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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. The rating scale of BCRA coincides 
with the scale of Standard & Poor’s. 

 “BCRA – Credit Rating Agency” AD (BCRA) 
retains the long-term credit rating to 
Municipality of Radnevo BBB-, short-term A-3 
and outlook: stable. BCRA applies the 
methodology, which is officially adopted, for 
assignment of municipality credit rating 
(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.  

By 2008 total revenues of the municipalities in 
Bulgaria followed an ascending trend; the 
cumulative growth from 2005 to 2008 was more 
than double. In 2009 the effects of the economic 
crisis began to emerge also with the municipality 
budgets, which resulted in a decrease in total 
revenue of 13.3%, which continued in next two 
years, but with decreasing rates - 9.6 % in 2010 
and 2.2% in 2011. Similar dynamics emerged in 
own revenues, reflecting the capacity of 
municipalities to generate the resources needed for 
their operation. Positive factor, however, is the fact 
that in 2011 the negative trend of the indicator is 
interrupted, and it registered a growth of 9.5%. 

By 2008 many municipalities increased their own 
revenue mainly through a revenue growth from 
property sales income which is a negative factor 
with view of unstable single nature of this revenue 
source. During the financial crisis and low 
economic activity the weight of this resource in 
municipal budgets reduced considerably at the 
expense of tax revenues and revenues from fees. 
The role of Bulgaria in supporting local budgets 
through subsidies and transfers weakened. 

The shrinkage of municipal revenues also 
determines the observed decrease in the current 
costs started in 2009. The data for 2011 indicate 
that the downtrend is maintained despite the 
increase of their own income, which show that 
municipalities are still cautious about spending 
budgetary funds. The unfavorable economic 
situation in Bulgaria also affectеd the capital costs 
considerably, where the negative trend started in 
2009 is maintained: the reported annual decline in 
the investments for 2011 is in the amount of 26.1% 
(by 33.6% for 2010 and 16.0% in 2009). 

Municipality of Radnevo is located in the Upper 
Thracian Plain in the region of Stara Zagora. 
There is no first class road crossing its territory. 
The fourth-class network is the longest - 87.2 km.  
The territory of Radnevo is very rich in minerals - 
57% of the coal deposits in Bulgaria are located 
there. The municipality covers most of the East 
Maritsa Coal Basin and is associated with the 
Maritsa Iztok Complex. Inert materials (gypsum 
and marble) from natural deposits are delivered. 

The population of Municipality of Radnevo 
followed a downtrend during the analyzed period 
(from 2007 to 2011) and its decline anticipated 
considerably the average for Bulgaria. Its density 
is lower than the average for Bulgaria. The 
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proportion of population under working age and 
working age is lower than the average for Bulgaria, 
which is a negative factor. The unemployment rate 
in the municipality as of June 2012 is 9.46%1 
(10.8% on average in Bulgaria for the same 
period). 

The key sectors for the companies located in 
Municipality of Radnevo by output and by 
investments in fixed assets are as follows:  
production and distribution of electricity and heat 
energy and gaseous fuels, and mining.  Key power 
plant for the municipality economy is one of the 
biggest power plants in Bulgaria TETS Maritza 
East - 2 EAD and the largest coal mining company 
in Bulgaria - Mini Maritsa Iztok EAD. 

Municipality of Radnevo reported a positive 
operating result during the whole period, except 
2009 when an operating deficit was reported of 
0.5% from the revenue for local activities.   During 
the past year the result from operating activities 
amounted to 18.4% from the revenue for local 
activities.  The result from investing activities is 
negative for all years of the period (except 2008) 
because the capital program of municipality 
exceeded the proceedings with capital nature 
(capital subsidiary income from property sales, 
etc.). Investment deficit is covered by funds from 
operating surplus, except 2007 and 2009 (in the 
first year it is covered by a bank loan, and the 
second - with cash on accounts). 

The tax revenue of Radnevo increased during the 
whole period except for 2009 when reported a 
slight decline of 2.4% yoy. From 2007 to 2010 the 
municipality realized the most tax revenue from 
vehicles tax (a share of 36%-41%). Income from 
the property tax also followed a uptrend over the 
years, as the largest increase is witnessed in 2011 
- 36.7% yoy. Most affected by the unfavorable 
economic environment are the tax revenues from 
property acquisition that followed a downtrend after 
2008.  For the first half-year of 2012 a considerable 
growth is reported compared to the same period of 
the past year.  

A key item in the non-tax revenue of the 
municipality of Radnevo are concession revenue 
(mainly coal mining), which increased considerably 
in 2009 and 2011 mainly on the basis of legislation 
changes2. The share of revenue from sale of 

                                                 
1 By data of Emplyment Agency. 
2 In 2009 with a change in the Mineral Resources Act it is 
eligible 30% of the concession payment enters the budget of 
the municipality where the project is located.  With subsequent 

property in non-tax revenue is relatively low during 
the period - about 10% (except 2008 when their 
share was 56% in line of sold land properties for 
development of coal mines). 

The current costs of the municipality increased 
throughout the period, except 2010 when a decline 
was reported of 5.4% in line of maintenance costs, 
which formed an essential part of current costs (a 
share between 59% and 73%). Within the period 
Municipality of Radnevo has made the most major 
capital costs in 2007 (BGN 10 359 thousand), 
followed by the capital program in the amount of 
BGN 6 792 thousand in next year. From 2009 to 
2011 investments were at lower levels 
considerably. The municipality didn’t register 
overdue debts as of the middle of 2012. 

During the first two years of the period the most 
considerable costs were spent on function 
Economic activities and services (average ~ 64%), 
then changes occurred in the structure and the 
public work costs had the greatest weight (average 
~ 24% for the period from 2008 to 2011) and those 
for the state services (average ~ 23% for three 
years). Sizable funds are also allocated for 
education activities, as their share has increased 
gradually over the years, and from 4.72 % in 2007 
it reached to nearly 20% in the past two years. 

Public works costs follow an ascending trend. The 
increase for the analyzed period amounted to 
168.7%. Regarding the management of domestic 
waste, the municipality still takes the collected 
waste to old garbage with an exhausting capacity. 
At the end of August 2012 they signed a contract 
for construction of a regional depot in accordance 
with the European requirements. The leading 
municipality is Municipality of Stara Zagora, as the 
project is implemented with funds on OP 
„Environment”.  

A waste water treatment plant, which is amortized 
greatly, functions on the territory of the 
Municipality. In a process of evaluation is the 
project „Integrated water project for construction of 
a wastewater treatment plant and construction and 
expansion of ViK network (water supply and 
sewage) of Radnevo” on OP „Environment” in the 
amount of BGN 39 mln. The project is expected to 
be accomplished by the end of 2014. 

Major capital expenses made from 2007 to 2008 
(in total BGN 15 529 thousand), are related with 

                                                                             
changes effective since middle of 2011 this share has 
increased to 50%. 
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repairs and rehabilitation of the road network in the 
municipality and are financed mainly on SAPARD 
(~57%), as well as with own resources (~26%) and 
bank loan (~13%). Though the considerable 
investments for improvements of the road 
infrastructure, its condition is defined as 
unfavourable. 

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

Mayor of Municipality of Radnevo is dr. Yulian 
Ilchev, who was initially elected for the position in 
2009, and later on he was reelected on the local 
elections held in 2011. The municipality 
administration is divided into general and 
specialized administration. The budgetary process, 
and administration of local taxes and fees are 
executed in Directorate „Financial-economic 
activities and management of the ownership”. The 
reported collection of real estate tax for 2011 is 
74.14%, and of domestic wastes tax – 76.07%. As 
a positive factor we should report the real approach 
in planning the municipality budget. Since 2003 the 
Municipality has implemented the “one-desk 
service” principle for citizens. 

BCRA makes a financial forecast of the 
municipality for the period from 2012 to 2017. The 
final results show that in case of similar 
development with the forecasted, Municipality of 
Radnevo shall realize a positive operating result, 
as well as positive free cash flow during the whole 
forecasted period except year of 2017.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Main Financial Indicators in BGN 

(лева) 2011 2010 2009 

Income for local activities, incl. 7 937 138 7 044 096 6 591 620 

Own income 6 639 278 5 711 792 5 020 350 

 - tax income 1 236 780 1 103 327 1 054 749 

 - non-tax income 5 402 498 4 608 465 3 965 601 

Subsidiaries and transfers for 
local activities 

1 297 860 1 332 304 1 571 270 

Capital costs 1 581 465 1 308 552 1 386 425 

Operating result 1 457 935 789 185 -32 828 

Operating result before interests 1 507 243 849 425 38 315 

Result from investment activity -1 130 928 -345 583 -353 647 

Deficit/Surplus for local activities  327 007 443 602 -386 475 

 

 
 
 
 
 

 
 


