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FOUNDING PARTNER

Welcome Jeremy Laughton

I. Mark Cohen, J.D., LL.M., CFP®

Winter is here. As I write this, it has not been above
freezing for a couple of days. My big news, however,
is that Leigh and I are proud grandparents of our first
grandchild, Hayleigh Ann Plourde, born November 9,
2016. I had the joy of holding her in my arms when
she was less than two hours old. Both baby and mom
(and dad) are doing fine. We can’t seem to get enough
of her, so we find ourselves babysitting frequently to
give the parents a break.
Our new attorney is Jeremy Laughton, a recent graduate
from the George Washington University Law School.
Before settling down in Virginia for law school he lived in
Illinois, Texas and Oregon. While in Oregon he received
a bachelor’s degree in economics from Reed College,
a small and somewhat eccentric liberal arts school in
Portland. He is passionate about music and has a
personal interest in economic history. He is very excited
to be part of the team here and he hopes to meet many of
you over the coming months.

graduate with Master’s degrees from Georgetown and
Columbia respectively. They are spending winter break
in Arizona visiting my parents (who are doing very well)
and other family.

Holly graduated from Penn State with her Master’s
degree in International Community Development
in December. She got this degree part-time while
working full-time at the DC Food Bank. Michael and
Rachel each have one more semester before they
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Leigh and I and the dogs spent the New Year’s long
weekend in a quiet cabin by the Shenandoah River
where there is no internet or cell service. We both
enjoyed being off the grid for a few days. Our next travel
adventure is to Monument Valley, Utah, later in the
spring.
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MANAGING PARTNER
Weston D. Burnett, J.D., LL.M., CFP®

What Happens to Your Estate Plan
After a Divorce
Rasheda Nipu, J.D.

Technology wise, everything changed. We moved our
server to the Microsoft-hosted cloud server. Our new
phones are now up and running smoothly. OptiFour has
finished its transition to the new on-line interconnected
platforms of Orion (performance reporting), eMoney
(financial planning) and Junxure (contact relationship
management).

It’s a tale as old as time: First comes marriage, then come
the divorce papers. It is not one of the more ideal plot
scenarios but is nonetheless a common one. In Virginia,
unless otherwise provided in the divorce/separation
documents, a divorce automatically revokes some
provisions of your estate planning documents, but does
not change all the provisions.

On the personnel side: Ryan is back and doing well.

Wills: Upon a divorce or annulment, the Virginia Code
provides that all of the provisions of a person’s existing
Will are revoked. Similarly, once a divorce becomes final,
“any revocable beneficiary designation [for instance, the
designated beneficiary of an insurance policy] that provides
for the payment of any death benefit to the former spouse is
revoked.” In such an event, the former spouse is treated as
if he or she predeceased the decedent.

As a George Washington University Trustee, I have spent
substantial time working on our University Campaign, which
will hit $1 Billion in 2017. We are excited at the additional
scholarship money we have added through the campaign
to help with the costs of higher education. I now have a
niece and a nephew who have enrolled at GWU in various
masters programs. As Trustees, our year-long search for a
replacement for our highly successful President concluded
with the selection of Thomas LeBlanc, who takes over on
August 1st.
Our children, their spouses and grandchildren joined Barb
and me at the Homestead over Thanksgiving for a family
gathering. We had a great time. Our picture appears below.

Trust: Contrastingly, the Uniform Trust Code offers no such
revocation treatment. This means if your revocable trust
left everything to your spouse upon your death, a divorce or
annulment will not alter his or her entitlement to your trust
assets. Consequently, since a divorce has no effect on your
trust, you must amend or revoke it to avoid your assets passing
to a former spouse or prevent them becoming a trustee.
Power of Attorney: Much like its treatment of Wills, the
Virginia Code provides that the authority of an agent pursuant
to a Power of Attorney terminates when an action for divorce
or annulment is filed. Nevertheless, due to the contentious
nature of divorce, you should revoke any existing power of
attorney upon your separation rather than waiting for the final
decree in order to prevent the soon-to-be former spouse from
handling your affairs without permission.

On the fitness side, my son David and I finished our 100mile Seagull Century bike race in record time for me (not
him). My goal next year is to do it six minutes faster in
under five hours, a 20-mile-per-hour pace for five hours.
My next immediate fitness goal is to prepare to climb
some more 14,000 footers in Colorado in July 2017.
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Accordingly, it is a good idea to give a copy of the revoking
document (or updated power of attorney) to your financial
institutions and any third parties who may be in possession
of the prior power of attorney, particularly because it will
put them on notice since a third party cannot be held
liable for accepting a revoked power of attorney if it has
no knowledge that the power of attorney is no longer valid.
Unfortunately, the Virginia Health Care Decisions Act does
not provide for the automatic revocation of a medical power
of attorney upon separation or divorce.
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Achieving a Better Life Experience
(ABLE) Act
Weston D. Burnett, J.D., LL.M., CFP®

The Achieving a Better Life Experience (ABLE) Act was
signed into law in December 2014 to allow Americans
living with disabilities to save money for college and other
expenses in a tax-deferred account as a supplement
to private insurance and public benefits. 529 ABLE
accounts are savings accounts administered by the
state in which earnings grow free from federal taxes.
In Virginia, earnings grow free from federal and state
taxes and there is an annual state income tax deduction
up to $2,000 per contributor for contributions to an
ABLE account. Generally, funds in ABLE accounts
are disregarded when determining eligibility for certain
means-tested benefits programs, such as Medicaid
and Supplemental Security Income (SSI). Money can
be withdrawn tax-free when the funds are used to pay
for qualified disability expenses such as education,
job training and support, healthcare and financial
management.
The reason why 529 ABLE accounts are so important,
is that prior to the ABLE Act, if a person with disability
earned more than $700 per month or had savings or
other assets in excess of $2,000, they would have risked
having to forfeit eligibility for government programs like
Medicaid. The only way for families to get around this was
to set up a special needs trust, which is often very costly.
The contribution limit for 2016 is $14,000, which is the
amount of the annual gift tax exclusion.
To qualify for a 529 ABLE account, individuals must have
been diagnosed with a significant disability before they
turned 26 years old, the condition of which was expected
to last at least 12 consecutive months. Individuals must
also be receiving benefits under SSI and or SSDI or be
able to obtain a disability certification from the doctor.
Parents who save money in a 529 college savings account
may be able to roll the funds into a 529 ABLE account in
the event the beneficiary is later diagnosed with a disability
such as autism.
Virginia, the District of Colombia and Maryland are all
opening ABLE programs throughout 2017. For more
information, please make an appointment to come talk to
us further about ABLE Act accounts.
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Divorce and Taxes
I. Mark Cohen, J.D., LL.M., CFP®

Getting divorced is not a happy time and you are probably
anxious to get it over with as soon as possible. However,
before you ink the property settlement agreement (PSA)
there are some income tax issues to keep in mind:
1. Who will claim the children as exemptions? If your PSA
does not state otherwise, the parent who has the children
the most number of days in the year claims the children as
exemptions. If the PSA states you can claim the children
as exemptions but they live with you less than six months
of the year, you will need to get Form 8332 (Release of
Claim to Exemption for Child of Divorced or Separated
parents) signed by the ex-spouse.
2. Who will claim the child care credit? This credit is for
work-related child care expenses for children under age
13. Only the custodial parent can claim this credit.
3. Check the beneficiary designations of your IRAs and
401(k)s. You probably do not want your retirement
benefits paid to your Ex when you die. However, if
you do not change your beneficiary designation before
you die, the benefits will be paid to your designated
beneficiary (your Ex). Your estate may have a
contractual claim to enforce the PSA against your Ex,
but that creates complications, both tax and otherwise.
It is best to follow up with the Qualified Domestic
Relations Order (dividing the retirement plans between
the spouses in accordance with the PSA) after the
divorce is finalized, and make sure you have updated
all the beneficiary designations.
4. When do you finalize the divorce? Your marital status
at the end of the year determines your filing status. It is
usually better for all parties to be married, filing jointly,
so consider making the divorce final in January rather
than in the fall. But keep in mind that as a signor to
a joint return, you are jointly and severally liable for all
the taxes due, including the tax on income your Ex has
somehow missed reporting.
There are many tax issues associated with divorce. Be
sure you understand all the tax consequences of your
choices as you work through your PSA and divorce.
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Bonds Are On Sale…Shop Carefully
Larry Solomon, MBA, CFP®
Director of Investments and Financial Planning
If yield is any indication, in the past two weeks, bonds
have suddenly become more appealing. Treasury yields
have risen sharply since the election, with the 10-year note
now yielding 2.33%, up from 1.85% on 11/8/2016. The
increase reflects expectations of higher federal spending,
bigger deficits and stronger growth under President-elect
Trump. Bond prices, which move inversely to yields,
have also dropped quickly, although unequally across
categories, while US stocks have rallied (see chart below).

Total Return %

Source: Morningstar Office

Investors have been chasing the “reflation trade,”
with the expectation that treasury yields will continue
to rise along with inflation as the US pumps up
its stock market and grows its economy with
infrastructure spending and tax cuts. Less noticed
by investors has been reflation’s welcome side effect,
the jump in bond yields.

Financial Trends.
Professional Opinions.
Economic Horizon.
Opti-4 e-News Takes You There
If you like to stay on top of financial trends and learn
what the professionals are saying about economic and
financial issues, please be sure to go to our website and
follow us on our new social media pages, going forward.
All you need to do is hit the image icons on the top
right corner of our websites (www.optifour.com / www.
cohenandburnett.com). Once subscribed, you will be
able to follow us on Twitter, Facebook and LinkedIn to get daily and/or
weekly updates, blogs, and news from us.
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The 30-year Triple-A muni yield ticked above 3% last
week, up about a half-percent since Trump’s victory, and a
full percent above the July low. Among lower-rated munis,
the 30-year Triple-B benchmark yield stands at 4% and
junk-grade munis yield 5%.
Before taxes, investment-grade munis now yield slightly
more than comparable-maturity treasuries, meaning the
tax-equivalent yield of a muni bond with a 3% coupon is
4.25% for investors in a 30% tax bracket.
However, there are potential negatives for munis. Demand
could be impacted by a reduction in tax rates. Trump’s
proposed top individual tax rate of 33%, however, isn’t
much below the current one of 39.6%, meaning that
individuals would continue to earn attractive after-tax
yields in munis. There is also the risk that interest rates
could be headed much higher, a scenario that would drive
down bond prices further and accelerate the investor
stampede out of this asset class.
With those caveats, there are several ways that investors
can use the recent sell-off as a point of entry, including
through individual bonds, open-end bond funds and
ETFs (exchange-traded funds). ETFs are, by far, the
most liquid, transparent and lowest cost way to gain
exposure to this asset class. The iShares National Muni
Bond ETF (MUB), which tracks the S&P National AMT
Free Municipal Bond Index, and contains a mix of over
3,000 short-, intermediate- and long-term holdings, is
one excellent choice in this space. MUB has a current
distribution yield of 2.09%, equivalent to a 3.70% yield on
an after-tax basis.
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A compass rose is a figure displaying the orientation of the cardinal directions,
north, south, east and west on a map or nautical chart. We found it fitting to
name our newsletter after this recognizable symbol of navigation and direction.
If you prefer not to receive our quarterly newsletter or if you have any feedback
or ideas for topics, please email Wes Burnett: wes@optifour.com.
OptiFour Integrated Wealth Management LLC is an SEC registered investment
advisor whose principal place of business is located in the Commonwealth of
Virginia. This is not personalized tax, legal or financial advice. This information
is based on sources we believe to be reliable. www.advisorinfo.sec.gov

Winter 2016

