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From the CPA’s Pen...
by Kent Kasaoka, CPA

Tax Season Greetings! Regardless of whether we
have a Sterling & Tucker CPA prepare our individual
income tax returns, use another preparer or selfprepare, many of us are feverishly trying to meet
the April 15 filing deadline. Filing an extension form
can be quite helpful. You will have an additional six
months to file your tax return, so your due date will
be October 15. The additional time will allow you
to file a complete and accurate tax return, as you
Photo taken by Terri Owada
may be waiting for Schedule K-1 from a trust/estate,
partnership or S corporation. You may also receive unexpected, corrected Form 1099s. It is more efficient to file a
correct original tax return, rather than filing an incorrect return, then an amended return. Amended returns must
be filed by paper, not electronically, so it may take several weeks, even months, for the government to process
it, then issue a refund check, if any. Refunds claimed on amended returns cannot be issued via direct deposit.
One benefit of obtaining an extension applies to business owners with retirement plans. An example is a selfemployed individual who would like to contribute to a Simplified Employee Pension Individual Retirement
Account (SEP IRA). That person would then have until October 15, 2015 to make a deductible contribution for
the 2014 tax year. Please note that an extension does not extend the deadline to contribute to a Traditional or
Roth IRA, which remains April 15, 2015.
Reminder- applying for an extension means you have more time to file your tax returns. It is NOT an extension
of time to pay any tax. Any unpaid tax, as of the original filing deadline, will be subject to late payment penalties
and interest. Additionally, the State of Hawaii will disallow an extension if the tax is not paid within 60 days of the
April 20 original filing deadline, which then triggers the late filing penalty. Extension payments for your 2014 tax
return should also include the 2015 first quarter estimated tax payment amounts, as those are due the same day,
April 15, 2015. After filing your 2014 tax returns, any overpayment may be applied to your 2015 tax payments.
Another reminder- compensated tax return preparers must receive written authorization from their client
instructing them to file an extension on their behalf.
As you can see, applying for an extension to file your income tax return is acceptable. Approximately 15 million
personal income tax returns are filed after April 15 every year. Extending your return will NOT increase the
likelihood of being audited by the IRS.
In closing, we would like to reflect on our 2015 Client Appreciation event in January, which was spectacular,
with representation from all Sterling & Tucker entities: Sterling & Tucker, LLP, Sterling & Tucker, Inc., and Tucker
Wealth Management, as well as a dynamic guest speaker on elder abuse. We are especially grateful for all of
those who generously gave to our FoodBank drive. We collected $725.00 in cash
donations and collected THREE bell carts (493 pounds) of canned goods for the
Hawaii FoodBank. Mahalo for your generous, giving hearts.
Best wishes for a successful tax return filing season!
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Achieving a Better Life Experience
(ABLE) Act of 2014

Compliments of:
Laurie Young-Kagamida,
Jo Ochs, Kent Kasaoka
Certified Public Accountants

How can families of disabled persons save without jeopardizing Medicaid or SSI benefits? We
shared this article from Thomson Reuters/Tax & Accounting at our recent Client Appreciation
seminar. It generated so much interest that we ran out of copies. If you missed it and are interested in incentives to save for disability-related expenses, please read this article on the ABLE
Act of 2014.
The tax laws have long encouraged Americans to save for college for their kids and to save for
their retirement, but for families of those with disabilities, there was no tax-advantaged way
for them to save for those individuals. The recently enacted "Achieving a Better Life Experience
(ABLE) Act of 2014" contains an important new provision which changes that. The new law,
which applies for tax years beginning after December 31, 2014, allows for the creation of ABLE
accounts, which are tax-free accounts that can be used to save for disability-related expenses.
Here are the key features of ABLE accounts:
• ABLE accounts can be created by individuals to support themselves or by families to support
their dependents.
• There is no federal taxation on funds held in an ABLE account. Assets can be accumulated,
invested, grown and distributed free from federal taxes. Contributions to the accounts are
made on an after-tax basis (i.e., contributions aren't deductible), but assets in the account
grow tax free and are protected from tax as long as they are used to pay qualified expenses.
• No federal tax benefits are provided for those who contribute to an ABLE account.
• Money in an ABLE account can be withdrawn tax free if the money is used for disability-relat
ed expenses. Expenses qualify as disability related if they are for the benefit of an individual
with a disability and are related to the disability. They include education; housing; transporta
tion; employment support; health, prevention, and wellness costs; assistive technology and
personal support services; and other IRS-approved expenses.
• Distributions used for nonqualified expenses are subject to income tax on the portion of such
distributions attributable to earnings from the account, plus a 10% penalty on that portion.
• Each disabled person is limited to one ABLE account and total annual contributions by all
individuals to any one ABLE account can be made up to the gift tax exclusion amount
($14,000 in 2014 and 2015, which is adjusted annually for inflation). Aggregate contributions
Continued on page 3
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are subject to the State limit for education-related Section 529 accounts.
• ABLE accounts can generally be rolled over only into another ABLE account for the same
individual or into an ABLE account for a sibling who is also an eligible individual.
• Eligible individuals must be blind or disabled, and must have become so before turning 26,
and must be entitled to benefits under the Supplemental Security Income (SSI) or Social
Security Disability Insurance (SSDI) programs. An individual doesn't need to receive SSI or
SSDI to open or maintain an ABLE account, nor does the ownership of an account confer
eligibility for those programs. Alternatively, an individual can become eligible if a disability
certificate for the individual is filed with IRS.
• ABLE accounts have no impact on Medicaid or SSI, although SSI payments are suspended
while a beneficiary maintains excess resources in an ABLE account. More specifically, the first
$100,000 in ABLE account balances is exempted from being counted toward the SSI program's
$2,000 individual resource limit. However, account distributions for housing expenses are
counted as income for SSI purposes. Assuming the individual has no other assets, if the
balance of an individual's ABLE account exceeds $102,000, the individual is suspended, but
not terminated, from eligibility for SSI benefits but remains eligible for Medicaid.
• Upon the death of an eligible individual, any amounts remaining in the account (after
Medicaid reimbursements) will go to the deceased's estate or to a designated beneficiary and
will be subject to income tax on investment earnings, but not to a penalty.
• Contributions to an ABLE account by a parent or grandparent of a designated beneficiary are
protected in bankruptcy. In order to be protected, ABLE account contributions must be made
more than 365 days prior to the bankruptcy filing.
On a related note, the new legislation also changes the rules regarding investment direction for
Section 529 qualified tuition programs, permitting investment direction by an account contributor or designated beneficiary up to two times per year.
Under prior law, no investment direction was allowed,
although Treasury guidance allowed such direction up to
once per year.
We hope this information is helpful. If you would like
more details about these changes, or are interested in the
CPA services at Sterling & Tucker, Inc., please call us at (808)
531-5391.

Living Trust
Medicaid and Veterans
Benefits Planning Seminar Seminar
Protect Your Wealth From Catastrophic
Nursing Home Costs. Find out how to
plan before you need long-term care.
Learn how to access your
veterans benefits you
have earned and deserve.

In this seminar learn:
v

How you can be
impoverished by
nursing home costs.

v

How you can qualify for
Aid & Attendance and
Housebound Veterans
Benefits.

v

How to use “Medicaid
Triggers” in your
planning.

v

Why “traditional estate
planning” won’t help
with nursing home
costs.

v

How proper planning
can protect your
assets.

v

What documents you
need to plan for the
future.
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Find Out How to Transfer
Your Estate to Your Family
Quickly— Without Probate Fees
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With Proper Planning

Without Proper Planning

t Your estate will transfer
quickly to your family
upon your death without
the expense of probate.

t Your estate may go through
probate, taking months or even
years, and probate fees could
be substantial.

t If you’re married, proper
planning can shield twice
as much from federal
estate taxes.

t If you’re married, without proper
tax planning, your family may
owe federal estate taxes of
40%.

t You’ll avoid a
conservatorship if you
become incapacitated;
your estate will be run as
you see fit.

t If you become incapacitated,
or unable to sign documents, a
court may assign a conservator
to run your estate as he or she
sees fit.

HONOLULU

AIEA

AIEA

HONOLULU

Tuesday
March 3

Thursday
March 5

Thursday
March 5

Saturday
March 7

10:00 AM - 11:30 AM

7:00 PM - 8:30 PM

10:00 AM - 11:30 AM

10:00 AM - 11:30 AM

Ala Moana Hotel
Carnation Room
410 Atkinson Drive

Pearl Country Club
Pearl II Room
98-535 Kaonohi Street

Pearl Country Club
Pearl II Room
98-535 Kaonohi Street

Ala Moana Hotel
Carnation Room
410 Atkinson Drive

SEATING IS LIMITED
Call now or register online
for reservations

(808) 531-5391

Preserving Your Legacy, Protecting
Your Wealth Since 1991

ext. 330

Michelle H.
Tucker, JD

Richard J.
Sakoda, JD

www.sterlingandtucker.com

Wendy Miki
Glaus, JD

Kanani
Michelle Scully
Makaimoku, JD
Hobus, JD
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Free Living Trust Seminar
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Planning Your Estate Is About Love, Not Death

HONOLULU
Wednesday, April 1
10:00 AM - 11:30 AM
Saturday, April 4
10:00 AM - 11:30 AM
Ala Moana Hotel
Carnation Room
410 Atkinson Drive

WAIKELE
Thursday, April 2
10:00 AM - 11:30 AM
7:00 PM - 8:30 PM
Waikele Country Club
Restaurant
94-200 Paioa Place

Attend one of these seminars and you’ll receive
a FREE, one-hour, private consultation (up to a
$300 value) to answer any questions you have
about setting up your personal Living Trust.
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Without Proper Planning

With Proper Planning

l Your estate will transfer quickly to l Your estate may go through probate,
taking months or even years, and
your family upon your death without
probate fees could be substantial.
the expense of probate.
l If you’re married, proper planning
can shield twice as much from
federal estate taxes.

l If you’re married without proper
tax planning, your family may owe
federal estate taxes of 40%.

l If you become incapacitated, or
l You’ll avoid a conservatorship if
unable to sign documents, a court
you become incapacitated - so your
may assign a conservator to run
estate will be run as you see fit.
your estate as he or she sees fit.

(808) 531-5391

SEATING IS LIMITED
Call now or register online
for reservations

ext. 330

www.sterlingandtucker.com
Free Parking and
Light Refreshments
at all seminar locations

Serving Hawaii’s Families Since 1991.
We will be here for you and your
future generations.
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Greatest

A Financial Update by
Michelle H. Tucker
CFP®, JD, CPA/PFS
Tucker Wealth Management, Inc.
820 Mililani Street Suite 401
Honolulu, HI 96813

of the Great Recession

(808) 791-1444

This article is a continuation in our series on the Great Lessons of the Great Recession, as articulated by Joni Clark,
CFA, CFP®, Chief Investment Officer at Loring Ward, with insightful illustrations. This lesson should be of particular relevance because of the very low prevailing interest rates, which have little room to go lower. I hope you can
apply these lessons in some way to your personal life. My website, www.tuckerwealth.com, contains more helpful
information about preparing for and planning during retirement.

LESSON FIVE

Don’t Take Unnecessary Risks with Bonds
Prompted by the low-interest rate environment that preceded 2008, some investors began to stray from high-quality bonds
in an effort to increase income yields or enhance returns in the bond component of their portfolio. Many investors do not
fully understand the risks in bonds and often believe that all bonds are “safe.”
Unfortunately, the credit risks in bonds become more apparent during bear market periods, and they became even more so
during the Great Recession because of the severe credit and liquidity crisis that occurred. Bonds with any degree of credit
risk suffered significant price declines, along with the stock markets.
In addition to credit and default risk, a bond’s riskiness and performance potential are also closely tied to its maturity.
The longer a bond’s maturity, the more its price will move when interest rates rise or fall. During the extreme market
environment of the Great Recession, long-term Treasuries generated the highest returns because interest rates declined
sharply as investors sought the safe haven of U.S. government bonds. But it is important to remember that long-term
bonds will generally suffer the most when interest rates rise.
This graph illustrates the relationship between the length of a bond’s maturity and its sensitivity to interest rates. The
greater a bond’s maturity, the greater the maturity risk.
Fixed Income
Maturity Risk
1970-2012

10%

Average rise in price during
declining interest rate periods
5.9%

5%

0%

9.8%

1.3%
-1.2%
-3.9%

-5%

Average decline in price during
rising interest rate periods
-10%

Short-term
Government
Bonds

Intermediate-term
Government
Bonds

-8.3%
Long-term
Government
Bonds
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Financial

March
April

(cont’d)

2015

Page 7

Continued from page 6; Don’t Take Unneccesary Risks with Bonds
Source: Morningstar, January, 2013. Short-term government bonds are represented by the one-year U.S. government bond for 1970–2012. Intermediateterm government bonds are represented by the five-year U.S. government bond and long-term government bonds by the 20-year U.S. government bond.
An investment cannot be made directly in an index. The data assumes reinvestment of all income and does not account for taxes or transaction costs.
For the annual periods 1970 through 2012, each year was categorized as a year when yields rose or a year when yields fell. The price changes during all
years when yields rose were then averaged. The same was done for years in which yields declined. The price change was isolated, as opposed to the total
return, so that the effect would be more pronounced.

From 1970–2012, shorter maturity bonds were relatively insensitive to movements in interest rates, dropping an average of
–1.2% when interest rates rose and gaining an average of 1.3% when interest
rates fell. Bonds with longer maturities were the most sensitive, dropping an
average of –8.3% when interest rates rose and gaining an average of 9.8%
when interest rates fell.
We believe the primary role of bonds in a long-term portfolio is to reduce the
portfolio’s overall volatility. That is why we recommend high-quality, shortterm bonds. We believe that other bonds do not offer an attractive risk reward
profile over longer periods of time.
Bonds and fixed income funds will decrease in value as interest rates rise.

Savvy Social Security Planning
What Baby Boomers Need to Know to Maximize Retirement Income
At this workshop you will learn:

•

•

•

•

•

Learn the answers to these questions:
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?

Thurs, April 23, 2015
10:00 AM - 11:30 AM

•
•
•

820 Mililani Street
Fourth Floor
Downtown Honolulu

5 factors to consider when applying for benefits
How to minimize taxes on Social Security benefits
How to estimate your benefits
How to coordinate SSI with other retirement income

Seating is limited.
Call now to reserve
your seat.
To Reserve On Oahu Call:

(808) 531-5391 ext. 344

Michelle H. Tucker

CFP®, JD, CPA/PFS

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: terrio@sterlingandtucker.com OR Call Us: Oahu: (808) 531-5391
Neighbor Island: (800) 807-3820

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

Neighbor Island Seminars
Free LIVING TRUST SEMINARS
HILO
KAHULUI
Thursday, April 9

10:00 AM - 11:30 AM

Michelle Scully
Hobus, JD

Maui Arts & Cultural Center
Haynes Meeting Room
One Cameron Way

At this seminar, learn:
w The advantages and disadvantages of wills
and living trusts
w How to protect your estate if you become
disabled (Not all Powers of Attorney are valid)
w About divorce and credit protection
...and much more

Wednesday, March 11

10:00 AM - 11:30 AM

Uncle Billy’s Hilo Bay Hotel
Leilani Room
87 Banyan Drive

To Reserve Your Seat Call:

(800) 807-3820
x330
or REGISTER ONLINE

www.sterlingandtucker.com

Kanani
Makaimoku, JD

Find out what will happen
with a living trust.
Find out what could happen
without a living trust.
Avoid the high cost and
emotional stress that comes
with probate.

