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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 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.  

During the update period the general insurance 
sector operates in unstable political and 
unfavourable economic environment. Significant 
deterioration of political climate is observed in the 
country. After the resignation of the government at 
the beginning of 2013, there is a risk the crisis to 
deepen also after the early parliamentary elections - 
in case the political parties are not able to build a 
stable government. 

Along with the deteriorating political situation in 
the country, there is a lack of significant positive 
changes in economic environment. During 2012 
Bulgaria's economy continued to be under the 
negative effects of the international financial and 
economic crises occurred in the period 2009 - 2012. 
Although real growth of GDP registered some, 
although a slight improvement, there is a steady 
upward trend in unemployment, a continuing decline 

in FDI and deterioration of business climate
1
. Along 

with that an adverse external influence is observed 
upon the prospects for recovery of Bulgaria`s 
economy - a drop in the EU`s economy, the main 
trading partner and prolonged recession in the 
Eurozone. 

The factors impeding the recovery of the general 
insurance sector still remain: yet the uncertain 
improvement of the Bulgarian economy and the 
weak economic activity, low domestic consumption 
and uncertainty related to the future income of 
households. At the end of the nine month period of 
2012 the downward trend in the realized gross 
premium income maintained and GPI on direct 
insurance decreased by 1.4% compared to the same 
period of the past year. The descending demand of 
insurance services leads to intensified competition 
between the companies as the leading companies 
continue losing a market share. Because of 
preserving the negative trend in the general 
insurance revenue in 2011 and with a slight increase 
of GDP, the value of insurance penetration continued 
decreasing. The value of insurance density also 
registered a decline. Despite the continuing decline 
in revenues as a result of measures taken by the 
insurance companies to optimize the costs and 
overall performance, as of the end of the nine month 
period of 2012 there is an improvement in the value 
of the main indicators of the insurance sector. A 
positive financial result of insurance activity is 
registered by maintaining income from investment 
activity at the levels of the nine month period of past 
year. As a result net financial result is also positive, 
by reporting a growth of 27.8% per annum. The car 
insurances continue dominating in the structure of 
general insurance portfolio with a relative share of 
over 70%. 

                                                 
1
 By data of NSI 
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During the update period no changes occurred in 
the size and structure of the share capital of ZAD 
"Energy". "Allianz Bulgaria Holding" remains the 
majority owner. In the management and 
organizational structure of the company no 
significant changes occurred. The company 
continues its work to improve the offered insurance 
products, structuring of optimal investment portfolio, 
increase of insurance penetration, the evaluation and 
reduction of insurance technical risk and liquidation 
of damages. During the past period no changes 
occurred in the branch network. 

ZAD "Energy" continues to maintain low claims 
ratio, by achieving much more favorable values than 
its direct competitors. Net combined ratio decreased 
compared to the same period of the past year, while 
its value remained much below the average for the 
competitive group. The expense ratio does not 
change significantly and continues to be higher than 
the average for the reference group, which is due to 
the returned premiums due to low claims. In 2011, as 
a result of a single occurrence, combined expense 
ratio increased abruptly, at the end of 2012 it had a 
value close to the average in historical aspect. It is 
much lower than the average for the reference 
group, which is a favorable factor from rating point of 
view. 

During the past period there were no significant 
changes in the company's reinsurance policy.  The 
necessity, the size of reinsurance coverage and 
retention in various reinsurance contracts of ZAD 
"Energy" were in accordance with the financial 
capacity of the company, the principles and rules set 
by Allianz Group to provide a quality reinsurance 
program (including the statutory security list provided 
for the implementation from Allianz Munich, in which 
the required minimum rating for a reinsurer is A by 
the scale of S & P). Due to the limited capacity at 
domestic reinsurance market, the company 
implements reinsurance on international level by 
selling part of the taken risks on the London 
reinsurance market and in "Allianz Group". 

During the analyzed period in portfolio formation to 
cover the technical reserves of ZAD "Energy" AD the 
regulatory requirements are respected. The selected 
approach in investment activity remains 
conservative. PAC "Allianz Bulgaria" AD continues 
doing the management of financial assets. As of the 
nine month period of 2012 the investment portfolio of 
the rated company decreased by 8.5% per annum.  
Its structure is modified in comparison to the same 
period of the past year, the share of highly liquid 
assets increased to 82.8% and was significantly 
higher than the average share for the other 

companies in the sector. The increase is in line of 
the transformation of subordinated debt in bank 
deposits and government securities. At the end of 
2012 the decrease in the volume of investment 
portfolio was 1.0% compared to 2011, and the share 
of highly liquid assets increased to 84.3%. The 
investment income of the company continues to be 
formed mainly from interests and coupon payments 
and is weakly dependent on the revaluation of 
assets, which is a positive factor from point of view of 
the stability of income from investments. The 
achieved profitability of the investment portfolio at 
the end of the nine month period of 2012 (4.5%) is 
higher as compared to the same period of the past 
year (3.8%), as well as from the average for other 
companies in the sector (4.2%). ZAD "Energy" AD 
realized net income from investment activity in 2012 
and profitability of the portfolio remainеd at last 
year's levels. Assessing the risk from investment 
activity of the rated entity, we should have in 
consideration the weak dependence of net financial 
result from the achieved investment profitability. 

In 2012 gross premium income of ZAD"Energy" 
AD increased by 2.5%

2
, and net earned income - by 

8.5%. Claims ratio remains extremely low. The 
company continues to maintain a high result of 
insurance activity which increased by 65.6% in 2012.  
A slight decline of the profit (-1.3%) was registered, 
which is far behind compared to the average 
reduction of other companies in the sector (-9.2%).  
The company forms 48.1% out of total net financial 
result reported by the sector at the end of 2012

3
. 

ZAD „Energy” retains significantly higher net 
profitability than the average for the sector. As of 
09.2012 it was 66.4%, while the adjusted sector with 
data of rating company reached only 4.5%.  During 
the analyzed period no change in the registered and 
paid-in capital of the company. The actual solvency 
of the company continues exceeding highly the 
solvency margin. The coverage ratio increases its 
value compared to the past year due to both 
increase of actual margin and decrease of of 
solvency margin. Both operating and financial 
leverage of the company maintain significantly lower 
values than the average for the group of leading 
insurers, as well as for the adjusted sector. ZAD 
"Energy" AD is characterized with a very high 
liquidity. The values taken by both liquidity indicators 
increased compared to the past year and are 

                                                 
2
 By preliminary data of FSC, in 2012 there is an overall decline 

of  2.1% in the general insurance sector  
3
 By preliminary data of FSC for 2012 
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multiple times higher than the average for other 
companies in the sector. 

 
 

Main Financial Indicators: 
 

Indicator / Year: 2012 2011 2010 

Gross Premium  Income 
(thousand leva) 57 646  56 230 51 766 

Annual change 2.5% 8.6% -23.0% 

Net Premium Income (BGN 
thousand): 41 706  38 451 43 494 

Annual change 8.5% -11.6% -15.2% 

Net profit (BGN thousand) 23 405  23 714 23 922 

Result from insurance 
activity 23 625  14 267 24 268 

Gross Claims Ratio 5% 16% 8% 

Net Claims Ratio 8% 24% 10% 

Expense Ratio 35.2% 38.2% 33.9% 

Commission Ratio 0.7% 1.1% 0.8% 

Combined Ratio 43.4% 62.9% 44.2% 

Operating Leverage 70% 70% 79% 

Financial Leverage 39% 43% 29% 

Liquidity Ratio of Technical 
Reserves 254% 175% 253% 

Liquidity Ratio of reserves 
for upcoming payments 485% 332% 746% 

 
The company is characterized with an excellent 

financial status. The values of the basic financial 
indicators are much better compared to the average 
for the formed reference group, as well as from the 
average for the general insurance sector. 


