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Thursday, September 3, 2020 WRM#20-17 

Topic: Case Study: The Reciprocal Trust Doctrine -A Trap for the Unwary 

MARKET TREND: The reciprocal trust doctrine can unwind legacy planning that involves 

mutually beneficial trusts; however, a careful and deliberate approach can shield transfers 

against application of the doctrine. 

SYNOPSIS: In 2020, legacy planning for spouses and other related parties has focused largely on 

full use of their gift and estate tax exemptions due to the risk of prospective changes in the 

amounts of such exemptions. This type of planning often involves implementing mutually 

beneficial irrevocable trusts so that each party continues to have access to resources after the 

party gives assets away (e.g., spouses who each establish a spousal lifetime access trust 

("SLAT") for the benefit of the other spouse). However, such trusts can sometimes contravene 

the reciprocal trust doctrine, which applies to interrelated trusts that have substantially 

identical terms and are part of the same transaction or plan. The doctrine treats each party who 

creates a trust in such a transaction (a "granter") as having settled that trust for his or her own 

benefit, resulting in potential inclusion of the trust's assets in a grantor's estate at passing. 

Thus, a careful and deliberate approach is required to ensure the trusts' terms differ to the 

degree required to avoid application of the doctrine. 
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