxes
amounts 499,38 mil eur and is 14,24 %
higher than planned. Higher realisa-
tion than planned is evident in all types
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Stanko Jeknić Ph.D.

of taxes except for the profit tax, where
the realisation is  79,04 % of the
planned amount and excises, where
the realisation is 93,33 % of the
planned amount. 

Income on the grounds of duties
amounted 13,9 mil eur,which is 31,77 %
higher than planned; Income on
account of compensations amounted
17,87 mil eur, which is 64,95  % higher
than planned amount. Higher realisa-
tion than planned is also evident in
games on chance fees 1,95 times nad
road fees 3 times.

Other revenues of the Republic
amount 26,64 mil eur, which is 78,08 %
of the planned amount, and is the
result of low level of realisation of
other revenues.  Higher realisation of
other revenues of the Republic is evi-
dent in revenues made by authorities
and their activities 2,73 times.

Consolidated budgetary expendi-
tures for 12 months of 2006 amounted
532,49 mil eur and are 4,43 % higher
than planned. In this period budgetary
surplus was realised to the amount of
34,61 mil eur which resulted in
increase of deposit to the amount of
2,48 mil eur.

2. PENSION AND
DISABILITY
INSURANCE FUND

Spending of Pension and Disability
Insurance Fund for period January-
December 2006 was realised to the
amount of 195,6  mill.eur. Spending of
the Fund was financed from contribu-
tions to the amount of 138,46mill.eur,
other revenues 1,95 mill.eur  and trans-
fers from the Budget of the Republic
54,33 mill.eur. Total level of the current
revenues is 0,84 mill.eur lower than



realised spending and it was financed
from the privatisation income. Deposit
increase in this period amounts 8,55
mill. eur.

In this period revenues from con-
tributions were planned to the amount
of 122 mil.eur,  other revenues 0,8
mil.eur and transfers from the Budget
of the Republic 69,33 mil.eur. Realised
amounts when compared to planned
show that in this period, current rev-
enues of the Pension and Disability
Insurance Fund were realised to the
amount higher than planned for
14,35%. Consolidated expenditures of
the Fund were realise 101,8 % when
compared to planned.

3. HEALTH 
INSURANCE FUND

Funds paid for health protection,
which is financed through Health
Insurance Fund, for twelve months of
2006, amount 112,27 mill.eur.
Spending of the Fund was financed
from contributions to the amount of
97,56mill.eur, transfers from the
Budget of the Republic6,94  mil eur
and from deposit to the amount of
2,99 mil eur.

In this period revenues from con-
tributions were planned to the amount
of 103,69 mill.eur, other revenues 1,35
mill.eur and transfers 7,05 mill.eur.
Realised amounts when compared to
plan show that, for twelve months of
2006, current revenues of the Health
Insurance Fund were realised to the
amount lower than planned, percent-
age of realisation when compared to
plan is 98,82 %.

Health Insurance Fund for twelve
months 2006, realised deficit to the
amount of 1,53 mill. eur financed with
reduction of deposit.

4. EMPLOYMENT
AGENCY

Funds paid for financing of liabili-
ties of the Employment Agency for
twelve months of 2006, amounted
21,33 mill.eur. Liabilities of the
Employment Agency were financed
from contributions to the amount of
6,1 mill.eur, other revenues 2,56
mill.eur, duties 1,88 mil eur and trans-
fers from the Budget of the Republic
5,57  mill.eur. Total level of current rev-
enues was lower for 1,01 mill.eur from
realised spending and missing funds

were financed from privatisation
income and reduction of deposit.

In this period revenues from con-
tributions were planned to the amount
of 5,3 mill.eur,  other revenues 2,75
mill.eur and transfers from the Budget
of the Republic 5,57 mill.eur. Realised
amounts when compared to planned
show that for 12 months of 2006, cur-
rent revenues of the Employment
Agency were realised to higher amount
than planned for 0,15%. 

Deficit of the Employment Agency
for twelve months of 2006, was
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planned to the amount of 8,78 mil eur.
Repayments of credits for self-employ-
ment, and of realised revenues created
the need for funds necessary for pay-
ment of liabilities of the Agency to be
provided by deficit financing to the
amount of 10,1 mill.eur. 

5.  LOCAL 
SELF-GOVERNMENT

Consolidated expenditure of the
local self-government in twelve months
of 2006 amount 86,65 mill.eur.
Spending was financed from taxes to
the amount of 44,75 mill.eur, transfers
from the Budget of the Republic 1,73
mill.eur, duties  8,47 mill.eur, compen-
sations 25,31 mil eur and other rev-
enues 4,74 mill.eur. Consolidated bal-
ance shows surplus of 1,6 mil eur.

In this period revenues from taxes
were planned to the amount of 46,47
mill.eur, duties 8,29 mill.eur, compen-
sations 22,58 mil eur and other rev-
enues 5,42 mill.eur. Realised amounts
when compared to planned show that,
in twelve months of 2006, current rev-
enues in local self-government were
realised to the amount higher than
planned -  103,07 % of the plan, while
consolidated expenditures were
realised 98,51 % of planned.

SSttaattee  eevvaalluuaattiioonn

Consolidated public spending in 12
months of  2006 was realised to the
amount of 887,62 mil.eur. Realised
level of public spending was financed
from taxes to the amount of 544,13
mil.eur, duties 24,24 mil.eur, contribu-
tions 242,12 mil.eur, yields on capital
8,05 mil.eur, compensations 43,18 mil
eurand other revenues 63,36 mil.eur.
Tax income, revenues from contribu-
tions, and duties, compensations and
yields on capital are higher than

planned, while other revenues were
realised to the amount lower than
planned. High level of collection of tax
revenues determine value added tax,
property tax and international trade
and transaction tax, whose monthly

collection rate shows continuously
higher level than projected by budget
plan. 

Consolidated surplus of public
spending for 12 months of 2006. was

Radovan Živković Vladislav Karadžić
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realised to the amount of 23,75 mil. eur.
Surplus was realised in the Budget of
the Republic to the amount of 34,61
mil. eur and local self-govermnents to
the amount of 1,6 mil. eur
Employment Agency realised deficit of
10,01 mil. eur while the Health
Insurance Fund realised deficit to the
amount of 1,53 mil. eur and Pension
and Disability Insurance Fund to the
amount of 0,84 mil. eur. Public spend-
ing policy in 2006 aimed priority
financing of liabilities on account of
public debt, rationalisation of public
spending and efficient tax collection.  

High level of current revenues and

surplus of budget made possible settle-
ment of liabilities from previous years
to the amount of 45,51 mil.eur out of
which old foreign currency savings

10,94 mil eur, principal repayment to
the amount of 36,35 mil.eur and inter-
ests repayment to the amount of 22,32
mil eur. 

Consolidated public spending
shown in percents of GDP in 2006, was
realised with 48,65 %, and after the sec-
ond level of consolidation (excluded
contributions paid by the employer)
we reach the level of public spending
of  46,96 % of GDP-a, which is much
better than the public spending level in
countries of EURO-zone. For example,
average level of public spending in
EURO-zone in 2005, was 47,5 of  BDP-a
(in Belgium 50,1 %, Czech Republic
43,7 %, Denmark 53,1 %, Greece 46,2
%,Hungary 50,7 %, Ciprus 44,7 % etc.)

BASIC STATISTIC

INDICATORS IN 2006

SSAALLAARRIIEESS  TTRREENNDD

Average salary in December 2006
in Montenegro amounted 430,94 EUR,
while the average salary without taxes
and contributions amounted 280,63
EUR. When compared to November
average salaries without taxes and con-
tributions recorded biggest monthly
growth in 2006 of 12,09%. This trend of
salaries in December is also character-
istic for earlier periods, when employ-
ers try to pay arrears salaries from pre-
vious months, and all other payments
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connected to salaries.  

Having in mind the fact that living
costs in August this year, when com-
pared to July increased for 0,3% we
come to conclusion that real income
of employed persons in Montenegro
in August this year increased for
0,62%.

Average salary in 2006, in our
Republic amounted 377.36 eur, while
the average salary without taxes and
contributions in 2006 amounted
245.95 eur. When compared to 2005,
average salaries without taxes and con-
tributions recorded growth of 15.39%.
Having in mind that living costs in
2006, when compared to 2005 grew for
3.0%, we come to conclusion that real
income of employed persons in our
Republic in 2006, increased for 12,03%.

IINNDDUUSSTTRRIIAALL  PPRROODDUUCCTTIIOONN

Industrial production in
Montenegro in period December 2006
recorded growth by all indicators:
when compared to the average month-
ly production from last year 10,9%,
when compared to the previous
month  4,0%, when compared to the
same month last year 2,3%. Annual pro-

duction in 2006, is higher for 1,0% than
in 2005.

RREETTAAIILL  PPRRIICCEESS

Retail prices in the Republic of
Montenegro in December 2006,  were
0,2% higher when compared to
November 2006.. Retail price growth in
December 2006, when compared to
December 2005 was 2% higher.

LLIIVVIINNGG  CCOOSSTTSS

Growth of retail commodity costs
and services expenditures, i.e. living
costs in December 2006, were 0,3%
higher than in November. Growth rate
of living costs in December 2006 when
compared to December 2005 was 2,8%
higher.

MACROECONOMIC 

ANALYSIS AND 

INTERNATIONAL 

COOPERATION DEPARTMENT 

STANKO JEKNIĆ, ph.D.

Coordinator of the Department

RADOVAN ŽIVKOVIĆ, 

independent advisor

VLADISLAV KARADŽIĆ, 

independent advisor
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Projected public expenditure in 2007 is based on economic
policy objectives for 2007, which include increase in employ-
ment; company restructuring and privatization; reduction of po-
verty and real growth of living standards. Main goals of public ex-
penditures include increase in budgetary revenues; more ratio-
nal spending of the Government and HIF Budget  and more in-
tensive reforms in the field of judiciary, education and public ad-
ministration. 

Public revenues for 2007 are projected to the amount of
909,10 mil.eur, while public expenditures are projected to the
amount of 897,04mil.eur. Increase in projected source revenues
in 2007 as compared with 2006 is a result of positive trends in co-
llection of VAT, international trade and transactions tax, charges,
taxes and other revenues. 

Projected public spending surplus for 2007 amounts 12,07
mil.eur, which accounts for 0,60 % of projected GDP, and its
structure is follows: Budget surplus amounts 10,73 mil eur, while
municipal surplus is projected to the amount of 1,34 mil eur. Ple-
ase, note that possible additional use of privatization receipts for
investments in infrastructure is not hereby included. 

BBUUDDGGEETT  OOFF  TTHHEE  RREEPPUUBBLLIICC  OOFF  MMOONNTTEENNEEGGRROO  

Projections of the Republic Budget Revenues for 2007 have
been based on: revenues which were realized in previous years
and in the first nine months of 2006; projected increase in GDP;
increase in retail prices; and projected fiscal impact of new regu-

lations to be applicable in 2007. 

Based on the above parameters, current Budget revenues in
2007 (excluding privatization receipts, donations, loans and cre-
dits) are projected to amount 588,99 mil. eur, which is by 19,55 %
higher than planned in 2006. Projected increase in current Bud-
get revenues is based on positive trends in collection of VAT, In-
ternational Trade and Transactions Tax, charges and other reve-
nues. 

Net negative fiscal impact of implementation of proportional
rate of 15% on personal income tax in 2007 will amount 3,8 mil eur. 

Consolidated expenditures of current Republic Budget are
planned to the amount of 578,26 mil eur, which is 28,86 % of pro-
jected GDP. Current expenditures are projected to the amount of
332,09 mil eur; social security transfers - 43,43 mil eur; transfers to
institutions, individuals and NGOs - 119,90 mil eur; capital expen-
ditures - 69,25 mil eur and reserves- 5,97 mil eur. 

Consolidated public 
expenditure plan 
of Montenegro for 2007

Consolidated public expenditure plan
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Gross earnings account for 8,97 % of
projected GDP. Increase in 2007 was re-
sult of taking over the competences
which were delegated to former State
Union; opening of missions abroad and
projected increase in minimum labour
price by 4%.

Projected budget surplus for 2007
amounts 10,73 mil eu .

RREEPPUUBBLLIICC  PPEENNSSIIOONN  AANNDD  DDIISSAABBIILLII--
TTYY  IINNSSUURRAANNCCEE  ((PPIIOO))  FFUUNNDD  

Projections of receipts and expendi-
tures of the PIO Fund for 2007 have been
based on receipts and expenditures
from the previous years and in the first
nine months of 2006; data on trends in
GDP harmonized with IMF and EU; pro-
jections of total public expenditure for
2007; relative share of PIO Fund Budget
in GDP; assessments of increase in num-
ber of pensioners and increase in ear-
nings and cost of living as basic parame-
ters for adjustment of pension related ex-
penditures. 

Based on the above parameters, pro-
jected current revenues of the PIO Fund
for 2007 amount 136.38 mil eur , while
transfers from the Republic Budget ac-
count for 64,34 mil.eur. Amount of tran-
sfers includes funds for possible pay-
ment of military pensions. Projected in-
come from contributions amount 135,38
mil eur and 1,0 mil. eur from other reve-
nues.

Total projected current and capital
expenditures (gross earnings, other per-
sonal earnings, expenditures for material
and services, capital expenditures and
other expenditures) amount 5,23
mil.eur, while expenditures for exercis-
ing the rights in the field of pension and
disability insurance amount 194,76 mil.
eur. 

Expenditures for pension insurance
rights are projected to amount 194,76
mil.eur - 167,76 mil. eur for payment of
pensions and 27,00 mil. eur for health ca-
re contributions. Increase in deposit at
the end of the year amounts 7,2 mil eur,
thanks to the privatization receipts. 

RREEPPUUBBLLIICC  HHEEAALLTTHH  IINNSSUURRAANNCCEE
FFUUNNDD  ((HHIIFF))  

The Government of the Republic of
Montenegro adopted a Financial Plan for
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a Sustainable Health System in Montene-
gro, for the period 2005-2007, providing
for restructuring of health system with a
view to improving primary health care,
along with more rational use of resour-
ces and increased efficiency at the se-

cond and third level of health care,
which is in conformity with the Master
Plan- Development of Health Care Sys-
tem in Montenegro. 

Receipts of the HIF for 2007 are pro-
jected to the amount of 115,92 mil. eur.
Income from health care contributions is
planned to the amount of 80,59 mil. eur.
Transfers from the Republic Budget for
health care of refugees and IDPs, unem-
ployed persons and capital expenditures
are planned to the amount of 6,88 mil.
eur, while PIO Fund transfers for health
care of pensioners amount 27 mil eur.
Other revenues are planned to the amo-
unt of 1,45 mil. eur, including income
from co-payments by the insured and ot-
her revenues of the HIF institutions. 

Total expenditures of HIF are projec-
ted to the amount of 115,92 mil. eur, out of
which salaries and personal earnings ac-
count for 54,96 mil.eur; social security
transfers account for 58,1 mil. eur and ca-
pital expenditures account for 2,86 mil.
eur. Expenditures for salaries and other
personal earnings are related to employe-

es with the Health Insurance Fund and
Public Health Institutions of Montenegro. 

EEMMPPLLOOYYMMEENNTT  AAGGEENNCCYY  
OOFF  MMOONNTTEENNEEGGRROO  

The Employment Agency of Monte-
negro, through various education pro-
grams, strives to improve the quality of
work force and reduce apparent structu-
ral disproportion between supply and
demand concerning certain jobs. At the
same time, the Agency contributes to re-
duction of number of unemployed per-
sons, by implementing new develop-
ment projects and programs, which al-

low creation of new jobs primarily thro-
ugh financial support for self-employ-
ment in small businesses. 

Projections of receipts and expendi-
tures of the Agency budget in 2007 are
based on their execution in the first nine
months 2006; real growth of projected
GDP for 2007 and relative share of the
Employment Agency in projected public
expenditure for 2007. 

Revenues of the Employment Agen-
cy of Montenegro in 2007 are projected
to the amount of 19,21 mil.eur, out of
which current revenues account for
12,64 mil.eur, while transfers from the
Republic Budget for employment of trai-
nees and allowances for unemployed
persons account for 6,57 mil.eur.

Expenditures of the Agency in 2007
are planned to the amount of 19,21
mil.eur, out of which current expenditu-
res account for 7,83 mil.eur (gross ear-
nings and other earnings, expenditures
for material, rent), social security tran-
sfers and redundancy funds account for
3,66 mil. eur, while transfers to institu-
tions and individuals account for  6,67
mil. eur, capital expenditures account for
0,60 mil.eur and loans and credits for
self-employment account for 0,45
mil.eur.

LLOOCCAALL  SSEELLFF--GGOOVVEERRNNMMEENNTT  

Projections of receipts and expendi-
tures of the municipal budgets for 2007
are based on budget spending execution
for the first nine months 2006 in 21 mu-
nicipality of the Republic of Montene-
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gro; its relative share in projected GDP
for 2007; and fiscal impact of new legisla-
tion on local self-government, primarily
Personal Income Tax Act. Revenues of
the local self-government in 2007 are
planned to the amount of 93,7 mil. eur
out of which source revenues account
for 89,06 mil.eur, while transfers from the
Republic Budget account for 1,98 mil.
eur and privatization receipts account
for 2,66 mil.eur. Projected expenditures
in 2007 amount 89,71 mil.eur, out of
which current expenditures account for
56,4 mil. eur, capital expenditures ac-
count for 28,5 mil. eur, transfers to insti-
tutions - 3,15 and reserves account for
1,66 mil eur

CCOOMMPPEENNSSAATTIIOONN  FFUUNNDD  

In order to ensure funds for com-
pensation to former owners who are not
entitled to take back divested property
physically, the Government of the Repu-
blic of Montenegro established the
Compensation Fund. The Fund is a legal
entity which ensures funds for compen-
sation to former owners with regard to
rights that were deprived in favour of na-
tional, state, social or co-operative own-
ership. 

Revenues of the Fund resulting from
privatization in 2007 will depend on a
selling price of the property subject to
privatization and dynamic of the privati-
zation process. Based on sale of restitu-
tion bonds at the securities market by
former owners and their further sale in
the privatization procedure, state Funds
obtained a right to claim compensation
from the Compensation Fund as new
holders of bonds to the amount of their
respective bond pursuant to the Law on
Restitution of Property Rights and Com-
pensation. Thus, their liabilities to the
Fund will be reduced by the amount of
the said bonds of which they are hol-
ders. 

Under the 2007 Budget Law, 0,5 mil
eur have been allocated to the Com-
pensation Fund for current expenditu-
res. 

Deposits of the Compensation Fund
amounted about 14 mil eur on 16 Octo-
ber 2006. 

By November 2006, the Fund recei-
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ved 259 executive decisions regarding restitution and compensa-
tion rights from Municipal Commission on Restitution and Com-
pensation, amounting 47.602.734,16 eur total. 

Based on received valid decisions from municipal commis-
sions, former holders were paid total 11.770,361.00 eur by the
Fund, out of which 2.046.073,00 eur in cash, and 9.724.288,00 eur
in bonds with 15 years maturity.

Expected liabilities of the Fund to former holders in 2007 will
amount 2.145.339,00 eur based on the decisions received. Funds
for payment of the above liabilities have been fully provided with
the Compensation Fund.

DDEEVVEELLOOPPMMEENNTT  FFUUNNDD  OOFF  TTHHEE  RREEPPUUBBLLIICC  
OOFF  MMOONNTTEENNEEGGRROO  

Development Fund of the Republic of Montenegro was esta-
blished for the purpose of stimulating economic growth, propri-
etary, production and financial restructuring of economy and de-
velopment of capital market. Development Fund makes reve-
nues through the sale of shares from its portfolio, collection of di-
vidends form companies operating positively and from interests
on invested funds.

Business policy priorities of the Fund are as follows: 
• Funding dynamic entrepreneurship (focusing on micro,

small and medium-sized enterprises) in accordance with the Go-
vernment Policy and Economic Reform Agenda;

• Supporting export projects 
• Supporting projects in the field of agricultural and food

production;
• Supporting projects in the field of tourism 
• Taking full account of regional development of the Repu-

blic of Montenegro (advantage is given to projects related to de-
velopment of northern part of the Republic)

In co-operation with the European Agency for Reconstruc-
tion, the Fund will hire foreign experts in the forthcoming peri-
od, who will review the work and functioning of the Fund for the
purpose of its restructuring.

Development Fund of the Republic of Montenegro is econo-
mically self-sustainable, covering its current business expenses
(depreciation, material costs, wages and other expenses) by its
source revenues. Source revenues of the Fund are revenues from
interests and dividends. 

Pursuant to the Law on Restitution of Property Rights and
Compensation (Official Gazette of RM, 21/04), the Fund is obli-
ged to transfer 10% of its privatization receipts to the Restitution
Fund.

Large part of the privatization receipts, the Fund realizes in
bonds, which may not be directly used as a support for develop-
ment projects.

MMIIDD--TTEERRMM  FFRRAAMMEEWWOORRKK  OOFF  PPUUBBLLIICC  SSPPEENNDDIINNGG  IINN  MMOONN--
TTEENNEEGGRROO  FFOORR  TTHHEE  PPEERRIIOODD  22000077--22000099

Table below shows a mid-term framework of public spending

for 2007-2009:
Projections of the mid-term framework of the public spen-

ding for 2007-2009 indicate growth of real GDP, stabile and low
inflation rate and reduction of total public debt. Projections have
been harmonized with projections made by the International
Monetary Fund and are in accordance with Economic Reform
Agenda of Montenegro. Economic reforms in the period 2007-
2009 are aimed at reduction of public spending share in GDP, re-
duction of tax burdens on citizens and economy and increase in
GDP and employment.

Fiscal reforms include reform of tax system by reducing tax
rates, whereby overall economic ambient will become more at-
tractive for foreign investments and private entrepreneurship
(for example, reduction of personal income tax rate and setting
the upper limit for amount of local municipal taxes). 

a) Plan of expected inflows and outflows from the account of
the Development Fund in 2007

b) Plan of expected income and expenses of the Develop-
ment Fund in 2007
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Another important element for im-
plementation of further reforms is a res-
trictive budget policy and further decre-
ase in public spending share to the level
of 36,97 % of GDP-a in 2009( current
consolidated spending – Capital budget
excluded). Controlled increase in wages
fund with relative decrease of its share in
GDP is a main prerequisite for imple-
mentation of a stabile concept of public
expenditure financing. 

Reduction of total public debt share
in GDP is the most important goal in the
mid-term framework. Such reduction
should include foreign and domestic
debt of the Republic Budget, local self-
governments, extra-budgetary funds and
all companies in which the state is major
shareholder, at the Republic and local le-
vel. 

Another priority is reduction of total
debt below 30 % of GDP, which will, ac-
cording to projections, take place in 2010
once the reforms are implemented. 

MMAACCRROOEECCOONNOOMMIICC  AANNAALLYYSSIISS  
&&    IINNTTEERRNNAATTIIOONNAALL  

CCOO--OOPPEERRAATTIIOONN  DDEEPPAARRTTMMEENNTT  
SSTTAANNKKOO  JJEEKKNNIIĆĆ,,  pphh..DD..

CCoooorrddiinnaattoorr  ooff  tthhee  DDeeppaarrttmmeenntt
RRAADDOOVVAANN  ŽŽIIVVKKOOVVIIĆĆ,,  

IInnddeeppeennddaanntt  AAddvviissoorr
VVLLAADDIISSLLAAVV  KKAARRAADDŽŽIIĆĆ,,  

IInnddeeppeennddaanntt  AAddvviissoorr

Stanko Jeknić


