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From the Attorney’s Pen...
by Richard J. Sakoda, JD

Photo taken by Terri Owada

Recently, I’ve met with the families of several clients
who have died. Unfortunately, in too many cases, the
clients did not put their assets into their Living Trust as we
had recommended. Sometimes, I was able to find ways
to obtain the assets without going through the process of
probate, but in other instances, probate was necessary. I’d
like to dedicate this “Attorney’s Pen” to reminding all of our
clients to revisit the “funding” of their Living Trusts.
Funding can be a complicated matter. Each of you
was provided with recommendations in a letter when
you executed your Living Trust. Assets such as bank accounts and certificate of deposits, should be
transferred to ownership by your Living Trust. Other assets, such as life insurance and retirement assets
(e.g. IRAs) should not be put into trust ownership, but instead should have beneficiaries designated to
receive them at your death. These beneficiaries, depending on the assets and your situation, might be
members of your family, charities or your Living Trust.
In this Attorney’s Pen, I cannot tell you how to fund your Living Trust, as that varies from client to
client, based on their assets, their family, and their situation. Instead, I urge each of you to review the
ownership of your assets, and double-check your beneficiary designations. A good place to start is to
find the letter you were given when you executed your Living Trust and look at the recommendations
in the letter. However, please note that those recommendations were based on your assets, family,
situation, and the law as it existed at the time of the recommendations.
This brings up a good point. It is important to review and update your estate plan from time to time.
The Living Trusts prepared by our office are rewritten in light of changes in the law and, over time, have
features added to them to address situations our clients find themselves in, or to address the changing
landscape we live in. For example, clients who did their estate planning 20 years ago do not have back
up provisions in their Living Trust to deal with potential divorces, bankruptcies and other situations
which might arise at the time of their death. Today’s Living Trusts do have these provisions, and these
provisions have on more than one occasion saved a beneficiary’s inheritance. On the other hand,
there have been situations where a client did not update their Living Trust and one or more of their
beneficiaries have suffered financial loss because their Living Trust did not have the updated provisions.
Back to our original topic – FUNDING. As funding recommendations can change over time, it is
important that you come in to have your estate plan reviewed and updated. When you complete a full
update of your estate plan, you will get a new letter with funding recommendations based on your then
current assets, family and situation, and the laws at that time. In other words, just as your estate plan
needs to be updated, you also need to update your funding.
If you would like to review your estate plan, please call our office to make
an appointment. And with that, I wish all of you a marvelous 2016!
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Redskins Owner, Jack Kent Cooke’s Estate Goes Into Overtime
By: The American Academy of Estate Planning Attorneys
www.aaepa.com • blog.aaepa.com

Jack Kent Cooke is widely regarded as the greatest owner in the history of professional sports. He
was also well known for his attention to detail and uncanny business acumen. When it came time
to create his own estate plan, however, he left much to be desired. Although you may never own
a professional sports team or the Chrysler Building in New York, as Cooke did, you can still learn
several valuable lessons from his estate planning mistakes.
Cooke was born in Canada in 1912, and at the age of 14 he took his first job selling encyclopedias
door to door. He eventually managed and then owned radio stations in Ontario and Quebec. In
1951, Cooke purchased his first sports team, the Toronto Maple Leafs, a minor league baseball club.
He then went on to own the Washington Redskins (NFL), the Los Angeles Lakers (NBA), the Los
Angeles Kings (NHL), and the Los Angeles Wolves (United Soccer Association) before his death in
1997. By the time he died, Cooke had amassed a $1.3 billion fortune composed primarily of sports
teams, media companies, and real estate including the Chrysler Building, a New York landmark.
Unfortunately, he also left behind an estate plan that led to utter chaos, disputes among his family
and friends, and a $64 million professional services bill.
A Last Will and Testament is typically the foundation of the average estate plan. In Cook’s case, his
will had been amended eight times prior to his death and named not one, not two, but seven coexecutors. An executor is the individual responsible for overseeing the probate process following
the death of the person who wrote the will. Naming seven people to a position traditionally filled
by a single person is quite uncommon – and for good reason. Not surprisingly, Cooke’s seven
executors had frequent disagreements which caused unnecessary delays and eventually cost the
estate $17 million in executor fees. Family members and long-time friends and colleagues were
also pitted against each other.
Cooke’s unusual multi-executor team was not the only problem with his estate. In addition, his
estate lacked the liquidity to fulfill gifts made in the will and he also appeared to have conflicting
desires with regard to the disposition of his estate assets. Cooke indicated that he wanted the
Redskins to remain in the family while at the same time leaving it to a charitable foundation in an
attempt to reduce estate taxes. The problem was that Cooke did not have enough assets to fulfill
both of those requests when his estate entered the probate process. It appears that he might
have been counting on other assets to cover any tax liability the estate incurred, thereby leaving
the Redskins to be passed down to his son as Cooke had promised. What he likely didn’t realize is
that Federal gift and estate taxes must be paid first, before any testamentary gifts can be fulfilled.
If insufficient liquid assets exist to pay the estate’s tax bill, estate assets must be sold to raise the
Continued on Page 3
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Hawaii Tax Breaks for Disabled Persons

by Laurie Young-Kagamida, CPA

The State of Hawaii has a special exemption for persons with impaired sight or hearing, or who are
totally disabled. Disabled persons can claim an exemption for income tax and/or general excise tax
by filing Form N-172, obtained at http://files.hawaii.gov/tax/forms/2012/n172.pdf.
To qualify for the exemption, a person with impaired sight must have central visual acuity that does
not exceed 20/200 in their better eye, or have visual acuity greater than 20/200 with limited field of
vision. A person with hearing loss applying for the exemption must have average hearing loss in the
speech frequencies (500-2000 Hertz) of 82 decibels in the better ear. A disabled person applying
for the exemption must be totally and permanently physically or mentally disabled and unable to
engage in any substantial gainful business or occupation.
The form requires the signature of a certifying physician, optometrist or audiologist. Unless the
physician indicates a re-examination date, the form should be submitted once only to the Hawaii
Department of Taxation, Licensing Section.
A person with a qualified exemption may claim a Hawaii personal exemption of $7,000 in lieu of
their current 2015 exemption of $1144 plus an additional $1144 exemption for persons over age 65.
A person with a qualified disability exemption may also report as exempt up to $2000 of business
income from general excise tax.

Jack Kent Cooke’s Estate (cont’d)
necessary funds. In Cooke’s case, it seems that he overvalued assets such as the Chrysler Building.
This put the Redskins, and his promise to his son, at risk. In the end, Cooke’s will required seven
years to go through probate, cost the estate close to $100 million in fees, and caused immeasurable
grief and heartache to everyone involved.
Had Cooke taken the time to consult with, and listen to, an experienced estate planning attorney, the
outcome would undoubtedly have been different. To begin with, he should have created a trust in
addition to his will so that the specifics of his estate plan would remain private. Unlike a will, a trust
does not go through the probate process which keeps the will’s terms out of the public eye. Also,
an estate planning attorney likely would have strongly advised against naming seven executors,
or trustees had he created a trust. Naming seven executors or trustees all but guarantees a lengthy
probate process as well as dissention throughout the process, both of which will ultimately cost
the estate money. Finally, an experienced estate planning attorney would have insisted that the
plan contemplated various assets values at the time of death. Doing so would have ensured that
his estate had the liquidity necessary to pay any estate taxes due as well as the overall value to
fulfill gifts made in his will. The single most important lesson to be learned from the Cooke estate
is the importance of a well-thought-out estate plan created with the advice and guidance of an
experienced estate planning attorney.
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FREE Living Trust Seminar

Planning Your Estate Is About Love, Not Death
LIMITED SEATS
Call Today!

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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HONOLULU
Tuesday, May 17
Saturday, May 21
10:00 AM - 11:30 AM
Ala Moana Hotel
Carnation Room
410 Atkinson Drive

MILILANI
Thursday, May 19
10:00 AM - 11:30 AM
7:00 PM - 8:30 PM

With Proper Planning

Without 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.

Wayland Baptist University
Mililani Mauka
Room 1
95-1091 Ainamakua Drive
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.

Richard J.
Sakoda, JD

Wendy Miki
Glaus, JD

Kanani
Makaimoku, JD
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Michelle Scully
Hobus, JD
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SEATS ARE LIMITED. CALL TODAY (808) 531-5391
or REGISTER ONLINE www.sterlingandtucker.com

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

er

ive

-H

ou

a

r

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

AIEA

TRUST REVIEW

TRUST REVIEW

Wednesday, June 1
Saturday, June 4
10:00 AM
Japanese Cultural Center
Ewa Room
2454 South Beretania St

Thursday, June 2
10:00 AM
7:00 PM
Pearl Country Club
Pearl II Room
98-535 Kaonohi St
Facebook “f ” Logo

CMYK / .ai
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SEATS ARE LIMITED. CALL TODAY (808)531-5391
or REGISTER ONLINE www.sterlingandtucker.com
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Key Strategies To Consider When
Giving Children and Grandchildren a
Financial Boost

Compliments of:
Michelle H. Tucker
CFP®, JD, CPA/PFS
Tucker Wealth Management, Inc.
201 Merchant Street Suite 909
Honolulu, HI 96813

Clients often want to give money to children and grandchildren, or to
children of close relatives and friends. The spirit of giving is especially
(808) 791-1444
strong toward newborns and those who have achieved something special,
such as a graduation or recital. If the child is old enough to know how to spend the money and the gift is made with
no expectation that the child do something “wise” with the money, which is typical of relatively small gifts, then giving
money creates no complications – you can just give the child some cash and be done with it. However, if the child is
too young to know how to spend money or if the gift is of a larger amount, or if you do expect that the gift be saved
for some meaningful purpose in the future, then the fact that the recipient is a minor does create complications and
you will need to give the gift more thought.
One option is to give the money to the parents, but that simply shifts the burden to the busy parents and the money
could end up in the parents’ account, comingled and undifferentiated, and the child may never know that you made a
gift.
Another option is for you to open a separate account in your own name and not make a gift, yet, but earmark it for the
child’s future. You continue to own the money and can release it at any time, or not. Once that meaningful purpose
for the money arises, or the child reaches 18 and can open their own bank account, you can make the gift complete.
In the meantime, while you still own the account but intend to gift it at some future date, you can make the account
“POD”, meaning “payable on death”, in case you pass away before you have a chance to release it.
Until a few years ago, clients often wanted to complete the gift immediately in order to get the money out of their
own name, driven by an estate tax incentive. Now, the federal estate tax will apply to you only if you expect your net
worth to reach in excess of $5,450,000. As long as you don’t expect your net worth to grow that much, there is taxwise no urgency to put the gift in the child’s name. A separate account set up by you and payable on death to the
child might be the easiest way to fulfill your spirit of giving.
If you feel you want to make the child the legal owner of the gift now, as mentioned earlier, you need to give this more
thought. For gifts of cash to remain earmarked and saved for a child until the child reaches majority, which is 18 in the
State of Hawaii, either you or the parents will have to open a separate account for the child or hire an estate planning
attorney to assist you in setting up a trust for the child. Irrevocable trusts for minors offer the most flexibility.
Here are some of the key strategies to consider when giving children and grandchildren a financial boost, if you do not
want to set up a separate account. There’s no one-size-fits-all answer: The right choice for your situation will depend
on how much you intend to give as well as on your grandchild’s life stage and the goal of financial assistance.
Set up a UTMA account: UTMA accounts, which stands for Uniform Transfers to Minors Act, provide a way to save on
behalf of a minor child without setting up trust funds or hiring attorneys. As a donor, you appoint yourself or other
adults (such as the child’s parents) to look after the account. One of the key advantages with UTMA accounts is administrative ease. In an UTMA account, you can select among a broad range of investment options, including stocks and
mutual funds. If you are saving fairly small sums, these accounts can be a decent way to go, but there are two major
hitches. The first is that the assets become the child’s property when he or she reaches the age of 21, end of story. This
leaves the donor with no real control over how the money is spent. The second is that for college-bound children,
substantial UTMA assets can work against them in financial-aid calculations.
Contribute to a 529 Plan: These plans may build college savings while possibly creating a tax break. If you are saving
Continued on Page 7
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for a college-bound child or grandchild, section 529 college-savings plans may help you avoid the two key pitfalls of
UTMA accounts. First, the assets can remain the property of the account owner, not the child. Consequently, if one
grandchild does not end up going to college, you can use the 529 assets for another grandchild. Second, because 529
plan assets are considered the property of the account owner, they can have a relatively limited impact on financialaid eligibility. In addition, you will not owe taxes on 529 plan investment earnings from year to year, and withdrawals
from a 529 plan account will be tax-free provided you use them to pay for qualified higher-education expenses, such
as tuition and room and board. Finally, you may be eligible for a state tax break on your contribution to a 529 Plan, but
not in Hawaii. The availability of such tax or other benefits may be conditioned on meeting certain requirements. 529
plans are tax-deferred college savings vehicles. Any unqualified distribution of earnings will be subject to ordinary
income tax and subject to a 10% federal penalty tax.
Fund a Roth IRA: If your grandchild is older and working, you can contribute an amount equal to his or her earned
income, up to $5,000, to a Roth IRA. As with a UTMA account, you can put a range of investments inside a Roth; there
are no investment minimums or age limits on contributions. The money inside the Roth can grow tax-free until retirement, and the vehicle also offers some flexibility for withdrawals before that time. Specifically, contributions to a
Roth IRA can be withdrawn at any time and for any reason, to pay for college or anything else. However, the child will
likely be under the age of 59 ½ at the time of distribution for college, which means the investment-earnings piece of
the Roth IRA will be subject to income tax, but the child will circumvent the 10% penalty on early withdrawals if the
money is used for qualified college or certain other expenses. Roth IRAs for children carry one of the key drawbacks
that also accompany UTMA accounts: The child maintains control over the assets and can use the money for whatever
he or she wants at the age of majority. Consider an alternative: establish a Roth in your own name using your own
earnings for eligibility, make the child the beneficiary, withdraw the funds when you are 59 ½ or older, and give the
funds to the child for college or any other purpose. This will avoid income taxes on earnings, avoid the penalty, and
avoid being counted for financial aid purposes.
Funds in a traditional IRA grow tax-deferred but are taxed at ordinary income tax rates when withdrawn. Contributions
to a Roth IRA are not tax-deductible, but funds grow tax-free, and can be withdrawn tax free if assets are held for five
years. A 10% federal tax penalty usually applies to withdrawals prior to age 59 1/2. Please consult with a financial or
tax professional for advice specific to your situation.

Building Better Retirement Portfolios
AND Savvy Social Security Planning
Understand Why Today’s Retirees May Need New Retirement Strategies to Meet Their Retirement Needs
At this workshop you will learn about:
•
•

Retirement risks and challenges
Traditional retirement approaches

•
•

A “Total Return” strategy
Managing cash flow and emotions

What Baby Boomers Need to Know to Maximize Retirement Income
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?

At this workshop you will learn:

•

•

•

•

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

Thursday, June 16
10:00 AM - 11:30 AM

Seating is limited.
Call now to
reserve
your seat.

City Financial Tower
201 Merchant Street Suite 950
Honolulu, HI 96813
Michelle H. Tucker

CFP®, JD, CPA/PFS

City Financial Tower
205 Merchant Street Suite 950
Honolulu, HI 96813

Neighbor Island Seminars
FREE TRUST REVIEW SEMINARS
KAHULUI

Life Changes and Laws Change.

Thursday, June 9

Is your trust keeping up with the times?
HILO

10:00 AM - 11:30 AM

Maui Arts & Cultural Center
Haynes Meeting Room
One Cameron Way

Wednesday, May 4

10:00 AM - 11:30 AM

Kanani
Makaimoku, JD

Sangha Hall
Conference Room
424 Kilauea Avenue

To Reserve Your Seat Call:

(800) 807-3820
x322
or REGISTER ONLINE

www.sterlingandtucker.com

Michelle Scully
Hobus, JD

When did you last review
your trust?
Discover the Top Ten Defects
in most living trusts.

