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Executive Summary

SEC Rule 14a-8 permits shareholders to submit proposals if they have continuously
held a company’s securities worth $2,000 for three years, $15,000 for two years, or
$25,000 for one year. While these thresholds may appear modest, very few U.S.
households actually meet them. | suggest the SEC-IAC recommend that the
Commission not raise current thresholds. Preserving access to the shareholder
proposal process, even if lightly used, helps ensure that proxy voting remains a two-way
conversation.

Background

According to the Federal Reserve’s 2022 Survey of Consumer Finances, only 21% of
U.S. families directly own individual stocks — up from 15% in 2019, reflecting a surge in
retail investing during the pandemic. Among these, the median holding is just $15,000,
typically spread across multiple companies. Even generously assuming 40% of a
portfolio is concentrated in a single stock, only about 5% of households might meet the
financial threshold of $2,000 in a single company — and far fewer maintain such
holdings continuously for three years, as required by the rule.

The more limiting factor is duration. Rule 14a-8 requires shares be held continuously for
up to three years. Yet, most retail investors don'’t hold a single stock that long. FINRA
data show 38% of taxable account holders placed four or more trades annually, with the
highest turnover among households with smaller accounts.

Ownership concentration and turnover suggest that under 1% of households likely
qualify to submit proposals — even at the $2,000 threshold, based on holdings and
behavior. Eligibility at $15,000 or $25,000 is more exclusive, given the wealth required,
and is still constrained by trading behavior, but the top 1-3% of wealthiest households
have the financial capacity to file.

While 1-3% of households may have the financial capacity to meet the $2,000,
$15,000, or $25,000 thresholds, few actually hold such amounts in a single issuer for
the required duration. The $2,000 threshold appears “lower,” but in practice, duration is
the limiting factor. All Rule 14a-8 thresholds are difficult to meet — the higher thresholds
are financially restrictive, and the lower one is behaviorally restrictive. Together, they
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make shareholder access available to only a narrow sliver of the investing public. (See
Appendix, Methodology Behind Rule 14a-8 Eligibility Estimate)

Why Shareholder Rights Matter

Despite narrow eligibility, investor interest in governance is growing. Platforms like
Robinhood now let retail shareholders vote proxies and submit questions at annual
meetings through Say Technologies.

Major asset managers are expanding pass-through voting programs. Vanguard’s
'Investor Choice' will extend voting rights to 20 million investors across $3 trillion in
assets by 2026. BlackRock’s and State Street’s similar initiatives will collectively cover
over $6 trillion in assets. (See Appendix, Growth of Pass-Through Proxy Voting
Programs)

These tools empower fund investors — not just direct stockholders — to participate in
governance. But proxy voting only matters if shareholders have real choices on the
ballot.

Most ballots contain uncontested director elections and routine ratifications.
Shareholder proposals are often the only way for investors to raise issues such as
climate risk, labor practices, political spending, and corporate governance.

Few will ever submit proposals — but knowing they can makes having the right to do so
meaningful. It reinforces trust and a sense of ownership in the system.

Raising thresholds would strip away that option for nearly all retail investors,
undermining recent progress toward broader participation. What began as a movement
to give voice could regress into disillusionment if corporate managers and boards can
hear only institutions or the ultra-wealthy.

When invited by the State Department, Asian Development Bank, and others to speak
in Asia on how to attract American capital at the turn of this century, | warned that U.S.
investors demand transparency, legal rights, and accountability. After Enron, those
demands grew even louder. They remain critical today.

Younger, values-driven investors are more engaged than ever. If Rule 14a-8 rights are
weakened, it risks eroding not just individual rights, but trust in markets themselves.
Investing is compelling because it offers the potential for financial growth. But it
becomes truly significant when investors trust they can also influence the companies —
and the world — they help fund.



Conclusion

In the U.S. “materiality” relates to what a “reasonable investor” considers when making
an investment in a particular security. Many now realize companies do not exist in
isolation. We need materiality to extend to systems, since most depend on investments
in passive mutual funds that own small stakes in just about everything. The more we
invest in such funds, the more we become dependent on individuals and activist funds
to decide what is material.

Preserving access to the shareholder proposal process, even if lightly used, helps
ensure that proxy voting remains a two-way conversation — not entirely a top-down
exercise. For millions of retail investors, that assurance may be what sustains their trust
in capital markets for the long term.

Appendix for Current Thresholds Limit Filing to the Wealthy
Methodology Behind Rule 14a-8 Eligibility Estimate

This appendix outlines the data sources, assumptions, and reasoning used to estimate
that fewer than 1% of U.S. households currently qualify to file shareholder proposals
under SEC Rule 14a-8. The analysis incorporates Federal Reserve and FINRA data,
along with documented patterns of investor behavior.

1. Financial Ownership Threshold

According to the Federal Reserve’s 2022 Survey of Consumer Finances (SCF), 21% of
U.S. households directly own individual stocks. The median portfolio value among these
households is $15,000, meaning half own less than that.

To meet the lowest SEC Rule 14a-8 eligibility threshold of $2,000 in a single company’s
stock, an investor would need a total portfolio of at least $5,000 if 40% of it were
invested in one issuer. The 40% figure is a generous assumption that helps identify a
floor for eligibility. This implies that only households with $5,000 or more in direct stock
holdings might qualify.

Assuming approximately 75% of direct stockholders (i.e., 75% of the 21%) meet this
$5,000+ level, that translates to roughly 15.75% of U.S. households that might
theoretically qualify based on portfolio size.

2. Real-World Portfolio Concentration

Most retail investors do not hold 40% of their portfolio in a single stock. Portfolios are
typically diversified across multiple companies, especially in taxable accounts. While
employer stock is an exception, those shares are often held in retirement plans or



restricted stock units that do not meet beneficial ownership requirements for filing
shareholder proposals.

To reflect real-world behavior, we assume that only one-third of the 15.75% of
households with $5,000+ in stock actually have at least $2,000 in a single issuer. That
yields an estimated 5.25% of all households with sufficient financial concentration to
meet the Rule 14a-8 threshold.

3. Holding Period Constraint

Rule 14a-8 requires that the stock be held continuously for one to three years,
depending on the threshold. FINRA’s 2020 study of taxable brokerage accounts found
that 38% of investors made four or more trades annually, with high turnover widespread
among lower-wealth and newer investors.

Maintaining uninterrupted ownership of a specific company’s stock for three years is
uncommon among retail investors, even among long-term holders. Based on this
behavioral data, we assume that only about 20% of the 5.25% of financially eligible
households meet the required holding period.

This leads to an estimate that approximately 1% of U.S. households currently qualify to
submit a shareholder proposal under Rule 14a-8.

4. Higher Eligibility Thresholds: $15,000 and $25,000

The higher SEC Rule 14a-8 eligibility thresholds—$15,000 (held for 2 years) and
$25,000 (held for 1 year)—are significantly more exclusive than the $2,000 for 3 years
threshold. Meeting these higher thresholds requires a level of concentration and
portfolio size generally found only among the wealthiest U.S. households.

According to the Federal Reserve’s 2022 Survey of Consumer Finances (SCF), the
mean value of direct stock holdings among stock-owning households is $404,000, while
the median is just $15,000—highlighting how skewed equity ownership is toward the
affluent. The top 10% of U.S. households by net worth hold over 70% of all corporate
equities and mutual fund shares, and the top 1% alone hold 38%.

To hold $25,000 in a single company’s stock—especially outside of employer equity
plans—a household would likely need a portfolio well in excess of $60,000 to $100,000.
That level of exposure and concentration is rare outside the top 1-3% of U.S.
households. Therefore, eligibility for the $15,000 and $25,000 thresholds is
concentrated almost entirely within the top tier of the wealth distribution.

5. Clarifying the Apparent Contradiction in Threshold Stringency



It may appear contradictory that fewer than 1% of households qualify under the $2,000
for 3 years threshold, while an estimated 1-3% of households may be eligible under the
higher $15,000 or $25,000 thresholds. However, these estimates capture different
dimensions of eligibility.

The 1-3% figure reflects households with sufficient wealth to meet the financial
requirement—specifically, those in the top percentiles of U.S. net worth who could hold
$15,000 or $25,000 in a single stock. It does not account for behavioral constraints such
as portfolio diversification or turnover.

Conversely, the 1% estimate for the $2,000 for three years threshold incorporates both
financial capacity and the behavioral requirement of holding a specific security
continuously for three years. While wealthier households could technically meet the
lower thresholds, most do not meet both the concentration and duration conditions.

Thus, while the lower financial thresholds may appear more accessible, in practice they
are constrained by holding duration. The higher thresholds, meanwhile, restrict eligibility
to only the wealthiest investors and also demand sustained investment in one issuer.

For reference, according to the latest data built off the Federal Reserve’s 2022 Survey
of Consumer Finances, the top 1% of U.S. households have at least $11.64 million in

wealth. A widely cited estimate derived from the same SCF-derived data puts the top-
3% threshold at about $4.64 million.
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Growth of Pass-Through Proxy Voting Programs

Recent innovations in proxy voting systems reflect growing demand for investor voice in
corporate governance. Asset managers are expanding options for retail fund holders to
direct their votes.
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Vanguard: Piloted pass-through proxy voting in 2022. Expanding to $3 trillion in assets
and 20 million investors by 2026.

BlackRock: Voting Choice program launched in 2022. Covers $2.3 trillion in index equity
assets.

State Street: Announced proxy voting options for institutional and retail investors in
2023.

Combined Reach: By 2026, these programs will cover over $6 trillion in assets and tens
of millions of investors.
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