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VAT withholdings and their effects on Consumer 
Businesses 

Decree 20-2006 establishes the legal framework for VAT withholdings.  
Companies that engage in business with VAT withholding agents (such 
as credit and debit card operators, exporters, special taxpayers and 
public sector) are subject to a withholding on their output VAT on each 
invoice issued. The VAT withholding rate ranges from 15% to a 65%.

As a result, of the digitalization and the use of banking system of the 
consumer product sale business, an increasing number or consumer 
product sellers with a significant portion of their clients paying with 
credit and debit cards have seen their cash flows significantly and 
continuously impacted by the VAT withholdings.  
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Guatemala tax law establishes a 15% VAT 
withholding applied by credit and debit card 
issuers on the consumer product seller´s 12% 
output VAT when paying the consumer product 
sellers for the purchase transactions made by 
their cardholders.  This explains why a 15% 
withholding results excessive for consumer 
product sale business when operating with 
reduced margin of Outputs over Inputs.  

For instance, the nominal withholding 
rate (15%) is 1.5 times the amount 
of net VAT payable of a consumer 
product seller operating with a 
10% margin of outputs over inputs, 
causing the consumer product seller 
working capital to be frozen for the 
excess VAT withholdings over the 
actual VAT liability.

According to Decree 20-2006, a 
consumer product seller needs to 
remain in VAT withholding excess 
position for 2 years in order to be 
able to file a refund application.  

The Superintendency of Tax 
Administration has taken from 1 
to 4 years to process the refund 
applications and issue a final 
favorable resolution which is 
sent to Ministry of Finance that is 
responsible for materializing the 
refund through a bank account 
that can only be disposed for tax 
payments.

The Ministry of Finance has argued 
not to have funds and remained 
without materializing the refund 
for up to 5 additional years.  

This extremely slow refund process on the top of the high withholding rate and non-stop effect of 
the VAT withholdings seriously damage the cash performance of consumer product sellers.     

Possible solutions to this problem require amendments to the Decree 20-2006 and a turn in SAT 
and Ministry of Finance expediting the refund process.
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Our experts:
Deloitte offers a range of integrated tax and legal services. Our teams combine technical knowledge,
experience and innovation, which allow us to help our clients meet their objectives at the local and
global levels.

Deloitte refers to Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, its network of member firms and their 
related entities, each of which is a legally separate and independent entity. Please see www.deloitte.com to learn more about our global 
network of member firms.

Deloitte provides audit & assurance, consulting, financial advisory, risk advisory and tax & legal services to public and private clients spanning 
multiple industries. With a globally connected network of member firms in more than 150 countries, Deloitte brings world-class capabilities 
and high-quality service to clients, delivering the insights they need to address their most complex business challenges. Deloitte’s more than 
330,000 professionals are committed to making an impact that matters.

As used in this document, Deloitte Guatemala, S.A., which have the exclusive legal right to engage in, and limit its business to, providing 
auditing, consulting, tax consultancy, legal, risk and financial advisory respectively, and other professional services, under the name “Deloitte”.

This presentation contains general information only and Deloitte is not, by means of this document, rendering advice or accounting, 
commercial, financial, investment, legal, tax or other services.

This presentation is not a substitute for such professional advice or services, nor should it be used as a basis for any decision or action that 
may affect your business. Before making any decision or taking any action that may affect your business, you should consult a qualified 
professional advisor. No representation, warranty or promise (either explicit or implicit) is provided regarding the accuracy or completeness of 
the information in this communication and Deloitte will not be responsible for any loss suffered by anyone who relies on this presentation.
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