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Long-term credit rating: ССС 

Outlook: Стабилна 

Short-term credit rating: С 

Long-term National-scale rating ССС (BG) 

Outlook: Стабилна 

Long-term credit rating: С (BG) 

1) Prior to the present publication, the credit rating and the rating outlook were disclosed to the rated entity.  Following those 

disclosure amendments in the credit rating and the rating outlook have not been executed; 
2) During the last two years, BCRA Credit Rating Agency AD has not provided ancillary services to the rated entity or a 
related third party. 

  
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 the Council. The credit ratings, 
assigned by BCRA, are recognized throughout the 
EU and are equal with the other ratings, recognized 
by the European Securities and Markets Authority 
(ESMA), without any territorial or other restrictions.  

 

 

On the 2nd of June 2020, the Rating Committee of 
BCRA – CREDIT RATING AGENCY (BCRA) had a 
session, on which the Report regarding the 
assignment of the credit rating of Municipality of 
Sozopol was discussed. The session was run by 
D.Sc. (Econ.) Mr Kiril Grigorov, in his capacity as a 
Chairman of the Rating Committee. The members 
of the Rating Committee discussed the financial 
situation and the functions of the Municipality and 
took the following decision:   

 

BCRA – Credit Rating Agency (BCRA) assigns 
the following ratings to the Municipality of 
Sozopol:  

 

 

 

 Long-term credit rating: ССС, outlook: 
stable, short-term credit rating: С;  

 Long-term national-scale rating: ССС (BG), 
outlook: stable, short-term national-scale 
rating: С (BG). 

 
BCRA’s officially adopted Methodology for 
assigning a credit rating to a Municipality is applied. 
The public version is published at the following 
address:  
https://www.bcra-
bg.com/files/Municipality_Methodology_2018_bg.pdf 

The rating users can find information for each 
rating category in the published Global rating scale 
at the BCRA’s site:  
https://www.bcra-bg.com/files/global_scale_bg.pdf  

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

 
 
 
 
 

https://www.bcra-bg.com/files/Municipality_Methodology_2018_bg.pdf
https://www.bcra-bg.com/files/Municipality_Methodology_2018_bg.pdf
https://www.bcra-bg.com/files/global_scale_bg.pdf
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The year (2020) started positively for Bulgaria in 
political perspective, with the composition of the 
local authorities having renewed, progress in the 
preparation of the country for membership in the 
Banking Union and the respective inclusion of the 
Bulgarian Lev in the Monetary Mechanism II (ERM 
II). However, the emergence of the COVID-19 
pandemic worldwide addressed the issue, turned 
into one of the main priorities in Bulgaria, as well as 
in all its political and economic partners. A state of 
emergency was declared in the country (March 13, 
2020) due to the unprecedented crisis, followed by 
a number of legislative measures by the 
government to mitigate the negative economic 
impact. The effects are yet to be measured and 
evaluated and at this stage, the projections are at 
risk of inaccuracy due to global uncertainty about 
the outcome of the situation. The prospects for the 
development of the global economy are 
deteriorating significantly, and at the moment it is 
only clear that drastic measures to control the 
infection will generate a massive shock in many 
sectors, regions and markets, which will result in a 
global recession. The combined effects are 
unprecedented, and their magnitude is difficult to 
measure currently. Перспективите пред 
развитието на глобалната икономика се 
влошават значително, а към момента 
единствено е ясно, че драстичните мерки за 
овладяване на заразата ще генерират мащабен 
шок в много сектори, региони и пазари, който 
ще прерасне в глобална рецесия..  
 
The development of economic processes in the 
country, including in the context of the COVID-19 
pandemic, have been analysed in detail by BACR - 
Credit Rating Agency and affected the assigned 
unsolicited state rating of the Republic of Bulgaria. 
The changes in GDP and GVA by components are 
considered, as well as the dynamics of the 
indicators of the external sector. Bulgaria is 
entering the current crisis with a stable fiscal 
position. Due to the expected shortfalls in revenues 
and the incurred additional costs, the extraordinary 
budget update is considered, thus the projected 
CFP balance changes to a deficit of BGN 3.5 billion 
or 3% of the projected GDP. The parameters of the 
update are evaluated and a new update is 
expected by the end of the year.  

The banking sector is stable and the capital 
adequacy is assessed as sufficient. The package 
of measures announced by the BNB for further 

strengthening the capital and liquidity of banks and 
the mechanisms for deferral of due liabilities is 
presented.  

A Rationale of the updated rating of the Republic of 
Bulgaria is published at the official site of BCRA:  

https://www.bcra-
bg.com/files/rating_republic_of_bulgaria_apr_2020_bg.pdf 

 
At the end of 2018, the average share of municipal 
revenues in total revenues for the country 
decreased to 34.92% compared to 36.65%. Thirty-
eight municipalities report a share of total revenues 
higher than the national average, the same rate as 
in the previous year. A similar trend is observed in 
the coverage of expenditures for local activities 
with revenues, which decreased to 78.02% in 2019 
from 82.38%, while 64 municipalities recorded a 
result above the national average (57 at the end of 
2018). The amount of debt as a percentage of the 
planned revenues and the planned equalization 
subsidy in the country decreased to 48.91% 
(compared to 50.25% at the end of 2018).  

At the end of 2019, investment activity increased in 
(share of capital expenditures in the municipal 
budget) - 14.79%, compared to the end of 2018, 
when the national average was 14.07%. The 
number of municipalities with higher capital 
expenditures than the national average is 122 at 
the end of 2019 or 10 more than in the previous 
year.  

In 2017 and at the end of August 2018, 11 
municipalities prepared plans for financial recovery 
under the Public Finance Act: Pernik, Belovo, 
Teteven, September, Velingrad, Sliven, 
Sungurlare, Vidin, Mizia, Simitli and Stambolovo. 
They set financial recovery goals that include 
revenue-maximizing and cost-cutting measures in 
the annual and medium-term, based on an 
objective analysis of key financial indicators.  

The overdue liabilities of the municipalities stood at 
BGN 125.2 million in 2019, an increase of 2.4% (at 
the end of 2018 they amounted to BGN 122.2 
million).  

Over the period 2014-2018, the number of 
population in the municipality of Sozopol 
encounters a volatile trend. The most positive 
change on an annual basis was observed in 2017 
(1.56%), and the lowest - in 2016, when there was 
a decrease of -0.52%. This dynamics positions the 
municipality of Sozopol relatively favourably 
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compared to the national levels where the number 
of population is declining each year of the review 
period. The population density in the municipality 
almost does not change during the period - from 24 
in 2014 to 25 in 2018. The opposite process is 
observed in the country on average - a slight 
decrease from 65 in 2014 to 63 in 2018, which 
indicates for lower population density in the 
municipality in a comparative aspect. As a whole, 
the age structure of the population is not positive, 
given that the share of the working-age population 
in the municipality is lower than the national 
average. Another adverse factor is the lower share 
of the under-working age population in a 
comparative aspect. 

During the analysed period (2015-2019), the 
operating result of the municipality of Sozopol 
volatiles. The highest value was recorded in the 
first year (2015), amounting to BGN 8,533 
thousand, and the lowest registered was in the 
following year 2016 (BGN -1,343 thousand). 
Furthermore, the indicator had a negative value in 
the third year (-761 thousand BGN). In the last two 
years, Sozopol has generated positive operating 
results, which, however, are lower significantly than 
the achieved in 2015 (respectively BGN 1,767 
thousand for 2018 and BGN 1,621 thousand for 
2019).  

The result from investment activity is improving in 
the last two years, having a positive value in the 
last year, the first time in the analysed period. The 
net cash-flow registered the highest value of BGN 
2 698 thousand at the expense of the significantly 
declining capital programme over the same period.   

The own income of the Sozopol municipality 
ranges in relatively narrow levels: lowest value, 
registered in 2016 (BGN 13 768 thousand) and 
highest - in 2019, amounting to BGN 14 204 
thousand.  

Tax revenues are also volatile. In 2015, they 
recorded the lowest amount of BGN 4,051 
thousand, and the highest amount - in 2019 (BGN 
6,840 thousand). In the structure of tax revenues, 
the real estate tax accounts for the largest share 
(except for the first year, when the real estate 
acquisition tax was prevailing - 44.2%). Revenues 
from vehicle tax have a relatively small share in tax 
revenues - slightly under 9% on average.  

The non-tax revenues structure is dominated by 
fee revenues. Their share (except for VAT and 
other fees) is in the range of 43.8% in 2015 and 
57.4% in 2019. Their amount hasn’t changed 
significantly and stood at BGN 4 546 on average. 
The waste tax is of key importance with an average 
share accounting for 71.0%. The value slightly 
changes in the period and amounts to BGN 3 226 
thousand on average. The property tax revenues 
are declining – from BGN 3 141 thousand in 20015 
to BGN 602 thousand in 2019.  Revenues from the 
real estate sale reduced as a whole - from BGN 
3,141 thousand in 2015 to BGN 602 thousand in 
2019 (80.8%). Their share in non-tax revenues also 
decreased from a record-high rate of 30.7% in 
2015 to 7.5% in 2019. The revenues from a real 
estate sale shrink in the last five years, which is 
positively assessed. They are a revenue source 
which is irregular and unstable. 

In 2016 and 2017, current expenditures amount to 
BGN 13,945 thousand and BGN 13,520 thousand, 
respectively. In 2018, there was a decrease of 
13.0% on an annual basis, while in the last year, 
there was a slight increase of 2.9%.  

The municipality services a syndicated loan in the 
amount of BGN 22 million, agreed in 2018 and 
granted by UniCredit Bulbank and Central 
Cooperative Bank. At the end of 2019, the residual 
principal amount is BGN 21,900 thousand.  

At the end of 2019, the overdue liabilities of the 
municipality stood at BGN 5 192 thousand, formed 
in the period before the appointment of the present 
mayor. Thus, under the Public Finance Act, the 
municipality prepared a recovery plan to apply for 
an interest-free loan, which after the approval of 
the Municipal Council to be referred to the Ministry 
of Finance. The plan was rejected as unsound. At 
the beginning of 2020, an updated recovery plan 
has been sent to the Ministry of Finance. It was 
also not approved, and a revised recovery plan 
was subsequently sent.  

In terms of the expenditures on functions, we have 
to note, that given the difficult financial situation of 
the municipality and the plans of the municipal 
management, the municipality will not be able to 
implement its major projects in the capital 
programme.  

BACR prepares a comparative analysis, which 
compares certain indicators with the average for 
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the country and the group of municipalities with a 
similar population. The second part of the analysis 
compares the indicators, with those reported by a 
group of municipalities with well-developed 
summer and winter tourism. 

Regarding the first part of the analysis, we can note 
that the municipality of Sozopol takes relatively 
favourable position compared to the reference 
group, except for the amount of debt as a 
percentage of planned revenues and OIC, and the 
share of capital expenditures in total expenditures. 

Concerning the municipalities with well-developed 
summer and winter tourism, it is worth to note that 
the municipalities developing winter tourism 
register lower values of the indicators.  If we 
compare the Municipality of Sozopol to 
municipalities with developed summer tourism, 
Municipality of Sozopol reports significantly lower 
values of the indicators. 

Since the autumn of 2019, when the last local 
elections were held, the mayor of the Municipality 
of Sozopol is Tihomir Yanakiev. 

The municipal management aims at overcoming 
the difficult financial situation, including repayment 
of the overdue liabilities and limiting the 
indebtedness. Essential is the stabilisation of the 
financial indicators through measures to prevent 
the decrease of income and to apply strict control 
of expenditures. Another difficult task for the 
management is to commence the Capital 
Programme, investing in the water supply and 
sewage system of the settlements in the 
municipality, the cultural appearance of the town of 
Sozopol, and last but not least, the municipal street 
networks. The improvement of the municipal 
infrastructure will be a benefit for the inhabitants in 
the municipality. These goals require serious 
efforts to take, not only by the administration but 
also the Municipal Council and the people. In this 
regard, municipal management has undertaken a 
strict policy for а control of expenditures and steps 
for recovery of the financial condition of the 
municipality.  

BCRA prepared a financial forecast for the period 
2020-2022. The forecast sets the repayment of 
overdue debts in the amount of ~ BGN 5,192 
thousand in 2020. However, according to BCRA’s 
analysis, the municipality will not be able to cover 
the debt. 

The results indicate that in case of developments, 
similar to the forecast, the municipality of Sozopol 
will realize a negative cash balance and will not be 
able to serve its financial obligations.  

 

 

It should be taken into account, however, that 
the financial forecast is based, to a high 
degree, on the municipality's forecast, and 
therefore does not assess the real impact of the 
crisis caused by COVID-19, which might have a 
significant impact on the financial development 
of the municipality of Sozopol. 

 

The credit rating of the municipality of Sozopol 
could be positively affected by the significant 
reduction of overdue liabilities, as well as the 
overall indebtedness, the optimization of 
expenditures in size and structure, the control of 
the effects of the COVID-19 crisis to support 
growth and stabilization of revenues in short term. 

The rating would be negatively affected by the 
deterioration of the current difficult financial 
condition, the inability to reduce indebtedness and 
inability of the municipality to perform its basic 
obligations. 

 
 
Main Financial Indicators 

(BGN) 2019 2018 2017 

Income for local activities, incl. 16,352,037 16,647,517 13,681,434 

Own revenues: 14,204,330 14,172,639 14,131,284 

 - tax revenues 6,839,919 6,577,946 6,017,121 

 - non-tax revenues 7,364,411 7,594,693 8,114,163 

Subsidy and transfers for local 
activities  

2,147,707 2,474,878 -449,850 

Capital Expenditures 1,558,307 3,546,007 3,614,867 

Operating result 1,621,361 1,766,730 -760,536 

Operating result before interests 2,062,519 2,492,269 -212,626 

Result from investment activity 1,076,985 -425,245 -2,692,842 

Deficit/Surplus for local activities 2,698,346 1,341,485 -3,453,378 
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The rationale of the Minutes of Rating 
Committee: 

The members of the Rating Committee considered 
the Credit Rating Report and discussed the grades 
of numerous credit rating factors.   

The members discussed the accumulation of the 
overdue liabilities in the past several years, the 
burden of the debt that the municipality should 
cover. The members emphasized on the fact that 

the municipality is in financial difficulty within the 
meaning of the Public Finance Act, and discussed 
the possibilities to resolve the problem. The 
specific negative situation caused by COVID-19 
was commented, which could result in the 
deterioration of the values set in the draft budget. 
As a key factor, the members stated the fact that 
the summer tourist profile of the Municipality of 
Sozopol will largely determine its further 
development.  

 


