
Partner’s Lifetime Access Trust
A Gifting Strategy for Unmarried Partners
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The Dilemma of Large Gifts
You may be thinking about making a large gift to benefit your partner, your children  
or grandchildren or your nieces and nephews. Logically the gift makes financial sense. 
Your tax advisors assure you it’s a wise decision. Some of your friends have already 
made such gifts. But for some reason, you’re not sure. It seems to make sense now,  
but what if things change? Will it still make sense if: 

1.  Your financial situation changes?

2.  Your objectives change?

3.  The tax laws change?

4.  Your relationship changes? 

You know that once you make a gift, it’s gone forever; you can’t take it back. Wouldn’t it 
be great if there were a way to make the gift and somehow retain the potential to get it 
back? You’d feel much more comfortable if you had the flexibility to “undo” the gift later 
if you needed to.
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Make Gifts Through a Trust
Even though you can’t take back a gift once you’ve made it, it is possible to make a gift in a way that could 
put your partner in a position to “undo” the gift for you. When you make your gifts through a Partner’s Lifetime 
Access Trust (PLAT) and name your partner as a beneficiary, you can make it possible for your partner to 
receive money from the trust.

What is a PLAT?
A Partner’s Lifetime Access Trust (PLAT) is an irrevocable trust designed to pass on your assets to younger 
members of your family and to your partner. In addition to your children and grandchildren or nieces and 
nephews, you can name your partner as a beneficiary. Your PLAT can be drafted with several provisions that 
allow the trustee to distribute trust assets to your partner and those distributions can precede distributions 
to the other beneficiaries. In fact, you may structure your PLAT so that the trustee is not allowed to make 
distributions to other beneficiaries while your partner is alive. Distributions to your partner can potentially result 
in the removal of some or all of your gifts from the trust and may effectively position your partner as the trust’s 
first beneficiary.

How Can Your Partner Be a “First” Beneficiary?
Your PLAT can include provisions that create potential opportunities for your partner to receive trust assets 
without causing him/her to be treated as the owner of the trust for tax purposes. The trust won’t provide these 
opportunities to any other beneficiaries during your partner’s lifetime. PLATs often have two general ways to 
distribute assets to your partner:

      1. Distributions Your Partner Controls 
 Your partner may be given some opportunities to take money out of the trust without anyone else’s 

consent. They include:

 Ā The annual option to receive all of the trust’s income, and/or

 Ā  The annual option to withdraw the greater of $5,000 or 5%  
of the trust’s assets (this is sometimes called a “5 X 5 power”).

With your trustee’s help, it may be possible for your partner  
to retrieve all or part of any gifts you’ve made to the trust!
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2.  Distributions the Trustee Controls 
  The trustee is a fiduciary who must follow the terms of 
the trust. If the trustee is independent (not beholden to, 
controlled by, or subservient to you as the grantor),  
he/she/it can be given unlimited discretion to distribute 
trust assets to your partner. In fact, an independent 
trustee’s discretion could potentially be used to distribute 
all the trust’s funds to your partner. 

  Although it is seldom recommended, you could name 
your partner as the trustee. If your partner is both a 
trustee and a beneficiary, he/she would be treated for 
tax purposes as the owner of all the trust assets. This 
may be prevented by restricting the partner-trustee’s 
ability to make discretionary distributions to him/herself 
to what attorneys call an “ascertainable standard.” 
The partner-trustee’s discretion would be restricted so 
distributions could only be made for purposes of health,  
education, maintenance or support.

  Whether a PLAT trustee is independent or not, all 
distributions to the partner are discretionary. The  
trustee has the power to make them, but is not  
required to do so. Depending on your partner’s 
circumstances, distributions for health, education, 
support or maintenance could potentially be  
quite substantial. 

PLATs sometimes include additional provisions to guide 
trustees in how to use their discretion. For example, the 
trustee could be instructed to take into account your 
partner’s other assets, income or personal net worth. In the 
alternative, the trust could direct the trustee to be liberal in 
using discretion and to make distribution decisions without 
considering your partner’s other assets or income. The 
trustee could also be directed not to make any distributions 
to your partner if the relationship ends.

PLATs and  
Life Insurance 
Well-to-do people can choose among many financial 
products and strategies to transfer their assets. When they 
are healthy, they often use life insurance as a component of 
their wealth transfer plans. Life insurance can be an effective 
tool for passing on family wealth for a number of reasons, 
including the facts that the premiums are usually paid in 
a series of installments and that policy death benefits are 
generally federal income tax free under IRC Section 101. To 
insulate the policy’s death benefits from federal estate taxes, 
they often use irrevocable life insurance trusts (often called 
“ILITs”) to own and manage their policies. Donors make gifts 
of cash to the ILIT and the trustee uses those gifts to pay the 
policy premiums.

Like PLATs, ILITs are irrevocable trusts that generally have 
several beneficiaries. If their circumstances or objectives 
change, insureds often want the security of knowing they 
have the potential to recover some or all of the money 
they have given to the trust to pay premiums. This can be 
accomplished by including PLAT-like distribution provisions in 
the ILIT agreement. The insured’s partner can be positioned 
as the first beneficiary and be given the ability to receive 
regular and discretionary distributions during life. Including 
these provisions in an ILIT can make it more flexible and 
increase its ability to meet both your needs and those of  
your partner. 

When an ILIT is designed with your partner as the first 
beneficiary, the trustee should strongly consider using a 
life insurance policy designed to produce reasonable cash 
values. That’s because the trustee may have to distribute 
funds to the partner prior to the payment of the death 
benefit. If early distributions are needed, the trustee needs 
to be sure cash can be obtained from the policy* without 
materially jeopardizing its long-term performance. Term 
insurance policies and guaranteed death benefit universal 
life insurance policies usually don’t produce much in the 
way of distributable cash values. On the other hand, indexed 
universal life policies and variable universal life policies have 
significant potential to build cash values. They may make it 
easier for trustee to accomplish the trust’s goals.

* Policy loans and partial withdrawals may vary by state, reduce available surrender 
value and death benefit or cause the policy to lapse. Generally, policy loans and 
partial withdrawals will not be income taxable if there is a withdrawal to the cost 
basis (usually premiums paid), followed by policy loans (but only if the policy 
qualifies as life insurance, is not a modified endowment contract and is not lapsed 
or surrendered).



How Could You Recover Gifts You Made  
to Your Trust? 
Although there won’t be any provisions in a PLAT that allow you as the grantor to recover any gifts you’ve made, 
your partner could facilitate their recovery for you. Your partner could exercise his/her distribution rights and the 
trustee could make discretionary distributions to your partner for health, education, maintenance or support. Once 
your partner receives the distributions, he/she could gift or share all or part of them back to you. Gifts from your 
partner could be gift-tax free if they qualify for the gift tax annual exclusion or don’t exceed your partner’s lifetime 
gift tax exemption. Thus, with your partner’s help, you could potentially recover gifts you made to the trust.

Here’s How the Partner’s Lifetime Access  
Trust Strategy Works

1.    Grantor creates the Partner’s Lifetime Access Trust and makes annual gifts to the trust;  
the grantor’s partner is one of the trust’s beneficiaries.

2.    Trustee uses the annual gifts to purchase a cash value life insurance policy on the grantor  
and pay the policy premiums; death benefits are paid to the trust when the grantor dies.

3.    Each year the trust allows the partner to elect to receive all trust income and/or to demand  
a distribution of the greater of $5,000 or 5% of the trust’s assets.

4.    Each year the trustee has the discretion to distribute additional assets to the partner for health,  
education, maintenance and support.

5.    Partner may elect to gift or share any distributions from the trust with the grantor.

6.    After the partner’s death, the trustee may make distributions to the other beneficiaries according  
to  the trust’s directions.
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PLATs have a number of advantages. Some of them include:

 Ā Potential for Recovery of Gifts—Through your partner, the trust creates an opportunity to recover gifts 
previously made to an irrevocable trust.

 Ā   Peace of Mind for You—Knowing that gifts to the trust could possibly be recovered if circumstances 
change can increase your comfort level with the gift.

 Ā   Increased Financial Security for Your Partner—The fact that the partner’s distribution rights last for life 
means potential access to trust’s assets continues after your death.

 Ā   Peace of Mind for Your Partner—Your partner may have a greater comfort level with wealth transfers  
when he/she has access to the gifts and can undo them if there is a need to do so.

PLATs also have a number of possible disadvantages. Some of them include:

 Ā   Failure to Share Distributed Assets—Your partner may decide not to gift or share distributed trust assets 
with you.

 Ā   Uncooperative Trustee—The trustee may decide not to make discretionary distributions to your partner 
and can’t be forced to do so.

 Ā   Your Partner May Die First—Your partner’s death ends his/her distribution rights as well as the potential  
for you as the grantor to recover your gifts to the trust.

 Ā   Termination of the Relationship may end your ability to recover gifts to the trust. 

 Ā   Federal Estate Taxes on Distributed Funds—Funds distributed from the trust could be included in your 
taxable estate or your partner’s.

Some Possible Advantages

Some Possible Disadvantages
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Example
Chris Williams has been financially successful and wants to pass on some wealth now by making 
a significant gift to nieces and nephews. Pat is Chris’ long-time partner and Chris wants to 
include Pat in this gift. After considering several different assets, Chris has decided to use life 
insurance because of its overall potential for transferring wealth. The gift will be made through a 
trust using a $5,000,000 life insurance policy insuring Chris’ life. Chris will create an irrevocable 
life insurance trust (ILIT) to purchase and own the policy. While Chris is quite comfortable with 
this strategy today, there are several concerns:

 Ā   The ILIT is irrevocable and can’t be changed once it is signed. Will it be flexible  
enough to meet Chris’ objectives over time? 

 Ā   It’s possible something could happen in the future which will make it impossible  
for the trust to accomplish what Chris wants. If something unexpected happens,  
is there a way to change the strategy or get some or all of the money back? 

 Ā   Chris expects to die first. Is there a way for Pat to have access to the policy’s cash  
values and death benefits if Chris dies first? 

 Ā   Can the trust be this flexible without having the policy death benefits taxed in  
either Chris’ or Pat’s estates?

Chris’ attorney suggests including PLAT provisions in the ILIT. Pat would be a beneficiary of 
the trust with the ability to receive the trust’s income and to request an annual distribution of 
the greater of $5,000 or 5% of the trust’s assets. Pat could receive additional amounts if the 
trustee decides to make discretionary distributions. No other beneficiaries will be able to receive 
distributions until Pat’s death. The PLAT provisions in the ILIT should provide the flexibility 
needed to respond to changes in Chris’ circumstances or objectives. Pat’s ability to have indirect 
access to policy cash values and death benefits will provide increased financial security and 
greater peace of mind.

Conclusion 
One of the possible disadvantages of making lifetime gifts is that once you make a gift, you can’t 
undo it. However, if you have a loving, cooperative partner and make your gifts through a well-
drafted Partner’s Lifetime Access Trust (PLAT), your gifts may be structured so your partner may 
be able to recover them and share them with you. By having your partner as your PLAT’s first 
beneficiary, you may accomplish three important objectives: pass on assets to younger family 
members, increase your partner’s financial security, and retain some ability to recover those assets 
if a need to do so arises in the future. A PLAT may help you add an important element of flexibility to 
your wealth transfer plan.
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