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Key Indicators

Isle of Man

1997/98 1998/99 1999/00 2000/01
Total intergovernmental
revenues/total revenues (%) 0.00 0.00 0.00 1.88
Financing deficit/surplus as
% of total revenues (%) 9.58 11.38 -6.84 16.45
Interest expenses/total
revenues (%) 0.02 0.01 0.00 0.94
Debt/total revenues (%) 0.18 0.01 19.29 16.68

Primary operating

balance/operating revenues

(%) 9.65 11.69 13.92 19.32
Net operating

balance/operating revenues

(%) 9.36 11.51 13.92 18.26
Net operating balance/capital

expenses (%) 69.19 84.58 38.18 141.16
Opinion

Credit Strengths

Credit strengths for the Isle of Man are:
- Buoyant and flexible economy, driven by financial services sector
- Substantial level of reserves (149% of revenues in 2002)
- Stable political relationship with the United Kingdom
- Prudent and conservative approach to financial management
- Debt levels remain relatively low
- Agreement reached with EU regarding harmful tax practices
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Credit Challenges

Credit challenges for the Isle of Man are:
- Relatively small economic base
- Limited diversification of island economy
- Wider impact of future EU/ OECD policies designed to eradicate harmful tax competition
- Phasing out of corporate taxation will reduce financial flexibility

Rating Rationale

The Isle of Man's Aaa issuer rating reflects the stable and mutually beneficial relationship between the Isle of
Man and the UK, the island's buoyant economy on the island (5% growth is forecast for the period 2002/3),
and a recent history of prudent financial management. The Isle of Man consistently records operating
surpluses, equivalent to an average of 15.2% of operating revenues over the past 5 years. This has enabled
the government to fund the greater part of all capital expenditure projects through its own resources and to
simultaneously cut taxes. Furthermore, the Isle of Man enjoys a high level of reserves, which are equivalent to
75% of GDP, and relatively low debt levels (49% of total revenues in 2002). The rating also takes into account
the limited diversity of an economy that is geared towards the financial servies sector, and the possible
long-term impact of exogenous challenges to the low-tax, business-friendly environment offered in the Isle of
Man.

Rating Outlook - Stable

The rating outlook for the Isle of Man is stable. Consistently strong financial performances bolstered by
plentiful reserves, along with a dynamic, expanding economy continue to underpin the rating. Moreover,
commitments made to the OECD meant that the island was not included on the OECD's tax-haven blacklist.

What Could Change the Rating - DOWN

As the largest share of the island's economy relates to international financial services, the Isle of Man's
greatest threats are of an exogenous nature. Further and more wide-reaching moves, by the EU and/or OECD,
to address the issue of harmful tax practices could potentially negatively influence the current rating. However,
the buoyant nature of the economy and the pro-active governmental approach towards both business and
external relations serve to mitigate these concerns.

Further, if the financial cushion provided by the island's sizeable reserves were to become substantially
eroded in tandem with a significantly increased recourse to borrowing, the rating could suffer. But strict
government policies on debt financing allay the likelihood of this scenario.

Recent Developments

The Isle of Man has continued to implement its overall tax strategy and further reduced both personal income
and corporate taxes and, in June 2002, announced its intention to phase out corporate taxes, moving to a
standard zero rate by 2006. The net revenue lost as a result of such a policy is estimated at £20 million per
year; however the policy is indicative of the Isle of Man's determination to retain its competitive advantage.

In October 2002, the Isle of Man announced it had secured a bilateral agreement with the USA on the
exchange of tax information between the countries.

© Copyright 2002 by Moody's Investors Service, 99 Church Street, New York, NY 10007. All rights reserved.



ALL INFORMATION CONTAINED HEREIN IS COPYRIGHTED IN THE NAME OF MOODY'S INVESTORS SERVICE,
INC. ("MOODY'S"), AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR
STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, such information is
provided "as is" without warranty of any kind and MOODY'S, in particular, makes no representation or warranty, express
or implied, as to the accuracy, timeliness, completeness, merchantability or fithess for any particular purpose of any
such information. Under no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other
circumstance or contingency within or outside the control of MOODY'S or any of its directors, officers, employees or
agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication
or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or incidental
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in advance of the possibility
of such damages, resulting from the use of or inability to use, any such information. The credit ratings, if any,
constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not
statements of fact or recommendations to purchase, sell or hold any securities. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANNER WHATSOEVER. Each rating or other opinion must be weighed solely as one
factor in any investment decision made by or on behalf of any user of the information contained herein, and each such
user must accordingly make its own study and evaluation of each security and of each issuer and guarantor of, and each
provider of credit support for, each security that it may consider purchasing, holding or selling. Pursuant to Section 17(b)
of the Securities Act of 1933, MOODY'S hereby discloses that most issuers of debt securities (including corporate and
municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MOODY'S have, prior to
assignment of any rating, agreed to pay to MOODY'S for appraisal and rating services rendered by it fees ranging from
$1,000 to $1,500,000.

MADE IN U.S.A



