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Mexico City, June 21, 2024 

 

Legal Challenges of VAT 

 
The legislation surrounding VAT in Mexico is notoriously complex, often leading to confusion among 

taxpayers. The Value Added Tax Law and its regulations contain numerous provisions that must be 

correctly interpreted and applied. This complexity is exacerbated by constant tax reforms aimed 

at adjusting the legal framework to new economic and technological realities. For businesses and 

tax professionals, staying up-to-date with these changes is essential but also challenging, as any 

misinterpretation of the law can result in significant penalties. 

 

Tax evasion and avoidance are persistent issues within the VAT system. Some taxpayers seek to 

circumvent paying the tax through various illegal strategies or by skirting legality. This includes the 

use of fake invoices, underreporting income, and excluding certain transactions from accounting 

records. Tax authorities, on their part, must deploy significant efforts to detect and sanction these 

practices. This involves using advanced technologies, conducting thorough audits, and imposing 

severe penalties. However, the battle against tax evasion and avoidance is ongoing and requires 

constant vigilance. 

 

The digital economy presents new challenges for VAT collection. With the growth of e-commerce 

and digital services, transactions without a clear physical presence in the country have become 

common. This complicates the determination of tax jurisdiction and the proper application of VAT. 

Recent tax reforms have attempted to address these challenges by establishing VAT obligations 

for foreign providers of digital services. However, the effective implementation of these reforms 

requires international cooperation and robust enforcement mechanisms. 

 

VAT is a vital component of Mexico's tax system, but its administration and compliance pose 

several significant legal challenges. The complexity of the legislation, the fight against tax evasion 

and avoidance, the impact of the digital economy, disputes, and the need for international 

harmonization are areas that require continuous attention and innovative solutions. Businesses and 

professionals must be well-informed and prepared to overcome these challenges, ensuring 

compliance and optimization of their obligations. Therefore, the Tax Area of ECIJA Mexico offers 

specialized legal and tax advice, serving as an indispensable tool for facing VAT challenges in a 

dynamic and ever-evolving environment. 
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