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Longyou State-owned Assets 
Management Co., Ltd. 

Surveillance credit rating report 
_______________________________________________ 

CCXAP affirms Longyou State-owned Assets 

Management Co., Ltd.’s long-term credit rating at BBBg-, 

with stable outlook. 

Summary 

The BBBg- long-term credit rating of Longyou State-owned Assets 

Management Co., Ltd. (“LSAM” or the “Company”) reflects (1) Longyou 

County Government’s relatively strong capacity to provide support; and 

(2) the local government’s extremely high willingness to provide support, 

based on our assessment of the Company’s characteristics. 

Our assessment of Longyou County Government’s capacity to provide 

support reflects Longyou County’s relatively good investment potential, 

with relatively good industrial base and fiscal stability, but constrained 

by its relatively small economic scale and weak fiscal self-sufficiency. 

The rating also reflects the local government’s willingness to support, 

which is based on the Company’s (1) dominant strategic role as the key 

state-owned enterprise in Longyou County; (2) high sustainability for 

public policy projects; and (3) good track record of receiving government 

payments. 

However, the rating is constrained by the Company’s (1) medium 

exposure to commercial activities; (2) increasing debt leverage and 

weak asset liquidity; and (3) medium exposure to contingent risks.  

The stable outlook on LSAM’s rating reflects our expectation that 

Longyou County Government’s capacity to provide support will remain 

stable, and the Company will maintain its important strategic role in 

infrastructure construction from the local government over the next 12 

to 18 months. 
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Rating Drivers  

• Dominant strategic role as the key state-owned enterprise in Longyou County  

• High sustainability for the public policy projects 

• Medium exposure to commercial activities 

• Good track record of receiving government payments  

• Increasing debt leverage and weak asset liquidity  

• Medium exposure to contingent risks   

Rating Sensitivities  

What could upgrade the rating?  

The rating could be upgraded if (1) Longyou County Government’s capacity to support strengthens; or (2) the 

Company's characteristics change in a way that strengthens the local government’s willingness to support, such 

as expansion of its policy role, material decrease in external guarantees, or improved debt management. 

What could downgrade the rating?  

The rating could be downgraded if (1) Longyou County Government’s capacity to support weakens; or (2) the 

Company's characteristics change in a way that weakens the local government’s willingness to support, such 

as decrease in importance of its policy role, material decrease in government payments, or deteriorated debt 

management. 

Key Indicators 

 
2020FY 2021FY 2022FY 2023Q3 

Total Asset (RMB billion) 23.9 28.2 33.2 40.4 

Total Equity (RMB billion) 10.4 13.5 13.9 14.8 

Total Revenue (RMB billion) 1.4 1.7 1.8 1.3 

Total Debt/Total Capital (%) 47.1 41.4 46.1 53.9 

All ratios and figures are calculated using CCXAP’s adjustments. 

Source: Company data, CCXAP research 

Corporate Profile  

Established in 2003, LSAM is the major local infrastructure investment and financing company (“LIIFC”) in 

Longyou County. It plays an important role in the local public policy activities, such as infrastructure construction, 

resettlement housing construction, land quota transfer, water supply, sewage treatment, and tourism. Besides, 

the Company also engages in some commercial activities such as concrete and sandstone trading, property 

leasing. As of 30 September 2023, the Company was wholly owned by Longyou State-owned Capital 

Investment Group Co., Ltd (“LSCI”), and ultimately controlled by the State-owned Assets Supervision and 

Administration Office of Longyou County Government (“Longyou SASAO”).  
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Exhibit 1. Revenue structure in 2022               Exhibit 2. Gross profit structure in 2022 

 

Source: Company information, CCXAP research 

Exhibit 3. Shareholding chart as of 30 September 2023 

   

Source: Company information, CCXAP research 

Rating Considerations 

Government’s Capacity to Provide Support 

We believe the Longyou County Government has a strong capacity to provide support given its relatively good 

investment potential, with good industrial base and relatively good fiscal stability, but constrained by its relatively 

small economic scale and weak fiscal self-sufficiency.  

Located in the western part of Zhejiang Province, Quzhou City has a good transportation network, connecting 

the four provinces of Fujian, Zhejiang, Jiangxi, and Anhui. It also has abundant resources, including mineral 

resources, human resources, and ecological resources. The pillar industries in Quzhou City include chemicals, 

machinery, cement, papermaking, and food processing. With the ongoing industrial development, the economic 

strength of Quzhou City has grown at a fast pace. In 2023, the GRP of Quzhou City increased by 6.8% year-

on-year (“YoY”) to RMB212.5 billion, and its general budgetary revenue increased by 18.0% YoY to RMB20.4 

billion. It has a good fiscal stability with tax income contributions of around 80% to the general budgetary revenue 

over the past three years. However, its fiscal balance is relatively weak with general budgetary revenue/general 

budgetary expenditure ratio of 33.7%. The local government relies on fiscal support from higher-tier 

governments and proceeds from land sales to balance its fiscal budget. Due to the weak performance in property 

market, the government fund income has dropped to RMB30.4 billion in 2023. As of 31 December 2023, the 

outstanding government debt amounted to RMB103.1 billion, accounting for 48.5% of its GRP.  
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Exhibit 4. Key economic and fiscal indicators of Quzhou City 

 
2021FY 2022FY 2023FY 

GRP (RMB billion) 187.6 200.3 212.5 

GRP Growth (%) 8.7 4.8 6.8 

General Budgetary Revenue (RMB billion) 16.4 17.3 204.2 

General Budgetary Expenditure (RMB billion) 51.8 56.8 606.5 

Local Government Debt (RMB billion) 72.0 86.4 103.1 

Source: Statistic Bureau of Quzhou City, CCXAP research 

Longyou County located in the central and western part of Zhejiang Province, with a total area of 1,143 square 

kilometers. Benefited by its advantageous location, Longyou County is an important transportation hub 

connecting Jiangxi, Anhui and Fujian provinces in the central and eastern regions of Zhejiang Province.  With 

ongoing development of its pillar industries such as special paper, green food, high-end furniture, high-end 

equipment, new materials and digital intelligent manufacturing, Longyou County has continued to grow and 

develop in recent years. In 2023, the GRP of Longyou County increased by 7.3% YoY to RMB31.9 billion, 

ranking the 4th among six districts/counties in Quzhou City. In 2023, the general budgetary revenue of Longyou 

County was RMB3.0 billion, of which tax revenue accounting for 82.5%, indicating relatively good fiscal stability. 

However, Longyou County has a relatively weak fiscal self-sufficiency, with a fiscal balance ratio of 40.1% in 

2023, showing a high reliance on fiscal support from higher-tier government and proceeds from land sales to 

balance its fiscal budget. Due to the weak performance in property market, the government fund income has 

dropped to RMB4.0 billion in 2023 from RMB6.0 billion in 2021. In 2023, Longyou County Government recorded 

an outstanding debt of RMB12.3 billion, accounting for 38.6% of its GRP.  

Exhibit 5. Key Economic and Fiscal Indicators of Longyou County 

 2021FY 2022FY 2023FY 

GRP (RMB billion) 28.8 29.9 31.9 

GRP Growth (%) 8.7 2.8 7.3 

General Budgetary Revenue (RMB billion) 2.3 2.8 3.0 

General Budgetary Expenditure (RMB billion) 6.7 6.9 7.5 

Local Government Debt (RMB billion) 9.2 10.4 12.3 

Source: Statistic Bureau of Longyou County, CCXAP research 

Government’s Willingness to Provide Support 

Dominant strategic role as the key state-owned enterprise in Longyou County 

In 2022, the local government further consolidated the local LIIFCs in Longyou County. The ownership of the 

Company was transferred to LSCI, and LSCI has become the largest the LIIFC in Longyou County while LSAM 

has become the key subsidiary of LSCI. Meanwhile, the Company remained as an important infrastructure 

construction and state-owned assets management entity in Longyou County, undertaking the mandate by the 

local government to undertake local public activities that are vital to local economic and social development, 

such as infrastructure construction, resettlement housing construction, water supply, sewage treatment, and 

tourism. Considering its high strategic significance to the development of Longyou County, we believe the 

Company will not be easily replaced by other local state-owned enterprises in the foreseeable future. 

High sustainability for the public policy projects 
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LSAM has undertaken a large amount of public policy projects, such as roads, schools, resettlement housings, 

and pipe networks, and provided utilities, tourism, and grain storage services in Longyou County. Given 

sufficient projects under construction, we consider the sustainability of the public-related businesses to be high, 

but the Company may face large capital expenditure pressure. 

The Company continues to carry out infrastructure projects by agency construction model.  As of end of 2022, 

the Company had 10 major infrastructure construction projects under construction, with a total estimated 

investment of RMB7.4 billion and an uninvested amount of RMB3.2 billion. The Company has a large amount 

of infrastructure construction projects in the pipelines, indicating strong sustainability of the business, but 

exerting a great capital expenditures pressure. 

The Company is entrusted by the local government to undertake the construction of resettlement housing with 

self-raised funds. Most of the resettlement houses will be sold to the resettlement households below market 

prices, while the rest will be sold at market prices for funding balance. As of end of 2022, the Company had 6 

major resettlement housing projects under construction, with a total estimated investment of RMB3.8 billion and 

an uninvested amount of RMB1.1 billion, indicating good sustainability of the business. 

LSAM is the sole water supplier and sewage treatment provider in Longyou County, indicating strong regional 

position. As of end of 2022, the Company had 6 water supply plants with a daily water supply capacity of 130,000 

tons and 1 sewage treatment plant with a daily sewage treatment capacity of 60,000 tons. In addition, the 

Company is responsible for the management and operation of tourism resources in Longyou County, including 

two 4A scenic spots, and the storage and sales of national grains. Given their public welfare nature, the local 

government has subsidized these businesses. 

LSAM has started land quota transfer business since 2022. The Company enters into agreements with local 

government institution and carry out the reclamation of farmland and supporting facility construction, and it 

obtained revenue by selling land quotas to other cities. In 2022, the revenue from land quota transfer business 

was RMB343 million with a high gross margin of 30.2%.  

Medium exposure to commercial activities 

In addition to public activities, LSAM is also involved in various commercial activities such as concrete and 

sandstone trading, and property leasing. We consider LSAM’s commercial business exposure to be medium, 

as its market-driven businesses account for around 25% to 30% of its total assets. 

As the most important state-owned assets management entity in Longyou County, LSAM owns a large number 

of leasable state-owned properties with total values of RMB3.2 billion as of end of 2022.These properties are 

usually leased for three to five years, providing stable rental income to the Company. In addition, it is engaged 

in the construction of self-operated properties, such as financial centers, industrial parks, and tourism projects, 

which can generate rental income, parking fee, ticket fee, and property management fee upon completion of 

construction. However, the Company needs to construct these properties by self-raised funds, exerting certain 

capital expenditure pressure. As of end of 2022, it had 11 major self-operated projects under construction or 

planning, with a total estimated investment of RMB7.9 billion and uninvested amount of RMB5.2 billion, exerting 

large capital expenditure on the Company. However, the income of self-construction projects is subject to the 

changes of operating performance, which brings uncertainty to achieve breakeven. 

LSAM’s concrete and sandstone trading business mainly involves production and sales of concrete and 

sandstone to construction companies in Longyou County and Zhejiang Province. The Company owns a 20-year 
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franchise for mining sandstone through river dredging, ensuring competitive advantage of the business. It also 

owns a concrete production line with annual production capacity of 0.5 million cubic meters. The Company also 

provides several commercial activities in Longyou County, such as security services, human resources services, 

and tourism. Although these commercial activities have brought stable income to the Company, the small 

operating scales limit their contributions to the Company’s overall revenue. 

Good track record of receiving government payments  

LSAM has a solid track record of receiving payments from the Longyou County Government. These payments 

take various forms, such as government subsidies, capital injections, and asset transfers. The Company 

regularly receives government subsidies and capital injections to support its business operation. In 2022, the 

government provided cash injection to the Company, increasing its capital reserve by RMB333.2 million. From 

2022 to 2023Q3, the Company has received government subsidies of RMB790.9 million. Overall, given the 

Company’s important position and its contribution to regional economic development, we believe that it will 

receive strong government support in times of need. 

Increasing debt leverage and weak asst liquidity 

With ongoing financing for its construction projects in recent years, LSAM has a high debt leverage. The 

Company’s total debt increased from RMB11.9 billion at end-2022 to RMB17.3 billion at end-2023Q3, while its 

total capitalization increased from 46.1% to 53.9% over the same period. Nevertheless, the Company has a fair 

debt structure and good liquidity profile. As of 30 September 2023, the Company’s short-term debt accounted 

for 25.5% of its total debt. In addition, its cash to short-term debt ratio was over 1x as of 30 September 2023, 

indicating that it maintains sufficient cash reserves to cover its short-term debt. We expect that, given its large 

future capital needs, the Company’s debt leverage will maintain at a relatively high level in the next 12 to 18 

months. 

Furthermore, LSAM has weak asset liquidity. The Company’s total asset mainly consists of inventories and non-

current assets, which accounted for 79.7% of its total asset as of 30 September 2023. The inventories are 

mainly investment costs for infrastructure construction and resettlement housing projects, while the non-current 

assets are mainly investment properties and intangible assets, which are considered low liquidity. The moderate 

asset liquidity may undermine the Company’s financial flexibility. 

Access to funding from bank financing and bond market 

LSAM has good access to funding as reflected by its good banking relationships and access to the onshore 

debt capital market. As of 30 September 2023, it held total credit facilities of RMB24.0 billion and available credit 

facilities of RMB10.7 billion, indicating sufficient standby liquidity. The Company also has access to the onshore 

debt capital market, with an outstanding amount of RMB3.5 billion Additionally, the Company has low reliance 

on non-standard financing (5.1% of total debt), such as financial leasing.  

Medium exposure to contingent risks 

LSAM has medium exposure to contingent risks due to its relatively large amount of external guarantee. As of 

30 September 2023, its external guarantee amount was RMB3.5 billion, accounting for 23.4% of its net asset. 

All of the external guarantees are provided to state-owned enterprises in Longyou County. However, should a 

credit event occurs, the Company may face certain contingent risks, which could inversely impact its credit 

quality. 
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ESG Considerations 

LSAM bears environmental risks through its infrastructure projects. Such risks could be moderated by 

conducting environmental studies and detailed planning before the commencement of projects and close 

supervision during the construction. 

The Company is also exposed to social risks as a public services provider in Longyou County. Demographic 

changes, public awareness, and social priorities shape government’s target for LSAM, or affect the 

government’s propensity to support the Company. 

LSAM’s governance considerations are also material as the Company is subject to oversight and reporting 

requirements to the local government, reflecting its public-policy role and status as a government-owned entity. 

Rating Methodology 

The methodology used in this rating is the Rating Methodology for China’s Local Infrastructure Investment and 

Financing Companies (July 2022).  

  

https://www.ccxap.com/en/rating_methodologies/methodologiey_pdf/67/
https://www.ccxap.com/en/rating_methodologies/methodologiey_pdf/67/
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entity or a debt issue. Credit ratings issued by CCXAP are opinions on the current and relative future credit risk of the rated 
entities or debt issues, but do not address any other risks, including but not limited to liquidity risk, market price risk, and 
interest rate risk.  
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