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Credit rating of Municipality of Varna* 

Date of Rating Committee: 10.01.2019 06.06.2019 28.05.2020 

Date of Publication: 11.01.2019 07.06.2019 29.05.2020 

Long-term credit rating: ВВВ ВВВ ВВВ 

Outlook: Stable Stable Stable 

Short-term rating: А-3 А-3 А-3 

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

Outlook: Stable Stable Stable 

Short-term national-scale rating: А-1+ (BG) А-1+ (BG) А-1+ (BG) 
*Notes: 
1) To become familiar with the full rating history, please see the chart at the bottom of the document; 
2) 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; 
3) During the last 2 years, BCRA Credit Rating Agency AD has not provided ancillary services to the rated entity or a related third party 

  
BCRA – CREDIT RATING AGENCY 

 

 

BCRA – CREDIT RATING AGENCY AD (BCRA) is the 
third fully recognized rating agency in the EU, registered 
pursuant to Regulation No. 1060/2009 of the European 
Parliament and the Council. The credit ratings, assigned 
by the BCRA are valid throughout the EU and are fully 
equal to those, of the other agencies, recognized by the 
European Securities and Markets Authorities, without 
any territorial or other limitations.  

 

At a session held on 28.05.2020, the Rating 
Committee of BCRA discussed a report of the 
review of the rating of Municipality of Varna. Dr 
Kiril Grigorov ran the session in his capacity of 
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 
following ratings to the Municipality of Varna:  

 Long-term credit rating ВВВ,  
Outlook: Stable,  
Short-term credit rating: А- 3;  

 Long-term national-scale rating: АА- (BG), 
Outlook: Stable,  
Short-term national-scale rating: А-1+ (BG). 

 

 

 

 

The officially adopted by BCRA Methodology 
for assigning of a credit rating to a municipality 
has been used:  

(https://www.bcra-
bg.com/files/Municipality_Methodology_2018_bg.pdf). 

 
The users of the rating can find information on the 
meaning of each rating category, including the 
definition of default in the published Global rating 
scale on the BCRA’s website:  
(https://www.bcra-bg.com/files/global_scale_bg.pdf ) 

 

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

 

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 

https://www.bcra-bg.com/files/Municipality_Methodology_2018_bg.pdf
https://www.bcra-bg.com/files/Municipality_Methodology_2018_bg.pdf
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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. 

The banking sector is stable and the capital 
adequacy is assessed as sufficient. The package 
of measures announced by the BNB for further 
strengthening the capital and liquidity of banks and 
the mechanisms for deferral of due liabilities is 
presented.  

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_bg.pdf 

 
 
The average share of municipal revenues in total 
revenues for the country decreased to 34.92% 
compared to 36.65% at the end of 2018. The 
number of municipalities that report a share of total 
revenues higher than the national average is again 
38, the same number as the one in the previous 
year. A similar trend is observed in the national 
average share of coverage of expenditures for 
local activities with revenues, which decreased to 
78.02% in 2019 from 82.38%. Sixty-four 

municipalities achieved a result above the national 
average (57 at the end of 2018). The average for 
the country level of the amount of debt as a 
percentage of the planned revenues and the 
planned equalization subsidy decreased to 48.91% 
(compared to 50.25% at the end of 2018).  

As of the end of 2019, there is a certain increase in 
investment activity (share of capital expenditures in 
the municipal budget) - 14.79%, compared to the 
data at the end of 2018 when the average value of 
the indicator for the country is 14.07%. The 
number of municipalities that have higher capital 
expenditures than the average national level at the 
end of 2019 is 122 or 10 more than the previous 
year.  

In 2017 and August 2018, eleven municipalities 
signed plans for financial rehabilitation under the 
Public Finance Act, namely: Pernik, Belovo, 
Teteven, September, Velingrad, Sliven, 
Sungurlare, Vidin, Mizia, Simitli and Stambolovo. 
They agreed on financial recovery goals that 
include revenue-maximizing and cost-cutting 
measures in the annual and medium-term, 
prepared based on an objective analysis of key 
financial indicators. 

The overdue liabilities of the municipalities stood at 
BGN 125.2 million in 2019 (As of the end of 2018 
they amounted at BGN 122.2 million, which is an 
increase of 2.4%).  
 
In 2019, the population number of the municipality 
of Varna declined slightly on an annual basis (-
0.06%), while in the previous three years it was 
positive. At the same time, the population of the 
country as a whole continues to maintain a 
downward trend, with significantly higher rates of 
decline (in absolute terms), and in the last year, it 
has been declining at almost the same rate as in 
2018.  

The population density of the municipality of Varna 
is almost unchanged in 2019, while the national 
average number declined insignificantly. 
 
In 2019, the share of the working-age population in 
the municipality of Varna remains almost 
unchanged compared to the previous year and 
slightly higher than the national average, which 
declined slightly. A positive factor is a fact that the 
share of the under-working age population in the 
municipality continues to increase to a certain 
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extent, and is preserving a positive value 
compared to the national average.  

In 2019, municipality of Varna registered operating 
result at the amount of BGN 24 949 thousand, a 
decline of 3.9% compared to the previous year and 
accounts for 15.2% of the revenues for local 
activities (14.3% for the last year). The result of 
investment activity is negative and amounts to 
BGN 74 338 thousand. The net cash flow for 2019 
is negative, amounting to BGN -49,440 thousand, 
and is covered to the greatest extent by deposits 
and funds on accounts, as well as bank loans. 

The own income of the Varna municipality exceeds 
the one from the previous year by 5.8% in 2019. A 
favourable factor is a relatively big share of their 
income in revenues for local activities (92.8%).  

In the analysed period the tax revenues increase 
by 6.2% compared to 2018, reaching BGN 88 427 
thousand. The tax on acquisition of real estate (an 
increase of 16.3%) is the main driver and its share 
in tax revenues accounts for 33.2%). As usual, in 
the last years, the revenues from the real estate 
tax have the highest share (35.8%), which, 
however, slightly decreased by 1.6%. 

The most significant item in non-tax revenues - 
fees, slightly increase of less than 1%. The 
municipal waste tax dominates with a share in the 
last year of 70.7%, a value almost the same as the 
one of the previous year. Dominant remains the 
municipal waste tax with a share in the last year of 
70.7% and a value almost identical to that realized 
in the previous year. The declining share of 
revenues from the sale of the property is estimated 
as a positive factor, which for the last year was 
3.7% (6.0% for 2018). In 2019, their amount is 
BGN 2,398 thousand, compared to BGN 3,856 
thousand for the previous year. 

In 2019, the municipality of Varna is preserving the 
upward trend of the current expenditures for local 
activities and co-financing with an annual increase 
of 7.3% (7.6% in 2018). The expenses for salaries 
and social security continue to follow an upward 
trend - 22.7% on an annual basis. Their share in 
current expenses is also increasing, reaching 
20.5%, compared to 17.9% in 2018. 

The amount of the ratio of debt payments to the 
average annual amount of own revenues together 
with the equalization subsidy for 2019 amounts to 
7.96%, while the requirement under the Public 
Finance Act is a maximum of 15%. 

The municipality of Varna continues to be 
characterized by a zero level of overdue liabilities 
both at the end of 2019 and at the end of February 
2020. 

In the review period, the investments in education 
are several times higher than in the previous few 
years. The funds invested in general education 
schools account for the largest share (66.4%, BGN 
5,608 thousand). The amount is relatively high in 
comparative chronological terms and several times 
exceeds the reported one in 2018. Next in 
importance are the capital expenditures for all-day 
kindergartens (33.5%), which are also several 
times compared to the previous year. 

In October 2019, the project "Construction of water 
supply and sewage infrastructure on the separate 
territory, served by" Water and Sewage - Varna 
Ltd." was launched. The goal of the project is for 
over 330,000 residents of the municipality to have 
access to a better quality water supply. 

The implementation of the project for 
reconstruction and modernization of the Golden 
Sands treatment plant is underway. It is financed 
under OP "Environment 2014-2020" to the value of 
about BGN 40 million. 

In 2019, the Municipality of Varna financed its 
capital program with 41.3% of funds under 
European programs. The share of investments with 
its funds is 8.4%. The total amount of the capital 
program for the year amounts to BGN 152,486 
thousand, which is an increase of 33.4% compared 
to the previous year.  

BCRA prepares a comparative analysis, which 
compares certain indicators per capita with the 
average for the country and group of 
municipalities, which are regional cities. A 
comparison with the municipality of Burgas as a 
municipality with a similar economic profile is also 
given. By all indicators, Varna exceeds the 
average for both groups. 

In the review period, Ivan Portnih is a mayor and 
this is his third mandate as such. His work is 
supported by seven deputy mayors.  

In 2019, the collection of the real estate tax and 
vehicle tax is 78.6%. 

BCRA prepares a financial forecast of the 
municipality for the period 2020-2022. The results 
show that in case of development similar to the 
forecasted one, Varna will realize a positive 
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operating result during the whole forecasted 
period. Free cash-flow is also positive.  

 

It should be noted, however, that the financial 
forecast is based to a great extent on the 
municipality's forecast, and therefore does not take 
into account the real outcome of the crisis caused 
by COVID-19, which could have a significant 
impact on the financial development of the 
municipality.  

 

As far as the rating of the Municipality of Varna is 
limited by the rating of Bulgaria, favourable 
influence on it could have a possible upgrade in 
the sovereign rating. 

The accumulation of overdue liabilities, as well as 
a significant increase in indebtedness, could harm 
the rating. A sharp decline in own revenues, as 
well as significant difficulties in the implementation 
of major infrastructure projects, could also 
negatively affect the rating. 

 
 
 
 
Main Financial Indicators 

(BGN) 2019 2018 2017 

Revenues for local activities, 
incl. 

163,930,798 181,271,775 223,573,445 

Own income: 152,198,576 143,868,211 143,068,364 

 - tax revenues 88,427,246 83,265,292 82,348,196 

 - non-tax revenues  63,771,330 60,602,919 60,720,168 

Subsidies and transfers for 
local activities 

11,732,222 37,403,564 80,505,081 

Capital expenditures 88,320,450 74,758,882 42,712,952 

Operating result 24,948,731 25,953,412 31,664,813 

Operating result before 
interests 

26,880,929 27,831,516 33,653,332 

Result from investment 
activity 

-74,388,280 -36,029,209 40,838,946 

Deficit / Surplus for local 
activities 

-49,439,549 -10,075,797 72,503,759 

 
 
 
 
 
 
 
 
 

 
Summary of the Minutes of the Rating 
Committee: 

The members of the Rating Committee discussed 
the grades of numerous credit rating factors 
included in the Model for grading and analysed in 
the Credit Rating Report.   

The members of the Committee considered the 
positive financial development of the Municipality 
of Varna, the large-scale capital program, the lack 
of overdue liabilities, the relatively high collection of 
the main taxes, as well as the favourable 
positioning of the municipality in a comparative 
aspect. 
 
The long-term national-scale rating АА- (BG) and 
the short-term А-1+ (BG) were assigned based on 
the position of the rating characteristics compared 
to the other municipalities in Bulgaria. 
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The ratings in the table are assigned under the previously used Methodology for assigning a credit rating to 
municipalities.  
 
The "under review" statuses are related to the entry into force of changes in the methodology and have 
affected all municipalities with an active rating at that time. The status was removed immediately after the 
review of the rating according to the updated methodology. 

 
 

  

CREDIT RATING OF MUNICIPALITY OF VARNA 

Date of Rating 
Committee: 

18.11.2014 03.06.2015 09.06.2016 15.06.2017 05.06.2018 14.12.2018 

Date of Publication: 19.11.2014 05.06.2015 10.06.2016 16.06.2017 08.06.2018 14.12.2018 

Long-term Credit 
Rating: 

ВВВ- ВВВ- ВВВ- ВВВ- ВВВ 
ВВВ 

(Under review) 

Outlook: Stable Stable Stable Stable Stable - 

Short-term Credit 
Rating: 

А-3 А-3 А-3 А-3 А-3 
А-3 

(Under review) 

Long-term National-
scale Rating: 

АА- (BG) АА (BG) АА (BG) АА- (BG) АА-(BG) 
АА-(BG) 

(Under review) 

Outlook: Stable Stable Stable Stable Stable - 

Short-term National-
scale Rating: 

A-1+ (BG) А-1+ (BG) А-1+ (BG) А-1+ (BG) А-1+ (BG) 
А-1+ (BG) 

(Under review) 

 

 

 

Credit rating of Municipality of Varna 

Date of Publication: 01.08.2011** 30.08.2012 10.05.2013 29.10.2013 25.07.2014 

Long-term Credit Rating: 
A- A- BBB+ BBB+ 

ВВВ+ 
(Under review) 

Outlook: Stable Stable В развитие Stable - 

Short-term Credit 
Rating: 

A-1 A-1 А-2 А-2 
А-3 

(Under review) 

**Initial rating 

 


