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BCRA -  CREDIT RATING AGENCY 

 

„BCRA - Credit Rating Agency (BCRA) is the third 
qualified rating agency in EU, registered under 
Regulation 1060/2009 of the European Parliament 
and of the European Council. The credit ratings, 
assigned by BCRA, are recognized in the whole 
EU and are entirely equal with the other ratings, 
recognized by European Securities and Markets 
Authority (ESMA), without any territorial or other 
restrictions.  

“BCRA – Credit Rating Agency” AD (BCRA) 
assigns the long-term credit rating BB+ to 
Municipality of Radnevo, short-term В and 
outlook: stable. BCRA uses the methodology, 
which is officially adopted, for credit rating 
assignment to municipalities (http://www.bcra-
bg.com/files/file_105.pdf). 

In order to elaborate the credit report and to assign 
the credit rating, the information, provided by the 
rated municipality, Ministry of Finance, NSI, 
National Employment Agency, BCRA`s database, 
consultants and other sources of public information 
is used.  

During the update period no changes occurred in 
the legal framework referring to the activity of the 
municipalities, as the most significant are related to 
the adoption of the Public Finance Act  
(promulgated on 15.02.2013). The new Act 
regulates the budgetary framework, the general 
structure of the public finance by defining the 
scope, structure and the main indicators of the 
consolidated fiscal programme, fiscal rules and 
restrictions, regime of the accounts for EU`s funds, 
reporting of the budgetary organizations, etc. The 
Act entered into force at the beginning of 2014 and 
revoked the Law for the Structure of the State 
Budget and Municipal Budget Law. 

The population of Municipality of Radnevo 
continues to follow a descending trend during the 
analyzed period, as its decrease outpaces 
considerably the average for the country. During 
the last year the share of the active population in 
the municipality increased slightly but remained 
lower than the average for the country. The 
unemployment rate in the municipality as of 
August 2013 was 10.03%1. 

The leading sectors by output in the municipality 
are the mining industry (a share of 51.5% in 2012), 
as well as production and distribution of the 
electric and heat energy and of gasiform fuels (a 
36.9% share of the output for 2012). In total the 
output from the enterprises on the territory of the 
municipality registered an increase during the 
analyzed period.  

Municipality of Radnevo registered a positive 
operating result during the period under review. 
The investment activity result is negative because 
the capital programme of the municipality exceeds 
the revenues with a capital character (capital 
subsidy, property sale income, etc.). The 
investment deficit is covered by funds from the 
operating surplus without a need to take an 
additional debt, which is assessed positively from 
rating point of view.  

In 2012 the revenues from taxes increased by  
30.4% on a yearly basis, as the increase is mainly 
in line of the property acquisition tax, whose 
growth is 119.3% compared to the past year (the 
growth is one-off). For the first half of the year of 
2013 the tax income registered a decline of 15.4% 
compared to the same period of the past year. The 
decrease is mainly in line of the income from tax 

                                                 
1 By data of the National Employment Agency. 
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on real estate (a decline of 19.1% on a yearly 
basis) and tax on property acquisition (a decline of 
39.1% compared to June 2012).  

The non-tax income follow a trend similar to this of 
the tax income (a growth of 37.2% on a yearly 
basis). In 2012 the most considerable revenues 
were reported in line of the tax income (a share of 
26% in total non-tax income) and also from 
concession remunerations (a share of 54%). The 
leading item among the taxes during the analyzed 
period are the waste tax income (a share of 69.7% 
in 2012 compared to 70.5% in 2011). The property 
sale income increased four times in 2012. The 
property income follow an ascending trend, as their 
share in non-tax income at the end of 2012 was 
6%. During the first half of the year of 2013 the 
non-tax revenues reported a decline in the amount 
of 53.4% compared to the same period of 2012. All 
items reported the decrease but the income from 
concessions reported it to the greatest extent. The 
Municipality was assured by the Ministry of 
Economy and Energy that the sums shall be paid 
periodically. 

The data indicates that the current expenses of 
Municipality of Radnevo increased by 14.0% for 
2012 on a yearly basis. It is in line of the 
maintenance expenses (a growth of 21.7% for the 
past year), whereas the remuneration and 
insurance expenses have a descending trend (a 
decline of 7%). During the first half of the year of 
2013 the current expenses reported an increase of  
6% compared to the same period of the year of 
2012. The lack of overdue debts as of the end of 
June 2013 is considered to be a positive factor. 

In 2012 the most considerable are the funds spent 
on function General Government Services (a share 
of 24.32%), then are the public utility expenses 
(with a share of 19.98% compared to 28.25% in 
2011). Significant resources are allocated also for 
educational activities.   

The public utility expenses has an increasing trend  
– the increase for the analyzed period amounts to 
168.7%. With regard to the management of the 
domestic waste, the Municipality still takes the 
collected garbage to the old landfill site which has 
an exhausting capacity. As of August 2013 they 
selected an executor of the construction works of 
the regional depot and the construction works 
should be completed before July 2015. 

At the end of 2012 a contract was signed on the 
project „Integrated water project for construction of 
Urban Waste Water Treatment Plant and 

construction and expansion of ViK network of 
Radnevo” (water supply and sewage). The project 
foresees rehabilitation and expansion of the 
sewerage network, rehabilitation of the pumping 
station before Waste Water Treatment Plant, 
construction of two pumping stations, as well as 
three new pushers. The implementation period is 
30 months.  

The comparative analysis composed by BCRA 
compares main financial indicators of Municipality 
of Radnevo (calculated per capita of population) to 
the average for the country, as well as to the 
values of a group of municipalities with similar 
population. The data shows that Municipality of 
Radnevo has a favourable position by all reviewed 
indicators in a comparative aspect.  

BCRA makes a financial forecast of the 
municipality for the period 2013-2018. The results 
show that in order to cover the expenses for co-
financing of the water project, the Municipality 
shall need to shrink its current expenses or take 
advantage of additional external funding. In the 
forecast of the Municipality the planned income 
from concessions are set, but due to a delay of the 
payments as of the time of credit rating 
assignment, the income from concessions are 
barely ~660 thous. leva. We consider that the 
delay in the revenues on the major income item for 
the budget of the municipality has a strongly 
negative impact upon the financial stability and 
actual solvency of the Municipality. 
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Main Financial Indicators in BGN 

(лева) 2012 2011 2010 

Income for local activities 
incl. 

10 033 526 7 937 138 7 044 096 

Own incomes 9 022 347 6 639 278 5 711 792 

 - tax income 1 612 233 1 236 780 1 103 327 

 - non-tax income 7 410 114 5 402 498 4 608 465 

Subsidies and transfers for 
local activities 

1 001 179 1 297 860 1 332 304 

Capital Expenses 1 266 907 1 581 465 1 308 552 

Operatng Result 1 921 260 1 457 935 789 185 

Operating Result before 
Taxation 

1 964 916 1 507 243 849 425 

Result from Investment 
Activity 

- 31 578 -1 130 928 -345 583 

Deficit/Surplus for local 
activities 

1 889 682 327 007 443 602 

 

 
 
 
 
 

 
 


