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New Amendment Protocol to update the Tax Treaty
between Mexico and Belgium
On 26 August 2013, the Mexican
Senate approved the Protocol
amending the Tax Treaty signed
between Mexico and Belgium to
avoid double taxation and prevent
tax evasion for purposes of income
tax (“Amendment Protocol”).
By the same token, the Parliament
of Belgium approved the
Amendment Protocol on 10
November 2016, and is subject to
the final approval of the King, for its
subsequent publication in the
Official Gazette and enactment in
this country.

The most relevant amendments to
the Treaty and Protocol are outlined
below:
Taxes covered
The Business Flat Tax is included as
a tax covered, and it is noted that it
was repealed by Presidential
Executive Order on 6 December
2013.
General definitions
It is clarified that those terms not
defined for the application of the
Treaty will be given the meaning
attributed to them at that time by
the Federal Law of the State in
which it is applied, taking

preference over the meaning given
in other local laws.
Permanent establishment
The definition contained in this
article is widen in the following
cases:
a) The provision of services
through employees or other
personnel, when such activities
continue for a period or periods
which together exceed 183 days
in any 12-month period, without
limiting it to one fiscal year.
b) In the case of individuals, the
provision of services when their
presence is for a period or
periods which together exceed
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183 days within any 12-month
period, without limiting it to one
fiscal year.

Interests
•

Dividends
•

•

The withholding rate is modified
from 5% (applicable when the
recipient of the dividends held at
least 25% of the equity of the
company paying them) and 15%
(applicable in all other cases), to
a general rate of 10%.
An exception to the 10% tax is
included in the following cases:
a) A company which is resident
in the other Contracting
State and holds for an
uninterrupted period of at
least 12 months, shares
representing directly at least
10% of the equity of the
company paying the
dividends.
b) A pension fund which is
resident in the other
Contracting State, provided
that the shares or other
rights in relation to which
such dividends are paid, are
held to administer pension
schemes or provide
retirement benefits, or
receive income on behalf of
one or more persons
intended to administer
pension schemes or provide
retirement benefits.

•

The withholding rate is modified
from 15% (general rate) and
10% (for banks) to a rate of 5%
for interests paid to banks and
insurance companies, as well as
bonds and securities in a
recognized stock market, and
10% in all other cases.

•

Capital gains
•

The tax on gains derived from
the sale of shares that forms
part of a participation of more
than 25% in a company resident
in one Contracting State is
eliminated. Instead, a tax of
10% is established on taxable
profits, regardless of the
ownership.

•

A tax is established on the gains
of a resident from one
Contracting State derived from
the sale of shares in which more
than 50% of their value comes
directly or indirectly from real
estate located in the other
Contracting State.

•

An exemption is established for
corporate reorganizations
subject to certain requirements,
such as exchange of shares and
that the States have entered
into a broad information
exchange agreement.

In the case of interests not
subject to taxation in the
Contracting State from which it
comes, the following are added:
a) The beneficial owner of the
interests is a pension fund
resident in the other
Contracting State, provided
that the purpose is to
administer pension schemes
or provide retirement
benefits, or receive income
on behalf of one or more
persons intended to
administer pension schemes
or provide retirement
benefits.
b) The beneficial owner is a
Contracting State, a political
subdivision or a public entity
thereof.
c) The interests come from
Mexico and are paid in
relation to a loan granted by
Belgium, by one of its
subdivisions, by the
Delcredere National Agency
within the framework of
export promotion.
d) The interests come from
Belgium and are paid in
relation a loan granted by
NAFINSA, Financiera Rural,
Bancomext and Banobras.

The short definition of interests
is replaced by a long definition,
subject to the same tax
treatment for income which the
tax law of the State from which
the interests come, treats as
yields on loans granted.
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