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BULGARIAN CREDIT RATING AGENCY

 

Bulgarian Credit Rating Agency is the only 
Bulgarian agency listed as eligible by Financial 
Supervision Commission and its credit ratings 
are acknowledged for its aims equally with the 
international agencies  Moody’s, Standard & 
Poor’s and Fitch. Up to now BCRA has 
assigned credit ratings to nearly all leading 
insurance companies. In 2004 BCRA adapted 
rating methodology of creditworthiness of 
municipalities by ICRA (An associate of 
Moody’s Investors Service). 
 
Bulgarian Credit Rating Agency (BCRA) has 
affirmed the assigned long-term credit rating 
ВВВ, short-term credit rating а-3, and updated 
the outlook of Municipality of Teteven from 
positive to stable. The officially adopted 
methodology for awarding of a credit rating of 
municipality by BCRA is used 
(http://www.bcra-bg.com/files/file_67.pdf). 
To elaborate the credit report and to assign 
the credit rating is used information from the 
rated municipality, Ministry of Finance, NSI, 
National Employment Agency, database of 
BCRA, consultants and other sources of public 
information. 
 
As a whole in 2008 municipalities marked 
improvement of the rendered results although 
it is lower than the last year. The own incomes 
keeps the increasing trend, but the growth for 
2008 is just about 7 % (compared to 35 % in 
the last year). For first time during this period 
the municipalities marked annual drop in the 
sales property incomes. This is an indicator for 

decreasing of their dependence on this source 
of incomes which is not presented as a 
constant income.  
There is also a continuing growth of capital 
expenses invested by municipalities, within 
29% compared to last year, as the amount of 
investments still remains insufficient for 
realization of their investing programmes.  
On basis of the trends in the financial condition 
and legal regulation of municipalities, global 
economical crisis as well which affects on their 
financial condition, we consider, that the overall 
system risk related to their activity increased to 
moderate.  
The population of municipality goes on 
decreasing in 2008 as well but with slower rate, 
similar to the average of the country. In 2007 
the realized production of the municipality 
marked a growth of ~13% and reached ~84 
millions leva. The processing industry with a 
share of 71 % remains the leading branch. 
Positively we assess the high growth of 
investments expenses made by the companies 
in the Municipality of Teteven which is about 
triple in 2007. BCRA retains the risk, arising 
from external factors, moderate. 
Municipality of Teteven marks a positive result 
of operating activity, even though it is lower 
compared to the last year which amounts to 
416 thousand leva. The own incomes mark 
insignificant growth of ~4% mainly in respect of 
tax incomes, as a main item remains the tax on 
buying property with a share over 50% in the 
tax incomes. The main types of municipal taxes 
mark a regular growth, as the garbage tax has 
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the highest share with incomes come up to 
639 thousand leva.  
Within the maintenance expenses of the 
municipality an increase is observed for nearly 
all items. However, there is a drop in capital 
expenses, after the significant growth during 
the past few years. 
Regarding the expenses by functions the 
expenses for educational activities marked the 
highest increase /three times/ on a yearly 
basis, mainly in respect of the investments. 
Main item remains the function Residential 
construction, Living communal economy and 
Environmental Protection, even though less 
capital resources were invested in the past 
year (compared to the enormous capital 
programme, implemented in the past year).  
Comparatively the trend total incomes of 
Municipality of Teteven to drop behind is kept 
(although insignificantly) from the average for 
the country, as well as for the group of 
municipalities with similar amount of 
population. The incomes generated by local 
activities come up to the average for both 
excerpts. Positively we assess the increase of 
educational expenses per capita of the 
population, which surpass the average for both 
excerpts under review. 
BCRA retains moderate risk from the overall 
financial condition of the municipality. 
During the period of rating observation local 
elections are not held and mayor of 
Municipality of Teteven is still Nikolay Pavlov, 
elected in 2007. There aren’t significant 
changes in the structure of public 
administration, as well as in the informational 
system of municipality. 
BCRA retains its assessment for municipal 
management as very good which 
predetermines low risk. 
Financial forecast for period 2009-2011 is 
made up. Assuming that the municipality will 
realize positive value of operating activity 
result in 2009, which is sufficient to make the 
payments on credit granted. During the next 
two years, however, in accordance with the 
forecast, the municipality realized deficit of 
operating activity, which along with the 
payments on the debt in 2010, are paid off by 
bank accounts. During the last year they are 

not sufficient to pay off the deficit leading to 
negative values of accounts balances. It is 
necessary to bear in mind that parts of items of 
revenue are forecasted conservatively and 
there is a potential reserve for generating 
higher incomes. 
BCRA considers that the municipality will be 
characterized with insufficient creditworthiness 
in medium-term aspect. 
 
Main financial indicators in BGN 
 

(leva) 2006 2007 2008 
Total incomes 9 153 979 11 090 867 13 959 906 
Local activities incomes without 
financing the deficit  

4 093 226 4 865 700 5 910 218 

Own incomes 2 875 429 3 447 654 3 574 509 
 - tax incomes 432 803 899 985 1 009 669 
 - non-tax incomes 2 442 626 2 547 669 2 564 840 
 - Local activities subsidies and 
transfers 

1 217 797 1 418 046 2 335 709 

Capital expenses 1 624 187 3 391 248 2 289 236 
Operating result 287 643 917 227 415 994 
Local activities deficit/surplus  -138 696 -1 305 908 -130 371 
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