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2020 Tax-Reform Update 
 

On October 17, 2019, the Tax Bill for 2020 was approved in the Lower Chamber of the 

Mexican Congress. This bill includes the Decree that modifies the Income Tax Law, Value 

Added Tax Law, Special Tax on Production and Services Tax Law and the Federal Tax 

Code.  

 

This bill will now be turned to the Senate for its review. In this document we will analyze 

the most relevant modifications carried out to the original bill proposed by the Executive 

Branch. The specific issues that were not modified by the Lower Chamber, in general 

terms, remain in accordance to the original version of the initiative and they are not 

analyzed herein.  

 

Participation in foreign entities and foreign legal vehicles 

 

The regime provided for transparent entities and legal vehicles is maintained with some 

clarifications.  

 

A new Article is included (Article 205), which contains a tax incentive for foreign 

institutional investors that invest in Mexican companies and that obtain dividend income, 

interest income, capital gains or rental income from immovable property located in 

Mexico.  

 

Such incentive consists on recognizing the tax transparency of legal figures created 

abroad and that are tax-transparent abroad; under this rule the partners or members of 

such vehicles will be considered as the taxpayers, provided that certain requirements are 

met and that the information of such partners or members is periodically provided to the 

tax authorities.  

 

It is also established that, if approved, the new provisions will be in force starting on 

January 1st, 2021. 
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Measures to address tax avoidance  

 

General Anti-Avoidance Rule 

 

Several modifications were carried out to the original proposal for the general anti-

avoidance rule, with the intention of providing more legal certainty by removing the 

possibility for the tax authorities to determine the inexistence of a legal activities for tax 

purposes. However, the tax authorities may still consider the corresponding tax 

consequences derived from the legal acts carried out to obtain a “reasonably expected 

economic benefit” that lack a business reason and generate an indirect or direct tax 

benefit to the taxpayer. 

 

For these purposes, the bill provides that the tax authorities may only apply this 

methodology when obtaining a favorable opinion from a collegiate board comprised by 

officers of the Tax Administration Service (SAT) and the Ministry of Finance (SHCP).  

 

Under this bill, a transaction would lack of business reasons when the quantifiable 

economic benefit is less than the tax benefit obtained, or rather when the reasonably 

expected economic benefit could have been reached with less operations and the tax 

consequences would have been greater.  

 

Disclosure of Tax Planning Schemes 

 

The number of hypotheses that may qualify as tax planning schemes that should be 

disclosed is reduced by limiting the scope of several cases that were broad and general 

(reduced from 29 assumptions to 14, with certain clarifications).  

 

Additionally, the proposal to have the statute of limitations of the tax authorities’ powers 

to determine the omission of taxes extended until such authorities became aware of the 

existence of a reportable tax scheme, or when information reported had been inexact or 

incorrect, was removed. The proposal for an interinstitutional committee to exist to 

review the planning schemes that were reported, to provide an opinion, was also 

removed. 

 

This new framework for mandatory disclosure of tax planning schemes would enter into 

force, if approved, starting on January 2021, with reference to schemes that result in tax 

benefits starting 2020. Also, it is provided that taxpayers (as opposed to tax advisors) 

will be obligated to file the report on tax schemes implemented before 2020, and to the 

extent a tax benefit is reported starting such year.  
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Tax advisors and taxpayers may enter into agreements so that taxpayers file the report 

in any case, instead of the tax advisors. 

 

Joint tax-liability  

 

The original proposal was modified to provide additional cases in which partners or 

shareholders will be jointly liable with the corporation for due taxes, in the proportion of 

their interest held in the company and to the extent of the amount of taxes that ay not 

be guaranteed by the entity’s assets, as follows: 

 

1. When the taxpayer is not found in the registered tax address; 

2. When an omission to pay withheld or collected taxes takes place;  

3. When the entity is included in the list that is referred to in paragraph four of 

Article 69-B, as a consequence of falling under the hypothesis of having issued 

invoices in connection with non-existing operations (Entity that issues invoices 

of simulated operations); 

4. When dealing with entities that take deductions on simulated operations that 

have not proven the acquisition of goods, reception of services or amended its 

tax situation; and 

5. When the taxpayer is included in Article 69-B Bis, as a consequence of falling 

under the hypothesis of transferring tax losses. 

 

For the case of CEOs, general managers and sole administrators, the proposal is not 

modified in the sense that they will be jointly and severally liable for taxes owed or not 

withheld by the entity during their management, in the proportion that is not guaranteed 

with the assets of the legal entity managed, without any exceptions. 

 

Digital certificates for invoicing 

 

Regarding the assumptions under which the authorities may cancel digital certificates for 

issuance of invoices, the bill was modified to provide that when the authorities suspend 

the use of certificates, taxpayers may file for a clarification via e-mail to rectify whatever 

concern the authorities may have, which will result in the digital certificate being 

reactivated almost immediately (on the following day). The digital certificate that is 

reactivated as a consequence of this procedure will remain active throughout the process 

until everything is clarified. If the concern is not resolved, then the digital certificate may 

be cancelled by the tax authorities.  
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Interest-expense deduction limit 

 

As for the limit proposed for the deduction of interest payments, for an amount that does 

not exceed 30% of the adjusted tax profits, several technical adjustments were made. 

The modifications mainly consist in the following: 

 

a) Clarification on how to apply an exempt-amount of $20 million pesos; 

b) The carry-forward period for nondeductible interest (excess) is increased from 

three to ten years; 

c) Members of the financial system are treated as exempt from this limit. 

Upstream and midstream oil and hydrocarbons industries, as well as other 

projects within the extractive industry and for the generation, transmission and 

storage of electricity or water, are also excluded from the application of this 

deduction limit; 

d) Income deriving from activities referred to above and interest deriving from 

public debt are excluded when applying the test;  

e) Consolidation of EBITDA is now allowed, pursuant to rules that will be issued by 

the SAT for such purpose;  

f) Certain rules for taxpayers incurring in losses are included; and 

g) Rules to consider the inflation adjustment are included.  

 

Income tax withholding for leasing of airplanes 

 

The applicable withholding rate for Mexican source income deriving from airplanes rental 

in Mexico is reduced from 5% to 1%, which is the rate that in practice is currently 

applicable based upon the Incentives Decree dated September 26, 2013, for persons that 

use airplanes with a concession or permit issued by the Federal Government to be 

exploited commercially in the transportation of passengers and goods. 

 

VAT withholding on personnel services (outsourcing) 

 

Certain amendments to the proposed regime on outsourcing were carried out in order to 

provide that this obligation will apply when services are received and through such 

services personnel that performs the functions in the facilities of the person that hires 

the services or of a related party of such person are made available to the person that 

hires the services, regardless of the name that is given to the contractual arrangement. 

Payments falling under this regime shall be subject to a VAT withholding tax rate of 6% 

on the value of the consideration. This new concept differs from the concept of 

“outsourcing” included in the Mexican labor legislation, to which this provision was 

originally referred to. 
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Non-object activities for creditable VAT proportion 

 

The proposal that was included in the bill that was filed by the Executive Branch has been 

eliminated, and therefore, the proportion of creditable VAT is not affected if this 

modification is approved. 

 

Digital economy 

 

In general terms, the regime that was proposed by the Executive Branch is maintained 

with certain clarifications. The clarifications that we consider to be the most relevant are 

the following: 

 

a) For income tax purposes, the reforms will enter in force starting June 2020; 

b) The obligation to withhold at a 20% rate is established when the individuals 

that sell goods or render services through trough technological platforms and 

similar means do not provide their taxpayer ID; 

c) Some obligations applicable to Mexican residents who render digital services 

are simplified; 

d) The value added tax applicable to advertising and data storage is removed; 

and 

e) For value added tax purposes, the user should be deemed to be located in 

Mexico when such user provides a phone number with the Mexican area code. 

 

*   *   *   *   *  
 
Mexico City  
 October 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.  

 
 

 
LEGAL NOTICE   

  

ALL RIGHTS RESERVED ©2019, CHEVEZ, RUIZ, ZAMARRIPA Y CIA, S.C., AVENIDA VASCO DE QUIROGA #2121, 4° PISO, COLONIA PEÑA 

BLANCA SANTA FE, DELEGACIÓN ÁLVARO OBREGÓN, CIUDAD DE MÉXICO, MÉXICO.  

   
The entire content (publications, trademarks, copyrights, related rights and all of the Intellectual Property) previously shown, is owned by Chevez, Ruiz, 

Zamarripa y Cia, S.C., same that is protected by the Federal Copyright Law, the Industrial Property Law and the International Treaties in which the Mexican 

State is member.  

   

Any unauthorized use through any means, known or unknown, whether written, digital or printed, will be punished and prosecuted in accordance with the 

applicable law. It is prohibited to copy, edit, reproduce, distribute or any other form of use/exploitation, by any means, without the written permission of 

Chevez, Ruiz, Zamarripa y Cia, S.C. 


