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BULGARIAN CREDIT RATING AGENCY 

 

Bulgarian Credit Rating Agency is the only 
Bulgarian agency listed as eligible by the Financial 
Supervision Commission and its credit ratings are  
acknowledged  for  its  aims  equally with these of 
the international credit rating agencies  Moody’s, 
Standard & Poor’s and Fitch. So far BCRA has 
assigned credit ratings to nearly all leading 
insurance companies. In 2004 BCRA adapted the 
methodology for assignment of credit rating to 
municipalities from ICRA (An associate of Moody’s 
Investors Service). 
 
Bulgarian Credit Rating Agency (BCRA) retains the 
long-term credit rating of municipality of Montana 
ВВ-, outlook: stable and short-term rating B. The 
officially adopted methodology for assignment of 
municipality credit rating is used by BCRA 
(http://www.bcra-bg.com/files/file_105.pdf).  
To elaborate the credit report and to assign the 
credit rating information is used from the rated 
municipality, Ministry of Finance, NSI, National 
Employment Agency, database of BCRA, 
consultants and other sources of public 
information. 
In 2008 the municipalities registered improved 
reported results, though more slightly compared to 
the past year. The own incomes keep its uptrend, 
however, the growth for 2008 is only 7% 
(compared to 35% in the past year). For the first 
time during this period the municipalities registered 
an annual decline in incomes from property sales, 
which indicates that their dependence decreased to 
this revenues source which is not considered as a 
permanent income. 

There is a continuous growth also in the capital 
expenses, invested by the municipalities within 
29% compared to the past year; the size of 
investment still remains insufficient for the 
realization of their investment programmes. 
On the basis of trends in the financial state and the 
legal regulation of municipalities, as well as the 
global economic crisis which reflects on their 
financial state, we estimate that the overall system 
risk related to their activities, increased to 
moderate. 
The natural growth of the municipality population 
continued being negative also in 2008, as the 
descending rates registered a decline compared to 
the past year, though they are still higher 
compared to the average for the country.  
The output of the companies in the municipality 
retained its growing trend as the increase is 
11% on a yearly basis in 2008. Leading sector 
(by share of 61%) remains the processing 
industry. The increasing financial result of the 
companies in the municipalities is a positive 
factor. On the basis of the demographic and 
economic characteristics of the municipality we 
retain the risk, resulting from the external factors 
relatively high. 
In 2008 municipality of Montana also realized 
deficit from operating activity, though its value is 
lower compared to the previous two years. The 
deficit amounted to BGN ~1 650 thousand and 
presented 16% from the own incomes. The 
municipality registered a surplus from investment 
activity amounting to BGN 1 272 thousand. Totally 
the deficit amounted to BGN 378 thousand and it 
was covered mainly by deposits and resources on 
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accounts. In 2008 municipality of Montana 
registered an increase of 11%  of its own incomes 
and they reached to BGN 10 156 thousand. In spite 
of all their share in the incomes for local activities 
decreased from 76% to 70%. Growth is observed 
with all income items, excluding the proceedings 
from property sales; in this direction there is a 
decline of 23% in unison with the trend, 
characteristic for the country. We estimate as a 
positive factor also the growth of the tax incomes, 
which increased their share in the incomes for local 
activities by 6 %. The biggest growth is available 
with the main item – tax on property acquisition – 
by share of 45% and proceedings over BGN 1 
million. The non-tax incomes increased mainly in 
line of the proceedings from taxes; the domestic 
waste tax remained the main item.  
In 2008 municipality of Montana registered a 
growth of the current expenses in size of 13% and 
they reached BGN 9 994 thousand. After significant 
growth in the previous two years, the capital 
expenses registered a decline of 13%. 
With regard to the expenses on functions the 
health care expenses related mainly to the 
maintenance of the nurseries have the highest 
growth – 53%. Municipality of Montana continues 
investing the biggest amount of resources in the 
public utilities activities – over 63% of the total 
capital expenses, where the maintenance is 
retained as a main item in the total current 
expenses. A half of the capital expenses are 
directed to water supply and sewage. In November 
2009 a municipal waste water purification station is 
open amounting to EUR 12 millions. 75% of the 
funds are provided by ISPA programme and the 
other balance of 25% - from the central budget. 
Only on function Economic activities and services 
the municipality registered a decline, which is in 
line of the capital expenses - the value of 
investments in 2008 is BGN 648 thousand 
compared to BGN 1629 thousand in the previous 
year and BGN 1428 thousand in 2006. 
In 2008 the municipality of Montana registered a 
significant growth in the total incomes, as well as in 
the incomes for local activities per capita of 
population; it is positioned unfavorably on both 
indicators against the group of municipalities 
(regional towns) and the average values for the 
country. Regarding the expenses for residential 
construction, public utilities and environmental 
protection municipality of Montana retains its 
leading position compared to the group of 
municipalities (regional towns), however, fell 
behind the average values for the country. The 
education expenses in 2008 decreased and are 

twice lower compared to the average in a 
comparative aspect. Based on the analysis of the 
municipality budget in a historic aspect and its 
position in a comparative plan, we retain the risk, 
resulting from the whole financial state, as well as 
the overall risk from operating activity at a 
relatively low level. 
According to the made assumptions in the 
financial forecast during the whole forecasted 
period the municipality will be able to cover the 
min. necessary expenses with resources from own 
incomes and total equal subsidiary. In the second 
part of the forecast the municipality will realize 
positive free cash flow only during last three years 
of the period which is due to the decrease of the 
payments on interests and principle of the served 
bank credits and lease contracts. The balance of 
the accounts has a positive value in the last year 
of the forecasted period. The incomes are 
forecasted conservatively and the municipality 
could reach higher values of its incomes. We 
estimate that the municipality shall be 
characterized with unfavorable levels of 
creditworthiness in a short-term and long-term 
aspect. BCRA will follow its development and will 
review its state after the accounting of the budget 
for 2009. 
 
 
Main Financial Indicators in BGN 
 2006 2007 2008 
Total Incomes 21 913 674 26 475 339 30 167 622 
Incomes for local activities, 
incl.. 

10 431 720 12 028 822 14 498 982 

Own Incomes: 7 698 825 9 119 796 10 156 086 
 - tax incomes 1 407 450 1 630 849 2 426 533 
 - non-tax incomes 6 291 375 7 488 947 7 729 553 
Subsidiaries and transfers for 
local activities 

2 732 895 2 909 026 4 342 896 

Equity Expenses 3 655 843 5 585 974 4 883 078 
Operating Result -1 704 484 -2 760 917 -1 650 444 
Operating Result before 
Taxes 

-1 678 484 -2 682 981 -1 559 548 

Result from Investment 
Activity 

1 241 422 345 009 1 272 353 

Deficit/Surplus for local 
activities 

-463 062 -2 415 908 -378 091 

 
 
 
 
 
 


