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The Dodd-Frank frequency vote is of course “nonbinding”, but companies that have “lost” the vote for triennial frequency
have almost without exception decided that the better part of valor is to follow the shareholders’ expressed will for an
annual vote. With more than 60% of large accelerated filers having announced their decisions, only two companies have
bucked the trend. Annaly Capital Management just filed an amended Form 8-K declaring that its board has determined
that future say-on-pay votes will be submitted to shareholders every three years, even though annual say-on-pay
received majority approval. Annaly Capital Management is the first large accelerated filer to follow the example previously
set by American Reprogaphics Company, a small company, to conduct triennial votes. The vote wasn't close in either
case; each company had received 70% or more shareholder support for an annual vote.

While signifying that it won’t conduct another say-on-pay vote for three years, Annaly Capital Management indicated that
the board will “continue to evaluate this decision annually.” The company’s annual meeting also resulted in one director
receiving more “against” votes than “for” votes, it appears due to the director’s failure to attend more than 75% of board
and committee meetings. The company stated, also in the amended Form 8-K, that after considering the director’s
gualifications and past attendance history, the board determined that it would not be in the company’s best interest to
request the director’s resignation. The company has a classified board, but interestingly, the Form 8-K declared that the
director will serve until the company’s next annual meeting, at which time the board expects the director to be re-
nominated.

The story doesn’t end there - will ISS recommend withhold votes for the board next year for not following the
shareholders’ will?
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