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DYNASTY 
TRUSTS

Estate planning trusts using life insurance.
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What is a dynasty trust?
A dynasty trust usually refers to a form of irrevocable life insurance trust (ILIT) used to provide an ongoing legacy for future 
generations, while reducing taxes on wealth passed on to those generations by effective handling of the generation-skipping 
transfer tax (GSTT). Dynasty trusts are designed to alleviate estate taxes or GSTTs when trust assets are passed on to subsequent 
generations. In some states the trust may continue indefinitely, while in others, the term of the trust must be limited by state 
statutes (some follow “rules against perpetuities,” others have a statutory period, like 99 years). A licensed estate planning 
attorney can help you establish a dynasty trust that complies with your state’s requirements.

Incentive provisions may be included in the dynasty trust to help influence behavior by rewarding positive contributions and 
guard against negative lifestyle choices of beneficiaries. Grantors may choose to make payment conditional upon gainful 
employment, educational attainment, or other desirable behavior, or may require termination of payments to beneficiaries who 
engage in behaviors of which the grantor disapproves .

Who is a dynasty trust candidate?

• Anyone — not just the “ultra-wealthy” — who would like to create a family legacy to benefit successive generations.

• People who plan to leave substantial assets to grandchildren and want to utilize GSTT annual exclusions and lifetime 
exemptions as effectively as possible.

• Those who would like to provide incentives to influence their descendants’ behavior in a positive manner.

Why might you consider a dynasty trust?

• To pass on life insurance proceeds or other assets to multiple generations, outside of the grantor’s taxable estate.

• To create a lasting legacy for future generations.

• To protect trust assets from creditors and from the potential financial inexperience of beneficiaries, thus helping to ensure 
ongoing income for future generations.

• To promote personal values and ideals long after an individual has passed on, by inclusion of incentive provisions in the 
dynasty trust’s document.

• To protect trust assets from transfer taxes by effective use of the GSTT exclusions and exemption, thereby potentially 
increasing the wealth passed on to future generations.

Farmers® companies, employees, agents, and representatives do not provide legal or tax advice. In general, partial or full surrenders from a permanent life insurance policy in 
excess of the policy’s basis are taxable. Limited circumstances exist where death proceeds will be taxable. This material has been prepared for general informational purposes only, 
and is not intended to provide and should not be relied on for tax, legal or financial advice. Because each individual’s situation is different, specific advice should be tailored to your 
particular circumstances; you should always consult your own tax, legal and other advisors before engaging in any transaction. This material reflects our general understanding 
of current law as of the date hereof, but tax laws and IRS administrative positions may change. This material is not intended to and cannot be used to avoid any Internal Revenue 
Service penalties. We specifically disclaim any liability resulting from the use or application of information contained in this publication.

Life insurance issued by Farmers New World Life Insurance Company, 3120 139th Ave SE Ste 300, Bellevue WA 98005. Products and features may not be available in all states and 
may vary by state. Restrictions, exclusions, limits, and conditions apply.

Any product guarantees are subject to the financial strength and claims-paying ability of Farmers New World Life Insurance Company, which is solely responsible for the obligations 
under its own policies.


