SOLE ARTICLE. The Decree for the Promotion and Operation of the Export Maquiladora
Industry published in the Diario Oficial on June 1, 1988 and its amendments is modified as
follows:

oDecree for the Development of the Manufacturing, Maquiladora, and Export Services
Industrieso

Chapter 1. General Provisions

Article 1. The Decree seeks to promote and facilitate operations of manufacturing companies,
maquiladoras, and companies that provide export services.

Article 2. For the purposes of this Decree, unless otherwise specified:

1 Certified company (Empresa Certificada) is the omoral personé (persona moral)?
registered as such with Mexicois Tax Administration Service (Servicio de
Administracion TributariadSAT) of the Ministry of Finance according to the Customs
Law.

1 Law (Ley) is Mexicois Customs Law;

1 Manufacturing or Maquiladora Operation (Operacion de Manufactura o Maquila) is
the industrial or service process intended for the processing or transformation of foreign
merchandise temporarily imported for its subsequent exportation or the performance of
export-oriented services.

1 Submanufacturing or Submaquila Export Operations (Operacion de Submanufactura o
Submagquila de Exportacién) are the industrial processes or services directly related to
the operation of a manufacturing company with a Program, carried out by a different
individual than the Program holder.

1 Program (Programa)? is the authorization granted by the Ministry of Economy (SE) to
carry out manufacturing operations, in any form, to a company to operate under the
provisions established in this Decree.

1 Sector-Specific Tariff Reduction Promotion Programs (Programas de Promocion
Sectorial) are the Programs as referred in the Decree creating several Sector-Specific
Tariff Reduction Programs (PROSECS).

1 Regulations (Reglamento) are the rules of Mexicois Customs Law.
1 SAT (Servicio de Administracion Tributaria) is Mexicois Tax Administration Service.

1 Ministry (Secretaria) is Mexicois Ministry of Economy (SE).

1 Any reference to "moral persons" in Mexican law, including tax laws, include any one of the following
companies:

Sociedad en nombre colectivo (general partnership)

Sociedad en comandita simple (limited partnership)

Sociedad de responsabilidad limitada (limited liability company)

Sociedad anonima (corporation)

Sociedad en comandita por acciones (limited share partnership); and

Sociedad cooperativa (cooperative company).

2 Please note that when oProgramod is capitalized, it refers to the authorization granted by SE to carry
out manufacturing operations, in any form, to a company to operate under the provisions established
in this Decree.
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1 Controlling Partnership (Sociedad Controladora) is the company whose manufacturing
operations are regulated by a Program under the controlling companies scheme.

1 Tariff (Tarifa de la Ley de los Impuestos Generales de Importacion y Exportacion) is
Mexicois Harmonized Tariff Schedule (HTS);

Chapter I1I. Benefits of the Program

Article 3. In conformity with Article 9, item Il of Mexicois Federal Tax Code, the Ministry
will authorize only one Program to the moral persons residing in Mexico that pay taxes as
established under Title Il of Mexicois Federal Income Tax Law, which could include the
following modalities:

1 Controlling Companies, when in one single program the manufacturing operations of a
certified company denominated ocontrolling companyé and the operations of one or more
controlling partnerships (sociedades controladas).

1 Industrial, when an industrial manufacturing or transformation process is carried out
for export purposes.

1 Services, when services are performed on export goods or a company provides export
services, provided that these are meant to develop the activities SE determines, given
prior advice from the Ministry of Finance (Secretaria de Hacienda y Credito
Publico-SHCP).

1 Programs of Shelter (Albergue), when one or various foreign companies supply the
technology and the production materials, without directly operating the Program.

1 Outsourcing (Terciarizacion), when a certified company that does not have the facilities
to carry out manufacturing processes performs manufacturing operations through third
parties registered under its Program.

Article 4. Companies with authorized Programs can carry out the temporary importation of
the following merchandise to perform manufacturing operations and will be allowed to
remain in Mexico during the following periods:

I Up to eighteen months, in the following cases:

a) Fuels, lubricants, and other materials used during the manufacturing process of the
export merchandise.

b) Raw materials, parts and components destined to be incorporated to export
merchandise.

¢) Containers and packing.
d) Labels and brochures.

When the above merchandise is included in Annex Il and 111 of this Decree, the imported
products may remain in Mexico for up to twelve months. When the above merchandise is
included in Annex |11 of this Decree, the period will be up to six months only when they are
destined to the activities specified in article 5, item 111 of this Decree.

1. Up to two years for containers and trailer boxes

Il. While the Program is valid, in the following cases:



a) Machinery, equipment, tools and instruments, molds and spare parts destined for
the manufacturing processes.

b) Equipment and devices for the following areas: pollution control; research and
training; industrial security, telecommunications and calculations; laboratory;
measure equipment; product trials and quality control; as well as equipment that
deal with the usage of materials directly related with export goods and others that
deal with the manufacturing process.

¢) Equipment for the administrative improvements.

The merchandises listed in Annex | of this Decree cannot be imported under the Program.

Article 5. The SE, with prior advice from SHCP, will determine through a notice published
in the DOF the following :

I. The specific requirements that must be fulfilled in order to carry out the temporary
importation of merchandise listed in Annex Il of this Decree.

I1. The cap amounts for the temporary importation of merchandise for the textile and

the apparel sectors listed in Annex Il of this Decree, as well as the mechanism to
determine these caps and the specific requirements for the temporary importation.

I1l. The activities that can be carried out under the services modality, as well as the

specific requirements that must be fulfilled.

Article 6. The companies with Program that are registered as certified companies will
enjoy the following benefits:

VI.

VII.

VIII.

Authorization to use the tariff headings necessary to carry out their manufacturing
and export-oriented processes without having to apply for an extension of their
Program.

Exemption from compliance with the notice referred to in Article 5 of this Decree.

Authorization to clear customs at any port-of entry, except in those cases where SAT
establishes that certain merchandise must be cleared at a specific port of entry.

Authorization to clear customs in the business address (despacho aduanero a
domicilio) in conformity with SATis General Foreign Trade Law Regulations (Reglas
de Caracter General de Comercio Exterior-RCGCE).

Exemption from enrollment in the sector-specific importersi registry.

Consider as waste materials those that are manufactured in Mexico and are rejected
for its failure to meet quality control standards, as well as those that are obsolete.

Those [benefits] that relate to the collection of data included in the customs
documentation; reduction of fines and fulfillment of their obligations resulting from
the clearing customs in conformity with SATis RCGCE.

Other simplification measures to strengthen juridical security established in Mexicois
Customs Law through SATis RCGCE.

When exporting merchandise, companies will be entitled to a value added tax
(impuesto al valor agregado-1VA) refund, if their income tax statements show a credit
balance, as long as they request it within five calendar days and meet SATis rules as
established in the RCGCE.



X. For the purposes of article 155, item | of the Regulations, companies are exempted
from the requirement (as established in the notice to which this article refers to) to
provide the date and number of the official shipping document for temporary
importation (pedimento de importaciéon temporal) and the specification regarding the
industrial process the merchandise is destined to.

XI. Other [benefits] established by SE or SAT.

Article 7. When authorizing a Program, SE could simultaneously approve a Sector-Specific
Tariff Reduction Program,® depending on the type of merchandise the company produces or
export-related services it provides, provided that the company complies with the applicable
regulations. When dealing with a company under the services modality, the company is
only authorized to import under the Sector-Specific Tariff Reduction Program the
merchandise listed in article 4, item 111 of this Decree, provided that the imports are within
the sector the company is registered to.

Article 8. Companies can transfer merchandise temporarily imported under their Program
to other companies with Program or to companies registered in their Program to carry out
sub-manufacturing operations for export purposes, when these are directly and exclusively
related to the authorized Programis objectives in conformity with the corresponding
modality, provided that they comply with the provisions of this Decree and SATis RCGCE.
Companies from the auto parts industry with Program in the automotive industry or the
manufacturing industry for auto transport vehicles, can carry out transfers or sales in
conformity with SATis RCGCE.

Article 9. Once SE notifies the authorization of a Program, it will send the notification to
SAT so that the company is registered automatically in the Importersi Registry as
established in Mexicois Customs Law.

Article 10. Companies with Program can take advantage of SATis guidelines through its
RCGCE in order to keep an automated stock control system as it is referred in Mexicois
Customs Law.

Chapter II1I. Obtaining a Program

Article 11. SE will authorize a Program to the moral person that complies with the
provisions of this Decree, in conformity with the following:

I The interested party must submit the application before SE in the corresponding
forms, specifying:

a) General information about the company;

b) For merchandise to which article 4, numeral I, item b) of this Decree refers to, full
description of the manufacturing process or service that specifies the installed
capacity of the plant to process the imported merchandise (or service as established
in the Program), and the percentage of utilized capacity.

c) The tariff classification of the merchandise as referred in article 4, numeral 1 of this
Decree to be temporarily imported and the tariff classification of the final product

3 PROSEC Decree (Decreto PROSEC) is the Decree that establishes several Sector-Specific Tariff
Reduction Programs (PROSECs), published in the DOF on August 2, 2002, and its corresponding
amendments.



d)

f)

)
1.

that will be exported under the Program, that correspond to Mexicois Harmonized
Tariff Schedule (HTS).

The commercial description of the merchandise as referred in article 4, numerals 11
and 111 of this
Decree to be temporarily imported under their Program.

The manufacturing sector to which the company belongs to.

The commitment to carry out annual exports that exceed US$500,000 or its
equivalent in Mexican pesos, or to invoice exports for at least 10 percent of their
total invoicing.

The additional information that SE determines in the application forms.

The interested party must attach to the application as referred to in numeral | of

Article 11, the following:

a)

b)

c)

d)
1.

a)

b)

c)

V.

Certified copy of the set of documents by which a commercial company is legally
created (acta constitutiva) of the partnership, and its modifications if applicable;

Certified copy of the set of documents by which a company demonstrates ownership
of the premises where the operation of the Program takes place and photographs of
these premises. If the company leases the premises, the lease must be valid for at
least eleven months at the time it submits the application.

Maquila contract, purchase-sale agreement, purchase orders or actual orders,
demonstrating the existence of the export project; and

Any additional information that SE determines in the forms.
The applicant must also provide the following:
SATis Certificate of advanced electronic signature.

Activated Federal Taxpayeris Registry (Registro Federal de Contribuyentes 6 RFC).

The business address (domicilio fiscal) and other addresses where the company
carries out operations under its Program must be enrolled and activated within the
RFC.

The companies that request to operate under the controlling company modality

must comply with the additional requirements established by SE through a Notice.

V.

Prior to the authorization of the Program, an inspection of the premises where the

company will perform the operations under the Program will be carried out by:

a)

b)

SE, in all the cases.

Jointly with SAT, when the applicant requests to temporarily import the
merchandise in Annex |11 of this Decree and in any other case determined by SE and
SAT.

In the case of companies that request to operate under the outsourcing modality, the

inspection will be performed to the companies registered in their Program to carry



out manufacturing operations.

VI. The applicant must provide the geographical coordinates that correspond to its
business address (domicilio fiscal) and the addresses where it will conduct operations under
the Program, in conformity with the RCGCE. In the event the geographical coordinates do
not correspond to its business address or the addresses where it will conduct operations
under the Program, or the company fails to meet the inspectors in its business address or
other addresses where it conducts operations under the Program, the location will be

considered as dunfound.6

The Program can be extended to include, among others, merchandise or services, or to
include controlling partnerships and companies to carry out manufacturing processes under
the outsourcing modality, provided that the applicant presents before SE the appropriate

form.

SE will issue a decision regarding a Program application within fifteen working days as of
the next day the application is submitted. For other official procedures related to the

Program, the time period will be ten working days.

If the Ministry does not issue a decision by the established time periods in the above
paragraph, it will be understood that SE ruled in favor and will issue the corresponding

resolution.

Article 12. Programs will remain in effect as long as the holder of the Program continues to

meet the requirements established for its approval and the provisions of this Decree.
Chapter IV. Programis Operation

Article 13. Once a Program has been authorized under the controlling companies modality,
the individual programs of the controlling partnerships will be considered eliminated and

will not be able to benefit from a Program individually.

The controlling company is legally accountable before tax and customs authorities with
regards to tax credits and other tax or customs obligations derived from the temporary

importation of merchandise under their Program.

For the transfer and movement of temporarily imported merchandise under the Program
between controlling companies and controlling partnerships, compliance with the provisions
established by SATis RCGCE is imperative, without the need to use official shipping

documents (pedimentos).

Controlling partnerships must carry out the return, change of regime or the transfer of

temporarily imported merchandise under the provisions established in the individual



Program that was cancelled under the terms established in the first paragraph of Article 13,
and in conformity with SATis RCGCE.

Article 14. Those companies that import merchandise under a Program will be subject to

the payment of duties in conformity with the provisions established in Mexicois Free Trade

Agreements (FTAS), Article 63-A of Mexicois Customs Law, and the provisions established by
SATis RCGCE. The following duties may be applied:

1.

The duties established within Mexicois Law of General Tariffs on Imports and
Exports (Ley de los Impuestos Generales de Importacion y Exportacion).

The preferential duties established in Mexicois FTAs and preferential trade
agreements; or

The duties established under PROSECs provided that the importer is authorized to
operate under a Sector-Specific Program.

Article 15. For the purposes of Article 14, companies will not be subject to the payment of

duties in the following cases:

VI.

If temporarily imported merchandise listed in article 4, numeral | of this Decree
originates from a country with which Mexico has an FTA.

If temporarily imported merchandise is listed in article 4, numeral Il of this
Decree.

If temporarily imported fabrics manufactured and cut in the United States to be
assembled into garments and textile goods in Mexico in conformity with Appendix
2.4 of the North American Free Trade Agreement (NAFTA), are exported to the
United States. Also, if temporarily imported merchandise listed in Article 4,
numeral | of this Decree is used to manufacture textile goods and garments exported
to the United States.

If temporarily imported merchandise is listed in article 4, numeral | of this Decree
and does not originate from NAFTA countries and is incorporated to the goods
specified in NAFTAls Appendix 6.B and exported to the United States and Canada.

If temporarily imported fabrics into the United States (cut in the United States or
Mexico) are used to assemble garments in Mexico to be exported to the United States
or Canada. Also, if temporarily imported merchandise is listed in article 4,
numeral | of this Decree for the manufacturing of textile goods and garments to be
exported to the United States and Canada.

If temporarily imported merchandise is exported or returned in the same condition
in which it was imported. For these purposes, it is considered that merchandise is
exported or returned in the same condition when: (i) it is exported or returned in the
same condition without undergoing a manufacturing process; (ii) it is subject to
manufacturing operations that do not alter the packaging of the merchandise (e.g.,
load, unload, and reload operations); (iii) it is not subject to a chemical process (e.g.,
dilution in water or any other substance); (v) it is not subject to any cleaning
methods (e.g., oxide removal, grease, painting or any other coverings); (vi) it is
subject to the use of preservatives (e.g., lubricants, protective encapsulation or






