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A combination of favorable tax laws, privacy provisions, and the potential 
for the trust to last indefinitely are among the factors contributing to the 
popularity of South Dakota trusts. 

Why do so many of the Forbes 400 and other wealthy families choose to base their trusts in South Dakota? A combination of 

favorable tax laws, privacy provisions and the potential for the trust to last indefinitely are among the factors contributing to the rise 

in trusts domiciled in the Mount Rushmore State. In fact, assets in South Dakota trusts tripled in the past four years and now stand at 

more than $120 billion.
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A South Dakota trust is a dynasty trust with a twist. Dynasty trusts, or generation-skipping trusts, allow for the transfer of assets 

from generation to successive generations, while reducing gift and estate taxes, for as long as state laws permit.  

South Dakota is one of just 10 states that do not set a limit on the number of years the trust may be in existence. (The others are 

Idaho, Wisconsin and more recently Delaware, Missouri, New Hampshire, New Jersey, Pennsylvania, Rhode Island, North 

Carolina, and Alaska.) 
2
 A family trust chartered in South Dakota has the potential to last through the lifetimes of generations not 

yet born. 

A dynasty trust is typically established by combining a trust with a limited liability company or a family limited partnership. The 

trust agreement allows you to designate the amount, timing, and other circumstances under which heirs will receive income, 

principal, or both. Heirs pay income taxes on the amount they withdraw. That South Dakota does not have a state income tax is one 

of the reasons why South Dakota trusts have become so popular. 

South Dakota offers several advantages compared to the nine other states that allow dynasty trusts with unlimited duration.  

 No state income tax on non-residents: South Dakota (along with Alaska) assesses no income taxes on residents and non-

residents. Additionally, South Dakota is one of five states that do not tax non-resident grantors and beneficiaries on trust 

income.
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 Low capital requirements: The assets required to set up the trust are relatively low at $200,000. This compares to $500,000 in 

New Hampshire. 
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 Lowest state premium taxes: Life insurance is among the assets that may fund the trust. State premium tax on life insurance in 

South Dakota is 0.80%; the remainder range from 0.10% to more than 4.00%.
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 Strict privacy laws: Of the 10 states with unlimited-duration dynasty trusts, South Dakota is the only one in which court records 

pertaining to the trusts are not available to the public.
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Keep in mind, however, that the company setting up the trust must have a physical address in South Dakota along with a staffed 

office. Out-of-state grantors and beneficiaries must also pay income taxes in their home states. 

A South Dakota trust can be a powerful estate planning and wealth preservation strategy for transferring assets to future generations. 

But the complexity of South Dakota trusts require qualified tax, legal, and financial expertise to plan and implement, so make sure 

to work with a trusted professional.  

Please contact me for additional information about Morgan Stanley trustee services using South Dakota partners, and to see if a 

South Dakota trust makes sense for your situation.  
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