
                      | July 2021

Tax Alert |

Tax Alert
Tax information

| July 2021

VAT on digital economy initiative launched by 
Guatemala Tax Authority and the Inter-American 
Center of Tax Administrations –CIAT-

On June 24th, 2021 The Inter-American Center of Tax Administrations –CIAT- 
and Guatemala Superintendence for Tax Administration –SAT- offered a join 
press conference  presenting CIAT initiative on Digital Economy and Indirect 
Taxes.

CIAT referred to the fact that with very few exceptions, Latin America 
countries are not collecting Value Added Tax –VAT- on Digital Economy / 
Electronically Supplied Services implying, in their view, unfair competition 
in respect to locally supplied services and erosion of VAT basis for the 
respective countries.  This presentation was based on the “VAT Digital Toolkit 
for Latin America and the Caribbean” document prepared and published 
by CIAT, IDB, OECD and World Bank Group.  CIAT recognized that local tax 
authorities and law makers, when changes in law are required, are the ones 
to decide their action plan to expand indirect tax base on digital economy: do 
nothing, implement VAT withholding mechanism through credit card, debit 
card and other payment facilities, reverse charge mechanism not effective 
for business to customer -B2C- and / or registration of nonresident suppliers 
as VAT agents.  
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With the voluntary registration of 
nonresident suppliers as VAT agents 
as the recommended initial way to 
go for the local tax authorities, the 
main topic in the press conference 
was the presentation of the Digital 
Economy Compliance System –DEC 
System-, which is a software plat-
form developed with the financial 
support of Norwegian Agency for 
Development Cooperation –NORAD- 
and made available to Latin America 
countries tax authorities, especially 
those with limited financial resourc-
es, enabling them for the implemen-
tation of the indirect taxation (VAT) 
on activities carried out within digital 
economy with no physical presence 
in those countries.
  
CIAT base their recommendations 
on destination principle having the 
country where the consumer / user 
is located to impose VAT and made 
reference to streaming service 
providers, cloud services providers, 
software as a service providers, 
digital goods and services providers, 
services provided out from digital 
platforms, and online advertising 
among others as the targeted VAT 
agents obligated to collect and remit 
VAT of the country where customers 
are located.  The DEC System allows 
local tax authority to interact with 
nonresident suppliers along their 
registration as VAT agents and their 
local VAT compliance.

On its part, Guatemala SAT indicated 
to be of the criteria that no change 
in law is required to impose Gua-
temala VAT on digital services and 

digital goods provided from abroad 
to local customers and consequently 
informed that the voluntary registra-
tion and compliance of the nonresi-
dent suppliers is to be launched up-
front facilitated by the DEC System 
as made available by CIAT.  SAT also 
indicated to be of the criteria that 
a change in law is needed to put a 
VAT withholding mechanism in place 
and that the Ministry of Finance is 
commencing the preparation of a 
proposed bill to be submitted to 
Congress.  The withholding mech-
anism is being viewed as a backup 
plan in case the voluntary registra-
tion and compliance turn out not 
being effective.  SAT also indicated 
that this VAT voluntary compliance 
is to be applied prospectively and no 
objections, assessments, or sanc-
tions are planned for past digital 
economy activities.

Other Latin America jurisdictions fol-
lowing CIAT initiatives could end up 
implementing DEC System and the 
voluntary compliance phase shortly.
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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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