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Bulgarian Credit Rating Agency is the only 
Bulgarian agency, included in the list of the 
Financial Supervision Committee, as its ratings 
are acknowledged equally with those of the 
international agencies Moody’s, Standard & 
Poor’s and Fitch. In 2004 BCRA adapted 
corporate credit rating methodology of ICRA (An 
associate of Moody’s Investors Service). The 
rating scale of BCRA coincides with that of 
Standard & Poor’s. 

 
BCRA assigns a long-term credit rating BВВ- 
(outlook: stable) and short-term credit rating А-3 to 
„Herkal” ЕООD. The officially adopted 
methodology of corporate credit rating is used 
(http://www.bcra-bg.com/files/method_8.pdf). 
To elaborate the credit report and assign the 
credit rating BCRA uses information received from 
the rated entity, the National Statistical Institute, 
database of BCRA, consultants and other sources 
of public information. 
„Herkal” ЕООD operates in Sector „Production of  
metal constructions and parts of them” 2811 by 
NCEA-2003. The main activity of the company is 
design and erection of metal constructions. The 
Sector, in which the company operates, is directly 
related to the Sector „Сonstruction”, by reason of 
it is affected very negatively by the economic 
crisis. On the basis of an analysis of the state and 
sector structure, we assess the total sector risk as 
relatively high. 
„Herkal” EOOD is an assignee of “Central Repairs 
Base” ЕООD, which has existed since 1956. Up to 
now Mr. Dimitar Kochev is the only owner of the 
company. BCRA assesses the risk, resulting 
from the shareholding structure and shares,  
as moderate. 
The share of the produced metal constructions is 
over 90% of the company’s net incomes 
(excluding incomes from fix tangible assets), as of 
the ninth months of 2009 this percentage is 98%. 

During 2008 „Herkal” EOOD expanded its 
equipment and facilities with a new workshop, аnd 
at the beginning of 2009 a new equipment was 
introduced which was imported from USA. 
Through it the company expanded its capacity 
significantly and improved its equipment and 
facilities, which is a key factor of competitiveness. 
The company has its own department of 
transportation. From rating point of view, we 
assess the chance of the company to make the 
full circle of metal constructions production 
possible. Within 2008 the company has produced 
about 2% of the total quantity of metal 
constructions in the country.  
BCRA assess the risk from operating activity 
as relatively low. 
The clients` base of „Herkal” was characterized 
with a good diversification until 2008. During 2009 
the clients` portfolio had some significant 
changes, as the leading positions were occupied 
by new clients with which the company hasn’t 
established long-term relations. The concentration 
got raised, as well as the receivables from clients. 
Due to it BCRA assesses the risk, resulting 
from clients, as relatively high. 
Herkal EOOD works with numerous suppliers as 
the supplier with the highest share occupies 49% 
of the turnover as of October, 2009. The long-term 
relations with the leading suppliers are a 
protective factor. BCRA assesses the risk, 
resulting from suppliers, as relatively low. 
During the period 2004-2008 „Herkal” EOOD was 
characterized with a good financial state and 
positive trend of development. The Net Incomes of 
the company sales increased with a stable rate. 
During 2009 the company realized significant 
incomes of fixed tangible assets sales, as the 
analysis of the indicators was done through 
abolishing the effect of these incomes due to their 
single character. The company reported 
increasing Operative and Financial result and 
Profitability including by 2008. As of 09.2009 the 
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company marked a negative financial result 
excluding the incomes revenues of fixed tangible 
assets. By 2008 the company reported decreasing 
levels of liquidity, but as of 09.2009 both the quick 
and current liquidity marked good levels. 
Comparatively, the company is characterized with 
higher compared to the average total leverage. 
Analyzing it is clear that the company finances its 
long-term assets with a short-term resource which 
is a hazardous factor. We assess positively the 
improvement of the Net Working Capital as of 
09.2009. The company`s receivables reported a 
growth, which was a reason for the long period of 
receivables collection, accounted to 09.2009. The 
company marked a positive cash flow of its main 
activity for the whole analyzed period and 
increasing values of the free cash flow which we 
assess positively. BCRA assesses the risk from 
the financial state of the company as 
moderate.  
BCRA issued a financial forecast for expected 
future forecast of Herkal EOOD for three-year 
period. The company will realize a positive net 
cash flow during the whole forecasted period and 
it will be characterized with good creditworthiness 
in a short and middle-term aspect, in development 
similar with the forecasted.  
 
Key Financials: 
 

Indicator (BGN 
thousand) 

2007  2008 09.2009  

Assets 2 256 4 872 6 844 
Sales Revenues 4791 6206 6054 
Profit Before Interests, 
Taxes and Amoritzation 
(EBITDA) 578 750 2426 
EBITDA/Net Sales 
Revenues 12.06% 12.09% 40.07% 
Current Liquidity 0.73 0.49 1.17 
Leverage 0.54 0.71 0.54 
Main Activity Cash Flow 

831 411 
- 

Net Cash Flow 305 -405 - 

 


