
95, Evlogi Georgiev blvd.
1142 Sofia

phone: (+359 2) 9876363
www.bcra-bg.com 

 
Denitsa Nikolaeva, lead financial analyst 
d.nikolaeva@bcra-bg.com  

„Herkal” ЕOOD Vesela Velichkova, financial analyst 
v.velichkova@bcra-bg.com 

 

CREDIT RATING 
Initial Rating 

 
17.12.2009 

Update 
 

23.12.2010 
Long-term rating : ВВВ- ВВВ- 

Outlook : stable negative 
Short-term rating : А-3 А-3 

 

BULGARIAN CREDIT RATING AGENCY
 
1 

Bulgarian Credit Rating Agency is the only 
Bulgarian agency listed as eligible by the Financial 
Supervision Commission and its credit ratings are 
acknowledged equally along with the ratings of 
Moody’s, Standard & Poor’s and Fitch. In 2004 
BCRA adapted the corporate credit rating 
methodology from ICRA (An associate of Moody’s 
Investors Service). The rating scale of BCRA 
coincides with the rating scale of Standard & 
Poor`s. 
 
BCRA has awarded the long-term credit rating 
ВВВ- (outlook: negative) and short-term rating А-3 
to „Herkal” EOOD. BCRA uses the officially 
adopted credit rating methodology 
(http://www.bcra-bg.com/files/method_8.pdf). 
 
To elaborate the credit report and award the credit 
rating BCRA uses information from the rated 
company, NSI, BCRA`s database, consultants 
and other sources of public information. 
 
During the update period no change has occurred 
in the main activity of the company and it 
continues operating in the Sector „Production of 
metal constructions and parts of metal 
constructions”. The Sector continues being 
influenced negatively from the economic crisis. 
Based on the analysis of the state and structure of 
the sector we retain the total sector risk as 
being relatively high. 
During the update period no changes have 
occurred in the ownership and participations of the 
rated company. BCRA retains the risk resulting 
from the ownership and participations of the 
company as being moderate. 
The incomes of service sales retained the biggest 
share, in which the company registered its main 
activity – production of metal constructions. After 
equipment and facilities of the company improved 
significantly in 2008 and the start of 2010, the 
balance value of the tangible fixed assets 

decreased in line of amortizations for the nine-
month period of 2010. Herkal held a share of 
3,46% in 2009 in the sum of the total produced 
quantity of metal constructions in the state due to 
the production that the company realized. BCRA 
retains the risk from operative activity as 
being relatively low. 
In 2009 the concentration of the clients’ portfolio of 
the rated company increased; the three leading 
clients realize 70 % of the turnover. As of 
September 2010 concentration of the receivables 
of Herkal was not high.  BCRA retains the risk, 
resulting form clients, as being relatively high. 
During the update period concentration of the 
suppliers increased significantly in line of the main 
partner of the company. The long lasting relations 
established with the leading suppliers appear as a 
protective factor. BCRA retains the risk, 
resulting from suppliers, as being relatively 
low. 
The overall risk from external factors we 
assess as being moderate. 
BCRA retains its assessment for the risk from 
the company management as being at 
moderate level. 
The Net Sales Incomes registered a decline by 
20% on yearly basis in 2009. The service 
incomes, realized as of 10.2010, presented 63% 
of the same incomes for the whole 2009. As of 
October 2010 the company realized incomes of 
sales of goods and materials. We estimate 
positively the realized Operating result and gained 
Operating Profitability as of October 2010. For the 
same period the company registered positive 
result of its activity, however, the profitability of 
sales incomes is lower compared to 2009.  During 
the update period the current liquidity of Herkal 
ЕООD registered significant improvement 
compared to its value in 2008, it continues being 
positioned unfavorably in a comparative aspect. 
The company leverage registered a slight decline 
caused by the growth in the equity, however, it 
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continues being at a higher level compared to the 
average. The share of fixed assets financed with a 
long-term resource increased. The Ratio of credit 
dependence of Herkal EOOD registered a growth 
in 2009 as well, which we assess negatively from 
rating point of view. During the update period the 
company continued registering Negative Working 
Capital. The negative trend of increase of the 
periods for collection of receivables and 
redemption of the liabilities continued. In 2009 the 
company realized Negative Cash Flow from main 
activity which we assess as a negative factor from 
rating point of view. The Net Cash Flow is a 
positive item in line of investment activity. BCRA 
retains the risk from the financial state of the 
company as being moderate.  
Considering the results of the issued financial 
forecast „Herkal” EOOD is expected to be 
characterized with relatively fair profitability in 
short-term and middle-term aspect, in case the 
company develops similarly with the forecasted.  
 
 
Main Financial Indicators: 
 
Indicator (BGN thousand.) 10.2010 2009 2008 2007 

Assets 6 544 6 101 4 872 2 256 
Net Sales Incomes 4 724 4 906 6 158 4 610 
Net Profitability 2.16% 13.90% 6.04% 6.72% 
Current Liquidity 0.97 0.81 0.49 0.73 
Leverage 0.68 0.67 0.71 0.54 
Cash Flow from main activity - -1 237 411 831 
Net Cash Flow - 18 -405 305 

 


