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While it’s hard to believe U.S. companies are completing the sixth year of mandatory say-on-pay votes since the Dodd-
Frank requirement was implemented in 2011, the timing is noteworthy in that the vast majority of companies will be 
required to hold a shareholder referendum on the frequency of their say-on-pay votes in 2017. Dodd-Frank requires 
companies to hold votes on say-on-pay frequency — either annual, biennial or triennial votes — at least once every six 
years. According to our ongoing tracking of say-on-pay voting trends, only a handful of Russell 3000 companies have 
resubmitted the frequency issue to their shareholders since 2011, meaning almost all U.S. companies that held votes on 
the issue in 2011 will need to once again offer shareholders the opportunity to vote on the frequency issue at their 2017 
annual meetings.  

Companies typically select their say-on-pay frequencies after recommending a frequency preference for shareholder 
approval, holding a vote on the frequency issue and, finally, selecting and disclosing a vote frequency after considering 
the results of the shareholder vote. The vote frequency selected does not have to be the option that receives the most 
votes from shareholders, but that is the usual selection. As Figure 1 shows, Russell 3000 companies overwhelmingly 
adopted annual say-on-pay votes following shareholders’ preference for annual votes. 

Figure 1. Say-on-pay vote frequency at Russell 3000 companies 
 

 
Revisiting the 2011 frequency vote 
 
While annual vote frequency is currently the majority practice, most companies pushed to hold votes triennially when 
making their initial frequency recommendations in 2011, arguing that annual votes would not provide sufficient time to 
evaluate compensation programs that are weighted heavily toward long-term incentives typically paying for performance 
over three years or more.  
 
Leading up to the 2011 proxy season, most investors were concentrating more on defining their approaches to voting on 
say-on-pay resolutions than on figuring out their desired vote frequency. Proxy advisory firms almost universally 
recommended annual say-on-pay votes, noting that less frequent options would not hold companies accountable for their 
pay decisions in the intervening years. Most investors followed these recommendations and overwhelmingly supported 
annual frequency. 
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Companies holding votes on frequency early in 2011 discovered that annual say-on-pay votes typically received the most 
shareholder support regardless of the frequency recommended by the company. Learning from these early votes, several 
companies that originally recommended longer frequencies changed their recommendations to annual votes, while others 
forged ahead with their original recommendations notwithstanding the evidence that shareholders would likely endorse 
annual votes.  
 
When all the frequency votes were tabulated in 2011, 45% of Russell 3000 companies recommended a frequency other 
than annual votes, the vast majority of which were recommendations for triennial votes. Ultimately, more than half of the 
companies (55%) originally recommending vote frequencies other than annual ended up implementing annual votes after 
evaluating the outcome of their shareholder vote. Just 18% of companies adopted vote frequencies other than annual 
votes, primarily at companies with heavy insider or controlling ownership where support for the company’s 
recommendation was virtually assured. 
 
Breaking from the norm 
 
While there’s a tendency to assume that shareholders universally prefer annual say-on-pay votes, an examination of 
investor proxy voting guidelines and actual votes on the issue reveal several prominent investors who prefer to opine on 
officer compensation issues at intervals greater than annually.  
 
Both Dodge & Cox and Northern Trust support triennial votes when voting on the say-on-pay frequency issue in the 
absence of an alternative recommendation from the board. Capital Group Companies also generally supports the triennial 
option, but may consider supporting an annual vote “for certain industries or companies where we historically have had 
concerns about compensation, to allow a more targeted approach to identifying compensation concerns.” While 
BlackRock does not specifically endorse a particular vote frequency, its proxy voting guidelines state that it’s “generally 
not necessary” to hold an annual say-on-pay vote, although the firm may support annual votes “in some situations where 
we conclude that a company has failed to align pay with performance.” 
 
Looking at actual votes on the frequency issue reveals some additional preferences not stipulated in proxy voting 
guidelines. For example, according to Proxy Insight research, Prudential Financial voted for biennial votes 17% of the time 
since 2011. Since less than 1% of companies recommend biennial frequency, this vote pattern suggests a specific 
preference for this vote frequency by this investor. Meanwhile, Franklin Templeton Investment and MassMutual Financial 
Group have voted in favor of the triennial option 24% and 10% of the time, respectively, suggesting a preference to 
support the board’s recommendation on the frequency issue. 
 
Preparing for the 2017 frequency vote 
 
Given the expected volume of frequency votes at 2017 annual meetings, the time is right for shareholders to reevaluate 
factors they might consider when thinking about their preferred say-on-pay frequency. Investors should evaluate their 
existing policies on the issue and determine whether it remains appropriate given the six-year history of say-on-pay votes, 
market practice and internal preferences. Absent a blanket preference for one of the three frequencies, some additional 
factors that have been suggested and might be considered by investors when determining an appropriate vote frequency 
include company performance, historical say-on-pay support, the level of past shareholder engagement or the existence 
of problematic pay practices.  
 
Proxy advisor Institutional Shareholder Services (ISS) recently released results of its survey gauging the frequency of say-
on-pay votes favored by organizations in the U.S. About two-thirds (66%) of investor respondents favored annual say-on-
pay votes across the board, while 11% and 7% favored biennial and triennial votes, respectively. ISS’s survey found that 
17% of investors believe the frequency should depend on company-specific factors, of which financial performance and 
the presence or absence of recent problematic pay practices were leading issues for consideration. Some non-investor 
respondents also often indicated that the frequency should depend on company-specific factors, such as the level of 
shareholder support for say on pay in years past as well as the presence or absence of recent problematic pay practices.  
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Investors could consider implementing a policy of supporting annual say-on-pay votes unless a company has consistently 
outperformed the market for some fixed duration. Acknowledging that investors might debate the appropriate approach to 
measuring performance, let’s compare total shareholder return relative to a comparative index. Examining the shareholder 
returns of 1,464 Russell 3000 companies that held annual say-on-pay votes since 2011, 25% of these companies 
produced one-, three- and five-year returns above 10%, 20% and 30%, respectively, which is more than double the 
returns of the overall Russell 3000 index for each period. Of course, shareholders would need to determine their own 
thresholds for performance and would likely craft performance requirements that consider fluctuations in the market in 
general, but this particular approach would permit shareholders to defer review of pay at a quarter of the Russell 3000 
index. 
 
Similarly, shareholders could consider alternatives to annual vote frequency in cases where companies have 
demonstrated consistently strong say-on-pay support over several consecutive years. As shown in Figure 2, 12% of 
Russell 3000 companies received say-on-pay support at or above 95% of the votes cast for the six consecutive years that 
mandatory say on pay has been in place in the U.S. As companies shed problematic pay practices that drove opposition 
to say-on-pay resolutions in the early years of Dodd-Frank voting and improved engagement with shareholders, say-on-
pay support has improved in recent years. Looking at the past three consecutive years, 30% of Russell 3000 companies 
received 95% or more support each year. Shareholders considering past say-on-pay support when evaluating their 
desired frequency might support annual say-on-pay votes in general, but support the board’s recommendation if the 
company has received say-on-pay support above 95% for three consecutive years.  
 
Figure 2. Percent of Russell 3000 companies receiving 80%, 90% and 95% say-on-pay support over three and six 
consecutive years 
 

 
*Results based on 1,464 Russell 3000 companies that have held annual say-on-pay votes since 2011.  
Source: Willis Towers Watson’s Executive Compensation Resources 

 

Given historical investor views on the frequency issue and after interpreting the responses from investors to ISS’s recent 
policy survey, we expect that most investors will continue to urge companies to hold annual say-on-pay votes in 2017. 
However, companies should not automatically assume that all shareholders universally endorse the annual frequency and 
should understand the views of their largest and key shareholders when considering which vote frequency to recommend 
to shareholders at their next annual shareholders meeting. 
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About Willis Towers Watson 

Willis Towers Watson (NASDAQ: WLTW) is a leading global 
advisory, broking and solutions company that helps clients around 
the world turn risk into a path for growth. With roots dating to  
1828, Willis Towers Watson has 39,000 employees in more than  
120 countries. We design and deliver solutions that manage risk, 
optimize benefits, cultivate talent, and expand the power of capital 
to protect and strengthen institutions and individuals. Our unique 
perspective allows us to see the critical intersections between 
talent, assets and ideas — the dynamic formula that drives 
business performance. Together, we unlock potential. Learn more 
at willistowerswatson.com. 

 

Information in this publication should not be used as a substitute for legal,  
accounting or other professional advice. 
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