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Dear Friends,

Happy Tax Season!

Tax season 2019 is here and the Sterling & Tucker, Inc. 
CPAs and staff are working hard.  As you have read 
in recent ‘Imi A Loa’a issues and other media sources, 
the Tax Cuts and Jobs Act may have a significant 
impact on your 2018 income taxes, so if you haven’t 
already done so, we recommend that you start 
organizing your 2018 tax information.  Some of the 
tax law changes that may affect your tax return are 
itemized deduction limitations, an increased standard 
deduction, the suspended exemption deduction, tax 
rate changes and changes to the child tax credit.  The 
state of Hawaii did not adopt these federal changes, 
consequently you may claim the standard deduction 
for your federal taxes but may still need to keep 
itemized deduction records for your Hawaii taxes.  In 
addition to tax law changes, the federal Form 1040 has 
also changed from two full pages to two half pages 
and six attached schedules.  Please read the enclosed 
Tax Tips article titled for information regarding IRS 
relief for the underpayment penalty.

2019 Tax Return Due Dates
Federal individual tax returns and the Foreign Bank 
and Financial Accounts Report (FBAR) are due on 
Monday, April 15 and Hawaii individual tax returns 
are due on Monday, April 22.  Partnership and C 
corporation returns are due on March 15, and Trust 
and S corporation federal returns are due on April 
15.  For our tax clients, please contact us before these 
due dates if you will need an extension.  We will need 
estimates of your income, deductions and taxes paid 
so that we can determine if an extension payment is 
needed.  

Tax Refunds
If you are expecting a federal tax refund, you can 
check your federal refund status with the IRS2Go 
app or by clicking on Refund Status at www.irs.gov.  
Your refund status should be available 24 hours after 
e-filing your tax return and four weeks after mailing 
your return.  You will need to enter your Social Security 
Number, filing status and the exact refund amount.  
You may also check your Hawaii refund status at the 
Hawaii Department of Taxation site at http://tax.
hawaii.gov/.  According to the site, your Hawaii refund 
status may be available 9-10 weeks after your mail 
or e-file your Hawaii return, with an additional two 
weeks for mailed refund checks. 

General Excise Tax Changes for Hawaii and Kauai 
Counties
Big Island and Kauai residents may have noticed 
higher taxes on their shopping receipts this year.  
Effective January 1, 2019, Hawaii County imposed a 
county surcharge of 0.25% to retail sales taxed at 4%.  
Sellers can pass this additional tax on to consumers, 
with the maximum rate that may be passed on of 
4.4386%.  Kauai County imposed a county surcharge 
of 0.5% to retail sales taxed at 4%, with a maximum 
rate passed on to consumers of 4.712%.

With aloha,

FROM THE CPA’s PEN.... by Laurie Young-Kagamida, CPA

“Discover”
‘IMI A LOA‘A



(A Little) IRS Relief for Underpayment Penalties
After the Tax Cuts and Jobs Act passed in late 2017, 
new federal tax withholding tables based on the new 
tax law were released in early 2018, resulting in less tax 
withholdings from taxpayer’s paychecks. According 
to the IRS, while the tax withholding tables were 
based on the new tax tables, they did not factor in all 
of the tax law changes.  So while the slightly higher 
paychecks may have been welcome, taxpayers may 
have ended up not paying sufficient taxes for 2018.

Underpayment penalties apply if a taxpayer has paid 
too little tax during the year through tax withholding 
or estimated tax payments. Usually, a taxpayer will 
not be subject to the penalty if the taxpayer’s tax 
payments were at least the lesser of 90% of the current 
year’s taxes or 100% of the prior year’s taxes (or 110% 
if the taxpayer’s previous year adjusted gross income 
exceeded $150,000 or $75,000 for married filing 
separate filers). For the 2018 tax year, the penalty is 
waived for taxpayers who have paid via estimated 
payments or tax withholdings of least 85% of their 
2018 income tax. Eligible taxpayers can request the 
waiver on Form 2210.

An updated withholding calculator for 2019 is being 
posted on the IRS website so that taxpayers can ensure 
that their 2019 withholdings are sufficient.

By Laurie Young-Kagamida, CPA

The very best part of my job at Sterling & Tucker is 
the ability to  share in many fun and invigorating 
conversations with our clients and non-clients alike.  
Whether it’s at our seminars or in the office; in per-
son, by phone, or by email, I truly enjoy the wisdom 
and experiences shared by so many and am always 
wanting to be of assistance when able. 

One of my ongoing projects is to update our clients’ 
records. The biggest challenge is updating people’s 
addresses. I currently am working on a list with three 
hundred names and addresses to change in our da-
tabase. While the number is quite large, it wouldn’t 
be so daunting if it were just a matter of typing over 
the old address. But that’s not quite the case. Without 
boring you with the details, its takes  much longer to 
make a change like that than just a quick minute.

Tip # 1: When you are moving, please let us know. I 
have moved twice in the past two years so trust me, 
I know how chaotic and stressful it is. Just put us on 
that list of important companies you call to inform 
because you love me. Okay, so I’m kidding about the 
reason, but if you are able, please add us to your list.

Tip # 2: Generally speaking, if you created your es-
tate planning documents prior to 2014 and have not 
come in to review your trust since then, please take 
the time to make an appointment and have them re-
viewed. We have regular health care check-ups and 
take our car into the shop for tune-ups. In a similar 
manner, our documents need a good update due 
to changes in state and federal laws. Remember, all 
your consultations are free. There’s no cost involved 
unless we make changes. If there are changes you 
would like made, your attorney will provide that cost 
to you at your meeting.

Tip #3: Enjoy life and count your blessings every day. 
We all have so much to be grateful for. My mom turns 
90 in March this year. Even she’s grateful through all 
her aches and pains. 

By Terri Owada
Events & Public Relations Manager

(A Little) IRS Relief for 
Underpayment Penalties

Tax Tips
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Estate Planning
ESTATE PLANNING FOR YOUNG ADULTS
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Parents know there is no statute-of-limitations 
on worrying about their kids. Your interest in 
your child’s health does not end once your son or 
daughter reaches adulthood. However, your legal 
interest in having a say about your child’s medical 
care ends on the day that he or she turns 18. This 
means that while you have the final word about 
medical care one day, the next day you will not 
even have access to your child’s medical records.

The passage of the Affordable Care Act has com-
plicated the issue of medical care for young adults 
in many ways. Kids are now able to stay on their 
parent’s health insurance plans until the age of 26. 
This has created the mistaken belief among many 
parents that they still have a right to be involved in 
medical decisions.

The reality, however, is that privacy laws under the 
Health Insurance Portability and Accountability 
Act (HIPAA) ensure that a parent is not entitled to 
know what kinds of care that child is getting. With-
out a child’s formal permission, parents cannot so 
much as take a glance at the medical records of 
a son or daughter who is 18 or older, even if the 
young adult is still living at home and the parents 
are paying for the insurance policy that covers the 
care.

Young adults may view this as a good thing if they 
don’t want their parents to know they had to go 
to the clinic for a pregnancy test or for treatment 
for overconsumption of alcohol. However, serious 
problems can arise if a young adult is injured in 
an accident or is otherwise incapacitated. No one 
thinks about estate planning for someone who 
has just turned 18, but unless you talk to a lawyer 
and get some basic documents in place, you may 
need to deal with complex legal issues if a young 
adult you love becomes sick or injured.

When college students are injured or killed, the 

death is usually not from disease but instead 
occurs because of a sudden and unexpected 
incident such as suicide, traffic accidents or violent 
crime. In fact, suicide is the cause of 6.18 deaths 
among every 100,000 students at four-year univer-
sities, and alcohol-related motor vehicle collisions 
cause 3.37 deaths for every 100,000 according to 
the American Public Health Association. By con-
trast, cancer causes only 1.94 deaths per 100,000 
college students.

After an accident or an attempted suicide, a child 
may be unable to make choices about his or her 
care. In the case of a suicide or a drug overdose, 
the child may also need medical assistance that 
he or she may not want, such as admission to a 
rehabilitation center or mental health counseling. 
Parents with a child 18 or older won’t automatical-
ly have the ability to take care of their children and 
get them the help they need under these circum-
stances because they are considered adults in the 
eyes of the law. Parents will also be unable to ac-
cess their child’s financial accounts or get informa-
tion about student loans and financial obligations 
while their child is incapacitated.

Planning ahead in case something unexpected 
occurs is essential and a qualified estate planning 
attorney can help you create a:

•   HIPAA Authorization Form
•   Health Care Directive
•   Property Power of Attorney

These documents won’t give the parent the right 
to interfere with routine medical choices their 
child is making on a regular basis. However, they 
do provide parents with the legal authority to be 
there for their children in a time of need, even 
when their child is officially an adult. Talking to an 
estate planning attorney and getting these legal 
matters sorted out now is the right choice.
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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                 

l	 Death	or	marriage	of	a	beneficiary
l Birth or adoption of a child
l Child or grandchild with special needs
l A desire to provide creditor or divorce protection 

for	beneficiaries
l Change in your marital status

l Inherited substantial assets
l Death, incapacity, or intentional changes, of 

your successor trustee or decision-maker
l About to undergo a major operation or  

life-threatening medical treatment.

You Need Proper Planning

Reason to Review Your Trust

Planning Your Estate Is 
                      About Peace of Mind

Neighbor Islands



INVESTING FOR MAJOR FINANCIAL GOALS

Financial Matters
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Go out into your yard and dig a big hole. Every 
month, throw $50 into it, but don’t take any 
money out until you’re ready to buy a house, send 
your child to college, or retire. It sounds a little 
crazy, doesn’t it? But that’s what investing without 
setting clear-cut goals is like. If you’re lucky, you 
may end up with enough money to meet your 
needs, but you have no way to know for sure.

How do you set goals?
The first step in investing is defining your dreams 
for the future. If you are married or in a long-
term relationship, spend some time together 
discussing your joint and individual goals. It’s best 
to be as specific as possible. For instance, you may 
know you want to retire, but when? If you want to 
send your child to college, does that mean an Ivy 
League school or the community college down 
the street?

You’ll end up with a list of goals. Some of these 
goals will be long term (you have more than 15 
years to plan), some will be short term (5 years 
or less to plan), and some will be intermediate 
(between 5 and 15 years to plan). You can 
then decide how much money you’ll need to 
accumulate and which investments can best help 
you meet your goals. Remember that there can 
be no guarantee that any investment strategy will 
be successful and that all investing involves risk, 
including the possible loss of principal.

Looking forward to retirement
After a hard day at the office, do you ask, “Is it 

time to retire yet?” Retirement may seem a long 
way off, but it’s never too early to start planning 
— especially if you want your retirement to be 
a secure one. The sooner you start, the more 
ability you have to let time do some of the work 
of making your money grow.

Let’s say that your goal is to retire at age 65 with 
$500,000 in your retirement fund. At age 25 you 
decide to begin contributing $250 per month to 
your company’s 401(k) plan. If your investment 
earns 6 percent per year, compounded monthly, 
you would have more than $500,000 in your 401(k) 
account when you retire. (This is a hypothetical 
example, of course, and does not represent the 
results of any specific investment.)

But what would happen if you left things to 
chance instead? Let’s say you wait until you’re 35 
to begin investing. Assuming you contributed the 
same amount to your 401(k) and the rate of return 
on your investment dollars was the same, you 
would end up with only about half the amount 
in the first example. Though it’s never too late to 
start working toward your goals, as you can see, 
early decisions can have enormous consequences 
later on.

Some other points to keep in mind as you’re 
planning your retirement saving and investing 
strategy:

•   Plan for a long life. Average life expectancies 
in this country have been increasing for years 
and many people live even longer than those 
averages.
•   Think about how much time you have until 
retirement, then invest accordingly. For instance, 
if retirement is a long way off and you can handle 
some risk, you might choose to put a larger 
percentage of your money in stock (equity) 

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

3D Wealth Advisors, Inc. 
201 Merchant Street Suite 909
Honolulu, HI  96813
(808) 791-1444



Financial (cont’d)
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investments that, though more volatile, offer a 
higher potential for long-term return than do 
more conservative investments. Conversely, if 
you’re nearing retirement, a greater portion of 
your nest egg might be devoted to investments 
focused on income and preservation of your 
capital.

• Consider how inflation will affect your 
retirement savings. When determining how 
much you’ll need to save for retirement, don’t 
forget that the higher the cost of living, the 
lower your real rate of return on your investment 
dollars.

Facing the truth about college savings
Whether you’re saving for a child’s education 
or planning to return to school yourself, paying 
tuition costs definitely requires forethought — 
and the sooner the better. With college costs 
typically rising faster than the rate of inflation, 
getting an early start and understanding how 
to use tax advantages and investment strategy 
to make the most of your savings can make an 
enormous difference in reducing or eliminating 
any post-graduation debt burden. The more time 
you have before you need the money, the more 
you’re able to take advantage of compounding 
to build a substantial college fund. With a longer 
investment time frame and a tolerance for some 
risk, you might also be willing to put some of your 
money into investments that offer the potential 
for growth.

Consider these tips as well:
•   Estimate how much it will cost to send your 
child to college and plan accordingly. Estimates 
of the average future cost of tuition at two-year 
and four-year public and private colleges and 
universities are widely available.
•   Research financial aid packages that can 

help offset part of the cost of college. Although 
there’s no guarantee your child will receive 
financial aid, at least you’ll know what kind of 
help is available should you need it.
•   Look into state-sponsored tuition plans that 
put your money into investments tailored 
to your financial needs and time frame. For 
instance, most of your dollars may be allocated 
to growth investments initially; later, as your 
child approaches college, more conservative 
investments can help conserve principal.
•   Think about how you might resolve conflicts 
between goals. For instance, if you need to 
save for your child’s education and your own 
retirement at the same time, how will you do it?

Investing for something big
At some point, you’ll probably want to buy a 
home, a car, maybe even that yacht that you’ve 
always wanted. Although they’re hardly impulse 
items, large purchases often have a shorter time 
frame than other financial goals; one to five years 
is common.

Because you don’t have much time to invest, you’ll 
have to budget your investment dollars wisely. 
Rather than choosing growth investments, you 
may want to put your money into less volatile, 
highly liquid investments that have some 
potential for growth, but that offer you quick and 
easy access to your money should you need it.



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

Neighbor IslandFree Seminars

Please don’t 
keep us a secret.
Share this with a 

family member or 
friend!

Reserve Your Seat Today!

CALL
(800) 807-3820 x322

Or Register Online
www.sterlingandtucker.com

Trust Review Seminar
Wednesday, March 13 

10:00 AM - 11:30 AM
Sangha Hall - Conference Room

424 Kilauea Ave

Living Trust Seminar
Thursday, April 11 
10:00 AM - 11:30 AM

Maui Arts & Cultural Center
Haynes Meeting Room

One Cameron Way

KAHULUI

HILO


