
2020 – 2 Tax Consulting

Outsourcing reform bill sent to Congress 

On November, 12, 2020 the Executive Branch presented to the Mexican Congress a bill "Draft 
Decree that reforms, adds and abolish various provisions of the Federal Labor Law, the Social 
Security Law, the Law from the Institute of the National Housing Fund for Workers, the Federal 
Tax Code, the Income Tax Law and the Value Added Tax Law” on labor subcontracting.   

Through the aforementioned bill, the Executive Branch proposes to prohibit the subcontracting 
of personnel in certain cases, and establishes new rules for companies to contract the provision 
of specialized services or the execution of specialized work, with the purpose of strengthening 
employment rights of employees and public finances.  

Hereunder, we present a brief summary of the proposed amendments for each of the laws 
included in the Draft Decree:   

Federal Labor Law 

The bill expressly prohibits the subcontracting of personnel, defined as the structure under which 
an individual or legal person provides or makes its own employees available for the benefit of 
another.  

It is proposed to reform article 12 of the Federal Labor Law which regulates "intermediaries", 
specifying that under no circumstance may the intermediary be considered as employer, leaving 
said character to the beneficiary of the services.  



The provision of specialized services or the execution of specialized works which are not part of 
the corporate purpose nor of the economic activity of the beneficiary of the service, shall not be 
considered as subcontracting of personnel. In this case, an obligation for the specialized service 
provider to request an authorization from the Ministry of Labor and Social Welfare is imposed, to 
provide evidence of the specialized nature of the services they provide and the fulfillment of 
labor, tax and social security obligations. Said authorization must be renewed every three years.  

The abolition of previous articles dealing with the regulation of the subcontracting regime 
(articles 15-A, 15-B, 15-C and 15-D) is proposed.  

Regarding the possibility of having a "substitution of employer" as regulated by the Law, it is now 
provided in article 41 that, in order for the substitution to take effect, the assets of the previous 
employer must be transferred to the new substitute employer.  

The bill contemplates new fines and sanctions for those who subcontract personnel, as well as 
for individuals or legal entities that provide specialized services or execute specialized works 
without the corresponding authorization, without prejudice to any other liabilities that may arise 
in accordance with applicable legislation. These penalties will also be applicable to those 
individuals or legal entities that benefit from the subcontracting of personnel or the provision of 
specialized services or execution of specialized works, in contravention of the provisions of the 
Law. 

If such bill is approved, individuals or legal entities that provide specialized services or carry out 
specialized works must obtain an authorization from the Ministry of Labor and Social 
Welfare within a period of six months, starting from the publication of the general provisions 
referred to in the Law. 

Social Security Law 

The initiative proposes to reform article 15-A of the Social Security Law, which regulates labor 
subcontracting, by establishing that the contracting of specialized services or the execution of 
specialized works must be carried out in compliance with the requirements and conditions of the 
Federal Labor Law (previously analyzed). 



In this regard, the bill establishes that the individual or legal person who contracts the provision 
of services or the execution of works with a company that fails to comply with its obligations 
related to social security, will be jointly liable with regards to the employees involved in the 
provision of such services. 

The bill also provides an obligation for such persons to inform on a quarterly basis, within the first 
fifteen days of the months of January, April, July, and October, on the agreements they execute 
in the relevant quarter, and to provide information about the contracting parties and the 
agreement, as well as a copy of the authorization issued by the Ministry of Labor and Social 
Welfare to carry out such services. On this specific point, a transitory provision establishes that 
the obligation to provide the information of the contracting parties and the agreement will start 
within 6 months from the entry into force of the Decree and, therefore, that the authorization 
request must be submitted to the Ministry of Labor and Social Welfare once such Ministry 
establishes the procedures to do so.  

Additionally, the bill reforms the infractions applicable in the event of failure to file or when filing 
outside the legal term, the information related to the contracting of specialized services. 

In order to verify compliance with the obligations established in the Federal Labor Law and in the 
Social Security Law, the bill contemplates that the Mexican Institute of Social Security and the 
Ministry of Labor and Social Welfare will enter into collaboration agreements to facilitate the 
exchange of information and implementation of joint verification actions. 

Also, the elimination of the national registry by class is proposed, which is a possibility for 
employers to obtain a separate registration for each class of work risks with the Mexican Institute 
of Social Security. Thus, in the event the bill of reference is approved, employers that have said 
registry will have a period of 120 days from the entry into force of the decree to cancel it before 
the Institute and request the corresponding employer registrations. 

Institute of the National Housing Fund for Workers Law (INFONAVIT) 

The bill contemplates an  amendment to article 29 of the Law to establish that, in the event of 
employer substitutions, the substituted employer will be jointly and severally liable with the new 
one for all obligations deriving from the Law, generated before the date of the substitution, for 
up to six months. Subsequently, all responsibilities will be attributable to the new employer. 



 

 

Likewise, article 29-Bis establishes the obligation to provide the Institute certain information 
every four months (no later than day 17th of the month subsequent to each relevant period, 
which includes information on  services agreements, information on the employees, details of the 
determination of the salary used to determine contributions to the system, and copy of the 
authorization issued by the Ministry of Labor and Social Welfare to provide specialized services. 
 
In this regard, a transitory provision establishes that, from the entry into force of the reform 
Decree, the Institute will have a period of four months to issue the rules and guidelines to 
establish the procedures for filing such information. 
 
The changes to Article 29-Bis also include that the individual or legal person who hires the 
provision of specialized services or executes specialized works will be jointly and severally liable 
for contributions in relation to the workers used to execute said contracts. 
 
Federal Tax Code  
 
Expenditures for the subcontracting of personnel will not be considered as strictly indispensable 
expenses and will therefore not result in a tax deduction or credit for taxpayers. This will also be 
applicable in the case of services in which personnel is provided or made available to the 
contracting party and (a) the transfer of personnel from the contracting party to the contractor 
has been carried out, or (b) the services cover the predominant activities of the contracting party. 
 
It is established that the provision of specialized services or execution of specialized works, which 
count with the authorization referred to in article 15 of the Federal Labor Law, shall not be 
considered as subcontracting of personnel. 
 
In matters of joint liability, the individual or legal person who receives subcontracting services of 
personnel will be jointly and severally liable with respect to the contributions triggered in 
connection with the workers of the services provider. 
 
Taking the deduction or credit of expenses associated with personnel subcontracting services is 
added as an aggravating factor for the imposition of fines, and a fine of $ 150,000 to $ 300,000 
Mexican pesos will be imposed on those who fail to deliver to the contracting party the 
authorization referred to in article 15 of the Federal Labor Law and other information included in 
the Income Tax and Value Added Tax laws, as detailed further below. 
 



 

 

 
Finally, the use of simulated schemes for the provision of services or execution of specialized 
works, as well as the subcontracting of personnel, is established as a qualified crime of tax fraud. 
 
Income Tax Law  
 
As mentioned before, and in line with what is proposed for the Federal Tax Code, payments made 
for the subcontracting of personnel will qualify as non-deductible for income tax purposes. In the 
case of specialized services or execution of specialized works, the contractor must obtain a copy 
of: 
 

a) the authorization referred to in article 15 of the Federal Labor Law; 
b) the Digital invoice (“CFDI” for its acronym in Spanish) for the payroll of the employees 

involved in providing the service; 
c) receipt of payment of the amounts withheld to said employees; 
d) receipt of the payment of social security contributions; 
e) receipt of payment of contributions to the INFONAVIT. 

 
Value Added Tax Law  
 
The value added tax associated with the subcontracting of personnel will not result in a credit for 
the taxpayer receiving the invoice, also in line with the proposed changes to the Federal Tax Code.  
 
The obligation to withhold 6% of value added tax applicable to services through which personnel 
is made available to the contracting party or a related party (which came into effect in 2020) is 
proposed to be abolished. 
 
Regarding the requirements for crediting VAT in the case of specialized services or execution of 
specialized works, the contracting party must obtain on monthly basis (month subsequent of 
payment of service) a copy of: 
 

a) the authorization referred to in article 15 of the Federal Labor Law; and 
b) declaration of value added tax and proof of payment, corresponding to the period for 

which the compensation was paid. 
 



 

 

Finally, it is important to point out that this bill was filed to the Mexican Congress on November 
12 and will be discussed within Congress aiming for its approval within this year. We will keep you 
posted of the developments of the discussions within Congress and eventual approval of this 
changes. 

 
*     *     *     *     * 
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