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Considerations for companies prior to the
annual settlement of employee Income Tax

As part of their obligations as an employer, companies must be sure
to properly comply with making the monthly and annual Income Tax
withholdings on the remunerations paid to their employees.

In Guatemala, the current legislation establishes that the employer is the
one responsible for determining the annual Income Tax of its employees
and must withhold each month one-twelfth of such tax. Furthermore,
the employer is responsible for applying the deductions permitted by
law, such as: Q.48,000 annually for personal expenses without need for
any verification, Q.12,000 annually for the Value Added Tax paid by the
employee in personal expenses, donations, social security contributions,
and the employee’s life insurance premiums.

Due to the above, in order to avoid having adjustments or penalties being
imposed by the Tax Administration, as tax withholding agents, employers
should consider the following prior to the annual settlement of the tax:

« Update employee Income Tax calculations every time thereis a

change in their remunerations, such as overtime, commissions,
bonuses, salary increases, etc.
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+ Issue the tax withholding certificates to the employees monthly and annually.

+  Prior to the end of the calendar year, review the tax calculation for the employees,
with the purpose of ensuring that the withholdings have been correctly made and
that there are no balances pending withholdings at the end of the annual period.

* Be sure to have the documentation that supports each type of deduction from the
employee’s tax, as applicable.

Finally, if as a result of the deductions permitted by law the employee is due a refund of some of
the tax withheld during the year, the company must be sure to make the refund during the first 2
months of the year.
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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.
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