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CREDIT RATING * Update Review 

Date of Rating Committee: 25.07.2017 27.08.2018 

Long-term Rating: ВВB- ВВB- 

Outlook: In development Stable 

Short-term Rating: A-3 A-3 
   

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

Outlook: In development Stable  

National-scale Short-term Rating A-1 (BG) A-1 (BG) 

* 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.  

With regard to annual updating of the rating of 
“Synthetica” AD, BCRA – Credit Rating Agency 
(BCRA) confirms the assigned ratings to the 
company: 

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

 National-scale long-term rating: А (BG), 
national-scale short-term rating: А-1 (BG); 

 and changes the outlook from “in 
development” to “stable” which states the 
successful completion of the restructuring process 
carried out in the holding after the sale of shares 
from two of its subsidiaries.   

The officially adopted methodology for assigning 
corporate credit ratings to a group of companies 
and/or separate companies in the group is in use: 
https://www.bcra-
bg.com/files/Holding_Methodology_2016_bg.pdf 

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

The political situation in Bulgaria remains stable. In 
2017, the Bulgarian economy grows by 3.6 % 
(3.9% in 2016) with the main driver the domestic 
consumption. Final consumption growth 
accelerated to 4.5% on an annual basis, with 
positive developments in both private and 
government spending. Supported by continued 
income and employment growth, household 
consumption grows by 4.8%. Positive contribution 
to the economic growth bring the fixed capital 
investments - 3.8% (after the registered decrease 
of 6.6% in 2016). Net exports contributed 
negatively to the country's GDP growth in 2017. 

As of the end of 2017, the foreign reserves of the 
Bulgarian National Bank amount to EUR 23 662 
million 46.9 % of GDP, which is a solid buffer used 
by the Central bank for guaranteeing the stability of 
the currency board in the country and to avoid 
potential external shocks.  

In 2017, the FDI flow continues to decline down to 
1.9% of GDP (nominal decline of 12% compared to 
2016).  

The labour market data report record-high 
indicators of economic activity and employment of 
the population. The trend in labour income is also 
upward. The unemployment rate lowers, almost 
approaching its pre-crisis levels (5.7 % for the last 
quarter of 2017).  

The average annual price change, measured by 
the HICP, records rising positive values. For the 
last six months (September 2017 – March 2018) 
the inflation reached 1.4% while the accelerated 
growth in services’ prices and rising administrative 
prices have a more significant contribution to the 
inflation in the country, while the impact of 
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international prices is weakening for the first three 
months of 2018.   The internal factors which also 
contribute to the increase in the price index are the 
growth in incomes and households consumption.   

Public finance indicators are improving, backed 
by the robust economic activity in recent years.  
Since 2016, the budget balance under the 
Consolidated Fiscal Programme (CFP) posted a 
surplus, in 2017 the tendency is maintained and 
the budget balance is positive for a second 
consecutive year. The balance under CFP 
amounts to BGN 846 million (0.9 % of the GDP) 
and both the national budget and the EU funds 
register surpluses. The budget target for 2017 was 
a deficit amounting to 1.4 % of the GDP, i.e. the 
balance registers growth of 2.3 p.p. against the 
forecast.  

The CFP for 2018 projects a budget deficit 
amounting to 1.0% of GDP. The government 
declares its intention to pursue a policy of gradual 
consolidation and its updated medium-term deficit 
target amounts to 0.5 % for 2019 and plans to 
achieve a balanced budget in 2020. No significant 
changes in tax policy are planned during the 
projection horizon. The maintenance of a policy for 
gradual consolidation is a prerequisite for 
minimizing the negative impact of the fiscal policy 
on the economic activity. 

The level of the government debt as a 
“government debt to GDP” ratio drops to 23.9 % 
(against 27.4% at the end of December 2016).  
The country has a significantly lower level of 
government debt compared to the Maastricht 
convergence criterion of 60 %. In a comparative 
aspect, Bulgaria retains its third position among the 
Member States at the lowest level of government 
indebtedness being outpaced only by Estonia 
(9.0%) and Luxembourg (23.0%).  

The banking system of the country remains 
stable, characterized by continuous growth in 
assets base. The preceding two-year favourable 
trends in the Bulgarian banking sector (that was 
confirmed in the successfully conducted asset 
quality review and stress tests for sustainability) 
are continued in 2017. Liquidity and capital 
adequacy ratios stay high and profitability in the 
system is at competitive levels. Deposits of the 
non-financial sector continue to follow their upward 
movement, providing a stable liquidity for banks. 
As of end-2017, lending is more active, in line with 

expectations, based mainly on the contribution of 
the household segment.  The non-financial 
corporations register slight decrease on an annual 
basis. Also, credit growth in the system supports 
the increase in assets. The process of improving 
banks portfolio quality continues, which is 
evidenced by the decreasing ratio of the gross 
non-performing exposures to the gross value of 
loans, which, however, remains relatively high 
(10.2%). The successfully conducted asset quality 
review and stress tests for sustainability) continued 
in 2017. The results announced show that the 
banking sector is stable, well capitalized and 
support with state resources is not necessary. 

„Synthetica“ AD is a holding company, 
established on June 24, 2010, having the following 
scope of activities: management of industrial 
companies, consultancy, trade representation and 
intermediation and any other commercial activity 
not prohibited by law. 

During the review period the shareholders capital 
has not been changed and as of the end of 2017 is 
at the amount of BGN 3 million and 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, and members Plamen Peev 
Patev and Nikolay Atanassov Dachev.  

During the period under review, the shareholding 
structure is unchanged and majority shareholder is 
“Kamalia Trading Limited”, Cyprus (having over 
50% shares).  
 

The investment portfolio of “Synthetica” AD as of 
the end of 2017 involves two economic sectors – 
Manufacturing and Transportation, since the exit 
carried out from “Eurohotels” AD,  thus exiting 
from the real estate management and tourism 
sectors.  

The subsidiaries in which “Synthetica” AD has a 
controlling interest are the following: 

- “Etropal” AD, seat and management address in 
Etropole town. The main scope of activities is the 
manufacturing of disposable medical devices. 

“Synthetica” AD directly owns 51.01 % of the 
capital, 2 550 440 shares and the amount of the 
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investment in the company as of 31 December 
2017 is BGN 5 875 thousand.  ( 

- “Union Ivkoni” OOD, established in 1992, seat 
and management address in Sofia city. The main 
scope of activities includes transportation of 
passengers in the country and abroad, as well as 
accompanying services: the offering of tourist 
services in the country and abroad, the sale of air 
tickets, rental of buses, advertising, etc. 

 “Synthetica” AD directly owns 51.00 % of the 
capital (BGN 6 176 thousand) and the investment 
amount is BGN 3 150 thousand.  

- “Eurohotels” AD, with seat and management 
address in tourist complex “Borovets”, “Ella” Hotel, 
providing tourist activities and services in the same 
hotel.  

In the review period “Synthetica” sold its share 
from the capital of the company 97.8%. Its data are 
consolidated in the parent company statements by 
the end of January 2017; 

- “Euro Medic Trade” EOOD („Medical Centre 
Euro Medic” EOOD), a company established in 
2014, with sole proprietor „Synthetica“ AD and seat 
and management address in Sofia city.   

In 2017, (alike to the last two years) the company 
does not carry out active business operations, 
owns non-substantial assets (BGN 164 thousand 
and is not consolidated in the parent company 
financial statements. The accumulated non-
covered loss by the end of 2017 amounts at BGN 
76 thousand (53 thousand at the end of 2016) and 
the current result from activities is a loss of BGN 7 
thousand (in 2016 loss of BGN 22 thousand). 

Following the exit of “Synthetica“ AD from 
„Plastchim T“ AD, „Union Ivkoni“ OOD is the 
subsidiary with the greatest significance for the 
operation results of the holding.  

In the review period, the balance sum according to 
the individual report drops by 9.8% (slightly over 
BGN 2.5 million), influenced to the greatest extent 
from the exit from the investment in “Eurohotels” 
AD against winding up the existing liabilities. The 
financial result is positive but declines significantly 
compared to the previous year, influenced by the 
sale of the investment in “Plastchim T” AD. Due to 
the realized positive financial result, in the review 
period the upward trend in equity amount is 
maintained (29.3% or slightly above BGN 3.8 
million).  

The most substantial change in the assets 
structure of „Synthetica“ AD for the review period 
is the decrease in share of Receivables on loans to 
unrelated parties - 37.1 % (BGN 9 731 thousand) 
to 18.3% (BGN 4 322 thousand), while vice versa, 
increase of the share of Receivables on loans to 
related parties from 12.8% (BGN 3 351 thousand.) 
to 33.3% (BGN 7 867 thousand). The increase in 
the share of latter is due to a great extent to the 
ascended amount of Receivables on dividends 
(BGN 3 068 thousand as of the end of 2017, due 
from „Union Ivkoni“ OOD). 

 

Asset Structure as of 31.12.2016 

 

Asset Structure as of 31.12.2017 

 

In the review period increased is the volume of the 
financial assets owned by the company (held for 
trading), whereas the growth is mainly formed by 
the purchased corporate papers of “IC Euroins” 
AD.  

The total amount of liabilities of „Synthetica“ AD 
considerably decreases by 48.4% as of the end of 
2017 (after a decline of 15.5% in the previous year) 
intensifying the observed similar trend over the last 
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five years. The changes in the liability structure are 
characterized by the offset of the liabilities to 
related parties, which have a most significant share 
in the liabilities structure by the end of 2016, the 
value of over BGN 5 million and share of 39.9%. 
The closing of the main one - that to Greenhouse 
Properties AD - also involves the sale of the shares 
of Eurohotels AD. A significant decrease compared 
to the end of the previous year (BGN 1.1 million) 
also includes the reported Trade and other 
payables. A significant decrease compared to the 
end of the previous year (BGN 1.1 million) also 
includes the reported Trade and other payables. 
For a second consecutive year, the company does 
not use bank loans and, as a result of the 
significant total decrease in liabilities, those on the 
bond loan have a major share in the liabilities 
structure, reaching a share of 73.4% (37.9% at the 
end of 2016). During the review period, the final 
maturity of the bond issue was renegotiated for a 
new five-year period (expiring in April 2022), with a 
reduction in its interest rate of 6.2% to 5.0% on an 
annual basis and adjustments made to the 
repayment schedule with the introduction of an 
payment of 40% of the principal (BGN 2 million) 
until 05.10.2021, in equal parts of BGN 250 
thousand, payable every 6 months, starting from 
05.04.2018. There are no arrears on coupon 
payments. 

As for the income, it is typical for the analysed 
period that a large part of the total amount (61%) is 
formed by dividends accrued by Union Ivkoni OOD 
(BGN 3,068 thousand). A significant decrease is 
recorded on the income from investment 
operations (impact of the one-off effect of the sale 
of "Plastchim T" AD in the previous year), with 
almost the whole amount for 2017 is due to the 
reported positive difference from the sale of the 
shares in Eurohotels AD. Due to the increased 
amount of loans granted, the upward trend of 
interest income (in absolute terms by BGN 204 
thousand) is maintained during the period.  

The expenses of the company decline by 40.6% 
(BGN 758 thousand) which to a great extent is due 
to drop in Interest costs (by 58.1% or BGN 513 
thousand) and decrease in expenses for services 
(by 39.7% or BGN 280 thousand). 

On a consolidated basis „Synthetica“ AD reports 
net profit at the amount of BGN 1 728 thousand, 
which is by 4.3% lower compared to the one as of 

2016 (BGN 1 806 thousand) with a minor total 
increase (0.4%) in the total value of the assets but 
with more significant changes in its structure in the 
following more characteristic variances per asset 
groups: 

- Decrease in buildings, constructions, machinery 
and equipment as a result of the exit from 
participation in a subsidiary – “Eurohotels” AD (with 
a book value of sold assets of this group - BGN 3 
041 thousand);  

- A significant increase of the transportation 
vehicles - by 35.7% (BGN 7 082 thousand), 
realized mainly in Union Ivkoni OOD, as a result of 
the acquired assets for carrying out of the main 
scope of activity (bus transportation);  

- A significant decrease in the amount of cash and 
cash equivalents (by BGN 3 270 thousand); 

- Increase in the total amount of trade and other 
receivables (BGN 1,136 thousand or 5.1%); 

In structural terms, the share of tangible fixed 
assets has main and increased weight in the 
review period maintaining their share of 50.4% in 
total assets (50.3% as of end of previous year), 
followed by current trade and other receivables, 
with a share of 31.8% (increased share compared 
to the one as from previous year of 30.4%), 
excluding from the latter the receivables from 
related parties, which are unchanged and have 
relatively low share 5.2% (5.1%) in the assets 
structure.  

According to sectors/activities of the consolidated 
companies, the largest share of the assets (64.5%) 
is included in the transportation activity (Union 
Ivkoni OOD). 

In the liabilities part, the equity increase (9.5% or 
BGN 1.7 million) is taking place within the group 
with a continuing decrease in non-controlling 
interest, which amounts to BGN 7.9 million as of 
the end of 2017 (BGN 12.0 million as of 
31.12.2016 and BGN 39.8 million a year earlier). 
The amount of the accumulated non-distributed 
profit reached BGN 16.4 million, and at the regular 
GAM held on 30.06.2018 is decided not to 
distribute dividends to the shareholders of 
Synthetica“ AD for the year 2017.  

In the period under review, the liabilities on bank 
loans on a consolidated basis are increasing by 
34.7% (BGN 6.8 million), while repayment of a 
financing from the group is carried out at the 
amount of BGN 4.3 million. To a slight extent 
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(2.6%) the amount of trade and other liabilities 
increases. In 2017, the companies in the structure 
of the holding refinanced their credit lines at 
improved interest rates and Union Ivkoni OOD 
even increased the amount of utilized loans for the 
purpose of investing in tangible fixed assets for its 
main activity. The overall increase in credit 
dependence, under conditions of declining 
earnings and the financial result, has a negative 
impact on the credit rating of „Synthetica“ AD.  

In the period under review a characteristic feature 
is retained, all receivables and payables from and 
to related parties are formed on the basis of 
contracted loans. In 2017, almost all debt amount 
is repaid and receivables rose by 3.6%. The 
retrospective changes are presented in the 
following figure.  

 

The review period is characterized by a continuing 
significant decrease in income (and expenses), to 
a great extent due to the exit of Plastchim T AD 
from the group of the rated holding company. 
When comparing the changes in the period 2015-
2017, excluding the impact of the results for the 
company for 2015 and 2016, an income volatility, 
is observed with a minimum growth in the last year 
of 1.2%, with a constant decrease in expenses - by 
3.0% (BGN 1 543 thousand) in 2017 and 9.0% 
(BGN 5 085 thousand) in 2016. These positive 
changes, in the so-formed conditional result, show 
the ability of the rated company to develop 
positively after the sale of the most significant 
enterprise in its group.  

In the leading company for the holding, "Union 
Ivkoni" OOD, in 2017, a continuing downward 
trend is observed in income amounting at 2.0% 
(1.4% in 2016 and 7.2% in 2015), offset by a 

continuing higher cost reduction, with which the 
operating result, excluding depreciation costs, 
remains at the relatively good level of BGN 7.2 
million on an annual basis over the last three 
financial years. The net financial result is improved 
(BGN 2 896 thousand, compared to BGN 2 634 
thousand in 2016), of which the income accrued to 
the majority shareholder amounts at BGN 1 477 
thousand (BGN 1 343 thousand). In the medium 
term, the company faces the challenge of seeking 
to increase its income to cover the expected 
significant increase in the costs of the new loans, 
without significantly affecting the profits made;  

“Etropal” AD reports increase in operating income 
by 11.3% and achieve an increase in the result of 
its main activity by 65.0%, reaching a profit of BGN 
429 thousand (BGN 260 thousand), excluding 
depreciation costs, the profit amounts at BGN 1 
030 thousand (BGN 874 thousand).  After 
accounting of the financial income and expenses, 
as well as the tax expenses, the company 
achieves a minimum positive net financial result of 
BGN 60 thousand (a loss of BGN 11 thousand in 
2016), of which BGN 49 thousand to be paid to the 
shareholders (a loss of BGN 6 thousand for the 
year 2016). 

In the review period, on a consolidated basis, the 
net profitability of income increase. Changes in the 
balance sheet structure lead to a further 
improvement in current liquidity but also to 
increased leverage. Coverage in interest payments 
is decreased, remaining at a very high level. 

On an individual basis, the significant decrease in 
total liabilities and the restructuring of the majority 
of them in long-term, as well as the fact that a large 
part of the company's receivables is on loans to 
related parties are factors that reduce the potential 
risks for liquidity difficulties in future periods. 

The levels of the financial indicators are stable, 
and indicate the good financial status of Synthetica 
AD and do not reveal risks for servicing credit and 
other liabilities. 

A positive factor is also the improved performance 
of the subsidiary Union Ivkoni, from which in the 
future (if the structure of shares remains 
unchanged) will depend, to the greatest extent, the 
assessment of “Synthetica” AD. 
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Main Financial Data:  

Individual Report 

Indicator 2017 2016 2015 2014 2013 

Assets 23 655 26 228 19 706 21 223 22 245 

Income 5 020 12 271 2 506 1 675 1 979 

Net Financial Result 3 825 9 604 664 268 -964 

Net Profitability 76.2% 78.3% 26.5% 16.0% -48.7% 

Equity Profitability 22.7% 73.8% 16.2% 6.5% -25.1% 

Financial Leverage 0.30 0.38 1.64 1.95 2.67 

Solvency Ratio 2.47 0.99 0.26 0.24 0.21 

Interest Coverage Ratio 9.23 12.16 1.71 1.32 0.61 

Current Liquidity Ratio 8.39 0.98 0.45 0.33 1.20 

Quick Liquidity Ratio 0.04 0.01 0.01 0.00 0.01 

Total Leverage 0.29 0.50 0.79 0.81 0.83 

 

Consolidated Report 

Indicator 2017 2016 2015 2014 2013 

Assets 73 070 72 796 192 226 207 087 148 744 

Income 50 651 145 744 261 044 220 425 152 743 

Net Financial Result 1 728 1 806 5 238 4 907 -1 985 

Net Profitability 3.41% 1.24% 2.01% 2.23% -1.30% 

Current Liquidity Ratio 1.27 1.03 0.96 0.87 0.99 

Quick Liquidity Ratio 0.01 0.11 0.06 0.03 0.05 

Total Leverage  0.62 0.59 0.63 0.71 0.68 

Financial Leverage 1.41 1.09 2.38 2.86 2.62 

Interest Coverage Ratio 2.77 2.97 3.17 3.15 0.81 

 
Rating History: 

CREDIT RATING Initial Rating Monitoring Update Update 

Date of Rating Committee: 30.06.2016 05.07.2016 06.01.2017 16.05.2017 

Publication Date: 01.07.2017 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 
     

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

Outlook:   stable stable 

National-scale Short-term 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 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 – see (https://www.bcra-bg.com/files/rating_republic-of-
bulgaria_sept_2014_bg.pdf). 
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