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China’s venture capital market is not just the world’s largest and fastest
developing market, it also has the unique distinction of being engineered
through heavy governmental intervention. This book breaks new ground
by examining and testing established legal theories regarding the law of
venture capital through the lens of the Chinese venture capital market.
Using a hand-collected dataset of venture capital agreements, interviews
with practitioners, and Chinese court judgments, it provides
a comprehensive and insightful analysis of the Chinese venture capital
market from the legal perspective. Topics covered include the roles of law
and governmental intervention in developing the market, the state of
investor protection, unique contractual developments, and exits of
venture capital investments. By providing an in-depth comparative
analysis against the American venture capital market, it provides critical
context and makes the Chinese venture market accessible. It is an
invaluable resource for venture capital scholars, policymakers, and
practitioners.

Dr Lin Lin is an assistant professor at the Faculty of Law, National
University of Singapore. She specialises in corporate law, corporate
finance, alternative investments, and Chinese corporate law. She has
held visiting appointments at Stanford, Oxford, and Melbourne. She
practised corporate and securities law prior to entering academia.

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781108423557
www.cambridge.org

Cambridge University Press

978-1-108-42355-7 — Venture Capital Law in China
Lin Lin

Frontmatter

More Information

CAMBRIDGE UNIVERSITY PRESS
International Corporate Law and Financial Market Regulation

Corporate law and financial market regulation have major implications for how
the modern economy is organized and regulated and for how risk is managed and
distributed — domestically, regionally and internationally. This Series seeks to
inform and lead the vibrant scholarly and policy debate in this highly dynamic area
by publishing cutting-edge, timely and critical examinations of the most pressing
and important questions in the field.

Series Editors
Professor Eilis Ferran, University of Cambridge.

Professor Niamh Moloney, London School of Economics and Political Science.

Professor Howell Jackson, Harvard Law School.

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781108423557
www.cambridge.org

Cambridge University Press

978-1-108-42355-7 — Venture Capital Law in China
Lin Lin

Frontmatter

More Information

VENTURE CAPITAL LAW
IN CHINA

LIN LIN
National University of Singapore

CAMBRIDGE

UNIVERSITY PRESS

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781108423557
www.cambridge.org

Cambridge University Press

978-1-108-42355-7 — Venture Capital Law in China
Lin Lin

Frontmatter

More Information

CAMBRIDGE

UNIVERSITY PRESS

University Printing House, Cambridge CB2 8BS, United Kingdom
One Liberty Plaza, 20th Floor, New York, NY 10006, USA
477 Williamstown Road, Port Melbourne, VIC 3207, Australia

314-321, 3rd Floor, Plot 3, Splendor Forum, Jasola District Centre,
New Delhi - 110025, India

79 Anson Road, #06-04/06, Singapore 079906

Cambridge University Press is part of the University of Cambridge.

It furthers the University’s mission by disseminating knowledge in the pursuit of
education, learning, and research at the highest international levels of excellence.

www.cambridge.org
Information on this title: www.cambridge.org/9781108423557
DOI: 10.1017/9781108528795

© Lin Lin 2021

This publication is in copyright. Subject to statutory exception
and to the provisions of relevant collective licensing agreements,
no reproduction of any part may take place without the written

permission of Cambridge University Press.

First published 2021
A catalogue record for this publication is available from the British Library.
ISBN 978-1-108-42355-7 Hardback

Cambridge University Press has no responsibility for the persistence or accuracy of
URLSs for external or third-party internet websites referred to in this publication
and does not guarantee that any content on such websites is, or will remain,
accurate or appropriate.

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781108423557
www.cambridge.org

CAMBRIDGE

Cambridge University Press

978-1-108-42355-7 — Venture Capital Law in China
Lin Lin

Frontmatter

More Information

To Xudong, Yuexin, Yide, and my parents

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781108423557
www.cambridge.org

Cambridge University Press

978-1-108-42355-7 — Venture Capital Law in China
Lin Lin

Frontmatter

More Information

CONTENTS

List of Figures page viii

List of Tables ix

Preface and Acknowledgements xi
List of Abbreviations Xiv

1 An Introduction to the Venture Capital Market
in China 1

Venture Capital Fundraising 44

Venture Capital Investing 143

Venture Capital Exits 213

52 B VS N S

Lessons from China and Ways Forward 305

Appendix - List of Chinese Legislation 323
Index 338

vii

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9781108423557
www.cambridge.org

CAMBRIDGE

Cambridge University Press
978-1-108-42355-7 — Venture Capital Law in China

Lin Lin
Frontmatter

More Information

1.1

1.2
1.3
2.1
2.2
2.3
4.1
4.2
4.3

FIGURES

New VC commitments against new VC funds 2006-2018 (RMB

100 million) page 7

Timeline of PE and VC regulation in China 24

Regulatory framework of PE and VC in China 27

Typical structure of a limited partnership-type VC fund in China 51
Examples of dual GP structures 82

Government Guidance Funds in China (2006-July 2019) 95
China’s multi-layered capital markets 223

Current IPO review process 236

IPO process of the STAR market 237

viii

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781108423557
www.cambridge.org

Cambridge University Press

978-1-108-42355-7 — Venture Capital Law in China
Lin Lin

Frontmatter

More Information

TABLES

1.1 The evolving regulatory framework of PE and VC in
China page 29

2.1 Different types of business forms used for newly raised VC funds
in China (2012-2017) 49

2.2 Limited partnerships in China and Delaware: a comparison 57

2.3 Different types of VC funds in China: a comparison 64

2.4 Percentage of capital raised by LPs in China’s VC and PE market (by investable
amount) (2011-2017) 68

2.5 Percentage of types of limited partners in China’s VC and PE market
(by number) (2011-2017) 71

2.6 The development and evolving regulatory framework of GGFs
in China 95

2.7 Amount of foreign and domestic VC funding: number of foreign VC funds and
RMB funds, as well as the annual amount raised by the respective types of
funds (2008-2018) 107

4.1 Number of exits via IPO, M&A, and share transfer for VC-backed companies,
as well as the corresponding amount of new capital committed to VC funds in
China (2006-2018) 218

4.2 Number of exits via IPO and M&A for VC-backed companies, as well as the
corresponding amount of new capital committed to VC funds in the United
States (2004-2018) 219

4.3 China’s stock markets: a comparison 225

4.4 Investor eligibility for China’s stock markets 240

4.5 Information disclosure in China’s stock markets 244

4.6 Key Chinese IPOs in NYSE or NASDAQ in 2018 251

4.7 Tlustration of relative shareholding and voting power 266
ix

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781108423557
www.cambridge.org

Cambridge University Press

978-1-108-42355-7 — Venture Capital Law in China
Lin Lin

Frontmatter

More Information

PREFACE AND ACKNOWLEDGEMENTS

The inspiration for this book stemmed from designing and teaching three
courses at the Faculty of Law of the National University of Singapore
(NUS): Alternative Investments; Private Equity and Venture Capital:
Law and Practice; and Chinese Commercial Law.

The importance of China’s venture capital market has grown as rapidly
as its size. It is now the fastest growing and second largest market in the
world. However, there is no academic textbook focussing on the law and
practice of venture capital in China. Furthermore, China’s venture capital
market has the unique distinction of being one of very few engineered
venture capital markets in the world. Despite the immense potential for
research, there remains little literature on the role of law and govern-
mental intervention in developing the Chinese venture capital market.
This lack of material has been compounded by the difficulty of accessing
source materials in Chinese and a general unfamiliarity with Chinese
bureaucracy. The fast pace of regulatory change and market development
in China adds a further element of complexity for anyone seeking to
study and understand the Chinese venture capital market.

This book seeks to fill the gap in the literature by providing sophisti-
cated and systematic case studies of China’s venture capital market,
examining how China created the world’s second largest venture capital
market within a short period of time, analysing how the growth of
a venture capital market may be sustained, and illustrating the lessons
which may be extracted from this crucial, but yet to be completely
studied, experience from China. It also aims to break new ground by
examining and testing established legal and economic theories and
assumptions regarding venture capital through the lens of the Chinese
venture capital market. Relying on my professional experience in China,
the United States, and Singapore, this book provides a critical examin-
ation of the extensive hand-collected data set and reveals the special
characteristics of the Chinese venture capital market and the peculiar
legal problems within the Chinese market. Adopting a comparative
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the Chinese venture capital market accessible for all scholars, policy
makers, and practitioners.
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grateful to Simon Chesterman, Damian Chalmers, David Tan, Ho Hock
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Ying for their invaluable advice, encouragement, and support. I have also
benefitted from the fresh views shared by many cohorts of very bright
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to them.
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tions and interviews with a large number of practitioners working in this
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Zhang Ping, Zou Jing, Ma Lingjun, Tang Jieren, Dong Yutao, Han Li, Tian
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Yubing, Kang Qiuning, Chen Jingyuan, Wang Ruoxi, Lu Liwei, Li Rui, Wu
Di, and Xu Kaixi. I am grateful to Zhu Jinwen, Walter Wan Weiqi, and Tan
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review and unanimous approval by the thirteen referees, comprising ten
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Tsinghua University, the University of Hong Kong, National Taiwan
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Political Science and Law, the University of International Business and
Economics, and Sun Yat-sen University, where I presented or wrote parts
of this book. My deepest thanks go to Ronald Gilson, William Bratton,
Joseph Grundfest, Michael Klausner, Paul Davies, John Armour, Luca
Enriques, Jennifer Payne, Emilios Avgouleas, Iris Chiu, William
Hubbard, Curtis Milhaupt, Joseph McCahery, David Donald, Dirk
Andreas Zetzsche, Erik P.M. Vermeulen, Zenichi Shishido, Zheng
Yongnian, Chen Kang, Yu Xingzhong, Zhang Wei, Zhu Ciyun, Liu
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Yan, and Guo Li for the insightful and incisive comments that they
shared with me.

This project would not have been possible without the support from
the Singapore Ministry of Education Academic Research Fund Tier 1.

Finally, my deepest thanks go to my parents, husband, and my two
wonderful children for their unconditional love and tremendous support
during this project. This book is dedicated to them.

I have endeavoured to state the law as of 1 June 2020.
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