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Mexico's tax
authorities issue
temporary requlations
for nonresident
providers of digital
services

The Mexican tax authorities issued temporary regulations that implement
various provisions of the recently enacted tax reform, including new Title 12
on the rendering of digital services. Title 12 establishes new tax obligations for
digital service providers, including nonresident providers that otherwise do not
have a taxable presence in Mexico.

Title 12, Rendering of Digital Services, is divided into three chapters. The
first chapter addresses general requirements for the digital services provided
directly to recipients. The second chapter addresses digital service providers
that act as intermediaries, and the third chapter addresses obligations and
options for individuals that provide services or sell goods through a digital
platform. This Tax Alert covers the regulations for nonresident digital service
providers in chapters one and two.

Background

Mexico's tax reform includes rules that impose tax obligations on certain digital
service providers, including nonresidents without a permanent establishment
in Mexico. These obligations include registration in Mexico with the taxpayer
registry as well as the collection and reporting of value-added tax (VAT) on
certain transactions. The rules for digital service providers become effective

1 June 2020 and will require nonresident service providers to establish a tax
domicile in Mexico, appoint a representative in Mexico, and establish a system
for collecting and reporting transactions in Mexico, among other things.
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Registration for a tax identification number

To meet their income tax and VAT obligations under the
tax reform, digital service providers must register with the
taxpayer registry using new forms. Generally, these forms
can be summarized as follows:

1/PLT - Request for taxpayer registration in the federal
taxpayer registry of nonresident digital service providers.
This request for a taxpayer identification number (RFC) must
be submitted along with the taxpayer’s official tax address in
Mexico and the name of the taxpayer’s legal representative.

2/PLT - Request to establish electronic signature for
nonresident digital service providers. Upon obtaining an
RFC, an electronic signature must be established for the
legal representative for purposes of filing tax returns and
documents.

3/PLT - Request for registration as a withholding agent in the
taxpayer registry of nonresident intermediation digital service
providers. Digital service providers that act as intermediaries
between third parties for the sale of goods or services must
withhold VAT and income tax on certain transactions. As
such, registration as a withholding agent is required.

4/PLT - Notice of update of economic activities and
obligations for platforms that provide intermediation digital
services. This document is required when a digital service
provider changes the type of service it provides to include
intermediation activities. This document is specifically
required for service providers that registered with the

tax authorities before 1 June 2020 and must be filed by
30 June 2020.

The tax authorities will publish the list of registered digital
service providers on a bimonthly basis within the first 10 days
of January, March, May, July, September and November
each year. This list will include the name of the digital service
provider, commercial name, city and country of incorporation,
and date of registration.

To the extent that a Mexican resident pays for digital services
and the service provider is not registered with the Mexican
tax authorities, the taxpayer should self-assess the VAT as
“an incidental act subject to VAT" within 15 days of payment.

Invoicing requirements

Digital service providers must issue invoices to the Mexican
residents, upon request, that separately state the value of
the services and the VAT. The temporary regulations require
the invoices to include the following information:

» The service provider's name

» The city and country where the invoice is issued
» The service provider's RFC

» The price or value of the services without VAT

» The VAT amount for the services

» A description of the service or transaction

» The date of issuance and period covered by the
consideration

» The tax identification number of the recipient of the
services

The service provider must issue the invoices in PDF form and
send them electronically to service recipients upon request.

For services whereby the digital service provider acts as

an intermediary, a formal electronic receipt (CFDI) must be
issued beginning in 2021. This document should indicate the
amount of the income or VAT withheld on the transaction
and should be coded as “Technological Service Platform."”
Before 2021, individuals engaged in the sale of goods or
services may issue an informal document as a receipt. The
document, however, must include:

» The name or identity of the service provider

» The city and country in which the invoice is issued

» The service provider's RFC

» The individual's RFC, if available

» The amount of the consideration for the services without
VAT

» The amount of the VAT for the service

» A description of the service or type of transaction

» The date of issuance and period covered by the payment

» The number of the bank account into which the
consideration was deposited

» The income tax withheld on the total amount of income
earned by the individual through the platform for the month

» The amount of VAT withheld from the collected payment

Payment of tax

Mexican taxes must generally be paid through a Mexican
bank account in pesos. The temporary regulations permit
nonresident service providers to remit the tax in foreign
currency through banks designated by the tax authorities.
There are rules addressing the calculation of the tax in the
foreign currency. These rules allow digital service providers to
pay the tax without the need to open a Mexican bank account.
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