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Chamber of Deputies Moves 2010 Tax
Bill on to Senate

Mexico’s Chamber of Deputies (lower house of the
parliament) on October 21 voted on the 2010 tax bill
proposed by President Felipe Calderon.

Following is a general description of the most rel-
evant proposals for nonresidents investing in Mexico,
as well as the Chamber of Deputies’ votes on those
measures.

The proposals are still subject to discussion and ap-
proval by the Senate and thus, the tax bill might be
modified. However, it is important to bear in mind that
the amendments rejected by the Chamber of Deputies
will no longer be discussed by the Senate, and that the
amendments approved will likely be in force as of
January 1, 2010.

2010 Tax Bill

In September, Calderon filed before the Mexican
Congress a tax bill that, among other minor changes,
proposes increases to various tax rates, including a
temporary increase in the top personal income tax rate
to 30 percent (from the existing 28 percent) and in-
creases in most of the existing excise taxes.

The tax bill also proposes to limit the tax deferral
benefit resulting from the tax consolidation regime to
five years. (Currently, it is possible to defer taxes re-
lated to net operating losses for up to 10 years and
some other taxes can be deferred indefinitely if the
group continues to consolidate for tax purposes.) Tran-
sitional provisions would require taxpayers to start pay-
ing in 2010 deferred taxes from years before 2005.

Since it has been politically impossible to establish a
more comprehensive basis for VAT, Calderon also pro-
posed a new tax for the ‘‘fight against poverty,’’ which
in short is a 2 percent VAT with very limited excep-
tions. (Food and medicine, the sources of disagreement
in previous VAT discussions during the past few years,
are not among those exceptions.) The antipoverty tax
would finance social welfare programs for Mexico’s
poorest.

Calderon also proposed a new 4 percent excise tax
on telecommunications services, covering telephones,
cellular phones, Internet, cable, and any other telecom-
munications service provided through a public net-
work.

Chamber of Deputies’ Vote

Tax Rates and Fee Increases
A temporary increase in the top individual income

tax rate and an increase in the fixed corporate tax rate
were approved. A maximum income tax rate of 30 per-
cent should apply from 2010 to 2012. The maximum
rate would be reduced to 29 percent for 2013 and to 28
percent starting in 2014.

New excise taxes and increases to existing excise
taxes were approved as follows: an increase from the
existing 50 percent to 53 percent on each liter of alco-
holic beverages with more than 20 grams of alcohol
per liter; an additional fee of MXN 0.10 on each ciga-
rette; a transitional rate increase from the existing 25
percent to 26.5 percent on beer; and an increase from
the existing 20 percent to 30 percent on prizes from
gaming, including bets and raffles.

New Tax for the Fight Against Poverty
The Chamber of Deputies rejected Calderon’s pro-

posal to introduce a new 2 percent tax similar to the
VAT (but with a more comprehensive basis), citing the
same political reasons that over the past few years have
exempted food and medicine from the general VAT.

Instead, the Chamber of Deputies proposed a 1 per-
centage point increase in the general VAT rate (to 16
percent), as well as to the rate applicable at the border,
which would increase from 10 percent to 11 percent.

Tax Consolidation
Although the tax consolidation regime is preserved

— including the tax-free dividend flow and the benefits
of offsetting NOLs of subsidiaries at the level of the
holding company — the Chamber of Deputies ap-
proved the proposal to limit the tax deferral benefit
resulting from the consolidation to five years. That
means that any taxes deferred by the holding compa-
nies would have to be paid in the sixth year following
the year in which the deferral effect was determined.
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The deferred taxes would be paid in installments: 40
percent the first year and the remaining 60 percent over
a period of four years (at 15 percent per year) after
such year. Additional obligations regarding record
keeping of the deferred tax and other concepts would
be imposed.

The same idea would apply to tax amounts deferred
before 2010 (with the exception of NOLs and divi-
dends paid before 1999), so taxpayers would have to
pay the first installment of the deferred tax determined
as of December 31, 2004, during June 2010, following
a set of transitional provisions designed to prevent
double taxation. The approval of the transitory provi-

sions certainly will face a big discussion in the Senate,
since the provisions clearly affect the cash flow of
many multinationals doing business in Mexico, as well
as those of the largest Mexican companies.

Telecommunications Excise Tax
The Chamber of Deputies approved the proposed

new excise tax on telecommunication services at a rate
of 3 percent, rather than the 4 percent proposed by
Calderon. ◆

♦ Oscar Lopez-Velarde and Enrique Perez-Grovas, associates,
Chevez, Ruiz, Zamarripa y Cia., S.C., Mexico City
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