MEXICO – Tax System Overview

	Characteristics
	Portfolio Content

	General

	Revenue authority
	Servicio de Administración Tributaria – SAT (Section TBC)

	Type of tax system 
	· Residents: Worldwide system. (Corporations: Section V.B.; Individuals: Section VII.A.)
· Nonresidents: Specific types of Mexico-source income. (Corporations: Section V.A.3.; Individuals: Section VIII.A.) 

	Residence 
	Corporations: A company is tax resident in Mexico if:
· Its principal center of administration is in Mexico; or
· Its effective place of management is in Mexico. (Section V.A.)

Individuals: An individual is tax resident in Mexico if he or she has established an abode in Mexico. Mexican citizens will be presumed, subject to contrary evidence, to be tax resident in Mexico. (Section VII.B.)

	Basic domestic nexus rule for foreign corporations 
	A company not resident in Mexico is subject to corporation tax only on business income derived through a PE in Mexico, or other specific types of income derived from Mexican sources, such as interest, royalties or rental payments. (Section VI.A.)

	Treaty network
	Mexico has tax treaties with over 60 countries, including the United States, which largely follow the OECD 
Model Tax Convention. (Section XII.B.1.)

MLI signatory: Yes. (Section XII.D.)

For the texts and status of Mexico’s tax treaties, see International Tax Treaties.

	Corporations

	Corporate income tax rate
	Flat rate of 30%. (Section V.M.)

	Withholding tax rates on payments to non-resident companies
	Dividends: 10% (Section VI.D.2.)

Interest: 35% (subject to exceptions) (Section VI.D.3.)

Royalties: 25% (subject to exceptions) (Section VI.D.4.)

For the rates of source country taxation applying under Mexico’s domestic law and tax treaties and the context for their application, see the Withholding Tax Chart.

	Net operating losses carry back/ forward
	Carryback: Not allowed. 

Carryforward: 10 years. (Section V.J.)

	Restrictions on deductibility of interest expenses 
	Yes, generally limited to 30% of a company's or group's EBITDA. This limitation does not apply to the first 20 million pesos of deductible interest for the year. Various other restrictions, including thin capitalization rules (3:1 debt-to-equity-equity ratio), also exist. (Section V.G.) 

	Anti-hybrid mismatch rules
	Yes. (Section V.U.3.a.)

	Incentives (major)
	· R&D: Yes (Section V.N.3.) 
· Patent box: N/A
· Enhanced depreciation/capital allowance: Special one-year deduction for assets acquired for use in certain locations (Section V.H.3)
· Environmental: Credit for electric vehicle charging station development (Section V.N.3.c)
· Other: A range of various investment credits and reliefs are provided for (Section V.N.3, Section V.N.4)

	Participation exemption (or similar regime)
	No, dividends and gains on sales on shares general subject to tax (see Section V.V)

	Tax consolidation
	Certain groups may file consolidated returns. Profits and losses are calculated on a company-by-company basis with losses generated by group members being offset in accordance with specific rules set out in the legislation. Taxation of the difference between the consolidated/integrated taxable income and the taxable income realized without integration will be deferred for three years and updated for inflation. Consolidation is only possible for companies tax resident in Mexico. (Section V.T.)

	M&A regime
	· Tax-free or tax-privileged transaction:  A merger of domestic entities may be accomplished as a tax-free reorganization if certain requirements are met. (Section V.S.)
· Stamp duty/share transfer taxes: N/A
· Limitation on pre-deal NOL carryforwards: Some carry forward subject to conditions (Section V.J)

	OECD Pillar One and Two
	Commitment to adoption expressed. No concrete action taken. (Section IV.G.)

	Controlled foreign company regime
	Yes. (Section XI.)

	Transfer pricing regime
	Yes. (Section V.L.)

Country-by-country report: Yes. (Section V.L.2.c.)

See also Chapter 110 of 6965 T.M., Transfer Pricing: Rules and Practice in Selected Countries (M–P). 

	General anti-avoidance rule (GAAR)
	Yes. (Section IV.E.)

	Mandatory disclosure regime
	Yes. (Section IV.F.)

	Foreign tax relief 
	Relief may be granted by way of a credit (including an indirect credit), subject to an overall limitation, unilaterally or under the terms of a tax treaty. (Section V.N.1. and Section XII.)

	Individuals

	Personal income tax rates 
	Progressive income tax rates, with the maximum rate in 2024 being 35%. (Section VII.E.)

	Equity incentives
	Yes. (Section V.F.9.)

	Foreign tax relief
	Yes, by way of credit either unilaterally or under the terms of a tax treaty. (Section V.N.1. and Section XII.)

	Wealth tax 
Inheritance tax 
Gift tax
	· No wealth tax.
· No inheritance tax.
· No gift tax.
(Section IX.)

	Exit taxes
	No.

	Other Taxes

	VAT/GST/Sales tax 
	VAT is charged at a standard rate of 16%. (Section X.A.4.)

There is no VAT registration threshold in Mexico. 

For further research on Mexico’s VAT system, see also the VAT Navigator.

	Digital services tax 
	Nonresident digital service providers rendering services in Mexico are required to charge, collect, and remit VAT on certain digital services deemed to be provided in Mexico and satisfy applicable reporting obligations. (Section X.A.15.)

	Local taxes 
	State transfer tax on acquisition of real property (Section X.C.1.); annual real estate property tax. (Section X.C.2.)

	Administrative

	Standard tax return filing date 
	· Annual Corporate Income Tax Return: by March 31 of the year following the relevant year of assessment. (Section V.O.1.)
· Monthly Estimated Tax Return: by the 17th day of each month. (Section V.O.2.)
· Individual Income Tax Return: by April 30 of the year following the relevant year of assessment. (Section VII.F.1.) 

	Limitation period for assessment
	· Five years from the day after the return was filed. (Section IV.B.)
· 10 years from the day after the return was filed if the taxpayer fails to comply with his or her obligations or if the taxpayer has losses carried forward from an earlier accounting period. (Section IV.B.)

	Advance tax rulings
	Yes. A private ruling issued by the Ministry of Finance and Public Credit (Secretaría de Hacienda y Crédito Público – SHCM) is considered binding on SHCM only in relation to the taxpayer who requested it. The rulings are generally valid only in the tax year for which they are granted, however, it is possible to request an extension. (Section IV.A.3.)


      

