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We all know that, the tax season deadline is 
the last thing most of us want to think about 
during the holidays.  Although April 15 may 
seem a long way off, now is the time to make 
sure you have taken advantage of available 
tax breaks opportunities in 2008. That is 
because many opportunities to reduce your 
tax bill will be expired once the New Year 
begins.  With that in mind, here are three 
things that you should not miss. 
 

Take your losses: 
This year has been a tough year in the stock 
market.  If you have incurred losses on 
individual mutual funds, stock or other 
investments that are not in retirement 
account, consider your options.  You can 
either hold on to what you own & hope that its 
value will rise in the future or sell it & take a 
loss on the investment.  If you choose to sell, 
you can deduct up to $3,000 in capital loses 
against your 2008 gross income when filing 
your tax return.  If your loss is greater than 
$3,000, you can deduct the excess amount 
from your income in future years.   
 

In my opinion, selling might not necessarily 
be the right choice if you believe that your 
investment will increase in value in the future.  
Therefore, it is a good idea that you should 
consult your CPA about this matter. 
 

Maximize your retirement savings: 
If you have not made the most of all your tax 
advantaged retirement account opportunities 
this year, it is the time to do it now. 
 

For example, if your company offers a 401k 
plan, your salary contributions to the plan 
allow you to defer tax on that salary until 
withdrawals are made.  If no 401k plans are 
available to you, check out other tax 
advantaged options, such as individual 
retirement accounts and Roth IRAs. 
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Although you have until April 15, 2009, to 
make your 2008 IRA contribution ($4000 or 
$5000), it is a good idea to contribute as 
much as possible under the rules to these 
accounts before the year-ends. 
 

Make charitable donations: 
If you have been planning to give a gift of 
cash or goods to your favorite charity, make 
sure you do it before December 31, 2008. 
When you itemize, you can deduct your 
donation on your 2008 tax return, racking up 
another chance to reduce your tax bill.  
Therefore, act on it before the year ends. 
 

In conclusion, it is almost end of December, 
but it is not too late to lower your taxes for 
2008 by following some of the steps 
described above.  Remember that if you have 
questions about the best options for you 
consult with your local CPA firm like Muso & 
Co, Inc. for the answers.   
 

They can simplify complicated decisions you 
may need to make & offer advices you need.  
Please call their number at (323) 526-9700 
for more information. 
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Beginning January 1, 2009, the IRS standard mileage rate for business car use will be 
adjusted to 55 cents per mile, and mileage rate for medical use will be adjusted to 24 
cents per mile. Please make the proper changes for your company. 
 

In November 6, 2003, the United States & 
Japan signed a new US-Japan Income tax 
treaty at Washington to avoid double taxation 
& prevent fiscal tax evasion with respect to 
taxes on income & on capital gains.  More 
specifically, this treaty will affect dividends, 
interest, & royalty.  
 

How is the new treaty affecting 
withholding tax rates? 
Starting on July 1, 2004, the tax treaty 
became effective & made several significant 
changes to withholding taxes. The following 
exhibits illustrate the reduced withholding tax 
rates provided under the treaty: (Continued on Page 2)  
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Dividends Tax Rate 
under Treaty 

Dividend payment to corporate 
shareholder holding more than 50% 
voting stock for more than 12 months 

0% 

Dividend payment to corporate 
shareholders holding equal or more 
than 10% voting stock 

5% 

Dividend payment to other shareholders 
holding less than 10% 

10% 

Interest Tax Rate 
under Treaty 

Payment to Financial institutions 0% 

Others 10% 

Royalty Tax Rate 
under Treaty 

 0% 

Please note that the new treaty also includes the  
“Limitation on Benefits” clause, which is to prevent applying 
benefits of the treaties to treaty shopping structures. For 
example, if a corporation incorporated in Japan was 
majority owned by non-Japanese entity, the corporation is 
not considered a Japan corporation within the definition of 
the new US-Japan Income Tax Treaty. 

For example, a U.S. company that receives significa nt 
dividends each year from a wholly-owned Japanese 
subsidiary would no longer pay Japan a 10% withholding 
tax on dividends. U.S. & Japanese companies have been 
paying 10% under the old treaty on top of their high 
corporate tax rates at home. So U.S. companies doing 
business in Japan were stuck paying excess tax (tax in 
excess of the U.S. rate) unless they were able to use the 
extra foreign tax to offset U.S. tax on other foreign income. 
 

What are the necessary procedures to obtain the 
benefit of reduced withholding tax rates?  

In order to claim the benefit of the reduced withholding tax 
rates, the beneficial owner should notify the payer of the 
income , who is also the U.S. withholding agent, of its 
foreign status by filing Form W-8BEN with the withholding 
agent. If the beneficial owner fails to submit this form, the 
withholding agent must withhold at the original tax rate of 
30%.  
U.S. companies doing business in Japan and  Japanese 
firms operating in the U.S. should be happy about this new 
tax treaty agreed to by the two countries. The new zero 
rates will eliminate the problem of double taxation and 
make investing in both countries more attractive for 
investors in both countries.      
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Honeymoon trip from Japan was over at Honolulu 
A newly wed couple arrived at Honolulu. But FBI 
arrested the husband at Honolulu immigration office.  
 

FBI records showed the husband embezzled 
approximately, $175,000 from our client in Los Angeles 
10 years ago.  
 

The Embezzled Money was Recovered. 
My client asked us after he received a call from the FBI 
what he should do with the arrest. The arrested 
husband begged my client through his attorney to 
release him from Honolulu jail. We said, “do not 
release him until he pays back the embezzled funds 
plus 10 year interest”. The husband’s parent’s sent the 
money, approximately $200,000, to my client one 
month later. By the way, the marriage apparently 
ended at Honolulu.  
 

Lack of Internal Control 
10 years ago, the client in Los Angeles asked us to 
investigate their bank account regarding possible fraud. 
We instantly found the accountant (the arrested 
husband) embezzled the funds under the following 
conditions:  
1. He opens all the mails including the bank 

statements at the company 
2. He makes bank reconciliation. No one reviews 

them.  
3. All bank statements and cancelled checks are 

directly mailed to his apartment. 
4. All IRS and California Franchise Tax Board mailing 

addresses are to his apartment address.  
5. He prepares monthly financial statements quarterly 

payroll tax returns and corporate tax returns.  
Embezzlement 
He asks my client to issue checks to IRS & Franchise 
Tax Boards. After he receives these checks, he 
scratches off the payee section on checks by using a 
razor blade and types in his name. He makes the 
check deposit with his personal account.  
 

Investigation Meeting 
The next day following an initial investigation, we asked 
him to come for the meeting without telling him about 
the embezzlement. We confirmed with him that he 
embezzled the funds & falsely claimed he was a CPA 
in California. He cried, apologized, & promised my 
client to return the money. He disappeared the next 
day after the meeting. We made a police report & went 
to the FBI office. Nothing happened for 10 years until 
my client received a call from the FBI.  
 

Lessons Learned 
We could see the weak internal control in this case. 
The management should have gotten involved in 
handling mail & their company bank accounts. A 
practical internal control can save a lot of money & 
time.  
 

P.S. We have 5 similar cases in the past.   
 

 

 

  

 


