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Rules issued for tax offsets and incentives for taxpayers
in northern border region
Mexico’s Tax Administration Service (SAT) 
issued regulations (in the Omnibus Tax Bill) 
on 7 January 2019 that clarify the measures 
in decrees released on 28 and 31 December 
2018. The two decrees eliminate the ability to 
offset different taxes against each other and 
introduce new incentives for taxpayers located 
in 43 municipalities along the northern border, 
respectively. The clarifying regulations generally 
apply as from 1 January 2019.

Tax credit offsets 
The decree that implements the Federal 
Revenue Law for 2019, which was published 
on 28 December 2018, includes measures that 
eliminate the ability of taxpayers to offset federal 
taxes against each other. Under the decree, an 

overpaid (credit) federal tax balance may be used 
only to offset a tax debt of the same tax type as 
from 1 January 2019.

However, the Omnibus Tax Bill clarifies that 
taxpayers that have filed a federal tax return 
that reflects a credit balance as of 31 December 
2018, for which no refund has been requested, 
may elect to offset the balance against other 
federal taxes owed by the taxpayer, including 
ancillary government charges, provided the taxes 
or charges i) are not taxes imposed on imports; 
ii) are administered by the SAT; and iii) are not 
allocated to a specific purpose/line item within 
the federal budget.

For purposes of the offset, the credit balance 

is adjusted for inflation beginning from the 
month the overpayment was made or the return 
reflecting the credit balance was filed and ending 
with the month the tax is offset. To receive the 
offset, a taxpayer must electronically file a notice 
with the SAT that contains certain information.

Norther border region tax incentives 
A presidential decree published in Mexico’s 
government gazette on 31 December 2018 grants 
a temporary income tax credit and reduced 
value added tax (VAT) rate to certain taxpayers 
on income derived in 43 municipalities along 
Mexico’s northern border with the US, provided 
they fulfill certain requirements. The decree 
applies for a two-year period from 1 January 2019 
through 31 December 2020.



Tax and Legal Services 
Tax Alert 2/2019 | January 7th, 2019

3

Income tax credit 
Qualifying taxpayers that derive income 
“exclusively” in the northern border region may 
claim a tax credit of up to one-third of their 
income tax liability. To claim the credit, a taxpayer 
must, among other requirements, request and 
obtain authorization from the SAT to enroll in the 
“registry of beneficiaries of the northern border 
region tax incentive” and actually enroll in the 
registry.

The Omnibus Tax Bill provides the following rules 
and procedures for qualifying for and claiming the 
income tax credit:

Requesting authorization to enroll in 
registry 
Individuals or corporations that wish to enroll in 
the registry must request authorization from the 
SAT by filing a notice through the SAT’s website, 
using the instructions in filing procedure 1/
DEC-10 (notice for registration in the registry of 

beneficiaries of the northern border region tax 
incentive), which is contained in Annex 1-A of the 
Omnibus Tax Bill.

To obtain authorization, taxpayers (or their legal 
representatives) must declare under oath that 
they meet all the requirements established in the 
2018 presidential decree. If the SAT determines 
that a taxpayer does not meet one or more 
requirements, the registration will be denied, 
and the taxpayer will be notified of the reason. 
Taxpayers whose registration has been rejected 
but that subsequently meet the requirements 
can refile the notice, provided they do so within 
the time limit established in the decree (i.e. 31 
March of the year for which the credit is claimed). 
Taxpayers may appeal a rejection by following 
the instructions under filing procedure 3/DEC-10 
(explanation to nullify the reason for a rejection 
of the notice of registration in the registry of 
beneficiaries of the northern border region tax 
incentive). 

The Omnibus Tax Bill also establishes filing 
procedure 2/DEC-10 (notice for cancellation from 
the registry of beneficiaries), which includes 
guidance for taxpayers wishing to be removed 
from the registry.

Taxpayers wishing to remain in the registry for the 
next fiscal year must renew their authorization by 
filing a renewal application with the SAT no later 
than the date on which the annual tax return is 
filed for the year immediately preceding the year 
for which the renewal is requested. The request 
for renewal of the authorization should be filed 
using filing procedure 1/DEC-10.

Real-time verification program  
To remain enrolled in the registry, taxpayers must 
participate in the real-time verification program, 
which requires taxpayers to file semiannually 
with the SAT the information and documentation 
indicated in filing procedure 6/DEC-10 (report on 
the real-time verification program for taxpayers 
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from the northern border region), and fulfill other 
requirements and procedures.

Income obtained “exclusively” in northern 
border region 
A taxpayer will be deemed to derive income 
exclusively in the northern border region where 
the taxpayer’s income from the performance 
of activities in the region represents at least 
90% of the taxpayer’s total income during the 
immediately preceding fiscal year. Qualifying 
border region income does not include income 
derived from intangible goods or digital 
commerce.

Taxpayers that commence activities in the 
northern border region must estimate that they 
will obtain at least 90% of their total income for 
the year from border region activities.

Loss of right to claim credit 
A taxpayer will lose the right to claim the income 

tax credit with respect to income for any tax 
period for which the taxpayer does not apply the 
credit in the applicable monthly estimated tax 
return, and the amount of any credit lost may 
not be claimed in the subsequent estimated tax 
returns or the annual return for the same fiscal 
year.

Substantiation of northern border region 
income 
Taxpayers may substantiate that their income 
in the northern border region for the year 
represents at least 90% of their total annual 
income by certifying in writing and under 
oath that the 90% threshold was met in the 
immediately preceding year and providing the 
amount of preceding year income obtained in 
the northern border region and the amount 
obtained outside the region. The income must 
be separated by branch, agency or other 
establishment, and the total amount must match 
the amount reported on the taxpayer’s balance 

sheet as of 31 December of the relevant year.

Documentation for the certification must be 
retained as part of the taxpayer’s electronic 
accounting procedures.

Taxpayers also must indicate in their estimated 
and annual tax returns the amount of income 
obtained in the northern border region. If 
the amount indicated in the returns does not 
represent at least 90% of the taxpayer’s total 
income, the taxpayer must file amended returns 
for the year that do not reflect the credit.

Substantiation of new/used assets 
In certain cases, taxpayers that begin operating 
in the northern border region during the tax year 
must certify that they use “new” fixed assets (or 
“used” assets that have not been acquired from 
a related party) to perform their border region 
activities. To substantiate new assets, taxpayers 
must maintain all of the following documentation:
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• Electronic invoices (CFDI), which must not be 
more than two years old as of the filing date of 
the notice requesting authorization from the SAT 
to enroll in the registry;  

• Bank account statements indicating the relevant 
payments; and

• Relevant accounting entries.

Used assets should be documented with a 
printed invoice or CFDI from the supplier that 
supports their acquisition of the new asset, as 
well as the CFDI for the used asset’s sale from the 
supplier to the taxpayer. A letter signed by the 
taxpayer or its legal representative also must be 
obtained, which certifies under oath the tax ID 
number of each related party and that the used 
asset has not been sold more than once.

Reduced VAT rate 
The decree establishes a reduced VAT rate for 
qualifying taxpayers that engage in activities 

relating to the sale of goods, the provision 
of independent services or the granting of 
the temporary use or enjoyment of goods in 
premises or establishments located in the 
northern border region. Such taxpayers are 
granted a 50% reduction in the 16% standard VAT 
rate, thus allowing these activities to be taxed at a 
rate of 8%.

Notice to apply VAT incentive 
Individuals or corporations that apply the VAT 
incentive must file a notice with the SAT in 
accordance with filing procedure 4/DEC-10 (notice 
to apply the VAT incentive in the northern border 
region).

Although the decree set a deadline of 31 January 
2019 (30 days from the decree’s enactment date) 
for filing the notice, a transition provision in the 
Omnibus Tax Bill provides that the notice may be 
filed at the latest by 7 February 2019.  

Taxpayers that elect to discontinue applying the 
VAT incentive must file a notice in accordance 
with filing procedure 5/DEC-10 (notice to cancel 
the VAT incentive in the northern border region).

Application date 
Taxpayers may apply the reduced VAT rate 
beginning 1 January 2019, provided they obtain 
the return receipt described in filing procedure 4/
DEC-10 as proof that the notice was timely filed.

Electronic invoices (CFDI) 
Taxpayers entitled to apply the reduced VAT rate 
should use the following procedures for purposes 
of issuing CFDI for northern border region 
transactions:

• To elect the reduced rate in the CFDI system, 
the taxpayer should choose the option identified 
as “IVA Crédito aplicado del 50%” in the rate field.

• The taxpayer may apply the reduced rate in 
the system once 72 hours have passed from the 
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taxpayer’s filing of the notice to apply the VAT 
incentive, by choosing the same option.

• The CFDI certification suppliers (the parties 
authorized by the SAT to issue CFDI) will confirm 
that taxpayers who issued CFDI using the option 
“IVA Crédito aplicado del 50%” have properly filed 
the required notice.

• For purposes of including a VAT withholding rate 
on CFDI, the system will apply the rate after the 
50% credit.

CFDI Deferral 
A transition rule in the Omnibus Tax Bill provides 
the following:

• Taxpayers that are entitled to benefit from 
the reduced rate may defer issuing CFDI for the 
period 1 January through 30 April 2019. Taxpayers 
may apply the reduced rate for this period 
provided the deferred CFDI are issued by 1 May 
2019.

• Taxpayers that fail to issue CFDI by 1 May 
2019 will lose the right to defer CFDI, and will be 
considered noncompliant.

• Taxpayers that obtain goods or services from 
1 January through 30 April 2019 from suppliers 
that have applied the VAT incentive and deferred 
issuing CFDI may obtain the deferred CFDI from 
the supplier upon request by 1 May 2019 for 
deduction and VAT credit purposes.
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http://appworld.blackberry.com/webstore/content/59951186/?countrycode=US&lang=en


Aguascalientes
Universidad 1001, piso 12-1
Bosques del Prado
20127  Aguascalientes, Ags.
Tel: +52 (449) 910 8600
Fax: +52 (449) 910 8601

Cancún
Avenida Bonampak SM 6, M 1, lote 1,
piso 10, 77500 Cancún, Q. Roo 
Tel: +52 (998) 872 9230
Fax: +52 (998) 892 3677

Chihuahua
Av. Valle Escondido 5500
Fracc. Des. El Saucito E-2, piso 1,
31125  Chihuahua, Chih.
Tel: +52 (614) 180 1100
Fax: +52 (614) 180 1110

Ciudad Juárez
Baudelio Pelayo No. 8450
Parque Industrial Antonio J. Bermúdez 
32400 Ciudad Juárez, Chih.
Tel: +52 (656) 688 6500
Fax: +52 (656) 688 6536

Culiacán
Insurgentes 847 Sur, Local 103
Colonia Centro Sinaloa
80128 Culiacán, Sin.
Tel: +52 (33) 1454 2000

Guadalajara
Avenida López Mateos Norte 2405, piso 29
Colonia Italia Providencia
44648 Guadalajara, Jal.
Tel: +52 (33) 3669 0404
Fax: +52 (33) 3669 0469

Hermosillo
Blvd. Eusebio Francisco Kino No. 315
Piso 8, Suite 804, Colonia Lomas del Pitic
83010 Hermosillo, Son.
Tel: +52 (662) 109 1400
Fax: +52 (662) 109 1414

León
Paseo de los Insurgentes 303, piso 1
Colonia Los Paraísos
37320  León, Gto.
Tel: +52 (477) 214 1400
Fax: +52 (477) 214 1405 y 1407

Mérida
Calle 56 B 485 Prol. Montejo Piso 2
Colonia Itzimna
97100  Mérida, Yuc.
Tel: +52 (999) 913 4032
Fax: +52 (999) 913 4052

Mexicali
Calzada Francisco López Montejano 1342
Piso 7 Torre Sur
Fracc. Esteban Cantú
21320  Mexicali, B.C.
Tel: +52 (686) 905 5200
Fax: +52 (686) 905 5231 y 5232

Ciudad de México
Paseo de la Reforma 505, piso 28
Colonia Cuauhtémoc
06500  México, D.F.
Tel: +52 (55) 5080 6000

Monclova
Blvd. Ejército Nacional 505
Colonia Los Pinos
25720 Monclova, Coah.
Tel: +52 (866) 190 9550
Fax: +52 (866) 190 9553



Monterrey
Av. Juárez 1102, piso 40
Centro
64000 Monterrey, N.L.
Tel: +52 (81) 8133 7300

Monterrey - La Rioja
Carr. Nacional 85, 5000, local S-6
Colonia La Rioja
64988, Monterrey, N.L.
Tel. +52 (81) 8155 5757
Fax: +52 (81) 8155 5758

Puebla
Edificio Deloitte, Vía Atlixcayotl 5506, piso 5 Zona 
Angelópolis
72190  Puebla, Pue.
Tel: +52 (222) 303 1000
Fax: +52 (222) 303 1001

Querétaro
Avenida Tecnológico 100-901
Colonia San Ángel
76030  Querétaro, Qro.
Tel: +52 (442) 238 2900
Fax: +52 (442) 238 2975 y 2968

Reynosa
Carr. Monterrey-Reynosa 210-B, PA 
Fracc. Portal San Miguel
88730  Reynosa, Tamps.
Tel: + 52 (899) 921 2460
Fax: +52 (899) 921 2462

San Luis Potosí
Av. Salvador Nava Martínez 3125, 3-A
Fracc. Colinas del Parque
78294 San Luis Potosí, S.L.P.
Tel: +52 (444) 102 5300
Fax: +52 (444) 102 5301

Tijuana
Misión de San Javier 10643, Piso 8
Zona Urbana Río Tijuana.
Tijuana B.C., 22010
Tel: +52 (664) 622 7878
Fax: +52 (664) 681 7813

Torreón
Independencia 1819-B Oriente
Colonia San Isidro
27100  Torreón, Coah.
Tel: +52 (871) 747 4400
Fax: +52 (871) 747 4409
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