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CREDIT RATING * Review Review Review 

Date of Rating Committee: 27.08.2018 10.09.2019 10.09.2020 

Date of Publication: 04.09.2018 12.09.2019 15.09.2020 

Long-term rating: ВВB- ВВB- ВВB- 

Outlook: stable stable stable 

Short-term rating: A-3 A-3 A-3 
    

Long-term National-scale rating А (BG) А (BG) А (BG) 

Outlook: stable stable stable 

Short-term National-scale rating A-1 (BG) A-1 (BG) A-1 (BG) 
1)  Prior to the present publication the credit rating and rating outlook was disclosed to the rated entity or related third party.  Following that disclosure 
amendments in the credit rating and rating outlook have not been executed; 
2)  During the last 2 years, BCRA Credit Rating Agency AD has not provided ancillary services to the rated entity or a related third party. 
3)  To become familiar with the full rating history, please see the table at the bottom of the document. 

  
BCRA – CREDIT RATING AGENCY 

 

BCRA - Credit Rating Agency (BCRA) is the third 

qualified rating agency in the EU, registered under the 

Regulation (EC) 1060/2009 of the European Parliament 

and of the Council. The credit ratings, assigned by 

BCRA, are recognized throughout the EU and are 

entirely equal with the other ratings, recognized by the 

European Securities and Markets Authority (ESMA), 

without any territorial or other restrictions. 

 

At a session held on 03.09.2020, the Rating 
Committee of BCRA discussed a report of the 
review of the rating of Synthetica AD. Mr 
Ventseslav Petrov ran the session in his capacity 
of Deputy Chairman of the Rating Committee. The 
members of the Rating Committee discussed the 
grades of numerous credit rating factors in the 
review period and took the following decision: 

BCRA – Credit Rating Agency affirms the ratings of 
Synthetica AD as follows: 

 Long-term credit rating: ВВВ-, short-term 
credit rating: А-3; 

 Long-term national-scale rating: А (BG), 
short-term national scale rating: А- (BG); 

and maintain the outlook of the ratings at  
“stable” 

 

 
The officially adopted by BCRA Methodology for 
assigning of a credit rating to a group of companies 
and/or individual companies in a group:  
https://www.bcra-
bg.com/files/Holding_Methodology_2016_en.pdf 

 

The rating users can find information about each 
rating category, including the definition for default 
in the Global Scale published at the site of BCRA: 

enhttps://www.bcra-
bg.com/files/global_scale_en.pdf 

 

The report has been prepared and the rating - 
assigned, based on information made available by 
the rated company, Bulgarian National Bank, 
National Statistical Institute, BCRA’ database, 
consultants and other public information sources. 

mailto:stamenova@bcra-bg.com
https://www.bcra-bg.com/files/Holding_Methodology_2016_en.pdf
https://www.bcra-bg.com/files/Holding_Methodology_2016_en.pdf
https://www.bcra-bg.com/files/global_scale_en.pdf
https://www.bcra-bg.com/files/global_scale_en.pdf
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Operating Environment 

Sovereign Risk 

The year (2020) started positively for Bulgaria in 
political perspective, with the composition of the 
local authorities having renewed, progress in the 
preparation of the country for membership in the 
Banking Union and the respective inclusion of the 
Bulgarian Lev in the Monetary Mechanism II (ERM 
II). However, the emergence of the COVID-19 
pandemic worldwide addressed the issue, turned 
into one of the main priorities in Bulgaria, as well 
as in all its political and economic partners. A state 
of emergency was declared in the country (March 
13, 2020) due to the unprecedented crisis, followed 
by a number of legislative measures by the 
government to mitigate the negative economic 
impact. The effects are yet to be measured and 
evaluated and at this stage, the projections are at 
risk of inaccuracy due to global uncertainty about 
the outcome of the situation. The prospects for the 
development of the global economy are 
deteriorating significantly, and at the moment it is 
only clear that drastic measures to control the 
infection will generate a massive shock in many 
sectors, regions and markets, which will result in a 
global recession. The combined effects are 
unprecedented, and their magnitude is difficult to 
measure currently. 

The development of economic processes in the 
country, including in the context of the COVID-19 
pandemic, have been analysed in detail by BACR - 
Credit Rating Agency and affected the assigned 
unsolicited state rating of the Republic of Bulgaria. 
The changes in GDP and GVA by components are 
considered, as well as the dynamics of the 
indicators of the external sector. Bulgaria is 
entering the current crisis with a stable fiscal 
position. Due to the expected shortfalls in revenues 
and the incurred additional costs, the extraordinary 
budget update is considered, thus the projected 
CFP balance changes to a deficit of BGN 3.5 
billion or 3% of the projected GDP. The parameters 
of the update are evaluated and a new update is 
expected by the end of the year. 

A Rationale of the updated rating of the Republic of 
Bulgaria is published at the official site of BCRA:  

https://www.bcra-
bg.com/files/rating_republic_of_bulgaria_apr_2020_en.pdf 

 

Banking System 

The banking sector is stable and the capital 
adequacy is assessed as sufficient.  

Following the significant growth of the profit in the 
banking system, reported in 2018 (42.9%), in 2019 
there was a slight decrease of 0.2% or BGN 3 
million. The net income from interests, fees and 
commissions retained their importance but with 
slower annual growth, and the value of 
impairments was 11.9% lower than in 2018. The 
nominal value of the generated profit remains high 
- BGN 1,675 million, representing a source of 
additional capitalization and a reserve for 
maintaining the stability of the sector. Therefore, 
the BNB decided to fully capitalize the profit for 
2019 as one of the measures to further strengthen 
the capital of banks in the context of the crisis 
related to COVID-19. 

 

„Synthetica“ AD is a holding company registered 
on June 24, 2010, having a scope of activity: 
management of industrial entities, consultancy, 
trade representation and intermediation and any 
other business activity, not prohibited by Law. 

In the period under review, the shareholding 
capital is not changed and as of the end of August 
2020 is at the amount of BGN 3 million. The 
shares are traded at the Bulgarian Stock Exchange 
(segment Standard, code EHN). 

The company has a one-tier management system, 
the composition of the Board of Directors is 
unchanged: Chair and Executive Director Iva 
Garvanska-Sofianska, Deputy Chairman Plamen 
Peev and member Nikolay Atanassov Dachev. The 
work of the BD is assisted by the Audit Committee, 
which composition is not changed, as well. 

There are no significant changes in the 
shareholder structure of the company and its 
majority owner Kamalia Trading Ltd., Cyprus 
preserves its stake of slightly over 50% (50.07% as 
of 31.12.2019). More significant stakes hold as of 
the same date: "Euroins Romania “S.A. (10.09%), 
UPF "Future" (6.99%), UPF "Toplina" (5.05%) and 
ZD Euroins AD (4.62%), and 23.18% are 
distributed among other shareholders with smaller 
stakes.  

In the previous review period, the restructuring 
processes of the group of companies in the 

https://www.bcra-bg.com/files/rating_republic_of_bulgaria_apr_2020_en.pdf
https://www.bcra-bg.com/files/rating_republic_of_bulgaria_apr_2020_en.pdf
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structure of Synthetica AD, which took place in 
2019, were already examined. At that time, 51% of 
the shares in Union Ivkoni OOD were sold (which 
was the key company in the holding). Then 
Synthetica acquired shares (100%) in Bluehouse 
Access Project V Ltd (and respectively in its only 
subsidiary Vaptsarov Business Center EOOD). 
The scope of activity of the acquired business is 
investment asset management, real estate. 
“Vaptsarov Business Center” EOOD owns 
investment property UPI IV-809 and office 
buildings built therein (blocks 1 and 2), showroom, 
service and underground garages and other 
buildings (including power substation), located in 
Sofia, 43, Christopher Columbus Blvd. The 
property is leased for a long-term period to one 
tenant (Eurohold Bulgaria AD).  

The implemented restructuring process ceased the 
investments in the transport and tourism sector. 
Thus, the company started operations in real 
estate management. The new investment became 
a main activity for the company, with 86.2% of the 
value of investments in subsidiaries and with 
55.9% share of total assets as at March 31, 2020 
(individual Financial Statements). Revenues from 
new business activity, investment asset 
management (real estate) become decisive for the 
ability of the rated company to service its liabilities. 
Thus, the newly acquired company becomes 
decisive for assigning the rating under the 
evaluation methodology applied by BCRA. 

The presence of Synthetica AD in the field of 
production and trade of disposable medical 
devices, where its subsidiary Etropal AD operates, 
remains unchanged (51.01% share at the end of 
March 2020).  

On a consolidated basis, the change in the 
Group’s companies does not lead to a change in 
the value of total assets, which declined by 0.2% 
at the end of 2019 and amounts to BGN 77.0 mln.  
The new asset structure is dominated by the 
“investment in real estate” at the amount of BGN 
55.8 million (or 72.5% of the assets). The new 
investment is a real estate of the acquired 
Vaptsarov Business Centre OOD, representing a 
twelve-story, fully equipped office building with a 
total area of 27.4 thousand square meters, valued 
by a licensed appraiser as of the date of its 
acquisition (April 30, 2019). The reported revenues 
from rent for eight months amount to BGN 3.7 
million.  

The subsidiary Etropal AD generated the rest of 
the fixed assets, inventories and trade receivables 
from the sale of Union Ivkoni OOD.  

Out of the subsidiaries, the value of other capital 
investments increased by 15.8% in 2019. The 
specific structural changes are related to the exit of 
the group from its participation in Formoplast AD, 
increase of its participation in PIC "Badeshte" (up 
to 9.8%, which remains unchanged as of 
31.03.2020) and the acquisition of a 9.95% share 
of the capital of “F Asset Management” AD (under 
a transaction for cancellation of a pledge on 
liabilities of Lozenets Educational and Sports 
Complex EAD).  

The value of the held for trading participation in 
public companies increased by 43.2% for the 12 
months of 2019 and is mainly related to the 
acquisition of securities from Bulland Investments 
REIT.  

The available cash of the group at the end of 2019 
marked an increase of nearly three times (to a 
value of BGN 1.0 million as of 31.12.2019). 

The asset structure dynamics are shown in the 
following two figures.  

Asset structure as of 31.12.2019 (consolidated) 

 
 
Asset structure as of 31.12.2018 (consolidated.) 
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In 2019, the total liabilities increased by 12.7% (or 
BGN 6.5 million, to BGN 57.2 million), which is due 
to the attracted additional long-term financing in 
connection with the acquisition of the new 
investment of Synthetica AD. Structurally, the 
current liabilities decreased significantly (-44.6%), 
but the non-current increased (+124.9%) as a 
result of the exit of Union Ivkoni OOD from the 
Group. Due to a decline in the profits of the latter 
and the share of non-controlling interest, the equity 
of "Synthetica" decreased by the significant 25% 
(up to BGN 19.8 million at the end of 2019).  

The specific dynamics in the liabilities structure are 
the following: 

• Increase of the liabilities under the 
obligations of long-term bank loans by 145.6%, to 
BGN 30.7 million as a result of the long-term 
investment loan agreed by Synthetica AD, upon 
elimination of liabilities on non-current liabilities on 
loans used by Union Ivkoni OOD (BGN 12.5 mln.). 
Reduction in the current liabilities on bank loans up 
to BGN 5.4 million (BGN 8.1 million a year earlier), 
or by 33%. There is a decrease of 12.8% in the 
credit exposure of Etropal. The main portion of the 
structure of bank liabilities is secured by a real 
estate mortgage; 

• Continuing reduction in the amount of 
principal on a debenture loan following the agreed 
repayment plan. The value of the obligation is at 
the amount of BGN 4.0 million at the end of 2019 
(BGN 3.5 million a year earlier) The agreed final 
instalment of the bond issue is at the significant 
value of BGN 3.0 million, with a maturity in 2022; 

• Considerable decline in the amount of the 
item “Trade and other liabilities” (current and 
non-current) which are BGN 23.4 million at the end 
of 2018 and drop to BGN 16.1 million at the end of 
2019, mainly affected by the exit from the transport 
business (BGN 17.5 million) and the additional 
increased obligations of the parent company (by 
BGN 4.3 million, up to BGN 8.1 million) in which 
BGN 3.8 million are on repo transactions and BGN 
3.4 million are under a contract for the acquisition 
of a subsidiary.  

Following the four years of positive annual net 
financial results, Synthetica AD reports a net loss 
of BGN 523 thousand for 2018 and of BGN 3 704 
thousand for 2019, formed against the background 
of a significant contraction in revenues. These 
changes have a negative impact on some of the 
observed financial indicators. However, in the 

analysis of these data, it was reported that with the 
loss of a significant part of the revenues arising 
from the activities of Union Ivkoni OOD, the group 
significantly reduces the expenses, and the new 
real estate management activity has a high rate of 
profit and long-term agreed (10 years) income.  

The results of the activity of the newly acquired 
company Bluehouse Accession Project V Ltd are 
analyzed through the reports of its subsidiary - 
Vaptsarov Business Center EOOD. The latter 
has a stable level of revenues - about BGN 6 
million per year, decreasing in the last fiscal year 
(2019) by 7.2%, which together with a double 
increase in expenditures for external services for 
the same period results in a more significant 
decrease in the net financial result - to a profit of 
BGN 1.3 million (BGN 2.4 million for 2018). 
Relatively constant depreciation costs amount to 
just over BGN 1.5 million per year. The main 
expense item is the financial expenses formed by 
the interest of the serviced investment loan until 
April 2019. After this date, the parent company 
repaid the debt to the creditor bank, and Vaptsarov 
Business Center EOOD is obliged to the parent 
company with the full value of the repaid debt at an 
interest rate of 4.5%. The maintained levels of 
income and expenses allow the company to 
generate stable and high for the size of its assets 
net profits, which in the future are expected to be 
the main source for servicing the credit liabilities of 
"Synthetica" (to banking institutions and bonds). 
BCRA expects that the amount of these profits will 
be sufficient to generate the necessary resources 
to repay the principal on the bond and bank 
liabilities, in the amount and under their conditions 
as of 31.12.2019.  

Etropal AD reports a decline of the sale revenues 
of 17.9% annually, after two consecutive years of 
registered growth (by 12.1% for 2018 and 10.4% 
for 2017), with a corresponding decrease of the 
expenses by 14.4%.  The net financial result 
remains positive, although low, which is a specific 
feature in the previous five financial years (except 
for 2016, when a small loss was reported). These 
levels of net financial result and the lack of 
dividends for shareholders show that the parent 
cannot rely on the profits of the subsidiary to 
provide funds and repay liabilities. Etropal 
registered an increase in the value of assets by 
12.6% (BGN 1.6 million) for 2019 with a specific 
change in the structure of its liabilities. The 
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liabilities to banking institutions reduce at the 
expense of an increase in those to related parties. 
The general financial condition of the company 
remains stable and its activity is profitable. The 
BCRA independently rates Etropal AD. 

Conclusion: The period of credit rating review 
remains affected by the restructuring of the Group 
carried out in the first half of 2019, with the sale of 
the shares (51%) of Union Ivkoni OOD (a key 
company in the holding at that time) and 
acquisition of new shares (100%) of Bluehouse 
Access Project V Ltd (and respectively its only 
subsidiary Vaptsarov Business Center EOOD). 
The change is related to the significant long-term 
debt assumption by Synthetica AD, secured by a 
pledge of the enterprise Vaptsarov Business 
Center EOOD. The revenues from the new 
business activity - management of investment 
assets (real estate) become crucial for Synthetica 
AD to its obligations. The analysis of the business 
activity of Vaptsarov Business Center EOOD 
shows that with the maintained levels of revenues 
and the attributed costs at levels close to the 
average of the last five years, the rated company 
will be able to service its obligations without any 
difficulties. The contract, which determines the 
amount of income, has a duration covering almost 
the entire period of the loan agreement. 

On a consolidated basis, almost all observed 
financial indicators preserve their slight negative 
dynamics. Those for profitability, for the second 
consecutive year, are negative (except for 
operating profitability before depreciation), thus 
they lose their analytical value. The total increase 
in liabilities is not offset by its corresponding 
increase in the value of assets, which increases 

the level of total leverage (up to 0.74 at the end of 
2019, compared to 0.66 at the end of 2018 and 
0.62 at the end of 2017). With a new debt assumed 
at the beginning of 2019, the level of the financial 
leverage ratio has increased significantly, reaching 
a value of 2.43 at the end of 2019 (1.41 at 
31.12.2018 and 31.12.2017).  

The values of the liquidity ratio are declining and 
the current one has reached a rate of 0.63 at the 
end of 2019, following the rates of 0.79 and 1.27 
recorded at the end of 2018 and 2017, 
respectively. At the end of 2019, the current result 
EBITDA does not cover the expenses for interest 
payments and the indicator reached a negative 
value of -0.4, following the rates of 3.4 and 6.3 at 
the end of 2018 and 2017, respectively. 

Part of the above-mentioned dynamics in the ratios 
is exalted by the late acquisition of Vaptsarov 
business Centre (consolidated on May 05, 2019) 
and the negative impact of the write-off of the 
Union Ivkoni and its operational results at that time.  
Given that facts, it is expected that the profitability 
and the coverage of interest payments ratios will 
improve in the future.  

Despite the mentioned negative changes in the 
financial indicators, the change in the structure of 
Synthetica AD results into a decrease in the levels 
of risks related to its operational activity, and in the 
medium term, it is expected that the company will 
generate the necessary resources to smoothly 
service its liabilities.  

The maintenance of the negative trend in the 
leverage and liquidity indicators and the negative 
financial results from operations of the group would 
result in a downgrade of the rating.  
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Main Financial Indicators: 

 Consolidated Financial Statements 

Indicator 2019 2018 2017 2016 2015 

Assets 76 984 77 129 73 070 72 796 192 226 

Change in assets -0.19% 5.55% 0.38% -62.13% -7.18% 

Total Income (operational + financial) 16 692 51 068 52 373 146 201 262 473 

Change in income -67.31% -2.49% -64.18% -44.30% 18.66% 

Net financial result -3 704 -523 2 757 6 834 11 232 

Net profitability * - - 5.26% 4.67% 4.28% 

Equity profitability * - - 9.91% 22.64% 15.65% 

Leverage 0.74 0.66 0.62 0.59 0.63 

Financial Leverage 2.43 1.41 1.41 1.09 2.38 

EBITDA / Interest expenses -0.4 3.4 6.3 7.4 6.6 

Current liquidity 0.63 0.79 1.27 1.50 0.96 

   * due to the negative financial results, profitability indicators are negative, thus losing their analytical value and, accordingly, are not listed in the 
table above. 

 
 

Rating History: 

CREDIT RATING Initial rating Monitoring  Review  Review 

Date of Rating Committee: 30.06.2016 05.07.2016 06.01.2017 16.05.2017 

Date of Publication: 01.07.2016 07.07.2016 11.01.2017 18.05.2017 

Long-term rating: ВВB- ВВB- ВВB- ВВB- 

Outlook: stable under review negative* stable 

Short-term rating: A-3 A-3 A-3 A-3 
     

Long-term national-scale rating:   А (BG) А (BG) 

Outlook:   stable stable 

Short-term national-scale rating:   A-1 (BG) A-1 (BG) 

* The negative outlook is not a result of the (expectations for) deterioration in the performance of Synthetica AD but is a 
consequence of the applicable rating ceiling, which is determined by the rating and the country's perspective (as at this date 
the rating of the Republic of Bulgaria, is a long-term rating: nBBB-, outlook: "negative", short-term rating: nA-3 – visit – 
(https://www.bcra-bg.com/files/rating_republic-of-bulgaria_sept_2014_en.pdf). 
 
 

CREDIT RATING Review Review Review 

Date of Rating Committee: 25.07.2017 27.08.2018 10.09.2019 

Date of Publication: 27.07.2017 04.09.2018 12.09.2019 

Long-term rating: ВВB- ВВB- ВВB- 

Outlook: in development** stable stable 

Short-term rating: A-3 A-3 A-3 
    

Long-term national-scale rating: А (BG) А (BG) А (BG) 

Outlook: in development stable stable 

Short-term national-scale rating: A-1 (BG) A-1 (BG) A-1 (BG) 

** The change of the outlook from “stable” to “In development” states the BCRA opinion of the ongoing effects of changes in 
the structure and results from operations after the exit of a key company in the holding structure. 

https://www.bcra-bg.com/files/rating_republic-of-bulgaria_sept_2014_bg.pdf

