
 

 
95, Evlogi Georgiev Blvd. 

1142 Sofia 
phone: (+359 2) 987 6363 

www.bcra-bg.com 
 

 

October 2019 

JSIC „OZK - Insurance” 

Ivailo Cholakov, Lead Financial Analyst 

i.cholakov@bcra-bg.com 

Silvia Gergovska, Financial Analyst 

s.gergovska@bcra-bg.com 

Radostina Stamenova, Economic Analyst 

stamenova@bcra-bg.com 
 

CLAIMS PAYING ABILITY RATING * Update Update 

Date of Rating Committee: 23.10.2018 24.10.2019 

Date of Publication: 24.10.2018 30.10.2019 

Long-term rating: ВВВ- ВВ+ 

Outlook: negative stable 
   

Long-term national-scale rating: А (BG) ВВВ+ (BG) 

Outlook: negative stable 

*   To become familiar with the full rating history, please, see the table at the bottom of the document 

  
BCRA -  CREDIT RATING AGENCY 

 

BCRA – CREDIT RATING AGENCY (BCRA) is the third 

qualified rating agency in the EU, registered under 

Regulation No. 1060/2009 of the European Parliament and of 

the Council. The credit ratings, assigned by BCRA, are 

recognized throughout the EU and are equal with the other 

ratings, recognized by European Securities and Markets 

Authority (ESMA), without any territorial or other 

restrictions.  

BCRA downgrades the assigned ratings to JSIC 
„OZK - Insurance” as follows: 

 Claims Paying Ability Rating: from BBB- to ВВ+ 

 Long-term national-scale rating: from А (BG) to 
ВВВ+ (BG); 

and assigns „stable“ outlook on both, stating the 
opinion that:  
 - the final effect of the restructuring of the investment 
portfolio, registered negative return on it for the 
review period, with ongoing improvement in the level 
of high liquidity assets at the end of the period; 
- retained low level of КИП; 
- considerable increase of the technical reserves and 
their ratio to the equity; 
- maintenance of relatively high concentration in the 
portfolio with an improving trend at the end of the 
review period.   

The officially adopted methodology of BCRA for 
assignment of the ability of insurance companies to 
pay claims is used: https://www.bcra-
bg.com/files/cpaic_methodology_2018_bg.pdf 

The report has been prepared and the rating - assigned, 
based on information made available by the rated insurance 
company, the Financial Supervisory Committee, the 
National Statistical Institute, BCRA’s database, consultants 
and other sources of public information.  

 

 

Operating Environment 

Sovereign Risk 

In 2018, the Government of Republic of Bulgaria is 
committed to speeding up the process of joining the 
euro area by officially submitting a letter of intent. In 
August 2018, the Council of Ministers approved an 
Action Plan including measures for realizing Bulgaria’s 
intentions to join the Exchange Rate Mechanism II and 
the Banking Union. Despite the initial expectations, it did 
not take place in July 2019. 

In 2018, the country's economic growth slowed down to 
3.1% from 3.8% in 2017. Domestic demand 
(consumption and investment) contributed positively to 
GDP dynamics. In the first quarter of 2019, the 
registered economic growth rose by 2.1 p.p. up to 5.2% 
on an annual basis, mainly driven by final consumption. 

The country registers a decline of the external debt, and 
at the end of December 2018, the BNB's international 
reserves amounted to 25 072 million and provided 
150.5% coverage of the monetary base - a solid buffer 
used by the central bank to ensure the stability of the 
currency board. Indicators of reserves adequacy remain 
high. 

The upward trend in wages and the unemployment 
reduction retains while employment growth decelerates 
at the domestic labour market. 

The annual average inflation rate (measured by HIPC) 
maintained its gradual uptrend from 2018 (2.6%) 
reaching 3.0% as of mid-2019. 

Public finance indicators remain stable, backed by the 
favourable macroeconomic environment. The 
government debt followed a favourable downward trend 
and amounted to 20.4% of GDP at the end of 2018. The 
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country has a significantly lower level of government 
debt than the Maastricht convergence criterion of 
60% and is among the three EU countries with the 
lowest levels. New debt issued in January-August 
2019 amounted to BGN 900.6 million, with the 
proceeds being used to finance part of the amount for 
the government's purchase of new weapons in the 
army (F-16 fighters). 

Banking System  

The Ministry of Finance's Action Plan in the process 
of country's accession to the Banking Union included 
an asset quality review and stress tests of several 
Bulgarian banks, the results of which were 
announced on July 26, 2019. The ECB's 
comprehensive assessment showed that, in testing 
the adverse macroeconomic scenario, in two of the 
six banks, there was a capital shortfall the same 
conclusion being made for both institutions in the 
2016 BNB AQR. As it did three years ago, the 
Bulgarian National Bank stated that follow-up actions 
would be conducted to further strengthen the capital 
position of banks in strict compliance with the BNB 
mandate and the relevant regulatory framework. 

Banks in the country continue to improve the quality 
of their portfolios. The accelerated growth of assets 
(with record growth in the amount of the gross loan 
portfolio of the system) and the significant profit 
growth in 2018 are maintained, with a steady upward 
trend in attracted funds in the form of deposits 
(excluding credit institutions). The capital adequacy of 
the banking system remains at very good levels. 

Non-life Insurance Market in Bulgaria 

In the period of update the Bulgarian general 
insurance market retains its specific features:  

 ongoing growth in incomes from gross written 
premium; 

 High growth potential, given the relatively low 
levels of insurance density and insurance 
penetration; 

 High market concentration - the seven largest 
companies continue to account for just over 70% of 
gross premium income in the sector (71.5% at the 
end of June 2019, 70.7% at the end of 2018, 70.1% 
at the end of 2018) 2017, etc.); 

 The major share of motor insurance in the 
structure of the aggregated insurance portfolio - 
around and above 70.0%, substantially supported 
by the compulsory nature of the motor third-party 
liability insurance.  

The application of the solvency requirements of 
insurers, reinsurers and groups of insurers and 

reinsurers, as well as the requirements for reporting, 
valuation of assets and liabilities and the formation of 
technical provisions in accordance with the Solvency II 
Directive, continue to have a major impact on the 
regulatory framework during the review period. (EP and 
EU Directive 2009/138). Additional impact on the 
financial statements has the application of the IFRS 
Financial Instruments since January 2018 has a further 
impact on the reports of IFRS 9 Financial Instruments. 

The general major factors impeding the further 
development of the non-life insurance companies 
continue to be the slow growth of the Bulgarian 
economy associated with a relatively low economic 
activity and the uncertainty about future household 
income.  

JSIC „OZK Insurance“ 

During the update period, the company increased the 
capital by reinvesting the profit from 2018, amounting at 
BGN 12 037 626. In the shareholding structure, there 
are no changes and the distribution of shares is 
presented in the table below:: 

  

Shareholders:            Share 

„L-M Impex“ EOOD 65.73% 
„Toplofikacia – Sofia“AD 9.32% 
„Municipal Bank“ AD 4.80% 
„ Toplofikacia – Burgas“ EAD 3.55% 
„ Toplofikacia – Pleven“ EAD 3.55% 
„Мина Станянци“AD 3.55% 
„CoInvest“ EOOD 4.51% 
Alexander Petrov Lichev 4.99% 
Total 100.00% 

There are no changes in the Board of Directors, 
consisting of the following members: 

 Alexander Lichev 

 Rumen Dimitrov 

 Dimitar Kolev 

 Panaiot Filipov  

The insurer reported a total growth of written 
premiums for 2018 of 40.0% (33.1% in 2017), thus 
increasing its market share to 7.0% (5.9% for 2017), 
taking the ninth position by volume of concluded 
insurance contracts in the non-life insurance sector. The 
positive trend of increase of GPI retained in the first half 
of 2019 similar to the previous year of 35.6%, above the 
average growth in the sector of 20.9%. The result from 
insurance activity for 2018 increased significantly 
compared to the previous year (when a decrease was 
registered), and the reported net financial result is a 
profit of BGN 618 thousand. It is similar to the one as of 
2017 at the amount of BGN 597 thousand and 
considerably lower than those from the previous two 
years. The profit from insurance activity hasn’t been 
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transferred to the final result due to the reported 
negative income in investment portfolio and the 
relatively high values of the other costs. A total 
increase of assets by 71.7% is registered (5.26% for 
2017), calculated according to the criteria of Solvency 
II (or by 77.9% according to the IFSR), resulting in a 
significant increase of the share of reinsurers in 
technical reserves.  

In the individual business lines, the most significant 
increases are observed in motor third party liability 
insurance (54.1% for 2018 and 20.3% for 2019), 
which share in the portfolio increases to 70.1% by the 
end of 2018 (63.7% at the end of 2017). Insurance 
“Guarantees” marks high growth, which underwriting 
business has started at the end of 2017. The share of 
the latter has been growing in the portfolio in the 
review period, reaching rate of 18.6% as of the end of 
June 2019. Thus, it became the second-largest by 
volume. “Fire and Natural Disasters” is third by share 
in the portfolio with registered increase by 5.4% in 
2018 and 10.9% for the first half of 2019. The trend of 
smooth reduction of “Motor hull” insurance as 
absolute value and as a share in the portfolio is 3.3% 
as of the end of June 2019, 5.3% at the end of 2018 
and 10.1% at the end of 2017. The insurance 
“Personal accident” remains low by a share of 1.0% 
(also retains smooth declining trend).  

The insurance portfolio in the review period is 
characterised by a very low share (being the lowest) 
of the “Auto Casco” insurance and higher than the 
average share of motor third party liability insurance. 
The high share of Guarantees insurance provides the 
company with the highest market share in the sector 
as of the end of the first half of 2019 (44.7%).  

In 2018, the gross claims increased significantly by 
37.3 p.p., reaching 129.1% at the end of the year, 
following the change from the previous year (by 34.0 
p.p.). The increase is in line with the registered rise in 
the values of incurred claims (by 8.8%, following a 
growth of 23.3% in the previous year) and 
considerable increase in the outstanding claims 
reserve in the present year (127.5%, after the 
reported ones in the previous year of 40.4%) which 
and cannot be offset by the growth of GPI.  The rate 
exceeds considerably the average of the reference 
group of 64.7% (highest values are registered by Bul 
INS – 92.0% and Lev Ins – 85.0%).  

The value of net claims retains unchanged – 52.0% 
in 2018 compared to 52.5% in 2017. This positions 
the rated insurer very close (above) the average of 
the reference group – 48.3% (50.8% in the previous 
period, maintaining the decreasing trend for a third 
consecutive year). As of the end of the first half of 

2019, the value is lower – 42.8%, exceeding the by 7.4 
p.p. the achieved value in the first half of 2018.  

In 2018, the value of the combined cost ratio was 
reduced by 3.4 p.p. on an annual basis, reaching 96.0% 
and increased in the first half of 2019 to 99.5%. The 
level reached in 2018 is below the average for the group 
(96.8%, where highest values retain Bul INS – 111.9% 
and Armeec – 99.3%). A lower value reached by the 
rated company results in an improvement and positive 
operating result. 

The value of the administrative costs register a rise , 
offset by the growth of GPI, resulting in reduction of the 
administrative costs to GPI ratio down to 5.9% 
(compared to 6.3% in the last year), retaining levels 
below the average of the reference group (8.3%) and of 
the adjusted sector (9.3%).  

In the period of the update, OZK Insurance is 
transferring increasing share of the insurance risk to 
reinsurers – 48.4^ in 2018 compared to 45.1% in 2017 
(41.8% in 2016).  As of 20.06.2019, the share reduced 
to 43.8% and the company is working with reinsurers 
assigned with high credit rating (more with AA- and not 
lower than A-). The share of reinsurers in the 
technical provisions is increasing, reached a rate of 
77.4% at the end of 2018, considerably higher 
compared to the average of the reference group – 
39.0%, having in mind that the latter is affected by the 
low level reached by  DZI (10.5%) and Allianz (24.1%). 

In 2018, the investment portfolio of the insurer 
declined by 16.8% (after a growth of 2.7% in the 
previous year). Recovery of the highly liquid assets is 
observed, reduced in 2017 as a result of the sale of 
government securities and the purchase of corporate 
securities. Better improvement in the portfolio structure 
is formed in the first half of 2019 when with the 
acquisition of new government securities, their share 
increased to 35.0% (10.4% as of the end of 2017). 
Notwithstanding, the share remains lower compared to 
the average of the reference group (55.3%). Also below 
the average of the aggregate sector, the investments 
to the assets ratio remain (32.7% at the end of 2018 
and 29.4% at the end of June 2019, compared to the 
average of the sector of around 55%).  

During the period of the update, the reported return on 
investment remains declining, reached negative values 
in 2018 and the half-year of 2019. The loss from the 
management of the investment portfolio for 2018 is a 
major reason for the reported lower value of the net 
financial result, which does not affect the improvement 
in the result of insurance activity. 

The preserved good level of Net Earnings to Equity 
(Operating Leverage) ratio further improved during the 
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review period, remaining at a level significantly above 
the average for the reference group. 

The decreasing trend of the Technical Reserves to 
Equity (Insurance Leverage) ratio retained in the 
previous two years (2016 and 2017) was broken off 
as a result of the outpaced increase in the reserves 
caused by the growth in the written business. 

The Return on Equity in 2018, remained declining 
and reached a level of 2.7% (3.1% in 2017 and 
14.9% in 2016).  

As of the end of the first half of 2019, the company 
registered a significantly lower current financial result 
(BGN 106 thousand compared to BGN 819 as of mid-
2018) and about four times lower result from 
insurance activities. 

Capital adequacy of the rated insurer being 
evaluated in the period under review, when 
implementing the Directive 2009/138 of the EP and 
the EU (Solvency II), can be presented as follows:  
 

Indicator / Year: 30.6.2019 2018 2017 

Excess of Assets over Liabilities 35 637 28 355 23 595 
Total Eligible Own Funds for 
implementation of SCR 

35 637 28 355 23 595 

Total Eligible Own Funds for 
implementation of MCR 

35 291 27 806 23 070 

Solvency Capital Requirement (SCR) 27 085 27 085 24 121 

Minimal Capital Requirement (MCR) 12 166 9 620 7 533 

Coverage of SCR * 132% 105% 98% 

Coverage of MCR * 290% 289% 306% 

Key data from the Financial Statements according to Solvency II 

The period under review is characterized by a gradual 
increase in the Solvency Capital Requirement (SCR) 
coverage after its levels are at the absolute limit of 
the required minimum 100% at the end of 2016 and 
2017. The levels of coverage in the MCR decreased 

slightly as total values in both observed prudential 
indicators and remain at low levels for the reference 
group insurers. 
Indicator / Year: 30.6.2019 2018 2017 

Coverage of SCR    

IJS "OZK-Insurance" AD 132% 105% 98% 
  

     

IC "Lev Ins" AD 106% 108% 104% 

IC "Армеец" AD 131% 122% 145% 

IC "Bulstrad VIG" 154% 144% 170% 

"DZI – General Insurance" EAD 182% 185% 161% 

IC "Allianz Bulgaria" 144% 153% 136% 

IC "Bul INS" AD 119% 102% 105% 

Significantly lower than the average of the adjusted 
sector and the reference group remain the values 
reached by OZK: the liquidity ratio of the technical 
reserves, the liquidity ratio of the pending payment 
reserve and the immediate liquidity ratio. It should be 
noted, that during the period under review, all three 
indicators have slightly improved their values.  

Positive impact on the rating of IC “OZK – Insurance” 
AD may have the upkeep of the growth trend of the 
portfolio in case of improvement of the claims and 
reduction of the concentration, decrease (and retaining) 
the value of the combined costs ratio below 100%, the 
preservation of the trend for growing yield from 
insurance activity, retaining a sustainable level of the 
cash and cash equivalents, improvement of the 
structure and yield of the investment portfolio.  

The Company's rating may be adversely affected by a 
decline in business volume, low values of liquidity ratios, 
an increase in claims as an indication of control and risk 
management gaps, as well as a total decline in 
generated revenues (including those of the retained 
investment portfolio). 

 
 

Main Financial Indicators 

Indicator / Year: 06.2019 06.2018 12.2018 12.2017 12.2016 12.2015 12.2014 

Gross Written Premium (BGN’000): 102 803 75 839 145 340 103 807 77 987 77 764 70 363 

Change on an annual basis -29.3% - 40.0% 33.1% 0.3% 10.5% 33.8% 
Net Earned Premium (BGN’000): 43 722 32 056 65 855 57 032 49 149 67 648 59 402 
Change on an annual basis -33.6% - 15.5% 16.0% -27.3% 13.9% 33.9% 
Self-Retention Level 56.2% 51.3% 51.6% 54.9% 58.2% 77.4% 90.7% 
Net Financial Result (BGN’000) 106 819 618 597 2 399 1 420 490 
Result from Insurance Activity 222 927 2 637 347 707 4 531 210 
Gross Incurred Claims 52.1% 93.5% 129.1% 91.8% 57.8% 95.0% 70.1% 
Net Incurred Claims 42.8% 35.4% 52.0% 52.5% 43.4% 52.1% 56.9% 

Costs Ratio 23.9% 23.1% 1.8% 17.4% 21.5% 16.0% 16.3% 
Acquisition Ratio 32.8% 38.6% 42.2% 29.5% 33.7% 25.2% 26.4% 
Combined Ratio 99.5% 97.1% 96.0% 99.4% 98.6% 93.3% 99.6% 
Net Earned Income / Equity (Operating Leverage) 223% 137% 340% 252% 258% 477% 443% 
Technical Provisions / Equity (Insurance Leverage) 350% 185% 265% 165% 216% 332% 387% 
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Indicator / Year: 06.2019 06.2018 12.2018 12.2017 12.2016 12.2015 12.2014 

Дълг извън застрахователни резерви / Equity (Financial 
Leverage) 

0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Total Equity 19 637 23 400 19 390 22 615 19 041 14 188 13 404 
Return on Equity -0.4% 10.7% 2.7% 3.1% 14.9% 9.5% 4.2% 
Total Investment Porfolio 46 198 40 082 34 460 41 431 40 348 37 750 36 516 
Change on an annual basis 34.1% - -16.8% 2.7% 6.9% 3.4% 0.0% 
Share of High Liquidity Assets in Investment Portfolio 45.8% 17.4% 37.1% 18.8% 46.2% 52.6% 57.6% 

Investment Portfolio Yield ТТМ -1.4% 1.9% -1.5% 3.6% 6.3% 1.4% 1.8% 

SCR Coverage 132% 119% 105% 98% - - - 

MCR Coverage 290% 335% 289% 306% - - - 
Liquidity Ration of Technical Provisions 34.5% 21.3% 29.0% 24.5% 52.4% 44.7% 42.5% 

Liquidity Ratio of Reserves for Upcoming Payments 79.8% 44.8% 56.6% 42.4% 84.9% 76.5% 88.6% 

 

Rating History: 

 

CLAIMS PAYING ABILITY RATING Review * Review Monitoring Update 

Date of Rating Committee: 20.06.2018 31.08.2017 16.05.2017 30.08.2016 

Long-term rating: 
ВВВ- (under 

review) 
BBB- BBB- BBB- 

Outlook:  stable stable negative 
     

Long-term National-scale rating: 
А (BG) (under 

review) 
А (BG) А (BG) А (BG) 

Outlook:  stable stable stable 

* The rating actions „under review“ are due to the changes in the methodology for claims-paying ability rating and concerns 

all valid insurers' ratings at the time and is not related to the activity of the rated entity. 
 
 
The ratings displayed in the table are assigned under the prior version of the Methodology for a rating of the ability of 
insurance companies to pay claims, respectively with the applied rating scale and are not directly comparable with the 
ratings assigned after the entry into force of the current methodology on 04.07.2016. 

 

CLAIMS PAYING ABILITY RATING 
Monitoring Update Update Update 

05.07.2016 07.07.2015 03.07.2014 18.07.2013 

Long-term Rating: 
iBBB- (under 

review) 
iBBB- iBBB- iBBB- 

Outlook:  In development stable stable 

CLAIMS PAYING ABILITY RATING 
Update Update Update Initial Rating 

30.5.2012 11.2.2011 12.2009 12.2008 

Long-term Rating: iBBB- iBBB- iBB+ iBB+ 

Outlook: stable stable stable positive 

 


