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United States:  Social security 
agreement with Brazil will enter into 
force with unique provisions 

August 16, 2018 

In brief 

The Social Security Administration (SSA) website now confirms that the bilateral social security 

agreement between the United States and Brazil – signed on June 30, 2015 – will become effective 

October 1, 2018.  The agreement aims to facilitate the movement of employees and professionals between 

the signatory countries by eliminating double social security contributions on the same earnings and 

facilitating benefits coverage for those who participate in the systems of both countries.   

Those businesses with mobile employees working in Brazil and the United States could reap cost savings 

if otherwise required to contribute to both countries’ systems on the same earnings.  When the 

agreement was signed, the White House indicated that this agreement would save US and Brazilian 

companies more than $900 million over the first six years.  The Ministry of Finance's Secretariat of 

Social Security in Brazil recently indicated that the measure will benefit 1.3 million Brazilians and about 

35,000 Americans. 

Companies should review their mobile populations and consider changes to social security withholding 

on compensation while pursuing the required documentation to claim relief. 

 

In detail 

Totalization agreements in 

general 

The United States has a well-
established network of bilateral 
social security agreements 
(hereinafter ‘totalization 
agreements’) that coordinate the 
US social security program with 
comparable programs of other 
countries.  The agreements have 
two main purposes: 

 eliminate double social 

security taxation on the same 

earnings when a worker 

performs services in an 

agreement country 

 provide benefits qualification 

for workers who have divided 

their careers between the 

United States and another 

country (or countries) if they 

do not otherwise meet 

eligibility requirements in 

either country. 

Currently, only one other such 
agreement is in force between 
the United States and a Latin 
American country (i.e., Chile).  
In addition, this is only the 
second agreement (in addition 
to Chile) that will apply for a 
country in which the United 
States does not have an income 
tax treaty in effect.  The United 
States and Brazil signed an 
income tax treaty in 1993, but it 
did not enter into force. 

 

 

https://www.ssa.gov/international/Agreement_Texts/brazil.html
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US-Brazil agreement 

When will it enter into force?  

The agreement states that it will enter 
into force on the first day of the month 
following 90 days after the date of the 
last notification – each country must 
notify the other in writing of the 
completion of their respective internal 
procedures (i.e., statutory and 
constitutional procedures required for 
entry into force).  Due to a recent 
notification by the Brazilian President, 
the SSA has indicated that October 1st 
is the effective date of the agreement, 
evidencing that both countries have 
completed their respective procedures 
required for entry into force.   

What mobility costs can be reduced? 

US and Brazilian employers who send 
their employees to work in the other 
country often must contribute to both 
the US and Brazilian social security 
systems on the same earnings.  Under 
the agreement, contributions will only 
be required for one of the countries on 
the same earnings.  Similar rules 
apply for self-employed individuals, 
including those serving on boards of 
directors.  Where social tax costs are 
covered under a tax reimbursement 
arrangement, both tax and gross-up 
costs can be reduced.  

Are the rules of coverage similar to 
other US agreements? 

General rule 

Coverage restrictions and procedures 
to claim relief under the newly 
effective agreement are similar to 
most other US totalization 
agreements.  The general rule is that, 
where employee compensation 
otherwise would be subject to social 
security taxes in both countries, 
coverage will be restricted to the 
country in which the individual 
performs the services that give rise to 
the compensation.  For self-employed 
individuals, the general rule is that 

coverage is restricted to the country of 
residence. 

Detached worker exception 

Under the detached worker exception, 
however, an employer in either the 
United States or Brazil who sends an 
employee from such country to work 
in the other temporarily would obtain 
a certificate of coverage to prevent 
coverage in the ‘host’ location. For the 
United States, certificates are 
obtained from the SSA. 

Under this exception, an employee 
sent from the United States to Brazil 
for a period of five years or less would 
be restricted to US coverage during 
the temporary period if the employee 
continues to work for the US entity.  
Similar restriction to US coverage can 
be afforded to those temporarily 
transferred to work for a foreign 
affiliate of the US entity, but only if 
the US entity has entered into an 
agreement under Section 3121(l) to 
treat US citizen and resident 
employees of such affiliate as 
employees of the US entity for US 
social security purposes. US entities 
with foreign affiliates in Brazil now 
may find it preferable to make such 
elections for the benefit of temporarily 
transferred employees. 

The agreement also includes special 
rules for those temporarily working in 
third countries – a unique twist to this 
particular totalization agreement. 

Extension beyond five years 

While many agreements have 
commonly allowed extensions beyond 
the general five-year period for which 
a certificate of coverage is issued 
(many up to four additional years), 
the agreement with Brazil is unique in 
that it specifically allows extension 
only if the individual is absent from 
the ‘host country’ for at least six 
months.   

Certificates of coverage if temporarily 

transferred to or from Brazil prior to 

October 1st  

Transition rules included in the 
agreement allow for certificates of 
coverage to be obtained for those 
employees temporarily assigned to a 
host country prior to the effective date 
of the agreement, but treating the 
assignment as if it started on such 
effective date.  For example, a US 
citizen who had been temporarily 
assigned from a US employer in the 
United States to work in Brazil for a 
branch entity for a six-year period on 
January 1, 2017 can be covered under 
a US certificate of coverage for 
October 1, 2018 to September 30, 
2023 (at the latest) even though the 
assignment was intended and does 
last longer than five years overall.  
Therefore, US employers should 
consider whether certificates should 
be requested for both current 
assignees to Brazil as well as 
assignments beginning on or after 
October 1, 2018.    

Cessation of US coverage 

Taxpayers with current US FICA 
wages and income subject to self-
employment tax no longer will be 
subject to FICA/self-employment tax 
on compensation earned on or after 
October 1st as a result of the 
agreement, if certain requirements are 
met.  Where coverage is restricted to 
Brazil under the agreement, no 
voluntary coverage is available in the 
US system.  

US payroll also should be notified of 
any Brazilian certificates of coverage 
that may result in FICA no longer 
applying to compensation earned as of 
October 1st.  Self-employed individuals 
should also be aware of the impact on 
US self-employment and Brazilian 
social tax coverage that may change as 
a result of the agreement. 
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Social security agreements 

currently in force 

The United States currently has 
totalization agreements in force with 

26 countries (soon to be 28 once 
Brazil and Uruguay are in force).  

Following is a list of the agreements 
the United States has concluded and 

the date of the entry into force of each. 
Some of these agreements were 
subsequently revised; the date shown 
is the date the original agreement 
entered into force.

 

Country     Entry into force 

Australia  October 1, 2002 

Austria November 1, 1991 

Belgium July 1, 1984 

Brazil October 1, 2018 

Canada August 1, 1984 

Chile December 1, 2001 

Czech Republic January 1, 2009 

Denmark October 1, 2008 

Finland November 1, 1992 

France July 1, 1988 

Germany December 1, 1979 

Greece September 1, 1994 

Hungary September 1, 2016 

Ireland September 1, 1993 

Italy November 1, 1978 

Japan October 1, 2005 

Luxembourg November 1, 1993 

Netherlands November 1, 1990 

Norway July 1, 1984 

Poland March 1, 2009 

Portugal August 1, 1989 

Slovak Republic May 1, 2014 

South Korea April 1, 2001 

Spain April 1, 1988 

Sweden January 1, 1987 

Switzerland November 1, 1980 

United Kingdom January 1, 1985 

Uruguay November 1, 2018 

https://www.ssa.gov/international/agreements_overview.html
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The takeaway 

The US-Brazil totalization agreement 
is a welcome addition to the growing 
list of such agreements.  Currently, 
individuals working between the 
United States and Brazil (and their 
employers) may be required to 
contribute to both social security 
systems on the same income.  For 
compensation earned on or after 
October 1, 2018, employers and 
workers who split work between the 
countries can expect tax cost savings 
as a result of this new agreement.  

Actions to consider    

Mobility professionals should review 
their population of employees working 
in between these jurisdictions and 
consider claiming benefits if available.  
They will want to consider ceasing US 
or Brazil social tax coverage with 

respect to compensation earned as of 
October 1, 2018 and forward.   

To evidence restriction of coverage 
under the agreement, employers 
generally will need to obtain 
certificates of coverage for temporarily 
transferred employees, keep such 
documentation in their files in case of 
audit, and be ready to submit that 
documentation to authorities.  Such 
certificates may be requested as of 
October 1st or shortly thereafter when 
first available at opts.ssa.gov for both 
‘new’ and in progress temporary 
assignments that qualify.  This may 
include, for example, mobile 
employees sent from the United States 
to Brazil for five years or less to work 
for a US employer (or a foreign 
subsidiary covered by a Section 
3121(l) agreement).  For purposes of 
the five-year period, assignment 

periods prior to October 1, 2018 are 
ignored. 

Mobility professionals should 
consider Section 3121(l) elections for 
Brazilian subsidiaries to facilitate US 
certificates of coverage for temporary 
assignments from the United States to 
such entities, without creating US 
company responsibilities for US 
citizens and residents locally hired by 
such subsidiary in Brazil (a common 
concern for elections for subsidiaries 
in non-agreement countries). 

Employers also should review benefits 
plans that may be tied to FICA wages 
to consider whether certain 
participants no longer may be eligible 
as of October 1st and whether plan 
amendments are desired to retain 
eligibility.
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