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Aloha Friends,

Happy New Year! We sincerely hope 2021 brings much needed health, happiness, peace and stability for all 
of us. To say the past year has been challenging is an understatement. None of us could have imagined a year 
ago we would spend 2020 consumed by a world-wide pandemic with catastrophic effects. Many have lost 
their lives and thousands more have become seriously ill and have had to fight for their survival. Countless 
have lost their jobs and livelihood. We offer our condolences and best wishes to those who have been affect-
ed. The toll of Covid 19 will be with us for some time. However, we remain hopeful for a bright future.

This pandemic has taught us unexpected events can and will happen. It is more important than ever to be 
prepared. Many of you have come to see us over the past several months to update your estate plans, includ-
ing your Advance Health Care Directive; we applaud you for your diligence. Unfortunately, there are many 
more who have not kept their plans current. We encourage you to review your estate planning documents 
and make sure you are comfortable with those you have named to handle your affairs upon your death or 
incapacity and to confirm your last wishes regarding the distribution of your hard-earned assets upon your 
passing. Once you are incapacitated it is too late to make changes. The Coronavirus has made it difficult if not 
impossible for documents to be signed at the last minute in a hospital setting. We have heard heart wrench-
ing stories of loved ones in the hospital without proper documents in place. Anyone over the age of eighteen 
should have at least an Advance Health Care Directive, HIPAA release form and Durable Power of Attorney. 
Please take the time to update your own plans and encourage loved ones to do the same. As always, there is 
no charge to meet with the attorneys at Sterling & Tucker to review your plans.

Funding your trust and updating your beneficiary designation forms is also an important task to complete 
before it’s too late. There seems to be some confusion as to what to put in your trust and what to keep out. 
We will be hosting a workshop on this soon (either in person or via Zoom). Think of your revocable living trust 
as a treasure chest where you put assets such as your real estate, bank accounts and investments that are not 
part of a retirement account. Your other assets such as IRAs, 401Ks, TSPs, life insurance policies and annuities 
are all governed by beneficiary designation forms at your passing and would not normally be transferred 
to your trust while you are alive. Please refer to a letter in the front of your Estate Planning Portfolio binder 
which will guide you in funding your trust and naming beneficiaries on retirement accounts. If you pass away 
without properly funding your trust, your family may end up in Probate court. 

The attorneys and staff at Sterling & Tucker wish you the very best in the coming year and look forward to 
seeing you and helping you through these uncertain times.

With warm aloha,

FROM THE ATTORNEY’S PEN.... by Michelle Scully Hobus, JD

“Discover”
‘IMI A LOA‘A



Form 1099 Changes for Year 2020 Reporting

If you received non-employee compensation 
in year 2020, you may receive a new 1099 form 
this January.  Form 1099-NEC, which was last 
used in year 1982, has been resurrected for 
year 2020 and forward.  Amounts required to 
be reported on Form 1099-NEC include $600 
or more of payments to an independent con-
tractor (including parts and materials), pay-
ments to an attorney, directors’ fees, and cash 
payments for purchasing fish for resale.  Form 
1099-NEC is also required to report any
backup withholding of federal taxes.  

Form 1099-MISC will continue to be used to 
report rents, royalties, other income such as 
prizes and awards, fishing boat proceeds, 
medical and health care payments, payments 
for direct sales of $5,000 or more, substitute 
payments in lieu of dividends or interest, crop 
insurance proceeds, gross proceeds paid to an 
attorney, nonqualified plans and excess gold-
en parachute payments. 

Because January 31, 2021 falls on a Sunday, 

the due date for year 2020 Forms 1099-NEC 
and 1099-MISC to be furnished to each payee 
is February 1, 2021.

2021 Tax Updates

The Standard Deduction for Single and Mar-
ried Filing Separate filers increases from 
$12,400 in 2020 to $12,550 in 2021.  For Mar-
ried Filing Joint filers, the Standard Deduction 
increases from $24,800 to $25,100.  Head of 
Household filers will have a Standard Deduc-
tion increase from $18,650 to $18,800.  The Ad-
ditional Deductions for those who are blind or 
aged 65 or over increase from $1,300 to $1,350 
for married filers and from $1,650 to $1,700 for 
single filers.  Married Filing joint filers qualify-
ing for the Additional Deduction will have a 
total Standard Deduction of $27,800 and qual-
ifying Single filers will have a total Standard 
Deduction of $14,250.

The Estate and Gift Tax Exemption will increase 
from $11.580 million in year 2020 to $11.700 
million in year 2021.  The Annual Gift Exclusion 
remains at $15,000 for year 2021.  

Form 1099 Changes and 2021 Tax Updates

Tax Tips
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    by Laurie Young-Kagamida, CPA

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 resumed meeting in person 

in both Hilo and Kahului!
Please call our office at (808) 531-5391



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
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ATTEND OUR

REGISTER ONLINE 
https://www.sterlingandtucker.com/all-webinars/

LIVING TRUST

FREE WEBINARS

TRUST REVIEW

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.

From the comfort of your HOME

Webinars are offered on ZOOM. You may access ZOOM on your computer, laptop, iPad, tablet, or phone.
If you are not comfortable using ZOOM or need assistance, please contact Shasta Yamada at:

 Direct: (808) 791-9954 w  Email: Syamada@SterlingandTucker.com w Main Line: (808) 531-5391

Wednesday, January 6, 2021 
10:00	am	-	11:30	am
Living Trust
Lauren	Santos

Saturday, January 16, 2021
9:00	am	-	10:30	am
Living Trust
Michelle	Scully	Hobus

Saturday, February 6, 2021 
9:00	am	-	10:30	am
Living Trust
Kanani	Makaimoku

Thursday, February 11, 2021
6:00	pm	-	7:30	pm
Living Trust
Michelle	Scully	Hobus

Thursday, January 21, 2021 
6:00	pm	-	7:30	pm
Trust Review 
Kanani	Makaimoku

Wednesday, February 17, 2021 
10:00	am	-	11:30	am
Trust Review 
Lauren	Santos



RULE CHANGES FOR REQUIRED MINIMUM DISTRIBUTIONS
From Retirement Accounts To Avoid the 50% Penalty

Financial Matters

Page 5

There have been several tax law changes under the 
CARES Act and the SECURE Act, as well as changes 
in life expectancy tables, which affect those of you 
who have IRAs or other retirement accounts.  These 
changes combined seem to be leading to some con-
fusion and it may be a challenge to determine what 
rules will apply to you over the next few years.

If you own a retirement account and you were born in 1949 or before, then you need to know the Required 
Minimum Distribution (RMD) rules now.  Anyone born after 1949 will also need to know these rules by the 
time they attain the age 72.

Because of COVID-19, the RMDs were waived for the year 2020 under the CARES Act.  There is no indication 
that they will be waived again in 2021. 

For anyone born on or before June 30, 1949, you reached the Required Beginning Date (RBD) and were 
required to take a RMD for 2019.  Your RMD for 2020 was waived, but you must resume distributions in 2021.  
The only change that will affect you will be the change in the Uniform Lifetime Table and two related tables 
– these tables were updated in 2020 and will result in smaller RMDs, but you cannot use these tables until
2022.  The changes to the tables occurred because life expectancies have changed and the actuaries have 
updated the tables.

For those of you born on or after July 1, 1949, you had not reached your required beginning date by the end 
of 2019, so you are subject to the new law passed under the SECURE Act in December 2019 – and under this 
new law your required beginning date is the year in which you attain 72.

WHAT IS A REQUIRED MINIMUM DISTRIBUTION?
In order to entice you to save for retirement, your income subject to income tax is reduced by the amount 
that you put into a qualified retirement account; contributions are subject to various and ever-changing 
contribution limits.

By contributing your savings to a qualified retirement account, you postpone taxes on the contribution 
amount.  By postponing taxation, you can save more for retirement because you pay less in taxes.  Once 
you reach retirement, you are required to start withdrawing these retirement savings.  Why?  Because the 
postponement of taxes cannot continue indefinitely.  Once you reach retirement, distributions are required 
and these distributions are taxed.  The rules are designed to spread the entire amount in your retirement 
account over your lifetime.

When you reach the so-called Required Beginning Date (RBD), you must begin distributions, which are 
called Required Minimum Distributions (RMD), from your IRAs and other retirement accounts.  Every year, 
the RMD amount changes.  If you take out less than what you are supposed to take, you owe to the IRS not 
only the tax but also a penalty equal to 50% of the shortfall.

Continued on Page 6

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

3D	Wealth	Advisors,	Inc. 
201	Merchant	Street	Suite	909
Honolulu,	HI		96813
(808)	791-1444Saturday, February 6, 2021 

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

Thursday, February 11, 2021
6:00 pm - 7:30 pm
Living Trust
Michelle Scully Hobus

Wednesday, February 17, 2021 
10:00 am - 11:30 am
Trust Review
Lauren Santos



Financial (cont’d)
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WHAT TYPES OF RETIREMENT ACCOUNTS ARE SUBJECT TO RMDs? 
The only retirement accounts not subject to RMDs is the Roth IRA.

There is one situation when the RBD is postponed.  That is, if you work past the age when your RMD would 
otherwise begin, and you have savings in your current employer’s retirement plan, and if your current em-
ployer plan allows you to postpone taking distributions, and if you own no more than 5% of the company 
where you are working, then your RBD is postponed until you stop working, but only on the savings in your 
current employer’s sponsored retirement plan. RMDs are not postponed on any other retirement accounts 
that you have unless your current employer allows you to roll them into the current employer’s retirement 
plan and you do so.  

All other retirement accounts are subject to the RMD rules – IRAs, SEPs, SIMPLE IRAs, 401(k)s, 403(b)s, TSPs, 
Island Savings Plan, 457s, and so on – and I refer to all of these collectively as “IRA”.  

WHEN DO YOU START RMDs?
Until the rules changed in December of 2019, the RBD was either the year you attained 70 or the year you 
attained 71.

Under the new rule, you must start taking the RMD in the year you reach 72. 

Anyone whose birthday is on or before June 30, 1949, is subject to the old rules.  Anyone whose birthday on 
or after July 1, 1949, is subject to the new rule and the RMD starts in the year you attain 72. 

HERE IS HOW YOU CALCULATE YOUR RMD
Gather all your IRA/retirement account statements that you receive from your IRA custodians in January or 
February each year that show the value of each IRA as of December 31 of the preceding year.  Add the total 
value of all your IRAs, TSAs, 401(k)s, etc., then divide the total value for each type of retirement account by 
the number in the table below.  When you do this in 2022, be sure to use the updated table.  Also, use the 
number that appears next to the age that you will attain by the end of the year, not the number next to the 
age that you are on the day you take it out.  So, if you are going to be 75 by the end of the year, use 22.9 
even though on the day you take it out you are still 74.  

2002 Uniform Table for Determining Applicable Divisor 
Age Divisor Age Divisor Age Divisor Age Divisor
70 27.4 81 17.9 92 10.2 104 4.9
71 26.5 82 17.1 93 9.6 105 4.5
72 25.6 83 16.3 94 9.1 106 4.2
73 24.7 84 15.5 95 8.6 107 3.9
74 23.8 85 14.8 96 8.1 108 3.7
75 22.9 86 14.1 97 7.6 109 3.4
76 22.0 87 13.4 98 7.1 110 3.1
77 21.2 88 12.7 99 6.7 111 2.9
78 20.3 89 12.0 100 6.3 112 2.6
79 19.5 90 11.4 101 5.9 113 2.4
80 18.7 91 10.8 102 5.5 114 2.1

103 5.2 115+ 1.9

Continued on Page 7
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WHAT IS THE DEADLINE FOR WITHDRAWING THE RMD?
For the first year that you are required to take an RMD, you can take the RMD at any time during the year, 
or at any time within 3 months after the end of the year, that is until April 1.   For the second year and 
thereafter, the withdrawal deadline is December 31.   Taking your first distribution during the one-time 
extension period is generally not recommended because then you will be taxed on two distributions in 
the same year – the one for the first year and the one for the second year.

You can take the RMD in one lump sum, or in monthly, quarterly, or other installments so long as the 
total is equal to or more than the RMD amount.  In most cases, you can tell your custodian to withhold 
federal income tax and to remit the withheld amount to the IRAs, but in most cases Hawaii State income 
tax cannot be withheld.

You do not have to spend the amount that you withdraw; you can move the withdrawn amount into a 
different account that is not a retirement account and spend it when you need it, or save it or reinvest 
it.  In fact, if instead of saving it you spend it every year, you will likely deplete your retirement savings 
because the RMD gets bigger and bigger every year.  Consequently, if you want to preserve anything 
for your future health and care needs, or to leave a legacy to your loved ones or charity, be sure not to 
spend the entire RMD that you withdraw year after year. 

CAN YOU TAKE MORE OUT THAN THE RMD AND GET A CARRYOVER
You can take more than the required minimum distribution in any one year, but there is no carryover of 
an excess withdrawal to the following year.  Each year, you must take out at least your RMD.

DO I HAVE TO TAKE THE RMD OUT OF EACH ACCOUNT?
This is where different types of retirement accounts are treated differently.  If you have multiple IRAs, 
you can take the whole RMD out of one IRA account and nothing out of the others, or part out of each, 
or proportionately from each.  The same is true if you have multiple TSAs.  However, a withdrawal from 
an IRA cannot be treated as part of the RMD for your TSA accounts and vice versa.  Similar distinctions 
are made as to other types of retirement accounts, so check the rules for the types of accounts that you 
have. 

If you have different types of retirement accounts and you roll them all into IRAs, then they do all be-
come IRAs for purposes of applying these rules which makes your life simpler.  

If you want to take an RMD from each of your retirement accounts, most custodians will calculate the 
RMD amount for you and send it to you if you ask.  On the other hand, if you want to pick and choose 
where the withdrawal comes from, you will have to perform the calculations yourself.

If you are still working when you reach the required beginning date for IRAs and if there is an account 
that you are participating in at work, you are not required to take an RMD from the retirement plan at 
work, but you still need to take an RMD from your other retirement accounts.

YOU CAN AVOID TAX ON THE RMD BY DONATING IT TO CHARITY
If you direct your custodian to send a check for part or all your RMD to a tax exempt 501(c)(3) organiza-
tion, you will not have to pay taxes on the RMD.  Consequently, if you are in the habit of charitable giving 
or tithing, using your RMD in whole or in part will serve both your desire to be charitable and your desire 
to save taxes. To accomplish this, be sure to correctly fill out your custodian’s forms.  The annual amount 
eligible for tax-free treatment is limited to $100,000.

Financial (cont’d)



Providing Hawaii families
peace of mind while protecting their 
estate and preserving their wealth. 

Sterling & Tucker, LLP
Members of

American Academy of Estate Planning Attorneys | National Academy of Elder Law Attorneys | Hawaii State Bar Association

City Financial Tower • 201 Merchant Street, Suite 950 • Honolulu, HI 96813
Oahu (808) 531-5391 • Neighbor Island (800) 807-3820 • www.SterlingandTucker.com 

WHY WE DO WHAT WE DO

At Sterling & Tucker, we have a passion for 
helping families effectively plan their estate 

so that they leave behind a meaningful legacy. 

The practice of law is not just a job for us. We 
believe it is a great privilege to plan a family’s 
estate and see it as a calling and a chance to 

make a real difference in our community. 

Our clients entrust us with all of their 
hard-earned wealth and ask us to preserve 

their assets and legacy, not only for their use 
but for future generations. 

For nearly 30 years our experienced and 
dedicated team has been commited to 

establishing lifelong relationships with Hawaii’s 
families and the generations that follow. 

Estate Planning 
• Revocable Living Trusts • Wills

• Power of Attorney • Healthcare Documents
• Probate • Special Needs Planning

• Capital Gains Tax Elimination • Protection for Your
Beneficiaries • Long-Term Healthcare Planning 

• Preservation of Your Family History

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


