Serving Oahu, Maui and Hawaii Island residents since 1991.

July/Aug 2019

Vol. 122

‘IMI A LOA‘A
“Discover”

FROM THE ATTORNEY’S PEN....
To Our Valued Clients,
We hope you are enjoying the warmth, wonder and
beauty of summer. Perhaps your summer itinerary
has included travel to far off places and quality
time with your friends and family. I personally
enjoy summer because the longer daylight hours
and slower pace frees up more time to enjoy the
simple pleasures in life—like a good book. I have
discovered a few books that may be of interest to
you and your friends and family. Many of these
titles have received such rave reviews from pleasure
readers and critics alike, that I can’t resist sharing
them with you. Happy reading!
•

That Good Night: Life and Medicine in the
Eleventh Hour, by Sunita Puri, M.D. is a palliative care physician’s exploration of modern
methods of treating end-stage patients. It is
an eye-opening approach to end-of-life care
as not simply treatment of a disease, but
treatment of a whole person, which includes
the recognition of their hopes, fears and
beliefs.

•

When Breath Becomes Air, by Dr. Paul Kalanithi, is a memoir that was completed by Dr.
Kalanithi’s widow and posthumously published after he succumbed to terminal lung
cancer in his mid-30’s. Despite its obvious
tragic ending, the book is an inspiring look
at what it means to live and live well, even in
the face of imminent death.

•

The Gentle Art of Swedish Death Cleaning, by
Margareta Magnusson explores the Swedish tradition of decluttering and embracing
minimalism, with the eventual goal of freeing yourself of material possessions and the
angst that sometimes accompanies them.

•

by Kanani Makaimoku, JD

Happiness Is a Choice You Make: Lessons from
a Year Among the Oldest Old, is written by
John Leland, a reporter for The New York
Times, who spent a year interviewing and
learning from six of New York City’s oldest
residents, all of whom come from diverse
cultures, background and life experiences.

On the business front, 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 reviews at no charge
to you. We highly encourage a review if you have
experienced the death of your spouse, partner, a
named beneficiary or successor trustee; or if you
have recently retired, purchased real estate, or
inherited assets. It is common for us to discover
during a trust review that real estate has been
left out of trust due to a refinance, an issue with
a mortgage lender, or as a way of preserving
tenants by the entirety creditor protection. Times
have changed and laws have evolved. You can
and should transfer tenants by the entirety real
estate to your trust and still maintain your creditor
protection in doing so. It’s important to take action
to properly fund your trust to ensure your assets
transition seamlessly to your loved ones upon your
death.
With Much Aloha,

Tax Tips
Withholding & Estimated Tax

by Tracy Watkins, CPA

best estimate. The values from the Withholding
Calculator can also be used to complete the Form
W-4P. For those who have more complex tax
situations or are interested in more (fifty-eight
pages worth) detail about future developments
affecting Federal tax withholding and estimated
tax, Publication 505 can be found at https://www.
irs.gov/forms-pubs/about-publication-505.

For the past few years, our July newsletter article
has generally been focused on checking your
estimated taxes and withholding. While not the
most exciting topic, it is one which should be of
interest to the many unhappy taxpayers who were
surprised by the amount of taxes due for 2018
tax year. Now is the time to fine tune where your
withholding and estimated taxes are at for the
remainder of 2019.
Optimizing your withholding is important for all
taxpayers whether they are retirees or are still in
the workforce. If you withhold too much, you get a
large refund the following year but you’ve allowed
the government an interest-free loan. Conversely,
if you withhold too little, your periodic paycheck is
higher, but you may have tax due to the IRS next
April.
The Internal Revenue Service (“IRS”) released a new
version of the Form W-4P Withholding Certificate
for Pension or Annuity Payments in 2019 (website
address: https://www.irs.gov/pub/irs-pdf/fw4p.
pdf ) and is expected to issue a draft of the new
Form W-4 Employee’s Withholding Allowance
Certificate this year, for use in 2020. While waiting
for the new Form W-4, taxpayers can still use the
online withholding calculator available on the
IRS’s website at https://www.irs.gov/individuals/
irs-withholding-calculator. Having a good idea
of what your 2019 income and other items which
will affect your 2019 taxes, would give you the

Steve Forbes said, “A post card that would say, in
effect, having a wonderful time; glad most of my
money is here.”
In addition to the complexity of recalculating
withholding and estimated taxes, the Tax Cuts
and Jobs Act brought us all new and sometimes
a little squirrelly looking individual income tax
forms which were not always “post card” simple,
so please contact your CPA if you need assistance
with your withholding or estimated taxes.

Stuffed Mushrooms Recipe
1/2 lb. large mushrooms
1/2 cup butter
1/2 cup minced onions
2 cloves garlic - minced
2 Tbsp. parsley - minced
3/4 tsp. salt
1/4 cup oregano
1/2 cup dried breadcrumbs (Pepperidge Farm)
1/4 cup mozarella cheese - grated
Preheat broiler, chop mushroom stems. Cook
stems, onion, garlic, parsley, salt, and oregano in
butter for about 5 minutes. Stir in bread crumbs
and cheese.
Spoon into mushroom, broil approximately three
minutes until top is slightly brown.

Page 2

Planning Your Estate Is
About Peace of Mind

You Need Proper Planning
With Proper Planning

Without Proper Planning

l Your estate will transfer quickly to your

l Your estate may go through probate, taking

l If you’re married, proper planning can

l If you’re married without proper tax planning,

l You’ll avoid a conservatorship if you

l If you become incapacitated, or unable to sign

family upon your death without the
expense of probate.

shield twice as much from federal estate
taxes.
become incapacitated - so your estate will
be run as you see fit.

months or even years, and probate fees could
be substantial.
your family may owe federal estate taxes of
40%.

documents, a court may assign a conservator
to run your estate as he or she sees fit.

Reason to Review Your Trust
Death or marriage of a beneficiary
Birth or adoption of a child
Child or grandchild with special needs
A desire to provide creditor or divorce protection
for beneficiaries
l Change in your marital status

l
l
l
l

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.

ATTEND OUR

FREE SEMINARS

As a Sterling & Tucker client, all consultations are free. Join us if it’s been several years since you created
your trust and share this with a friend or family member for them to also enjoy a free one-hour consultation.

LIVING TRUST

TRUST REVIEW

HONOLULU

HONOLULU

JULY 9 TUESDAY
JULY 13 SATURDAY

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

AUGUST 7 WEDNESDAY
AUGUST 10 SATURDAY
10:00 AM - 11:30 AM
Ala Moana Hotel
Carnation Room

EWA BEACH
JULY 11 THURSDAY

AUGUST 8 THURSDAY

10:00 AM - 11:30 AM
7:00 PM - 8:30 PM
Koolau Ballrooms, Makai Room
45-550 Kionaole Road
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10:00 AM - 11:30 AM
7:00 PM - 8:30 PM
Kroc Center, Meeting Room
91-3257 Kualaka’i Parkway

KANEOHE

Neighbor Islands

TRUST REVIEW

LIVING TRUST

Wednesday, July 17 10:00 AM - 11:30 AM
Sangha Hall s Conference Room
424 Kilauea Ave

Thursday, August 22 - 10:00 AM - 11:30 AM
Maui Arts & Cultural Center
Haynes Meeting Room s One Cameron Way

KAHULUI

HILO

Richard J.
Sakoda, JD

Michelle Scully
Hobus, JD

Kanani
Makaimoku, JD

Lauren
Sheppard, JD

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

Financial Matters
INVESTMENT PLANNING: UNDERSTANDING RISK
Compliments of:
Michelle H. Tucker
CFP®, JD, CPA/PFS

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

In our lifetimes, all of us will have to save for
something. It might be to purchase a house, to pay
for education, to pay for retirement, or something
else. If the amount needed is large and the amount
of time needed to accumulate the amount is
long, then the cost of what you are saving for will
continue to rise. If you simply put your savings
in the bank, your savings will grow very little, but
the amount you need to get to your goal will grow
because the cost of what you are saving will keep
rising. This is particularly true of retirement. The
solution is to invest your savings, but investing is
risky and while taking the risk is necessary, the risk
must be managed to prevent losing money on the
investment.
This is the fourth in a series on the basics of
investing.

Mutual Fund Basics

according to investment style or objective, which
can be stated in various ways. For example, some
stock mutual funds buy stocks in companies
believed to have potential for long-term growth
in share price. Other stock mutual funds look for
current income by focusing on companies that pay
dividends. Sector funds buy stocks in a particular
sector, such as technology or health care. Still other
mutual funds may purchase stocks based on the
size of the company (e.g., stocks of large, mid-size,
or small companies).
Although the name of a stock mutual fund
generally offers insight into its investment style and
objective, it is important not to rely on the name
alone in determining whether a particular fund
is what you want. The fund prospectus is like an
owner’s manual and contains information about
the kind of investment style that the manager(s)
employ, and the kinds of stocks that the fund will
buy.
Note: Before investing in any mutual fund, carefully
consider its investment objectives, risks, fees, and
expenses, which are discussed in the prospectus
available from the fund. Read the prospectus
carefully before investing.

A mutual fund pools the money of many investors
to purchase securities. The fund’s manager buys
securities to pursue a stated investment strategy.
By investing in the fund, you’ll own a piece of
the total portfolio of securities, which could be
anywhere from a few dozen to hundreds of stocks.
This provides you with a convenient way to obtain
instant diversification that would be harder to
achieve on your own.

A bond fund is made up of debt instruments
that governments or corporations issue to raise
capital. They are designed to provide investors with
interest income in the form of regularly scheduled
dividends. If you bought individual bonds, you
would need to concern yourself with their maturity
dates and the reinvestment of your funds. Buying
shares of a bond fund relieves you of these
concerns; the fund manager handles them for you.

Types of mutual funds

Bond funds are primarily classified according to the
issuers of the bonds in the fund’s portfolio and/or
to the term of the bonds. For example, municipal
bond funds buy bonds issued by municipalities. The
income from these is free from federal tax (however,
a portion of the income may be subject to the
federal alternative minimum tax) and may be free

There are many mutual funds to choose from. The
two most common types are stock mutual funds
and bond mutual funds. A stock fund invests in
common stocks issued by U.S. and/or international
companies. Funds are often named and classified

Continued on Page 6
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Financial (cont’d)
from state and local taxes. Similarly, some funds invest only in U.S. Treasury debt instruments (e.g., bonds,
bills, and notes) or high-grade (or low-grade) corporate bonds. Some bond funds, from all types of issuers,
limit themselves to bonds maturing in the short, intermediate, or long term. Bond funds are subject to the
same inflation, interest-rate, and credit risks associated with their underlying bonds. As interest rates rise,
bond prices typically fall, which can adversely affect a bond fund’s performance.
There are other types of mutual funds that you will encounter. Funds that invest in both stocks and bonds
(or stocks, bonds, and cash alternatives) are often known as balanced funds. A money market fund buys
extremely short-term debt instruments and is often used as a place to put cash, short term, until it is needed
elsewhere. (Though a money market fund attempts to maintain a $1 per share value, there is no guarantee
it will always do so, and it is possible to lose money investing in a money market fund.) Index funds attempt
to duplicate a standardized, broad-based index such as the Standard & Poor’s 500 (S&P 500) stock index or
Moody’s bond index by holding a portfolio of the same securities used by the index in an attempt to match
the index’s performance as closely as possible.

What are the benefits of investing in a mutual fund?
Diversification: Most mutual funds own dozens or even hundreds of securities. The managers often spread
the fund’s assets over more than one type of investment (e.g., both stocks and bonds, or stocks from a
variety of industries). This exposes you to less potential risk than buying just a few individual securities. If
some of the fund’s holdings perform poorly, they may be offset by others doing well (though diversification
cannot guarantee a profit or ensure against a loss).
Professional money management: When you buy shares in an actively managed mutual fund, part of what
you pay for is the fund manager’s expertise. The manager analyzes hundreds of securities (both current and
contemplated holdings) and makes decisions on what and when to buy and sell.
Small investment amounts: Depending on fund rules, you can open an account and make subsequent
contributions with a very small initial investment. You can even set up automatic investments through a
transfer of funds from your bank account.
Liquidity: You can convert your mutual fund investment into cash (i.e., redeem your shares) by making a
request to the fund company in writing, over the phone, or on the Internet on any business day.
Of course, mutual funds are not guaranteed investments. The price of all mutual fund shares can change
daily, and you’ll receive the current value of your shares when you sell — which may be more or less than
you paid. All investing involves risk, including the possible loss of principal, and there can be no assurance
that any investing strategy will be successful.

Choosing a fund
Choosing a mutual fund to invest in requires more than picking a fund from the Top 10 list of the best past
performers. Choosing a mutual fund requires careful thinking about numerous factors. The most important
of these to consider include your investment objectives, risk tolerance, and time horizon.
Spend some time considering these factors, then do as much research as you can. Many financial magazines
and web sites are good sources of information to use in an initial screen for suitable mutual funds. Review
the fund prospectus. It provides a great deal of information that you’ll want to know about the fund, such as
the fund’s investment objective and style, and the fund’s expenses. To get a prospectus, contact the mutual
fund company directly, or go on-line to the company’s website to download one.
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Financial (cont’d)
Sales charge and other costs
All mutual funds have expenses that investors must pay for, but the sales charge, or load, is probably
the most significant and varied among funds. These sales charges are generally paid as commissions to
stockbrokers, financial advisors, and insurance agents. The sales charge may be deducted at the time you
purchase shares of the mutual fund (front-end load), leaving less to work for you, or it may be charged
at the point of redemption (back-end load). Some mutual funds, known as no-load funds, have no sales
charges.
Pay attention to a mutual fund’s other fees and expenses, as well. Look at a fund’s expense ratio, which
is calculated by dividing the fund’s annual expenses by the fund’s average net assets. Expenses affect a
fund’s net return. The higher the expense ratio, the less money is being put to work for you.

Turnover ratio
Portfolio turnover reflects the value of a fund’s trades during a year compared to the total value of its
assets, and is often used as an indicator of how actively a fund manager trades. If the value of a fund’s
trades equals that of its entire portfolio, its turnover ratio would be 100 percent.
Aggressively managed funds generally have higher portfolio turnover ratios than do conservative funds,
which buy and hold for the long term. High turnover generally adds to the expenses of a fund because of
the brokerage commissions paid for each transaction.
More important, however, is that when the fund sells stock at a gain, the gain must be distributed to
shareholders. You will then be liable for income tax on your portion of the gain, even if the gain was
reinvested, and even if your fund’s share value actually decreased that year.
A tax-efficient approach minimizes the tax impact of its trades by implementing strategies such as
offsetting gains by selling other stocks at a loss, or holding stocks for long periods. Note that if you own a
mutual fund in an individual retirement account (IRA) or a qualified retirement plan at work (e.g., a 401(k)),
tax efficiency is not as important. This is because no tax is immediately paid on realized gains in these
retirement accounts and plans; tax is deferred until the money is withdrawn.

Past performance
Although past performance is no guarantee of future results, a fund’s track record over the past 3, 5, and
10 years is certainly worth considering. How does it compare with its peers — funds with similar risk and
investment strategies? Apples-to-apples comparisons of funds are difficult, so a variety of broad market
indexes are used as comparison benchmarks. For example, the S&P 500 is often used as a proxy for the
U.S. stock market as a whole. Examine how well the fund that you are looking at has performed in both
good and bad years relative to the most appropriate benchmark index.

Fund managers
One of the advantages of purchasing shares in an actively managed mutual fund is professional
money management. The past performance of the fund is a reflection of the fund manager’s ability to
effectively manage its assets. You should research the current manager’s history with the fund; was the
fund’s performance his or her achievement? If the fund has a new manager, make sure that individual’s
investment style matches your expectations.
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City Financial Tower
201 Merchant Street Suite 950
Honolulu, HI 96813

Free Seminars Neighbor Island
HILO
Trust Review Seminar
Wednesday, July 17
10:00 AM - 11:30 AM
Sangha Hall
Conference Room
424 Kilauea Ave

KAHULUI
Living Trust Seminar
Thursday, August 22

10:00 AM - 11:30 AM
Maui Arts & Cultural Center
Haynes Meeting Room
One Cameron Way

Reserve Your Seat Today!
CALL

(800) 807-3820 x322
Or Register Online
www.sterlingandtucker.com
Please don’t
keep us a secret.
Share this with a
family member or
friend!

