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§14.01 TRANSFER PRICING IN MEXICO 

 
Recent efforts of the Organization for Economic Cooperation and Development (‘OECD’)1 

members in the tax area is to prevent that multinational enterprises (‘MNEs’) develop tax 

strategies to shift profits artificially to other tax jurisdictions, which derives in the importance of 

transfer pricing provisions. 
 

For developing countries, such as Mexico, the total amount of taxes collected by the Tax 

Authorities is highly dependent on corporate taxes, thus transfer pricing is a very important and 

sensitive issue. 
 

In general, Mexico adopted transfer pricing rules in the tax regime of 1994, which were 

focused on maquila companies or contract manufacturers, establishing the rules to avoid 

constituting a permanent establishment in Mexico for foreign companies. 
 

Since the signing of the North American Free Trade Agreement (‘NAFTA’) between the 

United States of America, Mexico and Canada, MNEs established companies in Mexico and 

increased the transactions with foreign based related parties, thus, adjustments to the legislation 

were required in order to provide with transfer pricing provisions in addition to the maquila 

industry. 
 

Since year 1997, transfer pricing provisions are included in the Mexican Income Tax Law 

(‘MITL’) and in the Federal Fiscal Code, establishing the foundations of the transfer pricing 

provisions as we know them nowadays, recognizing the Transfer Pricing Guidelines for 

Multinational Enterprises and Tax Administrations (‘OECD Guidelines’). 
 
 
 
 
 
 
 
 
 
 
 
 

* The authors would like to thank Luis Fernando Villalobos for his contribution to this chapter. Luis 
 

Fernando Villalobos is a transfer pricing senior consultant at Chevez Ruiz Zamarripa y Cia., S.C. 
 

1 Mexico became a member of the OECD in year 1994. 



 

§14.02 BASE EROSION PROFITS SHIFTING 
 

 
During fiscal year 2013, the OECD issued the BEPS Action Plan, by which such organization, 

among other proposals, required the development of rules regarding transfer pricing 

documentation to enhance transparency for tax administration, taking into consideration the 

compliance costs for business. The purpose of such rules was that the MNEs provide all relevant 

governments with needed information on their global allocation of the income, economic activity 

and taxes paid among countries according to a common template. 
 

During fiscal year 2015, the OECD issued the 2015 Final Report of the Transfer Pricing 

Documentation and Country-by-Country Reporting, by which such organization issued standards 

for transfer pricing documentation and a template for Country-by-Country Reporting of income, 

taxes paid and certain measures of economic activity. 
 

Derived from the abovementioned, for year 2016, the MITL was amended to include a new 

transfer pricing provision for Mexican taxpayers which in general would oblige them to file 

before the tax authorities with additional information regarding related party transactions through 

informative tax returns. 
 

According with the explanatory statement issued by the Mexican Executive Branch, with this 

new transfer pricing provision the Mexican tax authorities will get more resources for their risk 

assessment regarding related party transactions carried out within MNEs. 
 

The new transfer pricing obligation is based on the BEPS Action Plan issued by the OECD, 

specifically Action 13, regarding transfer pricing documentation which considers a three-tiered 

structure consisting of a Master File, Local File and Country by Country Report. In this regard, 

the new transfer pricing obligation included in the MITL is further explained, as established in 

Article 76-A of the MITL. 
 

§14.03 MEXICAN TRANSFER PRICING LEGISLATION 
 
 
[A] Legislation Framework 

 
The definition of ‘related party’ in the MITL is very broad, which in the case of entities, is that 

two or more persons are considered to be related parties when one of them participates, directly 

or indirectly in the administration, control or equity of the other; or when a person or group of 

persons participates, directly or indirectly in the administration, control or equity of said entities, 



 

without establishing any kind of threshold to establish a limit for considering related party 

transactions. 
 

This definition applies to Mexican resident legal entities, non-residents’ permanent 
 

establishments in Mexico and non-residents with taxable sources of wealth in Mexico. 
 

Since this definition is very broad, there are an extensive number of possibilities for 

transactions to be treated as controlled transactions, and the application of the arm’s-length 

principle may require the collection and analysis of information that may be very complex, or that 

may just not be available at all. 
 

Taxpayers have the burden of proof regarding transactions carried out with related parties, thus 

they are obliged to procure and obtain evidentiary documentation that demonstrate that the 

income obtained and the deductions applied were in alignment with the ones of independent 

parties in comparable transactions. 
 

Currently, Article 76, section XII of the MITL states that taxpayers, which undertake 

transactions with related parties, are required for the purposes of said law, to determine their 

income and deductions taking into account the prices that would have been used in comparable 

transactions with or between independent parties. 
 

In addition, Article 76, section IX of the MITL requires the procurement and conservancy of 

evidentiary documentation, in the cases of taxpayers that undertake transactions with non-resident 

related parties. Furthermore, these taxpayers will have to demonstrate that the income obtained 

and the deductions applied were in alignment with the ones of independent parties in comparable 

transactions. 
 

Article 180 of the MITL establishes that for the purposes of the provisions the following 

methods should be used: 

 
(1) Comparable uncontrolled price method (‘CUP’) 

 
 

(2) Resale price method (‘RPM’) 

(3) Cost plus method (‘CPLM’) 

(4) Profit split method (‘PSM’) 

(5) Residual profit split method (‘RPSM’) 



 

(6) Transactional net margin method (‘TNMM’) 
 
 

According to the provisions of the MITL, the CUP must be chosen as the first alternative when 

analyzing related party transactions. If the CUP is not applicable, any other method may be 

applied on the following basis: 

 
(a) Demonstrate that the CUP is not applicable in order to analyze the related party 

transaction, according to the OECD Guidelines. 

 
(b) Demonstrate that the method applied is the most appropriate method to analyze 

the related party transaction in accordance with the available information and the 

OECD Guidelines, giving preference to the RPM and CPLM. 

 
Additionally, these provisions included in the MITL, establish that in case of applying the 

RPM, CPLM or TNMM, both the selling price and the costs associated with such transaction 

should be established under the arm’s-length standard. It would be necessary to prove that the 

method applied is the best method or the most reliable based on the available information giving 

preference to the RPM and CPLM. 
 

It is important to mention that according to the Mexican transfer pricing provisions, a separate 

analysis has to be performed for each type of transaction carried out by the taxpayer. In general, 

in Mexico a comparable profits method is not accepted as a valid method for tax purposes. 
 

It should be noted that Article 179 of the MITL establishes that for the interpretation of the 

provisions referring to transfer pricing issues, the OECD Guidelines will be applicable. In case 

the aforementioned guidelines are modified, they could be employed, as long as they continue to 

be congruent with the provisions of the aforementioned law and the tax treaties celebrated with 

Mexico. 
 

For fiscal year 2016, Article 76-A was incorporated into the MITL, whereby it establishes that 

obliged taxpayers shall provide the Mexican tax authorities with additional informative tax 

returns no later than December 31st of the year immediately succeeding the fiscal year at issue. 



 

This new transfer pricing provision establishes that for fiscal year 2016, obliged taxpayers are 

the large taxpayers2, as well as those who at the end of the preceding fiscal year have shares 

exchanged in the stock market, companies who apply for the optional tax regime for corporate 

groups, State companies of the Federal Public Administration and foreign residents with 

permanent establishment in Mexico who carried out transactions with related parties. 
 

The additional informative tax returns to be filed before the Mexican tax authorities are the 

following: 

 
I. Master informative return of related parties from the multinational business 

group, which must include the following information regarding the multinational 

business group: 

 
a) Organizational structure. 

 
b) Description of the activity, intangible, financial activities with related 

parties. 
 

c) Financial and tax position. 
 
 

II. Local informative return of related parties, which must include the following 

information: 

 
a) Description of the organizational structure, strategic and business activities, 

as well as the information regarding operations with related parties. 
 

b) Financial information of the obliged taxpayer and the operations or 

companies used as comparable in their analysis. 

 
III. Country-by-country informative return, of the multinational business group 

including: 
 

a) Tax jurisdiction information on the worldwide distribution of income and 

taxes paid. 
 
 
 
 
 

2 All legal entities that declared in the preceding fiscal year a taxable income in an amount equivalent or in 

excess to MXN $644'599,005.00 (approximately US $35 million dollars). 



 

b) Indicators of the economic activities in the tax jurisdiction where the 

multinational business group performs operations in the corresponding fiscal 

year, which must include the tax jurisdiction; the total income, 

distinguishing the amount obtained with related parties and independent 

parties; profits or losses before taxes; income tax effectively paid; income 

tax due in the year, capital accounts, accrued profits or losses; number of 

employees; fixed assets and merchandises. 
 

c) A list of all the entities comprising the multinational business group, and 

their permanent establishments, including the main economic activities of 

each of the entities comprising the multinational business group; jurisdiction 

of the legal entity incorporation, if other than that of its tax domicile, and 

any other additional information that may be considered that would facilitate 

the understanding of the foregoing information. 
 

The country-by-country informative return must be submitted by the taxpayers referred to in 

this article when they are within any of the following assumptions: 
 

a) Multinational holding companies, which shall be understood as the 

companies meeting the following requirements: 
 

1. Resident in Mexico for tax purposes. 
 

2. With subsidiary companies defined in terms of the financial information 

standards, or else, permanent establishments residing or located abroad, 

as the case may be. 
 

3. That they are not subsidiaries of any other company residing abroad. 
 

4. Bound to prepare, file and disclose the consolidated financial statements 

in terms of the financial information standards. 
 

5. Report in their consolidated financial statements of income for the 

entities residing in other or more countries or jurisdictions. 
 

6. Having obtained in the immediately preceding fiscal year consolidated 

income for accounting effects equivalent to or exceeding 

$12,000,000,000 pesos (approximately US $665 million dollars). 



 

b) For legal entities residing in Mexico or abroad with permanent establishment 

in the country, which have been appointed by the holding company of the 

multinational business group residing abroad as parties responsible for 

providing the country-by-country informative return, referred to in this 

section. The appointed legal entity must submit, not later than on December 

31 of the year following its appointment, a notice before the tax authorities 

under the terms established by the Tax Administration Service to such end 

through the general rules. 
 

The Tax Administration Service shall establish the general rules to file the returns referred to in 

sections I, II and III hereof, whereby the additional information may be requested, and include the 

corresponding means and formats. On the other hand, such tax authority may require the legal 

entities residing in Mexico, subsidiary or a company residing abroad, or the foreign residents 

having a permanent establishment, the country-by-country report, referred to in section III hereof, 

when the tax authorities may not obtain the information corresponding to such return through the 

information exchange method set forth in the international treaties currently in force that Mexico 

has executed, and to such end the taxpayers shall have a maximum term of 120 business days as 

from the date when the request is notified to provide the return referred to in this paragraph. 

 
[B] Contemporaneous Transfer Pricing Documentation 

 
In Mexico the taxpayer has the burden of proof regarding transfer pricing provisions. 

 

Likewise, in general, corporate taxes are self-determined; this means that the taxpayer self applies 

the law and determines the corresponding tax. The taxpayer then declares the tax determined in 

conformity with the law, to the tax authority, and pays the taxes owed. 
 

The contemporaneous transfer pricing documentation for transactions carried out with 

Mexican and foreign based related parties is not submitted to the tax authorities, unless it is 

formally required to do so. 
 

Transfer pricing provisions establish that taxpayers are obliged to report information regarding 

transactions exclusively with foreign related parties through the informative tax return, which 

should be submitted on a yearly basis. This informative return contains an appendix in which 

information from each transaction with foreign based related parties is disclosed. 
 

For transactions carried out with either foreign or domestic related parties, taxpayers are 

obliged to submit the informative return of tax status on a yearly basis, which includes 

appendixes to report information related to such transactions. 



 

Taxpayers have the option to submit the annual tax report certified by an external auditor, 

which includes appendixes to report information regarding transactions carried out with foreign 

and domestic related parties. When submitting the annual tax report it is no longer required to 

submit the informative return of tax status. 
 

Additionally, as of fiscal year 2016, obliged taxpayers must file before the Mexican tax 

authorities additional transfer pricing informative tax returns, which are the following: 
 

I. Master informative return of the business multinational group, 

II.  Local informative return of relative parties, and 

III. Country by country informative return of the business multinational group. 
 

The transitory provisions establish that for purposes of the obligation contained in the new 

transfer pricing provisions, the additional annual tax returns for fiscal year 2016 must be 

submitted no later than December 31st, 2017. 
 

In this regard, the Tax Authority has the power to verify the compliance of transfer pricing 

provisions by the taxpayer through audit procedures in which the contemporaneous transfer 

pricing documentation will be requested. 

 
[C] Advance Pricing Agreements 

 
Article 34-A of the FFC sets forth that the Tax Authorities may resolve inquiries formulated by 

the interested parties regarding the methodology used in the determination of prices or amounts of 

the considerations, in transactions with related parties, in terms of Article 179 of the MITL, as 

long as the taxpayer submits the information, data and documentation necessary for the issuance 

of the corresponding resolution. 
 

Additionally, the aforementioned provision sets forth that the resolutions issued in terms of 

said article, may become effective in the fiscal year in which the same were requested, in the 

immediately previous fiscal year and the three following fiscal years. This is, Advanced Pricing 

Agreements are valid for a five-year period. 
 

The abovementioned term may be longer when said resolutions arise from a mutual agreement 

procedure, in terms of an international tax treaty of which Mexico is a part thereof. 



 

[D] Financial Information 
 

According to Article 180 of the MITL, for the application of a transfer pricing method, the 

taxpayers have to determine the revenue, costs, gross profit, net sales, expenses, operating 

income, assets and liabilities as established by the Financial Information Norms. 
 

In this sense, it should be sufficient that the norms applied are the ones in force in the place 

and moment of its application and are applicable to the taxpayer, this is financial information 

norms issued by CINIF3 or IFRS4 for publicly traded companies. 

 
[E] Selection of Comparables 

 
The MITL establishes that it is understood that the operations or the companies are 

comparable, when there are no differences between them that could significantly affect the price 

or amount of the consideration or profit margin referring to the methods set out in Article 180, 

and when such differences exist, they are eliminated by reasonable adjustments. 
 

To determine these differences, the relevant elements that are required will be taken into 

account, depending on the method used, considering, among others, the following: 

 
(I) The characteristics of the operations, including: 

 
 

(a) In the case of financing operations, elements such as the amount 

of principal, term, guarantees, customer solvency and interest 

rate. 

 
(b) In the case of provision of services, elements such as the nature 

of the service, and whether the service involves no experience or 

technical knowledge. 
 

(c) In the case of use, enjoyment or sale of tangible goods, items 

such as physical characteristics, quality and availability of good. 
 
 
 
 
 
 

3 By its acronym in Spanish, Consejo para la Investigación de Desarrollo de Normas de Información 
 

Financiera. The CINIF is the entity engaged in the issuance of accountant regulation in Mexico. 
4 International Financial Reporting Standard. 



 

(d) In the event that the exploitation is granted or an intangible asset 

is transferred, elements such as in the case of a patent, 

trademark, trade name or transfer technology, the length and 

degree of protection. 

 
(e) For sale of shares, elements should be considered such as 

updated stockholders equity of the issuer, the present value of 

the profits or cash flows projected or the trading price on the last 

day made from the sale of the issuer. 

 
(II) Functions or activities, including assets used and risks assumed in the 

transactions, for each party involved. 

 
(III) Contractual terms. 

 
 

(IV) The economic circumstances. 
 
 

(V) Business strategies, including those related to the penetration, retention and 

market expansion. 

 
When the taxpayer’s business cycle or market acceptance of a product covers more than one 

fiscal year, it may be considered relevant comparable transactions of two or more fiscal years. 
 

In the selection of comparable transactions or comparable companies, transfer pricing analysis 

should be preferably carried out with domestic publicly available information, but given the 

limited number of listed companies in the Mexican stock exchange, the publicly available 

information in Mexico regarding non-controlled transactions is quite limited. 
 

In this regard, Mexican tax authorities allow the use of foreign financial information to 
 

evaluate the transfer prices for Mexican companies. Specifically, derived from past experiences in 

audit processes and from public comments from Tax Authorities, it is possible to use public 

information from other countries, such as the United States of America. 

 
[F] Transfer Pricing Adjustments 

 
Article 184 of the MITL establishes the mechanism through which taxpayer can recognize 

corresponding adjustments, in case that the foreign based related party has a primary adjustment 



 

determined for transfer pricing matters. Said mechanism consists of presenting an amended tax 

return, which reflects the corresponding adjustment. 
 

In general, Article 184 of the MITL only allows corresponding adjustments derived from 

primary adjustments determined by the tax administrations of countries that Mexico has 

established international treaties regarding tax matters with. 
 

The MITL recognizes only the application of corresponding adjustments when derive from a 

primary adjustment determined by a foreign tax authority. 
 

Nonetheless, this does not limit the right of taxpayers to determine adjustments for 

intercompany transactions, whether for tax purposes or even involving cash flow. 
 

Furthermore, when dealing with transactions entered between domestic related parties, it 

should be allowed the application of the corresponding adjustment between the parties involved 

in the transaction or, as applicable, establishing a mechanism for its application in order to 

preserve the fiscal symmetry principle.5 

 

Of course the application of transfer pricing adjustments requires analysis of tax implications 

such as compliance with applicable tax provisions as well as effects in other taxes (e.g., value 

added tax). 

 
[G] Pro rata expenses 

 
The MITL establishes in Article 28, section XVIII that pro rata expenses (cost allocation) paid by 

a Mexican entity to a foreign entity will not be deductible. 
 

Notwithstanding, the Mexican Supreme Court has stated that the restriction to carry out such 

expenses must not be understood in absolute terms, since the tax authorities prior to reject this 

type of expenses shall verify if the following requirements are fulfilled by the taxpayer: 

 
– The expenses are strictly necessary for the taxpayer’s activities. 

 
– There is a reasonable link between the expenses carried out and the benefit 

received or to be received by the taxpayer. 
 
 
 
 
 

5 Equivalence of the income reported by one of the parties and the deductible expenses recognized by the 

other. 



 

– In case the expenses were made between related parties; it has to be 

demonstrated that the agreed price is within the price range that should be used 

by independent parties in comparable transactions. 

 
– Provide to the tax authority the information related to the transaction performed 

abroad, such as: (a) the fiscal data of related parties; (b) activities performed by 

each party and, if appropriate, assets used and risks assumed by such parties; and 

(c) the applied methodology to determine the transfer price. 

 
– To keep in the taxpayer’s records the documentation that demonstrates: (a) the 

type of operation performed; (b) the contractual terms; (c) the selected transfer 

pricing method and its development; (d) transactions or comparable companies 

for each type of operation. 

 
– To keep in the taxpayer’s records the documentation that shows that the 

distribution of the expenses was based on an objective and not arbitrary manner 

by the taxpayer. It is also important to take into consideration that any transaction 

carried out on a pro rata basis and which leads to a deduction must always 

underlie a valid and provable business reason. 

 
Currently, there is an administrative rule issued by the Mexican tax authorities with 

requirements for deductibility of this kind of expenses. 

 
[H] Maquila Companies 

 
In general, a maquila company operates under a special customs regime that considers 

temporarily import into Mexico raw material, machinery, equipment or spare parts, without 

determining any importation tax, when it is used for the assembly, manufacture or repair of final 

goods and their subsequent exportation. 
 

The maquila programme is established under the terms of the Decree for the Promotion and 
 

Operation of the Manufacturing, Maquila and Export Services Industries (IMMEX Decree). 
 

General rules in the tax regime establish that foreign based entities constitute a permanent 

establishment in Mexico as a result of a legal or economic relationship associated with the typical 

operation of a contract manufacturer or maquila company. 



 

However, the avoidance of the permanent establishment could be reached if the foreign entity 

is based in a country with which Mexico has signed a treaty to avoid double taxation, and if the 

maquila company complies with the special transfer pricing provisions established in Article 181 

of the MITL. 
 

Specifically, the MITL establishes that in order to qualify as a maquila operation for tax 

purposes in summary should comply with the following. 
 

The goods supplied by the non-resident under a maquila contract require to undergo a process 

of transformation or repair where they are imported temporarily and subsequently returned 

abroad. Such goods may only be owned by a third party residing abroad when it has a business 

manufacturing relationship with the foreign resident and a maquila contract with an entity in 

Mexico, and all of its income derives exclusively from its maquila operation. 
 

In the event that the maquila incorporates into its productive processes domestic or foreign 

goods which are not temporarily imported, such goods must be exported or returned jointly with 

the goods which are temporarily imported. 
 

Additionally, the MITL establishes that the transformation or repair process must be performed 

with machinery and equipment owned by the foreign resident with which the maquila has 

contracted, as long as they were not previously owned by the maquila or other enterprise residing 

in Mexico. 
 

The transformation and repair process may be supplemented by machinery and equipment of a 

second foreign entity which has a business manufacturing relationship with the resident abroad 

(which has a maquila contract with the entity performing the maquila operation in Mexico). 
 

Furthermore, the associated foreign entity should own at least 30% of the machinery and 

equipment used in the maquila operation. General Tax Rules establish specific methodology for 

the calculation of such 30% of the machinery and equipment used in the maquila operation. 
 

Nevertheless, there are some exceptions or specific situations contemplated in miscellaneous 

tax rules, so it is recommended to review the tax implications on a case-by-case basis. 
 

The MITL establishes that in order to comply with the transfer pricing provisions the maquila 

has to determine its taxable profit under the safe harbor, by which the company must determine a 

taxable profit representing the greatest of 6.9% of the total assets used in the maquila operation, 

or 6.5% of the total costs and expenses incurred in the maquila operation. 



 

Another alternative for compliance with transfer pricing provisions, maquila companies may 

request an Advanced Pricing Agreement in order to apply another methodology rather than the 

safe harbor established in the MITL. In general, an alternative methodology should consider for 

the calculation of the taxable income the total assets used in the maquila operation including the 

assets own by the non-resident, this is, a profit level indicator that considers a return on assets. 

 
[I] Audit Trends 

 
Tax Authorities have publicly announced they are carrying out auditing programs to review 

taxpayers that maybe involved in aggressive tax planning strategies. 
 

Supply Chain 
 

MNEs that have restructured their operations in Mexico under the concept known as ‘supply 

chain’, mainly by establishing a contract manufacturer and/or a limited risk distributor, deriving 

in the transfer of profits to foreign based entities, have been identified by the Tax Authorities and 

most of them, more likely would be under the tax administration scrutiny. 
 

These taxpayers may be audited by the Tax Authorities looking to unwind the structure or for 

the imputation of a permanent establishment, attributing the taxable income to Mexico, this is the 

Tax Authorities will be trying to return the taxable profits into Mexico. 
 

Advertising and Promotion Expenses 
 

In case of taxpayers that are licensees and pay royalties for the use of trademarks and other 

trade names, and at the same time incur in advertisement and promotion expenses, the Tax 

Authorities are taking the position that such expenses have to be borne by the licensor, therefore 

Tax Authorities may challenge deductibility of advertising expenses. 
 

This situation is questionable, since the taxpayer has the right to incur in such kind of expenses 

to promote and advertise its products or services, as well as the fact that there are third party 

agreements that contemplate this kind of operating structure. 
 

Pro rata Expenses 
 

Regarding the pro rata expenses or cost allocation payments, as mentioned, the MITL 

establishes that such expenses are not deductible, but as the Mexican Supreme Court has stated 

the restriction to carry out such expenses must not be understood in absolute terms, establishing 

that the Tax Authorities prior to reject this type of expenses shall verify if certain requirements 

are fulfilled by the taxpayer. 



 

Nevertheless, Tax Authorities have stated that they will be focused on auditing this type of 

expenses and verify that such deductions fulfill the requirements issued by the Tax Authorities 

which from a practical point of view, it would be very difficult for taxpayers to comply with. 

Therefore, controversies related with the deductibility of this kind of expenses will continue. 
 

Tax Ombudsman 
 

An autonomous governmental institution is established in Mexico known as Procuraduría de la 
 

Defensa del Contribuyente (PRODECON by its acronym in Spanish) with activities since year 
 

2011, acting as a tax Ombudsman for taxpayers in order to prevent abusive actions by Tax 

Authorities. The tax Ombudsman acts as an organism to provide consultation, legal representation 

and defense for taxpayers, among others. As of year 2014, the legal procedure of the conclusive 

agreement was introduced in the Federal Fiscal Code, which is an alternative mechanism for tax 

controversies so as to provide certainty to taxpayers and Tax Authorities whenever it is intended 

to reach a settlement. 
 

In this regard, since the incorporation of the conclusive agreements in the Mexican tax system, 

many taxpayers involved in transfer pricing audits have requested the assistance from the tax 

Ombudsman to be involved in the process in order to reach a settlement with the Tax Authorities 

through conclusive agreement procedure. 
 

Transfer Pricing Litigation 
 

In case of an audit procedure regarding transfer pricing is being carried out by the Tax 
 

Authorities, eventually an assessment is determine with a tax deficiency. 
 

In this situation, taxpayers could file an administrative appeal before the Mayor Taxpayers 

Central Litigious Administration or apply to legal remedies, such as an annulment complaint 

before the Federal Tax Court. 
 

Mutual Agreement Procedure 
 

Likewise it is possible and very common for taxpayers to enter into mutual agreement 

procedures in order to obtain relief for double taxation in transfer pricing controversies. Certainly 

it is necessary to analyze the applicability of this mechanism of tax dispute resolution. 



 

[J] Additional Reporting and Compliance 
 

The Federal Fiscal Code establishes that taxpayers are obliged to submit information of 

relevant transactions by which taxpayers have to provide information of certain transactions 

considered as ‘relevant’ and are above MXN 60 million. 
 

Taxpayers have to submit before the Tax Authorities, among other, information regarding the 

amount, date, and counterparty for diverse transactions carried out as listed in the Official Form, 

which in general, include: derivative financial transactions; transfer pricing adjustments; change 

in ownership and stockholder; sale of stock or intangibles; change of fiscal residence, and 

mergers and acquisitions. 
 

Regarding transfer pricing, taxpayers should submit information of the adjustments as well as 

information of costs, expenses or payments that are determined as residual values. It is assumed 

that Tax Authorities are trying to identify taxpayers that use a CPM6 approach, which is not 

accepted in the MITL, where the Mexican company’s profit level indicator is benchmarked and 

‘residual’ profits are determined as payments to the foreign based related party. 
 
 
[K] Conclusions 

 
Mexico is currently implementing diverse mechanisms in order to adequate its transfer pricing 

provisions for aligning them with the current global tendency in identifying ‘aggressive’ tax 

planning strategies that shift profits outside of Mexico. It is expected that the Tax Authorities will 

continue with its effort in reviewing transfer pricing issues, so the number of tax audits should 

continue increasing in the following years. 
 

For fiscal year 2016, the Mexican tax authorities, through the additional annual informative 

returns established in Article 76-A of the MITL will obtain more resources for their risk 

assessment regarding related party transactions carried out within MNEs. 
 

Although this trend more likely will continue, OECD also recognizes the rights of taxpayers 

for restructuring their business, therefore in cases where economic substance, formal and legal 

issues and business reasons are aligned and in compliance with applicable tax laws and 

international tax treaties, the taxpayers should have arguments to demonstrate compliance with 

the arm’s-length principle. 
 
 
 
 

6 Comparable Profits Method. 


