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Rationale

On May 17, 2007, Standard & Poor's Ratings Services lowered its rating on
R.V.I. Guaranty Co. Ltd., R.V.I. America Insurance Co., and R.V.I. National
Insurance Co. (collectively referred to as RVI) to 'A-' from 'A.' The outlook
is negative.

The downgrade is based on the view that RVI is weaker from a management
perspective because of significant management turnover in 2006 and 2007, and
because there is the possibility of sizeable earnings volatility related to
potential losses on two real estate properties. RVI intends to sell these two
real estate properties, but the value of the real estate buildings and any
potential losses for RVI remain uncertain. Also supporting the downgrade is
RVI's more concentrated competitive profile, consisting of only two segments,
passenger vehicle and commercial equipment, as the real estate segment is no
longer writing new business.

The ratings on RVI are based on the company's strong, though more
concentrated, competitive position, conservative investments, and strong
liquidity. RVI's capital adequacy is also strong, and Standard & Poor's
expects RVI to maintain excess capital to compensate for potential earnings
and reserve volatility. Negative factors that affect the rating are the
group's reliance for a large portion of its revenues on the lease accounting
standards currently in place, and the risk that a change in accounting
standards would significantly affect RVI's premium volume and earnings. RVI's
risk profile is changing as the company is diversifying into other nonresidual
value segments (financial guaranty reinsurance and fidelity and crime), and
the performance of these new products remains unproven. Client concentrations
have been a risk historically, and because the real estate segment is no
longer writing new business, the group's reliance on key clients within the
passenger vehicle and commercial equipment segments has increased.

Outlook

The negative outlook is based on the view that the significant management
turnover will not immediately be fully addressed in terms of new staff and
could affect consistency within risk controls and underwriting until 2008.
Further supporting the negative outlook is that passenger vehicle client
concentrations remain significant, and that some significant clients renew in
2007, with potentially lower revenues and thereby potentially lower earnings
for RVI. Also, possible losses, impairments, and future expenses related to
two real estate properties have the potential to significantly decrease
earnings in 2007. The three issues of management turnover, client
concentrations, and potential real estate losses could individually or
collectively lead to the rating being lowered an additional notch.

Standard & Poor's expects RVI to maintain a net profit near $16 million in

2007 and strong capital adequacy, at more than what is required for the
rating, to compensate for potential volatility. We expect that RVI will
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maintain consistent underwriting and risk control standards in 2007 and 2008,
and if this expectation is met, the outlook may be revised to stable. Also, if
the real estate properties are sold and losses are contained while maintaining
net income near $16 million, the outlook may be revised to stable. If RVI is
able to maintain a consistent volume through renewals within passenger vehicle
and commercial equipment, this would further contribute to a stable outlook.
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Complete ratings information is available to subscribers of RatingsDirect, the
real-time Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at www.ratingsdirect.com. All ratings affected by this rating
action can be found on Standard & Poor's public Web site at
www.standardandpoors.com; under Credit Ratings in the left navigation bar,
select Find a Rating, then Credit Ratings Search.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities
designed to preserve the independence and objectivity of ratings opinions. The credit ratings and observations contained herein
are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or sell any securities or make
any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or
other opinion contained herein in making any investment decision. Ratings are based on information received by Ratings
Services. Other divisions of Standard & Poor's may have information that is not available to Ratings Services. Standard & Poor's
has established policies and procedures to maintain the confidentiality of non-public information received during the ratings
process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such
securities or third parties participating in marketing the securities. While Standard & Poor's reserves the right to disseminate the

rating, it receives no payment for doing so, except for subscriptions to its publications. Additional information about our ratings
fees is available at www.standardandpoors.com/usratingsfees.
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