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California DFPI Pauses FIPVCC
Implementation: Updated Regulatory
Qutlook for Venture Capital Firms
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The California Department of Financial Protection and Innovation (“DEPI”) has
formally suspended implementation and enforcement of the Fair Investment
Practices by Venture Capital Companies Law (“FIPVCC”), halting the
registration and reporting requirements that were previously scheduled to take
effectin 2026.

According to the DFPI's official announcement, covered entities will not be required to register or submit
demographic reporting by the April 1, 2026, deadline, and all compliance obligations under the statute are paused
pending completion of a new rulemaking process.

This suspension represents a significant shift from the deadlines and requirements outlined in early industry
guidance, including Waystone’s US Update, “California Venture Capital Diversity Reporting 2026: Compliance
Guide for Venture Capital Firms.” That guidance explained the anticipated obligations for venture capital
companies with a California nexus-particularly the requirement to collect and annually report aggregated
demographic information regarding portfolio company founding teams. The DFPI's recent action effectively
pauses those requirements until new regulations are issued.

Suspension Detalils

The DFPI's announcement outlines several key elements of the suspension that venture capital firms should be
aware of, including:

No April 1, 2026, Reporting Requirement
Covered entities are not required to submit any filings by the April 1, 2026, deadline, including registrations,
demographic surveys, aggregated demographic reports, or covered-entity identification information.

California Rulemaking Process to Begin in 2026

The DFPI plans to begin its rulemaking process later this year, and state law requires that the formal
rulemaking phase be completed within one year. Before drafting proposed regulations, the DFPI will engage
with stakeholders-including venture capital firms, investors, founders, and industry associations-to gather
input and inform the development of the new framework.

Enforcement Paused Pending Rulemaking

DFPI has suspended all FIPVCC enforcement until it completes a full rulemaking process and issues final
regulations. The forthcoming rules are expected to refine key definitions and establish a clearer reporting
framework. DFPI will continue providing public updates as the rulemaking process progresses.
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What This Means for Venture Capital Firms

The DFPI's suspension removes immediate reporting pressure, but it does not signal a retreat from California’s
long-term focus on transparency and standardized reporting. Instead, it creates a strategic window for firms to
strengthen their compliance posture before new rules are finalized.

To help firms interpret the practical impact of this pause, the following points outline the most immediate areas of
focus:

A Strategic Pause, Not a Reset

Although deadlines are paused, the expectation that firms will eventually need to collect and report
demographic data remains. This is an ideal time to evaluate internal data-collection processes, identify gaps,
and enhance governance frameworks to avoid future operational strain.

LP Expectations Continue to Rise

Institutional investors and LPs continue to prioritize diversity, transparency, and responsible governance.
Firms that maintain momentum on demographic tracking and ESG-aligned practices will be better positioned
during fundraising and due-diligence cycles.

Preparing for a More Defined Rule Set

The upcoming rulemaking process is likely to produce clearer definitions, more structured reporting
templates, and refined compliance expectations. Firms that begin scenario-planning now will be able to adapt
quickly once the new framework is released.

Early Readiness Creates Competitive Advantage
Proactive firms can turn this pause into an advantage by building scalable, repeatable compliance workflows.
This reduces future disruption and signals strong governance to LPs, founders, and regulators.

What VC Firms Should Do Now

With the DFPI's rulemaking process restarting, firms have a meaningful opportunity to prepare-not by predicting
the final rule, but by strengthening the foundational elements that will support any eventual reporting framework.

As the landscape shifts, there are a number of actions VC firms can take now to strengthen their readiness:
Conduct a Readiness Assessment
Review current data-collection practices, governance structures, and reporting workflows to identify potential
gaps.
Map Out Potential Data Needs

Begin outlining what demographic or governance data may be required and how it would be collected and
stored.

Engage Internal and External Stakeholders
Align legal, compliance, investment teams, and portfolio companies early to reduce future friction.

Build Scalable Processes
Use this pause to design flexible frameworks that can adapt to multi-state or federal transparency initiatives.

Stay Close to the Rulemaking Process
Monitor DFPI updates and consider participating in stakeholder engagement opportunities to stay ahead of
emerging requirements.

How Waystone Can Help

California’s decision to pause FIPVCC implementation underscores how quickly the regulatory environment for
venture capital can evolve. While timelines may shift, the broader direction toward greater transparency and
structured reporting remains clear.
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For firms with a California nexus, this is the moment to stay engaged, informed, and proactive. Regulatory clarity
will return, and those who have used this period to strengthen internal processes will be best positioned to
respond with confidence.

Waystone will continue to provide timely updates, practical guidance, and strategic support as the DFPI's
rulemaking progresses. Our team partners with venture capital firms to build scalable, future-proof compliance
frameworks that align with both regulatory expectations and investor demands.

If you have any questions or want to learn more about how are US Compliance Solutions team can help you
meet your reporting obligations, please reach out to your usual Waystone representative or contact us via the link
below:

C Contactus -> )
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