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FOREWORD 

In many respects, the .operations. of foreign trade are. much more 
complicated than domestic transactiOns. The problems mvolved are 
more than intermediate difficulties arising from national boundary 
lines, taking the form 'Of differing curre~cies and trade b~rriers. 
There is also the necessity of adaptmg busmess methods to different 
cultures. Among the factors requiring special consideration in deal
in.., with any foreign cbuntry is its legal structure. In some in
st;nces, the basic law; follows the same outlines as our own. H?~
ever, in those countries whose legal system takes the form of CIVIl 
law rather than common law, the need for detailed information if 
trade is to be carried on intelligently and profitably, is particularly 
marked. · . 

The present study of the legal framework surrounding commercial 
transactions in Mexico is of•special significance, for basic changes 
have recently been made there. A new Civil Code, in effect in the 
Federal District and adopted by several States, has introduced ma
terial changes in fundamental contract law. It now liberalizes the 
exceedingly strict regulations governing the execution and use of 
powers of attorney and encourages the extension of credit by legal
izing conditional sales. An income-tax law not only «:!ompletely 
changes existing rates but alters the method of assessing the tax. A 
new law governing bills of exchange and negotiable and other credit 
instruments facilitates and clarifies the use of these documents which 
are so necessar.Y to foreign trade. Likewise, a new law of communi
cation, regulatmg both transportation and communication, more defi
nitely defines the rights and liabilities of carriers and shippers. 

Mexico is at present our most important export market to the 
south. During 1933, Mexico took approximately $37,500,000, worth 
of our merchandise, compared with $36,900,000 shipped to Argentina 
and $29,700,000 to Brazil, our next ·best :Latin American markets. 
However, Mexico in 1933 only ranked fifth among the countries of 
that area as a source of United States imports, being surpassed by 
Brazil, Cuba, Colombia, and Argentina. Our imports from Mexico 
in that year were valued at $.30,716,000. 

General business conditions in Mexico have been rather steadily 
on the up!!racle since the middle of 1932. The last crop season 
was fav~milii~, and agricultural producti?n is being stimulated by 
the cred1t policy of the Government. Durmg the last 2 years Mexico 
has become practically self-sufficient in wheat, flour, and eO'gs and 
has greatly reduced her imports of butter. There has b~en' con
siderable expansion in manufacturing, which now occupies an im
po!·ta!lt place in the ~ati~nal ec<?nomy. Reports indicate . that the 
prmcipal manufacturmg mdustnes had a prosperous year durin" 
1933 and ~e.re still doing well up to the time this bulletin went t~ 
p:ess. l\~mm:; prospects have been somewhat improved by the 
higher pr.1ce ot metals. 

IX 



FOREWORD 

At the beginning of 193-l the Government launched a 6-year plan 
of economic reconstruction, which calls for an extensive pro~ of 
public works, particularly in connection with highways, irrigation, 
sanitation and water supply, housing, and railway and port con
struction. Private construction also has been more active than for 

manThisY_ years.b. · f · d b · dit" f · d com mation o unprove usmess con 1ons, oretgn tra e 
volume and far-reaching changes in basic law makes exceedingly 
timely the publication of this study. The purpose of this publica
tion is "Jlot only to provide a handbook for lawyers, but to provide 
a legal background upon the basis of which tbe export executive may 
intelligently consider his Mexican policy and problems, and note 
the sign posts which will enable him to sk,irt legal pitfalls and be 
forewarned of legal difficulties. The protective measures to be 
adopted in each instance are for the exporter's counsel, who then 
may forestall them and not be relegated to the position of endeavor
ing to extricate the exporter from a legal situation made difficult 
by the lack of proper precaution. · 

This study contains not only information which will enable the 
exporter more intelligently to shape his export policy and d~an 
his export machinery, but also information concerning many specific 
problems that may arise. For the lawyer it is a convenient reference 
book which will assist him materially in answering many of the 
problems presented to him, and also a ¥aluable guide in briefing 
many of the more difficult and less common problems that may arise 
in the co~e of his practice. 

Cuunros T. MURCHISON, DirectO'I', 

JUNE1934. 
B'fl'l:eau of FO'I'eign a:nd Domestic Commerc~. 



TRADING UNDER THE LAWS OF MEXICO 
I. INTRODUCTION 

The Republic of Mexico is a federation of 28 States, the territories 
of Northern and Southern Lower California, and the Federal Dis
trict, in which is included the capital and principal city of the 
country, Mexico City. 

According to the Constitution of 1917 the Federal Government of 
Mexico is divided into three branches, namely, the executive, the 
judicial, and the legislative. The first consists of a President elected 
by popular vote for a term of 6 years and a cabinet of Secretaries 
appointed by him to head the following departments (see p. 4): 

Secretnrln de Relnciones Exterlores (Department of Foreign Relations). 
Secretarin de Hacienda y Credito Ptiblico (Department of the Treasury 

nnd Public Credit). 
Secretarfa de Agricultura y Fomento (Department of Agriculture and 

Fomento). 
Secretarin de Guerra y 1\Inrlna (Department of War and Navy). 
Secretarla de Gubernaci6n. (Department of Government) • 

. Secretarin de Comunicnciones y Obras Pf1blicns (Department of Com
munications and Public Works). 

Secretnria de E'lucnci6n Ptiblica (Department of Education). 
Secretnria de Ia Economia Nacional (Department of the National 

Economy). 
Dt>partamento de Salub1iuad Ptiblica (Department of Public Health). 
Departamento del Trabajo (Department of Labor). 
Departaruento Agrarlo (Agrarian Department). 

The legislative branch consists of a. House of Representatives, the 
members of which are elected, 1 for every 60,000 inhabitants or 
fraction thereof exceeding 20,000, for 3 years, and a Senate consisting 
of 2 members from ea.ch State elected by popular vote for 6 years. 
These bodies meet annually on September 1 in regular session which 
may not extend beyond December 31 of the· same year. The Presi
dent may summon them to meet at any time in special session. 

The judicial power is vested in a Supreme Court of 16 "ministros" 
elected for life by Congress, and circuit and district courts whose 
judges are appointed by the Supreme Court for a term of 4 years. 

CODES IN FORCE 

In order that the codification and operation of Mexican commercial 
law may be understood more readily it is well. to examine briefly 
certain historical aspects surrounding it. The Ordenanzas de Bilbao, 
a comfilation of commercial rules and regulations enacted by the 
city o Bilbao, Spain, were in :force in Mexico during the Spanish 
regime and subsequently until 1884. In 1854 a Code of Commerce 
known as the " C6digo de Lares" went into operation, but it was 
annulled shortly thereafter and the previous legislatioo reenacted. 

1 
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'J;he Mexican Con~titntion of 1857 empowered Congress to promul
gate mining and commercial codes for the whole nation. Under this 
authority the Code of Commerce of 1884 was enacted, to be succeeded 
5 years later by another which is in effect today. The Constitution of 
1917 not only did not revoke the authority to legislate concerning 
these matters, but increased it to include institutions of credit and 
the sole bank of issue. 

Congress, which is authorized to legislate for the Federal Dis
trict and territories, enacted the Civil Code of 1884 for these juris
dictions. This constitutes the basic fundamental law in force, appli
cable even to commercial matters whenever they are not specifically 
covered by commercial legislation. The code was substantially 
adopted by all the various States, the power of these jurisdictions to 
legislate on the matter not having bPen specifically surremlered to 
the central Federal Government. Mexican Jaw, therefore, is uniform 
as regards commercial matters; with respect to the civil, substantial 
uniformity had been achieved until 1932, when a new Civil Code 
went into operation in the Federal District and territories. The va
rious States, with the exception of Veracruz, Queretaro, San Luis 
Potosi, and Coahuila, have not promulgated this code, but the ten
dency is toward its adoption throughout the nation in due course of 
time. 

Substantial uniformity exists in Mexico insofar as procedure in 
litigation involving civil matters is concerned. Each State has 
adopted its own rules, while Congress enacted a new "Code of Civil 
Procedure for the Courts of the Federal District and Territories," 
in 1932, and promulgated the "Federal Code of Civil Procedure " 
for the Federal courts in 1908. Litigation involving commercial 
acts and contracts is governed by the Code of Commerce; the corres
ponding procedure, therefore, is uniform throughout Mexico. 

In addition to these codes and several others of no immediate con
cern to the matters herein treated unless expressly mentioned subse
quently, several special laws in force in Mexico merit the considera
tion of traders in general in the formulation of the policy to be 
followed and manner of conducting their export trade in Mexico. 
Mention of this legislation and a brief discussion of its nature and 
effect is made in this bulletin. 

CONFLICTS OF LAWS 

vYheneYer the rights and obligations flowing from commercial or 
other acts and transactions transcend the border of a single jurisdic
tion it is often difficult to determine which law is to govern, and, in 
many cases, it is found that the laws of more than one jurisdiction 
will apply-such as those of the place of making of the transaction, 
the place of performance, and the place where redress is sought. The 
problem is known in the United States generally as one of conflicts 
of laws, and special so-called " conflicts rules " have been devised in 
order to assist in arriving at a solution of these problems. In civil 
law the term more commonly used is private international law. 

As a general rule, the court at the place where a commercial con
troversy is litigated applies the "conflicts rules " of that jurisdiction 
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whenever the co~test is one of con.flict.s of ~a ws; this ~\ t~~~e in l\Iexico. 
Since the .American exporh•r will find It necessary, 1 .m.ost cases 
wll(•re resort to litigation. b~co~ne~ ~ecessary, .to sue ) exican cus
tomers in the courts of their JUrlslhctwn, and smce the t~~ency has ' 
been wlwre the claim is presented by the Mexican resid t against · 
an A'mel'ican tra1ler, to tile it at the same tribun~l, such trm rs sho~1ld 
posst•ss at least a conception of what the l\Iex1can rules or confhc!s 
of laws are. 'Vith such information they may be able to tscertam 
to some extent when the laws of their own jurisdiction\ and when 
those of l\Iexico will apply t? transactions to which. they .are part.ie:'·\ 

In Mexico, rules on conflicts of laws are contamed m the c1n1· 
codPs except in certain instances, n<?tably under. the ne'~ law of !leg?
tiable instruments; wherever such mstances anse, special mentwn IS 

ma1h• hen•innfter if considered important to international trade; 
otherwise the rules that follow will govern problems of 'COn~cts tn 
gem•ral. 1 

Cmler the Civil Code of 1932, ~Iexican laws, including tho~·· on 
status and capacity of persons, govern the inhabitants of l\Ie~ l'~o, 
whether they are Mexican citizens or foreigners, and whether doJ:,i
cih•d in Mexico or temporarily resident there. ·This means that the 
ability or capacity to enter into commercial obligations, acts, COJh 
tracts, or other transactions by American business persons going int. ' 
Mexico, even for a limited trme, is governed by Mexican law (tht 
pertinent rules are discussed on p. 17). The effect of acts and con
tracts entered into in the United States to be performed in Mexico are 
also governed by l\Iexican law; however, as regards the form in which 
a eontrnd, act, or other transaction is evidenced, the law of the 
place where it takes place governs. Under these rules the Mexican 
comts will recognize the form of an act or obligation if it con
forms to the requirements of the place of makin~; however, as to 
the meaning of the contents and interpretation of 1ts various clauses ·' 
Mexican law will be applied. Even as to requirements of form, 
.1\Iexican law, in actual practice, is stricter than this rule would seem 
to indicate, to the extent that in the preparation of such instruments 
as powers of attorney it has been considered advisable to conform 
so far as possible to the form prescribed by l\Iexicnn law. Real 
estate and personal property situated within the jurisdiction where 
the Civil Cotle of 1932 is in force is governed by that code even though 
~nmeJ .by .forei~ners. The exten~ to which this r.ule will be applied 
Js not Jlllhcated by the code but m accordance With well-established 
pri!1ciples of_privnte international law, practically every net or trans
action ntfectmg such property must conform to the law of their 
sitns.1 

Under the Civil Code of 1884: there exists a substantial difference 
in the conflicts rule as to rights and obligations arisin(l' out of con
tracts and wills drawn abroad to be performed in Mexico. In such 
case the grantor is free to elect the law governin(J' the internal solem
ni~y of th~ net when the matter in!olved is perso~nl property. Under 
t~Is rule 1t npl?ears that the ;par~1es to commerCial transactions may 
stipulate therem the law wh1ch IS to !!overn the ri(l'hts and obliO'a-

~ "' "' 
1 ClvU Code, 1932, srts. 12, 13, 14, and 15. 
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tions flowing from the act, ·ai least as regards its interpretation, 
nature, and' extent, but not when real estate is the subject of the 
transaction. Under this code, the law of the place of makina gov· 
ems the form and external solemnities of contracts, wills, a;d any 
public do~ument, whereas the rule under the code of 1932 omits 
"external solemnities " and limits the extent of the rule to matters 
of form.2 

!-
'! EXECUTIVE POWER: RECE.~T LEGISLATIO~ 

In addition to the Federal offices mentioned on page 1, the law 
governing "Secretarias " and Administrative Departments includes 
the Department of Military Manufacturing Establishments and Sup
plies, the Department of the Federal District, and the " Procuradoria 
General" (Attorne_y General's Office). This law defines in detail 
the jurisdiction and activities of each branch of the Federal Execu
tive power. Each" Secretaria" is headed by a Secretary appointed 
by the President while the "Departamentos" are separate offices 
~,tfsided over by Chiefs of Departments. • 

; s Civil Code. 1884, arts. 12, 13, 14, 16, and 17. 
:r•Law of Mar. 22. 1934. 



II. MERCHANTS AND THEIR COMMERCIAL ACTS 

The tenth clause of article 73 of the Mexican Constitution of 1917 
empowers the Federal Congress to legislate in all matters relating 
to commerce. This authority existed under the Constitution of 1857, 
in the exercise of which the Code of Commerce of 1889 was enacted 
and is in force today throughout Mexico. According to this code 
merchants are (1) persons who, having legal capacity to en~age in 
commerce, make of it their ordinary occu~ation, (2) domestl~ com
panies organized according to Jaw, and (3) foretgn compames, or 
their a~encies or branches, which engage in commerce w!thin the 
Repubhc. · · . 

LEGAL CAPAClTY TO ENGAGE IN COMMERCE 1 

Article 4 of the Constitution of 1917 guarantees individual liberty 
to engage in commerce, which liberty cannot be withdrawn except by 
judicial order when rights of third persons are infringed or by execu
tive order when the rights of society are violated. Article 28 forbids 
the creation of monopolies (exceJ;>t certain Government functions and 
rights of inventors) and exemption from taxation.2 

This freedom to enga~e in commerce is limited, because of the fact 
that commerce necessanly implies civil acts and contractual obliga
tions for whichJ'uridical capacity is essential. This capacity is de
fined by the Co e of Commerce in articles 5 to 16. It is provided 
therein that every person who is capable of contracting and binding 
himself accordinO' to the ordinary laws, and who is not expressly 
prohibited by sai~ laws from following a commercial occupation, has 
legal capacity to enter into same. Minors over 18 years of age who 

· have been emancipated, declared of age, or who have obtained author
ity from their parents or guardians may engage in commerce, being 
considered of full age as regards such activities. A married woman 
engaged in commerce at the time of her marriage requires her hus
band's authority to continue it. Such permission is presumed so long 
as the husband does not publish in his wife's place of business and in 
a newspaper in the locality the fact that she has ceased to be engaged 
in business. Such publication is necessary also in case of the revoca
tion of authority to engage in business. The husband's consent is not 
necessary in cases of separation, absence, interdiction, or deprivation 
of husband's civil rights. 

Brokers, bankrupts who have not been discharged, and those who 
have been found guilty of offenses against property, including 
forgery, embezzlement, bribery, and conspiracy, cannot engage in 
commerce. 

1 For no exerll•nt study of the eonstltlltlonnl limitations npon the exerclse of com• 
mer~e. Pee Pallares, Derecho M•rcantll Mejlcano, p. 76a. 

' See Organic Law Relative to Monopolies of .Aug. 24, 1931, as amended. 
5 
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FOREIG:SERS 

Foreigners .are permittt;d to en.,uage in commerce in ~Ie:rico in 
accordance With the treaties and laws rt>gulatina their riuhts and 
obligations. As regards their commercial acts: they ar: subject 
t~ ~~ provisions of the code.•. They enjoy the civil rights and con
stitutiOnal ~a!ant~s of ~Ie:ucans an~ are subject. to Mexican law 
whether donnciled m Mexico or travelma throuooh It. Their riuhts 
may be restricted or modified in accorda~ce with international :'eei
procity so that they will be subject to the same limitations which the 
laws of their countries impose upon Mexicans. Forei~ers are also 
subject to the judgments of the Me~ican cou~s and ~ay appeal to 
their own governments for protection only m case of a denial or 
delay of justice after having exhausted all the recourses provided 
by law.4 They may be expelled forthwith by the executive power 
without judicial process whenever their presence in Mexico is deemed 
inexpedient.11 • 

Perhaps the outstanding limitation upon foreigners in Mexico is 
the one governing rights in land. • Because of the importance of 
article '}!{ of the Mexican Constitution in this respect, a translation 
of its text is set forth herewith as follows: 

The ownership of lands and waters comprised within the limits of the 
national territory is vested originally in the nation, which has had, and has, 
the right to transmit title thereof to private persons, thereby coru.--tltuting 
private property. 

Private property shall not be expropriated except for reasons of public utility 
and by means of indemnification. 

The nation shall have at all times the right to impose on private property 
such limitations as the public interest may demand, as well as the right to 
regulate the enjoyment of natural resources, which are susceptible of appropri
ation. in order to conserve them and equitably to distribute the public wealth. 
For this purpose necessary measures shall be taken to dhide large landed 
estates; to develop small landed agricultural holdings under development; to 
establish new centers of rural population with such lands and waters as may 
be indispensable to them; to encourage agriculture and to prevent the destruc
tion of natural resources, and to protect property from damage detrimental 
to society. -The nuclei of population which lack lands or water or do not 
possess them in sufficient quantities for their needs shall have the right to be 
provided with them from adjoining properties, always with due regard for 
small landed agricultural holdings under development. 

In the nation is vested the legal ownership of all minerals or substances 
which in veins, layers, masses, or beds constitute deposits whose nature is 
different from the components of the land. such as minerals from which metals 
and metaloids used for industrial purposes ·are extracted ; beds of precious 
stones, rock salt, and salt lakes formed directly by marine waters. products 
derived from the decomposition of rocks, when their exploitation requires 
underground work; mineral or organic beds of substances which may be used 
for fertilizers; solid mineral fuels ; petroleum and all hydrocarboiiS--SOlid, 
liquid, or gaseous. · . 

In the nation is likewL«e vested the ownership of the waters of territorial 
seas to the extent and in the terms fixed by the law of nations; those of lakes 
and inlets of bays; those of interior lakes of natural formation whictl are 
directly connected with permanent waters; those of principal riv£>rs or tribu
taries from the points at which there is a permanent current of water in their 
beds to their mouths, whether thPy 1low to the sea or cross two or more States; 

a Code of Commerfi!. arts. 13 to 15. Ccmveutton on the Status of Alien .. rat111ed b7 
Mexico on Mar. 28. 1931, and by the United States on May 21, 19:10. ct d T--'t rl 

6 A1ien Law of 1934, arts. 30 to 35; Civil Code of the Federal Dlstrl an =" o H 
of 1932. art. 12. 

• Constltntion of 1917, art. 33. 
• Constitutloa, art. 21 aa amended. 
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liuN\ of lntPrlllitteut strl•nms whleh traYerse two ot· more Stutes In their main 
body· the waters of rivet-s, strennu!, o1· ravine>~, when they bound the national 
territory or that of the l:;tutes; waters extracted from mines; and the beds and 
bunks of the luke>:~ nml strenm>:~ hereinbefore mentioned, to the extent fixed by 
taw. Any oUter strenm of water not comprised within the foregoing enumera
tion shnll be consitlert•ll II>! an Integral part of the pl'IYate property through 
whil'h Jt tlows; but the enjoyment of the water~:~ when they pass from one landed 
property to another ;;hull be cousillered of public utility and shall be subject to 
the provision>! pwserihed hy the State~:~. 

In the cuSl•s to whkh the two foregoing purngrnphs refer, the ownership of 
the nut ion i~ inullt•nuhie unllmny not be lo~t by prescription; couee~sions shall be 
grunted Lty the lfetlerul Government to pt'iYute parties or civil or commercial 
corporntlous organized under the laws of Mexico, on condition that snid re
!;ouree>! be regularly developed, anll on the further conllition that the legal 
J>rovi>!ions he oiJserved. 

Ll'gnl cnpaclty to acquire ownership of lands anll waters of the nation shall 
be govPrrll'li by the following provisions: 

1. Ouly l\Ie.xlcuns by birth ot· naturnlization null :Mexican associations have 
the rl~o:ht to acquire ownership in lands, waters, and their appurtenances, or 
to obtuin conce~sions to llevelop mines, waters, or mineral fuels in the Repub- • 
lie of :\ll'xico. The nution muy grant the same right to foreigners, provided 
tht-y ugn•e before the Department of Foreign Afrnirs to be considered Me:xi
cnn~ in re;~pect to such property, and accordingly not to invoke the protection 
of their goYernments in respect to the same, under penalty, in case of breach, 
of forft-iture to the nation of pr·operty so acquired. 

Within a zone of 100 kilometers frvm the frontiers, and of 50 kilometers 
ft•om the sen coast, no foreigner shall under any conditions acquire direct 
ownet·~hip of lands null waters. 

II. The religious institutions known as churches, irrespective of creed, shall 
in no case have legul capacity to acquire, hold, or administer real property or 
lonns ruade on such real property; all such real property or loans as may be 
at present held by the said religious institutions, either on their own behalf or 
through third p1u'ties, shnll vest in the nation, and anyone shall have the 
right to denounce· property so held. Presumptive proof shall be sufficient to 
declare the denunciation well-founded. Places of public worship are the prop
erty of the nation, as represented by the Federal Government, which shall 
determine which of them may continue to be devoted to their present purposes. 
Eplscopnl residences, rectories, seminaries, orphan asylums, or collegiate estab
lishments of religious institutions, convents, or any other buildings built or 
designell for the administration, propaganda, or teaching of any religious creed 
shnll forthwith puss, us of full right, to the legal ownership of the nation, to 
L>e usell exclusively fot· the public services of the Federation or of the States, 
within theit· respectiYe jurisdictions. All places of public worship which.shall 
later be erected shall be the property of the nation. 

III. Public and privnte chmitnble institutions for the sick and needy, for 
scientific research, or for the difrnsion of knowledge, mutual-aid societies or 
organizations fornll'd for any other lawful purpose shall in nc case acquire, 
hold, or allminister loans miHle on real property,. unless the mortgage terms 
do not exceell 10 year><. In no case shall institutions of this character be under 
·the patronagl', direction, adminh<trntion, clmrgt>, or supervision of religious 
corporations or institutions, nor of minh;ters of any religious creed or of their 
llepemlents, even though either the former or the latter shall not be in nctiYe 
servke. 

IV. Commt>rcial stock companies shall not acquire, hold, or administer rural 
properties. Companies of this nature which may be organized to develop any 
manufacturing, mining, petroleum, or other industry, excepting only agricultural 
inllustries, may acquire, hol•l, or administer lands only in an area absolutely 
necessary for their estnl>lishments or adequate to serve the purposes indicated, 
which the executive of the Union or of the 'respective State in each case shall 
determine. 

V. Banks duly authorized under the laws governing institutions of crellit 
may make mort~age lonns on rural and urban. property in accordance with the 
provisions of the snill laws, but they may not own in fee nor administer more 
l'l•al property than that absolutely necessary for their direct purposes. 

YI. Excepting the corporations to which clauses III, IV, and V hereof refer, 
as well as the nuc:ei of population which, in fact or by operation of law, mnin

li174i-34-2 
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taln the communal state, or the nuclei to which lands have been given either 
in dotation or restitution, or organized as centers of aglienltural population, 
no other civil corporation may own in fee or administer on its own behalf real 
estate or mortgage loans derived therefrom, with the single exeeption of LouUd· 
ings designed directly and immediately for the purposes of the institution. 
The States, the Federal District, and the territories, as well as the munidpali
ties throughout the Republic, shall enjoy full legal capacity to acquire and 
hold all real estate necessary for public services. 

The Federal and State laws shall determine within their re..-pective juris
dictions those cases in which the occupation of private property shall ~ con
sidered of public utility; and in accordance with the said laws the administra
tive authorities shall make the corresponding declaration. The amount fixed 
as compensation for the expropriated property shall be based on the sum at 
which the said property shall be valued for fiscal purposes in the cadastral or 
revenue offices, whether this value be that manifested by the owner or merely 
impliedly accepted by reason of the payment of his taxes on such a basis.. 
The increased or decreased value which the property in question may have 
acquired through improvements· made or depreciation subsequent to the date 
of the fixing of the fiscal value shall be the only matter subject to e:q.ett 
opinion and to judicial determination. The same procedure shall be observed 
in respect to objects whose value is not recorded in the revenue offices. 

The exercise of the rights pertaining to the Nation by virtue of this article 
shall follow judicial process; but as a part of this process and by order of the 
proper tribunals, which order shall be issued within the maximum period of 1 
month, the administrative authorities shall proceed without delay to the oc
cupation, administration, auction, or sale of the lands or waters in question, 
together with all their appurtenances, and in no case may the acts of the said 
authorities be set aside until final sentence is handed down. 

VII. The nuclei of popnlation which maintain, in fact or by operation of 
law, a communal state, shall have legal capacity to enjoy the lands, forests, 
and waters· which belong to them or which may have been or may be restored 
to them. 

VIII. There are declared null : 
(a) All alienations of lands, waters, and fort!Sts belonging to the towns, 

"rancherias ", congregations, or communities made by the .. jefes poUticos ", 
governors of States, or any other local authority, in contra\'ention of the 
dispositions of the law of June 25, 1856, and other laws and dispositions re
lating thereto. 

(b) All concessions, compositions, or sales of lands, waters, and forests, 
made by the secretariats of Fomento, Hacienda, or by any other Federal 
authority since the first dny of December. 1876, to date, whereby "ejido& ", 
lands of communal distribution, or lands of any other class belonging to towns. 
rancherfas, congregations, or communities, and nuclei of population, may ha,·e 
been invaded and illegally occupied. 

(c) All operations for surveys or measurements, transactions, alienations, 
or auctions carried out during the period of time referred to in the preceding 
section, by companies, judges, or other authorities of the States ·or of the 
Federation, whereby the lands, waters, and forests of the .. ejidos ", lands of 
eommunal distribution, or of any other class of lands belonging to nuclei of 
population may have been invaded or illega[y occupied.. 

Only such lands, title to which may bne been acquired in the divisions made 
In accordance with the law of June 25, 1856, and held in undisputed ownership 
for more than 10 years, are excepted from the above provision of nullity, pro
vided their area does not exceed 50 hectares (1 hectare=2.47 at>res). 

IX. The division or distribution which may have been made with appearance 
of legality among the residents of any nucleus of population, and in which there 
may have been any error or irregularity, may be nullified, if this be so~cit_ed 
by three-fourths of the citizens in possession of one-fourth of the lands dtstrlb
uted or by one-fourth of the same citizens when they are in possession of 
three-fourths of the lands. 

X. The nuclei of population which may lack "ejldos" or which cannot _bring 
about restitution of them because of faulty titles, because of the impossibility of 
identifying their" ejidos ", or because they may have been alienated lega:ly, shall 
be endowed with sufficient ground, lands, and waters, to be organized in accord
ance with the needs of their popnlation; in no case mall the area needed be not 
granted, to which end there shall be expropriated for the account of the Federal 
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Government the land required for such purpose, which shall be taken from 
lands adjoining the towns concerned. 

xr. To carry out the provisions contained In this article and In the organic 
Jaws that may be enacted, there are hereby created: 

(a) An olllce directly under the Federal executive and charged with the ap
I•Ilcatlon and execution of the agrarian Jaws. 

(b) An advisory body composed of five persons who shall be designated by 
the I'resltlent of the Republic and which shall have the functions which the 
organic laws may prescribe. 

(c) A mixed commi~sion composed of an equal number of representatives of 
the Federation, of the State governments, and of one representative of the peas
ants selected In accordance with the corresponding organic law, which shall 
fum:tlon in each State, Territory, and Federal District, in accordance with the 
provisions of the corresponding organic and regulatory laws. 

( cl) Special executive committees for each nucleus of population handling 
.agrarian cases. 

(e) Ejldal commls~ariats for every nucleus of population owning "ejidos." 
XII. l'etitlons for restitution or dotation of lands or waters In the States 

ami territories shall be presented directly to the governors. 
The governors shall refer the petitions to the mixed commissions, which shall 

e~amine the records within fixed time limit and report thereon; the governors 
of the States shall approve or modify the report of the mixed commissions and 
shall order immediate possession to be given of the areas which they may deem 
proper. The records shall then be transmitted to the Federal executive for 
derision. . 

When governors do not comply with the provisions of the preceding para
graph within the period fixed by law, the report of the mixed commissions shall 
be considered as not approved, and the record shall be transmitted without 
delay to the Federal executive. . 

Inversely, when mixed commissions do not submit a report within the period 
.fixed by law, go\·ernors shall have the right to grant possessions to the extent 
they deem proper. 

XIII. The office under the executive and the agrarian advisory body shall 
pass, approving, correcting, or amending, the rep01ts submitted by mixed com
mls:;;ions, with the modifications which the State governors may have intro
duced, and they shall report to the President of the Republic, In order that the· 
latter, as the supreme agrarian authority, may render a decision. 

XIV. Property owners affected by resolutions of dotations or restitutions 
of "ejidos" or waters, which may have been -made in favor of townsh.ps, 
or which may be made in the future, shall have no ordinary legal right or 
recourse, nor may they insitute "~mparo" proceedings. 

Those affected by dotations only shall have the right to apply to the Federal 
Governml'nt so that the corre.sponding indemnity may be paid to them. This 
right shall be made use of by the interested pnrties within the period of 1 
year, counting from the date on which the respective resolution is published 
In the Diario Otlcial of the Federation. Upon the expiration of t11is period, 
no claim shall be adm tted. 

XV. Mixed commissions, local governors, and other authorities charged with 
agrarian matters shall under no circumstances uffect small landed agricultural 
properties under development. They shall incur responsibility for violation of 
the Constitution if they grant dotations affecting such properties. 

XVI. Lands which are to be the object of individual adjudication shall be 
subdivided at the very time that the presidential resolutions are carried out 
In accordance with the regulatory laws. 

XVII. The Congress and the State legislatures shall enact laws, within their 
respective jurisdictions, for the purpose of determining the maximum area of 
the rural property; and for the purpose of carrying out the division of excess 
lands, subject to the following conditions: 

(a) In each State, territory, and Federal District there shall be fixed the 
maximum area of land which any one individual or legally organized corporation 
may own. 

( b! The excess of the area thus, fixed shnll be subdivided by the owner 
. ~ithm the period set by the laws of the respective locality; and these subdivi

SIOns shnll be offered for sale on such conditions as the respective governments 
shall approve, In accordance with the said laws. 

(c) If the owner shall oppose the subdivision, this shall be carried out by 
the local government, ~:r means of expropriation proceedin~ 
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(d) The t"alue of the subdhisions shall he paid in annual umounts ,;ullident 
to amortize the principal and interest at a rate of intere,;t wltil:b shall not 
exceed 3 percent per annum. 

(e) Owners shall be bound to receit"e bonds of the local agrarian d .. ut to 
guarantee the payment of the property expropriated. With this f'nd in l"iew, 
the Federal Congress shall issue a law authorizing the States to issue bonds to 
meet their agrarian obligations. 

(f) No subdil'"ision shall be authorized 'Without first satisfying the agrarian 
necessities of the adjacent settlements. '\\"'ben plans for subdit"isillns are to be 
carried out, all pertinent agrarian proceedings shall be handled and completed 
within a fixed period. 

(g) Local laws shall gol'"ern the extent of the family patrimony, and deter
mine what property shall constitute the same on the basis of its inalienability • 
it shall not be subject to attachment nor to any charge whate,·er. ' 

XVIII. All contracts and concessions made by former governments from and 
after the year l876 which shall have resulted in the monoply of lands, waters, 
and natural resources of the nation by a single individual or corporation, are 
declared subject to revision, and the executh·e is authorized to declare null and 
void those which seriously prejudice the public interest. 

SoLE ARTICLE. The law of ;January 6, 1915, its amendments and other legal 
provisions in conflict with the present amendment are hereby repealed. 

NOTE..:.._Attention is also in\ited to the immigration laws and regulations, 
which are not commented upon in this bulletin because of their changing nature. 
Mexican consuls or competent counsel should be consulted on such points. 

COl\IMERCIAL ACTS DEFINED 

The fact that Mexican law distinguishes between ciYil and commer
cial acts and obligations, and prorides separate and distinct bodies 
of law to govern them, requires the definition of the latter in order 

·that the operation of the laws applicable thereto may be understood 
more clearly and its extent determined more definitely. 

This distinction is mainly of historical origin and might hRYe 
disappeared in MeXico were it not for the fact that its Constitution 
makes commerce a matter of Federal regulation, leaving ciYil acts 
and obligations- under State control.7 • 

Attempts to evolve a scientific definition of commercial acts hne 
been made by all the outstanding commentators on ciYillaw in gen
eral and .Mexican law in particular.• Pallares' definition is as fol
lows: "A.. mercantile act is any ciril juridic act b~· means of which 
goods or values are acquired for a valuable consideration, with the 
exclusive object or intention of transmitting (reconYeying) the use 
or ownership in order to make a profit by the transaction, as aL--o the 
act in which the said proposed profit is l"falized." Tena defines the 
commercial act as " any contract through which a person acquires, 
for a valuable consideration, a property of whatsoeYer character with 
the intention of making a profit by its transmission (reconnyance), 
as likewise the contract, for a valuable consideration, by rirtue of 
which the said transmission is effected." 

A Yerv good definition is giYen by Benito, a commentator on the 
Spanish. Code.of Commerce, as follows: "Acts of commerce are all 
those resulting from the direct or indirect interrention of producers 

7 See. Barker & Cormack. The Mercantile Act: A Study In Mexi<:"llu Len..al Approach, 6 
Sontbt>m California Law Review 8. 

a Opus cit. 1, pp. 13-15. 
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nntl con:-.umers, which, perfonned with the intent to profit, tend to 
facilitate the exchange of goods; and all others perfor~ed. by me~
ehants and their helpers in or by reason of the exercise of then 
dutiPs." 0 

Thrse drfinitions do not agree with the texts of articles 75 and 76 
of the Code of Commerce, but Pallares states that resulting contra
dictions should be deemed legal exceptions, created by the lawgiver 
for spPeial reasons and to be strictly interpreted.1° Certainly the 
definitions are of value in considering the last provision of article 75. 
'.fhis article regards as acts of commerce: 

1. All ncqulsltlons, nllenations, and rentals, effected with the object of com
mt•rcial >;peculation, of supplies, articles, movables, or merchandise, whether 
Inn nntnral state ot· aftl'r being worked or wrought. . 

2. l'nrehasl's anti sales of lrnmovnhll's, when effected with the said object of 
COIUilll'l'l'illl ~llt'CU!atlou. . 

3. l'urehasl'il and sales of interests and shares in, and of obligations of, 
mer1·autlle companies. 
· 4. Contracts relative to obligations of the Stnte or other documents of credit 
currPitt In comml'n-e. 

5. Enterprbes of provisions and supplies. 
6. Enterpri~es of con~truction, and public and private works. 
i. Enterprises of fabrication and manufacture. 
8. EnterprisPs of transportation of persons or things, by land or by water. 
9. Book stores and editorial and typographical enterprises. 
10. EnterprisE'S of commissions, of agencies, of commercial business offices, 

and establishments of sales at public auction. 
11. EnterprisE's of public spectacles. 
12. Operations of mercantile commission. 
13. Operlltions of mediation In mercantile business. 
14. Oppratlons of banks. 
15. All contracts relative to maritime commerce, and to interior and exterior 

navigation. 
16. Contracts of insurance of e,·ery kind, provided that they are entered into 

by l'nterprlses. 
17. Deposits by reason of commerce. 
18. Dtoposits in general warehouses and all operations made upon certificates 

of dPpoRit, null pledge bonds issued by general wnrehou.~es. 
·HI. Checks, bills of exchange, or remittances of money from one place to 

nnothPr, among all classes of pet·sons. 
20. Vouchers or other documents to order or to bearer, and obligations ,1f 

merchants, unless it be proved that they originated from a noncommercial 
transaction. · 

Zl. Obligations between merchants and bankers, if not of a nature essentially 
civil. 

22. Contracts and obligations of the employees of merchants concerning the 
hu~irw~s of the merchant in whose employ they are. 

23. The alienation that an owner or a husbandman makes of the products 
{lf his lnnd or-of his husbandry. 

24. Any other nets of a nnt\]re analogous to those stated in this code . 

.Article 76 derlares that" Purchases made by a merchant of articles 
or nwrehandise for his own use or consumption, or for that of his 
family, are not acts of commerce; nor are resales made by workmen, 
when sueh resales are a natural consequence of the practice of their 
<'ailing." 

Illustrative of the difficulties arising because of the distinction 
made between civil and commercial nets is the fact that certain trans
actions may be of a civil character as to one of the contracting 

• Lnr~·nzo llPnito. :\f:mnnl dP Il~rerho 1\fprrantll, vol. 1. p. 561. 
10 Jacm to Palla res, D~recho Mercantll Mejlcano, p. 1005. 
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parties and commercial as to the others. Which law governs in such 
cases! According to article 1050 of the Code of Commerce ll.nu 
Pallares,u if the act be mercantile with respect to the defendant 
the ~ercantil~ l!lw bo!h. substaJ:t~ve and adjective is necessarily 
applied; and 1f 1t be civil, the civil law. As re(J'ards rules of evi
d_e~ce, Pallares states that: "_Only the evidencec permitted by the 
civil law may be set up against the party whose act was civil; 
whereas against the party whose act was mercantile, evidence per
mitted by either the mercantile or the civil law may be introduced.m~ 

OBLIGATIONS INCIDE.~T TO DOIXG BUSINESS 

All merchants in Mexico are required by article 16 of the Code of 
Commerce: (1} to publish in the press the class of business in 
which they are engaged, with its essential circumstances, and, at the 
proper time, the modifications which they may adopt; (2) to record 
in the commercial registry the documents whose tenor and authen-· 
ticity ought to be made known; (3) to keep accounts in strict order; 
and (4) to preserve the correspondence concerning their business. 

PUBLICATION 

In order to comply with the requirement of publication a merchant 
must give notice of the opening of his establishment or office through 
circulars. directed to the merchants at the places where he maintains 
residence, branches, relations, or correspondents. This circular must 
set forth the name of the establishment or office; its situation and ob
ject; if there is someone in charge of its management, his name and 
signature; if it is a company, its nature, and the name of its man
ager or managers, the company's name or denomination, and the 
person or persons authorized to use it, and the description of the 
houses, branches, or agencies, if any. Notice must be given also of 
any modifications in these circumstances and publication made ~n 
the official newspaper, and in its absence in any other of these cir
culars, as well as a statement of the liquidation upon closing of the 
e¥ablishment or office.18 · 

MERCANTILE REGISTRATION"' 

A mercantile re~er is kept in the principal town of the division 
or judicial district of the domicile of the merchant, by the officers 
charged with the public registry of property; failing these, t~rough 
the records of mortgages; an4 in th~ a~?se':l~ of both bJ: th~ JUd~es 
of first instance of the or~ary Jurisdiction. The regiStra?on 
therein is optional for individuals engaged in commerce and obliga
tory for all mercantile companies and ships. Individual m~rcha!lts 
are officially registered on entering any document whose registration 
is necessary. The entry made in the registry of a merchant or com-
pany must set forth the following: . 

1. His name; or the name of the company or partnership . 
. 2. The class of commerce or operations to which be or it 1s devoted. 

n Jacinto Pallares. Derecho Mercantn llejlcano, pp. 1027-1029. 
u Pallart'tl, opus clt. 1, p. 1030. 
u Code of Commeree. art. 17. 
"' Code ot Commerce, arts. 1&-32. 
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3. The date on which operations should be or may have been commenced. 
4. The domklle, specifying the branches which may have been esta~lished, 

without prejudice to entering the branches in the registry of the judicial dis
trict In which they may be estabil!•hed. 

:;, The Instruments setting forth the organization of the mercantile c~m
pany, whatever may be its object or denomination, as also those contalmng 
motlit!Pations, recls~lon, or dissolution of the same companies. 

6. The minutes of the first general meeting and the documents annexed to 
them, In the case of corporations constituted by public subscription. 

7. The general powers and appointment, and the revocations (it any) of 
the same, conferred on the managers, agents, employees, and all others 
employed. 

8. The declaration of age, license, and emancipation of a minor made or 
given In order that he may be a merchant. 

9. The marital license, or In its absence, the requisite which a woman needs 
In order to engage in commerce, as also the termination of the requisite or 
the license. 

10. The public writings relating to dowry, marriage settlements, and the 
title, deedl!, etc., which prove the ownership of the exclusive property ("para
females") of the wife of the merchant, as also the public writings affecting 
the separations of Interests between married couples; and, in general, the 
documents which contain, with reference to the said matters, any change or 
mod !Ilea tion. 

11. The evidentiary documents as to the properties or patrimony which may 
be owned by the child or ward, who may be under the paternal power, or the 
guardianship of the fatht:r or commercial guardian. . 

12. The Increase or decrease In the cash capital of corporations and of share 
partnPrships with limited silent partners. 

13. The documents of title to industrial property, patent rights, and trade 
mnrks. 

H. The Issue of shares, bonds, and obligations of railways and all classes 
of companies, whether they relate to public works, institutions of credit, or 
others, expressing the series a.nd number of the certificates of each issue, their 

·Interest and amortization, the total amount of the issue, and the properties, 
works, rights, or mortgages, when they may exist, which affect the payment. 
There shall also be registered, in conformity with these provisions, the Issues 
which private Individuals may mnke. 

15. The ls8ues of bank notes expressing the date, classes, quantity, and value 
of each Issue. 

16. Ships, expressing the name, kind of rigging, system or power of the 
machinery (if moved by steam), stating whether the horsepower is nominal 
or Indicated; place where the hull and engines were constructed; year of the 
same; material of the hull, stating it·it be wood, iron, steel, or mixed; principal 
dimensions from stem to stern, width at wide!!t point, and depth of hold; 
tonnage, net and total; and finally the names and domiciles of the owners and 
participants in the ownership. 

17. The changes in the ownership of the ships, in their names, or in any 
of the other conditions enumerated in the preceding paragraph. 

18. The imposition, modification, and cancelation of any burdens of whatso
ever kind, which may affect ships. 

10. The guarantees of brokers. 

~he do~uments lis~ed above .must be registered in order to bind 
third parties; otherwise they will have effect between the immediate 
parties thereto only, although third parties may avail themselves of 

·them to the extent that they are favorable to them. If the documents 
have been recorded in the registry of property or of mortgages in 
acco_rdance with the general laws, their entry in the Mercantile 
~eg~~ter need not be made provided a notation of the prior registra
tion Is. made therein. Should the documents originate in foreign 
~oun~nes1 ~ey. m~st be pro.tocolized before registration. This 
unpl~es their filmg m the archive ("protocol") of a notary public, 
who Issues a filing certificate ("testimonio") in which the documents 
are set forth. 
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Failure to register also raises the presumption that in case of 
banlrruptcy it is fraudulent, in the absence of proof to the contrary. 

BOOKKEEPING u 

Merchants are required to keep at least three books· the book of 
inventories and balances, the general daybook, and the ledger or 
book of ?Urrent acc~mnts.. Partnerships and companies must also 
keep a mmu~ book ill which to rec:ord all resolutions passed by the 
general m~etmgs and boards of d:trectors concerning the pro~rress 
and operations of the company. These books must be bound, lined, 
and paged.. Stamps must be affixed to each page whenever the assets 
of the busmess amount to 5,000 pesos or more, for which purpose 
the books must be taken to the corresponding treasury office where 
the stamps are canceled on the first page. A statement of authoriza
tion is written therein and, on the last page of each book, si!med by 
the official making it, who also sets forth the date and n~ber of 
pages, the number under which the book is inscribed in the registry 
of his office, the seal of which is stamped on each page.18 

Books of accounts must be kept in Spanish by the merchant him
self or another person authorized by him. A fine of not less than 
50 nor exceeding 300 pesos will be imposed for failure to do so, and 
the transcription of the books into Spanish within a fixed time 
ordered. Translations of entries t{) be examined and checked ~l 
be ordered at the owner's expense. Entries must be made_ chrono
logically and by order of transactions without leaving blank spaces 
nor making alterations. Errors must be corrected by other entries 
corresponding to the incorrect ones. 

In the book of inventories and balances the merchant must set 
forth in detail the assets and liabilities at the commencement of his 
business operations. The difference between the two constitutes his 
capital. An annual balance must be prepared thereafter and ~ritten 
in this book under the merchant's si.:,unature and responsibility. In 
the daybook the merchant must write. in as the first entry the result 
of the inventory made when his en~rprise was started, divided in 
one or more accounts in· accordance with the accounting syste"n 
adopted. Thereafter all daily operations must be entered in chrono
logical order, indicating their nature and circumstances so that it 
may appear therein who is debtor and who is creditor in each 
operation. Cash withdrawals by the merchant must also be entered 
and carried in a special account ill the ledger. The accounts for any 
object or person must be entered by debit and credit in the ledger, and 
the entries in the daybook transferred to each account in exact order 
of dates. 

No official inquiry may be made by a tribunal or any authoritv to 
ascertain whether or not merchants keep books of accounts. But 
they pmst be produced when it is so ordered to determine if they have 
the proper stamps. Neither may access to, delivery, or general 
examination. of books, letters, accounts, and docume~ts of a mer
chant, be ordered at the request of any party, except m the case .of 
administration of estates, liquidation of companies, conunerc1al 

,. Code of Commprce, nrts. 33-46. 
•• Stamp Tnll: Law of Dee. 28, 1931. 



1\IEHCIIANTS AND THEIR CO:\IMERCIAL ACTS 15 

enterprises for the account of another, or bankruptcy. Only when 
tho owner tlu•rpof has an interest or liability in the matter.mar. the 
production of books of accounts be ordered; the inspection w11l be 
made at the merchant's office, in his presence or that of a person 
appointed by him, and will be confined to the matt~rs having a direct 
relution to the case in question, including in them points which may 
e\·en be foreign to the special account whose examination has been 
solicited. If the books are outside the jurisdiction of the court, the 
examination will be made where they are located. The books must 
be preserved until all the merchant's accounts are liquidated and 
10 years thereafter. His heirs are under the same obligation. 

IMPORTANCE OF KEEPING BOOKS 

Aside from the inherent necessity of keeping books of accounts in 
order to determine the progress of a business establishment and to 
t·onduct it in an orderly and economical manner, it is particularly 
desirable in :Mexico to follow the bookkeeping requirements pre
!;Cribed by law. Failure to do so impairs the value of books of ac
counts as evidence should proof of existing accounts, entries, etc., 
made therein become necessary in commercial litigation, that is, in 
suits :rrounded on acts or contracts of a commercial character as 
reO'ards the defendant. 

In commercial litigation books of accounts are admissible in evi
dence, merchants not being permitted to present proof contrary 
thereto. But the opposing party cannot accept the entries which are 
favorable and reject those unfavorable to him; when such means of 
proof have been accepted they .are subject to the result arrived at 
from the whole, equal consideration being accorded to all the entries 
relating to the question at issue. 
If there is disagreement between the entries in the books kept by 

two merchants, and one of them has kept his in accordance with all 
the formalities prescribed by the code and those of the other h.ave any 
defect or are wanting in some of the prescribed requirements, the 
entries in the books kept according to law will prevail against those 
contained in the defective book unless the contrary is proven by 
means of other admissible evidence. 

If one of the merchants does not present his books or declares that 
he has none, those of his opponent, kept according to law, will be 
admissible against him, unless he proves that his lack of such books 
is due to force majeure; proof. against the entries presented by the 
opponPnt may be made in other ways permissible by law. 

"\Yhrnever the books of the contesting parties comply with all legal 
formalities and are contradictory the jud~e or court will decide the 
issue by the other evidence presented, weighing it according to the 
general rules of law. . 

PRESERVATION OF CORRESPONDENCE'' 

~\.11 letters and telegrams received by merchants in .connection 
with their tram-actions and business must be preserved in good con
dition. On the back of each must be written a notation of the dates 

11 Code of Commerce, arts. 47-50. 
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when received and answered, or the fact that no reply was made. 
All letters and telegrams written and sent by the merchant with 
regard to his business must be copied in a copy book, by hand or 
machine, entirely and chronologically. Rules governing the manner 
of keeping other books govern the copy book, except the require
ment that Spanish be used exclusively. 

The courts may order on their own motion, or at the request of 
any proper party, that the letters which have reference to any matter 
in litigation be produced and also may order that those of the same 
class written by the litigant be copied, the party requesting it speci
fying beforehand the letters to be copied. 

STAMP TAXU 

Books of accounts are made subject to the following stamp taxes: 
Books of accounts of merchants and industrialists whenever the 

assets of the enterprise exceed 5,000 pesos, 5 centavos per page. 
Books of accounts of farmers whenever the assets of the enterprise, 

after deducting the cadastral value of the real estate, exceed 10,000 
pesos, 5 centavos per page. 

All auxiliary or subdivisional books of accounts voluntarily pre
sented by merchants and farmers, and all books of accounts not 
included above, presented by natural or juristic persons, unless 
otherwise excepted, 5 centavos per page 

All books kept by virtue of some law, regulation, or circular, 
unless otherwise exempted, 5 centavos per page. 

Books of appraisals, entry and exit of jewels, etc., of pawn shops, 
5 centavos per page. . 

Registry of nominative shares, minute books, and those kept m 
railroad stations for daily operation, and any others presented by 
taxpayers, 5 centavos per page. 

There are exempted all books of government entities, of charitable 
institutions, nonprofit associations, and books of receipts and ex
penses (" ingresos y egresos "). 

u Stamp Ta:l: Law cited, as amended by decree o~ Aug. 30, 1933. 



III. CONTRACTS 

FORM 

No special forms are required for commercial contracts in order 
that they be valid. This rule is subject to two exceptions, namely: 
(1) Contracts which must be evidenced by public instrument (gen
erally one drawn before notary public or other pulJlic official), or 
which require certain forms and solemnities for their effectiveness, 
as prescnbed by the Code of Commerce or other laws; and (2) 
contracts drawn in a foreign country whose laws require that;_ 
they be drawn according to certain forms and solemnities. In either· 
·case, if the prescribed requirements are not met the contracts will 
not be bindmg and enforceable. 

·Civil contracts in the Federal District and territories require 
no special form unless specifically provided by law; but if the 
intention of the parties is formally (" de manera fehaciente ") 
evidenced, any one of them may demand that the contract be drawn 
in the prescribed form.1 In the States which substantially adopted 
the Civil Code of 1884 civil contracts .require no special form unless 
otherwise provided by law, except that contracts to be performed in 
installments during a period exceeding 6 months and involving 
over 200 pesos must be in writing.3 It is advisable, nevertheless, 
to evidence contracts in writing when trading in Mexico and, when
ever the nature and importance of the business permits it, to draw 
them in the form of notarial instruments or in other authentic manner 
in order to facilitate their proof and permit certain procedural 
advantages in case of suit. 

ESSENTIAL ELEMENTS a 

The- essential elements of a Mexican commercial or civil contract 
.are consent and object matter. The parties thereto must have ca
pacity to contract; their consent may be expressed or implied and 
must not have been given through! error or obtained by force or 
fraud. Any suggestion or artifice to induce error, or to prevent .a. 
party from discovering it1 is fraud; bad faith is the concealment 
of known .error. The obJect matter may be the thing which the 
obligor must give or the act which he must or must not perform. 
This is designated in the laws of the United States as "considera
tion." If it is a thing, it must exist in nature, be determined or 
determinable, and be the subject of trade (" estar en el comercio "). 
Future things may constitute valid objects. If it is an act it must 
be possible and lawful. 

1 C'lvll Code of 1932, arts. 183?--1834. 
1 Civil Code of 188-i, arts. 132?--1323. 
1 Opus cit. 1, arts. 1794-1831; opus cit. 2, arts. 1272-1306. 
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OFFER AND ACCEPTANCE 

Mexican contracts become binding when a meeting of the con
tracting parties takes place through the presentation of an offer 
and its acceptance. If the offer is made to a person present without 

'fixing a term for acceptance, it must be accepted immediately. The 
same is true if made by telephone. If the offer is made to a per
son >dlO is not present, the offeror cannot reYoke it tlnring three 
days, not counting the time necessary for the regular delivery of 
mail or that deemed sufficient if no mail service exists. The offer 
may be revoked before it is received; the same is true of the accep
tance.4 But when a fixed period of hme is ginn to accept, the offer 
cannot be revoked nntil the time expires. 

A fundamental difference exists between ciYil and commercial con
tracts as regards the determination of the place where they become 
binding obligations. The former becomes effectiYe as soon as the 
acceptance is received by the offerer and, therefore, its form and 
Yalidity are to be determined by the law of the place of the offeror. 
The latter, if made by correspondence. is pedecte(l '"hen the offer 
is answered accepting it or when its modifications are acceptec1.5 

The acceptance mu:-;t be unqualified. 'If it modifiPs the offer, the 
offpror is rclicYecl or may in turn accept the modifications as an offer. 
Offers and acceptances by telegraph are binding if the parties pre
Yiously stipulated in ·writing this mean:; of contracting and if the 
telegrams contain the conditions or signs agreed to. 

INTERPRETATION OF COXTRACTS 

If the intention and will of the contracting parties concerning the 
principal object of the obligation cannot be ascertained from the 
t-Pn"" nf the eon tract, it is in!ll and n>id. If the terms are clear 
~~~ ~'t'~e 110 doubts n33 to the intent o~ _the yarties. the literal mean
. ,..., the clnu:e.s wrll goYern,. bnt If tins sec•ms contrar to the 
mtentbof _the parties the latter ~nll prentil. The contractual' clam:e' 
must · e mterpretecl by refening some to others and ~ivi~o· t~ t}1~ cl~u.btful ones the meaning_ derived from a consiclerati~n 0 {' all. If 
"OICb and cla nses haYe chfferent me'tiii.IlO"S tl1e 011e ·. f · · t . . · 1 . ' ,...,. ' rnore 111 con-
Olllll} "I~ 1 the nature, ol,]ect, antl effect of the contract will be 

~cc~ptted. ~he use ~me~ _custom of the ronntrv will be considered 
ln Ill erpretina ambro·tnties · 

f~ it_ ~s imp~ssihlc 'to r~so.hc, hy the rules set forth ahon doubt, 
tar:srn_.-fo ItnJ the mterpn;tatwn of contracts as regards incident'al mat" 
ezs. 1 1e contl'•1ct 1 · n· • t "t t} 7 • 

_fa ror of the lesser ~onr;y';{:l~e ~~f~~;-~:1 ~H' r O~lbts 1Yill _he_ r_esoh·ed in 
ln f,.nror of grentcr rcciprocit. f . '"'t l~:o [il1dinterest.s: If It IS onerous 

L l!der the Civil Cocle of. r·'9302 111 Ctl c.~ts. 6 ' 
f · tl · con racts t , , or m_ IC ~ode are goYerned b\; the a . no . specifically provided 
the stlpulatJOns of the l)ar·tJ.A. " l ,..,leneral rules of contracts bv 
of tl 1 ' '"· nne ~'" •ere n · l ' • 1e coc e !.!'Overnina contract, f . . one exiSt, lY the rules 
tract rules a'ppl}' to :u J'trr<t· s ot an aualogous nature .. Code con-

. . IS lC ac S and COl • t" , 
are not Inconsistent with th t .. ' n en wns msofar as they 

e na me of the latter or with special 
4 See footnote 3 
' Code of Comm~rce a t 80 . 

6 Ch·iJ Code. 19.'-.2 , ~tr . ~ Cita!ions in footnote ~ 
=:1 • ai s. 1851-1807. c· '1 c u. 

• lVI ode, 1884, arts, 1324-1325. 
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pmvisions of l~w goyefi!ing them. Und~r this ~ode the quotatio~ 
of prices to the pubbc bmds the offeror; 1f pubhc announ~~!llent IS 

made of an offer in favor of anyone who meets the conditions of 
the offer or performs the services required, the offeror must fulfill 
his promise. Contractual stipulations in favor of third parties may 
be made, and, unless the contrary is set forth in writin~, the third 
party beneficiary may demand performance of the pr01ruse running 
m h1s favor; such stipulations may be revoked before the third party 
avails himself of them.11 

KINDS OF OBLIGATIONS 

Obligations in contracts may be of various kinds. They are con
ditional whenever the existence of the obligations depends on a future 
or uncertain event. Conditions, in turn, may be precedent (" sus
pensivas ") whenever the existence of the obligation depends on their 
performance, or subsequent (" resolutorias "),which leaves the obli
gation in force but subject to termination by the happening of the 

. condition. Conditions subsequent produce a retroactive effect; should 
the object of the contract be lost or impaired, the loss falls on the 
former owner tmless the loss or impairment is due to the fault of the 
.other party, in which case the latter is liable for the damages caused. 
On the other hand, if the thing has improved naturally or through 
the mere lapse of time, the improvements belong to the former owner, 
but the improvements made at the expense of the other party may be 
kept by him if the things suffer no impairment thereby. Neverthe
less, the retroactive effect of conditions subsequent does not take place 
when the rights of third persons acting in good faith are involved 
.unless so stated and recorded in the Public Registry. In various 
States, the rights of third parties in good faith may never be af
fected by a condition subsequent when the thing involved is personal 

prdon~1'iions subsequent are always implied in bilateral obligations 
(obligations in which the parties are mutually bound) in the event 
one of the partil's fails to perform. The other party may rescind the 
·obligation and claim damages or elect to demand performance. He 
may demand r:escission even after electing to seek performance when 
this becomes impossible.10 

Whenever obligations have a date certain for performance they are 
known as "obligaciones a plazo." One obl_i~ated to do several acts 
or give thingS jointly must perform them all Jointly; if to one of two 
things or acts he may perform either, the election corresponding to 
the debtor u;Jess otherwise stipulated. Obligations may be "man
comunadas" or "solidarias" where there is more than one debtor or 
creditor. Under the Civil Code of 1932 the former kind implies that 
the credit or debt is divided into as many equal parts as there are 
debtors or creditors, as the case may be, and each part constitutes a 
·debt or credit se~arate and distinct from the others; however, each 
one of those who Jointly contracted an indivisible debt is liable for the 
whole. An obligation is "solidaria ", under this code, when each or 
all the creditors may demand or each or all the debtors are liable for 

• Chi! Code, 19:l2, arts. 1858-18i2. 
1° CITII Code, 1932, arta 1938-1952: CITil Code, 18M, arts. 1328-1354. 
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the whole obligation; obligations are not presumed to be "solida
rias ", they become so by operation of law or will of the parties. 
Under the Civil Code of 1884, the term "mancomunidad " embraces 
"solidaridad." It provides that an obligation is " mancomunada " 
when one of the creditors may demand or one of the debtors is liable 
for the whole obligation. 

It is advisable, therefore, to · indicate in contracts, if there 
are several debtors, whether each is liable for the whole or only 
a. portion, stating the proportion thereof, and whether they must 
be sued jointly or may be sued separately; if there are several cred
itors, it is advisable to indicate also whether each may demand the 
whole or only a proportional part, and whether each may act 
separately or must act jointly.U · 

TRANSFER AND CONVEYANCE OF OBLIGATIONS 

Rights may be transferred in Mexico by assignment with or with
out the consent of the debtor, unless the law, the stipulations between 
the parties, or the nature of the right do not permit it. The as
signment of credits not drawn to order or to bearer do not affect 
third parties until the date of the assignment is made certain. The 
following constitute dates certain: The date of recordation in the 
Public Registry, the date of the public instrument, if the credit 
is so evidenced, and, in the case of private instruments, the date 

·of the death of one of the si~ers, or when the document is delivered 
to a public- official in the 'discharge· of his duties. The defenses of 
the debtor are not cut off by assignment of a credit unless it is drawn 
to order or to bearer. The assignee, as soon as an assignment is 
made, notifies the debtor; this is required to prevent discharge of 
the obligation by payment to a person other than the assignee and 
also to enable the latter to enforce performance. This notification 
should be made before two witnesses or a notary public. In the 
absence of stipulations between the parties unless the assignment 
is. gratuitous the assignor guarantees the existence and legality of 
the credit but not the solvency of the debtor. Under the Civil Code 
of 1884, assignments of rights or credits in litigation must be evi
denced by private documents if the amount involved does not exceed 
500 pesos and by public document if the amount exceeds that sum 
or whenever the matter involved must be so evidenced. Under the 
Civil Code of 1932 assignments of credits not to order or to bearer 
may be made by private writing signed by the assignor, assignee, 
and two witnesses, and must be evidenced by public document only 
when the assigned credit is evidenced by document of that nature.12 

ACTS AND CONVEYANCES IN FRAUD OF CREDITORS 

Acts and conveyances of a debtor which prejudice his creditors may 
be annulled upon petition of the latter, provided they cause the insol
vency of the debtor and are subsequent in point of time to the rights 
of the creditors, If the act is for a consideration, bad faith on the 

n Civil Code, 1932, arts. 1953-2010; Civil Code, 1884, arts. 131!5-1418. 
u Cfyil Code, 1932, arts. 2029-2057; ClYil Code, 1884, arts 1621-1647. 
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part of the debtor and his assi!!Ilee must be shown. Insolvency exists 
whenever the assets of the debtor, appraised at their just value, do 
not equal the sum of his debts· the knowledge of this deficit consti
tutes bad faith in this case. The creditor cannot seek the annulment 
of an assignment when the thing is in the hands of an assignee who 
has acted in good faith; in such a case the creditor must sue the 
assignors, who acted in bad faith, for damages. 

Payments made by an insolvent debtor before maturity may be 
annulled,. as well as any act or contract made 30 days before bank
ruptcy, the object of which is to create a preference in favor of an 
existing credit which it otherwise does not enjoy. 

Under the Civil Code of 1932 conveyances for a consideration are 
presumed fraudulent when made by persons against whom judgment 
has been obtained, or attachment of his property has been issued, if 
such conveyance prejudice his creditors. 

The action to annul acts and conveyances as indicated above may 
be filed at any time until the debtor pays his debt or acquires property 
with which to discharge it.18 

SUBROGATION 

The substitution of another person in the place of the creditor, to 
whose rights he succeeds in relation to the debt, is known as subro
gation. It takes place by operation of law and without any stipu
lation between the parties when: {1) A creditor pays to another 
creditor who enjoys a preference in accordance with the order of 
payment; {2) the payor has an interest in"the performance of the 
obligation; (3) an he1r pays with his own property any debt of the 
estate; (4) the purchaser of realty pays off a creditor who owns a· 
mortgage credit prior to the purchase. If a debt is paid with money 
borrowed from another, the latter is subrogated to the rights of the 
creditor if the loan is evidenced by unquestionable proof (" titulo 
autentico ") in which it is stated that the loan was made to pay the 
debt; if no such evidence is present the lender is limited to his rights 
under the contract.u · 

PERFORMANCE OF OBLIGATIONS 

Performance of an obligation is effected by (1) payment which 
includes delivery of the thing contracted and the performance of a 
promised act, and (2) offer and deposit which discharges the debtor 
whenever the creditor refuses to accept delivery or to issue receipt 
without just cause. 

Payment may be made personally, by an authorized agent, or by a 
third person, who may act with or without the consent of the debtor. 
It must be made to the creditor, his authorized agent, or to a third 
party if so stipulated or agreed and when such payment actually 
benefits the creditor. · 

Unless otherwise stipulated payment must be made at the debtor's 
domicile. If no time has been fixed, payment of obligations to give 

,. Civil Co<le, 193; arts. 2163-2179; Clvtl Code, 1884, arts. 1683-16G9. 
u Civil Code, 193;,:, arts. 2059-2061 ; Civil Code, 1884, arts. 159()-1598 • . 
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something may not be sought until 30 days elapse after demand is 
mada before notary public and two witnesses; in obligations to do 
something, performance is due upon demand provided the time neces
sary for performance has elapsed. 

In the various States, payment, unless otherwise provided, must be 
demanded at the place where the personal property, object of the 
contract, was when the obligation was incurred; in any other case 
the debtor's domicile is preferred. If, however, no fixed domicile 

. exists demand must be made at the place of the contract if the action 
is personal, and at the place where the property is situated if the 
action is directed against it. In these jurisdictions payment must be 
made on demand when no time is fixed, provided a term necessary 
for performance has transpired. 

Where payment is made through error, the thing paid may be 
recovered; if the person who received it acted in bad faith he is 
liable for interest, increments, and damages caused; the third party 
who receives it from him in bad faith is similarly liable, but if he 
acts in good faith recovery against such third party is barred unless 
the transfer to him was gratuitous. In the various States this 
action is also barred whenever the conveyance was made by an 
insolvent person. In the Federal District and Territories the action 
to recover in these cases prescribes within 1 year after the error 
was discovered; the lapse of 5 years after the error actually occurred 
bars the corresponding action.15 

TENDER AND DEPOSIT . . 
The tender of payment followed by the judicial deposit of the 

thing owed is the equivalent of-payment and discharges the debtor, 
whenever the creditor refuses the tender without just cause, is not 
certain, or is incapable of receiving payment. If the tender and 
deposit are made according to the procedure prescribed by the codes 
the risk of loss and costs incurred must be borne by the creditor.16 

TIME AND PLACE OF PERFORMANCE 

Whenever no time for performance ·of commercial obligations is 
specified, they will be demandable within 10 days after they are 
contracted if enforceable by ordinary action at law, and on the next 
day if enforceable .by executory action. No terms of grace or 
courtesy are recognized. In computing time, the day is considered to 
have 24 hours, the month, as set out in the Gregorian calendar, and 
ihe year, 365 days. The effects of delay in performance commence, 
in contracts with time of performance stipulated by law or by the 
parties, on the day following maturity; if none is stipulated, on the 
day the creditor makes judicial or extrajudicial demand of the 
debtor before notary or witnesses. The place of performance is the 
one specified in the contract; if not so determined, the one which 
according to the nature of the business or tJ_te intention of the parties 
must be considered suitable by reason of their consent or judicial 
decision. · · 

u Civil ~ode, 1932, arts. 2062_:_2096 and 1882-1885: ~I vii Code. 1884, arts. 1514-1:155. 
111 Civil Code, 1932, arts. 2097-2103; Civil Code,.1884, arts. 1556-156lf. 
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If kind and quality of the merchandise are not specified, ihe 
debtor can be required to deliver only goods of the average kind and 
quality. If the contract specifi.es a penaltY. for nonperfortp.a~ce, 
the party aggrieved has an electwn of remedies between demandmg 
performance or the penalty.U 

EXTINGUISHl\IENT OF OBLIGATIONS 

Obligations may be extinguished by set-off, merger, release,, and 
novation. The set-off takes place when two persons are reCipro
cally creditors and debtors of each other; its effect is to extinguish 
the two debts in the amount of the smaller one. To effect a set-off 
both debts must be due and consist of a liquidated sum of money, or 
of /erishable things, in which case they must be of the same kind 
an quality. Sureties may offset against the claim of the creditor 
whatever the latter owes to the debtor, but the debtor cannot offset 
against the creditor what the latter owes the surety. A debtor who 
has consented to the assi~ment made by the creditor to a. third 
person may not set off agamst the latter his claim against the credi
tor; if he was notified of the assignment and did not consent to it 
he may set off against the assignee claims existing prior to the 
assi"nment; if the assi!mlllent is made without the knowledge of 
the debtor not only may he set off against the assignee claims against 
the creditor existing prior to the assignment but also the subsequent 
ones, until he knows of the assignment.18 

MERGER 

'Vhenever the conditions of creditor and debtor are merged in one 
person the existing obligations are extinguished; but they become 
valid and enforceable again, under the Code of 1932, when the mer
ger ceases. The merger of a joint and several creditor or debtor 
only affects the proportional part of his credit or debt.19 

RELEASE 

Anyone may waive his rights and release others, in whole or in 
part, from obligatio~s ?Wed him unless ~the:wise .provided by law. 
The release of the prmc1pal causes the extmctwn of accessory oblio-a
tions, but that of the latter does not terminate the former. If th~re 
are. se~ernl joint and several sureties or guarantors (" fiadores 
sohdar10s ") 1 the release of some as to the proportion of the liability 
for which they are responsible does not benefit the others. But the 
return of the pledge is presumed to be a release of the ri,.ht to it 
in the absence of proof to the contrary by the creditor.20 o 

NOVATION 

The substantial alteration of a contract substitutin"' a new one 
for the old one which thereby is extinguished constitute~ a novation; 
it must be expressly stated, it is never presumed. It may occur by 

11 Code o! Comm<'rce, arts. 83-86. 
•• Civil Code, 11J32, arts. 2185-2205; Civil Code, 1884, arts. 1570-158!1. 
"Civil Code, 1!l:l2, arts. 2206--2208; Civil Code, 1884, nrts. 11\!l!l-1605. 
10 Civil Code, 1932, arts. 2209-2212; Civil Code, 1884, nrts. 1648-1654. 

51747-84-3 
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a change in the subject matter of the contract or by the substitution 
of the creditor or debtor, for which the consent of the three parties 
must be obtained. n 

NONPERFOR:t\IANCE OF CONTRACTS-DAl\i:AGES .. 

The person who is under obligation tolerform an act and fails to 
do so or to execute it in the stipulate manner is liable for the 
resu~tin.g dall!-ages unless the default is caused by a fortuitous event. 
He IS liable m the latter case when he caused or contributed to it, 
~ccepted such liability, or it is imposed on _!lim by law. By damages 
IS meant the loss actually suffered (" danos ") and the profit one 
fails to gain (" perjuicios ");both must be the direct and immediate 
result of the nonperformance, whether they have been or necessarily 
will be caused. 
If the object of the contract is lost or suffered an injury which 

in the opinion of experts prevents its natural use, the owner must 
be paid its whole value; if the injury is less serious, only its estimated 
value will be paid to the owner when the object is returned to him. 
The value of a thing is the one it has at the time it is returned to 
its owner, unless otherwise provided by law or by the parties. In 
estimating the injuries caused, consideration will be given not only 
to loss in value but also to cost of repairs. If the obligation is to 
pay a certain amount of money, damages resulting from nonper
formance cannot exceed the interest at the legal rate unless other
wise stipulated. 

The liability of parties under a contract may be modified by 
them unless the law otherwise provides, as in the case of fraud 
the liability for which may not lie waived. 

NULLITY OF OBLIGATIONS 

. Unlawful stipulations, that is, those contrary t<> law of public 
order and to good customs, give rise to no obligation or cause of 
action.28 According· to the Civil Code of 1932 no juristic act can 
exist without consent or object and therefore none may be ratified; 
its lack of existence may be alleged at any time. The illegality in 
the object, in the purpose, or in the condition of the act results 
in its being void (" nulidad absoluta "), in which case the act does 
not produce its effects provisionally; these become of no force and 
effect when the nullity is actually declared. Acts may be voidable 
(" i:mlidad relativa "), in which case the provisional effect of the 
acts is not destroyed by their subsequent annulment; the lack of 
form, except in case of solemn acts, as well as the existence of 
error, fraud, force, damage, and the lack of capacity of any of the 
parties, makes an act voidable. The action to annul a contr~ct 
obtained by force is outlawed within 6 months after the exercise 
of force ceases. If only a part of an act or contract is subject to 
nullity, the other parts may subsist unless it is .sho~n that the 
intent of the parties was that the act be effective m tot<> and 
not in part. · 

21.Civil Code, 1932, arts. 2213-2223; Civil Code, 1884, arts. 1606-1620 . 
.. Civil C<lde 1932, arts 2104-2118 · Civil Code, 1884, arts. 1458-1487. 
21 Code of C~mmerce, art. 77, Civil Code, 1932, arts. 1830 and 2:!24-2242. 
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lVhenever an obli(J'ation is annulled, the parties thereto must 
l'(•turn to each other ~hatever they received thereunder. If one of 
the contractinfl' parties alleges the nullity and seeks the .retUTn ~f 
what he has !h•ltverell, he must return what he has received; this 
may be done throufl'h a judicial deposit. If a contract is annulled 
after the yersonal o'i- property rights i.nvolverl have been transferred 
to a thirl person, such rights are Without force and effect unless 
the transfe1·ee acted in good faith. . 

The action or defense grounded on nullity by reason of lack 
(Jf form may be alleged. by ~ny one of the intereste.d parties; _it is 
extint!nishecl by the rahficatwn of the act made With the onutted. 
'form~hties. The parties to a contract or act lacking the formalities 
necessary for its validity may demand that these be observed, 
provided the intent of the parties has been set forth beyond doubt 
and the net or obligation is not revocable. The nullity arising 
out of error, fraud, force, injury (" lesi6n ''), or lack of capacity 
may be alleged only by the person who was prejudiced thereby, 
has suffered the injury, or lacks the capacity. When the contract 
is voidable by reason of lack of capacity, force, or error, it may 
be ratified whenever the cause of the nullity ceases; provided its 
confirmation is not obtained through any means which may make 
it void or voidable. This ratification is implied by the voluntary 
payment, novation, or other performance of the obligation and 
thereby extinguishes the action to annul. 

The action of nullity grounded on the lack of capacity or error 
prescribes within the term fixed for the prescription of personal 
actions and actions concerning property according to the nature 
of the act whose annulment is sought; but if the error becomes 
known before the expiration of the prescriptive term the action 
prescribes within the 60 days from the day of the knowledge of 
the error. 

NULLITY UNDER THE CIVIL CODE OF 1884 

The action of nullity. based on lack of capacity prescribes within 
the period of time indicated above; it cannot be alleged if known 
to the parties. If grounded on erro~1 the action prescribes within 
5 years unless it becomes known within that time, in whicb. case 
the action prescribes within 60 days thereafter. The action to annul 
because of the. exercise of force prescribes within 6 months after 
the force ceases. If the object of a contract constitutes an unlawful 
or morally .wrongful act ~mputable t.o the contracting parties, none 
of them Will have any right of actwn under the contract· if one 
alone is at fault, the other may demand the return of what he has 
perfor~ed wit.~ou,~ himself .Performing "!"hat he promised. The 
plea ( excepcwn ) of nullity under th1s code never prescribes. 
The rules governing ratification and voluntary performance already 
discussed in the previous section are set forth in this code. a• 

"ClvU Code, 1884, arta. 1664-1682. 



IV. NEGOTIABLE INSTRUMENTS AND CREDI1' 
. OPERATIONS 

A comprehensive law of negotiable instruments and credit opera
tions was enacted in Mexico under date of August 26, 1932.1 It 
revokes several portions of the Code of Commerce in force (arts. 337, 
339, 34()...357, 365-370, 449-575, 60&-634, and 1044, Laws of Nov~ 29, 
1897, and June 4, 1902) and makes numerous amendments to existing 
provisions. This legisfation, which also regulates certain transactions 
not adequately treated by existing law, is intended to facilitate the 
extension of credit and the use of negotiable instruments. 

The law is divided into three parts. The first classifies negotiable 
instruments and credit operations as commercial acts to be governed 
by the provisions of this lawt primarily, then by general mercantile 
legislation, or by banking and commercial custom, or by the general 
laws of the country {the Civil Code of the Federal District insofar 
as its provisions may govern negotiable instruments and credit 
operations is made applicable throughout the Republic) in that order, 
if the previous one contains no rule governing the matter under 
consideration. Persons who have capacity to contract in accordance 
with these sources of law may perform any of the operations regu
lated by the new law. Codebtors in such credit operations are 
presumed to be jointly and severally liable. 

The second part of the statute under discussion regulates the 
issuance, endorsement, acceptance, payment, etc., of negotiable instru
ments, such as bills of exchange, promissory notes, and checks. The 
third part of the law regulates credit operations, such as exchange of 
securities (" reporto ")' bank deposits, banks' deposits of secunties, 
deposits of merchandise in general warehouses, credit discounts: cur
rent accounts, letters of credit, extensions of credit, credits for raw 
materials and farm improvements (" creditos de habilitacion o avio 
y los refaccionarios "), pledges, trusts, bonds, and certificates of 
deposit.2 

NEGOTIABLE INSTRUMENTS IN GENERAL 

Article 8 of the law sets forth the exceptions which may be pleaded 
m actions grounded on negotiable instruments, such as lack of juris
diction, of personality, falsity, payment, extension of time to pay, 
cancelation, prescription, lack of negotiability, or essential prereq
uisites in the body of the instrument, etc. Power to make, draw, 
endorse, accept or in any other manner sign a negotiable instrumeJ?t, 
may be given by written document, duly recorded in the :Mercan~1le 
Registry, or by a simple declaration in writing addressed to the third 
person with whom the agent is to deal. . If !1 person ac.;ts without such 
authority he- assumes a personal obhgahon, but hiS acts may be 

i As amended by decree ot Aug. 30, 1933. 
•Arts. 1-7. 
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ex{'rcssly or impliedly ratified by the principal. If the latter has 
h£> d out the a"'ent as having authority, he, the principal, cannot 
allege, in an action against him by a bona fide holJer, that the_ agent 
did not have power to sign the instrument. Lack of personality, or 
fraud in a negotiable instrument, or the existence of any other 
circumstance which relieves any one of the signers thereto of liabil
ity, does not invalidate the obligations arising from the instrument 
as regards other parties to it. Whenever the text of a negotiable 
instrument is altered, the law provides that the persons who sign it 
will be liable in accordance with the text at that time; it is presumed 
that the instrument is signed before its text is altered. Negotiable 
instruments and the other credit transactions will not have the force 
nn<l effect which the law provides if the legal prerequisites are not 
observed and all required statements set out in the text. If the 
amount written in figures differs from its statement in words, the 
latter prevails; but if the amount is written both ways, several times,. 
nnd there is a difference between the figures and the words, the 
instrument will be binding for the smaller amount. The transfer of 
a credit instrument implies the transfer of the principal obligation 
as well as the right to interests or dividends accruPd and guaran
tees and other accessory rights. If the instrument is given for 
merchandise only, the holder of the document may d1spose of 
the goods.8 

CONFLICTS OF LAW 

The law provides the following rules for the purpose of determin
ing the rights and obligations arising from, and validity of, instru
ments of credit drawn in foreign countries to be paid in l\Iexico: • 
(1) The capacity to draw an instrument of credit in a foreign coun
try or assume any of the obligations included in the document will be 
determined by the law of the place where issued or the obligation 
assumed. l\Iexican law regulates the capacity of foreigners to issue 
such instruments or assume such obligations within the l\Iexican 
territory. (2) Essential prerequisites to the validity of an instru
ment issued abroad and of the acts in it stipulated are determined 
by the law of the place of issue or of the acts stipulated; but if pay
able in l\Iexico, thPy are valid if the prerequisites of l\Iexican law are 
fulfilled, although irregular according to the law of the place where 
issued or the acts sti~ulated. (3) If it has not been expressly stipu
lated that the act w1ll be governed by Mexican law, the rights and 
obligations arising out of an instrument, or act therein stipulated, 
issued or contracted abroad, totally or partially payable in Mexico, 
will be governed by the law of the place of making provided it is not 
contrary to Mexican rules of public policy (" leyes de orden pub
lico "). ( 4) Instruments (" titulos "} guaranteed by rights in l\Iexi
can realty are governed by Mexican law as regards the guarantee. 
( 5) Time and formalities for presentment, payment, and protest 
are governed by the law of the place where the particular act must 
be made. (6) If instruments payable in l\Iexico are lost or stolen 

· the steps prescribed by Mexican law in such cases must be observed. 

I Arts. 8-19. 
• Arts. 252-2GB. 
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(7) The Mexican law governing prescription and extinction (" ca
ducidad "),by which rights in credit instruments are cut off, apply 
in actions .filed in Mexican courts grounded on such instruments, 
even if issued abroad. 

NO.l\IINATIVE INSTRUl'tiE...'IlTS-ENDORSIDIE..'IlT 

An instrument is nominative when drawn in favor of a designated 
person. Whenever its recordation in a registry kept by the issuino
party is required, no operation will affect him or a third party unle~ 
set out on the face of the instrument and duly recorded. These docu

·ments are presumed to be drawn or endorsed to order unless the 
phrases " not to order " or " not negotiable " are inserted. 

Nominative instruments may be transferred by assionment by 
which "the assignee takes subject to all defenses of the party to be 
charged. Endorsement after maturity has the effect of an assign
ment. Transfer by endorsement cuts off these defenses against a 
holder in due course. Endorsements must set out: (1) The name of 
the endorsee. If omitted, the endorsement becomes an endorsement 
in blank, which enables the holder to .fill in his name or to transfer 
the document without endorsement. . (Endorsements to bearer are 
considered to be in blank.) (2) Signature of the endorser or of his 
agent. (3) Nature of the endorsement. It may be for collection 
("en cobro, en procuraci6n ") by which title does not pass, but power 
to present it for acceptance, to collect on it judicially or extrajudi
cially, to· endorse it for collection and to protest it, is given. ( 4) 
Date and place of endorsement. The endorsement maY. be in the 
nature of a guarantee or pledge ("en garantia, en prenda ") by 
which the endorsee enjoys the rights of a pledge creditor and the 
powers of an endorsee for. collection. An endorsement " without 
recourse" ("sin responsabilidad ") frees the endorser of liability. 
The payor need not ascertain the authenticity of all the endorsements, 
but he must verify the identity of the person who presents the instru
ment to him as the last holder, and the continuity of the endorse
ments.11 

BEARER INSTRilliENTS-RECOVERY OF DOCUl\IE..'IlTS 

Instruments not drawn in favor of a determined person are con
sidered as drawn" to bearer", whether this phrase is written therein 
or not. Title to them may pass by delivery. If the obligation is to 
pay a sum of money, it may be put in circulation only in the cases 
prescribed by law and in conformity therewith. The holder of an 
instrument of credit who loses it or has it stolen from him may 
revindicate it. He may demand its cancelation, in which case re
quest for payment, replacement, or restoration may be m~de, as ~ell 
as the suspension of the performance of the correspondmg obhga
~ions while its cancelation is obta.i~ed or the opposition to the sa!lle 
1s disposed of. In order to petition suspensiOn adequate secunty 
must be given to answer for damages which may be suffered thereby." 

8 Arts. 23-41. 
• Arts. 69-72, 42-68, and 73-75. 
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BILLS OF EXCHANGE 

FORM AND CONTENT 

The bill of exchange must contain: (1) the term bill of exchan~e; 
(2) place where and date when si~ed; (3) an unconditional oraer 
to the drawee to pay a determinaole sum of money; (4) name of 
drawee; (5) date and place of payment; (6) name of payee; (7) 
signature of the drawer or the person who signs at his request or in 
his name. Interest or penal clauses will have no force and effect. 
If no drawee is indicated the drawer or any other person bound by 
the instrument may indicate therein one or more persons from whom 
acceptance and payment, or the latter, may be demanded, in case 
the drawee defaults, provided such person is domiciled or resides at 
the designated place of payment, or at the drawee's domicile if no 
place of payment is indicated. If the place of ;payment is not desig
nated, the domicile of the drawee will be considered as such; if he 
has several, payment may be demanded in any of them, at the elec
tion of the drawer. If several places of payment are designated, the 
holder may make demand in any one of them. The drawer may 
designate as the place of pa:yment the domicile or residence of a thiril 
person, at the place of domicile of the drawee, or in any other place. 
If payment by the drawee at the third person's domicile is not pro
vided, pa;rment by the third person will be understood. The drawer 
also may designate his own domicile or residence as place of payment, 
although it may be different from that of the drawee. 

The bill of exchange may be drawn at sight, at a certain time after 
sight, at a certain time after date, or at a fixed time. If other kinds 
of maturity, or succeeding dates of maturity, or no dates of maturity 
are designated, the instrument will be considered payable at sight. 
If drawn 1 or more months after date or sight, it matures on the ilay 
corresponding to its issuance of the month on which payment must 
be made; if there is no corresponding day, the bill matures on the 
last day of the month of payment. Maturity at the beginning, 
middle, or end of the month is understood as meaning the 1st, 15th, 
and last day of the corresponding month. The exRressions "8 days"; 
"a week", "15 days", "2 weeks", ".a fortnight , or "half month' 
will be counted not as 1 or 2 whole weeks, but as terms of 8 or 15 
actual days, respectively. If payment falls due on a holiday, it may 
be made on the following working day, but intermediate holidays 
will be counted in computing date of maturity. The starting day 
(" el dia que les sirva ·de pun to de partida ") will not be counted 
in legal or contractual periods of time.1 · . 

The bill of exchan~e may be drawn to the order of the drawer 
and against him provided it is payable at a place different from the 
place of issuance. In the last case the drawer is liable as an acceptor, 
and if the bill is drawn at a certain time after sight, its presentation 
will only have the effect of fixing the date of payment. Presenta
tion will be evidenced by a statement on the bill signed by the drawer 
or by notarial or broker instrument. Power to act for the account 
of or in name of another does not include power to incur obligations 

1 Arts. 76--81. 
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evidenced by document of exchange. Directors and managers of 
companies or commercial enterprises are considered authorized to 
sign bills of exchange in the name of the entities. The limitations 
upon that authority are those set out in the charter or/and bylaws or 
in the corresponding powers of attorney. If the drawer does not 
know how or is unable to write, another person will sign the instru
ment at his request before broker, notary public, or other empowered 
to attest to the act. The bill of exchange drawn to bearer will have 
no force and effect as such. If drawn to some person or bearer, the 
words " or bearer " will be disregarded. The clauses " documents 
against acceptance " or "documents against payment " and the terms 
"D/A" or" D/P" in a bill of exchange, accompanied by documents 
evidencing merchandise, bind the holder of the bill not to deliver 
the goods until the bill is accepted or paid. The drawer of a bill 
of exchange is liable for its acceptance and payment; any clause 
waiving this liability will have no force and effect. Regular en
dorsers (" endoso en propiedad ") are liable jointly and severally 
with all other persons liable for the amount of the bill.8 

ACCEPTANCE 

The bill of exchange must be presented for acceptance at the P.lace 
and address in it indicated or, if none is indicated, at the domicile or 
residence of the drawee. It must be presented for acceptance to all 
other persons indicated in case of drawee's default. If the bill is 
drawn at" so many days after sight, it must be presented within 6 
months of date unless a different term of time has been stipulated for 
presentation. Bills drawn at so many days after date need not be 
presented unless the drawer so ordered with indication of a period of 
time within which to present. If presentation lies within the holder's 
discretion, it must be made, if at all, not later than the last working 
day before the day of maturity. 

The acceptance must be indicated in the body of the bill by the 
word. "accept" or a similar expression, followed by the signature 
of the acceptor. This signature alone is sufficient. The acceptance 
must be dated whenever the bill is payable at some period after sight 
or when it must be presented for acceptance within a determined 
period of time; if the. acceptor fails to date the acceptance, the 
holder may do so. If a place of payment different from that of the 
acceptor is indicated, the latter must state in the acceptance the 
name of the person who must J?ay; if he fails to mention one, he 
must make payment at the designated place, personally. If pay
able at the acceptor's domicile, he may indicate an address where 
payment will be made unless the drawer has already designated one. 
The acceptance must be unqualified; it may be limited to a certain 
sum, but any other condition will amount to a dishonor, the drawee 
being liable in accordance with the term of the acceptance made 
If the acceptance is crossed off before the bill is returned to the 
holder, jt is considered as having been refused. Acceptance binds 
the aGceptor to pay at maturity even though the drawer has gone 
into bankruptcy before acceptance.' 

• Arts. 82-90. 
1 <\rta. 91-101. 
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ACCEPTANCE FOR HONOR 

Bills of exchange not accepted by the drawee may be accepted by 
a third prrson, after the corresponding protest. If the third per
son hns Leen designated in the body of the bill to whom presentment 
must be made if drawee defaults, the acceptance for honor cannot 
be refused. If the person in whose behalf the acceptance is made 
is not indicated, it is presumed to have been made in behalf of the 
drawer, even though an endorser advised such acceptance. The ac
ceptor for honor must notify his acceptance immediately to the per
son in whose behalf he acted. The latter, the preceding endorsers, 
the urawer, and "avalistas" may demand of the holder to accept 
payment, delivering the bill to them.10 

"AVAL " (SURETYSHIP) 

"Aval" is an obligation set out in the body of the bill or on a 
!:ieparate paper attached to the bill, by which payment of all or part 
of the amount is guaranteed. It is expressed by the words ' por 
aval " or equivalent expression and signed by the "avalista." If no 
amount 1s indicated in the "aval" it is presumed to guarantee the 
total amount; if no person is indicated in whose behalf the" aval" is 
given, it is presumed to be in favor of the acceptor; if not, of the 
drawer. A naked signature to a bill of exchange will be considered 
to be that of an "avalista" if it gives rise to no other obligation. 
The "avalista" is jointly and severally liable with the person in 
whose behalf he has acted; his liability continues even after the 
principal obligation becomes null and void. Upon his payment of 
the bill the avalista has a right of recourse against h1s principal 
and against those liable in favor of the principal, on the instru
ment. The action against the " avalista ' is subject to the ;;arne 
terms and conditions as. the one against his principal.11 

PAYMENT 

The bill must be presented for payment upon maturity at the place 
indicated; if none has been designated, then at the domicile or resi
dence of the drawee, acceptor, or "domiciliatario" or at that of the 
"recomendatario ".12 If drawn at sight, the bill of exchange must 
be presented for payment within 6 months of date. .AJJ.y one of the 
persons liable may reduce this term by so stating it in the bill, while 
the drawer may extend it or forbid presentation before a set date. 
The holder may not refuse partial payment, but may retain the 
bill until full payment is made ( writrng in it the amount paid, :for 
which he may give a separate receipt. The holder may not be forced 
to accept payment before maturity; the drawee who makes such pay
ment is liable for the validity of the payment. If payment is not 
demanded at maturity, the drawee or any other person liable on the 
bill may deposit the amount due in the Banco de Mexico, after the 
time for protesting the instrument has expired.13 

10 Arts. 102-108. 
u Arts. 109-116. 
u A "domlclllutarlo" Is 11 pel'son or firm designated in the instrument and domiciled Jn 

11 p!11ce dlll•r•nt from thnt of the drawer or acceptor, at wbose domicile the Instrument 
ls to be accepted or pnld by the drawer or acc~ptor. Such Instrument Is called a" domiciled 
lnstrum .. nt." A "recomendntnrlo" Is an 11!ternnte acceptor whose nnme appe11rs on the 
Instrument to accept same If the primary 11cceptor does not. 

•• Arts. 126-132. 
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PAYMENT FOR HONOR 

'When the bill is not paid by the drawee, payment for honor may be 
made by (1) the accept<>r for honor, (2) the'' recomendatario ", (3) a 
third person. Payment for honor must be made at the time of pro
test or within the following working day and must be set out in the 
document of the protest. Payment for honor may not be refused 
while the holder has the bill in his possession; if he does refuse, he 
loses all rights on the instrument against the person for whom pay
ment for honor was o:tfered.14 

PROTEST 

Protest must be made for nonacceptance or nonpayment before 
notary public, public broker, or the highest political power of the 
place if either of these two are not available, within the two working 
days following presentation for acceptance or following maturity. 
Against the drawee and" recomendatario" protest for nonacceptance 
must be made at the place designated for acceptance; if there is none, 
at their domicile or residence. Protest for nonpayment must be 
made at the place therein stated; if there is none, at the dotnicile or 
residence· of the "drawee, acceptor, or "domiciliatario" or of the 
"recomendatario ". If the person against whom protest is directed 
is not present, it may be taken up with his employees, family, serv
ants, or some neighbor. "When the domicile or residence of that per
son is not lmown, protest may be made at the address chosen by the 
official making it. If the drawee is forced into bankruptcy or civil 
insolvency, before acceptance or after it, but before maturity, the 
bill must be protested for p.onpayment; the protest must be prepared 
between the date when the insolvency proceedings start and the date 
when prote!>t normally would have had to be made for nonacceptance 
or nonpayment. The protest must be evidenced in the bill itself 
or in a paper attached thereto. In addition the official in charge 
must prepare the document of protest in which must be set out: 
{1) An exact reproduction of the bill of exchange, with its accept
ance, endorsements, "a vales", etc.; (2) the request for acceptance 
or payment with a statement of whether the person requested was 
present or not; (3) reasons given for nonacceptance or nonpayment; 
(4) signature of the person with whom the protest was taken up or 
a statement that he r:efused to sign or that he was unable to do so; 
( 5) place, date, and hour when the protest was made and si~ature 
of the official making it. If protested for nonacceptance, a bill need 
not be presented for payment or protested for nonpayment. 

The notary public, broker, or other official may retam the bill dur
ing the day of the protest and during the day following; the drawee 
may pay it in that time with interest for the delay and costs of the 
protest. Notice of protest must be given to all the parties to a bill 
of exchange by the official who made the protest, on the day following, 
if such parties reside at the place where protest was effected, and by 
the next mail, .duly registere~, dire~ted to the addresses indica~ by 
them on the bill, If the parties reside at some other place. Fa1lure 
to notify renders the party at fault liable for damage caused, pro
vided the addresses were written on the bill. 111 

u Arts. 133-138. 
u Arts. 139-149 and 155. 
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WAIVER OF PROTEST 

Protest may be waived by the drawer writing on the bill'' without 
eosts" (''sin gastos "), '\ without protest". ("sin protesto "), or 
similar clause. Such a statement does not reheve the holder from the 
oLlirrntion of presentinrr the bill for acceptance or payment or from 
noti'fyinO' the refusal t; accept or pay to the other obligees ("en via 
de regre~o "). If such clause is written by the holder or an endorser 
it will have no force and effect.10 

ACTIONS TO COLLECT ON BILLS OF EXCHANGE ("A.CCI6N CA.MBJA.RIA.") 

The last holder of a bill of exchange may demand, by filing execu
foi~IJ artlnn O'n ltl the amount of the instrument, legal interest ~rom 
maturity, cost or protest, and other costs and exchange premmms 
between the place where payment should have been and the place 
where it actually was made, plus cost of remittance. The action 
proceeds against any or all of the parties liable on the instrument 
without previous judicial aclrnowledgment of their signatures. 

The action to collect on bills of exchange by the last holder against 
prior obligees lapses (1) when no proper presentation for acceptance 
of payment is made; (2) when no proper protest is effected; (3) 
when proper acceptance or payment for honor is denied; (4) when 
the action .is not filed within 3 months of the protest or of the date 
of presentation for acceptance or payment if protest was waived; 
( 5) when the action against the acceptor has prescribed or will 
prrscribe within 3 months after the filing of the complaint. The 
action by an obligee who pays the bill against prior obligees is 
lost (a) when the action of the last holder is lost as indicated in 
(1), (2), (3), and (5) above; (b) when he fails to file it within 3 
months after he paid the bill or after the complaint in the action 
to collect against him is notified to him; ( c} when the ~ction against 
the acceptor has prescribed or will prescribe within 3 months after 
the filing of the complaint. 

The periods of time upon which the action on bills of exchange 
dep.ends for its effectiveness !fillY not be suspended except by force 
ma]etue and may never be mterrupted. The executory action to 
collect on bills of exchange prescribes (is outlawed) within 3 years 
counte<l from the date of maturity or, if there is none, from the 
expiration of the periods of time of articles 93 and 128 (that is, 
after date of maturity as determined in case of bills payable at 
a certain time after sight or at sight). The last holder and other 
prior obligees who have paid the bill of excliange may file actions, 
based on the transactions which ~ave rise to the issuance or transfer 
of the bill, after being unable to obtain satisfaction through the 
action on the bill against their direct debtors, provided always 
that the drawin~ or transfer of the bill did not operate as a novation 
of the original transaction, which novation is never presumed. If 
the executory action on the bill is lost by reason of prescription or 
"caducidad ",the persons indicated above may file only an ordinary 
action at law (" acci6n causal") against the person directly liable 
to them, provicled they have performed every act necessary to pre
serve whatever actions this person is entitled to and provided they· 

"Art. 141. 
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return the bill to him. If right of action against the drawer and 
-other obligees is lost, the holder may demand of the drawer the 
.amount hy which the latter has been unjustly enriched to the damage 
-of the holder; this right of action prescribes within 1 year after 
the executory action on the billlapsed.u 

BILLS IN A SET 

Unless a bill is marked "Unica," (sole copy-without duplicates) 
the taker has the right to have the drawer issue one or more Identical 
duplicates marked "first", "second", and so on successively accord
ing to the order of issuance. Any other holder may make the same 
demand through the immediately preceding endorser who, in turn, 
must apply to his predecessor until the drawer is reached. · 

Payment of one duplicate frees all the others from payment, but 
the drawee is liable on all the copies he accepts; endorsers who 
signed duplicates to different persons, as well as subsequent endors
.ers, remain liable by their endorsements as if they were made on 
distinct bills. The name and domicile of the person in whose posses
sion -a, duplicate sent for its acceptance may be found, must be men
tioned by the remitter in all the other duplicates. 

A holder of a duplicate sent for acceptance must present it in 
time and must protest it whenever necessary; if at its maturity no 
-one demands it, he must make collection on it and cause the amount 
thereof to be deposited in a bank, or, in its absence, in a commercial 
house. He must also deliver the copy sent him for acceptance and 
the protest note, as the occasion anses, to the legitimate holder of 
the other duplicate which contains mention of the person to whom 
the "first" was sent. 
If the holder refuses to make delivery, the legitimate holder must 

make a protest against him and against the drawee for failure to 
accept or pay the duplicate, before exercising his actions. When two 
Qr more holders of duplicates demand of the holder the. duplicate 
sent for acceptance, he must deliver it to the first demanding the 
document; if all present themselves at the same time, he must prefer 
the holder of the duplicate bearing the lowest ordinal number. 

The holder of a bill of exchange may make copies thereof. They 
must be exact reproductions of the onginal with the endorsements 
and all the statements it contains and indicating where that which 
is copied ceases. The autographed signatures of the acceptor, en
dorsers, and "avalistas ", made- on the copy, bind them as if written 
()n the original. 18 

PROMISSORY NOTES 

FORM AND CONTENT 

A promissory note must contain: {1) A statement that it is a 
promissory note; {2) an unconditional promise to pay a determinable 
sum; {3) name of payee; {4) date and place of payment; (5) date 
and place w~ere made; (6) s~gnature of ~he maker or ~~:gent. If date 
Qf payment Is not stated, the mstrument IS payable at sight. If J?l~ce 
()f payment is not indicated, it is payable at the maker's domiCile. 

n Arts. 152-169. 
18 .Arts. 117-125. 
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Notes may Le made payable at a stipulated time after sight, in which 
case they must be presented within 6 months after date for the pur-
pose of fixing the date of payment. · 

The holuer of a promissory note need not present it for payment 
nor protest it for nonpayment in order to preserve his rights to ex
ecutory action against the maker. But he must do so whenever the 
person who must pay it is not the maker, in order to preserve his 
rights of action a..,amst endorsers and maker. Article 174 of the 
law makes applicable to promissory notes the provisions of articles 
77 (last paragraph), 79-81, 85.1 86) 88, 90, 109-116, 126-132, 139r 
140, 142, 143 (first, second, and thud paragraphs), 144 (first and 
third paragraphs), 148, 149, 150 (subdivisions II. and III), 151-162, 
and 164-169. 

For the purpose of suit (article 152), the amount of the note will 
include the interest due; the discount of a note not yet due will 
be calculated at the rate of interest stipulated in it, and at the 
legal rate if no interest has been indicated. Interest for delay in 
payment will be computed at the stipulated rate; if none is indi
cated, at the rate stipulated on the principal sum; if no interest is 
indicated, then at the legal rate. 

The maker of a note is considered for all pur.roses like an acceptor 
of a bill of exchange, except in the case of article 169, when he will 
be considered as a drawer.18 

CHECKS 

Checks may be drawn against credit institutions only by persons. 
having funds therein and authorized by them to draw checks on 
them; if drawn without having funds to cover, the drawer is guilty 
of fraud. The instrument must contain a statement that it is a 
check, an unconditional order to pay a determinable sum of money,. 
name of drawee, place of payment, and signature of drawer, and. 
make mention of the date and place of issue. Checks must be made
payable at sight only and may be drawn to bearer or nominative r 
If no payee is designated, or \f drawn to" X or bearer ''tit is drawn 
to bearer. 

The check must be presented for payment at the address therein 
indicated or, if-none is stated, at the l'rincipal establishment of the
drawee at the place of payment, withrn 15 days of date if payable· 
where drawn, within 1 month if payable at another place within 
Mexico, and within 3 months if drawn abroad payable within: 
1\Iexico, and vice versa unless the law of the forei!!Il country pro
vides a different period of time (arts. 180-181). :Even though not 
presented or protested in time, the drawee must pay a check if it 
has sufficient funds of the drawer. Whenever a check is presented 
in time and not paid, it must be protested within the second working 
day after presentation, in the same manner as a bill of exchan(J'e; 
but for the purpose of such protest, a statement made in it by the 
drawee to the effect that the document was presented and not paid 
in part or in full will be sufficient. The holderr after such protest, 
must notify all prior obligees. 

10 Arts. 17()...174. 
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~ail~re to pr?test a chec~ in time and in the prescribed manner 
preludices the rights of action of the last holder ao-ainst endorsers 
or' avalistas ",of the latter against one another and the direct action 
of the last holder against ~he drawer and his "avalistas ", if they 
prove that they had sufficient funds to pay the document in the 
drawee's possession during the time within which presentation should 
have been made and that the check was not paid because of a cause 
foreign to drawer, arising after the expiration of such term. Thes~ 
rights of action prescribe within 6 months after presentation as 
regards the holder, and after the day following the date of payment 
as regards endorsers and "avalistas." Alterations and falsifications 
in chec~ may be a ~efense in favor of th~ drawer only if they are not 
due to hiS fault ("culpa") or that of hiS managers, representatives, 
or clerks. · 

The law authorizes the use of special forms of checks, such as 
crossed checks which may be cashed by credit institutions only, cer
tified checks which are not negotiable, checks with a clause "deposit 
to the account of" (" para abonar en cuenta "), banker's checks 
which may only be nominative and nonnegotiable, and traveler's 
checks.20 

BONDS, DEBENTURES, AND OTHER OBLIGATIONS 
( .. OBLIGACIONES ") 

Corporations may issue bonds, debentures, and other obligations 
in denominations of 100 pesos or its multiples, nominative, to bearer, 
or nominative with bearer coupons, all holders thereof enjoying 
equal rights within each series. (Hereinafter whenever the. term 
" bond " is used it is meant to include debentures and other obliga
tions.) Bonds must set out the following facts: (1) Name1 object, 
and domicile of issuing company; (2} company paid-in capital and 
amount of its assets and liabilities according to the balance effected 
for the purpose of the particular bond issue; (3} amount of the 
issue, stating number and nominal value of the bonds; ( 4) rate of 
interest stipulated; (5) term of interest and capital payment and 
condition and manner of amortization; (6) place of payment; (7) 
statement of collateral, if any,· guaranteeing the issue and of tht> 
corresponding inscription in registry of property; •(8) place and 
date of the issue, with inscription and its date in the mercantile regis
try; (9) signatures of authorized company directors; (10) signa
ture of the.common representative of bondholders.21 

PREREQUISITES GOVERNING ISSUES 
. . 

These oblio-ations may not be issued for more than the net assets of 
the issuinO' e~tity which appears from the balance indicated in (2) 
above, uniess the issue is made for the value or price of property 
whose acquisition or construction has been contracted by the concern 
(art. 212}. Nor may they be .amorti~ed by drawing: lots (" s_orteos ") 
in an amount larger than their nommal. value or with premmms, ex
cept when the interest payable is onr 4 percent annually and tlw 

20 Arts. 175-207• 
Zl .!.rtJ. 208-210. 
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periodical amount reserved for amortization and .for interest is the 
same during the time set for the amortization. The company issu
ing bonds may not reduceo its capital except in proportion to the J.?ay
ments it makes upon outstanding issues, nor may it change its obJect, 
domicile, or name without the consent of a general meeting of bond
holders. It must publish annually its balance, certified by a public 
accountant, in the Diario Oficial.n . . 

PREPARATION OF BOND ISSUES 

In order to effect an issue of bonds formal declaration thereof 
must be drawn by the concern before notary public, to be in.scribed 
in the Registry of Property if real estate is mortgaged to secure the 
issue and, in any event, in the Registry of Commerce. This declara
tion must contam the followin"' facts: . 

1. The facts contained in (1) and (2} above, accompanied by: 
(a) Minutes of the general meeting of shareholders authorizing the 
issue; (b) balance prepared for the purpose of making the issue and 
certified by public accountant; and (c) minutes of the meeting of the 
board of directors in which were mdicated the person or persons 
who must subscribe to the issue. 

2. Facts contained in (3) 1 (4), (5), and (6) above. 
3. Statement of the spec1al guarantees given to. secure the issue, 

with all its legal prerequisites. 
4. Statement of the use to be made of the funds received, in the 

case stated in article 212, supra. 
5. Appointment of the repres£-ntati ve (trustee) of bondholders, 

and his acceptance, with his statement to the effect that: (a) He has 
verified the value of the net assets declared by the company; (b) he 
has verified the existence and value of the l?roperty mortgaged or 
pledged to guarantee the issue; and (c) he w1ll be the depositary of 
funds of the issue to be used, in accordance with article 212, to con
struct or buy property. 

·whenever the bonds are offered to the public, any advertisement 
or notices thereof must contain all the facts set out above. Those 
¥uilty of breach of this requirement are liable jointly and severally 
tor the damages caused."" 

QUALIFICATIONS AND DUTIES OF BONDHOLDERS' REI'RESENTATIVE 

The bondholders' representative (trustee) must not be a bond
holder. The position may be discharged by an individual or the 
repres£-ntatives of a credit institution or finance company; as such 
he may grant judicial powers of attorney. He may not resign except 
for grave cause as determined by the judge of first instance1 but may 
be removed at any time by the bondholders. If at any time there 
is no representative, any institution authorized to act as trustee 
will be ~ppointed. whi~e the bondholders ~~signate a permanent one, 
by the JUdge of first mstance, upon pebhon of a debtor or bond
hold£-r; a meeting of bondholders must be called within 15 days after 
appointment of temporary representative to d£-signate the permanent 
one. 

"" Arts. :!11-212. 
• Art. 21:1. 
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T~e pow~rs _and duties of the representative, in addition to those 
previOusly mdiCated, are: ( 1) To verify the facts set out in the decla
ration of the bond issue; ( 2) to file such actions and perform such 
~cts as are neces~ary to obtain or protect payment of bondholders' 
mterests and capital; (3) to be present at drawin(J"s by lot and share
holders' meetings; ( 4) to call and preside over '='bondholders' meet
ings; (5) to sign all documents and contracts in the name of the 
bondholders, with the issuing entity. 

In the absence of any stipulation to the contrary, compensation 
of representative a~d expenses of actions to preserve or make effec
tive bondholders' rights must be paid by issuing company,!' 

BONDHOLDERS' MEETINGS 

The. general meeting of bondholders will represent all bondholders. 
It must be called by the representative or judge of first instance, to 
be held within a month, upon petition of 10 percent of bondholders. 
The quorum is constituted by a majority plus one of bonds in circu
lation; the decisions of the meeting are valid if approved by a 
majority. Upon a second call to a meeting it will be validly con
stituted, regardless of the number of shares represented. A repre• 
sentation of 75 percent of outstanding bonds and a vote of the major
ity of those present plus one (unless a second convocation becomes 
necessary when its decisions are valid, regardless of the bonds repre
sented) is necessary for the purpose of: (1) Selecting the representa
tive or r.evoking his appointment; (2) granting extensions of time 
to the issuing company or modifying the bond contract (arts. 218-
219). 

For meeting purposes, bondholders must deposit their evidence of 
ownership or the corresponding certificates of deposit at the place 
designated in the convocation on the day prior to the date of the 
meeting. They may be represented by proxies authorized by simple 
letter power. Bonds not placed in circulation or bought by the issu
ing entity may not be represented in the meeting. Directors of issu
ing company may attend bondholders' meetings (art. 221). 

The meeting will be conducted by the representative. Minutes 
will be kept, to which will be added a list of those present, signed by 
them and the " escrutadores " (persons who at the meeting: examine 
credentials of attendants). The minutes, certificates of btle, books 
of account, and all documents will be kept by the representative who, 
upon request, must issue certified copies thereof, at petitioner's ex
pense. Bondholders are entitled to one vote per obl~ation of the 
lowest denomination issued. The provisions of the l.iode of Com
merce governing shareholders' meetings will apply insofar as these 

· rules do not regulate a specific situation. 
Expenses of convoking and holding meetings requested by bond

holders in accordance with article 218 must be pa1d by those who 
requested i~ if the meeting did not approve their proposals.20 

PAYMENT OP BONDS 

If bonds are payable by drawing lots, this must be done before 
notary public. A list of those drawn must be published in the fed-

"Arts. 216-217 and 226. 
• Arts. 218-226. 
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crul oflicial journal and in n. npws~u~cr at the c.ompany's .domi~ile 
nnJ the amount thereof dt>[)()sitcLl w1tlun n month m a bank, m wh1ch 
case tho bonds drawn for payment will not earn interest. · This 
deposit may not be withdrawn by the issuing company before 00 
days have expired since the date whPn payment may be made, which 
date must be fixed within a month after the drawing.25 

ACTION BY BONDHOLDERS 

The following actions may be instituted by individual bond
holders: (1) To annul the issue in any of the cases stated in articles 
200-211 (demanding only reimbursement of amount paid by bond
holders-art. 224 and last parao-raph art. 220), and whenever pre
requisites to convoke and hold their meetings are disregarded; 
(2) to demand by executory action payment of matured coupons or 
bonds (including those drawn by lot) and amortization or reim
bursement due according to bond contract; (3) to demand that 
representatives perform all necessary acts to preserve or make effec
tive their rights; (4) to recover against representative for his gross 
culpability. 

The first three actions above may not be instituted whenever 
identical action by representative is pending or they are inconsistent 
with resolutions of bondholders' meetings. 

Actions to collect coupons or interest due prescribe within 3 years 
of maturity and those to collect the bonds within 5 years after 
term for amortization or after date of publication of list of bonds 
drawn by lot for payment.28 

CERTIFICATES OF DEPOSIT AND PLEDGE BONDS 

The certificate of deposit is an instrument issued by general ware
houses organized in accordance with the· General Law of Credit 
Institutions to evidence the ownership of property deposited in them. 
The pledge bond evidences a credit guaranteed by a pledge of the 
property indicated in the corresponding certificate of deposit. 
Receipts, records, or certificates issued .by any other person or insti
tution to evidence the deposit of property will have no effect as 
credit instruments. Whenever the certificate of deposit is expressly 
nonnegotiable no pledge bond may be issued on it. The law regu
lates the form and content of these instruments, how and under 
what conditions they may be issued and negotiated, the effect and 
ri~hts arising therefrom, the rights and obligations of the warehouse 
w1th respect to them and the property deposited, and the actions to 
which such instruments give nse.27 

CREDIT OPERATIONS 

EXCHANGE OF CREDIT DOCUMENTS (" REPORTO ") 

" Reporto " is a transaction b,Y virtue of which a. person {" report
odor") acquires title to certam credit instruments for a sum of 
money, and promises to sell to the vendor (" reporta.do ") the same 

.., Art. 22:!. 
• Arts. 2:!3-227 • 
.., Arts. 229-2Cil. 

51747-34-+ 
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number of credit instruments, of the same kind, within a certain 
time, for the same price plus a premium. Such agreements must be 
in writing and are binding upon delivery of the instruments sold, 
or their endorsement if no:mjnative. If no time for liquidation is 
fixed, it is understood that the transaction will be executed by the 
last working dal of the month unless it was entered into after the 
twentieth day o the month, in which case it is understood that the 
agreement is to be liquidated on the last working day of the fol
lowing month; in no case may such transactions extend over 45 
days. But these operations may be extended one or more times, 
without such renewals beinff considered new contracts, by writing 
" extended " (" prorrogado ' ) , followed by the signatures of the 
parties, in the original contract. If, on the working day following 
the expiration of time for termination of the transaction, the orig
inal seller does not liquidate it nor is it renewed, it will lapse and 
the original buyer may demand payment of balances existing in his 
favor. Accessory rights of the instruments object of these trans
actions may be made effective by the original buyer for the ori~al 
seller, and dividends and interests accruing thereon will be credited 
to the latter; options will be exercised in his favor, also, provided 
he -supplies the buyer with the necessary funds at least two days 
before the time of the option expires.28 

DISCOUN.T OF CREDITS 

Credits extended in the books of account of merchants may: be 
discounted only by credit institutions, although not secured by credit 
instruments subscribed by the debtor, whenever: (1) Demandable 
within a certain time or after fixed prior notice. (2) Recognized 
in writing by debtor. (3) The discount agreement is evidenced in 
writing, stating name and. do:mjcile of debtors, amount of the credits, 
·rate of interest, terms and conditions of :payment. To this must be 
added the annotations (" notas y relacwnes ") indicative of the 
credits discounted. (4) Bills of exchange drawn on the debtor are 

.given to the discounting institution for each credit, which bills may 
not be used except upon proper authorization or when, at maturity, 
payment of the credits is not made by the person who discounts 
the credit.• . 

EXTENSION OF CREDIT ("APERTURA DE CREDITO ") 
I 

By virtue of this act (extension of credit) the creditor may place 
a sum of money at the disposal of, or may incur an obligation on 
behalf of, the debtor, who must return the sum of which he disposes 
or cover it to the extent of the obligations incurred, with the inter
ests, expenses, commissions, and fees stipulated under the terms 
and conditions contracted. If the parties fixed the amount of the 
credit. the interest, commissions, and expenses are presumed included 
in it, in the absence of stipulations to the contrary; if no limit is 
fixed and there are no means of fixing it, the creditor may do so at 
any time. The parties may contract that one or both may restrain 
the other party or denounce the contract at any time upon due notice. 
If no term is stipulated, any of the parties may terminate the con-

.. Arts. 259-266. 
• .\rts. 288-200. 
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t·.'llct• at any time upon giving due notice. If no term is fixed for 
the return of the sums of which the debtor may dispose, or for the 
rcimbursrment of tho~e paid in his behalf, restitution must be made 
at the expiration of the term fixed for the use of the credit, or, if 
there is none within a month after its extinction. The credit is 
extingubhed by ( 1) the debtor disposing of the total amount of the 
credit unless extended in current account, (2) expiration of term 
fixed, (3) denouncement of the contract, ( 4) failure of collateral, 
( 5) suspension of ;payments; judicial liquidation, and bankruptcy 
of any of the parttes, and \ 6) death, loss of civil rights, absence, 
incapacity, or dissolution of the debtor ... 

CURRENT ACCOUNT 

Provision is made in the law for transactions by which credits 
arising out of reciprocal remittances between persons may be 
entrretl as debits and credits· in a single account, the balance of 
which constitutes a demandable obligation. Commissions and 
~c>xpenses of the operations may be included in the account, which, 
in the absence of stipulation or use to the contrary, must be closed 
every 6 months for hquidation purposes. Actions or exceptions are 
not <>xcluded by the inclusion of a credit in a current account. 
Remittance of credit instruments is always conditional on their 
payment. If a secured obligation is entered in an account, the 
security may be demanded by the one acceptin~ and making the 
entry if the balance of the account runs in his favor; if there are 
guarantors or co-obligators of a credit in a current account they 
are liable to the :party making the remittance i'f the balance of the 
account runs in his favor. 

The creditor of one of the parties to a current account may attach 
the future balance of the account in security of his credit; in such 
case, debits (" partidas de cargo") arising out of operations subse

. quent to the attachment will not be considered. 
Proceedings to correct errors, omissions, or duplications in current 

accounts lapse within 6 months after closing of the account, which 
may be terminated at one of the times it is closed for balancing, by 
giving notice to that effect to the other party at least 10 days before 
such closing. Death or incapacity of one of the parties does not 
terminate an account, unless his heirs or legal representatives or 
the oth('r parties to the account so decide.81 

LETTERS OF CREDIT 

Ll'tters of credit may be issued only to designated persons for a 
fixed amount, or in undetermined amounts included in a fixed maxi
mum, nnrl are nonnegotiable. They may not be accepted or pro
tPsted nnd confer no right against the person to whom addressed. 
The holder will enjoy no recourse against the drawer of a letter 
of credit unless he paid the amount thereof to the drawer or is 
his creditor in that amotmt; in these cases the drawer must pay the 
amount of the letter if it is not paid, and is liable for the dama~es 
incuned. If the holder or taker of a letter of credit guaranteed the 
amount thereof and it is not paid, the drawer is also liable for the 

"'Arts. 291-:lOl. 
"'Arts. 302-310. 
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damages incurred. The amount of the damages in question ma~· not 
exceed one-tenth of the unpaid amount, plus the expenses of the 
security or guaranty. In the absence of stipulation to the contrary 
a letter of credit is good only for 6 months from date of issue.82 

IRREVOCABLE CREDIT 

An· irrevocable credit (" credito confirmado ") is granted as a 
. direct obligation from the issuer to a third person. It must be in 
writing and may not be revoked by the person requesting its exten
sion. The third person may transfer it, but will continue subject 
to the obligations imposed on him in the confirmation. The creditor 
is liable to the person requesting the extension of the credit as his 
agent.83 

MISCELLANEOUS CREDIT 

Credit may be extended for· the acquisition of raw materials, 
payment of wages, and direct expenses indispensable to an enter
prise. This is known as "crooito de habilitaci6n o avio." Such 
credits will be secured by the goods purchased or the produce earned, 
pending or future. By the contract of " crooito refaccionario " a 
credit may be extended to a person, who must use the amount thereof 
in the purchase of implements, fertilizers, animals, or ne~essary 
machinery, in construction and in cultivation. 

It may also be stipulated, in the contract of " credito refac
cionario ", that part thereof may be used to cover fiscal obligations 
of the enterprise of the debtor or the property which he uses in the 
same, at the ti.me of making the contract, and that part thereof 
may be used to pay the debts incurred by the debtor in expensef 
of exploitation or for the purchase of personal or real property! 
or in the execution of the works previously mentioned, provided 
that the acts or operations from which such debts arise took place 
within the year prior to the date of the contract. 

These credits are secured by the property in which invested, and 
the produce of the enterprise benefited. The corresponding contract 
must set out: (1) Object of the enterprise, duration and manner of 
disposing of the credit; and (2) the security and terms and con
ditions of the contract. They must be drawn as public instruments, 
or as private documents before two witnesses if the amount is less 
than 5,000 pesos, and must be registered in the mortgage registry 
of the place where the realty given as security thereof is locflted, or 
in the mercantile registry if no realty is involved; unless such reg
istration is made they do not affect third persons. The law em
powers the creditor to see to it that the credi~ is used as stipulated, 
and to recover the produce pledged from third persons who knew 
or should have known of the outstanding credit.8

• 

TRUSTS (" FIDEICOMISO ") 

A natural or juridical person having the capacity necessary to en
cumber property in the manner effected by a trust, may give prop
erty in trust to a credit institution authorized to act as trustee, for 

""Arts. 311-310 . 
.. Arts. 317-3211. 
u Arts. 321-333. 
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tho benefit of a. desiO'nated person or object. The trust may not last 
lonfl'cr than the live~ of persons livinr or conceived at the death of 
the "'settlor of the trust, or 30 years wnenever the "cestui qu~" trust 
(beneficiary) is a juridical person not a charitable or pu~hc ord~r 
institution. A trust may be created by will or "inter VIVos"; 1t 
must be evidenced in writing with the formalities required for the 
conveyance of the property c~mst_ituting. the ".res" of t?e tru~t ... It 
is exhnO'uished by: (1) Reahzabon of Its obJect; (2) ImJ?OSSibihty 
of obje~t; (3) impossibility .of l?er!ormanc~ of its c~mdition .Pr~
cedent, or failure to perform It withm the stipulated time or Withm 
20 years after creation of trust; (4) performance of condition sub
sequent; (5) express stipulation between settlor and "cestui"; (6) 
revocation, if settlor reserved such power to himself; (7) impos
sibility of substitution of trustee. Any trust created in favor of 
th!l trustee (" fiduciario ") is null and void.85 

BAILMENTS 

A contract whereby a party known as the "bailee" agrees to receive 
from another, the bailor, personal or real propertl and to keep it 
tmtil the latter demands xt, is a bailment ("deposito"). It may 
be commercial, such as deposits of money and documents with banks 
and goods in bonded warehouses, civil, or judicial. 

The deposit of national or foreign currency may be made in banks, 
payable at sight, within a certain time or upon previous notice. 
Title to the money passes to the bank, which must return the amount 
in the same currency; if the deposit is made in a box, bag, or sealed 
envelop, the title thereof is not transferred. Currency deposits 
payable at sight are understood to be made in checking accounts, 
unless the contrary is stipulated. Deposits made :'1 the name of two 
or more persons may be paid to any one of them c,r according to his 
order, unless otherwise stipulated. Whenever interest is payable on 
deposits, it accrues from the working day following the deposits 
until the working day preceding the date of payment, in the absence 
of provision to the contrary (arts. 267-275). Provision is made 
also for the bank deposit of securities (arts. 276-279). 

'Vhenever deposits of merchandise are made in general ware
houses, these must return the same property in the condition in 
which it was received. If the property deteriorates without the 
fault of the warehouse to the extent that security or health is af
fected, it may be sold upon intervention of broker or upon authoriza
tion of health offices. The receipts of the sale will be applied to 
defray fiscal charges, storage fees, pledge bonds, if any, the remain
der being kept for the holder of the certificate of deposit. 

Warehouses may accept deposits of goods designated by class 
(" bienes genericamente designados ") under agreement to return 
other goods of the same kind and quality; in this case the depositary 
may disJ?ose of the goods and will bear all losses because of alteration 
-or detenoration except natural diminution, the amount of which is 
expressly determined in the certificate of deposit. Merchandise 
must be insured against fire to the extent of the market price on the 
date of deposit. 

• Arts. 346-359. 
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Goods deposited subject to payment of import duties may uot b~ 
withdrawn except upon legal proof to the warehouse of such pay
ments. The duration of the deposit may be stipulated between the 
parties except when the goods are subject to pap1ent of taxes or 
other fiscal charges, in which case the Treasury w1ll fix the duration, 
which will be 2 years if no period of time is specially desi!!Dated. 

Goods in a warehouse, the receipts of their sale, or a~ount of 
inden;mity in case of loss, may not be recovered, attached, nor made 
subject to any other claim, if certificates of deposit have been issued, 
unless the latter are included. This may be done by order of court 
in cases of bankruptcy, testimentary, or intestacy proceedings of the 
holder of the certificate of deposit or bond, and in case of theft, 
loss, destruction, mutilation, or gross deterioration of the corres-
ponding certificate of deposit or bond (arts. 280-287). · 

Civil bailments may be gratuitous or for a consideration. The 
bailee must preserve the property and will be liable if it is dam
aged, lost, or injured through hiS malice or negligence. He mav 
not retain it until the expenses of the bailment are paid, but lie 
may demand the judicial retention thereof until such payment is 
made. ·Innkeepers, according to the Civil Code of 1932, are liable 
for the property brought into their establishment with their consent 
or that 0;£ their agents, unless they prove that the loss is due to acts of 
the owners, their companions, or servants, force majeure, or inherent 
defect. This liability is limited to 250 pesos and may not be waived 
or obviated. But he is not liable for money, securities, or objects 
of greater value if not placed in his care.88 

Judicial deposits (" secuestro ") may be conventional or by court 
order, and concern property in litigation; the former lasts until the 
suit terminates or all the parties otherwise provide. 

STAMP TAX 

Upon the declared value of things deposited, or amount, if money 
is deposited, a tax of 50 centavos per 100 pesos or fraction thereof 
if the contract is evidenced by public instrument, and 1 centavo 
per 10 pesos or fraction thereof if otherwise evidenced. If no value 
can be fixed a 5-peso tax is imposed upon the contract if evidenced 
by public instrument, and 1 peso if otherwise evidenced. Deposits 
in public offices and in credit institutions are not subject to the tax. 

PLEDGES"' 

The pledge is a contract whereby a lien is granted on tmnsferable 
personal property to !'lecure the performance of an obligation or its 
preferred payment. The property must be delivered to the creditor. 
Pledges may be constituted in commerce by: (1) Delivery to creditor 
of property of" bearer" instruments; {2) endorsement of nominative 
instruments to creditor orjand annotation of this act if necessary; 
(3) by the delivery to the creditor of the title or document in which 
the credit is set forth when title or: credit object of the pledge are 
not negotiable, with inscription of the encumbrance in the registry 
of the title or with notification made to the debtor, with regard to 

ie Civil Code, 1932, arts. 2516-2546: Civil Code, 1884, arts. 2545-2593. 
111 Civil Code, 1932, arts. 2856-!!892; Civil Code. 1884. arta. 1773-18VII. 
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titles or creJ.its concerning which such recordation is or is not 
requireJ.; (4) deposit of property; (5) deposit in places whose keys 
are kept by creditor, even though owned by or in the establishment 
of debtor; ( 6) by the inscription of equipment_, operating, o~ fina~c
in.., credit; (7) delivery or enJ.orsement of the mstrument eVIdencing 
m~rchanchse object of the pleJ.ge, or the issuance or endorsement of 
a pledge bonJ.; (8) compliance with prerequisites of the general 
law of credit institutions in the case of book credits. If the pledged 
property fails to covt•r the amount of the debt plus 20 percent, and 
when the principal obligation matures, the creditor mH request its 
sale of the proper court (arts. 334-345). 

When the mercantile pledge consists of fungible goods or instru
ments, it may be stipulated that ownership be transferred to the 
creditor, who shall be obliged, in the respective case, to restore to 
the debtor a like amount of other property or instruments of the 
same kinJ.. Such agreement must be in writinO', 'Vhen money is 
pledged its ownership is presumed transferred, unless otherwise 
agreed.88 The pledged property may be retained by the owner 
thereof. Under the Civil Code of 1932 such retention does not bind 
third parties unless recorded in the public registry; 89 but in most 
of the States, in the case of civil pledges, the transfer of the pledged 
property to the creditor is essential to their effectiveness. 

The contract must be evidenced in writing. Under the Civil 
Code of 1932 it will not bind third parties unless its date is made 
certain by registration, public document, or other authentic manner. 
In most of the States it must be evidenced by puhlic document if 
the amount of the obligation exceeds 500 pesos. The registration 
of the contract in the public registry, whenever possible, is advisable 
in order to enable interested parties readily to prove the existence 
and nature of the obligation and to hold third parties. 

Ungathered produce, credit instruments, securities, bearer or nomi
native documents, and property belonging to another, with his con
sent, may be pledged. But the debtor of a credit that is pledged 
must be notified of the pledge contract. 

The creditor who accepts a pledge has the right to: '(1) Be paid 
with the price of the pledge; (2) recover it a{?ainst anyone who 
dispossesses him ; ( 3) be paid expenses incurred in rreserving it; 
and (4) demand another or payment of the debt i it is lost or 
deteriorates. He must preserve it, being liable for its damage due 
to his fault or negligence, and must return it when the debt, interestt 
and conservation costs are paid. If the debt is not paid in timet 
the creditor may demand the auction sale of the fledge which will 
be adjudicated to him for two-thirds of the lega bid if it cannot 
be sold. This sale may be avoided by agreement between the parties 
made at the maturity of the obligatiOn, in the Federal District and 
territories. In most of the States the creditor may not keep the 
pledge; it ~ust be !'old judicially, extra-judicially, or must be adju
clicated to htm. If the sale does not cover the amount of the princi
pal obligation the creditor may sue the debtor for the difference. 
The pledge lapses whenever the principal obligation is extinguished. 

10 Negotlnble Instruments Law ot Aug. 26, 1932, arts. 334--3411. 
10 Art. 28J9. 



V.AGENCY 
GE...'I"ERAL CONSIDERATIONS 

The distinction between civil and commercial acts is to be found 
also in the agency relationship under Mexican law. \Vhenever 
authority is given to a person to act in behalf of another in com
mercial transactions a "comisi6n mercantil" (commission a()'encv)• 
is created. The principal is designated as the " comitente ,p (con
signor) and the agent as the " comisionista " (consignee). Their ' 
rights and obligations are defined in detail in the Code of Commerce 
which also regulates the activities of other commercial agents such 
as brokers, managers, and clerks. The civil agency is known as 
"mandato." Extensive provisions are embodied in civil codes con-. 
cerning this contract, which rules are basic and are applicable even 
to the commercial agency insofar as the Code of Commerce is silent. 

CO.l\ll\IISSION AGE~CY 

The commission agent is a person who may transact commercial 
acts in his own or his principal's name. In the latter case, he be
comes a simple agent and his rights and obligations are gonrned by 
general civil law. When acting in his own name he assumes a direct 
liability to the customer who is liable to him only and who has no 
direct action against the principal. The latter has no direct right 
of action against the third parties, but he may stipulate the assi~n
ment to him of the" comisionista's" rights against the persons with 
whom he deals. In order to avoid possible difficulties the consignor 
should instruut the consignee specifically in whose name he is to act"f 
If business policies require that the agent contract in his own namet 
he should be advised not to act otherwise, and to send to the prino~ 
cipal for acceptance or rejection any contract drawn in his own 
name. The principal should also specifically resene in himself in 
this case the right to terminate the agency upon any attempt by 
the consignee to contract in the principal's name. 

The agent's authority to act need not be written1 but it must be 
ratified in writing before the transaction is termmated. In any. 
event it is preferable to outline the. extent and limitations of thd 
powers of the "comisionista" if only by correspondence. If he 
is registered in the commercial registrv the power under which he 
acts may ~e r~c01·ded _therein, provid~d the importa~ce of ~he busi1 
ness pernnts It and Its nature reqmres or makes It adnsable t~ 
give notice to third persons.1 

ACCEPTA."lCE OF COMMISSION 

The mercantile commission, like any other contract, becom_es bi_nd~ 
ing upon offer and acceptance, which may be expressed or 1mphed. 
The performance of any act in furtherance of the commission con~ 

• Code of Commerce, arts. 283, 284, 274, 21. 
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E>titutes an implied acceptance and the" comisioni~ta." must continue 
it until concluded. Should he refuse the comnusswn, he must so 
advise the principal immediately or by the next mail, and must take 
t.he measures necessary to preserve the goods remitted to him, until 
another aooent is obtamed. 'fo this effect he may sell the merchan
dise thro~ooh two brokers or merchants who certify its amount, 
quality, and value if the principal fails to appoint another agent 
upon receipt of notice of refusal. Such sale may be made also when
ever the value of the consigned merchandise does not cover the 
expense which he must undertake for its transportation and receipt.3 

DUTIES OF "COMISIONISTA,. 

'fhe "comisionista" must discharge the commission intrusted to 
him, personally, unless he has been authorized to dele~ate it. But 
he may engage clerks on his own responsibility in subsidiary opera
tions which, according to custom, are confided to them. He must 
comply strictly with the instructions given unless an unforeseen 
accident, accordin~ to his jud~ent, prejudices the execution of 
the instmctions; m this case ne may suspend performance nnd 
advise the principal accordingly, by the most rapid means. 

The "comisiomsta" must consult his principal with regard to 
matters not foreseen and not expressly provided, whenever the na
ture of the business permits it. If it is not possible to do so, or if 
the " comisionista " has been authorized to exercise his own discre
tion, he must net prudently, caring .for the business as though it were 
his own. He must also notify the principal of the facts and circum
stances which may induce him to revoke or modify the commission. 
Like notice of its execution must be given without delay. 

'fhe " comisionista " who must remit goods to other places must 
contract for the transportation, fulfillin~ the obligations of a carrier. 
When entrusted with the forwarding ot goods he must insure them, 
if he has orders to do so and the necessary funds have been provided 
or if he has agreed to advance them. 

:A. complete and just account in accordance with his books must 
be rendered after execution of the commission and the balance of 
what has been received must be returned by the "comisionista" to 
his principal. In case of delay, he must pay interest. 

'fhe "comisionista" may not: (1) Buy for himself or for another 
that which he has been commissioned to sell, nor may he sell that 
which he has been ordered to buy, except with the consent of his prin
cipal; (2) alter the marks on· the goods bought or sold for the ac
count of another; (3) have goods of the same kind belonging to dif
ferent owners under one mark, without distinguishing them by a 
countermark which indicates the property of each principal; ( 4) 
loan or sell on credit or on installment, without authority. In such 
cases, the principal may demand cash :payment of him, leaving in his 
favor any interest or advantage resultmg from the credit payable in 
installments. If, acting upon authority, the" comisionista" sells on 
credit, he must notify the principal of it, as well as the names of 
the buyers; if he doeil not, the sales are understood to have been made 
for cash.• 

I Code of Cnmmerce, arts. 275, 276. 279. 
1 Code of Commerce, arts. 280, 286, 288, 287, 200. 206--302 
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PROVISION OF FUNDS 

Whenever a commission requires provision of funds, the " comi
sionista " is not required to execute It until the funds are received; 
if those sent are consumed, performance may be suspended. If the 
" comisionista " promised to advance the funds, he must furnish them 
e~cept in case of suspension of payments or bankruptcy of the prin
eipal.' 

LIABILITY OF "COMISIONISTA" 

Failure to give notice of refusal or failure to perform subjects the 
"com.isionista" to liability for the resulting damages. He is an
swerable for the loss or damage suffered by the principal in trans
actions effected in breach or in ex~ess of the authority conferred. In 
such cases the principal has the option of ratifying them or leaving 
them to the account of the agent. 

Nonobservance of the law and regulations governing the business 
-entrusted to hiin renders the " comisionista " liable for the conse-
-quences; if he acted on orders of his .Principal/ both are liable. 

The loss of money which the " com1sionista ' has in his possession 
by reason of his commission must be borne by him. It must be borne 
by the principal whenever the agent observes all instructions in re
turning surplus funds. If the agent invests the funds received to 
discharge the commission in a different manner, he is liable crimi
nally and for the loss and damages resulting and must pay them 
back with legal interest from the day he received them. 

The "comisionista" is liable for the merchandise received, in ac
cordance with the terms, conditions, and qualifications of the remit
tance, unless on taking charge thereof he records by certification 
-of two brokers or two merchants the damages or deterioration in the 
goods. He is liable for their conservation in the condition in which 
he received them, unless their destruction or damage was caused by 
fortuitous event, force majeure, passing of time, or inherent defect 
in the things. In the last two cases, the " comisionista " must/rove 
.by certificate of two brokers or two merchants the loss suffere , and 
must notify the principal as soon as he discovers it. 
If collections are not made on time or if legal means to obtain 

payment are not used, the " com.isionista " is liable for the damages 
-caused by his omission or delay.C1 

• 

FEES OF " COMISIONISTA" 

Unless otherwise stipulated the "com.isionista '' is entitled to re
muneration for his services. 'Vhenever the amount thereof is not 
agreed upon by the parties the commission fees will be determined 
by the custom of the place where the commission was performed.: 
The principal must also pay in cash to the commission agent, upon 
receipt of a proJ?er account, the expenses incurred and disbursements 
made by him with commercial interest from the day on which theY. 
were made. ' 

The merchandise actually or virtually in the possession ?f the 
"'' comisionista " is considered specially and preferentially subJect to 

• Code of Commerce, arts. 281 and 282. 
• Code of Commerce, arts. 278, 289, 291, 803, 295. 
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the paynwnt of thP commission fees, advances, and expens~s made by 
the commi~sion on their account and he may not be dispossessed 
therpof until he is paid. 0 

TERMINATION OF THE AGENCY 

.A commission may be revoked at any time by the principal, but 
he is liable for the trammctions already performed. Such revo
cation is not f'ffective against third persons who contract with the 
"comisionista ", unless thev know of it. The death or incapacity 
of the '' comisionista " terminates the agency; it continues after 
the death or incapacity of the principal unless his legal represen
tatives revoke it. The commission may end with the conclusion 
of the transaction for which it was given, py the expiration of time, 
·or revocation by the agent.7 

EFFECTIVENESS OF DOING BUSINESS THROUGH " COMISIONISTAS" 

"Selling or shipping on consignment", that is, operating in Mex
ico through commission merchants (" comisionistas ") has been a 
common practice. It is usual also to disguise outright sales to Mex
ican importers as consignments, in order to derive the credit 
protection afforded by the' consignment arrangement. 

The true eonsignment, one made to a "comisionista. " who acts 
in his own name for a commission fee, often permits the exporter 
to develop the Mexican market at less expense than that incurred 
in setting up and maintaining an a(J'ency or branch. Generally, 
the " comisionista" has his own establishment where he may store 
the merchandise consigned to him. He defrays the expenses out 
of his own pocket, and in many instances conducts his own adver
tising campaign at no charge to the consignor. The merchandise, 
while in his possession, is not subject to attachment by his creditors, 
nor will it form part of the mass of the estate should he be thrown 
into bankruptcy.8 If the agent unlawfully disposes of it, it may be 
recovered by the principal even from innocent third persons.9 How
ever, in actual practice it is difficult to obtain this protection because 
of the dangers and expense involved ·in litigation, the tendency 
to. prolong it, and the technical pitfalls in procedure which may 
anse. 

Although the unlawful disposal of merchandise or funds render 
the "comisionista" liable criminally and civilly, the exporter may 
not find it an easy matter to bring him to task. It is, therefore1 of 
the utmost importance and, in the final analysis, the principal 
assurance of success that great care be exercised in selecting the 
commission merchant. The "comisionista's" financial standing and 
reputation for honesty and diligence should be scrutinized with care 
in all cases. 

Frequent use has been made of consignment transactions in deal
ings with Mexican merchants who are not, normally, commission 
agents. Every precaution should be taken in order to establish the 

• Code or Commerce, arts. 30+-306. 
T Cod~ or Comm~r~ ... arts. 3117, aos; Civil Code, 1932. art. 2:>95. 
1 Code or Commerce, arts. 998-!199. 
1 Civil Code, 1932, art. 2270; Civil Code, 1884, art. 2831. 
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commission agency clearly, even to the extent that the correspondence 
between parties may not indicate anything to the contrary. The 
difficulty lies in the fact that unless the consignment can be estab
lished the transaction will be construed as a sale, and in such case 
the exporter loses his preferred rights over the merchandise. If after 
a shipment" on consignment" the exporter sends a draft to the con
signee (" comisionista ") for acceptance, the transaction may be 
regarded as a sale. The same danger exists where collateral security 
is required of the consignee against consignment shipments. 

Two methods in shipping on consignment are suggested by per
sons conversant with the Mexican market. One is to consign the 
merchandise to the order of a bank in Mexico, which clears the goods 
through the customs and reimburses itself for all charges from one 
of the contracting parties. It then consi~ns it to the agent, who 
executes a consignment contract with the oank. In the other, the 
bank stores the merchandise and releases it to the "comisionista n 
upon his acceptance of drafts; the latter is placed under obligation 
to sell the goods within a specified period and deposit with the bank,. 
as collateral, the paper of his customers, properly endorsed. In 
order to guard against the possibility of extension of- credit to 
irresponsible buyers or against fraud under this plan, it is advisable 
that the exporter-consignor approve the credit risk in every sale by 
the consignee. This method is used especially in cases where the 
consignor sells on credit merchandise of costly nature, such as 
machinery. 

Other difficulties which are common in cases of consignment are 
the following: (1) The consignee, if he also is selling goods which 
he purchases on his own account, is likely tO push the sale of that 
merchandise first and to give secondary consideration to consigned 
goods; (2) the consignor must bear the risk of loss of tl1e consigned 
goods (thiS may be lessened through insurance); (3) the consignor 
must bear the credit and market risk; (4) in consignment transac
tions, it frequently becomes necessary to conduct lengthy corre
spondence between parties and also to keep somewhat complicated 
accounts-all of which necessarily is expensive. 

G&.~ERAL RULES OF AGEXCY 

The " mandata " is a contract by which a person binds himself to 
perform an act or acts in the name of another. It becomes binding 
upon acceptance, which may be expres..<:ed or implied from the per
forming of acts under the power. 

KINDS Al\"D SCOPE OF "HAJ.'DA.TOS,. 

The "m!lnd,!lto "may be general or special. It is general whenever 
the agent IS gtven power to act in all the operations of the principal,_ 
and special ~hen the powers are limited to the performance of certain 
and determmed acts: Heretofore, it had been difficult to determine 
ho'Y fa~ an agent nnght act un~er .a gene~al power, since the theory 
of unplied powers does not obtam m Me:nco. In the preparation of 
the instrument evidencing the agency (the power of attorney) 
lawyers therefore ha.d been forced t~ make lengthy recitals of th~ 
powers granted, to circumvent the difficulty, but their extreme care-
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was not sufficient in many instances to foresee every conceivable 
power needed by the agent, who would often find himself thereafter 
with insufficient power to act. This is &till the state of the law in the 
various Mexican States where a ~eneral power only implies acts of 
administration and special power IS necessary to convey, mortgage\ or 
perform any other act indicative of ownership (" dominio "J.10 

Under the Civil Code of 1932, however, this rigidity in the law has 
been avoided by providing three kinds of general powers, namely, to 
litigate and collect, to administer, and to exercise acts of ownership. 
Since all the powers necessary to carry out the purposes of the princi
pal are implied under each one of these agencies, it therefore follows 
that by observing the statute strictly, the preparation and use of the 
corresponding i~strumen~ has b_een made an .easier task in this r~gard. 

·In order to avoid a possible mxsunderstandmg the exact wordmg of 
the statute is translated as follows: 

ART. 2G54. In all general powers of attorney to litigate and to collect, it will 
be sufficient to state that they are granted with all the general powers and the 
Hpedal one which the law requires to be set forth by separate clause, in order 
that It be understood thut they are granted without limitation. 

In all general powers of attorney to administer property, it will be sufficient to 
state that they are granted for that purpose In order that the agents may enjoy 
1111 powers of administration. 

In all general powers to exercise acts of ownership (" actos de domlnio "), 1t 
will be sufficient to state that they are granted for that purpose in order that 
the agents enjoy all the powers which the owners thereof enjoy, both as regards 
the property and as regards every act necessary to protect it. 

Whenever it is desired to limit the powers of the agents In the three cases 
provided for above, the limitations must be set forth or special power granted. 

The notaries public will Insert this article in the "testimonios" which they 
IJrepare. 

OBLIGATIONS OP AGENTS 

The agent must always act in accordance with instructions and 
never contrary to them. If he exceeds his powers or acts contrary 
to the authority granted, he is liable for the damages caused both to 

· innocent third persons and to the principal, who may ratify the acts 
performed or obligations incurred in his behalf. If unforeseen cir
cumstances prejudice performance the agent may stop his carrying 
out of instructions and advise the principal immediately. He must 
consult the latter, whenever the nature of the business so permits, 
with regard to those matters not covered by the powers, but if this 
is not possible or if he has been permitted to exercise his discretion, 
he must act as prudently as if the transaction were his own. 

The agent must render accounts of his performance to his princi
p.al, and return to him everything that he has received in the exercise 
<•f the agency, even though it was not owed to the principal. Inter
est mu:;t be paid on money of the agency, but invested by the agent to 
his own use and profit. . . 

An agency may be delegated to third persons if expressly so pro
vided by the pnncipal. If no one is designated as substitute the 
agent may appoint any one, but he is liable if the substitute is of 
ill-rrpute ("de mala fe ") or notoriously insolvent. The substi
tute, as regards the principal, has the same rights and obligations 
as the agent.11 

10 Civil Code, 1 '>84. ort•. 2:159-2:171. 
"Civil Code, lll:J2, arts. 2;:i62-!l;;il.l; Civil Code, 1884, arts. 23i2-2377. 
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OBLIGATIONS OF THE PRINCIPAL 

The principal must pay the expenses and damages incurred in the 
performance of_ the agency as well as th~ fees stipulated, the a_gent 
having a lien right over the property obJect of the agency unhl he 
is paid in full. In addition, the principal must advance to his agent 
the amounts necessary to carry out his instructions. If there· are 
several principals all jointly and severally liable in this manner, if 
one pays the agent in full, he may seek reimbursement from all the 
others. 

As regards third persons, the principal is bound by the acts of the 
agent acting within the scope of his authority and may enforce per
formance of the obligations incurred by the third parties. The 
agent, ·on the other hand, does not enjoy this right unless it has been 

·expressly granted. 
· The theory of implied authority ·prevalent in the United States, 
by which the principal is bound by the acts of the agent, don~ under 
powers deemed incidental or .appurtenant to others expressly 
granted, or incidental to the business of the particular principal as 
he actually conducts it, is greatly limited in the various :Mexican 
States. Neither is the principal liable in :Mexico when by his con
duct he has held another person as his agent. The law is rigid; no 
authority will be implied, except as otherwise previously stated, the 
agent alone being liable to third persons. The principal assumes 
no obligations in such transactions unless he ratifies the acts of the 
person purporting to act for him, but he must oppose the unauthor
ized performance as soon as he has knowledge of it, under penalty 
of being considered as having consented thereto-an implied rati
fication which makes him liable for the unauthorized acts.12 The 
doctrine of implied powers has been shown to be recognized by arti-
cle 2554 of the Civil Code of 19.32. . 

LIABILITY OF PRINCIPAL FOR DAMAGES 

·Juristic persons (corporations, partnerships, and other associa
tions) are liable for the damages caused by their agents in the exer
cise of their functions. The same liability is imposed on artisans, 
masters, and owners of mercantile establishments as regards their 
laborers, employees, and clerks. It ceases upon proof, as regards 
artisans, that they exercised due vigilance over their laborers and in 
spite of this they were not able to prevent the occurrence and, as 
regar?s masters _and owners, upon proof ~hat they were not at fault 
or guilty of negligence. Hotel and boarding-house keepers are liable 
for the damage caused by their servants in the dischar(J'e of their 
duties. The principal who pays the dama~es caused by ohis agents 
may sue them for reimbursement. The liabilities defined in this 
paragraph are imposed by the Civil Code of 1932. It varies from 
the Civil Code of 1884. 

THE AGENCY FOR LITIGATION 

In all actions at law in Mexico, any one of the litigants may 
appear personally or by duly empowered agent. In the latter case. 
a general power to litigate is sufficient under the Civil Code of 1932 

u Civil Code, 1884, arts. 2416-2433. 
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unless the grant of certain powers only is desired, in which ~ase 
these must be specifically mentioned.13 In the various States special 
power is needed to desist from prosecuting suits, to compromise, to 
submit to arbitration, to make declarations under oath and to pro
pound interrogatories, to make assignments of goods, to challenge 
the competency, jurisdiction, and actions of judges, to receive pay
ments, and for such other acts as can only be done upon the grant of 
express authority according to law.H 

Persons lacking civil capacity, such as minors, mental incompe
tents, etc., all judicial officials, and treasury employees, may not act 
as judicial agents. Those who lawfully may and do accept such 
powers must continue the litigation in all its proceedings while the 
agency is not terminated; he must pay the costs of his activities, but 
E'lnjoys the right to seek reimbursement from his principal; and he 
must do everything necessary to protect his principal and to that 
effect must follow instructions, but if he has not received them, he 
must do whatever the nature and. kind of the litigation demand. 
Having accepted power to act for a litigant, the judicial agent may 
never act for the adversary, even though he resigned his first agency, 
nor may he ever divulge the secrets or data, nor deliver documents 
of his principal to the adversary under penalty of payment of the 
damages caused and criminal prosecution. He may never abandon 
the agency without placing someone else in charge if so authorized, 
or, if not so authorized, without notifying the principal. The 
first agent may revoke the powers of his substitute if so authorized; 
the doing of any act in the litigation by him amounts to such re
vocation.15 The acts of the agent performed in excess of his author
ity may be ratified by the principal. 

It is possible, in actions at law in the Federal District and Terri
tories and in the Federal courts, for anyone to act in behalf of 
another without authority, but to do so he must furnish bond to 
guarantee ratification, to answer for the judgment rendered, and 
to indemnify damages suffered and expenses incurred.18 

TERMINATION OF AGENCIES" 

The "mandato" is terminated by revocation by the principal, 
resignation of the agent, death or interdiction of either of these 
parties, expiration of the time fixed or termination of the business 
for which the powers were granted, and whenever the absent prin
('ipal has disappeared and has not been heard from during 3 years 
in the Federal District and Territories or 10 years in the various 
States. The judicial agency may be terminated by any of these 
causes, but in addition it is extinguished by the withdrawal of the 
principal from the suit, the principal's lack of "personality", i.e., 
his lack of capacity to appear, his conveyance of his rights in the 
case in action to another, his doing of any act in the litigation, or his 
appointment of another agent in the same action or proceeding. 

"SN! art. 2554 quoted on p. 51. 
"Civil Code, 1884, art. 2387. 
11 Civil Code, 1932, arts. 2585-2594: Civil Code, 1884, arts. 2382-2396. 
10 Code of Civil Proc<>dure tor Federal District and Territories, art. 51; Federal Code of 

Civil Procedure, art. 12. . 
17 Civil Code, 1932, arts. 2595-2604 and 2592; Civil Code, 1884, arts. 2397-2405 nnd 

2393. 
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BeT"ocation or resignation may not be made at any time, whenever 
its creation was stipulated as a condition in a contract or as a means 
of performing an obligatio~ This _rule, the Mexican eq~valent of 
the a()'encv coupled with an mterest m the laws of the Umted States, 
is e:ff~tive only in the Federal District and Territories; in the States 
the revocation may be made at any time unless otherwise_ stipulated. 
The appointment of another agent for the same transaction revokes 
the first agency from the date the second one is communicated to the 
first a~t. Notice of revocation must be giT"en to the agent and the 
third };ersons with whom_ he deals; . otherwise, the principal is_ lia~le 
to the latter if they acted m good faith. But 1n the Federal District, 
the principal is not so bound unless he failed to notify determined 
third- parties with whom the agent was specially instructed to 
negotiate. 

Heirs of the principal m11:>-t communicate his death to the agent, 
who thereafter may continue in the exercise of the agency until other
wise provided if his failure to do so will cause some prejudice. In 
this case he may demand the court ro assign a short term to the heirs 
to take ·care of their business themselT"es. 

The principal must request the return of the instrument or writ
ing, setting forth the "mandaro " and all documents concerning the 
transaction intrusted to the agent. 

FORH 

The creation of an agency may be evidenced orally, or in writing. 
In the latter case, the instrument setting forth the _powers of the 
agent is generally kno~ as the power of attorney. In most of the 
States, powers of attorney must be in the form of a public instrument 
when a general power is granted, when the amount involved exceeds 

. 1,000 pesos, and when the agent is authorized to perform some act 
which must be evidenced by public instrument. Under the Civil 
Code of 1932 the power of attorney must be evidenced by public 
instrument or by a printe document signed by the grantor and two 
witnesses, whose signatures are authenticated by notary public, judge 
of first instance, justice of the peace, minor judge (" jueces men
ores "), or the corresponding administratiT"e official (when powers in 
administrative matters are granted) wheneYer a general power is 
granted, or the amount involved is 5,000 peso.; or over, or when 
the agent is to perform an act which must be set forth in a public 
instrument. Whenever the amount inYolved exceeds 200 pesos but 
~oes not ~ach 5,000 pesos, a simple_ letter power without authentica
tion of Signature may be used, while under the Civil Code of 18S! 
the powers may appear from a printe document si!!lled by the 
grantor, or by another at his request and two witnesses ;henewr the 
amount involved exceeds 200 but does not reach l.Ooo pesos. It 
may be granted orally wheneT"er the amount inT"olved does not exceed 
200 pesos, but under the Civil Code of 1932 it must be ratified in writ
ing be~ore. ~e transaction for which it was ~anted is terminated.1 • 

The JUdiCial power of attorney under the Ciru Code of 1932 must 
be in ~e form of a public instrument or in a writing presented to 
and ratified by the grantor before the judge in charge; in most of 

• Ciril Code. 1932, art.&. 2552 aDd 2355 ; Ci,ril Code, 1884. art& 2345-2M6 and 2352. 



AGEYCY 55 

the States and in the Federal courts the latter method is permitted 
only when the amount involved does not exceed 1,000 pesos.19 

Although it is a recognized principle of .Mexican law that the form 
and solemnities of acts and contracts are governed by the law of 
the ~;>lace of execution,Z0 nevertheless, the practice as regards the prep
aration of powers of attorney has been to conform as much as pos
sible to the form prescribed by the law of the place where they are 
to be used. It is asserted' that this is essential whenever a public 
instrument is prescribed because in such cases the requirement ceases 
to be one of form and becomes an essential condition to the existence 
of the arrent's power. The requisit~ of a public instrument affects 
the validity of the act itself; hence it is governed, in that respect, 
by the law of the place where the agent is to exercise his powers. 21 

·what is known in .Mexico as a public instrument is almost entirely 
unknown in the United States. It is therefore advisable to follow 
the rules laid down by llexican notarial law in drawing powers of 
~ttorney. In the Federal District and territories these rules, briefly, 
require that the instrument: 

1. Be drawn in Spanish, without abbreviations, erasures, correc
tions, or blank spaces. 

2. Set forth the date when and place where drawn, full name 
of notary public authorizing it, and the full name, age, marital 
status, nationality, profession or trade, domicile, and address of the 
contracting parties and witnesses. 

3. State that the notary public certifies that he knows the parties 
and that they have legal capacity to contract or that he has ascer
tained this from two witnesses. 

4. Contain the recital of the contractual clauses; in this case the 
powers granted and the agent's acceptance. 

5. Express the notary's certification that the instrument was read 
to the parties and witnesses and that its value and legal conse
quences were explained to them. The party who does not know 
Spanish may have an interpreter who will give assurance that he 
will faithfully discharge his duty. 

6. Set forth at the end the words crossed out or interlineated, 
with indication of their number. It must be stated, as regards 
the first ones, that they have no force and effect, and as to the 
second ones, that they are valid and effective. . 

7. Be closed with the signature of the parties, witnesses, inter
preters, and notary public and his seal.22 

The requirements just indicated do not vary substantially in the 
States; therefore, it will be sufficient to follow these rules when 
preparing public instruments abroad for use in .Mexico. .Mention 
might be made of stamp-tax regulations which require that whenever 
a document is subject to the tax at a rate ~;>er leaf, the paue may not 
exceed 35 centimeters in length by 24 in Width and conta~ not more 
than 80 lines on both faces of each leaf. 

Powers of attorney may be, and generall:y are, drawn before a 
notary public, at the place where the contractmg parties are located. 

'"ClvU Code, 1932, art. 2586: ClvU Code, 1884, art. 2383: Federal Code of ClvU Pro-
<:eduro>. art. f. 

• Civil Code, 1932, art. U: ClvU Code, 1884, art. U. 
n T. Egqulnl Obro>goo. Latin American Comsoercial Law p. 318 
• Notarial Law, Jan. 9, 1932, art. 74. ' · 

51747-34-li 
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Whenever possible it should be drawn in Spanish in order to avoid 
its subsequent translation in Mexico. . 

Whenever powers of attorney are executed by a corporation, part
nership, or person that acts as agent of another, evidence that the 
individual executing them for the entities or in behalf of another 
had authority to bind one or the other, must appear therein. In the 
case of a corporation, the notary public states in the instrument t~t 
a certain individual, personally known to him, appeared before him 
and showed certified copies of the articles of incorporation, bylaws, 
and certificate of existence of the corporation under the laws of 
the State where the entity was organized. The notary public then 
sets·forth the pertinent clauses of the articles of incorporation and, 
bylaws, which evidence the authority granted to the official execut
ing the pc)wer of attorney in behalf of the corporation. It is also 
advisable to include in the instrument a certified copv of the perti-. 
nent portions of the minute book of the corporation of the session of 
the general meeting of shareholders at which the official in qne£.tion 
was elected to office. If the authority just referred to does not' 
clearly appear from the sources indicated above, it is proper forth~ 
notary public to set forth in the instrument a certified copy of the 
minutes of the session of the board of directors at which a resolution· 
granting the required authority was passed, provided it appears. 
from the bylaws or articles of incorporation that this board had 
power to do so. If such resolution is not proper because the board 
lacks power, the grant of authority to the official should be ap
proved by a meeting of shareholders and certified copy of the cor..!; 
respondllig resolution inserted in the power of attorney. 

A UTHE!ITICA.TIO!I' 

' After the power is drawn and signed in the manner indicat~ 
it must be authenticated prior to its transmission to Mexico. The 
f':ignature of the notary public must be certified by the clerk of the 
county within which the notary public operates or the official 
who can legally do so. The signature of the latter mu...c:t then be 
authenticated by the Mexican consul within that jurisdiction. If 
there is no Mexican consul, the signature of the official must ~ 
authenticated by the State Secretary of State, whose si!!Datnre in 
~~ mu..c:t be authentica!ed. by the Secretary of st::te of 'the 
Urut~ S~U:S· ~er . this IS done, the authentication by the 
Me:ncan M~er IS mdi.c;pensable. I~ th«: power is drawn originally 
before a Me:ncan ~ the authentication herein mentioned need 
not be made.:a The power must then be sent to the llinistrv of 
F'?r'!ign Relations in. Mexico. where the ~onature of the consUl or 
l~r must be cert!fied. If the power is to be used in one of the 
Me:ncan Stat~, the Signature of the Secretary of Foreign Relations 
must be legalized by the Secretary of Gobernacion. 

PI!OI'OCOUZAnO:.'f 

. ~en the power of. att?rney has been properly_ authenticated_ 
It IS .ready !or J?rotocohzatwn. :rro!ocolization of powers of attor
ney IS reqmred m the Federal District and Territories. It must b€ 

• ()rpDie Law of the CoDBUJu Berri~ of Oct. 23. 1923. art. 13. BUhdh1sioo :>. 
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made whenever the power is to be used in litigation in Federal 
courts.26 But in view of the fact that most cases in the ordinary 
courts may ultimately reach one of the Federal district courts if 
they are of any importance and even the Federal Supreme Court, 
it is probably a wise precaution to follow the usual practice of pro
tocohzing in Mexico powers of attorney coming from abroad. But 
it is never required where the instrument has been drawn before 
a Mexican consul. 

The Mexican notary public to whom a power of attorney draWii 
in a foreign country is brought for protocolization inserts in his 
protocol (notarial record) the minutes of protocolization ("acta 
de protocolizaci6n "). The foreign instrument, as well as the record 
of ex parte proceedings which terminates with the judicial order of 
protocolization, and also the Spanish translation (where the power 
is executed in a language other than Spanish) are physically in
~erted in an "appendix" to the protocol, being merely identified 
by the Mexican notary's flourish (' rubrica ") and seal, and a serial 
number. The text of the power of attorney when executed in 
Spanish, or the Spanish translation, when the instrument is drawn 
in a language other than Spanish, is copied from the " appendix" 
into the "testimonio ", which the protocolizing notary issues to the 
grantee of the power and which the latter uses, as evidence of his 
authority, as required by law. · 

COSTS 

No exact statement concerning the cost of preparing a. power of 
attorney for use in Mexico can be made, but the various items of 
t.>xpense that must be considered in estimating it are set forth as 
follows: 25 · 

1. Fees of attorneys and notaries public outside of Mexico who 
prepare the instrument-this varies according to the nature, impor-
tance, and technical intricacies involved. · 

2. Authentication by Mexican consul, 10 pesos. 
3. Authentication of signature of consul by the Ministry of Foreign 

Relations, 11 pesos. 
4. If the power is to be used in one of the Mexican States, the 

signature of the Assistant Secretary of Foreign Relations must be 
authenticated by the Secretary of Gobernacion, for which a charue 
of 50 centavos in stamps is made. "' 

5. Translation. varies according to number of paues. 
6. Notarial fees for min~tes of protocolization! 1S pesos for gen

t.>ral and 20 pesos for special powers. The Mexican notary public 
also charges for the examination of documents submitted for pro
tocolization, for the labor of writing out his protocolization for 
his reports to the stamp-tax office, and for the authentication of the 
"testimonio." 

1. ~tamps of 1 pe~o must be. affixed to each ~eaf of the protocol 
wherem the power Is protocohzed. The " testimonio " must bear 
!itamps also of 1 peso per leaf. 

an~ ~~h~rtul Low, ante, arts. 76 and 77; Fl'derai Code ot Civil Procl'dure, arts. 11 

""JSotarial &chl'dule ot fees ot Aug. 23, 1931, art. 7; stamp tas law 1932 • Federal 
revenue law, 1933. ' ' 
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8. Stamp tax on the instrUJ}lents of power: s 
(1) Those granted by public document. 

If they are of special power, 2 pesos. 
If they are of general power, 5 pesos. . . 

(2) Those granted iJl, private document wh1ch must be ratified 
before some public official, 5 pesos. . . 

(3) Juridical powers which must be ratified before the JUdge 
in the case: 
· If the amount involved does not exceed 200 pesos, 1 peso. 

If the amount involved exceeds 200 but not 1,000 pesos, 3 
pesos. 

If the amount involved exceeds 1,000 pesos, 10 pesos. 
(4) Those granted by letter-power without ratification of sig

nature regardless of the amount involved and the nature of 
the po~er, even though it may be a juridical one, 10 centuos. 

(5) The written ratification of oral powers, between the respec
tive parties, 10 centavos. 

Exempted: - · 
The power contained in endorsements " for procuration 1'1 or 

" for collection." 
The various manners of terminating powers. 

!IANAGERS ~'liD CLERKS 

)Ianagers are agents who have been placed in charge of some 
commercial or industrial enterprise or establiShment, or ha,·e ~~n 
authorized to contract concermng all the business of the establish
ment or enterprise in the name and for the account of the owners. 
Clerks are those who constantly perform certain acts pertaining 
to the business in the name and for the account of the owner. ...-\nv 
merchant may appoint thein in the exercise of his bu.sines;; 
operations. 

· MANAGERS ('"FACTO RES •) 

lianagers must have capacity to contract and must have writt~n 
power or- authority of the person in whose behalf they act. Tlv~y 
may operate in the name of the owner or in their own name, but 
may not, without authority, e~aage or become interested in opera
tions of the same kind as those thev transact in the owner~s name. 

"When a manager contracts in his principal's name onl:r, the 
l~tter is liable to the ·other cont~acting party; both are d!rectly 
liable where the manager deals m his own name. If contracts 
made by the manager affect objects of the business entrusted to him, 
t!tey are understood to have been ~e for the account of the pnn
crpal, even though the manager did not so state. or exceeded his 
powe':S or committed an abuse o_f confidence. The principal is 
also liable for contracts made by his manager, althouah the obliaa
tion is foreign to the business, if the lat-ter acted U:der orders"' of 
the. ~ormer or t~e p~cipal ratified them expressly or through 
positive acts. Fmes mcurred by a manager for violation of laws 
in the proper exercise of his employment may be collected out of 
the principal's property. 

• Stamp tax Jaw as amended bJ' decree of lO]z 12. 1933. 
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If the principal gives the manager an intt>rest in one .or niore 
tran~ction.s he will be considered a partner as regards them and 
in relation to the principal. But .neith~r the m~na~er n~r a derk 
will be deemed to have been associated If the prmcipal gi¥es them 
an intere~t in the profits of the business, such interest being con
sidered as salary. 

The powt>rs of a manager continue until expressly re¥oked or 
until the establishment is sold. The acts and contracts executed 
by the manager will bind the manager until notice of the re¥oc!'-
tion or sale reaches the latter; such acts and contracts are Yalid 
as regards third persons so long as the reYocation has been recorded 
in the liercantile Registry and published.27 

. The power granted managers and clerks may not be delegated 
unle~ so authorized by the principals. These must indemnify the 
former for the expenses and losses incurred in the performance 
(>f their duties unless otherwise expressly prorided. The· agents in. 
fJUestion are liable to their principals for any damage caused to his 
interest by their malice, negligence, or violation of orders or in-· 
structions ree{'i ved. 

The acts p{'dormed bY clerks within the scope of their authority 
bind their principals. if authorized to sell, it is presumed they are 
authorized to collect the amounts of the sales and to giYe receipts 
therefor in the name of the principals, proYided r_etnil· sales are 
made in stores open to the public; in case of wholesale transactions, 
th{'Y must have been made for cash and the payment made in the 
store. Tranling clerks, authorized by letters or other documents 
to seek business or execute trading operations, will bind the· prin
cipal if they acted within the scope of the powers set forth in .those 
documents. The receipt of merchandise made by the clerk is under
st<>Od to han been effected by his principal. The principals also 
must k{'ep proper account of the clerks' credits and debits.28 

BROKERS 

Qt:AUFICATIONS 

Brokers are commercial agents through whose intervention com
nwrcial contracts may be proposed, adjusted, and made. The Code 
of Commerce by its articles 51 to 74 regulates in detail their pre
requisites and acti¥ities. The exercise of this profession is limited 
to liexican citizens o¥er 21 years of age, domiciled at the place of 
operations. A broker must ha¥e been in business in Mexico for o¥er 
5 years, have a mercantile education, be of good character, not a 
public employee (either ci¥il or military), be capable of exercising 
all ci¥il rights. and in the enjoyment of the free disposition of his 
property. Brokers' titles must be issued by the Go¥ernment and 
must be revalidated yearly. There are exchange brokers who deal in 
securities, negotiable paper, loans of money, and coins; merchandise 
brokers who interwne in transactions involving all kinds of uoods; 
insurance~ maritime, and transportation brokers. A bond to ~nswer 

r. Code of C"mmnN'. arts. 309-.1:?0 and 3!!3-327. 
• Cooe of (".,mm~re<!. art•. 3!!142-l. 
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for proper performance and for liabilities resulting therefroi_U mu~t 
be given and recorded in the registry of ~omm.erce to exerciSe t.his 
profession, the amount thereof to be determmed m the correspondmg 
regulation. 

HANNER OF OPERATING 

The intervention of brokers in commercial acts is optional; the 
contracts otherwise made may be evidenced in accordance with their 
nature. Whenever a broker has intervened he must prepare a mem
orandum (" minuta ") of the contracts, setting forth all the con
ditions and circumstances stipulated. ·This memorandum must be 
signed by the broker and contracting parties, in his presence. Certi
fied copy thereof will be given to the parties within 24 hours; these 
copies are as effective as public instruments. The originals are kept 
by the broker in chronological order and duly numbered, and must 
be copied in a special book kept for that purpose and known as the 

· " ReO'istry." 
r.. OBLIGATIONS · 

In the ~xercise of their activities, brokers must assure theniSelves 
of the identity and capacity of the contracting parties; they must 
propose business with exactness, clearness, and precision, avoiding 
suppositions which inay lead to error and must keep secret every
thmg pertaining to the business, including names of the parties unless 
the law, the transactions, or the parties otherwise provide. Brokers 
must issue certified copies of entries in their registries, must act 
personally, and must witness the delivery of goods at the request of 
one of the contracting parties. In transactions involvin~ negotiable 
paper, brokers are legally responsible for the authenticity of the 
signature of the last endorser or drawer and must collect the docu
ments for delivery to the holder. Bills of lading in transportation 
contracts must be signed by the broker; in case of sales by sample, 
he must keep a sample of the merchandise marked with his seal and 
that of the parties so long as the buyer has not accepted the goods. 
Brokers may act as experts. 

Brokers may not engage in commerce in their own name or act as 
a commission agent, manager, clerk, or partner of a merchant; the.r 
cannot form part of administrative boards or be examiner (" comt
sario ") of corporations. They may not buy for theniSelves goods 
in whose trade they are engaged, nor authorize prohibited con
tracts for theniSelves or their principals, or issue certified copies of 
m~moranda not in their registrie~, or issue them as to a part only. 
Fmally, they may not effect assignments of their property· thetr 
bankruptcy always .will be considered ·as fraudulent. ' 

PENALTIES 

_Brokers are punis~abl~ with suspension if they fail to comply 
with any of their obligations and With expulsion if they do any of 
the acts they_ are not permit~d to undertake. They may be fined up 
to 500 pesos ~ accordance With tl~e regulations of the profession . 
. Generally, m each place of ~usmess there is a "colegio " ( associa

tu;m) of brokers :whenever thetr nui_Uber exceeds 10, which is charged 
with th~ regulatiOn o~ the professiOn and imposes the penalties of 
suspensiOn and expulsiOn. 



VI. SALES 

DEFINITION OF A COMMERCIAL SALE 

In studying Mexican sales legislation, the first problem which gen
erally arises is the determination of the character of the transactiOn, 
that is, whether it is a civil or a commercial sale. The fundamental 
difference lies in the purpose of the purchaser. If he buys for the 
purpose of commercial speculation " with the direct and preferen
tial object of trade ", the sale is commercial. On the other hand, if 
the purchase is made for the use and consumption of the buyer, even. 
when he is a merchant, the transaction is civil in character.1 

CONSUMMATION OF COl\UIERCIAL SALES 

Sales are consummated (executed), title passing to the buyer, when 
the parties are agreed concerning the merchandise and its price. If 
made on samples or based on quality determined and known in com
merce the contract becomes binding (consummated) by the simple 
agreement of the parties; disputes arising as to whether or not the 
merchandise conforms to the samples or quality may be settled by 
experts, appointed one by each party and a third by the other two. 
When the merchandise has not been seen by the buyer, and cannot 
be classified by 9.uality determined and known in commerce, the con
tract is not binding until the buyer examines and accepts the goods. 
The sale of merchandise which usually is tested, weighed, or meas
ured is not binding until these acts are performea. Sales made on 
sight or by bulk are binding as soon as the parties agree on the price, 
the vendor not being able to demand rescission of the contract on the 
grounds that he did not find in the bulk the quantity, weight, or 
measure he calculated; he may so rescind if the bulk is offered as 
homogeneous and there is hidden in it merchandise of an inferior 
class or quality to that on sight. These as well as all other ru1es 
governing commercial sales may be the subject of lawful stipulations 
bc>tween the parties, modifying, altering, or waiving them.2 

Closely tied up with consummation is the price which must be 
determined before a sale becomes binding. It may be the one quoted 
on a certain date or place or one fixed by a third person, but it may 
never be left to the discretion of one of the contracting parties. It 
must be paid at the time and terms stipulated, but if nothing has 
been provided with regard thereto, the sale is for cash. Delay in 
its payment forces the debtor to pay interest at the legal rate on the 
amount owed.8 

1 Corle of Comm<'rce, arts. 75, 76. and 371; S<'e ante p, 10. 
• Civil Code, 1932, arts. 2249, 2257, 2260; Civil Code, 1884, arts. 2818, 2825. 
• Civil Code, 11132, arts. 2248-2256; Civil Code, 1884, arts. 2811-2817. · 
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DEUVERY 
' 

Delivery may be effected by the material transf~r of the ~e~ch!ln
dise or right. It may be juridical, such as dehvery of shippmg 
documents, keys to an establishment, etc., and it may be virtual when 
the buyer agrees that the merchandise sold remain at his disposition. 
If no time for delivery is stipulated the vendor must have It at the 
disposal of the vendee within 24: hours. If the amount of merchan
dise and time of delivery have been determined the purchaser need 
not accept performance in other terms, but if he accepts partial 
deliveries the contract is binding as to them. Unless a term for 
payment has been stipulated the vendor need not deliver until the 
price is paid, nor is he bound to make delivery if he subsequently 
discovers that the purchaser is insolvent, unless payment is guaran
teed. The merchandise must be delivered in the same condition as 
.at the time when the contract was consummated, with all the produce 
it has earned since that time. 

Expenses of delivery must be borne by the seller until the mer
chandise, duly weighed and measured, is placed at the buyer's dis
posal; those incurred in the receipt or carrying away thereof fall 
on the buyer. The place of delivery is the one agreed between the 
parties; if there is none, then the place where the goods were when 
sold! . 

RISK OF LOSS 

As soon as the sales contract becomes binding and deliYery has 
been made the loss andjor damages suffered by the goods must be 
borne by the purchaser; if no delivery has been made the Yendor 
is liable for tliem. However the party guilty of negligence, culpa
bility, or fraud therein must answer for the same. The risk of 
loss may be modifi~d by special stipulations between the parties.• 

REMEDIES" 

Upon receipt of the merchandise the buyer must examine it and 
make claim, if any exists, in writing, within 5 days if the goods are 
~ot of the J?nd and in the amoun~ stipulated, and within 30 days 
If based on mternal defects; otherwise, he loses his right of recourse 
based on these causes . 

.As soon as the sale is consummated, the party who has performed 
may demand, of the p_arty w~~ has not, tb,e rescission or performance 
?f ~he contract and, m addition, the damages suffered by him. If 
It IS the . seller who de~an<J:; perfo~ance, he must deposit the 
merchandise at the buyers disposal, If refused when delivery was 
tend~red. If he elects to rescind, the vendor may prove as elements 
of his damage, the .loss. suffered by him, including profits he failed 
to earn. If an actiOn Is grounded on nonpayment of price it may 
be ~emanded or resciss!o~ of the contract and consequent damages 
clarmed, but such rescission does not proceed if the merchandise 
has been transferred to third persons in good faith. 

• Code of Commerce. arts. 375-378, 379, 382 • CivU Code, 1932 arts. 2284-2"92 • Civil 
Code, 1884, arts. 2851-2872. ' • - • 

• Code of Commt-rce, ort. 377; Code of Commerce art. 383 
• Civil Code, 1S32, arts. 2108-2109, 2300; Civil COde, 1f>M, arts. 1464-1465. 
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W ARRA:STIES 

rnle;;:s otherwise stipulated the seller warrants against int~rrup
tion of peaceful enjovment (" eviccion ") of the merchandi<>e, and 
also warrants absence of hidden defects (" saneamiento "). The 
warranty of peaceful enjoyment includes that Qf title and possession.r 

FOR:\1 

No special form is required for a sales contract unless it involves 
real property. As stated under " Contracts," details of these trans
actions should be in writing, preferably in Spanish, in order to 
a>oid difficulties in the preparation of evidence for presentation in 
case of litigation. 

:\IETHODS OF SELLING 

Cash sales generally offer little difficulty. But the method of 
making sales on credit must be carefully selected. It may vary in 
ewrv jurisdiction and with every customer. Sales on open account 
are seldom made in :\Iexico, because of procedural difficulties experi
enced in the event that action at law to collect becomes necessary. 
~fore usual is the use of drafts attached to the shipping documents 
for acceptance or payment upon delivery of the documents to the 
purchaser. Any subsequent collection at law may be based on the 
draft exclusively, thereby obviating possible delays, technicalities, 
and expen...~ in corresponding suit at law. 

STAl\IP TAX I 

The stamp tax rates on sales are as follows: 9 

1. 1\fiE:>never the price is 20 pesos or over: 
(a) If the contract is evidenced by public document, 70 centa>o3 

for each 100 pesos or fraction thereof. 
(b) Sales of alcohol and liquors, wines, and other alcoholic bev

erages, 2 percent of value. 
(c) In any other case, 5 centavos for each 10 pesos or fraction 

thereof. 
2. Whenever the price cannot be determined at the time the con

tract is entered into, there shall be paid a stamp tax at that time 
of 5 pesos if the contract is evidenced by f,ublic document, and 1 
peso if not. When the price is subsequent y determined, the con
tracting parties must draw an additional document in the same man
ner as the original contract, in order that the tax may be paid in 
stamps affixed thereto. If the determination of the price depends 
upon periodical deliteries or the number, weight, or measures of 
the things sold, the seller must issue invoices duly stamped at the 
rates unaer 1 above, as the payments are effected, whether he dis'
charges his obligation in one payment or in installments. When in 
~ sale an amo~nt is fixed as part of the purchase price, a part remain
mg undetenruned, the proper stamp tax shall be paid in the first 
part! and the above provisions observed as to the second. 

• Coo" of Commerce, art. 38-1 ; Civil Code, 1932, arts. 2119-2162; ClvU Code, 1884, arts. 
2Si3-2S~l. 

• !>tamp tnx law citf'fl. . 
• A 1(1 p.>n-ent @Urcbarge b Imposed on tbe stamp tax by tbe Federal revenue law 

(!lee p. 13:!). 



64 TRADING UNDER THE LAWS OF MEXICO 

RULES GOVERNING PAYMENT 

1. The stamp tax on sales shall be pai~ by the se~er, who must 
affix the corresponding stamps to an inymce. For this purpose he 
must keep an invoice stub-book, authoriZed by the Treasury. The 
invoice must contain (a) the names of vendor and vendee, (b) date 
of sale, (c) amount and kind of merchandise s~l~, and (d) price 
paid. The stub must set out (a) name and domicile of buyer, (b) 
class and value of merchandise sold, and (c) date of .slll:.e. 'Vhether 
the purchase price is to be paid in one payment or m installments, 
the invoice must be issued within 15 days after date when the 
merchandise leaves the seller's place, if the parties reside in the same 
place· or within a month if they reside in different places. The 
buye; must request the stamped invoice or notify the Treasury of 
the seller's refusal to issue it; otherwise he is jointly and severally 
liable with the seller to pay the tax. . 

2. For the purpose of the stamp tax, when merchandise is re
moved from a warehouse, store, office, farm, or any other _pla<;e 
where~ found, it is considered a sale, unless the merchandise lS 
delivered under a commission for sale or is moved from one place of 
business to another belonging to the same person. 

3. Whenever one receipt, invoice, or document sets out several sales 
made on the same day to the same buyer and jointly such sales 
amount· to 20 pesos or more, they are subject to the stamp tax. 
Whenever the dates of the various transactions are omitted, in the 
absence of proof to the contrary, they shall be considered as having 
been made on the same day. 

4. Whenever several deliveries are ·made to a single buyer during 
one or more days, and the amounts thereof are not paid in cash but 
are entered in accounts to be liquidated at the end of the week or 
any other period, a single invoice, receipt, or document must be 
issued for the total amount of all deliveries, and the stamp tax paid 
on it if the total amounts to or exceeds 20 pesos. 

5. Oonditionol sales.-Promises of sales, by which the buyer is 
given possession of the goods prior to the making of the actual sale 
(transfer of title), or by means of which the prospective seller re
ceives all or part of the purchase price, are considered similar to 
sales for the purpose of the stamp tax. · 

6. Th~ purchase price, upon which stamp tax is payable, is the 
yalue sti pula~d by common. agreement of the parties. Charges for 
lllSUrance, freight, and packing do not form part of said price. 

7. Sales thrO'I.tUk agents.-Consignments to established commission 
agents, accompanied bY. a transmittal :f!Ote ("nota de envio ") from 
a stub-boo~ to be kept ~ accordance with a form to be issued by the 
treasury, will not be subJect t~ P!iyment of the stamp tax. If, within 
1 year thereafter, the comnusston aQ'ent sells the merchandise he 
must invoice it and pay the tax. The

0 

goods remainin<r in the hands 
of the ag:ent at the ex_pira~ion of th~ year will be consid'ered sold, and 
the constgnor must mvoice them m favor of the consi!!llee at the 
price stated in the remittal note. o 

Whenever agents of manufacturers or business houses within 
l~exico offer. mer<:handise for sale by means of samples, the transac
tion proceeding directly ?etween the buyer and the agent's principal, 
the manufacturer or busmess house and not its agent must issue the 
corresponding stamped invoices. 
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SALES MADE BY FOREIGN FIRMS 

Whenever foreign factories or commercial houses have direct 
branches, agents, or other organizations within Mexico, the tax will 
be paid upon the sales effected through such organizations, whether 
the branch, agency or organization has goods in stock or the goods 
are consigned to them for delivery to the buyer. The organization 
in .Mexicu must issue the stamped invoices corresponding to said 
transactim.,;, · 

In ce.ses of orders transmitted abroad by agents not duly estab
lished (in accordance with certain ;provisions of law), who sell 
by samples, if the invoice and shippmg documents are issued and 
sent directly to the customer, the tax need not be paid. But if the 
documents are issued in favor of the agent, the latter must stamp 
the invoices if he presents them for payment, or must issue new 
invoices duly stamped. 

If, in the cases stated in the previous paragraphs, the agent incurs 
personal obligations to the buyer as to quality of the goods sold 
or other conditions in the contract, the transaction is considered as 
a sale between the agent and the buyer for the purpose of the stamp 
tax, unless it is conclusively shown ("que se compruebe per evi
dencia fehaciente ") that the obligations were entered into with 
the authority and for account of the principal. 

Itinerant merchants and traveling salesmen, making sales in their 
own name and delivering the merchandise themselves, will cause 
their invoice stub-books to be authorized at the first place where they 
trade. Before starting operations in any particular locality they 
must notify the Federal treasury office therein, in writing, indicat
ing the place where they are staying. They must also advise that 
office of changes in living quarters, and every 8 days while they stay 
at one place must bring their books to show that they have issued 
their stamped invoices. 

PROMISE TO SELL OR TO BUY 

1. On the price of the thing whose sale or purchase is promised. 
(a) If the promise is set forth in a public document, for each 

100 pesos or fraction thereof, 20 centavos. 
(b) If set forth in a document not a public one, for each 100 pesos 

or fraction thereof, 1 centavo. 
2. If the value of the thing cannot be determined. 
(a) If the promise is set forth in public document, 5 pesos. 
(b) If set forth in any other document, 1 peso. · 
3. When the minimum price of the thin~ only is determined, and 

undetermined obligations are stipulated m addition, the .rate on 
the determined portion must be paid and the fixed rate in case of 
undetermined values must be paid also. · 

4. Contracts of promise to sell or purchase in which it is stipu
lated that the future buyer will take possession of the property 
before the sale, or that the future seller will receive the sale price 
or part thereof, before the sale is made, are subject to the tax on 
promise of sale and purchase. However, when the term fixed for 
the making of the sale or purchase expires or after 1 year has 
elapsed, and even when a condition is stipulated, the stamp tax on 
sales must be paid, unless it is stated in the document setting forth 
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the promise or in a public document that the sale or purchase w~ 
never consu.:nmated. If such statt>m~nt is not made the failur~ to 
pay the tax is presumed and the corresponding penalty _apphed. 
Promises of conveyances of mineral or petroleum concess10ns are 
not subject to the stamp tax. 

SALES EXEKPTED FKOH TIIB TAX 

The following sales are exempted from the tax: . . 
1.· Sales of slaughtering products made at the slaughtermg places. 
2. First-hand sales of articles subi:ct to the Federal tax on yarns 

(" hilados ") and textiles (" tejidos ). 
3. First-hand sales made by manUfacturers of beverages men

tioned above when the Federal tax has been paid. 
4. Sales of metal to the Federal Gov-ernment or the Banco de 

Mexico for coinage. 
CONDITIONAL SALES 

Whether or not conditional sales are valid in liexico has ~n 
the subject of some controversy. Such sales usually are made in one 
of two ways in Mexico, namely, by a reservation of title in the ,-en 
dor until the purchase price is paid, and the use of a hire-purchz~.;;e 
contract. 

. VALIDITY SUSTAINED 

The Code of Commerce contains no provision governing su~h 
tran...<:actions, so that the provisions of the civil codes must be con
sidered. The distinction between mercantile and civil sales in th.ii 
instance, therefore, appears to offer no appreciable difficulty sint:e 
the same law governs both. . 

.A report, based upon a thorough examination of lie xi can h w 
and authorities on the matter was prepared by the committee on 
foreign law and conllicts of law of the Bar .A.s5ociation of the •!ity 
of Sew Yorl4 in 1931.1° Its conclusion is that both types of con
tracts are nlid and eriforceable, not only against tl1e purchaser, 
but also against hiS creditors and other third parties who lul\·e 
purchased or taken a pledge on the goods sold. 

As regards the nriou.s Mexican States where the Civil Code of 
1884: is in force today, the n>port pret'iously mentioned states: - Al
though the Mexican Civil C-ode follows the Xapoleonic traditiun 
to the extent of providing that in a contract of sale title to the 
chattel passes upon the meeting of the minds, irrespective of delin.•ry 
of the chattel or payment of the purchase price (Civil CoJe. nrt:i. 
2818 and 1!36); nevertheless, it adnnces beYond the Code Xapoleon 
in. r~rving expressly to the parties. the ng~t to stipulate othN"• 
m.....::e (1d~m, art. 1436). · In _the exerciSe of th!s liberty of contr;\ct. 
the. part1es may agree that_ t_Itle s~all not vest m the vendee until he 
satisfies a suspens1ve condition (1dem. arts. 1331 and 13:ir).- ~[.n-e
over, the liexican code ~jec:ts the. French pr_inciple that 'In re
spect of chattels, possess1on 1s eqlllnlent to title '; instead. it ac
c.ords to th~ ~r of a ch~ttel mere~y a n>buttable pt·esumption 
of ownership (1dem. art. 8'2a). a!l~· m con5eqt1ence~ the unpaid 
vendor under a contract of condttional sale, upon proof of his 

,. See 1931 l'ea.rbook of tbl.s a~atluo. p. !i>;i. 
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••wner~hip. may replH~· his chattel from any third person who has 
aequired po!>sesroion, without regard to the presence or absence of 
"ood faith. (Code of Civil Procedure, art. 3, par. I, and art. 4). 
l'he ehatt£>1 may be replevied from such third person, whether he 
j,. a vendee or pl_edgee, since th~ sale. or p~e~ge of a chattel by one 
who is not the nghtful owner, Is vmd (Civil Code, arts. 2831 and 
1785)."' 

The Civil Code of 1932 11 expressly recognizes the chattel lien 
and the conditional sale contracts. As regards the former, it pro
vides that persons may contract :Cor the paym~nt in _installments of 
the purchase price of realty sold and that failure m the payment 
of one or more installments will cause the rescission of the contract. 
\\·hich will affect third persons, if the provision for rescission•has 
been reeorded in the public registry. It provides that personal 
property such as automobiles, pianos, sewing machines, and any other 
articles which may be identified beyond doubt, may be sold under 
installment-sale contracts stipulating rescission, as above. Such 
rescission may be stipulated in the installment sale of goods which 
mav not be identified beyol).d doubt, but it will not affect third 
parties since the contract cannot be recorded in the public registry. 

Should the sale be rescinded in accordance with these provisions, 
the vendor and vendee must return to each other that which passed 
l.lf'tween them. but the former may demand payment b_y the latter 
of rental for the use of the property sold, to be fixed by experts, 
and an indemnity for deterioration of that property, also to be 
fixed by experts. The vendee, on the other hand, has a right to legal 
interest upon the part of the purchase price paid by him. - Any 
l-tipulations more onerous than these are declared null and void 
(art. 2311). 

With reft>rence to conditional sales, the code provides that the re
tention of title to property may be made until its purchase price is 
paid. In the case of realty and :personal property which ma; be 
identified beyond doubt such retention will affect third parties i the 
corresponding stipulation is recorded in the :public registry. The 
vendor may not sell the J?roperty until its pnce is paid in full, a 
marginal annotation of this limitation being made in the inscription 
of the sale in the registry (art. 2313). 

PREPARATION OF THE CONTRACT 

In both cases the contract may be drawn in the form of a public 
document before a notary public, or as a private document. If ~he 
transaction takes place in Mexico and a private document is drawn 
and signed there, the registrar or the corresponding municipal 
authority or justice of the peace must state therein that he verified 
the autht>nticity of the signatures and the intention (" voluntad ") 
of the parties to the contract. This statement must be signed by the 
ofticial and stamped with his official seal (art. 3011). If drawn 
and ~igned abroad, the contract should be evidenced preferably by 
nn imtrument drawn before two witnesses and notary public~ 
and the instrument properly authenticated in the manner indieated 
on page 56.12 

u Art~. 2310-2313. 
'I> Civil Coo.!~. 193:!, arts. 3011 and 300:>. 
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ENFORCEMENT OF TUB CONTRACT 

The Code of Civil Procedure of 1932, in force in the Federal Dis
trict and Territories, provides that the act~:>n of rescission sti_pu
lated in installment sales may be prosecuted like an executory action. 
(See p. 175.) It also states that the vendor must deposit wh~tever 
amount he received from the vendee less an amount correspondrng to 
the depreciation of the thing sold ~l_ille it. was used by the ven~ee. 
This code, however, makes no proVISion With regard to a reduction 
of the amount to be allowed to the vendor as rental for the use of 
the property by the vendee as provided by the new Civil Code. This 
lack of harmony between these two codes of_ law is view~ with 
apprehension by some lawyers who feel that It may cause difficul
ties in enforcing the ·vendor's rights. 

The code first mentioned also provides that, in contracts reserving 
title in the vendor until payment in full, the action to repossess the 
article sold, in case of nonperformance by the vendee, is executory 
and proceeds under the same condition prescribed for the action of 
repossession. It is possible, therefore, that the difficulty stated 
above may also exist in this proceeding.13 

FORM OF CO:!Io'TRA.CTS IN USB 

Since the present laws went into effect, existing contract forms 
had to be revised in order to take advantage of them. One of the 
forms now prevalent provides for the sale of property with an 
agreement that failure to pay any installment causes all other in
stallments not yet due to mature immediately. The property in 
question appears as juridically pledged to the vendor with posses
sion remaining in the vendee, who a,urees not to transfer the article 
pledged nor grant its u.._c;;e or possession to a third person. Failure to 
pay is stipulated as enabling the vendor to sell the article so pledged, 
through a local merchant selected by the seller, for the price and 
under the terms fixed by said merchant, as well as to proceed 
against any other property of the vendee. .As further security a 
guaranty is added to be signed by a third person as surety and 
principal obligee. This constitutes but a succinct outline of the 
main features of this form, the purpose of which is to avoid the 
necessity of appointing experts to appraise the depreciation and 
rental value of the property during the time it was in the possession 
of the buyer. 

Another form now in use in l\Iexico ·provides for the reservation 
of title ~ the vendo~; the- vend~e r~ceiving the property sold is a 
lessor until payment rn full. It IS stipulated therein that the initial 
payment and any others made by the vendee are to be crinsidered 
in c~ h~ fails to pay in full, .as indenrnity to the vendor for th: 
depreciation suffered by the article sold durina the time it is in the 
po~ssion of the vendee, as well as to compe~ate for the damages 
which the vendor may suffer by reason of the vendee's failure to 
~rform the contr,~ct. ~:S form a~so contains as additional secu
nty a guaranty ( fianza . ) t? be sJgned b~· a third person. This 
form Signed b,r the J>arbes IS to be legabzed by broker instead 
of notary public. 

10 Arts. 456 and 466. 
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USE OF THE NEW LA. W RESTRICTED 

So far as is known, conditional sales as prescribed by the new 
Civil Code are being contracted in sales of merchandise of high 
unit value. Concerns handling items of comparatively small pnce 
per unit have not taken advantage of it to any extent because 
legalization by notary public or otherwise as is prescribed is stated 
to be somewhat costly and incon.venient. Many of these firms use 
a bill of exchange when selling on a time basis. The instrument is 
drawn to show that it originated in a place different from that 
where accepted. In these transactions the bill of sale is not given 
to the vendee in order to permit of repossession; if it is delivered, 
the sale is consummated and in case of the vendee's failure to pay, 
the only recourse is an action at law and an attachment thereunder. 
In cases where the credit is poor, it is reported that the buyer has 
permitted the seller to draw up a contract showing the buyer already 
m default. With this, the seller files an action at law and obtains 
an attachment of the article sold which is then delivered to the 
customer. Another device which has been used is to have the buyer 
sign a bill of sale of the goods in favor of the seller before the 
merchandise is delivered to the buyer. In case the latter fails to 
pay on time, the property is repossessed by the proper action under 
the biU of sale. Rental contracts with a provision for final sale 
when all the rentals have been paid have also been used. The advice 
of attorneys conversant with Mexican law is to the effect that these 
devices are of doubtful legal effectiveness should it become.necessary 
to resort to the courts in order to recover. It is of paramount 
importance in making conditional sales in Mexico to secure the advice 
of competent counsel in order to prepare all necessary documents in 
accordance with law and prevalent practice. 



VII. 1\IISCELLANEOUS CONTRACTS-PRESCRIPTION 

LEASES' 

The lease of realty under the Civil Code of 1932 may not· exceed 
10 years when used for living purposes, 15 years when used in com
merce, and 20 years when used in the exercise of an industry. Under 
the Civil Code of 1884:, the parties may stipulate the duration of 
leases unless otherwise provided by law. The contract must be in 
writing when the rental exceeds 100 pesos annually, and requires 
a public document whenever rural land is involved and the rent 
exceeds 5,000 pesos annually, according to the former code and 
1,000 pesos under the latter. Leases must be recorded in the public 
registry whenever they extend over 6 years or advance payment of 
3 _years' rent has been made, according_ to the code of 1932; other
wise, they do not bind third parties. Unless the contrary is stipu
lated, leases do not lapse by death of any of the parties or the trans
fer of cqnveyance of the property. ID. the latter case the tenant, 
under the Civil Code of 1932, must pay the rent to the new owner 
from the date he is notified judicially, or extrajudicially, before 
notary public or two witnesses. of the conveyance of title to the 
property. The lessor must deliver and contmue to maintain the 
property in such condition that it may be used for the purpose 'in
tended by the lessee; he must not disturb the latter in the peaceful 
enjoyment of the property and must indemnify the lessee for any 
damage suffered by reason of hidden defects. The landlord, accord
ing to this code, must also pay for the improvements made (1) 
whenever it was so agreed in the lease; (2) whenever the lease is 

;.rescinded through lessor's fault and the improvements are useful; 
and (3) whenever the contract is for an indefinite time and the 
improvements were made with lessor's consent, and the latter then 
terminates the lease before the lessee is compensated for his expenses. 

On the other hand, the lessee ml1st pay the rent in the manner 
and at the time stipulated, must use the property only for the pur
pose indicated, and is responsible for the damages suffered by it 
through his fa~t o!" negligence or that of his family, servants, or 
sublessees. He IS liable for fire damages unless due to fortuitous 
event, force majeure, or fault in construction. If there are several 
lessees and the place of origin of the fire is unknown, all must pay 
the damages in proportion to rent paid. If the lessee is to establish 
a dangerous industry in the premises, he must insure it against the 
probable risk. The lessee ma;v: not change the form of the premises 
without lessor's consent and, If he does so, he must restore It before 
re~urning it or. pay the damages caused. neither may he sublease 
Without authonty. The tenant must make slight repairs normally 
caused by persons occupying a building. .After 5 years the tenant · 

1 ClvU Code, 1932, arts. 2398-2496; Civil Code 1884, arts. 2936-3065. 
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is entitled to preference in the subseque~t lea~ of the p~mises if he 
has made important improvements and IS not m arrears m rent. 

The rent must be paid as stipulated or, in case of urban prop
t-rty, monthly if it exceeds 100 pesos, fortnightly if between 60 and 
100 pesos, and w.eekly when less t~an. 60 pesos. If the tenant con
tinues in possessiOn after the expiration of the lease, he must pay 
rent at the contract rate until given 2 months notice to move. 

Leases are terminated by the expiration of their term, by agree
ment, annulment, rescission (for nonpayment of rent, improper use 
of premises, or sublease), J?lerger of rights (tenant buys the p;em
ises), total loss or destruction of the property through a fortmtous 
ennt or force majeure, expropriation for public purposes, or ouster. 
· The same rules discussed above apply to the lease of personal 
property. 

STAMP TAX OS LEASES 

A tax of 5 centavos per 10 pesos or fraction thereof is imposed on 
rent paid under leases or subleases made for a definite time. not 
exceeding 5 years. If one runs over 5 years the rate is reduced to 
1 centavo for the excess up to 15 years; thereafter no tax is payable. 
If no time limit is set the first rate must be paid upon the rent of 1 
year. If in addition the rent cannot be determined, a tax of 5 pesos 
must be paid if the contract is evidenced by public document and 
1 peso if evidenced by private instrument, and one of 5 centavos per 
10 pesos on receipts issued for rent paid. Leases of realty for a 
rental not exceeding 500 pesos annually, as well as those less than 
100 pesos, of personalty, are exempted from the tax. 

LOA:XS• 

llexican law recognizes three fundamental kinds of loans, namely, 
the gratuitous loan of nonfungible things, known as "comodato ", 
the loan for a consideration which is designated as "mutuo ", and 
the conmiercial loan which is contracted for a consideration and 
with the intent of using the thing loaned in mercantile acts. Loans 
between merchants are presumed mercantile. 
If no time for fayment is stipulated, payment of loans may not 

be requested unti 30 days have expired since demand was made 
judicially or extrajudicially, before notary public or two witnesses. 
In cases o.f delay m payment of mercantile loans, the debtor must 
pay the stipulated annual interest, or 6 percent if none is stipulated. 
from the day following maturity. If the loan involves things 
other than money, interest during delay will be calculated upon the 
price of the merchandise at the market where the return must be 
made, on the day following maturity, or as estimated by experts if 
the merchandise is gone when its valuation was to be made. If 
mercantile loans consist· of securities the interest durinu delay will 
be that earned by the securities, or 6 percent annually if none has 
been stipulated, the price thereof being that quoted in the exchange1 or the market price on the day following maturity. Interest due an<t 
unpaid will not earn interest, but the contracting parties may 

1 Code of Comm"r~. art~. 3!;!'--364; Civil Code, l!l32, arts. 2384-2397 and 2497-2515 • 
Civil Co<le, 18S., arts. 2661-:!iOO. ' ' 

5174i-34--6 
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capitalize it; bnt such capitalization may_ not ~ agreed to !>efo~ 
hand. The receipt of capital by the c:red!t.or ":ltho~t reservmg ~i 
right to the interest stipnlated or dne will e~gnish the ~ebtor $ 

obli~tion for same. Deliveries on account will be credited to 
in~--t payment first unless otherwise stipulated. · 

Delivery and return of the loan must be made at the places agreed 
upon. H none were contracted, deliYery and return_ "1ll be ~e 
where the object of the loan is located. If money IS mvolnd, 1t 

mn:,--t be returned to the debtor at his domicile. 
The e::ristence of a loan in Mexico should always be evidenced in 

writing. Such documents may be of 2 kinds, public _and printe; 
the latter are of 2 kinds also, namely, those upon which executory 
action may be instituted _and those which ~ a judicial acknowl
ed.:,oment of signature before the summary smt proceeds. Whenever 
possible, loans in general should be evidenced by public documenL 
The holder thereof is entitled to priority in payment over .holders 
of private documents and may recover through executory action. • 
H the expense of such documents or other cirenmstances preclude 
their~ then it is best to evidence the loan by draft, prom.issory 
note, or other instrument which will penillt of e.xeentory action. • 
This discussion concerns only nnseenred loans, and its importance lies 
in the fact that recovery through a general action at law is generally 
costly and greatly delayed, as may be gathered from a consideration 
of" The ordinary action" (p. 173) and therefore should be avoided 
whenever possible. 

Interest on loans may be stipulated at any rate by the parties. bnt 
it may be reduced to the legal rate of 9 percent if the court finds 
that advantage has been taken of the pecuniary needs, inexperience, 
or ignorance of the debtor. This is a limitation provided bv the 
Civil Code of 1932. Under the Civil Code of 18S! the legal rate of 
int£'rest ~ 6 percent. 

MORTGAGES 5 

The mortgage is a contract whereby an encumbrance is placed 
upon real property to permit a creditor, in case of nonperformance 
:>f the obligation secured by the contract, to obtain payment ont of 
the encumbered realty. It must be drawn in the form of a public 
~ocnment in mo:.~ o~ the Staf.es: an_d only if it exceeds 5.000 pesos 
m the Federal DJStrict and terntones, and must be recorded in the 
public re¢stry in order to bind ~hird parties who may acquire the 
mortgaged property. The secnnty extends to natural accretioll5. 
improvements made by the owner of the property personal propertY 
permanently attac~ed th~to by him and which may not be sepa
rated therefrom Without ~Jury to the realty or deterioration of the 
personalty, and to new buildings erected or additional stories con
structed upon the mo~gaged premi.c;es. As n-gards third parties. it 
aL~ extends to COY!r- ~terest _for _3 years onder the Ciril Code. of 
1~32 due on th-: P!lnc1pal ohli,...,<P&t!ons. unless it has been e.xpresslv 
stipulated that 1t 1s to guarantee mterest for a longer term not to 
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exceed the prescriptive period. (See p. 76 on "Prescription".) 
In most of the States this period is of 5 years. 

Under the Civil Code of 1932, mortgages may be granted to secure 
oblirrations payable to order or to bearer, and in such cases, may be 
assigned re~pecth·ely by endorsement or delivery of the particular 
obligation. 

Mortgage rights are extin~ed by: (1) Extinction of the mort
gaged premises; (2) extinction of the principal obligation; (3) ex
tinction of the rights of debtor on the mortgaged premises; (4) 
expropriation by eminent domain; (5) express waiver or remission 
by the creditor; (6) judicial sale of the premises; (7) prescription 
of the mortgage suit (10 years under the Civil Code of 1932, and 
20 vears in most of the States). 

the mortgage security generally lasts as long as the obligation it 
guarantees, and, when the latter has no fixed maturity, it may last 
not more than 10 years. 

The exe~ution of a mortgage follows a summary but highly tech
nical procedure.• In actual practice, the effectiveness of this secu
rity has often suffered because of the intricacy of the foreclosure 
suit, and further, because of the operation of the Alien Land Laws .. 

SURETY .A..'IID GUARANTY ("FIANZA ") 

The " fianza " is a contract whereby a person (the " fiador ") 
promises to perform an obligation in behalf of another (the princi
pal debtor) in case the latter fails to do so. Since the code of com
merce makes no provision for this contract it is governed by the 
Civil Codes. The fianza is similar to obligations which in the 
United States are known as suretyship and guaranty. 

NATURE Al\o"D EXI'E1oi""T OP TUB • FUNZA.'" 

The "'fianza" may be "legal" (required by law), "judicial" 
(required by judicial disposition like a court order), "conventional " 
(by the voluntary stipulation of the parties thereto), "gratuita" 
(gratuitous-for accommodation), or "onerosa" (for a considera
tion). There must be a nlid principal obligation, never less in 
amount than the '"fianza," but it may be a future debt, the amount of 
which is not known; in this case the " fiador " is not liable until the 
debt is liquidated. The "fianza " may consist of a promise to pay 
a sum of money if the principal debtor does not furnish a thing or 
perform a determined act; under the Code of 1928. A letter of rec
ommendation in which the honesty and solvency of a person is asser
ted does not constitute a "fianza," but if given in bad faith, falsely 
affirming the soh·ency of another, the one who signs it is liable for 
the damages caused by the in~olwncy of the other to the person to 
whom the letter is addressed; relief from this liability may be had 
by proY"ing that the recommendation did not induce the addressee to 
deal with the person recommended.7 

• <'<'<JP nf Cl.-11 Proct><lur" for Fe<!Prnl District and Territories, arts. 430 and following. 
'Cl,·n '-"ode. 193:!, art. 271H--:!Sll; n.-u Cod"- 1S8.f. art. 1700--1723. 
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BENEFIT OF " ORDEN " AND "EXCUSION " 

The "fiador !'may avaifhimself of ~11 the defenses of the p~·inci
pal debtor against the ~re.di~r, except personal defenses. ~he 
waiver of the statute of lumtabons or other defense, or the nulht~ 
or rescission of the principal obligation do not prevent the " fiador ' 
from invokino- any of them in his own favor. . 

The benefit of " orden " is the rio-ht of the " fiador " to reqmre 
that the creditor first proceed agai~st th~ principal debtor. The 
benefit of " excusi6n " is the right to reqmre that all the unencum
bered property of the debtor be applied to the discharge of the 
principal obligation before the creditor ha~ recourse~ !h~ •' fiador." 
These benefits are lost by (1) express wa1ver; (2) ClVll msolnncy 
or banln:uptcy ?f the priD:cipal debtor or w~en (3) the latter ca~ot 
be sued m :Mex1co; (4) h1s whereabouts bemg unlmown and hanng 
been summoned by publication, he does not appear nor does he have 
attachable property at the place of performance of his obliga~ion 
(within the jurisdiction, under the Code of 1884:); {5) the obliga
tion was incurred for the benefit of the "fiador." These rights are 
also lost when the "fiador" expressly became jointly and severally 

. (" mancomunadamente ") liable with the debtor. 
In order to enjoy the benefit of levy, not only must the " fiador " 

allege it, but he must indicate free and attachable property of the 
debtor within the jurisdiction where payment is to be made and 
must advance or secure the costs of the' excusi6n." He is thereafter 
discharged to the extent of the value of the property by him desig
nated, if the creditor is negligent in levying (" promover Ia 
excusi6n ") on it. However, the creditor may compel the "fiador" 
to apply the unencumbered property of the debtor to the discharge 
of the debt. When the " fiador " waives the benefit of " orden " 
but not that of '' excusion " the creditor may proceed against hiin 
and the debtor jointly, but the "fiador" preserves his benefit of 
" excusi6n " even after judgment is rendered against the defendants. 
If he waived both benefits and is sued by the creditor, the "fiador" 
may notify the debt~r of the suit in order that he may appear to 
offer the prop«:r ev1den~ .. Should the. debtor fail to appear as 
requested he wlll be preJudiced by the Judgment :tendered against 
the "fiador." · 

Any compromise between the creditor and the prillcipal debt()r 
benefits the "fiador " but it may never prejudice him.· the one 
between the " fiador " and the creditor benefits and never prejudices 
the debtor.8 . • . 

RIGHTS OP "PIADOR" AGAINST PRINCIPAL DEBTOR 

. The "fiador" w~o _is forced to. pay the debt may seek reimburse
!llent from the prmc1pal debt01: mcluding the amount of the debt, 
mterest fro~ the date of notice of payment, expenses incurred 
a!Jd dama~ suffered; he also becomes subrogated to the creditor's 
righ_ts. agamst" the deft,~r. ~f the latter pays the creditor before 
rece1v~g the , fiador s notice of pa:v:ment, he is no Iono-er liable 
to the fiador , who must proceed agamst the creditor. e. 

1 Civil Code, 1932, arts 2812-2827: Civil Code, 1884, arts. 1724-!
74
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The "fiador ", before payment, may demand that the debtor 
guarantee payment or relieve him of his obligation, whenever (1) 
he is sued for payment; (2) the debtor has suffered loss, so that 
he is in danger of insolvency; (3) the debtor attempts to leave the 
countrv; (4) the debtor bound himself to relieve the surety from 
his obligation within a specified time and this term. has expired; 
( 5) the debt is due, if it has no fixed maturity in the various States, 
aft~r 10 years have elapsed, provided that no consideration was 
given for the suretyship obligation. · . 

RIGHTS OF A "FIADOR" AGAINST OTHER " FIADORES" 

· 1Yhenever there are several " fiadores " of one debtor, for· one 
debt, each one of them is liable for the whole, unless otherwise 
stipulated, 'but, if one is sued, he may demand the others be sum
moned in order to defend the action jomtly or else pay the judgment 
in due proportion. If he pays it all he may claim from his 
" fiadores" the proportional amount due from each of them; this 
is known as the right of contribution (" beneficio de division"). 
This benefit is lost (1) by express waiver; (2) when each of the 
"fiadores" is jointly liable (" mancomunadamente ") with the prin
cipal; (3) when one or more of the "fiadores" is insolvent; (4) 
when the debtor cannot be sued in 1\Iexico or his whereabouts is not 
known and he has no attachable property in that country; and 
(5) when obligation was incurred for the benefit of the" fiador." 9 

DISCHARGE OF A " FIA.DOR " 

The obligations of the "fiador" expire at the same time as those 
of the principal and for the same causes as all other obligations. 
A" fiador" is discharged by (1) merger of his obligation~ with those 
of the principal; (2) extensions of the debt without his consent or 
discharge thereof. The discharge of a "fiador " by the creditor 
releases the other" fiadores" from liability for the share of the one 
who is released. .If the right of subroO'ation is lost through the 
fault or negligence of the creditor the ,rfiadores" are dischar~ed. 
under the Civil Code of 1932, the "fiador" is discharged if he 

. bound himself for a specified term and the creditor did not make 
judicial demand on the debtor within a month after the expiration 
of the term; he will also be dischar~ed if the creditor, without just 
cause. fails ·for more than 3 months to -p,rosecute the suit estab
lished a~ainst the debtor; if the "fianza ' has no fixed term, the 
" fiador ' may demand that the creditor seek performance of the 
principal obligation within a month of its ·maturity, the " fiador " 
being released if he fails to do so or does not prosecute the estab-
lished action for 3 months, without just cause.10 

. 

STAMP TAX tiPOS SURETY AND GUARANTY OBLIGATIONS 

The stamp tax upon surety.and guaranty obligations is as follows: 
1. '\hen a definite amount is determined, upon the amount of the 

principal obligation. 

• t:h·U Code, 193!!, arts. 2~~8-2841 : Civil Code. 1884. arts. li2.f-1 illl. 
1° Ch·U Coo.le, 1!132, arts. 28~2-~849; Civil Coo.le, ~~~4. arts. li62-1i68. 
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If the surety or guaranty obligation is evidenced by public docu
ment, 20 centavos per 100 pesos; if otherwise evidenced, 2 centavos 
per 20 pesos. . . . 

2. When no definite amount is determmed, the tax IS paid _upon 
the document in which the contract is set at the rate of 5 pesos If the 
document is a public instrument, and 1 peso if it is. a private one. 

Surety or guaranty obligations incurred in ~avor of transport!l
tion enterprises, when package or freight is dehvered ":hen the bill 
of lading is not available, as~ well as those incurred ~ favor. of 
pawnshops and loan establishments when the correspondmg receipt..; 
are lost, if the amount is not expressed, pay a fixed tax of 25 cen· 
tavos per obligation. 

Surety or guaranty obligations incurred in the same document 
with the principal obligation are exempted from the tax, provided 
it has been paid upon the latter. Those incurred to answer for per
sons accused in accordance with constitutional and criminal law are 
also exempted, as well as those in favor of Federal, State, and 
municipal government employees, credit institutions, and to protect 
Government funds. 

PRESCRIPTION (STATUTE OF LIMITATIONS) 

Prescription is a means of acquiring property and of releasing a 
person from an obligation by lapse of time. The former is known in 
Mexico as "positive prescription", while the latter is designated 
"negative prescription ". Public, continuous, and peaceful possession 
under claim of title is necessary for positi¥e prescription. Under the 
Civil Code of 1932, title to real estate prescribes at the expiration of 
5 years, if possession has been enjoyed in good faith or if it has been 
recorded and, after 10 years if it was enjoyed in bad faith; in tht> 
last two cases the term is increased by one-third if it is shown that the 
adverse possessor did not cultivate the land or, if urban realty, it 
remained uninhabited the major part of the time, or he failed to 
repair it. According to the Civil Code of 1884, these prescriptive 
terms are 10 and 20 years, respectively. 

Title to personal property prescribes in 3 years when the adverse 
possession is in good faith, peaceful, and continuous, and in 5 wars 
if bad faith is present; the latter term is 10 years according to the 
Civil Code of 1884.11 

NEGATIVE PRESCRIPTION 

A person is released from his civil obligation, unless otherwise 
expressly provided, by the lapse of 20 years according to the Code of 
1884,, an~ 10 years ac<:ord~ to t.he Cod~ of 1932; as regards com
merci~i;l l'!ghts and obligations, t~us .term IS 10 years. The period of 
prescription generally has been. mdiCated under each kind of trans
action discussed in this bulletin: those not so treated are indicated 
hereinafter. ~If n? term is sp~cifi~d, then those just indicated apply. 

The followrng rights prescnbe m 2 years under the Civil Code of 
1932. and 3 under that of 1884. 
· 1. Fees, salaries, and any other remuneration for service!'; from 

the time these were rendered. ~' 

• Civil Code, 1932, arts. 1135-1157 ; ClvU Code, 1884, arts. 1059-1090. 
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2. Action by a merchant to collect the purchase price of objects 
sold to consumers, from the date of delivery if the sale was not made 
in installments. 

3. Actions by innkeepers, boarding-house keepers, and restaura
teurs, to collect for room and/or board owed them, from the time 
the lodging should have been paid and from the time the food was 
furnished. 

4. Civil liability for damages caused by. (a) written word or word 
of mouth, (b) persons, or (c) animals. The civilliabili~ for illegal 
acts not constituting crimes prescribes under .the Civil Code of 1932 
within 2 years. The former,runs from the day when the damage 
was caused or the injury was received or became known; in the latter 
case, from the day when the illegal acts were performed. · 

Pensions, rents, and any other periodical payments not collected 
at maturity prescribe within 5 years thereof; the prescription on the 
capital runs from the last payment made if no maturity has been 
fixed, otherwise from the maturity date. The obligation to furnish 
accounts, as well as the liquid obligations resulting therefrom, pre
scribe under the Civil Code of·1932 within 5 years; the term runs, 
in the first case, from the expiration of the administration, and, in 
the second, from the date of approval of the liquidation.12 

COMMERCIAL PRESCRIPTION 

The actions derived from acts of commerce are outlawed by lapse 
of time, which time is counted from the day on which they could 
have been instituted. The terms fixed by law in these cases may 
not be extended, but the period may be interrupted by (1) judicial 
demand which the plaintiff does not withdraw or in which he does 
not fail; (2) acknowledgment of the obligation; and (3) renewal 
of the document on which the creditor's right may be based. The 
new term runs in (2) from the day when made, in (3) from the 
date of the new document, and if in it the term of the obligation is 
extended, from the date of maturity of that term. 

The following actions prescribe within 1 year: (1) Actions by 
retail merchants in credit sales, from the date the sale is made, ex
ePpt where current accounts are kept; (2) actions by clerks to collect 
salaries, from the date of their leaving; (3) all actions derived from 
maritime or overland transportation; (4) actions to enforce liability 
against exchange or commercial brokers for obligations in which 
they intervene by reason of their occupation; ( 5) actions derived 
from life insurance, sea or land; ( 6) actions for services and mate
rials furnished to vessels, and for damages by fouling and average. 

A prescriptive period 00: 5 years is provided for actions (1) arising 
out of compa.ny or J?artnership contracts and transactions of similar 
nature, as regards rights and obligations of the company or partner
ship to its members, of the latter to the former, and of the members 
among themselves; and (2) which may be brought by the liquidators 
of companies or partnerships by rt'ason of their office. 

Action to recover the property in a vessel prescribes in 10 years, 
even though the one in possession lacks title or did not act in good 

21 Civil CooP, 11}32, arts. 115s-1164; Civil Code, 1884, arts. 1091-1109; Code of Com· 
ml'rce, art. 1047. 



78 TB..U>IXG L"'~o"D:ER THE LAW'S OP :uE.XICO 

faith. Actions derh·ed from bans on bottomry contracts prescribe 
in 3 years.u - . . . 

PrescriptiYe periods in commerc!.al matters will run ag~t mmo!'S 
and those under disability, but these may proceed aga~&--t their 
guardians ("tutores o curadores "). 

SUSPENSIOS A!l, JSTEJlllCPTIOS OF PRESCRIPTION 

The prescription of ciril obli~ation.s does not l'll!l' or:, ~fit h~ be~n 
to run, is suspended ( 1) as a9amst those l!Dder disability until their 
guardianship is determined; \2) between ascendants and descendants 
during_ the exb-tence of parental rights (" patria potestad ") as 
regat:<h the property of the latter; (3) between -spouses; (4) 
between those under disability and their guardians, during the 
guardianship; (5) as·agillnst those absent from the country; (6} as 
between coowners or cotenants with regard to the common property 
under the code of 1932; (1) as a~<;f; soldiers in actiYe war serrice. 

Prescription is interrupted if \1) the one in possession is deprind 
of it or of the enjoyment of the right for a period exceeding a year; 
(2) by suit or other form of judicial demand notified to the pffiSeSSOr 
or debtor; (3) by acknowled.,ament of the adnrse possessor or 
holder of the rights of persons against whom prescription is running; 
this acknQwledgment may be oral or written, or implied from pronn 
acts. The preseriptiYe time elapsed until the interruption occurs is 
In:.--t and prescription begins to run anew when the interruption ceases. 
The fact that a ~rson -;njoys property or right adYersely only for 
part of the prescnbed tune and then conYeys it does not cause the 
loss of the prescriptiYe time elapsed; the subsequent grantee mav add 
it to the period of adYerse possession he actually epjoys in order to 
complete the term required by law. 
- The i?terruptio~ of prescnption as regards a joint and senral 
debtor mterrupts It as to the other debtors; as regards joint and 
several credito!S, the interruption in favor of one benefits all. Where 
the creditor who consents to the dirision of the debt as recrards one 
~f the jo}nt and seve':al debtors o~y ~e~nds of him the co~pond
mg portion, the runnmg of prescnption !S not considered interrupted 
~ regards the others. In order that the interruption mav be effec
tive as regards all debtors not joint and senral their citation or 
acknowledgment is necessary. u ' 

a Code of Commerce. arts. 1038-10-18. 
u Chit Code. 1932, artL 111)5-lt 65; CiYil Code. 188-!. aru.. 1109-11.2!. 



VIII. MERCANTILE ORGANIZ..\TIONS 

The )!e.xican Code of Commerce includes in the term "sociedad" 
,·arious types of mercantile organizations, which in the l:nited 
States, generally, are whollv dissimilar-namelv, partnerships, cor
porations, and cooperatives. The reason forw this is principally 
historical and also the fact that corporations in Mexico are not 
creatures of the State but, like partnerships, arise by the will and 
contract of private persons.1 The distinction between civil and mer
cantile acts exists in this field, and, therefore, we have civil organi
zations (" sociedades civiles") as well as the mercantile organizations 
( ·• sociedades mercantiles ") ; the difference between the two lies 
chiefly in their purposes. If the performance of mercantile acts only 
is intended, the organization formed is mercantile, and must be in 
conformity with the provisions of the Code of Commerce; on the 
other band, if only civil acts, or both civil and mercantile acts, are 
intended, under the Civil Code of 1884, the organization is civil in 
nature and mav be formed in accordance with the rules of the cor:
responding Civil Code; howenr, the parties may form it as a mer
cantile organization and this is often the case in actual practice. 
The distinction between these two types of organizations is excel
lently brought out in a recent paper on liexican business law; 2 the 
reader, therefore, is referred to it., while we, in this brief summary, 
proceed to examine the law affecting the various kinds of mercan
tile organizations, namelv, the general partnership (" sociedad en 
nombre colectivo "), the partnership with limited silent partner or 
partners (" sociedad en comandita simple "), the share partnership 
(" sociedad en comandita por acciones "), the business corporation 
(" sociedad an6nima "), and the cooperative (" sociedad coopera
tin "). 

THE CO~TRACT OF ORGA~IZA TIO:S 

..lll mercantile organizations, properly formed, enjoy a juristi(} 
personality separate and distinct from their members. :Momentary 
associations or joint ventures and as..."'Ciations in participation 
(" asociaciones comerciales momentaneas o en participaci6n '') are 
recognized in Mexico as forms of business organizations, but are 
not ·• sociedades" and do not enjoy a separate persorw.lity; nor do 
these organizations require anv formalities or documents to evidence 
their existenc~ which may he established by any _of the ordinary 
means of provmg facts, and therefore are not subJect to registration 
in the Public Registry of Commerce.' 
~e formation of any mercantile organization requires the prep

aration of a contract of organization in the form of a public instru-

• For a fine hlstorll"<ll analy!'is <'f thla robject with citation of eoare<'!!. - Cornrnck and 
:.•~t~· The Mexican Law of Bc!'inesa O~Uons, 6 Southern California Law Review~ 

• Cormack and Barker, <'PUB dt. pp. 18'>-1!\0; Code of Commuc=e, art 89. 
1 Code of Commera!, arts. 90-{42 and 9So-{<9. 
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ment. It is drawn and protocolized by notary ~ublic (see pp. 54-
56) and subsequently registe~ed in the Public RegiStry of Commerce. 
It must set forth the followmg facts: • . 

1. The full names and addresses (" domicilio ") of the orgaruzers. 
2. The firm name and location of its domicile. 
3. The object of the entity, its period of duration and manner of 

computing 1t. · 
4. The> amount of capital; if shares are issued, the nature, ~umber, 

and value· the amount subscribed in case of share partnerships and 
corporatio~; a statement of _services, cash, cr~dits, or prol?erty 
contributed by each person With ~e value ascnbe~ to .each.lf:em. 

5. In case of a general partnership or partnership :'nth limited 
silent partner or partners, the names of the partners m charge of 
the affairs of the enterJ?rise, and the use of the firm name; as to the 
other mercantile orgaruzations, the method of management and the 
powers of directors and managers. 

6. The reserve fund of all organizations issuing stock, except 
cooperatives. 

7. The method of distribution of profits and losses. 
8. In organizations issuing shares, the participation of promoters 

in the profits and the manner of distributing same to them. 
9 .. Causes of dissolution before expiration of period of duration. 

· 10. Method of dissolution and manner of electing liquidators 
when not previously appointed. 

The oiDISSion of any of these requirements is ground for the annul
ment of the contract, at the request of any member. The absence or 
insufficiency of a contract of organization cannot be set up against 
a third-party who _has contracted with the organization; as to hi~ 
it exists de facto. .A:ny amendments or additions to the contract 
in question must be drawn with the same formalities as the original.' 

THE GENERAL PARTNERSHIP 

LIABILITY' OF PA.RT~oERS 

A general partnership is one in which all the partners are subject 
to personal unlimited liability, jointly and severally, for all the 
transactio~ ?f the en~rp~se,_ which liability prescribes 5 y~ars 
after publica bon of the bqmdation of the company; any stipulatiOns 
to the contrary will not affect third farties. The firm name may 
consist of the name of the members; i those of all are not included, 
the words " and company " (" y compaiifa ") or their equivalent 
must be_added_; the abbre':iation "' & Cia." is most commonly used to 
meet th1s reqUirement. "\"\ hen the partnership succeeds to the name 
right:;; a~d obligations of another, the word." ~uccessors" (" suce: 
sores ) lS added to t~e ~rm name. "\Vh~n this lS done, members of 
the pr~ec~or orgaruzahon are not subJect to personal liability for 
the obligations of the new by !eason of the use of their names. Only 
the partners expressly authonzed to do so may use the firm name· if 
any one does so without authorization, he does not bind the entity but 

a Code of Commerce. art. 95. 
• Code of Com.merce. art&. 95-91 8.11d k 
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is himself civilly and criminally liable. Those who permit the in
clusion of their names in the firm name become subject to the same 
liability as partners.8 

• 

RIGHTS AND OBLIGATIONS OF PARTNERS 

In the absence of stipulations to the contrary, the assignment of 
their rights without the consent of the other members is denied to 
the partners; nor may new partners be admitted without such con
sent. However, industrial partners may never assign their rights. 
In the sale or assignment of the interests of a partner, the other 
partners have a preferential right of purchase (" derecho del tanto ") 
for 15 days after notification of the proposed operation. 

As regards the partnership, the partners incur the obligation of 
depositin~ in the common fund, in the stipulated terms, the portion 
of capital which they agreed to contribute and to guarantee the 
title and peaceful enjoyment and absence from hidden defects of the 
property they contribute. The entries in the books of the partner- · 
ship constitute sufficient proof that a. partner has paid his contribu
tion; however, managing partners must prove this by other sufficient 
evidence.· If a partner delays in paying his contribution and the 
entity does not elect to rescind the contract of organization but to 
receive payment, it must be made with the corresponding interest 
accruing during the delay, and such other payments which may be 
due as damages suffered by the partnership on account of the delay. 
The industrial partner may not engage in any other occupation, 
either on his own account or on that of another, unless the organ
ization expressly allows him to do so; in that case the capitalist 
partners may exclude him from the partnership, depriving him of 
the benefits due him in the organization or taking advantage of 
those accrued to him in violation of this provision. Any partner 
may examine the condition of the enterprise and its accounting and 
make the claims deemed necessary to the common interesU 

MANAGEMENT OF THE PARTNERSHIP 

Unless the management of the partnership is intrusted to certain 
partn{'rs all the members may share in the conduct of its affairs. If 
t~ere is no a~reem{'nt among the managing parties, the majority may 
bmd the entity, but it is liable personally to the partnership for the 
damages which its action may cause. Managing partners designated 
~y the contract of organizatiOn may not be removed exce.rt by unan
Imous consent or judicially for fraud, fault, or incapacity; in turn 
the managing partners perform their duties until the termination of 
the partnership and are liable to it for the damages caused by their 
1,1egligence in the conduct of the business. At any time an interventor 
m the management may be appointed by the majority; this may also 
be done whenever the removal of the managing partners is judicially 
requested. 

The managing partners may exercise all the powers necessary in 
the conduct o'f the business; but they may not sell or mortgage the 

• Code of Commerce, arts. 100--105 and 153. 
1 Code of Commerce, arts. 106--112 and 123. 
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immonble property of the enterprL<:e unless expressly authorized 
to do so. If they riolate the powers granted or use the ~ name 
for their own ends or deal on their own account, they are liable to 
the organization for the damages which may be caused thereby_ in 
addition to the criminal liability prorided in such cases. llanagrng 
partners must render accounts at any time when S<! requested ~y the 
majori!J' of members. They may not deleg~te therr powers Without 
authonty to do so, but they may grant certam powe~ for the _trans
action of certain operations relating to the partnership, on theu own 
responsibility. . 

.All partnership matters must be decided by majorit): Yote and 
without riolating the rights of the p~~ as pronded m ~h~ co~
tract of organization, unless othe~. stipulated; the ID!lJOrity. IS 

determined by the amount of contnbution-conseqnently, mdustnal 
partners may haYe no Yote. HoweYer, if a person has contributed 
onr one-half of the capital, the Yote of another is required to constitute 

_ a majority. The contract of organization may be modified only by 
the consent of all the partners. 8 

• LIQUIDA.TIOY OP -PA.JIT!o"EBSJJJPS 

Upon dissolution of the partnership it must be liquidated, within 
6 months in the absence of agreement to the contrary; the words 
"in liquidation" ("en liquidacion ") must then be added to the firm 
name. The liquidators may be designated in the contract of organ
ization or when the dissolution takes place; they may not be remond, 
if designated in the partnership contract, except for superrening 
cause conside-.:-ed sufficient by all the partners or by a court; in case 
of their _failing through death, incapacity, or for any other reason, 
they must be replaced by unanimous vote of the members. When 
the liquidators assume control the functions of the managing part
ners cease and no new obligations may be contracted. In addition 
to any other express instructions set forth in the partnership contract 
the liquidator must {1) make an inventory of the assets; (2) demand 
an accounting from the ma~aging partners; (3) present monthly 
statements to the partners which they may verify from the books and 
papers of the organization; (4) keep the books required by law; (5) 
collect debts due the partnership and pay the obligations it owes; 
{6) liquidate the particular account of each partner; {7) make the 
division of assets; {8) not settle or incur obligations Unless so ex
pressly authorized. The liquidators are liable to the members for the 
damages caused by their fraud or nesligence. 

Partners have the right to ascertam the condition of the organi
zation during the liquidation by inspection of the documents in 
which it is being recorded. The books and payers of the oruani
zation must be kept by the liquidators until their operations t:'rmi
nate and then by the managing partners for 10 years more.• 

RIGHTS OP ACTION 

. The partners may sue the liqui~at~rs for the amounts due them; 
m turn, they ma~ be sued by the liqwd~tors for any exces..::es paid to 
them. The creditors of the partnership may sue the liquidator to 

• Code of Commel'ff, arts.. 113-123. 
• Code of Comm~. arta. 13s-U3 and 147-Ut. 
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collect the obligations due them, but these will be satisfied only to 
the extent of the assets of the enterprise; the creditors may then sue 
the ;partners, jointly or severally, for the residue. The personal 
creditors of a partner have no rights in the enterprise other than to 
attach the share of the debtor partner and to receive it at the Sllltle 
time and manner that the partner would have obtained it. However, 
if the debt was incurred before the formation of the partnership, the 
creditor of the partner may attach his share, request the liquidation 
of the or(J'anization, and demand immediate payment to him of the 
debtor's share. If a partner dies, his personal creditors may demand 
the liquidation of the organization unless its continuation with the 
heirs had been stipulated.10 

DIVISION OP ASSETS 

The capital or profits of general partnerships may not be divided 
until after dissolution and liquidation unless the contrary is ~ipu
lated. Upon the termination of a partnership a general balance will 
be made in order to determine the profits earned or losses incurred; 
the amounts paid to the partners from time to time are deductible 
as advance except those paid to industrial partners by way· of sus
tenance. If nothing is ,stipulated in the contract of organization 
with regard to division of profits and ·losses, the division is made 
between the capitalist members in proportion to their contribution; 
the industrial partner in this case is entitled to share in the profits in 
the same proportion as the small~ capitalist partner. · If there are 
several industrial partners, one-half of the earnings will be divided 
between them in equal shares, but in no case do they share in the 
losses, in the absence of stipulations to the contrary. Whenever the 
share of each partner in the earnings is fixed, he shares in the losses 
in the same proportion: The division may· be objected to by any 
partner within 60 days after notification .or removal of any legal 
Impediment to his doing so; after this period he is deemed to have 
approved it. Any stipulations excluding one or more partners from 
participation in the profits, or depriving the heirs of a partner of 
their right to demand an accounting, and the payment of capital and 
profits, are null and void. 

The division of the assets by the liquidators may not be made until 
all the liabilities of the organization are discharged. However, par
tial payments may be made to the partners if not inconsistent with 
the interest of the creditors. In the absence of express stipulation 
the division must be made in accordance with the following rules: 
( 1) If the assets are capable of easy division, each partner will be 
given his corresponding portion; (2) if the assets are of different 
nature and not capable of division into the proportional parts to 
which the partners are entitled, the division will be made as nearly 
as possible in the proper proportions and those members receiving 
less than is due them will be given obligations to pay imposed on 
those who received more than they were entitled to; (3) the assets 

.may be divided into portions upon agreement of the partners and 
drawn by lots between them; (4) if the liquidation is made because 
of the death of a partner, the division or sale of real estate will 

10 Code of Commerce, arta. 15~152. 



84 TRADING UNDER THE LAWS OF MEXICO 

be made in accordance with the rules of the Code of Commerce, even 
though the heirs of the deceased are minors. The partners may 
object to the division within 8 days after its notification.11 

RESCISSION AND DISSOLUTION 

The organization contract may be rescinded as regards one part
ner whenever he {1) uses the firm name or assets for his own pur
poses; (2) performs a managerial function without authori~y; (3) 
is guilty of fraud again,st the partnership; ( 4) does not d~hver all 
or a portion of the stipulated capital; ( 5) performs operatiOns pro
hibited by law or contract; or (6) fails to per.form the personal 
services due to the ·organization without cause. The excluded part
ner is liable for his proportion of the losses, but his earnings and 
capital will be retained until all operations pending at the time of 
resci.ssion are terminated. 

A general partnership is dissolved {1) by mutual consent; (2) 
because of completion or impossibility of purpose for which organ
ized, or expiration of the term of. duration; (3) upon the loss of 
two-thirds of the assets, or of one-third if the partner demands 
the dissolution; ( 4) by the death or incapacity of the indl.tstrial 
partner if he brought the partnership into existence, or of any 
capitalist member; dissolution in this mstance may be obviated by 
providing in the organization contract that the par:tnership may con
tinue with the heirs of the deceased members or between the sur
viving partners; in this case the J?Ortion of the deceased must be 
liquidated and delivered to hi.s he1rs; (5} by the incapacity of a 
managing partner, at the request of another partner; {6) upon the 
revocation of the appointment of a managing partner, if dissolution 
is requested by any member; (7) because of the judicially declared 
bankruptcy of the organization .. The member who asserts his rights 
under {3), (5}, and (6} above cannot prevent the termination of 
pending ne~tiations, and until this is accomplished the division of 
the asset,s w1ll not be made. Notice of dissolution must be published 
in order to bind third parties, unles ;tis caused by the expiration of 
the term of duration. The shares of a deceased partner must be 
liquidated and paid to his heirs, whenever the partnership is to 
continue with the surviving partners.12 

PARTNERSHIP WITH LIMITED SILENT PARTNER 

In the partnership with limited silent partner or partners there 
are two groups of members, those whose names appear in the firm 
name .and ":ho 1!-re p~rsonally, jointly, and severally liable for part
nerslup obbgatwns m the same manner as partners in a general 
part~ership, and those whose liability is limited to the capital 
contnbuted but whose name does not appear in the firm name and 
'!ho may not ~ngage at any time in the management of the organiza
tion. The former are Imown as "socios comanditados" {active 
partners) and the latter as " socios comanditarios " (silent partners). 
In the ~rm name the nature of the entity is defined by the addition · 
of "soctedad en comandita" after the individual or trade name of 

n Code ot Commerce, arts, 125-180 and 144-146 
u Code of Commerce, arts. 181-187. • 
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active partners; if the names of all do not appear the words "Y 
eompafiia " or '" & Cia." must be added to the names used, followed 
by •• ~;ocieuad en comandita ", o_r !flOre usually," S. en 9·" . 

A silent partner becomes JOmtly and severally hable to th1rd 
parties for all the transactions of the organizati?n ~n which he ta)r~s 
part, and for all operations of the partnership If he manages It 
habitually or permits his name to appear in the firm name. Acts 
of advict>, of the giving of authority, or of supervision, performed 
in accordance with the organization contract, are not acts of manage
ment. However, whenever the managin~ partner dies or becomes 
incapable and his substitution is not provided for in the contract of 
organ~ation and the entity is to continue in operation, a silent 
mt>rnbt>r, if there are no other act~ve partners, may transact the 
urgent or routine matters during a month thereafter and will be 
liable only for the execution of his duties. Silent partners may 
asct>rtain the condition of the organization only at the trmes provided 
in the partnership contract, but they may judicially request at any 
time the exhibition of the books and papers of the enterprise. 
Silent partners may not receive anythi.Dg from the partnership 
t-XcPpt out of profits determined in the manner indicated in ~he 
partnership agreement, the managers being liable for any payments 
not made accordingly. All the provisions governing general part
nerships apply to the ones herein discussed except as otherwise 
indicated above.11 

SHARE PARTNERSHIPS 

This organization is similar to the preceding one, except that the 
contribution of the silent partners is divided into shares and that 
thP firm nome need not include the name of any of the partners, in 
which case the words "sociedad en comandita por acciones" must 
be added to it. The names of the active partners who are to manage 
the business must appear in the organization contract. Share part
nt'rships must have a" vigilance council" (" consejo de vigilancia ") 
<·omposed of three of the silent partners1 appointed by the general 
meeting. This council must examine the books, cash, portfolios, 
and securities or paper (" valores ") of the organization and present 
to the meeting an annual report pointing out any irregularities Ot" 

inexactitudes found in the inventorit>s and balances, and settin.,. 
forth the reason for its opposition, if there is one, to the payment of 
dividends proposed by the managing partners. These reports must 
be available to members, at the o~ces of the enterprise, at least 1 
month before the meeting is held. The liability of members of the 
council is the one prescnbed for agents under the general rules of 
law. Unless otherwise stipulated in its contract of organization, a 
shar~ partnership _is dissolve_d by the death, incapacity, or disquali
~catwn of the active managmg partner or partners; in these cases, 
m the a~s~nce of provision to the contrary, the council may appoint 
an admimstrator (manager) to transact all urgent or routine acts 
until a meeting of partnPrs is callPd within a month thereafter. The 
provisions governing business corporations (" sociedades an6nimas ") 
not inconsistent herewith are made applicable to share partnerships. 
Shart>s of active partners may newr be issued to bearer.14 

u Code of Comm,.ree, arts. 154-162. 
u Code of Commerce. arts. 226-:!37. 
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BUSINESS CORPORATIONS 

This comment is limited to the form of corporation set forth in 
the Code of Commerce. Companies may !>e formed in Mex;ico for 
bankinO" railroads and certain other speCial purposes, but m such 
cases tl~~ir organiz~tion and operatio~ are governe~ by.speci~llaws. 
The "sociedad anonima ", as the busmess corporation lS des1gna~ed 
in civil law, more closely appro~ates the C?~on-law ~orporat10n 
than does any other form of :Me:nc~n orgamz.at10n, !in~ IS the. most 
widely used in large-scale commercial opex:ations wit~ ~~e~co. 

The firm name of these Mexican compames must be md1cahve of 
their purpose and there must. be added theret.o the w?rds ." s~i~dad 
anonima ", commonly abbreviated "S . .A." The capital IS d1V1ded 
into shares, the liability of the shareholders being limited to the 
ext~nt of the amount represented by the shares held. However, if 
a shareholder allows his name to appear in the firm name he is 
jointly· and severally liable, with the corporation, for all company 
obligations.15 

ORGANIZATION OF -CORPORATION 

There are two ways of organizing a company in Mexico, namely, 
by public subscription and privat~ly by the action of two or more 
persons drawing up a proper company contract. . Under the former 
method the promoters issue and publish a prospectus containing the 
projected articles of association and bylaws (" estatutos ") with all 
necessary explanations, calls for payment on capital, and the proof 
of the value of any property which any member may contribute. 
The estatutos must contain all the matters which contracts of 
organization normally must contain, and must also set forth the 
manner of calling and holding the first meeting of shareholders. It 
is apparent, therefore, that in the formation of companies by public 
subscription no contract of organization is necessary. The stock 
subscription must be subscribed in one or more copies of the pros
pectus and must state the names or firm names and domiciles of the 
subscribers, the number (written out in full) of shares subscribed, 
the date of subscription, and the declaration that the subscribers 
know and accept the proposed articles of association and bylaws, the 
whole ~rtified by two witnesses. .As regards capital, the followinO" 
requirements must be complied with: (1) It must be fully subscribed 
and 10 percent of the cash capital must be paid in; (2) if all or part 
of the assets consists of contributions of securities, personal or real 
property, it must; be represented by paid-up (" liberadas ") shares of 
stock; !'-nd (3). If ~0 l?ercent. of the value of the s~ock payable in 
money IS not paid Within the trme fixed. the shares will be considered 
as not subscribed. The payment of calls requested on subscriptions 
must. be made by. the su~scribers, by delivery to the bank or com
mercial ~,ouse ~e~Ignated ~the pr?spectus, to be delivered to the di
rectors ( admimstradores . ) appomted at .the fi_rst .meeting of share
holders held after protocohzabon and regiStration of the articles of 
association and bylaws; this money will he returned to the subscribers 
if the company is not organized. After the capital is subscribed and 

• Code ot Commerce, arts. 163-16:). 
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the amount just indicated is paid in, the first meeting of the stock
holders will be called for the purpose of (1) verifying and approving 
the calls as well as the value given to the property contributed by 
one or more subscribers who may not vote on: the matter; (2) dis
cussing and approving the bylaws; (3) determining the share in 
the profits reserved by the promoters; (4) makin~ the appointment 
of directors, managers, and examiners to act durmg the term fixed 
in the bylaws. .A list showing the number of shares and the votes 
which the stockholders represent must be signed by those present at 
the general meeting and attached to the minutes of that meeting. 
This record and the articles of association and by-laws are proto
colized and then registered in the Commercial Registry, after the 
meeting; this completes the formation of the company.16 

The simpler and more usual way of organizing a company in 
l\Iexico is by preparation of a contract of organization· (articles of 
incorporation) signed by the organizers and setting forth the re
quirements governing the capital, etc., as indicated above under 
the heading "The contract of organization." This contract, accom-· 
ponied by proof of the value of any property taken in payment for 
stock, must be protocolized and registered. The bylaws are approved 
at the first general meeting called in the manner prescribed by the 
company contract . 

.All operations performed by the organizers of a corporation, except 
those necessary to organize it, are void unless approved by the gen
eral meeting; the assignment or sale of shares by subscribers or 
organizers before the company is legally constituted, is also void.U 

SHABES OP STOCK AND B0:!\'1> ISSUES 

The capital of a company is divided into stocks of equal par value, 
nominative or t{) bearer, common or preferred; the issue of no-par 
stock is not allowed. Each certificate must set forth: (1) The 
name of the company and its domicile; (2) the date of organization; 
(3) the amount of capital, the amount paid up by the stockholders, 
and the total number of shares; (4) the duration of the company; 
and ( 5) the rights granted to shares by the company contract or 
bylaws. Different classes of stock may have a different number of 
Yotes, and the number may vary upon different questions, but a class 
may not be depri¥ed entirely of voting power upon any subject. 
Each certificate must be signed by the officers as provided in the 
bylaws. Shareholders of a designated class, or. those holding less 
than a certain number of shares, may be deprived of capacity to hold 
office. Different classes of st~ may be given different percentages 
of the prcfits, or the preferred may be given a certain percentage 
before any payment upon common; the preferred may not, however, 
be guaranteed a certain amount upon dissolution before payments 
upon common.H . 
~ register of nominative shares must be kept by each company, 

which must state: (1) The name of each stockholder and the number 

,. Code of Commerce, arts. 167-174 and 21, subdivision 6. 
11 Code of Commeree~ arts. 166, 175-17i. 
u Code of Comlilerce, arts. 1 iS-180; Cormack and Barker, opus. cit. p. 207. 
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of his shares; (2) the amount paid in on the ~ares; (3) _the ~ansfers 
of stock, with their dates, and the converswn of nom.matil"e stock 
into bearer whenenr permitted by the bylaws; and (4) .a statement 
of the shares deposited as guarantee for the acts of drrecto~ and 
examiners. Entries in this regh.--ter sene as proof of ownership of 
nominatil"e shares; transfers are made by anot:Jler en~ da~d and 
~"lled by the transferor and transferee or theu- authoriZed agents, 
certifications of which may be issued by the company to those who 
~h them. or new certificates of stock may be issued to the transferee. 
The transfer of bearer shares is effected by delivery. Each share is 
indivisible and therefore when one is owned by several persons, they 
must have a common agent de;::ignated by them or by a court. if they 
do not agree on one. 

The contract of oruanization may forbid the transfer of shares 
until fully paid. Th;' company _may sell the shares of stockholde!S 
who fail to pay subscriptions or calls unless otherwise prol"ided m 
the bylaws, and may apply dividends to the discharge of these pay
..ments. In case of bankruptcy unpaid calls may be collected upon 
nominative shares but not upon bearer stock. Companies may not 
buy in their own shares except in the following cases: (1) When 
paid-up shares, issued for property other than cash ("' acciones 
liberadas "), are bought with the consent of the general meeting and 
with profits not belonging to the reserve fund; (2) when the pnrchase 
is made upon authortzation preriouslv ~in the bylaws; and 
(3) when made with the assets, provided all formalities gonrning 
reduction of assets are observed. Purchases which contranne the 
above provisions are not void unless the vendor acted in bad faith,. 
but the directors and the general director who authorized the trans
action are personally liable for the damages caused to the company,. 
in addition to any criminal liability. In no case may companies 
advance money or make loons on their own stock.18 

JIEETJXGS OF STOCJmOLDEBS 

The management and operations of a company are conducted 
through the following agencies: The meetings of stockholders. 
(" a~ble~, de accionistas "), the boar~ of directors (" consejo de 
administracwn "), the managers (" directores "), the examiners 
(" comisarios "), ~d the ad rise~ (" con...c;ejo consultivo "). The 
stockholders' meetings may be ordmary or extraordinary and must. 
take place at the company's domicile; the former mo...~ be held at 
le~ once a year after the close of the business year (or fiscal year), 
while the latter may be called at any time. These meetin!!S have the 
amplest power to car:y o_ut or ratify company acts, and :ay amend 
the ~ntract of organtzahon ~nd bylaws unless otherwise 8tipulated. 
lieet~. are called_ by the directors or examiners by publication of 
a notice m.the official newspaper of the State, district, or territory 
where the company is domiciled, settincr forth the matters to be con
sidered. . The holders of over one-half of the assets mu...c:t be repre
sen~ either personally o~ b~ proxy, but if this quorum is not. 
available, a second convocation JS made for a meeting to be held with. . . 

... Code of Co~c:e. arts. 180-1SG; see p. 3G for romm~nt on bond l.s&ues. 
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such stockholders as may attend. Directors may not ~~;ct as proxies. 
The number of votes to which stockholders are entitled and the 
manner of computing them is determined by the bylaws. It must be 
rrmembered that stocks may be of different nature, such as paid-up 
or not common and preferred, etc., and therefore it is well to define 
precis~ly the voting privileges of each; so that at meetirtgs all 
controversies over the matter may be avoided. 

The resolutions of the general meetings must be approv.ed by 
at least a majority of the votes of shares represented. \Vhenever 
the company contra.ct or bylaws do not otherwise provide, the 
representation at the meeting of three-fourths of the capital and 
the favorable vote of a number of stockholders representing one
half of said capital is necessary in the following cases: (1) To 
dissolve the company in advance, unless done because of the loss 
of one-half of the capital; (2) to consider the extension of its 
duration; (3) to merge with other companies; (4) to reduce or 
increase the capital; (5) to change the object of the company; and 
(6) any other amendment of the bylaws or contract of organization. 
When an increase in capital is authorized it must be made with all 
the formalities and conditions prescribed for the formation of a 
company. The amendments indicated in (2), (3), (4), and (6) 
above must be set forth in public instruments to be recorded in the 
commercial registry. 

The ordinary meeting must: (1) Disc-qss, approve, or modify the 
general balance, after hearing the examiners; (2) appoint the 
members of the board of directors; (3) appoint the examiners; 
( 4) determine the compensation of the examiners and members of 
the board of directors, if not fixed in the bylaws; and (5) any other 
matter set forth in the notice. Extraordinary meetings may be · 
held whenever called according to the bylaws, ~nd with at least a 
month's notice, and when a written request for its call, specifying 
the questions to be submitted to the assembly, is made by share
holders representing one-third of th~ capital stock . 

. It is suggested that provision ~e made in the bylaws not only 
w1th regard to the manner of votrng stock but also concernin(J' the 
date. of closinf(J' the ~t.ock register of nominat~ve shares, b~fore 
meetrngs or o depos1tmg bearer shares precedmg that event, in 
order to ascertain more readily who is entitled tO vote. All minutes 
of each meeting must ~e p_repared in duplicate and to one copy 
must be appended the hst signed by all stockholders present, with 
nn indication of the number of shares and votes they represent 
The minutes ("aetas") must set forth the date of meeting, th~ 
names of persons present, the number of shares each represents 
the number of votes eac~ m!ly cast, _the resolutions approved, th~ 
votes c~st when the votm~ Is not VIva !oce (" econoJ?ica "), and 
everythmg necessary to a tull understanding of resolutwns.20 

THE BOARD OF DIRECTORS 

The actual ~anagement of a company in Mexico is conducted by 
the board of directors and one or more managers. Advisory b::>ards 
(" consl:'jos consultivos ") may be appointed outside of the domicile 

10

11C1 ode of Commerr!', arts. 201-211 and 41 ; Cormack and Barker opus cit p 208 • FullPr 
on e.xlcan Corporation Laws, p, 110. ' • · ' 
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to perform acts and manage the affairs of the enteq~rise in tl1e 
manner provided in the bylaws or company contract. ~uch boards 
cannot lawfully perform the duties vested by law in the board of 
directors. . 

Unless the contrary is stipulat«.>d in the _bylaws, the I;x>ard of 
directors enjoys the fullest powers in conductm::;- the operations of a 
company. The members of the board are appomted by _the general 

· meetino- of stockholders· however, the)' may be named m the com
pany ·c~ntract.. ~irecto~ may be reelected. ~nless otherwise pro
vided. V acanCJes m the board may be filled m the manner pronded 
in the bylaws. Directors must act personally, newr t_hrough agents, 
and must deposit with the company the shares which th~ bylaws 
require as guarantee of faithful performance. . They mcu~ no 
personal obligation. in the disch~rge .of .t!teir dubes but are ha~le 
to the company as Its agents, which liability may be made effech\·e 
only by the ~eral meeting- of stockholders or by a person author
ized by it. If a member of the board of directors has an interest 
in a transaction adverse to the company, he must make it known. 
Directors may not vote at meetings of shareholders to approve the 
accounts, nor on resolutions affecting their personal liability. 

Meetings of the board of directors are held generally at the 
domicile of the company, but provision may be made in the bylaws 
for holding them at another place. Minutes of such met>tings must 
be kept in Spanish, setting forth the date, the names of the persons 
present, and the resolutions approved; this r£>eord must be signed 
by the persons so authorized in the bylaws. The board of directors 
is known in Spanish as the "Consejo de A.~inistra~i6n '~.u 

MANAGERS 

The transaction of the business of a company as well as its repre
sentation must be entrusted to one or more general managers e· tli
rectores generales"), whose appointment, dismissal, and duties will 
be prescribed in the bylaws and whose liability is that of agents. 
llessrs. Cormack and Barker in their comments on llexican cor
poration law designate these officials as "executives" and, as re
gards their functions, state: " It is the theory of the code that the 
executives of the organization together shall constitute an executi¥e 
board, paralleling the administrative boa1·d-the board of directors. 
In modern practice, however; the board of directors decides all mat
ters o~ importance and one of its members usually acts as the chief 
executive officer of the company. Under him there is commonly a 
'gerente' (manager), in charge of the routine conduct of the busi
ness. The employet>s in charge of the different departments of the 
business are sometimes known as sub~anagers (' subgerent£>s '). 
The th£>ory of the code that the executives shall constitute them
selws into .a board !s disregar.ded almost universally. This is one 
o_f the rare mstan~es m the )lexiCan law where failure to comply with 
hterallegal reqmrements pro?uces no ill results, because of the fact 
that the powers of the executives are left so completely in the hands 
of the stockholders." 

a Code of Commer~ arta. 188-195; Fuller, opus dt. pp. 4~0. 
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It is usual to provide in the bylaws for a president, a vice presi
dent, a sPrretary, a treasurer, and a general manager. The president 
is gen('mll.v empowered to preside over all meetings of shareholders, 
to cast tlte deciding vote at directors' meetings, to sign company docu
ments, to rrpresent the company before administrative and JU~icial 
authorities, and to execute powers of attorney. The vice president 
usually exercises the functions of the president in the absence of 
the latter, while the secretary keeps the minutes of meetings of stock
holders and of directors and may sign certain company documents. 
The treasurer is given the custody of company funds, as well as val
uable papers, and pays all obligations of the enterprise, the corre
sponding- checks bemg siFned by him and countersigned by the officer 
indicated in the bylaws tor such purpose. The general manager cus
tomarily is given control over the employees of the company, signs 
the correspondence, and manages the business in accordance with 
instructions of the board of directors and in cooperation with sub
managePs.22 

EXAMINERS 

The general meeting of shareholders must appoint one or more 
examiners (" comisarios ") for the purpose of inspecting all com
puny operations, to examine the books, correspondence, minutes, and 
all company documents and papers. The shareholders, therefore, 
mav not act in this manner themselves. The examiners must be 
sluireholders and must deposit a certain-number of shares in order 
to exercise their functions. They may be designated iriy the company 
contract the first time and may be reelected and dismissed by the 
general meeting in spite of any provision to the contrary. The an
nual balance sheet must be examined by them. Although examiners 
may not impede the directors or managers in their functions, they 
may prevent any injurious action on the part ofthese officials through 
tlwir power of calling a meeting of shareholders and laying before 
it the results of their investigation, with all details and their recom
mendations as to the proper course to pursue. However, it is re.:. 
ported that in actual practice the rights of minority stockholders are 
inadequately pn>tected, since the examiners represent the majority 
interest which ·elects .them and cooperate .with the board of. directors 
and the managers; the tendency, therefore, is for them to be per
functory and ineffective in the performance of their duties. Their 
liability is that defined under the general law of agency.23 

DIVIDENDS, RESERVE FUND, AND ACCOUNTS 

D_ividends may not be declared and. distributed by Mexican com
pames except from profits as set forth m the balance sheet; however 
the bylaw~ or company contract may provide that shares of stock 
may earn mterest of not over 6 percent annually, during a period not 
to exceed 5 years. In the latter cases, such interest is considered 
Its J>lll't of the eost of organizaticm. Stockholders may never be 
fot·ced to return dividends received by them. · 

10 Colle ot Commeret>, art. 197; Fuller, opus cit., pp. 60-66; Cormack and Barker opus 
cit., I'· :!11. ' 

c~ l:ode of Commerce, arts. 198-:!00 nnd 204; Cormack and Barker, opus cit., p. 211. 



"The code contemplates that the declaration· and distribution of 
dividends shall be made by the stockholders, but the cont~act of 
organization or the bylaws often empower the board of dn~cto~s 
to distribute anticipatory dividends. It is a common practice m 
:Mexico to authorize the directors in this manner to declare and pay 
dividends from profits of the current business year at any time 
during such period, &nd without awaiting special authorization from 
the meeting of stockholders. 

·A reserve fund must be created by Mexican busineSs corporations. 
A portion of yearly dividends, not less than 5 percent, must be set 
aside for this purpbse until such fund amounts to one-fifth of the 
capital. stock of the company. This fund may be diminished by 
such circumstances as loss, purchase of company's own stock, or 
distribution to shareholders of interest on stock as indicated above; 
in such case the fund is replenished by setting aside sums in th~ 
manner indicated above. -

Companies must publish annually, in the official newspaper o! 
·· the State: district, or territory wherein domiciled, a balance sheet 

setting forth the assets, the amount paid in and yet to be paid, cash 
on hand, and the several accounts making up assets and liabilities.u 
In practice this legal requirement is commonly ignored. 

DISSOLUTION AND LIQUIDATION 

The dissolution of a company ta:kes place by: (1) Action of the 
stockholders at a properly constituted meeting (see p. 88); (2) the 
expiration of the period for which the company was organized; 
(3) the loss of one-half of the capital, provided that the dissolution 
under this head is approved at a general meetin~, by a vote of the 
majority of stockholders representing one-half of the capital (does 
not apply to share partnerships); (4) the bankruptcy of the col)l
pany, legally declared. 

As soon as the general meeting of stockholders decides to dissolve 
the company, it must appoint the liquidators; if it does not, the 

·judicial authority may be r~quested to do so. These officials may 
have been provided for beforehand in the company contract or, if 
not, the manner of electing them must be set forth therein, as well 
as the basis upon which the liquidation will be effected. Their 
appoin~ent terminates the powers of the directors who, however, 
must assist them whenever so requested. The accounts of the direc
tors during the period intervening between the last balance sheet 
appr?ve~ and the ope~ng of the liquidation, must be presented to 
the bqmdat()rs for the1r approval. When one or more directors are 

. appointed liquidators these accounts must be published in two or 
more newspapers at the domicile of the company too-ether with 
the final balance she,~t ?f tp~ liqui~ation; but if this 'ext;'nds beyond 
a company year ( eJerciCIO social"), the accounts in question 
must be attached to the ~rst balance sheet which the liquidators pre
sent to the general meetmg of shareholders. However if the liqui
dation lasts mo.re than a year th~ liquidator must prepa~e the annual 
balance sheet m accordance With the legal requirements and the 
bylaws. 

• Code of Commerce. arts. ~13-215; Fuller, opus cit. pp. '13-'17 aud '11-'12. 
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As soon as the liquidation is finished the liquidators must prepare 
the final balance sheet, with an indication of the portion of the as
sets corresponding to each share. This must be published during 
30 consecutive days in one or more newspapers at the company's 
domicile. The shareholders, within 15 days after the last day of 
publication, must present their claims to the liquidators. There
after a meeting of shareholders must be called and pass on these 
claims by majority vote, each share having one vote.. After the 
expiration of the 15 days without presentation of a claim, or after 
all claims are disposed of, the final balance sheet is considered as 
approved. However, the liquidators remain liable as agents of the 
company for their acts in the distribution of the assets. The sums 
belon"in.., to stockholders and not collected within two months after 
the d;te ..,when the final balance sheet is considered approved, must 
be deposited in a bank with an indication of the shareholder's name, 
if the stock is nominative, or the number thereof, if "to bearer", to 
be paid to the person indicated or to the holder of the corresponding 
share. · 

Books of account of a dissolved company must be preserved 
by the Public Registry of Commerce wherein deposited by the 
liquidators. 21 

MERGER OF COMPANIES 

Companies as well as partnerships may merge in :Mexico upon 
resolution approved by each organization. The merging organiza
tions, however, are considered dissolved insofar as those members 
who do not assent to the merger are concerned. Publication by cir
cular and newspaper (seep. 12) must be made. Each entity must 
publish its last balance sheet, and the ones which cease operatiE,g the· 
plan proposed for discharging their outstandinf! liabilities. unless 
the immediate payment of ·an liabilities or the deposit of like 
amounts in a bank is made, or the consent of all creditors is ob
tained, the merger may not take effect until 3 months have elapsed 
after publication of the stipulations for the merger. During this 
term any creditor of the merj!ing organizations may oppose the 
merger until his credit is satisfied. Debts payable in installments 
mature immediately in case of merger. After the merger is consum- · 
mated the continuing entitY' or the one created- by it assumes all the 
ril!hts and obligations of those which are extinguished. If a new 
entity results from the merger it must be organized in accordance 
with the prerequisites previously indicated.28 

COST OF INCORPORATION 

No accurate estimate on the cost of organizing a :Mexican company 
can be made, because the amount of fees and stamp taxes collectible 
depend J?rimarily upon the amount of capitalization and the length 
and intricacy of documents to be prepared. In the more usual man
ner of incorporating, as distingmshed from the public subscription 
method, it might be well to consider the following iteiDS of expense: 

• Corle ot Commerce, arts. 21~225. 
• Code of Commerce, arts. 260--264. 
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1. Preparation of articles of incorporation. as a notar~al docu
ment: (a) Notarial fees vary. in accordance. w1th a~ount 1m·olve~; 
(b) stamp tax 1 per thousand on the amount of capital set forth m 
the company c~ntract; (c) protocolization ~tamp tax, 1 peso per leaf; 
(d) certified copy (testimoni?) of the articles, 1 .pe~o per lea~. In 
calculating (c) and (d) collSlder that pag~s are limited _to a s1ze of 
35 by 24: centimeters and to a. total of 80 lines on both :;Ides of each 
hat . 

2. Preparation of bylaws: (a) Notari~l fees vary m accordance 
with amount involved; (b) protocolization st.amp tax, 1 peso per 
leaf; certified copy (" te~imo~o ") of the articles, .1 l?eso per leaf. 

3. Recordation in public reg~stry of commerce vanes m accordance 
with the amount of capital involved and length of document. 

4. Publication. · 
5. Stamp tax on shares of stock. Nominative or bearer shares of 

a company or enterprise must bear :;tamps of 2 centavos for each ~0 
pesos. or fraction thereof of their par values; when no value IS 
expressed they must bear a stamp of 1 peso. These rates apply also 
to founders' shares and any other documents which evidence a right 
or participation in profits without representing a share of capital. 
Shares must be stamped even though issued in exchange for others 
already stamped which are to be canceled (" amortizadas "). 
Definitive certificates which include several shares will be stamped 
in accordance with the value expressed by the certificateJ irrespective 
of the value which each share may have. 

6. Stamp tax on bonds and other obligations. ~onds and other 
company obligations must bear stamps at the rate of 1 centavo for 
each 10 pesos of par value. 

7. Provisional certificates for shares or bonds must bear stamps 
of 10 percent of the above rates, but in no case shall the ~tamps be 
less than 1 centav"• nor more than 5 pesos. Such certificates must 
be issued within 6 months following the date of the company con
tract (articles of partnership or incorporation). If after a company 
contract is signed the is.suance of such certificates is provided. the 
issue must be made within the 2 months following the date of the 
corresponding resolution of the meeting of shareholders. 

. FOREIGN CO.&IP ANIES 

. Fore~gn companies are pe~tted to ':ngag~ in business operations 
m MeXIco as freely as domestic compames, With the exception of the 
land-holding restrictions (see p. 6). Generallv whenever the 
Mexican market is entered for the first time it is us~al to commence 
operations through a representative who only canvasses the market 
f?r orders to be accepted at the home office, shipment beincr made 
directly to the .customer, who also is billed directly. The in~reased 
volume o~ busmess m,a~ ~ubsequently justify the consignment of 
merchandise to a. co~~1on agent. If the· operations in l\Iexico 
are la~ge enough to Justify tl~e expense and if other considerations 
of ~us.mess policy of the partu.;ular organization make it a(hisable, 
a foreign company may set up Its own organization in Mexico such 
as an age?c;r or brancl~., a Mexican subsidiary, or an agency or branch 
of a subsidiary organized under the laws of the State of incorpora-
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tion of the parent company or of another State. It is not ~ustomary 
for the parent company to open a branch or agency of 1ts own m 
~Iexico, principally because it necessitates registration of the com
pany there and the consequent payment of a tax of 1· per thousand 
on its whole capital. It is also inadvisable because in the event-of 
suit in ~Iexico against the company, it may be forced to respond with 
all its assets and not simply with the capital actually invested in 
~Iexico. Another difficulty which arises in this case is the consti
tutional limitation upon the enjoyment of real estate titles (see p. 
6) ; however, this is also present in the case where a foreign sub
sidiary is organized, and, in certain cases, even when a Mexican 
subsidiary is created. · 

The formation of a subsidiarv under the laws of the domicile of 
the parent company or other State Of the United States, and its 
subsequent registration in Mexico, is often used because it permits 
the parent company effectively to control and manage the subsidiary 
and, through it, all operations in ~Iexico. It must be remembered, 
however, that such subsidiary operates in 1\Iexico as a foreign com
pany and will be subject to the restrictions placed by Mexican law 
on such. More often a :Mexican subsidiary is created and all trans
actions in }fexico are cQnducted through it, when the busi.ness neces
sitates frequent dealings with governmental authorities. It is more 
difficult to manage. because meetings of its stockholders must be held 
at its domicile in )fexico. However, th"' use of proxies obviates this 
to a large extent. 1\Ieetinis of its directors and managers may be 
held outside of l\Iexico so that its effective management is not mate
rially affected. · 

REGISTRATION OP FOREIGN COMPA.VIES 

· The registration of the parent or a foreign subsidiary company in 
)fexico is made by. recording in the Public Registry of Commerce 
certified copies of the protocolizations (notarial recordations) of 
their bylaws, articles of incorporation, and other documents con
cerning their organization (such as the minutes of the election of the 
existing officers), the inventory or last balance sheet, and a certificate 
of being organized and authorized to do business in accordance with 
the laws of its domicile, issued by the )fexican Minister at that place, 
or, if there is none, by the )fexican con<ml therein. A power of at
torney t<' the person in charge of the office in Mexico must be exe
cuted (seep. 64), protocolized and registered in like manner. 

Before transmitting any of these documents to )fexico they must 
be properly legalized. In most United States jurisdictions, articles 
of mcorporation are regist('red in State administration offices, while 
in several, the bylaws are not so registered. Where such re~stration 
has b('en made, copies thereof, certified by the proper offiCial, must 
be obtained. As to all other documents not so registered, copies 
must be prepared and certified by the secretary of the company, 
whose l<ignature is certified by a notary public. This official must 
state in the jurat or in a separate certificate that he has examined 
the records of the company, knows the executing officer to be such, 
and that be has power so to certify. The corresponding county clerk 
or other authorized official must authenticate the signature of the 
notary public. The !'ecretary must also prepare an affidavit before . 
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notary public guaranteeing the correctness _of the last b~lance sh~t 
or inventory which affidavit must be legalized as described herem. 
All documents are then taken to the Mexican consul within the juris
diction for lerralization. He is...cmes two certificates, one certifying 
that the si.:,onatures of the State officials a_re entitled to cr~it a~d the 
other that th~ corporation has been constituted .and author•~ ~ a~ 
cordance with the laws of the State. If there is no'consul within the 
jurisdiction, the State Secretary of State authenticates the signatures 
of all State officials, and issues the certification of existence, and, in 
turn, his signature must be authenticated by the Secretary of State 
of the United States. Thereafter, the documents must be taken to 
the Mexican Ambassador for authentication of the ~ignature of the 
last-mentioned officiaL Upon transmittal of these documents to ~Iex
ico, the Foreibll Office legalizes the signature of the Ambassador or 
consul. Thereafter, the documents, together with a translation into 
Spanish, must be presented to a court of first instance with an appli
cation for their protocolization with a local notary public, and the 
designation of a translator to certify to the correctness of the trans
lations presented. This done, the "testimonios " issued by the Mex
ican notary public are presented to the public ngistry of commerce 
for recorchtion. , 
Foni~ companies which have ngistered themselves, or a sub

sidiary foreign company in Mexico, must publish annually a balance 
sheet setting forth clearly the assets and liabilities, ·as well as the 
names of the persons in charge of the administration and manage
ment of the parent company or subsidiary, as the case may be. Fail
Ure to comply with this requirement and properly to register renders 
those who contract in the name of foreign co~panies jointly and 
severally liable with the company for the obligations contracted in 
Mexico. In addition, the documents which should have been but are 
not registered do not affect third persons, who may, however, take 
advantage of them insofar as they should be favorable to them.U 

COST OP REGISnuTION 

In the registration of a foreign company in Mexico, the followino
items of expense must be considered: "" 
• .1- Preparation of copies of documents for presentatio~J to the liex
Ican co~ or Ambassad?r-thi::; may vary within each jurisdiction 
of the Umted States and IS readily ascertamable therein • 
. 2. _Authentications by consul or Ambassador, 10 pesos per authen

tication. 
3. Authentication of signature of consul or Ambassador by For

eign Office, 11 ~sos per authentication. 
4. If the re~aJion is to take place in one of the Mexican States, 

~e corresponding ~?bernador" (Governor) must authenticate the 
51eonature. of the l~inist.er of Foreign Relations. A charge of 50 
centavos m st~ps IS made for each authentication. 

5. Translation o~ doc~ents, varies with length and intricacy. 
6. C~urt proceedings mCident tQ protocolization and including fees 

of offii!Ial translator who certifies to correctness of translations. 
7. Stamp tax of 1 per mil on capital. · 

• Code of COIDDlefte. artL IS. 24-28. 2il5. ud 266.. 
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8. Xotarial fees. vary in accordance with amount involved. 
9. ~tamp tax on protocol, 1 peso per folio. 
10. Stamp tax on kstimonios, 1 peso per folio. 
11. Hegi5tration tax, varies in accordance with amount involved. 

WHAT CONSTITUTES "DOI:SG BUSINESS" 

Perhaps because during the latter part of 1929 and early in 1930 
the Supreme Court of Mexico had occasion to pass upon the judicial 
8tatus of nonregistered· foreign companies in that country, the prob
l£>m generally arising in international trade as to what constitutes 
doing business by a foreign company in a country so as to necessita~ 
its r£>gistration there was brought to the fore. It was not until 
r£>cently that the matter was analyzed in all its details and that the 
~Iexican sources of law were exhaustively collected and studied (the 
comments that follow are but a brief summary of this report).28 

The conclusions arrived at are briefly as follows: 
-1. .An unregistered foreign company may sue in :Mexico to enforce 

rights derived from acts or contracts done or made outside of 
Mexico. 

2. As regards the enforcement of rights derived from acts or 
contracts done or made within Mexico, if the foreign company does 
not maintain in Mexico either its principal establishment or a branch 
or agency, on principle it is entitled to relief by a Mexican court, 
without prior registration of the company in Mexico. On the other 
hand, if it appears from the facts that the principal establishment of 
the company or an agency or branch exists within Mexico, prior 
registration is essential in order to seek the judicial enforcement of 
rights accruing in favor of a foreign company.29 The difficulty 
here lies in the determination of a question of fact, that is, when 
does a company have its principal establi.,hment, an agency, or 
branch in l\Iexico l This, of course, depends upon the particular 
facts of each case. However, the definitions of these terms by the 
:Mexican commentator Jorge Vera Estafiol are illuminating: 

The law does not define what is a principal establishment, nor what is a 
branch, nor what is an agency. Case-law amon~t us is poor and constantly 
contradictory; it bas not settled anything on the subject. Accordingly we 
must be guided by the grammatical coo notation of the· words, insofar as this 
connotation fits witllin commercial language and is compatible with juristic 
practices. A principal establi~hment of a foreign company may be said to exist 
within the Republic when all the organs for the functioning of the company are 
mowtl here, when the action of these organs takes place within ·the national 
frontiers ..•. 

The company has a branch when, organized abroad and having there resident 
the essential organs of its functioning, it institutes within this country an organ · 
for the exercise of its juristic capacity in such manner that this organ 
in!lt>pendently administers and manages corporate aS!'ets • . • . 

Finally. a compnny organized abroad bas an agency in the Republic, when a 
pers~on wbo repreo;ents it comes here, if that person in the exerch;e of his func
tinns of repn>~entatlve bas to submit com:tantly and continuously in all and 
"'·ery nne of b"s act" to the instr11f·tions and ded.sions. both g<>neral and special, 
""hi<-h are communicated to him from the born~ office. 

'"l'"'""tPr, Th" Judidnl Statu" of Non-ReglsterPd ForeiJm Corporations In lAtin Aml'r
ka-~l .. xko. ·7 Tulan• I.nw RPvipw 341. Fnr a briPf r~Rumo! of the lnw in othPr toontrles, 
FPe I~~tty, International Standing In Court of Foreign Corporations, 29 Michigan Law 
Rt>vi<>w 1. 

'"'~buster, opus cit. pp. 381-38Z. 
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In resume. a company organized abroad should be co~idered as ~ttllJlished 
to the Republic. wbeo within the frontiers of the nation 1t m~n~~ a_ll lhi ~rgans. 
its entire mechanism. by ,irtue of lll"hich it functions as a J~suc «;nUty. _It 
establishes a branch wheo it institutes a mechanism of admJmstranou .,-hlcb 
bas a certain auton~my • and it establishes an agency when there is onl.r ll 
representative charged wtth performing all the comme~ial acts co'""e!ed by tl1e 
iostructions receiYed by him from companies established abroad. 

PBDYJSlONS OP Ll W .APPLICABLE 

The conclusions indicated abm·e are supported by lfexican statute 
law and its commentators. It must be admitted, howenr, that the 
supreme court cases are not harmonious and that, insofat: as they 
indicate, considerable uncertainty still exists in lfexico on this ques-
tion. _ . 

· The Cooe of, Collllllerce requires the ~registration in lfexico ·of 
foreign mereantile' companies when they wish to establish themsel¥es 
or when they organize or maintain a branch or agency in lfexico. 
The first case known in which these prorisions are considered was 
decided in 1908. In it a plea of lack of personality of the plaintiff, 
in that it was a nonregistered foreign company, was alle~ed by the 
defendant and rejected by the lower court, on the grounas that the 
company was not forced to register, since it was not established or 
had no agency or branch in Mexico. "Amparo " was sought against 
this decisio11a but it was not granted. In September 19-29 the second 
chamber of the supreme co.urt denied the ' amparo " of a nonreg
ish>red foreign .'Company agai.itst acts of a lfe:xican State because it 
lacked personality by reason of i~ failure to register itself in llexico. 
This same position was assumed by the third chamber of the court in 
the Amparo Palmolive, in October 19-29, while the first chamber, in 
the Amparo Chickering, took the same position·as that reflected in 
the 1908 case. Mexican jurists who have commentoo on the5e deci
sions generally approve the doctrine laid down in the case last men
tioned.81 

Article 15 of the Code of Commerce was patterned after article 
15 of the Spanish Code, while articles 265 and 266 appear to hal"e 
been inspired by a_rticle 149 of a project of !aw prepared for Luxem
burg, and by articles 230-231 of the Itahan Commercial Code of 
1882. The Bel¢an commentators and. decisions have interpreted 
these stat~tes liberally to exclude foreign companies which han 
fl.Ot established themselves or han 110 a!!ency or branch wit.ILn the 
particular jurisdiction. The Spanish a~d italian authorities ha¥e 
also· folio we"!- ~is line of reasoning, while in llexico the general 
tr~nd _of deCISIOns. of lower courts, prior to 19'29, harn1onizes with 

. this VIew. The thi_rd ch~ber of the Supreme Court in the Amparo 
Kop~l also sust!lmed this general doctrine in deciding that the 
unreg.rstered forei~ company had an agency in Mexico and, there
fore, had no capac1ty to sue there. llowe¥er in this ca...--e the com
pany had sent a traveling representatil"e to 'lfexico whose orders 
were ratified by the company at its home office. .A po~·er of attorney 

., 8<-bustl'r. opus cit. pp. 375-376. 
"'Codl' ol Comml'ne. arts. 19. 2-1. 25. 26 3 15 265 21!6 • ~h - -

Amparo Grol!ll. 37 &>mauarlo Jodiclal Cuarta ~::· • 48 'y
3 
u~ .. r. opo~ <'U. 3!•1~'161: 

dain. 27 Sl'manarlo Judicial. Quinta El'OCB. 387 ,rs:-r 1 
1 . r. :'· 19U&o • .\mpa~ ~r

SemaLarlo Judicial, Quinta EJIO"a 1~ tOct 26 f9.;9 ": 19-'91 • -'!DP"·trO _PaiJD<oln·,.. -"1 
nario Judlcla.l, Quinta Epoc:a. 16 (:Uay 2. 1ll30[; ·Scb;s/ .. ~. ~';~r;:t_c~~~~"~:~ ~':_ &-ma· 
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wns granted to another person to register trade marks; .it was one 
for judicial and administrative matters and not to engag~ m commer
cial transactions. On these facts, therefore, the findmg that .an 
agency existec! in Mexico appears to be somewhat extreme and ~ot 
in harmony with the generally understood concept of an agency.a 

It seems, therefore, that while Mexican statute law appears to 
sustain and the commentators and Mexican jurists favor a liberal 
interpretation in accordance with the conclusions indicated above, 
Mexicnn case law is not harmonious and, therefore, leaves room 
for much uncertainty in this field of the law. This is particularly 
true of the few decisions rendered by the Supreme Court, whose 
second and third chambers appear to be alined against the first 
in favoring a restrictive interpretation of the law. This is unfor
tunate because an unregistered foreign company forced to sue a 
resident of Mexico there, on an obligation incurred outside of 
Mexico or, accidentally, in Mexico~ may or may not succeed in its 
action depending upon the classincation made of the "amparo " 
(if it is sought) for the purpose of determining the proper chamber 
to consider it. · 

ASSOCIATIONS AND COOPERATIVES 

Commercial associations in Mexico are of two kinds, momentary 
temporary associations and associations in participation. The 
former has for its object the transaction of one or more commercial 
operations, without acting under a firm name; the associates .are 
jointly and severally liable to the persons with whom they deal. 
The latter exists whenever two or more persons become interested 
in. transactions conducted by one or more of them in their Awn name. 
Between the associates who do not deal directly with third persons 
and these third persons no direct right of action exists. It is hard 
to draw a distinction between these two kinds of associations; per
haps the :main difference lies in the fact that the former exists for 
the purpose of certain definite operations, while the latter are 
formed to undertake an indefinite number. Neither requires any 
particular formality of organization, nor are they legal entities 
separate and distinct from their members.83 . . 

Cooperatives may be formed by no less than 10 persons .. Their 
liability may or may not be limited, which fact must appear in the 
firm name. The contributions of members must be represented by 
individual nominative certificates of equal value, and transferable 
in accordance with the regulations of the law governing cooperatives 
and the organization contract ("bases constitutivas ") .. A reserve 
fund of from 10 to 20 percent of annual income must be set aside 
for the purpose of covering extraordinary losses or damages which 
the annual income is not able to cover. Cooperatives may be of 
three kinds, of consumers, of producers, or of both. They are formed 
by the preparation of an organization contract to be signed by the 
:founders before the municipal authority, or a civil judge, notary pub
lie, or broker, at the domicile. The Department of National Economy 

"'Sehu•t<•r, opus elt. pp, 363-374; Ampnro Koppel, 26 Semanario Judicial (Quinta 
l.'pocn), llil, June 12, 19:.!9. 

••l'o•IP or Comm.,rce, arts. 268-!!il; see also remarks by Cormack and Barker opus cit 
pp. !!18-2111. • . ., 
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then will authorize them to start operations. This authorization 
must be presented to the Registry of Commer:e in ~rder to. record 
therein the contract of oraanization. Cooperatives will be dissolved 
by decision of two-=thirdst:l of their members, diminution in membe!"
ship to less than 10, bankruptcy, attainment or performance ~f then 
objects, withdrawal of authorization, o~ ot~er causes p~oYid~ by 
law. Contributions of members may be m kind, cas~, or m semces. 
Cooperatives are managed by the. general -~eetm~ of mem~rs 
(" asamblea general"), a board o! directors (•. con._-.eJ~ ~e a~~ 
tracion "),and a vigilance com.nuttee ("conseJO de ngilanc1a ·)." 

ORGANIZATIONS U!lo"DER CIVIL CODB OF UU 

Under this code individuals may group themselves into associations 
(" asociaciones ") and organizations ("' sociedades ") ; the purposes 
of the former must not be principally economic, while those of the 
latter must be principally economic but not commercial. Civil or
ganizations are formed by drawing a contract of organization, which 
must be in the form of a public-document if one of the members 
transfers to the organization property whose conveyance must be 

. evidenced in this manner. The contract mn:,--t. set forth the full 
_ names of the members and the amount of their contributions, the firm 
~ame, object, and the amount of capital; it must be recorded in the 
public registry. The liability of managing men1bers is unlimited, 
JOint, and several, while t4at of all other members, unless otherwise 
proVIded, is limited to their contributions. Should a civil or,!!aniza
tion assume a mercantile form it becomes subject to the Code of Com
merce. After the firm name the term "civil organization" ( .. so-
ciedad ciril ") must be added. _ l 
_ Civil organizations are dissolved by unanimous consent of ill 
members, termination of their period of duration, realization or im
possib~ty of performance of their o~jects, !feath or incapacity of a 
managmg member, the death of the mdustn.al member whose indus
try gave birth to the organization, resignation of a member in or~n
izations with no set period of duration when the other membe~ do 
n?t wis~ to .. CC?ntinue ~~iated, and by j~dicial resolution. Upon 
di&>olu~on. c1vil organiZati?ns must be liqmdated by all the members 
~~ liqmdators a~e a_Ppomted or have been designated in the organ
Ization _con~ra~ 'Y•thm 6 mo~t~, unless otherwise providro; the 
term " m liqmdation " (" en liqmdacion ") must then be added to 
the firm name. 

Jfo~ign_ associations an~ ci_vil organizations may exercise their 
actiVIties m the _F~eral D1stri~t and territories when authorized to 
do so by the Ministry of. Fo~tgn Relations, after it is shown (1) 
th~t they have ~n orgaD_IZe4 m aecordance with laws of their ooun
!ry~ (2) that their o~garuzahon contracts ~md bylaws contain noth
mg contra!' to llencan laws of public order; and (3) that they 
have an a..,ent at the place whe_re .~e.Y are going to operate, duly 
emp~wered to answer for. th~ habllihes therein contracted by the 
~nti~1es. After the authonzahon is obtained the contrads of or!!Bn-
tzation and bylaws must be inscribed in the public regk.--try.n "" 

"'Law of llaJ' 12. 1933 (Diarlo 011.-ial l'fa . ~n 19:l:t) 
Code of Commene and the Law of .1anuar7 2..; 1927 witb u:votln~: arts. 2:lS-2:i'l of tbt> 

"'ClvU Code. 1932 arts. 2670-"'73;; ~ ahlo 'Ra e.ueptloa of title IV. 
()rgaai&ations uader ihe Nnr Coc!e.-7 Ji cdiL Law Re:e-: :::. L"urmat'k_ llexi,aa Clrll 



IX. INSURANCE AND LABOR LEGISLATION 

I:SSURANCE CONTRACTS 

The Code of Commerce contains certain fundamental provisions 
governing the insurance contract, which contract is mercantile in 
.Mexico whenever made by "enterprises." It is not clear what is 
meant by "enterprise" ('' empresa "), but certain authorities inter
pret it to mean " commercial enterprises.'~ However, since only 
enterprises organized and operating in accordance with the General 
Insurance Law of 1926 and its regulations may write insurance in 
.Mexico, the . term "enterprise " now probably means "insurance 
enterprises." The Civil Code of 1884 has extensive insurance rules; 
the Civil Code of 1932 is silent as regards obligations of this nature 
and, ·therefore, in those jurisdictions where this code is in force in
surance obligations are governed by the Code of Commerce and 
the insurance laws.1 

The insurance contract must be in writing, the usual form being 
the policy. It must contain the names of the insurer and insured, 
the nature of the insurance, the matter insured, its estimated value 
and the necessary indications to determine the nature of the risks, 
the premium, duration of the contract, day and hour when it goes 
mto effect, the insurance already in force on the matter, and any 
other stipulations of the contracting parties. It is governed by its 
lawful terms and in the absence of such by the laws herein discussed; 
and may cover any risks arising from natural accidents and mis
haps. Any novations made in the contract during its life increasing 
the insurance, extending it to cover other risks, or reducing those 
originally provided, or their amount, or making any other essential 
modifications, must be set forth in the policy. The contract will 
Le_null and void (1) if either party acted in ba<:l faith when it was 
entered into; (2) if the insured made an inaccurate declaration even 
if he acted in good faith, provided it may affect the determination 
of the risks involved; and (3') ·if the insured omitted or concealed 
facts or circumstances which may have had some influence in the 
making of the contract. 2 

FIRE INSURANCE 

INSURABLE PROPERTY 

Both personal property and real estate which may be destroyed 
o_r injurl'd ~y fire ar~ insurable, including commercial paper: securi
ties, bank b1lls, precwus stones and metals, and objects of art; these 

1 Thf' onmnlzatkm and opPrntlon of ln•urancl' compnniP8 In liPxl,.o arP !!OVPrnl'd by the 
Genernl ln•uraoce Law of Mny and Its regulation of Nov<'mher 1926. The rt"'ulrements 
nnd oblhrntlons lmpo!"'d by it are outllnPd In Qnalillcatlon and Operation of Io"orei!!n In
~nrancp Companll's Un<l~r the Laws of the Latin American Conntrles publl•hed May 1 
19:12. Dlvl•lnn of CommPrclal l.nw~. Burl'nu of Foreign nod Dome~tlc 'Commerce. ' 

1 Code of Commerce, nrts. 392-397 and 448. 
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will be included in insuranCe of this nature, provided that it is ex
pressly stipulated and the policy sets forth their value and o~er per
tinent circumstances. The substitution or change of th~ msured 
property for others of different nature not inc~uded in the ~D!an~e 
renders the contract noll and void from the time the su~t1tuhon IS 

made; if such change is made by a fort~tous event or by ~ th~d 
person, either one of the contractrng parties may elect to rescrnd. 

PATKENT OF PREHIUMS 

The insurer is not bound until he is paid the stipulated premium 
in ad¥ance, either in a single payment or in fixed .ID:tallments. If 
not paid, the insurer may rescind the contract within the first 4S 
hours; thereafter he may only file executory action on the policy, 
upon acknowledgement of its signatures, to collect. the :-mounts due. 
Monbles are liable for the payment of the prennum m preference 
to any other matured credit; immonbles, however, are only liable 
thereto in the manne~ provided by the general rnles of law. 

EFFECT AND EXTD"T OP l'l1lB INSURANCIC 

In cases of total loss by fire the existence of the goods at the time 
and place of the fire, in the absence of contrary proof, is shown by 
the amounts at which the insured goods are valued, the premiums 
paid, and the descriptions and valuations contained in the policy. 
In cases of partial loss, the insured must present additional proof 
to that of the policy, in order to determine the remaining value of 
the ~- Fire insurance includes indenrnity ·for all material losses 
caused by the direct action of fire and its inevitable consequences, 
and in particular the expenses incurred in transporting the goods to 
save them, the damages su1rered by saved goods, and those caliSOO 
by the authorities in order to limit or e~ouish the fire. 

It does not cover, unlesS otherwise provided, the losses sustained by 
the insured through the suspension of work or industry, loss of rent3 
of the burned property, or similar losses. The insurer is liable for 
the ~frects oft ~e fire whether caused by accident, third person, or 
~eglige~ce of _insured, or of those for whom he is civilly liable; he 
IS not lia_ble, m the absence of co_n?-ary stipulation, for fire caused 
by the cnme of the a~red, by military force, war, riots, volcanoes, 
and earthquakes. In Insurance against meteorolomcal accidents gas 
or steam explosions, the insurer is liable for the ~nsequences of the 
resulting fire, if any, in the absence of a!!Teement to the contratT. 
The ifi;sorance onl~ extends to the insor~d property at the plaee 
".:here 1t was ~nd will never exceed the sum in which its value or the 
nsks were e...c:timated. • 

OBUGATIONS OP 'I1IB ISSURED-BESClSSJO!'l 

The insured must notify the insurer of (1) all prior contem
poraneon;;, o!" su~erit inso~nce contracted; (2) any modmcations 
o_f th~ md~cated !-0 the pohcy; and (3) all the changes or altera
tions ?-0 quality whi~h are suffered by th~ insured property and which 
may mcrease the risks. ·If goods are insured for their full nlue 
---------------------- ' 

• Code of Comme~. arts. 400-401 ADd 415. 
• Code of CollliDBCeo arts. 402, 40s-t09. 



l~SURA~CE A~D LABOR LEGISLATION 103 

they may not be insured a second time during the life of the first 
insurance contract except by way of guaranty of the latter obliga
tion. If the same property is insured for a portion of its value 
under several policies, the insurers will pay the indemnities due in 
proportion to the amounts for which each assumed liability. As
signment of portions of an insurance is allowed in Mexico, but the 
first insurer remains directly and exclusively liable to the insured; 
in cases of such assignment, or of reinsurance, the assignees who 
receive the corresponding part of the premium are bound with the 
first insurer to contribute proportionally to the losses and to assume 
responsibility for arrangements, compromises, and stipulations en
tered into by the assured and the principal insurer. · The insurance 
on real estate is not increased by the death, liquidation or bankruptcy 
of the insured, and the sale or transfer of the property; but that on 
personal property, factory, or store may be rescinded by the insured 
if ·any of these events takes place and notice thereof is given to the 
insured within 15 days.5 

• 

ADJUSTMENT OF LOSSES 

In case of loss the insurer must be notified immediately and a re
port presented before the competent court concerning the goods 
existing at the time of the fire2 those saved, as well as the estimated 
loss suffered. The damage will be ascertained by experts as p"ro
vided in the policy, by stipulation between the parties or, if not, 
in accordance with the provisions of the procedural law (seep. 181). 
The experts .must decide what were the causes of the fire, the actual 
value of the insured goods on the day of the fire and before it com
menced, their value after the conflagration, and any other matter 
submitted to their judgment. 1Vithin 10 days after the expert's 
decision the insurer must pay in cash the amount of the indemnity 
or must repair, rebuild, or replace the insured goods, if so agreed; 
in case of d~lay the insurer must pay int!rest at the legal rate. The 
insured may collect from the insurer by filing executory action based 
on the decision of the experts, if it was rendered before notary pub
lic; if not, on the judicial confession of the experts and their acknowl
edgment of signatures and the truth of the document. The m
surer may keep the property salvaged upon payment. of actual value 
as estimated by the experts. The insurer is subrogated, upon pay
ment of indemnity, to the rights and actions of the insured against· 
those responsible for the loss. The insurer may cancel the policy as 
to future losses and any other contracts he may have with the in
sured, upon giving him 15 days' notice thereof and returnin~ the un
earned portion of the premium. The· expenses of the adJustment 
and llettlement must be equally divided by the insurer and the in
sured; however, if the latter has manifestly exaggerated the amount 
of the damages suffered he must bear these costs.8 

TRANSPORTATION INSURANCE 

Insurance may be written in Mexico against all risks of trans
portation; however, the insurer is not liable for losses caused by 

• Code of Comm~>ree, nrt9. 410-414. 
1 Code of Commerce, ans. 416-42;;. 

51i4i-34-8 
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inherent defects in the property or by. the lapse of time, in ~he 
absence of stipulation to the contrary; .~~ the latter. cases, the 111-
surer must establish judicially the condition of t~1e msured goods, 
within 24 hours after arrival at the place of delivery. Unless he 
does this he cannot escape his liability as insurer. The insurer i:; 
subrogated to all the rights of the insured to ·collect damages from 
the carriers.' 

MARITil\IE INSURANCE 

NATURE OF THE CONTRACT 

Maritime insurance must be set forth in a policy si~ned in dupli
cate by the parties. It must indicate (1) the date ot the contl'act, 
name and domicile of the parties, and the captain of the vessel; (2) 
character in which the insurer contractsi whether he acts in his own 
or someone else's name, and, if so, the atter's name and domicile; 
(3) name, port, flag, and registry of vessel; (4) the ports or road
steads where the mercliandise is loaded, or where the vessels leave 
from and/or stop; (5) nature and.quality of the goods, number of 
bales or packages; (6) time at which the risk is to commence and 
terminate, its amount and the premium, with indication of the 
date, place, and manner of its payment; (7) portion of the preminm 
:whii!h corresponds to outward and to the homeward voyage, if 
the insurance be for the round tri_P; (8) the obligation to .Pay the 
damages suffered and the place, trme, and manner of making this 
payment by the insurer. Both the vessel and the cargo may be 
insured in one policy by one or more insurers, with indication of 
the value and the amount of insurance on each. The specific designa
tion of merchandise and vessel may be omitted in the insurance 
of the former when· not known to the insured, but in case of loss, 
he must prove, in addition to the departure and loss of the ship, 
the shipment for his account and the value of the goods lost.- The 

·insurance may be extended to the· order of the insured, in which 
case it is endorsable.8 

INSURABLE PROPERTY 

The following may be insured against maritime risks: The hull 
of the ship in ballast or freighted in port or at sea, the tackle, the 
mac¥nery, all its stores and outfit, provisions, and fuel, amounts 
furnished on bottomry b_?nds, the amounts of freight and ,Probable 
profit, and all commercial goods subject to navigation r1sks and 
whose value may be fixed at a definite amount. Some or all of 
these may be insured jointly .or separa~ly, in time of peace or of 
war, for a voyage or fixed perwd, for a-smffle or round trip on fav
?rable or. unfavor~ble reports (" noticias ' ) . Insurance of a ship 
mcludes Its ma<:hinery, ta~kle, stores, and everything belonging 
thereto but not Its cargo; Insurance on the latter does not cover 
metals coined ?r in bars, precio~ stones, or munitions of war. In
surance o~ freight may be obtamed by ~he shipper, the carrier, or 
th!3 captam; but the latter two cannot msure what they have re
<'Cived as adva~ces on acc~mnt of the frei~ht, except when it has been 
.-xpressly prQVIded that m case the freight is not earned, through 

7 ('fllle of Commerce, arts. 442-447. 
• Crnle ut Commerce, arts. 812--817. 
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shipwreck or loss of the cargo, they will return the. amount re
ceived. Freight insurance .must oo made for a determmed amount 
not to exceed that which appears in the freight contract. . 

Profits may be insured, but the policy must indicate the amount 
of profits fixed by the insured and the o~ligation of .reducin~ the 
insurance If the sale ,·alue, after deductmg the freight ana ex
penses, as compared to the/urchase price, is less than that esti
mated in the policy. Shoul the captain procure the insurance or 
should the owner of the goods travel in the same ship with them, 
10 percent will always be left at their risk, unless otherwise pro
vided; the insurance of the ship only cover!! four-fifths of its value. · 
In both of these cases the amount of bottomry bonds must be 
deducted from the insurance. 

The si~rning of the policy gives rise to the legal presumption that 
the insurers admitted as exact the valuation of the goods, except 
in cases of fraud or bad faith; if the estimate appears to be exag
gerated, it must be ascertained whether the exaggeration is done 
through error and not in bad faith on the part of the insured, in 
which case insurance will be reduced to its proper value as deter
mined by the parties or their experts, and the insurer will return 
the excess premium less one-half of 1 percent. of the excess. If 
due to fraud and it is proven by the insurer, the insurance is null 
and void but the jnsurer may keep the premium and may file the 
proper criminal action. If the value of the property is not deter
mined when the insurance contract is entered into, it must be ascer
tained from the consignment invoices or through the statements of 
broker or expert.9 

OBUGATIONS OF THE INSURER :AND THE INSURED 

The insurers must indemnify the assured for any damages suffered 
by the insured property, by reason of the running aground of the 
ship, with or without ~reaking, storm, ~hiJ?wreck,, ~ccident!ll collision, 
change of course durmg the voyage, Jettison, capture;· pillage, ·war, 
embargo by government, retention by foreign government, reprisals, 
fire or explosion, and any other accidents or risks of the sea; any 
exceptions thereto must be mentioned specifically in the policy. 
This liability ceases, however, by: (1) Voluntary change of route 
without insurer's consent; ( 2) voluntary separatiOn fr.om a convoy 
with wh~ch it was stipulated the ship should go; (3) prolongation 
of the t~1p to a port more remote than that desi!plated in the policy; 
( 4) arbitrary arrangements contrary to the cnarter party or bill 
of lading made at the order of the carriers, shippers, or charterers; 
(5) barratry by the muster of the ship; (6) shrinka..,es or Ieaka()'e 
due to. the nature of the insured goods; (7) lack of the documents 
prescribed by the Code of Commerce, maritime and navi(J'ation rules 
and. ordinances, or omi~sions o~ the ca p~ain. In any ol' these cases 
the msurer may keep the premmm proVIded that the risk had com
mt>nced to run. 

In insu~ance of cargo for roun.d trip, the premium on the return 
voya(J'~ w1l~ be r~duced ~roport10n~tdy if .no cargo or less than 
two-thirds IS earned, the msurer bemg credited with one-half of 1 

• Code of Comnrerce, arts. SlS-829. 
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percent of the portion not ~rried. N~ ~uction will ~ mad~~ 
however, if the cargo is lost m the outgom:! JOUrney _unl~ ~here 1:> 

a stipulation modifying these prorisio~. If t_he _frei_ght J..S ms~red 
by various persons in various amounts Without mdicatmg !he obJects 
of the insurance, the insurers must answer for a~y loss m :propor
tion to the amount written bv each. If several ships are de~agnat.t>t:l 
to carry the insured goods With~ut ~dicating the a~ount to~ be car
ried by each, the assur~ may distrib~te. the carg~ a:s he sees fit bu~ 
if the amount to be carried by each ship IS dete~ed and the _good:s 
are shipped in different amounts, the iru.~ IS liable only m the 
contracted amounts. If the merchandise is transferred to another 
ship before leaving port beca~se of the unfitne::3S of the first oney 
the insurers may elect to continue the contract or not and pay tl1e 
damaues suffered; however, if the unfitness arises during the trip, the
insur:rs must continue carrying the risk _even if ~e second. ship is of 
a different port and :flag frOm those designated m the policy. 
If the time during which ship insurance is to be in force is not 

fixed, it lasts from the time it puts to sea until it anchors at its 
destination; on the. cargo, :in$u.rtmceJasts from the time it is shipped 
until it is unloaded at the port of consignment. In insurance for a 
fixed time the liability of the insurer ceases when the period termi
nates. If the merchandise is unloaded at a nearer port for the con
venience of the assured he is entitled to no reduction in premium. 
The stops made to preserve the ship and its cargo are included in 
the insurance unless otherwise stipulated. 

The insured must notify the insurer, by the first mail or by tele
graph, of·the news he receives concerning the progress of the ship 
during the trip and the damage::3 suffere(l by the insured objects. 
If merchandise insured by the captain is lost, he must prove its 
purchase to the insurers with the seller's invoices as well as the load
mg and direction of the ship by certification of Mexican consul or 
other competent authority at the port of loading and by means of 
other customs documents; the same obligation is imposed on the 
assured who travel with their own merchandise, unless otherwise 
prov?-ded. If a~ increase in .Prern!-um in ca.se of war is stipulated 
and Its amount I:; not ~etermmed, It may be ascertained by experts. 
Should the parhes fail to agree thereon, the gratuitous 1-eturn of 
the ship or its cargo to its captain by the captors will inure to the 
benefit of the owners without obligations on the &SSlll'ers to pav the 
amount insured. • 

Every claim ba~ on the insurance contract most be accompanied 
by_ documents which prove the voyage, the loading of the in...o:ured 
obJects! the contract Itself, and the loss suffered; such documents. 
respectively, may be: (1) A st~tement by the captain; or (2) certi~ 
tied copy of ~he log-book; (3) h1ll of lading, customhotLo;e documents. 
and the po~Icy; and ( 4) the same documents as under ( 1), and 
the ~eclaratioi!S of ~embers of the crew. In addition, discount on 
!he msured obJects will be ~xed upon- examination by experts. The 
~~rs may oppose any cl81DI and ~ay offer evidence with that end 
m new .. After !Jle documents prenously mentioned are preseot.-d 
~nd th~ msurer IS a~eab!e !hereto and the loss is established, the 
m_de~lty must be prud Wlf!lm the term stipulat..d in the poli or 
w1thin 10 days after the claim. However, if the insurer reject'l the 
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~laim and denies it judicially, he must deposit the amount _involved 
{)r deliver it to the as.;ured under bond as the court may decide. 

In the case of slight damage (" averia simple"), the follow!ng 
rules will apply as regards the insured merchandise: . 

1. Everything that has disappeared through theft, loss, sale, or 
{}eterioration during the voyage, or any other maritime accident 
included in the insurance contract, must be proven with regard 
to the invoice value, or the one set forth in the insurance, and the 
insurer must pay its· amount. 

2. If, when the ship reaches port, the merchandise is found par
tially or totally damaged, experts ·will estimate its value as if it 
were in good condition and that in its damaged condition. The dif
ference between these two values, after discounting customs duties, 
freights, and s~milar expen~es_, will con~ti~ut~ t~e:· amo~t of the 
damage, -to' which may be atlued·the ·cost of the experts and any 
.Other expenses incurred. If the whole shipment is damaged, the 
insurer must pay the whole loss in value which may take place; 
if only a. part IS injured, the assured will be indemnified in the 
corresponding amount. If the profit of the shipper was specially 
insured, it will be liquidated separately. 

If either of the contracting parties is thrown into bankruptcy 
while the risk is pending, the other may demand security for pro
tection against the risk or for payment of the premium, as the case 
may be, and if the representatives of the bankrupt estate do not 
furnish it within 3 days after the request, the contract will be re
scinded; if the loss takes place within these 3 days and no security 
has been furnished, there will be no right to the indemnity nor to 
the premium.10 

ABANDONMENT OF THINGS INSURED 

The insured may abandon the insured objects ·and demand the 
amount of the insurance in case of (1) shipwreck, (2) any other acci
dent of the sea, (3) capture, embargo, or detention by order of the 
national or a foreign government, and (4) total loss of the objects 
(loss of three-fourths of the value is considered total). All other 
damages will be considered average and will be borne by the proper 
parties according to the insurance and the provisions of the Code 
{)f Law. The abandonment cannot be made in the first two cases 
if the ship may be set afloat and repaired in order to continue the 
voyage to its destination unless the cost thereof is more than three
fourtl~~ of the v';llue of .th~ insurance on the ship. If ~he shif! is 
rehabilitated the msurer Is hable only for the expenses of Its runrung 
aground or other damage. 

In case of shipw~eck or capture! the insu~ed. must make every 
effort to recover the msured obJect without preJUdice to the abandon
ment he may make at the proper time, and the insurer must reim
lmrse him for all expenses to the exten.t of the value of the rroods 
salvaged. e 

. If several insurance contracts are made with regard to one object . 
m the absence of fraud, the first one only will subsist if the whol~ 
value is eon red; subsequent insurers are relieved and will receive 

'"Code of Commerce, arts. 856-SG3. 
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one-half of 1 perc~t of the amount insured. If the first contract 
does not cover the whole value, the subsequent insurers are liable for 
the excess value in the order of the dates of their contract~. How
enr, the insured must ~ay all the pn:m~ums to t~e various insurers 
unless he !!ave them notice of the resciSSion of theu contracts before 
the insured objects arrived at the port of d~-tination. The i.n:.llr
ance contracted after the loss, damage, or :safe arrival of the prop
erty is null and void, provided it can be px:esnm~ that notice_ then>?f 
had reached one of the contracting parties; this presumption will 
be raised when the notice of loss, damage, o:r: safe arrival is published 
in a market, and there was time to transmit it by mail or telegraph 
to the place where the insurance was obtained,. in adl;lition to any 
other evidence which the parties may offer. The contract of in
:surance on good or bad reports (" noticias 1') will not be annulled un
less it is proven that one of the contracting parties had knowledge of 
the event expected or feared when the contract was made; if this 
is proven, the defrauding party must credit the other one with a 
one-fifth part of the insured amount without prejudice to the criminal 
liability to which he may be subject. If the person who contracts 
the insurance acts for the owner of the pr:operty and knows of the 
loss or damage thereto, he is personally liable therein but not if he 
acted innocently although the owner had knowle~cre of these facts; 
the same rule applies to the insurer who contracts through an agent 
and knew that the. property was safe. If a fraudulent contract is 
made by several insurers the innocent ones may. recover the whole 
premi~ due them from those who acted in bad faith; the same is 
true. ·of the insured when some of them are guilty of the fraud. 
If the ship becomes completely unfit for sailing the insured most 

give notice to the insurer by telegraph if possible, if not, by letter. 
Those interested in the cargo, or, in their a~ce, the captain, most 
do everythin~ possible to transport the cargo to the port of d~-tina
tion, in whicn case the risks involved and the costs of unloading 
storage, reloading, or tr~pment in excess of the freight and ill 
other expenses will be borne by the insurer until the insured !roOd.s 
~re discharged at the place indicated in the policy. In additio:, the 
insured. may transport the insured merchandise to its destination 
within 6 months after receiving notice of the accident. The notice 
is presumed to have been received whenever made public by means 
of t~e_press, or ~Y circulatin~. it as true among the merchants at the 
do.n;ucile of the if>:sured as weu as upon proof that the latter received 
~otice of the aCCident by letter or .telegram from the captain, con
Signee, or som~ corre:;pondent. If, m sp_te of the efforts of all these 
persons, no ship can be found to transport the goods to d~-tination 
the insured owner may abandon them. ~ 
I~ case the voyag;e is in~rrupted_ by libel or detention of the ship, 

~e insured ~ust gue notice of this to the insurer as soon as he is 
informed of ~t, and ~ot abandon ~e goods until6 months elapse 
after the not_Ice was ~ven; he mtL~ ~--t the insurers in everv way 

. possible to lift. the. libel The fre1uht charges on the merchandi...-.e 
:salva~ are incl~d~ in the aband~ent made _by the owner, even 
though_ 1t was pa_Id m adv3:-DCC:7 and will ~ constdered as belonging 
to the .J__DSurers Without preJudice to the nghts of other creditors. 
. The _Insured !flay also abandon the goods after 1 year has elapsed 
m ordinary trips, and 2 years on longer trips, without receiving 
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news of the ship. In this case he may claim the insured amou~t 
without proving loss; but he. ~ust prove .t~e lack of news by certi
fication of the consuls or maritime authorities of the ports of depar
ture of destination, and of registration indicative of the fa<;t that 
the ~hip arrived at none of them; the corresponding action must be 
instituted within 1 year. 

If the insurance was contracted for a limited term, a legal pre
sumption is raised that the loss occured within the term unless proof 
to the contrary is presented by the insurer. . 

The insured must declare all the insurance contracted upon the 
abandoned property as well as all bottomry loans at the time he 
makes the abandonment. Until this is done the term during which 
ho must be reimbursed will not commence to run. If he is guilty of 
fraud in making this declaration he will lose all rights accruing to 
him under the insurance, without being released from liability for 
the ·loans be contracted on the property insured, in spite of its loss. 
In case the ship is captured he or the captain may proceed to ransom 
the insured goods if they have no time to act with the consent of the 
insurer, but he must give notice of his action at the first opportunity 
to the latter, who may accept or reject the agreement entered into 
by the insured or the ·captain within 24 hours after such notification. 
If it is accepted the insurer must immediately pay over the amount 
agreed upon as ransom, the subsequent risks of the voyage being 
borne by the insurer in accordance with the policy. If the insurer 
refused it, he will pay the amount insured, losing all ri~ht in the 
ransomed goods; and if he fails to accept or reject within the 24 
hours he is presumed to have rejected the agreement. If the insured 
recovers possession of the merchandise through the recapture of the 
vessel, all expenses and damages caused will be considered average, · 
to be reimburesd by the insurer; and if through the capture the 
merchandise passes mtothe hands of third persons, the insured may 
avail himself of the right of abandonment. · 

Abandonment will not be allowed : 
1. If the losses occurred before beginning the voyage. · 
2. If it is made in part or on condition, without including all the 

insured goods. 
3. If notification of intent to abandon is not given to the insurer 

within 4 months after the day on which the insured was informed of 
the loss, and the abandonment is not carried out within 1 year 
from that date. 

4. If not made by the owner or someone specially authorized by 
him or by the person commissioned to write the insurance. 

In case of abandonment the insurer must pay the amount of the 
in.su~ance within the term fixed in the policy; i.f none was determined 
Witlun 60 days after the abandonment was accepted or the carrier's 
declaration is made.11 . 

STAMP TAXH 

The stamp tax rates on insurance contracts are as follows: 
1. In the policy or document in which the contract is set forth: 

'Whenever the annual premium or the only one stipulated exceeds 
10 pesos, 50 centavos, fixed quota. 

11 Code of Commerce, orts. 864-880. 
u Stump tox low cited. 
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2. Upon the premim~ received by insnran~e enterp.ri.ses: . 
. (a) Policies against risks of life or for hfe annmhes or pens10n 
certificate, 1 percent of yalue. . 

(b) Health, liability, personal accidents, and any other nsks not 
included in (a) or (c), 2 percent. . 

(c) Maritime, transportatio~,. or fire nsk, ~ percent. 
Exempted: Reinsurance pohc1es and prenumns. . 
Endorsement and stipulation modifying the yalue of the msurance; 

the tax must be paid on increases, however. 

LABOR LEGISLATION 

·As the volume of his Mexican business increases the average 
expor~r may cQ~.der the esta})liShment ;of .an ·organiza.ti~n ·in 
Mexico' with which to keep stock on hand, and throu~h which to 
serve the increasing clientele more effectively. In such cases, the 
hirin(J' of laborers and office clerks becomes necessary, and, therefore, 
the rights and liabilities involved in the relationship of master and 
servant should be given some coQ.sideration. This relationship is 
governed by article 123 of the Mexican Constitution, and its regu
lation known as the" Federal Labor Code of August 18, 1931." The 
enforcement of these laws lies in the States instead of the Federal 
authorities, which, however, retain jurisdiction of matters relative 
to the textile industry, railroads, and other transportation enter
prises operating through Federal concession; mining, and labor per
formed at sea and in the maritime zones.18 

Since· the basic rules governing master and servant are contained in 
constitutional article 123, a. translation of it is set forth herein, as 
follows: 

FEDERAL CONSTITUTIO~ OF 1917 

(AS .AY!:NDED l929) 

Trr.r.E VI-OF LARO& AND SOCIAL WELFARI!I 

ABl'. 123 (as amended by the act of 1929). The Congress of the Union, witll
out contravention of the following bases, shall ennct labor laws which shall 
regulate the work of manual laborers, day laborers, office employees, domestic 
servants, and artisans, and, in general, eYery contract of labor. 

I. Eight hours shall be the maximum limit of a day's work. 
II. The maximum limit of night work shall be 7 hours. Unhealthy and 

dangerous occupations are forbidden to all women and to children under 16 
years of age. Night work in factories is likewise forbidden to women and to 
children under 16 years of age; nor shall they be employed in commercial 
establishments after 10 o'clock at night. 

III. The maximum limit of a day's work for children over 12 and under 
16 years of age shall be 6 hours. The work of children under 12 years of age 
shnll not be made the subject of tl1e contract. 

IV. Every workman shall enjoy at least 1 day's rest for every 6 days' work. 
V. Women shall not perform any physical work requiring considerable 

physical etrort during the 3 months immediately preceding parturition· durin"' 
the mont~l fol~owing parturition they shall necessarily enjoy a period' of rest 
and shall rPCen·e their saluries or wu;!es in full and retain their employment 
alid the rights. they may have acquired under their contracts. During the 
I>erlod of lactation they shall. enjoy two extraordinary daily periotls of rest 
of one-half ho!J.r each, in order to nurse their children. 

u Amendment to par. X, art. 73, Constitution; Decree of Mar. 29, 1933. 
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VI. The minimum wage to be received by a workman shall be that considered 
suffielent. according to the conditions prevailing in the respective region of 
the country, to satisfy the normal needs of the life of the workman, his educa· 
tlon;- .and hiM ····lnwful .. plen'!!!ures, .. ;cnnsidering ·him· as :the· bend of a famlly. 
In all agricultural, commercial, manufacturing, or mining enterprises the 
workml'n shall have the right to participate in tf.\e profits in the manner fixed 
in C'lnu~e IX of this article. 

VII. The same compensation shall be paid for the same work, without 
regarrl to Aex or nationality. · 

VIII. The minimum wage shall be exempt from attachment, set-off, or dis
count. 

IX. The determination of the minimum wage, and of the rate of profit sharing 
described In clause VI, shall be made by special commissions to be appointed in 
each municipality, nnrl to be subordinated to the central board of conciliation 
to be established in each State. 

X. All wages shall be paid in legal currency and shall not be paid in mer
chandise, orders, counters, or any other representative token which it is sought 
to !!Ubstltute .for money. . 

XI. When, owing to special circumstances, it becomes necessary to increase 
the working hours tht>re shall be paid as wages for the overtime 100 percent 
more than those fixed for regular time. In no case shall the overtime exceed 
3 hours nor continue 'for more. tilUn 3 consecutive days·; and no 'WOmen of 
whatever age nor boys under 16 years of age may engage in overtime work. 

XII. In every agricultural, industrial, mining, or other class of work em
ployers are bound to furnish their workmen comfortable and sanitary dwelling 
plact>!'l, for which they may charge rents not exceeding one-half of 1 percent 
pPr month of the assessed value of t11e properties. They shall likewise estab
lish schools, dlspem'laries, and other services necessary to the community. If the 
factories are located within Inhabited places and more than 100 persons are 
employt>d therein, the first of the above-mentioned conditions shall be complied 
with. 

XIII. Furthermore, there shall be set aside in these labor centers, whenever 
thPir population Pxceeds 200 inhabitants, a tract of land of not less than 
5.000 Rquare meters for the establishment of public markets, and the con
struction of buildings designed for municipal services and places of ·amuse
ment. No saloons nor gambling houses shall be permitted in such labor 
centers. 

XIV. EmployPrs shall be liable for labor accidents and occupational diseases 
arising from work; therefore, employers shall pay the proper indemnity, accord
Ing to whether death or merely temporary or permanent disability has ensued, 
in accordance with the provisions of law. This liability shall 'remain in force 
even though the employer contract for the work through an agent. 

XV. Employers shall be bound to observe in the installation of their estab-· 
llshments all the provisions of law regarding hygiene and sanitation and to 
adopt adequate measures to prevent accidents due to the use of machinery, 
tools, and working materials, as well as to organize work in such a manner 
as to assure the greatest guarantee possible for the health and lives of workmen 
compatible with the nature of the work, under penalties which· the law shall 
determine. 

XVI. Workmen and employers shall have the right to unite for the defense 
of tlwlr respective interests, by forming syndicates, unions, etc. 

XVII. The law shall recognize tlle right of workmen and employers to strike 
allli to lock out. 

XVIII. Strikes shall bP lawful, when, by the employment of peaceful mPans, 
thpy shall aim to bring about a balance between the various factors of produc
tion, and to harmontze the rights of capital and labor. In the case of public 
RPrvlces thP workmen !'ball be obliged to give notice 10 days in advance to the 
Board of Conciliation and Arbitration of the date set for the suspension of 
work. Strikes shall only be considered unlawful when the majority of the 
sti·ikt>rs shall resort to acts of violence against persons or property, or in case 
of war when the st1ikers belon~r to establishments and services dependent on 
the Government. EmployePs of military manufacturing establishments of 
the Fetll•rul Government shall not be included In the provisions of this clause, 
inal'lmuch as they are a dependency of the National Army. 

XIX. Lockouts shall only be lawful when the excess of production shall 
render it necessary to shut down in order to .maintain prices reasonably above 
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the cOst of production. subject to the approval of the Board of Conciliation and 
Arbitration. _ 
· XX. DiJierenees or disputes between ·capital and labor ~ be snbnutted 
for settlement to a board of conciliation and arbitration. to con;ru.1: of an equal 
number of repre;;entatives of the workmen and of the employers and of one 
representative of the Governmeot. _ _ 

XXL If the employer shall refuse to submit his diJit>reoces to arbatration 
{)1' to attept the award rendered by the Board. the labor contract shall be 
~nsidered as terminated. and the employer shall be bonn~ to in~~ the 
workman by the paJ"Dlent to him of 3 months" wages. m addiUon to the 
liability which be may have incurred by reason of tLe dispute. If the workman 
rejects the award. the contract will be held to have tt>rminated. 

The Federal Labor Code re!!lllates in detail, among other matters, 
individual-labor contracts and those which may be entered into be
tween one or more labor Unions and one or sel"eral employers or 
association of employers, hours of labor, days of rest, salari~ obli
gations of employers, suspension and termination of lah<?r contracts, 
the riaht to strike and to lockout, workmen's compensation, and the 
inacbfu.ery set np to consider all matters and problems arising by 
reason of the .relationship of master and serrant and the enforcement 
of the laws relative thereto. 

Gn""ERAL PROVISIOXS 

The code defines a worker as any person who performs manual 
labor, or intellectual serri~ or bo~ for another by rirtne of a 
iabor contract. An employer is an individual or corporate body 
employing the services of another by virtue of a labor contract. 
Directors, man~ers, administrators, shipmasters, etc., and in gen
-eral all people who in the name of their principal exercise the func
tions of management or administration, will be considered the repre
Eentati¥es of the employers and as such will bind the latter in their 
relations with other workers. Freedom to eDeaage in any lawful 
work, profession, industry, or business cannot be restricted except 
when the rights of third persons or society are affected. . 

Xo enterprise may employ less than 90 percent llexican workers 
in each of the skilled and unskilled classes when more than 5 persons 
are employed, not including managers, directors, administrators, 
~r..erintendents, and general heads of enterprises. 

THB Di''DIVIDUAL LABOR CO~"TTL\cr 

. The ~dividuallabor contract is on~ by 'rirtue of which one person 
bmds h1mself to render personal sernces to another under his direc
!ion D:D!f. charge, in return for an agreed remuneration. It must be 
m wnting, except contracts for agricultural work, domestic service, 
casu~ or seasonal empl~yment for not more than 60 days and of 
Epeeific value not exceedinu 100 pesos. Minors under 12 may not be 
employed; _those over _12 'Lu~ under 16 may be, the corresponding 
contract bein~ made with theu- father or le!!'al representatives. Those 
over 16 may mcur such ob~gations directly. 

The co_n!ract must con~am the ~es, nationality, age, sex, status, 
and doiDicile of the parties, the sernces to be rendered the duration 
~f the contract, length of th_e _work:ing_day, the salary, ~d the place 
~f performance. . Any proVIsiOn the rem is nnll and void if contrary 
to the code; for instance, clauses providing less than the minimum 
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wa"'e or the employment of minors under 12· have i10 force and effect. 
Co~trncts for the employment of Mexican workers abroad must be 
authorized by the municipal authority where made and visaed by. 
the consul of the country where the services are to be rendered; the 
rmployer must deposit or guarantee expense of repatriation and 
must pay costs of transportation to the place of performance with
out deducting it from wages. Debts contracted by the worker with 
the employer1 his associates1 family, or sub?rdinates can be dema~ded 
-only up to 'an' amount eqUivalent to 1 month's wages. For fa1lure 
to perform laborers incur civil liability; under no· circumstances may 
coercion be llf'ed. · 

THE COLLECTIVE LABOR CONTRACT 

Collective labor contracts are agreements concluded between one 
or several labor unions and one or several employers, or one or 
more employers' associations, for the purpose of establishing the. 
conditions under which the work is to be performed. Every em
ployer who engages workers belonging to a union may ·be required· 
to enter into a collective contract with the union if requested to do so. 
It must be executed in writing, in triplicate, one copy being kept by 
the employer, one by the union and the third by the corresponding 
Board of ConciliatiOn and Arbitration, or in the absence thereof 
with the municipal authority. The contract must fix wages, hours of 
labor, nature and extent of work, rest days and vacations, and any 
other stipulations; it may be for a fixed time~ for an indefinite time, 
or for a definite piece of work. Collective labor .contracts may be 
revised in whole or in part every 2 years. I£ entered into by two
thirds of the employers and union workers in a specified branch of 
industry and in a specified district, it will be binding on all employees 
and workers in the branch of the industry in said district if so pro
,·ided by decree issued by the Federal Executive. The withdrawal 
of an employer from the employers' association or the dissolution 
of a trade union does not affect the existing collective labor contract. 
to which they are parties; unions which are parties to such agree
ments may bring actions arising out of the contract, to demand its 
fulfillment or payment of damages ·against (1) other unions and 
their members, (2) its own members, and (3) any other person 
bound by the contract. Individuals who are parties to such contracts 
may also sue, for performance or damages, other individuals or 
unions parties to the contract. 

Collective labor contracts terminate by (1) mutual consent, (2) 
reasons stipulated in the contract, (3) bankruptcy or liquidation of 
the business, (4) termination of the work contracted, (5) the raw 
material, in extractive industries, bec01ning exhausted, (6) physical 
or ~ental incapacity of employer, (7) an unforeseen event or force 
maJeure. 

In case of liquidation, workers must be compensated with 1 month's. 
wages, and the same is true in cases 5, 6, and 7. In case of general 
closing down, if the employer establishes another similar business 
within 1 year, either personally or through an intermediary, he must 
engage the same workers who had worked for him, or pay them 3 
months' wages, whichever the workers prefer. ·when an unforeseen 
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event or force majeure occurs and the business is insured, as. soon 
as the insurance is paid the workers must be compensated with 3 
months'. wages. 

WORKING HOURS ..U.'D REST DAYS 

Day work of not more than 8 houri; must be performed from 6 a.m. 
to 8 p.m., and the maximum of 7 hours of ni.:,uht. work fro~? S p.m. 
to 6 a.m.; and 7¥.! hours are allowed for the miXed working d~y. 
Children over 12 years of a~ and not over 16 may not work over 
6 hours a day, and '?n no ~asion may th~y or women work over
time, nor perform mdustnal labor at rught nor unhealthful or 
dangerous work. 

For each 6 days of work the laborer is entitled to 1 of ~--t. Obli
gatory rest days are May 1, September 16, and September 25. .An
nual vacation of at least 4: working days must be allowed; after 2 
years of service this must be increased to 6 days. u. 

WAGES 

The code ~uulates, with a great deal of ~~, the determina
tion and payment of wages. It defines the mmunum wage as the 
one which, taking into consideration the condition in each district, 
will be sufficient to satisfy the normal needs of life of the worker, 
his education, and reasonable pleasures, considering him as the head 
of a family. The fact that he should hue sufficient resources for 
his subsistence during the weekly rest days on which no pay is 
received; must also b6 considered. There must be taken into con
sideration also the f~~eilities provided by the employer such as 
lodgin.,os, fanning privileges, and cutting of firewood. The mini
mum wage may not be the object of set-off or discount. 

The amount of wages may be freely agreed upon, but it may not 
be less than that fixed as the minimum. The time for payment of 
wages may be fixed by the parties, but it cannot exceed 1 week 
for manual laborers and 15 days for domestic seiTants and other 
workers. Payment must be made at the place where the service is 
rendered, unless otherwise stipulated, but newr in places of amuse
ment, restaurants, etc=' except to persons who work there. The pay
ment must be made m legal currency only, directly to the worker 
or his duly empowered agent. No ~tention of wages can be made 
by way of fine, bnt·debts contracted by the employee with the em
ployer thro~gh advances, overpayments, ~rrors, _losses, damages, pur
chase of articles I!roduced by th~ enterpnse, or mcome of any n21ture 
may be deducted m the proportion agreed to by the worker. but not 
to exceed 30 percent of that part of the wa~ exceedina the mini
mum. Deductions may also be made for :ruon dues ~ooperati¥e 
organizations, and savings funds which the workers e:xPresslv a~ 
to. 0¥ertime work must be paid at the rate of 100 percent ~ore 
th~n that fi~ed for normal_ working hours. Full wages must be 
paid for obligat()ry rest penods and ncations, and for the 8 dns 
preceding and 30 following childbirth during which women may re,~. 

2& Chapt~ Ill of tiM> rode ~ntalna other prorisJona on thJa matter deaJlng with ther 
&SJI"l'l:i and dela.ila of the problem. o 
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WORK RULES 

The regulations between employer and employees in the execution 
of the work of a business are gonrned by so-called work rules. 
These must contain the following stipulations in addition to any 
other which may be deemed advisable: · 

1. Time to enter and leave and for meals and rest periods during 
the day. . . 

2. Place and time of beginning and ending the working day. 
3. Days and hours fixed for cleaning the machinery, premises, etc. 
4. "~ arning to a void hazards, and first-aid instructions. 
5. Dangerous and unhealthful work not to be performed by women 

or children under 16. . 
6. 1York of temporary or transitory character. 
7. Time and place of :payment. 
B. Time and manner m which workers must submit to physical 

examinations, prior to employment and periodically. 
9. Disciplinary provisions and the manner of their application. 
10. Other regulations necessary to obtain the greatest regularity 

and security in development of the work. 
Work rules must be printed or legibly written ancl posted in a · 

conspicuous place in the establishment. To be effective, a eopy 
thereof must be deposited with the corresponding Board of Concilia
tion and Arbitration. 

WORK OF WOMEN AND CHILDREN 

Art ides 106 and following define dangerous work for women and 
childrPn under 16. These persons may not work in places where 
alcoholic beverages are sold and in dangerous work such as oiling 
and working on machines, automatic saws, shears, sharp knives, drop 
hammers, and other mechanical apparatus, underground or undersea 
work, manufacture of explosives, inflammable substances, alkali 
metals, and others so declared by law, regulations, contract, or work 
rules. The following are considered unhealthful occupations inso
far as these persons are concerned: (1) Those which involve the 
danger of poisoning, (2) any industrial operation in which poisonous 
gases or vapors, etc., are liberated, or (3) in which dangerous or 
injurious dust is given off, or ( 4) which produces continuous damp
ness, and (5) others ·so specified by law, regulations, contract, or 
work rules. · 

OBLIGATIONS OF EMPLOYER 

The obligations of the employer are defined in great detail in the 
code. He must provide sanitary and comfortable houses, for which 
a rent not to exceed one-half of 1 percent monthly of assessed valua
tion may be charged. He must also provide sanitarv conditions, 
safety de,·ices, tools and instruments, compensation for accidents, 
instruction for children of workers, if the work place is in a rural 
ct-nter more than 3 kilometprs from the nearpgt town and there are 
more than 20 children of school age, in such rural labor centers. 
If the number of inhabitants exceeds 200, the employers must furnish 
land for certain municipal buildings and recreation centers. There 
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are several other obligations imposed on employers enume~ated in 
article 111 of the code with regard to payment of wa~es, fa1r treat
ment provision of medicines, deductions for. labor unwns and coop
erati;e societies and others. Preference m the employment of 
workers must be' given to .Mexicans over foreigners, and to me~bers 
ofJegally constituted unions over workers who are not ~o orgamzE'd. 

The employer ~~y not require wo~kers .to buy arhcles of ~on
sunlption at a specliied place, nor reqwre withdrawal ~rom a um.o~, 
receive gratuities for giving employment,_ make collectiOns or solicit 
subscriptions in -labor centers, restrict m any way the worker's 
rights, conduct political or religious propaganda in the establi~h
ments use blacklistinrr systems to prevent laborE'rs from securrng 
employment; the empJ~yee cannot carry arms inside the ~ork places 
without proper permissiOn, nor appear there under the mfluE'nce of 
liquor, narcotic, or drug. . 

OBUGATIONS OF WORKERS 

Among the duties imposed by the code on workers the following 
are outstanding: To render assistance when needed in case of in1mi-

_ nent danger to employer's person or interests, or those of his fellow 
workers; to unite in the organization provided by law; to submit 
differences with employers to such organizations; and to vacate 
employer's houses within 15 days after termination of the labor 
contract or within a month in case of agricultural workers or 
farmers. Article 113 of the code forbids workers to reveal tE'chnical, 
commercial, and trade secrets, or to commit any act which may 
endanger their own lives or those of their fellow workers or third 
persons, or the safety of esta-blishments or workshops. 

MODIFICATION AND SUSPENSION OF LABOR CONTRACTS 

L~bor contracts ~ay be reyised ~pon petition of either of the 
parties. The operation of such contract may be temporarily sus
pended because of !ack of funds or r~w materials, overproduction: 
unprofitable operation of the enterprise, fortuitous event or force 
majeure, death or disability of employer, circumstances under which 
the worker contracts any contagious disease, and failure of the 
worker to comply with the contract in consequence of imprisonment. 
Notice of resumpti~n of work must be given by the employers, the 
former workers hem~ P.roperly recalled and reemployed if they 
presen~ themselves w1thm 30 days from date of resumption of 
operations. 

RESCISSION OF LABOR CONTRACT 

Among the principal caus.es which entitle the employE'r to rescind 
a l~bor contract are: ~ece1t of the worker or that of the union 
which recommended hrm, worker's lack of honesty or inte!!ritv· 
~cts of violence_, threats, intentional material damage to the build~ 
rng, tools, etc., mrmoral acts at work place by worker, re¥elation of 
trade secre!s, and abse_nC? from. work more than 3 tin1es during 
1 m_?nth Without permissiOn or Just cause. The worker may also 
rescrnd the contract for the same causes attributable to the employer. 
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TERMINATION OF LABOR CONTRACTS 

Several grounds are set forth in the code for the termination of 
IaLor contracts. The most important are: Mutual consent of the 
parties, stipulation in the contract itself, completion of the work, 
Lnnkruptcy or liquidation of the concern, shutdown, physical or 
mental incapacity of either party, and decision of the proper board 
of conciliation and arbitration. Termination is also permitted where 
the worker serves in a managerial, fi&al, or supervisory position 
and loses the confidence of the employer; but if he has been promoted 
Ly right of seniority from a position where his seniority right 
exi~ts in the enterprise, he shall be returned to his former position 
unless there is a justifiable cause for his dismissal. The same pro
cedure is observed when a worker who serves in a confidential 
position requests to be returned to his former employment. 

DOMESTIC LABOR 

The domestic servant is defined as a worker of either sex who 
haLitually performs the work of cleaning, cookin~, and other serv
ices inside of a house or other place of residence. Servants in hotels, 
re~taurants, hospitals, or other similar commercial establishments 
are not included, but they come under the provisions of the labor 
contract in general. Domestics are £>ntitled to {1) be treated with 
proper consideration, (2) board and lodging, (3) be allowed to . 
attend night school, {4) payment of funeral expenses in case of 
death, and, in the event of sickness not of a chronic nature, to 1 
month's wages and medical attention. 

REGULATION OF LABOR IN VARIOUS INDUSTRIES 

Special rules governing the performance. of various kinds of 
scnices are embodied in the code. These apply to work on the sea 
and on navigable rivers, railroads, agriculture, small industries, and 
horne work. Railway companies are reqmred to employ only 
:\Il•xican labor; managerial positions may be filled by foreigners, 
but in technical and administrative positions foreign personnel may 
be employed only when Mexicans are not available. Subject to 
agreement between the parties, time worked in £>xcess of 48 hours 
a week by day, 45 partly by day and partly by night, and 42 entirely 
bv night mav be considered as overtime in railroad work. 
·The work· of agricultural workers ("peones de campo ") is regu

lated by the code. The employer of these laborers may be the lessees 
or share tenants of the lands or the owners thereof; they must 
furnish (1) compensation for accidents and occupational diseases, 
(2) free sanitary dwellings and medical attention, (3) a tract of 
land to be cultivated by the worker for his o":n aceount, wh~never 
the farm consists of more than 50 hectares, (4) building timber and 
firewood from the neare::;t woods of the farm, to be cut and gathered 
fl'ee of charge by the workers themselves, ( 5) grazing rights up to 
3 head of cattle and 10 head of sheep, and (6) other rights and 
privileg-es of minor importance. 

Small industries are tho!'e which employ up to 10 workers if 
power-driven machinery is used, and up to 20 workers when such 
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machinery is not used. Home work is that performed by any person 
to whom goOds are delivered to he manufactured at ho~e. or any 

. other place not under the control of the person furmshmg the 
material while family workshops are those whose only workers are 
the wife' descendants or wards of the owner. Employers of these 
workers ~re subject td the same obligations prescribed. for employers 
in general; however, as ~ega~ds workmen's compensation, the boa.rds 
of conciliation and arbitration may fix the amount and the time 
limit for its payment at not less than 20 p~rcent of. t~e figure pro
vided for industry in general. Co~pensl].tiOn for InJury does !lot 
apply in family workshops. These kinds of employm~~t are subJ_ect 
to supervision by labor inspectors, and all the proVIsiOns relatmg 
to sanitation and hygiene must be obsen-ed. 

CONTRAcr OF APPRENTICESHIP 

. Whenever a party agrees to render persona], services ~o another 
in return for training in an art or trade and the compensahon agreed 
upon, he is considered an apprentice. The corresponding contract 
must contain the time of training and the amount of compensation. 
Employers and workers must admit into every undertaking appren
tices numbering not less than 5 percent of the total number of 
workers. If there are less than 20 workers one apprentice may 
be employed. -

Apprentices in skilled trades are examined annually, or at any 
time they may request, by a Inixed jury of expert workers and 
employe.rs presided oYer by a representatiYe designated by the 
labor inspector. 

UNIONS 

The act defines a union as an association of workers or employers 
of the same occupation, trade, or specialty, or of similar or connected 
occupations, trades, or specialties, organized for the study, improYe
ment, and defense of the common interests. Four classes of unions 
are recognized in ~Iexico, namely, trade unions formed by indi
viduals of the same occupation, trade, or specialty, company unions 
formed by individuals engaged in yarious occupations, trades, or spe
cialties who work for a single concern, industrial unions formed by 
individuals of Yarious occupations, trades, or specialties who work 
for two or more concerns, and unions of various trades formed by 
.workers in different trades. The one last mentioned may he formed 
only when in the particular municipality the number of workers in 
the same trade is less than 20 . 
. Employers and workers may_ f~rm unions without prior authoriza

tion; .no one may. he forced !o Jom or not to join a union." In order 
to enJoy legal. e_~nce, umo~s m1_1st be registered with the proper 
bol!r<;l of ~oncll~~bon and arbitration. They may not inteiTene in 
religu;ms or political matters, engage i}l_trade for lucratiYe purposes, 
use . VIolence to compel workers to Jom, or foment criminal acts 
against persons or property. They may form federations and con
feder~tions which must be re~ered with the Labor Department. 

Uruons may reque~ and obtam from the employers the discharge 
c:>f me!llbers who .resign or are expelled from the union, whenenr 
ihere IS an exclusiOn clause. Those who are 12 years of age or oYer 
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may JOin a union, but only those over 16 may participate in its 
management; :foreigners may join but may not hold office on the 
board of directors of the organization. 

COALITIONS, STRIKES, AND LOCKOUTS 

A coalition is an agreement made by a group of workers or em
ployers to defend their common interests. A strike is defined as a 
temporary suspension of work as a result of a workers' coalition 
and may be called (1) to obtain a balance amon(J' the various fac
tors of production, harmonizing the rights of labor with those of 
capital, (2) to obtain from the employer the making or enforcement 
of a collective labor contract, (3) to demand a revision of the lat
ter contract, and ( 4) to aid a strike called for any of the other three 
purposes. In order legally to call a strike it must be approved by 
a majority of the workers in the enterprise concerned, and it must 
be limited to the mere suspension of work and not to the commission 
of acts of violence against persons or property. Before it can be 
declared the demands of the workers must be presented to the em
ployer with notice of the time it will begin, such notice to be given 
not less than 6 days prior to calling the strike, and, in case of public 
services, 10 days. .A. copy of the petition must be sent to the board 
of conciliation and arbitration. The strikers must wait for the 
employer's answer or until the end of the time fixed if no answer 
is received. 
If the board decides that a strike is unlawful.or is not declared 

for one of .the purposes indicated in the code, it will declare the 
labor contract ternunated; thereafter the employer is free to make 
new labor contracts. If declared by less than a majority of workers, 
if the prerequisites. are not complied with, and if it is contrary to 
the labor contract or labor code the board will declare within 48 
hours after the work is suspended that no strike exists; the W<>rkers 
must return to work within 24 hours thereafter or the labor contract 
is terminated. If the strike is held proper and the employer is at fault, 
it must expressly order the employer to pay the wages due for the 
whole period of the strike; to safeguard the rights of the strikers, 
the employer is prevented from engaging other. workers. If any of 
the prescribed formalities are omitted the workers will be paid no 
wages during the time they are on strike, even if the emJ?,loyer is 
held to be at fault and the strike has a lawful purpose. Stnkes may 
be settled not only by the board of conciliation and arbitration but 
also by the parties or other persons chosen by them. 

A lockout is a temporary, partial, or total suspension of work as a 
result of a coalition of employers and is lawful whenever an excess 
of production requires it in order to maintain prices at the profitable 
level. The approval of the board of conciliation and arbitration 
must be obtained to declare a lockout. If unlawful, the work must 
be resumed and the workers paid their wages for the time of the 
suspension. 

OCCUPATIONAl. HAZARDS 

Occupational risks are the accidents or diseases to which the 
workers are exposed, arisin~ out of or in the course of their employ
ment. An industrial accident is any injury requiring medical or 

lilH7-34-9 
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surgical treatment, or any mental or functional disturbance of a 
permanent or temporary nature, taking place immediately or at 
a. later time, or causing death, and .any external injury caused by 
a violent exertion brought about under similar circ!-lms~ances ... 

"\Vhen the hazard results in the worker's death, h1s wife, legitimate· 
or illegitimate children under 16, and his ascendants dep_endent ?n 
him, or if there are none, his p~rtil\1 or total dependents w1ll be pa1d 
by the employer 1 month's . wages for funeral expenses and an 
amount equivaient to 612 days' wages. If the worker is permanently 
on totally disabled the compensation will consist of an amount 
equivalent to 918 days' wages. In case of permanent partial disa
bility, the compensation consists of the percentage fixed in the sched
ule of disability valuation set forth in the code, calculated on the 
amount payable in case of permanent total disability. If the acci
dent results in temporary disability, the worker is entitled to 75 per
cent of his wages while unable to work; medical examination of the 
worker every 3 months may be made to determine whether he should 
continue to receive the same medical attention and compensation. 
The worker is entitled to receive the 75 percent of his wages for 1 
year only. The employer may insure the workers against occupa
tional hazards in amounts not less than the compensation provided 
by the code and at the employer's expense. The parties may also 
agree to substitute a temporary or life annuity equivalent to the 

·compensation for the latter. 
Employers are required to keep in their factories the necessary 

medicines for urgent cases. If they have from 100 to 300 workers a 
first-aid station equipped with medicines and supplies, necessary for 
urgent medical and surgical attention, must be established, to be at
tended by competent personnel under a surgeon-physician; if they 
have more than 300 employees t?iey must hav~- a:tr•irtfirmary or hos
pital under the care of a phyt>ician. The employers may comply 
with these conditions by making the proper arrangements with a hos
pital or sanitarium within 2 hours or less from the establishments 
by the ordinary means of transportation. 

LABOR AUTHORITffiS 

The administration of the labor code rests .with the ( 1) municipal 
conciliation boards, (2) central conciliation and arbitration board.•• .. 
(3) Federal conciliation boards, (4) labor inspectors, (5) special 
minimum-wage boards, and (6) labor attorneys. . 

Municipal conciliation boards consist of a chairman, appointed by 
the municipal authorities, and one representative of the workers and 
another of the employers. They have jurisdiction (1) to hear for 
purpose of conciliation all disputes and controversies between work· 
ers and employers, (2) to report to the central board controversit-s 
under its exclusive jurisdiction.and disputes in which no agreement 
could be reached, (3) to sanction agreements executed by the parti~ 
(4) to carry out the procedure and instructions ofthe central board!i.. 
and ( 5) to exercise any other powers or duties conferred on them by 
law or regulations . 

. Central boards of conciliation and arbitration are organized in UJ. 
capitals of the States and Territories and in the Federal District, an! 
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nre compo:-Ptl of 11 rPpresentative of the governor of the State or 
Territory or l'hid of the Federnl Di!>1rict, a representative of the 
workers, and another of the employers for each branch of industry 
or ~roup of diverse labor. Their powers and duties are: 

1. To hear all collective differences and disputes, arising out of 
labor contracts or acts intimately related thereto, and affecting all 
the industries of the State. 

2. To hear and arbitrate such disputes and difference!'! when the 
pnrtit>s are unable to come to an agreement. 

3. To declare lockouts lawful or unlawful when they affect all the 
industries of the jurisdiction. 

4. To decide questions of competence of central and municipal 
boards. 

5. To review the acts of the special minimum-wage commissioners . 
. 6. To see that municipal boards are organized and functioning 

properly and to give orders and instructions to the same. 
i. To approve and disallow work rules. 
Federal boards of conciliation function solely for the purpose of 

brin~ng parties to an agreement-they are formed like municipal 
boards and are presided over by the labor inspector. The Federal 
board of conciliation and arbitration is established in Mexico City 
for the purpose of hearing and decidin~ disputes between laborers 
and employers in enterprises or industnes operating under Federal 
roncession, or whose activities are carried on totally or partially 
within the Federal District, such as transportation and communica
tion companies, Inining, and othe~ The board is composed of one 
workers' representative and one employers' representative, for each 
inuustry or group of various allied works or industries, and the 
chairman appointed bv the office of the Secretary of Industry, Com
merce, and Labor. The Federal board in bane has power to hear 
and settle disputes between workers and employers in industries or 
groups lmder Federal jurisdiction or, if not under Federal jurisdic
tion, when two or more Federal entities are affected. It has super
visory power over :Federal boards of conciliation and power to issue 
instructions to them and to hear and decide questions of competency, 
and to issue the internal regulations of the board. The special 
groups that make up the board have power to hear, for the purpose 
of conciliation only, the differences and disputes in one industry or 
hranch of work and those forwarded for this purpose by Federal 
Loards of conciliation, when the parties do not arrive at a solution 
there. 

LaLor inspectors must see that the provisions regarding hygiene 
and safety in workshops, as well as those specifying the rights and 
obligations of workt>rs and em plovers, are duly obServed; they are 
particularly charged with the enforcement of the rules governing 
the ni~ht work of minors and women. To this end they may enter 
the premises of companies at any hour of the day or night and 
question the personnt.>l, and call for such documents and fi!es as the 
law requires. LaLor inspectors may be local or Federal; the former 
are appointed by the State ~ovcrnors and the chief of the Federal 
District, and the latter by the office of the Secretary of Industry, 
Commerce1 and Labor. These authorities may also appoint attorneys 
for the detense of the interests of wnge earners. 
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Minimum wa!m boards, composed of not less than two represent. 
atives of the wo';ker and two of the employers and one appointed by 
ihe municipal authorities to act as chairmany mmt be organized by 
the central board of conciliation and arbitration, in November of the 
even years, to study the economic situation of the district for which 
it is proposed to fix a minimum wa~ and the different classes of 
work. For this purpose they must study data concernin~ the cost of 
living, the amount necessary to meet minimum necessities_ of the 
worker, the economic conditions of the coru.IUilers' markets, and any 
further data that may be considered necessary for the better dis
charge of their duties. 

The last part of the Mexican Labor COOe sets forth in minute 
detail the rules governing the proceedings before the various bo~ 
including the proper pleadin,os, impeachment of witnesses, precau
tionary measures such as attachments and bonds to guarantee the 
appearance of persons, and the execution of the awards rendered by 
the boards. In its concluding sections the code defines the liabilities 
of the members of the various boards and the penalties to be imposed 
for failure to observe the requirements of the code. _ 

Noru-See .. Labor ~atioD iD llenro ". BulletiD :So. 569. Bureau of I.a.110r Statio
tics. J)epartmeDt of Labor; The FMeral Labor Code. I..egis)ati1'e Sftiell 1931. No. 1 Inti'T· 
national Labor Orpnbation. Wa!lbinpoo. D.C. : Trontol!O. ~ The .Me.Dm.o F..cteni Labor 
Code". Zl International Labor Reriew 631, May 1. 1933. For an ex"''!'lleot "tat..m...,r 
and detailed anaJJ'sis of Me.xim.o labor i<;pslation. Sl'e Cormartt and Barb·r·,; - n .. 
lle.xirao Litbor Law "". 7 Southern California La• Renew .251. 



X. COl\11\ION CARRIERS 

The operations of common carriers in Mexico and their rights 
and liabilities are defined and regulated by the General Law of 
Means of Communications, the Code of Commerce, and the Civil Code 
of the Federal District and Territories. The first one regulates com
munications by rivers, lakes, canals and territorial seas, railioads, 
highways, brid~es, oil pipe lines, air navi~ation, telephone, telegraph, 
wireless ( incluoing radio), and mails. As regards carriers, this law 
is principally concer.ned with their authorization to use the means 
of -communications and their operations. The Code of Commerce, 
on the other hand, is concerned with the economic and commercial 
'activities of carriers, defining their duties, rights, obligations, and 
'liabilities with respect to shippers and consignees. This code· first 
~treats of carriers by land and river and then of those by sea and 
locean; air transportation is not treated, since it is of more recent 
brigin. The law mentioned above also provides that the Civil Code 
bf the Federal District and Territories will apply to contracts relat
'ling to means of communication and transportation whenever it and 
the Code of Commerce fail to provide accordingly.1 

CARRIERS BY LAND AND RIVER 

THE BILL OF LADING 

· The sen-ices of carriers by land and river are secured through 
the transportation contract. This is a mercantile obligation when 
it involves merchandise or other commercial objects, or when the 
carrier is a merchant or is habitually engaged in transportation; it • 
is then governed by the Code of Commerce. The contract of trans
portation is evidenced by the bill of lading which is issued by the 
carrier to the shipper, setting forth: 

1. The names and domiciles of the carrier and &hipper. 
2. The name and domicile of the person to whom or to whose 

prder the goods are consigned or provision for delivery to the bearer 
of the bill. 
' 3. Description of the goods, with expression of the kind, weight, 
and marks on the packages. 

4. Cost of the transportation, date on which the carriage is made, 
place of delivery to carrier, time and place of delivery to consignee. 
, 5. Indemnity payaLle by carrier in case of delay, if any is 
stipulated. 

The lack of any of these requirements does not invalidate the bill; 
the facts lacking may be established by presentation of evidence. 

The bill of lading may be in favor or to the order of a consignee 
lor to bearer, and must be issued from stub books. Copies thereof 

1 General Law of l\IPnos of Communlrntlons of Aug. 12, 11132 (Diarlo Official, Sept. 2S. 
19:121. ben>lnafter elted na Commonleatlons, art. 4. 

123 
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may be issued to the interested parties. '!he holder of t~e hi!!_ be
comes subrogated to the rights and obligations of th~ earner. :Smet> 
the bill of ladina is the evidence of the transportation contract, all 
controversies ar~ina in its execution and performance must be de
cided by the conte:ts of the bill, the only defenses admitted being 
fraud and material error in the making. . 

Upon performance of the contract the bill of lading is exchanged 
for the !!OOds; at this time all ·claims of the parties against each 
other m:st be set forth in writing on the bill; otherwise they are 
lost. Should the consi~ee be unable to produce the bill, because it 
has been lost or for ~y other reason, the goods will be delivered 
to bini upon his signing of the proper receipt. Whenever the bill 
is lost, controversies l!lust be decided by the evidence presented by 
the parties, the shipper being forced to prol"e delivery to the 

• 2 earner. 
RIGHTS AND OBLIGATIO:SS OP' THE SHIPPER 

The shipper must deliver the merchandise to the carrier, at the 
time and place and under the conditions stipulated; he must deli¥er 
to him all fiscal and municipal documents to permit the free transit 
of the goods. The shipper must suffer the loss occasioned by con
fiscation, fines, or penalties imposed for riolation of fiscal laws and 
must pay the carrier the damage suffered therefrom because of the 
shipper's nonperformance. The shipper is also liable for the loss 
or damage of the goods which arise from their own defects or from 
fortuitous events. He must pay all necessary disbursements made 
by the carrier outside the terms of the contract and in its perform
ance and must transmit the bill of lading to the consignee in order 
that it may be used when the merchandise arrives. 

The shipper may change the consignment or destination of the 
goods while in transit upon giving the proper order to the carrier. 
surrendering the original bill of lading and receivina another in 
txchange, and paying the freight agreed upon.s "" 

RIGHTS AND OBUGATIO:SS OP' THE CABlliER 

The carrier is bound: 
L To re~h·e the m~rchandise ~t the time and place stipulated. 
2. To begm and finish the carriage bv the stipulated route within 

the time agreed, and, if no time is fixed, then at once and bv the 
first convevance: ' · 

3. To take care of and preserve the merchandise until deliverv to 
the consignee. • 

4. To deli¥er the goods to the holder of the bill of ladina or to the 
proper order if there is no bill. "" 

5. To pay the indemni~ ~rovided for his delay or any damage 
caused then:by, by deductmg ~~from th~ freight charge. 

6. To d~li¥er th~ merch~dise by W~Ig~t, count, ~r measure if so 
called fo: m the bill of la<!ffig, unless It IS packed, m which case he 
must debl"er the packages m good condition. 

a Code of Commerc=e. arts. 576. 581-585. 
a Code of Commerce. art&. 588-589. 
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7. To prove that the loss, dam~ae, or delay incurred was not due 
to his fault or negligence if be aileges be is not liable thereon. 

8. To pay the loss or damages for which he is liable, at the pric~ 
the merchandise had at the date and place of delivery, to the. con
'si!mee as fixed by experts in accordance with the terms of the hill. 

'"9. In general to pay the shipper or consignee the losses and dam
ages suffered by them through his fault or failure to perform the 
contract. 

The carrier is entitled : 
1. To receive half the freight charge if the shipment is not made 

throuo-h the fault or negligence of the shipper, and the whole amount, 
if, in ~ccordance with the contract, he furnished a special conveyance 
exclusively for the shipment, deducting any amount received for 
other use of the same. . 

2. To rescind the contract if force majeure prevents the continua
tion of the trip, or to continue it when the impediment is removed, 
if he does not rescind the contract, by the same route if possible; if 
not, by tlie most convenient one; if the ~atter is longer and more ex
pensive he may collect the excess, but nothing for the delay. 

3. To demand the opening and examination of the packages at the 
time he receives them; should the shipper refuse to do this upon de
mand, the carrier is relieved of liability except the one arising from 
his fraud. 

4. To deliver. to .the consignee the uninjured portion of the mer
chandise provided its yalue is not diminished by the separation. 

5. To retain the merchanclise transported until paid· the freight 
charge. 

6. To procure the judicial deposit of the merchandise at the place 
of delivery if the consignee or his agent is not found therein or if he 
refuses to accept delivery, the condition of the goods being first de
termined by experts. 

In the absence of stipulation to the contrary, the carrier may 
contract for the transportation of the merchandise by another party; 
however, he remains the carrier with regard to the original shipper 
and becomes the latter with respect to the second carrier who is bound 
to deliver to the consignee. The liability of the carrier for loss, 
or damage, is extinguished by the receipt of the merchandise with
out complaint, or by the lapse of 6 months in case of shipments 
within :Mexico and 1 year for those to foreign countries, counted 
from the day following the one fixed for the end of the trip, in case 
of loss, and from 24 hours after delivery of the merchandi8e in 
case of daniage. • . 

BIGHTS AND OBLIGAnONS OP TBB CONSIGNEE 

The consignee must. (1) receive the merchandL"l' promptly, when 
lts condition permits and it is in the condition set forth in the bill 
Df lading; (2) open and examine the packages upon receipt if re
quired by the carrier, who is released from all liability except for 
fraud, if this is refused; (3) surrender the bill of lading or a receipt 
H it is lost; (4) pay the freight charges and expenses s9:v.ing any 

•code of Commeree, arts. 59~94 and 577. 



126 TRADING UNDER THE LAWS OP MEXICO 

claim he may have; (5) enforce ~~ right he may han. against the 
carrier within 24: hours after receipt of the merc~an~e, and (6) 
comply with the ~tructions of the ~hipper and nohfy hrm promptly 
of anything- affectmg the merchandJ..Se. . . 

The consignee is entit~ed (1) t~ hav_e the g~_dehvered to hin1 so 
lona as he holds the bill of ladma ISSUed m hiS favor, regardless 
of ~y later orders to the contra;y given by .the sh~pp~r; (2) to 
refuse to receive the goods in the cases preVIously mdica.ted anJ 
when their value is not enouah to cover·the expenses to be mcurred 

. in receivina keepina, and S:llina them unless he is prorided with 
funds by the shipp:r; (3) to .; re~bursed immediatel:r:. a~y ad
vances made by him and to all other rights conferred herem. 

PREPARATION .n'D EFFECT OF CARRIERS' REGULATIONS 

Carriers generally prepare and operate under regulations, ap
proved by the Secretary of Communications, governing such mat
ters as rate schedules, time and distance tables, classifications, and 
other matters. Such rules have the force of law when not contrary 
hereto, and, therefore, must be published in the official newspapers, 
circularized freely, and otherWise brought to the attention of the 
public.• 

CARRIERS BY SEA AND OCEAN 

· The Code of Commerce prescribes certain rules of liability and 
with regard to contracts in the case of carriers by sea. These will 
govern vessels other than Mexican when they enter the territorial 
waters of Mexico and come within the laws of that country. 

The shipowner is liable for all indemnities in favor of third 
parties by reason of acts of the captain in the custody of the freight; 
he may avoid this liability by abandoning the vessel with all its 
appurtenances and freight charges unless he is also the captain or 
is a c~wner. The owner is not liable, however, for the excesses 
comnutted by the captain and the crew, the party injured being 
limited to recourse against the person and property of those at 
fault.' . 

The captain is liable for the damages caused in case of failure to 
make a contracted voyage, unless it is due to fortuitous event or 
force majeure. He is liable to the owner and the latter to third 
persons for: 

1. All the damages su1fered by the ship and its cargo by reason of 
his lack of knowledge or negligence. 

2. The robberies perpetrateq by the crew. 
3. The losses, ~es, and c?n.fiScations imposed for violating the 

. laws an<J re~atlons govermng cust()ms, police, health authorities 
and naVIgation. ' 

4. Damages caused by disputes taking place on board ship or by 
offense of the crew in the ser;vice or defense of the vessel if he fails 
to prove th!t he opportunely ~sed all hls authority to prevent them. 

5. Dama.,e c~use? by_ the ill use of the . power and failure to 
perform the obligations lillposed on him. · 

• Code of Commerce, arts. 5S5-596. 
• Code of ColliJllerce, arts. 597 aod 600 
7 Code of Commerce, arts. 672-673. • Com.muolc:ations. art. 3. 
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6. Damages caused by the changing of the course without ju..c:t 
cause, in the opinion of the board of officers of the vessel assisted by 
the loaders and supercargoes. _· 

1. Damages caused by voluntarily entering a port different from 
the one of destination, outside of the cases and without the formalities 
of article 686. 

8. Damages resulting b;r not observing the provisions of the reg
ulations governing position of lights and operations to prevent 
collisions. 

The captain is responsible for the cargo from the time it is 
delivered at the dock or alongside ship until delivered by him at 
the shore or wharf at the destination unless otherwise stipulated. 
He is not liable for the damages suffered by the ship or the cargo 
due to force majeure, but he is liable f'or those due to his own fault, 
any stipulation to the contrary notwithstanding; nor is he liable 
for any obligations contracted by him in repairing and provisioning 
of the vessel unless he contracted them in his own name or account. 
The pilot is liable for the damage caused to the vessel and cargo 
through his negligence or inexperience.8 

The cargo is subject to a lien for the payment of the freight 
charges and the expen..."E!s incurred in its transportation; the captain 
may retain it and demand the sale of the portion necessary to cover 
the amounts due. This liability extends for 20 days after delivery 
or deposit, even though other creditors exist or the shipper or con
signee is thrown into bankruptcy; however, this right cannot be 
exercised against third-party purchasers in good· faith and for a 
consideration." 

THE OCEAN BILL 01' LADIXG 

When the transportation of merchandise by sea is contracted the 
captain of the vessel and the shipper must draw the bill of lading, 
setting forth (1) the name, flag, and tonnage of the vessel, the name 
and domicile of the captain, the name of the shipper, and of the 
consignee if the bill is nominative; (2) the amount, quality, marks, 
and number of packages of the merchandise, and (3) the freight 
charged and "capa" (amount per ton of freight al1owed the cap
tain). The bill may be drawn to bearer~ to the order of or to the 
name of a specified person, and must be signed within 24 hours after 
the cargo is received on board, the shipper being entitled to demand 
the unloading of the goods at the expense of the captain if he fails 
to do so and all the damages resultinu therefrom. Four copies of 
the original bill of lading will be maJ'e, signed by the shipper and 
captain, one to be retained by shipper and one for transmittal to the 
consignee. The captain retains one and sends one to the shipowner. 
Any number of bills may be issued, but if thev are to order or to. 
bearer, the destination of each must be expressed. If a duplicate of 
the consignee"s copy is issued the fact that it is a duplicate, as well 
as the fact that it is valid only if the first one is lacking, must be 
expres:-ed. Bearer bills to be transmitted to the consignee are 
transferable by. d_elivery and those to order by endorsement; the 
transferee or enClorsee will acquire all the rights and actions of the 
transferer on endorser in the merchandise. 

• f'otle of Commeree, arts. 11!12--69-l and 706. 
• Code of Commerce, arts. 740o-742. 
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Bills of lading ~nstitute full p~oof among th~ interested. in the 
cargo and between these and the msnrers, exce~ting tJ!at the latt~r 
may produce proof to the contrary. If the variOus bills a~ not m 
a~ent and none have amendments or erasure~ those Signed by 
the captaht or shipawner and in the possession of the ~pper or 
consignee constitute full proof against the fo~er; th~ Signed by 
the shipper and in the possessio!l of the capt:un or slnpown~r: con· 
stitnte fn]l proof against the shipper or cons.Ignee. The I-:g~hmah 
bearer of a bill of Jading who fails to present 1~ t~ the cap!~ IM;fon 
unloadinu forcinu him to place the merchandise m deposit, Is liable 
for the ~ts of ;'arehousinu and all others can....-ed thereby. 

The captain f!l&] notch~~ the destin~tion of the merch~dise. 
Should he permit 1t at the ~uest of the shipper, he 1!1&--:t _prenou.sly 
recover the bills of lading ISSUed. under ~nalty of bability for the 
cargo to the leptimate bearer of the bills.. If seyeral persons prese~t 
"bearer" or to order" bills endorsed m their favor, the captam 
will deliver the merchandise to the holder of the copy first issued by 
him, unless the subsequent bill was i~--ued because the first one wa~ 
lost and both thereafter fall into the hands of different persons; in 
this case, and in the case where second or subsequent copies are 
:presented without the first being lost, the captain must request thf 
JUdicial deposit of the merchandise for delivery to the person entitled 
to it; the ocean bill of lading gives rise to executory action to obtain 
delivery of the merchandise or payment of the freight charges and 
expenses, as the case may be.10 

UABILITY OF COMMON CARRIERS 

In addition to the liability imposed by the Code of Commerce 
on common carriers as discussed above, the General Law of Means 
of Communications provides several rules which merit some con
sideration in this regard. Carriers may o:perate in Mexico in one 
of two ways, by contession or by permissiOn of the Secretary of 
Communications. In the latter class are railroads and private 
roads within 100 kilometers of the frontiers or 50 kilometers from 
the coasts, vehicles, private airplanes, and those used to transport 
agricul~ o~ industrial products, and radio broadcasting for cul
tural or SCientific puryoses. In the absence of stipulation to the con
trary, carriers operating under & concession such as maritime vessels 
and railroads, in th~ case of loss or damage to the merchandise they 
transport, must pay 1ts market value at the place and date of deliYerv 
to them, and the consequent d~aes su:ft'ered by the parties in accord
ance with the Code of Commerce. 

The liability o~ carriers cannot be limited, except when lower 
rates are allow~ m return for ( 1) the obligation to pay less than 
the real value m case of loss of merchandise; (2) limitation or re
lease of liability for delay. The shipper must be allowed freely to 
elect between the regular schedule of rates and the one of lower 
rates. . 
. The carri~r is relieved ~roll! .allli~bili~ for l05l? or damage and all 

risks to wh_ich merchandise IS subJect m tran...c:portation when-

• Code of COIIUIIefte, arta 781-793. 
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1. .:Merchandise is transported in open vehicles at the request of 
the shipper when by th<'ir nature they should be placed in closed 
ones. . 

2. Goods are shipped unpacked or poorly packed; such defect must 
be set forth in the bill of lading. 

3. )lerchandise is carried which i~ subject to total or partial loss 
or damacre, particularly throu~h breakage, oxidation, interior deteri
oration, ~r diminutionJ causect by its very nature, by th~ fact that 
it is beinrr transported, the heat, or other cause. In this case the 
following"'rules apply: (a) Carriers must .Prepare lists of merchan
dise subject to diminution and the proportion of the same for which 
they will not be responsible; (b) the normal diminution will be 
counted separately from the bill of ladin~ which mentions the 
w<'icrht and measure of the Poods; (c) carriers may exempt them
S<'lv~s from liability even wnen the diminution exceeds the normal 
one. in the case of merchandise loaded by the shipper or unloaded 
by the consignee; (d) in the case of total loss the carrier cannot limit 
its liability by reason of diminution. 

4. Explosives, inflammable or corrosive substances, and . other 
nrticl<'s of a perilous nature are transported. 

fi. )ferchandise is carried under the care of an agent of the shipper, 
nnl<'s..<~ the damage is caused by the carrier independently of the 
rare-taking agent. 

6. The goods are loaded and unloaded by the shipper and con
!-igDe<', respectively, if the v<'hicle has no exterior defect which may 
have caused the loss or damage. In this case t.he shipper may have 
the whicle sealed and have the seals broken in the presence of the 
person authoriz<'d to receive the cargo and an employee of the car
rier who may demand a written statement of the condition of the 
goods. If the vehicle must be opened before arrival to comply with 
fi,-c!il regulations the fiscal employt'e will issue a statement of the 
number and condition of the seals broken and the number of new 
St'als. 

i. Baggage is not delivered to the carrier but is kt'pt by the 
traveler. 

8. Baggage is not claimed within 15 days in domestic trips, and 
30 days in international journeys, from the day following ·arriml. 

"1H•n the shipper declarE's mE'rchandise to be of a different nature 
or less<'r value in order to pay a lower freight rate, the carrier is 
liable for the merchandise only as declared. His liability is also 
limited when any of thl' circumstancl'S mentionE'd above take place. 
IIowHer, the liability of carrit'rs is not so affected by any of thl'Se 
circumstances. in the transportation of animals and of goods which 
1leeomp?:-e easily such as f~its and vegetables, if it fails to furnish_ 
ti1E' wh1eles at the proper time and to load and unload them with 
care.11 

TRANSPORT ATIO:"l THROUGH V ARlO US CARRIERS 

'Yhenenr merchandise is transported through several carriers the 
last one must deliwr it in accordance with the bill of ladin"' issued 
by the first. and is subjeet to the liabilitil'S imposed by law efot the 

a Communications, arts. 73, 75, 76, and 68.. 
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loss or damaae to the merchandise; but he may proceed against tlut 
~arrier respo~sible for the act or omission cau.s~g th~ loss or ~-
age. The liability of each carrier begins when It rec!e1ves the bill ot 
ladincr and ends when the bill is delivered to the proper party. 

In the transportation of merchan_!iise fr~m a. foreign country to a 
place in Mexico, the Mexican car_ners. which mterven~ therem are 
liable for the delivery of the freight m accord~«;e With the rules 
:above· but if in the bill of ladincr issued abroad It IS stated that the 
rights' and obligations arising ~ut of ~e contra~ a~ ~bject to 
the laws of the country of issuance, and If such legislation IS proven 
and is applicable to the case, the liability of the carriers is governed 
by it. If merchandise is delivered to a Mexican carrier in trans
portation from a foreign country, it may elect to refuse it if the 
goods have su1fered a total orpartialloss or are damaged. The car
rier must notify the consignee of this in order that he may issue the 
~orresponding instructions; or the carrier may receive the freight, 
issuing a bill of lading stating the condition in which it received the 
goods. In the first case the carrier is exempted from liability due 
to the loss or damage occurring on the other lines, while in the second 
place it is liable only in accordance with the bill of lading it issues 
and the laws in force. 

In transportation of merchandise from Mexico to a foreign country 
the Mexican enterprise which issues the bill of lading is liable for 
the loss and damages taking place on its lines, in accordance with 
the previous rules. If it has issued a through bill of lading it is 
also liable for the Joss and damage occurring on the foreign lines, 
provided the loss or damage takes place along the route stipulated 
in the bill of lading; the Mexican carrier may then seek reimburse
ment from the carriers directly responsible for the loss. The shipper 
or consignee may also sue the foreign carriers for these losses in 
the courts, and in accordance with the laws of the corresponding 
forei,gn country. 
If the carrier is unable to deliver merchandise within the 30 daH 

following the end of the time within which this should have bee:t 
done, the ~oods are considered lost and the carrier is liable accord
ingly; if it subsequently finds them and is able to make cieliverv it 
must no~ify t!Ie person en~tled to receive t~e merchandise to adl-ise 
the ~rner Within.~ days If he accepts Jehvery, either at thl' place 
of sh1pm~nt or ~l'Stmatio;'11 without any additional expense. If this 
~onsent 1s obt~nl'd, · ~eli very mn:.--t be made accordingly and tlle 
amount of the mdemruty must be returned to the carrier.u 

The prl'ceding rules governing loss a~d dam~ge to cargo apply_ to 
bagga~e and express; ~wever, the penod of hme at the expiration 

.of which the presumption of loss arises is 15 days in doml':>-tic tra~· 
portation and 30 in international carriage. 

LIABILITY OF AIRPLANE CARRIERS 

:rn._. Gen~ral Law of ~eans of Communications regulates the oper
ation. of 81rplanes and IID~ c~rtain li~bility for losses arising 
therem. The owners of an airship are liable for the dama!!es it 
causes to persons or property; the person who uses the ship without 

D CommiUlfC2tiODB. art& 78, 80-82, 85, aDd 87. 
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the knowiPdO'e and consent of the owner is liable for the damages 
caused. Th: owner is jointly and severally liable with the person 
to whom he rents or allows the use of an airship for commercial 
purposes if he fails to give prompt notice thereof to the Department 
of Communications. 

''11enever the damages are caused by fortuitous events, force 
majeure, or in flights ordered by the authorities, the owner is relieved 
from liability. Neither he nor the crew is liable for acciden~ 
suffered by persons if they prove that all reasonable and technical 
precautions to prevent the damage were taken.13 

STAMP TAX H 

The stamp tax upon transportation is as follows: 
upon gross freight receipts, 1% percent. 
Upon "ross passenger receipts, 3 percent. 
The following transportation enterprises, which comply with all 

the prerequisites of the general law of means of communication, are 
not subject to the tax: 

Tramway enterprises; national coastwise shipping enterprises; 
automobile and truck transportation enterprises, whose lines in oper
ation do not exceed 30 kilometers; the latter when exceeding 30 
kilometers are exempted when (1) their route includes roads not 
constructed by or w1th the assistance of the Federal Government .. 
provided this mileage represents at least 50 percent of the total 
routes of the enterprise; ( 2) they furnish regular comJUunication 
to towns which did not have it, but whose commercial importance 
requires it. 

I The exemption may be enjoyed only after express declaration ro 
.that effect by the treasury after proper examination of the existence 
lof all prerequisites. 
! A paragraph added to article 53 imposes a 2 percent surcharge 
1monthly for any delay in the payment of the tax by automotive and 
1on truck transportation enterprises. 

u Communications, arts. 471-474. Convention on Commercial Aviation, ratified b;,; 
llfexlco on Apr. 24, 1929, and the United States on July 17!.1931. 

" Stamp tnx law of 1932 as amended by decree of llfay :.:9, 1933. 



XI. TAXATION 

Taxes are imposed in Mexico by the Federal Gonrnment and by 
the States and their subdivisions. 

The Mexican Constitution does not limit the taxing power of the 
Federal Gonrnment as regards the nature of the taxes. C.oll5id
erable onrlappina exists, therefore, between Federa~ State, anJ 
municipal taxes.1 eslt is impossible to furnish detailed information 
with respect to every tax collected in Mexico in a publication of 
limited nature. However, by enumeration and indication of sources 
of information a brief introduction to the llexican tax sntem i., 
)>OSSible. • 

FEDERAL TAXES • 

The Federal GoYernment imposes import and export duties, ta.xe;; 
on manufactures of tobacco, textiles, gasoline, other petroleum prod
ucts, matches, electric energy, alcoholic beverages, henequen, and a 
10 percent tax on the gross receipts of railroads. These taxes are 
constandy subject to changes, principally in the rates. Those who 
seek up-~date information on them should address the Dirision 
of Foreign Tari1fs, Bureau of Foreign and Domestic Commerce. 
United States Department of Commerce. 

The Federal Government taxes alcoholic be¥erages, absentee~ pen
sions not paid out of pension funds, inheritances and gifts, immigra
tion, and the exploitation of certain natural resources, such as 

·mining, petroleum, timber and forests, fishin~, hunting, diYing. 
fertilizers, and others. Many taxes are variable m nature, while the 
nature of others does not Justify their detailed discussion herein. 
Information in regard to. the latter is anilable by addressing the 
Dirision of Commercial Laws, of the Bureau of Foreign and Domes
tie Commerce. Attention is invited to the fact that a 10 percent 
surcharge is made on many of the Federal taxes whenenr the 
amount of the tax exceeds 5 centavos. This is of interest to exporters 
because it is added to stamp-tax charges. 

The Federal Go¥ernment charges fees for certain public senices. 
such as consular fees, maritime traffic and narigation fees, custom" 
service, communications, health serrices, and in...c:pection and nrifi
cation serrice:; (weights and mea..."lll'eS, banking institutions, seeili. 
plants, and ammals, etc.). Under the ~ed" registry serrice "are 
included fees for the registration of alcoholic beYe:'ages, patents and 
trade marks, copyri~hts, and recordation in the mining registry. 

Perhaps the most Important of all Federal taxes to the .American 
exporter, outside of the import duti~, are the stamp tax, the income 
tax, and the absentee tax. The first IS collected through the affixing 
of re¥enne stamps to documents and has been discussed in nriotL-. 
portions of this publication. The income tax affects commercial 
activities directly and is considered of such importance that it i~ 
summarized hereinafter. 

I CcmstttutioD, art. '13, put '1. 
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STATE AND MUNICIPAL TAXES 

Article 117 of the Mexican Constitution prohibits the States from 
doing the following: ·· 

IV. Levy taxes on persons or property passing through its territory, 
V. Prohibit or tax, directly or indirectly, the entry into its territory, or 

the withdrawal therefrom, of any merchandise, foreign or domestic. 
VI. Burden the clrculution or consumption of domestic or foreign mer

chandise with taxes or duties to be collected by local customhouses, or subject 
the said merchandise to inspection or require it to be accompanied by docu
ments. 

VII. Enact or maintain in force laws or fiscal regulations discriminating, by 
taxation or otherwise, between merchandise, foreign or domestic, on account of 
Its origin, whether this discrimination be established with regard to similar 
local products or to similar products of foreign origin. 

Article 118 prohibits the· States from establishing tonnage dues or 
otlJ.er port charges, or imposing taxes or octroi duties upon imports 
or exports. Despite these prohibition~ many States have levied 
transit, export, and other taxes. The .1rederal Government has at
tempted to do away with these throu~h the granting of exemption 
from contributions to the support ol the Federal Government to 
States which reform their tax legislation in order to discontinue 
these practices. Municipal taxes are fixed py the corresyonding 
State legislatures, according to article 115 of the ConstitutiOn. 

The tax on real estate forms the·main source of State and mu
nicipal taxation. Most States impose a" patente '"tax on the amount 
of capital productively employed in busmess or industry. Several 
States levy a sales tax on the total amount of sales made by an estab
lishment. In many instances production taxes are levied on specific 
industries or agricultural enterprises are subjected to a special tax. 
Coffee, henequen, sisal fiber, cacao, and rubber have been the object 
of such taxes. Very few States impose an income tax, while juris
dictions like Nuevo Leon and Coahuila offer to new industries the 
inducement of tax exemption. The tax rates vary in every State; 
it is impossible, therefore, to present all the available information 
in this pamphlet, particularly when such rates tend to vary from 
year to year. However, the following.outline of the taxes which may · 
affect American trade in force in the Federal District will serve·to 
convey an idea of the State and municipal sources of revenue.2 

1. Real-estate taiD-on bwildings.-A tax of 12;7 percent on 
monthly rentals produced. This is imposed on the average monthly 
rent for the 12 months between November 1 and October 31 of the · 
following year. 

On vacant lands.-These lands are divided into those suitable for 
construction of buildings and those suitable for farming. On the· 
first the tax varies between six classes and according to the number 
of square meters of each property. On the latter the tax is 5 per mil 
of the industrial valuation except those pro_(lerties with elaborate 
construction, which are subject to an 8 per mil tax on the value of 
the construction plus that of the land occupied by the same plus 2 
" tnntos " more. 

By law of August 21, 1933 (Diario Oficial, Aug. 31), this man
ner of taxing real estate is superseded by taxation according to the 
value of the property. All the real-estate properties of the district 

• Hacienda law of Ang. 31, 19-29, as amended on Dec. 29. 1933. 
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ar~ to be classified and appraised and the corresponding tax levied 
each year by the income bud~t law ("Ley de Ingresos ~'). .All lots 
nlued at not more than 300"' pesos will be exempted from taxation 
if the owner has no other properti~ and live~ in a state of ~verty 
thereon. The tax will be payable brmonthly m advance dunng the 
months of January, March, May, July, September, and November. 
Should a just valuation of all properties be made and an equitable 
application of class rates obtained, this system will tend to ease the 
burden of taxation now borne by income-producing properties, which 
valuable lands have heretofore avoided to a large extent; the new 
system will also tend to produce an increased activity in the building 
industry, since owners of _nonproductive property will be inclined to 
construct new buildings and modernize old ones in ordt-r to receh·e 
rents commensurate with the new taxes to be paid. For the ne.xt 
fiscal year the President of the Republic is empowered to fix the tax 
rate. 

2. Ta:e on mercantile ani/, industrio.l enterprises.-This is a tax on 
capital invested in mercantile and industrial enterprises, as well as 
on mercantile operations transacted within the Federal District, in 
accordance with the following schedule: 

P!ogressiwsdleduJe on capitals MK2,000 I Penent l'rugles;int sdledule on capitals onr 2,mD I Penem 
pesos pesos 

• 
Up to 5..000 Jl8'!0&-----------------5,000.01 to 10.000 pesos __ :_ ______ _ 
10,000.01 to :!O,WO pesos_ __________ _ 
20,000.01 to 30,000 pesos_ _______ _ 

30,1nl.01 to -iO,Inl Jl8'!0&--------------t0,000.01 to 50,1100 pesos_ ________ _ 
00.000.01 to 100.000 pesos_ ______ _ 

100,000.01 to 150.000 Jl8'!0&--------150,1nl.01 to 200,0CW) pesos__ _____ _ 

I From 2 to 50 pesos tm!ey 2 JDODtl& 

t. 50 :!00,000.01 to 250,000 pesos_ ___________ _ 
3. 50 250.000.01 to 300..000 pesos__ ______ _ 

3. 30 300.000.01 to 350,1))) Jl8'!0&----------3. 00 350,0:U.01 to -I00,.4)X) .-__ ____________ _ 
1110 400.ooo.o1 to mooo pesos_ _________ _ 
1 00 liOO,G00.01 to 1.000.000 pe&CIIL ---------140 EI~ 1.Am.llOOPfS(I6. ________ _ i=: On capitals up to 3,{UI pesos ______ _ 

LIIO 
LliO 
L-tO 
L3B 
L:!O 
LOO 
lli)O 

(l) 

Co~ion agents witJ;t. samples _of catalogs, brokers, and repre
sentatives of,firms established outside of the district, must pay a 
quota in proportion to their operations, but never less than 10 nor 
more than 3,000 pesos bimonthly. . 

3. Tax on establishments selling alcoholic beverages; cafes, restau-
rants, etc. -

4. Amusement tax. 
· 5. Tax on gam_es such as billiards, cards, dominoes, and others. 

6. Tax on vehicles. 
. 1. Tax on tobaccos, w_aters, markets, slaughtering, burial places, 
li~nses for posts, gasoline pumps, and other apparatus on public 
highways, and motion-picture reviewing. . 

8. Fees charged for reco~atio~ in the public ~oistry of property 
and CO!fiiDerce, and for certification of the industrial office. 

9. License tax to open commercial or industrial establishments, 
from 1 to 50 pesos, payable only once. This tax also applies to 
chaufi'em;;, amusements, ~roes, and seve~l ~er minor activities, 
~d to billboards on the rughways and buildings, the rates varym· a 
m each case. · o e 

10. Inheritance and gift tax.• 

• Rnenne Jaw- or tbe Df.partmeot of tbe Federal Dlatrict. deaee of nee. 28. 1933. 
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THE FEDERAL INCOl\IE TAX LAW' 

The Mexican Federal income tax must be paid by: 
1. :Mexicans domiciled in the Republic or residing abroad and 

living on their profits or 'income, regardless of the source; however, 
from the tax payable by Mexicans residing abroad may be deducted 
the one paid by them at the place of residence. 

2. Forei~ers domiciled in or outside of Mexico, living on their 
profits or mcome arising from sources of wealth or business trans
acted within 1\Iexico. 

3. Civil and mercantile companies, associations, foundations, joint 
enterprises, or co-ownerships, concessions, and in general corpora
tions, in the cases indicated in the two previous paragraphs. 

Income is defined by the law as every receipt of cash, securities, 
property, or credits which modify the patrimony of the taxpayer 
and of which he may dispose without having to return its amount. 
It does not include new contributions to capital, provided such con
tributions are not made from income derived during the tax year. 
For the purpose of the tax, income is divided into five schedules, 
namely, (1) that received by merchants, industrialists, and farmers, 
(2) that earned through loans, interest, securities, rentals, and other 
investments, (3) income derived from exploitation of the subsoil and 
Government concessions, (4) income from salaries, etc., and (5) 
income from .professions, arts, trades, and sports. 5 

I. TAX UPON MERCHANTS, INDUSTRIALISTS, AND FARMERS 

The tax under this schedule is imposed upon the difference result
ing after deducting from the income the expenses, deductions, and 
amortizations authorized by the regulations. . The taxpayer is sub- . 
ject to a progressive tax in accordance with the following table: 

Rates Rates 

Annual ta•able income Pro- Pro- Annual ta.uble income Pro- Pro-
por- gres- Total por· gres- Total 

tiona! sive tiona! sive 

----
Peretnl Percent Percent Perctnl Percent PtrUfll 

0.01 to 2,000 pesos .••••.•••. (1) (1) (') 48,000.01 to 60,000 pesos •••• 2 3.8 6.80 
2.000.o1 to 2,400 pi'SOS .••••• 2 (I) 2.00 60,000.01 to 72,000 pesos .••• 2 4.3 6.30 
2.100.01 to 3,1100 pesos_ •••• 2 0.1 2.10 72,000.01 to 84,000 pesos •••. 2 4.8 6.80 
3.600.01 to 4,800 pesos •••.•• 2 .2 2.20 84.000.01 to 96,000 pesos .••• 2 5.3 7.30 
4,81J0.01 to 6,1"10 pesos .•.••• 2 .3 2.30 9R,000.01 to 108,000 pesos .•. 2 5.8 7.80 
6.000.o! to 7,200 PI'SOS •••••• 2 .4 2.40 10S.000.01 to l.'iO.OOO pesos •• 2 6.3 8.:10 
7,200.01 to 8,400 pesos .••••• 2 .5 2.50 150.000.01 to 200,000 pesos •. 2 6.8 8.80 
8.400.01 to 9.600 pesos .••••• 2 .6 2.60 200.000.01 to 250,000 pesos .. 2 7.3 9.30 
9.600.01 to 10.800 pesos ••••• 2 .7 2. 70 250.000.01 to 300,000 pesos .. 2 7.8 9.80 
10.&'0.01 to 12.000 pesos ..•• 2 .8 2.80 300,000.01 to 350.000 pesos .. 2 8.3 10.30 
12.000.01 to 18.000 pesos .... 2 1.3 3.30 350,000.01 to 400.000 pesos •• 2 8.8 10.80 
18.000.01 to 2Vlll0 pesos •••• 2 1.8 3.80 400,000.01 to 4.10.000 pesos •• 2 9.3 11.30 
24.000.01 to 30.1•.10 pesos •••• 2 2.3 4.30 450.000.01 to 500,000 pesos .• 2 9.8 11.80 
30.000.01 to 3ri,OI.IO pesos •••• 2 2.8 4. !10 500,000.01 pesos up .•••.•.• 2 10.3 12.30 
36,000.01 to 48,000 pesos .•.• 2 3.3 5.30 

• E•empt. 
• Tbls lnw and Its regulation were enacted In 1925. Their texts, numerous amendments, 

nnd treasury interpretative circulars up to 1930 are Included In "Ley del Impuesto Sobre 
la Rentn ",by Antolln .JimPnn, published hy Talleres Tipogroficos "\arona', FkP $LiiU. 
81n•·e this publication the following amendments have be<'n mn•le: (1) Deere~ of Dec. 24 
111:10, (2) dPcl't'<! of July 31, 1!131, (3) decree of Dec. 23, 1931. (4) dPcrPe of J111~· 13: 
1!1:~:!. (5) Decree of Mar. 8, '1933, (6) decree of Dec. 29, 1933, (i) decree of June 6. 
11134. 

• Art. 1-5. 
51747-34--10 
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Companies partnerships associations, foundations, corporations, 
"mancomunidades ", joint 'own~rships, and, i~ general, the groups 
included in this class do not enJOY the exemption up to 2,000 pesos. 
They pay a tax of 2 percent on amounts o~ taxable income betw~en 
1 centavo and 2,400 pesos; thereafter. the above ~~edu~e apph.es. 
Foreign surety and guaranty companies not doilllcil~d m Me?CO 
must pay a 4 percent tax on th.e total, amount of .P~mmms recei¥ed 
for reinsurance (" reafianzalll!entos' ) made mthin the C«?untry. 
Persons who occasionally perform acts of commerce or ~wnally 
enO'aO'e in some industrial or agricultural business are subJect to a 
4 per~ent tax on the profit earned in each operation. 

Enterprises organized to engage in the commercial development of 
real estate are included in this class and must pay the tax upon the 
difference between their receipts and the deductions allowed by the 
regulations of the law. Taxpayers who receive rental from realty 
owned by them must add such rental to the total receipts under this 
class; the regulations will determine what deduction may be made 
therefrom. 

Classification boards are empowered to estimate the taxable earn
ings of agents or representatives of foreign firms who sell imported 
goods, taking into consideration the sale price of such goods and the 
cost of production of similar articles made in Mexico; if not made in 
Mexico, the cost of production is calculated according to the nature 

- and manufacturing process of the goods. 
Credit institutions and banking establishments are subject to this 

tax. Thf;' classification boards will not check the propriety of deduc
tions made by way of uncollectible items or bad accounts which are 
set forth in the balances presented by them to, and approved by, the 
National Banking Commission. _ 

Taxpayers must set forth the total amount of receipts during the 
period covered by their declaration, regardless of their nature and 
origin; but in order to calculate the tax in accordance with the sched
ule of this class they may deduct the amounts on which they advanced 
10 and 14 percent under the followinO' two schedules. The 
table above is applied to the sum of the inco~es .of the three classes 
but the amounts advanced under the progressive schedules of th~ 
next two schedules may be deducted from the tax due.' 

D. TAX ON INVESTED CAPITAL 

The second schedule is composed of income from the followin(J' 
sources: - o 

(1) Simple or capitalized interest on loans. 
(2) ~nt~rest on amounts due as sale prices; when the taxpayer 

fa!-ls Within !he fi~st schedule1 the income here indicated, which 
~r!s~ from his busm~ operations and is set forth in his account
mg, IS exempt under this second schedule. 

(3) Inte_rest on !ld¥ances on account of the purcha...c:e price of any 
goods or nghts, With the same exemption indicated in (2) 

( 4) Interest from current accounts. · 
( 5) Discounts and a.dvan~es on titles and documents. 
(~) U~ufruct of capitals tm·ested and pensions from quitrent and 

antichrt_>sJs. 
(7) Irregular deposits. -

• 6, s. 11-20. 
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(8) Granting of guarantees and suretyships. 
( 9) Obligations and bonds, excepting bonds of the Mexican pub

lic debt if the holders thereof are taxed by some law in force. 
(10) Shares of stock, silent partners, participations, founders' 'or 

interest shares, obligation, bonds, or any other investments in foreign 
<'nterprises when these do not pay income tax under this law. 

(11) Lease of commercial, industrial, or agricultural establish-
mffib. . 

( 12) Prizes, premiums, privileO'es, and recompense of any kind 
arising from the exploitation of patents of invention and trade 
marks by persons other than the owners. 

( 13) Prizes, premiwns, privileges, and recompense of any kind 
received by owners or possessors of movable pro~erty from other 
petsons whom they authorize to work and explo1t such property. 
Owners of race horses, race dogs, and gamblin~ machines, as well as 
foreign enterprises that derive income in MeXlco from the exploita
tion of moving- pictures, are particularly included in this section. 

( 14) OperatiOn of games of chance. 
(15) Any other transactions or investments of capital, regardless 

of th~ name given to them and provided the income is not included 
in any other of the schedules nor expressly exempted by this law. 

The taxable income in this schedule is the total amount received 
except in the case of leases of establishments when certain deduc
tions are allowed; the tax is collected in accordance with the follow- . 
ing progressive table: 

Rates Rates 

Annulll taxable Income Pro- Pro- Annual taxable income Pro- Pro-
por- gres- Total por- l'J'I!S- Totlll 

tionlll sive tiona! sive 
,-----

Paeem Pereem Paeml Paunt Pacent Pacm 
0.01 to 2,400 pesoe •• _ •••.•• 6 0 6 48,000.01 to 60,000 pesos .... 6 3.8 9.8 
2,400.01 to 3,600 pesos ...... 6 .1 6.1 60,000.01 to 72,000 pesos .... 6 4.3 10.3 
3,f.OO.OI to 4,800 pesos ...... 6 .2 6.2 72,000,0] to 84,000 pesos .... 6 4.8 10.8 
4.800.01 to 6,000 pesos ...... 6 .3 6.3 84,000,0] to 96,000 pesos .... 6 5.3 u.s 
6.000.01 to 7,200 pesos ...... 6 • 4 6.4 96,000.01 to 108,000 pesos ... 6 5.8 11.8 
7,200.01 to 8.400 pesoe ____ 6 .5 6.5 108,000.01 to 150,000 pesos __ 6 6.3 12.3 
8.400.01 to 9.600 pesoe ...... 6 • 6 6.6 150,000.01 to 200.000 pesos .. 6 6.8 12.8 
9.600.01 to 10.800 pesos ..... 6 • 7 6.7 200,000.01 to 250,000 pesos .. 6 7.3 13.3 
10,&10.01 to 12,000 pesoe .... 6 .8 6.8 250,000.01 to 300,000 pei!OS .. 6 7.8 13.8 
12.0ll0.01 to 18,000 pesos.. ... 6 1.3 7.3 300,000.01 to 350,000 pesos __ 6 8.3 14.3 
18,000.01 to 24,000 pesoe .... 6 1.8 7.8 3.')(),000.01 to 400,000 pesos .. 6 8.8 14.tl 
24,000.01 to 30,000 pesos ____ 6 2.3 8.3 400,000.01 to 450,000 pesos .. 6 9.3 15.3 
30.000.01 to 36.000 pesos ___ 6 2.8 8.8 450,000.01 to 600,000 pesos .. 6 9.8 15.8 
36,000.01 to 41!,000 pesoe .... 6 3.3 9.3 500,000.01 pesoe up ........ 6 10.3 16.3 

A.dt•anccd payments.-The tax will be paid on the annual income 
receil·ed, in the manner prescribed by the regulation. However, 
when the income is received (" al momento de Ia percepci6n ") an 
advance payment of 10 rercent of the taxable income must be made. 
From this, 6 percent wil be used to pay the proportional tax, and the 
4 percent. remaining will be kept, pending the annual liquidation of 
the tax, for the purpooe of the progressive tax. Should this' b~ less 
than 4 pereent, the taxpayer is reimbursed the overpayment. 

Ta;r on bond.~ and obligation.~.-The income tax on bonds and 
obli~ntions (indicated in no. 9 above) governed by articles 20~-228 
of the law of negotiable instrunwnts and credit operations is 4 per
eent of the total taxable income, payable when the incomt> is received. 
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Retention of the tax.-The credit?r, les~or, or owner must P.ay the 
tax in the second schedule; any stipulation to the contrary .Is null 
and void. The debtors, exploiters, or lessees who pay. rent, mterest 
privileges, participations, and other inc~nne must retam and p~y to 
the tax office any advance payment reqmred by law; they are JOmtly 
and severally liable with the taxpayer for any tax not paid and 
which should have been retained or of whose payment they should 
have made certain. 

Cah·ulation of income.-\rhenewr no i~tere~t i~ stipu~ated in the 
documents setting forth any of the operaho~s mdicate~ m nos. 1, 2, 
6 7 9, and 10 above, or it is aQTeed that no mterest will be charged 
' , "' . . f 1 temporarily or permanently, in whole or m part, or mterest o ess 

than the legal rate of 6 percent annually is to be collected, the taxabJe 
income is determined in this manner: 

(a) "\1nen the debtor agrees to return an amount.greater th~n the 
one he received, the difference between the two Will be considered 
as interest, if it Is not less than 6 percent annually. 

(b) In all other ca:'es the result obtained by applying the legal 
rate of 6 percent will be considered as interest. The following are 
exempted from these rules: 0 

(1) Deposits in credit institutions operating according to law. 
(2) Deposits made to guarantee contracts, or required by law if 

no interest is earned. _ 
(3) Judicial deposits and those made in the receiving offices of the 

Nation, States, and municipalities. 

!4) Col].tracts made with the Nation. 
5 Bonds of national or foreign public debt. 6~ Bonds, obligations, etc., of credit institutions, those of publie

service enterprises, and those issued to bearer according to law, b~· 
national enterprises. 0 

In all these 6 exceptions the tax is paid on the interest stipulated. 
Payments first applied to interest due.-All amounts received by a 

creditor will be applied first to the interest due, for the purpose of 
the income tax; when the payments must be applied in part to capi
tal and in part to interest, the tax will be imposed on the latter if 
the interest rate is equal to or greater than the legal rate; if it is less, 
the tax is imposed on the amount resulting by applying the legal 
rate to the sum owed. Quittances and rescissions of debts, including 
the whole or part of the matured interest, will produce no effect 
insofar as the tax is concerned, and therefore, when a credit is can
celed, it is presumed that all interest due has been paid and the 
tax will be imposed accordinglv. 

In case of adjudication of property in payment of debts which 
earn or should earn interest taxable under this class: 

(a) If the adj~1dication was made to the creditor by stipulation 
between the parties or by court order, the creditor is considered as 
h.aving received al~ the interest due up to the date of the adjudica
tion, and the tax Will be collected on the total amount of such interest. 

(b) If the adjudic~ti~n is made to a t~1ir? party by judicial sale. 
the amount of tl~e prmcipal (" suerte prmcipal ") will be deducted 
from the sale price and the tax collected from the excess, if anv. 

Should the creditor resen·e to himself his rio-hts ao-ainst the debtor 
the tax will be collected on the interests ea~ned t':ntil the date of 
adjudication and the amount of the latter will be subject to the 
preferred payment of the tax. 
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EaJemption.9 from the ta.21.-The following are not subject to the 
tax: 

(1) Income from immovable property. · .. 
(2) Interest paid to depositors by savings banks and banking 

institutions. · · 
(3) Interest and other payments within the second class received 

by banks and banking companies included- in no. 2. These institu
tions will pay the tax under the first class. This exemption does not 
include amounts received by them for the account of third parties. 
In all cases when persons subject to the. tax collect the interest so 
taxable through these institutions, the latter assume all the obliga
tions and liabilities of taxpayers. 

(4) Premiums obtained through the granting of suretyship or 
guarantees by companies enga~ed in that business; these are subject 
to the tax under the first schedule.7 

m. TAX ON CONCESSIONS AND SUBSOIL EXPLOITATION 

The following are included under this third schedule: 
(1) Taxpayers who normally or accidentally receive participa

tions, either as rent or otherwise, from the exploitation of the sub
soil or of concessions granted by the Federal, a State or municipal 
government. 

(2) Those who contribute, convey, or in any way dispose of the 
whole or a part of the title to a concession granted by any of those 
governments. 

(3) Those who perform these operations with rights of exploita
tion of the subsoil. 

The tax rate will be imposed under section 1 above on the total 
amount of income, while under sections 2 and 3 it will be imposed on 
the excess resulting by deducting the cost of the concession or rights 
of exploitation and the price of the conveyance or contribution. 
1Vhen the conveyance or contribution includes explorations or ex
ploitation work already performed, installations, machinery, utensils, 
and chattels of commercial value, the proven value of all these is 
likewise deductible to calculate the taxable income. 

The tax varies in accordance with the following table: 

Rates Rates 

AnnU81 taxable Income Pro- Pro- Annoal taxable lnrome Pro- Pro· 
por· gres- Total !lOr· pes- Total 

tiooal sive tiooru sive 

---- ,~ --
Ptrctnl Ptrctnt Ptrctnl Ptretnl Percent Percent 

0.01 to 2,400 pesos ......... 10 0 10 48,000.01 to 60,000 pesos .... . 10 3.8 13.8 
2,400.01 to 3.f~IO pesos ...... 10 .1 10.1 60,000.01 to 72,000 pesos .... 10 4.3 14.3 
3,600.01 to 4,800 pesos ...... 10 .2 10.2 72,000.01 to 84,000 pesos ____ 10 4.8 14.8 
4,8fl0.01 to 6,0fl0 pesos .. ____ 10 .3 10.3 84.000.01 to !111,000 pesos ____ 10 5.3 15.3 6,000.01 to 7,21.10 pesos ______ 10 .4 10.4 !111,000.01 to 108,000 pesos ___ 10 5.8 '15.8 
7,200.01 to 8,400 pesos ...... 10 .5 10.5 108,000.01 to 150,000 pesos __ 10 6.3 16.3 
8,400.01 to 9,600 pesos ______ 10 .6 10.6 1.i0,000.01 to 200,000 pesos •• 10 6.8 16.8 
9,600.01 to 10.>!00 pesos _____ 10 • 7 10.7 200,000.01 to 250,000 pesos;_ 10 7.3 17.3 
10,>!00.01 to 12,000 pesos .... 10 .~ 10.8 21;o,ooo.01 to 300,000 pesos .. 10 7.8 17.8 
12.000.01 to 1S,Ofl0 pesos •••• 10 1.3 11.3 300,000.01 to 3.i0,000 pesos .. 10 8.3 18.3 
18.0fJ0.01 to 24.000 pesos •••• 10 1.8 11.8 3.i0,000.01 to 400,000 pesos •• 10 8.8 18.8 
24,000.01 to 30,000 pesoa •••• 10 2.3 12.3 400,000.01 to 450,000 pesos .. 10 9.3 19.3 
30,fliMJ.01 to 36,000 pe•os .... 10 2.8 12.8 4fo0,000.01 to 500,000 pesos •• 10 9.8 19.8 
36,000.01 to 48,000 pesos ••• - 10 3. 3 13.3 500,000.01 pesos up. __ ..... 10 10.3 20.3 

• Arts. 20-25. 
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The tax corresponding to the total annual income t>arne~ by the 
taxpayer will ~ liquidated in the form and manner establtshed by 
the regulations of the law. But, in any event, an advance payment 
of 14 percent of taxable. income must 1M: made at the time _it is 
received. Ten percent will ~ used !? discha~ge. the proportional 
tax above, while 4 percent w1ll be retained to !iqmdate the progres. 
sive tax makina such reimbursements or collechng whatevtor amounts 

' 0 are necessary.• 
JV. TAX ON SAJ.ARIES 

There are included among the taxpayers under this schedule 
those who receive salaries, pensions, life rents, per diems, commis. 
sions, allowances for representations and other expenses, prizes, and 
several other forms of remuneration. The tax is collected in accord. 
ance with the following schedule: 

Rates I Bares 
I 

Monthly tax.l\ble income Pro- Pro- ! Monthly taxable ,income 

--~ por- J!l'eS- Total por- gres- Total 
tional &ive tiona! sive 

Per end Peruwt Pm:ml Perual Perual Prr-.1 
0.01 to 168.68 pesos .••••••. (') (1) (') 1,500.01 to 2,000 ~-- La L8 3.1 166.68 to 200 pesos. ______ L3 (1) L3 2,000.01 to 2.liOO pesos_ ••••• L3 2.3 3.1 200.01 to 300 pei!(IS ________ L3 .I L4 2,500.01 to 3.000 pesoa.. _____ La 2.8 4.1 300.01 to 400 pesos ______ La .2 L6 a,000.01 to f.OOO pesos _____ 1.a 3.3 4.1 400.01 to 500 pe&06 _________ L3 .a Ll f.000.01 to 6,000 pesos_ ••• La 3.8 5.1 600.01 to 600 pesos _______ L3 .4 L7 6,000.01 to 6,000 ~---- L3 4.3 6.1 600.01 to 700 pe&06 ______ L3 .6 L8 1.000.01 to 7,000 ~---- L3 4.8 1.1 700.01 to 800 pe&06 ________ La .I Lll 7,000.01 to 8,000 ~---- 1.3 5.3 1.1 800.01 to 900 pe&06 _______ L3 .7 2.0 S.000.01 to 11.000 pesos ____ L3 6.8 7.1 900.01 to 1,000 pesos _____ L3 .8 2.1 11,000.01 pesoa UP---------- L3 1.3 7.1 
1,000.01 to 1,500 -------

L3 L3 2.1 

I Exempt. 

Rate 
I 

Rate 

Semiannual tuableilleome Pro- Pro- Semiannual taxable income Pro- Pro-
por- ~ Total por- gres- Total 

t.ioDal 6lV8 tioual &ive 

Pm:ftt Peruwt Pm:nl PrrUfll Pm:ntl Prrunl 0.01 to 1.000 pesos _________ (1) (') (') 11,000.10 to 12,000 pesos_.-- L3 L8 3.1 1.000.01 to 1,200 pesos_ __ L3 (1) L3 12,000-01 to 15,000 ._. __ 1.3 2.3 3.1 1,200.01 to 1.&00 pmoa_ ___ L3 0.1 L4 16,000.01 to 18,000 pmoa__ 1.3 2.8 4.1 1.&00.01 to 2,400 pesos _____ L3 .2 1.6 l8,ooo.Ol to 2t,(JOO ._. ___ L3 3.3 4.1 2,400.01 to 3,000 pesos _____ L3 .3 1.1 2f,000.01 to 30,000 pesos_ __ L3 3.8 6.1 3,000.01 to 3,600 pesos _____ 1.3 .4 L7 30,000.01 to 36,000 pesos_ ___ L3 4.3 6.1 3,600.01 to f,200 pesos_ ____ 1.3 .6 1.8 36.000.01 to f2,000 pesos_ __ L3 4.8 6.1 4,200.01 to f.800 pesos_ ____ L3 .II Lll I f2,(J00.01 to f8,000 pesos ___ L3 6.3 1.11 f.800.01 to 5,400 pmoa_ ____ L3 .7 2.0 ~.000.01 to 6f.OOO pesoa_. •• L3 6.8 7.1 6,400.01 to e.ooo pesas_ ____ L3 .8 2.1 6f,000.01 pesos up ••••••••• L3 1.3 7.11 6,000.01 to 11,000 pesas_____ • L3 L3 2.11 

l£semp&. 

':!'h.e fo~owing_ monthly deductions may be made by taxpayers 
residing m lleXIco: For 1 de}X'ndent, 20 pesos; 2 dependents, 25 
peso.s; 3 depel!_d~n!s; 30 pesos;. 4 or more dependents, 35 pesos. 

Taxpayers,resuling abroad,.m the Federal District cities on the 
frontiers with the United States, Tampico Tuxpa~ Vera Cruz 
Progreso, :Merida, and places within the zo~e around' these places' 
as fixed by the Secretariat of the Treasury, may deduct from th~ 

I AriL 26-2'1. 
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monthly income: For 1 dependent, 40 pesos; 2 dependents, 50 pesos; 
3 dependents, 60 pesos; 4 or more dependents, 70 pesos.9 

• 

V. TAX ON PROFESSIONS, ARTS, AND TRADES 

Those enga~ed in practicing a profession,. art, or trade must pay 
a tax in accoraance with the following schedule: 

Rate Rate 

Bemlannulll taxable Income Pro- Pro- Semiannual taxable Income Pre- Pro-

tfo":~ 
gres- Totlll por- gres- Totlll 
slve tionlll siva 

' ---· -- --
Per- Per- Ptr• Ptr- Per· Ptr-
Ct111 ct111 C<111 cent ct111 tt111 

0.01 pe.•os to 1,000 pesos ••••• (I) (1) (I) 9,000.01 pesos to 12,000 pesos. 1. 3 1.8 3.1 
1,000.01 pesos to 1,200 pesos •• 1.3 1. a 1. 3 2.3 3.6 
1,~(1().01 pesos to 1,800 pesos •. 1. 3 0.1 1.4 12,000.01 pesos to 15,000 pesos. 1.3 2.8 4.1 
I,ROO.OI pesos to 2,400 pe8os •. I. 3 .2 1. 5 15,000.01 pesos to 18,000 pesos. 1.3 3.3 4.6 
2,400.01 pe.•os to 3,000 pesos .• 1. 3 .3 1. 6 18,000.01 P'-'OS to 24,000 pesos. 1. 3 3.8 6.1 
3,000.01 pe.•D-" to 3,600 pe.•OB •• 1. 3 .4 I. 7 24,000.01 pesos to 30,000 pesos. 1.3 4.3 6.6 
3,6(1().01 pe•os to 4,200 pesos .• 1. 3 .5 1.8 30,000.01 pesos to 36,000 pesos. 1.3 4.8 6.1 
4,2fl0.01 PMOS to 4,800 pe.•os •• 1.3 .6 1.9 36,000.01 pesos to 42,000 pesos. 1.3 5.3 6.6 
4,~fl0.01 pe•os to 5,41l0 pesos •. I. 3 .7 

2. 0 I 42,000.01 pesos to 48,000 pesos. 1.3 5.8 7.1 
5,41JO.OI pe.<r>S to 6,000 pe.•os .• I. 3 .8 2.1 48,000.01 pesos to 54,000 pesos. 1.3 6.3 7.6 
6,000.01 pesos to 9,000 pesos •• 1.3 I. 3 2.6 54,000.01 pl-'os and up •••••.. 

1 Exempt, 

Those residing in Mexico may deduct the following: For 1 depend
ent, 120 pesos; 2 dependents, 150 pesos; 3 dependents, 180 pesos; 
4 or more dependents, 210 pesos. · 

Those residing at the places indicated under the previous schedule· 
may deduct 240 pesos, 300 pesos, 360 pesos, or 420 pesos for 1, 2, 3, 
or 4 or more dependents, respectively. · 

Those who derive profit from the exercise of their dexterity, cui-. 
ture, or ability in some sport or entertainment must pay this tax 
in accordance with the following schedule : 

Rates Rates 

Dally taxable Income Pro- Pro- Dally taxable income Pro- Pro-
por· gres- Total por- gres· Total 

t10nal sive tiona! sive --r--- ----
Prrct111 Perce111 PtrC<111 Ptrtt111 PtTCt111 Ptrcenl 

0.01 to 5.56 pesos •••••••••• (1) (1) (1) 133.34 to 166.67 P'-'08- ..... 1. 3 3.8 6.1 
5.57 to 6.67 pesos •••••••••• 1. 3 (I) 1.3 166.68 to 200 pesos ••••••••• 1.3 4.3 6.6 
6.1\8 to 10 pesos ............ 1.3 0.1 1.4 200.01 to 233.33 pesos ...... 1.3 4.8 6.1 
10.ot to 13.33 pesos •••••••• 1.3 .2 1.5 233.34 to 266.67 pesos •••••• 1.3 5.3 6.6 
13.34 to 16.67 pesos •••••••• 1.3 .a 1.6 2116.68 to 300 P'-'08-········ 1.3 5.8 7.1 
16.68 to 20 peeos .......... 1. 3 .4 1. 7 300.01 to 416.67 pesos ...... 1.3 6.3 7.11 
20.01 to 23.33 pesos •••••••• 1. 3 .6 1.8 416.68 to 655.56 P'-'08------ 1.3 6.8 8.1 
23.34 to 2R.67 pesos ........ 1.3 .6 1. 9 655.57 to 6114.44 pesos ...... 1.3 7.3 8.6 
26.68 to 30 pesos.--------- 1. 3 .7 2.0 694.45 to 833.33 pesos ...... 1.3 7.8 9.1 
30.01 to 33.33 pesos ........ 1.3 .8 2.1 833.34 to 972.22 pesos ...... 1.3 8.3 9.11 
33.34 to 50 pesos ........... 1.3 1.3 2.6 972.23 to 1,111.11 pesos ____ 1.3 8.8 10.1 
50.ot to 1111.117 pesoe ........ 1.3 1.8 3.1 1,111.12 to 1,250 pesos ... __ 1.3 9.3 10.6 
66.68 to 8:1.33 pesos ........ 1. 3 2.3 3.6 1,250.01 to 1,388.89 peeos ... 1.3 9.8 11.1 sa.a.t to !flO pesos _________ 1. 8 2.8 4.1 1,388.90 pesos np .......... 1.3 10.3 11.11 
100.01 to 133.33 pesos ...... 1.3 3.3 4.6 

I 
1 Exempt. 

These taxpayers may deduct daily: For 1 dependent, 1 peso; 2 
dependents, 1.50 pesos; 3 dependents, 2 pesos; 4 or more dependents, 
2.50 pesos. 

Those engaged in the practice of a. profession, art, or trade must 
ma~e an advance payll?-ent of 4 percent of the income they receive. 
This tax payment Is evidenced by canceling stamps in the documents 

• Arts. 28-30. 
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of payment of the income· no deduction will be allowed to taxpayers 
of the first schedule by r;ason of amounts paid to taxpayers of the 
fifth class unless they prove that the advance tax payment was made 

_by showing the documents duly stamped.1' 

RETAINING· AGENTS 

The following persons must retain the tax or its advance payment 
and are jointly and severally liable for its payment under the second, 
third, and fifth schedules: -

(1) Credit institutions, banking companies, exchange agents, and 
those who pay for the account of another or receive, under authority 
to collect, coupons, dividends, portions of interest obligations, or 
any other credit instruments, securities, or paper which produce or 
constitute income taxable by this law. 

(2) Debtors of interest, public-service enterprises, and those whose 
debts are guaranteed by the Federal Government are exempted from 
making this retention if they prove to the Secretary of the Treasury 
that they are not in condition to make it because of contracts made 
abroad, their economic condition, or other causes of like nature; in 
this case no deduction will be allowed to them on this account. Any 
person or entity who pays,-in :Mexico, income on the obligations set 
forth in sections 9 and 10 of the second schedule must retain the 
tax thereon. 

(3) Persons who pay prices, rent, or premiums under sections 11, 
12, 13, and 15 of the second schedule. 

(4) Persons, enterprises, companies (" sociedades "), or corpora
tions which normally, or from time to time, pay participations taxed 

_under the third schedule, either as rent or in any other form, by 
reason of exploitation of the subsoil or concessions granted by the 
Federal Government, the States, or municipalities. 

(5) Surety and guaranty enterprises must retain the tax on the 
amounts paid to foreign enterpriSes as premiums for reinsurance 
(" reafi.anzamientos ") made within Mexico . 
. (6) Taxpayers ~der the first sch~d~e who pay fees, remunera

-tions, etc., for services to persons exerclSlllg a profession, art, or trade. 
(7) Enterprises which receive services, the remuneration for which 

is taxed under the fifth schedule.11 

ABS~TEE TAX 

Individuals, companies, and partnerships domiciled outside of 
Mexico, and individuals residing in a foreign country for more than 
four months at the beginning of a fiscal year must pay a 2 percent 
tax on th~ rents, profits, dividends, interests, salaries, etc., derived 
from Me:ncan sources. Individuals and entities domiciled in l\Iexico 

_who invest abroad income or rents produced in Mexico are subject 
to a tax of 4 percent thereon.12 

NOTE.-As this bulletin goes to press, new regulations governing tbe income 
tax a~e expected t? be issued by the llexican Government. covering method 
and time of collection of the tax, deductions allowed and the administrative 
a~encies concerned with the. collection of the taL A' summary of these ruleS 
will be ~repared by the Division of Commercial Laws, Bureau of Forelgu and 
Do~estl~ Commerce. as soon as they are received and will be published 1n 
special-arcular form. 

• Arts. 31-32. 
UArt. 86. 
u Decree of Feb. 14. 1934. 



XII. BANKRUPTCY 

As a general rule, in Latin America, the procedure to settle the 
estate of an insolvent merchant differs from the one provided for 
windin~ up the affairs of a nonmerchant. The former is known 
as "qutebra" (bankruptcy) and is governed by the Code of Com
merce, while the latter is designated " concurso de acreedores " (civil 
insolvency) and is subject to the rules of the Civil and Procedural 
Codes. 

Under a "concurso", which may be voluntary or involuntary, 
the debtor is deprived of the management of his property, the assets 
being thereafter distributed to his accredited claimants in a certain 
order. Under the code of 1932, a composition may be reached with 
the approval of a majority of the creditors present whose interests 
represent three-fifths of the liabilities, after deducting the claims of 
secured creditors who elected not to take part in the "concurso." 1 

.1\IERCHANTS SUBJECT TO BANKRUPTCY 

Any merchant who suspends payment of his obligations is in a 
state of bankruptcy; he may be declared in bankruptcy within 5 
years after retiring from business if the suspension of payments 
occurred while he was engaged in commerce or within a year there
after. The bankruptcy of a deceased merchant may be declared 
within a year after his death. The assignment of property made by 
a merchant before the civil courts raises the presumption of bank
ruptcy, and, upon being established, the procedure hereinafter pre
scribed must be followed, the assignor not being entitled to any of 
the privileges granted by civil law in these cases. The bankruptcy 
of a general partnership or cooperative with unlimitoo, joint, and 
several liability causes the bankruptcy of the members; however, 
that of a partnership with limited silent partners causes only the 
bankruptcy of the active partners. In all other business organiza,... 
tions thrown into bankruptcy the members are not so affected. 
If a mercantile concern is thrown into bankruptcy abroad and 

it has one or more branches in Mexico, these will be put in liquidation 
without prejudice to their being declared in bankruptcy if such were 
their condition.2 • 

WHIDI BANKRUPTCY PROCEEDS 

Bankruptcy proceedings may be sought by the debtor (voluntary) 
or by his creditors (involuntary) whenever the debtor: · 

1. .Actually suspends payment of his civil or commercial debts, 
provided they are liquid and demandable and are evidenced ·by 
public instrument or private document properly acknowledged or, 

1 ClvU Code. 1932, art& 2964-2979: Code of ClvU Procedure, 1932, arts. 738-768. 
1 Code of Commerce, arts. 945--949. 
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if ec;:eection is sought by a creditor, sufficient property_ on which to 
levy cannot be found.. 

2. Has liabilities which exceed the assets by 25 percent. 
3 . .Assigns his property to his creti.!tors. . . 
4. Hides or deparf:'; without lea~. S?meone m charge of his 

business who may discharge the liabilities already matured and 
those which may mature in the future! 

KTh"DS OF B..L,"'KRUPTCY 

Bankruptcies in Mexico may be culpable or fraudulent. They are 
fortuitous when not of the former two types. 

Bankruptcy is culpable wheneYer: • 
L The household and personal expen...o;es of the bankrupt were ex

re>siv~ with respect to his liquid capital, soci~ status, and number 
of persons in his family. 

2. The expenses of the business were unduly large in proportion to 
the capital, yolume of busin~ and similar cirCllJlli,--tances. 

3. The bllnkrupt lost heavy sums in gambling, speculations, or 
stock-exchange operations. 

4. He bought merchandise on installments in order to sell it at 
less than current price, borrowed money, issued credit documents, 
or used ruinous means in obtaining funds, all for the purpo...;;;e of 
delaying his bankruptcy. 

5. After Sib--pension of payments he paid a matured credit to the 
prejudice of the others (gaYe a preference). 

6. The-bankrupt has not preserred his business correspondence, if 
needed on some point relative to the operation of the bankruptcy. 

1. He went surety or guarantor or incurred obligations for the 
account of others out of proportion to his means, without obtaining 
ample security for his liability. 

8. During the 6 months prior to the bankruptcy he has borrowed 
with or without intere.:,--1 an amount of merchandise at a price greater 
than the market price, or a sum of money at 1 percent monthly more 
than current rate of interest. 

9. He failed to make the required declaration within 3 days fol
lowing su..<:pension of payment; or, if the declaration is made by a 
business organization, it does not contain the names of all joint and 
several members, or is inexact in its statement of facts. 

10. He failed to appear personally before the court or sindics 
wheneYer under obligation to do so, unless prennted by some law
ful cause. 

lL. The bankrup~ owed_ directly twi~ the amount of the liquid 
assets as set forth m the mnntory, dnnng the period between the 
la...c:t innntory and the declaration in bankruptcy. 

It is fraudulent whenever the bankrupt: & 

_ · L ~ept no books or. inventories, or. if he had them, failed to keep 
them m accordance With the Code of Commerce, or the inventories 
were not accurate and_ complete so that they failed to indicate the 
true condition of the assets and liabilities, or he mutilated, altered, 
or concealed them. 
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2. Failed to regi~ter in the registry of commerce the documents 
required to be recorded therein. 

:3. Is thrown into bankruptcy a second time without discharging 
the obligations contracted by a preceding composition. 

4. Executed public or private instruments in which he acknowl
ed "ed himself to be indebted without indicating the consideration 
re;eived, unless it appears from the books of account as well as from 
the transfers of funds of the business. 

5. Concealed money, goods, credits, or other property of any 
nature. 

6. nought for himself, before or after the bankruptcy, in the 
name of a third person, goods or credits or transferred his own with
out receh·ing their value. 

i. Simulated conveyances or created or acknowledged fictitious 
debts. · 

8. Failed to prove the existence or disposition of assets according 
to the last inventory, or that of money or other assets of any kind 
which thereafter came into his ~ossession. · 

9. Departed or absconded Without leaving someone to pay debts 
due or becoming due. 

10. Created fictitious debts, expenses, or losses, or exaggerated their 
amount, or in any other way created an appearance of assets or 
obligations in favor of or against his property. 

11 . .Appropriated or used in his own business merchandise or 
funds deposited or consigned with him, or whose administration is 
entrusted to him. 

12. Negotiated without authority commercial paper, sent to. him 
for collection, remittance, or other purpose, without delivering the 
funds received in such negotiations. · . . · 

13. Concealed permanently or temporarily the conveyance or pay
ment of merchandise, goods, or credits entrusted to him for sale 
or collection. 

14. Discounted bills of exchange with his own drafts against per
sons with whom he did not have funds or who did not authorize 
him to do so. . 

15. Paid debts not due until after the declaration of bankruptcy 
to the prejudice of his creditors, considering the bad state of his 
business affairs. 

16. Received or took money, merchandise, or credits of the estate 
or invested them in other objects, after the institutjon of proceed-
ings or after the declaration in bankruptcy. · 

17. Petitioned his bankruptcy, although the possibility existed of 
discharging his liabilities on time, with the intention of negotiating 
credits in order to make a profit in their discount. · . 

18. Failed to petition bankruptcy when the liabilities exceeded the 
assets by 25 percent after the last inventory, and 2 months before 
the declaration in bankruptcy. . . 

19. Did not make inventories in the time prescribed by the code, 
or in that fixed in bylaws or in contracts in whlch such is stipulated. 

20. l\Inde any other operation which fraudulently diminishes his 
assets or increases his liabilities. 

21. Was a broker. 
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'The bankruptcy of a merchant whose actual condition ~ot be 
ascertained from his books will be pl'b-umed fraudulent, m the 
absence of proof to the contrary. The culpable or frand~ent bank· 
rnptcy will be prosecuted: (1) ~y indictment of the publi~ attorney 
after it is so classified by final]nd.,t71Ilent; (¥) by complamt_ of the 
sindie authorized by a majority of the ~tors to Pn:se»t It; and 
(3) by complaint of one or more creditors_ who ~ pi"'SeCUte 
the criminal action at their own expense Without right to seoek 
reimbursement from the estate..• 

.ACCOliPUCES OF BA...'"KRUPI'• 

The following are considered accomplices of a fraudulent bank· 

rnpt: • h • U • "th th L--L-pt t te ficfi• • 1. Those w o, m co liSlOn WI e I.RU1A£u ., o crea tions 
credits against him or to increa...~ the nine of their credits a.,.uainst 
his assets, sustain these faLooe daim.s at the hearings concerning 
claims or in any meeting of cre<!itors.. 

2.. Those who, in order to obtain a preference in the order of 
payment and in collusion with the bankrupt, alter the nature or 
date of their credits, enn though this is done before the declaration 
in bankruptcy, and sustain this fraud at the hearing concerning 
claims or before any meeting of creditors. 

3. Those who help the baDkrnpt to hide or suppress assets, before 
or after the declaration in bankruptcy. 

4. Those who conceal property, documents, or papers of the bank· 
rnpt or delinr them to him and not to the sindics, althon.,oh they 
kriow of the bankruptcy. 

5. Those who refuse to delinr the property of the bankrupt in 
their bands to the administrators of the bankrupt estate. 
. 6. Those who after the declaration of bankruptcy &Cftpt transfers 

or endorsements from the bankrupt. 
1. The legitimate credito~ who enter into private agreements 

with the bankrupt to the detriment of the estate. 
8. Brok~ who after the de::Jaration in bankruptcy take part in 

any operation of the bankrupt.· 
9. Tb~ who maliciously aid the bankrupt in any kind of dec:eit, 

snppressron, or concealmenL 
The husband or wife, ascendants by blood, or relatives by aflinity 

of the bankrupt, who suppress or conceal assets of the estate without 
the consent of the banhopt, are not accomplices, but are considered 
guilty of larceny (" robo "). In addition to criminal liability accom
plices are liab~e cirilly (1) to the loss of their rights in ~ estate, 
and (2) to reimburse thereto the property rights, and actions in 
whose concealment or suppression they are"~pticated. 

E1"FECTS OF BA~"'IRUP'I'CY 

- While the declaration in bankruptcy does not depril"e the bank
rupt of_ the exen?se of his ciril ~obts. certain limitations are im:po5ed 
upon him. ~e lS placed under arraigo ", that is, he may not lean 

•Code of~ arts. 958 aad Ml 
.. Cade of c-. arbL flr57. ~ 
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the place where the bankruptcy is being prosecuted unless he is 
authorized by the majority of his creditors and leaves a duly em
powered agent. Upon the declaration of bankruptcy, the debt9r 
retains the ownersh1p, and control of property not subJect to seques
tration ("embargo') in favor of the bankrupt's estate and the 
management of the property of his wife and of his children, unless 
the former obtains a separation of her property. The bankrupt 
loses control of all other present and future property, retaining title 
under the limitations hereinafter indicated; this control passes to 
the sindic (trustee), who becomes vested with all the powers of the 
holder of a general power of attorney without limitation, except 
as herein provided. When the bankruptcy is declared the bankrupt 
ceases in the exercise of all agencies and commissions, and the 
agencies wanted by him terminate as soon as the suspension of 
paJment becomes known to the agents; all operations, therefore, 
must be liquidated in order that payment due to the estate may be 
demanded and the amount of the estate may be estimated. Nor 
may the bankrupt sue or be sued except as regards his person . 
..\l'tions against h1s property must be instituted against the sindic. . 

If the bankrupt repudiates an inheritance or legacy, the sindic may 
accept it in favor of the estate, upon judicial authorization. This 
right of rejection is annulled only in favor of creditors and up to 
the amount lacking to cover all liabilities and expenses of the bank
ruptcy. In case a merchant dies after petitioning his bankruptcy, 
or after his estate requests it. his executors and heirs will enjoy the 
rights and obligations of the bankrupt in the bankruptcv proceeding 
£>xcept the criminal liability.8 • 

PROPERTY OF BUSBA....,.D AND WIFE 

The following property is presumed to belong to the bankrupt 
and. therefore, he is deprived of its control even though title is in 
the wife's name: (1) Real estate acquired during his marriage, re
gardless of the marital stipulations concerning the property, because 
it is presumed not to have been bought with money of the wife; and 
(2) the personal property used by the husband, and jewels, pictures, 
and precious articles, whether belonging to one or the other spouse. 
The wife may recover such property if she proves that she owned 
it prior to the marriage or that she bought it with her own money. 

The portion of the income from the propertv of the wife and 
childn•n belonging to the husband, after deducting all legal charges, 
including one-half or such part as the marriage stipulations may 
provide, accredits to the bankrupt estate and the debtor must turn 
it over to the sindic every 2 months under penalty of intervention 
in the administration of the same if he fails to make deliwry.9 

PROPERTY EXEl'IIPT FRml THE BANKRUPTCY 

The following property does not form part of the m:1ss of thP 
r,;tate and is thrrefore exempt from the sequestration: 10 

• f'mlP of CommPrce. art•. !lt18. !llli, !162. lli2. !liO, 96!1, 9i3. 
• Crnle n( f"ommerrP. n rts. !lfl4-!h)6. 

1° Co<lp of Comm<'r~e. arts. !lWI. 
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L The bed and nec~s~u\" ekthing and furniture of the bankrupt. 
wile. and child.rt>~ prorijed they are not eon.sidered e.rtnngn.t 
by the eourt.. _ . 

:2. ln.strnml'nts and utensils n~..,..ry m the art or trade of the 
~pL f . 

3. Tht> o:xt'n and othl'r animili i.JL.;;ofar as neces5ary or :5t"ITlt1" on 
the farm wht>re tht>y are employOO. . . 
_ t. Tht> books of perso115 uerciilllg a ~terar;r. profe:saon and the 

itb--trulnl'nts of doctors, surge<>IL' and t>ngmt'E'rs ID50far as n~ary. 
in. the opinion of an. expert appointed by ~e eon~ . 

5. The arm:;; and horses of military mt>n m acti\"e semce, wht"nenr 
~ry tht'reto. . . . . . 

6.. Effects u;:ed in. the denlopment of mdo:>-tnal enterprL~ If ID 

the opinion of an expert appointed by the eourt they are found to 
be neces.._.;;aJT. -

';. Crops "before harre5t time. 
8. The right of o:>-ufrnet, but not its inrome and product;; 

"'frobs"). 
9. The rights of tL.;e and occupancy. 
10 . ...lllowances for sustenance (for f~ shelter, clothing. and 

edueation) of the bankrupt subject to pa.rt"ntal authority (""p:atria 
potestad ") or guardianslup, or who is physically 11Wlble to work or 
has no pro)lf'rty, profes.._...-ion. or trade thron.:,ob no fault of his own 
(art. 5!5, Code of Ciru Procedure for the Federal District and 
Territories, 1932). 

11. Ea..~me.n~ unless the pro)lf'rlies subject to them are St"l}q~ 
tered; 1!owenr. the e-a5t'ml'nt of wate-r may be S('(.JUe;;.f:ere-1 when 
exh--ting upon the dominant e:otate. 

12.. Life-ammities under artides :tMS:~-:?';8:7 of the Ciril Co-le c)f 
1932; the salaries and e-moluments of e-mploYees and public officiAL: 
an-i :>::r:E~oru ~!j by th~ Jmhlic t.rt>asury. -

These ·exemptions may not be wai"f'ed. 

REYBDICATIO:X ~ B.-L,ARI:'PTCY .. 

By _reTin.dication in. bankruptcy is meant the right of any peri'<'tn 
to claun and reronr property I>E>Iongin~ to him which is found in 
!-he ~pt ~--tate. ::--ne code_ prorides that wbeoenr pror'lf'rty 
Iii found m the ~--tate~ btle to which nenr pa.ssed to the bankrupt. it 
ma,r ~, !f-'tnrned to th~ rightful ow-ners upon aeknowi~PDlNit oi 
their daiiDS by the ~l'E'ting of _ereditors or by final judgment. Hou-
enr, the estate ntall!s anJ:' nghts w~ch _the bankrupt bad in tht> 
proper:tJ- upon romplyrng mth any obligations attached tbel'l"to. • Tht> 
followmg property may he reeonred in this manner: 
. 1. l"oapprais:t>d dowry property, and apprai5t'd do\\T\" pro1--.ert¥ 
m the hands of the hnsbaDd. • • 

2. Property belonging exdosinly to wife. 
3. The patrimony of the ehild or ward; regi_-4ration indicated on 

pa~ 12 mlh-t hue been made in. these thrt>e instances. 
. !. The property or effects hdJ in depo:_-i~ admini.stratio~ .. lea..~. 

hi.rt>, or lL~ct by the bankrupt. · 
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5. Merchandise held under a commission of purchase, sale, ship
ment, or delivery (property usualll consigned to agents in Mexico, 
therefore, is included in this classification; see p. 49). 

6. Bills of exchange or promissory notes without endorsement or 
expression passing title, sent to the bankrupt for collection and thQse 
obtained for the account of another, issued or endorsed directly to 
tho principal. 

7. Funds sent to the bankrupt outside of current account and 
which he i.,; to deliver to another person for the principal, or is to 
use in discharging the obligations of the latter at the bankrupt's 
domicile. 

8. Amounts due the bankrupt on account of sales made for another 
and the bills of exchange or promissory notes drawn in these trans
actions and in his possession, even though these documents are not 
made in favor of the owner of the merchandise sold; provided,· 
however, that it is I?roven that the documents or obligations arise 
out of such transactiOns and were in the hands of the bankrupt to 
be collected and the funds forwarded to the principal, which fact 
will be presumed conclusively if the account is not entered in the 
current account existing between the parties. 

9. Merchandise sold for cash to the ban1.TUpt and not paid for in 
whole or in part, while it is unpacked in his warehouse or unbroken 
and distinguishable by marks and numbers. 

10. Merchandise bought on credit by the bankrupt while its deliv
ery has not been made or it is in transit (this is the equivalent of 
the right of stoppage in transitu in Common Law). 

11. Securities (" valores ") or objects pledged by public document, 
broker's policy, or pledge'bond (see p. 39), unless the majority of 
creditors decide to recover the property after paying the credit due. 
If the pledge is of any other kind the pledge creditor may dispose 
of it by sale through a broker or by judicial sale, the balance existing 
after the credit is paid being returned to the estate; on the other 
hand, if a balance is still due to this creditor, he may file claim for 
it against the estate. 

12. The bills in circulation of banks of issue in bankruptcy. 

1\IATURITY .AND ANNULMENT OF OBLIGATIONS 

The declaration of bankruptcy causes the maturity of all pending 
debts of the bankrupt, a discount of 6 percent annually being made, 
on the amount of those which do not draw interest and which 
are J?aid in advance, from the date of payment until maturity. ·Lia
bilities of the bankrupt on suretyships and guarantees g~ven by 
him cease ; however, the amounts owed by reason of these obliga
tions until the declaration in bankruptcy will be admitted as credits 
a~ainst the estate. Current accounts are likewise suspended and 
liquidat~d. Payment of interes~ is discontinued by virtue of the 
dl•daratwn except that on credit secured by mortgage or pledge~ 
but these will be satisfied only with the income derived from the 
property given as security. 

All transactions entered into by the debtor at any time before his 
declaration in bankruptcy, thereby knowingly defrauding his credi
tors, are null and void, provided the other contracting party knew of 
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the fraud. _\ll gratuitous contract:3 and tran5a_ctio~, in fal'"or f>f 
ascendants and de5Cendants or in diseharge o~ o~bgatiOIB M•t ye-t due 
or reali.zetL are al5o null and T"oid if made lnthin 30 d:ays ~fore ~ht! 
date on which the bankrupt failed to pay_ the fin,-t 6L~g~tu.~n! wh!.::h 
failure cau.seS h.i3 bankruptcy. The _creditor wh~. ":!t~ th1s ~arne 
period~ renews his credit ("" refaCCione. su credito ·) ~ ord.:or to 
secure it with mortgage~_ pl~~~ or ~~er collateral. ~II hold the 
security for the renewal 1f this lS Talid m accordance '\Hth the I'ro
visioM- of the Code of Commerce. 'Thenenr the return of anT" 
object or amount is ~rdereJ. it is nn~er:...t~ al~ough n~t e-~·~~:1. 
that the corre;;ponding product.s or mte~t dnnng the bme that the 
object or amount was enjoyed mU£t aL~ be returned u 

JODrDER OF ACTIOXS-FORElG..~ B.C\A:Rt;FTCIES 

· ...lll actions again't the bankrupt pending before the courts mlk-t 
be joined to the proceedings in bank:rlq>tcy, except tho5e: (1) In 
which ju~oment in the lower court (first ID.&ance) has b;en rendered 
and notified; (2) ark--ing from morfeuage or pledge credits; and (3) 
instituted for the p~ of holding auction sales to pay debts due 
to banks or :in._qjtntions of credit. 

The bankruptcy declared in a forei.:,un country may not be alleged 
a~-t lle.xican creditors in order to conte::,-t their rights in prop
erly within Mexico or to uoid contracts made with the bankrnpt.rs 

TillE OF B~ARUPTCY 

In Me~can bankruptcy proceedings it is necessary for the court 
to .fix the time when the debtor becomes bankrupt, in order to de
termine when certain periods of time ~oin to ron and to ~rUin 
rights whose effectinness or extinction are dependent upon this mat~ 
ter, as indicated in the preceding sections.. As a general rnle1 a mer
chant is COib-idered bankrnpt as f)f the time when the innntories and 
balances which renal this condition are pre~ prorided this iE 
done at lea....<:t once a year. Howel'"er, if before the preparation of 
the corre::-ponding innntory an unforeseen but notable ennt shonlJ 
=ender the merchant nnahle to perform hi.;; 6bli!!ations. the bank
ruptcy is considered to hue taken place at the time of that ennt. 
Furthermore, if a merchant su,--pends J'apnent of ciril debts anJ 
does not ~l"e su:fiic!ent p~perty to ~scharge them independ.:-ntly 
of that whi<:h constitutes h.i3 commercJal enterprise, or is unable to 
pay them ~th the p~perty_ of ~he latter without su.:,--pending pay
ment of h13 Cf.JIDDlel'C'lal obligations,. the bankruptcy is coll.5iJerei 
to haw takt-n place w-hen the SlliJ>emion of ciril debts OCCUI'S. Bur 
!his i3 not the case if the eiril deht,:S may he paid off without ca~
m~ the l:.anlTUptcy of the commercial e:,-tabfuhment. In anY el'"ent. 
~e court may fix a tim~ for_ th! commencement of the bankruptcy 
different from the ones Jn& mdJcated, in all ca5e5 according to tt.o> 
!acts reT"ealed by the record an.J upon considerations of ju,-tice aris
mg therefrom.u 
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CO.l\IPOSITION OF CREDITORS 

The bankrupt and his creditors may enter into a. composition 
before he petitions his bankruptcy or it is declared, and during the 
bankruptcf proceedings, after the allowance of claims and the classi
fication o the bankruptcy. Fraudulent bankrupts and those who 
leave the place where the bankruptcy is being prosecuted (violate 
the "arraigo ") do not enjoy this right. The composition must be 
effected at a. meeting of creditors, no private stipulations between 
the bankrupt and any of his creditors being a.llowed on penalty of 
loss of the rights of the creditors who attempt this; in addition the 
bankrupt is considered culpable if the facts do not merit his classi
fication as fraudulent. The composition must be approved by a 
vote of a majority of the creditors present representing three-fifths 
of the liQbilities after deducting the amount of secured credits. 
Creditors whose claims are secured (" privilegiados e hipotecarios ") · 
may a!:istain from voting, but if they do vote, they will be included 
in t.he discharges and extensions stipulated in the composition with
out prejudice to their rights in the order of. payment; Within 8 
days after the meeting which approves the composition, the dissent
ing creditors and those who did not attend.the meeting may oppose 
it on the following grounds: (1) Defects in the form of calling, 
holding, and conductrn~ the meetrng; (2) lack of capacity in one of 
the creditors voting, it his vote made up the majority in number 
or amount; (3) fraudulent understandings between the debtor and 
one or more creditors or among the latter, in order to vote in favor 
of the composition; (4) fraudulent exaggeration of claims in order 
to make up the majority in amount; (5) fraudulent incorrectness 
in the general balance of the bankrupt's business or in the reports 
of the sindics in order to .facilitate the approval of the proposi-
tions of the bankrupt. - · 

As soon as the composition is approved by the court any creditor 
may appeal therefrom. It becomes binding on the bankrupt there
after and on all creditors whose credits antedate the declaration 
of bankruptcy, if properly summoned or1 if the approval of the 
composition was notified to them, they tailed to oppose it, even 
though they· were not included in the balance and took no part in · 
the proceedings. 

The composition effectively and definitely extinguishes credits in 
the proportion there stipulated; if the bankrupt fails to perform 
in accordance with its terms, any one of the creditors may demand 
its rescission and the continuation of the bankruptcy, in which case, 
as well as when no composition is entered into, the creditors who are 
not discharged in full by the bankrupt estate preserve a right of 
action against property subsequently acquired by the bankrupt.15 

PAYMENT OF CLAIMS 

For the :purpose of dischargin~ claims the propertv of the estate 
is divided rnto two parts or sectiOns, one to include claims payable 
out of personal property, and the other those to be satisfied with the 
proceeds of the real estate. Under each section creditors are classi-

,. Code of Commerce, arts. 988-997. 
IH747-34-ll 
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fied in groups in order ~f payn;teh_t, each group taki~g to the exclu
sion of the next the creditors withm each group sharmg the property 
allotted to it, p~o rata; however, mortgage creditors and those hav
ing liens on specific property are excepted unless th.ere are se_veral 
of the same class in which case the general rule Just mentioned 
obtains. Any s~ received by mortgage creditors from the sale 
of personalty will be credited to their claims against the real estate. 

Claims payable out of personalty are as follows : 
1. Creditors specially preferred, in the following order: (a) The 

Federal local or muruci_pal treasury; (b) expenses of preservation 
of the property and of administration of the bankruptcy; (c) fu
neral expenses, if the declaration of bankruptcy took place after 
the death of the bankrupt; (d) funeral expenses of bankrupt whose 
death took place after the declaration in bankruptcy, provided they 
were incurred by the sindic or administrators of the bankruptcy, or 
with their consent and the authorization of the court; (e) expenses 
of the last illness of bankrupt, if the declaration was made after his 
death; (f) creditors for personal labor, including business clerks 
during the six months preceding the bankruptcy; (g) rents due, 
with all that remains of the leased property, including the year's 
crops in the case of farm land; (h) creditors for sustenance fur
nished to the bankrupt or his family. 

2. Preferred creditors who are given a preferred right by the 
Code of Commerce. 

3. Common commercial creditors. 
4. Creditors under civil contracts of any kind. 
Claims payable out of the real estate are as follows: 
1. Creditors with real rights, in the terms and in the order estab

lished in the civil law. 
2. The creditors specially· privileged as set forth in the previous 

paragraph and in that order. 
The creditors under each letter group take to the exclusion of the 

next letter group and number, and those under a number take to the 
exclusion of the next. :Mortgage creditors whose claims are not 
satisfied in full out of the mortgaged property may claim as credi
tors under group 4 above. :Maritime creditors are governed by 
maritime law.141 ' 

DISCHARGE OF BANKRUPT 

The right of discharge as known under the United States Bank
ruptcy Act is greatly limited in Mexico. First of all the fraudu
lent ba~pts are not enti~led to discharge until they serve the 
penalty Imposed on them1 .sud penalty prescribes, or they are par
done~; they are then considered as culpable bankrufts. Secondly, 
~ortmtous and culpable. bankrupts are discharged i they promise 
m legal form to pay their outstanding debts· the latter must furnish 
security accepta~le to creditors, to assure p~rformance · these bank
rupts may be discharged by payment in full of coO:se and also 
when t!I~Y ar~ allowe~ to manage their prop~rty by virtue of the 
compoSition With creditors.17 

u Code of CommE:ree, arts. 1000-1008. 
>T Code ot Commerce. arta. 1009-lOH. 
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BANKRUPTCY OF BUSINESS ORGANIZATIONS 

The bankruptcy of business _organization~ a~d t~e result~g ba~
l'Uptcy of their members reqmre separate hquidatwn. Therr. c~edi
tors may make compositions with one or more of the members JOmtly 
and severally liable, in which case the sindic administers the assets 
of the organization excepting therefrom the private property of 
such members. However, no property of the entity may be used 
to dischar"e obli"ations under the compositions nor will such mem
bers be dis~harged .until it is shown that all o.bligations of t~~ enter
prise have been satisfied .. The memb~rs. e!ltermg the compos~t10~ are 
free, as regards the creditors, of their JOmt and several obligations. 

In case of a general partnership the private creditors of members, 
whose credits antedate the formation of the enterprise, may file 
claims in the bankruptcy of the entity together with its creditors 
in the order of payment provided according to the nature of their
claims. The latter creditors, excepting mort~age creditors, will b& 
paid out of the balance left after partnership debts are paid. 

Limited silent partners or company stockholders whose contribu
tion is not fully paid may be compelled by the administrators of the 
bankruptcy to pay in as much as may be necessary unless their shares 
are to bearer; if they are creditors of the company as well, they 
may set off their claims against the amounts due from them. The 
composition in the bankruptcy of a corporation not in liquidation 
may provide for the continuation or transfer of the business under 
the terms therein stipulated. 

Business organizations will be represented in the bankruptcy pro
c·eeding by the _Persons designated in the bylaws; otherwise by the 
managers, admmistrators, or liquidators; if there is none, by n.n 
agent of the public attorney. If the organization in bankruptcy 
had issued bearer obligations, the holders thereof will share in its 
estate after deducting any payments made by way of amortization 
or reimbursement on the obligations.18 

PROCEDURE IN BANKRUPTCY 

SECURING THE BANKRUPT ESTATE 

As soon as a petition in bankruptcy is presented by the debtor or 
one or more of his creditors, the court proceeds to safe!!Uard the 
assets of the e~tat.e through the issuan.ce of a writ: (!) Appointing 
a temporary smdiC (trustee) and an mterventor; (2) orderin" the 
!'ecuring o~ the as.sets, books, correspondence, and documents c:f the 
debtor; ( 3) ordermg the post office to deliyer all mail to the sindic · 
( 4) prohibiting payments or ~eliveries to the debtor under penalty 
of se~ond. pay~ent; (5) ord~rm.g the bankrupt to deliver the prop
l:'rt,v m his busmess to the smdiC under penalty of being adjudged 
gu~lt~ of concea!ml:'~t of assets; (6) ordering the publication of the 
wnt m ~he ~fficial JOU~nal o~ the .State, district, or territory three 
consecutive hmes, and Its registratiOn in the commercial reo-Istry •. 

The official w.ho executes this writ will procure the accept;nce and 
assurance of faithful performance of the sindic and interventor, and 

21 Code of Commerce, arts. 1016-1024. 
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with them he will proceed to seal the doors of the storeholl5eS and 
offices of the bankrupt, his business boo~ papers~ and personal prop
erty, subject to sequestration in bankruptcy and found at his domi
cile, and will file a report of having done so; this mav be done on 
any day and hour. If the debtor has branches or estabfuhments in 
other jurisdictions the same proceedings will take place by means 
of letters requisitorial {" e.xhortos ") addressed to the corresponding 
court..n 

The sindic and interventor must be either lawyers or regk-tered 
merchants of known integrity and repute. The sindic, whether tem
porary or permanent, represents judicially and extrajudicially the 
bankrupt business; when temporary, he may only take po:....~on 
of the business with its books and ~ suspending all payments 
except taxe;;, rents, clerks, and minor ~ and may not make 
sales except for cash and at current market prices.. If he deems it 
necessary to dispose of property to prevent its loss or depreciation, 
he may be authorized to do so by the court after hearing the public 
~ttorney. Neither the temporary sindie or interventor may be re
moved until it is ~ decided by the mee~ of creditors following 
the one held for the allowance of claims. The acceptance of their 
offices is voluntary, but they may not ~O'Jl except for grave e&llSey 
in the opinion of the court and, if their offices become vacant, they 
must be filled immediately. The sindie may employ a lawyer if he 
is not one and such services are necessary; the corresponding fees, 
duly approved by the court, will be paid out of the estate. 

The duties of the interventor are: {1) To watch the sindic, report
ing to the court his acts which may preJudice the interests and rights 
of the creditors, and taking care that the functions of the sindics are 
performed on time; {2) assist in the preparation of the inventory 
following the securing of the property; (3) to be heard when the 
sindie proposes to sell any property or to file suits. In addition, the 
permanent interventor must pass upon the sindic's claims, if he is a 
creditor of the estate; for these purposes the interventors may freely 
examine books, correspondence, and other papers of the bankrupt 
estate. • 

The s:indic's fees are as follows: 8 percent of the proceeds of the 
sale of property of the estate up to 25,000 pesos; 4 percent for the 
excess up to 200,000 pesos; and 2 percent on any greater excess. 
The interventor's fees are those fixed in the schedules of judicial 
agents {" apoderados ").• 

PREP.AllATION OF 'DIE DTESTORY 

On the day following the pia~ of the :seals on the bu...<dness 
~blishments of the ~pt the smdic will begin to prepare the 
mventory before the court notary or some one actina for him, the 
debtor and interventor be!ng previously notified th~f. If the 
inventory _at one pia~ c~ot be fin!shed in 1 day, the doors are 
sealed agam, a notation being made m the record of the condition 
of the seal when it is taken otl. If property is found which should 
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be promptly disposed of, steps will be taken ioimediately to do so; 
property exempt from sequestration in bankruptcy will be delivered 
to the debtor. Personalty and objects necessary in the continuation 
of the business will be inventoried first. The sindic will take charge 
of the property as inventoried and to that effect he will sign the 
record of the inventory which will be made in duplicate, the origi
n.al ~eing filed in the record of the case and the duplicate kept by the 
srndic.21 

PRESENTATION OF CLAIMS 

''nen the inventory is finished the court must issue a writ ordering 
the presentation of proof of claims within 10 days if creditors 
reside within 200 kilometers of the court, 20 days if within 400 
kilometers, and 30 days if at a greater distance, within Mexico. The 
creditors residing in North Anierica and the 'Vest Indies must do so 
within 2 months, while those in Central America and Europe have 
three months, those in South America 4 months, and those in any 
other part of the world 5 months. Notification thereof inust be 

·made by summons (" cedula "), order (" despacho "), or letter 
rogatory (" exhorto ") to the creditors whose residence is known, and 
by publication in the official journal three consecutive times to those 
whose residence is unknown. Absent creditors are represented until 
they appear by an agent of the public attorney. 

The creditors must present to the court, within the time allowed, 
the instruments evidencing their claims or, if there are none, an 
itemized statement setting forth the consideration given must be 
presented with copies, the original to be attached to the record and 
the copies to be returned to the claimant. As the claims are received 
the court will turn them over to the sindic to be checked against 
existing records and bookkeeping. Within 8 days after the time 
fixed for presentation of claims the sindic will present a report on 
the claims presented to the court, copy being sent to the bankrupt; 
in view of this report the court decides who may vote at the meeting 
for examination and allowance of claims, and for what amount.22 

STATUS OF CLAIMS NOT PRESENTED IN TIME 

The creditors whose claims are :presented within the extended 
periods allowed them, as previously rndicated, but who are not able 
to present them before the general report on claims is filed by the 
sindic, do not lose their rights and preferences in the order of pay
ment. The same procedure is observed with regard to these claims, 
and after the sindic reports on them they may be considered at a 
meeting of creditors. On the other hand, creditors who do not pre
sent their claims on time lose whatever preferences they had in the 
order of payment and beco!De .c<_>mmon creditors as to the c!ivide"!lds 
yet to be distributed, the JUdicial acknowledgment of their. claims 
beinrr made at their expense; if they never had a preferred right of 
pay~ent, then they lose one-third of what they would hav«: re~eived 
on their claims. If the assets of the estate have been distnbuted 
when these claims are presented the court will not entertain them.23 

11 Code of Commerce, arts. 1433-1436. 
• Code of Commrrce, arts. 1437-1444. 
• Code of Commer<>e, arts. 1462-146;;. 
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ALLOWANCE OF CLAIMS 

As soon as the judge decides which claims are entitled to vote he 
will declare the statement of claims closed, and fix the fourth day 
after the general report is presented to him for the meeting of credi
tors to consider and allow claims. Creditors who appear thereafter 
are considered in default and suffer the penalties indicated in the 
previous :{>aragraph. At the meeting of creditors and the public 
attorney (creditors may appear personally or by duly empowered 
agent) the list of claims with their corresponding documents, the 
syndic's report, and the court's decision with regard to them, will 
be read. After hearing any observation which those present or 
the bankrupt may make, the creditors vote on each credit; to exclude 
any credit a vote of three-fourths of the creditors present repre
senting two-thirds of the claims or vice versa is n.ecessary; for this 
purpose the court may convene the necessary meetmgs, but all must 
be held within 20 days, counting from the first meeting. The credits 
allowed will be marked" Allowed, for the amount of--", and the 
note signed by the judge and syndics; the excluded credits are 
returned to their owners. 2' . 

CONTESTING ADMISSION AND EXCLUSION OF CREDITS 

The resolutions of the judge, following the general report of the 
syndic, and those of the meeting, may be contested by one or more 
of the creditors, or the bankrupt, by separate proceedings before the 
same court. The action against a resolution of the meeting must be 
filed within 10 days thereafter; creditors may not contest a resolu
tion for. which they voted. The action against the admission of a 
credit mud be directed against the creditor so favored, while that 
against the exclusion of a claim must be instituted against the syndic. 
The hearing in these actions must be held within 8 days following 
their filing; the corresponding proceeding must be concluded within 
15 days thereafter unless the necessary evidence cannot be procured 
within that time, in which case it may be extended to 60 days. The 
proceedings on appeal or revision must be terminated within similar 
periods of time. 25 

JUDIC,lAL LIQUIDATION AND SURRENDER OF ASSETS 

. Any merchant who has suspended payments may claim the benefit 
of judicial liquidation within 3 days thereafter, by filing a petition 
to that effect accompanied by a statement of his assets and liabilities 
and the circumstances which have forced him to suspend payments. 
The court then, issues the writ indicated on page 153 to safeguard 
the property, and all the measures indicated on page 153 will be taken 
until the examination of credits prior to their allowance is termi
nated -within the following 10 days. The court then summons the 
creditors to a meeting, which will consider the proposition of the 
debtor or the syndic concerning a composition. If this is entered into 
the debtor is again placed in charge of his business in accordance with 
its terms; ot1:terwise the procedure in bankruptcy is followed in order 

"'Code of Commerce, arts. 1445-1450. 
• Code of Commerce, arts. 1444 and 1451-1460. 
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to liquidate and l'ay the credits; the creditors will appoint a perman
ent syndic and mterventor by a majority vote (' a pluralidad de 
votos "). . 

The debtor whose liabilities exceed his assets must set this forth 
in a petition to the court in the manner indicated in the pre.vious 
para.graph, within 3 days after suspending payments. This pro
ceedmg known as surrender of assets follows the same procedure as 
that of judicial liquidation indicated above. 26 

INVOLUNTARY BANKRUPTCY 

. One or more creditors of a bankrupt may institute proceedings in 
mvoluntary bankruptcy ("concurso necesario ") in the followinO' 
cases: (1) When sufficient property of the debt~r is not found t~ 
satisfy the execution of a final judgment on the merits (judgment 
which has the force of res adjudicata), bankruptcy proceedings will 
be ordered on the court's own motion or upon petition of a creditor; 
(2) when executory action is filed to collect a bill of exchange, an 
instrument l'ayable to order or bearer, a public document, or any 
other on which such action may be grounded and sufficient property 
is not found, or the debtor fails to deposit or give bond in the amount 
of the complaint; (3) where the condition mentioned in {1) and (2) 
is true in suits against a merchant based on civil debts; (4) where 
the debtor absconds or conceals himself; (5) when the state of in
solvency becomes apparent during the course of any suit; the bank
ruptcy proceedings in this case may be ordered on the court's own 
motion or on petition of a party; (6), (7), and (8) are cases involv
ing the bankruptcy of banks; (9) in all other cases provided by the 
Code of Commerce. -

In these cases, U_{>On the presentation of the fetition, the court will 
declare the debtor m bankruptcy as a matter o course and will order 
the securing of the property as indicated on page 153. However, the 
merchant or business organization declared bankrupt may requfst 
the revocation of the declaration within 3 days thereafter and offer 
evidence against it for which a period of 15 days will be allowed; 
but where he has made the declaration of his bankrupt condition 
the debtor may not ask its revocation, except upon a plea of error in 
the appraisal of the business. Creditors, either secured or unsecured, 
may demand the revocation of the declaration even after the debtor 
has petitioned or consented to his bankruptcy. A composition of 
creditors, even though unanimously approved, may not be alleged 
to revoke the declaration of bankruptcy. The revocation will be 
made only when it _is proven that tp.e ?~l?tor is meeting his payments 
on time and there IS no excess of liabilities over assets. In all other 
cases the debtor will be summoned to appear within 3 days and, if 
he h~s evidence to offer in opposition, a term of 15 days will be fixed 
for its presentation, after which the ~ourt will P.ass ~p~n the issue. 
After the time to request the revocation has expired It IS presumed 
that the debtor and all other interested parties accept the declaration 
in bankruptcy. When this be~~mes !ffill;l t~e C?,~~ proceeds in the 
manner indicated under " J udicml LiqmdatiOn. · 

• Code ot Commerce, arts. 1466-1473. 
"Code ot Commerce, arts. 1474-1484. 
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ADMINISTRATION OF THE BANKRUPT ESTATB 

If the bankrupt and his creditors do not enter into a composition, 
the sindic and the interventor will continue to administer the estate 
and will attempt to sell the enterprise within the month following 
notice of lack of composition, for not less than 75 percent of the 
value indicated in the last inventories; if there are no inventories, 
an appraisal will be made by a broker or creditor. After the month 
elapses and no sale is made, the property will be offered at auction 
sale, no bids being allowed for less than two:.thirds of the value; the 
unsold portions will again be auctioned 5 days thereafter, bids for 
not less than 40 percent being allowed. Finally, the remaining 
goods will be sold at auction for what they may bring. Bids must 
be for cash and may be offered by anyone including creditors. The 
amounts obtained will be deposited in closed bags in a bank. 

Six months after the first meeting of creditors, at the latest, the 
sindic will present a project of classification of creditors in their 
order of payment; should he fail to present it he may be removed 
and another one appointed to do so within a month. If at the time 
of the judgment of classification · there is property in litigation 
which has not formed part of the estate, the unpaid creditors may 
appoint a special sindic to terminate the suits and dispose of the 
property. This sindic will earn the fees of a judicial agent and 
will be paid by the creditors who appoint him.28 

CLASSIFICATION OF CREDITORS 

Within the month allowed for the sale of the assets, the sindic must 
prepare the project of cla...c:sification of creditors in their order of 
payment in accordance with rules set forth on page 151. Credits for 
lalior and rolling stock• are in the second group of creditors to be 
paid out of personal property (p. 152). This project will be dis
cussed in a meeting of creditors convoked by the court within 10 days 
aFter it is presented. Should the sindic be a creditor the interventor 
must submit a report on his claim within this time. If differences 
arise with regard to the classification of any credit another meeting 
will be held, with 20 days' notice, and the dissenting creditors may 
leave therein briefs in support of their contentions, which will be con
sidered by the court together with the record of the meetings in 
rendering the judgment of classification. All credits whose validity 
is in litigation will continue this separate course until ready for 
judgment, when the parties will be cited for judgment of clasSifica
tion of credits which will be rendered within a terin not exceeding 
2 months. . 

The judgment mentioned aboYe must set forth: (1) The existence 
and kind of bankruptcy in question; (2) the determination of the 
d~te of the bankruptcy; (3) statement of lawful claims, their amount, 
kind, and their order of payment; (4) the application of the pro
ceeds to the payment of claims; and ( 5) the decision of all pending 
collateral proceedings (incidentes). . 

Against this judgment the public attorney, the debtor, or any 
common debtor whose claim exceeds 3,000 pesos, may appeal within 

• Code of Commerce. arts. 1485-1490. 
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3 days. 'Wben the record is presented to the appellate court the 
appellant and sindic will be notified and they may ask within 3 
days that proof be taken for which 8 days will be granted. .A hear
ing is then fixed; within the following 8 days judgment is rendered 
therein, against which only cassati<m or nullity proceedings may be 
filed.n · 

ORDER OF PAYMENT OF CLAI.liS AGAINST NONMERCJLL't'TS 

The order of payment of claims against merchants, including 
those arising out of civil or commercial transactions, has been indi
cated in the preceding sections (p. 151). This discussion is limited, 
therefore, to the classification and payment of claims against non
merchants in civil insolvency proceedings, as prescribed by the Civil 
Codes of 1932 and 1884. Under the former code all claims for taxes 
must be paid first out of the revenue from the property on which the 
taxes are due. l\Iortgage and pledge creditors may discharge their 
claims out of the property mortgaged or pledged; if any part of 
their claims remain unpaid they will be paid as third-class creditors. 
Laborers are entitled to wages or salaries during the last year of their 
employment and the indemnities due them; property of the insolvent 
must be sold, therefore, to satisfy these credits. In cases where the 
insolYent debtor inherited property already encumbered with certain 
claims, the holders of such credits may seek satisfaction out of the 
inherited property by requesting the withdrawal of that property 
from the insolvency proceedings within three months after acceptance 
of the inheritance or the filing of such proceedings, and provided 
a novation of such claims was not entered into or the personal lia
bility of the insolvent was not accepted in lieu of such credits on 
property. This right also exists under the code of 1884. 

The following claims are also entitled to preference under the 
code of 1932: 

1. Debt incurred by reason of expenses of salvage, upon the prop
erty salvaged. 

2. Debt contracted prior to insolvency proceedings in order to 
preserve certain property, upon such property. 

3. Credits for construction of movable property, upon the property 
constructed. 

4. Credits for seeds, cultivation, and harvest, upon the price of 
the thing harvested and in possession of the insolvent. 

5. Credits for freight charges1 upon the property transported. 
6. Claims for lodgmg, upon tne price of the property of the guest 

found at the lodging place. 
7. Credits of the landlord, upon the movable property found in 

the leased premises, or upon the yield of the crops if the property 
leased is rural. 

8. Credits arising out of goods sold and not paid for, upon such 
~oods, if the creditor presents his cia~ w!thin 60 days f?llowing 
the sale if made for cash, or after matunty, If made on credit. 

9. Credits recorded in the pro~rty registry by virtue of judicial 
order, attachments, execution of JUdgments, and sequestration, upon 
.the property recorded, but only as to subsequent credits. 

• Code of Commerce, arts. 1491-1500. 



160 TBADIXG C"XDER THE LA. WS OF .YE.XICO 

Out of the remaining property the following claim.s mu.:.--t be paid 
(fi.rst-.class creditors): (1) Judicial expen.ses; (2) eo:,--ts of adm.i.ni.s
tration and conservation of the estate; (3) funeral expenses of 
debtor, his wife and children under his parental authority and who 
have no property of their own; (!) the expenses of the last sick
ness of these persons during the 6 months preceding death; (5) 
credit for sustenance during 6 months preceding the civil insol
vency proceedings; (6) civil liability for the expense of the illness 
or funerals of the party ag.,orie¥ed, and su.:,-tenance pensions owed to 
relatives. 

After the previous claims are paid the following mu.:.--t be dis
charged (second-class creditors): {1) Claims of descendants., mino:t"Sy 
incspables, and legatees who failed to demand legal mortgage as 
security, of the persons who administered their property; (2) claims 
of the Government other than taxes; (3) claims of public or printe 
charitable institutions. 

The claims evidenced by public instrument or other authentic docu
ment must be paid out of the residue (third-class creditors), followed 
in the order of payment by the credits set forth in printe documents 
(fourth-class creditors), and lastly, all other credits will be dis
charged, if any property remains, pro rata, without regard to their 
dates or origin. If there are se¥eral creditors of the same class 
and number they will be paid in the order of the dates of their 
credits, if such date is proven beyond doubt; in any other case, they 
will be paid pro rata, within each class and nOlllber.• . 
· Under the Civil Code of 188! 111 owners of nonfun.,oible property 
deposited under seal, lock, or seamed, and mortgage debtors are 
entitled to recover and be paid out of the specific property. The 
first-class-creditors most be paid in this order: (1) Judicial ex
penses; (2) cost of administration and conservation of the property 
of the estate; (3) last matured annuity ~n the iru.-urance of said 
property; (!) taxes due during the Ia.::.--t 5 years; ( 5) costs of repairs 
and reconstruction of immovables; (6) pensions, incomes, etc., which 
matured during the last 5 years. The preference under numbers (3) 
to (5), inclusive, is limited to the nlue of ·the property actually 
benefited or on which the taxes were imposed. 

The second class debtors under the Code of 188-l are: {1) Credits 
for goods sold and unpaid in the manner preriously described 
herein; (2) credits for freight charges, l~oing, seeds, etc.; claims 
for rentals of rural properties, and certain claims of landlords of 
urban property, upon the specific property involved or the property 
of the debtor found therein, as the case may be. 

The third-class creditors under this code have preference over the 
immovable property free from mort~oe and the monbles not in-· 
eluded in the previous ~oraph, and are paid in this order: (1} 
Flll!-eral expenses of debtor; (2) expenses of last illness during a 
penod not to exceed 1 year; (3) expen..c;es of Slb--tenance of debtor 
and his family during 6 months preceding the institution of insol
vency p:r:oceedings; (4) claims for salaries of domestic servants and 
for services rendered to the family during the Ia..c:t 2 years; (5) 
claims of descendants., minors, incapables, married women, creditors 
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and legatees entitled to le~al mortgage as security to be given by the 
person in charge of their property but which security was not 
obtained; (6) claims for the value of deposits of fungible goods 
delivered without marks; (7) certain Government credits entitled 
to legal mortgage (see art. 1875) but not secured by one; (8) certain 
other persons entitled to legal mortgage (see art. 1875). · 

Under a fourth class, to be paid out of the remaining property, 
nre included mortgage creditors for the unsatisfied portions of thel.l' 
claims, then creditors whose claims are evidenced by public doeu
ment.t and then the creditors under the preceding classes and not 
satisned in full. After all these claims are discharged creditors 
who."e claims are set forth in private document duly stamped are 
paid, next followed by all other creditors who are discharged pro 
rata. without regard to the date or origin of their credits. In last 
place in the order of payment are the claims for civil liability 
arising out of crimes and the fines. 



XIII. LEGAL PROCEDURE 

Under the system of government in Mexico there are both Fed
eral and State courts. The Federal Government has defined the 
jurisdiction of the former and enacted a code of procedure to govern 
the administration of justice in them. It has also created courts 
for the Federal District and territories and provided their. rules 
of procedure. The various States have their own judicial machin
ery and procedure, analogous to the Federal in fundamental aspects. 

The Federal courts take cognizance of all controversies arising 
out of laws or acts of: (1) .A:ny authority which shall infringe any 

, person~l guarantees; (2) the Federal authorities, which shall limit 
or encroach upon the sovereignty of the States; and (3) the State 
authorities, which invade the sphere of the Federal authorities.1 

These tribunals also have jurisdiction over all controversies of a 
civil or criminal nature arising out of the application and enforce
ment of the Federal laws or out of treaties concluded with foreign 
powers; whenever such controversies affect only private rights, the 
regular local courts of the States, the Federal District, and Territo
ries may assume jurisdiction, at the election of the plainti1f.1 By 
virtue of this constitutional provision, therefore! it is possible to con
sider mercantile, mining, and other questions, ansing between private 
persons~ State courts, even though the laws applicable are creatures 
of the Federal legislative power; however, in the event that the Fed
eral Government becomes a party to such controversies, then the 
jurisdiction of the Federal courts becomes exclusive. The juris
diction of these tribunals extends to all admiralty cases,. those in 
which the Federal Government is a party, cases which may arise 
between two or more States, between a State and a "citizen of another 
State, cases arising out of treaties with foreign powers, and those 
concerning diplomatic and consular agents! A distinction is made 
here with regard to cases in which the Federal Government is a 
party. Article 105 of the constitution gives to the supreme court 
exclusive jurisdiction of cases in which the Federal Government 
"is a party." 

It is said that in a controversy the Federal Government may be 
an "interested party" only, in which case the Federal district 
courts have original jurisdiction of the case, or that the Federal 
Government may be an "actual party" in a controversy, in which 
case the Federal supreme court has exclusive jurisdiction. In 
many cases Federal laws provide where controversies arising there
under will be heard, as in the case of laws governing waters, mines, 
patents, trade-marks, public lands, railroads, stamps, and taxes, 
which ·give original jurisdiction of cases to the Federal district 

1 Constitution, art. 103. 
a Constitution, art. 104. part L 
1 Constitution, art. 104. 
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court. The constitutionality of such provisions is said to be sus
tained on the theory that since the constitution does not define when 
the nation is a party to a suit at law, the power to so define lies in 
the Congress, in accordance with the last paragraph of articJe 73 
of the constitution.• Where the jurisdiction is not determinable in 
this manner, it may become an intricate problem of law to asct!rtain 
whether a case should be filed in the district or supreme courts, 
due to the difficulty existing in deciding when the Federal Gov
ernment is an "interested" or an "actual" party. 

JURISDICTION OF FEDERAL COURTS 

THE SUPREME COURT 

This court consists of 16 justices (ministros) elected for life. It 
may act in bane ("de pleno "),that is, with all its members sitting 
(a quorum of 11 is sufficient), or in 3 chambers of 5 judges each. 
As a tribunal in bane it has exclusive jurisdiction to consider: 

1. Controversies arising between two or more States, between 
branches of government of one State concerning.the constitutionality 
of their acts, and conflicts between the Federal Government and one 
or more States, as well as those in which the Federal Government is 
a party. 

2. Questions concerning the competency of certain courts and 
other matters concerning lower courts. 

3. Civil matters with regard to the administration of justice and 
procedure in the courts. 

The first chamber of this court considers " amparo " proceedings 
in criminal actions; the second, similar :proceedings in administra
tive matters; and the third has jurisdiction of "amparos" in civil 
matters and of certain appeals against judgments rendered on ap
peal by the courts of the States, the Federal District and Territories 
in controversies arising out of the application and enforcement of 
Federal laws and treaties. (These courts may consider such con
troversies only when private rights are affected, at the election of 
the plaintiff.) · 

THE FEDERAL CIRCUIT COURTS 

These courts consist of one judge each, known as a " Magistrado 
de Circuito ", appointed by the supreme court. They have juris
diction of appeals !rom district courts, of proceedings to deny ap
peals, to consider questions involving the availability ( " impedi
mentos, recusaci6n y excusas" ) of district judges and of other 
matters referred to them by law. 

THE FEDERAL DISTRICT COURTS 

These courts are presided over by single judges appointed by the 
supreme court and have jurisdiction of: (1) Controversies arising 
between a State and citizens of another State; (2) "amparo" pro
ceedinfas in accordance with the regulatory law of articles 103. and 
104 o the constitution; ( 3) civil and penal cases arising out of 

· • Cnmpillo, Derecho Constltuclonal Me:dcnno, vol. II, p. 454. 
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treaties, Federal and maritime law, or involring national and for
ehm consular or diplomatic representatins; and ( 4) all other cases 
ai.~ determined by law. In the cases under (3) it is interesting to 
note, if the controversy afiects only private rights, the plainti.ff ma1 
prosecute the snit in the courts of the corresponding State, Terri-
tory, or Federal District, at his election. · 

The organic law of the courts of the Federal Dh-trict and Terri
tories • provides the following courts: 

(1) Svperibr tribunal.-This court consists of 25 jud.,aes ("'magis
trados "). Besides certain adm.i.nistratit"e functions, it has juris
diction of appeals and other proceedings in ciril cases coming from 
civil courts of first instance in the Federal District and Territories. 

(2) (Juurt& of first instance.-The Federal District is divided into 
four judicial districts, in one of which is .Mexico City. The terri
tory of Northern Lower California. is divided into three judicial 
districts, while Southern Lower California is divided into two. 
There are 14: civil jud.,oes in the judicial district of Mexico and one 
.court of first instance in ea.ch of all the other districts. They hue 
jmisdiction of civiJ controversial cases in which the amount in
V~'Ived exceeds 1,000 pesos. The courts. of first instance in the 
j .. Jicial districts other than that of Mexico are of mixed jurisdiction, 
that is, they hear ciril and criminal cases. 

(3) "Juecea .Menores."-These jud.,aes hat"e jurisdiction of ciril 
controversial cases in which the amount involt"ed is from 200 pesos 

to (
1

'
000> 7~· f I Th "urisdi"cti" f th • dg • 4 ,ust~eea o tru~ peace.- e 1 on o ese JU ~ m 

civil ca.....c:es is limited to those up to 200 pesos in amount. 
In addition to the abot"e courts, set"eral other judicial bodies and 

officials 5uch as "jueces ejecutores" (who execute attachments and 
execute jud.,oments), "jueces pupilares" (who hat"e jurisdiction of 
.all judicial matters affecting the person and property of minors), 
criminal courts, popular jury, courts for delinquent minors and 
arbitrato~ are created by this law. 

PJWCEDlJUL LAWS nl FO:RCB 

The procedure in the courts of the Federal District and Territories 
is governed by the Code of Civil Procedure for the Federal Db-trict 
and Territories of ..A.~oust 29, 1932. effectit"e since October 1 of that 
year, while the Federal Code of Civil Procedure of December 26, 
1908, governs procedure in the Federal courts. 

THE "AMP ARO"" SCIT 

Perhaps one of the most important legal remedies in lle::rioo, and 
probably an oub-tanding contribution to juridical science, is the 
~ amparo " snit. This extraordinary remedy presents analogies to 
the .American writs of prohibitions, error, certiorari, injunction, and 
habeas corpus. Its purpose primarily is to pret"ent breaches of the 
constitution through the enforcement of laws contrary thereto or acts 
of the got"ernmental powers inconsistent therewith. It is al3o in
tended to preserve the personal guaranties of individuals, such as 
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~reedo~ from slavery, ~bility t~ en~age in lawful professional, 
md!J~tnal, and commercial pursmts, treedom of expression, press, 
pe~Itw.n, peac~ful ~Hsembly, and the one providing agamst the de
~nvatwn of hfe, hberty, or property without due process of law.7 

l'he sources of the action are traceable to the Anglo-Saxon writ of 
habeas corpus; its fundamental basis is set forth in article 103 of the 
constitution.8 It is, therefore, a remedy to be sought in the Federal 
courts, although in certain cases recourse is allowed to the State or 
other courts which then act in a temporary and auxiliary capacity 
only1 the suit being transferred to the proper Federal tribunal im-
mediately thereafter for final determination. . 

During recent years recourse to " amparo " has become so frequent 
that it is sought in practically every case of any importance filed 
in l\Iexican courts today. It is therefore advisable for the exporter 
to become familiar in a general way with the nature and procedure 
of the suit, when invoked in civil and commercial litigation. 

GROUNDS FOR "AMP ABO,. 

In addition to the grounds for " amparo " already set forth above, 
the remedy may be sought in civil and commercial litigation a~ainst 
final judgments-that is, judgments against which no other orctinary 
recourse such as appeal is available by which the judgment may be 
modified or amended. There must exist a violation of law in the 
jud!!Illent or, if such breach was committed during the course of the 
triall objection to it must have been noted and protest entered against 
the denial of reparation and provided, further, that when the viola
tion of law was committed by the court in which the case was origi
nally filed, it was alleged on appeal as a violation of law. "Amparo" 
may be sought against final JUdgment when it is contrary to the 
letter of the law applicable to the case or contrary to its legal inter
pretation, when it mcludes llersons, actions, defenses, or things which 
have not been made the obJect of the suit, or finally when all these 
have not been included, either through omission or express refusal. 
The writ of amparo may be issued also if substantial portions of the 
rules of procedure have been violated, if the violation deprives the 
petitioner of means of defense. These violations exist when the 
petitioner : 0 

1. Was not or was improperly summoned to appear in the original 
action. . 

2. Was poorly or fraudulently represented in the action. 
3. Was denied the admission of evidence which was admissible. 
4. Was not granted the terms and extensions of time allowed by 

law. 
5. Shows that evidence offered by the other parties was admitted 

without his knowledge not due to his fault, except public documents. 
6. Shows that some documents or portions of the record were not 

f'hown to him in order that he might remark upon them. 
7. Shows that after a question of jurisdiction or competency 

(" competencia ") was raised the court did not suspend the proceed-

' Constitution, arts. 1-30. 
• 8ei> nntP supra. 
• Constitution, art. 107; "Amparo " law, art. 108. 
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ings., or that the judges whose disqualification was sought continued 
to hear the case unless otherwise authorized by law to do so. 

The petitioner of "amparo " grounded on violation of law mn:.-t 
show that there is a law in fc,trce which is applicable to the ca5e, 
that the judgment is contrary to it, and that there are no particuhr 
facts which eliminate this contradiction. By law is meant not only 
a legislative act but everything that has the effect of law; it may 
be, therefore, positive law, general principles of law, treaties, or 
foreign law if it causes the .violation of Mexican law. The contra
diction may consist in a breach of the text of the law, its :faBa 
application, and its erroneous interpretation. As regards the fa~ 
the court in which " amparo " is sought may examine the facts, the 
evidence of which is defined, or whose juridical weight and conse
quences are determined by law. It may not question facts, the 
findings of which lie in the discretion of the court which heard the 
case. Although the o~oinal court is sovereign as regards consid
erations· of the law in a contract, in order to interpret ambiguous 
and doubtful clauses, if its resolutions in these matters chan.,ae the 
nature of the act, the " amparo " court may question them." 

Writs of "amparo" against :6.nal-ju~uments must be filed in the 
Federal Supreme Court. When "amparo" involves an act of an 
authority other than the judicial, or the acts of the judiciary exer
cised outside of snit or after its termination, or acts committed 
during snit whose execution cannot be redressed, or which 
a:ffects persons not parties to the snit, the writ may be sought in a 
district court from whose decision an appeal may be take-n to the 
Supreme Court. By a final jn~ument {" sentencia definitiva ") 
against which " amparo " may be sought directly from the Supreme 
Court, is ·meant one which passes on the principal object {merits) 
of the case and which considers the action and the defenses alleged 
which give rise t{) the issues. ~uainst interlocuto17 and ~--ne 
jn~uments and resolutions, " amparo " must be sought m the db-trict 
courts:. 

The bulk of " amparo " suits are based at the present time on 
violations of law or procedure in the manner previously indicated. 
The extension of the writ to these ca...c;;es gave rise to a notable 
increa..."8 in number of petitions for the remedy, because it a:fford3 
the petitioner a convenient and expeditious manner of obtaining a 
review of the case not otherwise available. Such a review is in the 
nature of a. cassation and may accomplish a similar purpoee.. The 
essential di:fference between the two lies in the fact that the amparo 
will not be granted unless an actual and positive prejudice or 
damage resulting from the act, against which the remedy is sought, 
is shown; the" amparo" is a practical means of seeking reparation 
and not a method of discussing abstract questions of law, nor is its 
object to preserve the purity of the law as is cassation, but to prob:t 
the individual against the abuse of power when such abuse prejudices 
him.U 

PKOCEDUKE JY •AJIPA.BO • SlaTS 

The "amparo " suit commences with the filing of a complaint by 
the party a~orieved, who may be an individual or a ju.rk-tie person, 

• Campmo. opu& dt. ToL n. p. Mt-6«. 
n Couto, La Su.speu:i6o del Arto Reclamado eu d Ampuo, p. 41. 
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such as companies, municipalities, States, or even the Federal Gov
ernment. The petitioner may appear fersonally or by duly em
po~ered agents. The grounds for relie and the act against which 
1t IS so~ght must be set forth in clear and concise lan(J'uaCJ'e, The 
complamt, when directed against final judQ"Dlents in cfvil .,cases, is 
filed in the Supreme Court. o · 

In cases when the " amparo" must be filed in district courts the 
one within whose jurisdiction the law or act complained of' was 
enacted, ordered, or its enforcement or performance attempted, is 
competent to hear the " amparo." If there is no district court there
in, the corresponding local court of first instance may admit the 
complaint and suspend the act. The justices of the peace may act 
in cases involving death penalty, banishment, or other act pro
hibited by article 22 of the constitution. Violations of the guarantee 
against illegal searches, seizures, and of proper criminal trials as 
set forth in articles 16, 19, and 20 o.f the constitution may be com
plained of before the tribunal superior to the one committing the 
.act, or before the corresponding district court, and appeal may be 
made from either court to the Federal Supreme Court. 

Justices of the pE:ace, " alcaldes" and "conciliadores " may hear 
"amparos" against local judges of fust instance whenever no district 
judge resides therein. In all these instances the cases must be re
ferred, after the suspension of the act is considered, to the proper 
district court. 'Vhen amparo is sought against a district or circuit 
judge, the complaint must be filed with the local judge of first 
mstance or justice of the peace, "alcalde", or ': conciliador "; but 
after the suspension of the act complained of the record must be 
submitted to the district court, which may act in substitution of 
the tribunal against which the complaint is lodged. If there are 
two or more district courts in a place, one may hear "amparos" 
against the others. No "amparo '~ lies against acts of the Federal 
Supreme Court; neither will it lie if the act has been executed, 
consented to by failure to seek " amparo" within 15 days after notice 
of the act, has ceased to cause effect, or there is pending before an
other court a proceeding to sustain, revoke, or amend it.12 

SUSPENSION OF THE ACT COMPLAINED OF 

The immediate result of a petition for " amparo " is the suspension 
of the act complained of ("suspension del acto reclamado "). This 
suspension, in the nature of a prelim~nary (interlocu~o!y) injun?tion, 
is issued in order to preserve the rights of the petltwner until the 
judQ"Dlent in the "amparo" is rendered. In ·recent years, the grant
mg 

0
0r denial of the writ of suspension has becom~ of paramo~nt 

importance because of the fact that the Federal courts of Mexico 
' d . h "t" f " " d h b have become floode w1t pet! wns or amparo , an ave een 

forced to incur delays in rendering judgment to such. a.n ex~ent t~at 
denial of suspension sometimes may defeat the pe~1t10ne.r s clarm, 
since the act complained of may be performed agamst h1m before 
judo-ment can be rendered. . 

The suspension is directed n"ainst the performance of the act 
..,ivin(J' rise to the petition for ,p ampnro "; it is directed primarily 
"' b 

u Ley de Amparo, arts. 68, 46, 29-33. 

51747-34-12 
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against the measures taken to execute the act and, therefore, when the 
act is not perfonnable but merely declaratory the SllSpen.sion does 
not proceed. It has been held, as a general rule~ that the suspension 
cannot produce the etleets of the "' amparo " itself. It mth>1; be decreed 
as a matter of colll'Se in cases inTolring the death penalty, bani;;;bment, 
or other act in breach of article 22 of the constitution, or acts which, 
if performed, would make it impossible for the petitioner to enjoy 
the constitutional guarantee which is riolated. Otherwise the suS
pension may be decreed at the request of the petitioner: (1) When
ever irreparable damage or prejudice will inure to the petitioner bv 
the performance of the act complained of, prorided that society, tlie 
nation, or a third party is not damaged or prejudiced therebv; (2) 
whenever the sn....<:pension may cause damage to a third party;if the 
petitioner furnishes security again..<:t such damage; but if the third 
party in turn guarantees to restore the things to the condition exist
ing prior to the riolation of the con......-t:itutional guaranree and to pay 
the resulting damages, the suspension will be lifted. . Generally no 
suspension will be decreed of an act already performed, or again._c:t 
an act which denies something as di11'ering from one which purports 
to do something, or ~aainst future acts.. This rule is difiicult of appli
cation and has been the subject of many interpretations and excep
tions by the Supreme Court which in this limited comment cannot 
be discu.ssed at l~oth. 

The procedure to obtain a. su...c:pension varies. depending upon the 
court in which " amparo" is SODoaht. If the relief is directed ~aainst 
final jud.,oment the petitioner may formally notify the official against 

_ whose acts he is complaining that he has sought " amparo " in the 
SupremQ Court; upon exhibition of three copies of the complaint, the 
suspension of his own acts will be decreed by the official so notified.. 
However, the petitioner, in these cases, must furnish security aga.itb--t 
damages which may be caused .by the s:u..o:pension; on the other 
hand, the injunction will be lifted if the contesting party, in turn, 
¢ves security in the manner indicated in the prerious Par&eur&ph. 
The su....c:pension in these in....o::tances must be decreed within 24: hours 
after the " amparo " is sou.,aht, and within the same time the admis
sion or denials of security must be decided. n the s:u..<:pen.Sion is 
denied, the party a&:,arieTed may appeal {" procedimiento de queja ") 
therefrom to the Supreme Court. If the su..cpension mn....c:t be decned 
it will, as a matter of course (officially, de oficio) follow by the 
quicke::;1; means, including telegraphic or telephonic communication. 

The sn...c:pension in " amparos" filed in di..o:triet courts follows a 
prescribed procedure. In Tery urgent cases, in which the remlting 
dama,...aes may be considerable, the court in which the " amparo " 
is filed may issue a preliminary .re:.•-training order, under the condi
tions which, in its discretion, it may impooe to maintain the status 
quo for 12 hours, during which time it must decree the SlL''Ilens:ion or 
the order cea...<:es to haTe effect. The normal procedure is to start 
the proceeding of sn...c:pension with a copy of the complaint. The 
authority against which" amparo "is sought is notified to file a report 
on the controversy within 2-l hoUI'S', and within the 4S hours after ex
piration of this tenn, the petitioner, the public attorney, and the third 
party prejudiced will be heard and the Slb-pen9on decreed or denied. 
In urgent cases, the report of the authority may be given by tele
gram; if it is not filed within the 2-l hours, a rebuttable presumption 
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arises that the act complained of has been committed. No other 
evidence is admissible in this proceedin". From the resolution 
denying or granting the suspension, appe~l ("revision") may be 
taken to the Supreme Court.18 

SUSPENSION IN "AMPARO" AGAINST TAX COLLECTIONS 

If " amp~ro " is sought against taxes, fines, or other fiscal charges, 
the suspens.wn of the act may be decreed at the discretion of the 
court, provided the amount charged is deposited with the collecting 
office until final judgment is rendered; if this office refuses the 
deposit the petitioner may make it with the court from which he 
seeks "amparo ", or in the office designated by that court if he 
resides. in another place. The Supreme Court has held that the 
discretion of the court in grantin~ suspension in these cases must 
he exercised, taking into consideratiOn not the legality of the collec
tion but the amount thereof, so that if the lack of the funds claimed 
hinders the exercise of normal public functions, the suspension must 

· be denied (" Semanario Judicial, vol. XX, Secci6n de J urisprudencia, 
palabra ' Impuesto ' "). It has also been decided that the Treasury 
may dispose of the funds deposited pending final disposition of the 
" amparo "; however, more recently the Supreme Court has held that 
such deposits must be made in the Banco de Mexico, which require
ment in fact prevents the collecting office ·from disposing of the 
deposit. In certain cases it is possible to give security instead of 
depositing the amount charged; for instance, where an attachment 
of property is made in favor of the fiscal authority, when" amparo" 
is sought against the procedure to collect and not against the collec
tion of a tax, when it is claimed that taxes not included in the budget 
are being collected by municipalities, in case of collection of large 
fines or obligations due a fiscal authority, not in the nature of a tax.14 

EXECUTION OF THE SUSPENSION 

When a suspension is decreed and it is conditioned on the giving 
of security by the petitioner, the official against whom it is directed 
need not obey it until notified that the security has been given. 
Should he disobey the writ of suspension, compliance therewith 
will be enforced in the same manner as the final judgment in the 
"amparo." In addition, the assistance of the police power of the 
executive branch of the Government may be requested by the court. 
The suspension must be obeyed, not only by the authority against 
whom it is directed, but by all others who may intervene in the 
execution .of the net e.njoined. Th.e disregard of !he writ of ~s
pension g~v.es the p~tlt~oner the ~Ight to file a .bill of C?mplamt 
("queja ") m the d1stnct court, m order that It may direct the 
authority at fault to comply with the suspension in case it is deter
mined that it has not. Appeal may be taken to the Supreme Court 
from this resolution. 

Until final jud~ent is rendered the writ of suspension may be 
revoked or decre~d, whenever circumstances take place during that 
interval which may warrant one of these resolutions.15 

11 Couto, opus cit. pp. 46, 60, 67, and 159: Le7 de Amparo, art&. 111-62. 
"Couto, opus cit. supra, p. 144. 
u Couto, opus cit. p. 166 and 155: Le7 de Amparo, arts. 69 and 63. 
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THE JUDGMENT Dl .. .AHPARO" 

The judgment in the " amparo " suit is indirect, according to
the commentator Lie. Ricardo Couto, because in protecting the peti
tioner against the e:ffect of a law or act it does not attack the official 
from whom either arises. The granting of " amparo " may render 
the law or act without e:ffect, but this is the result of the judgment 
and is not set forth therein. It is said that the judgment is negative 
becau.se it does not require the doing of an act but only subjects the
law or act to the test of constitutionality and, if contrary to the 
constitution, sustains the supremac:y of the latter and protects the 
aggrieved party accordingly. The JUdgment is not general, because 
it is limited to the consideration of the law or act complained of in 
relation to the constitutional provision alleged to be violated ; fur
thermore, its e:ffects are limited to the petitioner so that if the law 
or acts complained of a:ffect other parties they are not protected 
by the judgment rendered. The law or act against which " amparo" 
is directed is not annulled, although in actual practice the law is 
not enforced thereafter or the legislature revokes it. 

"When " amparo ~' judgment is rendered by the Federal Supreme 
Court, it will be the official against whom it is directed who will be 
notified in order that it may be complied with within 24 hours after 
receipt. If compliance is not begun within that time, the Supreme 
Court, at the request of one of the parties, will request the official 
in question to comply with its judgment peremptorily, and if, in spite
of this, no compliance is obtained, the court will report him in order 
that he may be proceeded against criminally and will notify this to -
the authority directly over him in order that the judgment may be
executed.· The same procedure will be observed in case of delayed 
compliance. In " amparo " suits before district courts, the- final 
judgment rendered will be communicated by them to the parties in 
order that it may be complied with within 24: hours; if ignored, the
district courts will request the superior authority to execute the 
judgment; if there is no superior authority and the one proceeded· 
against refuses to comply with the "amparo ",the Supreme Court 
will turn the guilty party over to the proper authority for civil and' 
criminal prosecution.18 

REVIEW PROCEEDINGS (" SUPLICA ") 

Final judgments rendered on appeal (" segunda instancia '?) by 
Federal, State, or Federal District and Territorial courts, in which 
the performance or application of Federal laws or treaties is in
volved, may be appealed from to the Federal Supreme Court by 
"amparo" or by review proceedings (" suplica "). The latter is 
advantageous in that it permits a complete examination of the con
troversy on its merits, as regards the facts as well as the law. The 
Supreme Court, therefore, may nullify the previous proceedings up 
to any point, whenever there exi..c:ts an error of procedure and may 
confirm, reverse, or modify the judgment. The review proceedin.:,"S
will be prepared in accordance with the rules governing appeals as 

u Couto, opus cit. p. 35; Campillo. opus cit. voL n, p. 516; Constitution, art. -107, pars, 
1 and 10; Ley de Amparo, arts. 124-130. 
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set forth in the Federal Code of Civil Procedure. This right is im
portant in that it affords litigants a third consideration of their con
troversies, particularly so in mercantile cases filed in the State and 
Territorial courts (" tribunales comunes "). Whenever the review 
proceedings are allowed or denied by the court against whose judg
ment it is invoked, the party aggrieved may petition the Supreme 
Court to review the writ denying the proceeding, or to declare that 
the review was improperly allowed (' incidente de suplica mal ad
mitida "),as the case may be. 

Whenever an interlocutory jud~ment (one which decides some 
point: but which is not a final ctecision of the principal contro
versy), rendered during the prosecution of a case in first instance, 
causes dama~e to one of the liti"ants, it may be appealed. If no 
appeal lies, 1t may be alleged before the court which rendered the 
judgment; if not, it may be excepted to and included in the assign
ment of error on appeal from the principal judgment. If no such 

. appeal is possible, it may be made the subject of an "amparo." 17 

EFFECT OF "AMP .ARO " JUDGMENTS 

The "amparo" law 18 provided that 5 consecutive jud~ments of 
the Supreme Court voted by a majority of 7 or more justices estab
lish jurisprudence on a given point of law. But the organic law of 
the judicial power of 1928, in dividing this tribunal into 3 chambers 
of 5 judges each, failed to provide that a majori~ of 3 judges in each 
chamber would be sufficient for the purpose indicated above. How
ever, the second chamber has held that 5 consecutive judgments 
rendered by it establish jurisprudence notwithstanding the lack of a 
majority of 7 or more justices; the same position has been taken by 
the third chamber, while the first has not ruled on this point.19 

The fact tllat the organic law cited, in reorganizing the Supreme 
Court into three chambers of coequal authority, failed to provide for 
harmonizing the divergent judgments of the chambers, has given rise 
to the occurrence and persistence of conflicts of decisions between 
them which may tend to confuse the lower courts and the bar in their 
endeavors to arrive at a true understanding of the law in force.20 

COl\11\IERCIAL PROCEDURE 

The Code of Commerce of Mexico provides special rules to regu
late litigation arising out of mercantile acts, previously defined on 
page 10. These special rules are applied in all Federal, State, Dis
trict, and Territorial courts because of their concurrent jurisdiction 
.in commercial cases. 

A notable feature of commercial liti~ation in 1\Iexico, in addition 
to the fact that it is substantially unitorm throughout the country, 

11 LE-y de Amparo, arts. 131-146 and 97; Camplllo, opus clt, supra, vol. II, p. 438. 
18 Arts. 147-150. · 
'"See Schuster, The Judicial Status of Nonregistered Foreign Corporations ln Latin 

~merlca-lllexlco, 7 Tulane Law Review, note 74. 
• See Schuster, opus cit., p. 38-l, for a typical example of the confusion which may be 

caused by divergent decision~ of the three chambers. l<'or further comments on the "am
poro" suit, &·e article by Justice Benito Flores in American Bar Association Journal, 
1921, p. 388 ; Francisco Corte•. Amparo al alcance de todos; and S. l\loreno Cora, Tra
tado de el julclo de amparo. See also remarks by Edward Schuster, Esq., In 1931 Year
book, A••oclation of the Bar of the City of New York, p. 286, and In Tulane Law Review, 
April 11133, opus ·cit~ note iS. 
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is that the litigants may stipulate the procedure to govern the con
tronrsy. These stipulations mn.::.-t be set forth in a public document7 

or broker's policy, or before the conrt in which the complaint in 
the case has been filed. This power of stipulation is limited in the 
following respects: (1} There mn.::.-t be a complaint, an an:.-wer, and 
the presentation of the necessary evidence; {2} evidence not other
wise admissible according to law may not be admitted; {3) the 
jurisdiction of colll'ts may not be altered; (!} the terms allowed to 
judges to render decisions may not be shortened; and (5) no pro
ceedings (" recursos "} &eoainst decisions in the case may be stipu
lated other than those provided by law, in accordance with the 
nature of the case and the amount invoh·ed. 

The instruments in which the stipulations governing liti.:,o-ation are 
contained must set forth the name, domicile, and contractual capac
ity of the parties, whether they act in their own behalf or as a~nts 
for someone else, the ca...<:e in which the stipulated procedure is to 
be observed, the evidence to be presented, the methods of proof and 
legal remedies waived, and the judge or arbitrator who is to con
sider the controversy. 

Mercantile proceedings are classified as ordin.a.ry, executory, and 
special in bankruptcy and must be in writing. In any of them the 
parties may appear personally or in writing. A. person may appear 
for a defendant e¥en thou.,.ab. not authorized to do so, but he must 
give security that his acts will be ratified and for the payment of 
the judgment rendered, dam&eoes caused, and eo:::-ts incurred. .Atten
tion is called to the fact that persons ha~ no domicile in Mexico 
may be sued therein, service of summons being made by letters 
rogatory_if his address abroad is known, or by publication in the 
official newspaper of the place where he is sued. Suits must be 
brought before the conrt expressly or impliedly des:i.:,on&ted by the 
parties; if no such submi.saon has been made, the ~nit must be 
brought in the court of the place designated by the debtor where 
payment may be demanded or of the place of performance stipulated 
in the contract.. In the absence of this desi,.onation the action must 
be instituted in the courts of the domicile of the debtor; if he has 
several, in the one selected by the creditor; if he has no find domi
cile, the courts of the place where the contract was made, if the 3o

tion is a personal one, or of the. place where the property is IOC"atl"o]. 
if the action involves property rights only (in rem), may hear the 
ca....c;e_ H the property should be in several places the plaintiff may 
file the ca....c:e in any one of them. In meetings of creditors ("'con
curso de acreedores "} the court of the domicile of the dehtor is 
competent in the matter. In the case of absence legally prov~ the 
court of the la...<::t domicile of the person is competent; if it is un
known, the one of the place in which the larger portion of his prop
~lies will be competent. In all other cases suit m~-t be filed at 
tlmdmrucireMtheplaintiff~ 

PJtECAtrJION.UfY IIIEASUJlES (""PJtOVIDES~ PltECAl!TOIUAS., 

In order to protect the rights of the plaintiff and to secure the 
ju~ament, the ""~uo" of the defendant or the attachment of his 

8 Code af Coiiu&e«r, uta. 1050-10G2: 1068-1CYH: 10110-1llL 
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property may be obtained before or after suit is filed. By " arraigo " 
i::~ meant an order to the defendant not to leave the judisdiction of 
the court (writ of ne exeat); to obtain it, it must be shown by doc
umentary proof, or testimony of three competent witnesses, that it 
is feared ti1e defendant will leave the jurisdiction or go into hic}ing 
and that it is necessary to prevent him from so doing. If this order 
is requested before the complaint is filed, security to answer for 
damages caused in case it is not filed mtist be given. To obtain the 
attachment of property in real actions it must be proven, likewise, 
that it is feared the property involved will be hidden or wasted; in 
personal actions, that the debtor has no other property than that 
for which attachment is sought and it is feared he will hide or 
transfer it. In attachment proceedings, the amount in controversy, 
or of the property in issue, must be set forth and the judge must 
fix the amount up to which attachment may be made; security to 
answer for damages caused must be given. If any of these pre
cautionary measures is sought before smt is filed, the complaint must 
be presented within 3 days thereafter, U1lless the action must be 
heard at a different place, when an additional day is allowed for 
every 20 kilometers and one for any fraction over 10. If the com
plaint is not presented on time, the precautionary measures will be 
revoked at the request of the defendant, who may then sue for the 
damages he has been caused thereby.22 

PRELIMINARY PROCEEDINGS 

The case often arises where a prospective litigant in Mexico lacks 
certain facts in order to prepare his case properly, or in order to 
prevent the loss of certain evidence before the suit is filed in court. 
He may request before filing suit: (1) The examination of the de
fendant as regards his capacity to appear (personally); (2) the 
exhibition of the movable property object of the real action (in rem) 
to be instituted; (3) the exhibition of title documents of property 
sold, in case of dispossession; if the prospective plaintiff is the 
purchaser, the request is directed to the seller and if he Js the seller, 
it is then directed to the buyer; and (4) the presentatiOn of docu
ments or accounts of the company (" sociedad ") or coownership 
by the copartner or coowner in whose possession. they ar~. The 
prospective liti(J'ant may also request the l'xaminatiOn of Witnesses 
of advanced a(J'~ or those who are in imminent danger of death or 
about to leave

0
for a place with which communications are slow or 

difficult, when the action. cannot be instituted immediately ~c~use 
it depends on the expiration of a term or fulfillment of a condition; 
this evidence may be requested in order t!' sustain a J?lea, provided 
the evidence is indispensable and the witnesses are m one of the 
circumstances just indicated.28 

THE ORDINARY ACTION 

The ordinary action is the one prosecuted in a lengthy and solemn 
manner established by law, in order that the issues raise~ by the 
litigants may be carefully considered, the true facts ascertamed, and 

a Code of Commerce, arts. 1168-1193. 
10 Code ot Commerce, arts. 1151-1167. 
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judgment rendered after. a detailed analysis of the contronny. It 
15., therefore~ an expens!Te and long-drawn-out procedure which 
should be aToided whenenr possible. It is begun with the filing 
of the complaint accompanied by the agent's power of attorney and 
the necessary copies if the plaintiff does not appear personally. The 
defendant is then served Wlth sp.mmons, requesting his an::!"Ter within 
5 days after senice, and copy of the documents presented by the 
plaintiff. Summons m&-t be served personally, except in then...~ 
indicated on page 112. If the defendant is not found at his domicile, 
notice is left for him to be present there at a certain time; if he does 
not heed this notice, the senice is made by learing with his rela
tiTes or sernnts or an1 other person in the house a Etatement 
(" instrnctivo n) informmg him of the name of the plaintiff, the 
court, the matter subject of the a:rrice, and the date." 

Within 3 days after service the defendant may file dilatory 
pleas (" excepciones dilatorias "). These pleadings raise issues in
tended to prevent the prosecution of the action and, therefo~ may 
sene the same purpo;;e as the common-law demurrer. The most 
common groundS for dilatory pleas are c.ne or more of the following: 
(1) Lack of jurisdiction; (2) pendency of another action before 
another competent court; (3) incapacity of the plainti1f or his 
representatives; (4) nonperformance of the term or condition to 
which the action is subject; and (5) a legal defect in framing the 
complaint or in brin.,oing the action. .A separate proceedirig is 
allowed to consider these exceptions, the parties being permitted to 
o1fer evidence whenever necessary during 10 days. Pleas may aL;o 
be filed challenging the court's capacity to act becau...o:e the jn~ is 
an interested party or is related to either party by blood, a.ffinity, mti
macy, or because of other causes; each party may also chall~ae with
out cause one judge of first in...~ce.,., municipal judge, ju...c:tice of the 
peace, clerk, assessor, or "magi:.""'traClo "; these challen.,oes are known 
as "impedimentos, exensas y recnsaciones." The procedure inTolt"ed 
in considering chall~oes is somewhat technical and, therefore, is of 
interest only to the lawyer practicing before a Mexican court; hence 
it does not merit a detailed analysis here. It may snflice to say that, 
in general, dilatory pleas and challenge; may cau...o:e considerable 
delays, since appeals are allowed from the decisions di...;:pos:ing of 
th~ the prosecution of the snit being suspended during the appesl.25 

After the dilatory pleas are disposed of, the defendant must 
aJIS\\"er. He may deny the allegations of the com£lainl. counter
~ or allege defenses (" excepciones perentorias ), such as any 
fact which may ~auish an obligation, for exampl~ payment, 
waiver, or prescription. H he does not ai~SWer, ju~oment by default 
follows. If an answer is presen~ the court, at the reqne:.-t of anv 
of the parties, fixes the term for the presentation of evidence. Thls 
is another possible source of delay, since it is po:;s:ible to obtain 
extensions of time. After the expiration of these terms the evidence 
presented is communicated to the litigants (" pnblicacion de b.s 
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pruebas "} and the record delivered first to the plaintiff and then to 
the defend~~;nts for a term of 10 days each, in order that they may 
preyare the1r corresponding briefs. Thereafter the parties are noti
fied that judgment will be rendered, this bein" done within 15 days 
of the notification.28 "' 

THE EXECUTORY ACTION 

The executory action, writes Del Castillo, is a rapid and practical 
proceeding in which delays are greatly limited and which permits 
of the quick collection of debts without great effort and loss of time. 
It has the added advantage that an immediate attachment of property 
of the debtor may be made without having to furnish security for the 
damages which might be cnu~ed. It is, therefore, a procedure which 
merchants always try to use in seeking redress. The suit is so sum
mary in nature that the law placed upon it certain limitations in 
order to protect the defendant; these consist in restricting the right 
of action to cases grounded on instruments which are said to have 
·executory force, such as final judgments, public instruments, ne~oti
able instruments (see p. 33), msurance policies, judicial admissiOns, 
the decision of experts appointed in insurance cases to determine the
amount of loss, and invoices, current accounts, and any other mer
cantile contracts judicially acknowledged by the debtor. 

As soon as the complaint is filed the court issues an order of pay
ment against the defendant, with notice that if he fails to pay, bU. 
property will be attached for an amount sufficient to cover the debt 
and costs incurred. If no payment is made, his property is attached 
in this order: Merchandise, credits easily collectible, other movable 
property, immovables, and all other actions and rights of the 
debtor. 'When the attachment is made, the debtor or other person 
summoned is ordered to pay or present pleas within 3 days. The 
defendant may plead, against any instrument object of the action 
except final judgment .or negotiable instrument (see p. 26): The 
falsity of the instrument or contract therein contained, the exercise 
of force or fear, prescription, extinction of the right (" caducidad "), 
lack of capacit:y of the plaintiff or lack of judicial acknowledgment: 
lack of jurisdiction in the court, payment or set-off, waiver or 
extension, offer not to collect or to wait, and novation of the con
tract. The defendant may be allowed as much as 10 days to present 
his evidence, if he has any to offer; thereafter the parties are sum
moned to an oral hearing to be held within 3 days and judgment wiU 
be rendered within 5 days thereafter. The defendant may oppose 
the execution alleging the corresponding pleas and offering the 
evidence he may have within 15 days. The litigants are notified 
thereafter of the evidence presented and the record is delivered 
within 5 days to each, in order to prepare briefs; judgment ordering 
the public sale of the property attached or denying the execution 
will be rendered within 8 days. 

Defore the sale is made, the property under attachment is appraised 
by two brokers or experts appointed b::y the litigants. Publication 
of the sale is then made three times withm 3 days, in case of movable 

• <X>de ot Commerce, arts. 1381-1390; Del Castillo, opus cit. p. 176 ; Pablo Zaya~o. 
Trntado elemental de procedlmlentos, vol. l, p. 83. 
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properly, and within 9 days in case immonhle property is in¥oh·ed. 
H no bids are made, the creditor may request the adjudication of the 
property to ~ for the price ~t for the last public ~e announced. 
Howenr, the litigants may stipulate in writing the manner of 
appraising the property and the terms of its sale.~ 

A.. ju~oment is interlocutory when it decides an incidt>ntal i.5me 
(" incidente "),a proceeding to di.<:pOEe of dilatory pleas ("'articulo 
sobre excepciones dilatorias "), or a question of ]ori."<iiction. It is 
final (" ejecotoria ") when its execution may he so~oht and is on the 
merits (" definiti¥a ") when it decides the main issues in a ca...<:e. If a 
judgment includes payment of the products of property (" froblS ") ,· 
int~-ts. or damages, the amount thereof mlb-t be fixed, or at leb-t 
there will be established the basis for the liquidation of these items 
if they do not constitute the principal object of the mit. 

Against a jud.,oment the party aggrie¥ed may (1) appeal to the 
court immediately superior when the amount involl"ed exceeds 1,000 
pesos; (2) seek that it be explained or clarified by the trial court, if 
it is on the merits; (3) reqoe;,-t its C3Sl5ation (the annulment of the 
judgment), provided it is a. ju~oment on the merits rendered on 
appeal ("segunda :insta.neia ") in the particolar case..• ".Amparo" 
may also be obtained ~uainst it. The execution of a judgment most 
be sou.,.oht before the court which o~uinally rendered it.. The ex&
cotion invol¥eS the attachment (if none was previously made) and 
sale of the property. 

In mercantile actions third ~ns may interrene in S1Ipport of 
the claim of either liti.:,uant ( ten:eria. roadyo¥ante "), or to claim 
again.:.-t both (" terceria excluyente "). The latter kind of interren
tion may be based on a claim that the third party is owner of the 
property in ~aati.on (" terceria. de dominio "), or that he should be 
paid first out of the proceeds (" terceria. de preferencia "). The 
intervention is prosecuted separately and most be supported by doc
umentary proof in order to be effective. In cases of " tercerias de 
dominio ",the principal action is allowed to proceed until execution 
sale and will be then :ro...c;pended until the terceria is decided; when a 
"terceria. de prefereneia" is presented the suit is allowed to procero 
~h execution sale, but pavment thereafter is so...o::pended until the 

. third-party claim is considere(L after which payment is made to the 
creditor enjoying the better right. 
. "When an intervention is requested in a commercial action, the 
plaintiff may demand that the execution of property be made more 
extensi¥e; if this is not possible, he may petition the bankruptcy of 
the debtor. If the amount claimed in the interrention exceed3 the 
jurisdictional limitation of the j11....<;t;ice of the peace or minor judge 
before whom the principal case_ is being tried, the record of the case 
and the interl"ention is then sent to the competent court designated 
by the third party for consideration of the interrention. • 

•Cude of~ uta. 1391-14.14.. 
• CGde of eo-. an:_ 1.32L 
-Code of c--u. ana. la.JS-13T6.. 
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JUDICIAL COSTS 

An important .consideration to bear in mind in any litigation is 
the liability for costs incurred in an action and, if there is such, what 
its extent is. The person .sentenced to pay costs must indemnify those 
incurred by the other party; however, the fees of the judicial a~ent 
or counsel are not included unless they are, respectively, a duly 
licensed business n~ent or attorney duly admitted to practice. If a 
lawyer qcts as judicial agent his fees are not included in an award 
of costs unles,s he has conducted the case without the aid of another 
lawyer. It may be stated in passing that in commercial litigation 
the litigants need not be represented by lawyers; however, in actual 
practice it is always advisable· to have one, even thouuh the 
actual representation in the case may be given to a judicial agent 
(" procurauor "). · 

The award of costs may be made when so provided by law or when, 
in the court's discretion, the losing party has acted rashly (" con tem
<'ridad ") or is guilty of bad faith. The followin$ always will be 
sentenced to pay the costs: (1) The one who otters no £roof in 
support of his action or plea tf based on disputed facts; (2) those 
presenting false documents or false or bribed witnesses; (3) the 
person against whom judgment is rendered in executory action, and 
the person who institutes one and fails to obtain a favorable judg
ment (in this case the award of costs will be made in the trial court; 
-on appeal the next rule is applied); (4) the person against whom 
two JUdgments are rendered which are in complete harmony in their 
deciding parts, without considering the award of costs. In this case 
the award will include costs incurred in the original proceedings 
until the first judgment is obtained, and those incurred in the appel
late proceedings until the second one is rendered. 

The memorandum of costs will be presented by the litiigant to 
whom they have been awarded; when this is done the other party 
is notified and given 3 days to oppose it; after the opposition is 
answered and judgment thereon is rendered, the party aggrieved may 
appeal therefrom in the manner previously indicated (seep. 176).80 

EVIDENCE, 

The Mexican ru1es of evidence differ from those prevalent in the 
United States in several important aspects, particulary as regards 
the relative val'ue of oral and written evidence and the manner of 
presentation in a suit. It is important to know at least the fun
damentals of the former in order to understand instructions from 
Mexican counsel and, above all, to conduct business operations in 
such a manner that, should the necessity for litigation in Mexico 
arise, the evidence in support of one's claim may be readily available 
or procurable in the form required for its proper presentation. 

In this brief comment there will be discussed, first, the rules govern
ing burden of proof-that is, the duty of proving the facts in dispute 
·on an issue raised between litigants, and the time when evidence 
must be presented; and, second, the various kinds of evidence! 

.. Code of Commerce, arts. 1081-1089. 
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namely: admissions, public and private documents, testimony or 
experts, judicial examination, public report and presumptions, and. 
their probative value or force. 

BURDEN OF PROOF 

It is evident that in order for a court to determine the facts in· 
a suit it must ascertain first what the issue is and then who is duty 
bound to prove the facts. In order to guide and assist justice in the· 
solution of these problems, the Code of Commerce provides the 
following rules : 81 

l. The one who alleges the existence of a fact must prove it; con
sequently, the plaintiff must e~tablish the facts of his cause. of action 
and the defendant those of hiS defenses; but once a fact IS pro vent · 
its continued existence is presumed and need not be reestablished. 

2. If a litigant denies something, he is not obli~ed to furnish· 
proof unless his denial involves the express affirmation of a right; 
to illustrate: If A sues B to collect $50 borrowed from him by B
and B ·denies the making of the loan, he is not obliged to present 
any evidence. But if B answers the complaint alleging payment 
he must prove it, because his denial, in this case, is based upon the· 
affirmation of a fact, the performance of the obligation. In addi
tion, if the. defendant alleges the termination of the right of the· 
plaintiff, that it is null and void, he must prove the facts in support 
of this defense. 

3. Whenever a denial is made which ignores a legal presumption 
in favor of the other party, the one who denies must present evidence .. 
For instance, in the conjugal partnership the property in the posses
sion of either one is presumed to belong to the partnership; if any
one alleges that it belongs exclusively to one of them, he must 
prove it, 

The law need not be proved, except foreign law in cases when one· 
of the parties bases his rights on it. 

TIME FOR PRESENTATION OF EVIDENCE 

In order to assure the orderly disposition of a suit at law, Mexican· 
law provides periods of time for the presentation of evidence. In 
the Federal District and Territories-1 30 days are allowed for this · 
purpose unless the evidence must be ot:>tained from the various States 
or from the United States, in which cases it is increased to 50 and 
100 days, respectively. In the Federal courts 60 days are allowed· 
to present evidence obtainable in Mexico, and as much as 120 days 
when it must be procured abroad. In commercial cases the ordinary 
term for presentation of evidence is 40 days; however, the judge,. 
in his discretion, may extend this period, taking into consideration 
the place where and the quality of the evidence to be procured. 
Terms for presenting evidence may not be suspended except by con
sent of the litigants, or for good cause determinable by the court.83 

· 

11 Arts. 1194-1197; Mateos Alarcon, Estudlos Sobre Pruebas en Material Clvll, Mer: 
cantil y Federal, pp, 12-16. 

12 Code of Commerce, arts. 1201-1210, and 1383; Mateos Alarcon, opus cit. pp. -20-83 • 
and 37-53; Federal Code of Civil Procedure, art. 216; Code of Civil Procedure for. 
Federal District and Territories, arts. 300-803. 
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KINDS' Oli' EVIDENCE-PROBATIVE FORCE 

Article 1205 of the Code of Commerce enumerates the various 
.1 kinds of evidence which may be presented. Article 1198 adds that 
. the court must admit any evidence not contrary to law or morals. 
Therefore, in addition to being of a certain class, evidence must be 

. pertinent to the matter in issue; if not, it may be objected to. In 
general, hearsay evidence is not admissible. 

As regards its probative force, evidence constitutes complete proof 
(" prueba plena") whenever it is sufficient to convince a court and 

. to permit it to render judgment. Such evidence, of itself, establishes 
the existence of the facts in issue; admissions, public instruments, 

. and appraisals constitute complete proof. Evidence is direct when 

. it tends to prove the very facts in issue· such are admissions, docu
mentary, and testimonial evidence, and the judicial examination. 

·Indirect evidence is that which tends to prove a fact by deduction 
·from known facts; such are the presumptions of fact.8• 

ADMISSIONS 

An admission is the declaration and acknowledgment by a party 
·of a fact alleged by the opponent in a suit. It may be judicial, when 
·made before competent judge at the time of answering the com
. plaint or in reply to interrogatories (" absolver posiciones "), or 
·extrajudicial, when made before incompetent judge. An admission 
·may be made voluntarily, as is the case when the defendant acknowl-
edges the plaintiff's rights in answering the complaint, or in any 

·other judicial proceeding; it may be involuntary, when made in 
reply to interrogatories. From the time the complaint is filed in 
a case until notice to appear to hear judgment, each party may re

. quest the other to testify under promise to state the truth (has the 
same effect as if done under oath). The litigant seeking such declara

. tion must prepare interrogatories (" articular posiciones ") in writ-
ingh couched m precise terms, not misleading; each one must deal 
wit one fact only and the fact must be one of the declarant's own 
acts. Upon receipt of the interrogatories the court summons the 

·party to testify, who must appear without his attorney or other per-
. son except as interpreter, if he is a. forei~er. If he fails to appear, 
he may be summoned a second time With the admonition that, if 

·he fails to appear, his absence will be taken as an admission of the 
facts. The answers must be affirmative or negative; however, the 

· declarant may add such explanations as he may deem proper, or 
as the judge may request. The party who requested the hearing may 

· appear therein personally or by judicial agent and may ask such 
new guestions as he may consider desirable. Refusal to answer a 

· question or to answer affirmatively or negatively is deemed an 
· admission. ''When the examination is finished, the record (" pliego 
de posiciones ") must be signed by the declarant; thereafter his 

. declaration cannot be changed except that the hearing may be re
peated to clarify doubtful points, at the request of the party who 
prepared the interrogatories. 

11 Mateos ··Alo.rcon, opus clt. pp. 33-36. 
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The attorney for a litigant cannot be requested to answer ·inter
rogatories concerning the affairs of his client; but the judicial a(J'ent 
{" procurador "), if authorized to testify in this manner, may be 
summoned to do so. 

Judicial admissions constitute complete proof of a fact when made 
by a person capable of incurring obligations and who had acted 
without force or violence, in full knowledge of the fact and who 
testified, according to the rules prescribed above, concernin(J' his own 
acts pertinent to the transaction involved. If in addition to consti
tuting complete proof of facts, a judicial admission affects the whole 
claim, the plaintiff may withdraw the proceedings, if ordinary, and 
file an executory action instead. A party who has made an admis
sion may ·offer evidence to the ·contrary. An extrajudicial admis
sion will constitute complete proof if the incompetent judge before 
whom it was made was considered competent by the two parties in 
the proceeding.84 

PUBLIC AND PRIVATE DOCUMENTS 

In general the following are considered public documents : (a) 
Those issued by public officials in the proper exercise of their func
tions (" documentos auoonticos "); (b) certified copies of notarial 
documents and, in the Federal district and territories, the original 
instruments; (c) documents and books of official archives; (d) cer
tifications of facts in civil registries and parish records; (e) judi. 
cial proceedings; and (f) certificates issued by broker of mercantile 
contracts made before him. 

These are admissible in evidence 11pon presentation when properly 
authenticated; if drawn within a State, territory, or Federal Dis
trict, to be used in another jurisdiction, the authentication must be 
made by the corresponding governor. Those coming from abroad 
must be authenticated in the manner already indicated on page 
56. Public documents constitute complete proof; the party against 
whom they are offered may only object to them on the grounds of 
falsity or to demand their comparison with the corresponding 
protocols or archives. 

Private documents are those drawn by private persons without 
the intervention of any public official, and in which are set forth 
juridical acts requiring no special form in order to be effective. 
These instruments have no probative force unless judicially ac
knowledged by the party against whom they are offered. To obtain· 
the necessary acknowledgment, the party to be charged must be sum
moned before the court, shown the whole document, and asked 
whether or not the signature therein is his own; he may allege the· 
(civil) falsity of the contents of the writing andjor deny the· 
authenticity of the signatures (criminal falsity). 

The acknowledgment is presumed (1) when private documents. 
are offered and no objection is made to them; and (2} when the 
party summoned to acknowledge one does not appear, or appears 
but objects (not on the grounds of falsity-without questioning the 
authenticity of the document) to the contents instead of denying 

" Code ot Commerce, arts. 1211-1236 and 1287-1291; Mateos Alarcon, opus cit., pp •. 
54-111. 
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the authenticity of the signature, or neither denies nor admits the 
authenticity of the document, or refuses to acknowledge it but does 
not deny the signature thereto. 'Ynen the acknowledgment cannot 
be obtained because of the death or absence of the party to be charged, 
or for any other reason, a comparison may be made of the signatures 
to the document with those in other documents signed by that party, 
such ll.i public documents or private instruments acknowledged by 
him. 

The allegation of the criminal or civil falsity of a document merits 
some comment. The latter exists whenever the existence of an act 
is set forth in a document when actually another was performed, as, 
for example, when a sale with option to repurchase is made to con
ceal a usurious loan; this involves the simulation of contracts. 
l\Iateos Alarcon bases his views to this effect on article 1403 of the 
Code of Commerce, which states that in executory action the falsity 
of a paper or of the contract therein contained may be alleged as a. 
defense. Whenever the falsity of the document itself, as differing 
from the contract set forth in it is alleged, then there is raised 
against it an exception based on criminal falsity. In cases of allega
tions of civil falsity by the person against whom a document is 
offered, the proceedings in the suit are not suspended, because its 
authenticity or signature is not denied, the attack being limited to 
the transaction evidenced by the instrument; the court, in its judg
ment, passes upon whether or not there was a simulation of the con
tract whose performance is sought. However, when such simulation 
prejudices third parties it becomes criminal falsity, and as such it 
causes the suspension of the proceedings until the falsity is estab
lished by judgment in the corresponding criminal proo~edings, pro
vided always that the party who has presented it desires that it be 
taken into consideration in rendering the judgment in the suit in 
which the document was offered in evidence.85 

TESTIHONY OF EXPERTS AND RIDICIA.L EXAMINATION • 

Experts may testify in actions at law as to facts of science or art. 
To gualify they must have a degree in the science or art if their pro
fesslOn is regulated by law; otherwise, any person well versed in the 
matter may qualify as expert. The testimony of experts does not 
constitute complete proof, except appraisals; the court will weigh 
it along with the other evidence admitted, in rendering judgment. 

At the request of one of the parties or on the court's own initiative 
(officially), an examination of a place or thing by the court may 
be ordered. Minutes will be made of the examination and signed 
by all the parties present; in it will be set forth all the points 
which have arisen, the observations made by the parties, the testi
mony of experts, if there were any, and everything which the judge 
may deem desirable to arrive at the truth. The examination con
stit"utes complete proof unless special or scientific knowledge is 
required to examine the subject matter. 

• Matl'<'s Alarcon, opus clt. pp. 11!-126, 127-160; Code of Commerce, arts. 1237-
1251~ 1292-1298. . 

• ~ode of Comm~>r~. arts. 125!!-1260, 1299-1301; Mateos Alarcon, opus clt. pp. 170 
and 202. 
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DECLARATIONS OF WITNESSES 

The. testimony of witnesses may be offered in mercantile cases to 
establish facts in a given case. The following may not testify: 
Persons less than 14 years of age, except in cases of absolute neces
sity, mental incompetents, habitual drunkards, those who have 
been declared false witnesses or forgers of a writing, seal, or coin, 
professional gamblers, relatives of the litigants by consanguinity 
up to the fourth degree and by affinity (marriage) up to the sec
ond degree, spouses, those having a direct or indirect interest in the 
controversy, those living at the expense or on the salary of the one 
who offers their testimony, a mortal enemy, the presiding judge, the 
lawyers or judicial agents in the case, the guardians of minors in 
behalf of their wards, and the latter in behalf of the former while 
the accounts of the guardianship have not been settled. 
· Witnesses will testify in answer to written interrogatories pre

pared by the party who offers their declarations. Copies of these 
interrogatories must be given to the other contestants m order that 
they may prepare cross-mterrogatories, which are not made known 
to the party presenting the witnesses until the hearing. The inter
rogatories and cross-interrogatories are then read to the witnesses 
by the judge at a hearing held for that purpose and which mav be 
attended by the litigants. The judge, at his discretion, and ori his 
own initiative, or at the suggestion of one or more of the parties, 
may put questions to the witnesses based on the facts contained in 
the interrogatories and also when the witness has failed to answer 
with regard to some point, has contradicted himself, or his declara
tion is ambiguous. After the termination of the hearing the declara
tions are read back to the witnesses, who may then change them; 
immediately thereafter the witnesses must sign the declarations, no 
change or alteration being allowed subsequently. If witnesses do 
not reside within the jurisdiction of the court, their testimony may 
be taken by deposition before the court at the place where they may 
be found. 

The presentation of the testimony of witnesses is limited not only 
by the qualifications of the declarant set forth above, but also by 
the fact that the testimony of various witnesses must be uniform 
as to the substance; as to details, if there is no complete uniformity, 
at least the lack of it may not change the essential qualities of the 
facts to which the testimony refers. Witnesses may only testify as 
·to transactions personally seen or heard or whose existence is known 
to them through the exercise of their senses and not through hear
say. They must explain how and in what manner they acquired 
knowledge of the fact about which they testify, in order that the 
court may determine the weight to be given to their declarations. 

Oral testimony is greatly limited in value in Mexico. It lies in 
the discretion of the court to determine its proper weight; how
ever, the testimony of one witness is not sufficient to prove a fact; 
two persons at least must have declared substantially the same facts 
in the manner and in accordance with the rules and limitations of 
the previous paragraph, before the court's discretion may be 
exercised. 
· In weighing oral testimony the judge must consider that the 
witness (1) properly qualifies as such; (2) is of the age, capacity, 
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nwlNlueation and has the criterion necessary to judge the act; (3) 
is eomplt·h·ly impartial bv reason of his probity, indepemlence of 
his po~ition, and. pers~mal antecetlents; ( ~) has not te::tified fro~ 
hPn r-~ay; ( 5) teshties m a clear and concise manner, Without hes1~ 
tntion or nondisclosures, either with rrgard to the substance or to 
the rssential circumstances; and (6) has not been compelled to 
te~tify by force or fear, or impelled by deceit, error, or intimidation. 

The trstimony of witnesses may be impeached ( "tacha " ) during 
the tl.'rm fixed for presentation of evidence, or within 3 days 
after notification of the· decree in which the evidence admitted is 
publishetl for lack of qualification not appearing from their declara~ 
tions. Thi~ is the subJect of a separate hearing, at which ornl testi~ 
mony mnv be offered. The decision on these proceeding~ is included 
in the jmlgment in the suit.37 

• 

PUBLIC REPORT 

Dv public report is meant the common opinion or belief of all or 
the majority of the persons of a place, with respect to a fact which 
JWrsons declare that they saw or heard of from truthful persons. 
llrcause of the difficulty in distin"'uishin.,. between public report 
and rmnors, the former, although aamissibie in evidence~ must con~ 
form to certain restrictions. Its probative force is that given to 
the trstimony of witnesses. Publ?c report to be admissible must (1) 
refer to a time prior to the commencement of the suit; (2) have 
originated from honest, trustworthy, and well-known persons not 
interested in the matter; (3) be uniform, constant, and generally 
ac:-epted by the peo.Ple of the place where the event happened, and 
be not based on religious or popular notions nor the exaggerations 
of political parties, but on a reasonable tradition or some facts which 
directly or indirectly prove it. It is proven by three or more trust~ 
worthy and competent witnesses, who must testify not only as to 
the pe~ons whom they heard but also as to the probable grounds on 
which the belief or opinion is founded!8 

PRESUMPTIONS 

The conclusion made by the court, or provided by law from a 
known fact in order to prove the truth of another which is not known, 
is called a presumption. The former is designated a presumption of 
fact (" humana ") ; in .such a presumption a fact may be ·deduced 
from a proYen fact if the former is the ordinary consequence of the 
latter. Presumptions of law are so designated because thev are 
upressly established by law or are the inlmediate and necessary 
consequence of the law. The one in whose favor a presumption runs 
is onlv obliged to prove the fact on which the presumption is based. 
Presumptions of law are conclusive (juris et juris) when so provided 
by law, or when they annul an act or deny an action unless the law 
has expresslY reserved to someone the right to present evidence; 
otherwise most presumptions are rebuttable (juris tantum). 

Pt·esumptions must be weighty, that is, worthy of ac;?eptance by 
persons of sound judgment; they must be definite, that is, the proved 

"'l'mnmPrrlnl l'o•lP. ortn. 12fl1-12i:l. and l:l02-l:l06: llateos Alarron. opns elt. p. 211. 
• Code of Commerce, arts. 12i4-12i6; Mateoa Alarcon, opus dt. pp. 276-280. 

51i47-3.f-13 
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~act must be a pa~·t _of th~ antecedent or the consequ_ence of the mie 
to be proved. If 1t lS desued to prove a fact by ra.Ismg several pre
sumptions, they must be consistent with each pther and must be so 
connected together and with the proved fact that they cannot fail 
to be considered as antecedent or consequence of that fact. If a pre
sum~tion is based on several facts, in addition to being weighty and 
definite~ these facts must be so connected that they may produce dif
ferent indications all tending to prove the fact in question, which, 
therefore, cannot fail to be their cause or effect. Presumptions of 
fact may not be raised to prove facts which must be evidenced in a 
special manner, according to law. 

Irrebuttable presumptions constitute full proof; presumptions of 
fact will· be weighed by the court, taking into consideration the 
nature of the facts, the evidence presented, the natural relationship 
between the known facts and those whose truth is sought to be 
established and the rules governing these presumptions.S11 

A typical instance of a presumption of law is the presumption of 
payment of prior rent raised when the receipts of the three last 
annual rentals are presented. Another is, that one in possession 
of property is presumed the owner thereof. Illustrative of irrebut
table presumption is the one provided by article 879 of the Code of 
Commerce, which declares null and void all gratuitous transactions 
in favor of descendants or ascenchmts, or in performance of obliga
tions not due or not existing if such transactions are performed 30 
days before the bankrupt fails to pay the first obligation whose 
nonpayment causes his bankruptcy.40 

COMMERCIAL ARBITRATION 

In the successful transaction of export operations the element of 
time often plays a very important part. Whenever a question or 
dispute arises between the exporter and his customer, particularly 
when it involves the kind, quality, and quantity of goods, or the 
time and manner of delivery, frequently an expeditious determina
tion is desirable in order not to retard the activities of the exporter 
and to savE\ to the parties the good will and confidence of each to 
the other. Unfortunately, this is likely to be lost in long drawn 
out and expensive litigation in .which the tendency to become 
acrimonious can be avoided only with difficulty. These circum
stances have encouraged efforts to obviate s'Uch Unfortunate results 
through arbitration. The success of this system of settling differ
ences between merchants depends largely upon two factors, namely, 
that the law recognize clauses in commercial contracts providing for 
the arbitration of disputes arising thereunder to the exclusion of civil 
litigation, and that it provide for the compliance with such clause 
and for the execution of the corresponding awards. It is also of 
primary importance, in order to encourage the practice of sub
mitting to arbitration, that the machinery set up either by the parties 
or by other agencies function fairly and justly and render awards 
promptly. 

• Code of Commerce, arts. 1277-1286 and 130:.--1306 • 
.. Mateos Alarcon,._opus cit. pp. 294-298. 
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· In Mexico it is not possible to enforce clauses to arbitrate or the 
awards made in compliance therewith. The procedural law pro
vides only that when a dispute arises the parties may submit it to 
arbitrators or friendly compounders. The proceeding involved is 
semijudicial in character and in practice has not been used .to any 
extent by traders. Resort is often had to commercial arbitration 
provided by chambers of commerce. The American chambers of 
commerce, as well as those of other nationalities and the local ones, 
hn,·e drafted rules and provided the means of settling commercial 
disputes by arbitration. There is no arrangement for arbitration 
of commercial disputes between Mexican nationals and nationals 
of foreign countries throng:~ the International Chamber of Commerce 
or through the League of ..l'i ations. 

Arbitration proceedings, in Mexico, generally require the prepa
ration of an instrument of submission setting forth the matters to 
be discussed and the appointment of arbitrators or friendly com
pounders. In the Federal District and Territories there is no pro
vision for the latter, but the Code of Civil Procedure provides that 
arbitrators will make awards in accordance with the rules of law, 
unless it is provided in the instrument of submission that they do 
so as amicable compounders or in accordance with the dictates of 
their consciences (" se les recomendara Ia amigable composicion 
o el fallo en conciencia "). 

The execution of the award lies with the ordinary court of law 
to which the record in each case is transmitted for this purpose, 
after the award is notified.41 

FOREIGN JUDGM~Tsa 

The execution of foreign judgments in Mexico is governed by the 
treaties to which that country is a party and, if there is none, by 
international reciprocity. This term means that if the jurisdiction 
wherein the ju~gment is obt!lined will not en~orce a Mexican jud~
ment, the Me:ucan courts will not execute a. JUdgment rendered m 
that jurisdiction. There bein~ no provisions in existing treaties be
tween the United States and .l\lexico, the rule of reciprocity will be 
applied whenever the enforcement of a judgment obtained in the 
United States is sought in Mexico. 

The execution of a. foreign judgment must be sou¥ht before the 
court in l\Iexico which would have had jurisdiction ot the action in 
which it was rendered (see" Commercial Procedure", p. 172). In 
order that it be enforceable by that court: · 

1. It must be authenticated by the proper Mexican consul or min
ister. 

2. It must have been rendered in a personal action (" acci6n per
sonal ")-that is, an action to demand performance of a. personal 
obligation either to give, perform, or not perform an act. 

" S<'e Comparative Study of American Legislation Govemlng Commercial Arbitration, 
pr..pared bv tbe IntPr-American Hi!:h Commission, published b7 tbe U.S. Government 
Printing Office In 1928. 

The Codes of Civil Procedure of the various Mexican States contain the rules govemlug 
arbitration. In the Federal District and Territories the 1932 Code of ClvU Procednre 
regula t<'B. these proceedings in Ita articles 609-636. See also Decree of June 12, 1908, on 

Cbr.U::?,~J': ::; ~~~'nmi::c';dure for the Federal District and Terrltor!Ps, arts. 25, 108, 303, 
and 60-l-608. It Is believed that this procedure Is substantlallJ followed in the various 
States. 
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3. The obligation sought to be enforced by the judgment must be 
legal in Mexico. · 

4:. The defendant must have been served personally with 
summons. 

5. It must be final and enforceable according to the laws of its 
jurisdiction. - · · · 

6. It must be properly authenticated. 
The ju~O"Jllent must be accompanied by a translation which the 

court delivers to the other side for examination; if there is no objec
tion to it within 3 days, the translation is accepted. If there is ob
jection, a court translator must be appointed. That court may not 
consider whether the judgment is or is not just, nor the facts and law 
on which it is based; it may determine only its authenticity and 
whether it should be executed according to the laws of Mexico. 
The court's resolution ordering or denying the execution of the 
judgme~t is appealable. 



SUPPLE.MENTARY PUBLICATIONS 

The Division of Commercial Laws1 of the Bureau of Foreign and 
Domestic Commerce, publishes Foreign Legislative News, in which 
brief resumes of current foreign legislation are presented. Detailed 
analyses of important laws, decrees, and regulations may be found 
in the General Legal Bulletin (foreign laws affecting American 
business) and in the Industrial Property Bulletin (patents trade 
marks, copyrights, and unfair competition under foreign laws). 

The following Bureau publications contain information on im
portant cu~rent Mexican legislation not covered by this bulletin: 

SPECIAL CIBCULABS 
Price 

No. 179. New Mexican Trade-Mark Law_____________ Free 
No. 220. Mexican Regulatory Law of Trade Marks, Ad-

vertisements, and Commercial Names _______ _ 
No. 243. Mining Law of MexiCO----------------
No. 288. Tbe Law of Mexico Relative to Monopolies--
No. 302. New Stamp-Tax Law in Mexico•----
No. 408. Amendments to Stamp-Tax Law _________ _ 
No. 3GB. Outline of Mexican Taxation-Mining and Petro-

Free 
Free 
Free 
Free 
Free 

leum Taxes------------------------ 5 cents 
No. 446. Mexico Absentee Tax-Immigration Requirements 5 cents 

I!'l' PREPA.RATION 

Mexico: Tbe Six-Year Plan-An Outline of Legislation Enacted since 
its Announcement. 

Mexico: Alienship and Agrarian Legislation. 
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