SLATs in Estate Planning: A Complete Overview

💡 What Is a SLAT?
SLAT stands for Spousal Lifetime Access Trust — a powerful estate planning tool used primarily by married couples to remove assets from their taxable estates while still retaining indirect access to the funds.
In short: One spouse gifts assets into an irrevocable trust for the benefit of the other spouse, allowing the family to benefit from those assets while freezing or removing them from the estate.

✅ Key Purposes of a SLAT
1. Reduces taxable estate — Moves appreciating assets out of the estate before death
2. Uses gift/estate tax exemption during lifetime — Especially important before the exemption sunsets in 2026
3. Retains indirect access to the assets — As long as the beneficiary spouse is alive and married
4. Protects assets from lawsuits, creditors, and future remarriage

🧩 How It Works: The Basic Mechanics
1. Spouse A creates an irrevocable trust (the SLAT)
2. The beneficiary of the trust is Spouse B (and optionally, children/grandchildren)
3. Spouse A gifts assets (cash, stock, real estate) into the trust using their lifetime gift tax exemption
4. The trust is irrevocable, so assets are removed from Spouse A’s estate
5. Spouse B can receive income and/or principal under the terms of the trust
6. Upon Spouse B’s death, remaining assets go to children or other heirs — estate-tax-free

🔍 Real Example
· Husband creates a SLAT for Wife and transfers $5M in assets
· He uses $5M of his lifetime exemption, shielding those assets (and their growth) from future estate tax
· Wife receives income or discretionary distributions
· If Wife dies, the remainder goes to children, not back into Husband’s estate

🧠 Advanced Tip: Dual SLATs
Many couples each create a SLAT for the other (carefully structured to avoid the "reciprocal trust doctrine", which can undo the tax benefits if done incorrectly).
Proper differentiation in timing, terms, or trustees is essential.

📋 What Can Go Into a SLAT?
· Brokerage accounts
· Closely held business interests
· Life insurance policies (held in an ILIT-like format)
· Real estate (with proper appraisals and discounts)
· Cash or investment accounts

⚖️ Tax Benefits
· Uses gift tax exemption before it potentially drops in 2026
· Removes future appreciation from estate
· Can be structured as a grantor trust to keep income tax liability with donor (further reducing estate)
· Possible generation-skipping transfer (GST) exemption planning layered in

🛑 Risks & Considerations
	Risk
	Description

	Divorce
	If the couple divorces, access to trust assets may be lost permanently

	Death of Beneficiary Spouse
	If Spouse B dies early, Spouse A loses indirect access

	Reciprocal Trust Doctrine
	If both spouses create SLATs that are too similar, the IRS may treat them as ineffective

	Irrevocability
	The trust cannot be amended or revoked once created, except under state decanting laws or with a Trust Protector



📐 Key Drafting Provisions
· Discretionary distributions using a HEMS standard (Health, Education, Maintenance, Support)
· Independent trustee recommended
· Include Trust Protector to adjust if needed
· Consider grantor trust status for income tax strategy

🧠 When to Use a SLAT
✅ High-net-worth clients with $5M–$25M net worth
✅ Married couples concerned about upcoming estate tax exemption sunset
✅ Clients with closely held businesses or appreciating real estate
✅ Want to protect assets but not fully "let go" of them

🔥 Teaching Tip for Your Attendees
“SLATs are one of the best tools we have right now to lock in current estate tax savings — but they require careful timing, drafting, and trust structure. And when done right, they’re an unbeatable blend of control, access, and protection.”

