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Spousal Lifetime Access Trust (SLAT) 
Married couples who are concerned about minimizing estate taxes and maximizing the amount they leave for their 
heirs commonly establish irrevocable trusts as a means to transfer wealth. Most irrevocable trusts cannot be revoked, 
altered or amended by the grantor (person creating the trust), and the trust beneficiaries are typically children and 
grandchildren.  Since the grantor no longer has control of the assets, the value held in the trust will not be included in 
the taxable estate.  When assets are transferred to the trust, a gift is considered to have been made.  Depending on 
the amount of the gift and the trust provisions, the value of the assets transferred may use a portion of the grantor’s 
lifetime gift exemption ($12.92 million for 2023; scheduled to revert to prior law after 2025 with an estimated indexed 
exemption of $7.54 million for 2026).  The benefits are that future appreciation on the asset is removed from the 
taxable estate and potential that the trust provisions may allow for the annual exclusion ($17,000 for 2023) to be 
applied to the gifted amount, thus preserving the lifetime gift exemption available.  With the loss of asset control and 
the trust being held for the benefit of others, there may be concerns about the future need to use the assets for the 
grantor’s own personal financial independence. The sustainable amount that can be transferred is most effectively 
defined within the context of a comprehensive financial plan, but often times there is a desire to obtain added 
assurance that if for some reason assets retained are fully spent through that there will still be the option to access 
amounts necessary for the grantor’s personal expense needs.  

Trust Structure 

If you are married, one possible solution to the personal impoverishment risk might be a Spousal Lifetime Access Trust 
(SLAT). A SLAT is a variation on a traditional irrevocable trust that can provide flexibility and access to trust assets. 
One spouse (the "grantor") gifts assets to the SLAT which is designed to give away property for transfer tax purposes, 
while being held for the benefit of the spouse and other family members.  The assets must come from the grantor's 
separate property and not from jointly titled property. The gift tax annual exclusion ($17,000) and the lifetime gift tax 
exemption ($12,920,000) can be used to exclude these gifts from payment of gift tax. The SLAT is established so that 
the trustee can make distributions as necessary to the grantor’s spouse or other heirs for health, maintenance, 
education and support.  Distributions for these purposes are considered by the IRS to be an “ascertainable standard” 
and are therefore excludable from the beneficiary’s estate. By allowing distributions to the grantor’s spouse during 
grantor’s lifetime, the married couple has not given up access to the trust assets.  After the grantor's death, the trustee 
of the SLAT can be given the discretion to loan money to or purchase assets from the grantor's (and/or the grantor's 
spouse's) estate to provide liquidity to pay estate taxes and other settlement costs. 

Considerations 

The SLAT can provide flexibility in a married couple’s estate plan by removing future appreciation from taxation, 
leveraging gift exemptions with valuation discounts, and providing a safety net if unforeseen events occur that require 
assets be reacquired for personal expense needs.  While it may appear to the be the Swiss Army knife of estate 
planning tools, there are still several considerations to keep in mind for appropriate usage and avoiding estate 
inclusion.  

Death & Divorce   

If you create a SLAT for your spouse and then subsequently divorce or your spouse dies before you, you generally lose 
access to the trust property and its income.  Access is available only to the grantor's spouse (and/or other 
beneficiaries) -- not to the grantor. Thus, the grantor only has "indirect" access to trust assets through his/her spouse. 
Therefore, divorce or the death of the grantor's spouse will further diminish this limited access.  To plan around this, 
consider the following: 
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1. Death – consider providing the beneficiary spouse a limited power to appoint trust assets at death to anyone 
other than themselves, their estate, and creditors of either.  This can allow for the spouse to appoint assets into 
further trust that provides for the original grantor’s benefit.  

2. Divorce - consider providing in the trust document that any interest that the grantor’s spouse has in the trust 
terminates upon divorce and the grantor’s new spouse becomes the spouse with access to the SLAT.  

Self-Settled Trust & Split Gifts   

To avoid inclusion of the assets in the beneficiary spouse’s estate and potentially reduce the asset protection 
otherwise available, caution should be taken to not fund the trust with the beneficiary spouse’s assets but instead with 
separate assets from the grantor.  To mitigate this risk and avoid the appearance of self-settled trust funding consider 
the following: 

1. Waiting Period – if the grantor spouse wants to fund the trust with assets currently held jointly or in the 
beneficiary spouse’s name, the assets should be first retitled to the grantor spouse individually.  Once this 
is complete it is recommended that SLAT funding be delayed one year to avoid the transfer being 
considered a step transaction (done for appearance only). 

2. Gift Tax Filing – any time a married couple makes a gift, whether it comes from their individual property or 
joint property, they have the option to make a tax election that for gift tax purposes causes the value of the 
gift to be allocable 50/50 to each of them thus limiting the amount of lifetime gift exemption used by the 
gifting spouse.  Some practitioners believe that even if the assets were not owned by the beneficiary 
spouse, usage of this gift tax election could cause estate inclusion issues given that it is for that person’s 
benefit.  We generally do not consider this tax election to be a concern but defer to the attorney or CPA for 
ultimate determination.   

Grantor Trust Status   

Similar to other irrevocable trusts, the SLAT can be structured in a way that provides for the gift to be complete for gift 
tax purposes but incomplete for income tax purposes.  When this occurs, the trust is considered to have a “Grantor” 
status that provides the tax on income of the trust be paid by the grantor.  These payments on behalf of the trust 
provide additional “gifts” of income tax liability without use of exemptions.  Additionally, income tax payments can be 
reimbursed by the trust if it is at the trustee’s discretion.  

Life Insurance   

The SLAT may use all or a portion of the gifts to purchase life insurance. When the SLAT purchases a life insurance 
policy on the grantor’s life, the spouse and children can receive access to the cash values in the insurance policy. If 
the life insurance policy is a single life policy on the grantor’s life, the spouse can also be trustee of the trust. However, 
if the policy is a survivorship policy in which grantor and spouse are both the insureds, it is important that neither are 
named as trustee (at least over the insurance assets of the trust) to avoid inclusion of the death benefit proceeds in 
their taxable estate. The trustees would be instructed to preserve the assets for the children unless the parents were at 
risk of running out of money, in this case they could make distributions to the grantor’s spouse out of the trust. 
Because the insured(s) do not retain any control over the insurance assets in the SLAT, the death benefit should not be 
included in his or her taxable estate.  The family's control is derived from the spouse's rights in the trust, and the IRS 
does not attribute incidents of ownership held by a non-insured spouse to an insured spouse.  The trust will receive 
the death benefit free from income and estate taxes. 
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Reciprocal Trusts   

If both spouses establish a SLAT for the benefit of the other, there is the risk of establishing “reciprocal trusts”.  Trusts 
are considered reciprocal if they essentially provide the same benefits by merely switching you and your spouse as the 
spouse with access.  When this occurs, the trust you create for your spouse will generally be included in your gross 
estate for estate tax purposes, and the trust your spouse creates for you will generally be included in your spouse's 
gross estate. However, you can avoid this reciprocal trust doctrine by making the two trusts sufficiently different. For 
example, you may provide that one trust give the spouse with access a limited power to appoint trust assets at death 
among a group of beneficiaries, while the other trust does not have such a provision. You may also consider having 
one trust provide forced income to the beneficiary while the other does not.   

Multi-Generation Planning   

Designing the SLAT as a generation-skipping trust, SLAT assets can also avoid estate taxation in the estates of the 
grantor's descendants.  Additional flexibility can be included in the trust provisions to provide for future changes in tax 
law and changes in family goals and situations. 

 

 

Disclosure: This material is for informational purposes only and is not intended to serve as a substitute for personalized investment 
advice or as a recommendation or solicitation of any particular security, strategy or investment product. Diversification cannot assure 
profit or guarantee against loss. There is no guarantee that any investment will achieve its objectives, generate positive returns, or avoid 
losses. Sequoia Financial Advisors, LLC makes no representations or warranties with respect to the accuracy, reliability, or utility of 
information obtained from third-parties. Certain assumptions may have been made by these sources in compiling such information, and 
changes to assumptions may have material impact on the information presented in these materials. Sequoia Financial Advisors, LLC does 
not provide tax or legal advice.  Information about Sequoia can be found within Part 2A of the firm's Form ADV, which is available at 
https://adviserinfo.sec.gov/firm/summary/117756. The tax and estate planning information offered by the advisor is general in nature.  
It is provided for informational purposes only and should not be construed as legal or tax advice.  Always consult an attorney or tax 
professional regarding your specific legal or tax situation.  Tax preparation is done by a 3rd party and not Sequoia Financial Group.  
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