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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.  

„BCRA – Credit Rating Agency”  (BCRA) 
assigns the following ratings to Municipality of 
Pomorie as follows: 

 Long-term credit rating ВВ+, outlook: 
negative, short-term credit rating В; 

 National-scale long-term rating А- (BG), 
outlook: negative, national-scale short-
term rating А-1 (BG). 

When assigning ratings to municipalities, 
BCRA applies the officially adopted 
Methodology for assigning credit ratings to 
municipalities (http://www.bcra-
bg.com/files/file_319.pdf). 

BCRA uses information provided by the rated 
municipality, Ministry of Finance, National 
Statistical Institute, National Employment Agency, 
its own database, consultants and other sources of 
public information in order to elaborate the credit 
report and to assign the credit rating.  

During 2015, the economy of the country reported 
a 3.6% real growth – the highest value after the 
financial crisis, as the major growth factors are 
export of commodities and services and growth in 
final consumption. The marked growth in GDP was 
twice higher than the achieved for the last two 
years (1.6% in 2014, 1.3% in 2013). In the first half 
of 2016, there was an increase in importance of 
the domestic consumption for economic growth.  

The FIF (foreign investment flow) reached 3.7% of 
GDP after hesitations of about 3.1%-3.3% over the 
last three years. A significant increase in the 
reinvested profit after the last year, and in 
investments in the share capital was observed. 
The investors, however, remained cautious as the 
levels of investments remained considerably lower 
compared to the years before the crisis. For the 
first half of 2016, the foreign investments reduced 
slightly compared to the same period of the last 
year – declined to 2.0% of GDP (2.1% of GDP as 
of Q2 2015). 

The favourable changes in the labour market 
remained the same – unemployment rate (as well 
as continuous unemployment rate as a percent of 
the active population) maintained their downtrend 
after 2013. In 2015, the average unemployment 
rate was 9.2% (11.5% in 2014). 

Since early 2014, deflationary processes have 
been detected and reached their peak in early 
2015 and remained the same at the end of the 
year. According to the EC spring forecast, there 
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will be deflation in 2016 as well, as the expected 
price level change is about -0.7% at the end of the 
year. EC foresees the factors causing a decline in 
the price level to be removed, and in 2017 the 
country to shift to a situation of low inflation. 

The 2014 banking system events led to the 
emergence of a potential threat to banking 
institutions to deepen the banking crisis and 
involvement of a larger number of participants in 
the sector. Despite the increased risk in the 
financial system raised by the removal of one of the 
main players and the risk of dropping the second, 
the banks in Bulgaria maintained its stability. The 
announced on 13.08.2016 results from the assets 
quality review and stress tests for stability of the 
banks in Bulgaria show that the banking sector is 
stable, well capitalized and public support to the 
banks with funds given by the public budget is not 
needed.  

The own revenues of municipalities in the country 
increased for fifth consecutive year in 2015; for this 
period the cumulative increase was 28.0%, and for 
the last year - 4.0%, compared to 3.7% for the 
previous year. During 2015, however, the uptrend 
was interrupted in total revenues, a decline of 5.6% 
was reported compared to 2014. A positive factor is 
the increase in the share of own revenues in total 
revenues, which, after 39.1% in 2013 and 38.0 % 
in 2014 reached 41.8% in 2015 and this is its 
highest level from 2003 to now. The uptrend 
remained the same, in revenues from taxes and 
local fees, as their rates were respectively 4.0% 
and 5.3% and exceeded the recorded for the past 
year (3.7% and 4.4%). 

After a growth of 15.3% in 2014, during the year 
after that the level of costs for local activities and 
extra financing of government activities remained 
almost unchanged (a growth below 1%). The 
maintenance costs have the largest share in their 
structure (47.6%) which marked an increase of 
4.8% on a yearly basis. 

After two consecutive years of reduction of the 
arrears of municipalities in the country, in 2015 
they grew again (19.2% on a yearly basis) and their 
amount reached 189.9 million BGN (159.3 million 
at the end of 2014). At the end of the third quarter 
of 2016, the arrears grew to 193.7 million BGN. 
The largest arrears were observed during this 
period with Municipality of Pernik (16.9 million 
BGN), Municipality of Sliven (15.3 million BGN), 

Municipality of Kardzhali (14.8 million BGN), 
Municipality of Velingrad (9.5 million BGN), 
Municipality of Varna (8.5 million BGN), 
Municipality of Dospat (6.0 million BGN). A decline 
was observed at the end of 2016, when the 
arrears reduced to 184 million BGN. 

In June 2016, amendments were adopted in the 
Law on public finances related to municipalities in 
a poor financial condition as the provisions of the 
law define a set of criteria for determining a 
municipality as a municipality with financial 
difficulties. Procedure for financial recovery of 
these municipalities and implementation of a 
recovery plan is planned, and possibility to support 
with a temporary government interest-free loan, 
whose parameters will be determined by the 
Minister of Finance. At present, the first two 
interest-free loans are granted – to Municipality of 
Pernik (4 million BGN) and Municipality of Belovo 
(2 million BGN), after their recovery plans have 
been approved. 

Unlike the past two years, in which the population 
of Municipality of Pomorie increased even with a 
minimum rate, in 2015, a decline of 0.54% was 
reported which was a bit lower than the decline 
rate of the population in the country (0.67%). The 
density of the population in the municipality 
remained without any changes compared to the 
past few years and a bit higher than the average 
for the country. Although slowly, the share of the 
working population in Pomorie continued to 
decrease reaching 61.6%, which is a bit over the 
average for the country (60.8%) for 2015. A 
positive factor remains the higher share of under 
working population in the municipality compared to 
the country. 

During 2015, the production of the companies in 
Municipality of Pomorie decreased for a second 
consecutive year. The highest is the decline in the 
construction industry – 71.9%, which in the past 
few years is dominant, and during 2015 its 
production is barely 10.7% of the overall 
production. The production of the sector of real 
estates also reduced substantially – 53.0%. The 
investments in FTA of the companies decreased 
for a fourth consecutive year in 2015. The 
cumulative decline for this period is 58.2%, and 
only for the past year – 40.6%. The decline in 
2015 was exceptionally in line of the construction 
sector where the drop was 86.5%. With exception 
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of 2014, the companies in the municipalities 
generated aggregate loss as in the last year the 
loss in the last year was in the amount of nearly 15 
million BGN. 

During 2016, Municipality of Pomorie reported a 
negative operating result in the amount of 1 988 
thousand BGN, as this is the most unfavourable 
value from 2003 to now.  At the same time, a 
relatively large capital subsidy and reduced capital 
expenditures determine the positive result from 
investment activity whose absolute value exceeded 
the operating result as a result of which the net 
cash flow is positive. 

The municipal own revenues over the last year 
remained without any substantial change (a growth 
below 1% compared to 2015). A positive factor is 
the increase of tax incomes (25.4% on a yearly 
basis) with regard to three main articles – real 
estate tax, vehicle tax and acquisition property tax.  

The non-tax revenues decreased by 11.2% but the 
decline is determined exclusively by the revenues 
from sale of municipal property which is not 
assessed negatively with view of the irregular and 
accidental character of the source of income. The 
main article in non-tax incomes remain the incomes 
from taxes with a share of 59.1% (42.9% in 2015), 
which reported a growth of 22.4% on a yearly 
basis. Their structure is dominated by domestic 
waste tax, and the revenues from the tax increased 
by 25.2%. 

At the end of 2016, Municipality of Pomorie 
reported arrears in the amount of 1 560 thousand 
BGN. A year earlier the volume of arrears was 2 
463 thousand BGN. 

Costs for local activities and extra financing of 
government activities of Municipality of Pomorie in  
2016 reported a decline of 4.9% with regard to 
capital ependitures which reduced substantially by  
59.0%, whereas the current costs reported a 
growth of 11.5%.1 In the structure of costs by 
functions were observed some changes. Leading 
were the public utility expenses whose share 

                                                
1 For 2015 from the sum of expenses on function „Residential 
construction, PCE and environmental protection” is excluded 
the sum under Paragraph 1901 „Payable taxes, fees, penalty 
interests and administrative sanctions“ with a negative mark, 
which is a reimbursed VAT on water project, since it strongly 
distort the expenditure structure. 

reduced by 7.2 p.p. to 41.0%. After a decline in 
their weight in 2015, in 2016, the share of costs for 
economic activities increased again reaching 
16.2%, as this article is second in importance over 
the last year. Third are ranked the costs for 
government services whose share increased from 
12.6% to 14.5%. 

The main article in the public utility expenses 
remained the maintenance of public cleanliness 
and waste with a share of 37.1%, which increased 
by 30.4%, in 2013 and 2014 reduced, and in 2015 
maintained its level of the past year.  Next in 
importance with a share of 26.2% are the current 
expenses for construction, repair and maintenance 
of the street network with which the increase 
during the last year was 8.9%.  

The capital expenditures with budgetary funds 
during the year are by 71.1% less than the 
realized in 2015, but their share – 840 thousand 
BGN – exceeded the reported in 2014 (607 
thousand BGN). 630 thousand BGN of them 
(75.0%) are related to construction and 
maintenance of the street network. 

In May 2016, the officially opening of a new fishing 
port was announced in Pomorie after the 
completion of the first phase of the project worth 
11 667 thousand BGN through 100% free financial 
aid, 75% of which are financed by the 
European Maritime and Fisheries Fund, and the 
rest 25 % – by the state budget.  

The current expenditure on culture continued to 
grow as the growth rate during the last year was 
12.7%. The municipality continued to allocate 
funds the most for sport facilities (57.7% of the 
current expenses on the function), as their size 
increased steadily from 2011 up to now reaching 
951 thousand BGN.  

By 10.8% on a yearly basis are increased the 
capital expenditures on the function, reaching 252 
thousand BGN. Substantially higher is the size of 
out budgetary funds, invested for culture. 449 
thousand BGN have been invested on 
construction and installation works on project 
„Provision of public access to cultural heritage and 
cultural products in the Municipality of Pomorie by 
opening up for visitors buildings with cultural and 
historical value  and developing new digital content 
in the field of cultural heritage". The project in 
practice is restoration of a building of old customs 
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and its transformation in a city gallery „Dechko 
Stoev“. It is in value of 407 thousand euro (100% 
free aid) through a financial mechanism of the 
European economic area. 

During 2016, the total capital programme scheme 
of the municipality substantially reduced in 
comparison with the last year, which marked the 
end of the previous programme period with 
completion of a range of key projects. The total 
capital expenditures of Pomorie in 2016 are 2.6 
mln. BGN, compared to 84.8 mln. BGN for 2015. 
The structure of their financing also has changed: 
if, during the last years it was strongly dominated 
by European projects and programmes with shares 
of 85.4% for 2014 and 95.5% for 2015, for 2016 the 
weight of European finance is 40.3%, and 26.5% of 
the investments are financed with own funds. 

BCRA makes a comparative analysis in two parts 
for Municipality of Pomorie as the first part includes 
a comparison by main financial indicators 
(calculated per capita) in comparison with the 
average for the country and a group of 
municipalities with similar population. In regard to 
total revenues and revenues for local activities per 
capita for 2015, Municipality of Pomorie has a 
rather unfavourable position while with own 
revenues and capital expenditures its levels outrun 
substantially the average for the two groups of 
municipalities. The second part of the comparative 
analysis compares the same indicators of the 
municipality compared to other municipalities, 
developing summer tourism as well as such 
developing winter tourism. The position of the 
municipality is prevailing unfavourable, but the 
geographical characteristics of Municipality of 
Pomorie should be taken into consideration – 
whose populated places are mostly of rural type 
and are located in the interior, without a sea outlet. 

During the period of updating, Mayor of 
Municipality of Pomorie is Mr. Ivan Aleksiev (PP 
GERB), elected at the local elections in autumn 
2015 as this was his second mandate.  

During 2016, Municipality of Pomorie reached a 
comparatively high collection of main sources of 
income: respectively, 72.76% domestic waste tax, 
73.10% real estate tax and 81.93% vehicle tax. 

BCRA makes a financial forecast of the 
municipality for the period 2017-2019. The results 
show that in development similar with the forecast 

Municipality of Pomorie will realize a negative 
operating result for the three years of the forecast 
period. Also, the negative result from financial 
activity should be added in consequence of 
payments on loans, as a result of which the free 
cash flow is also negative. 

The credit rating of Municipality of Pomorie could 
be influenced positively by a substantial increase 
of the result from operating activity, substantial 
reduction of overdue debts and increase of own 
revenues. Positive influence might cause the 
improvement in the condition of local economy 
(companies, performing activities in the 
municipality) production, investment costs, etc. 

On the other hand, deepening the trend for 
formation of negative operating results, increase of 
overdue debts and total leverage could lead to a 
downgrade of credit rating. 
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Main financial indicators in BGN: 

(BGN) 2016 2015 2014 

Incomes for local activities, 
incl. 

15 619 762 248 655 13 521 670 

Own incomes 12 344 355 12 289 081 11 782 588 

 - tax incomes 6 448 074 5 142 236 5 659 061 

 - non-tax incomes 5 896 281 7 283 792 6 729 977 

Subsidies and transfers for 
local activities  

3 275 407 -12 040 426 1 739 082 

Capital expenditures 1 511 173 3 682 772 2 973 382 

Operating result -1 988 305 -1 208 253 81 726 

Operating Result before 
taxes 

-1 760 366 -1 021 568 236 666 

Result from investment 
activity 

2 542 182 -587 058 -366 527 

Deficit/ Surplus for local 
activities 

553 877 -1 795 311 -284 801 

 
 
Resume of the Minutes of the Rating 
Committee: 

The members of the Rating Committee reviewed 
the credit rating report of Municipality of Pomorie 
and discussed the factors determining its credit 
rating. The substantial amount of the negative 
operating result, changes of the main revenue and 
expenditure indicators, as well as deterioration in 
the indicators of the companies in the municipality 
were noticed. On the other hand, the reduction of 
the overdue debts of the municipality was reported. 

Due to the specific risk profile of the municipality, 
as well as the condition of the general regulation of 
the municipalities in Bulgaria, the base rating was 
assigned at level ВВ+. The national-scale long-
term rating А- (BG) and short-term rating А-1 (BG) 
were assigned on the basis of the positioning of the 
rating characteristics of the municipality in a 
comparative aspect compared to the other 
municipalities in Bulgaria. 
 

 
 
 
 

 
 


