Income tax payment basis
Foreigners working in Mexico can either be considered as
resident or nonresident for tax purposes depending on whether
they have established their home in the country or not.
Accordingly, individuals with home in Mexico are considered to
be resident for tax purposes and must pay tax on all the
income they receive, regardless of its origin.
Foreigners considered as nonresidents are subject to pay taxes
on income derived from a source of wealth located in Mexico.
Different types of income
Salary income
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Foreigners resident in Mexico must pay tax on all the salary,
including equity compensation income they receive during their
period of residence in Mexico, regardless of its origin or where
it is paid.
Foreigners considered as nonresidents need only pay tax on
amounts received from a source of wealth located in Mexico,
which is normally determined according to the number of days
worked in the country. However, it is necessary to study each
specific case to determine taxable income in Mexico.
Income from the lease of real property
Income obtained by foreigners resident in Mexico from leasing
their property located in Mexico or abroad is taxable in Mexico.
The taxable amount is the income less the authorized
deductions.
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Income from sales and goods

Personal Deductions

Annual tax return

Any sale of goods is taxable in Mexico. The sale of shares and other
assets is calculated by subtracting the original cost of the restated
asset from the sales amount. The resulting gain is then taxed by
applying a mechanism established in the Mexican Tax Law.

The taxable income used for tax payment purposes is determined
by adding the income types described above. However, this basis
can be reduced by applying the following deductions:

All Mexican residents must file an annual tax return no later than
April 30 of the following year in which income was obtained.

While the sale of residential housing can be considered as
tax-exempt, taxpayers must nonetheless fulfill certain
requirements to ensure exemption.
Interest income
Any interest income obtained during the year from a bank
located in Mexico or abroad is taxable.
Gain on the sale of shares through Mexican stock market
Tax residents in Mexico are subject to tax on the gain related to
sales of the shares of Mexican and foreign entities carried out
through Mexican Stock Exchange or Mexican Derivatives Markets.
The tax is 10% on the gain. The individuals must determine the
tax payable and must be reported and filed along with the annual
income tax return.

• Medical, dentistry and other hospital expenses.
• Donations to authorized institutions.
• Funeral expenses.
• Children's school transportation provided it is mandatory.
• The payment of medical expense insurance premiums.
• Mortgage interest payments (each specific case would
have to be analyzed).
• Contributions to personal pension funds (according to
Mexican laws).
• Local taxes on revenues from salaries (this is not
a common deduction).
• School fees attending to certain rules established.
These expenses are tax deductible, fulfilling some requirements,
such as: they should be paid by credit or debit card, electronic
receipt indicating the name and Tax ID of the taxpayer, etc.
The total personal deductions amounts for the years is limited,
therefore it may not exceed the lesser of the following:

Dividends
• 4 times the annual minimum wage, or
Income derived from dividends is taxable in Mexico, regardless
of its origin up to 35%
As from 2014, there is an additional 10% tax on dividends
received from Mexican and foreign corporations. This tax should
be withheld by the Mexican companies distributing the dividends,
if the dividend is paid by a foreign entity, the individual must
submit the tax through a monthly tax payment. This is considered
a final tax.

• 10% of the taxpayer total gross income.

The untimely filing of this annual tax return can result in
restatement, surcharges and fines if tax is payable at yearend.
Mexican tax laws do not allow any extension of the deadline
established for filing the annual tax return.
This tax return must indicate the total amount of loans,
donations and prizes obtained by the taxpayer during fiscal
year, provided they jointly or severally exceed the amount of
$600,000 pesos. If the tax authorities conduct a review, the
failure to adequately report these amounts could result in their
consideration as taxable income.
Taxpayers must obtain an electronic code (Contraseña) or an
Electronic Signature (FIEL) in order to file the annual tax return
through internet.
Crediting taxes paid abroad
To prevent double taxation, Mexican tax laws establish a specific
scheme whereby taxpayers of Mexican income tax are entitled to
credit the tax paid in another country, as long as the latter
involves income on which tax is payable in Mexico.
Obligations for individuals considered tax residents in
Mexico
Foreigners resident in Mexico must fulfill with the following
obligations once the Mexican work permit is ready:
• Obtain a Mexican tax identification number within 30
days after entering Mexico.
• Obtain an electronic signature (FIEL and Contraseña)
validated by the tax authorities.
• File a notification of change of tax residence once the
assignment in Mexico has concluded and the individual
leave the country definitively.

