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FROM THE ATTORNEY’S PEN....

by Richard J. Sakoda

Aloha!
We hope this finds you and your family healthy. In an effort to better serve you, we would like to take this
opportunity to remind clients and their families about good practices when communicating with our office.
With a growing number of clients over the past 30 years, we receive a vast number of emails, voicemails,
faxes and other messages. A surprising number of messages don’t provide us with enough information to
identify who the client is so we can look up their file. For example, we’ll get an email from “Fran” at “Fran808@
articleexample.com” asking a question about her trust – we have no idea who Fran is, thus making it difficult to look up her file. Similarly, we’ll get a message from “Linda” where she repeatedly says her “mom” or
her “parents”, but she never actually gives us the names of her parents. Even if Linda gives us her name, our
databases and client files are indexed by client name, not the names of their children or nephews or nieces.
It is best if you give us the name of the client, whether that is you, your mom, dad, parents, uncle, friend, etc.
If you are not the client, provide us your relationship to the client – son, daughter, nephew, niece, sibling,
Successor Trustee, etc.
If you commonly use a nickname, you should also provide us with your legal name. We could search our
records all day for “Jack” Doe and not realize his legal name, and the name on his file, is John Doe (but prefers
to go by Jack).
Sometimes people fax or email documents to us from a third-party, like the UPS Store or Staples. If you are
using a service like this please include a cover page with information about who is sending the documents
and how they can be contacted (e.g. your name and phone number or email address).
Also, a note about texting. At this time, Sterling & Tucker’s phone system is not designed to accept or send
texts. If you text our main line or any of the extensions at Sterling & Tucker, your text will disappear as there’s
nothing at our end to capture the text. If you want to send us a text, please check to see if your texting or
SMS app will send texts to an email address. We are currently exploring texting options and will inform you
when and IF we have texting capabilities.
Take care and remember – always identify yourself and if you’re not the client, provide us the name of our
client when calling, faxing, emailing or otherwise contacting our office. We appreciate your kokua so that we
may better serve you and your loved ones.
With Much Aloha,

Tax Tips

by Adam N. Luchak, MAcc

2020 Recovery Rebate Credit
As part of the economic stimulus in response to
the COVID-19 pandemic, an individual may be
able to claim the Recovery Rebate Credit (RRC)
on his or her 2020 Form 1040. This credit can
increase an individual’s tax refund and decrease
an individual’s tax due for tax year 2020.
Individuals who are ineligible to receive the RRC
include nonresident aliens, estates or trusts,
those that can be claimed as dependents on
another 2020 tax return, and those that have
2020 adjusted gross incomes (AGIs) at or above
certain amounts.
The economic impact payments (EIPs) also known as stimulus payments received in April and May 2020
and January 2021 were advance payments of the RRC.
Due to the structure of the Recovery Rebate Credit Worksheet on the 2020 Form 1040 Instructions, the
RRC can be understood by viewing it as two credits. The maximum amount of the “first” RRC individuals
can claim is $1,200 for an eligible individual (or $2,400 for the eligible taxpayer and eligible spouse on a
married filing jointly return) and $500 for each qualifying child. The maximum amount of the “second” RRC
is $600 for an eligible individual (or $1,200 for the eligible taxpayer and eligible spouse on a married filing
jointly return) and $600 for each qualifying child. Thus, the maximum RRC a single individual without any
qualifying children can claim is $1,800 ($1,200 + $600). A child who qualifies for the purposes of the child
tax credit (CTC) in 2020 is a qualifying child in the context of the RRC calculation.
Individuals that may be eligible to receive the RRC, but are not entitled to the maximum amount of the
RRC, have 2020 AGIs above the following amounts: $150,000 for married filing jointly filing status (MFJ)
and qualifying widow(er) filing status, $112,500 for head of household filing status (HOH), and $75,000
for all other filing statuses (i.e., single or married filing separately). However, individuals are ineligible
to receive any amount of the RRC if 2020 AGIs equal or exceed certain AGI amounts. Examples of these
amounts include: $198,000 for MFJ with no qualifying children, $146,500 for HOH with one qualifying
child, $99,000 for single filing status with no qualifying children, and $99,000 for married filing separately
filing status with no qualifying children.
2021 Tax Relief
H.R. 1319 – American Rescue Plan Act of 2021 was signed into law by the President of the United States on
March 11, 2021. For tax year 2021, the act increased the maximum CTC to $3,000 for qualifying children
aged six to 17 years of age and increased the maximum CTC to $3,600 for qualifying children under the
age of six. On March 12, 2021, the Internal Revenue Service announced that Americans will receive a third
stimulus payment or economic impact payment. Qualifying families may receive $1,400 per qualifying
individual.
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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.

FREE WEBINARS
From the comfort of your HOME

ATTEND OUR

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.

MAY WEBINARS

JUNE WEBINARS

Saturday, May 8, 2021

Saturday, June 5, 2021

Wednesday, May 12, 2021

Thursday, June 10, 2021

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

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

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

10:00 am - 11:30 am
Trust Review
Michelle Scully Hobus

Thursday, May 27, 2021

Wednesday, June 23, 2021

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

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

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

Richard J.
Sakoda, JD

Michelle Scully
Hobus, JD

Kanani
Makaimoku, JD

Lauren
Santos, JD

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

ATTEND OUR FREE SEMINARS
Now offered IN PERSON
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
MAY 19
MAY 22

WEDNESDAY
SATURDAY

10:00 AM - 11:30 AM
Ala Moana Hotel
Carnation Room
410 Atkinson Drive
Honolulu, HI 96814

LIVING TRUST
MAY 20

THURSDAY

7:00 PM - 8:30 PM
Pearl Country Club
Pearl Room II
98-535 Kaonohi St
Aiea, HI 96701

Keeping in step with CDC Guidelines, we will practice
social distancing, provide sanitizers, require masks be
worn throughout the seminar, take temperature checks
and assign seating per reservation.

Helping Hawaii families since 1991.
We will be here for you and your family.

Kanani Makaimoku, Michelle Scully Hobus, Lauren Santos,
Richard J. Sakoda

Temperature Checks before entering seminar with
assigned seating. To reserve seats for you and a guest
please call (808) 531-5391 ext.322
or register online at www.SterlingandTucker.com

Financial Matters
Should I do a Roth IRA conversion?
This is a very common question we hear from
clients and the answer truly is “it depends” in most
cases. Let’s explore some situations that would be
good ones for Roth IRA conversion.

Compliments of:
Matthew C. McConnell, CFP®, APMA®
Senior Financial Advisor
Hawaii Partners 3D Wealth Advisors
201 Merchant Street Suite 909
Honolulu, HI  96813
(808) 791-1444

Sweet Spot before required minimum distribution starts:
From retirement age until required minimum distributions (RMD) start is a sweet spot where your
income may be lower, and you could benefit from making Roth IRA conversions. Under the current
rules, RMDs start at age 72. Depending on how much you saved into your 401(k), IRAs, and other pretax retirement accounts, the RMD amount could be significant and even have the potential of pushing
you into a higher federal income tax bracket. If a person retires at age 65, they could make annual Roth
IRA conversions until age 72 when their RMD starts. This could have a couple of positive effects. The
first being that they would build up the amount of assets that could provide tax free income later in
retirement. The second being that they would reduce the total amount of pretax assets subject to the
RMD by the time they reach age 72. In some cases, lowering the total taxable amount if they don’t get
pushed into a higher federal income tax bracket. The third benefit is if they have children or other heirs,
leaving assets in a Roth IRA are tax free as opposed to leaving assets in pretax IRA accounts are taxable
as income to the heirs. One downside of using this Roth conversion strategy is that you will realize
more income between age 65 and 72, which will be taxable. It is a good idea to try to limit the annual
conversion amounts to an amount that is comfortable from a tax perspective. It is also important to
understand the implications of realizing more taxable income in the year of a Roth conversion. Social
security retirement benefits may be taxed more as a result of the higher income and the Medicare part
B premium may increase as a result of the higher realized income as well.
Convert assets in-kind while the prices are low:
A common way people convert pretax retirement accounts over to Roth IRA accounts is by selling the
stocks or mutual funds in the pretax account and moving the cash over to the Roth account. At which
time they’ll purchase stocks or mutual funds in the Roth account. A less common strategy that could
work well when the stock market is down is to move the shares of the stocks or mutual funds in-kind
from the pretax retirement account into the Roth IRA account. This will allow you to move more shares
when the stock market is down and realize less gain when the stock market moves upwards again, and
you sell to take distributions from the Roth account. One issue here is that you will need to pay the tax
liability from savings outside of the pretax retirement account in most cases. You could pay the tax from
the pretax retirement account if there is enough cash to do so, otherwise you would need to sell shares
to generate cash for the tax which kind of defeats the purpose of trying to move all the shares in-kind.
The amount and the timing of Roth IRA conversions are going to vary from year to year based on a
myriad of variables like income, tax rates, market performance, etc. As such, it is important to keep an
eye on these variables and make decisions each year. This should not be a set it and forget it strategy
because what makes sense one year may not the next. Consulting with your financial and tax advisors
before making a Roth conversion is always a good idea.
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Estate Planning
Joint Tenancy Problems in Estate Planning
By: The American Academy of Estate Planning Attorneys
www.aaepa.com • blog.aaepa.com
Edited by Richard Sakoda
Sometimes people use Joint Tenancy as a simple way to
do Estate Planning. This can have drawbacks, sometimes
serious and unexpected.
First, why is Joint Tenancy a simple way to do Estate Planning? At the death of a joint tenant, the property automatically transfers by operation of law to the remaining joint
tenant(s). This can be attractive because it bypasses the
probate process and all it entails. Probate is the process
that moves property titled in the name of one person (the
decedent) and moves it to the name of another person.
Probate is a public process, lacking privacy. Depending
upon the state, probate can be costly and time-consuming. With Joint Tenancy, probate isn’t required because the
property passes to the surviving joint owner(s) by operation of law by its very nature.
However, while a married couple might use Joint Tenancy
(or Tenancy by the Entirety, which is a special form of Joint
Tenancy for married couples in Hawaii) to avoid probate
at the death of the first of them to die (as the surviving
spouse would be the surviving joint owner), it doesn’t
avoid probate at the death of the second of them to die
(as there would then be no surviving joint owner). Thus,
the surviving spouse needs to take steps to avoid probate at his or her death. The problem is that the surviving
spouse might not take such steps because the surviving
spouse is too grief-stricken to act, is incapacitated or
suffering from illness, dies shortly after without having
enough time to take the necessary steps, or simply does
not realize that he or she needs to take such steps. A
worse problem occurs when both spouses die at the same
time or the order of their deaths cannot be determined–
often referred to as “simultaneous death” or a “common accident”. In such cases, the law divides their Joint Tenancy
into two halves and requires two probates – one for each
spouse.
Let’s look at a quick example. John and Mary own their
home in Joint Tenancy. This seems to work well for them
for years. Driving home from work one day, John has a
heart attack and dies. The property transfers by operation
of law to Mary. However, Mary is distraught from John’s
death and puts off planning for the home as she
cannot bear to discuss matters which reminds her of

John’s death. Mary eventually dies with the home in her
name and a probate is required. Of course, if John and
Mary had died in a common accident, probate would
have been required, too.
However, there could be more serious problems with
Joint Tenancy. Let’s say that Mary in our example above
did further planning by adding John’s and Mary’s only
child, Josh, as a joint tenant after John’s death. While
this would avoid probate at Mary’s death, just as it did at
John’s death, it causes other issues.
Josh could decide to force a sale of Mary’s home. Of
course, Mary says he would never do that. Maybe he
wouldn’t – voluntarily. However, let’s say Josh is sued and
a third-party gets a judgment against him. They can satisfy the judgment against any of his assets, including his
ownership interest in the home he holds in Joint Tenancy
with Mary. Or Josh gets divorced and his ex-wife is awarded a portion of his share of the home – the ex-wife could
insist on either being bought out or that the home be
sold. Then there’s bankruptcy (which can be involuntary),
Josh getting scammed out of his half of Mary’s home,
Josh being talked into adding his wife’s name to his half
of Mary’s home, Josh borrowing against his half of Mary’s
home, and so on.
So, in addition to the risk that Josh might turn out to be
a bad child who makes Mary’s life difficult, the situations
that arise in Josh’s life could cause Mary to lose the half
of her home in Josh’s name to Josh’s creditors, his ex-wife
or others. While Mary was trying to save a little money by
putting her home in Joint Tenancy, she jeopardized the
roof over her head.
If John and Mary had utilized a Revocable Trust instead of
Joint Tenancy, the property would have avoided probate.
If Mary hadn’t compounded the problem by trying to use
Joint Tenancy with Josh, she could have avoided having
to deal with Josh losing the half of her home Mary gave
to him.
Speak with a qualified Estate Planning attorney about the
best way to plan in your situation.
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City Financial Tower
201 Merchant Street Suite 950
Honolulu, HI 96813

WeEstate
are excited
to be
Planning
bringing
back
• Revocable Living Trusts
• Wills
• Power of Attorney • Healthcare Documents
• Probate • Specialseminars
Needs Planning
in-person
• Capital Gains Tax Elimination • Protection for Your
Beneficiaries • Long-Term Healthcare Planning
in MAY!
• Preservation
of Your Family History
Providing Hawaii families
peace of mind while protecting their
estate and preserving their wealth.

