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Global Law Office (GLO) dates back to 1979, when 
it became the first law firm in the PRC to have an 
international perspective, fully embracing the outside 
world. With more than 600 lawyers practising in its 
Beijing, Shanghai, Shenzhen and Chengdu offices, 
GLO is today known as a leading Chinese law firm 
and continues to set the pace as one of the PRC’s 
most innovative and progressive legal practitioners, 
including in the private equity and venture capital 
sector. Not only does GLO have vast experience in 

representing investors, but it has also extensively 
represented financing enterprises and founders. With 
a deep understanding of the best legal practices and 
development trends of investment terms, the team at 
GLO knows how to find the most effective balance 
of interests in terms of negotiation so as to realise 
all-win results. Vast practical experience and indus-
trial background knowledge enable GLO to enhance 
value in every step of the client investment cycle.
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Requirements on Capital Contribution Under 
China’s New Company Law
Time limit for capital contribution
The revised Company Law of the People’s Republic 
of China which came into effect on 1 July 2024 (“New 
Company Law”) requires shareholders of a limited 
liability company (LLC) established thereafter to make 
capital contributions in full within five years from the 
establishment date of the company, and also requires 
an LLC established before 1 July 2024 (“Existing LLC”) 
to adjust its capital contribution schedule in the arti-
cles of association (AoA) to meet the new timeline 
requirement. For capital subscribed in an LLC before 1 
July 2024, supplementary rules of the New Company 
Law generally require that, if the capital contribution 
deadline for an LLC is later than 30 June 2032, such 
deadline shall be adjusted to a date no later than 30 
June 2032 and the adjustment shall be made before 
30 June 2027.

Based on our practice experience, for an Existing 
LLC whose capital contribution deadline in its AoA 
is due before 1 July 2024, local market supervision 
authorities (MSAs) would generally allow the exten-
sion of capital contribution timelines, while the new 
deadline shall also be within five years from the reg-
istration date of such amendment for capital contri-
bution deadline in the AoA. For other Existing LLCs 
whose capital contribution deadlines are not due yet, 
although supplementary rules allow a deadline as late 
as 30 June 2032, some MSAs (eg, in Shanghai, Hang-
zhou) still require such LLCs to adjust the deadline to 
be within five years from the registration date of such 
amendment in the AoA. It is suggested for investors 
to require their portfolio companies to confirm require-
ments with local MSAs and revise the contribution 
deadlines according to the new rules respectively.

Potential liabilities for capital contribution in equity 
transfer
Paragraph 1 of Article 88 of the New Company Law 
provides that if a shareholder of an LLC transfers its 
equity with unpaid capital contribution not due yet, the 
transferee shall assume the capital contribution obli-
gation, but the transferor shall bear supplemental lia-
bility if the transferee defaults. The Supreme People’s 
Court of the People’s Republic of China (SPC) initially 
provided that Paragraph 1 of Article 88 shall apply to 

equity transfer before the New Company Law came 
into effect, which caused lots of disputes in practice. 
The SPC published an official reply later and clarified 
that Paragraph 1 of Article 88 shall not be applied to 
equity transfer disputes before the effective date of 
the New Company Law and such disputes shall be 
resolved according to the unrevised Company Law’s 
principles before 1 July 2024.

For investors planning to transfer equity interest with 
unpaid capital contribution in an LLC, as the transferor 
cannot control the act of the transferee, the trans-
feror may elect to complete the capital contribution in 
advance and the amount for the capital contribution 
may be added to the transaction price.

Directors’ capital-call duties and potential 
liabilities
The New Company Law expands directors’ capital-
call obligations. It stipulates that the board of directors 
shall check the shareholders’ capital contributions 
and issue written payment demands to defaulting 
shareholders. Directors may be held liable for com-
pany losses if they fail to fulfil such obligations.

Directors of companies shall pay special attention to 
such obligations under the New Company Law. Mean-
while, the investors may require portfolio companies 
to provide directors’ and officers’ liability insurance for 
directors appointed by investors, which was not quite 
normal in the PRC market before.

The Execution Period of the Redemption Rights for 
Investors
There are divergent views on the nature of redemption 
rights in the Chinese judicial practice. The “right of for-
mation” theory subjects redemption rights to an exer-
cise period, after which the rights are extinguished, 
while the “right of claim” theory imposes no such time 
restraint and holds that the redemption rights are only 
bound by statutory limitation of action.

On 29 August 2024, an article in the Q&A form 
addressing the nature and exercise period of redemp-
tion rights was published in the People’s Court Daily, 
which was originally circulated on the SPC’s internal 
website. The published Q&A held the opinion that the 
redemption rights are rights of formation subject to a 
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“reasonable period”, and when the “reasonable peri-
od” expires, the redemption rights are extinguished. 
As to the exercise period, the Q&A merely recom-
mends a six-month period and does not prohibit any 
longer reasonable periods based on specific circum-
stances. However, as stated in a recent judgment in 
2025 by a local court in Beijing, the Q&A is neither 
legislation nor formal judicial interpretation and the 
opinion in the Q&A shall not be applied. It is also worth 
noting that no judgments after the publication of the 
Q&A are found to treat redemption rights purely as 
the right of claim (though some of them recognise 
redemption rights as hybrid rights combining right of 
formation and the right of claim).

The judicial views on the nature of redemption rights 
require further observations. For an investor, if the 
redemption right is triggered in its transaction docu-
ments with the investment targets, it is recommended 
to exercise such right promptly and keep written evi-
dence of the investor’s execution of the right. For port-
folio companies or other shareholders, it is suggested 
to specify a clear exercise period of the redemption 
right in transaction documents, with an automatic 
expiration mechanism if it is not exercised.

China’s New Regulations for Overseas Listing 
Filing – the Second Anniversary Review and 
Outlook
It has been over two years since 31 March 2023, when 
the China Securities Regulatory Commission (CSRC) 
promulgated the Trial Measures for the Administra-
tion of Overseas Securities Offering and Listing by 
Domestic Enterprises (the “Trial Measures”), and five 
supporting rules for regulatory guidance (collectively, 
the “New Filing Regulations”) came into effect. As the 
regulatory environment for going public in China’s 
domestic stock market was tightened in 2024, a large 
number of Chinese enterprises are seeking opportuni-
ties for overseas listing. Against this setting, market 
players are paying close attention to the practice in 
implementing the New Filing Regulations, aiming at 
making the outcome of their relevant decision-making 
and activities more predicable towards their ultimate 
goal, that is, successfully obtaining the green light 
from CSRC for overseas listing. This section reviews 
the implementation effects of the New Filing Regula-

tions for the past one-and-a-half years since 2024 and 
hopes to provide some key takeaways.

Overview of implementation practice
According to information published by the CSRC, 
during the period from 1 January 2024 to 30 June 
2025 (“Observation Period”), 195 applicants (exclud-
ing those that applied separately for the filing of the 
“full circulation” of H shares) obtained the filing notice 
from the CSRC, with 125 for 2024 and 70 for the first 
half of 2025, respectively.

According to our rough calculation based on pub-
licly available information from the CSRC during the 
Observation Period, among the 195 applicants that 
have obtained the filing notice from the CSRC:

•	121 applicants chose the Hong Kong Stock 
Exchange as the listing exchange, and 68 appli-
cants chose to list on US capital markets (consist-
ing of 67 applications for Nasdaq and only one 
application for the New York Stock Exchange), 
four applicants chose the Taiwan Stock Exchange 
Corporation and two applicants chose Singapore 
Exchange;

•	74 applicants chose overseas direct listing as the 
listing model, and 121 applicants chose overseas 
indirect listing as the listing model; and

•	among the 121 applicants that chose indirect list-
ing, 93 applicants are issuers operating without 
the variable interest entity (VIE) structure, and the 
remaining 28 applicants are issuers operating with 
the VIE structure.

Based on our rough estimate, among applicants that 
have received a filing notice from the CSRC since the 
implementation of the New Filing Regulations during 
the Observation Period, the average time from receipt 
of the filing application by the CSRC to the issuance 
of the filing notice is nearly seven months, with the 
minimum and maximum review periods being less 
than one month and more than 23 months, respec-
tively. During the Observation Period, applications for 
overseas direct listing appear to have a prominent 
advantage over applications for overseas indirect list-
ing in terms of the average length of time required (ie, 
approximately 5.6 months and 7.8 months, respec-
tively); among applications for overseas indirect list-
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ing, compared with the filing time of applicants with-
out the VIE structure, which is 7.1 months on average, 
it would take a longer period for those applicants with 
the VIE structure (10.7 months on average).

Given the above observations, the reviewing pro-
cess of CSRC under the New Filing Regulations has 
slowed down, causing a longer filing period compared 
with the year 2023 and the first half of 2024 (see our 
observation in China T&D for Chambers Private Equi-
ty 2024), especially for the applicants with the VIE 
structure. This is primarily because of a rising trend 
of overseas listings and the continuous increase in the 
number of filing applications in the markets, leading to 
a significant increase in the workload of the regulatory 
authorities, including CSRC. Still, key elements that 
may influence the speed of the CSRC’s review pro-
cess include, among others, whether an applicant has 
adopted or used the VIE structure for overseas listing, 
and in the case of applicants with the VIE structure, 
substantial scrutiny from various competent industry-
specific authorities could be triggered or involved.

Observation of market trends
During the Observation Period, there were 157 issu-
ers that successfully completed their overseas IPO 
and listing process (including those that obtained the 
filing notice from the CSRC in 2023 but completed 
the overseas IPO and listing process in 2024 and 
those that obtained the filing notice from the CSRC 
in 2024 but completed the overseas IPO and listing 
process in 2025), among which 101 issuers chose to 
conduct IPOs in the Hong Kong market (39) or de-
SPACs (1), while 56 issuers chose to conduct IPOs 
in the US market (50) or de-SPACs (6). Specifically, 
among the 101 issuers that have issued shares and 
been listed in the Hong Kong market, the largest fund-
raising amount reached approximately HKD35.657 bil-
lion, while the smallest was about HKD85 million, and 
among the 101 issuers that have issued shares and 
been listed in the US market, the largest fundraising 
amount reached approximately USD750 million, while 
the smallest was about USD4.2 million. The scale of 
the fundraising amounts for most of the said issuers 
in the Hong Kong market is concentrated in the range 
of USD20 million to USD100 million, while for most 
of the said issuers in the US market, their fundraising 
scale is concentrated in the range of USD5 million to 

USD10 million. During the first half of 2025, among 
70 applicants that obtained the filing notice from the 
CSRC (excluding 21 applicants that applied separate-
ly for the filing of the “full circulation” of H shares), 
52 applicants chose the Hong Kong Stock Exchange 
as the listing exchange, and among 131 applicants 
whose submission of the filing applications have been 
accepted by the CSRC (excluding ten applicants that 
applied separately for the filing of the “full circulation” 
of H shares), 121 applicants chose the Hong Kong 
Stock Exchange as the listing exchange. Apparently, 
at time of writing, the Hong Kong capital market is 
more attractive to both Chinese enterprises that are 
seeking overseas listings and international investors 
that are interested in investing in China-based enter-
prises than the US capital market or other capital mar-
kets around the world.

During the first half of 2025, 35 A-share listed compa-
nies announced their intentions to prepare for H-share 
issuance and listing (far exceeding the number of 
announcements in 2024 for the entire year); in addi-
tion, 11 A-share listed companies received the filing 
notice from the CSRC for overseas H-share issuance. 
Based on the response speed of the CSRC regarding 
the filing for overseas listings, the average filing time 
for A-to-H projects in Hong Kong was 112 days, which 
is almost half of the overall average filing time dur-
ing the same period (ie, 221 days). This demonstrates 
the supportive attitude of the CSRC towards A-share 
listed companies issuing shares in Hong Kong, and 
reflects the positive and effective results achieved 
through the collaboration between Mainland China 
and Hong Kong in capital markets.

Issuers with VIE structure: status quo
During the Observation Period, a total of 28 issuers 
using the VIE structure have successfully obtained fil-
ing notices from the CSRC; 20 of these were obtained 
in 2024 and eight of those were obtained in the first 
half of 2025, accounting for no more than 25% of the 
total issuers that chose indirect listing and completed 
the CSRC filing and no more than 14.5% of the total 
issuers that completed the CSRC filing, respectively.

The scrutiny on applications with elements of the VIE 
structure by CSRC and other competent industry-
specific authorities is being increasingly tightened, 
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especially for applicants whose operating entities in 
Mainland China controlled by the VIE structure are 
engaged in business prohibited for foreign investment 
by applicable laws and regulations. The above can be 
seen from a lengthy filing period in 2025: in the first 
half of 2025, the average filing period for applicants 
with the VIE structure that completed the CSRC filing 
was 390 days, which is significantly longer than the 
average filing time for direct listings or indirect listings 
without the VIE structure during the same period and 
is also longer than the filing time for applicants with 
the VIE structure in history, which is 283 days for 2024.

Based on our observation, issuers with the VIE struc-
ture that have completed the CSRC filing are mainly 
concentrated in the software and information services, 
internet, data infrastructure, insurance brokage, travel, 
logistics and medical industries, among others. The 
main business areas that may involve foreign capi-
tal prohibition or restriction include value-added tel-
ecommunications, network culture, network publish-
ing, radio and television programme production and 
operation, surveying and mapping, medical institu-
tions and domestic mail delivery.

Issuers with VIE structure: CSRC perspective and 
key takeaways
According to the supplementary material requirements 
for certain issuers published by the CSRC during the 
Observation Period, the CSRC’s concerns about the 
VIE structure mainly focus on:

•	the overall compliance of the VIE structure (includ-
ing but not limited to foreign exchange manage-
ment, overseas investment, foreign investment and 
tax payment);

•	whether the applicant is engaged in any busi-
ness currently prohibited for foreign investment or 
participation, and if so, whether the use of the VIE 
structure is for the purpose of circumventing such 
prohibition; and

•	how the transaction arrangements between entities 
under the VIE structure are implemented in real-
ity, including fund transfer between domestic and 
foreign entities, profit transfer and other aspects of 
capital flow arrangements.

Given the tightened view of the CSRC as well as other 
regulatory authorities towards applicants with the VIE 
structure, here are some takeaways:

•	be very cautious over using the VIE structure 
unless it is necessary and to the extent that it is 
not expressly prohibited by applicable laws and 
regulations, eg, for the purpose of keeping an ICP 
licence by a domestic operating entity, as there is 
still a lack of uniform guidelines regarding whether 
the VIE structure is permitted for a particular indus-
try/business area in which foreign investment is 
restricted or even prohibited;

•	if the existing VIE structure is not acceptable by the 
CSRC or other regulatory authorities, try to unwind 
or dismantle it along with ceasing the restricted 
or prohibited business, or doing a spin-off of such 
business or restructuring the same to a third party; 
and

•	historical compliance issues that remain unre-
solved in connection with or arising out of the VIE 
structure should be given full attention and be 
solved in a timely manner (ideally before the sub-
mission of a filing application to the CSRC).

Observations on PE/VC Exit Routes
IPO: tightened review standards and changes in 
China’s IPO landscape
An initial public offering (IPO) used to be the primary 
exit route for most private equity and venture capital 
firms (“PE/VCs”) in China. However, the CSRC intro-
duced stricter measures in January 2021 by issu-
ing the Provisions on the On-site Inspection of IPO 
Applicants, which established detailed procedures, 
methods and requirements for on-site inspection of 
IPO candidates, marking the start of a more stringent 
A-share IPO review regime. In April 2024, the State 
Council issued the Several Opinions of the State 
Council on Strengthening Regulation to Prevent Risk 
and Promoting the High-quality Development of the 
Capital Market, further tightening IPO oversight to 
enhance risk prevention and overall market quality.

Statistics show that the combined withdrawal-and-
rejection rate for A-share IPOs exceeded 50% in both 
2021 and 2022. Meanwhile, capital raised through 
A-share IPOs (domestically listed shares) declined 
sharply, from CNY586.89 billion in 2022 to CNY356.54 
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billion in 2023, and further to just CNY67.35 billion in 
2024. By 2025, more than 70 companies had with-
drawn their IPO applications, while over 300 remained 
in the CSRC’s review queue. These delays impose 
higher capital costs and create significant uncertainty 
regarding fund-level returns for PE/VCs.

However, as A-share IPOs tightened, the Hong Kong 
IPO market began to recover in the second half of 
2024 and rebounded strongly in the first half of 2025. 
The Hang Seng Index rose by approximately 20% 
during the first half of 2025. A total of 42 IPOs were 
completed on the Main Board, raising as much as 
HKD106.7 billion, reaffirming Hong Kong’s position as 
a global IPO hub.

Share buyback: quantity is on the rise, but cash 
recovery rates remain low
Besides an IPO, share buyback is also a potential exit 
route for PE/VCs in China. Statistics from the Asset 
Management Association of China indicate that over 
90% of PE/VC investment includes share buyback 
provisions. The main triggering events for investors to 
exercise their buyback right are the failure to complete 
a “qualified IPO” and material breach by founders and 
the target company.

Before 2019, investors rarely requested direct share 
buyback. However, as IPO review standards have 
tightened, the number of share buyback cases has 
increased. But statistics show that in court cases 
involving share buyback, among cases that enter judi-
cial proceedings, the average recovery rate is only 
about 6%, and in cases reaching enforcement pro-
ceedings, only about 4.62% are fully recovered.

M&A: policy tailwinds, flexible deal structures and 
shorter timelines may make M&A top in PE/VCs’ 
new “exit playbook”
Facing challenges with other exit routes, PE/VCs have 
actively explored alternative strategies. M&A used to 
be considered as a “second-best option” for PE/VC 
exits because they often yield lower prices than IPOs 
and require significant due diligence and negotiations. 
However, in the current environment, investors are 
reassessing the value of M&A and increasingly con-
sidering them a preferred exit strategy.

Several factors support this shift:

•	Multiple policies have been issued to support 
China’s M&A market. Notably, the CSRC issued 
(i) the Eight Measures of the CSRC for Deepening 
Reform of the STAR Market to Serve Scientific and 
Technological Innovation and New Quality Produc-
tive Forces on 19 June 2024, emphasising sup-
porting M&A and reorganisations; (ii) the Opinions 
of the CSRC on Deepening the Reform of the M&A 
and Reorganisation Market for Listed Companies 
on 24 September 2024, relaxing restrictions on 
cross-border M&A by listed companies and intro-
ducing simplified review procedures; and (iii) the 
revised Administrative Measures for the Material 
Asset Reorganisation of Listed Companies on 16 
May 2025, introducing a “reverse linkage” between 
the investment term of private equity funds and the 
lock-up period for shares acquired through restruc-
turings, which significantly removes institutional 
barriers to private equity funds’ participation in 
listed company M&A.

•	Compared with the constraints on secondary-
market exits – such as share reduction limits, time 
restrictions and strict disclosure obligations – M&A 
transactions generally have shorter timelines and 
more lenient regulatory oversight. The timeline of 
M&A transactions is controllable, and they can 
generally be completed within six to 12 months. 
Moreover, M&A transactions are more flexible and 
can be structurally tailored to accommodate both 
buyers’ and sellers’ needs, incorporating special 
arrangements such as earn-out mechanisms, 
instalment payments and performance-based 
incentives.

•	The emergence of new M&A-focused funds and 
tailored support mechanisms is increasing the 
flexibility of M&A transactions. Statistics show 
that from the beginning of this year up to 21 May, 
a total of 110 listed companies on the A-share 
market have announced their participation in the 
establishment of industrial M&A funds, with the 
combined anticipated fundraising amount exceed-
ing CNY128 billion. Such participation not only 
helps companies stay ahead of industry trends and 
strategically position themselves in high-quality 
projects, but also injects fresh momentum into 
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technological innovation and business upgrades – 
ultimately enhancing their core competitiveness.

According to PwC’s China M&A 2024 Review and 
Outlook, China’s M&A deal volume fell to a multi-year 
low in 2024, down 16% from 2023 to USD277 bil-
lion. However, from late 2024 onwards, the market 
has received continuous policy support, and M&A 
deal value in the second half of 2024 jumped by one-
third compared with the first half, reaching USD158 
billion. In the first half of 2025, a total of 171 PE/VCs 
successfully exited through M&A transactions, with 
capital returned to funds surging to CNY43.065 billion.

Despite the above advantages of M&A transac-
tions, certain legal issues may need to be considered 
regarding the design of the deal structure of the M&A 
transactions. For example:

•	when foreign investors acquire equity interests 
in Chinese enterprises, domestic sellers can only 
receive payment of the purchase price after the 
completion of the share transfer registration, and 
when the sellers are Chinese individuals, they even 
need to complete the individual income tax pay-
ment before registering the share transfer. These 
procedural requirements may constitute substantial 
risks for domestic sellers;

•	when a listed company is involved in the M&A 
transaction, special attention should be paid to the 
possible approval and disclosure requirements. 

When an acquirer takes a stake in a listed com-
pany, it will trigger disclosure obligations under 
Chinese securities law; on the other hand, when 
a listed company undertakes a cash acquisition, 
regulators require a transaction size review to 
determine the applicable procedures, which may 
include board or shareholder approvals, disclosure 
requirements, and audit or valuation conditions; 
and

•	antitrust filings are a critical and often mandatory 
step in M&A transactions, particularly for deals that 
may substantially reduce competition in a relevant 
market. Timing is a key consideration here: the fil-
ing process can take several months, and transac-
tions cannot legally close until regulators complete 
their review. If a transaction is likely to substantially 
lessen competition, it may face remedies or even 
prohibition, which could severely affect the parties’ 
rights and the transaction.

In conclusion, while China’s PE/VC exit landscape 
faces challenges such as stricter IPO reviews and 
low share buyback recovery rates, the growing policy 
support and structural advantages of M&A transac-
tions offer a relatively promising alternative. With the 
entry of patient capital, the transformation of institu-
tional investment strategies and the regularisation of 
the market environment, we believe that China’s M&A 
market will continue to develop, and M&A transac-
tions will be not just an exit route but, more impor-
tantly, a way to re-create and release value. 
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