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From the Attorney’s Pen...
by Kanani Makaimoku, JD

To Our Valued Clients,
If you are like most people, you likely felt a great
sense of relief after you put your pen to paper to
complete the final signing of your revocable living
trust documents. And why shouldn’t you have been
relieved? You had finally overcome the obstacles
and excuses that until then had prevented you
Photo taken by Terri Owada
from getting your estate planning in order. While a little celebration
was certainly warranted, it is important to remember that simply creating your revocable
living trust is only the first step to insuring that you and your loved ones will be protected
in the event of your incapacity or death. The most important act, and the one that is most
often overlooked, involves the process of funding your trust. As we emphasize in our trust
seminars, your revocable living trust can only control the assets contained within it. Failing
to place assets in your trust is akin to a shiny new car with an empty gas tank or a beautiful
book cover without any pages—attractive, but lacking substance.
In an effort to guide you through the process of funding your trust, we include two
important resources in your Sterling & Tucker Estate Planning Portfolio. The first resource is
the Funding Instructions, which you will find in your binder. The other important funding
resource is the Estate Planning Letter, which was written especially for you by your attorney.
We acknowledge that funding is not always as easy or simple as it should be, but it is
essential to the success of your revocable living trust.
Given the importance of proper funding and the frequency with which clients pose
questions to us about this process, it is a good time for us to review funding procedures. If
you have questions about the funding process or you feel you could benefit from a refresher,
please read the funding article contained on page 3 in this edition of our client newsletter.
As always, if you believe you require additional guidance due to the nature of your particular
assets, please do not hesitate to call us. We recommend that clients have their trusts
reviewed at regular intervals, at least every four to five years. It may be time for you to
consider meeting with your attorney to insure your estate planning
and the funding of your trust is in proper order.
With Much Aloha,
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Tax Aspects of Entering a Nursing Home
by Laurie Young-Kagamida, CPA

Are you or is a loved one entering a nursing home? Can the monthly payments be deducted?
What happens if you sell your home? Can you still use the home sale gain exclusion if you are in
a nursing home? These and other questions that may arise are discussed below.
Deductibility of nursing home payments
If a resident is in a nursing home principally for medical care, the amounts paid for qualified
long-term care are deductible as a medical expense. Otherwise, only the portion of fee allocable
to medical care is deductible. For a chronically ill resident, all qualified long-term care services
are deductible.
Qualified long-term care includes services that are diagnostic, preventive, therapeutic, curing,
treating, mitigating or rehabilitative. Maintenance or personal care services for a chronically
ill resident are also included. A chronically ill resident must be certified as unable to perform
without substantial assistance, for a minimum of 90 days, at least two of the following activities
of daily living, including eating, toileting, transferring, bathing, dressing and continence. A
resident with severe cognitive impairment also qualifies as chronically ill.
Selling a home
A person selling their home can exclude $250,000 of gain by meeting the ownership and use
tests, or in other words, owning and using the home as a principal residence for at least two of
the five years preceding the sale. If the seller becomes physically or mentally unable to care for
him or herself during the five year period prior to sale and owned and lived in the home as a
principal residence for at least one year, the seller would be considered to have used the home
as a principal residence at any time during the five year period in which the resident resides in a
facility (including a nursing home) licensed to care for an individual in the resident’s condition.
So a resident who moved in and out of a nursing home during the five years preceding sale
would meet the use test if he or she owned and used the property as a
principal residence for periods aggregating at least one year.
Farewell to Jo Ochs, CPA
We bid a sad aloha to Jo Ochs in April 2015. Jo was a part of Sterling &
Tucker for 8 years and we will greatly miss her. Jo’s clients are encouraged
to contact CPAs Kent Kasaoka or Laurie Young-Kagamida to take care
of their tax and accounting needs. We will be contacting tax clients on
extension prior to the tax deadlines to complete their income tax returns.
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by Kanani Makaimoku, JD

It is important to all of us at Sterling & Tucker that you reap the most benefit out of your revocable living
trust. In order to benefit fully from the protections offered in the event of your incapacity or death,
proper funding of your trust is a must.
Funding is the term we use to refer to retitling assets from your individual name (or joint names, in the
case of spouses), to the name of your trust. Funding should be done as soon as practicable after you
sign your trust documents. When retitling assets to trust, you are effectively insuring that you do not
leave any assets in your individual ownership upon your death. Owning assets in your individual name
may be problematic, as it may expose your estate to probate. Probate is not ideal for many reasons,
namely because of the high expense involved, the lengthy duration, and the public nature of probates.
Although funding in the traditional sense involves changing ownership of assets to the trust, it also
refers to the situation of naming the trust as the primary or contingent beneficiary on assets that allow
for the naming of pay on death beneficiaries. The ultimate goal, then, is to insure that your estate will be
governed by the terms of your revocable living trust. This will allow your named successor trustees to
step in to manage the trust on your behalf in the event of your disability or incapacity. It will also allow
your trustees, upon your death, to seamlessly carry out the terms of your trust agreement.
There are two important guides provided to you to aid you in the funding process. The first resource
is the Funding Instructions, which you will find in your Estate Planning Portfolio binder. The Funding
Instructions includes both the formal and informal names of your revocable living trust, both of which
may be required when retitling assets to your trust. We feature the various assets that most people
own, including, but not limited to bank and credit union accounts, CDs, safe deposit boxes, investment
securities, partnership interests, business interests, real property, life insurance, retirement accounts
and personal property, and we provide clear instructions about transferring these assets to trust. The
other important funding resource included with your trust documents is the Estate Planning Letter,
which was specially crafted for you by your attorney. You will find that your attorney has made specific
recommendations to you regarding the transfer of particular assets to your trust. Your attorney has also
made recommendations about beneficiary designations on assets that require a beneficiary, such as life
insurance policies and IRA/SEP, Pensions, Profit Sharing Plans and Deferred Annuities.
There are a multitude of reasons why it is vitally important to fund your trust. For one thing, assets
held outside of your revocable living trust are not subject to control and management by your named
successor trustees. Should you become disabled or incapacitated during your lifetime, a guardianship
or conservatorship will be necessary in order to give these trusted individuals the authority to manage
those assets on your behalf. Funding is also important because assets owned in your individual name
upon your death may require probate before they are distributed. Probate is by no means any easy or
painless process in Hawaii. It also has the consequence of fracturing families who may disagree upon
the distribution of assets. We know it is important for your named beneficiaries to receive the assets you
intend for them to receive. This is not always the result if an estate must be probated.
Continued on page 7

Have You Reviewed Your Trust Lately?
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Life Changes and Laws Change. Is your trust keeping up with the times?
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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

KANEOHE

HONOLULU

TRUST REVIEW

TRUST REVIEW

Wednesday, July 8
Saturday, July 11
10:00 AM
Ala Moana Hotel
Carnation or Plumeria Room
410 Atkinson Drive

Thursday, July 9
10:00 AM
7:00 PM
Koolau Ballrooms
Makai Room
45-550 Kionaole Road
Facebook “f ” Logo

CMYK / .ai
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CMYK / .ai

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

Free Living Trust Seminar
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Planning Your Estate Is About Love, Not Death
LIMITED SEATS
Call Today!
HONOLULU

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 creating
your personal Living Trust.
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Wednesday, August 5
10:00 AM - 11:30 AM
Saturday, August 8
10:00 AM - 11:30 AM
Ala Moana Hotel
Carnation Room
410 Atkinson Drive

WAIKELE
Thursday, August 6
10:00 AM - 11:30 AM
7:00 PM - 8:30 PM
Waikele Country Club
Restaurant
94-200 Paioa Place

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.

Facebook “f ” Logo

Michelle H.
Tucker, JD

Richard J.
Sakoda, JD

CMYK / .ai
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Wendy Miki
Glaus, JD

Kanani
Michelle Scully
Makaimoku, JD
Hobus, JD
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Are You Ready For The Bear?
With the total U.S. stock market and international markets up
more than 229% and 121% respectively, since their lows of
March 2009, patient long-term investors certainly have much to
celebrate.

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

While strong bull markets like these can have a major impact on
your portfolio, one of the biggest determinants of the success or failure of an investment portfolio — in my
experience — is simply this: emotions.
As this Cycle of Market Emotions chart illustrates, it is all too easy to let emotions guide how we react to
market movements. Exuberance or panic can cause us to buy high or sell low — and thereby potentially
compromise, even derail, our long-term financial plans.
Sadly, we can’t predict the future, and I’m skeptical of those who try. But since 1926, we’ve seen down
1
markets in America (as measured by the S&P 500) occur about 27% of the time. And this isn’t necessarily
a bad thing. Periodic market declines are the necessary and normal price of successful investing. You can’t
earn the long-term historical returns of global markets without experiencing some ups and downs along the
way. To state the obvious, if there was no risk, there’d likely be no return.
For you to manage through bear and bull markets and stay on track towards what matters most — achieving your long-term goals – pay attention to these three critical things:
• Rebalancing your portfolio periodically so it stays aligned with your goals
• Making sure emotions and short-term thinking don’t compromise your future
• Not trying to outguess markets
Set aside some time to review how you are doing in terms of your wealth plan and investment portfolio, as
well as your progress towards your goals. Make sure you are well positioned, no matter what the markets
are doing.

For Illustration Purposes Only
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The most valuable asset that most of us own is our home. Many people
own multiple homes in multiple states. A word of caution about real estate,
though; real property in Hawaii will always be subject to probate if it is owned
in your individual name upon your death. It is vitally important that you
retitle the ownership of your homes and timeshares to your trust. Most of this
retitling is done via a property deed, which you likely engaged us to prepare
at the time of the signing of your trust documents. However, problems arise
when properties are purchased after the signing of trust documents. It is not
unusual for clients to overlook conveying later-purchased properties to trust.
Further, many people are unaware that it is common practice in a refinance for the lender to remove the
property from the trust. Oftentimes the property is not placed back into the trust, leaving it vulnerable
to probate.
Some of you may have been instructed in the past to leave your tenants by the entirety (spousal
ownership) property out of trust in order to retain the creditor protection attached to that type of
ownership. As of 2012, legally married spouses may now enjoy the same creditor protection attached to
tenants by the entirety ownership even after real property is conveyed to trust.
If you believe that your real property is not owned by your trust, or you feel that the funding process is
incomplete, please contact us to discuss your options.

Is the Beneficiary of Your IRA the IRS?

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

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

(808) 791-1444

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

Thursday
August 13, 2015

10:00 AM - 11:30 AM

820 Mililani St, 4th Floor
Honolulu, HI 96813
Michelle H. Tucker
CFP®, JD, CPA/PFS

820 Mililani Street, 4th Floor
Honolulu, HI 96813

Neighbor Island Seminars
Free LIVING TRUST SEMINARS
HILO
KAHULUI
Thursday, August 20

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, July 15

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.

