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As part of the 2020 Mexico Tax Reform (MTR), changes were made to the country’s Value Added Tax (VAT) and Income Tax (IT) 
aimed at establishing a tax regime applicable to digital platforms operating in Mexico as well as to individuals using them to sell 
goods, provide services or grant temporary use and enjoyment of goods to Mexican consumers. Specifically, the MTR shifts the 
burden of VAT assessment, filing and payment to the nonresident service provider even if it has no physical presence in Mexico. 
The MTR also imposes a new income tax withholding obligation on payments made to Mexican resident individuals selling 
certain goods or providing certain services through the internet using a digital platform or application. The requirements under 
the law took effect June 1, 2020. However, several questions still remain about how the new compliance requirements will be 
implemented.

Issuance of Treasury Regulations and Tax Authority’s Criteria

On May 20, 2020 Mexico’s tax authority issued treasury regulations offering guidance on the implementation and application of 
the VAT and IT to digital platforms. 

Additionally, the Mexican tax authority compiled on its website frequently asked questions that aimed to address some questions 
that had arisen as of June 2020. 

Despite the tax authority’s efforts to provide additional regulations and clarify the scope of application of the tax treatment of 
digital platforms, there is still confusion and a lack of uncertainty for both digital platforms and individuals making use of them to 
carry out their activities. 

Facing the Challenge

The new digital tax regime has several unaddressed issues that not only bring uncertainty, but also represent a compliance 
challenge for digital platforms and their users. At a high-level, the VAT and IT impose tax on selling goods, providing services or 
granting temporary use and enjoyment of goods to Mexican consumers. The limited existing regulations leave several questions 
unanswered.

To comply with the new law, digital platforms must adjust their websites and internal controls to register and collect VAT. In  
addition, digital platforms will incur local expenses related to having a legal representative, a tax domicile and assigning someone 
to take care of doing the monthly tax filings. However, the current regulations do not address the right to take a credit on the VAT 
derived from the expenses paid to Mexican providers.

In addition, using marketplaces or other platforms acting as an intermediary (such as for delivery or lodging services), represent 
an additional challenge due to the incorporated obligation to withhold VAT and IT for those individuals doing business through 
the digital platform. Considering the increased costs (platform’s cut, plus tax withheld), some individuals have migrated to  
platforms where all deals and payments are finalized offline.

Business models continue to change and evolve on digital platforms. As a result, the current regulations will likely become 
quickly outdated. There are probably some types of digital businesses that might not be captured by current regulations. In any 
case, a detailed evaluation of the tax implications for any digital platform is suggested.
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Proposed Amendments for 2021 

The MTR bill for 2021, which was submitted by the Mexican tax authority on September 8, 2020, includes amendments to the 
provisions impacting digital platforms that aim to streamline tax collection procedures and authorize the tax authority to exercise 
enhanced scrutiny and enforcement for noncompliance.

At a high level, the proposed amendments include the following modifications:

• Nonresident sellers/service providers using intermediary services may choose to not register as taxpayers in Mexico and 
instead request to be subject to VAT withholding through the platform used as an intermediary.

• Local access to digital platforms could be restricted by the Mexican tax authority for those platforms not registered in 
Mexico. 

• Platforms already registered but not complying with the rules could be subject to a local access restriction and its  
Mexican Tax ID could be canceled.

• Considering that the local access restriction should be done by telecommunications concession holders in Mexico, the 
tax authority would be authorized to request to execute the action. If the concession holders fail to execute the  
restriction, the tax authority could impose a fine (starting at $22,500 and up to $45,000 USD).

The Takeaway

As of June 1, 2020, MTR imposes new tax compliance obligations on digital platforms operating in Mexico as well as to   
individuals using them to sell goods, provide services or grant temporary use and enjoyment of goods to Mexican consumers. 
Specifically, the MTR shifts the burden of VAT assessment, filing and payment to the nonresident service provider even if it has 
no physical presence in Mexico. The MTR also imposes a new income tax withholding obligation on payments made to Mexican 
resident individuals selling certain goods or providing certain services through the internet using a digital platform or application. 
Although the new requirements have taken effect, complying with them has been difficult in absence of guidance from Mexico’s 
tax authority on several important issues. The MTR bill for 2021 proposes amendments to the provisions impacting digital  
platforms that aim to streamline collection procedures while also authorizing the tax authority to exercise enhanced scrutiny and 
enforcement for noncompliance.

How Andersen Can Help

Andersen teams globally with experienced VAT specialists to provide timely, practical and effective advice from a holistic  
perspective that is tailored for a U.S. audience. 

For help with the new VAT and IT rules for digital platforms operating in Mexico, please reach out to your Andersen advisor.

For further information please contact:

Benno Tamminga
benno.tamminga@Andersen.com
Tel. +1.646.213.5186

Marco Antonio Ruiz
marco.ruiz@mx.Andersen.com
Tel. +52 (33) 3640 4131
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