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

To Our Valued Clients,

The last year has brought many changes to Sterling & Tucker.  
Some changes have been welcomed changes and others 
have been challenging.  As many of you know, our o�ce re-
located to the City Financial Tower on Merchant Street in the 
spring of 2016.  Although it was an enormous undertaking 
and transition, we feel blessed to be working in, and servic-

ing our clients in such a beautiful location.  On the other end of the spectrum, we experienced the 
departure of our longtime friend and colleague, Wendy Miki Glaus, after fourteen dedicated years 
of service to our tax and estate planning clients.  Wendy will always be a treasured member of the 
Sterling & Tucker ‘ohana and we wish her nothing but the best in Bend, Oregon.  Wendy’s existing 
clients will continue to be well cared-for despite her departure.  All Medicaid and disability �les will 
be handled timely and professionally by Richard Sakoda, who continues to service our probate and 
estate planning clients as well.  
  
While Wendy’s departure certainly leaves a deep void, we are con�dent that we will continue to 
provide the �nest legal services with the newest addition to our team.  We are very pleased to an-
nounce that Lauren Sheppard has joined Sterling & Tucker as an Associate Attorney.  Lauren was 
admitted to the Hawai`i State Bar in 2009 and brings with her several years of experience in civil liti-
gation.  As an avid hiker and paddler, Lauren will carry on Wendy’s tradition of a healthy lifestyle and 
a love of the great outdoors.  She is a fantastic addition to our Sterling & Tucker ‘ohana and we feel 
very lucky to have her here to ensure the continued success of our law �rm for many years to come.

If it has been more than a few years since you last reviewed your trust, we encourage you to give us 
a call to schedule a review. As Sterling & Tucker clients you are eligible for regular estate planning re-
views at no charge to you.  We highly encourage a review if you have experienced the death of your 
spouse, a named bene�ciary, or a successor trustee; or if you have recently retired, purchased real 
estate, or inherited assets.  Additionally, if you have not reviewed your trust prior to 2012, be sure to 
schedule a review to ensure the provisions in your trust re�ect our current tax landscape.  The recent 
change in our Federal administration may impact future legislation and tax laws.  Rest assured that 
we will closely monitor changes in the law and notify you of any impact on your estate plan.  

With Fondest Aloha, 
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Do You Know Who Your Designated Beneficiaries Are?
By: The American Academy of Estate Planning Attorneys

www.aaepa.com • blog.aaepa.com

It’s likely you already have a comprehensive estate plan in place and probably spent hours contemplat-
ing the decisions you made in your plan. You also placed a great deal of thought towards the distribu-
tion of your estate assets, your choice for executor of your Will, Trustee of your Trust, and guardian for 
your minor children. You covered everything right? Well maybe not. All too often, people forget one 
important aspect of estate planning – bene�ciary designations. 

What Are Bene�ciary Designations?
Although you may not realize it, bene�ciary designations govern many of your most valuable assets. 
Life insurance policies, retirement plans, and investment and bank accounts, as well as mutual funds 
and brokerage accounts all may have bene�ciary designations. In some states, even personal property, 
such as your vehicle, may carry a bene�ciary designation. These designations dictate who will inherit 
the asset in the event of your death not withstanding a provision to the contrary in your last Will and 
testament or a Trust agreement. 

The Forgotten Bene�ciary
The problem with bene�ciary designations is that we often forget about them. Frequently, a bene�ciary 
designation is �lled out as an afterthought without giving any consideration to how the designation �ts 
into an overall estate plan. For example, when you opened your bank account you may have �lled in a 
designated bene�ciary; but do you even remember doing so? Do you remember who you designated? 
Or, when you �lled out that stack of paperwork you were handed after being hired for your current job, 
you likely designated a bene�ciary for your employer-sponsored retirement plan and life insurance 
policy. Again, do you remember designating a bene�ciary? The answer is probably “no.”  People �ll out 
bene�ciary designations all the time without giving the choice of bene�ciary much thought. Unfortu-
nately, the consequences can wreak havoc with your overall estate plan in two important ways:

1.   Failing to change your bene�ciary designations – just as your comprehensive estate plan should 
be updated when certain events in your life occur, your bene�ciary designations should be as updated 
well. For example, if you �lled out your retirement plan and life insurance bene�ciaries ten years ago 
and named your boyfriend/girlfriend as your bene�ciary, it could be a problem if you are now with 
someone else. Conversely, you might have named your mother as a bene�ciary on your mutual fund ac-
count but have now married. Either way, someone you would not want to inherit your assets stands to 
do so in the event of your death because you failed to change your bene�ciary designations upon the 
occurrence of a life event that should have triggered a review of your bene�ciaries. 

2.   Missing bene�ciary designations – missing bene�ciary designations are also problematic. Maybe 
you never got around to �lling out the bene�ciary designations for your retirement account or maybe 
your original bene�ciary has since died and you failed to designate a successor or contingent bene�-
ciary. Either way, if there is no living named bene�ciary, the assets controlled by the bene�ciary des-
ignation will not go as intended. The assets will go as laid out in the underlying contract. For example, 
the life insurance policy, custodial agreement, or other contract might provide that the assets go to 
the surviving spouse, to blood relatives, or to the estate of the deceased. Someone you did not intend 
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Virtual currency, also called cryptocurrency, has become more known in recent years.  Virtual currency 
may be used to pay for goods or services, or may be held for investment.  It is a digital representation of 
value that functions as a medium of exchange, a unit of account or store of value.  It may function like real 
currency, but is not backed by any government or bank.

Bitcoin, a virtual currency, was created in 2009 as a convertible virtual currency, or a virtual currency that has 
an equivalent value in real currency or that acts as a substitute for real currency, such as U.S. dollars, Euros or 
other real or virtual currencies.  Other virtual currencies include Ethereum, Litecoin, and Zcash.

Virtual currency may be “mined” or created, or received in payment for goods or services.  When virtual 
currency is mined, the fair market value of the virtual currency as of the date of receipt is considered income.  
Fair market value is determined using an exchange with the exchange rate established by market supply 
and demand.

In accordance with IRS Notice 2014-21, for federal tax purposes, virtual currency is treated as property.
A taxpayer who receives virtual currency as payment for goods or services reports as income the fair market 
value of the virtual currency as of the date the virtual currency was received.  An employee who receives 
virtual currency paid by an employer for services is considered to have received wages for employment tax 
purposes.  An independent contractor who receives virtual currency for performing services is considered 
to have received self-employment income.  Payments using virtual currency are subject to the same 
information reporting requirements (i.e. Forms 1099) as payments of real currency.

The taxpayer may also have a gain or loss upon the exchange of virtual currency.  If the fair market value of 
the property received in exchange for virtual currency exceeds the taxpayer’s adjusted basis in the virtual 
currency, the taxpayer has a taxable gain.

For example, if a business owner operating as a sole proprietor receives virtual currency valued at $1,000 for 
payment of services, the sole proprietor recognizes $1,000 of business income.  A month later, the virtual 
currency, now valued at $1,500, is used to buy supplies for $1,500.  The sole proprietor recognizes a business 
expense of $1,500 and has a gain of $500 for the increase in value from $1,000 to $1,500.
 

Please consult with your tax advisor if you are considering investing in or using virtual currency.

Virtual Currency by Laurie Young-Kagamida, CPA

  Continued from Page 2 - Designated Bene�ciaries

might receive the assets instead of people you would have preferred. Additionally, traditional IRA and 
retirement plan assets are tax-deferred, meaning they are taxed when distributed. If there is no desig-
nated bene�ciary, the assets must be distributed more quickly than otherwise, and, therefore, taxed 
more quickly.

Don’t Let This Happen to You!
As you can see, bene�ciary designations play an important, yet often forgotten, role in any comprehen-
sive estate plan. With that in mind, take some time to review who your designated bene�ciaries are. 
Then, make a point to review those designations periodically and every time a life event calls for a re-
view of your estate plan. If you have questions or concerns regarding your bene�ciary designations, be 
sure to consult with an experienced estate planning attorney in your area to make sure the plan you’ve 
carefully put in place will always re�ect your planning goals.
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Life Changes and Laws Change. 
                     Is your trust keeping up with the times?

FREE Trust Review Seminar

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

                     Is your trust keeping up with the times?

HONOLULU
TRUST REVIEW

Wednesday, September 6
Saturday, September 9

10:00 AM
Ala Moana Hotel
Carnation Room

410 Atkinson Drive

WAIPIO
TRUST REVIEW

Tuesday, September 12
10:00 AM
7:00 PM

Hawaii Okinawa Center
Legacy II Ballroom
94-587 Ukee Street

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

Attend 
 one of these 
FREE 

Seminars and Receive a  

Complimentary One-Hour 

 Consultation
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www.sterlingandtucker.com


Planning Your Estate Is About Love, Not Death
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.  

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

future generations.

Michelle Scully 
Hobus, JD

Kanani 
Makaimoku, JD

Lauren 
Sheppard, JD

Richard J. 
Sakoda, JD
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Planning Your Estate Is About Love, Not Death

     
     With Proper Planning                 
l Your estate will transfer quickly to 

your family upon your death without 
the expense of probate.

l If you’re married, proper planning 
can shield twice as much from 
federal estate taxes.

l You’ll avoid a conservatorship if 
you become incapacitated - so your 
estate will be run as you see fit.

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

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

l 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.

     Without Proper Planning                 

Free Parking and
Light Refreshments

at all seminar locations

HONOLULU 

Wednesday, Oct 4

 Saturday, Oct 7

10:00 AM - 11:30 AM
Ala Moana Hotel
Carnation Room

410 Atkinson Drive

AIEA
Thursday, Oct 5

10:00 AM - 11:30 AM
7:00 PM - 8:30 PM

Pearl Country Club
Pearl II Room

98-535 Kaonohi Street

LIMITED SEATS
Call Today!

FREE Living Trust Seminar

SEATS ARE LIMITED. CALL TODAY (808)531-5391
or REGISTER ONLINE www.sterlingandtucker.com
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Does Your  Family KnowYour WishesAboutLife Support?



Saving for Retirement in an IRQ or 401(k) 
Should you Choose a Regular or Roth?

Compliments of: 
Michelle H. Tucker
CFP®, JD, CPA/PFS 

3D Wealth Advisors, Inc. 
201 Merchant Street Suite 909
Honolulu, HI  96813

(808) 791-1444

If you are saving for retirement by contributing to an IRA or a 
401(k), should you choose the Regular or the Roth?

Unless your income is too high, you always have a choice between 
a Regular IRA and a Roth IRA.  With a 401(k), you will have a choice between a Regular 401(k) and a Roth 
401(k) only if your employer o�ers both, but if both are available, you can choose the Roth 401(k) regardless 
of your level of  income.

The basic rules governing Regular and Roth 401(k)s are much the same, as are the basic rules governing 
Regular and Roth IRAs – the contribution limits and distribution restrictions are governed by the same rules, 
but there is a 5 year holding requirement for a Roth.  If you are serious about saving for retirement, leaving 
the contributions in the plan for at least 5 years should not be a problem.  Young people should consider 
whether unplanned life events may interrupt this 5 year commitment. 

You can elect to make contributions to both a Regular and a Roth 401(k), as long as the combined total 
does not exceed $18,000 in any one year, if you are under 50, or $24,000 if you are 50 or over.  The combined 
contribution limits for either type of IRA are $5,500 and $6,500 respectively.

The most important di�erence between Regular and Roth is the tax advantage.  Both the Regular and Roth 
have tax advantages, but with the Regular there is a tax advantage in the year the contribution is made 
whereas with a Roth there is a tax advantage in the year a distribution is taken.  Speci�cally, contributions 
to a Regular are tax deductible, whereas contributions to a Roth are not. In contrast, distributions from a 
Regular are subject to tax, whereas distributions from a Roth are not. 

For example, if a young person in the 15% tax bracket contributes $1000, she would get a $1000 tax 
deduction and save $150 in taxes if she elects to contribute it to a Regular, and she would get no tax 
deduction and save no taxes if she elects to contribute it to a Roth.   If she leaves the $1000 in the account 
and it grows to $4000 by the time she retires and withdraws it to pay for retirement, she will pay tax on the 
$4000 in the year of the distribution if she elects to contribute to a Regular, and she will pay no tax if she 
contributes to a Roth - by choosing the Roth and paying $150 in taxes up front, she completely avoids tax on 
the $4000 distribution.

If you are a young employee, your tax bracket is more likely to be lower, so the tax savings from the up-front 
deduction is relatively small.  At retirement, your tax bracket is likely to be higher, plus you will avoid tax on a 
much larger amount if you make wise investment choices and stay invested throughout your working years.  

If you are an older employee and have fewer years before retirement, your Roth contributions may have 
fewer years to grow tax-free, although you could choose to spend other types of savings and leave the 
Roth alone to grow tax free longer.  A Roth might also make sense for an older employee who has su�cient 
savings already and plans not to withdraw the later-year contributions until many years into retirement, if at 
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Continued from Page 6 - Regular vs Roth IRA
all.  If you are in this situation, a Roth would also be preferable because Roth IRAs are not subject to required 
minimum distributions and you can avoid required minimum distributions on Roth 401(k)s at age 70 ½ by 
rolling them into a Roth IRA. 
   
As a young employee, you can make smaller annual contributions and still have enough for retirement if you 
remain disciplined in your saving.  Smaller contributions might mean your tax savings from the up-front tax 
deduction would be relatively meaningless. 

What you do with the tax savings makes a di�erence. If you 
use the tax savings to make a larger contribution to a Regular 
than you would to a Roth IRA, you might come out ahead with 
the Regular.  If you don’t use the tax savings to make a larger 
contribution to a Regular, so that your Regular contribution is 
no larger than your Roth contribution would be, and the taxes 
you save are left in your pocket to spend on luxury co�ees, 
then I would say contribute to a Roth, forgo the co�ee, pay the 
tax upfront, and be happy that your savings will now grow tax 
free!

If you are an older employee seeking to catch up from not having saved for retirement, you should maximize 
your contributions.  You can a�ord to contribute more to a Regular than to a Roth, at least by the amount of 
tax savings.  Regular contributions are particularly attractive while you are working and in a high tax bracket, 
because they are tax deductible.  The relative advantage of the tax deduction is magni�ed if you know that 
your tax bracket will be lower in retirement. 

What is better, a Roth or a Regular IRA?  There is no one answer to the question, but knowing these basic 
di�erences should help you decide what is best for you.

Meet Our New Paralegal by Michelle Scully Hobus, JD

E Komo Mai Christy Arceo!

We are pleased to announce a new addition to the Sterling & Tucker family.  Christy Arceo joined the 
paralegal team of Sterling & Tucker in June.  She will be working with the attorneys in the o�ce to ensure 
your estate planning needs are met.  Christy will be working most closely with Michelle Hobus and Lauren 
Sheppard.  

After graduating from the University of California at Berkeley, Christy has been working 
in and around the area of law for over �fteen years. She brings with her a wealth of 
experience.  In her free time, she loves to read and cook. 

Christy has a great attitude and wonderful demeanor.  Hopefully you will get the chance 
to meet her the next time you are in the o�ce.  We are con�dent she will be a valued 
member of our team for a long time to come.  



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

Neighbor Island  FREE Seminars

HILO
Wednesday, September 13

10:00 AM - 11:30 AM
Sangha Hall

  Conference Room
424 Kilauea Ave

 KAHULUI
Thursday, October 12

10:00 AM - 11:30 AM

Maui Arts & Cultural Center
  Haynes Meeting Room

One Cameron Way
Kanani 

Makaimoku, JD

Michelle Scully
Hobus, JD

TRUST REVIEW SEMINAR

When did you last review your trust?  
Stay updated with tax laws and how they 

relate to your own life changes.

MEDICAID SEMINAR

Average nursing home care 
for the neighbor islands is 
$141,310 annually.*

Find out how to plan and 
protect your wealth before 
you need long-term care.
*As reported by Genworth 6/22/16. 
Cost based on a private room.

To Reserve Your Seat  Call:
(800) 807-3820 

x322
or REGISTER ONLINE

www.sterlingandtucker.com

www.sterlingandtucker.com

