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Why Private Placement Becomes an Instrument for Controlling

Shareholders to Grab Private Benefits of Control?
——A Case Study on Yunnan Chihong Zinc & Germanium Co. , Ltd.
GUO Si-yong, ZHANG Ming

Abstract: Based on the case of private placement towards controlling shareholders of Yunnan Chihong Zinc&Germanium Co. ,
Ltd. , the paper explores the underlying reasons why listed companies, under the control of controlling shareholders, bind the
splitting-share reform with private placement: to control the issuing price of private placement, to consolidate the controlling
shareholder’s dominate position through injecting the low-quality assets to grab private benefits of control at the sacrifice of mi-
nority shareholders’ interest. Furthermore, the non-public offering system developed by government has its defects which result
in big shareholders’ control of listed companies, and their maximization of their own interests against the interests of minority
shareholders through private placement, thus exacerbating the agency conflicts between large shareholders and minority share-
holders.

Key Words: major shareholders; private placement; private benefits of control; controlling shareholder; the splitting-share

reform; public offering; asset injection; Chihong Zinc & Germanium Co. , Ltd.
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