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Relevant topics of the Tax Reforms 2020 
 

The Executive Branch submitted the proposed Tax Reforms for 2020 to the Mexican 

Congress last September 8th, in order to identify the most relevant items, below we 

provide our general comments.  

 

We must stress that these proposals were submitted to the Low Chamber for their 

legislative debate and will follow the subsequent legislative process in the Senate. 

Therefore, the final impact of the approved legislation needs to be further analyzed, and 

we will issue a detailed document of the final legislation in due course.  

 

Universal offsetting 

 

As a temporary provision for the 2019 fiscal year, the possibility to offset favorable 

balances of one tax against payable balances of another (universal offsetting) was 

suspended. The proposed legislation contemplates the definitive repeal of the universal 

offsetting through amendments to the Federal Tax Code and the secondary tax 

legislation.  

 

Measures to prevent tax avoidance  

 

Under the proposed bill several changes are introduced aimed to eliminate tax avoidance. 

These measures may be summarized as follows: 

 

• Include a provision that grants powers to the tax authorities to recharacterize legal 

acts when these lack of a business reason, under the tax authorities’ perspective, 

when these generate a tax benefit. The tax authorities may consider that the acts 

that really occurred were those that would have produced a lower, or no tax 

benefit, or may even considered these acts as non-existent, when there is no 

economic benefit obtained, other than the tax benefit.  
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• To consider that the person or persons in charge of the management of a legal 

entity are jointly liable for any taxes levied or not withheld by such legal entities 

during their time in charge, or the shareholders or partners up to the amount of 

their interests in the entity. As of today, such unlimited responsibility is applicable 

only in certain cases, such as not getting a tax ID number, change of the tax 

domicile without filing a notice, not keeping books of records, etc.  

 

• A new obligation is provided to disclose tax structures and tax planning schemes 

(“reportable schemes”), so that the tax authorities may obtain information on what 

they have identified as risk areas, and for these authorities to know who is advising 

on these schemes and who is receiving such advice. The above with the apparent 

purpose of gaining knowledge of such transaction prior to their implementation, in 

order to evaluate their viability and disclose to the taxpayers and tax advisors its 

criteria. 

 

It is being proposed for the tax advisors, as defined under the proposal, to be the 

ones mainly obliged to reveal the tax planning schemes from which a direct or 

indirect, tax benefit may derive.  

 

For these purposes, a list of vastly different situations, very broadly described, are 

considered as reportable schemes. The reporting obligations, should this be 

approved, would apply as early as July 1st, 2020. 

 

BEPS amendments and foreign income tax credit 

 

Amendments to the “permanent establishment” definition are proposed with the alleged 

intent of adapting such definition to BEPS Action 7, particularly focusing on cases where 

a person acts through a non-independent agent which have powers to operate in benefit 

and on behalf of the foreign resident. 

 

Likewise, certain limitations are included for several deductions that may be considered 

to erode the tax base in Mexico, such as interest payments that should not exceed 30% 

of the adjusted EBITDA of any given tax year; payments to foreign tax transparent 

entities and vehicles, or those which have a deduction effect for any foreign related party. 

 

With regard to foreign tax credits, it is proposed to limit such tax credit whenever such 

tax has been credited in another jurisdiction by any other entity in which the taxpayer 

participates, under certain particular cases. 

 

Digital Economy 
 

Several changes to the Income tax and Value Added tax Laws are proposed to norm the 

activities performed under the digital economy. 
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As per the bill technical explanation, the changes to the VAT Law do not imply an 

additional tax burden for the final users of digital services, as these are already subject 

to the VAT on the import of services, but rather these proposals are merely facilitating 

the compliance of these obligations.    

 

Several income tax provisions, already included in the Miscellaneous Resolution, are 

being proposed to be introduced into the legislation. These are norms dealing with 

individuals that sell goods or provide services through the Internet, using technological 

platforms, apps or similar means, through which they obtain income, and in general 

terms consist in imposing the obligation to the legal entities that allow the use of such 

technological means to withhold the corresponding income tax. 

 

Participation in foreign legal entities and vehicles 

 

A special regime is being proposed to tax in Mexico the foreign entities and vehicles, in a 

separate manner from the existing preferential tax regime provisions (REFIPRES as per 

acronym in Spanish). This proposal contemplates that these foreign vehicles may be 

taxed in Mexico as if these were Mexican resident entities, when in light of the Mexican 

Tax Code these would qualify as such. This changes may have an impact on foreign 

vehicles without legal personality that may qualify as Mexican residents. 

 

This new scheme also seeks to define the cases in which a Mexican resident is liable to 

tax on the investments held abroad through foreign vehicles that may be considered as 

tax transparent in their country of incorporation, or as partially transparent, so that the 

income and expense attribution is also recognized in Mexico. 

 

These new provisions are very confusing and appear to have been drafted with a very 

broad scope; thus, we should wait for the legislative process to clarify these issues and 

know their final impact.  

 

Private REITS (FIBRAS)  

 

A change in the FIBRA requirements is being introduced to prevent private FIBRAS to 

qualify as such.  

 

Outsourcing  

 

Individuals and corporations that hire entities that provide outsourcing services are now 

obliged to withhold and remit the VAT passed on along the considerations for these 

services.  

 



CIUDAD DE MÉXICO             MONTERREY                        QUERÉTARO                         NUEVA YORK                       MADRID 
+ 52 (55) 5257 7000             + 52 (81) 8478 9200           + 52 (442) 229 1797            + 1 (212) 223 4434             + 34 680 708 204 

 
4 

The income tax deduction requirement consisting in obtaining from the outsourcing 

provider copy of the electronic tax certificates, and the corresponding returns, showing 

the salaries were paid is being eliminated.  

 

Tax regime for door-to-door salespersons 

 

Entities that sell through services provided by individuals who sell to general public such 

as independent vendors and door-to-door salespersons are now obliged to withhold the 

income tax that corresponds to these salespersons. 

 

VAT credit ratio  

 

VAT law is proposed to be modified to provide that the creditable VAT should be 

determined considering only the expenses and investment related to taxed activities, and 

not those that are exempt or that are not covered by the law. 

 

Excise tax (IEPS) 

 

On the excise tax, several tariffs and quotas are updated, as well as the procedure to 

determine the tax itself, affecting the tax imposed on cigarettes and cigars, flavored 

drinks, beer and the concept energizing drinks is amended. 

 

*   *   *   *   *  
 
Mexico City  
  September 2019   
  
This News Flash contains information of a general nature, and thus it does not address any particular case or facts. The information contained herein is 

accurate as of the date of issuance; however, we make no representation as to the fact that such information be accurate in the future. Accordingly, we 

recommend that specific advice addressing your particular circumstances be requested.  
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