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Introduction

Doing Business Mexico  | Introduction

Latin American countries - Mexico and Central America in particular- live an 
unprecedented juncture in several aspects. Two years after the star of the 
Pandemic, the region has witnessed new geopolitical, war, and commercial 
happenings, as well as natural phenomena that, globally, have impacted the 
economic recovery anticipated after the COVID-19 health crisis.

While certain difficulties arising in the current context, such as high inflation levels 
and the disruption of the supply chain, represent an important challenge for this 
region’s countries, they are also an opportunity to boost the development of these 
economies long term.

For investors interested in taking advantage of these opportunities and having a 
clearer outlook of the economic, tax and legal situation in Mexico and the Central 
America countries, Deloitte presents the 2022 edition of Doing Business.

This high value guide for investors compiles valuable data and information, 
grouped in three analysis axes: the main economic variables, legal conditions that 
impact business activity and tax matters.

These key aspects, compiles and analyzed with a specialized angle, can help those 
who are considering entering, expanding, or consolidating their presence in these 
markets, to develop an encompassing and effective strategy.

We hope this report is interesting and useful to you.

Kind Regards,

Enrique Vázquez Gorostiza
Partner General Director
Mexico-Central America Marketplace 
Deloitte Spanish Latin America
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Doing 
Business 
in Mexico
Mexico is among the 16 largest economies 
in the world and is the second largest in 
Latin America1. Its geographic position, 
resource diversity, and labor force has 
given it competitive advantages that make 
it attractive to investors. Mexico has 
established a network of 13 treaties2 that 
grant access to over 45 countries with 
which Mexico maintains a preferential 
tariffs and commercial benefits relation. 
Among these agreements, it has a free 
trade one with one of the largest and most 
important economies worldwide: The 
United States of America.

With the arrival of the COVID-19 pandemic, 
a new world order may be emerging. 
Countries have faced the largest economic 
deceleration of the past two centuries, 
causing immediate damage in the economic 
and social spheres, with possible long-term 

consequences. In 2020, Mexico was one of 
the countries with the largest economic 
loss, after registering a yearly fall of 8.2%, 
exceeding Latin America’s 7.0% GDP 
decline. Additionally, GDP per capita shrank 
back to 2009 levels, while poverty and 
inequality were intensified. The pandemic's 
economic effects were magnified as a result 
of the low fiscal spending (in comparison 
with other countries in the region), as well 
as the challenges in the health and social 
protection systems.

With the star of vaccination and the lifting 
of mobility restrictions, the recovery 
started to take shape; however, this has 
been insufficient pace to boost the 
country's economy higher than the levels it 
had before the pandemic appeared. 
 

Despite all the disruptions the pandemic 
brought with it, opportunities have also 
arisen, particularly because the supply 
chains worldwide are being reorganized3 
and Mexico has competitive advantages to 
become one of the favorite destinations to 
relocate the production of several 
industries, as well as strengthen itself in 
order to become an important supply 
provider worldwide. 

General Profile

Doing Business México  | Doing busines in Mexico
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Constitution

The Political Constitution of the United 
States of Mexico is the supreme law in 
Mexico and defines this country as a 
representative, democratic, and federal 
republic comprised of 32 states (including 
Mexico City). The Constitution also 
establishes the faculties and responsibilities 
of the federal government, which is divided 
in three branches: Legislative, Executive and 
Judicial.

The human rights stipulated both in the 
Constitution and international treaties, must 
guide the conduct of the government and 
particulars, while at the same time they 
establish a limit in their activities.

According to the Constitution, the faculties 
expressly granted to the Federation are 
understood to be reserved for the states. 
Business matters (including banking), for 
example, is federal, while civil matters are 
local; business property is therefore, 
governed by each state's laws.

 

Federal Branches

The Executive Branch enforces the law and 
is headed by the President, who is in power 
for six years and is elected by direct and 
universal vote.

The Legislative Branch is comprised of two 
chambers, Representatives and Senators, 
and is in charge, among others, of 
presenting and approving the law initiatives. 
Independent of this, each chamber has 
exclusive competences in several subjects.

Finally, the Judicial Branch comprised by the 
Supreme Court of Justice of the Nation 
(highest court of this branch), other courts 
and courthouses, as well as the Council of 
the Federal Judiciary, which oversees the 
administration, discipline and overseeing of 
the latter (except the Supreme Court of 
Justice of Nation)

Rule of Law

Due to the separation of powers, the 
recognition of human rights by the Mexican 
State, and the counterweights system 
which balances and limits the power of the 
branches between the, (all of this included 
fundamentally in the Constitution), it is 
understood that the Rule of Law is 
intimately intertwined with the Magna 
Carta.

For this reason, constitutional reforms, 
unlike reforms to ordinary laws, demand 
the observance of a compounded reform 
procedure: that is, they are only valid is 
certain obstacles are overcome, such as the 
approval of two thirds of the members of 
both chambers present, as well as the 
approval of the majority of the state 
legislatures. It is important to note, 
however, that since the promulgation of the 
Constitution (in 1917), over 700 
constitutional reforms have been made.

Political Regime

Doing Business México  | Doing business in Mexico
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In 2020, as a consequence of the coronavirus 
pandemic, Mexico's Gross Domestic Product 
(GDP) was reduced to $1,073 million dollars, 
a similar level to the one registered in 2010, 
that is to say, that in only one year, the 
economic activity erased the gains accrued 
in the last 10 years.

Affectations were not only at the economic 
level, but it also exposed the fragility of the 
health4 and social protection systems in the 
country, as well as the high informality of 
the job markets, which caused that a vast 
amount of people were exposed to 
contagion without the possibility to receive 
an income.

The arrival of new variants of the virus in 
2021 (like Delta and Omicron), hindered the 
recovery, as there still was a broad fear of 
being infected, as well as restrictive measures 
that limited mobility, production, and 
investment. This way, the growth achieved by 
the economy in 2021, of 4.8%, was not 
enough for the activity to recover to levels 
before the pandemic (table 1)
 
Towards 2022, it was thought that the 
economy would continue its expansion 
throughout the year. however, the start of the  
geopolitical conflict between Russia and 
Ukraine, in February this year, delivered a 

new hit to the recovery rhythm and growth 
protections have been reduced since then. 
The war has implied a marked increase in 
the price of several raw materials, which 
has pushed the inflation to the maximum in 
several decades, as has been seen in 
almost all the world. This event has caused 
central banks to increase their interest 
rates, which will have a negative impact in 
economic activity.

Economic Forecast

Table 1 
GDP Sectoral composition8 (Million dollars per year and percentage contribution to the 2021 GDP)

2019 2020 2021 % PIB

Total 1,269.4 1,087.1 1,293.0 100

Primaries 43.0 41.3 49.3 3.8

Secondaries 390.7 323.6 413.4 31.9

Mining 54.5 43.4 67.8 5.2

Construction 89.6 69.6 88.2 6.8

Manufacturing 219.0 188.1 233.0 18.0

Tertiaries 761.4 656.1 757.4 58.5

Retail Trade 118.8 101.6 125.4 9.7

Wholesale Trade 117.3 101.1 125.2 9.7

Real Estate Services 123.3 112.7 123.8 9.6

Transport 78.9 59.5 75.7 5.8

Financial Services 51.4 45.8 49.5 3.8

Tourist Services 33.7 18.1 26.1 2.0

Doing Business México  | Doing business in Mexico

Source: Econosignal, with information from INEGI. Original series at current prices are used.
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Behavior by Industry

Recovery has been heterogeneous among 
the different sectors of the Mexican 
economy, since, at the close of 2021, several 
activities had not been able to reach the 
level they had in 2019, while some others 
achieved significant advance and have 
exceeded their pre-pandemic levels.5

Among the ones that grew, the Tourism 
sector stands out, which in 2021 was the 
activity that grew the most (+29.1%), due 
to the reduction of mobility restrictions, 
advance in the vaccination programs and 
increase of international tourist entering 
the country. However, it has only restored 
77% of the capacity it had before 2020.
 

In second place is consumption, (both 
wholesale and retail), which advanced a 
yearly 10.3%, boosted by retail sales, mainly 
those conducted online, which reached 
record levels in 2021. In third place we 
find the manufacturing industry, with a 
recovery of 8.6% in 2021 with regard to 
2020. However, within this, the industries’ 
behavior is very divergent.

On one side, the manufacturing of 
electrical devices, chemistry industry, 
textile products, and machinery and 
equipment have managed to overcome 
their pre- pandemic level, despite the 
setbacks in the supply chains worldwide, 
which increased the prices of several inputs 
and delayed delivery times. Nonetheless, 
the automotive industry, one of the most 

important in the country (representing 
close to 3% of the GDP), has not been 
able to recover and by the first semester 
of 2022, car production was still 17% 
below their 2019 level, mainly due to the 
worldwide shortage of semiconductors.

On the side of the sectors that fell in 2021, 
we have financial services (-3.4%), due to 
the decrease of profits for the insurance 
and bonds companies The rest of the 
services sector also had a contraction 
(-3.5%), which is linked to the instauration 
of the labor law which caused a fall in 
income to the firms engaged in personnel 
subcontracting.

Doing Business México  | Doing business in Mexico

Source: Econosignal, with information from INEGI. Original series in constant values at 2013 prices are used.
** In services, professional and specialized services are considered (education, support to businesses, transport, etc.)

Graph 1 
GDP Growth per Industry
(Annual Variation 2021 vs. 2020, original figures)

29.1%

10.3% 8.6% 8.1% 7.2% 6.2% 3.2% 2.2% 0.3%

-3.4% -3.5%

77%

100% 98% 106%
88%

104% 102% 105% 98% 91% 92%

0%

40%

80%

120%

-10%

40%

To
ur

is
m

Co
ns

um
pt

io
n

M
an

uf
ac

tu
rin

g

H
ea

lth

Co
ns

tr
uc

tio
n

M
in

in
g

Fo
od

in
du

st
ry

Te
le

co
m

En
er

gy

Fi
na

nc
ia

l
se

rv
ic

es

Se
rv

ic
es

**

2021 Annual rate (left axis) Recovery Level (2021 vs. 2019)



08

Currency Income to the country 
Despite the slow economic recovery, the currency income in dollars 
to the country increased importantly in 2021.

In the first place, manufacturing exports left the country revenues 
of 435 thousand million dollars6, not only surpassing pre-pandemic 
values but reaching a historical maximum.
These were manly directed to the U.S.A UU. (+16.6% annually) in the 
following sectors: machinery and equipment, metallic products, 
electrical and electronic products, and automotive goods.

Following exports, the second revenue source in dollars in 
importance for the country in 2021 were the remittances, which 
reached a historical amount of $51,586 million dollars7, 
representing an annual increase of 27.0%, equaling 4.0% of the 
GDP. The flow of remittances was increased considerably due to 
the economic stimulus offered by the US administration to face the 
pandemic, which allowed families to send more money to their 
fellow nationals, and therefore, spending in Mexico also showed 
advance.

Graph 2 
Main sources of dollars in Mexico (Thousands of millions of dollars)

Nota: All headings only include the dollar inflows to the country. Oil and manufacturing correspond to the value in dollars of the exports, in Tourism, the currency inflows 
from international travelers are included; remittances and FDI represent the dollar inflows to the country.

Source: INEGI, Banxico, Secretary of Tourism.

Doing Business México  | Doing business in Mexico

0

100

200

300

400

500

0

10

20

30

40

50

60

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

20
21

Tourism Remittances FDI Oil Manufacturing (right axis)

In third place, and showing a favorable behavior, is the Foreign 
Direct Investment (FDI), which generated a revenue to the country 
of $31,658 million dollars, exceeding the 2020 amount ($28,062 
md), although still below the one registered in 2019 ($34,352)8. It 
is likely that some part of this recovery can be explained by the 
reorganizations of supply chains worldwide, as several companies 
are currently moving part of their operations towards countries 
closer to the markets to reduce costs and avoid bottle necks. This 
could represent an important advantage to Mexico, being next to 
one of the world's largest consumers: the United States.
 

In fourth place, as the largest revenue source in dollars in 2021, are 
the revenues from oil exports9, which rebounded to $24,275 million 
dollars, a 63% increase compared to 2020, due to a price increase 
of the Mexican mix. Finally, the currency revenue from international 
visitors (Tourism10), was $19,796 million dollars, an 80% increase 
compared to 2020, but still under the amount registered in 2019 
($24,573 MD).
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Foreign Direct Investment
In 2021, Mexico was able to record 
$31,658 million dollars for Foreign Direct 
Investment11, representing the 1.9% of 
the world's FDI, according to UNCTAD’s 
preliminary data12.

FDI’s inflows come mostly from the USA, 
Mexico’s main commercial partner. This 
country increased its investments 39% 
in 2021 compared to 2020, intended 
mainly for car parts and electrical devices 
manufacturing and chain stores. In second 
place is Spain, who increased its investment 
in the financial services sector, as well as 
power generation and distribution. In third 
place is Canada, although investment from 
this country had an annual 38% reduction. 
Other countries that substantially increased 
their investments in the country are Great 
Britain (+101% annually), China (+91%), 
Austria (+89%), and Japan (+30%).

The most attractive sectors for foreign 
direct investment during 2021 were 
manufacturing (securing 38% of the total 
FDI, receiving $11,658 MD. Out of this 
amount, the automotive sector comprise 
close to 50% ($5,514 MD), while the rest 
is divided by electrical devices (10% of 
the total), computer equipment (9%), and 
machinery and equipment (6%), among 
the main ones. In second place, among the 
main recipients of FDI in 2021 are financial 
services, which secured $4,875, although 
27% lower than what was received in 2020. 
Mining activities reached the third place, 
securing investments for $4,780 MD, 238% 
more than in 2020.

The most attractive states for these types of 
investments were Mexico City, receiving 17% 
of all the investment in the country, followed 
by Nuevo León, with 10%, Baja California, 
with 7.0%, Jalisco and Chihuahua with 6.8% 
and 6.0% respectively.

Table 2 
Main FDI countries of origin (thousand million dollars and percentage of participation 
in 2021)

Table 3 
Main Investment sectors (thousand million dollars and percentage of participation 
in 2021)

Source: Secretary of Economy.

Source: Secretary of Economy.

USA Spain Canada Germany

14.7 4.4 2.6 2.0

47% 14% 8% 7%

Manufacturing
Financial 
services

Mining Transport

11.6 4.8 4.7 3.1

36.8% 15.4% 15.1% 9.9%

Doing Business México  | Doing business in Mexico
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Illustration 1 
FDI concentration by geographical region and sector
(Million dollars, 2021)

Center- North FDI (MD)

Hospitality 561.5

Transportation services  239.6

Financial Services 159.1

West FDI (MD)

Retail and Wholesale Trade 812.4

Financial Services 532.8

Transportation services 343.3

Center FDI (MD)

Financial Services 1,072.3

Retail and Wholesale Trade 920.5

Transportation equipment 566.5

South FDI (MD)

Mining 828.0

Financial Services 331.2

Hospitality 223.9

Bajío FDI (MD)

Transportation equipment 1,541.5

Financial Services 382.1

Retail and Wholesale Trade 301.6

Border region FDI (MD)

Transportation equipment 3,353.9

Transportation by ducts 1,568.6

Electrical devices 1,195.0

Note: 2021 figures are preliminary, and therefore subject to change.
Source: Secretary of Economy.
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Monetary Policy and Currency System
The Bank of Mexico is the body responsible 
for maintaining price stability in the country. 
To accomplish this, it sets inflation, ranks, 
and terms to achieve it. Currently, the range 
it established is 3.0% +/- one percentage 
point13.

Following the crisis caused by the COVID-19 
pandemic, several disruptions emerged, 
from both the production side (goods 
shortage and delivery delays), and the 
spending side (change of habits), which 
created the scarcity of certain services and 
some services).

This way, inflation started an upwards 
trajectory since the start of 2021, and from 
March this year, it exceeded the objective 
range by reaching an annual variation 

of 4.67%. Since then, inflation has been 
increasing, and by the end of 2021, it had 
increased 7.36% in relation to December 
2020. As a consequence, the Bank of Mexico 
started to raise the reference rate, which 
went from 4.0% in March to 5.50% by the 
end of 2021.

With the start of the geopolitical conflict 
between Russia and Ukraine, in February 
2022, risks relative to prices increased 
worldwide. Prior to the start of the war, it 
was believed that price indexes would reach 
its apex by the start of 2022 and would start 
to decrease as the disruptions left by the 
pandemic were resolved. However, since 
Russia and Ukraine are important producers 
and exporters of raw materials (that range 
from energy and industrial metals used by 
the technological industry to food such as 

wheat, rye, corn, among others), the prices 
of these commodities shot up to decades 
ḿaximums, and even, historical maximums 

during the first months of the conflict.

In this way, inflation throughout the world 
has been increasing and is expected to stay 
that way for the rest of 2022. Therefore, 
the countries’ monetary policies will have 
an important role, as central bank will have 
to be careful when raising interest rates to 
avoid giving rise to a recession.

Doing Business México  | Doing business in Mexico
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Current Economy and Perspectives

During the first semester of 2022 the 
Mexican economy grew 1.9% compared to 
the same period in 2021, growth that was 
driven mainly by the performance of high 
added value sectors linked to the global 
commerce.

Furthermore, the greatest the openness 
of services and advances in vaccination 
have changed the spending preferences 

and services accumulate a wider recovery 
than spending in lasting goods. However, 
starting in June, the economy interrupted 
its upwards trajectory observed from 
October 2021, which mover it away from pre 
pandemic levels.

This behavior is similar to what is 
happenings in other parts of the world: a 
more moderate growth in the second half 

of this year than the boost observed during 
the first months of 2022.

The growth forecast for the Mexican 
economy is of 2.0% for this year and 1.5% for 
2023, due to a leaner monetary policy that 
will difficult the economy's upturn.

Graph 3 
GDP Growth and contribution of aggregated demand components
(GDP Contributions in percentage points, left axis, and annual % GDP variation, right axis)

Source: INEGI.

Governmental spending

Net exports

Private spending

Investment

GDP (secondary axis)

Doing Business México  | Doing business in Mexico
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The main inhibitor this year's economic 
growth is still the inflation, as it affects both 
producers and consumers. It is expected 
that prices will reach a maximum point 
sometime in the third trimester of 2022 but 
will finish the year at a higher level by the 
close of 2021 (above 8%). This price 
tendency will have a greater repercussion 
for people with lower
 

Income as they face bigger obstacles when 
purchasing the basic basket. In light of this, 
it is probable that poverty conditions in the 
country will exacerbate, and consequently 
if conditions are not created to resolve this 
issue, the consequences could be long 
term.

In terms of the monetary policy, the Bank of 
Mexico will continue restricting the money 
supply through an increase of the reference 
rate which will end the year above 9.0%. For 
2023, y with inflation diminishing, the 
interest rates could also begin to lower, but 
the pressures persist and, depending on 
the speed with which they are reduced, the 
rates will also be reduced.

Graph 4 
Inflation reaches its maximum level in the past 21 years  
(Reference rate in percentage and inflation in annual percentage variation.)

Source: INEGI and Bank of Mexico
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Doing Business México  | Doing business in Mexico



14

Main Economic 
Variables

GDP 2021 

1,293.0 md

GDP Growth 
(Annual percentage variation,
original figures)

P Projected value.

-8.1

2.0

4.8

1.5

Position in the world

16 / 193

2020 2021

2022P 2023P

Macroeconomic context (figures at the end of 2021)

PIB per capita 9,926  
Dollars

Reference rate 5.50  
Percentage

Inflation 7.36  
Annual percentage variation

Performance rate 4.1  
Percentage

Exchange rate 20.5  
COP/USD

Population 128.9  
Million people

FDI 31.5  
Thousand million dollars, influx

Tax balance -3.8  
GDP percentage

Primary balance -0.3  
GDP percentage

Public Debt 50.0  
GDP percentage

Current Account -0.4  
GDP percentage

Trade balance -0.9  
GDP percentage

International reserves 16.1  
GDP percentage

International reserves 32.2
Percentage of the public debt

Doing Business México  | Main Economic Variables

Source: Instituto Nacional de Estadística y Geografía 
(INEGI), Secretaría de Hacienda y World Bank. GDP 
projections are from Econosignal.
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Source: International Institute for Management 
Development (IMD), World Bank (WB), and 
Transparency International (TI).

Product Value (MD) Participation

Exports 416.7

Automobiles 41.60 10.0%

Computers 31.50 7.6%

Car parts 27.10 6.5%

Trucks 23.80 5.7%

Crude Oil 17.80 4.3%

Country Value (MD) Participation

Exports 31,055

United States 8,921 28.4%

Canada 2,750 7.9%

China 1,428 6.3%

Germany 1,473 4.3%

South Korea 1,274 3.6%

Imports 381.8

Integrated circuits 28.30 7.4%

Car parts 21.60 5.7%

Refined oil 18.10 4.7%

Machinery parts 14.90 3.9%

Telephones 7.85 2.1%

Imports 381.8

United States 196.0 53.2%

China 59.80 16.2%

Germany 13.0 3.5%

South Korea 10.7 2.9%

Malaysia 10.2 2.8%

Competitiveness

Ease to do
business

Corruption 
perception 
index

Position in the world

55 / 63
(IMD, 2022)

Position in the world

60 / 190
(WB, 2020)

Position in the world

124 / 180
(IT, 2020)

Foreign Trade (main goods, 2020)

Foreign Trade (main commercial partners, 2020)

Doing Business México  | Main Economic Variables
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Legal 
System
Legal entities 
Private legal entities are recognized as 
entities independent of their shareholders 
or members, and therefore, have an 
independent existence from them. The 
most common mercantile companies 
regulated by the General Law of Mercantile 
Societies are:

 • Sociedad de Responsabilidad Limitada 
(Societies of Limited Responsibilities) (S. 
de R.L.)

 • Sociedad Anónima (Limited Company) 
(S.A. -the most widely used in the 
business area).

Mercantile societies are regulated by the 
Security Market Law, whose objective is to 
eventually become debt or capital issuers 
in the Mexican market, are:

 • Sociedad Anónima Promotora de 
Inversión (Investment Promoting Limited 
Company) (S. A. P. I.).

 • Sociedad Anónima Promotora de 
Inversión Bursátil. (Trading Investment 
Promoting Limited Company) (S. A. P. I.).

 • Sociedad Anónima Bursátil (Trade limited 
Company) (S. A. B.- capital issuing 
companies in the public market).

Additional to mercantile companies, there 
are Civil Societies (which could have 
another name and regulation in several 
estates):

 • Sociedad Civil (Civil Society) (S. C.).

 • Asociación Civil (Civil Association) (A. C.).

Mercantile societies are those established 
for the execution of a predominant 
economic end, while civil association have 
the opposite end.

Main mercantile societies
In the first place, there are no uni-personal 
societies in Mexico, save few exceptions. 
Therefore, societies can be established by 
two or more partners, who can all be 
foreigners.  

Doing Business México  | Legal Systema
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The most common mercantile companies in 
Mexico and their main characteristics are:

Sociedad Anónima (S. A.) Sociedad de Responsabilidad 
Limitada (S. de R. L.)

Sociedad Anónima  Promotora 
de Inversión  (S. A. P. I.)

Shareholders/
Partners

Minimum: 2 shareholders Maximum: 
unlimited.

Minimum: 2 partners

Maximum: 50 partners

Minimum: 2 shareholders

Maximum: unlimited

Social Capital

There is no minimum capital to establish 
a company and this is represented in 
shares (credit titles).

There is no minimum capital to 
establish a company and this 
is represented by social parts 
(which are not credit titles).

There is no minimum capital to 
establish a company and this 
is represented in shares (credit 
titles).

Responsability 
and social 
capital

The shareholders’ responsibility in an 
S.A. Is limited, initially, to the amount 
of their capital contributions. Capital is 
represented by shares granted to their 
holders.

Corporate rights responsibility, there 
may be different share series, which 
confer different corporate rights: for 
example, limited economic or corporate 
rights.

The shareholders’ responsibility 
in an S. de R.L. Is limited, initially, 
by their capital contributions.

The social capital of a S.de R.L 
is divided in social parts, one 
per partner, which are not 
represented by shares.

The shareholders’ responsibility 
in an S.A.P.I. Is limited, initially, by 
their capital contributions.

Capital is represented by shares 
granted to their holders.

Holders of corporate rights, there 
may be different series shares, 
which confer different corporate 
rights: for example, limited 
economic or corporate rights.

Partner 
Transference

It may be limited to the transmission of 
actions into statutes, which to start with 
are free circulation.

The social parts can be yielded 
with the approval of, as a 
minimum, the majority of the 
partners.

It may be limited to the 
transmission of actions into 
statutes, which to start with are 
free circulation.

Administration
The administration can be trusted 
to a Sole administrator or a Board of 
Directors.

The administration can be trusted 
to a sole manager or a Board of 
Management.

Administration can only be 
trusted to a Board of Directors.

Supervision One or several shareholders' 
representatives

In its case, supervisory board.

One or several shareholders' 
representatives, in case a Trade 
Limited Company is adopted, in 
substitution of the shareholders' 
representatives, an independent 
external auditor and an Audit 
Committee will be designated.

Variable Capital  
(C. V.)

The three types of company allow the issuance of Variable Capital, which grants important flexibility for the 
purposes of its increase and decrease.

Purpose

The most commonly used company 
used in Mexico due to its similarity 
to companies by shares in other 
jurisdictions and the flexibility of the 
internal organization (for example, 
shareholders rights and obligations, 
limiting of share transference, 
administration bodies, etc.)

In certain jurisdictions (U.S.A. 
for example), these types of 
companies are considered 
transparent (partnership), 
that allow a “check box” for tax 
purposes.

These type of societies aim to 
be preparatory for issuing and 
placing of shares in the stock 
market, by establishing the 
bases to become a Trade Limited 
Company (S.A.B.).
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Financial Sector 
The regulation of each financial intermediary 
falls to the decentralized bodies of the 
Secretaría de Hacienda y Crédito Público 
(Secretary of Revenue and Public Credit), the 
one in charge of managing the resources 
obtained from taxes and the supervision 
of the governmental budget (typically 
specialized), as well as the Bank of Mexico. 
The financial authorities are, mainly, the 
following:

Comisión Nacional Bancaria y de 
Valores (CNBV)
In charge of most of the financial 
intermediaries, including, among others, 
stock exchanges, brokerage houses, banks, 
and auxiliary credit bodies.

Comisión Nacional de Seguros y Fianzas 
(CNSF)
Oversees insurance institutions, agents, 
surety companies and other entities in the 
sector.

Comisión Nacional del Sistema de 
Ahorro para el Retiro (Consar)
Oversees the retirement savings system, 
which include the compulsory pension funds 
for workers in Mexico.

Comisión Nacional para la Protección 
y Defensa de los Usuarios de Servicios 
Financieros (Condusef) 
This commission is, unlike others, 
independent from the Secretaría de 
Hacienda y Crédito Público and is in charge 
of the defense of the users (consumers) of 
financial services.

In Mexico, only multipurpose banks
development bank institutions can receive 
deposits from the public, these depositors 
are beneficiaries of an insurance from 
the Instituto del Protección de Ahorro 
Bancario (Institute for the Protection of 
Bank Savings) (IPAB), created with specific 
bank reserves.

Foreign investment was limited in the past, 
although through time these restrictions 

were eliminated, there is no restriction 
today for foreign investment in Mexican 
banks (except what in relation to foreign 
governments). In fact, foreign financial 
institutions may be established in Mexico 
through a subsidiary.

Infrastructure

Public infrastructure projects can be 
financed with withe public debt or private 
investment, in either case, the principles 
established in the Constitution must be 
followed, that is, they must be conducted 
through procedures that ensure an 
economic efficient, efficacy, transparent, and 
honest management via public bids. There 
are, of course, exception procedures to 
public bids; direct adjudication or restricted 
invitations; however, even these procedures 
must be oriented towards the fulfillment of 
the aforementioned conditions.

The main laws that rule public federal 
contracting and public works are the Ley de 
Adquisiciones, Arrendamientos y Servicios del 
Sector Público (Public Service Acquisitions, 
Leasing, and services Law), la Ley de Obras 
Públicas y Servicios Relacionados con las 
Mismas (Law for Public Works and Services 
related to them) y la Ley de Asociaciones 
Público Privadas (Public Private Association 
Law); the latter of these allows the 
cerebration of long term agreements or 
contracts by which private developers can 
finance and supply, totally or partially, the 
necessary infrastructure for the adequate 
rendering of public services, for example, 
hospitals, highways, etc.

Investment Vehicles
In Mexico, there are several mechanisms 
and ways of implementing investments, for 
example:

 • Joint-venture agreements.

 • Capital contributions.

 • Private Capital Investment Trust.

 • Non- business administration Trust

 • Debt contracting (including convertible 
debt and hybrid instruments.
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 • Issuance trusts of:
 – Capital Development Certificates (CCD) 
 – Investment Projects Certificates (IPC)
 – Real Estate Investment Trusts 
Certificates (REITS)

 – Energy and Infrastructure Investment 
Trusts

 – Certificates (FIBRA E).

 • Investment Funds.

Foreign Investment (FI)

Mexico, in principle, does not have 
restrictions on FI; there are, however, 
some specific ones for certain sectors, for 
example, reasons of national security or 
public interest. According to the above, the 
restrictions stated in the FI Law are:

i. Restricted activities that can 
only be undertaken by the Mexican 
government such as the exploration 
and extraction of hydrocarbons, 
energy supply, nuclear energy 
production, bill issuance, mail, etc.
ii. Activities restricted to Mexicans 
or Mexican entities whose statutes 
include the foreigner’s exclusion 
clause, such as national land 
transportation of passengers, 
tourism, and cargo (excluding 
courier and parcel services).
iii. Activities in which FI is limited to 
certain thresholds. For example, 
49% of companies dedicated to the 
manufacturing and 
commercialization of explosives, 
firearms, shells, ammunition, and 
fireworks, printing and publication 
of newspaper, radio broadcasting, 
regular and non-regular national air 
transportation, non-regular 
international air transportation in 
the air taxi mode and specialized air 
transportation.
iv. Activities in which FI is limited to 
certain thresholds which can be 
overcome with approval of the 
Foreign Investment National 
Commission, for example, provision 
of legal services, port services to 
vessels carrying out their interior 
navigation operations such as 

towage, mooring, and ferriage, naval 
companies dedicated to the 
exploitation of vessel exclusively in 
height traffic, authorized or licensed 
dealers of public service airfields, 
etc.

Agreements and Treaties

Mexico has 34 investment promotion 
and protection agreements (“FIBAS”), 32 
of which are in force, and 17 commercial 
agreements with investment protection 
provisions.

Both the FIBAs and the commercial 
treaties grant the foreign investors a 
group of guarantees, such as fair and 
equal treatment, nondiscrimination (for 
example, under the national treatment 
and most favored nation) compensation 
for expropriation (direct and indirect) and 
access to arbitration. 

USMCA

One of the most critical and important 
commercial treaties for Mexico is the 
United States–Mexico–Canada Agreement 
(“USMCA”). This replaces the North 
America Free Trade Agreement (“NAFTA”), 
which, among other things, establishes 
the applicable dispositions to commerce 
between Mexico, United States or Canada 
in relation to agriculture, investment, 
technical barriers to commerce, digital 
commerce, work, better regulatory 
practices, macroeconomic policies, and 
exchange policies.

The USMCA was signed the 30 of November 
2018, at Buenos Aires, Argentina after 
almost 15 months of negotiation and was 
finally ratified by the Mexican Senate on the 
19 of June 2019, entering into force the 1st of 
July, 2020.
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Tax 
Matters
Generalidades
The main taxes that impact companies doing 
business in Mexico are Income Tax (ISR), 
Value Added Tax (IVA), and the Special Tax 
on Production and Services (IEPS), as well 
as the contributions or social security that 
must be paid on behalf of the employers. 
Nonetheless, there are other relevant taxes 
such as the Real Estate Purchase Tax (ISAI).

Personnel outsourcing in Mexico is limited 
to those service that have a specialized 
characteristic, and therefore companies un 
the country must have their own personnel 
and distribute and pay the equivalent to 10% 
of the taxable utilities to their employees 
(PTU).

PTU payment has a maximum of 3-month 
salaries for each worker or the average of 
the profit-sharing received in the past three 
years, applying the amount that is more 
favorable to the employee. Utilities must 
be paid within the first 60 days after the 
presentation of the annual ISR returns, and 
the latest on the 31 of may od the following 
year.
 

Mexico maintains an incentives and tax 
facilities for “maquiladoras,” focused on 
driving the manufacturing activities of goods 
destined for export and other services such 
as data processing. Furthermore, Mexico is 
an active member of the Organization for 
Economic Co-operation and Development 
(OECD) and the Mexican legislation has 
included provisions in the matter of 
Transfer Pricing applicable to transactions 
with national and international parts. In 
this sense, Mexico has a wide network of 
bilateral treaties to avoid double taxation 
and most of them are based on the OECD 
model agreement.

Resulting from the OECD initiative to 
prevent the erosion of the countries’ tax bases 
and avoid income transference between 
jurisdictions —Base Erosion and Profit 
Shifting (BEPS) —, Mexican legislation has 
incorporated several dispositions against tax 
evasion and the abusive use of tax treaties.  
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Tax Residence

A company is a resident of Mexico if the 
main management of their business is in 
the home territory.

Fiscal Base and Rates

Companies resident in Mexico pay taxes on 
the tax results (reducing tax losses from 
previous years) corresponding to the 
totality off their income. Non-Resident 
companies pay taxes only on those taxes 
whose source of wealth is Mexico. In 
general terms, it is assumed that the source 
of wealth of income is in Mexico when the 
activities and/or activities involved in the 
operations are located in the country, or, 
when there are payments made by Mexican 
entities residing abroad.
The corporate ISR rate is 30%. The same 
rate applies to the Mexican branches of 
foreign entities under the figure of a 
Permanent Establishment, which aligns 
with the principles stated by the OECD. On 
the other hand, the ISR rate applicable to 
natural persons is determined 
progressively in relation to income, 35% 
being the maximum. 

Fiscal Revenue

The gross income of a legal entity resident of 
Mexico includes all the income received in 
cash, species, services, or credit, as well as 
those coming from abroad. Therefore, also 
part of the gross revenue of all operations 
earnings, passive incomes such as interests, 
royalties, and rent; and capital gains.

The tax result of a company is the result of 
subtracting from the gross annual income the 
costs, deductible spending and investments, 
as well as the tax losses incurred in the past 
ten years, in general terms, income and 
expenses are recognized on an accrual basis.

Deductions

Costs, expenses, and investments 
will be deductible if the fulfill certain 
requirements:
 

They must be duly registered in accounting 
and must be strictly necessary for the 
company’s operations and be backed by 
electronic invoices with the formalities 
and characteristics stated by the fiscal 
dispositions, among others.

It must be noted that additionally to 
the deduction's general requirements, 
there are certain specific and limiting 
requirements for some of them. These are 
some examples: to exercise the deduction 
of the expenses relative to the workers’ 
payments, the obligations corresponding 
to the withholding and taxes at large and 
social security contributions, as well as 
social welfare expenses (that are benefits 
granted in a general manner to the 
workers) will only be partially deductible by 
express provision; in regard to investments, 
there are maximum annual reduction rates 
defined according to the type of assets 
or the industry; in the case of interests, 
certain limitations must be observed, 
such as the requirements of market 
capitalization of the company for interests 
paid to parts abroad, or recently entered 
into the Mexican tax system, which tend to 
restrict the deduction volume of interest 
expense to 30% of a special tax revenue 
before taxes, interests, depreciation and 
amortization.

Inflation

The ISR Law recognizes the effects of 
the inflation in Mexico, being the main 
ones, an income relating to the passives 
of the taxpayers and a deduction for the 
credits obtained due to their operations. 
Additionally, the value of other assets can 
be adjusted due to inflation, this is case, 
among others, for the deductions of the 
investments (fixed assets), as well as tax 
losses and credit balance for the taxpayers.

Capital Gains

For companies residents of Mexico, capital 
gains derived from the sale of fixed assets, 
shares or real estate are considered 
accumulated earnings subject to the 30% 
general rate.

Nonresidents that carry out the sale of 
shares of Mexican entities are subject to 
ISR at a 25% rate on the total amount of the 
operation, or they can opt to pay 35% on the 
earnings if they have a legal representative 
in Mexico.

Nonresidents that get earnings from the 
sale of Mexican shares traded in the stock 
market are subject to a 10% retention of 
the earnings with certain limitations. The 
intermediary of the operation must make 
the retention.

Dividend Distribution and Return on 
Capital

Independent form the tax retentions 
applicable to dividends
—As mentioned ahead in this document—, 
Mexican companies must keep a record of 
the earnings that have been taxed with the 
corporate ISR, in a special account known as 
Net Income (Cuenta de Utilidad Fiscal Neta) 
(CUFIN).

Essentially, dividends or distributed earnings 
in excess, the balance of
this account will be subject to the payment 
of taxes by the payer entity, however, paid 
tax can be credited, whether the tax of the 
exercise in which they were paid or the two 
following years.

Likewise, Mexican taxpayers are obligated 
to maintain the registry of the capital 
contributions received from their 
shareholders via the Capital Contribution 
Account (Cuenta de Capital de Aportación) 
(CUCA). In principle, the capital reductions 
backed by this account can be delivered to 
the shareholders with no additional taxes, 
however, when the reduction amount 
exceeds the CUCA's balance, the differential 
will be considered a dividend distribution for 
tax purposes, subject to the rules described 
in the above paragraph.
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Payments Abroad

Mexican companies that make payments to 
persons or entities not residing in Mexico 
are obligated to retain and pay the tax to 
the Mexican Tax authorities on behalf of 
the recipient, in certain circumstances. 
The companies, as retention agents, must 
present an annual return of the information 
that details the transactions with foreigners.
The retained taxes, generally, must be paid 
before the 17 of the month following the 
retention, unless the tax legislation establish 
a specific term.

The companies, as retention agents, will 
be responsible for incorrect retention and/
or lack of payment and may be subject to 
interests and additional fines due to the 
default. Next, we will describe the most 
common retention applied to the payments:

Dividends

In addition to the tax on dividends 
mentioned before, Mexico establishes 
an additional tax of 10% of the dividend 
distributed by a Mexican entity to a 
nonresident company or individual, no 
matter their residence.
The tax is considered a definite tax and 
the rate can be reduced in virtue of an 
applicable tax treaty.

Interests
Mexico establishes the following tax 
retention rates on the interests paid 
abroad:

 • 4.9% on paid interests to the financial 
system.

 • 10% financing entities that belong to 
foreign States, foreign banks, entities that 
invest capital in the country through 
shares that are traded in the stock 
market, by titles places through banks or 
brokerage houses in countries with who 
Mexico dos not have a double taxing 
treaty and for the acquisition of a credit of 
any class, present, future or contingent.

 • 15% on interests paid to reinsurance 
companies and on financial leasing.

 • 21% on interests not subject to the 4.9% 
or 10% rates, and those paid to 
nonresident suppliers that finance the 
acquisition of machinery or equipment 
included in the company's fixed assets.

 • 40% on interests paid to a related part 
located in a preferential tax system.

 • 35% in all other cases.

Royalties

It is considered that royalties and technical 
assistances are a source of wealth in 
the home territory when the goods and 
services paid for are used in Mexico or 
when this are paid for by a resident of the 
country.

Payments made by residents abroad 
for technical assistance, know-how, use 
of models, plans, formulas, and similar 
technology transfer (which includes the use 
of information or commercial, industrial or 
scientific equipment) are subject to a 25% 
ISR retention. Royalties paid to a foreign 
patent, trademark, or commercial name 
licensor without the provision of technical 
assistance are subject to a 35% unless this 
rate is reduced due to an applicable tax 
treaty.

Commercial companies that part rent 
to a foreigner must retain a 25% tax on 
said amount, additionally, someone must 
present an information declaration to the 
tax authorities on February of the following 
year.

Among other concepts subject to tax the 
following stand out: service fees, goods 
and real estate leasing, capital gains from 
the sale of shares or other goods, and 
reinsurance prime payment.

It is important to consider that payments 
abroad with Mexican origin made to related 
parts located in a low taxation system 
are not subject to the tax retention rates 
applicable to the different concepts but a 
40%, save some exceptions.
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In general, income subject to REFIPRE 
are considered those that are not taxed 
abroad or are at a rate lower than 75% 
(22.5% effective rate) of the ISR that 
would be caused and paid and Mexico 
in terms of tax legislation. It is important 
to mention that additionally, payments 
made to related parts via a structured 
agreement will not be deductible when 
they are subject to REFIPRE.

International Treaties

Mexico has established a wide net of 
treaties to avoid double taxation, most of 
which follow the Organization for 
Economic Co-Operation and 
Development (OECD). These treaties, 
generally, provide a tax relief measure, 
limiting or eliminating taxes of the signing 
countries regarding the income obtained 
by their respective residents.
Regarding income or rents obtained by 
foreign residents in Mexico directly, the 
double taxation agreements tend to give, 

as its main benefit, the reduction or 
elimination of tax reduction for that 
income from a Mexican source, as long as 
they fulfill several requirements and 
formalities. Additionally, many reference 
treaties have dispositions for information 
exchange that comply with OECD 
guidelines.

In order to obtain the benefits of taxation 
treaties, the income beneficiary must 
prove their residency in the 
corresponding jurisdiction and comply 
with de disposition established in the 
agreement. It is worth noting that Mexico 
has signed the base erosion and profit 
shifting (BEPS), whose dispositions, 
applicable to the agreements at issue, 
must be observed from its entry into 
force.

Finally, it is important to highlight that 
recently passed legislation in Mexico 
establishes new requirements for 

substance and business reason in the 
taxpayers’ operations.
Furthermore, new restrictions are 
included for deductions claim for 
operations conducted by foreign related 
parts, when the income at the 
corresponding jurisdiction are subject to 
a low taxation.

Note: This table includes the list of the countries with whom Mexico has signed agreements to avoid double
taxation.

Double Taxation Treaties Agreements 
are shown next:

Argentina South Africa Panama

Estonia Belgium Ukraine

Korea Hong Kong Colombia

Romania Malta Ireland

Australia Spain Peru

Finland Brazil United Arab 
Emirates

Kuwait Hungary Czech Republic

Russia Netherlands Israel

Austria Sweden Poland

France Canada United Kingdom

Latvia Iceland Denmark

Singapore New Zealand Italy

Bahrain Switzerland Portugal

Germany Chile United States

Lithuania India Ecuador

Slovakia Norway Japan

Barbados Turkey Qatar

Greece China Uruguay

Luxembourg Indonesia Costa Rica
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Indirect Taxes

IVA (VAT)

Iva is applied to the sale of goods, provision 
of services; import and export of good and 
services and leasing transactions.

The standard rate for IVA is 16%, and 
there is an 8% rate applicable in certain 
municipalities on the north and south 
border of the country. On its part, IVA on 
imports is calculated on the import value at 
customs. Furthermore, a zero tax is applied 
to exports and services used abroad if 
these are contracted and paid by a foreigner 
without a Permanent Establishment in 
Mexico.

Companies can credit monthly the IVA 
payments against the IVA charged to them. If 
the excess cannot be credited in its totality, 
the taxpayer may request a refund or credit 
it against the IVA charge in previous months.

IEPS
IEPS is applied to certain specific
products and services such as tobacco, 
alcoholic beverages, mobile telephone 
services, automotive fuel, and other 
hydrocarbons, energy and flavored drinks, 
fossil fuels, pesticides, etc. Rates vary 
depending on the type of product.

There is also a special tax on foods with high 
caloric content of 8% which includes snacks, 
ice cream, among others.

Elective and Obligatory Fiscal Judgment 
and ISSIF
One of the most accessible ways that fiscal 
authorities to verify the due fulfillment of 
the companies’ tax liabilities, is the review 
of the judgment of financial statements for 
tax purposes, issued by registered public 
accountants and who must disclose about 
possible tax offenses
 
Incurred by the companies. In the case 
of ISSIF, it is true that it is not judged by 
an accountant, it has enough information 
for the tax authorities can verify the 
due compliance of the companies’ tax 
obligations.

Companies resident in Mexico may 
choose to present the tax judgment 
to the authorities, provided that in the 
immediate previous exercise, have obtained 
accumulated income exceeding 122 million 
pesos, that the value of their assets is 
greater than $97 million pesos, updated, 
or that, at least 300 of their workers have 
provided services during each one of the 
months of the immediate previous exercise.

Companies resident in Mexico that obtained 
an accumulated income of or exceeding 
$1,650 million the immediate previous are 
required to present a fiscal judgment,
As well as those that at the close of the 
immediate previous tax exercise, have 
shares placed in a public held company, in 
the stock market.

Taxpayer’s Tax Status Information 
(ISSIF)
As part of the exercise's tax return, 
companies resident in Mexico must provide 
their Tax Status Information (ISSIF) when, 
among other assumptions, have achieved, 
during the last tax exercise, an accumulated 
income equal or exceeding $842 million 
pesos, updated; as well as those that, by 
the close of the previous tax exercise have 
shares placed in a public held company, in 
the stock market, and the taxpayers that are 
related parts of companies requires to be 
issued a legal opinion.

Companies that have opted to present a tax 
opinion of the ones required to do so are 
not required to submit the ISSIF.

Disclosure of Reportable Outlines
In accordance with the guidelines of the 
BEPS project’s Action 12 Final report, which 
requires
 
the taxpayers to disclose their aggressive 
tax planning, the Federation Tax Code (CFF) 
now includes a disclosure of reportable 
schemes scheme.

This scheme will provide information on 
issues that tax authorities have identified as 
risk areas while conducting their functions.
By being aware of them before their 
implementation, they can evaluate their 

viability and let the taxpayers and their 
tax advisors their criteria, looking for the 
greater legal certainty for them That is, 
to avoid being subject to an audit in later 
years, in most cases they will be informed 
beforehand of the authority's criteria and 
even apply the pertinent defense methods 
to contest said criteria, for the purpose of  a 
jurisdictional authority to intervene in the 
scheme's evaluation.

Basically, it consists in that both the 
companies and their tax advisors will be 
required to reveal 14 reportable schemes 
established in the CFF, that design, 
commercialize, organize, implement or 
manage the totality of these schemes, which 
generate present or future tax benefits, 
with the threshold of $100 million pesos 
in tax benefits to avoid the schemes to be 
disclosed to the tax authorities.

Taxes for individuals

Residency

An individual is a resident if he/she has a 
permanent home in Mexico. If they have 
homes in two countries, the key factor 
will be the location of their center of vital 
interests. Foreigners, in principle, are 
considered legal residents, subject to proof 
of permanent home and/or vital interests.

Fiscal Base and Rates

Resident persons, independently of their 
nationality, are subject to ISR on their 
worldwide income. Nonresident persons 
only pay tax on their income of Mexican 
origin.

Fiscal Revenue

Persons pay taxes on cash, kind or credit 
income, and in certain cases, services. 
Tax income includes the remuneration 
for personal services (salaries, bonuses, 
and special assignations such as housing) 
interests, corporate dividends paid as gross 
income, leasing incomes, etc.

Some states in the country (including Mexico 
City) levy different taxes on salaries and 
wages, generally paid by the employees.
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Personal Deductions
Some expenses that individuals have a right 
to deduct when estimating tax income for 
ISR purposes are the following:

 • Doctor and dental fees, professional 
services for Psychology and Nutrition as 
well as hospital expenses incurred by the 
taxpayer and his/her spouse.

 • Doctor and dental fees and hospital 
expenses that are incurred by a taxpayer 
with a disability.

 • Health insurance premiums and charity 
donations.

 • Payment of mortgage interests (with 
limitations).

 • Complementary retirement contributions.

 • The total amount for personal deductions 
(except complementary retirement 
contributions) are limited to 1) five times 
the Unit of Measured Maintained (UMA) 
or 2) 15% of the total income (taxable and 
nontaxable), whichever is lower. 

Rates

For individuals, ISR are progressive up 
to 35% and the employees retain the 
provisional tax payments on salary income.

Income from dividends is added to other 
tax incomes and levied at the appropriate 
progressive rate. An individual’s capital 
gains, arising from the sale of shares traded 
in the stock market, including operations of 
financial derivatives regarding said shares, 
these are subject to a 10% capital gains tax.

Nonresidents with temporal assignations 
and working at companies or branches 
based in Mexico are exempt of ISR for the 
first $125,900 in income for a 12-month 
period but have a 15% tax on incomes 
of $125,901 to a million pesos, and their 
income exceeding a million pesos are levied 
at 30% with no deductions allowed.

Regarding nonresidents on a temporary 
assignation paid by nonresident foreign 
companies, if the spend less than 183 (not 
necessarily consecutive) days in Mexico 
during a 12- month period, they are exempt 
from ISR, otherwise, the employee is subject 
to the tax. Paid taxes as nonresidents are 

considered final and there is no obligation 
for submitting an annual tax return.

Taxes on Digital Services
In Mexico, a recent tax reform was 
introduced with new rules regarding ISR 
and IVA for the suppliers of digital services 
via online platforms. Digital services are 
considered when these are supplied 
through apps or content in a digital format 
through the Internet or another network, 
fundamentally automated, requirement or 
not minimum human intervention, provided 
services are charged as a compensation.

IVA and ISR rules apply to the following 
individuals that undertake certain activities 
on digital platforms: (1) Natural persons 
resident in Mexico; (2) residents of Mexico
 
that supply digital services to recipients 
located in the national territory and operate 
as intermediaries in activities conducted by 
third persons affected by IVA; (3) residents 
abroad without a permanent establishment 
that provide digital services in Mexico to 
recipients located in the home territory.

ISR is paid through retentions to legal 
entities resident in Mexico or foreigners 
residents in Mexico with or without 
permanent establishment in the country, as 
well as foreign entities that provide, directly 
or indirectly, the use of the aforementioned 
technological platforms, software 
applications or similar to natural persons 
residents on Mexico, in the following way: 
(1) Passenger land transport services and 
goods delivery, 2.1%; (2) hospitality, 4%, (3) 
asset disposal and service provision, 1%, and 
in case natural persons do not supply their 
Federal Taxpayer Registry (RFC) retention 
will be 20%.

In the case of the IVA, foreign residents with 
no establishment in Mexico that provide 
digital services in Mexico to recipients 
located in the national territory must be 
registered in the Federal Taxpayer Registry, 
name a legal representative in Mexico, 
provide an address in the national territory 
and calculate the corresponding IVA, 
applying a 16% rate for effectively billed 
compensations, and make their payment 
to the tax authorities, except when they 

provide a service through third parties 
that operate as intermediaries in activities 
conducted by a third party, as long as they 
carry out the retention of 100% of the IVA.

Residents abroad without establishment in 
Mexico that provide intermediation services 
that operate as Intermediary in activities 
carried out by a third party affected by the 
payment of taxes, must retain for natural 
persons that dispose assets, provide 
services, or grant the use or temporary 
enjoyment of assets, 50% of the charged 
IVA, and in the event of natural persons 
who do not provide their Federal Taxpayer 
Registry, retention shall be of 100%.

Obligations in the matter of Transfer 
Pricing
In accordance with the LISR, Title II 
taxpayers that conduct obligations with 
related parts are obligated to obtain and 
keep the documentation that proves that 
the amount of their earnings and 
deductions was carried out according to 
the prices and compensations that the 
made use of by independent parties in 
comparable operations.

Submission of informative returns or 
fiscal judgment

A. Multiple Informative Declaration, 
(DIM) Appendix 9: 
According to what is established in 
Article 76, fraction X of the LISR, 
taxpayers that conducted 
operations with related parts 
resident abroad and in the national 
territory must present Appendix X 
of the DIM.

B. Taxpayer’s Tax Status Information 
(ISSIF): 
If the taxpayer is obligated to 
present the ISSIF, it must be 
considered that said declaration 
includes information on the 
operations conducted with the 
related parts.

C. Tax Judgment (Sipred): 
In case the taxpayer chooses to 
submit the Tax Judgment 
Presentation System (Sipred) 
according to what is established in 
Article 32-A of the CFF, he must 
include in the appendixes appointed 

Doing Business México  | Tax Matters



27

to this end, information about the 
operations conducted with related 
parts (including a detail of the 
manner in which each intercompany 
transaction was analyzed.

Not Required Taxpayer
Taxpayers exempt of fulfilling this obligation 
are:
01. Those that conduct business activities 

whose earnings in the previous exercise 
did not exceed $13000,000.00.

02. The taxpayers whose income derived from 
the provision of professional services did 
not exceed in this exercise $3000,000.00.

Taxpayers who, without exceeding the 
earning of the previous points, presumably 
conduct operations with companies or 
entities subject to preferential tax systems 
are obligated (article 179, penultimate 
paragraph, LISR).
They must prove that their operations are 
settled at market value.

Review Faculties
The review faculties in the matter of 
Transfer pricing, are established in article 
46, fraction IV (Transfer Pricing Review), of 
the Federation Tax Code (CFF). If the 
taxpayer does not have the Transfer Pricing 
study, he/she can be liable to infractions 
and fines for the noncompliance with this 
obligation.

BEPS Informative Declarations
With the adoption of the BEPS, the 
obligations of submitting three annual 
informative declarations were imposed, 
applicable, among others, to those 
taxpayers with earnings of approximately 
$840 million pesos or more in the previous 
exercise.

In particular, these declarations attempt to 
incorporate to the Mexican legislation the 
effects of the Guidance on Transfer Pricing 
Documentation and Country-by-Country 
Reporting (CbC) and the Country-by- 
Country Implementation Package (CbC-IP), 
issued by the OECD on September 2014 
and June 2015, respectively.

This last declaration is only applicable to 
certain taxpayers. For multinational 
Mexican groups, included as requirements, 
among others, that the taxpayer has 

consolidated earnings of $12 million pesos 
(€750 million euros). The above makes it so 
that, in practice, it is only a very reduced 
number of local taxpayers that are subject 
to the Country-by-Country Declaration.

The declarations are:

01. Expert informative declaration of 
related parts of the multinational 
business group (Master declaration). 
Includes information on the 
multinational group as a whole, with 
activities, intangibles, and financial and 
tax position.

02. Local informative declarations of the 
related parts (Local Declaration) 
Centered around the local taxpayer in 
regard to its activities, financial 
information and comparable 
operations.

03. Country-by-Country informative 
declaration of the multinational 
business group (Country-by-Country 
Declaration). Only applicable to certain 
taxpayers, as it includes detailed 
information per jurisdiction of the 
entities conforming the group, 
permanent establishments, activities 
per entity, income distribution, and tax 
payments.

The presentation date of the three 
aforementioned declarations for the 2022 
fiscal exercise will be the 15 of May of 2023.
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First Steps - 
(Soft Landing in 
Mexico)
Next, we will provide a small compilation of the most 
relevant steps for a company
that wish to invest in the country must consider, 
initially:
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Legal

 • Legal and Corporate Analysis if the investment

 • Establishment of the new company.

 • Drafting of the powers granted abroad for the representation of the companies in the articles of 
incorporation of the new company in Mexico. 

 • Corporate Name permission by the Secretary of Economy.

 • Drafting of the Social Status of the new Mexican Society. 

Tax

 • Analysis of the operative model transactions, to define its tax implications in Mexico and/or abroad.

 • Application of the corporate taxes of the transactions, including retention rates in Mexico.

 • Analysis of fundamental tax matters, to comply with the deductibility requirements of national and/or 
foreign payments.

Accounting, 
payroll, and 
tax compliance

 • Elaborate of accounting records and monthly financial statements, in Mexican accounting norms, in 
pesos and in Spanish, according to the corresponding regulation.

 • Elaborate, monthly, corporate tax returns (ISR, IVA, and retained taxes).

 • Present, monthly, in accordance with the tax rules in force, electronic files that contain data of their 
Mexican accounting.

 • Design the electronic invoicing procedures and its authorization by the authorities.

 • At the moment of hiring the first employee, the employee registrations must be obtained, official payroll 
elaborated, in accordance with local rules and monthly submit the labor tax declarations.

Ex- pat 
Employees

 • Determination of tax residency, considering local legislation, as well as treaties to avoid income tax 
double taxation.

 • Analysis of the ex-pat's investments in Mexico and abroad to determining the corresponding tax 
treatment.
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