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ABSTRACT

Venture capital plays an important role in the growth of SMEs and new
high-tech enterprises. Many countries and regions encourage and support the
development of venture capital, and provide support and facilitation, such as
finance and taxation for venture capital. However tax incentives, especially
income tax incentives are particularly important, the current research on the
income tax law of venture capital in China is also not systematic and in-depth.
This article just selects the perspective of income tax law to expand the
discussions, and hope to make some contributions.

This article contains three parts: Part I give a brief introduction to the
concept and operation process of venture capital, which provides a basic
background to the discussions; Part II details the income tax provisions and
treatment which venture enterprises, venture capital firms and venture investors
apply and enjoy under current tax environment in China, as well as compares
the income tax burden of corporate and limited partnership venture capital firms
from the perspective of venture capital subjects; Part III points out the
deficiencies and gaps of China’s income tax law of venture capital on the basis
of analysis and reflections in the previous sections, and then learns from useful
experience of other countries and regions and puts forward the general
principles and specific measures of perfecting income tax law of venture capital
in China.

This article embodies innovation in three aspects: First, this article makes
use of the knowledge of law, accounting and economics comprehensively and
sets out China’s current income tax law of venture capital systematically, as
well as compares the income tax burden of different organizational forms
especially the corporate and limited partnership venture capital firms for
finding some hidden problems and contradictions, which makes this article

more pragmatic. Second, in the process of identifying and solving problems,



this article observes, reflects and comes to different conclusions from the
perspective of the whole operation process and all of the subjects of venture
capital not the single. This article also puts forward the general principles in
macro terms and the specific suggestions in micro terms of perfection, in order
to ensure the logic of discussions tightly. Third, there is much new data which
has authoritative source supporting the view of this article. Meanwhile, this
article introduces the relevant legislation and practice of other countries and

regions for identifying problems and drawing useful experience.

Key words: Venture Capital; Income Tax Law; Limited Partnership
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