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BCRA -  CREDIT RATING AGENCY 

 

BCRA – CREDIT RATING AGENCY (BCRA) is the 
third qualified rating agency in the EU, registered 
under Regulation 1060/2009 of the European 
Parliament and of the Council. The credit ratings, 
assigned by BCRA, are recognized throughout the 
EU and are entirely equal with other ratings, 
recognized by the European Securities and Markets 
Authority (ESMA), without any territorial or other 
restrictions. 
 
BCRA assigns to ZAD „Energy” AD the long-term 
claims paying ability rating iАА and short-term a-
1+ (outlook: stable). The officially adopted 
methodology by BCRA for assigning claims paying 
ability rating is used: (http://www.bcra-
bg.com/files/file_202.pdf). 

To elaborate the rating report and assign the 
rating, information is used from the assessed 
insurance company, the Supervision Financial 
Commission, the National Statistical Institution, 
database of BCRA, consultants and other sources of 
public information.  

In 2013 GDP of Bulgaria reported a slight growth 
(a real annual change rate of 0.9%), as compared to 
2012 the growth rate registered some acceleration 
(0.3 p.p.). The growth is due to the export, while the 
domestic consumption shrank on an annual basis 
due to the lower consumption of the households. The 
inflation marked a considerable drop – up to 0.4% 
(2.3% at the end of the previous year), as since 
August 2013 deflation is reported every month based 
on the same month of 2012. 

In the period 2012-2013 the sector of general 
insurance operated in an economic environment 
which is not favourable as a result of the global crisis 
upon the economy of Bulgaria. In despite of this the 
sector shows signs of recovery – the stable 
downtrend is discontinued in Gross Premium Income 
for the last years and an increase in income, a 
positive technical result is reported, and net profit 
increased in comparison to the last year. The major 

factors impeding the development of the general 
insurance companies remain as follows: still 
uncertain recovery of the Bulgaria’s economy from 
the crisis, as well as the low economic activity and 
reduced domestic consumption. The sector retains 
its high growth potential with a view of the low levels 
of insurance density and penetration. Despite the 
increase of the number of the companies, the market 
concentration remains high. The car insurances with 
a share of ~70% coninue to take the main share in 
the aggregated insurance portfolio.  

In the period of update there were no changes 
occurred in the size and structure of the 
shareholding capital of ZAD „Еnergy” АD. The major 
owner remains „Allianz Bulgaria Holding” АD. The 
management structure remains unchangeable. 
During the year there were no new developed 
insurance products. There were no changes in the 
branch network, as well as in the systems used by 
the company. 

The structure of the insurance portfolio did not 
register any significant changes. The company 
continued to be a leader in 2013 in „Fire and natural 
disasters” segment, occupying an insignificant 
market share by the other insurances. The activity 
continued to be characterized with extremely low 
total claims ratios. As a result of the decrease of the 
reserve for upcoming payments, which exceed the 
claims occurred, in 2013 their value is negative. The 
Net Acquisition Ratio also reduced in comparison 
with the same period of the past year as its value 
remained much under the average. The Combined 
expense ratio took a value which is much lower than 
the average for the reference group which is a highly 
favourable factor from rating viewpoint. 

 During the period under review there were no 
significant changes in the re-insurance policy of the 
company. The necessity, the size of re-insurance 
coverage and size of retention on different re-
insurance contracts of ZAD „Еnergy" are in 
compliance with the financial capacity of the 
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company and rules defined by Allianz Group for 
providing a qualitative re-insurance programme.  

During the analyzed period in forming the portfolio 
for covering the technical reserves of ZAD „Еnergy” 
АD, the normative requirements are followed. The 
management of the financial assets continue to be 
carried out by PAC „Allianz Bulgaria” АD. As of the 
end of 2013 the size of the investment portfolio of the 
rated company reduced by 16.6% on an annual 
basis. Its structure is changed in comparison with the 
past year. The total size of the investments in 
government securities and bank deposits is 
decreased. Although the percentage of the high 
liquid assets decreased to 76.2% at the end of 2013, 
it is considerably higher than the average share for 
the other companies in the sector (64.6%). The 
investment income of the company continued to be 
formed mainly by interests and coupon payments 
and weakly depends on the re-evaluation of the 
assets which is a positive factor from rating viewpoint 
of the stability of the income from investment activity. 
The realized net income of ZAD „Еnergy” АD from 
investment activity in 2013 of 2 168 thous. leva is 
lower by 21.5% than the previous year (BGN 2 654 
thousand leva). The gained profitability of the 
investment portfolio as of the end of 2013 (3.3%) is 
lower compared to the same period of the past year 
(4.2%), as well as compared to the average for the 
other companies in the sector (5.4%). The 
dependence of the net financial result from the 
achieved investment profitability is low.  
In 2013 the size of GPP of ZAD „Еnergy” АD 
decreased by 13.9% and Net Earned Income by 
13.0%, mainly in line of a decline of the insurance 
„Fire and natural disasters“, as a result of decrease 
of the assets of one of the big clients of the 
company. The net profit reported a comparatively 
slight drop compared to 2012 (-2.6%). Despite the 
decline, the company realized the highest profit from  
all general insurance companies, forming 28.0% of 
the total net financial result of the sector. As of 
12.2013 net profitability of the company is 44.2%1, 
whereas the adjusted sector with the data of the 
rated company reached hardly 13.9%. ZAD „Еnergy” 
АD continued to maintain high liquidity, low leverage 
and extremely low levels of claims.  
 
 
 
 
 
 

                                                 
1 Calculated by the TTM method. 

Main Financial Indicators: 

Indicator / Year: 2013 2012 2011 
Gross Premium Income (thousand 
leva): 49 651 57 646 56 230 

Annual Change Rate -13.9% 2.5% 8.6% 
Net Earned Income Приход 
(thousand leva): 36 303 41 706 38 451 

Annual Change Rate -13.0% 8.5% -11.6% 

Net Profit (thousand leva) 22 795 23 405 23 714 

Result from Insurance Activity 23 116 23 625 14 267 

Gross Claims Ratio -2% 5% 16% 

Net Claims Ratio -3% 8% 24% 

Expense Ratio 39% 35% 38% 

Acquisition Ratio 0.4% 0.7% 1.1% 

Combined Ratio 36.3% 43.4% 62.9% 

Operating Leverage 62% 70% 70% 

Financial Leverage 31% 39% 43% 

Liquidity Ratio of Technical Reserves 294% 254% 175% 

Liquidity Ratio of the Reserve for 
Upcoming Payments 616% 485% 332% 

 
ZAD „Еnergy” АD is assessed in top financial 

condition. Although some shrinkage occurred in the 
volume of activity, the financial indicators of the 
company retain with excellent values which are 
much better than the average for the sector. The 
diversification of the insurance portfolio could 
influence positively on the company’s rating and 
retention of the negative dynamics in GPP could 
influence negatively. 


