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Abstract 
With the continuous development of China's economy, a increasing number of 
enterprises transform and upgrade by means of mergers and acquisitions(M&A). Among 
them, diversified M&A is one of the important ways for Chinese manufacturing 
enterprises to realize their own industrial transformation and upgrading. Therefore, the 
research on the diversified M&A of manufacturing enterprises is worth discussing. This 
paper takes the diversified M&A of Jinguan as an example, analyzes the financial 
performance and economic value added after diversified M&A, identifies the problems 
in the process of M&A, and puts forward specific countermeasures and suggestions. 
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1. Introduction 

With the continuous development of China's economy, traditional enterprises are facing 
transformation and upgrading in the new settings. Manufacturing industry plays a vital role in 
promoting China's economic development, while the transformation and upgrading of 
manufacturing industry can promote the transformation of China's economic development 
mode to the direction of high-quality development, and realize the sustainable and steady 
growth of China's economy. As an important supported object for national energy conservation 
and emission reduction, new energy enterprises have become the darling of many enterprises 
eager to cross the boundary, and it is also one of the important ways for Chinese manufacturing 
enterprises to realize their own industrial transformation and upgrading. The performance 
changes caused by the implementation of diversified M&A of enterprises have attracted public 
attention. In this paper, selecting the Jinguan through two diversified mergers and acquisitions 
in the new energy industry chain as the research object, through the analysis of financial 
performance indicators and economic value added, we evaluate the effect of Jinguan‘s 
diversified M&A, analyze the existing problems in the diversified M&A, and put forward the 
corresponding strategies and suggestions. 

2. Introduction of Diversified M&A Case of Jinguan 

2.1. Introduction of the M&A Participants 
JILIN JINGUAN CO., LTD. (referred to as:Jinguan) was established in October 2006 and listed in 
Shenzhen Stock Exchange in May 2016 (stock code :300510). It is a fast-growing intelligent 
electrical manufacturing enterprise specializing in the development, manufacturing and sales 
of intelligent electrical switchgear and its components. Through years of efforts, Jinguan has 
developed into a high-tech demonstration enterprise with fast growth rate and strong 
innovation in the power transmission, distribution and control equipment industry. It is not 
only based on the market in northeast China, but also actively exploring the market share in 
East China and even the whole country. With the listing of Jinguan, the company announced a 
major asset restructuring, through the diversified acquisition of Nanjing nerui Automation 
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Equipment Co., Ltd. and Liaoyuan Hongtu lithium Membrane Technology Co., Ltd. to quickly 
enter the new energy field. Determine and form the "smart grid plus new energy" driving 
strategy of three multi-business systems: intelligent transmission and distribution switchgear, 
new energy cycling charging pile and filing battery diaphragm. 
Nanjing nerui Automation Equipment Co., Ltd. (referred to as: Nanjing nerui) established in 
2005 and headquartered in Jiangsu province, is a high-tech enterprise engaged in the 
development, manufacturing and operating services of automotive charging equipment, 
functional electricity meters and electricity information collection products. The enterprise is 
a service-oriented manufacturing demonstration enterprise in Jiangsu Province among the top 
50 innovative enterprises in Nanjing, and a specialized, special and new small or medium-sized 
enterprise in Nanjing. 
Liaoyuan Hongtu lithium Membrane Technology Co., Ltd. (referred to as: Liaoyuan Hongtu) 
established in 2005, headquartered in Jilin province, is a high-tech enterprise engaged in the 
development, manufacturing and sales of file ion battery diaphragm, ordinary zinc-manganese 
battery diaphragm. Liaoyuan Hongtu is one of the earliest enterprises mainly engaged in 
making battery diaphragm, and a manufacturer of high quality file ion battery diaphragm in 
China. 

2.2. Diversified M&A Process of Jinguan 
At the beginning of its listing, Jinguan was mainly engaged in the research and development, 
manufacturing and sales of intelligent electrical switchgear and its components, in which 
industry there are many competitors, and the industry competition has become more and more 
fierce. At the same time, the professional requirements of the industry were also rising, and 
Jinguan was faced with managing difficulties. In order to solve this problem, Jinguan entered 
the new energy industry with high growth and sustainable development by acquiring two new 
energy high-tech enterprises--Nanjing nerui and Liaoyuan Hongtu. Therefore, the development 
strategy of Jinguan is changed from the specialized business strategy of electrical switchgear to 
the diversified development strategy of "smart grid plus new energy". 
On May 16, 2017, Jinguan acquired 100% stock equity of Nanjing nerui by issuing shares 
accounting for 76% and paying 24% in cash. At the same time, it raised supporting funds for 
the operation and development of Nanjing nerui.  
Among the 76% shares, Jinguan raised supporting funds of 497 million yuan from Zhuang 
Zhannuo and other 5 subjects through non-public offering, and the number of issued shares 
was 21,433,606, with the unit price of 23.21 yuan per share. The transaction price of Nanjing 
nerui acquired by Jinguan is 1.504 billion yuan. At the time of M&A, the book value of 
shareholders' equity of Nanjing nerui is 215 million yuan, the value-added amount is 1.289 
billion yuan, and the evaluation value-added rate is 599.99%. 
On June 16, 2017, Jinguan or the first time disclosed the issuance of shares and cash to buy 
Liaoyuan Hongtu and raise funds and related transaction plan. Subsequently, on June 19, 
Jinguan nnounced that it was preparing for the diversified M&A of Suzhou Baoyouji echnology 
Co., Ltd. (referred to as: Suzhou Baoyouji)However, there were differences in opinions of the 
two parties in the M&A, and Jinguan id not complete the M&A of Suzhou Baoyouji. Subsequently, 
the share price of Jinguan epreciated to a great extent, by more than 25%, which revealed the 
drawbacks of the company's aggressive expansion strategy. 
On February 2, 2018, Jinguan cquired 100% equity of Liaoyuan Hongtu, a listed company on 
the New Third Board, by issuing shares of 72% and paying in cash of 28%, and raised 
supporting funds for the production, operation and development of Liaoyuan Hongtu. Among 
the 72% shares, Jinguan raised supporting funds of 708 million Yuan from Li Shuangquan and 
other 4 subjects through non-public offering, with 29,099,875 shares issued, and the unit price 
was 24.33 yuan per share. The transaction price of Nanjing nerui acquired by Jinguan is 1.476 
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billion yuan. At the time of M&A, the book value of shareholders' equity of Nanjing nerui is 288 
million yuan, the value-added amount is 1.188 billion yuan, and the evaluation value-added rate 
is 412.29%. 
On August 15, 2018, the securities of the company were referred to as Jinguan for short. 
Subsequently, in 2019, the revenue and profit of Jinguan both declined significantly, and the 
company incurred a goodwill impairment of 550 million yuan for Nanjing nerui and 1.02 billion 
yuan for Liaoyuan Hongtu, totaling about 1.57 billion yuan, accounting for 73.09% of the 
original book value of goodwill at the beginning of the period. After the provision of goodwill 
impairment, the book value of the subsidiary Nanjing nerui goodwill is about 559 million yuan, 
accounting for 50.42% of its initial goodwill value, and the book value of the subsidiary 
Liaoyuan Hongtu goodwill is about 19 million yuan, accounting for only 1.82% of its initial 
goodwill value. After the company's goodwill impairment provision, the assets of the company's 
balance sheet in 2019 "shrank" by 27.4%, with a net profit loss of 1.204 billion yuan. 
Due to successive years of losses in the filing battery diaphragm business, Jinguan spun off the 
filing battery diaphragm business at the end of 2020. From November 24, 2020 to December 
21, 2020, Jinguan publicly listed and transferred 85% of its Liaoyuan Hongtu equity in Luoyang 
Public Resources Trading Center. After the expiration of the listing period, 85% of Liaoyuan 
Hongtu's equity was delisted by Luoyang Jincheng Intelligent Yunlian Technology Co., Ltd. with 
about 584 million yuan, and on December 23, it successfully completed the equity handover of 
Liaoyuan Hongtu with Jinguan. 

2.3. Diversified M&A Motivation of Jinguan 
2.3.1. Diversified Operation 
To a certain extent, the merger decision of Jinguan is determined by the current conditions of 
the smart appliance manufacturing industry in which it is located. There are multiple domestic 
manufacturers in this industry and the market competition is fierce. At the outset of the listing 
of Jinguan in 2016, the main business of Jinguan is single. When relying on a single business or 
the future development of a single business confronts limitations, it is difficult for the enterprise 
scale to continue breaking through. For the sustainable development of the company, Jinguan 
chooses to quickly enter the new energy industry with business matching and optimistic 
development prospects through M&A, so as to transform the product from single to diversified 
and enhance the company's profitability and comprehensive strength. Generally speaking, 
there are two main directions for the transformation of electrical equipment manufacturing 
enterprises to the new energy field: one is the new energy power generation and the upstream 
and downstream of its industrial chain, mainly for photovoltaic power generation and wind 
power generation; and the other is the new energy vehicles and the upstream and downstream 
of their industrial chain, mainly in several fields such as power battery manufacturing, electric 
vehicle manufacturing and charging pile. On this basis, the Jinguan through M&A can gain the 
access to new energy car battery charging facilities manufacturing and network operations and 
file battery diaphragm industry, dive into the new energy automobile market, and fully grasp 
the opportunities brought about by the rapid growth of new energy industry, which provides 
its business development with new growing point in profit. 
2.3.2. Synergistic Effect 
Jinguan, Nanjing nerui and Liaoyuan Hongtu are all in the same industry, but Nanjing nerui and 
Liaoyuan Hongtu belong to the new energy field, so the three companies have great similarities 
in research and development, production, sales, operation, management and other aspects. The 
cooperation of the three companies can take the essence and discard the dregs, so as to achieve 
a win-win situation of tripartite sides. 
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In terms of management synergy. Listed companies have certain advantages in corporate 
governance, human resources, standardized management and other aspects. Nanjing nerui and 
Liaoyuan Hongtu can improve enterprise management performance with the help of advanced 
management experience of listed companies. The listed company can also make use of the 
experience of the management team of Nanjing nerui and Liaoyuan Hongtu in the subdivided 
industry to maximize its industry competitive advantage in the relevant business field and 
provide strong technical support and quality assurance for the listed company to expand 
related businesses in the automotive field. One of the main businesses of Nanjing nerui is smart 
electricity meters, and the main customer is the State Grid, just like Jinguan. After the merger, 
they can share the sales channels of both sides and enhance the company's bidding capability 
in the State Grid. At the same time, both sides can learn from each other's experience and 
technology in the field of smart grid equipment manufacturing, complement each other's 
advantages and achieve management synergies. Liaoyuan Hongtu has a thorough sales network 
and stable customer base. Its main customers include Tianjin Lishen, Suzhou Lishen, Jiangsu 
Zhihang, Hubei Camel, Ningbo Delaneng, Jiangsu Tianpeng and other terminal power battery 
manufacturers. Through M&A, Jinguan broaden the scope of customers, and Jinguan can 
provide financial support for Liaoyuan Hongtu as a listed company's capital platform, assisting 
Liaoyuan Hongtu to improve management efficiency and product comprehensive profitability, 
as well as enhance the core competitiveness of the enterprise. 
In terms of industrial chain synergy, Nanjing nerui is engaged in the manufacture of charging 
pile equipment, which is mainly utilized in the rear end of new energy vehicles; Liaoyuan 
Hongtu is mainly engaged in the manufacture of file battery diaphragm, which is mainly used 
in the front end. Both of them are important parts in the new energy industry chain, with strong 
complementarity and industrial synergy. Through M&A of the two companies, Jinguan can 
enter the field of new energy, further integrate related business sectors, and form a more 
complete industry chain layout. The management advantages, customer advantages, 
technological advantages and integration advantages of Nanjing nerui and Liaoyuan Hongtu 
will become a significant support for Jinguan to manage new energy automobile segment 
business and strengthen the layout of the industrial chain. 
In terms of financial synergies, the manufacturing industry of file battery diaphragm in which 
Liaoyuan Hongtu operates is capital and technology intensive. Before the M&A, the production 
capacity of Liaoyuan Hongtu has been close to full capacity. Faced with the growing market 
demand, Liaoyuan Hongtu urgently needs to broaden the financing channels, solve the problem 
of source funds for plant construction, equipment and raw material procurement, so as to 
expand the production capacity and meet the customer's order demand. After the completion 
of the M&A transaction, Liaoyuan Hongtu can make full use of the financing platform function 
of Jinguan as a listed company to further expand its production capacity and provide fund 
guarantee for improving its market position in the file, battery and diaphragm industry. In the 
meantime, with the expansion of Liaoyuan Hongtu's business and the continued enhancement 
of profitability, the competitive strength and comprehensive profitability of the new energy 
vehicle business segment of the listed company will be further improved. 
2.3.3. Policy Orientation 
In recent years, in order to vigorously promote the use of new energy vehicles, our country has 
provided a series of preferential policies for the production and purchase of new energy 
vehicles. New energy vehicles, as one of the country's seven strategic industries, experienced 
explosive growth in 2015, and entered a relatively steady high-speed growth period in 
2016.The State Council issued a three-year action plan to win the Blue Sky Battle clearly stated 
that by 2020, the production and sales of new energy vehicles reached about 2 million. Driven 
by the new energy vehicle industry, since 2014, the whole industrial chain of new energy has 
ushered in the spring. 
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Charging pile is one of the main products of Nanjing nerui. Its advantage is that it can be charged 
swiftly with high power, which is mainly supplied to the national grid and related automobile 
enterprises. According to the State Grid's plan, the State Grid will build 10,000 charging stations 
and 120,000 charging piles by 2020.It can be seen that the whole charging pile market situation 
is relatively clear. However, the diaphragm of the file battery, as thin as a cicada's wings, 
accounts for 10% to 15% of the total cost of the file battery. The whole file battery industry is 
in a golden period driven by the new energy industry. Liaoyuan Hongtu, as a file battery 
diaphragm production enterprise early replacing imported products, possesses advanced wet 
file battery diaphragm technology and a series of independent intellectual property rights. 
Therefore, the M&A of Nanjing nerui and Liaoyuan Hongtu reflects the strategic determination 
of Jinguan in the new energy industry. 

3. The Impact of Diversified M&A on the Performance of Jinguan 

The diversified strategy of Jinguan has an impact on the financial value of the enterprise. This 
paper makes a comparative analysis of the financial data of Jinguan before the merger (2015-
2016) and after the merger (2017-2019). 

3.1. Debt-paying Ability Analysis 
As to the short-term solvency, the three indicators including current ratio, quick ratio and cash 
ratio of Jinguan showed an upward trend in 2015-2016.After the M&A of Jinguan, these three 
short-term solvency indicators began to decline, which indicates that the short-term solvency 
of the enterprise was good before the M&A, but since the implementation of diversified M&A 
strategy, the short-term solvency of the enterprise began to weaken. 
In the long-term solvency, the asset-liability ratio of Jinguan showed a downward trend year by 
year. By comparing with the average asset-liability ratio in the same industry, it can be seen 
that there is a big difference between Jinguan and the average value. The rooted reason is that 
after the diversified M&A of Jinguan, the business risk of the enterprise increases, and the 
company tries its best to control the financial risk to make the total risk at a reasonable level of 
control. Judging from the interest-bearing debt ratio of assets, the interest-bearing debt ratio is 
increasing year by year, but the ratio is relatively small, indicating that the risk of debt default 
is small. From the interest coverage ratio, the enterprise's interest coverage ratio increased 
from 2015 to 2016, showing that the enterprise has sufficient solvency. However, the interest 
repayment multiple began to decline in 2017, and the value decreased to negative in 2019. 
Simultaneously, the company had a certain financial risk due to the loss of net profit. 
Based on the analysis above, Jinguan' implementation of diversified M&A strategy weakens the 
short-term solvency of the enterprise. Due to less financing in terms of corporate debt, the long-
term debt paying ability is improved compared with the short-term one. 

3.2. Operational Capacity Analysis 
The turnover of total assets and current assets of the enterprise kept a decreasing trend year 
by year from 2015 to 2019, and the turnover of total assets decreased by 55% in 2019 
compared with 2015 after diversified M&A of Jinguan. The turnover of current assets decreased 
by 32.93% in 2019 compared with 2015, displaying that the use efficiency of enterprise assets 
has been decreasing year by year. In addition, the turnover of fixed assets and the turnover of 
accounts receivable began to decline from 2016. The turnover of fixed assets decreased from 
3.50 in 2016 to 0.98 in 2019, and the turnover of accounts receivable decreased from 2.07 in 
2016 to 1.130 in 2019. After the company acquired two companies in 2016, through asset 
integration of the two companies, the total amount of fixed assets increased, but asset usage 
efficiency ratio decreased. At the same time, the M&A of Nanjing nerui and Liaoyuan Hongtu 
also slowed down the collection rate of accounts receivable and reduced the utilization 
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efficiency of accounts receivable. The company's inventory turnover ratio from 2014 to 2018 
continued to rise, but dropped from 6.05 times in 2018 to 3.49 times in 2019. The company's 
inventory backlog, product sales decline, the slower the use efficiency of inventory. 
Based on the above analysis, it can be seen that the company's operating ability is not good after 
diversified M&A of Jinguan, and the utilization efficiency of assets is decreased after integration, 
and the expected effect of M&A is not achieved. 

3.3. Profitability Analysis 
The gross profit margin on sales of Jinguan continued to decline from 42.25% in 2015 to 28.03% 
in 2019. In this time frame, the gross profit margin on sales of Jinguan declined rapidly in 2019, 
mainly due to the intensified competition in the charging pile and filing battery diaphragm 
industries. The company's net profit margin on sales showed a downward trend from 2015 to 
2019, decreasing from 19.57% in 2015 to -129.88% in 2019. In 2019, the company's net profit 
margin was negative, and the company suffered serious losses. The company's return on total 
assets and return on net assets continued to decline from 2015 to 2019. Especially in 2019, the 
value of these two indicators dropped to negative values, indicating that the company's asset 
input output benefits were poor and the profitability was weakened. 
In conclusion, the company's diversified M&A did not reverse the downward trend of the 
company's profitability. The company's profitability continued to decline since the M&A, and 
the company's performance loss was serious in 2019. The company's financial performance 
after diversified M&A did not achieve the company's expected financial strategic orientation of 
high profitability. 

3.4. Analysis of Development Ability 
After Jinguan acquired Nanjing nerui and Liaoyuan Hongtu, its sales revenue, net profit, total 
assets and net assets increased rapidly in 2017 and 2018. The reason is that Nanjing nerui was 
included in the company's consolidated statement in 2017, and Liaoyuan Hongtu was included 
in the company's consolidated statement in 2018, and the company's business scale expanded. 
Therefore, excluding the influence brought by the M&A, the company's development ability is 
weakened from the comparison of the development ability index at the end of 2019 and the 
corresponding index at the end of 2018. In 2019, due to the considerable changes in the macro-
environment and industry conditions of the company, the growth rate of operating revenue 
obtained by the company's business slowed down, and the growth rate of operating revenue 
plummeted. The growth rate of sales revenue decreased from 96% in 2017 to 67.53% in 2018 
and -25.39% in 2019. In 2019, the company drew up to 1.57 billion yuan of goodwill 
impairment, accounting for 73.09% of the original book value of goodwill at the beginning, 
accounting for 27.4% of the total assets of the company, resulting in serious losses in the 
company's performance. The growth rate of the company's net profit dropped rapidly by -
707.08%, while the growth rate of total assets dropped to -27.39%, and the growth rate of net 
assets dipped to -30.76%, and the indicators of the company's development ability weakened 
significantly. 
To sum up, the company's development ability weakened after the diversified M&A. 

4. The Impact of Diversified M&A on the Economic Value Added of Jinguan 

Economic Value added (EVA) is a comprehensive reflection of an enterprise's ability to 
effectively use capital to obtain cash flow, and a comprehensive financial index in the enterprise 
value index, which can comprehensively reflect the change of the enterprise's financial value. If 
EVA>0, it means that from the perspective of financial data, the investment income obtained by 
the company is higher than the capital cost of the investment, namely, the investment behavior 
of the company creates value for shareholders. On the contrary, if EVA<0, it means that the 
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income obtained by the company is lower than the capital cost of the investment, and the 
investment does not create value for the enterprise. 
EVA= Net operating Profit after tax (NOPAT)- Total capital (TC)X Weighted average cost of 
Capital (WACC). 

4.1.  Net Operating Profit after Tax 
Adjusted net operating profit after tax = net income + interest expense + minority interest 
income + asset impairment provision + development expense + increase in deferred tax credit 
balance. 
 

Table 1. Calculation Table of Net Operating Profit after Tax of Jinguan from 2015 to 2019 
(Unit: Ten Thousand Yuan) 

Item/Year 2019 2018 2017 2016 2015 

Net profit -120,355.03 19,825.13 12,878.18 6,064.42 5.125.37 

The Interest Payments 2,012.83 1,900.18 393.42 44.26 49.60 

Minority Interest Income 139.40 212 312.68 427.75 120.60 

Various Reserve Increases 148,994.01 8,340.10 285.05 427.24 -186.18 

Increase in Deferred Tax Credit Balance -1,051.56 -131.09 202.53 -69.97 -24.51 

Net operating profit after tax 29,739.65 30,146.34 14,071.87 6,893.70 5,084.87 

4.2. Calculation of Total Capital 
Adjusted total capital = equity capital + debt capital + deferred tax credit balance + various asset 
impairment provisions + development expenses + non-operating profits and losses - net value 
of construction in progress. 
 
Table 2. Calculation Table of Total Capital of Jinguan from 2015 to 2019 (Unit: Ten Thousand 

yuan) 
Project/Year 2019 2018 2017 2016 2015 

Equity Capital 296,184.38 427,748.99 233,473.50 61,249.03 32,189.75 

Debt Capital 34,892.05 41,963.42 18,453 2,000 1,300 

Asset Depreciation Preparation 158,140.73 9,146.72 806.61 521.56 94.32 

Non-operating Gains and Losses 567.55 629.79 543.08 489.31 386.55 

Projects under Construction 5,378.42 5,393.92 4,606.52 6,330.46 0 

The Total Amount of Capital 484,406.29 474,095 248,669.68 57,929.44 33,970.63 

4.3. Calculation of Weighted Average Cost of Capital 
The weighted average cost of capital includes the cost of capital of creditor's rights and equity. 
CAPM model is commonly used to calculate the cost of equity capital. 
According to the financial data of Jinguan from 2015 to 2019, the company only included short-
term borrowings from 2015 to 2017, and the company's debt capital from 2018 to 2019 
included both short-term and long-term liabilities. The short-term borrowing rate is the one-
year short-term loan rate of the bank in each year, and the loan rate of the company's long-term 
liabilities is 4.75%. After calculation, the debt capital of Jinguan from 2015 to 2019 is shown in 
Table 3 below. 
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Table 3. Calculation Table of Debt Capital Cost of Jinguan from 2015 to 2019 (Unit: Ten 
Thousand Yuan) 

Project/Year 2019 2018 2017 2016 2015 

Short-term Borrowing 23,807.80 23,636.14 18,453 2,000 1,300 

Long-term Borrowing 11,084.25 18,327.28 -- -- -- 

Short-term Borrowing Rate 4.35% 4.35% 4.35% 4.35% 4.35% 

Long-term Borrowing Rate 4.75% 4.75% -- -- -- 

Debt-to-capital Ratio 4.48% 4.52% 4.35% 4.35% 4.35% 

The Total Amount of Capital 484,406.29 474,095 248,669.68 57,929.44 33,970.63 

 

For the calculation of the equity cost of capital ratio, the risk-free rate of return is respectively 
taken as the yield of 10-year national bonds issued in the same year, the equity risk premium 
is taken as the GDP growth rate in the same year, and the β coefficient from 2015 to 2016 is 
taken as the average value of β weighted by the market capitalization of the 250 trading day of 
stocks of comparable companies in Shanghai and Shenzhen markets, as shown in Table 4.  
 

Table 4. Weighted Average β Value of Comparable Companies 
Project/Year 2016 2015 

CEEPOWER Co.,Ltd. 1.67 1.18 

Beijing Creative Co.,Ltd. 1.34 1.24 

Shenzhen Hifuture Co., Ltd. 1.28 1.31 

The average 1.43 1.25 

 

β coefficients from 2017 to 2019 were selected from the 240-day rolling daily return β value of 
Guotai Junan database. The equity capital ratio of Jinguan from 2015 to 2019 is calculated as 
shown in Table 5 below. 
 

Table 5. β Value Statistics of Comparable Companies of Jinguan 
Project/Year 2019 2018 2017 2016 2015 

Risk-free interest Rate 3.29% 3.58% 3.40% 2.99% 3.51% 

β 1.24 0.76 1.66 1.43 1.25 

Market Risk Premium 6.10% 6.60% 6.90% 6.70% 6.90% 

Cost of Equity Capital Ratio 6.77% 5.88% 9.21% 8.30% 7.75% 

 

The weighted average cost of capital of Golden Crown from 2015 to 2019 is calculated as shown 
in Table 6 below. 
 

Table 6. Calculation Table of Weighted Average Cost of Capital of Jinguan from 2015 to 2019 
(Unit: Ten Thousand Yuan) 

Project/Year 2019 2018 2017 2016 2015 

Debt Ratio 8.20% 7.23% 5.77% 3.16% 3.88% 

Equity Ratio 91.80% 92.77% 94.23% 96.84% 96.12% 

Cost of Debt Capital 4.48% 4.52% 4.35% 4.35% 4.35% 

Cost of Equity Capital 6.77% 5.88% 9.21% 8.30% 7.75% 

Income Tax Rate 15% 15% 15% 15% 15% 

Weighted Average Cost of Capital 6.53% 5.73% 8.89% 8.15% 7.59% 
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4.4. Calculation and Analysis of Economic Value Added 
Table 7. Calculation Table of Economic Value Added of Jinguan from 2015 to 2019 (Unit: Ten 

Thousand Yuan) 
Project/Year 2019 2018 2017 2016 2015 

Net operating profit after tax 29,739.65 30,146.34 14,071.87 6,893.70 5,084.87 

The total amount of capital 484,406.29 474,095 248,669.68 57,929.44 33,970.63 

Weighted average cost of capital 6.53% 5.73% 8.89% 8.15% 7.59% 

Economic Value added -1,892.08 2,980.69 -8,034.87 2,172.45 2,506.50 

 
As can be seen from Table 7, the EVA of Jinguan was negative during 2017 and 2019, which 
means that Jinguan did not realize value creation in these two years. In 2017, the economic 
added value was RMB 80,347,700 yuan. The company's M&A of Nanjing nerui did not achieve 
value creation, but the value was greatly degraded on the contrary. In 2018, the EVA of the 
company was positive, during which the two subsidiaries acquired by the company developed 
well, the charging pile bidding of the State Grid had not yet declined, and the output of the file 
battery diaphragm industry had not yet been fully released, and the company was operating 
well. In 2019, the new energy vehicle subsidy declined, charging pile and file battery industry 
competition was fierce and gross product profit margin fell. Besides, the company has a large 
amount of goodwill impairment, and the company suffered serious losses. The operating profit 
of the company in 2019 was 1.21 billion yuan, with an increasing decline. At the same time, the 
EVA value after goodwill adjustment was also negative, indicating the company value achieved 
no growth was in 2019. 
Before the diversified M&A, the economic value added of Golden Crown shares had been 
positive and the amount was relatively stable. After the diversified M&A, its economic value 
added has a great decline, and the value is negative, the overall level of EVA after diversified 
M&A is far less than that before. Therefore, according to the above analysis, it can be roughly 
judged that the diversified M&A behavior of Jinguan has not realized the value creation of the 
enterprise. 
According to the analysis above, the diversified M&A of Jinguan has a certain negative impact 
on the company's financial value and market value. 
As to the financial value: In terms of the financial ability of the enterprise, from the perspective 
of debt paying ability, the diversified M&A reduces the short-term debt paying ability of the 
company and increases the financial risk of the company. From the perspective of operating 
capacity, the utilization efficiency of the company's acquired assets after the company's 
diversified M&A is low, and the operating capacity has been weakened. From the perspective 
of profitability, the company's diversified M&A did not bring about an increase in the company's 
profitability, and the company's profitability declined. From the perspective of development 
ability, the diversified M&A of companies bring greater business risks to the company and 
weaken the company's development ability. In terms of the analysis of EVA value, the overall 
level of EVA after M&A is far less than that before, and the diversified M&A of enterprises has 
not created value. To sum up, the financial performance of the company after the diversified 
M&A did not reach the company's expectation, and the company's financial value was 
derogated. 
Therefore, the diversified M&A of Jinguan caused the destruction of the company's value. 
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5. Countermeasures and Suggestions 

5.1. Clarifying the Company's Strategic Plan and its own Ability Level 
When making its M&A development plan, Jinguan should not blindly chase the popular target 
in the capital market and follow the trend of M&A, but should clarify the company's strategic 
plan and its own ability level, so that the strategic plan and its own strength match. Based on 
the strategic goal of maximizing the company's value, the company should conduct scientific 
and detailed investigation and professional plan on all aspects of the acquired company, 
including human resource planning, market prospect judgment, reasonable value assessment 
of the acquired company, value creation of the acquired company and so on. In the meanwhile, 
the company should objectively evaluate its own resources and capabilities, judge whether it 
has enough strength to support the realization of the company's strategic plan, and choose the 
best M&A plan in line with its own ability level. 

5.2. Improve the Decision-making and Operation Mechanism of the Company 
Jinguan needs to improve the decision-making and operation mechanism, improve the accuracy 
of decision-making and reduce the mistakes in the implementation of decision-making. 
Specifically, the company can strengthen the use of information system in the company to 
timely update and feedback important information. The management of the company needs to 
have a timely rational analysis of industry information, improve the scientific nature of the 
company's decision-making. On top of that, according to the predicted trend of the external 
environment, the company management should make the layout and plan in advance, adjust 
the focus of the company's work, avoid risks, reduce the impact of the future macro policy 
environment and market environment on the business operation. In addition, the enterprise 
needs to standardize the operation mechanism, optimize the operation process, clear the goal 
of enterprise development, make detailed plans for the development of enterprises, make 
timely adjustments according to changes in external conditions, strengthen internal control of 
enterprises, and reduce mistakes in the process of decision implementation. 

5.3. Improve the Efficiency of M&A and Integration 
After the M&A of Jinguan, the integration of the acquired enterprises is not enough. Especially 
for Liaoyuan Hongtu, due to the irrelevance between the file battery diaphragm business and 
the original business of the company, although the company completed the M&A of Liaoyuan 
Hongtu, it did not intervene in the company's operation and adjust its original organizational 
structure, and the integration of Liaoyuan Hongtu was insufficient. There is inadequate 
connection between Liaoyuan Hongtu and Jinguan in all aspects, and it is difficult to produce 
synergistic effect. Jinguan should carry out M&A integration in more aspects, strengthen the 
integration of M&A targets, improve the efficiency of M&A integration, take value creation as 
the goal, explore the synergistic effect between companies, so that diversified M&A can create 
higher value for enterprises. 
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