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On the evening of January 10th, Harbin Zhongfei New Technology Co. Ltd. (ChiNext ticker 300489) released 

a statement advising that the Actual Controller of the company, Zhu Shihui, had taken and used capital 

from the company totalling RMB 831 million (approx. USD 129 million**). The statement released by 

Harbin Zhongfei New Technology Co. Ltd. (hereafter referred to as “Harbin Zhongfei”) indicated that these 

funds had not been misappropriated for personal use but the transactions had violated corporate 

supervision. The company and Actual Controller expressed profound regret. 

 

Looking at public records, stcn.com found that after Zhu Shihui officially became involved with Harbin 

Zhongfei in August 2019. From August 2019 until present, Zhu Shihui increased his stock holdings through 

his ownership of Yuebang Touzi (“Yuebang Investments”) to the amount of 37.2 million shares, or 27.33 

percent of total shares in the company.  

 

In the secondary market, Harbin Zhongfei stock has experienced nearly 3 months of declining prices. Prices 

reached their lowest point on January 8th at RMB 27.19 per share. Today (January 10, 2021) the price 

closed at 28.75, having fallen 8.73 percent.  

 

Illegal Use of RMB 831 Million in Corporate Funds 

From June 4, 2020, using various methods, Mr. Zhu arranged transactions through Harbin Zhongfei’s 

subsidiary Vital Optics Technology (“VOT”), as well as other enterprises with which he was affiliated. On 

multiple occasions, this included VOT’s own capital being used to advance purchase materials through 

intermediary purchasing agents. Funds were directed by Mr. Zhu to companies with which he was 

affiliated to purchase equipment and project materials. VOT’s own capital was also advanced through 

intermediaries to company’s affiliated with Mr. Zhu in order to purchase raw materials.  

 

Harbin Zhongfei’s statement said that parts of the funds ended up flowing back to companies connected 

to Mr. Zhu. Mr. Zhu used similar transaction methods to ultimately accumulate RMB 831 million (US$ 128 

million) in company capital.  

 

Harbin Zhongfei is in the process of making a reform plan to rectify such problems from occurring again. 

According to the public notice, over RMB 95 million (USD 14.67 million) was used to purchase equipment; 



RMB 16 million (nearly USD 2.47 million) was used to purchase engineering or project materials; RMB 

239.7 million (USD 37 million) was used to purchase raw materials for affiliated companies; and, as of 

December 31, 2020, RMB 480 million (USD 74.14 million) had been returned to Vital Optical Technology.  

 

In response to the misuse of company funds, Harbin Zhongfei stated that the main cause for problems 

was the lack of awareness and oversight of the actions being conducted by individuals with controlling 

shares and that compliance risk was evidently not sufficient. Inside management of the company was not 

robust, and company risk and legal awareness was not strong enough to efficiently conduct internal 

control and meet the legal requirements of a public company.  

 

Repeated Trading of Equity Shares 

We must go back two years to see when when Mr. Zhu entered Harbin Zhongfei. On April 10, 2019, Harbin 

Zhongfei sent out a notice of a change to its Actual Controller. The original Actual Controller, Yang Zhifeng, 

planned to sell 6.2 million shares of the company (6.83% of all shares) to an investment company known 

as Yuebang Investments, while continuing to retain another 18.6 million shares (about 20.5% of all shares) 

in the company. Voting rights were transferred to Yuebang Investments. 

 

According to records, Yuebang Investments was established on December 17, 2018 with an invested 

capital of RMB 50 million (USD 7.75 million) and Zhu Shihui as the legal representative. The company’s 

activities were listed as commercial investments and capital investments activities, capital investments in 

services and investments in consulting services. Zhu Shihui owns 99.9% of equity shares in Yuebang 

Investments and acts as controlling shareholder and Actual Controller. 

 

Born in 1967, Zhu Shihui was previously worked for the Guangdong Provincial Economic Development 

Corporation and for a company in Guangzhou before becoming a board member and manager at Yuebang 

Investments and General Manager of Vital Materials Co.  

 

On August 13, 2019, after the transfer of shares to was complete, Yuebang Investments directly held 6.2 

million shares in Harbin Zhongfei, or 6.832% of all shares, as well as 24.8 million voting shares (or 27.33% 

of all voting shares), making Yuebang Investments the company’s controlling shareholder. And, 

consequently, making Zhu Shihui the Actual Controller of Harbin Zhongfei.  

Also worthy of mention is that Zhu Shihui continued to ratchet up control over Harbin Zhongfei. On March 

6, 2020, Yang Zhifeng, signed another agreement to sell 4.65 million more shares (5.124 percent of all 



shares) of Harbin Zhongfei to Yuebang Investments at a price of RMB 25.16 per share for a total value of 

RMB 117 million (USD 18.07 million). The transfer was completed by May 7, 2020.  

 

On July 6, 2020, Yang Zhifeng signed yet another stock transfer agreement with Yuebang Investments. Mr. 

Yang requested that 20.925 million more shares (15.37% of the company) be sold to Yuebang Investments 

for a price of RMB 29.55 per share. After the change in ownership control, Yuebang Investments – and 

through his ownership of Yuebang Investments, Mr. Shihui - consequently owned 37.2 million shares in 

Harbin Zhongfei, or 27.33 percent of all shares.  

 

Zhu Shihui is also the Actual Controller of Vital Materials Co. Vital Materials previously applied to be listed 

on the Growth Enterprise Market (a board of the Stock Exchange of Hong Kong) but was declined in 2012. 

 
 
Translated by Terence Bell (January 14, 2021) 
 
Notes:  
*In China, “Actual Controller” (失控控制人) is an ill-defined legal term indicating a person that exercises 
control of a corporation directly or indirectly through equity interests, contract, trust or any other 
means. For more information, see: https://www.omm.com/resources/alerts-and-
publications/alerts/actual-controlling-person-concept-under-prc-fdi-regime?sc_lang=ja-JP 
**All values noted in USD are approximations based on the USD/RMB exchange rate as of January 13, 
2021  

 


