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Aloha to our Sterling & Tucker Ohana,

I hope you’ve enjoyed the summer with your friends and family. I’d like to take this opportunity to talk to 
you about refinancing your mortgage. Many of our clients are taking advantage of the low interest rates 
and are financing their loans. If you plan on refinancing, there are a few things you should know.   

If you have established a trust with Sterling & Tucker, it’s likely that your trust owns your real estate. And 
yes, to answer the question that many of you have posed, it is possible to refinance a property owned by a 
revocable trust. Different lenders have varying requirements when refinancing real estate owned by a trust. 
You will need to speak to your particular lender to inquire as to their specific requirements.

Generally, lenders will want to review a copy of your full trust, which they often times refer to as the “Long 
Form.” If you are meeting with your lender in person, you may provide them with your maroon binder to 
allow them to make a photocopy of the trust. Please utilize this copy in your binder before requesting an 
additional copy from our office. You may also provide them with a pdf copy of the trust via email.   

Some lenders will temporarily deed the property out of the trust back into your personal name, process the 
new loan, and then deed the property back into the trust. If this is your lender’s preferred method, check 
with your lender to see if they will handle the drafting and recording of the deeds to transfer the property. 
If your lender handles the transfers, it is important to check that they actually follow-through with deeding 
the property back into the trust after the loan is secured. If your lender has handled the transfer process, 
please provide us with recorded copies of both deeds so that we can review them on your behalf and save 
them to your client file. If your lender wants you to handle the deed transfers, give us a call and we will 
assist you with that process.    

In other instances, the lender may want a letter from our office certifying certain things about the trust, 
namely that it is revocable, that it is valid under Hawaii law, and that the trustees of the trust have certain 
powers including the ability to encumber the property and borrow. If your lender requires such a letter, 
please contact our office. There is a fee for the letter. 

As always, if you have any additional questions 
about refinancing your loan or your estate planning 
in general, we are here to assist you. 

With much Aloha,

FROM THE ATTORNEY’S PEN.... by Lauren Santos, JD

“Discover”
‘IMI A LOA‘A



Income Related Monthly Adjustment Amount

Hurricane Irma was an extremely powerful hurricane that caused a lot of destruction in the fall of 2017.  While 
Hurricane Irma did not directly impact us in the Hawaiian Islands, another “Irma” has been wreaking havoc on many 
taxpayers since 2007.  The income-related monthly adjustment amount, otherwise known as “IRMAA” is a surcharge 
that high-income earners may pay in addition to their Medicare Part B and Part D premiums.

For those of you who have experienced IRMAA, no explanation is needed since you were probably already provided 
with a letter from the Social Security Administration (“SSA”) informing you that you were going to be assessed the 
adjustment which could result in triple sizing your monthly Medicare premiums.   Medicare beneficiaries can benefit 
from tax planning by being informed about IRMAA in advance of receiving the “friendly” SSA letter.

 IRMAA is determined by income from your income tax returns filed two years prior.  Your 2020 income tax returns 
will be used to determine your 2022 Medicare premiums.  The Medicare premium is recalculated annually.  Using 
the table below as a representative of IRMAA, if your 2019 Modified Adjusted Gross Income (“MAGI”) was over 
$88,000 ($176,000 for Married Filing Joint filers) then your IRMAA assessment will increase up to the top monthly 
premium rate of $504.90 or an annual cost of $6,058.90.  In addition, Medicare Part D plan premiums are also  
subject to IRMAA, at the top tier are an additional $77.10 per month or $925.10 annually on top of your plan  
premiums.  Ouch!

  

If you have a substantial one-time annual increase in income (for example, due to the sale of property or large 
retirement plan distribution), not only are there income tax consequences to be addressed for the tax year but the 
increased Medicare premiums in the subsequent year could also be a consideration for tax planning.  So, it is  
important to know about IRMAA, what income is factored in your determination and how this change in your  
income could affect your monthly premiums so that you can plan ahead.

Also, good to note about IRMAA is that just because you received the notice, you aren’t stuck with the adjustment.  
Beneficiaries are able to appeal the IRMAA determination and file for a redetermination if you believe your  
calculation is incorrect or if you have had a life-changing event (including but not limited to loss of income, divorce, 
death of a spouse).  After filing the form with the SSA, if you receive a redetermination which you do not agree with, 
there is a formalized appeal process which you can take.

We recommend that you speak with your CPA or financial advisor if you have questions about your specific  
circumstances, including investment income or your plans to withdraw money from your retirement accounts and 
how these may affect your Medicare premiums.

Tax Tips
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    by Tracy Watkins, CPA



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



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.

IN PERSONNow offered

LIVING TRUST SEMINARS

SEATING LIMITED: Call (808) 531-5391 ext.322
or register online at www.SterlingandTucker.com 

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. 

WAIPIO

WEDNESDAY:
OCTOBER 6
10:00 AM - 11:30 AM
Attorney: Michelle Hobus
Ala	Moana	Hotel
Carnation Room
	410	Atkinson	Drive
*Pending	Government	Mandates

SATURDAY: 
OCTOBER 9
10:00 AM - 11:30 AM
Attorney: Kanani Makaimoku 
Ala	Moana	Hotel
Carnation Room
410	Atkinson	Drive
*Pending	Government	Mandates

HONOLULU

THURSDAY:
OCTOBER 7
10:00 AM - 11:30 AM
Attorney: Kanani Makaimoku
Hawaii	Okinawa	Center	
Legacy	I	Ballroom
94-587	Uke’e	Street
*Pending	Government	Mandates

THURSDAY:
OCTOBER 7
7:00 PM - 8:30 PM
Attorney: Lauren Santos
Hawaii	Okinawa	Center	
Legacy	I	Ballroom
94-587	Uke’e	Street
*Pending	Government	Mandates



Financial Matters
Saving for College in 529 Plan Accounts: 
Helpful Considerations: Part II

Welcome to Part II of our insights into 529 plans series.  In 
the last newsletter we covered common questions we see 
around choosing and contributing to a 529 plan account.  
In this article we will focus on management and distribu-
tion questions we commonly see.  This is not meant to be 
a complete list but rather a helpful overview.  Recent changes in the 529 plan rules allow distributions to be used for 
up to $10,000 per year for qualifying K-12 education expenses.  We will focus on common college scenarios for  
purposes of this article.

Can I move money from one 529 plan to a different one?

Yes, placing money into one state’s 529 plan account is not an irrevocable decision.  529 plan offerings are constantly 
changing to meet the needs of investors.  There has been a trend over time to reduce fees and expand investment 
offerings within these plans.  So, the 529 plan account that you set up 10 years ago may no longer be the best fit.  If 
you do research and find that a different state’s plan is a better fit than the current 529 plan you are invested in, you 
can move the money to a new plan.  Each state’s plan will vary logistically on how this is accomplished.  Typically, you 
open an account in the new state’s 529 plan first.  Then you would complete paperwork from the new state’s 529 plan 
to request a rollover of the existing 529 plan assets from the current 529 plan to the new 529 plan account.  They will 
typically request a copy of a statement for the existing 529 plan account as well.  Once the requested paperwork is 
submitted, the two firms managing the 529 plan accounts will typically complete the transfer dealing directly with 
each other behind the scenes and your job is done.

How can I take distributions from a 529 plan?

Your pride and joy made it to college!  Now it is time to start paying for it.  Most 529 plan account providers will take 
withdrawal requests over the phone, via their website or in writing by mail.  It is not hard to request a withdrawal.   
The hard part is making sure you are thinking through all the variables before deciding on the amount you want to  
withdraw.  The nice part of 529 plan accounts is that they provide tax-free withdrawals for Qualifying Higher  
Education Expenses (QHEE), but if you withdraw more than the amount that qualifies as QHEE, you may be subject 
to a 10% penalty on the amount that is over.  For example, you may have had a $10,000 tuition bill and think you can 
use $10,000 from a 529 plan account to pay it.  Not so fast.  If you are using the American Opportunity Tax Credit, you 
must remove from your QHEE the amount that was used to qualify for that credit which could be $4,000 for example.  
In this case, even though your tuition bill was $10,000, you 
could only use $6,000 from a 529 plan account to pay for 
QHEE.  So, it makes sense to figure out what amount will 
qualify for QHEE before taking the 529 plan account 
distribution.  Another potential pitfall is not taking the 
529 plan distribution in the same year as incurring the tuition 
expense.  For example, taking a 529 plan distribution in 
December to pay tuition expenses in January.  This is not  
advisable.  You will want to take any distributions in the 
same year that you are paying those expenses or risk some 
or all of your distribution being considered non-qualified 
and subject to taxes and penalty.  

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
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Financial Matters
Who do I make the check payable to?

The answer here truly is “it depends”!  In some cases, it makes sense to have the distribution check made payable 
directly to the school.  This decreases any chances of a regulator questioning what the money was used for.  However, 
some schools will treat these incoming checks like grants or scholarships which may decrease what they will offer for 
financial aid, so it makes sense to check with the school to make sure you won’t fall into this situation.  Option two is 
to have the check made payable to the account owner.  They deposit the check and pay for the QHEE directly from 
their own account.  This could work if the amount of the QHEE and the 529 plan distribution amount match up each 
year.  However, if it is determined that the distribution amount was more than the QUEE, then the non-qualified distri-
bution amount may be subject to higher taxes compared to if the check was made payable to the student.  This brings 
us to option three which is to make the check payable to the student.  If the student is over age 18, this option tends 
to be the most favorable to avoid potential pitfalls.  When you take a distribution from a 529 plan account, a 1099-Q is  
generated.  If the check is made payable to the student, the 1099-Q is issued in the student’s name.  The student can 
endorse the check over to the account owner (typically their parent) to reimburse them for the college expenses that 
were paid.  If audited, the 1099-Q generated in the student’s name tends to be assumed to have been used for QHEE.  
If the 1099-Q is generated in the account owner’s name and a box is checked that the proceeds were used for  
someone else, it could trigger a letter from the IRS asking to justify the proceeds were indeed used to pay for QHEE.  
This is something most people would rather avoid if possible.  

What if I there is money left over in a 529 plan account?

In the event you are lucky enough for your child to pick a cheaper school than you saved for leaving extra money left 
over in your 529 plan account, you have options.  Let us start with the least desirable option.  You decide to take a 
distribution of the leftover money to take a cruise around the world in which case the distribution would have tax on 
the gain in the plan and a 10% penalty for not using the proceeds for educational expenses.  But hey, you got to see 
the world, so it could be worse!  If you can live without the cruise, there are some ways to still use the extra money in 
the 529 plan account and avoid the tax and 10% penalty.  One option is to switch the beneficiary to another child or 
qualifying family member.  The owner can also change the beneficiary to themselves if they choose and go back to 
school.  One unique way to use leftover money in a 529 plan account is to pay for long-term care expenses later in life 
for the owner.  The 10% penalty for not using the money for educational expenses is waived in the case of a disability 
which long-term care costs can qualify for.  Any gains would still be taxable in this scenario, but there will have likely 
been a long period of tax-deferred growth before using the assets.  

What are some unique 529 plan account strategies?

Contributions made to a 529 plan are considered removed from the taxable 
estate of the donor.  They also provide tax-deferred growth.  You can also retain 
control and take the money back if you wish to do something else with it.  This is a unique 
feature of 529 plan accounts.  As we covered in the last newsletter, an account owner can 
make 5 years’ worth of the current $15,000 annual exclusion amount gifts in a single year into 
a 529 plan.  This means you can front load $75,000 ($150,000 if married) into a 529 plan account 
and have it no longer be part of your taxable estate.  This could be done again in another 
5 years provided the laws stay the same.  Many states have a lifetime maximum contribution 
amount in the hundreds of thousands of dollars, so if you are someone who may be concerned 
about lowering your estate taxes at passing, a 529 plan account could be an effective estate 
planning tool.  These days the estate tax unified credit numbers are so high that it isn’t an 
issue for most folks.  But those numbers could always change and be lower in the future, so 
this could be something to have in the back of your mind if needed.    

As always, it is a good idea to consult your tax and financial advisors before contributing to 
or taking a distribution from a 529 plan account.   Hopefully, these articles have provided 
food for thought and shed light on ideas that may be helpful in navigating your education funding needs.



ATTEND OUR

SEPTEMBER 
WEBINARS

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.

From the comfort of your HOME

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

OCTOBER
 WEBINARS

Wednesday, October 27, 2021
10:00	am	-	11:30	am
Trust Review 
Michelle	Scully	Hobus

Saturday, October 23, 2021 
9:00	am	-	10:30	am
Living Trust
Lauren	Santos

Michelle Scully
Hobus, JD

Kanani 
Makaimoku, JD

Lauren
Santos, JD

Richard J. 
Sakoda, JD

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

Thursday, September 30, 2021 
6:00	pm	-	7:30	pm
Living Trust
Kanani	Makaimoku

Saturday, September 18, 2021 
9:00	am	-	10:30	am
Trust Review 
Michelle	Scully	Hobus
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Honolulu, HI 96813

Helping families protect their wealth since 1991. 
Hawaii’s ONLY member of the American Academy of Estate Planning Attorneys.
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