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From the CPA’s Pen... 
by Laurie Young-Kagamida,  CPA

Dear Friends,

As I write this letter, the federal government is shut down 
with no clear resolution in sight.  Employees deemed 
nonessential are laid o� and federal services, if available, 
are limited.  Although IRS operations are a�ected by the 
shutdown, income tax �ling deadlines still apply.  The IRS 
is urging taxpayers to �le electronically as the processing 
of paper-�led returns will be delayed.  

Despite these uncertain times, we encourage you to 
devote some time to tax planning before year-end.  If you 

haven’t yet given thought to your 2013 taxes, the best time for 2013 tax planning is now, especially 
if you are self-employed, if you purchased or sold property, or if you are expecting changes in your 
income or deductions.  In addition, getting your records in order now helps to reduce the March 
(or October) scramble.  If you are unsure about how �nancial events impact your taxes or what 
documents to keep, please call or email your CPA to ask.  We welcome your questions and are glad 
to hear from you outside of the tax season rush.  There are more tax-saving strategies available to 
you now than �ve months from now at tax time when your options are limited.  Please read Kent 
Kasaoka’s article in this issue of ‘Imi A Loa’a for tax tips and reminders.  

Get connected with the Sterling & Tucker CPAs
The Sterling & Tucker CPAs are now on Facebook, LinkedIn and Twitter.  “Like” us on Facebook 
or follow us on LinkedIn and Twitter for current tax and accounting information and you’ll be 
automatically entered in our Ipod drawing.  The drawing will be held on November 15, 2013 and one 
lucky winner will be noti�ed on November 16.  Find us on Facebook at https://www.facebook.com/
pages/Sterling-Tucker-CPAs/587217871336208 or visit us at our LinkedIn site www.linkedin.com/
company/sterling-&-tucker-cpas/ or Twitter @CPAs_of_Hawaii.

Our website www.cpasofhawaii.com continues to o�er daily tax news brie�ngs as well as an 
amazing number of �nancial tools including insurance, investment and retirement calculators.

New faces at Sterling & Tucker
This fall we welcomed associate attorney Kanani Makaimoku and paralegal Susie Graeb to Sterling 
& Tucker, LLP.  We bid a fond aloha to paralegal Kelly Glover, who relocated to California.  Kelly was a 
part of our Sterling & Tucker ohana for eight years.  We wish her well.

Wishing you happy holidays and good health!
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There are about two months left in 2013, so it is an opportune time to start year-end tax planning.  Act now, 
before the year ends.  There is little you can do to optimize your tax situation when we prepare your tax returns in 
February.  Here are some helpful strategies.

Take Your Required Minimum Distributions (RMDs) from retirement plans by December 31 if you are age 70½ 
or older to avoid the 50% penalty.  If you reached age 70½ in 2013, you can choose to postpone your RMD until 
April 1, 2014.  However, you will have two RMDs in 2014, your postponed 2013 RMD and your 2014 RMD.  Proper 
planning will prevent the additional income from being taxed at a higher rate.

Fund Your Retirement – Consider maximizing your 401(k) or 403(b) contribution by December 31, 2013.  The 
2013 limit is $17,500 (or $23,000 for ages 50 and over).  IRA contributions for 2013 are due by April 15, 2014 and 
have a limit of $5,000 (or $6,000 for ages 50 and over).  Understand the di�erence between tax-deferred and tax-
free retirement options.

Donate to Charities – Donations made by check must be mailed or delivered by December 31, 2013 to be 
deducted in 2013.  Donations by credit card are deductible as of the date the charge is made, even if you pay 
your credit card bill in 2014.  

Donating appreciated stock allows you to deduct the fair market value of the stock without paying tax on the 
capital gain.  If you are considering stock donations, contact the charity early to obtain its investment account 
information, as this will be needed by your investment advisor.  

For information on a charitable organization, search the IRS online tool Exempt Organizations Select Check at 
http://www.irs.gov/Charities-&-Non-Pro�ts/Exempt-Organizations-Select-Check.  Another resource is GuideStar 
(www.guidestar.org).

A quali�ed charitable distribution (QCD) from your IRA is still allowed for 2013 if you are at least age 70½.  The 
distribution must be made directly from your IRA to the charity.  You will not have to report the IRA distribution 
as taxable income, though you will not be entitled to a charitable contribution deduction.  This QCD can be used 
to satisfy any IRA required minimum distributions.

Consider Making Tax-free Gifts limited to $14,000 per person in 2013.  Gifts of tuition paid directly to the 
school are not considered gifts for the $14,000 limit.  You can make a tuition gift and still give up to $14,000 to 
a recipient without causing a taxable gift.  There is a similar exclusion for medical expenses paid directly to a 
care provider.  If you make a gift exceeding the annual limit and it does not qualify for an education or medical 
exclusion, please contact us if you need assistance preparing your gift tax return.

Review Your Investment Portfolio to determine your capital gain or loss status.   The lower long-term capital 
gains tax rates of 15% for federal taxes and 7.25% for Hawaii taxes are still in place for 2013.  Selling a losing 
investment can help o�set a capital gain.  Deductions for net capital losses are limited to $3,000 per tax return (or 
$1,500 if you are married �ling separately).  Taxpayers in the 10% and 15% tax brackets are subject to a federal tax 
rate of 0% (yes, zero!) on quali�ed dividends and long-term capital gains.

Adjust Tax Withholdings or Estimates - If you expect to owe tax for 2013, consider increasing your year-end 
tax withholdings or increase your 4th quarter estimated tax payment.  To avoid underpayment penalties, you 
must pay in the lesser of 90% of your 2013 tax or 100% of your 2012 tax.  If your adjusted gross income was over 
$150,000 in 2012 (or $75,000 if married �ling separately), you must pay the lower of 90% of your 2012 tax or 
110% of your 2012 tax.

Consider Business Property Purchases - Businesses can claim a 50% bonus depreciation deduction for 
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quali�ed property placed in service during 2013.  Business owners can also deduct under Internal Revenue Code 
Section 179 up to $500,000 of the cost of qualifying depreciable property placed in service in 2013.  Be advised 
however, that a Section 179 deduction will be deferred if the business is reporting a loss.

New Tax Provisions for 2013 - The current health care laws will result in higher income taxes for certain 
taxpayers.  Individuals will face increased taxes on compensation, self-employment income and investment 
income under the Patient Protection and A�ordable Care Act (PPACA) and the Health Care and Education 
Reconciliation Act (HCERA).  

•	 3.8% Medicare Tax on Net Investment Income
Higher income individuals (those with modi�ed adjusted gross income (AGI) greater than $200,000 for single 
�lers, $250,000 for married �ling joint �lers, and $125,000 for married �ling separate �lers) will be taxed an 
additional 3.8% Medicare Contribution Tax on net investment income, which consists of interest, dividends, 
capital gains, annuities, royalties, rents and passive business activities, net of expenses relating to those sources 
of income.  Consider tax-exempt municipal investments to avoid this surtax.

•	 0.9% Additional Medicare Tax on Compensation and/or Self-Employment Income
Higher income individuals will be taxed an additional 0.9% Medicare tax on wages and/or self-employment 
income in excess of $200,000 for single �lers, and $250,000 for married �ling joint �lers.  

•	 Higher Threshold for Medical Expense Deduction
The 7.5% of AGI threshold for itemized medical deductions will increase to 10%.  Individuals and spouses age 
65 or older in 2013 will continue to use the 7.5% threshold through 2016, after which their threshold will also 
increase to 10%.

•	 Flexible Spending Account Contribution Limit
The �exible spending account (FSA) annual contribution limit is now $2,500.  Prior to PPACA there was no tax-law 
maximum although FSAs may have set their own limits.  

•	 Higher Marginal Tax Rate
Since 2001, income tax rates have been at 10, 15, 25, 28, 33 and 35 percent.  There is a new rate of 39.6 percent for 
taxable income exceeding $400,000 for single �lers, and $450,000 for married �ling joint �lers.  Taxpayers in the 
39.6% bracket will be subject to a quali�ed dividends and long-term capital gains tax rate of 20% instead of 15%.  

•	 Personal Exemption and Itemized Deduction Phase-outs
Single �lers with AGI in excess of $250,000 or married �ling joint taxpayers with AGI in excess of $300,000 will 
lose the ability to use these bene�ts in full.

•	 Same-Sex Couples
Same-sex couples are considered married taxpayers for federal tax purposes.  State law will dictate �ling 
eligibility.  Hawaii recognizes civil unions, so those couples’ �ling status is married �ling joint (or separately).  They 
may not use the single �ling status.

For daily tax news updates, please check our website http://www.cpasofhawaii.com/.
Your Sterling & Tucker CPA will be contacting you to discuss potential year-end tax planning opportunities speci�c 
to your situation.  If you do not hear from them, please feel free to contact them.

2013 tax organizers for Sterling & Tucker tax clients will be mailed in January 2014.  Those of you using online 
organizers will be contacted in January 2014 with your online access information.  

For more year-end tax planning tips, go to page 7 under Michelle Tucker’s article on Roth vs Regular IRAs. 

If you are interested in becoming a client of Sterling & Tucker CPAs, please call Courtney Phillips, our Tax Administrative 
Assistant, at 531-5391, extension 353 to schedule a meeting with one of our CPAs.



A Seminar for Trustees, Executors and Personal Representatives
If you are a Successor Trustee of a trust for a decedent or anticipate �lling these shoes in the very near 
future, this upcoming seminar is for you.  Rich or poor, when someone dies, they leave behind an estate.

What To Do When A Loved One Passes...

KANEOHE
TRUST ADMINISTRATION

Thursday, Nov. 7
7:00 PM

Koolau Ballrooms
Mauka or Makai Room
45-550 Kionaole Road

WAIKELE
TRUST ADMINISTRATION

Thursday, Dec. 12
7:00 PM

Waikele Country Club
Restaurant

94-200 Paioa Place

HONOLULU
TRUST ADMINISTRATION

Tuesday, Dec. 10
10:00 AM

Oahu Veterans Center
1298 Kukila Street

Salt Lake near Radford

     
 

Attend 

one of th
ese 

FREE 

Seminars and Receive a  

Complim
entary One-Hour 

 Consultation

Don’t Be A Casualty of Costly Mistakes...

HONOLULU
LIVING TRUST

Wednesday, Nov. 6
10:00 AM

Ala Moana Hotel
Carnation Room

410 Atkinson Drive

HONOLULU
LIVING TRUST

Saturday, Nov. 9
10:00 AM

Ala Moana Hotel
Carnation Room

410 Atkinson Drive

KANEOHE
LIVING TRUST

Thursday, Nov. 7
10:00 AM

Koolau Ballrooms
Mauka or Makai Room
45-550 Kionaole Road

In This Seminar Learn: 
w How to make sure different types of property pass to heirs completely.
w When and how estate taxes need to be paid.
w If you can sell the residence and how soon. Must you go through Probate?
w Who is in charge - who has the authority to cash checks, pay bills, make decisions and transfer assets.
w Your responsibility as Trustee or Personal Representative in someone else’s Living Trust or Will.

  Attend this seminar to learn about these key areas in estate planning: 
w Probate Costs and Delays: Avoid potential delays of 9 months to 1 year or more. 
   Eliminate or minimize substantial fees.
w Divorce: Preserve your children’s inheritance if they divorce...up to 50% of your assets
   could walk out the door with your child’s ex-spouse.
w Remarriage: Prevent your assets from going to a stranger instead of your children if 
   your spouse remarries after your death.
w Retirement Plans: Choose the right options to preserve your IRA or 401(k). Take
   advantage of opportunities to minimize income taxes for your beneficiaries. 
w Incapacity: Make your final wishes known with an Advanced Health Care Directive. 
   Avoid a publicly humiliating and expensive guardianship proceeding if you become 
   legally incapacitated or disabled. 



Life Changes and Laws Change. Is your trust keeping up with the times?

SEATS ARE LIMITED. CALL TODAY (808)531-5391
or REGISTER ONLINE www.sterlingandtucker.com

In This Seminar Learn How To: 
w Protect your assets from nursing home costs.
w Protect your assets for your loved ones from creditors,or in the event of a divorce or lawsuit.
w Have the flexibility you need with changing tax laws.
w Avoid the frustration and unnecessary expenses that come with probate.

Have You Had Your Trust Reviewed Lately?

HILO
TRUST REVIEW

Wednesday, Nov. 13
10:00 AM

Uncle Billy’s Hilo Bay Hotel
Leilani Room

87 Banyan Drive

HONOLULU
TRUST REVIEW

Saturday, Dec. 7
10:00 AM

Oahu Veterans Center
1298 Kukila Street

Salt Lake near Radford

WAIKELE
TRUST REVIEW

Thursday, Dec. 5
10:00 AM

Waikele Country Club
Restaurant

94-200 Paioa Place

Reasons To Review Your Trust
- Death or marriage of a beneficiary
- Birth or adoption of a child
- Child developing special needs
- A new desire to provide creditor or divorce protection for
  beneficiaries
- Change in your marital status
- Inherited substantial assets
- Death, incapacity, or change of intentions, of your successor
  trustee or decision-maker
- About to undergo a major operation or life-threatening 
  medical treatment

Is your trust keeping up with the times?

 Protect your assets for your loved ones from creditors,or in the event of a divorce or lawsuit.

Preserving Your Legacy, 
Protecting Your Wealth Since 1991

      

Attend 
one of these 

FREE 

Seminars and Receive a  

Complimentary One-Hour 

 Consultation

  Attend this seminar to learn about these key areas in estate planning: 
w Probate Costs and Delays: Avoid potential delays of 9 months to 1 year or more. 
   Eliminate or minimize substantial fees.
w Divorce: Preserve your children’s inheritance if they divorce...up to 50% of your assets
   could walk out the door with your child’s ex-spouse.
w Remarriage: Prevent your assets from going to a stranger instead of your children if 
   your spouse remarries after your death.
w Retirement Plans: Choose the right options to preserve your IRA or 401(k). Take
   advantage of opportunities to minimize income taxes for your beneficiaries. 
w Incapacity: Make your final wishes known with an Advanced Health Care Directive. 
   Avoid a publicly humiliating and expensive guardianship proceeding if you become 
   legally incapacitated or disabled. 



A Financial Update by 
Michelle H. Tucker
CFP®, JD, CPA/PFS 

Tucker Wealth Management, Inc. 
820 Mililani Street  Suite 401
Honolulu, HI  96813

(808) 791-1444
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Retirement Planning

Saving for Retirement in Your 401(k)
Should you choose Regular or Roth?
If you have the option to save for retirement by participating in 
your employer’s 401(k) plan, you probably should.  But �rst, be sure 
to familiarize yourself with the plan features so that you make the 
right choices.  You might have a choice between a Regular 401(k) or Roth 401(k).  Which should you choose? 

The basic rules governing Regular and Roth 401(k)s are much the same – the contribution limits are the 
same, and so are the distribution restrictions as long as no distributions are taken for at least 5 years.  If you 
are serious about saving for retirement, leaving the contributions in the plan for at least 5 years should not 
be a problem.  Young people should think twice, more so than older participants, about whether unplanned 
life events may interrupt original intentions. You can elect to make contributions to both a Regular and a 
Roth 401(k), as long as the combined total does not exceed $17,500 in any one year, if you are under 50, and 
$23,000 if you are 50 or over.  Unlike IRAs, contributions to 401(k)s are not limited by reason of your income.
Both Regular and Roth 401(k)s have tax advantages, but with the a Regular 401(k) there is a tax advantage 
in the year the contribution is made whereas with a Roth there is a tax advantage in the year a distribution is 
taken.  Speci�cally, contributions to a Regular 401(k) are tax deductible, whereas contributions to a Roth are 
not. In contrast, distributions from a Regular 401(k) are subject to tax, whereas distributions from a Roth are 
not. 

For example, if a young person in the 15% tax bracket contributes $1000 to a 401(k), she would get a $1000 
tax deduction and save $150 in taxes if she elects to contribute it to a Regular 401(k), and she would get no 
tax deduction and save no taxes if she elects to contribute it to a Roth 401(k).   If she leaves the $1000 in the 
401(k) and it grows to $4000 by the time she retires and withdraws it to pay for retirement, she will pay tax 
on the $4000 in the year of the distribution if she elects to contribute to a Regular 401(k), and she will pay no 
tax if she contributes to a Roth.   By paying $150 in taxes up front, she completely avoids tax on the $4000 
distribution.

If you are a young employee, your tax bracket is more likely to be lower, so the tax savings from the up-front 
deduction is low.  At retirement, your tax bracket might still be low, but you will avoid tax on a much larger 
amount if you make wise investment choices and stay invested throughout your working years.  
If you are an older employee and have fewer years before retirement, your Roth contributions have fewer 
years to grow tax-free.  A Roth 401(k) might make sense for an older employee who has su�cient savings 
already and plans not to withdraw the 401(k) contributions until many years into retirement, if at all.  If 
you are in this situation, a Roth 401(k) would also be preferable because you can avoid required minimum 
distributions at age 70 ½ by rolling it into a Roth IRA.    

As a young employee, you can make smaller annual contributions and still have enough for retirement if 
you remain disciplined in your saving.  Smaller contributions might mean your tax savings from the up-front 
tax deduction would be relatively meaningless.  What you do with the tax savings makes a di�erence. It 
would be good if you use the tax savings to make a larger contribution to a Regular 401(k) than you would 
to a Roth IRA.  If your Regular 401(k) contribution is no larger than your Roth 401(k) contribution would be, 
and you save taxes but leave the savings in your pocket and spend it on luxury co�ees, then I would say 
contribute to a Roth, forgo the co�ee, pay the tax upfront, and be happy that your savings will now grow tax 
free!

Continued on Page 7



MOVING? ...or making any changes in your contact information? 
Please let us know so we can keep your record current.  You may call or email us with your 

updated address, phone number, or email address.  
  Email:  terrrio@sterlingandtucker.com  OR    Call Us:  Oahu:  (808) 531-5391 
                                                                                                       Neighbor Island:  (800) 807-3820 
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More Year-End Tax 
Planning

YEAR-END TAX PLANNING TIP FOR THOSE ON MEDICARE

If you are paying Medicare premiums, monitor your income to avoid an income-related premium adjust-
ment.  Your monthly Medicare premium will increase if your modi�ed adjusted gross income is just $1 over 
these threshold amounts: 

                                                                     Monthly Premium Increase (Per Person)
                                             Single   Married   Part B   Part D                 Total
         $1 over $85,000 $170,000 $42.00               $11.60  $53.60
 $1 over $107,000 $214,000 $104.90 $29.90  $134.80
 $1 over $160,000 $320,000 $167.80 $48.30  $216.10
 $1 over $214,000 $428,000 $230.80 $66.60  $297.40

Imagine having to pay this extra premium every month for a year just because you have $1 interest income 
from an account with pitifully low interest, or you take just $1 too much from your IRA. 

YEAR-END ROTH CONVERSION OPPORTUNITIES

If your earnings and other income will be very low in 2013, or if you have exceptionally large tax deduc-
tions or tax credits, then you will be in a very low tax bracket.  Consider converting part of your retirement 
savings to a Roth IRA, which will cause the converted amount to be included in income, but taxed at low 
rates.  You can convert as little as you want, or as much as possible while remaining in the low tax bracket.  
Perform a preliminary calculation of taxable income to determine the ideal amount to convert.  Do this every 
year.

If you are participating in a company �exible spending plan, but sure to incur enough medical expenses 
and dependent care expenses before the end of the year to exhaust your contributions.  Remember, in these 
types of plans, you use it or lose it.

If you are an older employee seeking to catch up from not having saved for retirement, you should maximize 
your contributions.  You can a�ord to contribute more to a Regular than to a Roth, at least by the amount of 
tax savings.  Regular 401(k) contributions are particularly attractive while you are working and in a high tax 
bracket, because they are tax deductible.  The relative advantage of the tax deduction is magni�ed if you know 
that your tax bracket will be lower in retirement. 

What is better, a Roth or a Regular 401(k)?  There is no one answer to the question, but knowing these basic 
di�erences should help you decide what is best for you.

Michelle Tucker is a certi�ed �nancial planner and investment advisor with Tucker Wealth Management, Inc. 
and a founding partner in the estate planning law �rm of Sterling & Tucker.  You may reach her at (808) 791-
1444 or at michelle@tuckerwealth.com



Haseko Center
820 Mililani Street, 4th Floor
Honolulu, HI 96813

Michelle H. Tucker 
CFP®, JD, CPA/PFS

Is the Beneficiary of Your IRA the IRS?

Do you have a regular or rollover IRA, 401K, TSP or any other 
retirement savings? Are you taking out as little as possible to 
avoid taxes? Then you will probably still have the account at 
your death.

This workshop is a MUST if you want to be sure your estate 
plan is complete. 

Failing to plan properly can cost you and 
your family thousands in needless taxes.

Seating is limited.  
Call now to reserve 

your seat.
To Reserve On Oahu Call: 

(808) 791-1444

Haseko Center
820 Mililani St, 4th Floor
Honolulu, HI  96813

Thursday 
November 14 , 2013
10:00 AM - 11:30 AM


