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From the Attorney’s Pen... 
by  Wendy Miki Glaus, JD, CELA

Is Life Estate Planning Right For You?

Life Estate Planning is a way of transferring your residence 
to your children while still retaining a right to live in the 
home.  You own a life interest in your residence and gift your 
children the remainder interest in the property, meaning 
they will be the sole owner upon your death. The bene�ts 
to life estate planning are maintaining control while you 

are alive so you will always have a place to live and eliminate capital gains taxes if the property is sold soon 
after you die. It provides control to the life tenant, eliminates capital gain upon sale of property after life 
tenant’s death, minimizes the value of the potential Medicaid lien, and reduces the equity value to qualify 
for Medicaid long-term care bene�ts in the future. 

Maintaining Control - Your name remains on title of the property and you own the right to live in the home 
as long as you are alive.  You still retain the rights of ownership and are responsible for any obligations.

Minimizing Capital Gains Taxes - The tax rules state that if a taxpayer makes a gift during his or her 
lifetime, the asset transferred will retain its original owner’s “tax basis,” which will be the original cost, plus 
improvements.  If a taxpayer dies and the bene�ciaries receive such property upon the taxpayer’s death, the 
“tax basis” in the hands of the new owners will be stepped up to fair market value at the date of death, which 
could eliminates most, if not all, of the gain due to appreciation.  The taxes will be triggered only upon the 
sale of such asset, not at the time of transfer.  When an owner of a life interest dies, the remainder interest 
holder acquires the property with a “tax basis” of the fair market value at the life interest owner’s date of 
death. Therefore, you will not need to worry about capital gains taxes as long as the property is sold soon 
after the life tenant dies.  If you sell the property while the life tenant is alive, there could be a considerable 
amount of capital gains taxes to the remainder interest holders. 

Medicaid Consequences - For Medicaid Planning purposes, this transfer will result in a 5-year ineligibility 
period, unless it falls under an exception to this rule (i.e. caretaker child).  Under current Hawaii law, the 
State of Hawaii will place a lien on a Medicaid applicant’s life interest.  In the past, the State of Hawaii would 
release the lien on a life tenant upon death, but recently the State of Hawaii has changed its position and is 
pursuing collection against life estates.  This has been our fear for the last ten years.  Sterling & Tucker LLP 
does not have �rst-hand knowledge of the State of Hawaii collecting against life estates, but have heard 
from other estate planning attorneys in Hawaii that such is the case.  We still believe that life estate planning 
is a viable option for many families. 

Limited Value of Medicaid Lien - The State of Hawaii can only lien the value of your life interest, which will be 
a percentage of your residence based on the actuarial table, which will decrease 
as the life tenant gets older.  If you own 100% of your property, the State of 
Hawaii could lien up to the full value of the property. 
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Home Equity for Medicaid Eligibility Reduced - For Medicaid long-term care eligibility, the Medicaid applicant 
must have assets less than $2,000 and his or her home equity must be less than $828,000 as of 2015. 

Property Exposed to Other Owner’s Liabilities - One of the biggest concerns is that when you transfer your 
real property to your children, your property will be subject to all your children liabilities.  If you have a 
child who is not �nancially responsible or in debt, transferring property to this child would be a bad idea.  
One way to solve this problem is to create an irrevocable trust and transfer your remainder interest to 
the irrevocable trust.  The property will be protected from that child’s creditors.  Once you transfer your 
remainder interest from your property to an irrevocable trust, you cannot change your mind.

Gift Taxing Reporting Requirements - The Internal Revenue Code allows each taxpayer a lifetime Gift and 
Estate Tax Exemption amount, which they can use by 1) making gifts during their life or 2) transferring assets 
upon death.  Currently in 2015, this exemption is $5.43 million (adjusted for in�ation).  This exemption is in 
addition to the annual gift exclusion of $14,000. In order for the gift to qualify for the annual gift exclusion, 
the gift must be a “present interest”, meaning the person receiving the gift can use the money or property 
right away.  If the gift is over $14,000 to a single person, or if the gift does not qualify as a “present interest,” 
the amount of the gift will be deducted from the Gift and Estate Tax Exemption.  If you give away more than 
the Gift and Estate Tax Exemption, the excess will be taxed at the gift tax rate of 40%.   If a taxpayer exceeds 
$14,000 per person per year, that taxpayer must �le a Gift Tax Return (Form 709) in the calendar year of the 
gift.  Therefore, you will be required to �le a Gift Tax Return when you do Life Estate Planning to inform the 
Internal Revenue Service that you are using some of your Gift and Estate Tax Exemption. 

In summary, there are pros and cons to Life Estate Planning.  

The pros are:
1. retaining control and ownership of the property;
2. eliminating or minimizing capital gains on the sale of property after the life tenant dies;
3. minimizing the potential Medicaid lien; and
4. qualifying for Medicaid in the future by reducing the equity value.

The cons are:
1. subjecting the property to claims and creditors of the other owner on title;
2. paying large capital gains if the property is sold during the life tenant’s life; and
3. reporting requirements to the Internal Revenue Service regarding gift taxes.  

If you are interested in setting up a Life Estate plan, please call our o�ce at (808) 531-5391 to schedule an 
appointment with me. 

With Fondest Aloha, 

* Certi�ed elder law specialist with the designation Certi�ed Elder Law Attorney by the National Elder Law Foundation and certi�ed as an Estate Planning Law Specialist 
by the Estate Law Specialist Board, Inc., as well as the Supreme Court of Hawaii.  The Supreme Court of Hawaii grants Hawaii certi�cation only to lawyers in good 
standing who have successfully completed a specialty program accredited by the American Bar Association.

Continued from cover page of Attorney’s Pen
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City & County of Honolulu Real Property Tax Credit

City and County of Honolulu homeowners may be eligible for a real property tax credit.  First, you must 
have a homeowner’s exemption in e�ect.  Second, you may not own any other real property.  Finally, the 
annual combined income of all titleholders cannot exceed $60,000.  The previous threshold was $50,000.  
Calculating gross income for determining eligibility appears to have slightly changed as well.

You must apply annually for this tax credit.  The application form (Form T-RPT100) for tax year 2016-2017 is 
available online:  http://www.honolulu.gov/rep/site/bfs/treasury_docs/2016-2017_Tax_Credit_Application_
PDF_Final.pdf.  Here is the tax credit brochure:  https://www.honolulu.gov/rep/site/bfs/2016_Tax_Credit_
Information_Brochure_revised.pdf.  Your income for 2014 will determine eligibility.  The application deadline 
is September 30, 2015.  For more information, you may contact the City & County of Honolulu by calling 
(808) 768-3205 or e-mailing bfstreasmailbox@honolulu.gov.

If you have any questions regarding your speci�c situation, please contact your Sterling & Tucker CPA, Laurie 
Young-Kagamida or Kent Kasaoka.

by Kent Kasaoka, CPA

Yelp, In a Nutshell

Whether you are looking for the restaurant that serves the best cashew nut chicken, want to �nd a map to 
the nearest macadamia nut retailer, or searching for an allergist, Yelp is your one stop shop for all things 
local. Yelp is a website designed to share information about a business, to better serve its community. 

While Yelp outlines detailed business information such as, location, hours, and phone numbers, the most 
signi�cant purpose would be its customer reviews. The importance of these reviews lies in the patron’s 
hands. Businesses are able to correct, enhance, or revel in the services they provide, based on the feedback 
a customer leaves. Your review helps guide other members of the community to use a particular product or 
service. Plus, it ensures your voice is heard! 

If you haven’t already created an account, simply enter your name and email address to create a password 
for your new account. An email con�rmation will be sent to you. Upon email con�rmation, a new window 
will automatically bring you to the Yelp home screen. Note: Yelp also gives the option of signing in with your 
Facebook information.

- Once logged in, search for the desired business. Be mindful of the business location, as there may be multiple 
listings of the same business in di�erent areas. You are also able to review other business related content, like, 
services o�ered, prices, etc. Once the proper business is selected, you have the option to choose how many 
stars you would rate the business. 

- From there, you are routed to a new screen to write your review. Yelp also allows you the option of sharing 
pictures of your experience to post along with your review. Once you have expressed your thoughts, click “Post 
Review”, and voila, review success!

It is important to be detailed and honest in your review. Remember, your review will be seen by the business 
owner and its a�liates, and thousands of other patrons. So, if you were really happy with the way your 
groomers styled Peanut’s fur; or had a great experience with your estate planning attorney, share it on Yelp! 
Writing reviews allow you to stay in touch with your local community and �nd gems you never knew existed. 
So log on and explore. You never know what you are going to discover next!

by Delilah Aurand

http://www.honolulu.gov/rep/site/bfs/treasury_docs/2016-2017_Tax_Credit_Application_PDF_Final.pdf
http://www.honolulu.gov/rep/site/bfs/treasury_docs/2016-2017_Tax_Credit_Application_PDF_Final.pdf
https://www.honolulu.gov/rep/site/bfs/2016_Tax_Credit_Information_Brochure_revised.pdf
https://www.honolulu.gov/rep/site/bfs/2016_Tax_Credit_Information_Brochure_revised.pdf
mailto:bfstreasmailbox@honolulu.gov


Preserving Your Legacy, Protecting     
Your Wealth Since 1991

Invite your friend of family member to attend this free seminar to �nd out why 
their living trust may not work and what they can do about it. Whether someone 
has a trust, or are considering creating a trust, they’ll learn what to look for so their 
trust does exactly what they want, when they want. 

Light refreshments and free parking available 
at all seminar locations.

Protect Your Wealth From Catastrophic Nursing Home Costs Protect Your Wealth From Catastrophic Nursing Home Costs

KANEOHE
TRUST REVIEW

Thursday, Sept. 3
7:00 PM

Koolau Ballrooms
Makai Room

45-550 Kionaole Road

Trust Review Seminar

At This FREE Seminar Learn: 
w The ten possible defects of your trust
w How to have the flexibility you need with changing tax laws
w To avoid the frustration and unnecessary expenses that come with probate
w If your trust offers any protection from nursing home costs
w To protect assets for your heirs from creditors, lawsuits, or possible divorce

SEATS ARE LIMITED. CALL TODAY (808)531-5391 ext. 330
or REGISTER ONLINE www.sterlingandtucker.com

HONOLULU
TRUST REVIEW

Wednesday, Sept. 2
10:00 AM

Ala Moana Hotel
Carnation Room

410 Atkinson Drive

At this FREE MEDICAID & VA Long-Term Care Benefits seminar, learn:
w How you can be impoverished by nursing home costs.
w How to access your veterans benefits you have earned and deserve.
w How proper planning can protect your hard earned assets for your loved ones.
w If you qualify for Aid and Attendance or Housebound veterans benefits.
w What documents you need to plan for the future.
w Why “traditional” estate planning won’t help with nursing home costs.

KANEOHE
MEDICAID/VA

Thursday, Sept. 3
10:00 AM

Koolau Ballrooms
Makai Room

45-550 Kionaole Road

Attend 

either one of th
ese 

FREE 

Seminars and Receive a  

Complim
entary One-Hour 

 Consultation

Protect Your Assets For Your Loved Ones By Preparing For 
Long-Term Care With Medicaid Planning

HONOLULU
MEDICAID/VA

Saturday, Sept. 5
10:00 AM

Ala Moana Hotel
Carnation Room

410 Atkinson Drive



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

Facebook “f ” Logo CMYK / .ai Facebook “f ” Logo CMYK / .ai

Have You Reviewed Your Trust Lately?

Is your trust keeping up with the times?

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.

Reasons To Review Your Trust
- Death or marriage of a beneficiary
- Birth or adoption of a child
- Child with special needs
- A 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

HONOLULU
TRUST REVIEW

Wednesday, Sept. 30
Saturday,Oct. 3

10:00 AM
Ala Moana Hotel
Carnation Room

410 Atkinson Drive

AIEA
TRUST REVIEW

Thursday, Oct. 1
10:00 AM
7:00 PM

Pearl Country Club
Pearl II Room

98-535 Kaonohi Street

SEATS ARE LIMITED. CALL TODAY (808)531-5391
or REGISTER ONLINE www.sterlingandtucker.comSEATS ARE LIMITED. CALL TODAY (808)531-5391 ext. 330

or REGISTER ONLINE www.sterlingandtucker.com

Attend 

either one of these 

FREE 

Seminars and Receive a  

Complimentary One-Hour 

 Consultation

www.sterlingandtucker.com


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

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

(808) 791-1444

Do You Have a Plan For Your Digital Assets?

Even people who think they’ve ticked o� all of the usual boxes 
on their estate-planning to-do lists may have overlooked an 
increasingly important component of the process: ensuring the 
proper management and orderly transfer of their digital assets. 
Just as traditional estate-planning relates to the management 
and transfer of �nancial accounts and hard assets, digital estate-planning encompasses digital 
possessions, including data stored on tangible digital devices (computers and smartphones), data stored 
in the cloud, and online user accounts.

Ownership of digital assets is not evidenced by a certi�cate of title or other document that can 
be changed to the name of your trust.  Digital assets reside in a software program that you have 
purchased and that software program has a user agreement with restrictions on transfer.  Digital assets 
are stored sometimes in “the cloud” in a storage “locker” that is “rented” and the “rental agreement” is 
subject to access restrictions and restriction how, or even whether, you can transfer them.

Digital estate planning is, in many respects, more complicated than traditional estate planning. The �eld 
of digital estate planning is evolving rapidly, as are digital providers’ policies on what should happen to 
digital assets that are left behind. Digital assets are also governed by a complex web of rapidly evolving 
laws, both at the state and federal levels. Precisely because of all the potential complications, it’s 
important to take a few minutes to address the very basics. Here are several elementary steps to take.

1) Conduct a Digital ‘Fire Drill.’ A good �rst step in the digital estate-planning process is to conduct 
a digital �re drill, which tends to jog your memory about what digital assets you deem important. 
Consider the following questions: What valuable items would you lose if your computer was lost or 
stolen today? If you were in an accident, would your loved ones be able to gain access to your valuable 
or signi�cant digital information while you were incapacitated? If you were to die today, to what 
valuable or signi�cant digital property would you like your loved ones to have access?

2) Take an Inventory of Your Assets. The next must-do is to create an inventory of the digital 
assets you named during the �re drill. Document the item/account name as well as user names and 
passwords associated with that item. Among the items to document in your digital inventory are: 
digital devices such as computers and smartphones, data-storage devices or media, electronically 
stored data, including online �nancial records, whether stored in the cloud or on your device, user 
accounts, domain names, and intellectual property in electronic format. This document would be 
chock-full of sensitive information, so keeping it safe is crucial. A printed document should be stored 
in a safe or safe deposit box, and an electronic document should, of course, be password protected.

3) Back It Up. We’ve all been schooled on the importance of regularly backing up digital assets, and 
estate-planning considerations make it doubly important to do so. If a speci�c device malfunctions, 

Continued on Page 7
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Digital Assets (cont’d)

storing digital assets on another storage device or in the cloud helps ensure 
the longevity of those assets. Moreover, online account service providers 
may voluntarily disclose the contents of electronic communications to your 
loved ones, but they’re not compelled to do so. If you want to help ensure 
that your loved ones have access to the information in your online accounts, 
backing it up on your own device is a best practice.

4) Put Your Plan in Writing. Experts also recommend formalizing your 
digital estate plan. That means naming a digital executor—someone who can ensure that your digital 
assets are managed or disposed of in accordance with your wishes after you’re gone. If your primary 
executor is savvy with technology, there’s probably no need to name a separate digital executor. But if 
not, or if you have particularly valuable or special digital property, such as intellectual property, experts 
advise a separate �duciary/executor for digital assets. Depending on the type of property, the �duciary 
may also need special powers and authorizations to deal with speci�c assets.

This is for information purposes only and should not be construed as legal, tax, or �nancial planning 
advice. Please consult a legal, tax, and/or �nancial professional for advice regarding your personal estate 
planning situation, and know that none of the professionals at Sterling & Tucker are experts in digital 
asset contracts and ownership options; this is a new and daunting �eld.  When in doubt, back it up to 
your own personal hard drive and keep a hard copy!

Continued from Page 6

IRA WORKSHOP
•  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.

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

Michelle H. Tucker 
  CFP®, JD, CPA/PFS

Social Security 
Planning Workshop
What Baby Boomers Need to Know 

to Maximize Retirement Income
•  Will Social Security be there for me?
•  How much can I expect to receive?
•  When should I apply for Social 

Security?
•  How can I maximize my benefits?

Sterling & Tucker Office
820 Mililani St, 4th Floor

Honolulu, HI  96813

Thursday 
October 15, 2015

10:00 AM - 11:30 AM

Thursday 
September 10, 2015
10:00 AM - 11:30 AM



820 Mililani Street, 4th Floor
Honolulu, HI 96813

Neighbor Island Seminars

KAHULUI
Thursday, Oct. 8
10:00 AM - 11:30 AM

Maui Arts & Cultural Center
  Haynes Meeting Room

One Cameron Way

 
HILO

Wednesday, Sept. 9
10:00 AM - 11:30 AM

Uncle Billy’s Hilo Bay Hotel
  Leilani Room

87 Banyan Drive
Kanani 

Makaimoku, JD

Michelle Scully
Hobus, JD To Reserve Your Seat Call:

(800) 807-3820 
x330

or REGISTER ONLINE

www.sterlingandtucker.com

Life changes and laws 
change.  When did you last 

review your trust?  

Discover the Top Ten Defects 
in most living trusts.

Average nursing home care for the neighbor 
islands is $135,050 annually.*

Find out how to plan and protect your wealth 
before you need long-term care.

*As reported by Genworth 2/26/15.

Free Trust Review Seminar

Free Medicaid/VA Long-Term Care 


