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WHAT IS A SPOUSAL LIFETIME ACCESS TRUST (SLAT)? 

A Spousal Lifetime Access Trust (SLAT) is an irrevocable trust that is established and funded during the grantor’s 
lifetime.  Typically, the primary beneficiary of a SLAT is the grantor’s spouse together with the grantor’s descendants.  
The SLAT can be funded using the grantor’s federal estate and gift tax exemption, currently $11.58 million, the grantor’s 
annual exclusion gift, or a combination thereof. 

 

WHY NOW? 

This strategy is especially attractive because of the current federal estate, gift and generation skipping transfer (GST) 
tax exemption of $11.58 million per individual.  The current exemption affords clients the opportunity to move a 
significant amount of assets outside the estate of the grantor.  Because this exemption amount is set to change to $5 
million per individual (adjusted for inflation) on January 1, 2026 and because assets may currently have a lower 
valuation, this is the perfect time to consider this strategy.  In addition, the outcome of the presidential election could 
have an impact on the current estate tax law. 

 

WHAT ARE THE ADVANTAGES OF A SLAT? 

There are several advantages to establishing a SLAT.  One of the most attractive advantages is that the grantor’s 
spouse, as a beneficiary, has access to the trust assets.  Many irrevocable trusts are established for the benefit of 
descendants only.  Naming a spouse as a beneficiary, especially if a grantor is funding the SLAT with a significant 
amount of assets, can provide the grantor a higher degree of security and confidence when making the gift. Other 
advantages to establishing a SLAT include excluding future appreciation from the estate of the grantor thereby reducing 
the grantor’s estate even more, the ability to name a spouse beneficiary as a trustee or co-trustee and structuring the 
trust to provide for multiple generations while avoiding the estate and GST taxes on the trust assets. 

 

WHAT ARE THE DISADVANTAGES OF A SLAT? 

With any strategy there are also disadvantages. For example, if the grantor’s spouse is the first to die or there is a 
divorce, the grantor will lose that indirect access to the trust.   In addition, because the assets would no longer be in the 
grantor’s estate, there would not be a step up in basis on the assets at the grantor’s death. Another potential 
disadvantage is that SLATs are considered grantor trusts, meaning the grantor would pay the income tax generated by 
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the trust assets.  This is potentially positive as it further reduces the estate of the grantor, but the grantor must be 
prepared for that obligation. 

 

CAN EACH SPOUSE CREATE A SLAT FOR THE BENEFIT OF THE OTHER SPOUSE? 

Yes and no.  If each spouse creates an identical trust for the benefit of the other spouse, the reciprocal trust doctrine is 
triggered.  At its most basic, the reciprocal trust doctrine asserts that if spouses create identical trusts for each other, 
then the value of the trust each spouse created would be included in his or her estate for federal estate tax purposes.  
This effectively defeats the purpose of creating the SLAT- to exclude assets, and the appreciation on those assets, from 
the grantor’s estate. With careful planning, the reciprocal trust doctrine can be avoided.  For example, one trust could 
have different distribution provisions, a different trustee or a different trust situs. 

 

WHO ARE THE CANDIDATES FOR THIS STRATEGY? 

Families who have or are likely to have taxable estates, are willing to make irrevocable gifts and want to take advantage 
of the current increased exemption amount but would prefer to have some indirect access to those assets.    

 

WHAT ARE THE NEXT STEPS? 

Please contact your Baird Advisor if you think a SLAT might be the right solution for you and your family. 

 

 


