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I. Mexico: The Country, Its People and Legal System
A. Mexico — The Country and Its Government
1. The Country 
Mexico is a federal republic comprising 31 states and the national capital, Mexico City (previously known as the Federal District), which is a special political division that belongs to the collective federation. It is bordered by the United States to the north, the Pacific Ocean to the west, Guatemala and Belize to the South, and the Gulf of Mexico and the Antilles Sea to the east. With an area of approximately 760,000 square miles, Mexico is the 13th largest country in the world.
The official language of Mexico is Spanish, but in certain areas Indigenous dialects are still spoken. 
2. Political/Government Organization
According to the Mexican Constitution, which was enacted in 1917, the organization of the federal government follows the principle of separation of powers, as does the organization of the state (and local) governments. The municipalities in the states have a certain degree of administrative and financial autonomy, but in general are subordinated under the Constitution to state laws.
Similar to the federal system of governance in the United States, legislative power is exercised by a bicameral Congress of the Union (Congreso de la Unión), comprising the Chamber of Deputies, with 500 members that are elected for three-year terms, and the Senate, with 128 members (four senators from each state and Mexico City) who are elected for six-year terms. Legislators can serve a maximum of 12 consecutive years in office. The executive power is exercised by the president, who is elected for a single six-year term (without re-election). The cabinet of the executive branch includes an attorney general and 17 state ministers; there is no vice president. The judicial power is exercised by the Supreme Court of Justice, circuit tribunals and district courts. 
Per the Mexican Constitution, the state governments are structured along the lines of the federal government, with the executive led by an elected governor (who also serves a single six-year term) and appointed cabinet, alongside a legislature, which in contrast is represented by a unicameral assembly (Chamber of Deputies), and judiciary. 
B. Tax Administration
The Tax Administration Service (Servicio de Administracion Tributaria, “SAT”) is a decentralized agency of the Ministry of Finance and Credit. The SAT has a director appointed by the president and approved by the senate, which leads the agency. The SAT is responsible for the implementation and enforcement of the tax and customs legislation.
Within the SAT, there are divisions for large taxpayers, for customs and other groups.
C.  Sources of Law
1. Statutes
The authority to introduce bills for consideration by the federal Congress is shared between the executive and legislative branches, each of which has well-defined areas of jurisdiction. In practice, however, almost all bills are introduced at the behest of the executive branch. Following debate and consideration in the appropriate chamber, a bill is voted upon and must be passed by a majority vote in each house of the Congress before it can be submitted to the president to be signed into law, returned for revision, or vetoed. Once a bill is signed into law, the president orders its publication in the Official Journal of the Federation (Diario de la Federación). Before any law, legislative pronouncement, or regulation can take legal effect, it must be published in the Official Journal. 
2. Court System
Mexico is a civil law jurisdiction, with a federal-state shared judicial system that is based primarily on Spanish civil law. 
Beneath the Supreme Court of Justice, whose justices are appointed and confirmed by the executive and legislative branches, there are three levels of federal courts, comprised of 12 circuit (appellate) courts, district courts (courts of first instance) and jury courts. Rulings of the Supreme Court cannot generally be applied beyond an individual case at hand. Outside of this federal structure are special courts to handle cases dealing with matters such as taxation and labor law. This structure is essentially replicated at the level of the state judiciary, which is headed by a Superior Court of Justice, in whose jurisdiction lie matters that do not otherwise come within the purview of the federal government. 
3. Arbitration
Mexico generally does not allow for arbitration on tax matters and has consistently avoided being subject to mandatory arbitration. Mexico has excluded mandatory arbitration from its tax treaties and did not elect to adopt the provisions on arbitration in the Multilateral Convention to Implement Tax Treaty Related Measures to Prevent Base Erosion and Profit Shifting (MLI). 
In the context of domestic tax audits, although this does not constitute a formal arbitration process, a taxpayer may request a “conclusive agreement” with the assistance of the Mexican tax ombudsman (Procuraduria de la Defensa del Contribuyente or Prodecon). Under this process, the Prodecon works with the taxpayer and the tax authorities to review and come to an agreement as to the issues involved in potential tax assessments. The Prodecon is independent of the tax administration and in general is charged with protecting the rights of taxpayers.
As regards international matters, Mexico does not include mandatory arbitration clauses in its tax treaties. However, in certain treaties such as the Mexico-Canada, -Singapore, -United Kingdom and United States treaties, Mexico has accepted arbitration as an optional voluntary dispute resolution alternative. Consequently, most cross border controversies require the initiation of a mutual agreement procedure (MAP) in addition to Mexican tax procedures. 
