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separate issues. Credit counting is only for the 
purpose of qualification for receiving benefits. 
Actual benefit amount calculation is based on 
what is reported as wages in that country.  
 

Case 1:  Mr. A, a Japanese employee, 
dispatched to the U.S. for 5 years earns 
$100,000 per year—$20,000 paid by the 
Japanese corporation & $80,000 paid by the 
U.S. subsidiary. Since he has a certificate, he 
does not need to pay for the U.S. FICA taxes.   
 

However, when he retires with at least 25 years 
of coverage in Japan, he discovered his benefits 
were very minimal since the Japanese 
corporation only reported $20,000 per year as his 
wages. The Japanese corporation should have 
reported a total of  $100,000 to the Social 
Insurance Agency. 
 

Case 2:  Mr. B, a Japanese employee, dispatched 
to the U.S. for 8 years who earns $100,000 per 
year. He is therefore subject to U.S. FICA taxes. 
During his time working in Japan (17 years total), 
his average wage is $80,000 per year.  
 

When he retires, he does not have enough years 
(25 required) to receive benefits; therefore, the 
Japanese Social Insurance Agency contacts U.S. 
Social Security Administration & retrieves his 
U.S. record of 8 years. Social Insurance Agency 
then counts the 8 years to have a total of 25 
years so Mr. B will qualify for receiving benefits. 
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Many of our readers are dispatched Japanese 
employees who know about the totalization 
agreement between the U.S. & Japan that 
became effective on October 1, 2005. The 
agreement clearly states its main purposes: 1) 
elimination of double coverage & 2) totalization 
of period of coverage, but there are still some 
areas that are ambiguous & quite confusing. 
 

If a Japanese employee will be dispatched to 
the U.S. for 5 years or less, he (or she) can 
qualify for a certificate. This certificate has two 
meanings: 1) he does not need to pay FICA 
taxes in the U.S. & 2) he needs to be covered 
by the Japanese Social Insurance program.  
 

On the other hand, if a Japanese employee will 
be dispatched to the U.S. for more than 5 
years, he is exempt from the Japanese 
program & is subject to FICA taxes. Thus, he 
will have some periods covered by the U.S. & 
some by Japan, & so does an employee who 
was dispatched to the U.S. before the 
agreement. This is what confuses most people 
– how are the periods totalized, or how are the 
credits counted? 
The general idea is that one credit (quarter) 
in the U.S. is equivalent to 3 months in 
Japan. The U.S. requires 40 credits (normally 
10 years) to receive retirement benefits & 
Japan requires 25 years. Take caution since 
credits earned & benefit amounts are two 
 

 

There is a recent change in sales tax rates for the following cities and counties: 
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Please take all necessary steps to update sales tax rates for these cities in your 
systems as soon as possible-- changes are effective as of  October 1, 2008.  

 

 

Note: *Cities and Counties not listed will have the same tax rates.  
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(Continued on Pg2) 


