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1.  Overview

Dun & Bradstreet’s Financial Stress Scoring System consists of two statistical models, one model was designed to be used among smaller companies (9 or fewer employees), the other among larger companies (with 10 or more employees). Together this scoring system enhances the predictive power. 

The Financial Stress Scoring System uses statistical probabilities to classify public and private companies into three risk classifications of Financial Stress: a 1,001-1,850 Score; a 1-100 Percentile Ranking, and a 1 - 5 Risk Class segmentation. These classifications predict the likelihood of a business experiencing financial stress within either a 12 or 24 month period (depending upon whether the 12- or 24-month model is used). The Financial Stress Scoring model utilizes the combined power of D&B’s vast information database on over 11 million U.S. businesses including Payment, Public Filing, Demographic, Financial, and other information, when and if available.


2.  Availability of the Financial Stress Score

A Financial Stress score is available on approximately 11 million U.S.-based companies. Financial Stress scores are not available on business files that fall into the following categories:

· Business Branch Locations inquiries automatically result in a trade-up to a headquarter’s location.
· Business records that are missing or have an invalid address or telephone number.
· Businesses in industries and SIC codes that do not lend themselves to scoring through this type of model. These industries and groups are listed Table 1 below.

Table 1:  Excluded SICs

	2-Digit SIC Group
	SIC Group Description

	43
	United States Postal Service 

	90-98
	Public Administration, Government Offices

	99 
	Non-Classifiable




3.  What the Financial Stress Score Predicts

Two Financial Stress Models are available through the Financial Stress Scoring System:  

· 12 Month Financial Stress Score Model (FSS12) – Available as an online report, data packet for computer to computer communications, and for batch appenditures to customer files.

· 24 Month Financial Stress Score Model (FSS24) – Available only for batch appenditures to customer files.

Both models were designed to help predict the likelihood that a company will obtain legal relief from its creditors or cease operations without paying all creditors in full over the next 12 or 24 month period. 

Both Financial Stress Models feature two separate scorecards, driven by employee size. The “Small Business” scorecard consists of businesses with 9 or fewer total employees. The “Large Business” scorecard consists of businesses with 10 or more total employees.

These models are based upon the observed characteristics of hundreds of thousands of businesses in Dun & Bradstreet's database and the relationship these characteristics have to the probability of a company experiencing financial stress over a period of 12 or 24 months.

Dun & Bradstreet defines a financially stressed company as one that:
· Ceased operations following assignment or bankruptcy
· Ceased operations with loss to creditors
· Voluntarily withdrew from business operation leaving unpaid obligations
· Is in receivership, reorganization, or has made an arrangement for the benefit of creditors.

Note:	Voluntary discontinuance involving no loss to creditors is not defined as financially stressed.

As previously mentioned, the Financial Stress models assign three measurements of risk:

1. A “Score” of 1,001 – 1,850, where a 1,001 represents businesses that have the highest probability of financial stress, and a 1,850 which represents businesses with the lowest probability of financial stress. This score provides a direct relationship between the score and the level of risk.  The marginal odds of being good doubles for each 40 point increase. For example, a score of 1,200, on a marginal basis, represents twice the risk of financial stress as a score of 1,240. This score enables a customer to utilize more granular cutoffs to drive their automated decision-making process.

2. A “Percentile” of 1 – 100, where a 1 represents businesses that have the highest probability of financial stress, and a 100 which represents businesses with the lowest probability of financial stress. This Percentile shows you where a company falls among businesses in the D&B information base, and is most effectively used by customers to rank order their portfolios from highest to lowest risk of business failure.

3. A “Class” of 1 – 5, which is a segmentation of the scoreable universe into five distinct risk groups where a one (1) represents businesses that have the lowest probability of financial stress, and a five (5) represents businesses with the highest probability of financial stress. This Class enables a customer to quickly segment their new and existing accounts into various risk segments to determine appropriate marketing or credit policies. 

Note:	Financial Stress scores are not calculated for those businesses designated as "Discontinued at This Location," "Open Bankruptcy” or “Higher Risk[footnoteRef:2]” or “Self Inquired D-U-N-S®.” These records are automatically assigned a score of zero (0). [2:  These “Higher Risk” businesses include those that display characteristics of higher risk, either intentionally as in an overbuy, or may be higher risk due to other business factors.] 


Table 2, below, illustrates the distribution of the Financial Stress Class in the D&B business universe. The associated Financial Stress Score Percentile and Financial Stress Score are also displayed.

Table 2:  Distribution of Financial Stress Risk Class in D&B’s File

	
Financial Stress 
Risk Class
	% of Businesses within this Financial Stress Class
	
Financial Stress Percentile
	
Financial Stress Score

	1
	80%
	21-100
	1386 - 1850

	2
	10%
	11-20
	1358 - 1385

	3
	6%
	5-10
	1338 – 1357

	4
	3%
	2-4
	1286 – 1337

	5
	1%
	1
	1001 - 1285





4.  How the Financial Stress Score is Calculated

The Financial Stress Scoring System was developed using state of the art statistical and modeling techniques to select and weight the data elements that are most predictive of financial stress. The resulting Financial Stress models are mathematical equations that consist of a series of variables and coefficients (weights) that have been calculated for each variable. 

The selection of the variables and the calculation of corresponding weights for each model are the result of extensive data analysis. In developing the models, Dun & Bradstreet evaluated a combination of “good” and “bad” performing businesses in the D&B database. Chart 1, below, illustrates the model development sample for the Financial Stress 12 and 24-month Scores.

Chart 1:  Model Development Sampling




A total of 655,000 businesses were used to develop the Financial Stress Models. These consisted of:
· Approximately 600,000 “good,”or non-financially stressed, companies in the Dun & Bradstreet database.
· Approximately 55,000 “bad,” or financially stressed, companies in the Dun & Bradstreet database.



Data is collected from two time periods we designate as an observation window and a performance window. The observation window defines the sample used in the model and all identification and characteristic data are collected from this time period. The performance window defines the length of time the accounts are tracked to examine their payment behavior.

Dun & Bradstreet analyzed this information and identified the data elements, which are statistically the most significant factors for predicting financial stress. D&B, with its access to a vast database on over 11 million businesses, is uniquely qualified to demonstrate this impact.

Sample data elements used in the model include:

· Payment performance information

· Non-financial information such as 
· demographics (industry, size, corporate structure), 
· public records (suits, liens, or judgments)
· Financial ratios, which include liquidity ratios, efficiency ratios, and profitability ratios.























5.  Relationship between Financial Stress Score, Incidence of
Business Failures, and Industry Averages

The 1,001 – 1,850 Financial Stress Score is created by:
· Calculating the estimated probability of a company experiencing financial stress
· Ranking the firm relative to the average incidence of financial stress within the scoreable universe.

Table 3 below provides the national failure rates for each Financial Stress Class, as well as a comparison to the national average failure rate by Class. The distribution of Financial Stress Scores is not a normal distribution (bell-shaped curve) because most of the financially stressed companies are captured in the lower Classes. For example, 27.2% of all financially stressed companies are captured by the Financial Stress Classes of three (3), four, (4), and five (5). (See below or Appendix D — Financial Stress Report: Projected Performance Table.) That is significant when you consider that 3, 4, and 5 scored companies represent only 10% of the population, as shown in Table 3 below. 

Table 3: National Failure Rates
(Based on 1997 Failure Statistics)

	Financial Stress Class
	% of D&B Files Represented
	National Failure Rates within Range
	Cumulative % of Bads Captured

	1
	80%
	.37%
	65.5%

	2
	10%
	1.62%
	50.1%

	3
	6%
	2.65%
	27.2%

	4
	3%
	4.25%
	11.2%

	5
	1%
	9.07%
	0.0%



Each financial stress score classification has an incidence of financial stress that is compared with the national average of financial stress. For example, the average incidence of financial stress nationally is 0.80% (1997 failure rates). The table shows that 9.07% of all companies scoring a 5 in 1996 failed in 1997. What this means is that businesses scoring in the Financial Stress Class of 5 are over 11 times (9.07/.80 = 11.34%) more likely to fail than the average business. Businesses with a Financial Stress Class of 1 are less than half as likely to fail as the national average.



The following Table 4 illustrates the overall incidence of business failures nationally and by industry group.  

Table 4: Incidence of Business Failures by Industry 
(Based on 1997 Failure Statistics)

	Industry
	Failure Rate 

	National Average
	0.80%

	Agriculture, Forestry, Fishing, 
	0.64%

	Mining
	0.51%

	Construction
	0.90%

	Manufacturing
	0.80%

	Transportation, Communications
	0.98%

	Wholesale Trade
	0.73%

	Retail Trade
	0.90%

	Finance, Insurance, Real Estate
	0.47%

	Services
	0.72%




APPENDIX A
Example of 12 Month Financial Stress Scoring Report 

COPYRIGHT 19XX DUN & BRADSTREET INC. - PROVIDED UNDER CONTRACT
                FOR THE EXCLUSIVE USE OF SUBSCRIBER 000-000000.

                     ATTN: John Doe

            DUN & BRADSTREET FINANCIAL STRESS SCORING REPORTSummary Information provides address, net worth, employees, and year business started, as well as the D&B Rating when available. Our unique D&B® D-U-N-S® Number links key information on any company in D&B’s information base.

=======================================================================

D-U-N-S: 80-473-5132                 DATE PRINTED:  August XX, 19XX

Gorman Manufacturing Company, INC
(AND BRANCH (ES) OR DIVISION(S))
                                     BUSINESS SUMMARY
429 Koller Street                    ==================================
San Francisco, CA 94110              CONTROL:      1965
TEL: 650 555-0000                    START:        1965
CEO: LESLIE SMITH PRES               EMPLOYS:      105
				     EMPLOYS HERE: 100The Financial Stress National Percentile is a rank ordering of the Financial Stress Score universe. It indicates where a company ranks compared to other businesses in the D&B information base on a 1 (highest risk) to 100 (lowest risk) scale.

                                     NET WORTH:   $3,363,777
                                     D&B RATING:   3A3
                                     SIC:          27 52

                                     LOB:          COMMERCIAL PRINTING

=======================================================================
                            FINANCIAL STRESS SUMMARYThe Financial Stress Class of 1 (lowest risk) to 5 (highest risk) shows you how the company ranks compared to other businesses in the D&B business universe. An analysis is provided on how this score translates into higher or lower risk of business failure.


The Financial Stress Model predicts the likelihood of a firm ceasing
business without paying all creditors in full, or reorganizing or obtaining relief from creditors under state/federal law over the next 12 months.  Scores were calculated using a statistically valid model derived from D&B's extensive data files.

FINANCIAL STRESS CLASS:                          5
(Highest Risk: 5; Lowest Risk: 1)The Financial Stress Score of 1,001-1,850, where a 1,001 represents businesses that have the highest probability of financial stress, and a 1,850 which represents businesses with the lowest probability of financial stress.


FINANCIAL STRESS NATIONAL PERCENTILE:            1
(Highest Risk: 1; Lowest Risk: 100)

FINANCIAL STRESS SCORE:                          1242
(Highest Risk: 1,001; Lowest Risk: 1,850)


NOTES:

- The Financial Stress Class indicates that this firm shares some of the same business and financial characteristics of other companies with this classification.  It does not mean the firm will necessarily experience financial stress.

- The Financial Stress National Percentile reflects the relative ranking of a company among all scorable companies in D&B’s file.

- The Financial Stress Score offers a more precise measure of the level of risk than the Class and Percentile.  It is especially helpful to customers using a scorecard approach to determining overall business performance.
The Incidence of Financial Stress is presented for the risk class of the company being scored, as well as the National Incidence of Financial Stress for all companies.


                          INCIDENCE OF FINANCIAL STRESS

Based on historical data in Dun & Bradstreet's files, the Incidence of Financial Stress over the past year was as follows:

     INCIDENCE OF FINANCIAL STRESS:              6.98% (698 per 10,000)
     - Financial Stress Class of 5

     INCIDENCE OF FINANCIAL STRESS:               .80% (80 per 10,000)
     - National Average


NOTES:

- The Incidence of Financial Stress shows the percentage of firms in a given Class that discontinued operations over the past year with loss to creditors.  The Incidence of Financial Stress - National Average represents the national failure rate and is provided for comparative purposes.
The Financial Stress Analysis Section highlights significant information that has impacted the score, including Key Business and Financial Commentaries.

- All Financial Stress Class, Percentile, Score and Incidence statistics are based on 1997.

=======================================================================
                         FINANCIAL STRESS ANALYSIS

KEY BUSINESS COMMENTARY:
  - 25% of trade experiences indicate slow payment(s) are present.
  - Payment experiences exist for this firm which are greater than    
    60 days past due.
  - Control Age or date entered in D&B files indicates lower 
    risk.
  - Payment information indicates negative payment comments. 
  - Evidence of open Suit (s), Lien (s) and Judgment (s) in the D&B 
    database.
  - Quick Ratio is 0.6.
  - Business does not own facilities.
  - Financial condition is FAIR or UNBALANCED. 

KEY FINANCIAL COMMENTARY:
  - Accounts payable to sales ratio is in the lower quartile for this 
    industry.
  - Quick Ratio is in the lower quartile for this industry.
  - Positive net worth is present for this firm indicating lower risk 
    of financial stress.
  - Return on assets is between the median and upper quartiles for this
    industry.
  - Total liabilities to net worth ratio is between the median and
    upper quartiles for this industry.            
  - Return on assets is in the lower quartile for this industry.

Indications of slowness can be the result of disputes over merchandise,
skipped invoices, etc.



The public record items contained in this report may have been paid,
terminated, vacated or released prior to the date this report was printed.
The Finance Section provides the financial statement used to drive the score, when available.

                                 
	FINANCE SECTION

 Fiscal statement dated December 31, 1998
 Cash                 $            845,000  Accts Pay     $2,657,980
 Accts Rec                       1,923,543  Notes Pay	     350,000
 Inventory                       1,678,945  Bank Loan	     880,000
 Notes Rec                                  Other Curr Liab  545,700
 Other Curr Assets               1,456,543
                       -------------------                 -----------
 Curr Assets                     5,904,031  Curr Liabs     4,433,680
 Fixed Assets                    1,876,867  L.T. Liab Other  662,423
 Other Assets                      678,982  Deferred Credit
                                            Net Worth      3,363,777
                       -------------------             ----------------
 Total Assets                    8,459,880  Total          8,459,880

 Net Sales            $         18,458,234The Special Events Section identifies situations that may indicate increased risk, such as fire or a burglary that may adverserly affect a company, or situations like expansion plans which may indicate an opportunity.

 Gross Profit         $          3,759,458
 Net Profit After Tax $            602,086

=======================================================================
                                 SPECIAL EVENTS

The following Special Events are present on this case and may not be reflected in the above score:

12/15/98	According to published reports, subject is expected to file for Chapter 7 bankruptcy in San Francisco, CA.The Financial Stress Failure Table provides you with the distribution of businesses in D&B’s file based on the five Financial Stress Classifications, as well as the corresponding National Failure Rates and how these relate to the National Average Failure Rate.


=======================================================================
                         FINANCIAL STRESS FAILURE TABLE

The following table provides the national failure rates for each Financial Stress Class, as well as a comparison to the national average failure rate by Class.  The national failure rate based on 1997 statistics is .80%.

			          % of		      Incidence of Failure
   Financial   Financial Stress       D&B Files     National      Relative to National 
 Stress Class    Score Range         Represented  Failure Rates   Avg. Failure Rate
       1         1,386 – 1,850           80%          0.37%           55% Lower
       2         1,358 – 1,385           10%          1.62%           98% Higher
       3         1,338 – 1,357            6%          2.65%          223% Higher
       4         1,286 – 1,337            3%          4.25%          418% Higher
       5         1,001 – 1,285            1%          9.07%         1006% Higher

=======================================================================

  For additional information on this company, you may order other D&B 
  Products or Investigative Services.

               END OF DUN & BRADSTREET FINANCIAL STRESS REPORT


APPENDIX B

Financial Stress Report:  Key Business Commentaries 

Following are key business commentaries that could be included in the 12 Month Financial Stress Scoring Report for the:
	
 “Smaller” Business Scorecard
(Total Employment Less than 10 or Missing)

Following are some examples of commentary messages that may appear in the Financial Stress Report. These commentaries will appear in a rank order based on their prioritization in the model. 

	Age or date entered in D&B files indicates higher risk.

	Age or date entered in D&B files indicates lower risk.

	Evidence of open suit(s), lien(s), judgments(s) in D&B database. 
Evidence of open suit(s) and judgments(s) in D&B database. 
Evidence of open suit(s) and lien(s) in D&B database. 
Evidence of open lien(s) and judgments(s) in D&B database. 
Evidence of open suit(s) in D&B database. 
Evidence of open lien(s) in D&B database. 
Evidence of open judgments(s) in D&B database. 

	No record of open suit(s), lien(s), or judgments(s) in the D&B files.

	Business does not own facilities.

	Financial condition is UNBALANCED. 

	D&B files indicate a negative net worth of $___________.

	D&B files indicate a net worth of $___________.

	Business or Management history is present for this firm.

	Payment information is unavailable in the Dun & Bradstreet files.

	_____% of trade experiences indicate slow payment(s) are present.

	Payment information indicates negative payment comments.

	Payment information in the D&B files indicates no slow payment(s) nor negative comment(s).

	Payment experiences exist for this firm which are greater than 60 days past due.

	Quick ratio suggests potential higher risk of financial stress.

	Quick ratio suggests potential lower risk of financial stress.

	Current ratio suggests potential higher risk of financial stress.

	Current ratio suggests potential lower risk of financial stress.

	Age of financial statement suggests potential higher risk of financial stress.

	Age of financial statement suggests potential lower risk of financial stress.

	Current liabilities to net worth suggests potential higher risk of financial stress.

	Current liabilities to net worth suggests potential lower risk of financial stress.




Following are key business commentaries that could be included in the 12 Month Financial Stress Scoring Report for the:

“Larger” Business Scorecard
(Total Employment Greater than or Equal to 10)

A rank ordered (prioritized) list of model commentaries appears in the report. 

	Age or date entered in D&B files indicates higher risk.

	Age or date entered in D&B files indicates lower risk.

	Evidence of open suits, lien(s), judgments(s) in D&B database. 
Evidence of open suit(s) and judgments(s) in D&B database. 
Evidence of open suit(s) and lien(s) in D&B database. 
Evidence of open lien(s) and judgments(s) in D&B database. 
Evidence of open suit(s) in D&B database. 
Evidence of open lien(s) in D&B database. 
Evidence of open judgments(s) in D&B database.

	No record of open suit(s) in the D&B files.

	No record of open lien(s), or judgments(s) in the D&B files.

	Business does not own facilities.

	Financial condition is UNBALANCED.

	D&B files indicate a negative net worth of $___________.

	D&B files indicate a net worth of $___________.

	Business or Management history is present for this firm.

	Payment information is unavailable in the Dun & Bradstreet files.

	_____% of trade experiences indicate slow payment(s) are present.

	Payment information indicates negative payment comments.

	Payment information in the D&B files indicates no slow payment(s) nor negative comment(s).

	Payment experiences exist for this firm which are greater than 60 days past due.

	Quick ratio suggests potential higher risk of financial stress.

	Quick ratio suggests potential lower risk of financial stress.

	Current ratio suggests potential higher risk of financial stress.

	Current ratio suggests potential lower risk of financial stress.

	Age of financial statement suggests potential higher risk of financial stress.

	Age of financial statement suggests potential lower risk of financial stress.

	Current liabilities to net worth suggests potential higher risk of financial stress.

	Current liabilities to net worth suggests potential lower risk of financial stress.




APPENDIX C

Financial Stress Report: Summary Projected Performance Table

	Cumulative Financial Stress Score Performance
	Financial Stress Score Performance Within Range

	Risk
Class
	Score
Range
	Percentile Range
(approx)
	% of Accounts
(approx)
	Failure
Rate
	% of
Failures Identified
	Good-Bad Ratio
	Score
Range
	Percentile Range
(approx)
	% Within Range
(approx)
	Failure
Rate
	% of Failures Identified

	1
	1386-1850
	20-100
	80%
	0.37%
	65.5%
	251
	1386-1850
	20-100
	80%
	0.37%
	34.5%

	2
	1358-1850
	10-100
	90%
	0.52%
	50.1%
	191
	1358-1385
	10-19
	10%
	1.62%
	15.3%

	3
	1338-1850
	5-100
	96%
	0.62%
	27.2%
	161
	1338-1357
	5-9
	6%
	2.65%
	22.9%

	4
	1286-1850
	2-100
	99%
	0.72%
	11.2%
	139
	1286-1337
	2-4
	3%
	4.25%
	16.0%

	5
	1001-1850
	1-100
	100%
	0.80%
	0.0%
	121
	1001-1285
	1
	1%
	9.07%
	11.2%



EXPLANATIONS

Cumulative Financial Stress Score Performance
· % of Accounts: To set an approval rate, select the appropriate percentile range that yields the desired approval rate. For example, to develop a credit policy that approves a projected 96% of all customers requires accepting accounts scoring at or above 1338 (or 5-100 percentile). Businesses scoring below the cutoff score (1001 - 1337) are reviewed, declined, etc. 
· Failure Rates: The failure rate represents those businesses that score between the lowest value in the score range (or percentile) and 1,850 (or 100 percentile). For example, the failure rate for a credit policy which approves all businesses with a score at or above 1,338 (or 5-100 percentile) is expected to be 0.62%.
· % of Bads Identified: The percentage of total failed businesses that score between 1,001 and the cutoff point for the approval rate. For example, approving businesses with a score above 1338 (or 5-100 percentile) is expected to eliminate 27.2% of the bad accounts.
· Good-Bad Ratio (Odds): The ratio of “Good” accounts to “Bad” accounts among those businesses that score between the lowest value in the score range and 1,850 (or 100 percentile). For example, a credit policy that approves all accounts scoring at or above 1,338 (or 5-100 percentile) should result in a portfolio with 161 “Good” accounts for every “Bad” account in the portfolio.

Financial Stress Score Performance Within Range
· Failure Rate within Range: The incidence of failure for those businesses that score within the score range. For example, the failure rate for companies scoring between 1,286 and 1,337 (or 2-4 percentile) is expected to be 4.25%.
· % Of Bads Identified: The percentage of total failed businesses within the score range. For example, 16.0% of failed companies are expected to score between 1,286 and 1,337 (or 2-4  percentile)


Note: Each Financial Stress Score classification has an incidence of financial stress associated with it that is compared to the national average for all companies. The Percentage of Accounts, Percentile Ranges, and Percent within Range are rounded to the nearest whole and are classified as being approximated.

This Projected Performance Table is based on a generic model. Performance may vary based on individual customer portfolios.

Revised 2/8/00

D&B Financial Stress Score – Detailed Projected Performance Table

	Cumulative Financial Stress Score Performance
	Financial Stress Score Performance
Within Range

	Cumulative Score
Range
	Percentile Range
	Approval Rate
	Failure
Rate
	% of Failures Identified
	Good-Bad Ratio
	Marginal Score Range
	Percentile Range
	Failure
Rate
	% of Failures Identified

	1551-1850
	96-100
	5%
	0.05%
	99.8%
	2088
	1551-1850
	96-100
	0.03%
	0.2%

	1529-1850
	91-100
	10%
	0.07%
	99.4%
	1505
	1529-1550
	91-95
	0.06%
	0.4%

	1514-1850
	86-100
	15%
	0.08%
	99.0%
	1211
	1514-1528
	86-90
	0.08%
	0.5%

	1502-1850
	81-100
	20%
	0.10%
	98.3%
	1024
	1502-1513
	81-85
	0.11%
	0.7%

	1492-1850
	76-100
	25%
	0.11%
	97.5%
	880
	1492-1501
	76-80
	0.13%
	0.8%

	1482-1850
	71-100
	30%
	0.13%
	96.5%
	771
	1482-1491
	71-75
	0.16%
	1.0%

	1474-1850
	66-100
	35%
	0.15%
	95.3%
	691
	1474-1481
	66-70
	0.21%
	1.2%

	1465-1850
	61-100
	40%
	0.16%
	93.9%
	620
	1465-1473
	61-65
	0.24%
	1.4%

	1457-1850
	56-100
	45%
	0.18%
	92.2%
	550
	1457-1464
	56-60
	0.25%
	1.7%

	1448-1850
	51-100
	50%
	0.20%
	90.1%
	499
	1448-1456
	51-55
	0.35%
	2.1%

	1440-1850
	46-100
	55%
	0.22%
	87.0%
	452
	1440-1447
	46-50
	0.53%
	3.1%

	1429-1850
	41-100
	60%
	0.25%
	83.9%
	404
	1429-1439
	41-45
	0.48%
	3.1%

	1423-1850
	36-100
	65%
	0.27%
	81.3%
	374
	1423-1428
	36-40
	0.55%
	2.5%

	1411-1850
	31-100
	70%
	0.30%
	76.4%
	331
	1411-1422
	31-35
	0.69%
	4.9%

	1399-1850
	26-100
	75%
	0.34%
	70.5%
	291
	1399-1410
	26-30
	0.88%
	6.0%

	1388-1850
	21-100
	80%
	0.38%
	65.4%
	264
	1388-1398
	21-25
	1.01%
	5.0%

	1373-1850
	16-100
	85%
	0.44%
	56.7%
	227
	1373-1387
	16-20
	1.22%
	8.7%

	1361-1850
	11-100
	90%
	0.48%
	50.1%
	207
	1361-1372
	11-15
	1.71%
	6.6%

	1343-1850
	6-100
	95%
	0.57%
	35.9%
	174
	1343-1360
	6-10
	2.09%
	14.1%

	1001-1850
	1-100
	100%
	0.80%
	0.0%
	121
	1001-1342
	1-5
	4.53%
	35.9%


EXPLANATIONS
Cumulative Financial Stress Score Performance
· Approval Rate: To set an approval rate, select the appropriate projected score or percentile cutoff that yields the desired approval rate. Approved businesses are companies scoring between the lowest value in the score range (or percentile) and 1850 (or 100 percentile). For example, a credit policy, which approves 70% of all accounts, requires accepting accounts between 1411-1850 (or 31-100 percentile). Accounts scoring  below the cutoff (1001 - 1410 ) are reviewed, declined, etc. 
· Failure Rate: The failure rate represents those businesses that score between the lowest value in the score range and 1850. For example, the failure rate for a credit policy which approves all businesses with a score at or above 1411 (or 31-100 percentile) is expected to be 0.30%. 
· % of Bads Identified: The percentage of total failed businesses that score between 1,001 and the cutoff point for the approval rate. For example, approving businesses with a score above 1411 (31-100 percentile) is expected to eliminate 76.4% of the bad accounts.
· Good-Bad Ratio (Odds): The ratio of “Good” accounts to “Bad” accounts among those businesses that score between the lowest value in the score range and 1850 (or 100 percentile). For example, a credit policy which approves all accounts scoring at or above 1411 (or 31-100 percentile) should result in a portfolio with 331 “Good” accounts for every “Bad” account in the portfolio.

Continued on next page



Financial Stress Score Performance Within Range
· Failure Rate: The incidence of failure for those businesses that score within the score range. For example, the failure rate for companies scoring between 1399 and 1410 (26-30 percentile) is expected to be 0.88%.
· % of Bads Identified: The percentage of total failed businesses within the score range. For example, 6.0% of all failed companies are expected to score between 1399 and 1410 (26-30 percentile).
Note: Each financial stress score classification has an incidence of financial stress associated with it that is compared to the national average for all companies. The Percentile Ranges are rounded to the nearest whole and are classified as being approximated.
This Projected Performance Table is based on a generic model. Performance may vary based on individual customer portfolios.
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