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Credit Rating Municipality of Varna 

Date of Rating Committee: 10.01.2019 06.06.2019 28.05.2020 26.11.2020 20.05.2021 

Date of Publication: 11.01.2019 07.06.2019 29.05.2020 27.11.2020 21.05.2021 

Long-term credit rating: ВВВ ВВВ ВВВ ВВВ ВВВ 

Outlook: stable stable stable stable stable 

Short-term credit rating: А-3 А-3 А-3 А-3 А-3 

Long-term national-scale 
rating: 

АА-(BG) АА-(BG) АА-(BG) АА-(BG) АА-(BG) 

Outlook: stable stable stable stable stable 

Short-term national-scale 
rating: 

А-1+ (BG) А-1+ (BG) А-1+ (BG) А-1+ (BG) А-1+ (BG) 

*Notes: 
1) To become familiar with the full rating history, please, see the table at the bottom of the document; 
2) Prior to the present publication the credit rating and rating outlook was disclosed to the rated entity or related third party.      

Following that disclosure amendments in the credit rating and rating outlook have not been executed; 
3) During the last 2 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 AD (BCRA) is the 
third qualified rating agency in the EU, registered 
under Regulation (EC) No. 1060/2009 of the 
European Parliament and the Council. The credit 
ratings, assigned by BCRA, are recognized 
throughout the EU and are fully equal with the other 
ratings, recognized by European Securities and 
Markets Authority (ESMA), without any territorial or 
other limitations. 

 

At a session of the Rating Committee of BCRA, held on 

20.05.2021 a review of the report for the credit rating 
of Varna Municipality has been discussed. The 
session was run by D.Sc. (Econ.) Kiril Grigorov, in 
his capacity as a Chairman of the Rating Committee. 
Following a discussion on changes in the factors 
affecting the rating during the review period, the 
members of the Rating Committee took the 
following decision: 

 

 

 

 BCRA – Credit Rating Agency AD (BCRA) affirms 
the following credit ratings to the Municipality of 
Varna:  

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

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

The officially adopted by BCRA Methodology for 
assigning a rating to a municipality has been used: 
https://www.bcra-
bg.com/files/Municipality_Methodology_2018_bg.pdf 

The users of the rating can find information on the 
meaning of each rating category, including definitions of 
default in the published Global rating scale on the 

BCRA’s website:  

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

The report has been prepared and the rating - 
assigned, based on information made available by 
the rated municipality, Ministry of Finance, National 
Statistical Institute, National Employment Agency, 
BCRA’ database, consultants and other public 
information sources.  

 

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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Rating Factors Analysis 

The emergence of the COVID-19 pandemic worldwide 
has turned the issue into one of the main priorities to 
address in Bulgaria as well as in all its political and 
economic partners Due to the unprecedented crisis, 
the state is in an “emergency epidemic situation”, with 
the government taking a number of legislative 
measures to limit the negative economic 
consequences.  

The COVID-19 pandemic and the measures taken to 
limit the infection have adversely impacted the 
economic activity in the country.  Preliminary data for 
2020, indicate a decline in Bulgaria's GDP of 4.2%, 
after an increase of 3.7%, achieved in 2019.  A 
slowdown is observed in the dynamics of the indicators 
for household consumption, lending, the external 
sector, as well as in inflation processes. In 2020, the 
unemployment rate rose to 5.1% (from 4.2% a year 
earlier). However, the labour income maintains an 
upward trend, with the average monthly gross salary 
amounting to BGN 1,378 (EUR 709) in 2020. 

Bulgaria has entered the current crisis with a stable 
fiscal position, accumulated reserves, and low 
government debt. According to the preliminary data, of 
the Ministry of Finance, the projected CFP balance 
reached a deficit of BGN 3.5 billion or 3% of the 
projected GDP, following the government’s fiscal 
measures to support the most affected economic 
sectors. General government debt rose to 24.7% of 
GDP in September 2020, together with the due to 
financing fiscal measures to overcome the crisis and 
the decline in GDP but remained low in a comparative 
aspect. 

In 2020, the Bulgarian Lev was included in the 
European Rate Mechanism II (ERM II), while the ECB 
commenced its direct supervision of five Bulgarian 
banks. Meanwhile, the banking sector remains stable, 
albeit with the economic shock. The capital adequacy 
and liquidity of banks are at high levels, supported by 
the steady growth of the deposit base and the anti-
crisis regulatory measures implemented by the BNB. 

Against this background, the municipalities in Bulgaria 
are expected to face serious financial and 
organizational challenges.  

The anti-crisis legislation of the government from the 
end of March 2020 does not provide for a change in 
the deadlines for payment and declaration of local 
taxes and fees, but extends until June 30, 2020, the 
deadline for using a 5% discount on prepayment of 

annual real estate or vehicles taxes. The municipalities 
have been allocated BGN 20 million to support social 
patronage used by nearly 43,000 people before the 
crisis. At a later stage, the government decided to 
exempt taxi drivers from paying local taxes in 2020, 
and the state to cover the deficiencies in municipal 
budgets. 

The Council of Ministers also approved transfers to the 
municipal budgets of BGN 24.6 million to cover the 
increased standards of the delegated activities for 
school and child healthcare, health offices and to 
increase the remuneration of the employees in the 
social sphere. The funds are provided through 
restructuring of expenditures and/or the central budget 
transfers for 2020.  

Despite the complicated environment as of the end of 
2020, at a national level is registered a slight annual 
increase of the coverage of expenditures for local 
activities with revenues. At the end of the same period 
on average for the country, however, the amount of 
debt, presented as a percentage of planned revenues, 
equalization subsidy and other transfers for local 
activities was almost unchanged compared to the 
corresponding period of the previous year. It should be 
considered that of important significance is not the 
debt value but whether the repayments are properly 
planned and budgeted.  

In terms of the investment activity of municipalities 
(share of investment expenditures in the total), an 
annual decline is observed: the average level of the 
indicator for the country is 11.28%, 14.79% at the end 
of 2019. The number of municipalities that registered a 
share of capital expenditures above the average for 
the country is 131 at the end of 2020, while at the end 
of 2019, their number is 122.  

At the end of 2020, the value of outstanding debt was 
at the amount of BGN 127.8 million, which is a strong 
decline of 25.6% compared to the end of 2019, which, 
however, is calculated at a higher basis. 

In the analysed period, Ivan Portnih (PP GERB) 
preserves the position as a Mayor for a third term of 
office, who is assisted by five deputy mayors.  

In 2020, the municipality of Varna declined the current 
revenues by 3.6% annually, while the current 
expenditures increased by 2.5%.  Thus, the operating 
result reduced by 34.6% (BGN 8 548 thousand). The 
investment result is negative, as well, due to the 
complex impact of the capital expenditures incurred 
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(BGN 35 206 thousand) and the transfers between 
accounts of EU funds.  

In 2020, the own-source revenues of Varna 
municipality declined annually by 4.0%, in both tax 
revenues (2.5%), as well as, non-tax (6.1%). In terms 
of tax revenues, it should be considered that their 
negative dynamic resulted from the COVID-19 crisis, 
the shrinkage of revenues from patent and tourist 
taxes, which, however, accounted for a slight share of 
the tax revenues (below 3%). A positive factor is the 
preservation of revenues from two main tax sources – 
taxes on property and vehicles, as well as, the 
increase of tax on acquisition of property (4.6%).   

The average collection of the real estate and vehicle 
tax, registered by the municipality in 2020, was 75.6%.  

The dynamic of the fees marked a decline of the fees 
for kindergartens, resulting in reduced attendance 
related to the COVID-19 crisis. The municipality 
reported only 36% average monthly attendance in 
kindergartens in 2020.  

The current expenditures grew, mainly, owed to the 
expenditures for repairs and wages and social 
security. 

The amount of capital expenditures is considerably 
lower in 2020, compared to those registered in the 
previous two years when significant amounts are 
invested in infrastructure projects.  

The year 2020 is the one when Varna municipality 
closes without arrears. 

In terms of the capital programme for 2020, should be 
pointed out the investments in development, 
renovation, and maintenance of the street network, 
continuing activities in the Golden Sand general 
sewers and wastewater treatment plant, as well as, the 
project for integrated urban transport.   

The prepared comparative analysis positions the 
municipality of Varna on a number of indicators to the 
national average of the municipalities, regional 
centres, and the municipality of Burgas as a 
municipality with a similar economic profile. The 
analysis indicates that the two municipalities show 
significantly more favourable levels of indicators 

compared to the two groups, while the comparison 
between the two municipalities demonstrates rather 
slight differences. 

The financial forecast prepared by the BCRA team for 
the period 2021-2023 shows that in similar 
development to the forecast, the municipality of Varna 
will realise positive operating result, as well as positive 
free cash flow throughout the entire period. 

 
  

Outlook 

The stable outlook of the ratings of the Municipality of 
Varna reflects the expectations of BCRA that the 
municipality will maintain a stable financial condition 
in 2021, despite the difficult situation related to the 
COVID-19 pandemic. 

The credit rating of the municipality of Varna could be 
positively affected by a decline in the debt burden, 
acceleration of key infrastructure project and sound 
increase of the own-source revenues. 

The rating could be negatively affected by the 
accumulation of arrears, difficulties in debt service, 
shrinkage of own-source revenues (excluding 
property sale). 

 

 

Summary of the Minutes of the Rating 
Committee: 

The members of the Rating Committee discussed the 
main factors, determining the financial condition of 
the Varna municipality in 2020. It was pointed out the 
COVID-19 pandemic inevitable effect on the 
functioning of the municipality. The members have 
outlined the effect of the epidemic on the part of 
revenues and assessed the impact weight. 

In addition, they commented on the capital 
programme of the municipality, with emphasis on the 
key infrastructure projects.  It was noted the 
favourable position of Varna municipality in 
comparative terms. 
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Table №1 

 2020 2019 2018 2017 

 amount share amount share amount share amount share 

Own-source revenues 146,060,209 104.0% 152,198,576 92.8% 143,868,211 79.4% 143,068,364 64.0% 

Taxes 86,191,255 61.4% 88,427,246 53.9% 83,265,292 45.9% 82,348,196 36.8% 

Non-tax revenues 59,868,954 42.6% 63,771,330 38.9% 60,602,919 33.4% 60,720,168 27.2% 

  VAT paid -1,629,857  -961,284  -3,728,900  -3,717,703  

Non-tax revenues without VAT 61,498,811  64,732,614  64,331,819  64,437,871  

fees 38,868,277 63.2% 42,114,793 65.1% 41,892,475 65.1% 41,399,965 64.2% 

property income 14,548,320 23.7% 12,751,526 19.7% 11,282,985 17.5% 10,293,512 16.0% 

sale of property 1,676,053 2.7% 2,398,248 3.7% 3,855,709 6.0% 5,531,517 8.6% 

fines, sanctions and penalty interest 4,602,818 7.5% 5,288,071 8.2% 4,974,429 7.7% 4,802,921 7.5% 

concessions  1,534,078 2.5% 1,884,273 2.9% 1,948,327 3.0% 1,902,468 3.0% 

others 269,265 0.4% 295,703 0.5% 377,894 0.6% 507,488 0.8% 

Subsidies and transfers -5,657,226 n/a 11,732,222 7.2% 37,403,564 20.6% 80,505,081 36.0% 

General equalizing subsidy 232,400 0.2% 198,300 0.1% 2,529,600 1.4% 2,484,700 1.1% 

Targeted subsidy for capital expenditures 2,658,700 1.9% 2,392,300 1.5% 2,204,400 1.2% 87,039,500 38.9% 

Transfers from / to state-owned enterprises 
included in the CFP 

9,789 0.0%  0.0% 545,523 0.3% 23,258 0.0% 

Other targeted transfers 9,087,000 6.5% 25,775,500 15.7% 44,642,000 24.6% 0 0.0% 

Refunded transfers  0.0%  0.0%  0.0% 0 0.0% 

Transfers between budgets  -3,720,368 n/a -2,934,751 n/a -2,743,175 n/a -3,258,854 n/a 

Transfers between budgets and accounts 
for EU funds  

-13,924,747 n/a -13,699,127 n/a -9,774,784 n/a -5,783,523 n/a 

Revenues for local activities 140,402,983 100.0% 163,930,798 100.0% 181,271,775 100.0% 223,573,445 100.0% 

 

 

Table № 2 

 2020 2019 2018 2017 

 amount share amount share amount share amount share 

Current expenditures 128,215,754 98.3% 125,049,897 98.4% 116,588,690 96.5% 108,356,734 96.2% 

Salaries  28,660,454 22.4% 25,646,782 20.5% 20,894,477 17.9% 18,084,512 16.7% 

Maintenance, incl. 83,329,367 65.0% 80,501,022 64.4% 77,334,979 66.3% 71,524,547 66.0% 

 external services 53,422,195 41.7% 54,800,433 43.8% 51,091,909 43.8% 47,096,898 43.5% 

 materials 4,331,486 3.4% 3,560,175 2.8% 3,232,959 2.8% 2,825,304 2.6% 

 Current repairs 11,624,686 9.1% 6,815,545 5.5% 8,585,478 7.4% 5,279,029 4.9% 

 water, fuels and energy 8,349,302 6.5% 8,456,423 6.8% 8,687,406 7.5% 8,389,115 7.7% 

Others 12,118,060 9.5% 14,927,709 11.9% 12,359,623 10.6% 12,669,017 11.7% 

Paid taxes, fees and 
administrative sanctions 

2,168,849 1.7% 2,042,186 1.6% 4,121,507 3.5% 4,090,139 3.8% 

Interests  1,939,024 1.5% 1,932,198 1.5% 1,878,104 1.6% 1,988,519 1.8% 
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Table №3 

 2020 2019 2018 2017 

 amount share amount share amount share amount share 

Capital expenditures 35,205,681 100.0% 88,320,450 100.0% 74,758,882 100.0% 42,712,952 100.0% 

overhaul of fixed assets 15,589,504 44.3% 21,635,938 24.5% 7,356,614 9.8% 7,764,475 18.2% 

acquisition of fixed 
assets 

18,451,342 52.4% 65,302,834 73.9% 65,351,922 87.4% 33,607,538 78.7% 

acquisition of intangible 
fixed assets 

586,464 1.7% 220,930 0.3% 79,211 0.1% 1,320,020 3.1% 

land acquisition  0.0% 141,620 0.2%  0.0% 18,300 0.0% 

capital transfers 578,371 1.6% 1,019,128 1.2% 1,971,135 2.6% 2,619 0.0% 

 

The ratings in the following tables are assigned under the previously used Methodology for assigning a 
credit rating to municipalities. 
 
The "under review" statuses are related to the entry into force of changes in the methodology and have 
affected all municipalities with an active rating at that time. The status was removed immediately after the 
review of the rating according to the updated methodology. 
  

CREDIT RATING OF VARNA MUNICIPALITY 

Date of Rating Committee: 18.11.2014 03.06.2015 09.06.2016 15.06.2017 05.06.2018 14.12.2018 

Date of publication: 19.11.2014 05.06.2015 10.06.2016 16.06.2017 08.06.2018 14.12.2018 

Long-term credit rating: 
ВВВ- ВВВ- ВВВ- ВВВ- ВВВ 

ВВВ 
(under review) 

Outlook: stable stable stable stable stable - 

Short-term credit rating: 
А-3 А-3 А-3 А-3 А-3 

А-3 
(under review) 

Long-term National-scale 
rating: 

АА- (BG) АА (BG) АА (BG) АА- (BG) АА-(BG) 
АА-(BG) 

(under review) 

Outlook: stable stable stable stable stable - 

Short-term National-scale 
rating: 

A-1+ (BG) А-1+ (BG) А-1+ (BG) А-1+ (BG) А-1+ (BG) 
А-1+ (BG) 

(under review) 

 

 

Credit rating of Varna Municipality 

Date of publication: 01.08.2011** 30.08.2012 10.05.2013 29.10.2013 25.07.2014 

Long-term credit rating: 
A- A- BBB+ BBB+ 

ВВВ+ 
(under review) 

Outlook: 
stable stable 

in 
development 

stable - 

Short-term credit rating: 
A-1 A-1 А-2 А-2 

А-3 
(under review) 

**Initial rating 

 


