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by Wendy Miki Glaus, JD

Life is full of decisions. We make them daily. Most are simple and easy, some a
little harder, and then there are the really tough ones.
I have been with Sterling & Tucker for the past fourteen years and love my
elder law practice here. Looking back at the days when I worked with my clients in the tax department and on Medicaid cases, I found comfort in knowing I was able to help them and their loved ones. The experience I gained
helped me with my own parents as they aged and were placed into nursing
homes. My plan was to retire someday from Sterling & Tucker and live out my
days in Hawaii. But as Allen Saunders once said, “Life is what happens to us
while we are making other plans.”

And so, it is with much sadness that I am writing to say farewell. I have made
the difficult decision to leave the firm so I can join my husband who recently accepted a position in
Bend, Oregon. It’s time for us to pursue a new adventure. My last day at Sterling & Tucker will be June
30, 2017.
I thank Judith Sterling and Michelle Tucker for being patient with me throughout the
past fourteen years, providing me the opportunity to grow intellectually and emotionally. Time has flown by as I’ve gotten to know many of my clients very well, while
helping them work through their family’s life situations. Being a part of the Sterling &
Tucker family has helped me reach a mature understanding of what is most important
in life; family and relationships. I hope to continue assisting others through my career
in estate planning. I have you and this firm to thank for the warmth it brings my heart
to help others.
Because we have built a strong and reputable firm with a number of compassionate attorneys serving
clients, you will always be in good hands. Sterling & Tucker will still be here to service all of your estate
planning needs. We constantly assure both clients and prospective clients that we will be here for you
and your children, and their children, long after any of us pass or retire. My time to depart has come
sooner than expected but I am confident and secure, knowing my clients will be cared for by either
Richard Sakoda, Michelle Scully Hobus, or Kanani Makaimoku, my dear friends, colleagues, and pillars
of the firm. While Richard and Michelle represent my generation, Kanani will lead the firm with the next
generation.
Thank you once again for the privilege of serving you, and for shaping me into the person I am today. I
will never forget my time here and will be forever grateful.
With Fondest Aloha,
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IRAs And Their Required Minimum
Distribution
Background - 5th In a Series on IRAs

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

This is the 5th of a series of articles on the subject of IRAs. In the first (808) 791-1444
article, I introduced the important role that IRAs play in saving for
retirement, as well as when you can use savings in your IRA before you reach retirement without being subject to
the 10% penalty for early withdrawal. In the second article, I discussed the role that IRAs play when you change
jobs and need to decide whether to leave your vested benefits where they are or move them to an IRA or to your
new employer. The third and fourth article covered how IRAs are different than other assets in your estate plan
and because of these differences, the importance of beneficiary designation forms and whether and when to
name your trust as a beneficiary. In this article, I will discuss the tax rules that you are subject to when you reach
70 ½. Although I will refer to “IRAs” in this article, the rules covered here also apply to 401(k) plans, Deferred
Compensation Plans, Tax Sheltered Annuities aka 401(b) plans, Thrift Savings Plans etc.
The basic rule is, when you reach 70 ½, you have to start taking a “Required Minimum Distribution” (“RMD”)
from your IRA. Every year, the RMD amount changes. You may take out more than the RMD, but you cannot
take less than the RMD without avoiding the 50% penalty tax; for example, if the RMD is $2000 and you only
take out $1000, the penalty is $500. If you are still working, these rules still apply to you, but the RMD likely will
not be required with respect to savings in the plan sponsored by your current employer.

Do You Start When You Are 70 or 71?
If your birthday falls on or before June 30, you will reach 70 ½ in the same year you turn 70; if your birthday
falls on or after July 1, your first RMD must be calculated and taken in the year you turn 71. In short, people
born in the second half of the year get to start one year later. After the first year, the rules are the same for all
people.

How Do You Calculate Your RMD?
Gather your IRA statements that you received from your IRA custodians, showing the value of each IRA as of
December 31 of the preceding year; for example, the RMD for 2017 is based on the value of your IRAs as of
December 31, 2016. Add the total value of all of your IRAs; then, divide the total value by the number in the
table below. In the table below, use the number that appears next to the age that you will be by the end of the
year, not the number next to the age that you are on the day you take it out. For example, if you are going to be
75 by the end of the year, use 22.9 even if on the day you take it out, you are still 74.
If you have 403(b) s, you can aggregate them as described above. If you have 401(k) s, a TSP, Deferred
Compensation and other accounts, an RMD is due out for each account and they cannot be aggregated; you
must calculate the RMD separately each account.
If you roll a retirement account out of one of these other types of accounts and into an IRA, then the IRA rules
come to apply.
(Cont’d on page 3)
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2002 Uniform Table for Determining Applicable Divisor
Age
70
71
72
73
74
75
76
77
78
79
80

Divisor
27.4
26.5
25.6
24.7
23.8
22.9
22.0
21.2
20.3
19.5
18.7

Age
81
82
83
84
85
86
87
88
89
90
91

Divisor
17.9
17.1
16.3
15.5
14.8
14.1
13.4
12.7
12.0
11.4
10.8

Age
92
93
94
95
96
97
98
99
100
101
102
103

Divisor
10.2
9.6
9.1
8.6
8.1
7.6
7.1
6.7
6.3
5.9
5.5
5.2

Age
104
105
106
107
108
109
110
111
112
113
114
115+

Divisor
4.9
4.5
4.2
3.9
3.7
3.4
3.1
2.9
2.6
2.4
2.1
1.9

What Is The Deadline For Withdrawing The RMD?
The deadline is December 31, except the deadline for the first distribution is April 1 of the year following the
year to which it pertains, and if you use this exception for the first distribution, you still have to take your second
distribution by December 31 of the same year.

Are There Any Exceptions To Using The Table Above?
If you are married and your spouse is more than 10 years younger than you, you can use a different table that will
reduce your RMD. For everyone else, the above table applies.

Are ROTH IRAs Subject To The RMD Rules?
No – there is no RMD required to be taken from a Roth, until after you die, at which time your heirs are subject
to RMD rules that are different from these.

Can I Take More Out Than The RMD And Get a Carryover?
You can take more than the required minimum distribution in any one year, but there is no such thing as a
carryover of an excess withdrawal to the following year.

Do I Have To Take The RMD Out Of Each Account?
For IRAs as a group and 403(b) s as a group, you can take the whole RMD out of one account, or part out of
each, or proportionately from each. If you want proportionate distributions, you can make arrangements with
custodians to calculate the amount and send it to you. If you want to pick and choose where the withdrawal
comes from, you will have to perform the calculations yourself.
(Cont’d on page 7)

FREE Trust Review Seminar
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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

AIEA

TRUST REVIEW

TRUST REVIEW

Wednesday, July 12
Saturday, July 15
10:00 AM
Ala Moana Hotel
Carnation Room
410 Atkinson Drive

Thursday, July 13
10:00 AM
7:00 PM
Pearl Country Club
Pearl II Room or The Grille
98-535 Kaonohi Street
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
Wednesday, Aug 2
Saturday, Aug 5
10:00 AM - 11:30 AM
Ala Moana Hotel
Carnation Room
410 Atkinson Drive

KANEOHE
Thursday, Aug 3
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.

Koolau Ballrooms
Makai Room
45-550 Kionaole Road
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.

Michelle H.
Tucker, JD

Richard J.
Sakoda, 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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Annual Reflection of Your Taxes May Be Beneficial

by Tracy Watkins, CPA

For most people, filing their annual income tax returns signifies the end of their tax related “woes” for
the year. This is true for some, but for most taxpayers every year is not the same as the prior year. When
changes happen, taxpayers need to see if these changes affect their taxes or they could have some unexpected surprises at tax time.
While we don’t know exactly what tax law changes that the new administration will implement for this
year, we are able to look at where we are at midyear to plan for 2017 taxes. Even if you have extended
the time for filing your 2016 income tax returns, it is still important to consider the current year income
and deductions to make tax planning moves for the rest of the year.
Another important aspect of tax planning at midyear is evaluating your estimated tax payments. For
most taxpayers, if you expect to owe at least $1,000 in tax for 2017 after subtracting your withholding
and refundable credits, you should be making estimated tax payments. If you are currently making
quarterly estimated tax payments, you want to be sure that the amount you are paying is appropriate
for your current situation—too low and you may be subject to estimated tax penalties at tax time, if
they are too high, you are allowing the government to hold on to your money unnecessarily.
In addition to keeping up with possible tax law changes, major life changes like retirement, a new job
or business, marriage or divorce, birth of a child, relocation, and purchases or sales of property can affect your income and deductions. When these changes happen,
taxpayers should consider revising their estimated tax payments
or withholding.
It may take up your valuable time to evaluate your tax planning
or estimated taxes in the middle of the year, but it may spare you
considerable worry at the end of the year. Please don’t hesitate to
contact us if you would like to schedule a tax planning session or
need assistance with your estimated taxes. In the words of author
Margaret Mitchell, “Death, taxes and childbirth! There’s never any
convenient time for any of them.”

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

MOVING out of Hawaii? ...we are sad to see you leave.
Please let us know if you prefer an email copy of our newsletter or would like to be taken
off our mailing list. We’re always trying to do our part for the environment in being green.
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Continued from Page 3

Will My Custodian Notify Me If I Do Not Take Out My RMD?
There are probably custodians who have made a rule to send your RMD to you, but that would be the rare
exception. It is incumbent upon you to determine from which account you will take your RMD; at what time
you will take your RMD – at random subject to market assessments or systematically regardless of market
movements and if the latter, monthly/quarterly/semi-annually/annually; and whether and how much tax you
want withheld from your distribution.

Do I Have To Spend The RMD?
You do not have to spend your RMD. In fact, if you take
your RMD and spend it every year, then you will deplete
your IRA, because that is what the RMD is designed to
do. As you can see from the table, the RMD starts out
at age 70 to be about 3.65% of the value of your account,
which is regarded by many as a sustainable level, but
by the time you are 80 the RMD is 5.35% and at 90 it is
8.77%, which are not sustainable spending levels.
If you want to preserve your principal, devise a plan to
spend no more of the RMD than represents growth or
income, and to and keep invested that part of the RMD in
excess of the sustainable spending level.

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 17
10:00 AM - 11:30 AM

City Financial Tower
201 Merchant St. Ste. 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
LIVING TRUST SEMINAR
Learn how a living trust ensures
your wishes are carried out
HILO

TRUST REVIEW SEMINAR
KAHULUI
Thursday, August 10

10:00 AM - 11:30 AM

Maui Arts & Cultural Center
Haynes Meeting Room
One Cameron Way

Wednesday, July 19

10:00 AM - 11:30 AM

Kanani
Makaimoku, JD

Sangha Hall
Conference Room
424 Kilauea Ave

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.

