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 On November 5th, 2020 the Decrees that 

modify the Income Tax Law, the Value 

Added Tax Law,  the Federal Tax Code, the 

Federal Duties Law and the Federal Revenue 

Law for 2021 were delivered by the Mexican 

Congress to the Executive Branch for its final 

approval and publication in the Federal 

Official Gazette, which is pending as of 

November 11. All amendments hereinafter 

collectively referred to as “the Tax Reform”. 

 

In this document we summarize what we 

consider are the most relevant amendments 

contained in the 2021 Tax Reform, with a 

special focus on those that have an 

important impact both on cross-border 

transactions and on foreign investors doing 

business in Mexico. Please note that there 

are relevant changes that were included in 

the 2020 Tax Reform, as discussed in our 

publication issued on December 2020 

(“Relevant Topics of the 2020 Tax Reform”), 

that will enter into effect in 2021; we will 

issue a separate document with the main 

implications regarding these changes. 

 

In the following pages we provide our 

comments on the main aspects of the Tax 

Reform, under the following:
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Federal Revenue Law 

 
Interest Withholding Rate  

[Art. 21 FRL] 

 

Withholding rate on interest 

paid by the financial system 

in Mexico is reduced from 

1.45% in 2020 to 0.97% by 

2021; such withholding is 

determined on the capital that produces the 

interest. 

 

Income Tax Law 

 
Tax-Exempt Organizations 

[Art. 79, 80, 82, 82-Quáter and 84 ITL] 

 
Several changes were made 

to the general regime 

applicable to Tax-Exempt 

Organizations, aimed to 

control and restrict the 

application of such a regime. 

The main changes may be summarized as 

follows: 

• Elimination of Business School 

Programs to qualify as exempt 

organizations. 

• The loss of charity authorization if 

more than 50% of the income of the 

tax-exempt organization derives from 

activities other than those for which 

they were authorized to receive 

donations. 

• The possibility of tax-exempt 

organizations to request for a 

cancellation of the authorization to 

receive donations. 

• The inclusion of the causes for 

revocation of the charity 

authorization, similar to what is 

contained in general administrative 

rules, but extending their application 

to more cases under certain 

scenarios. 

• Clarifications regarding the 

transparency obligations (reporting) 

of tax-exempt organizations. 

• Elimination of the possibility of 

certifying tax obligations, 

transparency reporting, and social 

impact assessment. 

 
Maquiladoras 

[Art. 182 ITL] 

 
As stated in the Explanatory 

Memorandum of the 

Executive Branch, and in line 

with the 2014 reform, there 

are only two alternatives to 

meet the transfer pricing requirements for 

the Maquiladora sector: (i) to make the 

calculation known as "safe harbor" that 

validates that the transactions among 

related parties are carried out at market 

values; or (ii) to obtain an Advance Transfer 

Pricing Agreement (APA) to support such 

values. 
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Value Added Tax Law 
 

Goods and Services Offered through 

Digital Platforms 

[Art. 18-B, 18-D and 18-H Bis/Ter/Quáter/Quintus 
VATL] 

 
There are several 

modifications on the value 

added tax (VAT) legislation 

aiming to regulate services 

offered through digital 

platforms, such as the following: 

 

• Clarifying that VAT would be triggered 

on digital intermediation services of 

used personal property when sold by 

individuals. 

• Imposing an obligation for digital 

intermediation platforms (who 

provide digital services to individuals 

located in Mexico) to withhold the VAT 

collected when providing services to 

foreign residents without a 

permanent establishment in Mexico. 

• Providing an option for digital 

platforms to publish the price of 

goods and services without disclosing 

the associated VAT, provided that 

such tax is included in the price 

offered, and the legend "VAT 

included" is also presented. 

• Imposing a penalty by blocking the 

access to platforms (through the 

telecommunication companies) for 

taxpayers providing digital services 

resident abroad without permanent 

establishment in Mexico when they do 

not comply with their tax obligations, 

such as obtaining their taxpayer ID 

number or appointing a legal 

representative in Mexico as well as an 

address in the country, or if they fail 

to process their advanced electronic 

signature or pay VAT withholdings, 

among others. 

 

 

Federal Tax Code 

 
Measures to Combat Tax Evasion 

[Art. 5-A FTC] 

 

 As part of the Tax Reform 

carried out in 2020 a 

General Anti-Abuse Rule 

was included in the Federal 

Tax Code, such rule would 

allow the tax authorities to recharacterize 

acts if there are not business reasons (as 

defined by the Law) and to the extent there 

is a tax benefit deriving from  such acts; 

regarding this rule it is clarified that the 

effects of the re-characterization that may 

be made by the tax authorities under this 

rule would not preclude any criminal 

investigations deriving from the activities 

carried out by taxpayers.  
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Cancellation of Digital Stamp 

Certificates 

[Art. 17-H FTC] 

 

Digital Certificates are used 

to issue invoices for 

transactions carried out by 

Mexican taxpayers; under 

certain assumptions it is 

possible that the 

authorization to issue such certificates could 

be either temporary suspended or 

permanently cancelled. In this regard, two 

cases that were considered under the 

temporary suspension of digital certificates 

have been reclassified as cases of 

permanent cancellation, namely: (i) for 

taxpayers who are included in the list under 

article 69-B of the Federal Tax Code (this 

article provides the rules related to 

taxpayers that carried out transactions that 

are assumed to be simulated and false); 

and, (ii) taxpayers who transferred tax 

losses to other taxpayers. 

 

According to the Explanatory Memorandum 

of the Executive Branch, this measure does 

not violate the right of taxpayers to defend 

in a hearing. Likewise, the term for the 

authorities to resolve the requests for 

clarification submitted by the taxpayers has 

been extended to 10 days. 

 

 

 

 

Tax Refunds 

[Art. 22 FTC] 

 

If the tax authorities are 

unable to locate the 

taxpayer or his tax 

domicile, the tax authorities 

will be entitled to deem the 

refund request as "not 

filed", disregarding the whole request. 

Additionally, it is clarified that, in that case, 

the request will not be considered to 

suspend the five-year period that the 

taxpayers have to claim a tax refund.  

 

The possibility that the tax authority may 

carry out verification procedures when a 

request is filed for several refund requests 

(issuing a single resolution) is provided. 

Regarding the 10-day term that the tax 

authority currently has to issue a resolution, 

such period is increased to 20 days. 

 

Joint Tax Liability 

[Art. 26 FTC] 

 

Joint tax liability is 

increased in the case of 

corporate divisions in 

certain cases, and for 

residents of Mexico in 

transactions with related 

parties residing abroad, when the latter 

constitutes a permanent establishment in 

Mexico that is not formally registered. 
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Term to Preserve Information 

[Art. 30 FTC] 

 

As part of the general rule 

for taxpayers to keep the 

accounting within a 

determined period of time 

for tax authorities to audit, 

a new obligation is included 

related to specific items in which the 

taxpayer would have to keep additional 

information related to certain corporate acts 

and transactions, such as documentation 

that proves the  economic substance 

regarding increases and decreases of capital 

and distribution of dividends or profits, 

among others. 

 

Likewise, the Tax Reform adds the review of 

balances and movements of the net-after-

tax profits account (CUFIN) and paid-in 

capital account (CUCA), related to tax losses 

and distribution of dividends, as part of the 

items in connection with whom the 

taxpayers are obliged to preserve supporting 

documentation. This is in line with what has 

recently been requested by the tax 

authorities when carrying out control acts. 

 

 

 

 

 

 

 

 

Seizure of goods 

[Art. 40 and 40-A FTC] 

 

A modification of the 

precautionary seizure of 

goods is included; it is now 

possible that the seizure is 

made not only to the 

taxpayer but also to third 

parties that may be jointly liable with the 

taxpayers, when they refuse to provide 

information related to the fulfillment of the 

taxpayers' obligations. Likewise, the order of 

priority for precautionary seizure of assets is 

modified, placing bank accounts in first 

place. 

 

 

Extension of Deadlines 

[Art. 53 FTC] 

 

The possibility for the tax 

authorities to extend for 10 

more days the deadline for 

providing any type of data, 

reports or documents 

requested by the tax 

authorities when exercising their powers of 

verification has been included. 
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Right to Reduce Tax Losses 

[Art. 69-B Bis FTC] 

 

The obligation to state the 

purpose of the legal acts 

that gave rise to the 

transfer of tax losses, in 

order to modify the facts 

that led the authority to 

presume that an undue transfer of tax losses 

was made, is added. This, so that the 

authority can determine whether the 

transfer was predominantly for the 

development of a business activity and not 

for obtaining a tax benefit. 

 

The possibility that the taxpayer may 

request an extension of 10 additional days 

to provide the information and 

documentation that it considers necessary is 

included, which must be requested within 

the initial period of 20 days. 

 

Finally, it is pointed out that the procedure 

referred to above will be carried out 

regardless of the tax authorities considering 

that the transfer of tax losses was a result of 

simulated acts. 

 

 

 

 

 
 

 
 

 

Conclusive Agreements 

[Art. 69-C and 69-H FTC] 

 

The Tax Reform establishes 

that the request for a 

conclusive agreement 

(settlement procedure) 

may be filed only as of the beginning of the 

tax authorities’ verification powers and up to 

20 days following the date on which the 

observations are issued, effectively reducing 

the period currently in force which allows for 

the filing of several settlement procedures 

(this will no longer be possible). 

 

Likewise, cases where the request for a 

conclusive agreement will not be applicable 

are introduced such as in the case of reviews 

for the issuance of invoices that are 

presumed to be related to simulated 

transactions under the terms of Article 69-B 

of the Code. 

 

Transfer Pricing Fines 

[Art. 75 and 76 FTC] 

 

It will now be deemed to be 

an aggravating factor for 

purposes of determining 

fines, when taxpayers do 

not comply with the 

relevant transfer pricing 

obligations set forth in the Income Tax Law. 

This imposes a larger need to comply with 

certain parameters and determinations of 

the law, seeking greater care and diligence 
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from taxpayers regarding the information 

and seriousness of the preparation of the 

studies. 

 

Likewise, the Tax Reform eliminates the 

possibility of obtaining a 50% reduction of 

fines imposed due to failure to determine the 

authorized accrued income and deductions 

with related parties, considering the prices 

and amounts of consideration that would 

have been used by independent parties. 

 

 

Presumption of Smuggling 

[Art. 103 FTC] 

 

The Tax Reform adds a 

presumption of smuggling 

when the return, transfer 

or change of customs 

regime of goods 

temporarily imported under 

a program of promotion of the Ministry of 

Economy is not filed. 

 

 

 

 

 

 

 

 

 

 

 

Federal Duties Law 

 

Relevant changes for the Mining 

Industry 

[Art. 268 and 270 FDL] 

 

Through modifications to 

the Federal Duties Law, 

some relevant changes 

were included that could 

have a significant impact 

for entities carrying out 

mining activities in Mexico; these 

modifications to the Special, Additional, and 

Extraordinary Mining Duties, in general 

terms can be summarized as follows: 

 

• It is established that the Special and 

Extraordinary Mining Duties are 

applicable to those taxpayers who 

dispose of minerals even if they do 

not hold concessions. 

• The right to be entitled to apply a 

credit for the duty paid related to the 

area of a mining concession against 

the Special Mining Duty, is now 

eliminated from the Federal Duties 

Law.  

• For the determination of the Special 

Mining Duty, it is clarified that the 

amounts paid for the acquisition of 

concession titles or mining allocations 

must qualify as deferred expenses.  

• An additional clarification is included 

to point out that the Special Mining 
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Duty must be determined considering 

the taxable income for income tax 

purposes. 

 

According to the Explanatory Memorandum 

of the Executive Branch, these modifications 

seek to strengthen the government´s 

position towards the Mining industry, as 

Mexico will be obtaining profits from the use 

of natural resources and, consequently, they 

intend to apply these funds to benefit its 

population high priorities like health and 

education, focusing on the most vulnerable 

and unprotected sectors. 
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