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Greetings. This is the second Chile Resilient Community Update, and 
given how many questions we received after the first update, I decided 
to dedicate this edition to answering as many as possible.

If you’re new to this, I suggest checking out the first update which 
explains everything about the community and current status.

“Simon, you said that there are 48 lots available; how many of them have been sold? Is it possible 
that more will be added in the future?”

Zero. I have not taken anyone’s money yet, nor signed a contract with anyone. This is intentional, I really want to 
make sure there’s time to answer questions and explain the details. I don’t want people rushing into something 
that they don’t fully understand, and I have no problem slowing down a bit to facilitate this goal.

Also, my designers have added two lots, so we have a total of 50. But while we do have 1000+ acres 
available, I don’t believe it makes sense to pave the valley in order to make room for more lots… so 
this is really the maximum number on this particular property. I am planning a larger scale version of 
the project on a separate piece of land (keep reading) that will have hundreds, potentially thousands of 
homes. But this first property will remain quite small and exclusive.

“Can you please explain the structure for how one owns a lot and share of the farm?”

The way I’m structuring this is that free and clear title to each of the lots is passed to individual 
companies. In other words, 50 lots means 50 companies. Lot 1 is owned by “Lot 1, Inc.”. Lot 2 is 
owned by “Lot 2, Inc.” Etc.

In addition, each of the 50 companies owns a piece of another company we’ll call “Farm, Inc.” Farm, 
Inc. owns the rest of the property—the fields, the equipment, the livestock, the employee contracts, 
the vendor and distributor relationships, the water rights, the common buildings, etc.

Sovereign Man’s parent company will retain a minimal ownership stake (roughly 15%) of Farm, Inc. The 
remainder of the shares will be split equally among the 50 companies, so ultimately, residents will have 
control over the Farm.

In this way, each of the 50 companies owns a percentage of Farm, Inc. and freehold title to one of the 
lots. All of this will be set up prior to closing. 

We’ve set it up this way to make it very convenient for people to close. This way, you won’t need to 
come to Chile, and title can transfer instantly.  It’s merely a less cumbersome way of acquiring the 
property and associated farm rights.



3

“What is the process to actually purchase (close) on a lot?”

When it comes time to close, residents will purchase one of the 50 companies described above. Similar to 
purchasing any piece of property, buyers will have adequate time to conduct their own due diligence. 

My legal team will provide all relevant documentation to evidence, for example, that each of the 50 
companies owns free and clear title to one lot, that the shares of the 50 companies are unencumbered, 
etc. Buyers will be able to verify this information independently. 

In advance of closing, certain documentation will be prepared including (1) a share purchase agreement, and 
(2) company shareholder agreement. Funds will be wired to an escrow agent, and once all documentation and 
funding is executed, the buyer will receive 100% of the shares of one of the 50 companies. 

“How will the Farm company operate?”

Farm, Inc.’s management, executing the strategy laid out by the Board of Directors, will conduct day-
to-day operations. The Board will meet periodically to discuss strategy and report to shareholders on 
a quarterly basis. Shareholders will elect members of the Board and hold an annual meeting to discuss 
company business. This is a similar structure to a Home Owner’s Association—board meetings, resident 
meetings, etc. The key difference is that there are no dues.

Further, ownership of Farm, Inc. will include a shareholder agreement which outlines a shareholder’s rights 
and privileges (recreational use of the land, picking and receiving food from the gardens, modifying the 
shareholder agreement, etc.)

“Will a purchase of one of the lots include a profit sharing arrangement in addition to a share of the 
produce/water/livestock, etc?”

Short-term, I think it’s best to plow all profits back into the company to expand operations and save for a 
rainy day. Long-term, this is going to be up to the Board of Directors… which means it’s going to be up to 
the shareholders.
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Candidly, I would caution against considering potential profits when determining whether or not this 
community is right for you. If you want to invest in agriculture, there are more direct (and easier) ways 
to do so. This is not intended primarily as a financial investment. It is not designed to be a cash cow. 
Rather, it is designed to meet the current and projected needs of residents without having to charge an 
association fee. 

“Do residents get food for themselves and families for nothing, cost, or discount?”

Residents will receive food at no cost. They are, after all, owners of the farm. 

“Can I work within the farm operations?”

Sure! I’ve been out there myself during harvest season picking blueberries. Just understand that this is 
entirely at your discretion. If you enjoy being outside and working, have at it. 

If you have higher-level expertise in organic cultivation, bio-fuel production, etc. then there may be even 
greater ways for you to participate.

Just to be clear, participation is entirely optional. No one is required to work on the farm. I can’t highlight 
this point more. The farm has a full time staff that handles everything. Residents get to enjoy the fruits of 
farm ownership without any of the hassles.

“What kind of wine grapes does the farm produce?”

Carmenere (red). Chile is the only place in the world where this is grown. It’s delicious.  We harvested 
150,000+ kilograms of wine grapes this past season and sold them to Concha y Toro, Chile’s largest wine 
producer. 

“What kind of financing is available?”

If you become a Chilean resident, you may be able to secure a loan from a bank provided that you can 
demonstrate sufficient Chilean-sourced income.

To be clear, becoming a Chilean resident is a pretty straightforward process with an extremely low hurdle. 
Demonstrating Chilean-sourced income is also feasible; you could, for instance, create a Chilean company, 
hire yourself, and bring in a few thousand dollars a month overseas as your ‘salary’. This would satisfy 
most banks.

Depending on your income, you can apply for a mortgage at a bank; rates range from 5% to 7.5%. 

“Can you describe what common areas will be available?”

Again, this will ultimately be up to residents, and I’m happy to take suggestions. Initially I’m pretty firm on 
having (1) secure storage; (2) a really great workout facility (with pool); (3) a clubhouse for residents to gather 
and enjoy the great views and friendships; (4) a business and incubation center;  (5) a common kitchen area
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Then there are other things like hiking trails, a reservoir to walk and gather around, riding trails, 
recreational areas, and scenic outlooks. We also have plenty of horse pasture; we have never needed 
stables, but this is something that we could build if necessary.

Other things like a tennis court, helipad, etc. are all options subject to what residents want. I don’t want 
to dictate or centrally plan recreational options and common space. 

“What energy options are available for the individual homes?”

First off, my development team is running out grid electrical power to each of the lots, so every home will 
at least have the option of being plugged in to the grid. Further, each home will have plenty of options 
for alternative energy, and Chile is an advanced country in this field. My own home design incorporates 
solar, wind, and geothermal heat exchange.
 

To be clear, there will be no community power plant. This is a bit too much central planning for my taste, 
and it’s not particularly resilient. If the community power plant goes down, everyone is without power. 

With individual power, you can customize to your own needs. A family with several children living at the 
community year-round, for example, would have completely different requirements than a single person 
who only spends the summer months there. 

“In purchasing a lot, how will it be delivered to buyers?”

Great question. As I mentioned above, each lot will have electrical grid power plus water hookups on site 
distributed from a community-wide system. Septic will be handled by each owner as we will not have a 
central septic system. The lots will also be staked and marked so that you know where the boundaries are. 

The natural terrain of the lots vary – some have several tall pine trees while others have small native 
vegetation. Some have slopes while others are relatively flat. The lots will be delivered to buyers in their 
natural state allowing the residents flexibility in determining how they would like to develop their lots. 
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“Does each lot come with its own water rights?”

Water rights are conveyed to residents through their ownership in Farm, Inc. Specifically, Farm, Inc. owns 
all the water rights to the farm, and residents own Farm, Inc. Residential use of water rights is outlined in 
the Shareholder Agreement. 

Of course, a resident may choose to drill his/her own well on his/her own lot and petition for water rights, 
in which case those rights would be exclusive to the resident.

“One of the things that attracts me to this community is the steady supply of organic food; can you 
explain how this will be distributed?”

Here’s the best way I can explain it-- when I show up to the farm right now, I stroll through the orchard 
and the gardens picking whatever I want, eating whatever I want. Eggs. Nuts. Vegetables. Fruits. Etc. 
There’s so much food, it’s absurd. I’d never be able to eat even a small fraction of it. 

The idea is that all residents would have the same status, and this will be stipulated in the Shareholder 
Agreement. I’m not setting legal limitations or rations to say “each resident will be apportioned X 
tomatoes, Y eggs, and Z carrots.” This seems crazy to me. The name of the game is abundance… to 
cultivate so much food that we’d never be able to eat it all. That’s why we’re heavily expanding the 
organic gardens, orchards, livestock fields, and aquaponics. 

I’d much rather overproduce, and then trust people to act responsibly rather than over-legalize community 
rules.  If it ever becomes a problem, the shareholders can vote to change the Shareholder Agreement.

Additionally, many of the residents may choose to plant their own gardens and produce their own food. 
The average size lot is about 2-acres (some are much bigger and some are slightly smaller) providing 
plenty of space for planting your own garden or orchard. 
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“Please discuss the farm’s Reserve Fund that you have planned. Is this something that residents get 
a share of?”

Remember that the farm is primarily intended to support the needs of the residents—food, water, 
security, etc. This requires cashflow. Most communities generate cashflow by charging heavy HOA dues. 
We don’t have to charge HOA fees because the farm’s profits are expected to provide more than enough 
cashflow to support the residents.

That being said, there will be bad years. We cannot make plans based on the assumption that the farm 
will be profitable every single year. With that in mind, we are going to capitalize a reserve fund for the 
farm in order to smooth out any potential bad years. The reserve fund should have enough cash to 
continue financing the farm operations even if the farm has sub-par results for several years in a row.

A portion of the capital that is generated from the sale of the lots will go to capitalize this reserve fund. 
Plus, over the next several years, I believe that the farm’s profits should be allocated towards the reserve 
fund. This will ultimately be decided by the Board, but nothing beats saving for a rainy day. 

I think the reserve fund can also be used to finance further development of the farm’s operations; this 
includes things like purchasing additional water rights, buying new equipment, acquiring adjoining land, 
expanding cultivation, producing more biodiesel, etc.

The fund will be an asset of the company and controlled by the Board of Directors. Ultimately it belongs 
to the Shareholders, though again, the prospect of receiving a distribution from the Reserve Fund should 
not have an impact on your decision. I suspect that residents will have a similar long-term view and agree 
that growing the reserve fund over time is a prudent course of action.

“Are residents liable for the farm’s finances?”

This goes back to the previous question about the Reserve Fund. Let’s say at some point down the road, 
residents want to empty the Reserve Fund. Then the next year there’s some freakish weather and the farm 
loses $100,000. It is reasonable to assume that the Farm Co will look to the shareholders  to cover the 
shortfall through additional capital contributions.  

That’s why the Reserve Fund is so important. Certainly there are no guarantees in life, but the Reserve 
Fund is intended to ensure that this will not happen… not just this year and next, but for generations. 
Your grandkids should inherit this property with a strong reserve in tact. This is true resilience. 

“Can you tell us more about the area—Talca?”

Talca is a great location that ticks all the boxes. The city itself has about 200,000 residents, and the 
economy is very agrarian. That suits me just fine. For years it’s been somewhat poorer than most of 
the country … a bit like the Alabama of Chile. Life is slower, easier, cheaper in Talca… and the area’s 
population have a reputation for being very friendly people.

The city was hit pretty hard by the earthquake from a few years ago. Again, it was a pretty poor place, so 
many of the buildings were too old to be built to earthquake spec. The damage caused to the city has 
created a bit of an economic renaissance in Talca. Between reconstruction and the agricultural boom, 
Talca is now abuzz with activity. Money is flowing into the region. For the first time ever, Talquitos have 
disposable income, and they’re spending it.

Weekends at the casino are alive with locals trying their luck. The nightlife is surprisingly chic, and there 
are a number of nice restaurants, bars, clubs, etc. Talca has everything you would expect of a city its 
size—shopping, big modern malls, grocery superstores, country club, hospitals, universities, etc. This is a 
real town with real amenities for real families.
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Plus, within an hour or two at most, you’re surfing at the beach, skiing down the mountain, hanging out 
at thermal hot springs, galloping on a polo pony, sampling vintages on a wine route, hiking across the 
Andes, or just about anything else you can imagine.

Oh, and the weather is great. The Pencahue Valley (where the property is located) never really gets too 
hot, and it never really gets too cold… and we get about 300 days of sunshine each year.

“You wrote that the property is 2 ! hours south of Santiago… but it seems to be more like 5 hours. 
Am I missing something?”

If you punch the location into Google Maps, it will say 4 or 5 hours. Google Maps is wrong. (Shocking, 
I know). The discrepancy is that the Google Maps data is several years old. There’s a modern, fully 
privatized toll road from Santiago to Talca (it spans most of the country), and I think Google Maps is 
calculating the route as if it’s some little dirt road where you can only go 20 mph.

 
Anyhow, rest assured, it’s 2 ! hours by car. There is also a train from Santiago’s Estacion Central that goes 
to Talca; it takes about 3 hours.

“Do you need to have a car to get to the property?”

No. You can take the train all the way to Talca, and then take a short taxi ride to the property. There are 
also plenty of really nice buses to take you anywhere you want to go—to the mountains, to the beach, 
to the airport. These things are equipped with ridiculously comfortable lie-flat seat as if you’re flying in 
business class. They’re super cheap too, $5 to $10 in most cases.
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“Any idea if the farm has any deposits of precious metals?”

There is gold in the Pencahue Valley (the region where our farm is located). What little mining activity 
exists in the region tends to be further west of our property, but yes, it’s possible that there’s gold under 
our farm. I haven’t conducted any drill tests because I don’t view this as being the best and highest use of 
the land… but it’s nice to know that it’s a possibility. 

Again, the prospect of striking it rich from gold mining should have no bearing on your purchase decision. 

“What is the potential for health insurance in this area of Chile? Are good doctors, dentist , 
hospitals, etc. available in Talca?”

You can obtain health insurance in Chile, and it’s good across the country. It’s absurdly cheap and very 
comprehensive. Talca does have plenty of medical facilities with good care. Certainly the best care in the 
country is in Santiago, but what you get in Talca is more than adequate. 

“Is Chile still growth-oriented, or is it tilting toward the socialist/income redistribution mode of 
Europe & USA? Are you concerned about the recent student protests?”

I’m watching the student protests pretty carefully, but I’m not terribly concerned. Every 20-year old kid 
wants something for nothing, whether in Hong Kong, the United States, Norway, etc. The fact that there 
are a bunch of 20-year old kids in Chile who want something for nothing is no surprise. 

Most young people in Chile don’t care deeply about the movement. Like most young people, they want 
to party with their friends, have a good time, and occasionally raise hell. Standing around in a protest is 
interesting for a few hours, but after that they’re ready to hit the bars.

The truth is that Chile’s economy has been strong for years, and the Chilean standard of living is the 
highest it’s ever been. This is not some phony paper-induced boom, but rather a long-term strengthening 
of an economy built on fiscal prudence and economic freedom. 

As a result, Chile has the most advanced middle class in Latin America. Deep down Chileans understand 
this. People always find something to complain about. They always want more. But nobody wants to rock 
the boat too much.

No place is perfect, and Chile definitely has its issues like anywhere else. But it’s a testament to the 
country that the biggest problem they can come up with is some kids who want free education.

“If we buy a property in the resilient community, we would expect to have income from outside 
Chile and perhaps within Chile as well. At what point would we be considered ‘resident’ for tax 
purposes?”

If you declare residency in Chile, you’re a resident for tax purposes. If you spend over 183-days each year, 
you are a resident for tax purposes.

Like most countries, Chile taxes residents on their worldwide income. In practice, this is limited to funds 
remitted to Chile. Moreover, new residents have a three-year tax holiday to bring in as much foreign 
income as they want into Chile without paying tax. There is also a double tax treaty (in force) with 
Canada, and a double tax treaty (to be ratified) with the United States.

This can be the subject of an entirely different Q&A altogether, but bottom line, Chile can actually be a 
very tax efficient place to be. 
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“If we are able to purchase a lot, what kind of timeframe would the Home Owner’s Association give 
us to start / complete construction? Do we need to break ground immediately?” 

There is no Home Owner’s Association. The point of this community is to be free… and having an HOA 
full of hundreds of pages of covenants and restrictions is counterproductive to this objective. 

That being said, it certainly makes sense that a prospective resident would be interested in building 
sooner rather than later.

“You’ve mentioned quite a bit that there will be a second phase of the project. What can you tell us 
about that?”

At just 50 lots, the first property is clearly too limited, and I’ve been actively reviewing candidate 
properties for a larger version of the project that can accommodate more residents. 

The chief principle driving the potential acquisition and development of a second property is that it would 
be a larger and higher density self-contained resilient community. The first property has spacious 2+ acre 
lots; the second will likely consist of smaller patio homes, town homes, and condominiums. This will keep 
the price down; I’d like to be able to offer small efficiency units starting at $150,000 or less, although 
actual pricing obviously can’t be firmly set at this time.

“If a lot on the property winds up not being available to us, Talca still seems like a great place. 
Do you have any realtor contacts in the area that you could recommend who could help locate 
alternative properties in the area?”

Talca is a beautiful area for sure, but I would caution anyone against trying to find a farm online. The 
Internet is a reasonable tool to find a property in Santiago, but not for finding agricultural land in the 
country. Farm owners in Chile aren’t particularly Internet-savvy. 

Moreover, real estate agents tend to lack English proficiency, and there is no one yet in the area that I feel 
comfortable recommending. When the see gringos, they see dollar signs.  I have been offered a number 
of properties by real estate agents that are multiples more expensive market value. 
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That being said, we’ve developed strong relationships in the community over the past year+, and local 
farm owners have come to us directly to offer their land at fair market value. These farms were all too 
small to accommodate our needs for the resilient community, but they may be appropriate if you are an 
individual looking for your own small farm. 

Bear in mind that becoming a farmer is not for everyone; especially when you are trying to manage it 
from another country. When you own your own farm, you have to worry about every last detail, from the 
tractors to the suppliers to the buyers to the weather, etc. 

Within a few months, I expect to be able to offer a turnkey service for folks who may be interested 
in this option. We can leverage our local contacts to help find a farm, broker the deal, manage the 
property and farm, sell the produce, report audited financials, etc. More to follow on that.

“May we come to look at the property as soon as possible? Or do we have to wait until the 
formal tours are set up?”

I was originally planning to conduct a tour in late October. A few things are happening now that 
will preclude this from happening. First, I am likely going to be out of the country for a necessary 
business trip to Asia. More importantly, though, it’s possible I may be closing on another property at 
that time which could be the future home for the second phase of the project that I explained above. 

As such, it makes a lot more sense to wait on having a formal tour until later in the year. 
Unfortunately, I recognize that many folks have intense family commitments in November and 
December, so that would push any potential tour until mid-January at the earliest. 

This is simply too far away… especially given that I’d like to begin closing sales in early January 2013 
(this makes the most sense for tax purposes).

So here’s the solution: if you’re interested in purchasing a lot and becoming a resident in the first 
property, feel free to plan your own trip to Chile to individually visit the farm. 

It’s important to understand that this is not a conventional real estate development. There’s no 
fancy sales office or glossy marketing material… nor will there be. My people on the ground are not 
salesmen. They’re architects, engineers, agricultural specialists, and professional managers. They’re 
happy to show prospective residents around the property, but we need to coordinate this in advance. 
Besides, this is still private property… and a working farm… so dropping in unexpectedly would be 
very disruptive. 

As such, if you’re interested in visiting the farm, please send proposed dates for your trip to 
chile@sovereignman.com. My team will coordinate with our people on the ground in Chile and 
arrange a time for you to see the property… most likely together with a small group of visitors. 

Chile Resilient community      UPDATE 2 - August 2012

mailto:chile@sovereignman.com

