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On June 2oth 2017, the Decree approving the amendment of the Agreement between the United Mexican States and 
the Kingdom of Spain was published in the Federation’s Official Diary to avoid double taxation in relation to Income 
and Patrimony Tax and to prevent Fraud and Fiscal Evasion and its Protocol, done in Madrid on July 24, 1992, signed 
in Madrid, Spain, on December 17, 2015. (Hereinafter referred to as the "Protocol"). 

The Protocol reflects the evolution of the fiscal policy of both countries since the Convention was signed in 1992. The 
preamble to the Convention has been amended to make it clear that it is not the intention of the Contracting States 
to take advantage of opportunities through tax evasion or avoidance through the Convention. 

What are the most relevant amendments? Among the most relevant amendments of the Protocol are the tie-
breaking rules to determine the residence of legal persons in both Contracting States, provision 27 related to the 
Exchange of Information is incorporated, the retention rate is adjusted in the case of dividends with a general rate of 
10 per cent, provision 22 related to the Permanent Establishment for the Oil and Gas Exploration and Production 
Industry is incorporated. 

Regarding capital gains, the 25 per cent participation requirement and the holding period thereof were eliminated so 
that gains on the disposal of shares in a company could be taxed in the State of the source, establishing in its place a 
maximum rate of retention of 10 percent on the taxable profit. 

The term “Associated Companies” is defined and also includes a limitation for Mexican companies to tax the 
underlying companies of the Spanish subsidiaries, in cases where the first hold at least 10 percent of the latter. The 
foregoing reflects the current content of provision 5 of the Mexican Income Tax Law. 

In view of the above, the Protocol allows the Convention to continue to fulfill its main objective of eliminating double 
taxation by harmonizing the tax systems of the Contracting States and providing legal certainty to the tax system 
applicable to investment in Mexico and Spain, Which will promote business between the two countries. The Protocol 
will become effective three months after the exchange of diplomatic notes on the fulfillment of the internal 
requirements of each Contracting State. 

  

http://www.ontier.net/
http://www.ontier.net/
http://www.ontier.net/

