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CHANGES FOR 2009
No “Economic Stimulus Payment” has as yet been enacted for the 2009 tax year. BAD NEWS

The foreign earned income exclusion has been increased from $87,600 to $91,400 for 2009. GOOD
NEWS.

Your tax rate for 2009 will be determined as if the foreign income and housing exclusions had not
been taken. This will mean that a high rate of tax will be due on US source income such as
dividends and interest. SAME AS LAST YEAR.

The IRS has been very active in the international area. In particular we need to be sure to report
foreign bank accounts, including Japanese bank accounts. This includes reporting interest income
on your tax return and reporting account numbers, etc. if your foreign bank accounts and
investment accounts totaled $10,000 or more at any time during 2009. The latter is reported on a
separate form ( press ctrl and click http://www.irs.gov/pub/irs-pdf/f90221.pdf) mailed to Detroit. I
will prepare a partially filled in form if you request one. See below for more information. MORE RED
TAPE.

In 2009 I had my 2" full scale IRS audit of a client. Having only 2 such audits in over 20 years is
something I can boast about. I have to charge for my time representing unlucky clients that get
selected for IRS audits. So, preventing audits has saved an undeterminable amount of money for
my clients. By the way, both audits resulted in no change in tax.

US JAPAN SOCIAL SECURITY (TOTALIZATION) AGREEMENT

The US and Japanese governments have an Agreement to give relief to those who would otherwise
pay social security contributions to both countries and provides for totalization of the pay-in period
to qualify for benefits. Some US citizens working in Japan may be able to opt out of the Japanese
pension system for 5 years if they are paying in to the US system. In addition time worked in the
US before coming to Japan will count toward meeting the 25 year pay-in period to qualify for the
Japanese pension system. Similarly, time worked in Japan will count in meeting the US 40 quarter
(10 year) pay-in requirement. (The Japanese 25 year requirement may be less depending on your
age when you started paying in to the Japanese system. For example I only had to pay in for 14
years and 3 months.) The Agreement went into effect October 1, 2005.

CERTIFICATION OF US RESIDENCY

In order to claim benefits under the US Japan tax treaty use IRS Form 8802 to obtain certification
of US residency.

Even though you live in Japan, there are situations, under the treaty definition of “residency”,
where this form is applicable and needs to filed with Japanese tax authorities.



REFUNDABLE CHILD TAX CREDIT

If you have children under 17 years old, you may qualify for thousands of dollars in refunds.
Amended tax returns can be filed to get refunds for prior years. YOU DO NOT HAVE TO HAVE HAD
ANY TAXES WITHHELD OR PAID TO GET THESE REFUNDS!

TAXPAYER IDENTIFICATION NUMBERS

In order to file a joint tax return or to take your foreign spouse as a dependent, you need to get a
Taxpayer Identification Number (TIN). First, you need to get a certified copy of your Japanese

spouse’ s passport at the US Embassy or Consulate. We send that in with the application form with
the first tax return that your spouse is taken as an exemption or a dependent.

REFERRING NEW CLIENTS

Yes, please. I appreciate your referrals very much.

CONTACTING ME

The best way to contact me is through email at david@loophole-lewey.com My phone and fax

number is also listed above. Please also visit http://loophole-lewey.com My Skype name is
david.lewis18.

TAX SEASON LOGISTICS

Your tax information Organizer is either enclosed, or available on my website. Please send it to me
as soon as you can. As usual I expect to be very busy in the summer months.

Foreign residents have an automatic extension until June 15 to file their tax return, but must pay
interest on any taxes owing from the normal due date of April 15. If you expect to owe taxes, you
should file your return or pay an estimate by April 15 to avoid paying interest.

If you expect that you will not be able to file by June 15, please contact me early in order to file for
an additional extension to October 15. Any remaining tax that you expect to owe should be paid
with this extension.

REPORT OF FOREIGN BANK AND FINANCIAL ACCOUNTS

In addition to filing an income tax return, US citizens who have interests in, or signing authority
over, foreign bank and financial accounts that, in the aggregate, equal or exceed $10,000 at any
time during the year should file form TD F 90-22.1, Report of Foreign Bank and Financial Accounts.
I can provide you with a partially prepared form and instructions on how to complete it. Please
request by answering the Tax Organizer- General Questions. For more information please press
“ctrl” and click:

http://www.irs.gov/businesses/small/article/0,,id=148849,00.html
http://www.irs.gov/businesses/small/article/0,,id=210249,00.html
http://www.irs.gov/businesses/small/article/0,,id=210244,00.html
http://www.irs.gov/businesses/small/article/0,,id=210252,00.html

THE YEN EXCHANGE RATE

The Federal Reserve average exchange rate was Yen (PENDING) to $1 for 2009 according to the
US Embassy website. I will do all the exchange rate calculations for you. (For 2009 you can expect
that your foreign income will increase by 10% or more just due to the exchange rate).



JAPANESE POSTAL MONEY ORDERS

Please avoid paying US taxes with Japanese Postal Money Orders. As there is a limit on the amount,
some clients have sent in multiple money orders to pay their taxes. The problem is that the IRS
mail openers do not expect to find more than one payment. One is processed and others are
stapled to the file and sent to storage. This results in having to cancel the original money order and
get a new one issued which is not a pleasant thing to have to do.

IRAS

Please contact me before making any Individual Retirement Account (IRA) contributions. There are
penalties for making contributions when you don’t qualify. If all of your income is excluded under
the foreign earned income exclusion, you do not qualify to make IRA contributions. This is true for
all IRAs, including Roth IRAs.

OFFSHORE INVESTMENTS

Again, I urge you to avoid these types of investments. Offshore investments are generally made in
small island countries that impose no tax on the income and do not have tax treaties with the USA.
Income from these investments is taxable to US citizens, but most of these companies do not give
you information necessary to report your income or losses for US tax purposes. In general, my
clients cannot get tax benefits and, in fact, taxes indirectly withheld from you on these types of
investments can be much higher than investments with established US companies.

I refuse to prepare tax returns for clients that make such investments.

JAPANESE TAX HELP
I refer you to the following Japanese tax experts:

Keiko Bando, Licensed Tax Accountant
Tel: 06-6608-2778 Fax: 06-6608-2670
afbes501@oct.zaqg.ne.jp
++++++++++++++H+++

Kumiko Mizuno, CPA

Tel: 0727-79-5571 Fax 0727-79-9953
kumiko-m@mars.dti.ne.jp

SOCIAL SECURITY

To find out your status with the US Social Security, call the Embassy or a Consulate to get the
form to request your SS history. Or, request it on the SSA website. Search “Social Security
Administration”. The history will include estimated retirement and survivor’s benefits, but these do
not take into account that you may have been paying in to the Japanese retirement system. You
have to use one of the “calculators” on their website to determine the amount of your estimated
benefits.

QUESTIONS?

Please feel free to ask any questions. I charge a yearly preparation fee that includes answering
most questions and dealing with usual IRS problems.
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