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BCRA -  CREDIT RATING AGENCY 

 

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

restrictions.  

„BCRA – Credit Rating Agency” (BCRA) 
assigns the following ratings to Municipality of 
Varna:  

 Long-term credit rating ВВВ, outlook: 
stable, short-term credit rating А- 3;  

 Long-term national-scale credit rating 
АА- (BG), outlook: stable, short-term 
national-scale rating А-1+ (BG). 

The officially adopted by BCRA methodology 
for assigning a credit rating to municipalities is 
applied: https://www.bcra-
bg.com/files/Municipality_Methodology_2014_bg.pdf 

To elaborate the credit report and to assign the 
credit rating, BCRA uses 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. 

In 2017, the Bulgarian economy marks a real 
growth of 3.6% (3.9% in 2016), major drivers being 
the domestic consumption and the export of goods 
and services. The balance on current account as of 
the end of 2017 reports surplus at the amount of 
EUR 2 504 million (3.9% of GDP). 

In 2017, the FDI in Bulgaria decreases by EUR 
129.5 million, compared to the previous year and 
amount at EUR 950 million or 1.9% of the GDP. 
Over half of investment flows (56.5%) are 
registered in the form of debt instruments. The 
equity investments report a drop of 70.5% on an 
annual basis. 

As of the end of 2017, the country's gross external 
debt amounts to EUR 32,350 million (63.5% of 
GDP). Debt amount registers a nominal decline of 
4.4% compared to the end of the previous year 
mainly due to a significant decrease in the 
government's external debt as a result of the 
repayment of Eurobonds maturing in July. The 
share of long-term external debt in total external 
debt is 76.9% (78.2% at the end of 2016). 

https://www.bcra-bg.com/files/Municipality_Methodology_2014_bg.pdf
https://www.bcra-bg.com/files/Municipality_Methodology_2014_bg.pdf
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The labour market data in 2017 reports record-high 
indicators for the economic activity and 
employment rates. Ascending remains the labour 
income trend. Unemployment ratio also comes 
close to its pre-crisis levels (5.7 % for the last 
quarter of 2017). 

In the period 2014-2016, the price level in Bulgaria 
(measured by the annual average HICP) is 
characterised by constant deflation processes. 
Since mid-2017, the deflation is overcome and the 
annual average price reaches 1.2% at the end of 
the year. The main contribution for the increase in 
prices have the food and commodity products on 
international markets. 

Regarding the banking system, the events since 
2014 contribute to the emergence of a potential 
danger to banking institutions from deepening the 
banking crisis and affecting a larger number of 
actors in the sector. Despite the increased risk in 
the financial system, marked by the fall of one of 
the main participants and the danger of fall of the 
second one, the banks in Bulgaria retain their 
stability. The announced results on August 13, 
2016, from the held Asset Quality Review (AQR) 
and Stress Tests (ST), show that the banking 
sector is stable, well capitalized and support with 
public resources is not necessary. 

The amount of own revenues of municipalities in 
Bulgaria, increases for a sixth consecutive year, as 
for the period the cumulative growth is at 40.2%, 
while for the last year is 9.5%, compared to 4.0% 
for the previous year. The ascending trend retains 
the income from local taxes and fees, with trends 
of 15.7% and 5.4% and exceed the reported rates 
from the previous year of 5.2% and 2.2%, 
respectively. The income from property 
management also increases by 4.6%, compared to 
6.8% in 2015. 

After two consecutive years of considerable growth 
of 21.0% in 2013 and 20.8% in 2014, in 2015 is 
observed a decline of 2.0% in the income from the 
property sale, while in 2016 the decrease is 19.4%. 
This is not a negative factor in the view of the one-
off nature of the revenue source. 

Following a growth of 15.3% in 2014, in the next 
year, the values of expenses for local activities and 
government funding remains almost unchanged 
(growth below 1%). With a major share in their 
structure are the maintenance costs at a rate of 

47.6%, which record an increase of 4.8% on an 
annual basis. In 2016, the expenses for local 
activities and government funding decline by 9.3%. 

After two consecutive years of shrinking municipal 
overdue liabilities, in 2015, again, their growth is 
observed (19.2% on an annual basis) and they 
amount at BGN 189.9 million. (BGN 159.3 million 
at the end of 2014). As of the end of 2016, overdue 
liabilities slightly decrease to BGN 184.4 million. 

As of the end of 2017, the overdue liabilities under 
the municipal budgets amount to BGN 146.1 
million and 143 municipalities or 53% of a total 
number of municipalities form them. Above 46% or 
122 municipalities of the total end the fourth 
quarter of 2017 without overdue liabilities. The 
decrease in overdue liabilities reports 34% or 89 
municipalities, the total decrease of overdue 
liabilities is BGN 51.2 million compared to the end 
of 2016. For the same period, 24% of 
municipalities or 78 municipalities increase their 
overdue liabilities within one year in total by BGN 
12.9 million. 

In 2017, the population in Bulgaria continues to 
decline at the same rate as in the previous year – 
(-0.73%).  

In contrast, Varna Municipality retains its positive 
upward trend, and even slightly increases it, which 
is assessed positively. The density of the 
population in the municipality remains much higher 
than the average for the country and continues to 
increase, albeit slightly. This of the country has 
slightly decreased over the last year.  

The Municipality of Varna continues to report the 
higher share of the working-age population 
compared to the average level in the country. A 
positive factor is the slightly higher weight of the 
under-working age population of Varna than the 
average in Bulgaria. 

The unemployment rate in Varna region is 4.7% on 
average for 2017 and decreases by 1.0 p.p. 
compared to the previous year. In the city of Varna, 
the average annual unemployment rate is 3.0%, by 
0.4 p.p. lower than the previous year.  

After an increase of 8.3% in 2015, in the next 
2016, the production output of the companies in 
the Municipality of Varna slightly decreased by 
2.9% on a yearly basis. The decrease is due to the 
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decline in the construction sector, which decreased 
by 38.4% (BGN 589 million).  

After two years of decline in 2016 investments in 
fixed assets of enterprises in the municipality 
increased by 21.2%. For the growth of investment, 
a most contributing sector is the sector of real 
estate operations (82.8%, 66.0 million. Lev), 
followed by construction (39.3%, 25.8 million. Lev) 
and "HORECA" (29.4 %, BGN 16.9 million).  

In 2016, the companies in the Municipality achieve 
a positive financial result, higher by 21.2% 
compared to the one reported a year earlier.  

Although smaller (by 10.3% compared to 2017. In 
addition, by 10.2% compared to 2016.) The 
municipality reported a positive operating result. In 
2017 the result is at the amount of BGN 31 665 
thousand which represents 22.1% of the own 
revenues of the municipality for the period. The 
result of the investment activity is also positive, as 
a result, the municipality formed a positive net cash 
flow of BGN 72 504 thousand. 

Own revenues of the municipality register a growth 
of 1.6% on an annual basis, incl. tax revenue 
growth of 1.2%. A major tax item is the property tax 
of 39.5%, the revenue of which increases by 1.7%. 
In the case of vehicle tax, however, is registered a 
decline of 7.8% on an annual basis.  

The fees with a share of 64.2% dominate non-tax 
revenues. Fee revenues increased slightly 
compared to 2016, below 1%. The main fee, for 
domestic waste management, registers a decline 
of below 1% and the administrative services fees 
report the highest growth report, by 15.3%.  

The sale of municipal property marks a significant 
increase of more than 120%, reaching BGN 5 532 
thousand, which is the highest level for the last few 
years. 

In 2017, the current expenses for local activities 
and from state financing report a growth of 6.1% 
compared to the previous year. The maintenance 
being the main element of those expenses 
increases by 2.4%, while its main component, the 
expenses for external services, with a share of 
43.5%, increase by 8.3%.  

As at the end of 2017 and to the end of the first 
quarter of 2018, the municipality does not report 
any overdue liabilities, which is positively 
assessed.  

The expenditures for local activities and financing 
of the state activities of the Municipality of Varna 
show an increase of 23.7% largely on the capital 
expenditures (growth over 110%) than on the 
current ones, with an increase of 6.1%.  

The share of public utility costs continues to be 
volatile and increases by 8.1 p.p. in 2017 up to 
50.3%, which is the highest value since 2006. With 
1.5 p.p., up to 13.3% also increases the share of 
education expenses. At the expense of them, the 
weight of the other functions decreases, except for 
Defence and Security and Health, which remain 

unchanged. 

The current expenses for public utilities and 
construction raise for a third consecutive year, 
reaching the amount of BGN 39 964 thousand, 
which account for 36.9% of total current 
expenditures and growth of 10.8% on a yearly 
basis. As accepted, their structure is dominated by 
the cleaning expenses with a share of 63.2%, 
which grow by 18.0% compared to 2016. 

The capital expenditures by functions are at the 
amount of BGN 36 064 thousand, which is 132.3% 
more than the previous year, but only 5.4% more 
than in 2015. The investments by functions 
represent 84.4% of the total capital expenditures 
funded by the budget during the year.    

Most important projects implemented by the 
Municipality of Varna are the following:  

- "Preparation and implementation of a project 
for development of wastewater infrastructure 
in agglomeration "Golden Sands", Municipality 
of Varna", totalling to BGN 37 150 thousand;  

- "Improvement and modernization of the 
educational infrastructure of the Vocational 
School of Forestry and Woodworking "Nikolay 
Haytov" and of the "Ivan Bogorov" Vocational 
School of Economics Varna, totalling BGN 
2,800,000.  

- "Aesthetics and modernization of the urban 
environment in Varna" totalling BGN 
34,407,000;  

- "Integrated urban transport of Varna - second 
phase" under the program "Regions in 
Growth" totalling BGN 37 233 thousand. The 
deadline is January 2021. 

The amount of the capital program in 2017 is BGN 
42 713 thousand, compared to BGN 19 994 
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thousand in 2016, i.e. there is an increase of 
113.6%. The amount invested from EU funding is 
BGN 11 676 thousand, which accounts for 27.3% 
and the share of own funds is 20.9%. Significant is 
the weight of funding from the state budget. 

The comparative analysis evaluates the main 
financial indicators of Varna municipality with the 
average values of the group of municipalities, the 
administrative centre of which is also a district 
centre (except Sofia), calculated per capita. A 
separate comparison with the Municipality of 
Burgas, which has a similar economic profile.  

In 2016 the total income per capita of the 
Municipality of Varna is lower than the average for 
the country and those of the Municipality of 
Burgas, but are close to the average reported for 
the group of municipalities, which are a regional 
centre. In the case of local income, Varna exceeds 
both the average for the country and the group of 
municipalities, but not the municipality of Burgas. 
In terms of own revenues, Varna is best 
represented in a comparative plan, while in capital 
expenditures with budget funds, Varna municipality 
occupies the most unfavourable position.  

During the review period, mayor of the Varna 
Municipality is Ivan Portnih, who is in his second 

mandate. Seven Deputy Mayors assist the 
activities of the mayor.  

The achieved collection in 2017 is as follows: 65% 
of property tax, 47% of motor vehicle tax and 62% 
of the domestic waste fee. 

BCRA prepares the financial forecast for the period 
2018-2020. The received results show that in 
development similar to the forecast, the 
Municipality of Varna will achieve a positive 
operating result for the entire period. The free-
cash-flow over the past year has a negative value 
in absolute terms, but the funds on the accounts 
cover it multiple times. 

 

 

As far as the rating of the Municipality of Varna is 
limited by the rating of Bulgaria, favourable 
influence on it might have a possible rise in 
sovereign rating. 

The increase of overdue obligations, the negative 
operating result, the reduction in the values of own 
incomes, a drop in the collection on main items in 
the budget, a substantial increase in leverage 
might be reasons for downgrading the credit rating.   
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 Main Financial Indicators 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Resume of the Minutes of the Rating Committee: 
 
The members of the Rating Committee reviewed the Credit Rating Report of the Municipality of Varna and 
discussed the factors for the assignment of the credit rating. It was remarked the lack of overdue liabilities, 
the growth in income from sale of municipal property, the comparatively favourable demographic situation, 
the registered positive operating result, as well as the stable development in overall financial status and the 
position of the municipality in a comparative aspect.  
The long-term national-scale rating AA- (BG) and the short-term national-scale rating А-1+ (BG) were 
assigned on the basis of the position of the rating characteristics of the municipality in a comparative aspect 
compared to the other municipalities in Bulgaria. 
. 
 

(BGN) 2017 2016 2015 

Income for local activities, incl. 223 573 445 135 316 922 121 416 111 

Own revenues: 143 068 364 140 759 956 123 353 307 

 - tax revenues 82 348 196 81 379 820 65 862 360 

 - non-tax revenues 60 720 168 59 380 136 57 490 947 

Subsidies and transfers for local activities 80 505 081 -5 443 034 -1 937 196 

Capital expenditures 42 712 952 19 994 284 51 750 271 

Operating result 31 664 813 35 302 738 35 253 155 

Operating Result before interest payments 33 653 332 37 523 157 37 327 676 

Result from investment activities 40 838 946 -22 118 295 -51 296 724 

Deficit/Surplus for Local activities 72 503 759 13 184 443 -16 043 569 


