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From the Attorney’s Pen...

Vol. 109

by Richard J. Sakoda, JD

In this month’s Attorney’s Pen, I would like to remind everyone that the Federal Estate Tax exemption was changed to
$5,000,000 (adjusted annually at the rate of inflation), at the
very end of 2012. With the inflation adjustment, the exemption is currently $5,490,000 for individuals who die in 2017.
Prior to this change, the Federal Estate Tax exemption was
scheduled to be only $1,000,000 per person with no inflation
adjustments.

What does this mean? Prior to the change, traditional planning for a married couple emphasized the creation of two or more trusts at the death of the first
spouse to die. By doing so, couples could preserve the estate tax exemption of the first of them to
die and get the benefit of up to two exemptions. This usually involved the creation of a “Family Trust”
to hold the deceased spouse’s share of the estate. The Family Trust is an irrevocable trust. It cannot
be changed by the surviving spouse. Its assets have to be accounted for separately (extra bookkeeping). If it has income, it needs to file its own state and federal fiduciary income tax returns (extra tax
prep fees, sometimes as much as $1000 a year). If it has a rental property, it needs to obtain its own
Hawaii General Excise License and file its own GE Tax Returns (more tax prep fees). Its capital assets,
such as real property, do not get a step-up in basis at the death of the second spouse to die (loss of
a tax benefit). Basically, it was annoying and expensive to operate, but people did it to save estate
taxes, which could easily run tens or hundreds of thousands of dollars.
Now, most married couples no longer need to worry about paying an estate tax (as most couples
don’t have $5,000,000 or more in assets). Thus, unless there is a non-tax reason to hold the assets of
the first spouse to die in an irrevocable trust, many married couples are changing their estate plan
or trust to eliminate the requirement that an irrevocable Family Trust must be created.
Many of you have come in over the last few years to update your trusts to eliminate the requirement
for an irrevocable Family Trust when one spouse dies. However, there are still many others who
have not come in to update their trust in light of the new, higher exemption, and still have provisions in their trust requiring the use of an irrevocable Family Trust.
Therefore, if you haven’t had your estate plan reviewed since 2013, I strongly recommend you call
our office to schedule an appointment to review and update your estate plan.
With Much Aloha,
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Individual Retirement Account Update

by Laurie Young-Kagamida, CPA

2017 IRA Limits
The maximum IRA contribution limit for tax year 2017 is $5,500. Persons aged 50 or older
by December 31, 2017 can contribute an additional $1,000 for a total contribution of $6,500.
2017 IRA contributions can be funded until April 16, 2018.
Single taxpayers covered by an employer’s retirement plan can deduct a traditional IRA contribution with modified AGI of $62,000, with a phaseout range of $62,000 to $72,000. Married Filing Joint
taxpayers covered by employer retirement plans can
deduct traditional IRA contributions with modified
AGI of $99,000, with a phase-out range of $99,000 to
$119,000. If a taxpayer is not covered by an employer’s retirement plan and their spouse is covered by
an employer’s retirement plan, the phase-out range
increases to $184,000 to $194,000.
For 2017 Roth IRA contributors, the phase-out ranges
of modified AGI are $184,000 to $194,000 for Married
Filing Joint taxpayers and $117,000 to $132,000 for
Single or Head of Household filers.
IRA Recharacterization Rules
If you made a contribution to a Roth or traditional IRA
and then decided that a different IRA would be more
advantageous, or realized that your traditional IRA
deduction is limited, there may be a solution for you.
If you made a $5,500 traditional IRA contribution,
and upon calculating your taxes learned that the
$5,500 was not fully deductible, you may be able to transfer the nondeductible contribution
amount to a Roth IRA. Your IRA contribution would have to be within the maximum IRA
contribution limits and you would have to qualify to make a Roth IRA contribution. The
recharacterization can occur up to the due date of your return, including extensions, and you
would need to make an election to recharacterize the contribution which includes notification to the trustees of both IRAs. Please contact your CPA and investment advisor for more
information.
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by Terri Owada

Unless you are a 3D Wealth Advisors client, you have little knowledge of Michelle Tucker, Financial
Advisor, and her support system. While you are privy to a peephole’s view of her exorbitant knowledge
through her financial articles, you in all probability know very little as to the everyday function of her
firm. As expressed in our March/April 2016 newsletter, Michelle changed her company name from
Tucker Wealth Management to 3D Wealth Advisors, to reflect that her services are a collaborative
approach to working with her clients.
Internally, Michelle depends greatly on Wendy “Corbin” Pate, who has been with her for the
last six years, assisting her with much of the behind-the-scenes functions. As 3D Wealth
Advisors grows and thrives, so does Michelle’s staff. At the turn of the new year, Corbin has
ascended to become Michelle’s Financial Services and Compliance Administrator. They will
hire someone to handle many of Corbin’s duties. On a personal note, Corbin loves to bake
and is a proud mother of two amazing teenage boys. Congratulations, Corbin!

Meet My Marketing Team

by Terri Owada

I have been with the firm since August of 2009. During these past years, I have seen a few people
come and go, yet the majority of the staff are lifers. I plan to be here until I retire, as does many at this
wonderful firm.
One of the many things I love about Sterling & Tucker is their ability to adjust in assisting the staff to
be more efficient and effective for you, our clients. After we said our farewells to one of our best
Client Coordinators, Delano Jean-Pierre, who moved back to the mainland, we came up with the idea
of forming a “Marketing Team” --- team being the operative word. When one person is backed up and
needs to get a job done, another is there to help carry the load.
First member you meet on our team is Angie Nakamura, who sits up front. Therefore, she
is most likely the one who will greet you when entering through our glass doors. You
might need to stretch your neck to see her behind the computer monitor, but don’t let
her height fool you. She is one of the fastest learners I’ve seen come through our doors.
Angie has an “I can do it” spirit, accompanied with a bright smile.
Next is Lorene Azama, who strives to lighten my load, even though her focus is primarily
on maintaining our social media and website. She has an excellence about her. I would
venture to say her family is responsible for shaping her into the respectful, generous,
thoughtful, and conscientious woman she is. Her passion is cooking, entertaining and
interior design; not necessarily in that order. So you can imagine how good she is at it all.
While her favorite food is French cuisine, her DNA favors baking. Lucky us!
For those of you who have been the recipient of Delano’s genteel reception, you’ll be
happy to hear of his return. That’s right! Our most courteous, respectful, and well-mannered Delano will share the responsibilities of the front desk and other administrative
functions with Angie upon his return to Sterling & Tucker at the end of April. We’re all so
excited to have him back, as I’m sure you will too!
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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

HONOLULU

MILILANI

TRUST REVIEW

TRUST REVIEW

Saturday, May 13
Wednesday, May 17
10:00 AM
Oahu Veterans Center
Mauka Room
1298 Kukila Street

Thursday, May 25
10:00 AM
7:00 PM
Wayland Baptist University
Miliani Mauka
95-1091 Ainamakua Dr
Facebook “f ” Logo

CMYK / .ai

Facebook “f ” Logo

CMYK / .ai

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

HONOLULU
Saturday, June 3
Wednesday, June 7
10:00 AM - 11:30 AM
Ala Moana Hotel
Carnation Room
410 Atkinson Drive

WAIPAHU
Thursday, June 1
10:00 AM - 11:30 AM
7:00 PM - 8:30 PM

With Proper Planning
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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.

Filipino Community Center
Room TC1/TC2
94-428 Mokuola St
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

Facebook “f ” Logo

Michelle Scully
Hobus, JD

CMYK / .ai

Facebook “f ” Logo

CMYK / .ai

SEATS ARE LIMITED. CALL TODAY (808)531-5391
or REGISTER ONLINE www.sterlingandtucker.com
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Who Should Be The Beneficiary of Your IRA?
If you have a living trust, congratulations. As a result of creating
a trust, assets in the trust can be distributed relatively quickly to
your heirs upon your disability or death, avoiding probate and
guardianship.

Compliments of:
Michelle H. Tucker
CFP®, JD, CPA/PFS
3D Wealth Advisors, Inc.
201 Merchant Street Suite 909
Honolulu, HI 96813
(808) 791-1444

Some of your assets can be quickly distributed to your heirs
without a probate and you don’t need a trust either – IRAs, 401(k) s and other retirement accounts are
among them. All you have to do is name the heirs as beneficiaries on the proper form provided by the
custodian of the account. If you trust your beneficiaries implicitly to do the right thing with the IRA after
you die, then simply name the beneficiaries on the form in the space provided. You will probably have
very limited space to control who succeeds to a share if one of the primary beneficiaries is not alive at
the time of your death. Planning for secondary or contingent beneficiaries is often more complex than
naming the primary beneficiary.
We generally do NOT recommend naming a trust as your beneficiary on IRAs and other retirement accounts, unless you have a very, very good reason to control the use of the funds by the beneficiary after
you die. If you do have a good reason to control the IRA because a quick distribution of IRA benefits to
your heirs is not desirable, then you should attend one of the Sterling & Tucker workshops that are held
at our office and learn more before you name the trust as a beneficiary. Let’s look at a few situations
where it might be appropriate to name your trust as the beneficiary:
If you have minor children who cannot manage the inherited IRA. You would not want minors having
ready access to the IRA, and neither would they be allowed ready access by the custodian because of
their age. Access is very much delayed if the beneficiary is a minor. This is because the custodian will
withhold the funds pending the appointment of a guardian of the child’s inherited IRA.
If you worry that the beneficiary may not exercise wise judgment. An IRA beneficiary inexperienced in
money management perhaps should not have unrestricted access to the full value.
If you have children from a prior marriage. Supporting your new spouse may be your primary objective,
but you may not have completely abandoned your desire to leave a legacy to your children. If you want
any excess benefits to revert to the children upon the death of your current spouse, naming the trust
might be the right decision.
If you are concerned that your surviving spouse may remarry and lose sight of your children. Again, you
want to ensure that your children receive something, secondary only to the wellbeing of your surviving
spouse. You don’t want the IRA to go to his or her new spouse.
If the special needs of one of your heirs qualifies that person for needs-based government benefits. In
this case, if you name the child as beneficiary of the IRA, the unrestricted access that the child has over
the IRA will cause loss of eligibility for benefits, such as medical coverage and supplemental security
income benefits. Be very careful in cases like this.
If your assets, including the IRA, when combined with your spouse’s assets, exceed the amount your
Continued on Page 7
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spouse can leave estate tax-free. In this case, a substantial amount may be lost to estate taxes if you
name your spouse as beneficiary, and name a trust as beneficiary may be the right decision.
How do you benefit the intended beneficiary, and avoid both probate and the problems just discussed?
The solution is to name a specially designed trust – we call it a Family Retirement Preservation Trust © as the beneficiary of the IRA, and to name the child/spouse/other heir as the beneficiary of the trust. We
prefer that there be a separate trust for each beneficiary. Why? This makes it possible for the beneficiary
of the trust to withdraw the benefits from the trust as slowly as possible, thereby deferring income taxes
as long as possible.
If you have a large IRA or other retirement fund, consider creating a Family Retirement Preservation
Trust © to ensure that:
- benefits can be withdrawn as slowly as possible
- payment of deferred income tax is postponed as long as possible
- you protect unspent benefits and prevent foolish management and frivolous spending
- you preserve government benefits and
- you avoid estate tax.
Without these special design features, you risk having the whole balance distributed in one year and
paying estate tax and deferred state and federal income taxes all at once. Give thought and care to how
you want to designate the beneficiaries of your IRA and other retirement accounts. Your good intention
to leave a legacy for those you care about deserves nothing less.

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 15
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
201 Merchant Street Suite 950
Honolulu, HI 96813

Neighbor Island FREE Seminars
TRUST REVIEW SEMINAR
Life Changes and Laws Change.

KAHULUI
Thursday, June 22

Is your trust keeping up with the times?
HILO

LIVING TRUST SEMINAR
10:00 AM - 11:30 AM

Maui Arts & Cultural Center
Haynes Meeting Room
One Cameron Way

Wednesday, May 10

10:00 AM - 11:30 AM

Kanani
Makaimoku, JD

Sangha Hall
Conference Room
424 Kilauea Ave
When did you last review
your trust?
Discover the Top Ten Defects
in most living trusts.

To Reserve Your Seat Call:

(800) 807-3820
x322
or REGISTER ONLINE

www.sterlingandtucker.com

Michelle Scully
Hobus, JD

