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BCRA -  CREDIT RATING AGENCY 

 

* 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 the 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) is the third 
qualified rating agency in the EU, registered under 
Regulation (EC) 1060/2009 of the European Parliament and 
of the Council. BCRA assigns credit ratings recognized 
throughout the EU, and are equal with the other ratings 
recognized by the European Securities and Markets 
Authority (ESMA), without any territorial or other limitations.  

At a session of the Rating Committee of BCRA, held on  

12.08.2021 a report of the review of the credit rating of 
Aksakovo municipality has been discussed. The 
session was run by D.Sc. (Econ.) Kiril Grigorov, in his 
capacity as a Chairman of the Rating Committee. 
Following a discussion on changes in the factors 
affecting the rating during the review period, the 
members of the Rating Committee took the following 
decision: 

BCRA – Credit Rating Agency (BCRA) affirms the 
following ratings of Aksakovo municipality: 

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

 Long-term national-scale rating: А (BG), 
outlook: stable, short-term national-scale 
rating: А-1 (BG). 

The officially adopted by BCRA Methodology for assigning of 
a Municipality rating has been used: 

https://www.bcra-
bg.com/files/Municipality_Methodology_2018_en.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_en.pdf  

 

The report has been prepared and the rating - assigned, 
based on information made available by the rated 
municipality, Ministry of Finance, National Statistical Institute, 
BCRA’ database, consultants and other public information 
sources. 
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Rating Factors Analysis 

The emergence of the COVID-19 pandemic worldwide 
has turned the issue into one of the main priorities to 
address in Bulgaria as well as in all its political and 
economic partners Due to the unprecedented crisis, the 
state is in an “emergency epidemic situation”, with the 
government taking a number of legislative measures to 
limit the negative economic consequences.  

The COVID-19 pandemic and the measures taken to 
limit the infection have adversely impacted the 
economic activity in the country. Preliminary data for 
2020 indicate a decline in Bulgaria's GDP of 4.2%, after 
an increase of 3.7%, achieved in 2019. A slowdown is 
observed in the dynamics of the indicators for 
household consumption, lending, the external sector, 
as well as in inflation processes. In 2020, the 
unemployment rate rose to 5.1% (from 4.2% a year 
earlier). However, the labour income maintains an 
upward trend, with the average monthly gross salary 
amounting to BGN 1,378 (EUR 709) in 2020.  

Bulgaria has entered the current crisis with a stable 
fiscal position, accumulated reserves, and low 
government debt. According to the preliminary data, of 
the Ministry of Finance, the projected CFP balance 
reached a deficit of BGN 3.5 bln or 3% of the projected 
GDP, following the government’s fiscal measures to 
support the most affected economic sectors. General 
government debt rose to 24.7% of GDP in September 
2020, together with the due to financing fiscal 
measures to overcome the crisis and the decline in 
GDP but remained low in a comparative aspect. 

In 2020, the Bulgarian Lev was included in the 
European Rate Mechanism II (ERM II), while the ECB 
commenced its direct supervision of five Bulgarian 
banks. Meanwhile, the banking sector remains stable, 
albeit with the economic shock. The capital adequacy 
and liquidity of banks are at high levels, supported by 
the steady growth of the deposit base and the anti-
crisis regulatory measures implemented by the BNB. 

Against this background, the municipalities in Bulgaria 
are expected to face serious financial and 
organizational challenges. 

The anti-crisis legislation of the government that came 
into force at the end of March 2020 did not provide for 
a change in the deadlines for payment and declaration 
of local taxes and fees but extended until June 30, 
2020, the deadline for using a 5% discount on 
prepayment of annual real estate or vehicles taxes. 
The municipalities have been allocated BGN 20 million 
to support social patronage used by nearly 43,000 

people before the crisis. At a later stage, the 
government decided to exempt taxi drivers from paying 
local taxes in 2020, and the state to cover the 
deficiencies in municipal budgets. 

The Council of Ministers also approved transfers to the 
municipal budgets of BGN 24.6 mln to cover the 
increased standards of the delegated activities for 
school and child healthcare, health offices and to 
increase the salaries of the employees in the social 
sphere. The funds were provided through restructuring 
of expenditures and/or the central budget transfers in 
2020. 

Despite the difficult situation, at the end of 2020, a 
slight annual increase in the coverage of the local 
activities’ costs by revenues is reported nationwide. At 
the end of the same period, on average for the country, 
the amount of debt as a percentage of planned 
revenues, total balancing subsidy and other transfers 
for local activities were almost unchanged compared to 
the same prior-year period. It should be taken into 
account that what was more essential was not the 
amount of debt but the properly planned and budgeted 
debt repayments.  

The municipalities’ investment activities (the share of 
investment expenditures to total expenditures) 
witnessed a decline on an annual basis; the average of 
the indicator was 11.28%, compared to 14.79% at the 
end of 2019. The number of municipalities that reached 
a share of capital expenditures higher than the average 
in the country at the end of 2020 was 131, compared to 
122 a year earlier. 

At the end of 2020, the overdue debt of the 
municipalities was BGN 127.8 mln, which is a 
significant decline of 25.6% compared to the end of 
2019, which, however, was calculated at a high basis. 

In the H1 of 2021, the Aksakovo municipality registered 
a positive operating result at the amount of BGN 1 273 
thou, which however is lower by 20.0% compared to 
the one registered in the corresponding period of 2020. 
At the same time, it significantly exceeds the results 
registered in the corresponding periods of 2019 and 
2018.  

Concerning the investment activity for the H1 of 2021, 
there is a surplus, unlike the previous comparable four 
periods. As a result, the net cash flow is positive in the 
historical aspect. 

Despite the serious situation due to the COVID-19 
pandemic, the municipality of Aksakovo managed to 
maintain positive most of key revenue items in the first 
half of 2020 compared to the corresponding period of 
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the previous year. The favourable dynamics is 
maintained in the H1 of 2021 when the own revenues 
reached BGN 5,348 thou, which is an annual growth of 
31.0%. The main tax items (real estate tax, vehicle tax 
and property acquisition tax) stood positive. Along with 
the tax revenues, there is an improvement in the 
revenues from fees. The municipal waste tax (share 
80.5%) increased by 19.3%. As reasons for the upward 
trend, the municipal management pointed out the 
efforts to improve the collection of due revenues from 
property taxes and municipal waste tax, the changed 
economic situation, as a result of the significantly 
bigger interest in buying real estate in the municipality. 
Finally, yet importantly, there are changes in real estate 
prices. 

After shrinking current expenditures in the first half of 
2020 on an annual basis, in the same period of 2021,  
Aksakovo reported an increase of 39.5%. As for the 
capital expenditures, their amount reached BGN 3,274 
thou, which is an annual increase of over 170%. 

Concerning overdue liabilities, it should be noted that at 
the end of 2020, they amounted to BGN 122,006 while 
six months later, they increased by 58.9% (BGN 
71,823) to BGN 193,829. 

Table №1 

 Jun-21 Jun-20 

 размер дял размер дял 

Own revenues 5,347,552 56.8% 4,082,163 72.0% 

Taxes 2,523,381 26.8% 1,851,403 32.6% 

Non-tax revenues 2,824,171 30.0% 2,230,760 39.3% 

Fees  1,534,238 16.3% 1,388,584 24.5% 

Income from property 186,502 2.0% 200,177 3.5% 

Real estate sales 520,117 5.5% 83,306 1.5% 

Fines, sanctions and penalty 
interest 

95,141 1.0% 78,641 1.4% 

Concessions  11,056 0.1% 3,600 0.1% 

Other  477,117 5.1% 476,452 8.4% 

Subsidies and transfers 4,061,808 43.2% 1,588,405 28.0% 

Total equalization subsidy 577,325 6.1% 546,700 9.6% 

Targeted subsidy for capital 
expenditures 

 0.0% 100,000 1.8% 

Transfers from/to state 
enterprise and other persons 
incl. in CFP 

 0.0% -67,814 -1.2% 

Other targeted transfers 1,989,429 21.1%  0.0% 

Reimbursed transfers  0.0%  0.0% 

Budget transfers  1,506,153 16.0% 1,011,201 17.8% 

Transfers between budgets 
and accounts for EU funds 

-11,099 n/a -1,682 0.0% 

ТTransfers from/to state 
enterprises included in the 
CFP 

 0.0%  0.0% 

Revenues for local activities 9,409,360 100.0% 5,670,568 100.0% 

Table №2 

 Jun-21 Jun-20 

 размер дял размер дял 

Current 
expenditures 

4,131,337 100.0% 2,961,335 100.0% 

Salaries  759,675 18.4% 419,498 14.2% 

Maintenance incl. 2,909,678 70.4% 2,209,559 74.6% 

   external services 1,616,122 39.1% 1,242,171 41.9% 

   materials 157,761 3.8% 113,030 3.8% 

   current repairs 609,575 14.8% 438,303 14.8% 

   Water, fuels and 
energy 

260,028 6.3% 232,100 7.8% 

Taxes, fees and 
administrative 
sanctions 

99,514 2.4% 78,467 2.6% 

Other  337,683 8.2% 235,549 8.0% 

Interests  24,787 0.6% 18,262 0.6% 

In the first half of 2021, there are some changes in the 
structure of expenditures, analysed by function, 
compared to the corresponding period of the previous 
year. Funds for public works (Residential construction, 
communal services and environmental protection) 
retained a dominant share (36.3%), but with less 
weight on an annual basis (45.6%). Unlike them, the 
weight of spending on economic activities and services 
was rising. The changes in the weight of the other 
functions are not significant, given their relatively small 
share. 

During the review period, a significant part of the 
implemented capital projects is focused on social 
activities. The capital program also includes the 
construction of sports grounds and sports 
infrastructure, rehabilitation of streets, construction of 
new kindergartens buildings. 

Table №3 

Function Jun-21 Jun-20 

General government services 17.5% 18.9% 

Defense and security 0.0% 0.5% 

Education 8.2% 5.0% 

Healthcare 0.5% 1.1% 

Social security, assistance and care 1.7% 2.6% 

Residential construction, communal 
services and environmental 
protection 

36.3% 45.6% 

Leisure, culture and religious 
activities. 

1.6% 2.8% 

Economic activities and services 33.9% 23.1% 

Expenses not classified in other 
functions 

0.3% 0.4% 
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 100.0% 100.0% 

According to the data published by the Ministry of 
Finance on the main indicators of the municipalities in 
the country for 2020, one can conclude that in 
comparative terms the municipality of Aksakovo 
generally preserves the good position compared to the 
average for the country and the group of municipalities 
with a similar population. Positive changes are 
observed in own municipal revenues per capita, the 
share of capital expenditures in total, coverage of 
expenditures for local activities with revenues. The 
position of the municipality is unfavourable in terms of 
the amount of debt as a percentage of planned 
revenues and equalization subsidy, as well as the 
average collection of motor vehicle tax and real estate 
tax. 

According to the last published data by NSI, the 
population of Bulgaria remains declining in 2020, 
albeit at a slighter pace compared to the past year. 
However, the growth of the population of Aksakovo 
municipality is remarkable: 8.74%. According to 
information from the management, several reasons for 
this dynamic are occurring, namely: the newly 
purchased real estate, the COVID-19 crisis, due to 
which many families have come back to the villages, 
properties have also been purchased in the villages. 
Another factor is the change of address registration. 

Eng. Atanas Stoilov (PP GERB) retains the post of 
mayor during the analysed period. 

 

 

Outlook 

 

The stable outlook of the ratings of Aksakovo 
Municipality reflects the opinion of BACR for the ability 
of the municipality to operate successfully in present 
conditions. 

 

Positive impact on the ratings could have the 
repayment of the overdue liabilities, the successful 
overcoming of the effects of the Covid crisis, and a 
significant increase in own revenues. 

 

A negative impact on the ratings could have the 
increase of overdue liabilities, a negative trend in the 
dynamics of own revenues, and the negative net cash 
flow. 

 

 

 

 

 

 

 

 

Summary of the Minutes of the Rating Committee 

On 12.08.2021 a session of the Rating Committee of BCRA – Credit Rating Agency AD (BACR) was held, 
at which the financial condition of the Aksakovo Municipality as of the end of June 2021 was discussed. The 
members noted the positive dynamics of own revenues, paying attention to the changes in the main 
revenue sources. The relatively favourable performance of the municipality in comparative terms was noted, 
emphasizing the positive change in the population. Finally, yet importantly, the increase in arrears on a six-
month basis has been marked. 
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Rating History 

Credit rating 
Initial rating 

04.02.2015 
25.02.2016 16.03.2017 29.03.2018 

Long-term rating: ВВ+ ВВВ- ВВВ- ВВВ- 

Outlook: stable stable stable stable 

Short-term rating: В А-3 А-3 А-3 

Long-term national-scale 
rating: 

А- (BG) А (BG) А (BG) А (BG) 

Outlook: stable stable stable stable 

Short-term national-scale 
rating: 

А-1 (BG) A-1 (BG) A-1 (BG) A-1 (BG) 

 

 

 
 

 

 
 


