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Abstract 

Using the methods of comparative analysis and quantitative analysis, taking Dongfang 
Risheng new energy Co., Ltd. as the research object, according to the theoretical basis of 
capital structure, this paper analyzes the operation status of the enterprise, makes a 
horizontal comparative analysis with the same industry, and makes a vertical 
comparative analysis of the company's financial indicators and debt structure. It is found 
that although the company's asset scale is expanding, its profitability and solvency are 
declining. There are some problems in Dongfang Risheng's capital structure, such as high 
asset liability ratio, high equity concentration and few financing channels. In order to 
promote the healthy development of Dongfang Risheng company, the corresponding 
countermeasures are put forward according to the existing problems. 
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1. Introduction 

With the rapid growth of economy, the demand of electrical manufacturing capacity is 
expanding, and the total energy consumption of our country is also rising with the rapid 
development. Now we not only need to rely on old energy, but also need to develop new energy, 
which is a new strategic industry in our country, and the development of new energy needs the 
development of electrical manufacturing industry. In recent years, the electrical manufacturing 
industry is booming, which has far-reaching significance in China to realize the transformation 
of energy development mode and promote the strategic adjustment of China's economic 
structure. With the development of new energy electrical manufacturing industry and the 
change of industrial policy, the threshold for enterprises to be shortlisted is constantly rising. 
Energy enterprises are facing the difficulties of imperfect system and lack of funds, and the 
industry competition is fierce. Dongfang Risheng new energy Co., Ltd. is a medium-sized 
enterprise in new energy enterprises. Therefore, the study of its capital structure can further 
understand the debt capital and equity capital of enterprises.  

Dongfang Risheng new energy Co., Ltd. was established in 2002. The company is located in 
Tashan Industrial Park, Meilin street, Ninghai County, Zhejiang Province. It was listed on 
Shenzhen growth enterprise market in 2010 with the stock code of 300118. On September 1, 
2019, Dongfang Risheng ranked 487 in the top 500 Chinese manufacturing enterprises in 2019. 
Dongfang Risheng is a high-tech electrical manufacturing enterprise in the global solar industry. 
Its main business projects include solar photovoltaic products, solar cell products and solar 
modules. Mainly engaged in the development of photovoltaic power generation network and 
photovoltaic independent power supply system, business all over the world in many countries. 

Capital structure refers to the value composition and proportional relationship of various kinds 
of capital of an enterprise. It is also the combination of debt and equity. It is the result of 
financing combination of an enterprise in a certain period of time[1] Capital structure is the 
core problem of enterprise planning and decision-making, which is of great significance to the 
pursuit of the maximization of enterprise interests[2]. 
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Shi Xiaoyan (2013) thinks that the capital structure of new energy enterprises is lower than the 
average level of the industry in terms of profit index, but the overall operation ability is strong, 
the debt structure is relatively balanced, the asset liability ratio is high and the range of change 
is small, the growth rate of total assets is reduced, and the development potential is large, but 
it needs guidance [3]. 

Wu Dijia and Lin Guilan (2017) analyzed the top ten leading enterprises of China's new energy 
enterprises from 2013 to 2015, and used their financial data to analyze the capital structure 
index score and enterprise performance index of leading enterprises. It is considered that the 
new energy enterprises should improve the earnings retention ratio, debt financing ratio and 
shareholder equity structure distribution to improve the enterprise performance, and that the 
enterprise performance is related to the enterprise capital structure [4]. 

Yue Yao (2018) analyzed the capital structure of 77 Shanghai and Shenzhen A-shares, and 
concluded that the annual debt scale of Listed Companies in the new energy industry did not 
change significantly. In the debt structure, the structure of non current liabilities and current 
liabilities was unbalanced, and they relied too much on short-term funds. Therefore, the 
financing structure needed to be optimized and expanded [5]. 

2. The Current Situation and Comparative Analysis of Dongfang Risheng 

2.1. Business Status of the Company 

As shown in Table 1, the total operating revenue of Dongfang Risheng shows a wavy upward 
trend. Except for the decrease in 2018, the rest of the total operating revenue shows a positive 
development in recent years. By the end of 2019, the total operating revenue was 14.4 billion 
yuan, an increase of 47.7% over 2018. Among them, the total profit in 2019 is 1.136 billion yuan, 
an increase of 313% over the same period in 2018, with a good development trend. By 
optimizing management, improving efficiency and reducing operating costs in recent years, 
together with policy support, the company's operating revenue has improved by leaps and 
bounds. Although the profit in 2018 decreased significantly compared with that in 2017, the 
operating profit in 2019 made up for the previous loss and could keep the same level as that in 
recent years. 

 

Table 1. Basic information of Dongfang Risheng's business income from 2015 to 2019 (unit: 
100 million yuan) 

Project 2015 2016 2018 2019 
Total operating revenue 52.590 70.170 97.520 144.000 

Operating profit 4.306 6.818 2.748 11.360 
Profit before tax 4.480 8.557 2.629 11.290 

 

The product income of Dongfang Risheng's operating projects from 2018 to 2019 is shown in 
Table 2. During the reporting period, in order to further enhance the core competitiveness of 
solar modules, Dongfang Risheng continued to increase the resource allocation of relevant 
departments, expand high-quality projects, and actively comply with the development policy. 
At the same time, Dongfang Risheng new energy Co., Ltd. actively adjusts the industrial 
structure, actively upgrades products, improves enterprise competitiveness, and actively seeks 
cooperation through optimizing production efficiency, reducing management costs and raw 
materials, and reducing high-tech labor costs. Compared with 2018, the product revenue in 
2019 has increased significantly, and the action has received obvious positive feedback. 
However, the EPC and transfer projects of solar power station are reduced due to the shift of 
product focus. 
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Table 2. Main business income statement of Dongfang Risheng from 2018 to 2019 (unit: 100 
million yuan) 

 2018 2019  

Types of income 
Amount of 

money 
Proportion of 
income (%) 

Amount of 
money 

Proportion of 
income (%) 

Increase/ 
decrease rate (%) 

Solar cells and modules 71.01 72.82 114.90 79.77 61.81 
Photovoltaic cell packaging 

film (EVA, etc.) 
9.04 9.27 11.88 8.25 31.41 

Electricity revenue of 
photovoltaic power station 

4.74 4.86 7.51 5.22 58.43 

EPC and transfer of solar 
power plant 

9.57 9.82 5.09 3.53 -46.81 

Other 1.12 1.15 2.53 1.76 125.89 

 

2.2. Vertical comparative analysis on capital structure of Dongfang Risheng 

2.2.1. Financial situation of Dongfang Risheng 

According to the analysis of the actual financial indicators, from the company size, operating 
capacity, solvency and profitability to analyze the operation of Dongfang Risheng.  

(1) Company size 

 

Table 3. Asset scale of Dongfang Risheng in 2015-2019 (unit: 100 million yuan) 
Index 2015 2016 2017 2018 2019 

total assets 84.86 99.65 165.1 187.8 256.1 
Main business income 52.59 70.17 102.67 91.66 141.51 

 

Table 3 takes the total assets and main business income as the measurement index of the 
company's scale. It can be seen from table 3 above that before December 31, 2019, the total 
assets of Dongfang Risheng will be RMB 25.61 billion, an increase of 36.4% compared with 2018. 
During the reporting period, with the rapid development of the global photovoltaic industry 
and the advent of the network era, the cost of solar power generation will continue to decrease, 
and the demand for photovoltaic products will further increase. 

(2) Profitability 

Profitability refers to the ability of an enterprise to obtain profits. Usually, it is mainly expressed 
as the profit level of a company in a certain period of time. When analyzing the profitability of 
Dongfang Risheng, this paper objectively evaluates its profitability based on the net profit rate, 
return on total assets, return on total assets, return on assets and other index values. The data 
are shown in Table 4 below. 

 

Table 4. Dongfang Risheng 2015-2019 profitability index 
Index 2015 2016 2017 2018 2019 

Net profit margin on sales (%) 8.72 12.51 8.10 2.96 6.46 
Net profit margin of total assets (%) 4.72 7.37 4.44 1.27 4.24 

Return on net assets (%) 11.30 20.29 16.04 3.10 12.39 
Return on total assets (%) 4.49 7.47 4.91 1.32 4.39 

 

Since 2015, due to the change of the company's business strategy and the subtle influence of 
the market prospect, the overall profitability of Dongfang Risheng has been greatly affected. 
The indicators from 2015 to 2019 are wavy, and the profitability of 2019 is significantly lower 
than that of previous years. The main reasons for the decline are as follows: the competition of 
new energy manufacturing industry intensifies, the industry needs to be upgraded, the industry 
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relies on technology production, the prices of raw materials and components rise, and the 
operating costs rise, which leads to the increase of related expenses, and increases the 
operating pressure of enterprises. At the same time, there are loopholes and credit problems in 
business operation, which reduce the company's operating profit and total profit. 

(3) Solvency 

Solvency refers to the ability of an enterprise to repay its long-term and short-term debts with 
its assets. The company's cash payment ability and debt repayment ability play a key role in its 
survival and development trend. The debt repayment ability of a company is a key indicator of 
the company's operation status and operation ability. The data table is shown in Table 5 below. 

 

Table 5. Solvency Index of Dongfang Risheng in 2015-2019 
Index 2015 2016 2017 2018 2019 

Current ratio (Times) 1.51 1.39 1.43 1.02 0.91 
Quick ratio (Times) 1.25 1.11 1.27 0.88 0.79 

Asset liability ratio (%) 63.00 60.29 54.36 55.26 63.42 

 

According to the above data, the current ratio and quick ratio of Dongfang daily rise basically 
show a downward trend in the past five years, and the current ratio and quick ratio are less 
than 1 in 2019. The current ratio less than 1 indicates that the current assets of Dongfang 
Risheng in 2019 are less than the current liabilities, which can not guarantee that all the current 
liabilities can be paid off. The quick ratio less than 1 indicates that its cash liquidity is also lower 
than its current liabilities, and it can not guarantee to repay all current liabilities at any time, 
reflecting the decline of its short-term solvency, which is unfavorable to its operation. But 
according to the growth trend of its operating income, it shows that its long-term debt ability is 
still high. 

(4) Operating capacity 

Operational capacity reflects the ability of an enterprise to use assets, and its indicators include 
total asset turnover, accounts receivable turnover and inventory turnover. The indicators of 
Dongfang Risheng's operating capacity are shown in Table 6 below. 

 

Table 6. Dongfang Risheng 2015-2019 operation capacity index 
Index 2015 2016 2017 2018 2019 

Turnover rate of total assets (Times) 0.73 0.76 0.87 0.55 0.65 
Turnover rate of accounts receivable (Times) 2.53 2.85 4.36 3.01 4.20 

Turnover rate of fixed assets (Times) 3.92 3.98 3.77 1.93 2.01 
Inventory turnover (Times) 5.12 4.74 7.60 6.80 7.96 

 

From the above indicators, we can see that Dongfang Risheng has a high inventory turnover 
rate in the past five years, which indicates that its inventory management is efficient, its supply 
is large and large, and it has a unique grasp of the reasonable opportunity for market profit. 
However, when the turnover rate of total assets is lower than 1, the turnover rate of enterprises 
is slow and the sales ability is weak. The decline of turnover rate in recent five years indicates 
that the sales level is hindered. However, the turnover rate of accounts receivable is in a growth 
trend, and the ratio is high, which indicates that Dongfang Risheng has short collection period, 
fast asset flow and certain guarantee of debt paying ability. 

2.2.2. Financing situation of Dongfang Risheng 

As of December 31, 2019, the top ten shareholders of Dongfang Risheng held 50.08% of the 
total equity, among which the equity was too concentrated, and the actual controller Lin 
Haifeng held 29.19% of the total equity. It was found that professional institutional investors 
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held no more than 5% of the shares in Dongfang Risheng, It shows that the influence of these 
institutions on the Dongfang Risheng is not significant. The data are shown in Table 7 below. 

 

Table 7. Top 10 shareholders of Dongfang Risheng 
Ranking Name of shareholder Number of shares held Shareholding ratio 

1 Lin Haifeng 263147261 29.19% 

2 
Hongta asset financial investment project 

phase 1603 
42929140 4.76% 

3 
CCB Boshi theme industry hybrid securities 

investment fund (LOF) 
41000000 4.55% 

4 Hong Kong Central Clearing Company Limited 38006726 4.22% 

5 
Bocom Boshi emerging growth hybrid 

securities investment fund 
16087510 1.78% 

6 
Jiangsu bank red earth innovating red soil fund 

2 asset management plan 
12315301 1.37% 

7 World Zhao 10011491 1.11% 

8 
BOC Boshi emerging consumer theme hybrid 

securities investment fund 
10000000 1.11% 

9 Central Huijin Asset Management Co., Ltd 9117600 1.01% 
10 Li zongsong 8871343 0.98% 

 

2.2.3. Dongfang Risheng's debt situation 

In the analysis of the debt situation of Dongfang Risheng, we can compare its asset liability ratio 
with the average value of the top five leaders in the same industry. The asset liability ratio can 
reflect the change of its debt ratio, so that we can better analyze its capital structure. The data 
are shown in Table 8 below. It can be found that the asset liability ratio of Dongfang Risheng is 
higher than the average debt ratio of the leading enterprises in the industry. According to the 
business risk of the industry, the asset liability ratio is on the high side, which indicates that the 
business risk of Dongfang Risheng is higher than that of the same industry. In addition, it is a 
manufacturing industry mainly manufacturing photovoltaic products, and high-tech new 
products need stable customers and demand to match their business risk, The high asset 
liability ratio also shows that the ability of enterprises to repay debts is declining, and the 
development ability of enterprises is weakening. 

 

Table 8. Balance sheet of Dongfang Risheng 2015-2019 
Index 2015 2016 2017 2018 2019 

Asset liability ratio (%) 63.00 60.29 54.36 55.26 63.42 
Average value of the same industry (%) 51.62 52.55 57.80 51.67 50.43 

 

By analyzing the debt change of Dongfang Risheng, we can not only reflect it from the asset 
liability ratio, but also analyze the liquidity of its liabilities to find the stability of its debt 
situation. The analysis of debt liquidity is shown in Table 9. 

 

Table 9. Dongfang Risheng's 2015-2019 balance sheet (unit: RMB 100 million). 
Index 2015 2016 2017 2018 2019 

Current liabilities 
Non current liabilities 

Total liabilities 
Ratio of current liabilities to total liabilities 

39.07 
14.39 
53.46 
73.08 

47.85 
12.22 
60.07 
79.66 

73.78 
15.98 
89.76 
82.20 

90.14 
13.65 

103.79 
86.85 

131.39 
31.02 

162.41 
80.90 

Ratio of non current liabilities to total liabilities 26.92 20.34 17.80 13.15 19.10 
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It is not difficult to see from the above table data that the current debt ratio of Dongfang Risheng 
in recent years is on the rise and the proportion is on the high side, while the non current debt 
is on the decline, with more short-term debt and less long-term debt. In recent years, the debt 
structure of Dongfang Risheng gradually tends to be unstable, which has a negative impact on 
its financial stability. 

2.3. Horizontal comparison of capital structure of  Dongfang Risheng 

This paper selects five electrical manufacturing enterprises in 2019 as the objects of the same 
industry to analyze the advantages and disadvantages of Dongfang Risheng. Through the 
comparison of sample companies, this paper analyzes the existing problems in the capital 
structure allocation of Dongfang Risheng through financial data indicators. 

2.3.1. Comparison of company size 

Based on the comparison of the scale data of five companies in the same industry and Dongfang 
Risheng, we find that the gap between Dongfang Risheng and the top five companies in asset 
scale in table 10 is still very large. The circulation market value and operating income are only 
higher than those of bull group, and the net profit is also the least, Among them, Dongfang 
Risheng's asset scale is the 15th in the same industry, which shows that Dongfang Risheng is 
lack of operation ability. 

 

Table 10. Five companies in the same industry and asset scale of Dongfang Risheng in 2019 
Company 

abbreviation 
Total market value 
(100 million yuan) 

Circulation market value 
(100 million yuan) 

business income 
(100 million yuan) 

Net profit (100 
million yuan) 

Dongfang Risheng 
Bull group 

219 
1290 

154 
129 

108 
71.5 

6.80 
16.0 

Chint Electric 
Solar Power 

Shanghai Electric 
Guodian Nari 

809 
1222 
806 

1355 

809 
911 
598 

1343 

232 
119 
820 
201 

32.0 
12.1 
34.2 
27.4 

 

2.3.2. Solvency comparison 

It can be seen from the data in Table 11 below that the quick ratio and current ratio of Dongfang 
Risheng in the comparison of objects in the same industry are lower than the leading level in 
the same industry, and the two ratios are lower than 1, and the current ratio is less than 1, 
indicating that the current assets of Dongfang Risheng in 2019 are less than the current 
liabilities, which can not guarantee that all the current liabilities can be paid off. The quick ratio 
less than 1 indicates that its cash liquidity is also lower than current liabilities, and it can not 
guarantee to repay all current liabilities at any time, which reflects the decline of its short-term 
solvency, and its operation ability is weak in the comparison objects. 

 

Table 11. Comparison of solvency indicators between five companies in the same industry and 
Dongfang Risheng by 2019 

Company abbreviation Quick ratio Current ratio 

Dongfang Risheng 
Bull group 

0.79 
2.55 
1.10 
1.24 
1.02 
1.51 

0.91 
3.08 
1.35 
1.51 
1.21 
1.75 

Chint Electric 
Solar Power 

Shanghai Electric 
Guodian Nari 
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2.4. Problems in the capital structure of Dongfang Risheng 

2.4.1. High asset liability ratio 

The asset liability ratio of Dongfang Risheng has been above 60% for many years, and it is found 
that the quick ratio and current ratio of its previous solvency are also lower than the normal 
value of 1 in recent years, so there is a great risk, and it is likely to have a debt crisis. If an 
enterprise maintains a high asset liability ratio for a long time, the stability of its cash flow will 
be challenged. In addition, the financing cost may increase, which is not conducive to the long-
term development of the enterprise. 

2.4.2. Ownership concentration is too high 

The shareholding ratio of the largest shareholder is as high as 29.19%, which is more than the 
sum of the top 10. Such a dominant situation is not conducive to internal development. The 
power of large shareholders is not restrained, and the decision-making process is lack of 
democracy. It is easy for the large shareholders with the highest proportion of shares to operate 
carelessly and make mistakes due to poor decision-making. If it is serious, the large 
shareholders may even abuse their power to infringe on the interests of the company. 

2.4.3. (3) The financing channel is too single 

Most of Dongfang Risheng's financing methods are fixed financing, which will make its own 
asset structure unreasonable and increase its own financial risk, which means that it is not 
conducive to the scale expansion and production and operation of the enterprise. 

3. Conclusion 

Through analysis, it can be found that there are some problems in the capital structure of 
Dongfang Risheng, such as high asset liability ratio, high concentration of equity and less 
financing channels, so it needs to optimize and adjust the capital structure. 

First, Dongfang Risheng should improve its capital liquidity, reduce its own asset liability ratio, 
enable the capital to fully leverage the role of financial leverage, properly deal with the problem 
of the debt ratio of Dongfang Risheng, avoid the enterprise credit risk and centralized 
repayment. 

Second, the Dongfang Risheng can expand its own financing channels, develop new financing 
tools, reduce capital costs, disperse investment and financing risks, and maximize the 
enterprise interests by transforming a single financing method into a variety of direct financing 
methods, such as issuing stocks, credit financing, issuing bonds, etc. 

Third, the equity distribution of Dongfang Risheng should take a reasonable path. In the process 
of equity distribution and planning, it should follow the principle of fairness. This fairness is the 
index of paying attention to ability, and fairness to core members. Even if there is a big 
difference in equity distribution, incentive system should be implemented to make the relevant 
equity holders get the subjective fair distribution. 

Fourth, in order to better long-term development, the improvement of capital structure 
suggests that all enterprises should make efforts, so it is necessary for the staff of the company 
to encourage. In addition, Dongfang Risheng company itself also needs to establish a financial 
risk early warning and prevention mechanism, to analyze the financial indicators of the 
enterprise for a long time, to control the financial risk of the enterprise reasonably, to use a 
reasonable way to finance, to strengthen the internal supervision of the enterprise, to supervise 
each other, and to reduce the operational risk of the enterprise. 

Under the background of rapid economic development in recent years, the development of 
China's electrical energy manufacturing industry is facing challenges and opportunities. How 
to solve the challenges and turn opportunities into profits is the survival law of Dongfang 



Volume 2 Issue 6, 2021 

DOI: 10.6981/FEM.202106_2(6).0047 

298 

Frontiers in Economics and Management 

ISSN: 2692-7608 

Risheng. Therefore, its company needs to adjust and change the existing deficiencies of its 
capital structure to make consideration for the long-term development of the enterprise. 
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