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I: Introduction
Transparency is a foundational value of the United States that is embedded in our democratic 
institutions, our legal system, our economic freedoms, and our financial markets. It is a principle 
that has long guided markets regulation and is central to the mission of the U.S. Securities and 
Exchange Commission (“SEC”). Closely intertwined with transparency is an equally fundamental 
premise of U.S. capital markets—that owners maintain their property better than anyone else. 
Markets function best when ownership is visible and when investors are able to act as engaged, 
informed, and accountable owners. 

For decades, the SEC rules governing investor ownership disclosure have reflected these two 
core priorities. The registration and reporting framework ensures that large mutual fund investors 
are disclosed, supporting market integrity and informed decision-making. Supplemental rules 
governing proxy voting, shareholder communications, and the exercise of ownership rights are 
likewise grounded in the same principles of facilitating transparency while enabling investors to 
participate meaningfully in corporate governance. 

These rules have also extended to retail investors. Most retail shareholders are given the option to allow 
companies to communicate with them directly, a status known as Non-Objecting Beneficial Owner 
(“NOBO”). The majority of retail investors choose this option, reinforcing the norm that transparency 
and direct issuer-owner communication is beneficial to both companies and shareholders. When 
these rules were first adopted decades ago, however, a narrow exception was created. A small 
number of investors holding a very limited number of shares were permitted to remain invisible to 
their portfolio companies by electing Objecting Beneficial Owner (“OBO”) status, even though this 
opacity runs counter to the twin market values of transparency and active ownership. At the time, 
this exception was viewed as tolerable for several reasons.

First, OBO holders were considered de minimis in both number and economic significance, such 
that their invisibility was not thought to meaningfully affect issuers or the broader market. Second, 
the rules were adopted in a paper-based era, when administrative burdens and privacy concerns 
for brokers were materially greater, and some accommodation was viewed as appropriate. Third, 
issuer communication with retail shareholders was itself impractical and costly, meaning that the 
loss of contact with a small subset of investors was not seen as consequential. Fourth, proxy voting 
by retail investors was relatively rare and generally passive, making the inability to communicate 
with some shareholders less significant. Finally, at the time the current framework was adopted 
in 1986, there was limited understanding of how opaque ownership and communication systems 
could enable errors in proxy vote tabulation to go undetected.
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In the decades since, experience has demonstrated that opacity in the proxy plumbing system 
can, and has, contributed to inaccurate outcomes, including under and overvoting, reconciliation 
failures, and other distortions that are difficult to identify or correct without transparency. These 
issues were not well understood when the OBO exception was created, but they have since become 
increasingly evident. Thus, even though permitting OBO status was inconsistent with the SEC’s 
core commitment to transparency and with the capital markets’ foundational assumption that 
owners should be able to fully exercise their ownership, its limited scope in a paper-based, low-
engagement, “Wall Street Walk” era allowed it to persist. The rationale for that tolerance, however, 
rested entirely on conditions that no longer exist.

II: Background on the OBO Classification
As noted, the conditions that once allowed the OBO exception to persist have changed rapidly 
and fundamentally. What was once a narrow, largely inconsequential departure from the norm 
of transparency has become a material and growing threat to effective ownership, and market 
integrity. As a result, there is now a clear urgency to revisit and modernize rules that no longer reflect 
how today’s markets function. Most notably, retail holdings subject to OBO and NOBO classifications 
have expanded dramatically in both number and economic significance. The growth in retail 
participation means that opaque ownership is no longer a marginal feature of the system, but a 
meaningful impediment to transparency and to the ability of owners to act like owners. What was 
once a de minimis exception has evolved into a structural issue with real consequences for issuers, 
investors, and the proxy process.

At the same time, the technological and operational constraints that once supported limited issuer–
retail shareholder communication have largely disappeared. The market has migrated decisively 
from paper‑based systems to digital, platform‑based communications. Today, it is practical for 
issuers to identify, learn from, and communicate directly with shareholders of all sizes. This shift 
is evidenced by the rapid growth of commission‑free trading platforms, the adoption of digital 
shareholder‑engagement tools such as Robinhood’s Say Technologies, and the replication by 
other issuers of models pioneered by companies like ExxonMobil that allow retail investors to make 
informed, affirmative communication choices.

There has also been a broader recognition that all investors, not only large institutional holders, 
deserve a meaningful voice in corporate governance. This recognition strengthens the case for 
enabling direct issuer‑owner communication, particularly at a time when foreign ownership of U.S. 
companies continues to rise and raises national security, economic resilience, and governance 
considerations. Ensuring that all shareholders are visible, reachable, and engaged has taken on 
increased importance in this context. Just as brokers and banks are required to know their customers, 
publicly traded companies should have the right to know who owns their company. 
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In parallel, proxy voting itself has become far more consequential than when the current rules 
were adopted. Votes on director elections, executive compensation, and major transactions now 
routinely hinge on relatively narrow margins, making issuers’ ability to reach and inform their 
shareholders materially more important than in earlier eras. Opaque ownership and indirect 
communication structures undermine that ability at precisely the moment when it matters most. 
Compounding these challenges is the growth of other sources of opacity within the proxy system, 
including pass‑through voting mechanisms and the decline of benchmark reconciliation reports. 
Together, these developments further limit visibility into who is voting, how votes are cast, and 
whether outcomes accurately reflect investor intent. In this environment, transparency should be 
strengthened wherever possible, not treated as optional. Finally, investors who place a premium on 
privacy now have alternative means to preserve anonymity without imposing system‑wide costs. 
The widespread availability of holding companies and similar structures allows investors to shield 
their identities where appropriate, without requiring the regulatory framework itself to create opacity 
that affects all market participants. As a result, modernizing OBO rules would not disadvantage 
privacy‑seeking investors, but would instead reduce the broad‑based harm that the current regime 
imposes on issuers and other shareholders.

Taken together, these developments make clear that the historical rationale for the OBO exception 
no longer applies. What once may have been a tolerable accommodation in a paper‑based, 
low‑engagement era has become increasingly misaligned with modern market realities—and with 
the SEC’s longstanding commitment to transparency and effective ownership.
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III. The Market’s Development since the 1980s
The shareholder landscape in 2026 is unrecognizable from the one that existed when the OBO/
NOBO rules were written. The proliferation of low-cost brokerage platforms, the democratization of 
retail investing, and the explosive growth of exchange-traded funds have produced a seismic shift 
in the number of shareholder accounts in the U.S. 

Exhibit 1: Estimated Brokerage Accounts by Decade (Top 10 Largest Brokers):

Just looking at Robinhood data alone, in 2016, the firm had an estimated one million funded accounts 
and in the latest quarter they reported 27.4 million, a twenty-seven-fold increase.1  Estimating the 
average number of holdings per brokerage account across the industry is difficult, but according 
to Charles Schwab, the average number of positions in self-directed accounts within the Schwab 
system is twelve across six categories of investment. Using only equities, the number is six which 
means that the number of holdings in brokerage accounts has grown from an estimated 69 million 
in 1985 to approximately 960 million in 2025, without counting mutual funds or ETF’s.2 This represents 
a fourteen-fold increase in the number of discrete shareholder-to-company relationships that the 
proxy communication system must serve. The cost and complexity implications are staggering, 
and they are borne overwhelmingly by issuers and, ultimately, their shareholders. 

The explosion in share ownership is precisely the kind of structural change that demands a 
reassessment of the regulatory framework. The economic analysis that supported the OBO/NOBO 
classification in the 1980s simply did not and could not have contemplated a market with over 160 
million brokerage accounts and nearly a billion shareholder positions. The costs that the framework 
imposes, which are driven by the number of shareholder accounts, not the number of shares, have 
scaled in ways that render the original cost-benefit analysis conducted at the time obsolete.

1 �Robinhood, Robinhood Markets, Inc. Reports February 2026 Operating Data,  
https://investors.robinhood.com/static-files/79cafd75-c807-4044-a305-8f99a5b295dd.

2 �Charles Schwab, Self-Directed Brokerage Account Indicators,  
https://corporateservices.schwab.acsitefactory.com/resource/sdba-indicators-q4-2025-report.

https://investors.robinhood.com/static-files/79cafd75-c807-4044-a305-8f99a5b295dd
https://corporateservices.schwab.acsitefactory.com/resource/sdba-indicators-q4-2025-report
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IV. Costs & Inefficiencies Associated with Current OBO/NOBO Framework
A. Governance Costs & Inefficiencies
The financial burden of operating within the OBO/NOBO framework is significant, and it falls most 
heavily on the companies that can least afford it. Proxy solicitation and shareholder outreach are 
materially more costly when a substantial portion of the shareholder base is hidden behind the 
OBO classification. Because issuers cannot identify or contact OBO shareholders directly, they 
must rely on indirect, intermediary-driven channels of communication. This process is costly, time-
consuming, fragmented, and structurally biased toward the interests of intermediaries rather than 
issuers and their shareholders. 

These costs are fixed and do not scale with market capitalization, which means they  
disproportionately impact small and mid-sized companies. For a large-cap company, proxy 
solicitation may be significant but are manageable relative to its overall operating budget. For 
a small-cap or micro-cap company, however, these same costs can represent a meaningful 
percentage of operating expenses and can be the decisive factor in whether the company pursues 
a particular shareholder vote or forgoes it entirely.

Appendix A illustrates the scale of the problem. In a random sample of 70 publicly traded companies 
across multiple market capitalization and industry sectors, 56% of all shareholder accounts were 
classified as NOBO, yet these accounts held only 31% of the outstanding shares, meaning the 
remaining 44% of accounts (the OBOs) control a disproportionate 68% of the shares, yet are entirely 
invisible to company management.3 Solicitation costs are driven by accounts, not shares. This 
asymmetry was not a factor in the economic analysis underlying the original rule because, when 
the rules were promulgated in the 1980s, the shareholder base was a fraction of what it is today.4

A recent proxy solicitation example illustrates the scale of the problem in stark terms. About a year 
after going public, a technology infrastructure company sought to reach shareholders to approve 
an increase in authorized shares. The company employed Alliance Advisors to assist in soliciting 
a shareholder vote. In just eight months as a publicly traded company, the company had already 
accumulated over 422,000 shareholder accounts. While 85% of those shareholder accounts were 
classified as NOBO, those accounts only represented 55% of the outstanding shares. To have a 
realistic chance at delivering a majority vote on a critical proposal, an aggressive solicitation 
campaign targeting every reachable NOBO account was necessary. While ultimately successful in 
securing sufficient shareholder votes, the total costs for the company exceeded $20 million. Notably, 
this is not an outlier anecdote. Cases like this are occurring with increasing frequency as retail share 
ownership continues to expand across low-cost brokerage platforms. 

3 Alliance Advisors, Random Publicly Traded Company Sample.
4 �See Facilitating Shareholder Communications, SEC Release No. 34-22533, [1985-1986 Transfer Binder]  

Fed. Sec. L. Rep. (CCH) ¶ 83,930 (Oct. 15, 1985).
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The mutual fund and exchange-traded fund (“ETF”) industry faces an analogous challenge. In a 
thirty-five-fund sample of open-ended funds, while 58% of accounts were classified as NOBO, those 
accounts only held 53% of the outstanding shares.5 Moreover, in a fifteen-fund sample of ETFs and 
money market funds, 59% of accounts were NOBO, holding 54% of shares. Because mutual funds 
and ETF shareholders are overwhelmingly retail investors, the costs of soliciting proxies from the 
hidden OBO segment are particularly acute, and those costs are ultimately passed on to the very 
retail investors who the regulatory system is ostensibly designed to protect.6 

Because companies do not have access to the OBOs, which account for 68% of outstanding shares, 
on average, solicitation is focused on NOBOs or small accounts that would otherwise not be actively 
solicited. This “over solicitation” means that the proxy solicitor must contact six accounts to achieve 
the same result that contacting one OBO account would produce. This results in unavoidable and 
outsized solicitation costs. As an example, a mutual fund family with three million shareholders 
would have to budget between $10 to $20 million for an across-the-board solicitation. Eliminating 
the OBO classification would make proxy solicitation more efficient and would, in turn, substantially 
reduce the costs of holding important shareholder meetings.

B. Governance Fragmentation & Uncertainty
Beyond the direct cost burden, the OBO classification introduces a pervasive element of uncertainty 
into the corporate governance process. When a company cannot identify a meaningful segment 
of its shareholder base, strategic decision-making becomes an exercise in incomplete information. 
Management teams and boards are forced to design engagement strategies, evaluate vote 
projections, and make consequential business decisions without knowing who owns a significant 
portion of their company. This information asymmetry creates several downstream problems:

   1. �Companies may avoid pursuing strategic votes, such as approvals for financing transactions, 
by-law amendments, or significant corporate actions, because they cannot reliably predict voting 
outcomes when a substantial share position is held by anonymous accounts. Small issuers often 
cannot absorb the costs associated with an aggressive proxy solicitation campaign, meaning 
that corporate actions that would benefit all shareholders may simply never go to a vote. 

   2. �OBOs also hinder direct engagement, increase intermediary influence, and fragment governance 
by shielding large shareholders from the kind of constructive dialogue that is essential to sound 
corporate stewardship. This disproportionately impacts small to mid-sized issuers, who generally 
have more dispersed and retail-heavy shareholder bases, amplifying the inefficiencies because 
retail holders vote at lower rates generally. 

5 Alliance Advisors, Mutual Funds Sample.
6 �In 2024, retail investors accounted for 88% of the $28.5 trillion mutual fund market. Investment Company Institute,  

2025 Investment Company Fact Book, available at https://icifactbook.org/pdf/2025-factbook.pdf.

https://icifactbook.org/pdf/2025-factbook.pdf
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   3. �The operational and strategic risk management implications are equally troubling. Companies 
may avoid strategic votes entirely because they cannot access all meaningful owners. Small 
issuers often cannot absorb the costs of proxy contests or even routine contested proposals 
that their large-cap peers take in stride. There are numerous instances of public companies that 
declined to pursue critical business decisions, including financing proposals and governance 
reforms, specifically because the OBO population made the outcome too uncertain and the cost 
of solicitation was too high relative to the companies resources (particularly because success 
is not guaranteed even if the company bears the solicitation costs).  

V. Chilling Effect on IPOs & Public Market Participation
The SEC’s data tells a stark story about the declining appeal of U.S. public markets. The number of 
exchange-listed companies has fallen by roughly 40% since the mid-1990s.￼  While the causes 
of this decline are multifaceted and include the rising compliance costs, litigation exposure, and 
expanding disclosure requirements, the OBO/NOBO framework is a contributing factor that has not 
received as much attention. 

The connection between the OBO classification and the decision to go or remain public is both 
direct and indirect. Directly, the framework increased the cost of maintaining a public company 
by making proxy solicitation more expensive and less efficient than it needs to be. For small and 
emerging-growth companies, these costs represent a larger share of operating expenses than 
they do for large-cap peers. A company contemplating an IPO must factor in the ongoing cost of 
a shareholder communication system that was designed for a market with 11.5 million brokerage 
accounts, not 160 million. Indirectly, the OBO classification contributes to the perception that 
being public subjects a company to a governance framework that is cumbersome, opaque, and 
structurally tilted against management’s ability to communicate effectively with its own investors. 
This perception is particularly damaging for emerging and mid-sized companies that might 
otherwise consider the public markets as a source of growth capital. When the cost and complexity 
of engaging shareholders exceed the perceived benefits of a public listing, companies will rationally 
choose to remain private, depriving retail investors of investment opportunities and reducing the 
diversity, vibrancy and competitiveness of U.S. capital markets. 

The lack of direct engagement mechanisms also runs counter to ongoing efforts to enhance U.S. 
public markets competitiveness. For example, corporate issuers in Asia and Europe are able to 
operate with significantly more transparency about who owns companies, giving them a distinct 
financial and strategic advantage over American counterparts.7 Updating the OBO rule is not 
merely a matter of domestic regulatory housekeeping. Rather, it has implications for the global 
competitiveness of the U.S. capital markets.

7 �See generally Joseph Caruso, Leveling the Playing Field of Corporate and Shareholder Transparency – Interview 
with Optimizer Magazine, available at https://allianceadvisors.com/leveling-the-playing-field-of-corporate-and-
shareholder-transparency/.

https://allianceadvisors.com/leveling-the-playing-field-of-corporate-and-shareholder-transparency/
https://allianceadvisors.com/leveling-the-playing-field-of-corporate-and-shareholder-transparency/
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VI. The SEC’s Priorities
The current SEC leadership has articulated a reform agenda that is directly relevant to the OBO/
NOBO question. In his February 2026 testimony before the U.S. House of Representatives Committee 
on Financial Services, Chairman Paul S. Atkins observed that the number of exchange-listed 
companies has fallen by roughly 40% since the mid-1990s, from more than 7,800 to approximately 
4,761 as of September 2025. Chairman Atkins characterized this decline as a “cautionary tale of 
regulatory creep” and outlined his three-pillar plan to reverse it: (1) re-anchoring disclosures in 
materiality; (2) de-politicizing shareholder meetings; and (3) providing litigation alternatives for 
public companies. In his December 2025 keynote address at the New York Stock Exchange, Chairman 
Atkins argued that decades of incremental rulemaking had “produced reams of paperwork that 
can do more to obscure than illuminate,” and stressed the importance of making regulatory 
obligations proportional to a firm’s size and maturity.8  Further, the Division of Corporation Finance, 
under Director James Moloney, has confirmed that the SEC is advancing rulemaking to eliminate 
requirements that burden public companies without providing meaningful benefits to investors.

The OBO/NOBO framework is precisely the type of regulation that the Chairman’s agenda is designed 
to address. It was adopted over four decades ago under assumptions about market structure that 
no longer hold. It imposes costs that do not scale with market capitalization, meaning small and 
mid-sized issuers bear a disproportionate burden. It creates an uneven playing field by allowing 
certain shareholders to demand full transparency from companies while remaining completely 
opaque themselves. And it introduces friction into the shareholder meeting process that the SEC’s 
second pillar aims to streamline and de-politicize. Critically, the SEC’s current Regulation S-K review 
and broader disclosure reform initiative demonstrate a willingness to reexamine long-standing rules 
that have outlived their utility. The OBO/NOBO framework, which has not been substantively updated 
since its adoption in 1986, is a natural candidate for inclusion in this reform effort. Eliminating the 
OBO classification would remove a structural impediment that disproportionately affects the exact 
category of companies that the Chairman’s reform agenda is designed to support. 

8 �Paul S. Atkins, Revitalizing America’s Markets at 250 (Dec. 2, 2025), available at  
https://www.sec.gov/newsroom/speeches-statements/atkins-120225-revitalizing-americas-markets-250.

https://www.sec.gov/newsroom/speeches-statements/atkins-120225-revitalizing-americas-markets-250
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VII. Policy Considerations
A. Eliminate OBO Classification
The most straightforward and effective reform is the elimination of the OBO classification entirely, 
so that issuers may communicate with all their beneficial owners directly. This would not require 
novel regulatory architecture or a massive overhaul of the voting mechanisms already in place. It 
would simply extend to all beneficial owners the same level of transparency that already applies to 
registered shareholders and NOBO holders. Elimination of the OBO classification is positioned as a 
common-sense solution to an outdated regulation that no longer serves its original purpose. The 
privacy interest that the OBO option was designed to protect was, according to the SEC’s historical 
analysis, a concern for a relatively small fraction of investors. The Commission’s original studies 
found that only 8-12% of street-name holders raised an objection to disclosure, yet OBOs now 
represent a far larger share of shareholder bases—a development that is likely due to confusing 
election procedures and default settings applied by intermediaries rather than genuine investor 
preference for anonymity.9 

This reform can be accomplished through SEC rulemaking. The Commission has the authority to 
amend Rules 14a-13, 14b-1, and 14c-7 to eliminate the OBO election and require that all beneficial 
owner information be made available to issuers on the same terms currently governing NOBO lists. 
The Commission is actively soliciting public comments on the reform of Regulation S-K and other 
disclosure requirements and has demonstrated a willingness to revisit long-standing rules that 
impose costs disproportionate to their benefits. The OBO/NOBO framework, which has not been 
substantively updated in decades, is precisely the kind of regulation that the Chairman’s reform 
agenda is designed to address. 

Eliminating the OBO classification would do more than reduce costs. It would meaningfully strengthen 
shareholder democracy. Requiring all shareholders to be transparent to issuers levels the playing 
field and enhances the quality of corporate governance by ensuring that companies can engage 
directly with their investors and investors can trust that the companies they are invested in will be 
able to reach them to discuss matters of significant importance to the business. When companies 
can communicate with all shareholders, the quality and efficiency of corporate elections improve. 
Retail investors, who currently vote at far lower rates than institutional investors, are more likely 
to participate when they receive direct, timely communication from the companies they own. 
Higher participation rates produce more representative voting outcomes and reduce the risk that 
corporate actions are decided by a non-representative subset of the shareholder base.

9 �See Division of Corporate Finance, Securities and Exchange Commission, Report to Senate Comm. on Banking,  
Housing and Urban Affairs, 96th Cong., Staff Report on Corporate Accountability 328 (Comm. Print 1980).
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VIII. Conclusion
The OBO/NOBO shareholder communication framework is a forty-year-old regulatory artifact that 
was designed for a fundamentally different market. When these rules took effect in 1986, the top ten 
brokerage firms had 11.5 million accounts. Today, that number is 160 million. The number of individual 
shareholder-to-company positions has grown from an estimated 69 million to approximately 960 
million. The economic assumptions that supported the original framework have been overtaken by 
the extraordinary expansion of share ownership in the United States.

The costs and inefficiencies imposed by the OBO classification are real, measurable, and 
disproportionately borne by the small and mid-sized companies that have more retail-heavy 
shareholder bases that are dispersed and difficult to engage in the current landscape. The  
framework that fragments corporate governance, distorts voting outcomes, impairs management’s 
ability to engage with its own investors, and contributes to the perception that being a public 
company in the U.S. is more burdensome than it needs to be and perhaps not worth it, depending 
on size and revenue.

Eliminating the OBO classification is a common-sense reform that would level the playing field 
between companies and their shareholders, reduce the cost of maintaining a public listing, improve 
the quality and efficiency of shareholder democracy, and align the U.S.’s rules with the broader 
trend toward ownership transparency. It would directly advance Chairman Atkins’ stated goal 
of reducing the cost of public listings and the fixed costs associated with maintaining a public 
company—particularly, those costs associated with outdated rules and regulations that ought to 
be revisited.

Alliance Advisors manages over 900 shareholder meetings for corporations and mutual funds 
annually and sees firsthand the costs and disruptions that the OBO classification imposes on issuers 
of all sizes. We believe that reform is long overdue and that the current regulatory environment 
presents a historic opportunity to modernize the shareholder communication framework for the 
benefit of companies, investors, and U.S. capital markets as a whole. 
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Appendix A: 
OBO vs NOBO Distribution – Random Publicly Traded Company Sample
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Appendix B: 
OBO vs NOBO Distribution – Mutual Funds Sample

ETFs and Money Markets - 15 Fund Sampling

Open End Funds - 35 Fund Sampling

Total
Accounts

NOBO
Accounts

% of
Accounts

OBO
Accounts

% of
Accounts
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Total Shares
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Shares

Outstanding
Shares


