
Spousal Lifetime Access Trust

ESTATE PLANNING

For many years, advisors and their clients have appreciated how an irrevocable 
life insurance trust (ILIT) can be used to exclude life insurance proceeds from the 
insured’s estate. Nevertheless, some individuals may be reluctant to use this strategy 
because of the belief they will lose access to policy cash values.

Specifically, younger clients may view the ILIT as an inflexible planning technique. To overcome this concern, 
advisors have turned to trusts that are more flexible. One flexible ILIT design is called a Spousal Lifetime Access 
Trust (SLAT). The main purpose of a SLAT is to provide access when needed to cash values of policies held inside 
the trust, while keeping the death benefit outside of either spouse’s taxable estate. Typically this access is given to 

the non-grantor spouse during his or her lifetime.

Benefits of a SLAT 
Following enactment of the Tax Cuts and Jobs Act of 2017, which increased the exemption to $11.4 million  
($22.8 million for married couples for 2019), some clients may have concluded that they do not need life insurance 
for estate liquidity. Despite this potentially mistaken approach, SLATs remain a very valuable tool in wealth 
transfer planning by: 

• Managing wealth outside the estate.

• Specifying how assets are distributed to beneficiaries.

• Growing trust property outside the taxable estate to minimize federal or potential state estate taxes.

• Providing the non-grantor spouse with access to cash values inside the trust (i.e. additional flexibility).

• Providing other benefits of irrevocable trusts.

Additional information on next page. 



HOW IT WORKS

 

  

Insured/Grantor

Insured gifts separate 
property funds to an 
irrevocable SLAT to help 
fund the payment of life 
insurance policy premiums.

1
Step

SLAT Acquires
Life Insurance Policy

Trustee purchases a life 
insurance policy insuring 
grantor’s life and the trust 
becomes the owner and 
beneficiary of this policy.

2
Step

Spouse & Children

The policy’s death benefit 
will be paid to the trust and 
should pass to the insured’s 
spouse and children free 
from estate tax.

4
Step

Non-Insured Spouse

During the insured’s lifetime, 
the trustee of the SLAT has 
the discretion to take loans 
and withdrawals, which may 
be income tax-free if within 
limits and up to basis, from 
the policy’s cash surrender 
value. The trustee, in his 
or her discretion, may then 
make income tax-free and 
gift tax-free distributions to 
the non-insured spouse.

3
Step

For more information, contact your Financial Representative.

PLC.4093         (03.19)

protective.com

These materials contain statements regarding the tax treatment of certain financial assets and transactions. These statements represent only our current 
understanding of the law in general and are not to be considered legal or tax advice by purchasers. Estate tax rules and the tax treatment of life insurance are 
subject to change at any time. Neither Protective Life nor its representatives offer legal or tax advice. Purchasers should consult with their legal or tax advisor 
regarding their individual situations before making any tax related decisions. 

Life insurance is issued by Protective Life Insurance Company, Nashville, TN.

General Structure and Considerations
The grantor establishes an ILIT. Gifts are made to the SLAT by the grantor and the trustee then purchases a policy 
on the grantor’s life. The SLAT will be both owner and beneficiary of the life insurance policy. The SLAT should be 
funded with gifts of the grantor’s separate assets, especially if the non-grantor spouse will be acting as trustee. 
Likewise, assets of the non-grantor spouse should not be gifted to the trust, and gifts of joint accounts should be 
avoided. SLATs are often used when one spouse is the primary wage earner. The trust document will give the trustee 
discretion to distribute assets (including policy cash values) to the grantor’s spouse.

To prevent estate inclusion, care must be taken to limit the distributions to the spouse. There are two popular 
techniques to limit distributions. First, is the so-called “5-or-5 power” (limiting distributions to 5% of the trust value, or 
$5,000, whichever is greater). Second, is a limitation of distributions to an “ascertainable standard” — that is, for the 
“health, education, maintenance or support” of the non-grantor spouse.

Clients may choose a variety of insurance policy types, including variable universal life and current assumption 
universal life insurance, based upon a client’s risk profile, policies features, estate planning needs and other factors.  
The remaining trust assets (including the insurance proceeds) are ultimately passed to the couple’s children.


