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Credit rating of Municipality of 
Pomorie    

Long-term Rating: ВВ+ ВВ+ 
Outlook: stable stable 

Short-term Rating: В В 

National-scale Long-term Rating: А- (BG) А- (BG) 
Outlook: stable stable 

National-scale Short-term Rating: А-1 (BG) А-1 (BG) 

 

  
BCRA -  CREDIT RATING AGENCY 

 

„BCRA - Credit Rating Agency (BCRA) is the third 
qualified rating agency in the EU, registered under 
the Regulation (EC) 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 the other ratings, 
recognized by the European Securities and 
Markets Authority (ESMA), without any territorial or 
other restrictions.  

„BCRA – Credit Rating Agency”  (BCRA) 
retains the ratings  assigned to Municipality of 
Pomorie as follows: 

 Long-term credit rating ВВ+, outlook: 
stable, short-term credit rating В; 

 National-scale credit rating А-, outlook 
stable, national-scale short-term А-1. 

When assigning ratings to municipalities, 
BCRA applies the officially adopted 
Methodology for assigning credit ratings to 
municipalities (http://www.bcra-
bg.com/files/file_319.pdf). 

BCRA uses information provided by the rated 
municipality, Ministry of Finance, NSI, National 
Employment Agency, its own database, consultants 
and other sources of public information in order to 
elaborate the credit report and to assign the credit 
rating.  

The political environment as of the time of preparation 
of the report could be determined as relatively stable. 

In October 2015, the held local elections did not lead 
to any significant changes in the political layers. 

For the first quarter of 2015, the country registered a 
considerably high real GDP growth – 2.2% compared 
to the same quarter of the past year (0.2% for Q1 
2014), and for the following quarter (Q2 2015) the 
rate remained almost unchangeable – 2.3%, as the 
reported value was slightly below the value of the 
same (second) quarter of the previous year (2.6%). 

During the first half of 2015, the investments in the 
country maintained similar levels with the reported 
during the same period of the previous year, despite 
the decline observed in the investment flows during 
the second half of 2014 (in comparison with the 
reported values for 2013). 

A slight improvement in the conditions of the labour 
market was observed, as the unemployment rates 
decreased, even though the levels remained high. 

The price level in the country reported drops 
throughout the months since the beginning of 2014 
that brought to strengthening deflationary processes. 
After February 2015, the deflation rates reported a 
gradual drop. 

As a result of the political and economic instability of 
the country, observed in 2014, at the end of the year 
a considerable increase in the budgetary deficit was 
reported, as well an increase in the leverage level of 
Bulgaria. The increase of the debt also continued in 
2015, whereas the budget reported improvements. 

 

http://www.bcra-bg.com/files/file_319.pdf
http://www.bcra-bg.com/files/file_319.pdf
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The 2014 events in the banking system led to the 
emergence of a potential risk for the banking 
institutions of deepening the banking crisis and 
involving a larger number of participants in the 
sector. Despite the increased risk in the financial 
system caused by the dropping of one of the main 
players and a risk of dropping of another, the banks 
in Bulgaria maintained their stability. For the nine-
month period of 2015, the banking environment 
could be determined as stable, as evidenced by the 
high capital adequacy and liquidity of assets and 
growth in the attracted deposits. The share of the 
classified loans also marked a decrease that 
contributed for improvement of the balances of the 
banks in the country. 

The own incomes of the municipalities in the country 
increased in 2014 as their growth rate (3.7%) is lower 
than the past year (6.9%) and is higher than 2012 
(1.4%). The number of the municipalities, which have 
increased their own income year on year, have 
reduced greatly – 139, and 192 for 2013 compared to 
the prior year of 2012. For a second consecutive year, 
the expenses for local activities have increased 
(including additional funds needed for the government 
costs), with a higher rate compared to the past year – 
15.3%, 5.6% for 2013. A positive factor is the 
considerable growth of the capital expenses1 – 
53.3%, compared to 11.8% for 2013. The overdue 
debts of the municipalities continued to reduce, and 
after the decline of 2.6% for 2013, in 2014 it 
amounted to 5.9% year on year, and their size was 
159.3 million BGN. At the same time, however, 
currently, there are municipalities in a very difficult 
financial situation that they are not able to carry out 
public services.  

During the update, there have had changes in 
legislation regulating the activities of municipalities. In 
the Municipal Debt Act amendments have been 
adopted which state that the municipalities would be 
able to take a short-term debt to finance public 
services in temporary shortages of funds occurred in 
temporary cash disruptions in the budget, and for 
payments to projects financed with EU funds. Legal 
texts regulating the sources from which payments on 
municipal debt could be done are dropped out. 
 

During the spring of 2015 amendments are adopted in 
the Value Added Tax Act and the Clean Water Act 
regarding the use of tax credits on the cost of water 
projects of municipalities. By 2013, the VAT have 
been refunded with EC funds, then this practice was 
suspended. A decision was taken that the funds to be 

refunded from the central government budget, which 
is a form of support for the municipalities. Those who 
have already had VAT refunds paid by OP 
"Environment" should transfer the sums to the 
account of the Ministry of Environment and Water of 
Bulgaria incl. those which are in a process of 
recovery of such a tax. 

At present, in a process of consultation is a project 
for changes of the Public Finance Act which defines 
a range of criteria for identifying a municipality as a 
municipality with financial difficulties. A procedure for 
financial recovery is foreseen for these municipalities, 
and introduction of a recovery plan, as well as an 
opportunity for supporting with a temporary free of 
interest loan from the government, whose parameters 
will be set by the Minister of Finance. 

In 2014, the Municipality of Pomorie reported a 
positive growth of the population for a second 
consecutive year (0.04%, 0.75% in 2013), whereas 
the national average reported a decline of 0.60% 
(0.50% for 2013). The municipality continued to be 
characterized with a higher share of the working-age 
population compared to the national average. The 
share of bellow-active age population exceeded 
slightly the national average which is a positive 
factor.  

The output of the companies on the territory of the 
municipality reported a slight decline in 2014 (3.6%), 
as a leading sector is the construction sector, 
followed by manufacturing and accommodation and 
food service activities. The investment expenses in 

2014 were also characterized with a decline (7.7%).  

In 2015, Pomorie realized a negative operating result 
in the amount of 1 208 thousand BGN, which along 
with the investment deficit (-587 thousand BGN) led 
to a negative net cash flow in the amount of 1 795 
thousand BGN, which is covered by bank financing. 

The own incomes of Pomorie in 2015 reported 
growth of 4.3%. The tax revenues decreased for a 
second consecutive year, as the decline in 2015 
(9.1%) is mainly with regard to the tax on acquisition 
of property, and the income reduced by 23.5%. The 
Tax Income decreased for a third consecutive year 
(4.5%). Their structure remained dominated by 
domestic waste tax (a share of 68.3% for 2015), the 
revenues from the tax reported a slight growth of 
2.6% during the past year. The increase of the 
income from property sales during the past year was 
46.6% year on year, and their share in non-tax 
income reached 24.0%; a considerable decline was 
reported in 2014. 
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In 2015, the municipality reported a large amount with 
a negative value in transfers between budgets and 
accounts for EU funds (-14 834 thousand BGN), the 
major part is a transfer to the ruling authority on OP 
„Environment“ with regard to completion of water 
project in the municipality and VAT refunds on the 
project. This is the reason for the negative value in 
paragraph „Paid taxes, taxes and administrative 
sanctions“ (-13 724 thousand BGN) in expenses of 
the budget. 

During the period of update, the costs for salaries and 
social security retained its rising trend, though with a 
lower rate (2.6%) compared to 2014 (11.3%). The 
main item – the maintenance – in 2014 reported a 
decline of 11.5%, whereas during the past year there 
was an increase of 13.1% year on year. After 
momentary contraction of the capital expenses with 
budgetary funds in 2014 (10.6%), in the past year 
they increased (23.9%), reaching 3 683 thousand 
BGN which is their peak since the beginning of the 
crisis until now. 

At the end of 2014, Pomorie reported overdue 
liabilities in the amount of 2 854 thousand BGN, and a 
year later they decreased to 2 460 thousand BGN. 

The utility costs remained the main item in the 
structure of the expenses by functions. Following the 
reduction of their share in 2014 by 8.9 p.p., in 2015 it 
increased by 14.1 p.p. to 48.2% at the expense of 
nearly all other functions. The most significant is the 
contraction in the share of education expenses which 
decreased from 11.3% to 6.7% (after growth of 7.5 
p.p. in the past year)1.  

During the summer of 2015, the reconstruction and 
expansion of the wastewater plant in Pomorie, 
financed on OP „Environment“ was finished. The 
wastewater plant is a part of the town water cycle, as 
the project is in the amount of 96.7 million BGN. The 
wastewater plant has been fully modernized. 28 km of 
water-supply and 25 кm of sewage network has been 
changed, as another 5 кm of sewage and deep 
discharge of wastewater was built. Except its 
environmental objective, the project has contributed 
indirectly for enriching cultural heritage in the 
municipality: in carrying out excavation works was 
discovered a number of artifacts, including a church, a 
necropolis, sarcophagus and part of the wall of Ulpiya 
Paleocastro Anhialo and late ancient building, as part 
of the finds have been restored and exhibited in the 

                                                 
1 In this section the calculations are made as the influence of 
VAT refunds is еxcluded since it deforms the budget and the 
conclusions of analysis. 

halls and in the courtyard of the Historical Museum in 
the town. 

Pomorie is one of the municipalities which are 
partners on the project for construction of regional 
management waste system in village of Bratovo. The 
depot was found in May, 2015, and since June it has 
been operating at full capacity. It is used by the 
municipalities of Burgas, Sredets, Kameno, Nesebar, 
Pomorie, Aytos, Ruen, Karnobat and Sungurlare. It is 
established on OP „Environment”, as the total value 
of the project is 43.2 million. 34.5 million BGN of the 
amount have been given by the European Regional 
Development Fund, the national finance exceeds 6 
million BGN, and the municipalities Nesebar and 
Burgas are included with 2.4 million BGN and 279 
thousand BGN. 

Municipality of Pomorie continued to finance a 
considerable part of its capital programme with EU 
funds: 88.3% in 2013 and 85.4% in 2014, in 2015 
their share reached 95.5%. During the last year, the 
capital programme of the municipality expanded 
sensitively (with all sources of finance): its volume 
reached to 84.8 million BGN compared to 21.1 million 
BGN for 2014. This increase is due to the water 
project, in which, during the year, 68.1 million BGN 
were invested. The other object, for which a great 
amount of EU funds was directed is the 
reconstruction and modernization of the Fishing port 
(11.4 million BGN). 

BCRA makes a comparative analysis in two parts 
about Municipality of Pomorie as the first part 
includes comparison by main financial indicators 
(calculated per capita) in comparison with the 
average for the country and a group of municipalities 
with a similar number of population. In this part of the 
analysis Pomorie has a favourable position by all 
indicators. The second part of the comparative 
analysis compares the same indicators of the 
municipality compared to other municipalities 
developing summer tourism, as well as developing 
winter tourism. In comparison with developed 
summer tourism, Municipality of Pomorie has an 
unfavourable position along with Kavarna. Its 
indicators, however, are close to the average for the 
municipalities with a developed winter tourism with an 
exception of Bansko, which reports higher levels 
compared to the other municipalities. In its 
assessment of the comparative position, BCRA 
reports geographical characteristics of Municipality of 
Pomorie whose populated places in its big part are of 
a village type and are located in the interior, without 
access to the beach. 
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During the held local elections in autumn 2015 Ivan 
Aleksiev (PP "GERD") has won on the first round with 
74.29 percent of the vote, this is the beginning of his 
second term. In the structure of the municipal 
administration there were not changes occurred 
during the period of updating. 

BCRA makes a financial forecast of the municipality 
for the period 2016-2018. The results show that in 
development similar with the forecast, Municipality of 
Pomorie shall realize a positive operating result over 
the three years. The free cash flow is negative, but 
the shortage is covered by funds on accounts. 

The credit rating of the Municipality could be 
influenced positively by the improvement of the 
result from operating activity, considerable 
contraction of overdue liabilities and continuation of 
the activity of the management regarding the 
capital programme and development of projects on 
EU programmes. 

On the other hand, deepening of the trend for 
forming of a negative operating result, increase of 
the overdue liabilities and total leverage could lead 
to decrease of the credit rating. 
 
Main Financial Indicators in BGN: 

(BGN) 2015 2014 2013 

Income for local 
activities, incl. 

248 655 13 521 
670 

16 946 076 

Own Income 12 289 081 11 782 
588 

16 399 776 

 - tax income 5 142 236 5 659 
061 

5 788 874 

 - non-tax income 7 283 792 6 729 
977 

10 610 902 

Subsidies and transfers 
for local activities 

-12 040 426 1 739 
082 

546 300 

Capital Expenses 3 682 772 2 973 
382 

3 326 518 

Operating Result -1 208 253 81 726 -1 112 795 

Operating Result before 
Taxes 

-1 021 568 236 666 -886 831 

Result from Investment 
Activity 

-587 058 -366 527 3 605 822 

Deficit/Surplus for local 
activities 

-1 795 311 -284 801 2 493 027 

 
Resume of the Minutes of the Rating 
Committee: 

The members of the Rating Committee reviewed 
the credit rating report of Municipality of Pomorie 

and discussed the factors determining its credit 
rating.  

Due to the specific risk profile of the municipality, 
as well as the condition of the overall legal 
regulation of the municipalities in Bulgaria, the 
base rating in Bulgaria was assigned at level ВВ+. 
The national-scale long-term rating А- (BG) and 
short-term rating a-1 (BG) were assigned on the 
basis of the positioning of the rating characteristics 
of the Municipality in a comparative perspective 
compared to the other municipalities in Bulgaria. 
 

 
 
 
 

 
 


