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BCRA – CREDIT RATING AGENCY 

 

BCRA – CREDIT RATING AGENCY (BCRA) is the 
third qualified rating agency in EU, registered under 
Regulation 1060/2009 of the European Parliament 
and of the European Council. The credit ratings, 
assigned by BCRA, are recognized in the whole EU 
and are entirely equal with the other ratings, 
recognized by European Securities and Markets 
Authority (ESMA), without any territorial or other 
restrictions. The rating scale of BCRA coincides with 
the scale of Standard & Poor’s. 

BCRA assigns the long-term claims paying 
ability rating iАА to ZAD „Energy” AD and short-
term rating a-1+ (outlook: stable). The officially 
adopted methodology for assignment of claims 
paying ability rating to insurance companies is 
used by BCRA (http://www.bcra-
bg.com/files/file_202.pdf). 

 To elaborate the credit report and to award the 
credit rating, BCRA uses information from the rated 
insurance company, FSC, National Statistical 
Institute, BCRA`s database, consultants and other 
sources of public information.  
To the middle of 2008 the overall economic 
environment in Bulgaria, the intensified economic 
growth rate and comparatively high profitability of the 
population reflected favourably on the development 
of insurance business in Bulgaria, as its growth 
anticipated considerably the growth of Gross 
Domestic Product. Еven in the third quarter of 2008 
the negative effects of economic crisis began 
showing. General insurance sector closed the year 
with negative net financial result completely in line of 
the result from insurance activity. The profit from 
investment activity contracted to 61.5% year on year 
compared to growth of 16.3% of the investment 
assets. In 2009 the decrease of registered Gross 
Premium Income1 

of the general insurance was 

                                                 
1 On the basis of direct insurance. 

6.1%. As of the end of 2010 there was a decline of 
5.1% in the premium income and net financial loss in 
the amount of BGN 16 385 thousand.  

As of the moment of assignment of the rating the 
general insurance market in Bulgaria is 
characterized with: 
 High market concentration; 
 Dominating role of road vehicles insurances in the 

insurance portfolio; 
 The descending trend is kept in Gross Direct 

Premium; 
As of the end of the nine-month period of 2011, 

the sector realized a profit from insurance activity 
and positive net financial result. 

ZAD „Energy” is registered in Sofia City Court in 
1993. The property insurance occupies a main share 
in its activity. The clients portfolio includes the 
biggest thermal and hydro power plants in Bulgaria, 
Nuclear Power Plant Kozloduy, the complete high 
voltage electrical network of Bulgaria, numerous 
electricity repair companies, some of the central 
heating companies, as well as some coal mining 
entities and numerous other industrial sites.  

As of the end of 2011 the shareholding capital 
was in the amount of BGN 18 000 thousand. Major 
owner of the company is „Allianz Bulgaria Holding” 
AD – a major property of Australian „Allianz New 
Europe Holding”, which is an entirely property of 
Allianz SE Munich, part of Allianz Group. The 
presence of financial strong final shareholder, with 
strong positions at the international market and 
accumulated considerable know-how is a 
competitive advantage for the rated company. 
Natsionalna Elektricheska kompania EAD (NEK 
EAD) possesses 42% in ZAD “Energy” AD.  

ZAD „Energy” has an one-level management 
system and is managed by Board of directors. 

For the period 2006-2010 the company 
registered a cummulative growth of GPI by 11.2%, 

http://www.bcra-bg.com/files/file_202.pdf
http://www.bcra-bg.com/files/file_202.pdf
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while in the sector2 the increase is 31.2%. The nine-
month period of 2011 is characterized with 
improvement of the results: the company realized an 
annual growth of 9.4% (by a 0.2% decrease in the 
sector). As of 09.2011 ZAD „Energy” held a 3.1% 
market share. The structure of the insurance portfolio 
is dominated by „Fire and natural disasters” - 92%-
95% of total GPI, generated during the period 2006 – 
2011. The company increased its market share on 
this insurance to 2009, when held a share of 30.7% 
of total GPI by this product. During the next year 
decline was reported to 25.2%, and during the nine-
month period of 2011 – to 21.9%, it kept its leading 
position though the decline. The company has low 
claims ratio, which during the period 2007-2010 
varied in comparatively narrow bounderies: gross 
between  5.1% and 7.6%, and net – between 6.5% 
and 9.9%. Higher values were registered in 2011, 
when Gross Claims Ratio reached to 16.48%, 
whereas net  – 23.50%, but though the increase they 
remained much lower compared to the average for 
the sector. Net Commission Ratio is at exclusively 
low levels – within the reported period its values 
varied between 0.4% and 1.6% (with an average 
level of the other leading companies a little below 
23%), as the low values of the commission expenses 
are determined, to a great extent, by the small 
number of contracts. During the analyzed period the 
company maintained a higher level of expense ratio 
compared to the reference group – average a little 
over 32% compared to ~22% for the group, which is 
due, to a great extent, of considerably big by size 
returned premiums due to low claims, registered as 
expenses. ZAD „Energy” maintain very low values of 
Combined Expense Ratio – an indicator that the 
company realizes a considerable profit from 
insurance value. 

The company keeps relatively high levels of 
retention, which corresponds to its profile and 
comparatively low levels of claims. The company 
ceded a part of the risks, which register in order to 
control its exposures to losses and to protect its 
capital resources. The company keeps the principles 
and rules defined by Allianz SE about selling of re-
insurance contracts, as during the whole analyzed 
period it follows the requirement for a minimum  
rating of reinsurers not lower than А (Standard & 
Poor’s). 

The management of the financial assets of ZAD 
„Energy” AD is commited to POD „Allianz Bulgaria” 
AD. As a whole, the selected method in the 

                                                 
2 Compared to Sector`s data, adjusted with data of the estimated 
company. 

investment activity is conservative, though during the 
whole analyzed period the total share of high liquid 
assets (government securities + bank deposits) in 
the portfolio of the company is sensitively lower than 
the average for the other insurance companies3. In 
the structure of the investment assets there were no 
shares out of the participation in the companies from 
Allianz Bulgaria Holding, whereas the share of the 
corporate bonds is inessential. During the whole  
period the investment income of the company was 
formed mainly by interests and coupon payments  
and it is slightly dependent by the reestimation of 
assets, which is a positive factor from the viewpoint 
of stability of incomes from investment activity. On 
the other side, conservatively structured company 
portfolio determine comparatively stable profitability,  
though lower during all the reviewed years compared 
to the average for the other general insurance 
companies.  The portfolio of assets for coverage of 
the technical reserves of the rated company is 
formed in accordance with the requirements of 
Insurance Code for diversification of investments. 

For the period 2007-2011 Gross Premium Income 
of ZAD „Energy” AD increased cummulatively by 
6.5%, whereas Net Earned Income - с 4.4%. In 2011 
the company increased the sum of the registered 
premiums by 8.6%4, but due to increase of the  
ceded premiums to re-insurancers Net Earned 
Income decreased by 11.6%; 

In the period 2007-2009 ZAD „Energy” AD gained 
an increasing and very high financial result and 
return on equity. In 2010 as a result of decreased 
Net Earned Income the company registered a 
minimum decline in the profit (0.4%), whereas the 
result for the whole general insurance sector, 
adjusted with the sum of the profit of the rating 
company, is loss of BGN 40 307 thousand. In 2011 
the company registered a decline in the profit by 
0.9%; 

As of 09.2011 net profitability of the company was  
61.1%, whereas the sector reached to nearly 5.0%. 
ZAD „Energy“ achieved significantly higher net 

                                                 
3 Considerable part of the portfolio is a loan granted by the bank. 
Due to the high credit rating of the bank and the fact that the size 
of the investments of ZAD „Energy” AD exceeded many times  
the size of the technical reserves, we don’t examine the lower 
share of these assets as a source of risk for the company`s 
state. 

 
 
4By preliminary data for 2011 in the sector of general insurance 
there is a 1.1% decline. 
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profitability compared to the average during the 
whole reviewed period.  

  The company kept a high result from insurance 
activity during the analyzed period. 

For period 2007-2011 there was no change in 
the registered and paid-in capital. ZAD „Energy” 
distributed dividents every year and company`s 
equity remained comparatively unchanged – a 
cummulative increase of 6.4% is available in line of 
reserves. The actual solvency of the company 
exceeded highly the solvency boundary. Operating 
and financial leverage of ZAD „Energy” registered 
significantly lower values compared to the average 
for the group of leading insurers, as well as for the 
adjusted sector, which is a positive factor, with view 
of the existing lower risk in the company activity. 
ZAD „Energy” keep high liquidity, as the values, 
taken by the both liquidity indicators during the whole 
reported period are repeatedly higher than the 
average for the other companies in the Sector. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Main financial indicators: 
 

Indicator / 
Year: 2011 2010 2009 2008 2007 
Gross 
Premium  
Income (BGN 
thousand): 56 230 51 766 67 226 57 799 52 784 

Annual change 8.60% 
-

23.00% 16.30% 9.50%           -       

Net Premium 
Income (BGN 
thousand): 38 451 43 494 51 261 43 351 36 824 

Annual change 
-

11.60% 
-

15.20% 18.30% 17.70%           -       
Net profit 
(BGN 
thousand 23 714 23 922 24 015 20 695 20 655 

Result from 
insurance 
activity 14 267 24 268 30 990 24 400 19 883 

Gross Claims 
Ratio 16% 8% 5% 7% 6% 

Net Claims 
Ratio 24% 10% 7% 9% 8% 

Expense Ratio 38.20% 33.90% 32.40% 33.70% 37.30% 

Commission 
Ratio 1.10% 0.80% 0.40% 0.80% 1.10% 

Combined Ratio 62.90% 44.20% 39.50% 43.70% 46.00% 

Operating 
Leverage 70% 79% 95% 84% 72% 

Financial 
Leverage 43% 29% 28% 25% 21% 

Liquidity Ratio 5.00% 20.50% 17.10% 7.00% 4.90% 

Return on 
equity 51.42% 50.23% 52.43% 48.24% 48.69% 

 
As a whole the company is characterized with an 

excellent financial shape. During the analyzed period  
(2007-2011г.) the main financial indicators of the 
company retained comparatively stable, whereas 
their values were much better than the average for 
the formed reference group, as well as from the 
average for the general insurance sector. 

 


