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GENERAL REMARKS 

 

Mexico is currently one of the countries with the largest network of tax and information exchange 
treaties and trade agreements, which brings it into the list of the largest and most open economies in 
the world with only a handful of strategic sectors no yet open to private investment. 
 
Mexico has kept its fiscal and monetary policies under strict discipline, a situation that has maintained 
the country with an adequate macroeconomic position and suitable for an investment from that 
perspective, as well as maintaining an “investment grade” from the international financial community. 
 
After decelerating in 2016, 2% growth, the pace of economic activity is projected to pick up to 2.5% 
growth in 2017, mainly reflecting stronger exports. Improved business confidence will support the 
upturn investment. The very significant cross-border commercial and investment interaction with the 
rest of the economies in the current globalized environment, may also allow significant opportunities to 
invest or trade with Mexico. 

 

Consistent with its fiscal and monetary policies, Mexico has opened its doors to foreign investment, 
providing incentives for the creation of jobs and most of the 32 states offer local investment incentives 
in their jurisdictions.   
 
Renegotiation of Free Trade Agreement with United States and Canada makes rules unclear. This 
has created incertitude, but does not represent a break for Foreign Direct Investment or lose of 
interest from Swiss Small and Medium Size Enterprises. 
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CUSTOMS 

 

Mexico is a member of the Trade World Organization, the Asia Pacific Economic Cooperation 

Mechanism (APEC), and the Organization for the Economic Cooperation and Development (OECD). 

Mexico has signed thirteen Free Trade Agreements (FTA’S) witch provide for preferential Duty rates 

on foreign trade operations with 51 countries, plus 30 agreements to promote and protect Foreign 

Investment (APPRI’s) and 9 commercial agreements under ALADI. 

 

Trade agreements are in effect with the United States and Canada (NAFTA), The European Union 

(EU), EFTA countries (Switzerland, Iceland, Liechtenstein and Norway), Colombia, Guatemala, 

Honduras, El Salvador, Nicaragua, Costa Rica, Chile, Bolivia, Uruguay, Israel, Japan. Mexico is a 

member of the World Trade Organization (WTO) and, as such, is streamlining or eliminating trade 

barriers. 

 

General Import Duty rates range from 0% to 35%, but most imports fall within the range of 10% to 20 

% (exceptionally certain food products, shoes and textiles pay higher duties). 

Temporary imports are exempt from duties (except for fixed assets). However if certain requirements 

are met, it is possible to obtain an automatic tax credit for such VAT. Mexico offers information 

through official and private commercial delegates worldwide.  

 

Import Duties 

Tariff classification, since the 1980’s Mexico adopted the Harmonized Tariff System (HTS) for 

merchandise classification and codification, making its import/export classification systems compatible 

with those of most countries with which it commonly trades.  

The current Import/Export tariff law has been in place since 2007 with some tariff code 

reclassifications and a general reduction in the duties. 

 

Rates 

Import duty rates range from 0% to 35%, however most taxable merchandise fall within the rate to 3% 

to 20%. Higher rates apply to different type of goods and to import form certain countries ranging from 

30% to 260%. Examples of these goods include; fabrics, leather, malt, beans, crabs, live chickens and 

hens, coffee based extracts and extracts for juices. Compensatory quotas can raise duties up to 

500%. 

 

Especial rates and customs associations  

Mexico has signed 13 Free Trade Agreements. These FTA’s require Mexico apply special duty rates 

from this 45 countries. Additionally some preferences are provided in the form import duty reductions 

pursuant to per country bilateral trade agreement signed under the Latin American Integration 

Association (ALADI). 
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Furthermore, Mexico signed Economic Cooperation Agreements with Brazil, Argentina and Paraguay 

under the MERCOSUR (South America Common Market). 

 

All preferential customs rates may be requested by the importer if a certificate of origin is submitted 

before customs.  

 

In addition the Ministry of Economy maintain Sectorial Relief Programs (SRP’s) since 2001. 

SRP’s are designed to support domestic manufacturers by allowing them to import components, raw 

material and equipment under a preferential import duty rate, regardless of their origin, provided that 

such items are used in the production authorized by the corresponding SRP’s (most duty rates 

granted under these programs range from 0% to 5%). 

 

Other Taxes 

Merchandise whose sale or production within Mexico is subject to excise, production or other indirect 

taxes is also subject to these taxes on import. Usually, the taxable base for the calculation of these 

taxes is the customs value (transaction value plus related expenses), plus import duties. The 

expenses refer to those expenses paid abroad and related to the importation (for example freight 

insurance). Additionally most imports on tangible goods are subject to Added Value Tax (VAT) at the 

rate that applies to domestic sales 16%. 

 

Other Charges 

In addition to import duties, the special production or excise taxes and VAT are payable on imports. 

There are some countervailing duties for certain goods. Also a customs processing fee is payable 

along with the import declaration. This fee is calculated depending on the type on import. For 

example, in the case of permanent or definitive imports the fee is .008 of the customs value of the 

goods.  

 

Customs law 

Customs law in effect as from 1996 was designed to provide legal certainty, promote investment 

exports and to comply with the international commitments undertaken by Mexico. This law 

incorporates a number of tax rules an operational authorization on specific international operations. 

 

Customs Valuation 

The customs valuation on merchandise to determine its taxable is generally the transaction value of 

the goods, which is the value, actually paid for the goods. In this sense Mexico has adopted the 

valuation agreement approved by the TWO. Consequently, if a financial, commercial or other type of 

relationship exists, between the foreign supplier and the Mexican importer (related parties), free 

competitive conditions must be satisfied.  
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Review Procedures 

Customs authorities are empowered to review any import and export operation and to carry out 

physical inspections of merchandise, wherever they are located within the Mexican territory. 

Moreover, it is common to request information or support of the legal status of any foreign 

merchandise (including machinery and equipment). Therefore strict record keeping is recommended. 

 

Fines and other Penalties 

Noncompliance with customs rules is severely punished in Mexico. Penalties include confiscation of 

merchandise without possibility of recover in extreme situations, late pay payment penalties and 

assessment of omitted duties plus fines of up to 100% of the value of the goods may apply, in the 

worst case scenario, along with criminal prosecution. 

 

Customs and Storage 

The customs handling system uses a computerized tracking and traffic control system, including 

warehousing. Customs and storage are adequate and secure.  

 

Regular customs clearance should be made by the importer within two day up to two months, 

depending of the type of the good and arrival location. 

 

Shipments are subject to be declared as abandonment, after the dead line stated above. Customs 

authorities will grant a 15 working day period for customs clearance. Once this second period expires, 

the property is automatically transferred to the Mexican government.  

  

 

 

IMPORT AND EXPORT REGULATIONS 

 

In the 1900 Mexico liberalized most import restrictions previously existed and considered 

internationally as trade restrictions. These actions included significant reductions of import duties and 

elimination of prior import permits for most merchandised listed in the General Import Duty Tariffs. 

 

Certain imports and exports are subject to regulations by the Ministry of the Environment and Natural 

Resources (SEMARNAT).  Some imported products must receive sanitary or phytosanitary 

authorizations issued by the Ministry of Health (MH). There are also rules stablishing the 

classifications of goods whose importation is subject to regulation by the Commission for the Control 

of Pesticides, Fertilizers and Toxic substances.  

 

Any special import license, when required should always be obtained before the arrival of 

merchandise at the Mexican Customs Office and presented at the time of customs clearance. Regular 

importers and exporters must be registered as a tax payer. 
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Aside from a customs declaration (pedimento), that is required for the customs clearance of goods, 

other documents that should be attached are the commercial invoice, freight and insurance. If the 

goods are imported from a country which with Mexico has a Free Trade Agreement, a “certificate of 

origin” of the goods is required in order to apply for preferential duties. 

 

Foods and Drugs 

In accordance on the general law on Health and numerous specific regulatory decrees, all types of 

prepared and package foods, meat, beverages, medicines and related products must be approved 

and register with the MH, which is authorized to make continuing follow-up, inspections and laboratory 

tests at its discretion. Products of the type required approval and registration may not be imported 

unless they were previously registered with the MH. In some cases imports require specific 

authorization.  

 

Patents and Trade marks  

Industrial property is regulated by the Industry Property Law enacted in June 1991. This law regulates 

among other things, patents, trademarks, industrial designs, licences, slogans, franchises, etc. It is not 

necessary to submit for prior approval and registration contacts for the use of patents, trademarks or 

trade names or for providing technical assistance or know-how. However for due protection of patents, 

trademarks and copyrights, license agreements and these should be registered with the proper 

Mexican Authorities, particularity to ensure the enforceability vis-a-vis third parties.  

 

With respect to Exports, Mexico has made significant efforts to encourage companies to export 

manufactured goods by developing certain government programs including, temporary duty free 

imports to be integrated into exported goods, financing programs and simplifications of official export 

procedures. Today Mexico is considered an international trade hub, because of its 13 Free Trade 

Agreements signed with the world‘s leading economies. 

 

Mexico provides some incentives for exporters, the main tax incentive is the zero rate of value added 

tax (VAT) applicable to exports and the consequence right to the refund of the VAT charged by others 

on materials, supplies and services used in the production of exports or the credit of such chargers 

against a company VAT liability for its activities subject to the tax. 
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CURRENCY REGULATIONS 

 

Currency Import regulations 
Local currency (Peso-MXN): up to an equivalent of USD 10,000. Higher amounts must be declared, 
foreign currencies: any amount must be declared on arrival. Exchange into local currency is only 
allowed at authorized banks. Non-residents can exchange amounts as necessary for their own 
expenses. Only freely convertible currencies will be accepted by the banks.  
 
Currency Export regulations 
Residents and Mexican nationals: local currency (Peso-MXN): up to an equivalent of USD 10,000 
foreign currencies: unlimited. Airport exchange offices will sell a minimum of USD 1,000 and up to 
USD 3,000 per trip abroad. Additional amounts for business trips, medical purposes etc. Must be 
obtained from Banco de Mexico.  
 
Non-residents other than Mexican nationals: local currency: up to an equivalent of USD 10,000 foreign 
currencies: unused amounts previously declared upon arrival. 

 

 

 

REGISTRATION PROCEDURE FOR PRODUCTS 

 
Drug Registration in Mexico 

The formal application process starts when a pharmaceutical company takes the compilation of 

documents known as the application dossier to the COFEPRIS office. The reviewers at the 

COFEPRIS will read everything very thoroughly and will address any question they might have about 

the data on the dossier in the form of a letter, commonly called deficiency letter, officially called 

prevención in Mexico. Deficiency letters are not always issued, and most of them can be avoided by 

following all the guidelines, submitting complete information, and avoiding common silly mistakes. 

 

If your product falls into the category of ‘new molecule’, you have to request a meeting with the New 

Molecule Committee before submitting the application. 

 

 These are the cases in which you drug will be considered a “New Molecule” 

 New drug substances (new in the world or new for Mexico) 

 New combinations of drug substances (for Mexico) 

 New indications 

 Other special cases (e.g. similar bio therapeutic products) 
 

Just a year ago, an average application could take anything between 1 and 4 years to be reviewed 

and approved. With some key changes implemented lately, such as the pre-revision process by Third 

Authorized Parties, or the Agreement for Innovation, timelines are decreasing dramatically, to just 

some months to a year. 

The marketing authorization is granted for a period of five years. Submission for registration renewal 

must be filed at least 6 months before expiry. 
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The structure of the submission dossier will depend on the type of product that it is intended to be 

registered. 

 

 

New Molecules 
 
Module I. Legal/Administrative information 
Module II. Quality information 
Module III. Preclinical studies 
Module IV. Clinical studies 
 
Generic drugs 
Module I. Legal/Administrative information 
Module II. Quality information 
Module III. Bioavailability and/or bioequivalence 
 
Vaccines 
Module I. Legal/Administrative information 
Module II. Quality information 
Module III. Preclinical studies 
Module IV. Clinical studies 
 
Orphan drugs 
Module I. Legal/Administrative information 
Module II. Quality information 
Module III. Justification of ‘orphan drug’ status 
Module IV. Preclinical studies 
 
Module V. Clinical studies 

 

Patents 

In general patents are issued for a non-extendable term of 20 years from the day of issue, considering 

that the legal date of the patent will be the date on which the application was filed. Holders of the 

Mexican patens are required to commence the exploitation of their patents within 3 years after they 

are issued, except when the holder of patent has been importing the patented product or a product 

obtained through the use of a patented process. Otherwise unless technical or financial just cause can 

be proven; an obligatory non-exclusive license to use the patent may be authorized by the Mexican 

Institute of Industrial Property upon request. In this case the amount of Royalties payable and other 

terms for such a licence will be specified by the authorities. This license will expire if two years have 

elapsed since it was granted and the holder does not exploit it or prove reasonable cause for not 

exploiting it.  

 

Trademarks 

Under the law trademarks may be registered for a period of ten years, renewable every ten years. 

Proof of actual use of trademark within at least three years after it was registered must be furnished to 

the Mexican Institute of Industrial Property, or the registration will be considered to have lapsed.  
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STANDARDS, TECHNICAL RULES, LABELLING REGULATIONS 

 

The regulations applicable to labels contemplate that the minimum required information to be included 

on the label is as follows: 

 

 Description of the goods 

 Importers name and address 

 Warnings or precautionary information in the case of Hazardous products 

 Instructions for use and storage 

 Expiration date if applicable  

 

In the case of imports, Economy Ministry requires the importer to relabel the products, to include in 

Spanish, the relevant information about the content of the product, name and country of origin of the 

producer, and information about the importer, port of entry, etc. Additionally all the imported 

merchandise should meet minimum sanitary and safety standards. Finally, a wide variety of products 

must comply with the Mexican standards of Quality, referred to as Mexican Official Norms (NOMS). 

 

 

 

TAXES 

 

The principal taxes payable by Commercial and Industrial Enterprises operating in Mexico, and in 

certain cases, by foreign companies and individuals, are those levied by the federal government. 

State and Municipal have more limited tax powers and also receive allocation of some federal taxes 

collected with their borders. The principal taxes are as follows: 

 

1. Federal Taxes 
a) Income Tax 
b) Value Added Tax 
c) Customs Duties 
d) Payroll taxes, mainly social security 

 
 

2. Local Taxes 
a) On real Property 
b) On Salaries 

 

In addition to these there are number of special federal taxes, such as excise taxes on specific 

products and services, including high-caloric, density food, soft drinks, alcoholic beverages, cigarettes 



 

Switzerland Global Enterprise – Legal Provisions 

9/20 

and gasoline. Transfer or real state is subject to a state tax on acquisition of real property. The states 

are not authorized to levy general corporate income taxes, although some states levy a tax on salaries 

and professional fees on the employer or payer.  

 

 

 

COMMERCIAL LAW 

 

The Mexican general law of commercial companies (“GLCC”) regulates various forms of business 

organizations. The “GLCC”, regulates not only the requirements for their incorporation, but also sets 

forth their corporate governance directives. Relevant and commonly used forms in business 

organizations regulated in “GLCC”, includes: 

 

 Corporations (“Sociedad Anonima, or S.A or Sociedad Anonima de Capital Variable S.A de 
C.V”; hereinandafter collectively referred to as “Corporations”). 
 

 Limited Liability Companies (Sociedad de Responsabilidad Limitada or S. de R.L) or 
Sociedad de Responsabilidad Limitada de Capital Variable, S. de R.L.C.V 
 
 

 Partnerships (Sociedades de Nombre Colectivo or Sociedad de Nombre Colectivo de Capital 
Variable). 

 

Foreign companies do not usually used partnerships as their investments vehicles, in Mexico due to 

the fact that such investment vehicles do not provide limitation to liability of its partners. Corporations 

are by far the most common form of business organization used. 

 

In addition the security market law contemplates the following form of business organizations: 

 

 Investment Development Corporations ( Sociedades Anónimas Promotoras de Inversión or 
“SAPI’s”). 
 

 Security Investment Development Corporations ( Sociedades Anónimas Promotoras de 
Inversión Bursátil or “SABI’s”). 

 

 Publicly held corporations (Sociedades Anónimas Bursátiles or SAB’s). 
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SETTING UP COMPANIES 

 
Setting Up a Branch or a Company  
Such choice is based on the business plan of the operation in Mexico. 
 
Branch when is recommendable 
It is best to establish a Branch Office when the operation in Mexico is just for promoting activities, 
market research, or coordination of distributors, without generating business income.   
 
A Branch Office allows hiring personnel and giving them standard benefits. In this case the employees 
of a Branch will not be delivering products or providing services in Mexico, because these activities 
will be considered “business” activities and are subject to taxes and further business registrations. 
 
Nevertheless a Branch will also have its own accounting and abide by the Mexican tax and general 
legislation. 
 
Even though a Branch will not perform business, it will have to withhold taxes and cover social 
security quotas for its employees. 
 
Otherwise if the plan is to have a business operation in Mexico, where: (i) its employees will be 
invoicing for their services, (ii) sales will be made in Mexico, or (iii) deliveries will be taking place in 
Mexico, then is better to establish a Mexican company.  
 
Such Mexican Company will enter into business, send dividends and be subject to statutory 
registrations. 
 
Mexican Company when is recommendable  
A Mexican Company (subsidiary) is recommendable in a hands-on operation where local business will 
take place.  Here the Mexican Company will be importing its products, provide local services, have a 
warehouse, sell to its distributors, sell directly to some clients, and generate income from its activities 
in Mexico. 
 
Liabilities (Civil, Tax, Labor) 
A Branch will make its Principal Office Abroad totally responsible for what will happen in Mexico. On 
the other hand, if business activities will be performed in Mexico, a Mexican Company will protect its 
Principal Office Abroad from tax, labor and tort liabilities (except for product liability) in Mexico derived 
from local activities. 
   
This is because a Mexican Company will be a different entity from its Principal Office Abroad, and 
therefore any liability or claim by any third party, will remain in Mexico and will not the Office Abroad.    
 
If the intention of the Branch is not to perform business activities in Mexico, but just promotion and 
coordination of distributors, then the liabilities mentioned will not be an issue. 
 
Timing for establishing a Branch or a Mexican Company  
Nowadays the timing, and procedures, to establish either a Branch or Mexican Company are similar.   
 
Both will take between 3 to 5 weeks depending upon how fast the documents and information needed 
from the Principal Office Abroad are ready. 
 
Both will require sending the following: 
 

 Evidence of the existence of the Principal Company Abroad 

 Powers of attorney in favor of local agents to establish the Branch or incorporate the Mexican 
Company  
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 Further powers to register the Branch or Company before the Tax, Foreign Investments and 
Commercial Registries  

 Perform tax filings  

 Open bank accounts 
 
Resolutions Effective in Mexico for Branches and Mexican Companies  
 
It is slightly more burdensome to validate in Mexico resolutions or appointments of agents for a 
Branch, since the corresponding corporate resolutions will need to take place at Principal Office 
Abroad and thereafter be validated in Mexico.     
 
Such corporate resolutions at Principal Office will have to be formalized before a notary abroad and 
legalized in the country of origin (apostille) to have effects in Mexico.     
 
Thereafter is necessary to obtain in Mexico a court certified translation into Spanish of such 
Resolution and Legalization Documents; then notarize them in Mexico, and, further register them at 
the Registry of Commerce.  
 
The foregoing steps will require around 4 (weeks) weeks. However delays can occur for government 
filings, claims or litigations. 
 
In a Mexican Company, most times the corporate resolutions just require 3 to 4 days.  They simply 
require preparing local paper minutes with the corporate resolutions, obtain the signed proxies from 
shareholders/partners abroad by e-mail, take the Minutes to a Mexican Notary, and further file for 
registration at the commercial registry.  It is also less costly. 
 
 
Establishing a Mexican Company  
Most common types of companies are either a:  
 

a) Limited Liability Company ("Sociedad de Responsabilidad Limitada" or "SRL"). Is like a 
closely held corporation for a close group of owners (partners). 

 
b) Limited Liability Stock Corporation ("Sociedad Anónima" or "SA"). Is a stock corporation with 

diverse owners (shareholders).    
 
Recently another modality of a Limited Liability Stock Corporation has been used.  This is the 
Investment Promotion Stock Corporation (“Sociedad Anónima Promotora de Inversion” or “SAPI”).  
This entity allows minority shareholder groups to have more control on corporate decisions. 
 
All these companies may be of Variable Capital ("Capital Variable” or “CV”) so by simple a 
Stockholders'/Partners' Meetings they can increase or decrease the capital equity, without 
government registration. 
 
In any case, both the Companies have the following characteristics:  
 

 The shareholder’s/partners' liability is limited to their capital equity contribution  

 The directors are liable for loyal and diligent administration of the Company (they can live 
abroad) 

 Must have at least two shareholder/partners (can be foreigners)   

 Those partners/shareholders could be entities or individuals.  For example, one can have 
99.99% and the other 00.01% of the equity. 

 
Main differences: 
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 The SA can quote at the Mexican Stock Exchange, but not the SRL 

 The SRL is a closely held company and appropriate for a single owner. There is no exchange 
controls in Mexico. Any repatriation of dividends, and any other transfers of monies (e.g.: 
interest or royalties) are possible 
 

Labor Risk – Additional Services Company/Outsourcing 
If the Mexican Company will have several employees, aside from a general manager, it is advisable to 
establish an additional services corporation.     
 
The additional "Services" company will avoid the obligatory Profit Sharing Distribution of 10%, and will 
help to insulate the labor risks of the "Operating" company.  
 
In this additional services/outsourcing company scenario, the Operating Company will generate the 
income, and the Services Company will have the employees and provide services to the Operating 
Company and its clients. Some companies prefer to hire a third party outsourcing company for such 
purpose. 
 
Outsourcing Rules 
Outsourcing is not allowed when a Company deliberately transfers all of its employees to an 
Outsourcing Contractor in order to reduce its employees’ labor rights. 
 
The Outsourcing Contractor cannot cover tasks that are equal or similar to those tasks already 
performed by employees at the Company-Client. Therefore they can have a Manager and the 
Outsourcing Contractor can keep all the sales force. 
 
The Outsourcing Contractor has to supervise the services that its employees perform in favor of 
Company-Client. The Company-Client must verify that the Social Security and Payroll Taxes are paid 
to the Government by the Outsourcing Contractor. 
 
Corporate Withholding Tax on Dividends, and Value Added Taxes 
 
Corporate Tax 
The Rate applicable for this tax will be 30% on the net income.  It is calculated after subtracting from 
the gross income the deductible expenses. Monthly advanced payments, which will be credited 
against annual tax. 
 
Tax on Dividends 
There is a 10% tax on Dividends. 
 
Value Added Tax (VAT) 
This Tax is calculated on top of all commercial transactions on products and services provided among 
companies and individuals. 
 
In 2015 the general VAT rate on the price of the product or service is 16%.  The VAT is not levied on 
food and medicines, and certain services. The VAT rate is added to the price of the products or 
services to be paid and charged over to the buyer.   
 
The seller, in turn, can offset the VAT received against the VAT paid when, in turn acquired other 
products or services in the month, and at the end of the year. Most imports of products have a VAT 
applied.  This tax is paid through the customs broker. 
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Vat as an Offsetting Tax  
It is a Federal, and is calculated on top of all products and services provided among sellers and 
buyers, landlords and tenants, and on imports.  The VAT rate currently is 16% in the whole Nation 
(used to be 11% in Border Areas).   
 
The VAT is not levied certain foods, medicines, and services. However here there is an offsetting 
procedure between the VAT paid and the VAT received by the taxpayers (explained below). 
 
 
How is VAT applied  
The VAT is applied by the Transferor (seller, landlord) to the price of the products, services, leases or 
imports charged over to a buyer, tenant or importer (jointly the ”Transferee”).    
 
For imports the VAT is simply charged by the Customs Authority on the Ad-Valorem of the imported 
product (the exporter abroad does not charge VAT on the price).  
 
Example, if the price of the good, or service or import is $100, the Transferee will pay to the 
Transferor (or Customs Authority) $116 (100+16). 
 
The Transferor, will in turn offset the VAT received from all Transferees against all the VATs that it 
paid to other Transferors in the trade during a calendar month.   
 
In other words, each Taxpayer will be offsetting, every month, all the VATs it paid (as Transferee) 
against all the VATs it received (as Transferor).   A final offsetting is reported at the end of the year 
too. 
 
 
How VAT is applied in commercializing a product  
In the case of products in the trade, the VAT is applied on the “aggregate value” (value added) of a 
product every time is traded (purchased and sold).   
 
So, for example, if a Merchant purchases a Product for a $100, it pays a VAT of $16.  When such 
Merchant turns around and sells such Product for $150, it will receive from the new purchaser 24 for 
VAT (16% of 170).    
 
Therefore the difference between 16 (VAT the Merchant transferred to its seller) vs. 24 (the VAT the 
Merchant received from its buyer) will be 8, which will be the final VAT to be paid to the Tax 
Authorities on the value added of such the Product. 
 
 
Electronic Invoicing and Accounting  
There are currently very formal requirements to obtain the deduction of expenses to apply to the 
taxable base for income tax. 
 
Al companies must issue and send electronic invoices to its clients, a copy of those invoices is 
automatically sent to the Tax Authorities.  
 
Companies are obligated to carry their accounting electronically and also to send their chart of 
accounts to the Tax Authorities.    Only when required must submit the journal entries and subsidiary 
ledgers. 
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JOINT VENTURE OPPORTUNITIES 

 

A joint venture is normally achieved by through an association agreement with a local Mexican 
Partner.   
 
Even though verbal agreements are valid in Mexico, a written Joint Venture Agreement (also "JVA") is 
recommended.   
 
The JVA can take any form that the parties decide. The exact type of business venture determines the 
liability and tax treatment.    
 
Sometimes a JVA takes the form of an “association in participation agreement” with and active partner 
(in Mexico) and a silent partner (abroad). The exact type of business venture determines the liability 
and tax treatment.    
 
A JVA is recommended before establishing a company or performing any deal with local associates in 
Mexico. JVAs are usually entered with local Mexican associates because they already know the 
Mexican market and can provide the international company with easier accesses to the market.     
 
International Investors frequently wish to enter into JVAs with their local commission agents, or 
reseller-distributors.   
 
In a JVA, the Parties agree on how they will provide their respective contributions, share risks and 
divide profits.  It defines the "business equation" among the parties.   
 
Many times a JVA results in establishing a Mexican company, whose By-Laws become public and 
registered at the Registry of Commerce.     
 
In practice is recommended  that the "business terms" be only included in the JVA, but not in the By-
Laws of the Mexican company, since third parties will have access to privileged commercial 
information and the "business equation" among the parties.   
 
Both, the terms of the JVA and the provisions of the By-Laws, have the same validity among the 
parties.  Nevertheless, the By-Laws will also have effects before third parties. 
 
The By-Laws typically refer only to the (i) capital structure, (ii) scope of business, (iii) administration, 
and (iv) powers of attorney of agents of the company.     
 
The sole existence of the By-Laws of a company without a previous JVA among the parties could lead 
to misunderstandings.   
 
A JVA may result in additional agreements that complement the business operation.  The typical 
additional agreements are:   financing; technical assistance; management consulting; sale of assets; 
marketing services; distribution; labor support; supply; etc.    
 
The parties individually can enter into agreements in all these areas under the umbrella of the JVA. 
Join Ventures are quite common in Mexico, there are many companies willing to do JVA’s with foreign 
firms. 
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PROMOTION OF INVESTMENT 

 

Mexican government has a favourable attitude toward promotion of investment. Foreign investment is 

restricted only in certain strategic activities reserved to the state or Mexican investors. With a recent 

law reform some of the restricted sectors will gradually allow foreign investment under specific forms. 

Trade policy wide open, NAFTA and other Free Trade Agreements with many developed and 

developing countries are in place. Foreign investors receive the same treatment under the Mexican 

law as domestic investors.  

 

The foreign investment law inforce (Ley de Inversión Extranjera) specifies which activities are 

reserved and restricted, and in the latter case, the maximum percentage of foreign investment 

allowed. It also specifies those activities that require prior authorization from the Foreign Investment 

Commission to increase foreign participation above the levels approved. Currently, for example the 

Automotive and Construction industries are not considered to be restrictive activities; therefore, 100% 

foreign investment is permitted in companies engaged in such activities.  

 

Any company, regardless of the nationality of its owners, must obtain written permission from the 

Ministry of Economics in order to use a specific corporate name. On the other hand, companies with 

foreign investment have the obligation to register with the Nationals Foreign Direct Investments 

Registry, regardless of the foreign investment percentage. 

 

The administration has recognized the need for substantial capital investment to provide additional 

employment opportunities and to increase industrial production in Mexico for local consumption and 

for export.  

 

In general foreigners may operate in Mexico in many ways, including through licensing agreements, 

by exporting goods to Mexico or by local manufacturing. Joint Venture contracts can also be used for 

minority investments in short-term projects.  

 

Mexico has kept a progressive trade policy and has made substantial reduction in import duties and 

trade barriers. This trend has continue toward more nearly trade free to facilitate the export of Mexican 

manufactured products, as evidence by the signing of free trade agreements with many and by 

ongoing negotiations to conclude free trade agreements with other nations.  

 

Special Investment Opportunities  

Modetare labor cost (when expressed in U.S dollars) has made the establishment of in-bond 

processing plants to handle labor intensive operations increasingly attractive to foreign investors.  
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Moreover, foreign investors are also finding it advantageous to utilize their knowledge of world market 

to organize Mexican companies to export locally manufactured goods, not only to United States and 

other trading companies, but to customers in other parts of the world as well.  

 

Nevertheless Mexico’s large and still increasing population has resulted in considerable demand for 

all types of consumer goods including durable goods and, in particular, basic necessities.  

 

As formerly high rates of inflation have been reduced, the volume of effective local demand has 

increased substantially. This environment, together with the previously mentioned reductions in 

customs, duties and in other trade barriers offers an interesting market and trade opportunities for 

export to Mexico, as well as for local promotion. 

 

The two largest unsatisfied markets are probably those of agricultural and housing, particularly low 

cost units. There may also be an improving market for importing machinery and equipment to Mexico.  

 

Most of the Direct Investment in Mexico is allocated to four industrial sectors: 

Automotive, petrochemical, apparel and electronics. Wireless telephone service is one of the fastest 

growing areas of the electronic industry. 

  

The energy Reform amends the Mexican constitution to allow the participation of private investors in 

electricity, exploration and extraction of oil and gas via contracts or public assignments, as well as to 

transform PEMEX and CFE as State production entities.  

 

This reform will provide opportunities across the energy value chain, from upstream exploration and 

production through midstream, distribution and refining, as well as infrastructures for electricity 

generation and transmission.  

 

Mexico’s telecommunications reform represents a bold an aggressive step to remove barriers to 

competition, to improve the delivery of key services, and enhance the opportunity for innovation and 

productivity gains. As mentioned Foreign Direct Investments in Telecommunications and satellite 

communications activities are fully open and radio and television broadcasting (which formerly was 

prohibited) allow 49% of foreign investment subject to certain requirements. 
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ENTRY CONDITIONS, WORK PERMITS, RESIDENCE PERMITS, LABOUR LAW 

The Immigration Rules appear with the Mexican Immigration Law (“Immigration Law”) provide, for 
purposes of these Guidelines for 2 (two) basic immigration status: (i) Visitor, and (ii) Temporary 
Resident.  It also provides for Employer Registration.   

Visitors (Visitante) 

Tourists or business visitors for up to 180 days can receive a Multiple Migratory Form (“Forma 

Migratoria Múltiple” or “FMM”).  

Business visitors traditionally perform preparatory business activities, promote products or services, or 

come for business negotiations that finally close outside of Mexico. 

A Visitor may not ask to change for Temporary or Permanent Residency once in Mexico.  The 
foreigner will have to leave the Country and ask for either Temporary or Permanent Residency prior to 
entrance to Mexico.   

An exemption to this is people that enter into a marital or common-law link to a Mexican citizen or a 

person who holds a Temporary or Permanent Residency status: 

 
Temporary  and Permanent Residency  

One of the major changes is the Temporary and Permanent residency instead of the FM3 and FM2 
respectively.  

Ex-pats with current FM3 (No-Inmigrante Visitantes) visa will receive a Temporary Resident Status 
upon expiration of their FM3. 

Ex-pats who currently hold an FM2 Visa who fall into any of the category of “Inmigrante” will be 
eligible at the time of renewal for Permanent Residency. 

 
Temporary Resident  

The Temporary Resident document will be issued for periods from 1-4 (one to four) years, based on 
the decision of the immigration authority.  

Temporary Residency does not confer automatic permission to work in Mexico, although it may be 
granted upon request of the foreigner and pending a job offer.  

 
Temporary Residents with Income Activities  

The Source of income can come from either abroad or a Mexican company. The procedure to obtain 
the Visa is slightly different in each case.  The filing will take between 2 to 3 months. 
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Employer Registration 
 
Mexican Employers (individuals or companies) hiring foreigners should register and obtain a 
“Constancia de Empleador” (Employer Certificate) with the Immigration Authorities, and indicate the 
foreigners they are hiring. 

 

Labor law 

 

For many years labor law has clearly favoured employees in their relations with management. 

National labor unions have become quite strong in a number of industries, particularly, telephone, 

petroleum, electricity, mining, airlines and entertainment.  

 

Labor law grants the right to form a union for collective bargaining purposes to groups of 20 or more 

employees. Collective labor contracts are signed by almost all industrial companies. Nevertheless 

satisfactory labor relations are maintained at most companies. 

 

Fringe benefits including mandatory profit sharing to employees and social security premiums to cover 

current medical expenses and retirement pensions are usually a significant proportion of labor costs, 

often about one third of the total. 

 

 

 

PROCEDURES FOR COLLECTING PAYMENT 

 

The law provides no framework on standard payments terms, but it is common to rely on 30 days 

credit terms staring form the invoice date. Broad terms are however very frequent and in practice take 

place within 40 to 50 days on average. Whilst delays of 15 to 30 days may be expected if the 

transaction is not secured. The payment behaviour of domestic companies is good and characterized 

by a strong attachment on trust and business relationships. Therefore, small undertakings are flexible 

with payment schedules but do not voluntary delay payments (delays would more likely occur as a 

result of poor banking support), whilst larger companies would endeavour to pay on time in order to 

preserve their credit rating and maximize their business opportunities on an international plane. Some 

exceptions exist of course, and in certain occasions collecting form small and micro companies may 

prove very difficult because these may change names and operations from one day to the other in 

order to escape their contractual responsibilities. 

 

Late payment interest 

 

The law provides no framework on late payment, which is normally considered as a matter of 

contractual negotiation. To claim pre-legally, it needs to have been previously agreed. Often, a 6% 
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interest rate would be applied but in practice it would be difficult to charge any interest as part or pre-

legal negotiations. These would need to be claimed during court proceedings.  

Collections costs would usually be used as a negotiation tool when the debtor company has financial 

difficulties, otherwise they would be charged as part of the legal collection process. 

 

Collection Practices 

 

Orchestrate negotiations first. Amicable settlement opportunities should always be considered as a 

serious alternative to formal proceedings which are costly and very length. In practice only claims in 

excess of USD 20,000 would normally be brought to court, and pre-legal collection methods would 

often be more successful than ordinary proceedings. In additions it is essential to be aware of the 

debtor’s activity and solvency status: if the company is not in business anymore or if insolvency 

proceedings have been initiated, it generally becomes impossible to enforce a debt.  

 

The court system is complicated by its federal structure and it is known for a lack of transparency and 

independence. Business disputes are not dealt with by specialized judges and in practice the fast 

track mechanisms which could facilitate proceedings when the claim is straightforward cannot be 

relied upon. Overall, procedural delays and costs are significant and pre-legal action remains the most 

efficient means of collecting debt. 

 

The debt restructuration process is not efficient at all, and proceedings may last for years (ex. 

Mexicana airlines). As a result, liquidation is in practice the default procedure when the debtor 

becomes insolvent and the chances of collect debt through this channel are very low. 
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