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The Bulgarian Credit Rating Agency (BCRA) 
hereby assigns to the Municipality of Kavarna a 
long-term credit rating А-, prospect stable, and a 
short-term rating А-2.  
For the last three years, the activities of the 
municipalities and their legal framework have 
developed within the context of the process of de-
centralization, whereunder the main structural 
changes were introduced in the years of 2003 and 
2004. The overall dynamics in the financial 
indicators of the municipalities for the period of 
2003-2007 are positive – there is a cumulative 
growth in the own income (141%) and in the capital 
funds invested by the municipalities (~3,5 times). 
The fact, which may be pointed out as 
unfavourable, is that in 2007 only 94 of all 
municipalities in this country “were successful” in 
funding their current expenditure (total, less capital 
expenditure) with their own generated income and 
with the General Adjustment Subsidy (the “GAS”). 
The analysis of the state and legal framework of 
the municipalities provides us with grounds to 
conclude that the process of de-centralization is 
underway, though at a slow rate. Still, the legal 
regulation has not been fully set-up for now, and 
BCRA is on the opinion that some system risk 
exists in the activities of the municipalities.  
The Municipality of Kavarna covers an area of 
481.4 sq.km, and it comprises 21 settlements. The 
density of the population is 2 times lower than the 
country average; mechanical growth is positive. 
The share of the population at working age is 
below the country average.  

The economy of the Municipality is pre-determined 
by its geographical situation, thus rendering 
tourism as the branch to determine the structure of 
the local economy. The product produced by the 
enterprises operating on the territory of the 
Municipality has grown 2.5 times for the period of 
2003-2007. The processing industry is the leading 
branch. Investment has reached a markedly high 
growth – 13 times for the period of 2003-2007.  
We assess the risk from the demographic and 
economic characteristics of the Municipality as 
being temperate. 
The Municipality reported a negative operating 
result during the period of 2004-2007, and a 
surplus from its investment activity, which in the 
years of 2004 and 2006 covered the deficiency. 
Growing capital expenditure is to a large extent 
funded with proceeds from the sale of municipal 
property. For the period of 2004-2007, the own 
income of the Municipality of Kavarna has been 
steadily growing, and the cumulative growth is 
over two times. Its relative share in total income 
has been maintained at a high level (91%). The 
share of tax income in the own income is relatively 
low, but growing for the period, and non-tax 
income has increased two-fold. The increase in 
the tax assessments of the real estates made in 
2006, as well as the higher collection rates, have 
contributed to this positive trend. The collection 
rate achieved in the year of 2007 is high – it 
reaches 98% for the Household Waste Fee.  
The expenditure for support has grown 4 times 
(cumulatively) – mainly by line of the expenditure 

• 



 

CREDIT RATING  
Municipality of Kavarna 
А-/а-2 
December 2008 

95 Evlogi Georgiev Blvd., Floor 1 

Sofia 1142 
phone: (+359-2)  987 6363     

www.bcra-bg.com        
 

BULGARIAN CREDIT RATING AGENCY 
 
2 

for current repairs. For the last 4 years, the 
Municipality has invested a total of BGN 37.7 mill. 
of capital funds, over half of which - in public works; 
substantial improvement is made of the basic 
infrastructure: the water-conduit network, sewage, 
and the state of the road network. The resort part 
of the Town has its infrastructure fully built. A 
reconstruction was made in the year of 2006 of the 
Wastewater Treatment Station of the Town of 
Kavarna. In 2008-end started the implementation of 
a large-scale project for the building of sewage 
under the “Environment” Programme, at the cost of 
Euro 11 mill. The amount of BGN 681 thous. has 
been put in the repairs of kindergartens. The 
Municipality provides subsidy for the local Plenty-
purpose Hospital for Active Treatment; the total 
amount of funds for its support during the period is 
BGN 2,320 thous. The Municipality has invested 
large amounts in the support of the sports facilities, 
as well as in the promotion of the cultural heritage 
on the territory of the Municipality. 
The first section of the comparative analysis 
prepared by us offers a comparison between the 
financial indicators of the Municipality of Kavarna, 
the country average indicators, and the indicators 
of a group of municipalities having similar number 
of population. The data shows that - for the period 
of review - the Municipality of Kavarna occupies a 
markedly better position under all indicators of the 
two excerpts. The second section of our 
comparative analysis renders a comparison 
between the Municipality and municipalities having 
similar economic profile, namely – well-developed 
summer or winter tourism. As a whole, the values 
of the reviewed indicators position Kavarna among 
the Black Sea municipalities closely following 
Nessebar, Primorsko, and (under some indicators) 
Tsarevo.  
We assess highly positively both the active policy 
of the Municipal management aiming to improve 
the infrastructure, and its commitment to carry out 
a regular advertising policy; during the last years, 
said policy has been the factor for a growing 
interest for the Municipality.  
The financial projection is prepared for a 5-year 
period, encompassing the term of redemption of 
the debenture loan, which the Municipality intends 
to issue in end-2008. The purpose of said emission 
is to fund infrastructure projects. Our projection 
shows that the Municipality is going to realise a 
positive cashflow from its operations for the whole 
period of forecast (the last year excl.); thus the 
Municipality will be able to serve its obligations 
under the loan. 
  

We assess the overall financial risk for the 
Municipality to be relatively low. 
 
Main financial indicators in BGN 
 2005 2006 2007 

Total income 18,034,065 22,774,726 26,230,769 

Income from Local 
Activities, inclusive of: 

14,181,151 20,755,728 19,612,625 

Own income: 12,948,294 19,029,983 18,026,062 

 - tax income 1,808,854 2,973,856 3,000,145 

 - non-tax income 11,139,440 16,056,127 15,025,917 

Subsidies and transfers 
for Local Activities 

1,232,857 1,725,745 1,586,563 

Capital expenditure 9,289,910 11,725,974 11,552,627 

Operating result -1,685,531 -1,812,607 -3,862,824 

Operating result (before 
interest) 

-1,638,146 -1,807,316 -3,862,824 

Result from investment 
activities 

1,525,417 3,721,622 1,386,441 

Deficiency/Surplus for 
Local Activities 

-160,114 1,909,015 -2,476,383 

 

 
 
 
 

 
 


