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Fair Investment Practices by Venture Capital Companies Act (FIPVCC)

- Described as a “diversity reporting law” or a “venture capital transparency regime”

- Beginning in 2026, the Fair Investment Practices by Venture Capital Companies Act
("FIPVCC”) imposes new obligations on a wide array of asset management firms and
funds

* In general, the FIPVCC requires covered entities to:

A. Register with the California Department of Financial Protection and Innovation (“DFPI”)
commencing on March 1, 2026; and

B. Beginning in April 2026, annually report aggregated demographic information about the
founding teams of the companies in which they have invested
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Who is Covered and Why it Matters

What Data Must Be Collected and
How To Do It Defensibly

When Compliance Requirements Take
Effect

Risk, Enforcement, and Reputational
Exposure

Operational Impact on Funds and
Deals

Topics We Will Cover



Who Is Covered and Why It Matters




The FIPVCC applies to entities that meet the
Investment Firms and statutory definition of a “venture capital
Fund Structures That Fall company.”
Within FIPVCC’s Scope

The definition of a “venture capital company” is
broad and not intuitive.

The FIPVCC defines a “venture capital company”
(i.e., a covered entity) by reference to California
Code of Regulations (CCR) § 260.204.9
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1. Primarily engages in the business of investing in,
or providing financing to, startup, early-stage, or
emerging growth companies; AND

Does the FIPVCC Apply
Only to California-Based
Firms?

2. Has a California nexus, which will exist if the
“venture capital company”:

No - it applies to any “Covered
Entity.”

OR OR
“ . 9 on “ (III)
A (?overed Entity” is any “venture " e "
capital company” that: _ (ii) e i
M) has a capital solicits or
s significant investments” [OOSNES
headquarter presence or in businesses lnv;astmen S
ed in operational located in, or rom ah
California; office in that have .person.\c/jv Ot
California; significant 1S a residen
of California.

operations in,
California; or




So What Other Firms Could be
Covered?

The California nexus provisions are broad and may capture
firms that do not regard themselves as doing business in
California

For example, a firm headquartered in Boston still will be
covered if it invests in any businesses that are based in
California or have significant operations in the State.

Even firms that do not invest in companies that operate in
California will be covered if they solicit money from California
investors.




Venture Capital Company is

Defined as Any Entity Where . ..

-

On at least one occasion \
during the annual period
commencing with the date of
its initial capitalization, and
on at least one occasion
during each annual period
thereafter, at least fifty
percent (50%) of its assets
(other than short-term
investments pending long-
term commitment or
distribution to investors),
valued at cost, are venture

capital investments or
\ derivative investments: /

4 N

The entity is a “venture
capital fund” as defined in
rule 203(1)-1 adopted by the
U.S. Securities and
Exchange Commission
under the Investment
Advisers Act of 1940, as
amended; or

- /

The entity is a “venture
capital operating company”
as defined in rule 2510.3-
101(d) adopted by the U.S.
Department of Labor under
ERISA.
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Venture Capital Investment is
Defined as...

27500(g))

an acquisition of securities in an operating company where the investment adviser (or the
entity they advise, or an affiliate) obtains management rights. FIPVCC (Cal. Corp. Code §

« Title 10 of the California Code of Regulations (CCR) § 260.204.9(a) further clarify this

definition:

4 )

Management Rights

Contractual or ownership rights allowing the
right to participate in or influence an operating
company’s management, or to provide (or offer

to provide) significant guidance and counsel

- /

Operating Company

An entity primarily engaged in production or
sale of products/services, excluding individuals,
sole proprietors, and entities primarily involved

in capital management

4 )

- /
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Derivative Investment is
Defined as...

* an acquisition of securities by a venture capital company in the ordinary course of its
business in exchange for an existing venture capital investment either

» upon the exercise or conversion of the existing venture capital investment or

* in connection with a public offering of securities or the merger or reorganization of the
operating company to which the existing venture capital investment relates
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Hypothetical #1: Acme Growth Partners

FACT PATTERN
Firm Profile

« Acme Growth Partners is a U.S. based investment manager running a $500M growth equity fund.

* Acme ?_oes not market itself as a venture capital firm and does not rely on the venture capital adviser
exemption.

Investment Activity
* Acme acquires 10-30% minority stakes in operating companies.
* Acme receives board observer rights, information rights, and consent rights over major transactions.
« Acme engages with management on strategy but does not typically control operations.

QUESTIONS
Is Acme Growth Partners a “Venture Capital Company” under the statute?
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Hypothetical #2: Northstar Ventures

FACT PATTERN

Firm Profile

 Northstar Ventures is a Delaware-based venture capital fund explicitly engaged in early-stage
venture investing.

* Northstar makes minority investments with board seats and active involvement.

California Connections
* Northstar has no offices, employees, or physical presence in California.
* Northstar accepts capital commitments from several California-resident limited partners.

 Northstar invests in companies incorporated outside California but with significant California
operations

QUESTIONS

Is Northstar Ventures sufficiently connected to California to be covered under the statute?
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What Data Must Be Collected and

How To Do It Defensibly




In California, the FIPVCC requires covered venture capital
companies to request demographic data from the founding
team members of the businesses receiving investment or
financing from the covered venture capital company, and
to aggregate and report the data to the Department of
Financial Protection and Innovation (DFPI). (Corp. Code, §
27500 et seq.)

Website:

Survey:

Report:

User Guide:
Reporting Portal:

.. DEPARTMENT OF
i- FINANCIAL PROTECTION
© & INNOVATION

VENTURE CAPITAL DEMOGRAPHIC DATA SURVEY

vered venture capital ¢ emographic data information
i re officer, presiden ment

heck the

Business Receiving Venture Capital Investment:
Calendar Year Received Venture Capital Investment:

1L

-{[[_]] Whi
1l

-

Additional information about this Survey is available on the DEFP .
uestions or comments may be directed to the DFP1 at YOU_Swpport(a dfpi.ca.gov or (866) 275-2677.



https://dfpi.ca.gov/regulated-industries/vcc-reporting-program/
https://dfpi.ca.gov/regulated-industries/vcc-reporting-program/
https://dfpi.ca.gov/regulated-industries/vcc-reporting-program/
https://dfpi.ca.gov/wp-content/uploads/2026/01/VCC-Demographic-Data-Survey.pdf
https://dfpi.ca.gov/wp-content/uploads/2026/01/VCC-Report-Remediated.pdf
https://dfpi.ca.gov/wp-content/uploads/2026/01/VCC-Report-Remediated.pdf
https://dfpi.ca.gov/wp-content/uploads/2026/02/VCC_External_User-Guide.pdf
https://dfpi.ca.gov/wp-content/uploads/2026/02/VCC_External_User-Guide.pdf
https://vcc.dfpi.ca.gov/vcc?_gl=1*13tp0ge*_ga*MjE1MzA5NDUxLjE3NzA4NDExMTk.*_ga_LDV6PXRQJZ*czE3NzIwNDQyMTMkbzUkZzAkdDE3NzIwNDQyMTMkajYwJGwwJGgw*_ga_6F5L768D2L*czE3NzIwNDQyMTMkbzUkZzAkdDE3NzIwNDQyMTMkajYwJGwwJGgw
https://vcc.dfpi.ca.gov/vcc?_gl=1*13tp0ge*_ga*MjE1MzA5NDUxLjE3NzA4NDExMTk.*_ga_LDV6PXRQJZ*czE3NzIwNDQyMTMkbzUkZzAkdDE3NzIwNDQyMTMkajYwJGwwJGgw*_ga_6F5L768D2L*czE3NzIwNDQyMTMkbzUkZzAkdDE3NzIwNDQyMTMkajYwJGwwJGgw

CALIFORNIA VENTURE CAPITAL DEMOGRAPHIC DATA
REPORT for Prior Calendar Year [ ]

Covered Entity Name: _ Headquarters Location:_

Part I: Aggregated Survey Demographic Data Responses - All Founding Teams of Businesses Invested in by Covered Entity

lostructions: Provide the total number of survey responses received from founding team members for each demographic category.

GENDER LGBTQ+
-[[]] Woman -[[J] LGBTQ+
-[[]] Man -[[]] not LGBTQ+
-[[[]] Nonbinary -[L]] decline to state
-[|:|] Transgender
-[[]] none of the above
-[[]] decline to state DISABILITY STATUS -[[_]] Person with a Disability
-[[J] not a Person with a Disability
-[L]] decline to state
VETERAN STATUS -[[]] Veteran
RACE/ETHNICITY -[[]] Disabled Veteran
-[[]] Black or African American .[D] not a Veteran
-[L]] Asian -[] decline to state
-[[_]] Hispanic or Latino/Latina
-[[]] Native American or Alaskan
-[LJ] Native Hawaiian or Other Pacific CALIFORNIA -[[]] Resident of California
-[[_Islander ] White RESIDENCY -[[J] not a Resident of California
-[]] none of the above -[[J] decline to state
-[D] decline to state
DECLINE TO STATE -[[J)decline to state for all survey questions above
FOR ALL OF ABOVE
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Part II: "Primarily Founded by Diverse Founding Team Members"

Instructions: Provide the results of the calculations requested in the following items in accordance with the formulas included for each item,
based on survey responses returned by founding team members.

“Primarily founded by diverse founding team members”: To determine whether a business is primarily founded by diverse founding
team members, identify whether more than one-half of the founding team members responded to the survey and at least one-half of the
responding founding team members are diverse founding team members. If survey responses are not received from more than half of the
founding team members of a team, or less than half of surveys received for a team are from a diverse founding team member, the business is
not primarily founded by diverse founding team members for purposes of the below calculations.

e [Item 1: During the prior calendar year, the number of venture capital investments to businesses primarily founded by diverse founding team members, as
a percentage of the total number of venture capital investments made by the Covered Entity in the aggregate: _ %.
Formula for Item 1:

(Number of venture capital investments in businsses primarily founded by diverse founding team members)
(Total number of venture capital investments)

e Item 2: During the prior calendar year, the total amount of venture capital investments to businesses primarily founded by diverse founding team members,
as a percentage of venture capital investments made by the Covered Entity in the aggregate: _ %.

Formula for Item 2:

(Dollar amount of venture capital investments in businesses primarily founded by diverse founding team members)
(Total dollar amount of venture capital investments)

e Item 3: For each demographic category, provide the percentage of businesses founded by diverse founding team members for that category, based on the
number of businesses receiving investments, and based on the amount of the investments, in the chart below.

A. Formula for the number of investments in businesses primarily founded by diverse founding team members, by demographic
category, as a percentage of the total number of investments:

(Number of venture capital investments in businesses primarily founded by diverse founding team members for demographic category)
(Total number of venture capital investments)

B. Formula for the amount of investments in businesses primarily founded by diverse founding team members, by demographic
category, as a percentage of the total amount of investments:

(Dollar amount of investments in businesses primarily founded by diverse founding team members for demographic category)
(Total dollar amount of venture capital investments)
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GENDER

oo o oo o0

E
E

Woman

Man

Non-Binary
Transgender
none of the above
decline to state

RACE / ETHNICITY

o

o oo Q

Black or African American

Asian

Hispanic or Latino/Latina

MNative American or Alaskan Native

Mative Hawaiian or Other Pacific
Islander

White
none of the above
decline to state

LGBTO+
not LGET(+
decling to state

DISABILITY STATUS

=]

=]

=]

Person with a Disability
not Person with a Disability
decline to state

VETERAN STATUS

oo ooQ

Veteran

Disabled Veteran
not Veteran
decline to state

CALIFORNIA RESIDENCY

o

o

=]

Resident of California
Mot Resident of California
decling to state

s eee's

-

sesees's

se's's s

2

seeees's
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Part [II: Amount of Venture Capital Investment and Principal Place of Business for Each Business Receiving Funding

Instructions: Provide the total amount of money in venture capital investments and the principal place of business for each business that

received funding from the Covered Entity during the prior calendar year:

Business Receiving Venture Capital Total Amount of Money in
Investment Venture Capital Investments

Principal Place of Business

Business 1

Business 2

Business 3

Business 4

Business 5

Business 6

Business 7

Business 8

Business 9

Business 10

Business 11

Business 12

Business 14

Business 15

Business 16

Business 17

Business 18

Business 19

Business 21

Ricinace 27
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Five Components of Annual Demographic Reporting

1. Aggregated demographic information for the founding teams of all businesses in which
the firm made a VC investment during the prior calendar year;

2. Number of VC investments to businesses primarily founded by diverse founding
team members as a percentage of the total number of VC investments the firm made;

3. Total amount of VC investments made to businesses primarily founded by diverse
founding teams as a percentage of the total amount of VC investments made;

4. Total amount of money a VC firm invested in each business during the prior calendar
year, regardless of the demographics of the founding team; and

5. Principal place of business of each company in which the firm made a VC investment.
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Required Demographic
Information

Gender identity of each founding team member,
including nonbinary and gender-fluid identities;

Race of each founding team member;

Ethnicity of each founding team member;

Disability status of each founding team member;

Whether any founding team member identifies as
LGBTQ+;

Whether any founding team member is a veteran
or disabled veteran;

Whether any founding team member is a resident
of California; and

Whether any founding team member declined to
provide any of the above information

Proskauer®
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Common Collection Challenges

Voluntary participation

* Founders may decline to respond to some or all
questions.

* Firms must still report response rates and
aggregate outcomes.

No pressure/coercion permitted

* Firms must affirmatively communicate that
participation is voluntary and that there will be
“no adverse consequences” for non-
participation.

Standardized form requirement

« The DFPI has provided a form to be used to
survey founding team members.

Timing and tracking

« Surveys must be tied to covered investments
made during the reporting year, creating
operational tracking burdens.

Proskauer®
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Best Practices for Handling Sensitive Information

- Requires that covered firms collect the information needed to report by conducting a
demographic survey (using a template created by the DFPI), which must be provided
directly by the VC firm to each founding team member of each business in which the
VC firm has invested.

« Important that VC firms not delegate the survey to the businesses—as the survey
includes some inquiries that employers are prohibited from making.

« Prohibits VC firms from incentivizing participation or penalizing businesses/founding team
members for not providing responses to the survey.

 Prior to or concurrently with the survey, the VC firm must give certain required disclosures—
including that the survey is voluntary and that the demographic information will be
aggregated.
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Hypothetical #3: Global Venture Fund

FACT PATTERN

Global Venture Fund is an international hedge fund with venture-style investments.

Global invests in Vertex Systems, a startup, as do several other institutional investors.

Each institutional investor, including Global, independently distributes the same DFPI-
prescribed founder survey to Vertex and aggregates Vertex's responses for its own FIPVCC

report.

QUESTIONS

Does Global Venture Fund have a responsibility to coordinate with other institutional investors
to ensure that underlying founder data is not “double-counted”?

How does FIPVCC deal with multiple investors reporting the same underlying founder data for
the same company?

Proskauer® 2



Hypothetical #4: Summit Technologies

FACT PATTERN

Summit Technologies is a California-based startup that raises capital from multiple different
venture capital firms.

Each of Summit’s investors is subject to FIPVCC, so Summit’s founders receive multiple
survey requests asking for the same demographic information.

Founders are told participation is voluntary but receive repeated requests tied to the same
investment year.

QUESTIONS

Are founders expected to complete the survey multiple times for the same year?

If founders provide inconsistent responses across surveys (or respond to some and not
others), how does that affect the accuracy and integrity of aggregated reporting?
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When Compliance Requirements Take Effect




26

Key Deadlines

MARCH

1

2026

Begin
Registering

APRIL

1

2026

First Annual
Demographic
Reporting Due
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Initial Registration Requirements as of March 1, 2026

Any firm covered by the FIPVCC must register with
the DFPI by submitting:

O N .
P The firm’s name;

The firm’s business address, telephone
number, website, and a designated email
address; and

A designated point of contact (by name,

title, and email address).

Firms have an ongoing obligation
to keep the DFPI updated on
changes to any of the above

information

Proskauer®
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Risk, Enforcement, and Reputational

Exposure
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Consequences of Noncompliance

Enforcement: Recordkeeping:

* Broad authority for civil actions * FIPVCC requires that VC firms maintain
records of the information and activities
required under the statute for at least five

« DFPI may recover civil penalties, along with years.
costs and reasonable attorney’s fees.

* VC firms can be ordered to comply

« DFPI has right to examine records and may
- DFPI may recover a penalty of up to make certain inquiries to covered VC firms

$5,000 per day during which a violation
occurs or continues

- DFPI may seek heightened penalties
for any reckless or knowing
violations.
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Failure to register

with the DFPI
Failure to
properly Failure to
distribute . timely file
the annual
required reports
survey

Incomplete or
inaccurate reporting

Areas of Regulatory Scrutiny

Reports submitted under FIPVCC will be
publicly available, creating reputational
exposure in addition to regulatory risk.




NVCA Opposition

On August 28, 2023, the
National Venture Capital
Association (NVCA) sent a
letter to Senator Nancy
Skinner, strongly opposing
SB 54, the predecessor to
SB 164.

On February 9, 2026, the
NVCA sent a letter to Gavin
Newsom to request a delay
in the implementation and
reporting deadlines
associated with SB 54

NVCa

The Honorable Nancy Skinner
1021 O Street, Room 8630
Sacramento, CA 94814

August 28, 2023

RE: SB 54 (Skinner) — Venture capital companies: reporting - OPPOSE

Dear Senator Skinner,

On behalf of venture caj
raise significant concerns about
California startup ecosystem. W
produce misleading and counte
and inclusion (DEI) efforts whi
capitalists.

We urge you to reconsic
benchmarking diversity in the s
opportunity through entreprener

NvCa

Fehruary 9, 2026

The Honorable Gavin Mewsom KC Mohseni

Govemnor, State of California Commissioner

1021 O Street, Suite 9000 California Department of Financial Protection & Innovation
Sacramento, CA 95814 2101 Arena Boulevard

Sacramento, CA 95834

RE: Implementation of SB 54 — Request for Delay

On hehalf of the venture capital community and the entrepreneurs we support, | write to urgently request a
delay in the implementation and reporting deadlines associated with Senate Bill 54 (Skinner), Chapter 594,
Statutes of 2023. While we acknowledge the law's intent to benchmark diversity within the startup ecosystem,
the current administrative timeline has created an unrealistic ability for venture capital firms to comply with
the law.

SB 54 requires covered entities to provide founding teams with the opportunity to paricipate in a survey *after*
the execution of investment agreements. However, the standardized survey form was published only two
weeks ago. Additionally, as of today, there is still no way for firms to register with DFPI, yet firms are required
to do so by March 1, 2026 - approximately 13 business days from now. In light of these administrative delays,
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Key Arguments from NVCA Opposition

X o

Data Accuracy and Privacy and
Effectiveness Feasibility
Concerns

The small scale of
data, particularly for
early-stage
investments, makes
anonymization difficult,
threatening the
privacy of individual
founders and startups.

The legislation will
likely generate
"misleading and
counterproductive
data," actually
harming rather than
aiding diversity, equity,
and inclusion goals.

b

Operational and
Legal Burdens

The bill poses
significant compliance
costs and,
"unnecessary costs
and risks for California
venture capitalists".

had

Infeasibility of
Reporting

“Scenarios will arise
where the data
provided... will be of
such small scale that
achieving effective
anonymization
becomes challenging,
if not unfeasible".

Proskauer®
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Operational Impact on Funds and Deals
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FIPVCC applies at the “venture capital company”
level, requiring identification of covered entities and
investments made by covered entities during the prior
calendar year

Annual reporting is tied to businesses invested in
during the preceding year, which requires
maintaining an annual list of in-scope investments

Reports submitted to DFPI will be publicly available,
making reported information externally visible

How FIPVCC Affects Fund
Administration




FIPVCC requires delivery of a DFPI-prescribed
demographic survey to founding team members of
businesses invested in during the prior year

Survey distribution is tied to annual reporting
cycles, rather than to the closing of individual
transactions

How FIPVCC Affects
Communications with
Portfolio Companies




FIPVCC compliance involves multiple operational
components, including entity scoping, investment
identification, survey distribution, data aggregation,
and reporting

Information used for FIPVCC reporting generally does
not overlap with data commonly maintained by fund
administrators and back-office systems

Standardized DFPI survey and reporting formats limit
customization while still requiring internal coordination
across legal, compliance, and operations functions

How FIPVCC Affects
Coordination with Advisors
and Service Providers




Thank You

Evandro C. Gigante

Partner

Labor & Employment
212.969.3132
egigante@proskauer.com

\ FY 4

Philippe A. Lebel

Partner

Labor & Employment
310.284.4558
plebel@proskauer.com

Nathan R. Schuur

Partner

Private Funds
202.416.5825
nschuur@proskauer.com
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