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by Michelle Scully Hobus, JD

Aloha and Happy New Year!
2022 will most likely bring changes for many of us. We are hoping for positive change as the world continues to cope
with the effects of the Covid 19 virus. The attorneys and staff at Sterling & Tucker are looking forward to in person
seminars and client meetings this year. I’m sure you’re looking forward to reconnecting with family and friends as
restrictions are lifted.
Each year there are changes to the Medicaid long term care eligibility requirements. I will provide a very brief
summary of those changes. For more information you should contact the state of Hawaii Department of Human
Services. I will also provide updated information regarding the estate and gift tax exemptions for 2022.
As most of you know Medicaid is a needs-based government program. The Medicaid Fee-For-Service Program
provides coverage of long term care services to eligible recipients. Long term care services covered under this
program are nursing home level services provided in a Medicaid qualified facility as well as limited home and
community-based waiver services. The rules for eligibility have not changed for Hawaii residents other than the
amount of assets you can keep and still qualify for benefits. Single individuals applying for Medicaid long term care
services in 2022 are allowed to keep $2,000 of countable assets and $50 of monthly income. Although your residence
is not a countable asset, the maximum amount of home equity allowed when applying for Medicaid as a single
person is approximately $955,000.
The eligibility rules are different for married couples. If one spouse requires care, and the other does not, the spouse
that does not receive care is referred to as the Community Spouse. The Community spouse is allowed to keep
monthly income of approximately $3,435 and up to approximately $137,400 in countable assets which is known as
the Community Spouse Resource Allowance.
Some examples of countable assets are bank and investment accounts, including retirement accounts and a second
home, vacant land or timeshare. It is important to note that individuals are not allowed to give gifts of any amount for
a period of 5 years (60 months) prior to applying for Medicaid.
The federal estate and gift tax exemptions are also changing for 2022. The federal estate tax exemption (the amount
you can transfer at your death without estate tax) is $12.06 million per individual. Hawaii’s estate tax exemption remains at $5.49 million. The federal annual gift tax exclusion (the amount you can gift annually to each person
tax-free) is $16,000 in 2022.
It is important that your estate planning documents are up to date and have language in them that gives your Power
of Attorney agent and/or Successor Trustee the authority to reposition assets and help you get qualified for long term
care Medicaid if necessary. If you had your documents prepared elsewhere or had them prepared by Sterling & Tucker
prior to 2014, you should have them reviewed with an attorney at Sterling & Tucker to ensure you are protected.
With Warm Aloha,

Tax Tips

by Laurie Young-Kagamida, CPA

As part of the Coronavirus Aid, Relief, and Economic
Security Act (CARES Act), the IRS began issuing economic
impact payments, also known as stimulus payments, in
2020 and 2021 to help individuals and families affected
by the COVID-19 pandemic. The American Rescue Plan
Act, enacted in March 2021, expanded the child tax credit
and provided for advance payments of the credit.

Third Economic Impact Payment and
2021 Recovery Rebate Credit
The third economic impact payment, which the IRS
began issuing in March 2021, is a payment of $1,400
for each eligible individual and qualifying dependent.
Eligible individuals are U.S. citizens and U.S. resident
aliens who are not a dependent of another taxpayer
and have 2019 or 2020 adjusted gross income (AGI) not
more than $75,000 for taxpayers with single filing status,
$150,000 for married filing joint filers and $112,500 for
head of household filing status.
Unlike the first and second economic impact payments,
which limited payments for qualifying dependents
to children under age 17, the third economic impact
payment included all qualifying dependents claimed in
the individual’s tax return. The third economic impact
payment also had a smaller phase-out window of AGI
of $5,000 for taxpayers with single filing status, $10,000
for married filing joint status and $7,500 for head of
household filing status.

2021 Child Tax Credit Advance Payments
The American Rescue Plan Act increased the 2021 Child
Tax Credit from $2,000 per qualifying child to $3,600
for children ages 5 and under at the end of 2021 and
$3,000 for children ages 6 through 17 at the end of 2021.
However, the tax credit begins phasing out to $2,000
per child for individuals with modified AGI exceeding
$75,000 for taxpayers with single filing status, $150,000
for married filing joint filers and $112,500 for head of
household filing status. The child tax credit then has
a second phaseout for individuals with modified AGI
exceeding $400,000 for married filing joint filers and
$200,000 for other filing statuses.
The IRS began issuing advance child tax credit payments
on a monthly basis from July through December 2021.
Individuals will need to reconcile the advance payments
received with their 2021 child tax credit when they file
their 2021 tax return and may need to repay any excess
payment.
In January 2022, the IRS will be sending Letter 6419 to
advance child tax credit recipients that will provide the
total amount of the advance child tax credit payments
received. We recommend that you keep Letter 6419
with your 2021 tax records and provide the letter to
your CPA or tax preparer.

Taxpayers who may not have received a full
initial payment and became eligible for a greater
economic impact payment after filing their 2020
tax return may have received an additional or
“plus-up” payment.
In early 2022, the IRS will be sending Letter
6475 which will provide the total amount of the
third economic impact payment and any plusup payments. We recommend that you keep
Letter 6475 with your 2021 tax records and
provide the letter to your CPA or tax preparer.
Eligible individuals who did not receive the full
amount of their third economic impact payment
may claim the additional amount as a Recovery
Rebate Credit on their 2021 income tax return.
Your CPA or tax preparer will need Letter 6475 in
order to claim the credit.
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Estate Planning
Updating your Power of Attorney
By: The American Academy of Estate Planning Attorneys
www.aaepa.com • blog.aaepa.com
Edited by Lauren Santos
A Power of Attorney is a legal document by which you appoint
someone as your “Agent” to act on your behalf. If that Agent is
unwilling or unable to act, the document can appoint one or more
successor Agents. In other words, you give someone else (the Agent)
powers you inherently already have yourself. With a Financial Power
of Attorney, otherwise known as a General Durable Power of Attorney,
you appoint your Agent to make financial decisions for you.
The Power could be drafted to be “immediate.” In other words, the
Agent would have the power to make decisions regarding your financial assets right away and without regard to your ability to make those
decisions for yourself. You could also make the Power “springing,” in other words it would only become
effective upon your not being able to act for yourself because of incapacity. A Power of Attorney is “durable” if it
continues notwithstanding you having incapacity. A Power of Attorney which is not durable would not allow your
Agent to act during your incapacity.
It’s important to keep your Powers of Attorney up-to-date so that you have the people you want as your agents.
Every year around the holidays, it’s a good idea to look at your Power of Attorney just to check if they name the
people you’d want as your agents. Maybe one of your agents is no longer appropriate. Maybe the person whom
you’d named as an agent is now too old or too frail to be your agent. Maybe you have someone else you’d prefer as
an agent. Perhaps one of your children is now an adult and you’d want to serve as your agent instead.
The agents you select under your Powers of Attorney are vital to your incapacity plan. Make sure you keep the right
people in those roles.

3 Ingredient Truffle
By: Sweet and Savory

Ingredients:
1 can (400 g) of condensed milk
4 tbs cocoa powder
30 grams of butter
Steps:
Start with 1 can (400 g) of condensed milk and add 4 tablespoons of cocoa
powder. Mix in 30 g of butter and bring to a boil over medium heat, stirring
constantly for about 10 minutes on low heat until it thickens.
Place the ganache into a small dish. Cover with plastic wrap and leave to cool
in the refrigerator for about 1-1.5 hours. Cut the chocolate into squares and
sprinkle with cocoa or powdered sugar.
Source: https://sweetandsavory.co/melt-in-your-mouth-truffle-recipe/
Page 3

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.

JANUARY SEMINARS

FEBRUARY SEMINARS

*Seminars are subject to cancelation based on Government Mandate
WEDNESDAY: JANUARY 19
10:00 AM - 11:30 AM
Attorney: Michelle Scully Hobus
Living Trust Seminar
Ala Moana Hotel- Carnation Room
410 Atkinson Drive

WEDNESDAY: FEBRUARY 9
10:00 AM - 11:30 AM
Attorney: Kanani Makaimoku
Trust Review Seminar
Ala Moana Hotel- Carnation Room
410 Atkinson Drive

THURSDAY: JANUARY 20
10:00 AM - 11:30 AM
Attorney: Kanani Makaimoku
Living Trust Seminar
Koolau Ballrooms - Makai Room
45-550 Kionaole Road

THURSDAY: FEBRUARY 10
10:00 AM - 11:30 AM
Attorney: Michelle Scully Hobus
Trust Review Seminar
Hawaii Okinawa Center - Legacy II Ballroom
94-587 Uke’e St

THURSDAY: JANUARY 20
7:00 PM - 8:30 PM
Attorney: Michelle Scully Hobus
Living Trust Seminar
Koolau Ballrooms - Makai Room
45-550 Kionaole Road

THURSDAY: FEBRUARY 10
7:00 PM - 8:30 PM
Attorney: Kanani Makaimoku
Trust Review Seminar
Hawaii Okinawa Center - Legacy II Ballroom
94-587 Uke’e St

SATURDAY: JANUARY 22
10:00 AM - 11:30 AM
Attorney: Kanani Makaimoku
Living Trust Seminar
Ala Moana Hotel - Carnation Room
410 Atkinson Drive

SATURDAY: FEBRUARY 12
10:00 AM - 11:30 AM
Attorney: Michelle Scully Hobus
Trust Review Seminar
Ala Moana Hotel - Carnation Room
410 Atkinson Drive

Keeping in step with the current government guidelines we will practice
social distancing, provide sanitizers, require proof of vaccination, masks be
worn throughout the seminar, and assign seating per reservation.

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

Financial Matters
Interest Rates of Interest

Compliments of:
Matthew C. McConnell, CFP®, APMA®
Senior Financial Advisor

Interest rates are everyone’s favorite topic, right? It’s right
up there with life insurance and long-term care insurance.
Hawaii Partners 3D Wealth Advisors
I thought it a good time to give some perspective on
201 Merchant Street Suite 909
interest rates and what to expect in the coming new year.
Honolulu, HI 96813
There are many different interest rates out there such as
(808) 791-1444
savings account rates, 30-year mortgage rates, Effective
Federal Funds Rate (aka Fed Funds Rate), and the list goes on. One rate I would like to focus on for purposes of this
article though is the 10-Year U.S. Treasury Note (10-year T-note). This is one of the most liquid and widely traded
bonds in the world. A lot can be gleaned from watching the yield on the 10-year T-note. As comfort grows with
economic growth, the 10-year yield will increase. When there is fear of economic downturn or a less than rosy growth
outlook, the 10-year yield will fall. This fluctuation in yield is driven by market forces as the government does not
control the daily yield on the 10-year T-note. How does this fluctuation affect you the consumer or individual
investor? I’m glad you asked! Let us count the ways.
To put things in perspective, we are currently at historic lows for interest rates. The 10-year T-note hit a historic high
of 15.82% in 1981 and historic low of .54% in March of 2020 during the peak of the pandemic panic. We’ve drifted
upward from there but still far from the historic average yield of 4.31%. What does this mean? It means that at some
point, interest rates are going to go up. The Federal Reserve has already declared their intentions of increasing the
Fed Funds Rate before the end of 2022 which isn’t set in stone but can be used as a guide.
Higher interest rates will be better for savings accounts and certificates of deposit (CDs) and these accounts may
finally actually pay you some interest again. Banks have been pretty skimpy on how much they pay in interest for
savings accounts and CDs over the last couple of years. You’ve probably noticed that the same CD you could have
gotten 2% annual interest on a couple of years ago was maybe paying .5% more recently. This is mainly due to the
historically low interest rate environment and the fact that banks make money by loaning your money out at a higher
interest rate than they pay you in your checking or savings account. Because the rates they are able to charge for
loans has been low, the result is that the interest they pay customers on savings has been too low to try to maintain
that spread and profitability for the banks. Savings accounts, checking accounts, and CDs will be a bright spot with a
rising interest rate environment.
What about individual bonds that you may own; how will they fare? If you own individual bonds and hold them to
maturity, rising interest rates will not impact your principle. This is because when you buy an individual bond, the
terms of that bond are set out at the start. The company will
use your money for the set period agreed upon in the bond
and pay you interest along the way. At the end of the term
of the bond, the company will return your money. So, if you
hold a bond to maturity, there is no impact to how much you
get back at the end. The downside of holding a lower than
current market interest rate bond to maturity is that you miss
out on the higher current interest income available for the
rest of the term you hold that bond to maturity. This could be
15 years or longer in some cases, so there could be a decision
to make as to whether to hold to maturity or sell and
purchase a higher interest rate bond.
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Continued on Page 6

Financial Matters (Cont’d)
If you own mutual funds or exchange traded funds (ETFs) that are invested in bonds, the impact of rising interest rates
will typically depend on the length of time to maturity of the bonds owned by those funds. In general, shorter
maturity bonds will be less impacted than longer maturity bonds when interest rates rise. This impact can be
measured by the duration of a bond portfolio which measures the impact on a bond of changing interest rates. An
oversimplified explanation of duration is that for every 1% increase or decrease of interest rates, a bond’s price will
move 1% in the opposite direction for every year of duration. For example, a 1% interest rate increase would have an
expected 3% decrease of a bond’s price which has a 3-year duration. Bond mutual funds and ETFs don’t hold all their
holdings until maturity many times, so they tend to be impacted more by interest rate moves compared to investors
who hold their bonds to maturity.
If you haven’t refinanced your mortgage in a long time and were thinking about it, you may want to pay attention.
The 10-year T-note is one of the drivers of 15- and 30-year mortgage rates. As mentioned earlier, we are not so far
removed from historic lows and there are expectations that mortgage rates will move higher in the future. 3% and
sub 3% interest rates on 15-to-30-year mortgages are still available out there these days. This may not last forever.
Adjustable-rate mortgages (ARMs) will also likely increase as the interest rate environment increases in the future.
If you have an adjustable-rate mortgage or other loan, be prepared to have an increase in your required payments
when rates increase.
How will rising interest rates impact the stock market? Many people think that rising interest rates will have a negative impact on the stock market whereas this is not necessarily the case. Stocks have done well historically during
periods of rising interest rates. The exception could be if rates rise too fast, but under normal circumstances the stock
market has stood up well over time. Some sectors such as banks, insurance companies, and brokerages tend to do
better during times of rising interest rates because they can charge more for money they lend out. If you are broadly
diversified in your stock investments and plan to be invested for at least another 5 to 10 years, you should stay the
course and not let interest rate fears change your strategy. Stocks as an investment have provided solid long-term
growth and have significantly outpaced inflation over time as well.
Interest rates will rise. This is a fact. It will not be the first time and it will not be the last. It is not the end of the world
and should not be a reason to blow up a diversified investment strategy. In all likelihood, bonds in general will not
be adding much if any overall return to a portfolio over the coming year but it still makes sense to own them in some
percentage for their buoying effect when stocks are not doing so well. This has been easy to forget as stock
performance more recently has been so positive, but stocks do not go up every year and bonds will smooth out
the ride when they don’t. They can also be a place to take income from if stocks are down so that you can wait till
the stock market rebounds before needing to take income from that part of your portfolio. Bonds will weather the
interest rate increase storm and eventually get back to adding a more reasonable amount of income to your overall
portfolio.

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.
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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.

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

Free Seminar
HILO
Living Trust Seminar
Wednesday, January 26
10:00 AM - 11:30 AM
Sangha Hall
Conference Room
424 Kilauea Ave

Neighbor Island
Reserve Your Seat Today!
CALL

(800) 807-3820 x322
Or Register Online
www.sterlingandtucker.com

Keeping in step with the current government guidelines
we will practice social distancing, provide sanitizers,
require proof of vaccination, masks be worn throughout
the seminar, and assign seating per reservation.

Please don’t
keep us a secret.
Share this with a
family member or
friend!

*Seminar is subject to cancellation based on Government Mandate

