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Part One: How Taxes Can Push the Best and Brightest to the Brink

Every year in April, we receive dozens of inquiries complaints and laments from entrepreneurial 
readers… all essentially saying: US taxes punish us. 

And indeed, they do. The tax code in the United States is hopelessly outdated, a complete 
mismatch with the reality of how many of us make our money today.

I was a child the last time the government comprehensively updated the tax code for the 
“modern world”. 

The year was 1986. Ronald Reagan was president. Thirty-year-old Bill Gates had just become one 
of the richest people on the planet after he’d IPO’d Microsoft. That year, the biggest companies 
on the planet were GM, GE, IBM, DuPont, 3M, etc. In other words, industrial companies were 
running and dominating an industrial economy.

About This Free Preview...

This case study was published in May 2017. Since then a lot has happened-- Trump’s tax 
reform has taken place, Puerto Rico has surged in popularity and the incentives have 
changed a little.

Nonetheless, Puerto Rico is still a no-brainer opportunity. In fact, Simon Black has 
recently moved there to take advantage of these incentives himself.

And we wanted to provide you with this report to give you an impression of what it’s 
really like to divorce yourself from high taxes.

Members of our flagship investment service, Sovereign Man: Confidential, have access to 
many more in-depth reports on Puerto Rico and continuous coverage with the latest 
updates.

In fact, we are going to release the most comprehensive report on Puerto Rico we’ve 
ever written in just a few weeks.

Click here to become a member of Sovereign Man: Confidential for just $995

https://www.sovereignman.com/products/smc/passport/?utm_source=preview_alert_italy_passport&utm_medium=pdf&utm_campaign=standalone_previews&utm_content=pdf_preview_alert_italy_passport_footer
https://www.sovereignman.com/products/smc/?utm_medium=resource&utm_source=preview_alert_pr_case_study&utm_campaign=free_resources&utm_term=na&utm_content=cta_box
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Now Apple, Google, and Amazon dominate the market, and even GE is becoming more of a 
data and information company than an industrial one.

And yet… the tax code is still geared towards a 1980s mentality about technology. There’s 
nothing in it to support digital entrepreneurs and online businesses.

The problem doesn’t stop with the ossified nature of the tax code. The US government tends 
to punish any and all manner of entrepreneurs.

At the moment, the United States’ corporate tax rates remain at 38.9%… one of the 
highest rates in the world. And remember that in the US, corporate taxes are levied 
at the federal, state, and often local levels as well.

That can really add up.

Being strangled by taxes, especially when you are just starting out and don’t have a lot of extra 
cash flow to invest back into your business, squelches growth.

It often prevents entrepreneurs from expanding their product lines or market scope. 

It delays or thwarts the ability to hire other people… i.e. (are you listening, Bernie Sanders?) it 
hinders the ability to provide jobs to other taxpayers.

During the recent political debates in the US, in fact, an entrepreneur told Senator Sanders, 
the avowed Socialist, “You haven’t lived until you’ve put payroll on your credit card.”

(Sanders went on to berate the guy.)

Worst of all, watching all your money disappear, in one fell swoop, kills drive. It deadens 
motivation. 

Those in states such as New York and California probably feel this most keenly of all.

My friend Austin Butler certainly did.

Austin has been working night and day for years to grow his educational software company, 
Teaching.com, into the immense success it has become.

But Austin and his equally hardworking wife, Holly, were living in the Los Angeles area during 
most of the life of their business. 

Every year, they’d make progress. 

https://www.sovereignman.com/products/smc/passport/?utm_source=preview_alert_italy_passport&utm_medium=pdf&utm_campaign=standalone_previews&utm_content=pdf_preview_alert_italy_passport_footer
http://teaching.com
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And then every year, they’d get the bill: The federal government demanded more 
than a third of their hard-won success. The state government wanted an additional 9%, 
plus a franchise tax that increased according to gross income. Local taxes added up as well.

Austin and Holly were drowning in taxes.

Before we go into what they did next, let’s look at what they were dealing with:

California is one of the most punishing states in the country when it comes to taxes. The 
state is infected with parasitic idea that businesses owe the state a disproportionate 
amount for any success they experience.

In fact, an Op-Ed in the LA Times, published a week before Tax Day 2017, blazed the following 
headline across its pages:

Instead of taxes, make corporations give the government stock

MAKE corporations GIVE the government stock?

Another Op-Ed published in the same paper, three days before tax time, stated the following:

America is a country where someone like Trump can become a billionaire. We need to 

Fort in San Juan

https://www.sovereignman.com/products/smc/passport/?utm_source=preview_alert_italy_passport&utm_medium=pdf&utm_campaign=standalone_previews&utm_content=pdf_preview_alert_italy_passport_footer
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change that.

Whatever your feelings about the president, this is absurd.

The tenor of such pieces states a clear message: Success is quickly becoming anathema in the 
US. We need to make it harder to come by. And the government is “owed” more and more 
for it. Oh, and by the way, let’s fit the square peg of the digital era into the round hold of an 
industrial-era tax code.

In the words of Joel Salatin, “Folks, this ain’t normal.”

Austin and Holly finally had enough. 

Now, they live in Puerto Rico… and they pay 4% in taxes. Period.

And, yes, they finally feel free.

Part Two: Moving to San Juan, Puerto Rico and Paying 4% Tax

So, what’s it like living in San Juan? 

Overall, the couple says, it’s pretty darn good.

The worst parts for them are the cost of living (although it doesn’t have to be high, depending 
on where you live) and the pockets of crime outside of expat enclaves.

Overall, however, Austin and Holly say they are happier now, with a richer and more satisfying 
social life, than they ever were in Los Angeles.

Austin and Holly were familiar with Puerto Rico before they moved out there; in fact, they’d 
become engaged there six years ago. They liked PR, but they never expected to go back.

Then, a few years ago while being crushed by California, they heard about Puerto Rico’s 
tax incentives. Act 20, as it’s known, grants a 4% tax rate to businesses. Act 22 is tailored to 
investors and other individuals and allows for zero taxes on capital gains, dividends and interest 
earnings. (We go into detail about incentives here and here.)

In a nutshell, under Act 20, business owners who move to the island can slash taxes down to 4%.  

https://www.sovereignman.com/products/smc/passport/?utm_source=preview_alert_italy_passport&utm_medium=pdf&utm_campaign=standalone_previews&utm_content=pdf_preview_alert_italy_passport_footer
https://members.sovereignman.com/?resource=what-finally-convinced-me-that-puerto-rico-is-a-no-brainer-for-residency&utm_medium=resource&utm_source=preview_alert_pr_case_study&utm_campaign=free_resources&utm_term=na&utm_content=cta_box
https://members.sovereignman.com/?resource=proposed-changes-to-puerto-ricos-tax-incentive-laws&utm_medium=resource&utm_source=preview_alert_pr_case_study&utm_campaign=free_resources&utm_term=na&utm_content=cta_box
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That sounded really attractive, given their situation. Puerto Rico, however, was coming across 
as a war zone in the press, so they didn’t give moving there much more thought.

But then Austin and Holly, both of whom are Total Access members, saw a video from 
Sovereign Man’s 2013 Cancun event in which we talked about the incentives with experts.

They flew out to San Juan a week later.

Guess what? The media were wrong. Shocker.

Puerto Rico was far from a war zone. Yes, there were unsafe neighborhoods… but the same was 
true of, say, East L.A. You don’t go out after dark there, either.

Holly and Austin ran the numbers. Bingo.

It didn’t take long to come to a decision. The couple made one more trip back to find a place to 
live, and then, on December 30, 2015, they started their new life in San Juan.

Lifestyle in Puerto Rico

When we spoke to them in April via Skype, Austin and Holly looked relaxed and tan. Living 
right on the ocean amid year-round pleasant weather can have that effect.

Of course, neither one of them is just sitting around on the beach. Both are major doers who 
find work ennobling and enjoy putting their all into their projects. But both also commented 
on how fantastic their social lives are now, as opposed to how they were in Los Angeles.

For one thing, there’s a built-in shared ethos. The people who move to Puerto Rico for these 
incentives programs tend to be entrepreneurs with similar mindsets, drive, and penchants for 
accomplishing things.

As Austin put it, the networking is like nothing he ever saw in Los Angeles, where meeting 
fellow, open-minded entrepreneurs was a struggle. In Puerto Rico, such people are everywhere, 
at least in the expat neighborhoods where Act 20 and Act 22 people congregate. Thanks to that 
built-in network, Austin says, he’s been able to get involved in some incredible opportunities.

The neighborhood where Austin and Holly live, Condado, is highly walkable, which also helps 
with meeting people and instigating impromptu get-togethers. The school circuit is social, too: 
The couple have a young son, and they find hanging out with other families pleasant and easy.

For example, in California, Holly often struggled to make playdates for her son. She’d have to 

https://www.sovereignman.com/products/smc/passport/?utm_source=preview_alert_italy_passport&utm_medium=pdf&utm_campaign=standalone_previews&utm_content=pdf_preview_alert_italy_passport_footer
https://members.sovereignman.com/?resource=how-to-minimize-even-eliminate-taxes-with-two-unique-options-in-puerto-rico
https://members.sovereignman.com/?resource=how-to-minimize-even-eliminate-taxes-with-two-unique-options-in-puerto-rico
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plan them well in advance, often drive a long distance, and frequently found that people were 
quick to cancel.

Here, she says, “People just get together. You go to the playground on the beach. You run into 
each other on the way to dinner and make a plan. It’s easy.”

The social aspect has really helped them to adjust to their new life. That ease, along with the tax 
benefits and the weather, ranks among their favorite aspects of living in Puerto Rico.

Cost of living

Living in Puerto Rico can be as expensive or inexpensive as you want it to be.

One of my good friends, a famous investor, moved from a really pricey hedge fund enclave in the 
United States to a really pricey hedge fund enclave in Puerto Rico. Clearly, he is not slumming it.

But another friend, a young entrepreneur, lives out on the coast, far from the hullabaloo of San Juan. 
He doesn’t speak Spanish but hangs out with the locals and is paying a pittance for his lifestyle.

By the way, when I say “locals,” I’m not talking about people from a completely foreign culture. This 
is Puerto Rico. It’s basically the 51st state. Everybody speaks some degree of English. There’s IKEA 
and Amazon and Wal-Mart. There’s a strong American vibe mixed in with the rich Puerto Rican 
culture. So it’s more akin to living in South Florida than living in South America.

So, here’s the bottom line on cost of living: If you want to live a Tier 1 lifestyle in Puerto Rico, it ain’t 
cheap. If you want to live a Tier 2 lifestyle — maybe not buy the nicest penthouse in the nicest part of 
town but live in more of a suburban area — then it’s pretty affordable, an analogue, to, say, Tulsa. 

And again, Tier 2 in Puerto Rico isn’t like Tier 2 is in parts of South America. In some countries, 
Tier 2 means you live in the favela and you’re robbed daily. In Johannesburg, South Africa, you’d 
best be living in Sandton or Melrose Arch, because if you go down to Tier 2, you’re risking life 
and limb.

This is not the case in Puerto Rico.

The main drawback to Tier 2 there is that you’re not necessarily surrounded by other 
entrepreneurial expats. The networking part, which Austin really enjoys, might suffer a bit.

That’s the main reason Austin and Holly were drawn to Tier One - to a great part of San Juan 
where entrepreneurial expats tend to flock.

https://www.sovereignman.com/products/smc/passport/?utm_source=preview_alert_italy_passport&utm_medium=pdf&utm_campaign=standalone_previews&utm_content=pdf_preview_alert_italy_passport_footer
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They also wanted to translate a typical Southern California lifestyle to Puerto Rico. And 
although Puerto Rico’s version can be cheaper than California in some ways (see below), other 
elements can be just as, or even more, expensive.

“You have to have a reason to move here [to this part of San Juan],” says Austin. In other words, 
especially if you’re choosing a Tier 1 neighborhood and lifestyle, your tax burden needs to be 
high enough that moving someplace more expensive than back home still makes sense.

It won’t be just like home, of course. Holly says that groceries cost twice as much as they do in 
LA, for example, and that there’s very little in terms of organic produce.

Electricity costs are triple that of California. That’s saying something, considering that 
California generally levies the highest power bills in the US.

Automobiles are also very expensive, due to import taxes. (It doesn’t make sense, generally, to ship 
your own car there for the same reason.) Austin and Holly figured they paid 30% more for their car 
in PR than they would have back in the US. Gasoline prices are comparable to those in the US.

You might not need a car at all, though, depending on where you live and how often you leave. 
Austin says that when they first moved to Puerto Rico, there was no Uber. If you wanted to go 
to Costco, Best Buy, or Ikea — or even just travel around the island — a car was essential.

But now, Uber is “everywhere and cheap,” he says. A car is nearly redundant, especially in their 
neighborhood. Austin estimates he drives their car “maybe once a month” and is considering 
selling it.

Condado Beach

https://www.sovereignman.com/products/smc/passport/?utm_source=preview_alert_italy_passport&utm_medium=pdf&utm_campaign=standalone_previews&utm_content=pdf_preview_alert_italy_passport_footer
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Items such as electronics are also more expensive in Puerto Rico than in LA. And if you like 
Apple products, know you’ll have to bring those in, as they’re not available in PR, and Apple 
won’t ship them there.

Rents are also high, at least if you live in the Tier 1 neighborhoods outlined in the next section.

One thing that’s not as expensive is private schooling. We’ll go into that in the family section.

Additionally, medical costs tend to be lower than in the US. The couple pay $6,000 in 
insurance per year, which translates to $500 a month for three people. We know entrepreneurs 
back in the US who spend close to three times that much for the same coverage.

Seeing a doctor is also faster and more pleasant than in the US, the couple says. And the quality 
of medical care, at least for general health concerns, is excellent. More on that in the family 
section as well.

Where to Live in Puerto Rico

Holly’s background is real estate; she was a realtor in LA and knows how to assess a neighborhood.

Again, as far as San Juan goes, most expats tend to cluster together in a couple of enclaves.

Dorado

https://www.sovereignman.com/products/smc/passport/?utm_source=preview_alert_italy_passport&utm_medium=pdf&utm_campaign=standalone_previews&utm_content=pdf_preview_alert_italy_passport_footer
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One is Condado, a pricey neighborhood encompassing several blocks of a peninsula on the north 
side of San Juan. It’s similar to South Beach in Florida in its layout and vibe: On one side you have 
upscale shops and 4-and-5-star restaurants. On the other side are the beach and a number of parks. 
Nightlife abounds, and the area is highly walkable. Holly and Austin live there now.

The other area popular among especially wealthy expats is Dorado, a town about 15 miles west 
of San Juan on the northern coast. That’s the ritzy (as in Ritz Carlton complex) area where my 
friend and his hedge funds manager buddies live, and it has been a playground for the rich and 
the international jet-set since the 1960s. Ultra-luxurious, it’s a golf course paradise.

Both neighborhoods are Tier 1 and expensive. Both are safe and nice. But ultimately, Austin and 
Holly wanted the walkability of Condado.

As noted above, renting in Condado is more expensive than renting in Los Angeles, in terms of 
square footage. The couple live in a nice 3-bedroom, 1600-square-foot apartment right on the 
beach. As with everywhere else in the world, you pay a premium for such a location.

They won’t be renting for long. When we spoke a few weeks ago, Holly was actively searching 
for a place to buy in their neighborhood.

Unlike renting, the cost of buying a place is actually lower in Puerto Rico than it is in LA. For 
one thing, you can’t buy an oceanfront property in California without selling your firstborn. 
That’s not the case in Puerto Rico, or at least not in Condado.

For another thing, the housing market is cold in Puerto Rico. Locals cannot afford the kinds of 

The Butler FamilyThe view from their balcony
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places that draw expats, but the expat crowd isn’t yet large enough to move the needle. Nice 
homes therefore often sit on the market for a year or more before finding a buyer.

“You could definitely turn a profit on a condo here,” says Holly. “But it will take a while because 
the market isn’t that deep.”

A quick Zillow search recently showed 3-bedroom condos going for anywhere from about 
$450,000 to $725,000 on the Condado Peninsula. 

One we clicked on is on the higher end of that spectrum but has ocean views from every room. 
It’s in “the best part of downtown Condado” and is centrally located in terms of restaurants and 
activities.

In contrast, back in California, Holly and Austin lived in a beachfront Manhattan Beach home 
that Austin describes as “dilapidated and infested with termites… and yet worth around $15 
million.”

They’ll probably stay in the Condado area when they buy. The one drawback to living in an 
expat enclave, says Holly, is that you’re not as exposed to locals as you otherwise might be. But 
given the quality of the properties, the views and proximity to the beach, the schools (more 
below) and the likeminded nature of the go-getter community, expats tend to find the exchange 
worth it.

Banking

As you know, I’m not a fan of Puerto Rican banks and would never advise anyone to hold the 
bulk of their savings in them.

You might not have a choice about opening a local account in PR if you move there, though. 
First of all, it usually makes sense to have a local bank account with a small amount of money in 
it for bill paying purposes, wherever you live. 

Austin says that as an applicant to the incentives program, he was actually required to establish 
a local account. You don’t have to use it, but you’ll likely need one.

Austin chose Banco Popular as his local bank. As an Act 20 person, he says, you’ll generally get 
a personal banker or two, both a private one and a business one. This tends to be highly useful, 
as “the BP web site is pathetic, and they don’t make it easy to set up online wires and transfers.”

Instead, Austin calls or emails his contact, tells the person what he wants, and lets the banker 
handle it. 
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This is but one of the many benefits of being an Act 20 person in PR.

Raising a family in San Juan, Puerto Rico

Holly and Austin have a 4-year-old son who is loving his new life in PR. He spends loads of 
time at the beach, playing in parks or doing pool days with neighborhood friends. He’s also in a 
great school.

The couple moved Holly’s parents to the island as well, so he still spends lots of time with 
grandma, perfecting his Mandarin. (Holly is Chinese.) 

Remember, by the way, that Puerto Rico is a US territory. That means that no visas are 
required; moving there, or moving family there, is like moving from Ohio to Texas. 
So yes, you can bring as much family as you want.

The first year they moved to Puerto Rico, the couple put their son in a nice English-language 
private school, which they found to be far less expensive than, but on par with, similar schools 
in Los Angeles.

ESJ Azul Hotel in Isla Verde
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Last year, though, they took him out of the English-language school and put him in a different 
private school so he could be immersed in Spanish, since he’s already fluent in two other languages.

Austin and Holly are highly impressed with the quality of the private schools in the area.
They find them to be on par or better than Manhattan Beach’s private schools, which are 
nationally renowned. The ones in their area in Puerto Rico, however, are a third the cost of 
the California schools.  

Odd side benefit: “Because anyone living here is considered a ‘local’, they have the silly 
advantage of being considered a ‘minority’ when applying to college,” says Austin.

They also, again, love how easy it is to hang out with other families. They have far more family 
oriented friends here than they ever did in Los Angeles.

“Raising a child here is a surprisingly wonderful experience,” says Austin.

Giving birth to a child there seems to be a good experience, too: Holly knows several women 
who have had children in Puerto Rico and are highly satisfied with the medical care. A new 
hospital just went up in the Carolina neighborhood, for example, with cutting-edge equipment, 
private rooms, etc.

Best of all, fantastic doctors from the US are already starting to set up shop in Puerto 
Rico, thanks to recent amendments to the incentives program.

As we stated in a March alert, “The amendments would also expand the types of export 
services that qualify for the 4% tax rate. Medical tourism would count as an eligible service, 
meaning that doctors, dentists, etc. could set up shop in PR at much lower costs than they 
likely could in the US and still qualify for the incentive.”

“Even better, telemedicine could count. Technically, the way this is proposed, a doctor 
could do away with a physical office altogether and become a sole proprietor in PR offering 
services over Skype to people in other countries.”

Holly knows of obstetricians from San Francisco who have already moved to PR to deliver 
babies. And the best part for parents is that the high quality still comes with affordability; it’s 
much cheaper to have a baby in PR ($5,000) than in a place such as San Francisco ($15,000) or 
Los Angeles ($42,500 for C-sections).

One thing to note is that Puerto Rico does have one of the highest C-section rates out there, 
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with about half of all births going that way. And home births are rare, so if that is the route you 
wish to take, you’ll need to dig deeply to find a midwife who will assent to it.

And, finally… the tax incentives

Austin and Holly say they’ve never felt so free as they do now. Taxes are a flat 4%. They can 
finally focus on growing their business.

“That feeling of stress is gone,” Austin says. “Just gone.”

Nice, huh?

Although the popularity of the tax incentives program means there’s a bit of a glut in 
applications now, that’s not a worry, as “the moment you apply is when things start,” Austin 
says. It took a year for his decree to come through, but he was eligible for the 4% rate the 
entire time.

He adds that despite rumors to the contrary you might have seen on the Internet, the new 
government has been surprisingly pro-business. Acts 20 and 22 seem here to stay. 

As for the process itself, one thing that’s not talked about a lot is the cost. You do need to have 
very good local lawyers, and very good CPAs to set everything up correctly. 

Castillo San Felipe del Morro in San Juan
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Austin and Holly say they spent a lot of money on their experts. Basically, the attorneys and 
CPAs “know they have the market cornered, so they charge what they want.” But in the end, 
the savings still far outweigh the costs.

The same goes for the cost of living: If you have a viable business, often the tax savings will 
outweigh the costs.

Moving to Puerto Rico is obviously a very personal choice, but if you’re paying out the nose 
in taxes, want a similar lifestyle to that which you have in the rest of the US, and desire a 
community of entrepreneurial expats, then it is a great place to consider.

I’ll let Austin have the last word:

“You don’t even think about the stress of dealing with tax details anymore,” he says. “You can 
just run your business and live your life. 

“There’s tremendous freedom in that.”
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