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Dear Friends,

As the second year of the pandemic comes to a close, we hope this finds you and your loved ones healthy and 
safe.  We thank you for your continued confidence in the Sterling & Tucker companies and we are grateful for 
your cooperation with mask wearing, temperature checks and social distancing when you visit our office.

Tax season 2022 is just around the corner, so please read Adam N. Luchak’s Tax Tips article for timely information 
regarding your retirement plans, charitable contributions and gifting.

Below are some frequently asked questions from our CPA clients when preparing for tax season:

How long do I need to keep my tax records?  My filing cabinet is full!

We recommend that you keep copies of your tax returns indefinitely and that you keep the supporting records 
for 7 years from the date that you filed the tax return.

Didn’t the 2017 tax law raise the standard deduction?  Do I still need to keep itemized deduction records?
The 2021 federal standard deduction is $12,550 for single and married filing separate filers, $25,100 for married 
filing joint filers and $18,000 for head of household filers, with an additional deduction for taxpayers who are 
age 65 or older or blind.  The Hawaii standard deduction is significantly lower at $2,200 for single and married 
filing separate filers, $4,400 for married filing joint filers and $3,212 for head of household filers, so you may 
claim itemized deductions for Hawaii taxes while claiming the standard deduction for federal taxes.  Please 
contact your CPA to determine if it is to your advantage to claim itemized deductions for Hawaii taxes.

Do I need to print all of the pages of my investment account 1099 Forms when I send in my tax information?  
Isn’t the summary page sufficient?

We often need the detailed financial information printed after the summary page, as it may include detail 
information on your dividends that may be exempt from Hawaii tax, foreign income that we use to calculate 
your foreign tax credit and investment management fees that may be deductible.  If you receive your tax 
documents electronically, instead of printing the document, please contact us to obtain a secure link to upload 
the electronic document.

Please take care.  We wish you a happy and healthy 
holiday season and look forward to a brighter new 
year.

With aloha,

FROM THE CPA’S PEN.... by Laurie Young-Kagamida

“Discover”
‘IMI A LOA‘A



As year 2021 comes to a close, it is time to actively 
evaluate your income tax status and implement tax 
planning steps.  Here are some helpful reminders and 
updates for 2021 including changes enacted by the 
Consolidated Appropriations Act, 2021 (CAA).  The CAA 
extended provisions of the 2020 Coronavirus Aid, Relief, 
and Economic Security (CARES) Act into 2021.

Required Minimum Distribution (RMD) Changes for 
IRAs and Pension Plans 
Because of market volatility, the CARES Act waived 
all 2020 RMDs for IRAs, 401(k) plans, 403(b) plans and 
defined contribution plans.  However, if you are age 72 or 
older, RMDs are required for year 2021 and must be taken 
from retirement plans by December 31 to avoid the 50% 
penalty.  If you reached age 72 in 2021, you can choose to 
postpone your RMD until April 1, 2022.  However, you will 
then have two RMDs in 2022, your postponed 2021 RMD 
and your 2022 RMD.  Roth IRAs continue to not require 
withdrawals during the owner’s lifetime.  See below 
regarding qualified charitable distributions (QCDs), which 
continue to be permissible.  

Make Retirement Plan Contributions
Consider maximizing your 401(k), 403(b) or 457(b) 
plan contribution by December 31, 2021.  The 2021 
limit is $19,500 (or $26,000 for ages 50 and over).  IRA 
contributions for 2021 are due by April 15, 2022 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 CAA allows for tax year 2021 an above-the-line 
charitable deduction of $300 for single filers and an 
above-the-line charitable deduction of $600 for married 
filing jointly filers.  These above-the-line deductions 
are allowed if you do not itemize deductions on your 
2021 tax return.  An above-the-line deduction reduces 
Adjusted Gross Income (AGI) which may affect the 
taxation of Social Security, deduction limitations and 
Medicare IRMAA adjustments. 
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The 2017 Tax Cuts and Jobs Act (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 AGI for year 2020. The CAA extended the 100% limit 
into year 2021.  Donations made by check
must be mailed or delivered by December 31, 2021 
to be deducted in 2021.  Donations by credit card are 
deductible as of the date the charge is made, even if you 
pay your credit card bill in 2022.

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.  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, 2021 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 Tax Exempt 
Organization Search at https://apps.irs.gov/app/eos.  
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 2021.  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 be reported on a gift tax return.  
Please contact us if you need assistance preparing a gift 
tax return.
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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 2021. 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 12% 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 2021, 
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 2021 tax or 100% (or 110% for higher income 
taxpayers) of your 2020 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 2021 vs 2022.  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 2021.  Unless your plan allows for the 
$550 carry over of unused funds or grace period option, 
the use-it-or-lose-it rule applies.  Review your remaining 
2021 account balance and out-of-pocket medical 
expenses to determine how much to set aside for your 
2022 FSA.

Threshold for Medical Expense Deduction 
In 2021, the AGI threshold for itemized medical 
deductions is 7.5% 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 increased the limit on deducting 
charitable contributions from 10% to 25% of a 
corporation’s taxable income. The CAA extended this 25% 
limit into 2021.

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 under-
stand the differences in planning for your Hawaii taxes.  
For example, while you may claim the standard deduc-
tion for federal taxes, you may itemize deductions for 
Hawaii taxes.  While the TCJA suspended miscellaneous 
itemized deductions such as employee business expens-
es 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 informa-
tion now will help you to estimate your 2021 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 2022, we will be sending 2021 tax orga-
nizers to Sterling & Tucker tax clients and contacting cli-
ents 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 2021 tax 
information.  You can also upload tax documents in elec-
tronic format as you work through the online organizer.  
Please contact us at (808) 791-9952 if you are interested 
in becoming a client of Sterling & Tucker, Inc. (CPAs) or to 
request an online organizer.



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

NOVEMBER SEMINARS

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

Keeping in step with the current government mandate and proclamation, 
we will practice social distancing, provide sanitizers, require proof of 

vaccination, masks be worn throughout the seminar, take temperature checks, 
and assign seating per reservation.

WEDNESDAY: NOVEMBER 10
10:00 AM - 11:30 AM
Attorney: Lauren Santos
Trust Review Seminar 
Ala Moana Hotel- Carnation Room
 410 Atkinson Drive

SATURDAY: NOVEMBER 13
10:00 AM - 11:30 AM
Attorney: Kanani Makaimoku 
Trust Review Seminar
Ala Moana Hotel - Carnation Room
410 Atkinson Drive

THURSDAY: NOVEMBER 11
10:00 AM - 11:30 AM 
Attorney: Michelle Hobus
Trust Review Seminar 
Pearl Country Club- Pearl I Room
98-535 Kaonohi St

THURSDAY: NOVEMBER 11
7:00 PM - 8:30 PM
Attorney: Kanani Makaimoku
Trust Review Seminar
Pearl Country Club- Pearl I Room
98-535 Kaonohi St

DECEMBER SEMINARS

WEDNESDAY: DECEMBER 1
10:00 AM - 11:30 AM
Attorney: Michelle Hobus
Medicaid Planning
Ala Moana Hotel- Carnation Room
 410 Atkinson Drive

SATURDAY: DECEMBER 4
10:00 AM - 11:30 AM
Attorney: Kanani Makaimoku 
Trust Administration 
Ala Moana Hotel - Carnation Room
410 Atkinson Drive

THURSDAY: DECEMBER 2
10:00 AM - 11:30 AM 
Attorney: Lauren Santos
Trust Administration 
Koolau Ballrooms - Makai Room
45-550 Kionaole Road

THURSDAY: DECEMBER 2
7:00 PM - 8:30 PM
Attorney: Michelle Hobus
Medicaid Planning
Koolau Ballrooms - Makai Room
45-550 Kionaole Road

*Seminars are subject to cancellation based on Government Mandate



Financial Matters
IRA and Qualified Plan Required Minimum 
Distribution Questions

Why are there annual Required Minimum Distributions 
(RMDs) from your retirement accounts?  Tax-deferred 
retirement accounts don’t incur any taxes until you take 
distributions. If you never took a distribution from your 
tax-deferred retirement accounts, you could live your 
whole life without paying income tax on those savings accounts. For that reason, the U.S. government has created 
rules that mandate that distributions start when you reach a certain age and continue for the rest of your life which in 
turn allows the government to collect the tax that was deferred while you’re still alive. 

The annual withdrawal amount is calculated by dividing the account value as of December 31st of the previous year 
by a number based on your age from a life expectancy table published by the IRS.  Because your life expectancy 
decreases as you age, the number that corresponds to your life expectancy gets smaller each year.  Dividing your ac-
count value by a smaller and smaller number each year causes your RMD amount to become a larger and larger share 
of the total account value.  For example, by the time you are 90 you will have to withdraw close to 10% of what is left, 
progressing up toward 20% as you approach 100. 

These increases in your RMD will cause you to deplete your account, and this will make you feel like you are running 
out of money – and you will run out of money if you spend all of it.  Do not confuse the requirement that you with-
draw the RMD with a requirement that you spend the RMD.   The RMD amount could be more than what you should 
spend as you age because it is generally not a good idea to run out of money.   Save some of the RMD.  As a rule of 
thumb, spend no more than 4% of your account value and save the rest.  You can build up your bank account, but 
with the current interest rate being at historic lows, those dollars in the bank won’t be working very hard for you.

Long story short, just because you have to take an RMD doesn’t mean you have to spend it. Many clients we work with 
journal shares of their existing mutual fund and stock holdings in kind over to their trust or individual accounts, and of 
course withhold a suitable amount for taxes. This allows them to stay invested throughout their retirement. There may 
be end-of-life care or other large expenses to pay for later in retirement and it’s helpful to have these assets contin-
ue to grow and be available when needed. For the income taxes due as a result of taking your RMD, you can have a 
portion of your RMD sent directly to the IRS in order to pay for taxes.  By accumulating the money that you don’t need 
for current spending, whether in your trust or individual account, you will have money in these accounts to use if and 
when the needs arise.

Many people wonder if they can take their RMD from their 
Traditional IRA and move it directly to a Roth IRA account. This is 
not allowed by the IRS.  Roth conversions are allowed only for 
distributions in excess of your RMD.  For example, if your RMD 
amount for the current year is $30,000 and you wanted to do 
$20,000 of Roth conversion, the total taxable distribution from 
your Traditional IRA for the year would have to be $50,000.  The 
IRS will be happy with you because they receive taxes not only 
on your RMD, but also additional income tax from your Roth 
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
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Financial Matters (Cont’d)

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, air purifiers in lobby and 
conference rooms, temperature checks, 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 Hilo and for signings only in Kahului!
Please call our office at (808) 531-5391

If you are making any charitable donations and you are over 70 ½, you also have the option to make what’s called a 
Qualified Charitable Distribution (QCD) from your IRA account in the total amount of your RMD, but not more than 
$100,000 annually.  An RMD that you gift to charity does not count as taxable income to you, so gifting an RMD both 
saves taxes for you and satisfies your desire to be charitable. There are requirements to qualify a distribution as a 
QCD in addition to the requirement that you be over 70 ½ at the time you make the donation and that the donation 
amount be the lesser of your RMD and $100,000. The check also needs to be made payable directly to the charitable 
organization. If you take a distribution to your checking account and then write a check to the charity, the distribution 
will be a taxable distribution from your IRA account and won’t qualify for QCD treatment.

Another question we get fairly often is whether you have to take your RMD from each and every IRA and qualified 
plan account that you own.  The answer depends.  If you only have IRA accounts and no qualified plan accounts, you 
can add up all of your RMD amounts from each IRA account and choose to take the total out of one or more but not 
all of your IRA accounts.  You can aggregate your 403(b)s in a similar way.  Inherited IRAs are not eligible for aggrega-
tion.  Also, this option is not allowed for qualified plan accounts and you will need to calculate and take the RMD from 
each of those accounts individually.  

Folks also wonder if you are required to take an RMD from a Roth IRA account.  The answer is no –  as long as the 
Roth is not an inherited account.  This feature of a Roth makes Roths ideal for leaving money to heirs as it will grow 
throughout your retirement and will transfer to your heirs without the income taxes that is due when your heirs inher-
it pre-tax IRA and qualified plan accounts.  

Finally, we get questions about the required beginning date for RMDs from IRAs and qualified plan accounts. Prior to 
2019, the required beginning date was the year in which you turned age 70 ½, but with the SECURE Act the required 
beginning date is the year in which you turn age 72.   Congress is discussing increasing the age to 75.  Because of 
Covid, RMDs were suspended for the year 2020 but they are required again in 2021.  

Properly calculating the RMD amount and withdrawing it on time is very important because if you withdraw less than 
the RMD, you will owe the IRS a penalty equal to 50% of the shortfall which makes mistakes very costly.  



ATTEND OUR

NOVEMBER
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/

DECEMBER
 WEBINARS

Thursday: December 16, 2021
6:00 pm - 7:30 pm
Trust Review 
Kanani Makaimoku

Friday: December 3, 2021
10:00 am - 11:30 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

Wednesday: November 17, 2021
6:00 pm - 7:30 pm
Living Trust
Michelle Hobus

Friday: November 5, 2021 
10:00 am - 11:30 am
Living Trust
Lauren Santos 



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

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


