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At this time of year, you are probably starting to wonder how 
to reduce your income tax. Although it’s a bit late to worry 
about this for 2008, it’s not too early to start thinking about 
it for 2009!
Because of the recession, you may find family and friends 
in need of help, and many charities are in need of help as 
well. Can you reduce your taxes by gifting to those you love?  
Often the answer is yes.
Gifts to your family to reduce estate tax
If your estate will be subject to estate tax, lifetime gifts 
will reduce both the size of your estate and your estate tax. 
There is a limit to this strategy. Each year, you can give no 
more than $13,000 to any one person. If you don’t use the 
exclusion allowance for 2009, you lose it. Every dollar gifted 
can reduce your estate tax almost by half that amount, so you 
may want to use this annual gift allowance generously. 
You can gift cash or property such as real estate and stocks.  
Gifting property other than cash has additional advantages.  
Gifting property that will continue to appreciate during your 
lifetime will shift future appreciation to the next generation 
estate-tax free.
The capital gains tax consequences of property gifts should 
be carefully considered in light of the following rule: the 
recipient of gifted property will retain your tax basis for 
capital gains tax purposes, whereas the tax basis of inherited 
property is the date of death value. By retaining low basis 
property until you pass, the property’s tax basis will step-
up. While you are alive, it makes sense to gift high basis 
property, particularly if your health is poor, and keep your 
low basis property until you pass. If, on the other hand, you 
have assets that are worth less than your cost, the basis will 
step-down at your death. Consider selling these before you 
pass so you don’t waste the loss deduction.
Gifts to your family to help with their needs
Perhaps your gifts are not motivated by estate tax savings, but 
instead by a desire to help your children and grandchildren 

and parents. In this case, there are capital gains tax-saving 
considerations. 
Often, family members who receive gifts are in a lower tax 
bracket. For the years 2008-2010, taxpayers whose marginal tax 
rate is 15% or below will pay ZERO tax on long-term capital 
gains. Here is your opportunity to gift appreciated property to 
a lower-income recipient who can sell the property to help pay 
for education or medical expenses, and pay zero federal capital 
gains tax. The threshold for the 15% bracket is a respectable 
taxable income of $65,100 for married taxpayers filing jointly.  
You may have to limit this strategy to gifts to adult children 
and parents. Children under 19 and full-time students under 24 
are subject to the “Kiddie Tax” which subjects their unearned 
income in excess of $1,800 to their parents’ tax rate. 
Remember this “Kiddie Tax” when deciding how to invest 
monies gifted to minor children and grandchildren. If their 
annual unearned income might exceed $1,800, consider tax-
deferred investments instead of those that produce current 
income. Another college savings option is a 529 plan which 
is not subject to the “Kiddie Tax”. Earnings within a 529 plan 
escape both income and capital gains tax if the money is used 
properly. 
The $13,000 annual gifting limit does not apply to qualified 
education expenses for your children or grandchildren or for 
their medical expenses and for those of your parents. You may 
have to make the payment directly to the educational or medical 
institution. Don’t forget to claim the educational expense 
tax credits. You can deduct the medical (and nursing home!) 
expenses even if your child or parent is not your dependent. 
Before making sizable gifts to children or parents, keep in mind 
that these gifts may some day make a student ineligible for 
college financial aid.
Gifts to charity
Your appreciated property offers tax saving opportunities for 
charitable contributions. If you donate appreciated stock, you 
can deduct the full fair market value, but you have to have 
owned the shares for more than a year and you must give the 
stock certificates directly to the charity. Do not donate stock 
that has fallen in value—sell it, take the loss, and donate the 
proceeds.  
A tax advantage that expired at the beginning of 2008 was 
reinstated for 2008 and 2009. If you are age 70½ or over, you 
can transfer up to $100,000 income tax free directly from your 
IRA to a qualified charity. This contribution counts towards 
your RMD allowing you to reduce or even eliminate the tax 
that would normally be due (at ordinary income tax rates) on 
your RMD.  
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You Can Benefit From the Use of Quickbooks
				            		         
						              By Jo L. Ochs, CPA
With each New Year, there seems to be a sense of renewal…a fresh start, 
a chance to make plans to avoid those undesirable situations we found 
ourselves in last year. Whether it’s spring-cleaning the house or shedding 
those “turkey pounds” from the holidays, the goal is always to do better 
this year, right?
One area in which we as taxpayers can stand to improve is bookkeeping.  
How many of us scramble in the spring to recreate a whole year’s worth of 
financial information needed by our tax preparer in order to prepare our tax 
returns? It seems to always be an afterthought. But there is a user-friendly 
software package out there to assist us and keep us on track throughout the 
year so that come tax season one click of the print button completes our 
dreaded task. QuickBooks is widely known by many of us, but perhaps 
used by few. Maybe you don’t know if QuickBooks was right for you. 
Whether you are self-employed, run a small business or hobby on the side, 
or manage rental property, you can benefit from the use of QuickBooks.  
QuickBooks allows small business owners to track income and expenses 
throughout the year. You can eliminate all of the paperwork and have 
your information neatly organized in one location. This allows you to 
quickly access past transactions with just a few clicks; no more digging 
through receipts or bills. This program also allows you to track and pay 
bills and always has a clear idea of where your money is being spent. 
For self-employed individuals, you can create invoices and organize 
customer data. QuickBooks has the ability to manage inventory and pay 
employees as well. With regard to taxes, QuickBooks tracks all tax-related 
income expenses that occurred throughout the year.  One report can be 
printed quickly and given to your tax preparer. You no longer have to dig 
through checkbooks or bank statements. Another report can be printed 
that summarizes the general excise tax you owe and allows for fast and 
accurate filing of GET returns.
For many of us the issue of time availability prevents our achievement of 
the better record keeping goal. Perhaps the greatest feature of QuickBooks 
software is the ability to download your bank and credit card transactions 
directly from your financial institution and import them into QuickBooks. 
This saves you the time it would take to type each transaction and helps to 
avoid data entry errors. The program will even remember how recurring 
transactions were classified by you originally and automatically code them 
to the proper account.  Could it get much easier?
So, while this sounds like an advertisement for QuickBooks, it’s actually 
a plea from your friendly Sterling & Tucker tax preparer to get on track 
in 2009! Save yourself some time and headache and really impress your 
tax preparer this year with your amazing organizational skills. Keep in 
mind that Sterling & Tucker has expertise with the QuickBooks software 
package and can assist you with setup and maintenance of the program.  
Please call Stephanie at (808) 531-5391 extension 353 and schedule an 
appointment with your CPA to get started.

Dinner’s on Sterling  and Tucker

For further details: 
Contact Kari Cross at Sterling & Tucker 
808-791-9924

Host a Living Trust or a Long-term Care  
Planning Seminar at a favorite Hawaii restaurant

- Invite a Social Circle of Friends and Spouses, or

  and also Your Siblings, Parents or Other 
  Relatives for a “Family Reunion with a Purpose”

Consider Inviting Your Co-Workers and their 
Spouses or a Community Group in which You are 
a Member

Let Sterling & Tucker buy dinner for your 
friends and family

Dinner’s on Sterling  and Tucker

New Tax Website!
Our new tax website is up and 
running. Come take a look for 
the latest tax law updates,  
financial tools, CPA profiles  
and more!

 www.
 cpasofhawaii.com

All Workshops will be held at Sterling & Tucker, Inc. Certified 
Public Accountant’s Honolulu office. Participants will receive a 
FREE consultation analysis.

    820 Mililani St, 4th Floor
    Honolulu, HI  

Failing to plan properly can cost 
you and your family thousands in 
needless taxes. This workshop 
is a MUST if you want to be sure 
your estate plan is complete

  Thursday 
  Feb. 19,
  2009

10:00 AM - 11:30 AM

WARNING: Is the Beneficiary 
of Your IRA the IRS?

Seating is Limited.  
Call Now to Reserve your Place:    531-5391 
			   ext 330



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

This workshop begins at 10:00 a.m. and lasts for 60 minutes. 
This workshop will be held at the Sterling & Tucker Honolulu office. 
Seating is limited. Call now to reserve your place. 

			   531-5391 ext. 330

FINALLY, We Have a 
FUNERAL PLAN SOLUTION For You 

		  You’ve done your best to preserve your 
	    wealth. Your family will appreciate this. Now 
there is a way to relieve the stress of funeral 
planning. Learn all about it at our NEW ONE HOUR 
MEMORIAL PLANNING WORKSHOP

A solution with many benefits: 
- Cash dedicated for funeral costs
- Immediate availability to family
- Protected against loss and fraud
- Good for any funeral related expenses 
   anywhere in the country
- Portable anywhere in the country
- Refund of excess cash

Thursday   
February 26, 2009

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

NEW

Michelle H. Tucker 
CFP®, JD, CPA/PFS


