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Credit rating of Municipality of Varna* 

Date of Rating Committee: 10.01.2019 06.06.2019 28.05.2020 26.11.2020 

Date of Publication: 11.01.2019 07.06.2019 29.05.2020 27.11.2020 

Long-term credit rating: ВВВ ВВВ ВВВ ВВВ 

Outlook: Stable Stable Stable Stable 

Short-term rating: А-3 А-3 А-3 А-3 

Long-term national-scale rating: АА-(BG) АА-(BG) АА-(BG) АА-(BG) 

Outlook: Stable Stable Stable Stable 

Short-term national-scale rating: 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 chart 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 fully recognized rating agency in the EU, 
registered pursuant to Regulation No. 1060/2009 
of the European Parliament and the Council. The 
credit ratings, assigned by the BCRA are valid 
throughout the EU and are fully equal to those, of 
the other agencies, recognized by the European 
Securities and Markets Authorities, without any 
territorial or other limitations.  
 
The officially adopted by BCRA Methodology 
for assigning of a credit rating to a municipality 
has been used:  

(https://www.bcra-
bg.com/files/Municipality_Methodology_2018_en.pdf). 

 

The users of the rating can find information on the 
meaning of each rating category, including the 
definition of default in the published Global rating 
scale on the BCRA’s website:  
(https://www.bcra-bg.com/files/global_scale_en.pdf) 

 

The report has been prepared and the rating - 
assigned, based on information made available by 
the rated bank, Bulgarian National Bank, National 
Statistical Institute, BCRA’ database, consultants 
and other public information sources. 

 

 

 

At a session, held on 26.11.2020, the Rating 
Committee of BCRA discussed a report of the 
review of the rating of Municipality of Varna. 
D.Sc. (Econ.) Kiril Grigorov ran the session in his 
capacity of Chairman of the Rating Committee. 
The members of the Rating Committee discussed 
the grades of numerous credit rating factors and 
took the following decision: 

 
BCRA – Credit Rating Agency affirms the 
following 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). 

 

 

 

 

 

 

 

 

https://www.bcra-bg.com/files/Municipality_Methodology_2018_en.pdf
https://www.bcra-bg.com/files/Municipality_Methodology_2018_en.pdf
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Overview of Rating Factors 
 

Тhe emergence of the worldwide COVID-19 
pandemic and addressing the issue turned into one 
of the main priorities in Bulgaria as well as in all its 
political and economic partners. The country was 
in a state of emergency from the 13th of March to 
the 13th of May 2020 due to the unprecedented 
crisis, and the government took a number of 
legislative measures to curb the negative economic 
impact. The state of emergency was thereafter 
replaced by an emergency epidemic situation by 
the end of November 2020 at least, along with new 
socio-economic measures. 

The COVID-19 pandemic and the measures taken 
to limit the infection have adversely impacted the 
economic activity in the country. The 
unprecedented shock undermined the positive 
dynamics of GDP at the beginning of the year, as 
real growth slowed to 1.8% on an annual basis in 
the first quarter, and even more pronounced within 
the second quarter with a decline of 8.5%. The 
dynamics of household consumption, lending, the 
external sector indicators and the inflation 
significantly slowed down. The unemployment 
started growing. In Q2 2020, according to the 
Employment Agency, the registered unemployed in 
the age group 15-64 was 63% higher on an annual 
basis reaching 287 thousand people. The 
European Commission forecasts a decline of 5.1% 
in Bulgarian GDP for 2020. 

Bulgaria has entered the current crisis with a stable 
fiscal position, accumulated reserves and low 
government debt. As of end-August, after the 
country's budget for 2020 was revised, the 
consolidated cash balance remained positive, 
amounting to 1.4% of projected GDP. There was a 
contraction in tax revenues (by 1.0% on an annual 
basis) and non-tax revenues (by 15.5%), along 
with an increase in grants and donations by 28.3% 
in the first eight months of 2020. Concurrently, the 
decline in budget expenditures amounted to 3.5%. 
The projected CFP balance is a deficit of BGN 3.5 
billion or 3% of the projected GDP. We expect the 
government debt-to-GDP ratio to rise to 
approximately 25% in 2020 due to financial needs 
arising from the anti-crisis fiscal measures and the 
decline in GDP. 

The development of economic processes in the 
country, including in the context of the pandemic of 
COVID-19, have been analysed in detail by BCRA 
- Credit Rating Agency. A Rating Rationale of the 

Sovereign Rating assigned by BCRA to the 
Republic of Bulgaria is available at our official 
website:mhttps://www.bcra-
bg.com/files/rating_republic_of_bulgaria_oct_2020_
en.pdf 

 
Against this background, the municipalities in 
Bulgaria expectedly face serious financial and 
organizational challenges. 

The government's anti-crisis legislation from end-
March 2020 did not provide for a change in the 
deadlines for payment and declaration of local 
taxes and fees but extended until June 30, 2020, 
the deadline for the 5% discount on prepayment of 
annual real estate and vehicles taxes. The 
municipalities were financed with BGN 20 million to 
support social patronage used by nearly 43 000 
people before the crisis. At a later stage, it was 
decided to exempt taxi drivers from paying local 
taxes in 2020, as well as the state to cover the 
deficiencies in municipal budgets. 

The Council of Ministers also approved transfers to 
municipal budgets of BGN 24.6 million to cover the 
increase of the standards for the activities 
delegated by the state for school and children's 
health care, health offices and to increase the 
salaries of employees in the social sphere. The 
funds are provided through a restructuring of 
expenditures and/or the central budget transfers 
for 2020. 

In the first half of 2020, the municipalities in 
Bulgaria demonstrated divergent changes in the 
main parameters of financial conditions compared 
to the same period of 2019 as well as a weaker 
investment activity. The aggregate budget balance 
was positive. The amount of overdue liabilities has 
increased (by BGN 36.1 million on an annual 
basis), and also did the liabilities of the 
municipalities in financial difficulties (by BGN 9.8 
million). Thus, the amount of overdue liabilities at 
the end of June 2020 reached BGN 143 827 
thousand. Concurrently, the commitments made 
decreased by BGN 5.1 million. 

A survey of the National Association of 
Municipalities in the Republic of Bulgaria 
(NAMRB), conducted by using data provided by 
217 out of the 265 municipalities for the period 
January-April 2020, summarised the trends and 
the impact of the crisis with COVID-19 on 
municipal budgets. The results of the study can be 
defined as highly disturbing. 

 

https://www.bcra-bg.com/files/rating_republic_of_bulgaria_oct_2020_en.pdf
https://www.bcra-bg.com/files/rating_republic_of_bulgaria_oct_2020_en.pdf
https://www.bcra-bg.com/files/rating_republic_of_bulgaria_oct_2020_en.pdf
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Non-tax revenues have been negatively affected 
by restrictions imposed on certain activities; the 
measures taken to support local households and 
businesses including the exemption or deferral of 
some local taxes as well as of the rents due on the 
use of municipality property for the period of the 
state of emergency. 

In general, the opportunities for a reduction of the 
expenditures in the municipal budgets are 
extremely limited in the current conditions. In the 
first months of 2020, municipalities reduced the 
maintenance expenditures, interest payments, 
subsidies, and investments, at the expense of the 
increase of social expenditures. The reported 
extraordinary and unforeseen expenses in March-
April 2020 slightly exceeded BGN 6 million, and to 
a large extent were related to the obligations of the 
municipalities for the implementation of the anti-
epidemic measures. 

The NAMRB concludes that the sharp decline in 
own-source revenues, in addition to the 
extraordinary costs for anti-epidemic measures, 
put at risk the financing for basic municipal 
services, not only during the year but also in the 
medium term. 

In the first half of 2020, the Municipality of Varna 
generated a positive operating result in the amount 
of BGN 31 326 thousand, which was 6.0% higher 
on an annual basis. The result of investment 
activity was negative, but lower in absolute terms. 
Given the amount of the operating surplus, the 
municipality reported a positive net cash flow, 
contrary to the negative result for the first half of 
2019. 

The own-source revenues of the Municipality of 
Varna amounted to BGN 80 861 thousand, by 
2.7% less on an annual basis. The main driver was 
the decrease in local fees revenues (by 8.5%), 
which was largely due to the significant decrease 
of 43.7% in collected fees for kindergartens. During 
the state of emergency declared in March 2020 in 
response to the COVID-19 spreading, the 
kindergartens were closed. In addition, parents 
whose children did not attend kindergartens were 
exempt from paying the fee following the 
introduction of an emergency epidemic situation in 
July 2020. These factors defined the sharp decline 
in fee revenues.  

The fee for household waste - the main item – 
reported a decrease by 4.6%. 

The proceeds from the sale of property (which for 
the analysed period reached BGN 229 thousand, 

compared to BGN 1 165 thousand for the same 
period of the previous year) also contributed 
significantly to the reduction of own-source 
revenues. It should be noted that this type of 
income is not evenly distributed throughout the 
year. 

There was no significant change in the amount of 
tax revenues during the period - they increased 
slightly by 1.9%. The main contributor to the 
growth was the property acquisition tax (20.9%), 
which was partially offset by the decline in patent 
and tourist tax revenues. 

The current expenditures for local activities and co-
financing of the municipality of Varna in the first 
half of 2020 declined annually by 5.8%. The 
expenses for salaries retained their upward trend, 
with a registered growth of 6.7%. With regard to 
maintenance, it should be noted that there was a 
decrease of 3.8%, mainly due to the expenses for 
external services (8.2%). 

The capital expenditures made by the municipality 
in the first half of 2020 amounted to BGN 14 792 
thousand, which was approximately half of those 
incurred during the respective period of the 
previous year. It should be borne in mind that this 
type of expenditure is not evenly distributed 
throughout the year as well. 

The last data provided at the end of August 2020, 
showed that the municipality had no arrears. The 
amount of debt increased by 8.7% compared to the 
end of 2019, but its size as a percentage of 
planned revenues slightly decreased for the period 
(by 0.9 pp.). 

In the first half of 2020, the structure of the 
expenditures by function remained dominated by 
the expenditures for public works with a share of 
42.5% (55.4% a year earlier). The share of 
expenditures for economic activities and services 
expanded to 18.6% as compared to 12.1% for the 
first half of 2019. 

The expenses for construction, repair and 
maintenance of the street network dominated the 
capital expenditures during the period January - 
June 2020 with a value of BGN 8 574 thousand 
and a share of 58.0%. 

The main infrastructure projects that the 
municipality has been working on during the 
observed period included: 
- the repair, reconstruction and modernisation of a 

branch building of the Theatre and Music 
Production Centre;  
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- energy efficiency of multifamily residential 
buildings; 

- aestheticisation and modernisation of the urban 
environment in Varna; 

- integrated urban transport in the city of Varna 
(second phase); 

- the wastewater infrastructure of Golden Sands 
resort; 

- modernisation and reconstruction of a fishing port 
in the Asparuhovo region. 

The general capital program of the municipality of 
Varna for the first half of 2020 amounted to BGN 
18 214 thousand. The own financing reached a 
share of 14.6%, and the EU funds’ - 17.5%. In the 
group Other sources of financing (62.2% of the 
total capital program) BGN 11 323 thousand 
comprised the bank and bond loans. 

Ivan Portnih is the mayor of the municipality. There 
was a change in the administrative structure within 
the general administration. A directorate Ecology 
and Environmental Protection was constituted in 
the beginning of June 2020 in pursue of a more 
effective strategic policy on water, air, waste and 
green management. 

 

Outlook 

The stable outlook of the Credit Rating of the 
Municipality of Varna reflects the opinion of BCRA 
that despite the unfavourable macroeconomic 
situation, the municipality will maintain a stable 
financial position. 

 
The credit rating of the municipality of Varna could 
be positively affected by 

 a significant increase in own-source revenues; 

 a significant increase in the operating result; 

 successful implementation of investment 
projects. 

 
The rating could be negatively affected by  

 accumulation of arrears; 

 difficulties in servicing the municipal debt; 

 shrinking own-source revenues (excl. the sale 
of property). 

Table №1           

 
VI 2020 VI 2019 2019 2018 2017 

BGN' 000 / % size share size share size share size share size share 

Own-source revenues 80 861 102% 83 114 117% 152 199 93% 143 868 79% 143 068 64% 

Taxes 48 973 62% 48 068 68% 88 427 54% 83 265 46% 82 348 37% 

Non-tax revenues 31 888 40% 35 046 49% 63 771 39% 60 603 33% 60 720 27% 

VAT paid -709   -560   -961   -3 729   -3 718   

Non-tax revenues without VAT paid 32 597 
 

35 606 
 

64 733 
 

64 332 
 

64 438   

local fees 24 022 74% 26 260 74% 42 115 65% 41 892 65% 41 400 64% 

property income 5 399 17% 5 623 16% 12 752 20% 11 283 18% 10 294 16% 

sale of property 229 1% 1 165 3% 2 398 4% 3 856 6% 5 532 9% 

fines, sanctions and penalties interest  1 757 5% 2 153 6% 5 288 8% 4 974 8% 4 803 8% 

concessions 1 156 4% 789 2% 1 884 3% 1 948 3% 1 902 3% 

others 33 0% -384 -1% 296 1% 378 1% 507 1% 

Subsidies and transfers -1 536 -2% -12 159 -17% 11 732 7% 37 404 21% 80 505 36% 

General equalizing subsidy  174 0% 149 0% 198 0% 2 530 1% 2 485 1% 

Targeted subsidy for capital 
expenditures 

459 1% 0 0% 2 392 2% 2 204 1% 87 040 39% 

Contributions to the Central Budget for 
previous years 

0 0% 0 0% 0 0% 0 0% 0 0% 

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

0 0% 0 0% 0 0% 546 0% 23 0% 

Other targeted transfers 0 0% 0 0% 25 776 16% 44 642 25% 0 0% 

Refunded transfers 0 0% 0 0% 0 0% 0 0% 0 0% 

Transfers between budgets -1 085 -1% -2 420 -3% -2 935 -2% -2 743 -2% -3 259 -2% 

Transfers between budgets and 
accounts for EU funds 

-1 084 -1% -9 887 -14% -13 699 -8% -9 775 -5% -5 784 -3% 

Revenues for local activities 79 325 100% 70 955 100% 163 931 100% 181 272 100% 223 573 100% 



 

CREDIT RATING  
Municipality of Varna 
Credit Rating: ВВВ / A-3 

Outlook: Stable 
National-scale Rating: AA- (BG) / A-1+ (BG) 

Outlook: Stable 

95, Evlogi & Hristo Georgievi Blvd., floor 1 
1142 Sofia 

тел.:(+359-2)  987 6363     
www.bcra-bg.com        

 

BCRA – CREDIT RATING AGENCY 
 
5 

Table №2           

  VI 2020 VI 2019 2019 2018 2017 

BGN' 000 / % size share size share size share size share size share 

Current expenditures 49 480 96.0% 52 534 96.5% 125 050 98.4% 116 589 96.5% 108 357 96.2% 

Salaries 11 067 22.4% 10 373 19.7% 25 647 20.5% 20 894 17.9% 18 085 16.7% 

Maintenance, incl. 30 859 62.4% 32 084 61.1% 80 501 64.4% 77 335 66.3% 71 525 66.0% 

external services 20 607 41.6% 22 436 42.7% 54 800 43.8% 51 092 43.8% 47 097 43.5% 

materials 2 353 4.8% 1 478 2.8% 3 560 2.8% 3 233 2.8% 2 825 2.6% 

current repairs 1 221 2.5% 909 1.7% 6 816 5.5% 8 585 7.4% 5 279 4.9% 

water, fuels and energy 4 512 9.1% 4 533 8.6% 8 456 6.8% 8 687 7.5% 8 389 7.7% 

Others 4 621 9.3% 7 262 13.8% 14 928 11.9% 12 360 10.6% 12 669 11.7% 

Paid taxes, fees and administrative 
sanctions 

1 964 4.0% 1 863 3.5% 2 042 1.6% 4 122 3.5% 4 090 3.8% 

Interest 969 2.0% 953 1.8% 1 932 1.5% 1 878 1.6% 1 989 1.8% 

 
 
Table №3 

  VI 2020 VI 2019 2019 2018 2017 

BGN' 000 / %  size share size share size share size share size share 

Capital expenditures 14 792 100.0% 29 872 100.0% 88 320 100.0% 74 759 100.0% 42 713 100.0% 

overhaul of fixed assets 9 192 62.1% 27 659 92.6% 21 636 24.5% 7 357 9.8% 7 764 18.2% 

acquisition of fixed assets 5 547 37.5% 1 559 5.2% 65 303 73.9% 65 352 87.4% 33 608 78.7% 

acquisition of intangible fixed assets 2 0.0% 221 0.7% 221 0.3% 79 0.1% 1 320 3.1% 

land acquisition 0 0.0% 0 0.0% 142 0.2% 0 0.0% 18 0.0% 

capital transfers 50 0.3% 433 1.4% 1 019 1.2% 1 971 2.6% 3 0.0% 

 
 
 
Summary of the Minutes of the Rating Committee: 
 
The members of the Rating Committee reviewed the financial condition of the municipality of Varna at the 
end of the first half of 2020. The relatively stable performance in the conditions of the COVID-19 pandemic 
was taken into account. Attention was also paid to the annually decreased revenues from sale of property, 
as well as the reduced capital expenditures compared to the same period in 2019 (given the uneven 
distribution of these positions during the year). 

It was noted that the municipal authorities have managed to maintain adequate functioning of the municipal 
administration in critical circumstances and to maintain a very good financial condition by mid-2020. 
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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 Municipality of Varna 

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 Municipality of Varna 

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 

 


