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foreword

For any business moving into new markets, a key deciding factor will be the target 
country’s tax regime. What is the corporate tax rate? Are there any incentives for 
overseas businesses? Are there double tax treaties in place? How will foreign source 
income be taxed?

Since 1994, the PKF network of independent member firms, administered by PKF 
International Limited, has produced the PKF Worldwide Tax Guide (WWTG) to provide 
international businesses with the answers to these key tax questions. This handy 
reference guide provides clients and professional practitioners with comprehensive 
tax and business information for 100 countries throughout the world.

As you will appreciate, the production of the WWTG is a huge team effort and I would 
like to thank all the member firms of the PKF network who gave up their time to 
contribute the vital information on their country’s taxes that forms the heart of this 
publication. I would also like thank Richard Jones, PKF (UK) LLP, Kevin Reilly, PKF Witt 
Mares, and Rachel Yeo, PKF Melbourne for co-ordinating and checking the entries 
from within their regions.

The WWTG continues to expand reflecting both the growth of the PKF network and 
the strength of the tax capability offered by member firms throughout the world. 

I hope that you find that the combination of reference to the WWTG plus assistance 
from your local PKF member firm will provide you with the advice you need to make 
the right decisions for your international business.

Jon Hills
PKF (UK) LLP
Chairman, International Tax Committee of the PKF International network
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important disclaimer

This publication should not be regarded as offering a complete explanation of the 
taxation matters that are contained within this publication.

This publication has been sold or distributed on the express terms and understanding 
that the publishers and the authors are not responsible for the results of any actions 
which are undertaken on the basis of the information which is contained within this 
publication, nor for any error in, or omission from, this publication.

The publishers and the authors expressly disclaim all and any liability and responsibility 
to any person, entity or corporation who acts or fails to act as a consequence of any 
reliance upon the whole or any part of the contents of this publication.

Accordingly no person, entity or corporation should act or rely upon any matter or 
information as contained or implied within this publication without first obtaining 
advice from an appropriately qualified professional person or firm of advisors, and 
ensuring that such advice specifically relates to their particular circumstances. 

PKF International is a network of legally independent member firms administered by 
PKF International Limited (PKFI). Neither PKFI nor the member firms of the network 
generally accept any responsibility or liability for the actions or inactions on the part 
of any individual member firm or firms.

Disclaim
er



PKF Worldwide Tax Guide 2011 III

Pr
ef

ac
e

preface

The PKF Worldwide Tax Guide 2011 (WWTG) has been prepared to provide an 
overview of the taxation and business regulation regimes of 100 of the world’s most 
significant trading countries. In compiling this publication, member firms of the 
PKF network have sought to base their summaries on information current as of 30 
September 2010, while also noting imminent changes where necessary.

On a country-by-country basis, each summary addresses the major taxes applicable 
to business; how taxable income is determined; sundry other related taxation 
and business issues; and the country’s personal tax regime. The final section of 
each country summary sets out the Double Tax Treaty and Non-Treaty rates of tax 
withholding relating to the payment of dividends, interest, royalties and other related 
payments.

While the WWTG should not to be regarded as offering a complete explanation of 
the taxation issues in each country, we hope readers will use the publication as their 
first point of reference and then use the services of their local PKF member firm to 
provide specific information and advice.

In addition to the printed version of the WWTG, individual country taxation guides are 
available in PDF format which can be downloaded from the PKF website at www.pkf.com

Finally, PKF International Limited gladly welcomes any comments or thoughts readers 
may wish to make in order to improve this publication for their needs. Please contact 
Kevin F Reilly, PKF Witt Mares, 10304 Eaton Place, Suite 440, Fairfax, Virginia 22030, 
USA by email to kreilly@pkfwittmares.com

PKF INTERNATIONAL LIMITED
MARCH 2011

©PKF INTERNATIONAL LIMITED
ALL RIGHTS RESERVED
USE APPROVED WITH ATTRIBUTION
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about pKf international limited

PKF International Limited (PKFI) administers a network of legally independent firms. 
The PKF network is the 10th largest global accountancy network with over 245 
legally independent member and correspondent firms which have a combined 
annual turnover of $2.4 billion. Located in 125 countries, the member firms of the 
PKF network share a commitment to providing clients with high quality, partner-led 
services tailored to meet each client’s own specific requirements.

The membership base of the PKF network has grown steadily since it was formed 
in 1969. Added to the sustained growth in the number of PKF member firms, this 
solidity has provided the foundations for the global sharing of expertise, experience 
and skills and the development of services that meet the evolving needs of all types 
of client, from the individual to the multi-national corporation.

Services provided by member firms include:

Assurance & Advisory
Insolvency – Corporate & Personal
Financial Planning
Taxation
Corporate Finance
Forensic Accounting
Management Consultancy
Hotel Consultancy
IT Consultancy

PKF member firms are organised into five geographical regions covering Africa; Latin 
America; Asia Pacific; Europe, the Middle East & India (EMEI); and North America & 
the Caribbean. Each region elects representatives to the board of PKF International 
Limited, which administers the network. While the member firms remain separate and 
independent, international tax, corporate finance, professional standards, audit, hotel 
consultancy and business development committees also work together to improve 
quality standards, develop initiatives and share knowledge across the network.

Please visit www.pkf.com for more information.

Introduction
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structure of country descriptions

a. taXes payable

 FEDERAL TAXES AND LEVIES
 COMPANY TAX
 CAPITAL GAINS TAX
 BRANCH PROFITS TAX
 SALES TAX/VALUE ADDED TAX
 FRINGE BENEFITS TAX
 LOCAL TAXES
 OTHER TAXES

b. determination of taXable income

 CAPITAL ALLOWANCES
 DEPRECIATION
 STOCK/INVENTORY
 CAPITAL GAINS AND LOSSES
 DIVIDENDS
 INTEREST DEDUCTIONS
 LOSSES
 FOREIGN SOURCED INCOME
 INCENTIVES

c. foreiGn taX relief

d. corporate Groups

e. related party transactions

f. witHHoldinG taX

G. eXcHanGe control

H. personal taX

i. treaty and non-treaty witHHoldinG taX rates
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A
Algeria  . . . . . . . . . . . . . . . . . 12 noon
Angola  . . . . . . . . . . . . . . . . . . . .1 pm
Argentina  . . . . . . . . . . . . . . . . . .9 am
Australia -
 Melbourne . . . . . . . . . . . . .10 pm
 Sydney  . . . . . . . . . . . . . . .10 pm
 Adelaide  . . . . . . . . . . . . 9.30 pm
 Perth . . . . . . . . . . . . . . . . . .8 pm
Austria  . . . . . . . . . . . . . . . . . . . .1 pm

B
Bahamas . . . . . . . . . . . . . . . . . . .7 am
Bahrain . . . . . . . . . . . . . . . . . . . .3 pm
Belgium . . . . . . . . . . . . . . . . . . . .1 pm
Belize . . . . . . . . . . . . . . . . . . . . .6 am
Bermuda . . . . . . . . . . . . . . . . . . .8 am
Brazil. . . . . . . . . . . . . . . . . . . . . .7 am
British Virgin Islands . . . . . . . . . . .7 am

C
Canada -
 Toronto . . . . . . . . . . . . . . . .7 am
 Winnipeg . . . . . . . . . . . . . . .6 am
 Calgary . . . . . . . . . . . . . . . .5 am
 Vancouver . . . . . . . . . . . . . .4 am
Cayman Islands . . . . . . . . . . . . . .7 am
Chile  . . . . . . . . . . . . . . . . . . . . . .8 am
China - Beijing . . . . . . . . . . . . . .10 pm
Colombia . . . . . . . . . . . . . . . . . . .7 am
Croatia  . . . . . . . . . . . . . . . . . . . .1 pm
Cyprus  . . . . . . . . . . . . . . . . . . . .2 pm
Czech Republic  . . . . . . . . . . . . . .1 pm

D
Denmark . . . . . . . . . . . . . . . . . . .1 pm
Dominican Republic . . . . . . . . . . .7 am

E
Ecuador . . . . . . . . . . . . . . . . . . . .7 am
Egypt  . . . . . . . . . . . . . . . . . . . . .2 pm
El Salvador  . . . . . . . . . . . . . . . . .6 am
Estonia . . . . . . . . . . . . . . . . . . . .2 pm

F
Fiji  . . . . . . . . . . . . . . . . .12 midnight
Finland . . . . . . . . . . . . . . . . . . . .2 pm
France. . . . . . . . . . . . . . . . . . . . .1 pm

G
Gambia (The) . . . . . . . . . . . . . 12 noon
Germany . . . . . . . . . . . . . . . . . . .1 pm
Ghana . . . . . . . . . . . . . . . . . . 12 noon
Greece  . . . . . . . . . . . . . . . . . . . .2 pm
Grenada  . . . . . . . . . . . . . . . . . . .8 am
Guatemala . . . . . . . . . . . . . . . . . .6 am
Guernsey . . . . . . . . . . . . . . . . 12 noon
Guyana . . . . . . . . . . . . . . . . . . . .8 am

H
Hong Kong  . . . . . . . . . . . . . . . . .8 pm
Hungary  . . . . . . . . . . . . . . . . . . .1 pm

I
India  . . . . . . . . . . . . . . . . . . . 5.30 pm
Indonesia. . . . . . . . . . . . . . . . . . .7 pm
Ireland . . . . . . . . . . . . . . . . . . 12 noon

Isle of Man  . . . . . . . . . . . . . . 12 noon
Italy  . . . . . . . . . . . . . . . . . . . . . .1 pm

J
Jamaica  . . . . . . . . . . . . . . . . . . .7 am
Japan . . . . . . . . . . . . . . . . . . . . .9 pm
Jersey . . . . . . . . . . . . . . . . . . 12 noon
Jordan  . . . . . . . . . . . . . . . . . . . .2 pm

K
Kazakhstan . . . . . . . . . . . . . . . . .5 pm
Kenya . . . . . . . . . . . . . . . . . . . . .3 pm
Korea  . . . . . . . . . . . . . . . . . . . . .9 pm
Kuwait . . . . . . . . . . . . . . . . . . . . .3 pm

L
Latvia . . . . . . . . . . . . . . . . . . . . .2 pm
Lebanon . . . . . . . . . . . . . . . . . . .2 pm
Liberia . . . . . . . . . . . . . . . . . . 12 noon
Libya  . . . . . . . . . . . . . . . . . . . . . .2 pm
Luxembourg  . . . . . . . . . . . . . . . .1 pm

M
Malaysia . . . . . . . . . . . . . . . . . . .8 pm
Malta  . . . . . . . . . . . . . . . . . . . . .1 pm
Mauritius . . . . . . . . . . . . . . . . . . .4 pm
Mexico  . . . . . . . . . . . . . . . . . . . .6 am
Morocco . . . . . . . . . . . . . . . . 12 noon

N
Namibia. . . . . . . . . . . . . . . . . . . .2 pm
Netherlands (The) . . . . . . . . . . . . .1 pm
New Zealand . . . . . . . . . . .12 midnight
Nigeria  . . . . . . . . . . . . . . . . . . . .1 pm
Norway . . . . . . . . . . . . . . . . . . . .1 pm

O
Oman . . . . . . . . . . . . . . . . . . . . .4 pm

P
Panama. . . . . . . . . . . . . . . . . . . .7 am
Papua New Guinea. . . . . . . . . . .10 pm
Philippines . . . . . . . . . . . . . . . . . .8 pm
Poland. . . . . . . . . . . . . . . . . . . . .1 pm
Portugal  . . . . . . . . . . . . . . . . . . .1 pm
Puerto Rico . . . . . . . . . . . . . . . . .8 am

Q
Qatar. . . . . . . . . . . . . . . . . . . . . .8 am

R
Romania . . . . . . . . . . . . . . . . . . .2 pm
Russia -
 Moscow/St Petersburg . . . . .3 pm

S
Serbia . . . . . . . . . . . . . . . . . . . . .1 pm
Sierra Leone . . . . . . . . . . . . . 12 noon
Singapore . . . . . . . . . . . . . . . . . .7 pm
Slovak Republic . . . . . . . . . . . . . .1 pm
Slovenia  . . . . . . . . . . . . . . . . . . .1 pm
South Africa . . . . . . . . . . . . . . . . .2 pm
Spain  . . . . . . . . . . . . . . . . . . . . .1 pm
Sweden . . . . . . . . . . . . . . . . . . . .1 pm
Switzerland . . . . . . . . . . . . . . . . .1 pm

international time Zones

AT 12 NOON, GREENwICH MEAN TIME, THE STANDARD TIME 
ELSEwHERE IS:

Tim
e Zones
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T
Taiwan  . . . . . . . . . . . . . . . . . . . .8 pm
Thailand  . . . . . . . . . . . . . . . . . . .7 pm
Tunisia  . . . . . . . . . . . . . . . . . 12 noon
Turkey . . . . . . . . . . . . . . . . . . . . .2 pm
Turks and Caicos Islands  . . . . . . .7 am

U
Uganda . . . . . . . . . . . . . . . . . . . .2 pm
United Arab Emirates . . . . . . . . . .4 pm
United Kingdom . . . . . . .(GMT) 12 noon
United States of America -
 New York City . . . . . . . . . . . .7 am
 Washington, D.C. . . . . . . . . .7 am
 Chicago . . . . . . . . . . . . . . . .6 am
 Houston . . . . . . . . . . . . . . . .6 am
 Denver  . . . . . . . . . . . . . . . .5 am
 Los Angeles . . . . . . . . . . . . .4 am
 San Francisco . . . . . . . . . . .4 am
Uruguay  . . . . . . . . . . . . . . . . . . .9 am

V
Venezuela . . . . . . . . . . . . . . . . . .8 am
Vietnam . . . . . . . . . . . . . . . . . . . .7 pm
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meXico

Currency: Peso Dial Code To: 52 Dial Code Out: 00
 (P)

Member Firm:
City:  Name: Contact Information:
Guadalajara Mario Camposllera 33 3634 7159
   mcamposllera@pkfmexico.com

Guadalajara Verónica Barba 33 3634 7159
   vbarba@pkfmexico.com.mx

a. taXes payable

FEDERAL TAxES AND LEVIES
COMPANy TAx
Tax is calculated for each calendar year, comparing income obtained less allowable 
deductions. Currently, the corporate tax is 30% of taxable profits. 

All income obtained by companies is taxed, regardless of the source, except in 
the case of branches of foreign companies. Branches are taxed based on income 
attributable to the branches.

Foreign companies, branches and persons established in Mexico which obtain 
income abroad are allowed to credit any foreign taxes paid against Mexican taxes 
payable by them up to the total local tax applicable in each case.

CAPITAL GAINS TAx
Taxable profits on the sale of land, securities and other assets are calculated by 
deducting the tax cost from the selling price. The tax cost is based on the original 
cost of the asset being sold, adjusted for inflation for the period during which the 
asset was owned.

A more complicated procedure is adopted to determine the tax cost of shares, which 
takes into account tax profits and losses obtained, dividends paid and received, 
reimbursements of capital paid, and inflation adjustments.

Loss from the sale of shares and other securities is deductible only if certain 
requirements are met, and may be offset against profits obtained in the same year or 
in the following five years.

BRANCH PROFITS TAx
Branches compute income tax in the same manner as companies established in 
Mexico and apply the 30% corporate tax rate on taxable income.

Branches are entitled to deduct expenses incurred both abroad or in the country 
provided that certain conditions are met. This also applies to pro-rated expenses.

Remittances sent abroad in the form of payments of invoices, interests, royalties, 
reimbursement of expenses or for any other reason are subject to withholding tax 
of between 25% and 28% and are deductible for income tax purposes if adequately 
supported.

TRANSPARENT REGIME
From 2006 onwards, corporate entities incorporated under the name ‘Sociedades 
Cooperativas de Producción’, in which only individuals participate, will have the option 
under certain circumstances to pay taxes at the corporate level or at the partner level. 
If paid at the partner level, tax is not payable until the profits are distributed to the 
individual shareholders.

SALES TAx/VALUE ADDED TAx (VAT)
Companies and persons who engage in the business of selling, rendering services, 
leasing, importing or exporting goods are subject to VAT. In most cases, this tax does 
not represent an expense for the companies or persons since it is collected from the 
consumer of the goods or services and paid monthly to the tax authorities.

The VAT paid on purchases of goods and services received can be offset against the 
VAT collected and payable. In the case that the VAT paid exceeds the VAT collected in 
a given period, companies and persons are entitled to be refunded for the difference 
by the tax authorities or, under certain conditions, to offset the VAT receivable against 
other taxes payable.

Mexico
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The following rates apply in general, depending on the type of activity:
•	 	0%	in	the	case	of	priority	activities	such	as	basic	foods,	medicines,	agricultural,	

exports, etc
•	 11%	when	the	activities	are	performed	in	the	border	region
•	 16%	for	all	other	activities.

The law provides for specific exemptions on certain other activities.

From 1 July 2006, tourists are reimbursed for the VAT tax charged upon the sale 
of Mexican merchandise when departing to their home countries by air or sea.

FRINGE BENEFITS TAx (FBT)
Specified employee benefits provided to employees over and above those required by 
law are exempt from income tax up to certain limits and are deductible for companies 
insofar as they are granted to all employees.

LOCAL TAxES
Every state in the Mexican Republic requires specific contributions from its 
inhabitants, the largest being property tax. Some states tax wages paid to employees 
at an average of 2%.

In the Federal District (Mexico City), employers (physical persons and companies) 
must pay 2% on wages paid to their employees every month. Real estate is subject 
to a bi-monthly payment based on the official assessed value of the property. The 
maximum bi-monthly rate paid amounts to approximately 0.065%.

OTHER TAxES
SOCIAL SECURITy PAyMENTS
All employers must register their employees with the Mexican Institute of Social 
Security which provides them, benefits for job-related and other disabilities, as well 
as pensions and death benefits.

Amounts paid for each employee to the Institute are computed on the basis of all 
payments made to the employee for wages and benefits, with few exceptions that 
meet certain requirements. These include savings, food, prizes for attendance and 
punctuality, as well as a portion of overtime and profit-sharing.

Approximately one third of the payments are withheld by the employer from the 
employees’ wages and the other two thirds are paid by the employer. Both employee 
and employer contributions should be made by the latter on a monthly basis.

NATIONAL HOUSING FUND FOR wORKERS (INFONAVIT)
The objective of this Institute is to provide housing for all workers, usually favouring 
workers in low-income brackets. The employer, on behalf of the employees, must 
make bi-monthly contributions to the Institute of 5% of the wages and benefits paid 
with a limit of 25 ‘minimum monthly wages’ (approximately $44,865.00 pesos). As 
in the case of social security, contributions and benefits received by employees from 
the Institute are tax-exempt. With this payment, the employers comply with their 
constitutional obligations to provide housing for employees.

ENTREPRENEURIAL FLAT TAx (IETU)
In 2008, a new entrepreneurial flat tax (IETU) came into force by which taxpayers 
(individuals with commercial or independent personal services providers, as well 
as companies) and foreign residents with a permanent establishment are required 
to pay on a monthly basis this tax at a rate of 17.5% on the income obtained on a 
worldwide basis.

Income tax will be credited against the new tax IETU. Therefore, if the income tax rate 
is higher than the IETU, this tax will be paid and the excess of Income tax shall be 
paid separately.

The surplus of the deductions against the income for the purpose of the IETU, 
originates a tax credit that up to 2009 was creditable against the ISR of the same 
year, this possibility will be eliminated during FY 2011 in accordance to the Ley de 
Ingresos de la Federación (Federal Revenue Law).

This new tax is revenue oriented and therefore should be understood as a flat tax 
with limited deductions based on the added value of different sectors of the economy.

The IRS has issued a letter stating that it will accept the IETU tax paid in Mexico by 
US residents as creditable under the US-Mexico tax convention until it has a further 
evaluation of the mechanics of the tax. This also applied to other countries that 
have accepted this tax within the scope of the treaty. These are currently: Germany, 

Mexico
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Australia, Austria, Barbados, Belgium, Canada, Czech Republic, Denmark, Ecuador, 
Korea, Finland, France, India, Ireland, Italy, Japan, Luxemburg, Norway, Netherlands, 
New Zealand, Romania, Slovak Republic, Romania, Spain, South Africa, Switzerland 
and the United Kingdom.

TAx ON CASH DEPOSITS (IDE)
As a measure to reduce the size of the informal economy and redistribute the tax burden 
among a wider base of the population, the Mexican Congress approved a new tax on cash 
deposits (IDE, Impuesto a los Depósitos en Efectivo) to be effective from July 1 2008.

For the FY 2010, the Ministry of finance approved to increase the rate by one 
percentage point of the IDE, to settle at 3% (before 2%) and charge the tax from the 
deposits from more than 15,000 pesos, rather than 25,000 pesos.

This tax can be creditable against corporate income tax, as reduced from the 
remittance income tax withheld from third parties and/or any other federal taxes.

Electronic transfers, transfers between different accounts, cheques and credit 
instruments contracted with the financial system are not subject to the IDE.

FOREIGN TRADE TAxES 
Customs duties are maintained both for import as well as for export. Duties on export 
are minimal or none and import duties average 20%, depending on each specific item.

In accordance with the North American Free Trade Agreement (NAFTA), duties on imports 
from the United States and Canada will be gradually eliminated over a 15-year period and 
will disappear completely at the end of that time. Beginning in 1994, Mexico eliminated 
taxes on the importation of specific products from the United States and Canada.

SPECIAL TAxES
Taxes on production and services are levied on relatively few items such as the 
importation and sales of cigars, alcoholic beverages and supplying agency services 
for brokerage, distribution, etc of said goods. There is also a special tax on telephone 
services. A tax on new automobiles and vehicle ownership is applied directly to 
purchasers and owners of automobiles.

TAx ON PURCHASE OF REAL PROPERTy
A tax of 1% to 5% of the assessed value of the property is paid by the buyer on all 
purchases of property. The federal government works with the states of the Republic 
so that in co-operating states only the local tax applies with no levy of federal tax.

b. determination of taXable income

Taxable income of companies is computed taking into account all income received 
less deductions allowed by law. The law mentions certain specific items which are 
not considered income. These include: capital gains, recognition of the equity method 
of accounting, revaluation of assets and capital, as well as dividends received from 
companies residing in Mexico.

ALLOwABLE DEDUCTIONS
In general terms, all expenses needed to generate income and recorded pursuant to 
generally accepted accounting principles may be deducted, except in specific cases 
where there are certain limits and special rules for deduction.

Allowable deductions include sales discounts, bad debts, interest paid and losses due 
to exchange and inflation.

Non-deductible expenses include taxes, costs of representation, commercial credits, 
provisions to estimated reserves, expenses shared on a pro-rata basis (excluding 
foreign branches), etc.

Investments in certain assets can be deducted in the tax year at a discount, 
beginning in 2006.

DEPRECIATION AND AMORTISATION
Deduction for investment in tangible or intangible assets is allowed by the law 
through the depreciation or amortisation of such assets. Freight and handling, 
insurance, commissions and fees are allowed in addition to the purchase value of the 
asset. Depreciation and amortisation are calculated for full months commencing with 
the month when the asset was purchased and using the straight-line method with no 
allowance for estimated disposal values.

Mexico
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As a general rule, all types of assets except land may be depreciated or amortised for 
tax purposes. The basic depreciation and amortisation tax rates allowed are as follows:

Outlays made prior to commencing 
operations 10%

Industrial buildings and warehouses 5%

Machinery and equipment 10% except on assets used for 
specific activities

Furniture and fixtures 10%

Cars, vans and trucks 25%

Leasehold improvements Lease terms

Environmentally-friendly machinery and 
equipment 100%

STOCK/INVENTORy
Purchases of raw materials, goods in process or finished goods intended for sale are 
deductible under the cost of sales system when sold by the company. Taxpayers can 
elect to use the FIFO, LIFO, identified cost and average cost methods.

INFLATION
The law recognises the effects of inflation on taxpayer’s debts and financial assets 
so that, in the case of assets, the view is taken that there is a loss of purchasing 
power of said assets with the passing of time and, in the case of liabilities, a gain is 
recognised. For such purpose, an annual average of financial assets and debts are 
determined. The inflation factor is applied to the delta obtained comparing the assets 
and debts, when the debts are higher there will be a taxable income, and when the 
assets amount is higher there will be a deduction.

INTEREST DEDUCTIONS
A thin capitalisation regime was incorporated into the law in 2005 in relation to loan 
finance obtained by Mexican-resident companies from overseas. Taking both related 
party and non-related party debt into account, interest payments are not deductible 
where the debt/equity ratio exceeds 3:1. Companies that do not meet this ratio will have 
a term of five years to reduce it in equal proportions per year. These rules do not apply 
to financial institutions. The interest paid that exceeds this ratio will be non-deductible. 
From 1 January 2007 onwards, only loans with foreign parties on which the company 
is required to pay interest are taken into account in determining the debt/equity ratio.

LOSSES
Tax losses may be used to offset taxable income obtained during the following ten 
years. The amount of tax losses is uplifted for inflation for the period from July of the 
year when they occur to June of the year when they are offset.

EMPLOyEE PROFIT SHARING
All employees of a company are entitled to a share of its profits. The profit sharing 
is computed each year at the rate of 10% of taxable income if any. There are certain 
specific items described in the law which have to be added or deducted from the 
taxable income for profit sharing computation purposes. Most of these relate to 
differences in the treatment of inflation accounting. From 1 January 2005, profit sharing 
paid in one year will be deductible from the after tax profit or loss of the following year.

INCENTIVES
The Federal Revenue Law establishes the following incentives for the FY 2011:
•	 	Fiscal	tax	credit	against	Income	Tax	for	consumption	of	diesel	in	business	or	

transportation activities.
•	 	Refund	of	the	Special	Tax	on	Production	and	Services	from	consumption	of	

diesel in agriculture activities.
•	 Fiscal	tax	credit	against	Income	Tax	of	the	fees	for	use	of	toll	roads.
•	 Exemption	of	the	New	Car	Tax	for	sale	or	imports	of	electric	vehicles.
•	 Exemption	of	the	Tax	on	imports	of	natural	gas.

c. foreiGn taX relief

CONTROLLED FOREIGN CORPORATIONS/ TAx HAVENS
The CFC regime when enacted was based on a geographical conception such that 
it only applied to transactions realised in specific countries or regions (Black List). 
Currently, this regime applies to income wherever derived where the tax charged 
was less than 75% of the tax that would have been paid in Mexico.
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Income is not subject to the CFC regime where the Mexican company does not 
control the overseas company or less than 20% of its annual income is passive 
income. For this purpose, control is that which allows the parent to decide the timing 
of distributions of dividends or profits.

d. corporate Groups

Corporate groups may choose to file consolidated tax results both for purposes 
of income tax as well as for purposes of the tax on assets. Consolidation involves 
combining the taxable income of all companies in the group, taking into account 
share percentages held by the holding company, and eliminating certain intercompany 
transactions. The major benefit derived from this procedure is the option to use tax 
losses from one company to offset profits in another company in the group. 

Since FY 2010, the corporate groups that have opted to consolidate must pay every 
year the tax-deferred in the prior sixth fiscal year. For the FY 2004 and earlier there 
is a special mechanism to pay Income Tax. 

e. related party transactions

The Secretary of the Treasury is empowered to alter the tax loss or profit in the case 
of transactions between related parties made at prices other than market prices, 
including sales or purchases, loans, rendering of services, lease or sale of real 
property, as well as use or transfer of intangible assets, when they are not realised 
at a fair market value.

Taxpayers are obliged to carry out an annual transfer pricing study. Taxpayers 
must apply the best method rule. As a default, this is taken to be the Comparable 
Uncontrolled Price Method (CUP), unless the taxpayer can prove that such a method 
is not applicable.

f. witHHoldinG taXes

DIVIDENDS
There is no withholding tax on dividends paid by Mexican companies.

INTEREST
The withholding tax payable on interest to non-residents depends on the type of 
interest in a range from 4.9% to 21% for payments to banks and other financial 
institutions and 30% in other cases.

ROyALTIES
Royalties payable to non-residents are taxed at the following rates:

For the right to use railroad wagons 5%

For the use of patents and trademarks 30%

Other categories of royalties 25%

Royalties paid to residents of countries with a preferential tax 
regime 40%

G. eXcHanGe control

There are no exchange restrictions in Mexico. Foreign currencies can be freely 
bought, sold and sent or transferred abroad, however, since the year 2010 there 
are limitations to the sale of dollars in cash.

H. personal taXes

Persons residing in Mexico calculate their annual tax on their total income generated 
both in the country and abroad. In the case of foreign income, taxes paid abroad are 
generally credited against taxes payable in Mexico. There are specific rules for each 
type of personal income such as: wages, fees, capital gains, dividends, etc. In the 
case of wages, the taxes are withheld by the employer.

In the case of salaries paid by a foreign company to a foreigner working in Mexico, 
personal taxes have to be computed and paid, except when the foreign company has 
no branch or fixed base in the country and the person spends less than 183 days in 
the country during the year.

There are only a few personal expenses that a taxpayer can deduct from their income 
which are as follows:
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(a) school transportation for their children (only in certain cases)
(b)  medical and dental fees, including hospital expenses for the taxpayer, spouse, 

direct-line ascendants or descendants
(c) funeral expenses for the persons mentioned under (b) above
(d) donations to authorised entities
(e) contributions for employee retirement
(f) medical insurance payments.

Provisional payments have to be made on a monthly basis by the employer and the 
annual taxes must be calculated at the end of each year. Personal tax rates apply up 
to a maximum rate of 28% in the case of foreign residents. The following tax rates 
apply to Mexican residents:

Monthly taxable income 

(MxP) 

Tax due on 
lower limit
(MxP)

Marginal rate 
on excess
(%)

Up to 496.07 0 1.92

496.08 – 4,120.41 9.52 6.40

4,210.42 – 7,399.42 247.23 10.88

7,399.43 – 8,601.50 594.24 16.00

8,601.51 – 10,298.35 786.55 17.92

10,298.36 – 20,770.29 1,090.62 21.36

20,770.30 – 32,736.83 3,327.42 23.52

32,736.84 – and above 6,141.95 30.00

i. treaty witHHoldinG taX rates

Mexico is negotiating with Hungary, India, Iceland, Lebanon, Malaysia, Nicaragua, 
New Zealand, Thailand and Ukraine. As a new approach to Mexican Tax Policy during 
2006, negotiations began with Bermuda and Panama, all of which are countries 
included in the tax havens’ black list.

The following rates apply.

Dividends
(%) 

(1) Interest 
(%) 

Royalties 
(%) 

Treaty Countries: 

Australia 15/0 15/10 10

Austria 10/5 10 10

Barbadous
Belgium

10/5
15/5

10
15/10

10
10

Brazil 15/10 15 15

Canada 15/10 15 10

Chile 10/5 15 15

China 5 10 10

Czech Republic 10 10 10

Denmark 15/0 5/15 10

Ecuador 5 15 10

Finland 0 10/15 10

France 5/0 15/10 15/0

Germany 15/5 15/10 10

Greece 10 10 10

Indonesia 10 10 10

Ireland, Republic of 10/5 5/10 10

Israel 10 10/5 10

Italy 15 15 15/0

Japan 15/5 10/15 10

Korea 15/0 5/15 10
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Dividends
(%) 

(1) Interest 
(%) 

Royalties 
(%) 

Luxembourg 15/8 10 10

Netherlands 15/5 10/15 10

Norway 15/0 10/15 10

Poland 5/15 10/15 10

Portugal 10 10 10

Romania 10 15 15

Singapore 0 5/15 10

Spain 15/5 5/15 10/0

Sweden 15 10/15 10

Switzerland 15/5 10/15 10

United Kingdom 0 10/15 10

United States 10/5 15/10 10

1  The lower rate applies provided the corporate shareholder holds a minimum 
percentage of share capital or voting power in the payer which varies depending 
on the country concerned. Individual tax treaties should be consulted to 
determine the applicable rate in particular circumstances.
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