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Dear Friends,
What a year it has been!
We hope you are keeping healthy and safe. We miss seeing you in person but have enjoyed hearing
from you via phone and email. We are glad to hear that you are keeping fit by exercising and walking,
volunteering virtually, taking care of home repairs and renovations, adopting puppies, trying out new
recipes, sewing face masks, and cleaning out closets.
Having more at-home time is an opportunity to organize your financial documents. There are some
documents that we recommend you keep long term: copies of your tax returns, records of real property
transactions and home improvements, records of retirement plan contributions and rollovers, records
of worthless stock or uncollectible debts, and records of gifts or inherited property.
The supporting documents to your tax return should be kept for seven years after your tax return is
filed. This includes your W-2 and 1099 forms, K-1 forms, charitable contribution and other deduction
records, tuition and educational expenses, and bank and brokerage statements.
Pay stubs should be retained until you receive your W-2 or 1099 and can verify the accuracy of the
amounts reported to you. ATM withdrawal and deposit receipts may be disposed of after you confirm
them with your periodic statement.
As you are disposing of financial records, to avoid the risk of fraud or identity theft, we recommend that
you shred your documents using a cross-cut or micro-cut paper shredder. Shredders may also have a
separate slot for shredding CDs, DVDs and credit cards.
Please read our year-end tax planning article for tips on what
steps you can take before year’s end and how to prepare for
the upcoming tax filing deadlines.
Wishing you happy holidays!
With aloha,

Year-End Tax Tips
As year 2020 comes to a close, it is time to actively
review your income tax status and implement tax
planning steps. Here are some helpful reminders
and updates for 2020 including changes enacted
by the 2017 Tax Cuts and Jobs Act (TCJA), the
2020 Setting Every Community Up for Retirement
Enhancement (SECURE) Act and the 2020
Coronavirus Aid, Relief, and Economic Security
(CARES) Act.

by Laurie Young-Kagamida, CPA
and Tracy Watkins, CPA

AGI for year 2020. Donations made by check must
be mailed or delivered by December 31, 2020 to
be deducted in 2020. Donations by credit card are
deductible as of the date the charge is made, even if
you pay your credit card bill in 2021.

Required Minimum Distribution (RMD)
Changes for IRAs and Pension Plans – Prior to year
2020, retirement account owners were required to
receive minimum distributions from age 70½. The
SECURE Act, which became effective on January 1,
2020, raised the RMD start date from age 70½ to
age 72, with the option to postpone the first RMD
payment until April 1 of the year after you turn
72. Just a few months later on March 27, 2020, the
CARES Act was signed into law. Because of market
volatility, the CARES Act waived all 2020 RMDs
for IRAs, 401(k) plans, 403(b) plans and defined
contribution plans. Defined benefit plans are not
eligible for the RMD suspension. Qualified charitable
distributions (QCDs) continue to be permissible.
Make Retirement Plan Contributions
Consider maximizing your 401(k), 403(b) or 457(b)
plan contribution by December 31, 2020. The 2020
limit is $19,500 (or $26,000 for ages 50 and over).
IRA contributions for 2020 are due by April 15, 2021
and have a limit of $6,000 (or $7,000 for ages 50 and
over). Ensure that you understand the difference
between tax-deferred (traditional) and tax-free
(Roth) retirement options.
Charitable Donations
The CARES Act allows for tax year 2020 an abovethe-line charitable deduction of $300. An abovethe-line deduction reduces Adjusted Gross Income
(AGI) which may affect the taxation of Social
Security, deduction limitations and Medicare IRMAA
adjustments.
The TCJA increased the limitation on cash
contributions from 50% to 60% of Adjusted Gross
Income (AGI) for years 2018-2025, a provision that
Hawaii adopted. The CARES Act increased the limit
on deductible charitable contributions to 100% of

Donating appreciated stock continues to be a
favorable tax strategy by allowing you to deduct
the fair market value of the stock without paying
tax on the capital gain. If you are considering stock
donations, contact the charity by early December to
obtain its investment account information as this will
be needed by your investment advisor.
Qualified charitable distributions from your IRA also
continues to be a valuable tax strategy even with the
suspension of RMDs. IRA owners age 70 ½ and older
may make tax-free distributions of up to $100,000
from their IRAs to a qualified charity. It is important
to keep the December 31, 2020 deadline for doing
a QCD as well as meeting the deductibility rules for
charitable contributions. Be sure to notify your tax
preparer when making this type of distribution since
the 1099-R that will be issued by the IRA custodian
will not indicate that the QCD was made.
To check on the deductibility of a donation, search
for the organization using the IRS online tool Exempt
Organizations Select Check at http://www.irs.gov/
Charities-&-Non-Profits/Exempt-OrganizationsSelect-Check. Another source of information on
many nonprofit organizations is GuideStar (www.
guidestar.org), an organization whose goal is to
provide information and enable users to make better
charitable giving decisions.
Gifting: The annual gift exclusion is limited to
$15,000 per person in 2020. Married couples can
elect to split a gift, allowing a $30,000 limit. Gifts
of tuition paid directly to the school and medical
expenses paid directly to a care provider are not
considered gifts for the $15,000 limit. You can make
a tuition or medical gift and still give up to $15,000
to a recipient without causing a taxable gift. Gifts
exceeding the annual limit that do not qualify for
an education or medical exclusion must first be
reported on a gift tax return. Please contact us if you
need assistance preparing a gift tax return.
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Year-End Tax Tips (Cont’d)
Review Your Investment Portfolio
Review your portfolio to determine your capital
gain or loss status. The lower long-term capital
gains tax rates of 15% for federal taxes and
7.25% for Hawaii taxes are still in place for certain
taxpayers in 2020. Selling a losing investment can
help offset a capital gain. Deductions for net capital
losses are limited to $3,000 per tax return (or $1,500
if you are married filing separately). Taxpayers
in the 10% and 15% tax brackets are subject to a
federal tax rate of 0% on qualified dividends and
long-term capital gains.
Adjust Tax Withholdings or Estimates
If you expect to owe federal or state tax for 2020,
consider increasing your tax withholding or
increasing your 4th quarter estimated tax payment.
To avoid underpayment penalties, you must pay
the lesser of 90% of your 2020 tax or 100% (or
110% for higher income taxpayers) of your 2019
tax. If you are able to deduct state income taxes,
consider paying your 4th quarter state estimated
tax payment before the end of the year, as you may
be able to deduct that state tax payment in 2020
vs. 2021. Keep in mind that the state and local Tax
(SALT) deduction for federal purposes is limited
to $10,000 under the TCJA. Remember also that
Hawaii eliminates the state income tax deduction
for single or married filing separate filers with
federal AGI of $100,000 or more and married filing
jointly or qualifying widow(er) filers with federal
AGI of $200,000 or more.
Use Your Flexible Spending Account
The flexible spending account (FSA) annual
contribution limit is $2,750 for 2020. Unless your
plan allows for the $500 carry over of unused funds
or grace period option, the use-it-or-lose-it rule
applies. Review your remaining 2020 account
balance and out-of-pocket medical expenses to
determine how much to set aside for your 2021
FSA.
Threshold for Medical Expense Deduction
In 2020, the AGI threshold for itemized medical
deductions remains at 10% of AGI for all taxpayers
regardless of age.

Business Tax Changes
The TCJA lowered the maximum tax rate from 35%
to 21% and put in place a valuable 20% deduction
for qualified sole proprietorships, partners of
partnerships, and S corporation shareholders.
Taxpayers who have rental income are included
in the group of businesses that may be eligible
to receive the deduction based on total taxable
income.
The CARES Act increases the limit on deducting
charitable contributions from 10% to 25% of a
corporation’s taxable income.
Know The Differences Between Federal and
Hawaii Tax Law
As Hawaii’s tax laws did not conform to all of
the federal changes made under the TCJA, it
is important to understand the differences in
planning for your Hawaii taxes. For example, while
you may claim the standard deduction for federal
taxes, you may itemize deductions for Hawaii taxes.
While the TCJA suspended miscellaneous itemized
deductions such as employee business expenses
and investment fees for federal taxes, Hawaii tax
laws continue to allow the deduction.
Don’t Wait Until April
Begin gathering your data throughout the year or
as early as possible. Collecting updated/current
information now will help you to estimate your
2020 tax liability so that you can decide whether
to make estimated tax payments or increase your
withholding while there is still time to do so.
For daily tax news updates, please visit our website:
http://www.cpasofhawaii.com/.
In mid-January 2021, we will be sending 2020
tax organizers to Sterling & Tucker tax clients and
contacting clients using the online organizer with
access information. Please help us to be a little
greener and save some trees by considering the
online organizer for your 2020 tax information. You
can also upload tax documents in electronic format
as you work through the organizer.
Please contact Cristell Juan at (808) 791-9953 if you
are interested in becoming a client of Sterling &
Tucker, Inc. (CPAs) or to request an online organizer.
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ATTEND OUR

FREE WEBINARS

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.

NOVEMBER
Thursday, November 5, 2020

Thursday, November 12, 2020

Saturday, November 7, 2020

Wednesday, November 18, 2020

10:00 am - 11:30 am
Trust Review
Kanani Makaimoku

9:00 am - 10:30 am
Trust Review
Michelle Scully Hobus

Wednesday November 11, 2020
10:00 am - 11:30 am
Living Trust
Michelle Scully Hobus

5:00 pm - 6:30 pm
Living Trust
Lauren Santos

10:00 am - 11:30 am
Living Trust
Lauren Santos

Thursday, November 19, 2020
6:00 pm - 7:30 pm
Living Trust
Kanani Makaimoku

DECEMBER
Thursday, December 3, 2020

Saturday, December 12, 2020

Saturday, December 5, 2020

Tuesday, December 15, 2020

Tuesday, December 8, 2020

Thursday, December 17, 2020

5:00 pm - 6:30 pm
Trust Review
Lauren Santos

9:00 am - 10:30 am
Trust Review
Michelle Scully Hobus

10:00 am - 11:30 am
Living Trust
Lauren Santos

9:00 am - 10:30 am
Living Trust
Kanani Makaimoku

10:00 am - 11:30 am
Medicaid Planning
Kanani Makaimoku

6:00 pm - 7:30 pm
Trust Administration
Michelle Scully Hobus

We Miss You
At Sterling & Tucker, we are anxiously awaiting approval from our governing authorities to
resume public seminars. While we have done everything within our control to host a public
seminar safely, we have been denied that opportunity.
In light of the present situation and health crisis, we are converting all of our seminars into
webinars and have added more dates and times to make it easier for everyone’s differing
schedules.
The transition to webinars has definitely had its share of advantages. With the ability to
record them, we are able to provide a link to those who would like to view it again, or are
unable to attend our webinars during our designated dates and times.
Please contact our office at (808) 531-5391 or email terrio@sterlingandtucker.com or
syamada@sterlingandtucker.com if you would like to watch or share a YouTube link of one of
our past webinars with a loved one.
Thank you very much for your patience and understanding during these unprecedented
times. We very much look forward to someday meeting face-to-face once again at our
public seminars.

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.
Please call our office at (808) 531-5391

REGISTER ONLINE www.sterlingandtucker.com/Webinars
OR CALL TODAY (808) 531-5391

Financial Matters
What Happens When You Die or Lose Capacity?
Financial Plans to Make and Steps to Take
As we age, our physical strength and mental acuity
will inevitably decline. Often, we need help with
our care as our weaknesses progress and pose
complex challenges. Often this leads to neglect
of our business and financial affairs. As a result of
aging, you and your family may need advice from
several professionals to address issues concerning:
(1) tax and accounting; (2) financial planning
and investing; (3) elder laws and estate planning;
(4) health and custodial care; and, (5) housing.
Although contemplating these inevitable transitions
in life is difficult, the transitions are more graceful
and dignified if you do plan ahead, and your family
is more likely to avert the trauma of severe financial
crisis.
If you do all your planning in private and commit
everything to memory and nothing to paper, how
can you expect your family to continue your plan
when you are losing capacity and after you pass?
Make it easy for your family to find answers to the
questions listed in this article.
QUESTION #1:
WHAT INCOME DO YOU RECEIVE AND WHAT BILLS
NEED TO BE PAID?
If you lose capacity, someone will need to pay your
bills. Your inventory should identify your sources
of income – both monthly and periodic such as
required minimum distributions from retirement
accounts - and whether the income arrives in the
mail or via direct deposit to a bank account. It would
be helpful to use one account primarily to receive
your income and pay your expenses. List monthly
expenses and periodic expenses such as real
property tax and insurance – health, life, disability,
and long-term care. Identify which expenses are
paid automatically from your bank account. If you
are supplementing your income with systematic
withdrawals from your portfolio, make this clear
and include a sample of the paperwork necessary to
initiate periodic withdrawals and the person to call
for help with these.

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

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

QUESTION #2:
HAVE WE IDENTIFIED ALL OF THE ASSETS?
Your family will meet with professionals who will
ask the obvious question: what are your assets
and liabilities. You family will find some of your
assets, but if they miss anything, they will not know
it. Prepare and maintain a complete, up-to-date
written inventory of assets and liabilities. Date the
inventory and break the list down by asset category
including a description of each item, an approximate
value, and who to contact for advice. Include one
recent statement showing the current value for
each asset. For example, in January of each year,
add the December 31 statement for each asset as
they arrive in the mail in January and remove the
old statement. You should also include statements
showing the date of purchase and the cost basis for
each investment in taxable accounts (this is not as
essential for retirement accounts).
If you have many accounts, consider simplifying by
consolidating your assets into fewer accounts. This
will reduce paperwork and reduce the likelihood
that an account will be missed and end up with the
state as unclaimed property.
QUESTION #3:
WHO HAS ACCESS TO THE ACCOUNTS?
Accounts over which you have sole access
will be inaccessible for months following your
disability while your family petitions the court for
guardianship. Cash flow stops and bills go unpaid.
Rival family members fight for control. Plan to avoid
these problems.
Accounts held in trust or jointly with another are
more readily accessible. If you are relying on a
power of attorney, make sure each of your financial
institutions will honor it. Finally, remember that a
payable on death designation is affective only after
you die, so the POD beneficiary has no access if you
are alive but disabled.
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Financial Matters (Cont’d)
QUESTION #4:
HAVE YOU BEEN FILING YOUR TAX RETURNS
EVERY YEAR?

QUESTION #6:
WHAT INVESTMENT STRATEGY HAVE YOU BEEN
USING?

Make it easy for your family to find the file that
contains your tax returns. If you prepare the returns
yourself, make this one of the first tasks that you
delegate as your mind becomes less sharp. Even
a sharp mind has difficulty following the frequent
changes in the law. Also, the older you become,
the more likely you will forget or neglect to file your
returns. If you make a calculated decision to stop
filing because you owe no taxes, put a note in the
file explaining your reasoning for not filing.

The process you follow in making investment
decisions is rarely documented unless a professional
is involved. Take time to elaborate on your
thought process in writing. If your genius mind is
implementing a strategy that is complex, robust,
and multi-faceted, and contains many or frequent
moving parts, what actions must your family take to
avoid significant financial losses when your genius
mind is suddenly lost?

QUESTION #5:
IF YOUR CARE EXPENSES INCREASE AND
INVESTMENTS MUST BE SOLD TO PAY THE BILLS,
WHAT SHOULD BE SOLD FIRST?
As your family begins to deplete your investments
to pay for your care costs, there will be tax
considerations and tax consequences. Selling assets
with a high tax basis is generally preferable because
low basis assets will get a step up in basis on your
death. On the other hand, your care and medical
costs will create tax deductions that will offset gains
and income from investments. In some years, it
may be advisable to liquidate assets that do not get
a step up in basis on your death and are taxable as
ordinary income such as IRAs and annuities.
Be cognizant of your estate plan when you formulate
an asset liquidation sequence. The liquidation
process can dramatically alter the outcome of your
estate plan if your estate plan includes specific
bequests of real estate or other assets, or if you have
accounts with beneficiary designations or accounts
with payable on death provisions. If in your Last
Will or Trust you leave a piece of real estate or an
account specifically to one person and this property
is sold, the designated heir will not receive the
bequest. Similarly, if you have multiple retirement
accounts with different beneficiaries or payable on
death designations, the choice of which account to
liquidate and deplete first will impact beneficiaries
disproportionately.

QUESTION #7:
WHEN YOU DIE, WILL YOUR INCOME CONTINUE
FOR YOUR SPOUSE AND DEPENDENTS?
If you handle the finances, you are familiar with
how much it costs to live the life that your family is
accustomed to, and you know how to make ends
meet. Leave instructions on how your family will
continue to cover the bills after you are gone. If
your death will leave your family strapped for cash
because your pension stops when you die or for any
other reason, do not make your family discover this
the hard way. If this is your secret, it will not be for
long and the sooner your family can recognize the
problem, the more quickly they can adjust to it.
Widows and widowers often do not have answers
and cannot find the answers to these simple
questions and do not know where to go for help.
If you are the planner and investor in the family,
recognize when it is time for your family to know the
details of your plan or to hire a financial professional
to work with you. The more dependent your
spouse is, the more helpless your spouse will be.
Being unprepared can be a costly mistake, so be
sure to have readily available the answers to these
questions that your family will face.
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City Financial Tower
201 Merchant Street Suite 950
Honolulu, HI 96813

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.

