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FROM THE ATTORNEY’S PEN....

by Kanani Makaimoku, JD

To Our Valued Clients,
To say that we are living through odd times would be an immense understatement. In a matter of a couple
of months, all of our lives have changed drastically. We have expanded our lexicon with the introduction of
new terms like coronavirus, social distancing, contact tracing and flattening the curve. For many of us, these
last several months have been alarming and frightening, especially as we learn about the devastating health
and economic consequences that COVID-19 has had on places like Italy, New York City, and even here at
home in Hawaii. It is our hope that you are not just surviving this global pandemic, but thriving. Perhaps
you have picked up new hobbies like gardening or sewing. You may have actually had the time to organize
your closets, remodel your bathroom, or prepare those delicious but time-consuming meals you’ve always
wanted to try. Maybe the best gift of all has been quality, uninterrupted time spent with family.
One thing that has become abundantly clear is the fragility of life and the importance of preparation. How
many of us found ourselves without enough toilet paper and other necessities as we went into lockdown?
How different would it have been if we had foreseen the crisis and prepared for it accordingly? Because
you are already a Sterling & Tucker client, you are well-prepared for the event of incapacity or death. It is
likely that you have spoken to friends and family members who are not as well-prepared as you. Consider
providing to your loved ones the gift of education and inspiration by referring them to us. We would be
happy to meet with them to discuss establishing an estate plan that is crafted to their specifications and
needs.
Until we are given the green light to resume our traditional public seminars, we will be offering webinars
to clients and prospective clients alike. Please contact us by phone or visit our website to sign up for an
upcoming webinar.
As for your own estate plan, if it has been more than a few years since you have last reviewed your
documents, 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 are pleased to offer you a 10% discount
off of any engagement for legal services for a limited time—from now until September 1, 2020. If your
Durable Power of Attorney or Advance Health Care Directive is outdated, or if you have changed your mind
about your end-of-life considerations and/or your named agents, now is the perfect time to update your
documents. We continue to offer in-person meetings in our office,
where we take cleanliness and sanitation very seriously. We also offer
phone consultations and virtual meetings via Zoom. Until we see you
again, stay safe and healthy!
With Much Aloha,

Tax Tips

by Laurie Young-Kagamida, CPA

Real Property Tax Relief
Summertime means eating shave ice in the
sunshine, relaxing at the beach … and the
first installment of real property taxes that is
due in August. Here are some tips on ways to
minimize your property tax bill.
Home Exemption
The home exemption amount is deducted
from the assessed real property value of a
home to determine the homeowner’s real
property tax. Hawaii homeowners should
ensure that they have filed for the home
exemption if they have recently purchased
their home or moved.
Honolulu County Real Property Tax Credit
for Homeowners
Honolulu County owners with a home
exemption in effect, a combined gross
income not more than $60,000, and who
do not own any other real property may
qualify for the Honolulu real property tax
credit. Qualified owners receive a tax credit
equal to the difference between the assessed
real property tax and 3% of total income.
Owners must apply annually for this credit.
Application forms will be available at http://
www.honolulu.gov/rep/site/bfs/2020_Tax_
Credit_Information_Brochure.pdf beginning
in July 2020 and are due by September 30,
2020 for the upcoming July 1, 2021 – June 30,
2022 tax year. IRS tax transcripts are usually
required with the application, however the
COVID-19 pandemic may cause more difficulty
in obtaining the transcript by the due date.
Accordingly, applicants may submit other
proofs of income including the first two pages
of their Form 1040.

totally disabled including totally disabled
veterans may apply for a disability exemption.
Application forms are available at https://
www.hawaiipropertytax.com/exemptions.html
and are due by June 30 for the first half real
property tax payment or December 31 for the
second half payment.
Maui County Additional Exemptions and Relief
Maui homeowners with Hansen’s disease,
impaired sight or hearing, or are totally
disabled including totally disabled veterans
may apply for a disability exemption. There
is also an exemption for active duty deployed
military. Application forms are available at
https://www.mauicounty.gov/1953/RPAForms-and-Instructions and are due by
December 31, 2020. Applications for the Maui
Circuit Breaker Credit will be available on
August 1.
Kauai County Tax Relief
Kauai homeowners may be eligible for the
2021 Additional Home Exemption, the 2021
Very Low Income Tax Credit or 2021 Home
Preservation Tax Limitation. Applications are
due annually by September 30. Disability
exemptions are also available for homeowners
with Hansen’s disease, impaired sight,
hearing or are totally disabled including
totally disabled veterans. Application forms
are available at https://www.kauai.gov/
RealProperty/TaxRelief.

Hawaii County Additional Exemptions
Big Island homeowners with Hansen’s
disease, impaired sight, hearing or are
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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.

TRUST REVIEW

LIVING TRUST

HONOLULU

HONOLULU

Saturday
Tuesday		

JULY 18
JULY 21

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

Thursday
Saturday		

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

WAIPIO
Thursday

AUGUST 6
AUGUST 8

KANEOHE

JULY 16

10:00 AM - 11:30 AM
7:00 PM - 8:30 PM
Hawaii Okinawa Center
94-587 Ukee Street

Tuesday 		

AUGUST 4

10:00 AM - 11:30 AM
7:00 PM - 8:30 PM
Koolau Ballrooms, Makai Room
45-550 Kionaole Road

PLEASE NOTE: IMPORTANT
Due to these uncertain times, our seminars are subject to change:
1) Due to cancellation for safety reasons
2) Added or substituted with a webinar
If attending a seminar, please be sure to contact our office and make a
reservation so we may keep you informed of any changes.

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
IRA and Retirement Account Rules Change
Congress Changes the Rules
for IRAs and other Retirement
Accounts for Covid Year 2020

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

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

The CARES Act included special rules for 2020 for
contributions to IRAs as well as for distributions from
IRAs and from other retirement accounts. Earlier this year, Congress also passed the SECURE Act which made
permanent changes to retirement account rules, but this summary mentions SECURE Act changes only as
they relate to changes brought on by the CARES Act, and also does not address state tax laws.

Contributions to IRAs and Roth IRAs
Contributions to regular and Roth IRAs must be made by the deadline for filing your income tax return.
This year, the deadline for filing your tax return for 2019 changed to July 15, 2020, so you have until then to
contribute to your IRA for 2019.
Your age must be under 70 ½ as of December 31, 2019, for you to be eligible to contribute to a regular IRA
for 2019. Other eligibility requirements for IRAs and Roths remain intact, including the requirement that
you or your spouse have earnings from work equal to or greater than the IRA contribution. There is no age
limitation to contribute to a Roth for 2019, and pursuant to changes made under SECURE Act, effective for
the year 2020, anyone of any age is eligible to contribute to either a regular or Roth IRA, subject to other
eligibility requirements.

Distributions and Loans from IRAs and from Retirement Accounts
Early Distributions
Normally, if you withdraw from a retirement account before 59 1/2, you pay tax on the withdrawn amount
and in addition you pay a 10% penalty. If you, your spouse, or a dependent is diagnosed with coronavirus
or if you suffer economic losses as a result of the pandemic, you may be eligible to avoid the penalty, but
be sure to structure the distribution correctly. You still must pay taxes on a distribution, but for Coronavirusrelated distributions you can spread the taxation over three years. Also, you have 3 years to recontribute the
amount withdrawn from your 401(k) due to COVID, even if this causes your annual total contribution for the
year to exceed the maximum contribution allowed.
Loans
If you want to borrow money from a qualified retirement plan such as your 401(k), liberalized rules will
apply if the loan was necessary to alleviate coronavirus-related hardship. Your employer can give you more
information.
Required Minimum Distributions and Roth Conversions
Required minimum distributions are suspended for 2020. Retirement Accounts were created to encourage
Continued on Page 6
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Financial (cont’d)
you to save for retirement by giving you either a tax deduction for contributions to them or, in the case
of Roths, tax free growth in them. The tax deferral lasts until you reach the required beginning date for
distributions, and from that date forward you are required to take money out even if you do not need it to
spend. You are required to start taking a required minimum distribution (RMD) and to pay tax on it when you
turn 72. Up until 2020, the required beginning date was 70 ½, but the SECURE Act changed that. Because of
COVID 19, all RMDs have been suspended for the year 2020 meaning this year you are not required to take
anything out.
The one-year suspension of RMDs applies to regular IRAs, Inherited IRAs, and Inherited Roth IRAs, 401ks,
403bs, SEPs and Simple IRAs – but it does not apply to Defined Benefit Plan distributions.

Should you take advantage of the one-year suspension of RMD?
The Disadvantage of Withdrawing at Depressed Values because you need Money
If you need to withdraw from your IRA investments because you need the money to live on, then you may
have no other option but to make the withdrawal even absent the RMD requirement. Selling investments
to make the withdrawal can be a hardship if your investments are depressed in value, and since COVID has
caused prices to drop dramatically, care should be taken to avoid the hardship.
Avoidance of the economic hardship from selling at depressed values is the reason Congress suspended the
RMD this year. One underlying assumption is that the market value will recover quickly, say, by January 2021.
Having to withdraw from an IRA in a depressed market is a financial hardship if you must sell investments
that are depressed in value. To illustrate the hardship, let’s create an example keeping the math simple. Bear
in mind that the RMD is based on the value of the account at the beginning of the year, not on the value of
the account at the time of the withdrawal.
In our example:
- Number of shares owned			

100,000

-

Beginning of the year value of IRA

$100,000

-

Beginning year price per share		

$1

-

Value of IRA at date of withdrawal

$50.000

-

Withdrawal date price per share		

50 cents

-

Withdrawal percentage this year		

10%

-

RMD amount				

$10,000

-

Tax rate - federal and state 			

25%

Consider what happens if you sell shares to withdraw $10,000. At the beginning of the year, you would have
to sell 10,000 shares to withdraw $10,000 - 10,000 shares at $1 each. If you sell in mid-March, you will have
to sell 20,000 shares to withdraw $10,000 – 20,000 shares at 50 cents each. If the market value recovers by
Continued on Page 7
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Financial (cont’d)
the beginning of 2021, your remaining 80,000 shares would be worth $80,000, you would have received the
RMD worth $10,000 and paid tax of $2500, and you would have lost $10,000 because you sold at the bottom
of the market.
The RMD requirement was suspended so that you are not forced to sell your investments at a loss. If you
need money and need to take it from your IRA in 2020, don’t take any more than you need, and see if there
are investments in your IRA that have not dropped in value so that you can avoid selling investments at
depressed values.
The Advantage of Withdrawing Shares or Converting to a Roth at Depressed Values if you do not need
Money
If you usually do not spend your RMD, then you will likely welcome the one-year RMD suspension because
no RMD means postponing taxation. However, there is a potential benefit of withdrawing in kind from IRAs
and other retirement accounts when the market is down. Let’s continue with our example.
If in March you withdraw 20,000 shares, $10,000 in value at a per share price of 50 cents, and you move the
shares in kind to a non-retirement account or a Roth, then at the beginning of next year when the market
has recovered, that account will be worth $20,000 (before taxes of $2500) and you would have $80,000 in
the IRA. You would have cut your tax rate in half to 12.5%.
We do not know when the market will recover, but we do think it will eventually, and we want to keep the
tax on IRA withdrawals as low as possible.
Roth Conversions
In normal years when the RMD rules apply, you can do a Roth conversion only after you take the RMD. If the
RMD is $10,000 and the Roth conversion is $10,000, you will owe tax on $20,000. This year, you can do a Roth
conversion without first taking an RMD because there is none, so give some thought to Roth conversions.
If you usually take an RMD of $10,000, this year you can do a Roth conversion and owe tax on only $10,000,
and when the recovery happens the growth will be tax free.
What if you have taken your RMD and wish you had not - can you put it back?
Any time you take a withdrawal from an IRA, other than an RMD, you can roll it back into an IRA if you follow
the 60-day rollover rules. Since your withdrawal turned out not to be required, the 60-day rule applies. The
IRS has said that if the withdrawal occurred between February 1 and May 15, 2020, then the 60-day period is
extended, and the rollover deadline is July 15, 2020; and in all other cases the deadline remains 60 days.
During these uncertain times, we want you to feel comfortable meeting with us if you need to update your
documents, or wish to refer friends and family. We are providing different options to meet your needs.
Option 1: In-person at our office (mask required, sanitizers available, limited number of groups in
waiting area, and sorry, as much as we love them, no hugs or handshakes)
Option 2: Virtual Zoom meeting
Option 3: Phone Consultation
All require an appointment.
We have also started meeting again in Hilo!
Please call our office at (808) 531-5391
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City Financial Tower
201 Merchant Street Suite 950
Honolulu, HI 96813

Free Seminar in Maui
Reserve Your Seat Today!
CALL

(800) 807-3820 x322

Living Trust Seminar
Thursday, August 13

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

(Subject to change based on status of COVID-19)

Or Register Online
www.sterlingandtucker.com

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

