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Financial Dialogue

Rapid Ratings’ Financial Dialogue identifies and prioritizes the most relevant financial questions you should
be asking your suppliers, third parties & counterparties. Concisely delivering the top five financial health
questions as a guide for your financial evaluation will substantially decrease prep time and effort for reviews.
Straightforward discussion points and informative content surrounding financials will help you digest the
information and assess potential impact to your business. We provide the questions - you get the answers.

Prioritization of Top 5 Financial Issues

Efficiently manage third-party risk despite challenges of time or financial expertise
required to prepare a deeper discussion on financial health. The Financial Dialogue
prioritizes and concisely presents the most significant financial issues to address during
afinancial discussion with a supplier or counterparty. The key questions we identify offer
a balanced perspective, from their unique challenges to their notable strengths.

. . . . R . “Identifying the most
Business-Focused Discussion Points to Guide Conversation g

o ) ) o ) significant financial items was
Strengthen communication and collaboration with partners by engaging in the right

the biggest benefit. Instead
kind of conversation using our open-ended questions based on solid financial data. We o .
) o ) ) S ) o of spending time analyzing
provide concise discussion points for each key question in a way that is easily digestible )
results to figure out what

by individuals. The Financial Dialogue serves as a conversation guide to lead intelligent .
questions [ want to ask my

discussions on financial health. .
suppliers, | can get on the

. . . . hone and start going.”
Education on Financial Impact to a Business . gemg

Increase your understanding of the significance of financial issues regardless of your financial . .
) - ) ) ) ) -Major Supply Chain

background. The Financial Dialogue provides a detailed explanation of the impact and L.
Logistics Company

relevance of financial ratios, how those numbers affect a supplier, and why certain questions

are important for that supplier or vendor, allowing you to focus on questions about business

activities underlying the financials in order to get to the root of the issue or concern. N .
Our goal is to arm our people

. . with a tool that can guide an
Business Benefits

The Financial Dialogue provides valuable benefits to your third-party & counterparty
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Financial Dialogue Features

Overall Risk Analysis

The company’s financial risk level and
probability of default is clearly identified
at the start of the report.

Priority Discussion Points
Presents critical information and the top 5
talking points. Concise, business friendly
commentary is presented to support your
conversation with the supplier or vendor
on their financial condition.
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Corporation

Section 2: Discussion Points and Supporting Information
Discussion Point 1 (Strength):

Cash Ratio: The company's cash balance ($313 M) s very strong givenits current iabiities (§333 M). Is there any reason you expect your Cash Ratio
(93.9% will change going forward?

Extended Discussion

The Cash Ratio has increased from 87.1% to 93.9% in the most recent period. This is because cash has increased from $269 M to $313 M while
current iabiltes increased from $332 M to $333 M. This is a strong Cash Ratio,

o

Education: Why s this important?

A Cash Ratio rflects the extent to which a company can cover labiltes due this year with current cash on hand. Any shortfalin cash will need to be
made up by accounts receivable collections or alternative sources of funding such as additional capital or asset sales.
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Education: Other factors to be aware of
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Corporation XYZ, Date, Year

Corporation XYZ

Financial Health Rating (FHR); 76, Low Ris Estimated Probability of

0.013%
Default (EPD)
Core Health Score (CHS): 64, Strong Health Financial Period: Date, Year
(Q1 Year)
Low default risk, with strong Core Health. Figure 1: Risk Quadrant Analysis
Quadrant A: Companies in this quadrant demonstrate levels of W Corporation XYZ
likely

ly :
‘combined with an acceptable to very low default isk within the next
12 months.

Dialogue Context
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Section 1: Priority Items for Financial Review
Tabe 1 review items and analysis of the fnancial
Table 1 Priorized tems of Concern for Discussion
Items of Concern (0)
Table 2: Suengths and General tems for Discussion
Notable Strengths (4)
1. Cash Ratio mis Is there any reason youexpect | See
your Cash Ralio (93.9%) willchange going forwarcl? Page2
2 The company's vitha 3901 lastperiod | See
(3.770). Do you expect to maintain this evel of woring capitl over the next 12 months? Page3
3 period is and reater than 2 total Doyou expectto See
maintain this cash flow performance over the next 12 months? Page s

4.Profit Margins: are impressive. Both margin (20.5%) and net profit margin (14.2%) are | See
Do d

Page’s

the next fiscal year

General Review Points (1)

5. Leverage: The company has a material levelof debt at §623 M, which is 15% of total assets. Do you expect to maintain this levelof see
leverage for the next 12 months? Pages
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Educational Background
Deeper reading is provided for each of the top 5
discussion points flagged in the report.

Know in advance:
+ Why s this information important?

+ What should you be prepared to hear in response?
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