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Credit FAQ: 

A Closer Look At Our Rating Action On CD&R Vialto 

April 25, 2023

This report does not constitute a rating action.

After its separation from Pricewaterhouse Coopers (PwC), we believe liquidity and cash flow will 
be key to ratings stability for global mobility, tax, and immigration solutions provider CD&R Vialto 
UK Intermediate 3 Ltd. (Vialto). The company was simultaneously purchased by Clayton, Dubilier 
& Rice (CD&R) on April 29, 2022. The separation has been taxing for Vialto, and its recent cash 
flows were far weaker than our expectations when we assigned our initial ratings. The process is 
complex due to the global nature of the business, and the company requires more time and 
financial resources to build out its stand-alone infrastructure. On Feb. 24, 2023, we revised our outlook to negative and affirmed our 
'B-' rating, which was supported by CD&R's additional $200 million cash infusion to support Vialto's liquidity through the transition. 
Here, S&P Global Ratings presents frequently asked questions from investors about the progress of the business separation and 
rating implications.

Frequently Asked Questions
What precipitated the rating action less than a year following the company's separation from PwC?

Vialto's disclosures have been gradual and its recent financials reflect a cash flow deficit that is larger than what we initially 
anticipated. We believe this is attributable to a more burdensome carve out from PwC, which distracted the company from directing 
its labor resources to win new business, particularly in its consulting segment. Meanwhile, foreign currency headwinds and rising 
interest rates have also pressured earnings and cash flow. In our view, CD&R’s $200 million cash infusion came at a pivotal time to 
support on-going operations and liquidity and prevented us from lowering the rating.   
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How would you view more equity infusions by the financial sponsor? 

Had it not been for CD&R's financial support, we think Vialto would have likely drawn on the revolver and potentially depleted its 
liquidity. Additional cash infusions would likely signal that Vialto is struggling with the separation and execution of its go-to-market 
strategy. In this instance, we may consider the company vulnerable and dependent on favorable business conditions to meet its 
financial commitments, which could lead to a downgrade.  

How long will it take for Vialto to turn around performance?  

We think the company’s performance is recovering and the cash infusion helped to bolster liquidity, providing the needed runway for 
Vialto to remedy its setbacks. The company’s peak period occurs during the second and third fiscal quarters (ending in March and 
June, respectively), when the U.S. tax season occurs.  We expect to see signs of improved performance through the second half of 
fiscal 2023 with improving revenue, while cash flow deficits persist. After the peak, we should see a seasonal lull in performance, 
though we expect sales and profit metrics to improve year over year as the company sees positive results from its sales activities and 
efforts to win new clients.  We think its client relationships are sticky and the company has retained consultants on payroll.  With 
increasing consulting revenues and lower separation related costs, we expect a bounce in earnings and cash flow by the second half 
of fiscal 2024.  
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How frequently are you monitoring Vialto's progress and the ratings?  

We continue to review information we receive from the company, assessing leading indicators such as client retention, revenue and 
margin trends, and liquidity (including cash flow generation) to determine whether performance is tracking our expectation. Any signs 
of a meaningful deviation from our base-case forecast will trigger a rating review and we will update our opinions to reflect that.   

The ratings incorporate our view that the company could get back on track to capture profitable growth in the tax and consulting 
industry.  During the transition, Vialto's emphasis on ensuring there were no significant client losses has prevented the company 
from pursuing consulting business.  These distractions are likely temporary, though we think there may be some lingering residual 
effects.  We believe the separation creates opportunities for the standalone Vialto to expand its growth potential given conflict of 
interest limitations that occurred when PwC owned the company.  

What factors could lead to a rating change?  

If we see progress in retaining and winning new business, we would likely believe performance is improving and cash burn could 
improve at a faster clip. This would ease the pressures on liquidity and indicate the business is stabilizing, leading us to revise the 
outlook to stable.  Should we believe the company’s performance is lackluster, perhaps because of execution issues or persisting 
separation challenges, we could lower the ratings based on business vulnerability or tightening liquidity that lead us to view its 
capital structure as unsustainable. We currently do not believe the company has room in the ratings for meaningful 
underperformance.   

Related Research
• CD&R Vialto UK Intermediate 3 Ltd. Outlook Revised To Negative On Higher Cash Burn, Liquidity Remains Adequate, Feb. 

24, 2023
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