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HIGHLIGHTS OF AMENDMENTS TO THE MEXICAN TAX LAWS 
 
 
  On June 22, 2006 the Official Daily published the “Decree that Amends and 
Adds Various Provisions of the Organic Law of the Federal Mortgage Association and the 
Value Added Tax Law,” through which a minor change was made to services exempt from 
value added tax. 
 
  In addition, after over two years of discussion among the various political 
parties and two months subsequent to having been passed by Congress, the 
modifications to the Fiscal Code were finally published in the Official Daily of June 28, 
2006, together with other minor changes to various fiscal statutes, contained in the 
“Decree that Amends, Adds, Derogates and Establishes Various Provisions of the Federal 
Fiscal Code, the Income Tax Law, the Value Added Tax Law and the Law of the Special 
Tax on Production and Services.” 
 
  Nevertheless, due to the protracted discussion of the Fiscal Code, several 
modifications made to the same are now outdated because other fiscal statutes have 
been modified subsequent to the date the modifications being discussed herein were first 
proposed, which in some cases could mean that the tax changes passed would no longer 
be applicable, due to the supplemental character of the Fiscal Code or else that in other 
cases distortions and loopholes would be generated when analyzing the provisions of the 
Fiscal Code, together with the specific fiscal laws. 
 
  Among the most important topics discussed and approved in the reforms 
package commented on herein are those related to the tax residence of natural and legal 
persons, various modifications to refunds and compensations, requirements and 
procedures for orders to make inspection visits, modifications to the time limits for filing 
defense measures, new infringements and fines. 
 
  The government or judicial authorities may not share the comments made 
in this issue of Tópicos Fiscales, consequently they should not be considered as 
professional advice, since it is necessary to analyze each case on an individual basis. 
 
  The following pages contain our comments on a selection of the most 
important aspects of the amended laws, as listed in the following index. 
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FEDERAL FISCAL CODE 
 

Residence 
 
Natural Persons 
 
  It has been established that natural persons who are Mexican citizens who 
demonstrate that their tax residency has been changed to a country or territory where 
their income is subject to a preferential tax regime will continue to qualify as Mexican 
residents during the fiscal year in which they submit the notification of the change in their 
tax residence and for the following three fiscal years, except when the country where they 
evidence their new tax residence has entered into an agreement for the broad exchange 
of information with Mexico. 
 
  The criticism may be made that it is assumed, and no proof to the contrary 
is accepted, that when taxpayers change their residence to a country in which their 
income is subject to a preferential tax treatment, the only reason behind it is tax driven, 
when there could be other reasons for this change, thus consequences seem excessive. 
 
  In our opinion, this tax provision could generate serious problems for 
taxpayers, as would be the case of persons who change their tax residence to a country 
where income is subject to a preferential tax regime and with which Mexico has not 
entered into an agreement for broad exchange of information. As a result, these 
taxpayers continue to qualify as Mexican residents for the three subsequent fiscal years, 
regardless of the fact that they might once again change their tax residence but to a 
country with which Mexico has in fact entered into an agreement for the broad exchange 
of information, which could generate problems related to a double tax residence. 
 
  We consider that the new provision may violate the constitutional 
guarantees because there is no legal certainty for the taxpayer as to whether income 
obtained in the country or territory to which he has changed its residence would 
ultimately qualify as income subject to a preferential tax regime in accordance with the 
new criteria set forth in the new Income Tax Law. 
 
Legal Persons 
 
  The reference to the place where an organization is incorporated has been 
eliminated as a criterion for residence in Mexico for legal persons, so that the only 
reference remaining is the location of the main administrative office or seat of effective 
management. 
 
  In this respect, there is no transitional article establishing the rules for 
applying this new criterion, which could generate uncertainty for those legal persons that 
had been considered residents in Mexico, due to having incorporated their organizations 
under Mexican laws and that do not have their main administration office or seat of 
effective management in Mexico, which could even imply a violation of the guarantee of 
the non-retroactivity of the law, when it is considered that this type of legal person is 
liquidated, under the terms of the Income Tax Law. 
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Computation of Time Periods 
 
  The provision that contains the rules for computing the time periods 
specified in days for tax purposes has been modified, adapting this provision to the 
recent changes to the Federal Labor Law related to non-business days. 
 
  When this change enters into effect, instead of excluding February 5, March 
21 and November 20 from those time periods specified in days, the days that will no 
longer be considered as business days are the first Monday of February, the third Monday 
of March and the third Monday of November. 
 
Queries on Real and Concrete Situations 
 
  The precept that requires that the tax authorities reply to private 
individuals’ inquiries on real and concrete situations has been changed so that now the 
authorities will only be required to do so when the inquiries are not the basis for 
administrative or jurisdictional means of defense filed by the same parties making the 
inquiries. 
 
  It has also been established that if during a tax inspection the parties 
subject to the same make inquiries to the tax authorities on the tax provisions, the very 
compliance of which is being examined, the three-month term given to the authorities to 
respond to the same will be suspended until after the tax inspection authorities have 
issued the respective resolution or, as the case may be, the six-month period they are 
given to do so has elapsed. 
 
  We understand that the objective of this modification is to avoid the 
issuance of contradictory criteria by the different tax consulting and SAT audit areas with 
respect to a particular situation submitted by a taxpayer that is being audited. 
 
  Nevertheless, our criticism is that in these cases it is the inquiry process 
that is suspended, not the tax audit; furthermore, the consultation area should be the one 
that defines how the tax provisions should be applied in these cases, since this is how the 
respective internal regulations have assigned the jurisdiction. 
 
  We consider it is improper to suspend the aforementioned term, in those 
cases where the tax inspection authorities, in the end do not issue a resolution defining 
the tax situation subject to inquiry or that, having issued the same, the resolution does 
not specifically refer to the real and concrete situation expounded by the taxpayer, since 
this directly affects the taxpayer’s right to the timely resolution of the inquiries he made.  
 
Contracts with Federal Government Agencies 
 
  The amended provisions stipulate presumptive situations whereby Federal 
Government and Centralized and Decentralized Government Agencies, as well as the 
Federal Attorney General’s Office may not contract acquisitions, leases, services or the 
performance of public works with private parties, particularly with taxpayers that are not 
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registered in the Federal Registry of Taxpayers, that, have not complied with filing returns 
that are due (excluding the case of information returns), that have tax deficiency 
assessments pending payment or guaranteed in one of the ways established by the Fiscal 
Code, regardless of whether or not the assessment of such deficiencies is final. 
 
  Although it is proper to establish precise criteria stating when the Federal 
Government may not contract this type of operations, since previously it had only been 
established that private parties could not enter into these contracts if they had not kept 
up to date with their tax obligations, without precisely indicating what should be 
understood by tax obligations, we consider that some of the presumptive situations are 
extreme, such as that related to tax deficiency assessments that are not final, since in 
this case the Federal Government would not be allowed to enter into contracts with 
private parties, despite the fact that subsequently these parties could obtain a resolution 
that would annul the tax deficiency assessment in question or the tax deficiency is minor. 
 
Publication of Criteria 
 
  The tax authorities have been given new powers to enhance compliance with 
its prerogatives, that consists of periodically making known in the Official Daily their non-
linkage criteria of the tax and customs provisions. 
 
  As indicated in the Report of Approval issued by the Chamber of Deputies 
on the Bill for Reform, the objective of this provision is for the authorities to periodically 
disclose the criteria used for interpreting the tax provisions they consider harmful to the 
interests of public finance, so as to alert taxpayers of the different practices that 
constitute tax evasion that have been detected and punished by the tax authorities, in 
order to promote taxpayers’ due compliance with their tax obligations. 
 
  However, the wording of this provision implies that it applies not only to the 
interpretation criteria that SAT considers harmful, which they have already been 
disclosing unofficially through the SAT internet page, but also to any other criterion the 
authorities may sustain, despite that such criterion may not be mandatory to taxpayers 
but that nonetheless has implications related to compliance with tax and customs 
obligations, even when these are favorable for private parties. 
 
 

VALUE ADDED TAX LAW 
 
Exempt Services 
 
  Services not subject to this tax include contracting of insurance on housing 
loans, as well as financial guarantee insurance, when the latter is related to insure 
financial operations used to finance certain housing mortgage loans. 
 
Information Returns 
 
  A change has been made to taxpayers’ value added tax obligations with 
respect to filing information returns on tax withholdings made. Now they are required to 
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file monthly returns with the tax authorities, using the electronic forms and media 
established for this purpose. Prior to the changes, they were required to file an annual 
return in February to report information on withholdings. 
 
  A new requirement is introduced for parties paying value added tax, to 
make a monthly report on their operations with suppliers, in which they must list 
payments, withholdings, the crediting and transfer of this tax, itemizing the amounts for 
the acts or activities stating the rate at which they passed on the tax or the tax was 
passed on to them, including activities for which this tax is not payable. 
 
  Transitional provisions establish that taxpayers are required to start filing 
this monthly information as of October 17, 2006. 
 
  As stated in the Preamble to the Law, the purpose of the modification is to 
motivate taxpayers to comply with their obligations by providing better services, as well 
as having timely information on the persons and items for which they file value added tax 
returns on tax credits, amounts passed on to clients, rates, customers, suppliers, thus 
increasing the taxpayers base and strengthen effective governmental supervision. 
 
  We consider that although the changes are directed to providing better tools 
to the tax authorities for inspecting taxpayers, the changes are contrary to the 
administrative simplification the Federal Government wishes to achieve, since these 
changes will generate a significant administrative workload for taxpayers. 
 
 

SPECIAL TAX ON PRODUCTION AND SERVICES LAW 
 
Information Returns 
 
  When this modification enters into effect, the manufacturers, producers and 
bottlers of alcohol, denatured alcohol, non-crystallizable honey, and alcoholic beverages 
will be required to supply information to the tax authorities in January of each year, 
related to any storage equipment and containers they may have used. 
 
 

* * * 
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