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FROM THE CPA’S PEN....

by Laurie Young-Kagamida, CPA

To Our Valued Clients and Friends,
The month of November is a good time to think about charitable giving. Whether you are making cash
contributions, noncash contributions, donations of appreciated stock or a vehicle, keeping good records
to substantiate a charitable contribution deduction will make tax filing season easier and give your CPA
fewer gray hairs.
Donations of cash, checks or other monetary gifts require substantiation including a bank record, such as
a canceled check or credit card statement, or a written communication from the donee stating the name
of the donee, date and amount of the contribution. A contribution made by payroll deduction may be
substantiated by a pay stub or other document furnished by your employer as well a pledge card or
other document prepared by the donee organization.
Cash, check or other monetary contributions of $250 or more have an additional requirement: a
contemporaneous written acknowledgement of the contribution by the donee organization. This
written acknowledgement should include (1) the amount of any cash contributed and a description of
any noncash property donated, (2) a statement that the donee organization does or does not provide
any goods or services in consideration of the donation, (3) a good faith estimate of the value of any
goods or services provided by the donee organization, and (4) if applicable, a statement that the donee
organization provides intangible religious benefits.
If you have unreimbursed expenses for volunteer work, a deduction of $250 or more should be
substantiated with a confirmation from the donee organization of the type of services performed.
Noncash donations totaling over $500 but less than $5000 require filing Form 8283 with your income
tax return, which should report the name and address or the donee organization, the date of the
contribution and description of the donated property including the fair market value of the contribution
and method used to determine the fair market value.
If you are donating noncash items valued over $5000, you will need to obtain a qualified written
appraisal of the donated property. Both the appraiser and the donee will need to sign and date the
Form 8283 before filing.
Substantiation for a donation of securities should include the name of the issuer, type of securities and
whether the securities were publicly traded.
The substantiation for a motor vehicle, boat or airplane donation includes an acknowledgement
containing the name and taxpayer identification number of the donor, the date of the contribution and
the vehicle identification number. If the vehicle is valued at more than $500, the donee provide Form
1098-C, which should be attached to your income tax return.
Please contact your CPA if you have any questions regarding the above.

With aloha,
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We invite you to join us in support of a
world without Alzheimer’s and all other
dementia! Come walk with us or donate
to support our team!

WALK with us!
Saturday, November 5, 2022
8:30 am @ Magic Island
DONATE to support our team!
All donations are tax deductible
charitable contributions!

#1

#2

ONE cause,
TWO ways to support!

http://act.alz.org/goto/sterlingandtucker
MAHALO to our clients, staff, and
community for helping us reach 55%
of our $2,000 team goal so far!
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Attend our FREE in-person 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.

Register online at www.sterlingandtucker.com/seminars
OR call us at (808) 531-5391 ext.322

NOVEMBER and DECEMBER Oahu SEMINARS
WEDNESDAY: NOVEMBER 30

THURSDAY: DECEMBER 1

10:00 AM - 11:30 AM
Attorney: Michelle Scully Hobus
Medicaid Seminar
Ala Moana Hotel- Carnation Room
410 Atkinson Drive, Honolulu

10:00 AM - 11:30 AM
Attorney: Kanani Makaimoku
Trust Administration Seminar
Pearl Country Club
98-535 Kaonohi St, Aiea

THURSDAY: DECEMBER 1

SATURDAY: DECEMBER 3

7:00 PM - 8:30 PM
Attorney: Michelle Scully Hobus
Medicaid Seminar
Pearl Country Club
98-535 Kaonohi St, Aiea

9:00 AM - 10:30 AM
Attorney: Kanani Makaimoku
Trust Administration Seminar
Ala Moana Hotel- Carnation Room
410 Atkinson Drive, Honolulu

WEDNESDAY: NOVEMBER 2 - HILO

NOVEMBER
HILO Seminar

10:00 AM - 11:30 AM
Attorney: Kanani Makaimoku
Trust Administration Seminar
Sangha Hall
424 Kilauea Ave, Hilo

THURSDAY: DECEMBER 15 - MAUI

DECEMBER
MAUI Seminar

10:00 AM - 11:30 AM
Attorney: Michelle Scully Hobus
Living Trust Seminar
Maui Arts & Cultural Center - Haynes Room
One Cameron Way, Kahului

MOVING? ...or making any changes in your contact information?
Please let us know so we can keep your record current. You may call or email us with
your updated address, phone number, or email address.
Email: terrio@sterlingandtucker.com OR
Call us: Oahu: (808) 531-5391 or Toll Free: 1-800-807-3820

MOVING out of Hawaii? ...we are sad to see you leave.
Please let us know if you prefer an email copy of our newsletter or would like to be taken off our
mailing list. We’re always trying to do our part for the environment in being green.
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Year End Tax Tips

by Laurie Young-Kagamida, CPA

As we approach the end of 2022, if you had significantly more or less income or deductions in 2022, you owed

more tax than expected this past April, or you are just not sure what to expect when you file your taxes, it may be
a good time to evaluate your 2022 tax status and determine if any tax planning strategies apply to you. Below are
some year-end reminders and updates including changes enacted by the Setting Every Community Up for Retirement
Enhancement Act of 2019 (SECURE Act), the Consolidated Appropriations Act, 2021 (CAA) and the Inflation Reduction
Act of 2022. Required Minimum Distribution (RMD) Changes for IRAs and Pension Plans – The SECURE Act
extended the age from 70 ½ to 72 for individuals to receive required minimum distributions (RMDs) from non-Roth
IRAs, 401(k) plans, 403(b) plans and defined contribution plans. There is a steep 50% penalty for failing to receive
your RMD by December 31 so we strongly encourage you to request your 2022 distribution if you haven’t already
received it. If you reached age 72 in 2022, you can choose to postpone your RMD until April 1, 2023. However, this
will result in your receiving and reporting income from two RMDs in year 2023, your postponed 2022 RMD and
your 2023 RMD. Make Retirement Plan Contributions – Consider maximizing your 401(k), 403(b) or 457(b) plan
contribution by December 31, 2022. The 2022 limit is $20,500 (plus a $6500 catch-up contribution for ages 50 and
over). IRA contributions for 2022 are due by April 17, 2023 and have a limit of $6,000 (plus a catch-up contribution
of $1,000 for ages 50 and over). Check with your tax advisor regarding limits for deductible or Roth IRAs. Charitable
Donations – Above-the-line deductions for cash contributions were allowed for individuals claiming the standard
deduction for year 2020 and 2021 with a $300 limit for year 2020 and limits for year 2021 of $300 for single filers
and $600 for married filing jointly filers. An above-the-line deduction reduces Adjusted Gross Income (AGI) which
may affect the taxation of Social Security, deduction limitations and Medicare IRMAA adjustments. At the time of
this writing, the above-the-line deduction has not been extended to year 2022. • Donations made by check must be
mailed or delivered by December 31, 2022 to be deducted in 2022. Donations by credit card are deductible as of the
date the charge is made, even if the credit card bill is paid the following year in 2023. • By donating appreciated stock,
you can 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. If the stock has dropped in value since you acquired it, it is more tax-advantageous to
sell the stock, deduct the loss, and donate the proceeds. • A qualified charitable distribution (QCD) from your IRA
continues to be a valuable tax strategy for IRA owners who have reached the RMD age. IRA owners age 70 ½ and
older may distribute up to $100,000 from their IRAs to a qualified charity. There is no charitable deduction however
the distributed amount is not taxed. Be sure to notify your CPA when making a qualified charitable distribution
as the 1099-R tax form reporting the distribution does not indicate that a donation was made. • To check on the
charitable organization before making a contribution or claiming a deduction, 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. • See the CPA’s Pen on the cover page for additional
tips on substantiating charitable donations. Gifting – The annual gift exclusion increased to $16,000 per person in
2022. Married couples can elect to split a gift, allowing a $32,000 limit. Gifts of tuition paid directly to the school and
medical expenses paid directly to a care provider are not considered gifts for the $16,000 limit. A donor will still be
allowed a $16,000 gift to a recipient even while making a tuition or medical gift. Gifts exceeding the annual limit that
do not qualify for an education or medical exclusion should be reported on a gift tax return. 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 2022. 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 2022, 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 2022 tax or 100% (or 110% for higher income taxpayers) of your 2021 tax. • If you are
able to deduct state income taxes, consider paying your 4th quarter state estimated tax payment before the end of
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Year End Tax Tips (continued)
the year, as you may be able to deduct that state tax payment in 2022 instead of 2023. Keep in mind that the State
and Local Tax (SALT) deduction for federal purposes is limited to $10,000 under the Tax Cuts and Jobs Act of 2017
(TCJA) so the deduction for state income taxes may already be limited. • Note 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 increased to $2,850 for 2022. If the plan
allows it, $570 of unused funds can be carried over to year 2023 and otherwise, a use-it-or-lose-it rule applies.
Threshold for Medical Expense Deduction – The threshold for deducting medical expenses decreased from the
scheduled 10% of AGI in year 2021 to a permanent threshold for all taxpayers at 7.5% of AGI from year 2021 and
continuing to year 2022 and forward. Hawaii tax laws comply with this federal tax change. Energy Credits – If you
installed a solar water heating or photovoltaic system for year 2022, the federal tax credit, which was 26% in year
2021 and was scheduled to phase out after year 2023, is increased to 30% under the Inflation Reduction Act of
2022. The credit, which is now called the Residential Clean Energy Credit, remains at 30% for years 2022-2032, then
will phase out during years 2033 and 2034. The Nonbusiness Energy Property Credit, which had expired in 2021,
returns as the Energy Efficient Home Improvement Credit and includes tax credits for home energy audits, qualifying
exterior doors, windows and skylights and other energy efficient improvements. Electric Vehicle Credit – the tax
credit for purchasing an electric vehicle is extended to December 2032. There is also a new credit for a previously
owned electric vehicle. Business Tax changes – The 20% qualified business income deduction continues for eligible
sole proprietorships, partners of partnerships, and S corporation shareholders. Individual taxpayers with rental
income may also be eligible to claim the qualified business income deduction depending on total taxable income.
Differences Allowed by Hawaii Tax Law – Hawaii’s tax laws do not always conform to Federal tax law changes.
For example, while you may claim the standard deduction for federal taxes, you may itemize deductions for Hawaii
taxes. While the federal miscellaneous itemized deduction is suspended for federal taxes, Hawaii tax laws continue
to allow these deductions, which include employee business expenses, investment fees and tax preparation fees.
Don’t wait until April to think about taxes – Gather your tax information throughout the year, or as early as
possible to make the tax filing process less stressful. If you bought or sold a property or are expecting high capital
gains for year 2022, it may be a good idea to check in with your CPA now rather than wait until the very busy months
of tax season.
For daily tax news updates, please visit our website: http://www.cpasofhawaii.com/.
In mid-January 2023, we will be sending 2022 tax organizers to Sterling & Tucker tax clients and contacting
clients using the online organizer with access information. Please help us reduce our carbon footprint by
considering the online organizer for your 2022 tax information. Returning clients will have a personalized
organizer with prior year information just like the paper document and you can upload tax documents in electronic
format to attach to the online organizer. Please contact us at (808) 791-9952 to request an online organizer.

Cranberry Swirl Coffee Cake
Ingredients:
½ cup butter
1 cup white sugar
2 eggs
2 cups all-purpose flour
1 teaspoon baking powder
1 teaspoon baking soda
½ teaspoon salt
1 cup sour cream
1 (8 oz) can whole cranberry sauce
1 teaspoon almond extract (or vanilla)

Thank you Lorene for sharing a favorite
holiday recipe with us!

Directions:
Preheat oven to 350 degrees F. Grease and flour a 9” or 10” tube pan. (or
a 9”x13” cake pan). Cream together the butter and sugar. Add eggs and
mix well. Combine the flour, baking powder, baking soda and salt. Add the
flour mixture alternating with the sour cream to the butter mixture until all
ingredients are incorporated. Stir in extract and mix only until just combined.
Pour 1/3 of the batter into the prepared pan. Swirl ½ of the cranberry sauce
into the batter. Repeat, ending with the batter on top. Bake at 350 degrees F
for 55 minutes.
Optional: Make an icing w/1 cup of powdered sugar, ½ tsp almond or vanilla
extract and add water a teaspoon at a time until desired consistency to drizzle
on top the cake.
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Financial Matters
What is a
Recession?

Courtesy 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

You’ve probably heard a lot recently in the news about the dreaded “R” word. Recession is defined by the
Oxford dictionary as “a period of temporary economic decline during which trade and industrial activity are
reduced, generally identified by a fall in gross domestic product (GDP) in two successive quarters.” So, are we
in a recession right now? It depends on who you ask. The technical definition of a recession is two consecutive
quarters with negative GDP growth. If you use this definition, then we are currently in a recession. Many
economists point to the fact that unemployment numbers are still historically low which is not an indicator of a
recessionary environment so they would argue that we aren’t currently in a recession. There is a bureau that is
recognized as the keeper of recessions. The National Bureau of Economic Research (NBER) is the organization
that officially keeps track of recessions in the United States. A downturn must be deep, pervasive, and lasting
to qualify as a recession by the NBER’s definition. However, these are judgment calls made by academics not
a mathematical formula designed to flag a recession as soon as it begins. Because some of the government
statistics that the committee depends on are reported at various lags, the NBER tends to be looking backwards
and declares recessions sometimes after we’ve already completed them. In October of this year, KPMG released
a survey of US executives showing that 91% believe that we will enter a recession in the next twelve months
with more than half believing that it will be a mild and short recession. Only time will tell at this point how
deep of a recession we may see in the coming year.
One common indicator of looming recession is an inverted yield curve. This is when interest rates of shorterterm bonds are higher than interest rates of longer-term bonds. We currently do have an inverted yield curve,
so does that guarantee a recession? There are no guarantees! While the inverted yield curve has been used as
a predictor of recession, there has not been a recession every time the yield curve has inverted. In times when
the inverted yield curve has been a predictor of recession, there have been varied gaps in time of anywhere
from 10 months to 34 months until recessions occurred.
Recessions are not a new phenomenon, and we have data going back as far as the Great Depression that
depicts the depth and length of time associated with these recessions and how long it took for the economy
to bounce back. The last official recession we had was in 2020 due to the COVID-19 pandemic. This recession
only lasted for two months which is unusually short but since it was dramatically deep it still did count as a
recession. This was the pandemic panic where the economy basically was shut down the markets sold off
roughly 30% in one month, but things bounced back very quickly and then proceeded to be more positive as
the year went on. The recession in 2008 and 2009 was more severe and lasted longer because it was attributed
to a meltdown in the financial system both in U.S. as well as internationally. But it only took about two years for
the investment markets to get back to where they started prior to the recession which is a reasonable amount
of time given the severity of the downturn.
Does the possibility of a looming recession mean you should sell all your stocks and bury your cash in the
backyard? The answer to this question in most cases should be “no.” So far, 2022 has been a tough year
Continued on Page 7
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Financial Matters (continued)
for stock investments due in part to an aggressive Federal Reserve interest rate hike strategy as well as
geopolitical events. At the time of this writing the S&P 500 index is down roughly 20% so far this year, which
is typically not the best time to sell stocks. Could the market decline further if we enter a recession? Yes, of
course there are no guarantees when it comes to investing in the stock market. However, we can point to
long term trends that have averaged higher returns as compared to burying your money in the backyard. I
think back to my time working with clients during the recession in 2008 where at some point the market
had sunk to where people had had enough and wanted to sell because they were worried about losing
everything. Typically, my job as a financial advisor is to be a voice of reason and talk people off the ledge
when they want to sell at a time when it’s not the best time to do so. I remember vividly a two-week period
In October of 2008 when the markets were just taking a dive every day to the tune of 6% to 7% some days,
it looked like financial institutions were going to fail and it was a total mess. There were some clients that
made the decision to go to cash and there were some clients that had faith that things would get better and
stayed the course. And for certain the clients that stayed the course and stayed invested came out ahead a lot
quicker than those folks that sold and went to cash. The stock market can turn quickly either up or down. And
if you’re not invested at the time where it turns up then it takes a lot longer to make your money back if you
sold when it was down. Every person is different and has different financial goals. Your investments should
be matched up with your risk tolerance and the timeframe to when you will need to use the money. If that
timeframe is considered long term, then a well-diversified investment portfolio should be considered. If you
have current income needs or short-term financial goals, stock investments may not be the best fit for that
money. A thoughtful approach to how to invest your money to be in-line with your goals can help to provide
a bit more peace of mind during troubling economic times.

Be aware! Be smart!
Bill and Mary Jones Living Trust
1234 Aloha Ave
Honolulu, HI 96822

1234 Aloha Ave, Honolulu, HI 96822

We have clients calling us about letters (see left for an
example) they receive from companies claiming that
all Hawaii homeowners should obtain a copy of their
Property Assessment Profile and Grant Deed.
DO NOT PAY FOR THIS.
This is not technically a scam. What they are soliciting is
legal but is not needed. As our clients, we provide you
with a copy of all recorded deeds we prepare for you
as part of your estate plan. Even if your deed was not
done through our office, you can easily obtain your own
copy by simply going to the Bureau of Conveyances and
paying a nominal copying charge. As for the “Property
Assessment Profile,” that is simply the information the
county sends to you each year for your real property tax
assessment (at no charge!), or you can obtain it at no
charge by visiting your county real property tax office or
their website.
If you have questions about this, you may contact our
office at (808) 531-5391. If ever in doubt, as a client, your
phone calls with Sterling & Tucker, LLP, regarding your
estate plan are free of charge.
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City Financial Tower
201 Merchant Street Suite 950
Honolulu, HI 96813

OAHU
Trust Administration Seminars
Thursday, 12/1 @ 10am, Pearl Country Club
Saturday, 12/3 @ 9am, Ala Moana Hotel

Medicaid Seminars

Wednesday, 11/30 @ 10am, Ala Moana Hotel
Thursday, 12/1 @ 7pm, Pearl Country CLub

Neighbor Islands

HILO
Trust Adminstration Seminar
Wednesday, November 2 @ 10am
Sangha Hall

MAUI
Living Trust Seminar

Thursday, December 15 @ 10am
Maui Arts & Cultural Center - Haynes Room

Attend our FREE

in-person

SEMINARS
Register online at

www.sterlingandtucker.com/seminars

OR
call us toll-free at
1-800-807-3820
Please don’t
keep us a secret.
Share this with a
family member or
friend!

