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Digital economy taxation in 
Mexico 

Mexican framework amendments 
Value Added Tax (VAT) and Income Tax (IT) Laws have been amended to incorporate rules that set forth 
a tax regime to digital platforms owned by foreign residents as well as to individuals using them. The 
referred to regulations have been included in seek of incorporating BEPS Action 1 recommendations 
(Addressing the Tax Challenges of Digital Economy), consisting of an IT and VAT withholding regime for 
individuals engaged in transportation and lodging activities, as well as to sell of goods or rendering of 
services through a digital platform.  

On the other hand, activities or services provided through digital platforms within Mexico will be subject 
to VAT. Several obligations have been established and shall be covered by the digital platforms.  

Digital services subject to VAT 

Under amended regulations, activities that have been appointed as subject to VAT consist of downloads 
or access to images, movies, text, information, video, audio, music, games, multimedia content, 
multiplayer environments, ring tones, online news services, traffic information, weather forecasts, 
statistics services, online clubs, dating websites, long-distance teaching or testing video (with the 
exception of download of books, newspaper and electronical journal). 

For said purposes, services are deemed to VAT in Mexico in the event that: 

 the recipient (client) appoints Mexico as his/her country of residence, 
 payment for the service is made through an intermediary located in Mexico, 
 the recipient’s IP address is assigned to Mexico, and/or 
 the recipient has provided a telephone number with a Mexican country code. 

Digital platforms with no permanent establishment in Mexico will have to comply with several 
obligations such as: 

 request for a Mexican Tax ID (RFC), 
 appoint a legal representative and request for an e-signature (efirma), 
 appoint a tax domicile for notification and verification purposes in Mexico, 
 charge and collect VAT on the services provided, 
 compute and pay VAT under monthly basis, 
 provide information on their transactions under quarterly basis, 

Taxation to individuals 

Regarding individuals providing transportation services, lodging activities or selling goods through digital 
platforms (acting as intermediaries), a withholding regime has been established for IT and VAT purposes. 
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Foreign entities not having a permanent establishment in Mexico acting as intermediaries through digital 
platforms, must assure that the VAT is charged and collected on the services provided, lodging offered or 
goods sold, as well as cover several obligations as follows: 

 shall withhold IT according to the tax brackets established for said purposes, 
 shall withhold 50% of the VAT collected (or 100% if the individual using the digital platform does 

not provides its Mexican Tax ID), 
 obtain a Tax ID to act as withholding agent, 
 issue digital invoices to the individuals subject to withholding, 
 paid the taxes withheld under monthly basis, 
 provide information on the transactions where the digital platform acted as intermediary, 

The takeaway 

The aforementioned provisions will become effective June 1st, 2020. For said purposes, it has been 
established that foreign residents already operating in Mexico, shall request for registration before the 
Mexican authorities not later than June 30th, 2020.  

Additionally, it is important to consider that under current framework, accomplishing all the established 
obligations does not triggers a permanent establishment for the foreign residents, so it will become 
essential to digital platforms operating or planning to operate in Mexico. Please contact us if you wish to 
discuss the potential effects of this amendment and how you can prepare your business to address these 
changes ahead. 
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