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Dynasty IRA
Using Life Insurance

Using Required Minimum IRA Distributions  
to Increase Wealth to Heirs



your Ira as a wealth transFer tool
You have an individual retirement account (IRA) and do not plan on using the IRA distributions 
for retirement planning. You wish to delay income taxes for as long as possible and take advantage 
of the tax-deferred growth that the IRA provides. Beginning at age 70½, however, the Internal 
Revenue Code1 requires you to take minimum distributions every year. Additionally, the remaining 
IRA account balance is includable in your estate and subject to estate taxes.2 Your heirs may be 
forced to take an income-taxable distribution from the IRA in order to pay the estate taxes.

The Dynasty IRA is a multi-generational strategy that is designed to provide maximum income tax 
deferral of your IRA while using life insurance to enhance your required minimum distributions. 
This strategy should be discussed with your legal and tax advisors to determine if it is appropriate 
given your overall financial and estate planning goals.

stretchIng the Ira to beneFIt multIple generatIons
The Dynasty IRA is a simple yet powerful strategy for maximizing income tax deferral of your 
IRA. It involves stretching required minimum distributions over your life expectancy, your 
spouse’s life expectancy, and ultimately, the life expectancy of your heirs.

During your lifetime, you delay any withdrawals from your IRA until the age of 70½, when you are 
required to take minimum distributions (which are based on the uniform lifetime table).1 With the 
assistance of an attorney, you establish an irrevocable life insurance trust (ILIT) and transfer these 
taxable distributions to the ILIT. An ILIT is a trust that, if properly established and administered, 
should not be includible in your estate. Whether or not these transfers to the ILIT are subject to gift 
tax will depend on the availability of your annual exclusion gifts and/or lifetime gift tax exemption.3 
The ILIT trustee4 will pay the premiums on a life insurance policy insuring you and/or your spouse. 

At your death, your spouse will complete a rollover of your IRA to his or her own IRA. The 
combination of the IRA rollover and the unlimited marital deduction eliminates the estate tax of 
the IRA at your death. If you are not married, you can pass the IRA to someone other than your 
spouse, such as your children or grandchildren. You may, however, incur estate tax and possibly 
generation-skipping transfer (GST) tax.2 If a single life policy was purchased, the life insurance 
death benefit proceeds would be paid to the ILIT upon your death. 

During your spouse’s life, he or she will take taxable distributions from the IRA over his or her 
lifetime using the uniform lifetime table. If a survivorship policy was purchased, your spouse will 
continue to fund the ILIT using the IRA distributions and the ILIT will continue to pay premiums  
on the life insurance policy. During your spouse’s life or shortly after death, multiple IRAs may be  
established if you have more than one child, naming each of your children as beneficiary of each IRA. 

Upon the death of your spouse, any remaining IRA assets will be included in the estate of your 
spouse and may be subject to estate taxes. The life insurance policy in the ILIT may provide the 
liquidity that may be needed for estate tax (and possibly GST tax). 

If your children are named as beneficiaries of separate IRAs, they may elect to take minimum distri-
butions over their remaining lifetime expectancies. This will allow each child to receive distributions 
based upon their own life expectancy. If all the children remain as beneficiaries of one IRA, only the 
life expectancy of the oldest child will be used for determining minimum distributions. 

Your children also have the flexibility to take more than the minimum distribution if needed or to 
take a lump sum at any time. If, however, the children do not immediately need more income than 
the minimum distributions, the Dynasty IRA strategy may allow the IRA to continue to grow on a  
tax-deferred basis. 

Dynasty IRA 
Using Life Insurance

Insurance products are issued by Pacific Life Insurance Company in all states except New York, 
and in New York by Pacific Life & Annuity Company. Product availability and features may vary by state.

Investment and Insurance Products: Not a Deposit — Not FDIC Insured  
— Not Insured by any Federal Government Agency — No Bank Guarantee — May Lose Value



1 IRC Sec. 401(a)(9); Treas. Reg. Sec. 1.409(a)(9)-1, A-3(a).
2 According to the American Taxpayer Relief Act of 2012, the federal estate, gift and generation skipping transfer (GST) tax exemption amounts are all $5,000,000 

(indexed for inflation effective for tax years after 2011); the maximum estate, gift and GST tax rates are 40%.
3 As of January 1, 2013, the annual gift tax exclusion is $14,000 per donee (indexed for inflation).  
4 The trustee appointed should not be the insured or the insured’s life insurance producer. A life insurance producer who is paid a commission on the sale of a life insurance policy 

represents both his or her personal interest and the interests of the trust, creating a conflict of interest.

1  When IRA Owner turns 70½, he or she takes the required minimum distributions from his or 
her IRA.

2  The IRA Owner uses these taxable distributions to fund the ILIT, which he or she establishes 
with the assistance of an attorney, to pay premiums on a life insurance policy. Whether or  
not these transfers are subject to gift tax depends on the IRA Owner’s ability to use annual  
exclusion gifts and/or lifetime gift tax exemption.

3 The trustee4 of the ILIT will purchase a life insurance policy on the IRA Owner and/or his  
or her spouse. The ILIT will be the owner and beneficiary of the life insurance policy. 
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This material is not intended to be used, nor can it be used by any taxpayer, for the purpose of avoiding U.S. federal,  
state or local tax penalties. This material is written to support the promotion or marketing of the transaction(s) or matter(s) 
addressed by this material. Pacific Life, its distributors and their respective representatives do not provide tax, accounting  
or legal advice. Any taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.



1  Upon IRA Owner’s death, the surviving spouse as IRA beneficiary, rolls the IRA over to his or
 her own IRA. The combination of the rollover and the unlimited marital deduction eliminates
 the estate tax2 of the IRA at the IRA Owner’s death. The spouse will receive distributions based
 on the uniform lifetime table. During the life of the surviving spouse or shortly after death,
 several IRAs may be established, if there is more than one child, naming each child as the
 beneficiary of each IRA.
2  If a survivorship life insurance policy was purchased, the surviving spouse continues to fund
 the ILIT using IRA distributions in order to pay the premiums on the life insurance policy.
 Whether or not these gifts are taxable depends on his or her ability to use annual exclusion gifts
 and/or lifetime gift tax exemption.3 
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1  Upon the death of the surviving spouse, the IRA is included in the surviving spouse’s estate 
for estate tax purposes. The children may elect to take minimum distributions based upon each 
child’s life expectancy.

2  The life insurance death benefit proceeds will be paid to the ILIT.
3 The remaining IRA balance is transferred to the beneficiaries and may be subject to estate  

taxation. The beneficiaries pay income tax upon receipt of distributions from the IRA.
4 The life insurance death benefit may provide the estate with the necessary liquidity to assist in 

paying any potential estate tax. Any remaining amounts in the ILIT should be distributed,  
pursuant to the terms of the ILIT, to the beneficiaries of the ILIT free from estate tax.
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Features oF Dynasty Ira
 Continued income tax deferral of the IRA assets.
 Distributions from the IRA help the IRA Owner and his or her spouse to fund the ILIT 

to pay the premiums on the life insurance policy.
 Children are able to take distributions from the inherited IRA using their life expectancies.
 Life insurance death benefit proceeds may be used to help pay estate taxes at the  

second death.



Pacific Life refers to Pacific Life Insurance Company and its affiliates, including Pacific Life & Annuity Company. Insurance products are 
issued by Pacific Life Insurance Company in all states except New York and in New York by Pacific Life & Annuity Company. Product 

availability and features may vary by state. Each insurance company is solely responsible for the financial obligations accruing under the 
products it issues. Insurance products and their guarantees, including optional benefits and any fixed subaccount crediting rates, are 
backed by the financial strength and claims-paying ability of the issuing insurance company, but they do not protect the value of the 
variable investment options. Look to the strength of the life insurance company with regard to such guarantees as these guarantees 

are not backed by the broker-dealer, insurance agency or their affiliates from which products are purchased. Neither these entities nor 
their representatives make any representation or assurance regarding the claims-paying ability of the life insurance company. Variable 
insurance products are distributed by Pacific Select Distributors, Inc., (member FINRA & SIPC), a subsidiary of Pacific Life Insurance 

Company, and an affiliate of Pacific Life & Annuity Company, and are available through licensed third-party broker-dealers.

Please Note: This brochure is designed to provide introductory information in regard to the subject matter covered.  
Neither Pacific Life nor its representatives offer legal or tax advice. Consult your attorney or tax advisor for  

complete up-to-date information concerning federal and state tax laws in this area.
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