UNDERSTANDING
THE MEXICAN
CLOSING PROCESS

CLOSING OVERVIEW

This outline has been prepared on the basis of a standard cash purchase transaction. Of course there are
many variables that can occur, and the timeline is always subject to the Offer to Acquire and the dates
established for deposit and action.
While every effort will be made to close a transaction timely, the process is ultimately subject to the
Mexican requirements for Purchase and Sale as well as the availability of the Trustee Bank, Foreign Affairs
Ministry, Lawyers involved, the parties involved, the closing coordinator, the Notary and others.
Indulgence, patience and understanding is requested, if dates are delayed – the process has been simplified
over the years, however it is still a process without shortcuts.
Throughout the process and upon completion of the transaction, you can be absolutely certain that you and
your investment will be protected.
DAY 1 – The Offer is Accepted!
1. Purchaser and Seller execute the Offer to Acquire (‘Offer’), which constitutes an accepted offer to
purchase the property.
2. Purchaser executes an Escrow Agreement with the ‘Escrow Agent’ and Escrow Company. Escrow
Notification Letter with the offer and both Seller and Purchaser provide a copy of his/her US
passport(s) and driver’s license(s) and now with Money Laudering Law it requires KYC forms, Privacy
notices forms and others.
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DAY 2-14 – The Due Diligence Period
1. As normally indicated in the Offer, Purchaser will deposit the agreed upon Initial Deposit (usually
$5,000 to $10,000 USD), plus escrow fee into escrow within three (3) business days of acceptance (the
latest date on Offer signature line).
2. Purchaser’s Realtor will submit the fully accepted offer, escrow notification letter, Purchaser and
Seller’s IDs and all Seller’s ownership documentation to the Closing Officer and or Closing Company.
3. Closing Officer and or Closing Company will contact Purchaser upon notification that the Initial
Deposit has been received, provide a closing costs estimation and additional settlement requirements
and closing information and will work with Purchaser and/or Purchaser’s legal or fiscal counsel to
determine how Purchaser will take title of the property, as well as work through all due diligence
requirements and conditions established within the Offer.
4. Realtor will work with the both Parties, including Closing Company and/or Lawyers and/or Closing
Officer, Seller and Buyer to remove any contingencies, finalize inspections or inventories, etc., to remove
all conditions that would delay the Earnest Money deposit.
5. Should Purchaser continue to be committed to the purchase of the property, Realtor will then,
through their corresponding broker or officer, provide the wire transfer instructions and escrow
agreement to Purchaser for the Earnest Money Deposit (EM).
6. Should Purchaser decide not to move forward, the Realtor must facilitate the refund of the Initial
Deposit and advise Seller and the transaction will be cancelled.
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DAY 15 – The Earnest Money Deposit / End of Due Diligence Period
1. Purchaser executes the Escrow Agreement, a standardized agreement with Escrow Company.
2. Purchaser funds the Earnest Money Deposit, as indicated in the Offer. This deposit should be the full
Earnest Money Deposit, less the Initial Deposit; example – if the EM is 100,000 USD and the Initial
Deposit was 10,000 USD, the balance due is $90,000 USD (unless otherwise indicated in the Offer).
3. Purchaser additionally deposits the PRE-Closing Costs Fee (between $3,000 and $6,000 USD – Some
companies request up to 50%). This fee will be applied to the closing costs due at closing and will offset
the costs of pre-closing permits and requirements.
4. Should Purchaser not deposit the Earnest Money Deposit, Broker will provide notification to the
Realtor(s), Escrow Agent, Purchaser and Seller, and Purchaser shall have days to “cure” (deposit). If the
deposit is not received within the five (5) days and no extensions have been negotiated, the transaction
will be cancelled with no further responsibility to Purchaser or Seller and the Initial Deposit shall be
returned to Purchaser by Escrow Agent.

DAY 16 – 60 – Transfer of Title
1. Purchaser and Seller will provide all pending documentation to the Closing Company, Closing
Officer and/or Notary, to complete the Transaction File to be submitted to the Notary and
Trustee Bank. This will include all information to follow this timeline.
2. Closing Officer and/or Closing Company and/or Law Firm in charge of closing will provide the
Notary and Trustee Bank with the Transaction File with all requirements to the Notary, who in
turn will appoint an associate attorney to oversee the legal process of the transaction. The
Associate Attorney and the Notary will be available to answer questions to Purchaser, Seller or
their respective counsel at any time.
3.

The Notary will prepare a Capital Gain Tax estimation for the Seller’s Review (this is normally done
now prior to OFFER ACEPTANCE). Taxes are calculated over the adjusted peso value of both the
Seller’s purchase (cost basis) and the sale price of the property based on the estimated peso value of the
US D value at closing (Capital Gain tax or ISR for 2015 is 35% of the profit or gain in pesos).
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4.

5.

The Notary’s office will prepare the Trustee Bank Instruction Letters to be signed by both Purchaser
and Seller. These letters are the Parties’ notification to the Trustee Bank that the property has been
sold, the terms of the sale and acquisition, the appointment of the Notary as the official overseeing
the sale, and also provides a proxy to one of the Associate Attorneys in the Notary’s office to sign the
deed of title on behalf of Purchaser and Seller at closing, so neither Purchaser or Seller need be
present. This letter will be submitted to the Parties’ with instructions on how to have the document
authenticated in accordance with Mexican Law, including apostilles, notary in the US, Consular
Certifications, Translations and others.
Upon receipt of the Letters of Instructions by both Seller and Purchaser, or before, the Notary
and/or Closing Company, or Law firm, will request the Foreign Affairs Permit (FAM or SRE Permit)
from the Ministry of Foreign Affairs – a requirement for any foreigner purchasing in Mexico.

6. The Notary will prepare the Deed of Title held in Trust (‘Trust Deed’) for the Trustee Bank’s
review, as well as the parties. The Trust Deed, also called a Fideicomiso, is the ownership
mechanism for foreigners (non-Mexican citizens) in Los Cabos, as well as all coastal and border
areas of Mexico. The appointment of the Trustee is generally determined by the Notary and
will often be the same Trustee as the Seller’s for reasons of cost and continuity. The Trustee’s
only responsibility is to hold the Trust Deed on behalf of the Beneficiary Owner(s) and to act
in accordance with their instructions. Property held in trust is not considered an asset of the
Trustee Bank in accordance with the Mexican Constitutional Law. Also if there is an existing
Trust then an assignment of Beneficiary Rights can be prepared . If the Purchaser is Mexican
then the cancellation of the Trust and if both are Mexican is a Deed Transfer.
7.

Upon review and acceptance of the Trust Deed, as well as the additional closing documentation
requirements (see attached list), the Trustee will authorize the Notary to execute the Trust Deed with
the Parties’ or their authorized Proxy(s).
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Day 60 – 65 – Settlement and Closing
1. Upon the Notary’s receipt of the Trustee Bank’s letter of instruction and authorization to close
on behalf of the Parties, the Notary will prepare his notification to Purchaser to fund escrow
within five (5) days of the established closing date or as soon as possible.
2. Closing Officer, and/or Closing Company and/or Law Firm, will prepare a draft settlement for
Purchaser and Seller’s review, as well as the final wire instructions for Purchaser’s final deposit
to Escrow.
3. Purchaser and Seller authorize and sign the final Settlement Statement, which will be provided
to the Escrow Agent.
4. Purchaser funds Escrow with the balance of the Purchase Price, balance of Closing Costs and
any additional fees assessed or negotiated.
5. Upon receipt of written confirmation from the Escrow Agent that escrow has been funded in
accordance with the Offer and Settlement Statement, the Notary will complete all necessary
documentation for Transfer of Title and obtain the signatures required from the Trustee Bank
as well as Purchaser and Seller or their respective Proxy(s).
6. The Notary will submit to the Escrow Agent the following documents: a copy of the executed
Trust Deed in favor of the Purchaser, Certificates of No Liens and No Tax Debt, a Preventive
Notice of Sale filed in the Public Registry in favor of the Purchaser and a letter of confirmation
that title has been duly transferred by Seller to Purchaser in accordance with Mexican Law.
7. Escrow Agent will review all documents received by the Notary, verifying all conditions in the
escrow agreement for the release of funds and within two (2) business days will release all funds
in accordance with the Escrow Agreement and the Settlement Statement executed by Purchaser
and Seller.
8. This transaction has been successfully closed.
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AFTER CLOSING – Where is my Trust Deed?
1. During the immediate weeks following the transfer of title, the Notary will take the necessary steps
to register the updated Trust Deed with the Municipal Tax and Public Registry Offices, as well as
pay all requisite sale and acquisition taxes for both Purchaser and Seller.
2. Within 10-14 days, upon payment of the Purchaser’s acquisition tax, the Notary will issue a simple
(non-certified and non-registered) copy of the Trust Deed, to the Purchaser and their
representative(s) to assist in transferring utility contracts, finalizing club memberships, etc.
3. Approximately 3-4 months after closing, and upon recordation of the Trust Deed in the Public
Registry, the Notary will issue the final closing package which will include; A certified original Deed
of Trust in favor of the Purchaser, a certified English translation of the Deed of Trust, a summary
of all Property and Deed information, a final closing statement and all receipts for closing expenses,
fees and taxes paid, as well as a closing Escrow ledger to reconcile the deposits. All documents will
be submitted both in paper and digital formats to the Closing Officer who will forward to or hold for
Purchaser as requested.
4. Simultaneously the Notary will provide Seller with a copy of all fees and taxes (ISR) paid on his/her
behalf for credit in the US or Canada (or other treaty compliant country) for taxes paid on foreign
income earned.
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WHAT DOCUMENTS WILL BE PROVIDED AFTER CLOSING?
FINAL CLOSING PACKAGE delivered to Purchaser:
Certified copy of registered Trust Deed
Certified translation of registered Trust Deed
Trust Deed Summary form, itemizing the most important facets of the Trust Deed itself (Legal
Description, Owner of Record, Registered Value, Tax ID Number, etc.)
Final Settlement Statement & Escrow Disbursement Ledger and any applicable refund
All closing expense receipts including acquisition tax, bank fees, Notary’s fees., etc.
Copies of all prorated expenses paid, including property tax, HOA fees, etc.
Title Insurance Policy – if purchased
FINAL CLOSING PACKAGE delivered to Seller:
Certified Letter of Payment of Capital Gain tax (ISR) or exemption as applicable from Notary
Copy of Receipt of Payment of Capital Gain tax (ISR)
Copy of Receipt of Payment of any other affiliated expenses
Final Settlement Statement
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WHAT INFORMATION DO I NEED TO PROVIDE TO BUY OR SELL MY PROPERTY?
INFORMATION AND DOCUMENT REQUIREMENTS
Despite being held in trust by a Mexican authorized Trustee Bank, title can be held by Owner in nearly any
manner accepted in the US; as an individual(s) in joint or separate tenancy, in an estate trust(s), in an LLC
or incorporated entity, in a partnership agreement or in any combination thereof.
The requirements to complete the requisite file for the Notary, Trustee Bank and the Foreign Affairs
Ministry, however, are extensive. Documents related to companies, in particular, can cause confusion as
Mexico requires compliance to its own strict formation and operations requirements on foreign entities.
Current Money Laundry Law requires even more.

CLOSING COSTS IN MEXICO
EXPLANATION OF CLOSING COSTS IN MEXICO:
Closing costs in Mexico are quite different than most of our US or Canadian Purchaser’s are accustomed
to. The fees outlined below are a simple explanation of the fees associated with a cash transaction (nofinancing associated with the Property).
Closing costs are always assessed to the Purchaser and unlike in the US or Canada, these fees are not
negotiated for payment by the Seller. All Closing fees paid in Mexico (with exception to title insurance and
extraneous legal fees) are added to the Purchaser’s complete acquisition cost for cost basis. All taxes and
fees are calculated over the peso value of the registered purchase price of the property regardless of
currency transacted at purchase. Any fees provided prior to closing, and until date of payment, are subject
entirely to the peso exchange rates on the date of payment and/or exchange of currencies.
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FEE DESCRIPTION

ASSESSED BY/PAID TO

EXPLANATION OF COST/PURPOSE

-ISABI – Acquisition Tax

-Los Cabos Municipality

-2% of the Property Purchase

-Reverse Capital Gains
-Taz Appraiser Service

-Federal Gov
-3rd Party Appraiser

-25% of the difference between appraisal and purchase price
-Appraiser performs the requisite municipal tax appraisal to determine accurate cost basis of the
property from the assessment of both the acquisition tax (above) and future property tax payments.
This is not a commercial appraisal and does noet provide comparative market information.

-Tax Appraisal Permit Fee

-Los Cabos Municipality

-This fee is assessed on the purchase price and/or tax appraisal and records the tax Appraser’s findings
with municipal tax office.

-Public Registry Fee

-Los Cabos Municipality

-This is the recordation fee for the Deed of Trust in the Public Registry and is based on the Purchase
Price Value.

-Certificate of No Tax Debt
-Property Tax Debt
-No Water Debt

-Los Cabos Municipality
-OOMSAPAS (Water Service)

-These certificates assure that Seller has no debt recorded on the property and that no liens have been
filed for any reason against the property. This is an estimated flat fee as the cost fluctuates based on the
peso value. The certificate of no liens is pulled twide in the closing process.

-Notary Fee

-The Notary

-For the legal service associated with the transfer of the title, including Trust Deed elaboration, trustee
bank approval and communication, coordination of all municipal and federal permits, etc. The fee is
based on the Purchase price of the property and has a cap limit for properties valued at more than
$2mm USD.

-Foreign Affais Permit and
Registration (FAM or SRE)

-Foreign Affairs Ministry c/o of
the Trustee Bank

-This requisite permit fee is actually two costs – the permit fee, as well as the registration of the foreign
Purchaser(s)’ acquisition in Mexico, and authorization of purchase. This is a fixed fee.

-Trustee Bank Initiation
Fee

-The Trustee Bank

-This fee is assessed for the review and acceptance of the Purchaser’s Trust Deed. This is a fixed fee,
generally the same cost as the annual trust maintenance fee (below).

-Trust Bank Annual Fee

-The Trustee Bank

-This fee is assessed for the ongoing service of acting as trustee of the Purchaser’s Trust and the
associeated filing requirements. This is a fixed fee, specified in the Trust Deed at execution and while
the fee varoes by bank it is generally between $333 - $666 USD annually.

-Certified Translation Fees

-3rd Party Translator

-All documents associated with the Purchaser’s Acquisition but duly translated by a certified translator
for acceptance by the Trustee Bank, Notary and Foreign Affairs Ministry. This includes identifiacion,
proof of address, corporate or entity documents, etc. Cost is on a per page basis. The cost of the
certified tranlation of the Trust Deed is included, however, in the Transaction Fee.

-Transaction Fee

-Closing Department

-To offset the cost of courier services, foreign notary services for document authentication, etc. This is
a flat fee.

-Escrow Fee

-Escrow Agent

-The cost of the escrow service and supervision. This is a fixed fee.

-Oprional – Title Insurance
Fee

-Title Insurance Company

-Depending on the Company.

What closing fees does the Seller Pay?
At settlement, Seller is responsible for:
Payment of all debt associated with the Property
Capital Gain Tax (ISR) and Filing Fees
Seller’s legal fees
Realtor’s sales commissions
Prorated fees assessed for property tax, homeowner’s associations and utilities if applicable (these items
may be a credit to Seller paid in full at closing).
How is Seller’s Capital Gain Calculated?
The Notary will calculate the Seller’s capital gain tax based on Seller’s purchase price, in Mexican Pesos, at
acquisition. This information is indicated in the deed of title.
To the Seller’s original purchase price, the Notary adds to the value, the cost of any construction or
remodel facturas, as well as the closing costs Seller paid at acquisition. After applying annual inflationary
credit and construction depreciation factors, the resultant cost basis is determined.
The Notary then determines the capital gain tax (ISR) by subtracting the cost basis, as well as the sales
commission from the sale price, to obtain the ‘gain’, which is taxed at 35%.
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