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by Laurie Young-Kagamida, CPA

Dear Friends,
It’s been an exciting couple of months at Sterling & Tucker!
Tax Reform
On December 22, 2017, the sweeping tax reform act titled
Tax Cuts and Jobs Act was signed, resulting in changes to the
taxation of individuals, businesses, estates and nonprofits.
Please read the enclosed article titled Tax Cuts and Jobs Act:
Impact on Individuals for the 2018 tax rates and reforms to deductions, exemptions and tax credits.
Client Appreciation Seminar
On January 27, 2018, we welcomed our clients and friends to the 2018 Client Appreciation Seminar at the
Ala Moana Hotel. Following opening remarks by Michelle Scully Hobus, Michelle Tucker gave a touching
tribute to founding partner Judith Lee Sterling. Richard Sakoda provided an update on Medicaid and
Wendy Miki Glaus’ relocation and Laurie Young-Kagamida provided highlights of the Tax Cuts and Jobs Act.
Attorneys, CPAs and staff presented the highlight of our event – Leave a Legacy, Not a Mess – Simplify Your
Life telling the story of family navigating through deaths and trust administration and starring Emily Foster,
Lorene Azama and attorney Kanani Makaimoku. Special guest speaker Heather Hooper, Vice President of
Retirement Strategies at Loring Ward, presented a very relevant and timely discussion titled Redefining
Retirement, Charting Your Retirement Journey.
Thank you to all who joined us at the 2018 Client Appreciation Seminar. For those unable to attend,
recordings of the presentations will be posted on the website www.sterlingandtucker.com soon.
Tax Time
Tax season 2018 is underway and the Sterling & Tucker, Inc. CPAs and staff are hard at work. If you have
already sent us your tax information, then congratulations to you! If you haven’t yet brought in your
tax information, please begin organizing your documents. If we need to file an extension due to time
constraints or to obtain more information, we will need, at minimum, estimates of your income, deductions
and taxes paid, so that we can determine if a tax payment needs to be made with your extension.
Tax Due Dates
2017 tax returns for partnerships and S corporations are due on March 15 (April 20 for Hawaii) and 2017 tax
returns for individuals, trusts and C corporations are due on April 17 (April 20 for Hawaii), following the April
16 Emancipation Day holiday in Washington DC.
Foreign Bank or Investment Account Reporting
Reminder of the early due date for the Foreign Bank and Financial Accounts Report (FBAR) now due on
April 17 instead of June 30 for those with foreign bank or investment accounts. If you plan to extend your
individual taxes, please provide your foreign account information by March 15
so that we can prepare your FBAR filing.
With Aloha,
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by Laurie Young Kagamida, CPA

On December 22, 2017, President Trump signed into law the Tax Cuts and Jobs Act, a sweeping $1.5 trillion
tax-cut package that fundamentally changes the individual and business tax landscape. While many of the
provisions in the new legislation are permanent, others (including most of the tax cuts that apply to individuals)
will expire in eight years. Some of the major changes included in the legislation that affect individuals are
summarized below; unless otherwise noted, the provisions are effective for tax years 2018 through 2025.

Individual income tax rates
The legislation replaces most of the seven current marginal income tax brackets (10%, 15%, 25%, 28%, 33%,
35%, and 39.6%) with corresponding lower rates: 10%, 12%, 22%, 24%, 32%, 35%, and 37%. The legislation
also establishes new marginal income tax brackets for estates and trusts, and replaces existing “kiddie tax”
provisions (under which a child’s unearned income is taxed at his or her parents’ tax rate) by effectively taxing a
child’s unearned income using the estate and trust rates.
Single
If taxable income is:
Not over $9,525
Over $9,525 but not over $38,700
Over $38,700 but not over $82,500
Over $82,500 but not over $157,500
Over $157,500 but not over $200,000
Over $200,000 but not over $500,000
Over $500,000

Then income tax equals:
10% of the taxable income
$952.50 plus 12% of the excess over $9,525
$4,453.50 plus 22% of the excess over $38,700
$14,089.50 plus 24% of the excess over $82,500
$32,089.50 plus 32% of the excess over $157,500
$45,689.50 plus 35% of the excess over $200,000
$150,689.50 plus 37% of the excess over $500,000

Head of Household
If taxable income is:
Not over $13,600
Over $13,600 but not over $51,800
Over $51,800 but not over $82,500
Over $82,500 but not over $157,500
Over $157,500 but not over $200,000
Over $200,000 but not over $500,000
Over $500,000

Then income tax equals:
10% of the taxable income
$1,360 plus 12% of the excess over $13,600
$5,944 plus 22% of the excess over $51,800
$12,698 plus 24% of the excess over $82,500
$30,698 plus 32% of the excess over $157,500
$44,298 plus 35% of the excess over $200,000
$149,298 plus 37% of the excess over $500,000

Married Individuals Filing Joint Returns
If taxable income is:
Not over $19,050
Over $19,050 but not over $77,400
Over $77,400 but not over $165,000
Over $165,000 but not over $315,000

Then income tax equals:
10% of the taxable income
$1,905 plus 12% of the excess over $19,050
$8,907 plus 22% of the excess over $77,400
$28,179 plus 24% of the excess over $165,000
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Over $315,000 but not over $400,000
Over $400,000 but not over $600,000
Over $600,000

$64,179 plus 32% of the excess over $315,000
$91,379 plus 35% of the excess over $400,000
$161,379 plus 37% of the excess over $600,000

Married Individuals Filing Separate Returns
If taxable income is:
Not over $9,525
Over $9,525 but not over $38,700
Over $38,700 but not over $82,500
Over $82,500 but not over $157,500
Over $157,500 but not over $200,000
Over $200,000 but not over $300,000
Over $300,000

Then income tax equals:
10% of the taxable income
$952.50 plus 12% of the excess over $9,525
$4,453.50 plus 22% of the excess over $38,700
$14,089.50 plus 24% of the excess over $82,500
$32,089.50 plus 32% of the excess over $157,500
$45,689.50 plus 35% of the excess over $200,000
$80,689.50 plus 37% of the excess over $300,000

Standard deduction and personal exemptions

The legislation roughly doubles existing standard deduction amounts, but repeals the deduction for personal
exemptions. Additional standard deduction amounts allowed for the elderly and the blind are not affected
by the legislation and will remain available for those who qualify. Higher standard deduction amounts will
generally mean that fewer taxpayers will itemize deductions going forward.

2018 Standard Deduction Amounts
Filing Status
Single or Married Filing Separately
Head of Household
Married Filing Jointly

Before Tax Cuts and Jobs Act
$6,500
$9,550
$13,000

After Tax Cuts and Jobs Act
$12,000
$18,000
$24,000

Itemized deductions

The overall limit on itemized deductions that applied to higher-income taxpayers (commonly known as the
“Pease limitation”) is repealed, and the following changes are made to individual deductions:
• State and local taxes — Individuals are only able to claim an itemized deduction of up to $10,000
($5,000 if married filing a separate return) for state and local property taxes and state and local income
taxes (or sales taxes in lieu of income).
•

Home mortgage interest deduction — Individuals can deduct mortgage interest on no more than
$750,000 ($375,000 for married individuals filing separately) of qualifying mortgage debt. For mortgage
debt incurred prior to December 16, 2017, the prior $1 million limit will continue to apply. No deduction
is allowed for interest on home equity indebtedness.

•

Medical expenses — The adjusted gross income (AGI) threshold for deducting unreimbursed medical
expenses is retroactively reduced from 10% to 7.5% for tax years 2017 and 2018, after which it returns to
10%. The 7.5% AGI threshold applies for purposes of calculating the alternative minimum tax (AMT) for
the two years as well.

•

Charitable contributions — The top adjusted gross income (AGI) limitation percentage that applies to deducting
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certain cash gifts is increased from 50% to 60%.
•

Casualty and theft losses — The deduction for personal casualty and theft losses is eliminated, except for casualty
losses suffered in a federal disaster area.

•

Miscellaneous itemized deductions — Miscellaneous itemized deductions that would be subject to the 2% AGI
threshold, including tax-preparation expenses and unreimbursed employee business expenses, are no longer
deductible.

Child Tax Credit

The child tax credit is doubled from $1,000 to $2,000 for each qualifying child under the age of 17. The
maximum amount of the credit that may be refunded is $1,400 per qualifying child, and the earned income
threshold for refundability falls from $3,000 to $2,500 (allowing those with lower earned incomes to receive
more of the refundable credit). The income level at which the credit begins to phase out is significantly
increased to $400,000 for married couples filing jointly and $200,000 for all other filers. The credit will not be
allowed unless a Social Security number is provided for each qualifying child.
A new $500 nonrefundable credit is available for qualifying dependents who are not qualifying children under
age 17.

Alternative minimum tax (AMT)

The AMT is essentially a separate, parallel federal income tax system with its own rates and rules — for
example, the AMT effectively disallows a number of itemized deductions, as well as the standard deduction.
The legislation significantly narrows the application of the AMT by increasing AMT exemption amounts and
dramatically increasing the income threshold at which the exemptions begin to phase out.

2018 AMT Exemption Amounts
Filing Status
Single or Head of Household
Married Filing Jointly
Married Filing Separately

Before Tax Cuts and Jobs Act
$55,400
$86,200
$43,100

After Tax Cuts and Jobs Act
$70,300
$109,400
$54,700

2018 AMT Exemption Phaseout Thresholds
Filing Status
Single or Head of Household
Married Filing Jointly
Married Filing Separately

Before Tax Cuts and Jobs Act
$123,100
$164,100
$82,050

After Tax Cuts and Jobs Act
$500,000
$1,000,000
$500,000

Other noteworthy changes
•

The Affordable Care Act individual responsibility payment (the penalty for failing to have adequate
health insurance coverage) is permanently repealed starting in 2019.

•

Application of the federal estate and gift tax is narrowed by doubling the estate and gift tax exemption
amount to about $11.2 million in 2018, with inflation adjustments in following years.
Continued on Page 5
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•

In a permanent change that starts in 2018, Roth conversions cannot be reversed by recharacterizing
the conversion as a traditional IRA contribution by the return due date.

•

For divorce or separation agreements executed after December 31, 2018 (or modified after that date
to specifically apply this provision), alimony and separate maintenance payments are not deductible
by the paying spouse, and are not included in the income of the recipient. This is also a permanent
change.

Farewell and Best Wishes...
On February 1, 2018, we honored our valued and trusted paralegal, Gwen Kamiya, a fond farewell as she
enters a new phase of her life...retirement. While she was an integral part of our paralegal team, many of you
may not have experienced her guidance and wisdom, since she handled most of our trust administrations
for the past eleven years.
I once asked Gwen what emotion appears on the faces of our clients’ families when they come in after losing
their loved one. I thought for sure the answer would be one of sorrow. Instead, she said they look worried
and confused. Our attorneys and Gwen would ease their anxiety and assist many to the point of smiling
faces, as they left our office.
Gwen was never one for taking pictures. She was shy in that way. We miss her and wish her all the best that a
retired life offers.
We knew this day was coming, so a plan was put into place far in advance to train another paralegal to fill
Gwen’s shoes. And fill them she did. Susie Graeb has been with Sterling & Tucker since October 2013. She is
well-organized, detail-oriented, and always happy to help whenever she is able.
Susie came to us in 2013 with experience as a paralegal at another local law firm. She attended
the University of Washington and received her Bachelor of Arts degree in Anthropology. While
working full-time, she achieved her Associate in Science degree from Kapiolani Community
College in Paralegal Studies, the only American Bar Association approved paralegal program in
Hawaii. Susie was recently elected to serve on the Hawaii Paralegal Association’s Board of Directors for 2018 as the Director of Publications.
We’ve also made a few additions to our paralegal team. Lauren Nadolski is assisting Susie Graeb
with Trust Administration. She is a quick-learner, has a great attitude, and enjoys providing customer care and service with everyone she meets, whether it be on the phone or in person. Born
and raised on Oahu, Lauren made her way to the mainland for a number of years and returned
home recently. While on the mainland, she worked for Citibank in their legal department for
nearly thirteen years. We are blessed to have her on our legal team.
Last, but certainly not least, is Karla Koutz, also a new paralegal to the Sterling & Tucker ohana.
Like Lauren, Karla is a local girl who moved to San Francisco and then the ninth island for a number of years, before returning home to Oahu. She worked in various industries throughout her
time in the mainland, and brings many skills to her paralegal position. Karla is a self-described
“beach bum” who enjoys exploring Oahu with her daughter. She is happiest when her son visits
and she is able to spend time with both of her children. Karla brings a sweet spirit and gentleness to our office and we feel lucky to have her!

FREE Trust Review Seminar
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.

HONOLULU
TRUST REVIEW

Wednesday, March 7
Saturday, March 10
10:00 AM
Ala Moana Hotel
Carnation Room
410 Atkinson Drive

AIEA
TRUST REVIEW

Thursday, March 8
10:00 AM
7:00 PM
Pearl Country Club
Pearl Room II
98-535 Kaonohi Street

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

Free Parking and
Light Refreshments
at all seminar locations
Facebook “f ” Logo

CMYK / .ai

Facebook “f ” Logo

CMYK / .ai

Serving Hawaii’s families
since 1991.
We will be here for you and
your future generations.

SEATS ARE LIMITED. CALL TODAY (808) 531-5391 x322
or REGISTER ONLINE www.sterlingandtucker.com
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FREE Living Trust Seminar

Planning Your Estate Is About Love, Not Death
HONOLULU
Wednesday, April 18
Saturday, April 21
10:00 AM - 11:30 AM

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.

With Proper Planning

Does
Fami Your
ly
Your Know
Wish
es
Abou
t
Life S
uppo
rt?

Without Proper Planning

Ala Moana Hotel
Carnation Room
410 Atkinson Drive

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.

KANEOHE

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

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

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
95-1091 Ainamakua Drive

Free Parking and
Light Refreshments
at all seminar locations

Facebook “f ” Logo

CMYK / .eps

Facebook “f ” Logo

Richard J.
Sakoda, JD

Michelle Scully
Hobus, JD

Kanani
Makaimoku, JD

Lauren
Sheppard, JD

CMYK / .eps

SEATS ARE LIMITED. CALL TODAY (808) 531-5391 x322
or REGISTER ONLINE www.sterlingandtucker.com

201 Merchant St Suite 950
Honolulu, HI 96813

Neighbor Island FREE Seminars
TRUST REVIEW SEMINAR

LIVING TRUST SEMINAR
HILO

KAHULUI
Thursday, April 12

10:00 AM - 11:30 AM

Michelle Scully
Hobus, JD

Maui Arts & Cultural Center
Haynes Meeting Room
One Cameron Way

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

Wednesday, March 14

10:00 AM - 11:30 AM
Sangha Hall
Conference Room
424 Kilauea Avenue

To Reserve Your Seat Call:

(800) 807-3820
x322
or REGISTER ONLINE

www.sterlingandtucker.com

Kanani
Makaimoku, JD

Please don’t
keep us a secret.
Share this with a
family member or
friend!

