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FROM THE ATTORNEY’S PEN....
Aloha Valued Clients,
We hope you are enjoying these beautiful summer
days and are getting to spend time relaxing with
your family and friends.
I would like to take this opportunity to discuss the
importance of properly naming beneficiaries on
your retirement accounts. Retirement assets include
individual retirement accounts (IRAs), 401(k)s,
403(b)s, Thrift Savings Plans (TSP), Annuities, etc.
These different types of retirement accounts all
share one thing in common; they are controlled
by beneficiary designation at your death. The
beneficiary designations bypass the estate and
determine how the account is paid out after your
death. Therefore, it makes no difference who you
have named as beneficiaries under your will or
trust; only the beneficiary named on the particular
retirement account beneficiary form will receive the
asset.
It is important to check who you have designated
as beneficiary to your retirement accounts. We
often find that clients have forgotten who they
originally designated. You may have selected your
beneficiaries long ago when you first opened the
account or first began working for your employer.
To check the beneficiary to your retirement
account, call the company directly. To change your
beneficiary designations, request the requisite
beneficiary designation form directly from the
company.
It is also important that you name both a primary
and a contingent beneficiary. The primary
beneficiary is the person first in-line to inherit the
asset. The contingent beneficiary is the back-up

by Lauren Sheppard, JD

beneficiary in case the primary beneficiary predeceases you.
Who you designate as your retirement account
beneficiary is also extremely important in
determining not only who receives assets, but
also how quickly the assets must be withdrawn.
Who you name as your beneficiary sets the speed
of withdrawals after your death. This is important
because there are advantages to withdrawing the
assets over a longer period of time in order to allow
them to grow tax-free or tax-deferred. Generally, if
you name your trust as a beneficiary, the retirement
account assets must be withdrawn over the life
expectancy of the oldest beneficiary named in
the trust. The older the beneficiary, the shorter
the amount of time over which the funds must be
withdrawn; the younger the beneficiary, the longer
the permitted amount of time for the withdrawals
to occur.
Because of these tax complications, we generally
recommend naming an individual or individuals
as the beneficiary of your retirement account as
opposed to naming your trust. However, if you
have minor children or other circumstances which
necessitate naming your trust, please speak with
your attorney regarding the best way to designate
the trust on your beneficiary designation form.
With Much Aloha,

Tax Tips
Education Tax Credits

by Laurie Young-Kagamida, CPA

With fall and college tuition due dates
approaching, here are two federal tax incentives
for education expenses.
The American Opportunity credit is a federal tax
credit of up to $2,500 for each eligible student,
consisting of 100% of the first $2,000 of qualified
education expenses and 25% of the next $2,000
of qualified education expenses. To be eligible
for the credit, a student must meet the following
criteria:
• Must be enrolled in a program leading to a
degree or other recognized education credential
• Must have not yet completed the first four
years of post-secondary education
• Must be enrolled at least half-time for at least
one academic period beginning in the current
calendar year or the first three months of the
following calendar year if the expenses were
paid in the current calendar year
• Must not have been convicted of a felony
for possessing or distributing a controlled
substance.
Qualified education expenses include tuition,
required enrollment fees and course materials
(such as books, supplies and equipment)
required for enrollment or attendance.
The credit phases out for taxpayers with
modified adjusted gross income of $80,000
to $90,000 for single, head of household or
qualifying widow(er) filing status or $160,000
to $180,000 for married filing joint status.
Taxpayers with married filing separate filing
status cannot claim the American Opportunity
credit.
The Lifetime Learning credit is a federal tax credit
for up to $2,000 for each tax return, consisting
of 20% of up to $10,000 of qualified education
expenses for the taxpayer, spouse and claimed
dependent. The student must take one or more
courses and need not be pursuing a degree or
recognized education credential. There is no

restriction for felony convictions for possessing
or distributing a controlled substance and there
is no limit on the number of years the Lifetime
Learning credit may be claimed.
Qualified education expenses include tuition,
required enrollment fees and course materials
(such as books, supplies and equipment)
required for enrollment or attendance.
The credit phases out for taxpayers with
modified adjusted gross income of $58,000
to $68,000 for single, head of household or
qualifying widow(er) filing status or $116,000
to $136,000 for married filing joint status.
Taxpayers with married filing separate filing
status cannot claim the Lifetime Learning credit.

THANK YOU For Being Amazing

by Terri Owada
After you complete the signing of your documents,
we send you a closing letter, together with a Client
Evaluation form.
We are grateful for your comments as we strive to
be the very best for you, our amazing clients.
Some of you may be Facebook fiends, or some may
avoid social media altogether. Maybe you’re like me.
I’m on Facebook and Instagram but I don’t really
“DO” Facebook and Instagram. On the other hand,
I am a Yelp Elite. I love writing reviews, especially
when I have a great experience.
Please visit our social media outlets for Sterling &
Tucker, LLP to connect with us and share your great
experiences. Thank you for being great clients!
Follow us on FaceBook: @SterlingandTuckerLLP
Follow one of our attorneys on Instagram: attorneylaurensheppard
Write a review on Yelp (https://www.yelp.com):
Sterling & Tucker
Write a review on Better Business Bureau (https://
www.bbb.org): Sterling & Tucker LLP, A Liability Law
Partnership
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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

Wednesday
Saturday		

SEPTEMBER 11
SEPTEMBER 14

Wednesday
Saturday		

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

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

WAIPIO
Thursday

OCTOBER 2
OCTOBER 5

KAPOLEI

SEPTEMBER 12

Thursday

10:00 AM - 11:30 AM
7:00 PM - 8:30 PM
Hawaii Okinawa Center, Legacy II Room
91-3257 Kualaka’i Parkway

OCTOBER 3

10:00 AM - 11:30 AM
7:00 PM - 8:30 PM
Kroc Center, Koa Room
91-3257 Kualaka’i Parkway

Neighbor Islands

TRUST REVIEW

MEDICAID PLANNING

KAHULUI

HILO

Wednesday, Sept 18

10:00 AM - 11:30 AM

Sangha Hall s Conference Room
424 Kilauea Ave

Thursday, Oct 10 - 10:00 AM - 11:30 AM

Maui Arts & Cultural Center
Haynes Meeting Room s One Cameron Way

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
Will Social Security and Medicare Trust Funds Last for Your Lifetime?
Compliments of:
Michelle H. Tucker

current year to pay benefits and administrative
costs is invested (by law) in special Treasury bonds
that are guaranteed by the U.S. government and
earn interest. As a result, the Social Security Trust
Funds have built up reserves that can be used to
cover benefit obligations if payroll tax income is
insufficient to pay full benefits.

CFP®, JD, CPA/PFS

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

Most Americans will eventually receive Social
Security and Medicare benefits. Each year, the
Trustees of the Social Security and Medicare Trust
Funds release lengthy reports to Congress that
assess the health of these important programs.
The newest reports, released on April 22, 2019,
projects a Social Security cost-of-living adjustment
(COLA) for 2020 and discusses the current financial
condition and ongoing financial challenges that
both programs face.
What is the Projected 2020 Cost-of-Living
Adjustment?
Based on the “intermediate” assumptions in this
year’s report, the Social Security Administration
is projecting that the cost-of-living adjustment
(COLA), announced in the fall of 2019, will be 1.8%.
This COLA would apply to benefits starting in
January 2020.
What are the Social Security and Medicare Trust
Funds?
Social Security: The Social Security program
consists of two parts. Retired workers, their families,
and survivors of workers receive monthly benefits
under the Old-Age and Survivors Insurance (OASI)
program; disabled workers and their families receive
monthly benefits under the Disability Insurance
(DI) program. The combined programs are referred
to as OASDI. Each program has a financial account
(a trust fund) that holds the Social Security payroll
taxes that are collected to pay Social Security
benefits. Other income (reimbursements from the
General Fund of the U.S. Treasury and income tax
revenue from benefit taxation) is also deposited in
these accounts. Money that is not needed in the

Medicare: There are two Medicare trust funds.
The Hospital Insurance (HI) Trust Fund helps pay
for hospital care (Medicare Part A costs). The
Supplementary Medical Insurance (SMI) Trust Fund
comprises two separate accounts, one covering
Medicare Part B (which helps pay for physician and
outpatient costs) and one covering Medicare Part D
(which helps cover the prescription drug benefit).
Highlights of Social Security Trustees Report
• Social Security’s total cost is projected to exceed
its total income (including interest) in 2020 and
remain higher for the next 75 years. The U.S.
Treasury will need to withdraw from trust fund
reserves to help pay benefits. The Trustees project
that the combined trust fund reserves (OASDI) will
be depleted in 2035, one year later than projected
in last year’s report, unless Congress acts.
• Once the combined trust fund reserves are
depleted, payroll tax revenue alone should still be
sufficient to pay about 80% of scheduled benefits
for 2035, with the percentage falling gradually to
75% by 2093.
• The OASI Trust Fund, when considered separately,
is projected to be depleted in 2034. Payroll tax
revenue alone would then be sufficient to pay 77%
of scheduled benefits. These figures are unchanged
from last year’s report.
• The DI Trust Fund is expected to be depleted in
2052, 20 years later than projected in last year’s
report. The significant depletion date change
reflects the fact that both benefit applications and
the total number of disabled workers currently
receiving benefits have been declining over the
past few years. Once the DI Trust Fund is depleted,
Continued on Page 6
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Financial (cont’d)
payroll tax revenue alone would be sufficient to pay 91% of scheduled benefits.
• Based on the “intermediate” assumptions in this year’s report, the Social Security Administration is
projecting that the cost-of-living adjustment (COLA), announced in the fall of 2019, will be 1.8%. This COLA
would apply to benefits starting in January 2020.
Highlights of Medicare Trustees Report
• Annual costs for the Medicare program exceeded tax income each year from 2008 to 2015. There were
fund surpluses in 2016 and 2017. In 2018, expenditures exceeded income, and this year’s report projects that
costs will exceed income by increasing amounts (excluding interest income). The report notes that in 2007,
assets represented 150% of expenditures, but by the beginning of 2019, the ratio of trust fund assets to
expenditures had fallen to 66%.
• The HI Trust Fund is projected to be depleted in 2026, the same year as projected in last year’s report. Once
the HI Trust Fund is depleted, tax and premium income would still cover 89% of estimated program costs,
declining to 78% by 2043 and then gradually increasing to 83% by 2092. The Trustees note that long-range
projections of Medicare costs are highly uncertain.
Why are Social Security and Medicare facing financial challenges?
Social Security and Medicare are funded primarily through the collection of payroll taxes. Because of
demographic and economic factors, including higher retirement rates and lower birth rates, there will be
fewer workers per beneficiary over the long term, worsening the strain on the trust funds.
What is being done to address these challenges?
Currently, not much, but both reports urge Congress to address the financial challenges facing these
programs soon, so that solutions will be less drastic and may be implemented gradually, lessening the
impact on the public. Combining some of these solutions may also lessen the impact of any one solution.
Some Social Security reform proposals on the table are:
• Raising the current Social Security payroll tax rate. According to this year’s report, an immediate and
permanent payroll tax increase of 2.7 percentage points to 15.1% would be necessary to address the longrange revenue shortfall (3.65 percentage points to 16.05% if the increase started in 2035).
• Raising or eliminating the ceiling on wages currently subject to Social Security payroll taxes ($132,900 in
2019).
• Raising the full retirement age beyond the currently scheduled age of 67 (for anyone born in 1960 or later).
• Reducing future benefits. According to this year’s report, to address the long-term revenue shortfall,
scheduled benefits would have to be immediately and permanently reduced by about 17% for all current
and future beneficiaries, or by about 20% if reductions were applied only to those who initially become
eligible for benefits in 2019 or later.
• Changing the benefit formula that is used to calculate benefits.
• Calculating the annual cost-of-living adjustment for benefits differently.
You can view a combined summary of the 2019 Social Security and Medicare Trustees Reports and a full
copy of the Social Security report at https://www.ssa.gov/. Also, you may find the full Medicare report at
https://www.cms.gov/.
By: The American Academy of Estate Planning Attorneys
www.aaepa.com • blog.aaepa.com
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Estate Planning
The Little Things May be the Most Important
By: Stephen C. Hartnett, J.D., LL.M.
The American Academy of Estate Planning Attorneys
www.aaepa.com • blog.aaepa.com
Often, the smallest things have the most sentimental value. Your grandmother’s silverware or your
grandfather’s railroad watch could connect you to them in a special way. Your mother’s ring or your
father’s Boyscout bugle could hold a special place in your heart. Your sports memorabilia could connect
you to one of your children in a unique way. You may want those items to go to particular beneficiaries
who will cherish their sentimental value as you have. There’s an easy and flexible way to do that.
When your will or trust is drafted, it can include a disposition of “tangible personal property” through a
list external to the document. Tangible personal property includes things you can touch, like the items
listed in the paragraph above. It does not include real estate or intangible assets like bank accounts,
cash, etc.
In most (if not all) states, if your will or trust references a tangible personal property list external to the will or trust, the list is
valid to transfer the items detailed on that list to the beneficiary
identified. The list would reference your will or trust and would
provide for the disposition of the specific item of tangible
personal property with a description of the item and to whom
it should go. The list must be signed and dated every time you
update it.
The unique thing about the tangible personal property list is that it does not need to be executed with
the formalities of a will or trust. For example, the list does not need to be witnessed or notarized, even
though the document referencing the list needed additional formalities. If you change your mind, you
can simply update the list and sign it and date it again.
The list is an easy and flexible way to earmark items to
your desired beneficiary. The flexibility can be important.
Let’s say that you have an athletic daughter and you were
leaving all your sports memorabilia to her. Then, your
grandson earns an award in a swimming event. You may
want to decide to give your diving trophy to your grandson since it’s a way for him to remember the special bond
you share. You can simply update the list with the new
disposition and sign it and date it.
If you keep the list updated, your loved ones will be receiving assets you’ve handpicked for them, which is all the
more meaningful.
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City Financial Tower
201 Merchant Street Suite 950
Honolulu, HI 96813

Is the Beneficiary of Your IRA the IRS?
Failing to plan properly can
cost you and your family
thousands in needless taxes.
This workshop is a MUST if you want to
be sure your estate plan is complete.

HONOLULU
IRA Workshop

Reserve Your Seat Today!
CALL

(808) 791-1444
or Register Online
www.sterlingandtucker.com

Thursday, Ocotober 10

10:00 AM - 11:30 AM
Sterling & Tucker
City Financial Tower
201 Merchant Street Ste 950

Michelle H. Tucker
CFP®, JD, CPA/PFS

