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For the Director

Possibility to pay in installments Taxes Withheld and Taxes Charged

Starting on April 1t and up to December 31st, a program will be in force, through which SAT (equivalent in
Mexico to US IRS) through the fifth amendment to 2008 Miscellaneous Resolutions, makes adjustments to
rulings in the Federation’s Fiscal Code regarding payments to the Mexican Federal Treasury in installments,
authorizing taxpayers to pay in up to 12 monthly installments, equal and successive, taxes withheld (IT and
VAT) and taxes charged (VAT and Sumptuary Tax) corresponding to 2008 and previous fiscal years.

To this purpose, taxpayers must file a document with the corresponding Local Taxpayer Services Administration
(ALSC), declaring under oath that they are, and have the purpose to stay, up to date in the observance of their
fiscal obligations for 2008 and 2009, regarding obligations other than those stated above, producing initial
payment, starting to exercise this choice, which will be authorized if they are not under any legal proceeding
grounded on probable transgression in fiscal matters, or are responsible for such transgressions.

The conditions to choose this alternative are as follows:

a) The amount of unpaid taxes, updates for such amount (taking into consideration inflation form the date
payment must have been made until the date when the first payment is made) and surcharges for
payment in arrears (1.13% per month) accrued on the date when the first payment is made will
become principal.

b) The first payment must be at least 20% of the amount mentioned in item a) above. No voluntary
payment on account of the unpaid tax made before formally choosing this option shall be considered to
be part of the first payment.

¢) The amount of each installment shall be determined by SAT.

d) As of that date, surcharges will accrue on extensions, which already include inflation and therefore the
rate will vary depending on the number of installments to be paid.

e) The obligation to guarantee fiscal interests is waived, or it is conditioned to payment of all installments
when and for the amount due.

f) If, while installments are outstanding, a reimbursement is requested for balances of federal taxes in
favor or for overpayments, and if such reimbursement is authorized, fiscal authorities shall offset such
amounts, and any balance payable by the taxpayer shall be paid in installments.

g) The authorization shall be annulled — and therefore any outstanding balance will return to the usual
update and surcharges for payment in arrears — and an administrative proceeding may be filed against
the taxpayer, in the following cases:

o |f the taxpayer files a supplementary return amending the amount of taxes considered to obtain the
corresponding authorization, except if such supplementary return is filed as a fiscal correction
(spontaneous return within an auditing process).

o Failure to pay 2 installments, or even the last installment.

o Whenever the taxpayer had misrepresented.
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The following tables show the surcharges rates that will apply when this option is chosen, as well as the dates
when the notice must be filed and the first payment must be made:

1. Taxpayers who self-determine the unpaid tax liability or who make a self-correction.

Monthly Date of:
Installments Sl:;tc:?%e First payment Notice filing
1t06 1.00 Between April 1% and July 30" | Within 5 working days after the
7to012 1.50 date when first payment is
1t06 1.20 Between August 1% and made.
71012 1.70 December 31%

2. Taxpayer with firm unpaid tax liabilities (which cannot be legally challenged by the taxpayer)
controlled by tax authorities and those determined by such authorities in audits.

Monthly Date of:

Installments Slr";tc:?);ge First payment Notice filing
1t06 1.50 Within 10 working days after | July 30" By June 30"
7t012 2.00 tax authorities deliver Form
1t06 1.70 FMP-1, but no later than: December | By November 30"
710 12 2.20 31

Think about it

Amnesty in payment of IT for capitals repatriation

As has happened several times for individuals (natural persons) and for the first time for companies (juridical
persons) which have obtained income from resources kept abroad whether directly or indirectly and prior to
January 1, 2009, even in “fiscal paradises”, may choose to regularize failure to pay Income Tax that could have
been accrued, except for those corresponding to concepts that have been deducted by a resident in Mexico,
both for the fiscal year when IT is paid as per the guidelines in the Decree and for previous fiscal years,
considering a differentiated scheme, which main characteristic is a lower rate and, in case of individuals,
enjoying a virtual and promising anonymity before SAT, when said resources are brought back to Mexico
between March 27 and December 31, 2009.

This is grounded on the issuance by the Federal Executive Power of the “Decree granting several fiscal benefits
on Income Tax regarding deposits and investments received in cash”, (Capitals Repatriation Decree, which was
published in the Federation’s Official Gazette last March 26t), which purpose is fostering productive investment
and providing support to economic activity in Mexico, as well as protecting employment.

It is important to clear out that the Decree’s premises are far from “washing capital for fiscal or even legal
purposes” but it is meant to bring back their yield; therefore, both tax and legal authorities may question the
origin of the resource and, whenever applicable, charge to the corresponding taxpayer any unpaid taxes and
apply any applicable sanctions and other penal consequences.
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The guidelines stated in the Decree are the following:

Resources will be considered received in Mexico on the date they are deposited in a Mexican credit
institution or brokerage house.

Only resources invested and that stay invested in Mexico for at least 2 years as of the date of return
shall enjoy the benefit, according to general rules issued by SAT.

Tax will be computed without applying any deduction, 4% for individuals and 7% for juridical persons,
on total amount of resources returned (through stamps system).

The rate of exchange applied will be the one published by BANXICO in the Federation’s Official
Gazette on the day previous to the date when resources return to Mexico or, whenever applicable (an
assumption which is practically unviable) at the rate of exchange for which the corresponding foreign
currency is purchased.

The corresponding Income Tax shall be payable within 15 calendar days after the date when the
resources are received in Mexico from abroad.

Such payment shall be made by purchasing stamps in Mexican credit institutions or brokerage houses,
stating the date of purchase, amount of Income Tax paid and name and signature of the individual who
purchases them. In case of juridical persons, include corporate name and name and signature of legal
representative.

Obviously, taxpayers shall be responsible for the truthfulness of data stated in the stamps. Said stamps
must be kept together with deposit slips or vouchers supporting the investments made in Mexico for 5
years, starting on the date of purchase of the stamps.

Credit institutions or brokerage houses in Mexico, after writing down the above-mentioned information,
must seal the stamps.

For statistics purposes, credit institutions and brokerage houses must report every month to SAT, using
the forms and on the dates determined by this agency, the total amount of stamps purchased at said
credit institution or brokerage house.

Juridical persons, in addition, must file with SAT's AGGC within 15 days after paying the Income Tax, a
document including the following information:

1) Corporate name, fiscal address and Federal Taxpayer Number.

2) Date and amount of resources returned to Mexico.

3) Amount of Income Tax paid through stamps’ purchase.

4) Folio of stamps purchased.

This document must also be kept for 5 years.

Juridical persons must compute UFIN corresponding to the total amount of resources returned to
Mexico deducting from fiscal profit the Income Tax paid.

Fiscal profit determined for the resources brought back to Mexico will be the taxable income for
Workers’ Share in Profits purposes.

Formal fiscal obligations, such as filing provisional payment returns, annual returns and notices, among
others, will be considered observed regarding repatriated resources.

Payment of Income Tax under this Decree shall not be creditable for Flat Tax purposes.

Benefits arising from the Decree will not be accruable for Income Tax purposes; they are obviously not
an income taxable with Flat Tax as per the terms of the corresponding Law on this matter.

Benefits applied as per this Decree shall not lead to a reimbursement (even in case of non-due
payments) or credit (for example credits to salaries, subsidies for employment or any compensation),
therefore Income Tax accrued cannot be paid, for example, with a balance in favor of VAT.

Whenever an audit (either direct, desk or by certificate) had been started on a taxpayer, or if the
taxpayer has filed any defense or jurisdictional proceeding, prior to the date of payment of IT under
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Decree (with stamps), such taxpayer shall be unable to apply the benefit of the Decree. In both cases
regarding the fiscal regime of the income kept abroad until December 31, 2008.
r)  SAT may issue the rules required to apply the above-mentioned Decree.

Between theory and practice

Income Tax computation for capitals repatriation

Let's assume the case of a taxpayer, natural person, who kept abroad for some time resources for
US$534,922.81, and not paid Income Tax in Mexico on said amount, which was generated by interests
obtained from financial investments in the amount of US$4°000,000.00 on which IT was paid at some time in
Mexico for being generated by the individual's business development but, when invested in a US bank, Income
Tax was not paid on the interests and, of course, the profit obtained from currency exchange both on capital
and interests.

When resources from interests in US Dollars paid by the US bank to the taxpayer are brought back to Mexico
on April 16, 2009, we have:

Interests in US Dollars, not declared in Mexico, which are transferred to a Mexican bank 534,922.81
Rate of exchange published by BANXICO on Wednesday, April 15, 2009 13.0860
Amount of taxed income for purposes of Capitals Repatriation Decree $7°000,000
IT rate as per the Decree (for individuals) 4%
IT payable using stamps system $280,000

If the taxpayer had declared the corresponding income when obtained, he/she would have paid Income Tax for
at least $1'919,667.00, considering the same basis and applying the rate of exchange of Article 177 in force in
2008, on $7°000,000 (Income Tax on profit obtained from currency exchange both for capital and interests still
to be computed). Obviously, applying the Decree is beneficial, because the taxpayer is not disbursing, in this
case, Income Tax for $1°639,667.00 by regularizing the income in the above-mentioned terms.

However, it would be undoubtedly expensive to make the mistake of bringing back both capital and interests
under the parameters and rules of the Decree, for it would be as follows:

Interests and capital in US Dollars, not dclared in Mexico, tranferred to a Mexican bank 4'534,922.81
Rate of exchange published by BANXICO on Wednesday, April 15, 2009 13.0860
Amount of taxed income for purposes of Capitals Repatriation Decree $59°344,000
IT rate as per the Decree (for individuals) 4%
IT payable using stamps system $2°373,760

As may be observed, in addition to considering surcharges computed on the unpaid tax and penalties
applicable when the omission is detected by fiscal authorities, payment of Income Tax is truly inconvenient in
this case and, as mentioned above, the amount paid in excess would give no right to reimbursement. Taking
this into consideration, it seems wise to bring back to Mexico under stamps system only the investment’s yield
and repatriate the capital through ordinary means, finally under the Decree the omission incurred by income (all
of it) arising from resources kept abroad is redeemed.
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Less chat, more action

Computation of UFIN and taxable income basis of Workers’ Share in Profits for purposes of Capitals
Repatriation Decree
Let's consider the taxable basis in the example above, assuming, of course, this is a juridical person:

Amount of income taxed for purposes of Capitals Repatriation Decree $7°000,000
Income Tax rate as per the Decree 7%
Income Tax payable using stamps system $490,000

Taxable income for purposes of Workers’ Share in Profit would be $7°000,000.00 because, as mentioned
above, this income does not allow any deductions. On the other hand, UFIN would be computed as follows:

Fiscal profit on repatriated resources (same as income) $7°000,000
Minus Income Tax payable using stamps system ($490,000)
UFIN in the fiscal year for capitals repatriation 6°510,000

Of course, from the Decree’s rules we conclude that this UFIN is added to CUFIN upon closing, with no
adjustment whatsoever for inflation, which had previously acknowledged, whenever applicable, total UFIN for
the fiscal year or the effect of negative UFIN, if any.

Cada una de las Firmas miembro de DFK International constituye una entidad legal autonoma e independiente. DFK MEXICO - DERECHOS RESERVADOS 2009

Question of the month

Does Miscellaneous Rule 1.4.27 allow universal compensation of Flat Tax balance in favor in case there
is no Income Tax payable for the fiscal year?

Under a literal interpretation, unfortunately the rule does not allow taxpayers to offset Flat Tax balance in favor
against other taxes, because this tax is born “after” offsetting it against IT for the fiscal year. This turns out to be
truly absurd; we think that the sense and justification for the rule was opening to any possibility within the legal
framework of universal compensation of said balance; therefore, SAT is expected to issue soon an amendment
to this rule, to put it under a hypothesis similar to rule 1.11.32., which allowed evading a similar provision
established in the corresponding law, which denied the right for universal offset by stating it was impossible to
make credits against the taxpayer's own Income Tax and, whenever applicable, Income Tax withheld.

It is to be mentioned that such rule 1.11.32 was enforced at the same time as the related issue, i.e. on April 1st.

Give unto Caesar é

"To endure is the first thing that a child ought to learn, and that which he will have the most need to
know."
Jean-Jacques Rousseau. French philosopher, political and social thinker, musician and botanist.
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