AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

108th Congress, 2d Session — — — — — — — — — — — — House Document 108-234

AN AGREEMENT BETWEEN THE UNITED STATES OF
AMERICA AND JAPAN ON SOCIAL SECURITY

COMMUNICATION

FROM

THE PRESIDENT OF THE UNITED STATES

TRANSMITTING

AN AGREEMENT BETWEEN THE UNITED STATES OF AMERICA
AND JAPAN ON SOCIAL SECURITY, WITH A PRINCIPAL AGREE-
MENT AND AN ADMINISTRATIVE ARRANGEMENT, BOTH SIGNED
AT WASHINGTON ON FEBRUARY 19, 2004, PURSUANT TO 42
U.S.C. 433(e)(1)

NoOVEMBER 18, 2004.—Referred to the Committee on Ways and Means
and ordered to be printed

U.S. GOVERNMENT PRINTING OFFICE
96-920 WASHINGTON : 2004







To the Congress of the United States:

Pursuant to section 233(e)(1) of the Social Security Act, as
amended by the Social Security Amendments of 1977 (Public Law
95-216, 42 U.S.C. 433(e)(1)), I transmit herewith the Agreement
between the United States of America and Japan on Social Secu-
rity, which consists of two separate instruments: a principal agree-
ment and an administrative arrangement. The Agreement was
signed at Washington on February 19, 2004.

The United States-Japan Agreement is similar in objective to the
social security agreements already in force with Australia, Austria,
Belgium, Canada, Chile, Finland, France, Germany, Greece, Ire-
land, Italy, Korea, Luxembourg, the Netherlands, Norway, Portugal
Spain, Sweden, Switzerland, and the United Kingdom. Such bilat-
eral agreements provide for limited coordination between the
United States and foreign social security systems to eliminate dual
social security coverage and taxation, and to help prevent the lost
benefit protection that can occur when workers divide their careers
between two countries. The United States-Japan Agreement con-
tains all provisions mandated by section 233 and other provisions
which I deem appropriate to carry out the purposes of section 233,
pursuant to section 233(c)(4).

I also transmit for the information of the Congress a report pre-
pared by the Social Security Administration explaining the key
points of the Agreement, along with a paragraph-by-paragraph ex-
planation of the provisions of the principal agreement and the re-
lated administrative arrangement. Annexed to this report is the re-
port required by section 233(e)(1) of the Social Security Act, a re-
port on the effect of the Agreement on income and expenditure of
the United States Social Security program and the number of indi-
viduals affect by the Agreement.

The Department of State and the Social Security Administration
have recommended the Agreement and related documents to me.

I commend to the Congress the United States-Japan Social Secu-
rity Agreement and related documents.

GEORGE W. BUSH.
THE WHITE HOUSE, November 17, 2004.
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1.

Agreement between
the United States of america and Japan
on Social Security

The United States of America and Japan,

Being desirous of iegulating the relationship between them
in the field of social security,

Have agreed as follows:

Article 1

For the purpose of this Agreement,

(a)
(b)

(c)

{(d)

{e)

“United States” means the United States of America;
“territory” means,

as regards Japan,
the territory of Japan,

as regards the United States,

the States thereof, the District of Columbia, the
Commonwealth of Puerto Rico, the United States Virgin
Islands, Guam, American Samoa and the Commonwealth of
the Northern Marigna Islands;

“natjonal” means,

as regards Japan,
a Japanese national within the meaning of the
national statute on nationality of Japan,

as ‘regards the United States,

a national of the United States as defined in
Section 101, Immigration and Nationality Act, as
amended ;

“laws” means,

as regards Japan,

the national statutes and regulations of Japan
concerning the Japanese pension systems and the
Japanesea health insurance systems specified in
paragraph 1 of Article 2,

as regards the United States,
the national statutes and regulations of the
United States specified in paragraph 2 of Article 2,

however, treaties or other international agreements
on social security concluded between cne Party and a
third party, or national statutes and regulations
promulgated for the implementation of such treaties
or other international agreements shall not be .
included;

“competent authority” means,
as regards Japan,

any ‘of “the .Governmental organizations competent for
the Japanese pension systems and the Japanese health
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insurance systems specified in paragraph 1 of
Article 2,

as regards the United States,
the Commissioner of Social Security;

(£) “competent institution” means,
as regards Japan,
any of the insurance institutions, or any association
thereof  ‘responsible for the implementation of the
Japanese pension systems and the Japanese health
insurance systems specified in paragraph 1 of
Article 2,
as regards the United States,
the Social Security Administration;

(g} “period of coverage” means,
as regards Japan,
a period of contributions under the laws of Japan
concerning the Japanese pension systems specified in
paragraph 1(a){i) to (v) of Article 2, and any other
pericd taken into account under those laws for
establishing entitlement to benefits,
as regards the United States,
a period credited as a quarter of coverage under the
laws of the United States, or any equivalent period
that may be used to establish the right to a benefit
under the lawg of the United States;

(h) ‘“benefit” means any benefit provided for in the laws
of either Party. :

2. For the purpose of this Agreement, any term not defined in

this Agreement shall have the meaning assigned to it under the
respective laws of either Party.

Article 2

This Agreement shall apply,

1. as regards Japan,

(a)

to the fellowing Japanese pension systems:

(i) the Natiopal Pension {except the National
Pension Fund) ;

(ii} the Employees' Pension Insurance {except the
Employees’ Pension Fund);

(iii) the Mutual Aid Pension for National Public
Officials; :

(iv) the Mutual Aid Pension for Local Public
Officials and Personnel of Similar Status
(except the pension system for members of local
agsemblies); and

{v) the Mutual Aid Pension for Private School
Personnel




(the Japanese pension systems specified in (ii) to
(v) shall hereinafter be referred to as “Japanese
pension systems for employees”);

however, for the purpose of this Agreement, the
National Pension shall not include the 0ld Age
Welfare Pension or any other pensions which are
granted on a transitional or complementary basis for
the purpose of welfare and which are paysble wholly
or mainly out of national budgetary resources; and

{b) to the Japanese health insurance systems implemented
under the following national statutes, as amended:

(i) the Health Insurance Law (Law No. 70, 1922);

{(ii) the Seamen’s Insurance Law (including the
provisions on employinent insurance and workers’
accident compensation insurance) (Law No. 73,
1939) ;

(iii) the National Health Insurance Law (Law No. 192,
" 1958) ;

(iv) the Law Concerning Mutual Aid Association for
National Public Officials (Law No. 128, 1958);

(v} the Law Concerning Mutual Aid Association for
Local Public Officials and Personnel of Similar
Status (Law No. 152, 1962); and

{(vi) the Law Concerning Mutual Aid for Private School
Personnel (Law No. 245, 1953); ‘

however, for the purpose of this Agreement, Articles 3, 5,
6, 8, 10, 12, 13, 15 (except for paragraph 3} and 17,
paragraph 2, shall not apply to the Japanese health
insurance systems; and '

2. as regards the United States,

to the following national statutes and regulations, as
amended, governing the Federal old-age, survivors and
disability insurance program:

(a) Title II of the Social Security Act and regulations
pertaining thereto, except sections 226, 226A and 228
of that title and regulations pertaining to those
sections; and

(o) 4Chapters 2 and 21 of the Internal Revenue Code of
1986 and regulations pertaining to those chapters.

Article 3

1. Persons who are or have been subject to the laws of one
Party, as well as family members or survivors who derive rights
from such pergons, who ordinarily reside in the territory of
the other Party, shall receive equal treatment with nationals
of that other Party in the application of the laws of that
other Party regarding entitlement to and payment of benefits.
However, the foregoing shall not affect the provisions on
complementary periods for Japanese nationals on the basis of
ordinary residence outside the territory of Japan under the
laws of Japan.




2. Any provision of the laws of one Party which restricts
entitlement to or payment of benefits solely because the person
ordinarily resides outside or is absent from the territory of
that Party shall not be applicable to persons who ordinarily
reside in the territory of the other Party. However, the
foregoing shall not affect the provisions of the laws of Japan
which require a person who is aged 60 or over but under 65 on
the date of the first medical examination or of death to reside
ordinarily in the territory of Japan for the acquisition of
entitlement to the Disability Basic Pension or the Survivors’
Basic Pension.

Article 4

1. TUnless otherwise provided in this Article, a person who
works as an employee or self-employed person in the territory
of one of the Parties shall, with respect to that employment or
self-employment, be subject to the laws of only that Party.

2. Subject to paragraphs 5 to 7 of this Article, where a
person who is covered under the laws of one Party and normally
employed in the territory of that Party by an employer with a
place of business in that territory is sent by that employer
from that territory to work in the territory of \.the other
Party, the employee shall be subject to the laws of only the
first Party as 1f that employee were working in the territory
of the first Party, provided that the period of such detachment
is not expected to exceed five years. If the detachment
continues beyond five years, the competent authority or
competent institution of the second Party may grant further
exemption of the employee from the laws of the second Party,
subject to paragraph 8 of this Article, For the purpose of
this paragraph in the case of an employee who is sent from the
territory of the United States by an employer in that territory
to an affiliated company of that employer (as defined under the
laws of the United States) in the territory of Japan, that
employer and affiliated company of that employer shall be
deemed to be the same employer, provided that the employment is
covered under the laws of the United States.

3. Paragraph 2 of this Article shall apply where a person who
has been sent by an employer from the territory of one Party to
the territory of a third country is subsegquently sent by that
employer from the territory of the third country to the
territory of the other Party.

4. Where a person covered under the laws of one Party, who
ordinarily works as a self-employed person in the territory of
that Party, works temporarily as a self-employed pexson in the
territory of the other Party, that self-employed person shall
be subject to the laws of only the first Party as if that self-
employed person were working in the territory of the first
Party, provided that the period of such self-employment in the
territory of the second Party is not expected to exceed five
years. 1If that self-employment continues beyond five years,
the competent authority or competent institution of the second
party may grapt further exemption of that self-employed person
from the laws of the second Party, subject to paragraph 8 of
this Article.

5. A person who would otherwise be covered under the laws of
both Parties with respect to employment as an officer or member
of a crew on board a sea-going vessel flying the flag of Japan
or an American vessel shall, with respect to that.employment,
be subject to the laws of the Party in whose territory the
person ordinarily resides.




6. A person who would otherwise be covered under the laws of
both Parties with respect to employment as an officer or member
of a crew on an aircraft shall, with respect to that
employment, be subject to the laws of the Party in whose
territory the employer is headquartered.

7. (a) This Agreement shall not affect the provisions of the
Vienna Convention on Diplomatic Relations of
April 18, 1961, or the Vienna Convention on Consular
Relations of April 24, 1963.

(b) Nationals of the United States who are employed by
the Government of the United States in the territory
of Japan but who are not exempted from the laws of
Japan by virtue of the Conventions mentioned in
subparagraph {a) shall be subject to the laws of only
the United States. For the purpose of the foregoing,
employment by the Government of the United States
includes employment by an instrumentality thereof.

{c) Subject to subparagraph (a), where any civil servant
. of Japan ~r any person treated as such under the laws
of Japan is sent to work in the territory of the
United States, that person shall be subject to the
laws of only Japan.

8. At the request of an employee and an employer or a self-
employed person, the competent authority or competent
institution of Japan and the competent authority of the United
States may agree to grant an exception to the provisions of
this Article in the interest of particular persons or -
categories of persons, provided that such persons or categories
of persons shall be subject to the laws of one of the. Parties.

9. As regards the accompanying spouse or children of a person
who works in the territory of Japan and who is subject to the
laws of the United States in accordance with paragraph 2, 4, 6,
7{b) or 8 of this Article, -

{a} In cases in which the accompanying spouse or children
are persons other than Japanese nationals, the laws
of Japan shall not apply to them. However, when the
accompanying spouse or children so request, the
foregoing shall not apply.

(b} 1In cases in which the accompanying spouse or-children
are Japanese nationals, the exemption from the laws
of Japan shall be determined in accordance with the
laws of Japan.

10. This Article shall apply only to compulsory coverage under
the laws of each Party. Paragraphs 2 and 4 of this Article
shall not apply to a person who is normally employed in the
territory of Japan by an employer with a place of business in
that territory or ordimnarily works as a self-employed person in
the territory of Japan, if that person is not covered under the
ilaws of Japan concerning the Japanese pension systems specified
in paragraph 1(a) (i) to (v) of Article 2.

Article 5
The following provisions shall apply to the United States:
i. Where a person has completed at least six quarters of
coverage under the laws of the United States, but does not have
sufficient periods of coverage to satisfy the requirements for

entitlement to benefits under the laws of the United States,
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the competent institution of the United States shall take into
account, for the purpose of establishing entitlement to
benefits under this Article, periocds of coverage which are
credited under the laws of Japan and which do not coincide with
periods of coverage already credited under the laws of the
United States.

2. For the purpose of establishing entitlement to benefits
under paragraph 1 of this Article, the competent institution of

. the United States shall credit, in accordance with the laws of
the United States, one quarter of coverage for every three
months of periods of coverage which are crgdited under the laws
of Japan and certified by the competent institutions of Japan.
Any remainder of less than three months of periods of coverage
that results from this crediting shall be taken into account as
one additional guarter of coverage. However, no quarter of
coverage shall be credited for any calendar quarter already
credited as a quarter of coverage under the laws of the United
States. The total number of gquarters of coverage to be
credited under this paragraph and the quarters of coverage
already credited under the laws of the United States shall not
exceed four in a calendar year.

3. Where entitlement to a benefit under the laws of the
United States 1s established according to paragraph 1 of this
Article, the competent institution of the United States shall
compute a pro rata Primary Insurance Amount in accordance with
the laws of the United States based on:

{a} the person’s average earnings credited exclusxvely
under the laws of the United States and

{b) the ratio of the duration of the person's periods of
’ coverage completed under the laws of the
United States to the duration of a coverage lifetime
as determined in accordance with the laws of the
United States.

Benefits payable under the laws of the United States shall.
be based on the pro rata Primary Insurance Amount.

4. Entitlement to a benefit from the United States which
results from paragraph 1 of this Article shall terminate with
the acquisition of sufficient. periods of coverage under the
laws of the United States to establish entitlement to an equal
or higher benefit without the need to apply paragraph 1 of this
Article.

5. For the purpose of applying paragraphs 1 and 2 of this
Article, periods of coverage credited under the laws of Japan
shall include periods of contributions under the laws of Japan
and any other periods taken into account under those laws for
establishing entitlement to benefits, with the exception of
complementary pericds for Japanese nationals on the basis of
ordinary residence outside the territory of Japan and periods
of coverage for Category III insured persons under the National
Pension. Notwithstanding the preceding sentence, the competent
institution of the United States shall also credit a maximum of
eleven quarters of coverage for periods of coverage for
Category III insured persons, provided that the insured person
has at least ohe month of periods of coverage for Category I
insured persons or Category IT insured persons, or one quarter
of coverage under the laws of the United States, both before
and after the periods of coverage for Category III insured
persons.




2.

Article 6

The following provisions shall apply to Japan:

(a)

(b}

Where a person does not have sufficient periods of
coverage to fulfill the requirements for entitlement
to benefits under the laws of Japan, the competent
instituticn of Japan shall take into account, for the
purpose of establishing entitlement to benefits under
this Article, periods of coverage which are credited
under the laws of the United States.

Subparagraph (a) shall not apply to the following
benefits under the laws of Japan:

{1} the Disability Allowance under the Employees’
Pension Insurance;

(ii) the disability lump-sum payments under the

mutual aid pensions;

(iii) the additional pension for specified occupations

under the mutual aid pensions;

{iv} the lump-sum payments upon withdrawal for

persons other than Japanese nationals under the
Employees’ Pension Insurance and the lump-sum
payments upon withdrawal for persons other than
Japanese nationals under the mutual aid
pensions;

{v} the allowance upon withdrawal under the
Employees’ Pension Insurance and the lump-sum
payments upon withdrawal under the mutual aid
pensions;

{vi) the special lump-sum death payments under the

mutual aid pensions; and :

‘(vii) any other benefits similar to those specified in

(i) to (vi}, to be introduced after the entry
into force of this Agreement, and as may be
agreed upon between the two Parties.

In applying paragraph 1(a) of this Article,

(a)

the competent institutions of Japan shall credit, in
each calendar year, three months of pericds of
coverage for every guarter of coverage which is
credited in that year under the laws of the United
States and certified by the competent institution of
the United States. Periods of coverage to be
credited by the competent institutions of Japan, the
unit of which is a month, shall be allocated in
chronological order starting with the first month of
the calendar year, except for the months that are
already credited as periods of coverage under the
laws of Japan. However, the months of periods of
coverage shall be allocated in the reverse order
starting with the last month of the calendar year if
it is necessary to establish entitlement to a benefit
under the laws of Japan. The total number of months
of periods of coverage to be allocated under the
provision of this subparagraph and the months that
are already credited as periods of coverage under the
laws of Japan shall not exceed twelve in a calendar
year,
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(b) periods of coverage under the laws of the
© United States to be credited by the competent
institutions of Japan under subparagraph (a) shall be
taken into account as both periods of coverage under
Japanese pension systems for employees and periods of
coverage for Category II insured persons under the
National Pension.

3. {a) Where the laws of Japan require for entitlement to
disability pensions or survivors’ pensions that the
date of the first medical examination or of death lie
within specified periods of coverage, this
requirement shall be deemed to be fulfilled for the
purpose of establishing entitlement to those
pensions, provided that a person:

(i) has credit for at least four quarters of
coverage under the laws of the United States
during a period of eight calendar quarters
ending with the calendar quarter in which the
date of the first medical examination or death
occurs; or

{(ii) has credit for at least six quarters of coverage
under the laws of the United States during a
period of thirteen calendar quarters ending with
the calendar quarter in which the date of the
first medical examination or death ogcurs.

However, if entitlement to disability pensions or
survivors’ pensions under the National Pension is
established without applying this paragraph, this
paragraph shall not be applied for the purpose of
establishing entitlement to disability pensions or
survivors’ pensions based on the same insured event
under Japanese pension systems for employees.

(b) In applying subparagraph (a), as regards a person who
possésses periods of coverage under two or more
Japanese pension systems for employees, the
requirement referred to in that subparagraph shall be
deemed to be fulfilled for one of those pension
systems in accordance with the laws of Japan.

4. Where entitlement to a benefit under the laws of Japan is
established by virtue of paragraph 1(a) or 3(a) of this
Article, the competent institution of Japan shall calculate the
amount of that benefit in accordance with the laws of Japan,
subject to paragraphs 5 to 9 of this Article.

5. With regard to the Disability Basic Pension and other
benefits, the amount of which is a fixed sum granted regardless
of the period of coverage, if the requirements for receiving
such benefits are fulfilled by virtue of paragraph 1(a) or 3(a)
of thisg Article, the amount to be granted shall be calculated
according to the proportion of the sum of the periods of
contribution and the premium-exempted periods under the pension
system from which such benefits will be paid to the theoretical
period of coverage referred to in paragraph 7 of this Article.

6. With regard to disability pensions and survivors’ pensions
under Japanese pension systems for employees, insofar as the
amount of those pensions to be granted is calculated on the
‘basis of the specified period determined by the laws of Japan
when the periods of coverage under those systems are less than
that specified period, if the requirements for receiving such
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pensions are fulfilled by virtue of paragraph i(a) or 3(a) of
this Article, the amount to be granted shall be calculated
agcording to the proportion of the periods of coverage under
Japanese pension systems for employees to the theoretical
period of coverage referred to in paragraph 7 of this Article.
However, when the theoretical period of coverage exceeds that
specified period, the theoretical period of coverage shall be
regarded as equal to that specified period.

7. For the purpose of paragraph 5 and 6 of this Article,
“theoretical period of coverage” means the sum of the following
periods {except that it shall not include the period after the
month in which the day of recognition of disability occurs or
the period beginning with the month in which the day following
the day of death occurs): .

(a) the period from the month in which the day of
.attainment of age 20 occurs through the month
preceding the month in which the day of attainment of-
age 60 occurs, except the period before April 1,

1961;

(b) periods of contribution under the laws of Japan which
do not coincide with the period referred to in
subparagraph {(a) of this paragraph; and .

(¢} periods of coverage under the laws of the United
States which do not coincide with pericds referred to
in subparagraph (b) of this paragraph, in case the
month in which the day of recognition of disability
occurs or the month preceding the month in -which the
day following the day of death ogcurs is before the
period referred to in subparagraph (a) of this
paragraph. :

8. With regard to the calculation of the amount of benefits
uhder Japanese pension systems for employees in accordance with
paragraphs 5 and 6 of this Article, if the person entitled to
the benefits possesses pericds of cdverage under two or more
such pension systems, the periods of contribution referred to
in paragraph 5 of this Article or the periods of coverage
referred to in paragraph 6 of this Article shall be the sum of
the periods of coverage under all such pension systems.
However, when the sum of the periods of coverage egquals or
exceeds the gpecified period determined by the laws of Japan
within the meaning of paragraph 6 of this Article, the method
of calculation stipulated in paragraph 6 of this Article and
this paragraph shall not apply.

9. With regard to the Additional Pension for Spouses which is
“included in the Old-age Employees’ Pension and any other
benefits that may be granted as a fixed sum in cases where the
period of coverage under Japanese pension systems for employees
equals or exceeds the specified period determined by the laws
of Uapan, if the requirements for receiving such benefits are
fulfilled by virtue of paragraph 1(a) of this Article, the
amount to be granted shall be calculated according to the
proportion of the periods of coverage under the Japanese
pension system for employees from which such benefits will be
paid to that specified period.

Article 7 .
The competent authorities of the two Parties shall:

(a) agree on the administrative measures necessary for
the implementation of this Agreement;
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{b) designate liaison agencies for the implementation of
this Agreement; and

{c} communicate to each other, as soon as possible, all
information about changes to their respective laws
insofar as those changes affect the implementation of
this Agreement.

Article 8

The competent authorities and competent institutions of
the two Parties, within the scope of their respective
authorities, shall assist each other in implementing thie
Agreement. Regular perscopnel and operating costs of the
competent authorities and competent institutions providing the
assistance shall be free of charge.

Article 9

1. In accordance with measures to be agreed upon by virtue of
subparagraph (a) of Article 7, the competent authorities or
competent institutions of one Party shall, in accordance with
its national statutes and regulations, send to the competent
authorities or competent institutions of the other Party
information about an individual ceollected under its laws
insofar as that information is necessary for the implementation
of this Agreement.

2. Unless otherwise required by the national statutes and
regulations of one Party, information about an individual which
is transmitted in accordance with this Agreement to that Party
by the other Party shall be used exclusively for the purpose of
implementing this Agreement. Such information received by a
Party shall be governed by the national statutes and
regulations of that Party for the protection of confidentiality
of personal data.

Article 10

1. Insofar as the laws of one Party, and in the case of
Japan, other national statutes and regulations, contain
provisions on an exemption or reduction of administrative
charges or consular fees for documents to be submitted under
the laws of that Party, those provisions shall also apply to
documents to be submitted in the application of this Agreement
and the laws of the other Party.

2. Documents which are presented for the purpose of this
Agreement and the laws of a Party shall be exempted from
requirements for authentication or any other similar formality
by diplomatic or consular authorities.

3. Copies of documents which are certified as true and exact
copies-by a competent institution of one Party shall be
accepted as true and exact copies by a competent institution of
the other Party, without further certification. The competent
institution receiving the copies shall be the final jundge of
the probative value of the evidence submitted to it from
whatever source.

Article 11

1. The competent authorities and competent institutions of
the Parties may communicate directly with each other and with
any concerned person wherever the person may reside whenever it
is necessary for the administration of this Agreement. The
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communication may be in the respective languages of the
Parties.

2. In lmplementlng this Agreement, the competent authorities
and competent institutions of one Party may not reject
applications or any other documents for the reason that they
are written in the language of the other Party,

Article 12

1. When a written application for benefits, an appeal or any
other declaration under the laws of one Party is submitted to a
competent authority or gompetent institution of the other Party
which is competent to receive similar applications, appeals or
declarations under the laws of that other Party, that
application, appeal or declaration shall be deemed to be
submitted on the same date to the competent authority or
competent institution of the first Party and shall be dealt
with according to the procedure and laws of the first Party.

2. In any case to which this Article applies, the competent
authority or competent institution of one Party to which the
application for benefits, appeal or any other declaration has
been submitted shall transmit it without delay to the competent
authority or competent institution of the other Party.

Article 13

Payments of benefits under this Agreement may be made in
the currency of either Party.

Article 14

any disagreement regarding the interpretation or
application of this Agreement shall be resolved by consultation
between the Parties.

Article 15

1. This Agreement shall not establish any entitlement to
benefits for any peried prior to its entry into -force or,  as
regards the United States; to a lump-sum death benefit if the
person died prior to its entry into force.

2. . 1In the implementation of this Agreement, periods of
coverage completed and other legally relevant events occurring
béfore its entry into force shall also be taken into account.

3. In applying paragraph 2 or 4 of Article 4, in the case of
persons whose detachment or self-employment referred to in
those paragraphs commenced prior to the date of entry into
force of this Agreement, the period of such detachment or self-
employment shall be considered to begin on the date of’ entry
into force of this Agreement.

4. Decisions made befére the entry into force of this
Agreement shall not affect any rlghts to be established by
virtue of this Agreement.

5. Articles 5 and 6 shall apply only to benefits for which an
application is filed on or after the date this Agreement enters
into force.

6. The application of this Agreement shall nmot result in any

reduction in the amount of a benefit to which entitlement was
established prior to its entry into force.
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Article 16

This Agreement shall enter into force on the first day of
the third month following the month in which the Parties shall
have completed an exchange of diplomatic notes informing each
other that their respective statutory and constitutional
requirements necessary to give effect to this Agreement have
been fulfilled.

Article 17

1. This Agreement shall remain in force and effect until the
last day of the twelfth month following the month in which
either Party gives the other Party written notification through
diplomatic channels of its termination.

2. If this Agreement is terminated in accordance with
paragraph 1 of this Article, rights regarding entitlement to
and payment of benefits acquired under it shall be retained.

In witness whereof, the undersigned, being duly authorized
thereto, have signed this Agreement.

Done at Washington on February 19, 2004, in duplicate in
the English and Japanese languages, the two texts being equally
authentic.

For the United States For Japan:
of America:

aﬂvmééaAM “or
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Administrative Arrangement

for the Implementation of the Agreement

between the United States of America and Japan

on Social Security

The competent authority of the United States of America and the competent authorities

of Japan,

in conformity with Article 7(a) of the Agreement between the United States of America
and Japan on Social Security of this date, hereinafier referred to as the *Agreement”,

have agreed as follows:

Article 1

Where terms which appear in the Agreement are used in this Administrative

Arrangement, they shall have the same meaning as they have in the Agreement.

Article 2

The liaison agencies referred to in Article 7(b) of the Agreement shall be:

(a)

()

for the United States,

the Social Security Administration,

for Japan:

b}

ii)

iif)

for the National Pension and the Employees’ Pension Insurance,
the Social Insurance Agency;
for the Mutual Aid Pension for National Public bfﬁcials,

the Federation of National Public Service Personnel Mutual Aid

Associations;

for the Mutual Aid Pension for Local Public Officials and
Personnel of Similar Status,

the Pension Fund Association for Local Government Officials;
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iv) for the Mutual Aid Pension for Private School Personnel,

the Promotion and Mutual Aid Corporation for Private Schools
of Japan.

Article 3

The liaison agencies referred to in Article 2, in cooperation with the competent
authorities, shall agree upon the joint procedures and forms necessary and appropriate
for the implementation of the Agreement and this Administrative Arrangement.

Article 4

1. Where the laws of a Party apply to an employee or self-employed person in
accordance with the provisions of paragraph 1, 2, 4, §, 6, subparagraph (b) or {¢)
of paragraph 7, or paragraph 8 of Article 4 of the Agreement, the liaison agency
of that Party, upon request of the persons concerned, shall issue a certificate
stating that the employee or self-employed person is subject to those laws and
indicating the duration for which the certificate shall be valid. The certificate
':all be evidence that the employee or self-employed person is exempt from the
laws on compulsory coverage of the other Party.

2. The liaison agency of a Party which issues a certificate referred to in paragraph 1
of this Article shall furnish a copy of the certificate or information from the
certificate as may be agreed upon by the liaison agencies of both Parties to the
liaison agency of the other Party as needed by the laison agency of that other
Party.

3. Where a person is exempt from Japanese laws solely by virtue of Article 4 of the
Agreement, the employer and employee or self-employed person and any
accompanying spouse or children shall nevertheless be subject to the laws of
Japan as they relate to health insurance, unless the employer or self-employed
person has certified to the competent institution of the United States that the
employee or self-employed person and any accompanying spouse and children

- are covered under appropriate insurance against the cost of health care in Japan.
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Article 5

Applications for benefits under the Agreement shall be submitted on forms to be
agreed upon by the liaison agencies of both Parties.

The competent institution of the Party with which an application for benefits is
first filed in accordance with Article 12 of the Agreement shall provide the
liaison agency of the other Party with such evidence and other information in its
possession as may be required to complete action on the claim.

The competent institution of the Party which receives an application that was
first filed with a competent institution of the other Party shall, upon the request
of the competent institution of that other Party, without delay provide the liaison
agency of that other Party with such evidence and other available information in
its possession as may be required for the competent institution of that other Party
to complete action on the claim.

The competent institution of the Party with which an application for benefits has
been filed shall verify the information pertaining to the applicant and the
applicant’s family members. The types of information to be verified shall be
agreed upon by the liaison agencies of both Parties.

Upon request, the Haison agency of either Party shall furnish without cost to the
liaison agency of the other Party any medical information and documentation in
its possession relevant to the disability of the claimant or beneficiary.

In any case to which the provisions of Article 12 of the Agreement apply, the
competent authority or competent institution to which the application, appeal, or
declaration has been submitted shall indicate the date of receipt on the document
or on a form to be agreed upon for this purpose pursuant to Article 7(a) of the
Agreement prior to sending it to the appropriate competent authority or
competent institution of the other Party.

Article 6

Tﬁe Social Security Administration of the United States and the Social Insurance

Agency of Japan shall exchange statistics on the number of certificates issued under

Article 4 of this Adminisirative Arrangerent and on the payments made under each
Party’s laws to beneficiaries in the territory of the other Party. These statistics shall be
furnished annually in a form to be agreed upon.

3
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Article 7

‘Where assistance is requested under Article § of the Agreement, expenses
required to provide this assistance, other than regular personnel and operating costs,
shall be borne by the competent authority or competent institution requesting the
assistance, except as may be agreed upon in advance by the competent authorities or
competent institutions of both Parties.

Article 8

1. This Administrative Arrangement shall enter into force at the same time as the
Agreement enters into force and shali remain in force as long as the Agreement

remains in force.

2. The competent authorities may notify each other, in writing, of changes in the
names of the liaison agencies without the need to modify the Administrative

Arrangement.

Done at WaAsHIneTom on TamRuawy 19,2004 iy duplicate in the
English and Japanese {anguages, both texts being equally anthentic.

For the Competent Authority For the Competent Authorities of Japan:

of the United States of America: 7y @/’L 7&«\
W sl W;X% H:’ B
g}@vvw. VS' 6 National Police Agency

\
’ “4 é
‘B 1] AP 18-
Ministry of Public Management, Home
Affairs, Posts and Telecommunications

??4‘3%77

Ministry of Finance

v 1.
2 e W
Ministry of Education, Culture, Sports,
Science and Technology

- A/
CRINGI 4
Ministry of Health, Labor and Welfare
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ANNEX C

REPORT TO CONGRESS
ON THE FINANCIAL EFFECT
OF THE U.S.-JAPANESE SOCIAL SECURITY AGREEMENT

The following tables present estimates on the effects of the proposed U.S.-Japanese
Social Security agreement on the income and expenditures of both countries’ social
security programs and the number of people who will be affected by the agreement. The
estimates were prepared based on the assumption that the agreement would become
efective on January 1, 2005.

Table 1 shows the estimated additional costs that would accrue to each country’s system
as a result of the agreement. These costs arise under the respective systems due to:

(1) benefit payments that become payable by each system solely because of the
agreement, and (2) tax contributions on behalf of temporary workers in the respective
countries that would be forgone under the agreement.

Table 2 shows the number of people who would become eligible for a partial retirement,
survivors, or disability benefit from the United States or Japan under the agreement. Also
shown in Table 2 is the number of employees in each country who, along with their
employers, would no longer be subject to dual coverage and taxation for social security
purposes.
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Table 1.~-Estimated additional program costs for the U.S. and Japanese Social Security (and health
insurance) systems under a proposed totalization agreement between the two countries, fiscal years 2005-

2009
(in millions)
Fiscal year
2005 2006 2007 2008 2009

Additional net costs to the U.S. Social Security System:
increase in OASDI benefit payments ... $2 $6 $10 315 $20

Reduction in OASDI tax contributions ... 80 100 104 106 11
82 106 114 121 130

Net cost to the Medicare system .... 21 26 27 27 28
Additional net costs to the Social Security System of
Japan:
{ncrease in benefit payments... 4] 14 25 37 48
Reduction in tax contributions . 62 77 81 84 88
TOLAL. .ot 67 91 106 121 135

Net cost to the Japanese national health insurance .
system 1/... 38 48 50 52 54

1/ The reduction in contributions to the Japanese national health insurance system is estimated to
be $51 miltion in 2005 and to reach $73 million in 2009. The reduction in the amount of services
provided by the Japanese national health insurance system (a gain to the Japanese system) is
roughly estimated to be one-fourth of the leve! of the reduction in contributions. See
memorandum for further discussion.

Table 2 --Estimated number of persons who would be affected by a proposed totalization agreement
between the United States and Japan, fiscal years 2005-2009
(In thousands)

Fiscal year

2005 2006 2007 200 2009

Number of persons receiving a totalized OASDI benefit
based in part on employment in Japan under the
proposed agreement (in current-pay status at
mid-year)

Number of persons receiving a totalized Japanese
benefit based in part on employment in the United
States under the proposed agreement (in current-pay .
status at mid-year).........ccooiinicincec e 1.5 38 7.0 10.1 13.2

Number of persons receiving both a totalized OASD!
benefit and a tolalized benefit from Japan (in
current-pay status at mid-year) ... 2 6 1.0

Number of U.S. employees in Japan who, along with
their employers, would no longer make tax

contributions during the year to the Social Security
system of Japan 11.7 15.6 156 156 15.6

Number of Japanese employees in the U.S who, along
with their employers, would no fonger make tax
contributions during the year to the OASDH] trust

funds.... 10.2 138 136 136 1386

Social Security Administration
Office of the Chief Actuary
July 14, 2003
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REPORT TO CONGRESS
TO ACCOMPANY THE SOCIAL SECURITY AGREEMENT
BETWEEN THE UNITED STATES AND JAPAN

INTRODUCTION

The social security agreement between the United States and Japan is intended to provide
limited coordination of the old-age, survivors and disability insurance (OASDI) programs
of the two countries. The agreement is similar in content and objective to social security
agreements already in force between the United States and 20 other countries, including
Australia, Canada, Chile, South Korea and most of Western Europe. U.S. social security
agreements are negotiated under authority of section 233 of the Social Security Act. Like
earlier U.S. agreements, the agreement with Japan is designed to eliminate dual Social
Security coverage and taxation of the same work and to help fill gaps in benefit
protection for people who have divided their careers between the two countries.

The U.S.-Japanese agreement consists of two separate instruments: (1) a principal
agreement setting forth the basic rules for coordinating the two countries’ systems; and
(2) an administrative arrangement establishing policies and procedures to implement the
principal agreement. These two documents, which were signed by representatives of the
U.S. and Japanese Governments on February 19, 2004, are now being transmitted to
Congress for review in accordance with section 233(e) of the Social Security Act.

Accompanying this report are paragraph-by-paragraph explanations of the provisions of
the principal agreement (Annex A) and related administrative arrangement (Annex B). A
report required by section 233(e)(1) of the Social Security Act on the effect of the
agreement on income and expenditures of the U.S. Social Security program and the
number of individuals affected by the agreement is also included (Annex C).

STATUTORY REQUIREMENTS

Section 233(c)(1) of the Social Security Act requires that international agreements
concluded pursuant to that section provide for the elimination of dual coverage of the
same work under the social security systems of the United States and the other country
party to the agreement, and for combining credits earned by a worker under the two
systems for benefit eligibility purposes. In addition, the law stipulates that when
eligibility for U.S. Social Security benefits is established on the basis of combined
credits, the amount of the U.S. benefit payable must be based on the proportion of the
worker's periods of coverage completed under Title II of the Social Security Act. The
U.S.-Japanese agreement includes these required provisions.
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COVERAGE PROVISIONS

In conformity with section 233(c)(1)(B) of the Social Security Act, Article 4 of the
principal agreement sets forth rules designed to eliminate dual coverage and taxation of
the same work under the U.S. and Japanese systems.

Under these rules, employees who are temporarily transferred by their employer in one
country to work in the other country for a period of 5 years or less would be covered only
in their home country. Thus, a person working for a U.S. employer who is temporarily
transferred by that employer to Japan would only be covered under and pay contributions
to the U.S. program. The employer and employee would be exempt from Japanese social
security and health insurance contribution requirements. Employees who are sent from
one country to the other for more than S years, or who are hired in the host country,
would generally be covered only in the country where the work is performed.

The agreement also includes provisions that apply the 5-year exemption rule to self-
employed workers who transfer their trade or business from one country to the other.
Other rules set forth in the agreement would eliminate dual coverage and contributions
for persons employed by the Governments of the two countries and to persons employed
in international air and ship transportation.

BENEFIT PROVISIONS

Articles 5 and 6 of the principal agreement establish the basic rules for determining
entitlement to and the amount of U.S. and Japanese benefits for persons who have
worked in both countries. These benefit provisions are included pursuant to
sections 233(c)(1)(A) and (C) of the Social Security Act.

A. Provisions Applicable to the United States

1. Totalization of Periods of Coverage

Under the rules that apply to the United States, if a worker has credit for at
least 6 quarters of coverage under the U.S. Social Security program but not
enough credits to qualify for a retirement, survivors or disability benefit, the
worker's coverage credits from both the United States and Japan could be
totalized (i.e., combined) to permit him or her to qualify for a partial U.S.
benefit. Since periods of coverage under the Japanese social security system
are measured in terms of months, the United States would credit one quarter
of coverage for every three months of Japanese coverage in a calendar year.
The United States would not. however, credit months of coverage under
Japanese law if they coincide with quarters of coverage already credited under
the U.S. system.
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2. Computation of U.S. Totalization Benefit Amounts

The amount of a U.S. benefit for which a person may qualify based on
totalized periods of coverage depends on both the duration of the worker's
coverage under the U.S. Social Security system and the level of his or her
earnings. A detailed description of the totalization benefit computation
procedure is contained in regulations of the Social Security Administration
(20 CFR 404.1918). The first step in the procedure is to compute a theoretical
benefit amount as though the worker had worked a full coverage lifetime (i.e.,
a full career) under U.S. Social Security at the same earnings level as during
his or her actual periods of U.S. covered work. The theoretical benefit is then
prorated to reflect the proportion of a coverage lifetime the worker completed
under the U.S. program. A coverage lifetime is defined in the regulations as
the number of the worker's benefit computation years, i.e., the years which
must be used in determining a worker's average earnings under the regular
U.S. national computation method.

B. Provisions Apgiicaﬁle to Japan
1. Japanese Benefits

Japan provides old-age, survivors and disability benefits through two separate
programs, which together make up what is often described as a two-tier
system. The first tier, known as the National Pension (NP}, is a contributory
program that covers all residents of Japan. NP benefits, also called "basic"
benefits, are paid in flat-rate amounts that are prorated according to the
number of years of contribution. The second tier, known as the Employees'
Pension Insurance (EPI), is a contributory, earnings-related program that
covers people employed in Japanese firms with more than 5 employees.
Three smaller earnings-related programs cover government employees and
private school teachers in place of the EPL. Benefits under the EP1 and the
three smaller second-tier programs are based on years of contribution as well
as earnings level, and these benefits supplement the basic (NP) benefit.

2. Totalization of Periods of Coverage

In order to qualify for Japanese benefits under both the NP program and the
EPI (as well as the other earnings-related programs), a worker must meet
certain eligibility standards including minimum length-of-coverage and
recency-of-work requirements. Under the agreement, a person who has not
worked long enough or recently enough to qualify for benefits will be able to
have his or her U.S. and Japanese coverage credits combined in order to meet
the applicable eligibility requirements. The benefit amount of a person who
qualifies based on totalized credits will be proportional to the amount of
coverage completed in Japan.
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C.  Benefit Portability

Section 233(c)(2) of the Social Security Act permits agreements to contain
provisions suspending the application of the alien nonpayment provisions of the
Social Security Act (section 202(1)) for persons residing in a foreign country with
which the United States has an agreement in force.

Japanese nationals outside the United States, including those residing in Japan, are
already exempt from the nonpayment provisions of section 202(t) in accordance
with a 1953 treaty (and a specific treaty exception in section 202(t)(3)). However,
citizens of certain other countries who reside in Japan may not be exempt from the
nonpayment provisions. The agreement, therefore, would provide an exemption
for insured persons and their dependents or survivors, regardless of their
citizenship, if they reside in Japan.

Under section 202(1)(11), benefits generally may not be paid to nonresident aliens
who first become eligible for Title Il dependent or survivor benefits after 1984,
unless they satisfy certain U.S. residency requirements. Citizens or residents of a
country with which the United States has an agreement in force pursuant to

section 233 of the Social Security Act are exempt from the residence requirements.
These residence requirements do not apply to Japanese nationals as a result of the
1953 treaty; however, they do apply to other aliens residing in Japan. Ounce the
U.S.-Japanese Social Security agreement enters into force, residents of Japan will
no longer be subject to these residence requirements.

The agreement would also guarantee that U.S. residents who have been covered

under the Japanese social security program, as well as their family members and
survivors who reside in the United States, could qualify for and receive Japanese
benefits without regard to their nationality or absence from Japan.

OTHER PROVISIONS

Section 233(c)(4) of the Social Security Act authorizes agreements to contain other
provisions not inconsistent with Title II of the Act which are appropriate to carry out the
purposes of the agreements. In accordance with this provision, the principal agreement
and administrative arrangement contain a number of articles designed to permit the
United States and Japan to render free or reimbursable assistance to the other country in
implementing the agreement.
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