
Island’s growth rate
‘double Euro Zone’
The Isle of Man economy continues to grow at a healthy
annual rate of around five per cent – currently more than
double that of the European average.

The Island’s GDP increased by more than six per cent last
year and unemployment is at an historic low. The
Government is investing £100 million in further enhancing
infrastructure and public services as well as increasing
departmental spending by more than eight per cent. And
all of this is being achieved without recourse to any
external loans or subsidies.

This year’s Budget is evidence of the Isle of Man’s good fiscal
housekeeping – completing its commitments to
international bodies, like the IMF and OECD, while at the
same time placing the Island’s business sector on a highly
competitive footing within the international arena. 

The introduction of the EU Savings Directive last July has
made little impact on the performance of local banks, with
deposits up 18 per cent on the previous year as the sector
continues to diversify into new areas of operation.

‘Overall, the economic picture is looking very healthy,’ said
Treasury Minister Allan Bell, ‘with positive signs of new
business looking to establish here. There has been significant
interest in the Island from e-business and I am confident we
will be seeing new names appearing in the very near future.
We see the Government’s role as facilitating business and
this is the main focus of my fifth Budget.’ 

Main points of the 2006-07 Isle of Man Budget…

• Standard zero rate of corporate income tax to apply to
all resident and non-resident non-regulated businesses
in line with the approved Modified Taxation Strategy; 

• Tax cap on total income tax payable per person
of £100,000; 

• Commitment to consult on the provision of a similar tax
capping regime for companies to enhance the Island’s
attraction to successful businesses currently based in
other jurisdictions; 

• Banks to benefit from a new split tax rate – while
continuing to pay 10 per cent on normal trading profit,
all other income, including liability on reserves, will be
zero-rated; 

• Income tax liability for land and property remains at 10
per cent – with the Treasury Minister again ruling out
the introduction of a capital gains tax; 

• Personal income tax standard rate stays at 10 per cent,
with the higher rate remaining at 18 per cent; 

• Exempt company fees remain at £475 – this form of
company will now be redundant and cease from 2007-08; 

• £100.5 million capital programme to be financed without
recourse to external borrowing;

• £39.3 million or 8.2 per cent increase in net departmental
revenue spending on public services to a new total of
£522million, including £16.9 million more for Health and
Social Security and £4.6 million more for education; 

• £8.3 million surplus expected in 2006-07 – with £11.8
million surplus in the current year.

In-brief
The latest initiative to
encourage successful
entrepreneurs to put their
creativity to work in the

Isle of Man has certainly created a buzz of
excitement in the international community. 

A cap of £100,000 on an individual’s income
tax liability will be introduced for the 2006/07
year of assessment commencing in April. The
aim is to attract significant new inward
investment by persuading the industry’s high
fliers to make their homes here and bring
their businesses along with them.

Isle of Man Finance has received so many
enquiries since the plan was first unveiled
that we have now produced a special
brochure* setting out how the regime will
work in practice. But the measure of interest
is not based solely on fiscal considerations –
it’s the Island’s unequalled quality of life that
makes this idea a winner. A ‘Quality of Life’
research poll, based on GfK/NOP questions,
has just ranked the Isle of Man ‘number one’
after interviewing 30,000 people in 30
countries. And the Island topped the poll by a
very wide margin, beating runners-up
Australia and the USA.

The Island’s excellent lifestyle has been
crucial in attracting and keeping new
business talent here. The poll found that
intangibles like stability and family life
ranked above money and possessions. While
the Government can’t quite legislate for
happiness, it can and does influence the
provision of services that go towards giving
us a rounded, comfortable life. We already
have super ior  te lecommunicat ions ,
infrastructure and public services, like the
new state-of-the-art hospital, and the
Budget provides for a further £100 million
capital programme. The DHSS alone is now
spending over £1 million a day on a
population of around 75,000 people, which is
at a level equivalent to that of a small market
town in the UK.

As the Treasury Minister says, our Budget for
business is designed to build a prosperous
future for all our citizens.

* More information on the new tax cap
can be obtained from Isle of Man Finance’s
Personal Relocation Team on +44 (0) 1624 687597
or at relocate@gov.im

Tax cap plus ‘quality of life’
makes Island ideal home

Space among niche sectors
benefiting from zero tax

The Isle of Man’s burgeoning space and satellite industry now has its
own mentor responsible for helping further develop the sector. Tim
Craine is already charged with driving forward the Island’s new
technology business, a role he will now combine with his new brief as

Director of E-Business and Space Commerce. 

The Treasury is formulating a business strategy with a budget of £1million to promote further
opportunities for investment in the sector. Tim Craine said space commerce was now
becoming an increasingly important part of the Island’s economy and, as such, needed a
central strategy to ensure the Island remained ahead of its competitor jurisdictions and
maximised potential for further growth in the economy.

‘Four of the world’s largest satellite-launch companies and operators have now incorporated
on the Island with local companies manufacturing components for NASA. This sector is now
growing and already generating significant income,’ said Mr Craine. ‘As a result, local
accountants, lawyers, insurance companies, banks and other service providers are reaping the
benefits. We are also seeing job creation on the back of these developments, which is good
for the economy – and our ultimate aim in attracting such business.’

PRIZE FOR SPACE STUDENTS
Law firm Cains is one of those heavily involved in the Island’s rapidly expanding space and
satellite sector. The firm is at the forefront of providing specialised legal services tailored to the
international industry and has put up a specific ‘space law’ prize for graduate students currently
enrolled in the Masters programs at the International Space University in Strasbourg. 

Cains’ Managing Director Andrew Corlett said his firm wanted to acknowledge the valuable
role of the ISU in the increasingly important space industry. ‘We have had the opportunity of
sending several staff, including myself, on ISU courses over the last three years and this has
proved of very real benefit to us – from both a technical and networking perspective.’

The US$5,000 ‘Cains Prize’ will be offered annually to students who demonstrate an interest
in the legal aspects of space activity and is the first time a commercial law firm has offered
such a prize at the ISU.

Jane Dellar
Director, Isle of Man Finance

Director, Isle of Man Finance,
Isle of Man Treasury.

In-focus

New technology business could have been designed with the Isle of Man’s
long-term economic strategy in mind. The goal is to attract ‘value added’
operations that don’t depend on large armies of workers to produce the goods –
whether financial or manufactured. E-business fits perfectly into this category.

Niche sectors like space commerce are thriving with four of the world’s biggest
satellite-launch companies and operators now established here and local
businesses manufacturing components for NASA.

The space sector was an early beneficiary of zero corporate income tax –
removed from the net two years ago. But while undeniably a major attraction,
zero business tax is not the only reason for the sector’s rapid success. It is the
coupling of the tax incentive with the quality of the Island’s professional
expertise that has proved the winning factor.

SERVICING E-BUSINESS

Several Isle of Man law firms and accountants are
now heavily involved in providing services to this
burgeoning international industry, among them
KPMG. The firm’s Tax Partner, Greg Jones, now advises the Treasury on matters
concerning e-business and often takes part in Government trade missions abroad.

‘The target is business in the e-commerce sector that is comparatively
geographically mobile in the manner in which it makes its money. Operations in
the international money transaction sector are prime examples of how companies
can easily move their profit base to
the Isle of Man in a way that boosts
their overall global performance.’

He cites the Canadian money
transfer service, Neteller, as one of
the biggest success stories
established on the Island. The
company handles money
movements between gamblers
and the betting websites and last
year posted pre-tax annual profits
of £25 million. It now has an AIM
listing and user base of 2.3 million
customers throughout the world.

‘Neteller employs around one
thousand people,’ Greg Jones
pointed out. ‘While a relatively
small number of these are
based in the Isle of Man,
it is the company’s corporate
headquarters here that generates
its real wealth.

KEY DECISION MAKERS

‘The benefit to the Isle of Man is
that the company not only brings
its profit earning ability, but also
its key decision makers – those
who control how the company
operates. With the zero tax
initiative, the control management
can now also have an equity
interest as well as enjoying the
company’s zero tax status.

‘It was always possible for such a
business to have a tax exempt
company in the Isle of Man, but

that option would have ruled out any local interest. By introducing a standard
rate of corporate tax, the Isle of Man can now benefit from VAT on own trades
and the payroll tax from any senior employees. – And it may be that some of
this top management might be in a position to benefit from the new tax
capping of wealthy individuals.

‘What we are therefore saying to successful entrepreneurs is that not only can you
bring your business here - where it will be subject to zero corporate tax - but you
can also come yourself and your personal tax liability will be set at £100,000’.

COMPLEMENTING PACKAGE

Greg Jones also welcomes the move to introduce an innovative new corporate
vehicle, by way of a new Companies Bill, to complement the zero tax initiative. He
believes this is an essential component of the new ‘Isle of Man corporate package.’

‘Currently we use lots of different structures in international financial
planning, mostly for UK residents, and it would be extremely helpful to have
the use of a more flexible Isle of Man company, particularly in the area
governing distribution of profits.

‘Like the UK, an Isle of Man company is restricted in what assets it can
distribute. A more flexible approach would prove a very attractive package for
Isle of Man corporate service providers and other financial advisers. Taken
together, zero corporate tax and a more supple company structure is seriously
good news for the Isle of Man.’

With the delivery of the new corporate
tax regime completed, Treasury
Minister Allan Bell has now turned his
attention to the other side of the
business equation – revamping the Isle
of Man’s corporate product.

A more ‘user friendly’ company
structure would complement the
Island’s new zero tax policy and present
a highly competitive corporate package
to international business.

Mr Bell believes modernisation is
fundamental to business fully
benefiting from the radical reforms the
Island has introduced over the past five
years. He wants company structures to
be more flexible and appealing to fast
moving global business and has worked
with the industry to bring forward the
necessary legislation before the
summer recess.

COMPLEMENTING TAX REFORMS

The Isle of Man’s standard zero rate of business tax will
form the foundation for this innovative new ‘corporate
vehicle’ that will ensure the Island remains at the
forefront of the international arena. The Island already
has a sound platform on which to build. There has been
significant new investment in Companies Registry, which
now provides a state-of-the-art online service. The ability
to search and download company documents over the
internet via the Financial Supervision Commission’s

website (www.fsc.gov.im) is just the first stage in an
ambitious programme to increase its online capability.

John Aspden, Chief Executive of the FSC, shares the
Minister’s view that there is a palpable ‘hunger’ in the
Isle of Man finance industry to ‘go out there and bring
in more business.’ But he is quick to point out that the
Island is not just playing a ‘game of numbers.’

VALUE CHAIN OF SERVICES

‘It is not the Isle of Man’s strategy to be a mass producer
of companies on its own,’ said Mr Aspden, ‘but rather to
offer a value chain of professional services around the
corporate product. That is where the real economic value
lies for the Island, and it demonstrates the breadth and
depth of service that we have on offer. However, for this
strategy to remain successful, it is essential that we have
a competitive product to complement finalisation of the
new corporate tax regime.

‘As currently planned, the new vehicle is expected to have
broad appeal in the specialist offshore market. In
particular, the new legislation provides for much reduced
and simplified reporting, the use of regulated corporate
directors, greater flexibility by moving many obligations
from statute into the articles of a company, and the
introduction of the role of the registered agent for
retention of company records. Other provisions allow the
new company to be used in protected cell form, and as a
vehicle which can easily re-domicile to or from the Island.’

During his Budget speech, the Treasury Minister said he
hoped the new measures would be approved and receive
Royal Assent before this autumn’s general election. 

‘Value chain’ of professional services

KPMG Tax Partner
Greg Jones: Targeting 

‘mobile money’

Chief Executive of the
Financial Supervision

Commission John Aspden:
Finance industry has

‘hunger for new business’

Tim Craine, Director of
E-Business and Space Commerce

New corporate package set to
rival global competitors



Treasury Minister Allan Bell’s move to set a cap of £100,000 on the
personal tax liability of wealthy entrepreneurs – and look into a similar
plan for companies – has been welcomed as both ‘bold and exciting’ by
the business sector.

President of the Chamber of Commerce,
Stuart McCudden, said full delivery of the
new standard zero rate of corporate
income tax marked a new phase in the
Island’s growth as a successful business
centre and it had ‘much to be proud of.’

‘In addition, the proposals for capping
personal - and possibly also corporate –
tax liability are bold and exciting
initiatives that are excellent selling points

for the Island and will allow us to compete very favourably on the
international stage – for it is there that we are very firmly competing’.

‘GLOBAL VIEW’ WELCOMED

‘The global view adopted not only within this Budget but those of recent
years is to be welcomed, as our aspirations have to be very firmly aligned
with those of our international competitors.’

The overall economy was moving away from dependence based solely on
financial services towards new technology industries like e-gaming,
communications and space. ‘Each provides a tremendous opportunity
and potential source of new revenue. The additional funding made
available to develop our services in the space and aircraft registration
sectors is very welcome, providing substantial development aid to these
important sectors in the future.’

He also praised the Government’s role in helping to diversify the
economy with successful initiatives such as the shipping register and
film industry, whose immense success had caught the international

imagination. ‘The success of filming alone is testament to the skills of

the Government and the foresight of the Treasury, in particular, in

providing the finance for what is now a self-funding industry that

delivers major economic benefit to the Island.’

INVESTING IN INFRASTRUCTURE

‘Continued investment in infrastructure improvements will maintain the

quality of life that we have all become accustomed to,’ pointed out Mr

McCudden. ‘But options in the Budget are limited and spending can only

come from higher revenue drawn from increased business activity coupled

with control of the cost of Government.

‘A note of caution was sounded by the Minister in respect of the increasing

cost of the public sector, particularly pay and pension liabilities.

Appreciation of these costs and a willingness to address them at the

highest level is to be applauded and shows a clear and reasoned

understanding of the Island’s fiscal position. This and the provisions within

the Budget to improve the prospects of the less well off in our society,

demonstrates a clear commitment to improving the social and fiscal well

being of the Island’s community. 

SENDING CLEAR MESSAGE

‘This Budget is a positive statement of the Island’s intent and sends out a

very clear message that we intend to be at the forefront of international

business destinations well into the future,’ added Mr McCudden. 

With the culmination of the zero business tax initiative, he said his

members were now counting on the Treasury to continue its successful

policy of ‘reshaping tax strategy’ to appeal to the type of value added

business the Island wanted to attract.

The new split tax rate for banks contained in the Budget has been widely

welcomed by the sector. While normal trading profit will continue to be

taxed at 10 per cent, all other income – including liability on reserves –

will now be zero-rated.

‘This is great news for banks in that it gives them a real edge over their

competitors, who cannot give their customers any certainty over future

tax rates,’ said Chamber of Commerce President, Stuart McCudden.

POSITION TO WIN NEW BUSINESS

‘Banks in the Isle of Man are now in a great position to win business

from their own groups. Also, they are very supportive of the new tax

cap for wealthy entrepreneurs, which will and has already encouraged

a number of individuals to move business here – particularly those in

the e-gaming sector.’

The chamber also supports the latest move to further develop Douglas

town centre and the capital’s picturesque quayside area. ‘This is essential

in bringing quality business and staff to the Island and retaining them.

The Minister’s speech showed awareness of the benefits that a vibrant

retail industry can bring – not just to residents and visitors, but also as

an attraction to prospective inward investors and entrepreneurs,’ Mr

McCudden added.
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‘Springboard’ Budget delivers
Island’s zero tax
package for business
The radical move to a standard zero rate of corporate income tax for
businesses in the Isle of Man has now been delivered in full with the
final phase of the new regime unveiled in the Spring Budget. 

The finely tuned strategy has been introduced in stages over the past five years. This means
that many companies already pay no business tax – including fund managers, ship
operators and those involved in the Island’s expanding space and satellite sector.
Manufacturing, film-making and e-gaming were among sectors removed from the tax net
last year.

Treasury Minister Allan Bell, who has steered the policy from the outset, slid the final piece
of the picture into place in his fifth and final Budget at the start of the Island’s General
Election year. The standard zero rate of corporate income tax will now apply to the vast
majority of Isle of Man companies. Banks have had their tax cut to 10 per cent – and while
this applies to their normal trading profit, all other income, including liability on reserves, will
now be zero-rated. Banking is now the Island’s biggest employer and Mr Bell said the latest
move was designed to stimulate new revenue streams for the sector.

TAX CAP FOR ENTREPRENEURS

Full implementation of the new corporate tax regime places the Isle of Man’s imprint well
ahead of those of its competitors. Running in tandem is a package of progressive measures
designed to further encourage inward investment – including capping the tax of wealthy
entrepreneurs. This is set at £100,000 for an individual’s tax liability commencing April
2006. Mr Bell said the Treasury was now considering introducing a similar capping regime
for companies, which are not zero rated.

‘What we are doing today,’ said Mr Bell, ‘is putting in place further measures that will create
new opportunities in our never ending quest for economic progress and provide a
springboard to the future – one in which all our citizens will benefit from the creation of
additional prosperity for the Island.’
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‘Bold and exciting’
Budget for business

Treasury Minister Allan Bell: Budget
is ‘springboard’ to further prosperity
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‘Great news for banks’ says
Chamber of Commerce

Chamber of Commerce President Stuart
McCudden: 'Budget reflects success

of the Isle of Man's economy'
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