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ARMOUR RESIDENTIAL REIT, INC.

3001 Ocean Drive

Suite 201

Vero Beach, Florida  32963

Telephone:  (772) 617-4340

April 20, 2012

Dear Stockholder:

You are cordially invited to attend the 2012 annual meeting of stockholders of ARMOUR Residential REIT, Inc. We
will hold the meeting on Wednesday, May 30, 2012, at 8:00 a.m. (EDT) at the Costa d' Este Hotel, 3244 Ocean Drive,
Vero Beach, Florida  32963.  We hope that you will be able to attend.

Your vote is very important to us. Whether or not you plan to attend the annual meeting in person, your shares should
be represented and voted. After reading the enclosed proxy statement, please vote your shares as soon as possible.
Stockholders may vote in person at the annual meeting or by completing and returning a proxy card. Submitting a vote
before the annual meeting will not preclude you from voting in person at the annual meeting should you decide to
attend. In addition, this proxy statement, the notice of annual meeting, the proxy card and our 2012 annual report will
be mailed or made accessible via the Internet on the Company's website at http://www.armourreit.com on or about
April 20, 2012.

On behalf of our Board of Directors, I extend our appreciation for your continued support.

Sincerely,
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Scott J. Ulm

Co-Chief Executive Officer and Co-Vice Chairman
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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS ON MAY 30, 2012

The annual meeting of stockholders of ARMOUR Residential REIT, Inc. will be held on Wednesday, May 30, 2012,
at 8:00 a.m. (EDT) at the Costa d' Este Hotel, 3244 Ocean Drive, Vero Beach, Florida  32963 for the purpose of
considering and acting on the following proposals:

(1)   To elect nine (9) directors to ARMOUR's Board of Directors until our 2013 annual meeting of stockholders and
until their successors are duly elected and qualified;

(2)   To ratify the appointment of Deloitte & Touche LLP ("Deloitte") as ARMOUR's independent registered certified
public accountants for fiscal year 2012;

(3)   To approve, by a non-binding vote, ARMOUR's 2011 executive compensation;

(4)   To approve, by a non-binding vote, the frequency of future stockholder advisory votes relating to ARMOUR's
executive compensation; and

(5)   To transact any other business as may properly come before the annual meeting or any adjournments or
postponements of the meeting.

Only holders of ARMOUR's common stock of record at the close of business on April 19, 2012, the record date and
time fixed by ARMOUR's Board of Directors, are entitled to notice of and to vote at the annual meeting. Additional
information regarding the proposals to be acted on at the annual meeting can be found in the accompanying proxy
statement.

By Order of the Board of Directors,
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Scott J. Ulm

Co-Chief Executive Officer and Co-Vice Chairman

April 20, 2012

1
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ADMISSION TO THE 2012 ANNUAL MEETING

An admission ticket (or other proof of share ownership) and some form of government-issued photo identification
(such as a valid driver�s license or passport) will be required for admission to ARMOUR's 2012 annual meeting of
stockholders.  Only stockholders who own common stock as of the close of business on April 19, 2012 and invited
guests will be entitled to attend the meeting. An admission ticket will serve as verification of your ownership.

·

If your shares are registered in your name, an admission ticket will be held for you at the check-in area at the annual
meeting.

·

If your shares are held in a bank or brokerage account, contact your bank or broker to obtain a written legal proxy in
order to vote your shares at the meeting. If you do not obtain a legal proxy from your bank or broker, you will not be
entitled to vote your shares, but you can still attend the annual meeting if you bring a recent bank or brokerage
statement showing that you owned common stock on April 19, 2012.

PROXY STATEMENT

This proxy statement is furnished in connection with the solicitation of proxies by the Board of Directors of
ARMOUR Residential REIT, Inc. (�Board� or �Board of Directors�) for the annual meeting to be held on Wednesday,
May 30, 2012, at 8:00 a.m. (EDT).  In this proxy statement, except where the context suggests otherwise, references to
�we�, �us�, �ARMOUR� or the �Company� are to ARMOUR Residential REIT, Inc.

Questions and Answers About Voting Your Common Shares

Why did I receive this Proxy

Statement?

You have received these proxy materials because our Board of Directors is
soliciting your proxy to vote your shares at the annual meeting on May 30,
2012. This proxy statement includes information that is designed to assist
you in voting your shares and information that we are required to provide to
you under the rules of the Securities and Exchange Commission (�SEC�).

Who is entitled to vote? Each holder of record of ARMOUR common stock on April 19, 2012, the
record date for the annual meeting, is entitled to attend and vote at the annual
meeting.

How many votes do I have? Every holder of a share of common stock on the record date will be entitled
to one vote per share for each director to be elected at the annual meeting and
to one vote per share on each other matter presented at the annual meeting.
On April 19, 2012, the record date for the annual meeting, there were
177,673,337 shares of common stock outstanding and entitled to vote at the
annual meeting.

What proposals are being

presented at the annual meeting?

ARMOUR intends to present proposals numbered one, two, three and four
for stockholder consideration and voting at the annual meeting. These
proposals are for:
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1.   Election of nine (9) members of ARMOUR's Board of Directors;

2.   Ratification of the appointment of Deloitte & Touche LLP ("Deloitte") as
ARMOUR's independent registered public accounting firm;

3.   Approval, by non-binding vote, of ARMOUR's 2011 executive
compensation; and

4.   Approval, by non-binding vote, of the frequency of future stockholder
advisory votes relating to ARMOUR's executive compensation.

Other than the matters set forth in this proxy statement and matters incident
to the conduct of the annual meeting, we do not know of any business or
proposals to be considered at the annual meeting.  If any other business is
proposed and properly presented at the annual meeting, the proxies received
from our stockholders give the proxy holders the authority to vote on such
matter in their discretion.

2
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How do I attend the annual

Meeting?

All stockholders are invited to attend the annual meeting.  An admission
ticket (or other proof of share ownership) and some form of
government-issued photo identification (such as a valid driver�s license or
passport) will be required for admission to the annual meeting. Only
stockholders who own common stock as of the close of business on Aril 19,
2012 and invited guests will be entitled to attend the meeting. An admission
ticket will serve as verification of your ownership. Registration will begin at
7:30 a.m. (EDT) and the annual meeting will begin at 8:00 a.m. (EDT).

·

If your ARMOUR shares are registered in your name and you received or
accessed your proxy materials electronically over the Internet, click the
appropriate box on the electronic proxy card or follow the telephone
instructions when prompted and an admission ticket will be held for you at
the check-in area at the annual meeting.

·

If you received your proxy materials by mail and voted by completing your
proxy card and checked the box indicating that you plan to attend the
meeting, an admission ticket will be held for you at the check-in area at the
annual meeting.

·

If you received your proxy materials by mail and did not vote because you
did not complete the proxy card, an admission ticket will be held for you at
the check-in area at the annual meeting.

·

If your ARMOUR shares are held in a bank or brokerage account, contact
your bank or broker to obtain a written legal proxy in order to vote your
shares at the meeting. If you do not obtain a legal proxy from your bank or
broker, you will not be entitled to vote your shares, but you can still attend
the annual meeting if you bring a recent bank or brokerage statement
showing that you owned our common stock on April 19, 2012. You should
report to the check-in area for admission to the annual meeting.

What is a proxy? A �proxy� allows someone else (the �proxy holder�) to vote your shares on your
behalf. Our Board of Directors is asking you to allow either of the following
persons to vote your shares at the annual meeting:  Jeffrey J. Zimmer and
Scott J. Ulm.

How do I vote? If your ARMOUR shares are registered in your name, you may vote your
shares in person at the annual meeting or by proxy.
If you have received your proxy materials by mail, you may vote by marking,
dating and signing your proxy card and returning it by mail in the enclosed
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postage-paid envelope.

Even if you plan to be present at the annual meeting, we encourage you to
vote your common stock by proxy. Stockholders of record who attend the
meeting may vote their common stock in person, even though they have sent
in proxies.

If you hold your common stock in an account with a bank or broker (i.e. in
�street name�), you may vote by following the instructions on the voting
instruction card provided to you by your bank or broker.

May I change or revoke my vote? Yes. You may change your vote in one of several ways at any time before
your proxy is exercised:

·

Submit another proxy card (or voting instruction card) with a date later than
your previously delivered proxy card (or voting instruction card);

3
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·

Notify Jeffrey J. Zimmer or Scott J. Ulm in writing before the annual
meeting that you are revoking your proxy or, if you hold your shares in �street
name,� follow the instructions on the voting instruction card; or

·

If you are a holder of record, or a beneficial owner with a proxy from the
holder of record, vote in person at the annual meeting.

What is a quorum? A quorum is necessary to hold a valid meeting. The presence, in person or by
proxy, of stockholders entitled to cast a majority of all the votes entitled to be
cast at such meeting on any matter shall constitute a quorum for the conduct
of business.

What vote is required in

order to approve each

proposal?

For Proposal 1: Election of Directors, the affirmative vote of the holders of
common stock having a plurality of the votes cast by stockholders present in
person or represented by proxy at the annual meeting is required. For
Proposal 2: Ratification of the Appointment of Independent Registered
Certified Public Accountants, the affirmative vote of the holders of common
stock having a majority of the votes cast on such proposal at the annual
meeting is required. For Proposal 3: Advisory Vote Approving Executive
Compensation, the affirmative vote of the holders of common stock having a
majority of the votes cast on such proposal at the annual meeting is required.
For Proposal 4: Advisory Vote on Frequency of Executive Compensation
Vote, the frequency of the advisory vote on executive compensation
receiving the greatest number of votes (every one, two or three years) will be
considered the frequency recommended by stockholders.

Pursuant to Maryland law (i) shares of common stock which are represented
by �broker non-votes� (i.e., common stock held by brokers which are
represented at the annual meeting but with respect to which the broker is not
empowered to vote on a particular proposal) and (ii) shares which abstain
from voting on any matter, are not included in the determination of the
common stock voting on such matter, but are counted for quorum purposes.

4
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PROPOSAL 1 - ELECTION OF DIRECTORS

Director Nominees

ARMOUR�s Board of Directors is currently comprised of nine (9) members. The nine (9) nominees are listed below.
All nine nominees are presently directors of ARMOUR and have served since the completion of ARMOUR's merger
with Enterprise Acquisition Corp. in November 2009.

If instructed, the persons named on the accompanying proxy card will vote for the election of the nominees named
below to serve for the ensuing year and until their successors are elected and qualified. If any nominee for director
shall become unavailable (which management has no reason to believe will be the case), it is intended that the shares
represented by the enclosed proxy card will be voted for any such replacement or substitute nominee as may be
nominated by our Board of Directors.

Director Nominees Age Director Since Current Positions

Scott J. Ulm 54 2009 Co-Chief Executive Officer, Co-Vice
Chairman, Chief Investment Officer and
Head of Risk Management

Jeffrey J. Zimmer 54 2009 Co-Chief Executive Officer, Co-Vice
Chairman, President and Chief Financial
Officer

Daniel C. Staton 59 2009 Non-Executive Chairman
Marc H. Bell 44 2009 Director
Thomas K. Guba 61 2009 Independent Director
John P. Hollihan, III 61 2009 Independent Director
Stewart J. Paperin 64 2009 Independent Director
Jordan Zimmerman 55 2009 Independent Director
Robert C. Hain 58 2009 Independent Director

The following is a brief biographical statement for each director nominee:

Scott J. Ulm has been the Co-Chief Executive Officer, Co-Vice Chairman, Chief Investment Officer and Head of Risk
Management of ARMOUR since November 2009.  Mr. Ulm has served as Co-Chief Executive Officer of ARMOUR
Residential Management, LLC, or ARRM, since February 2009.  Mr. Ulm has 25 years of structured finance and debt
capital markets experience, including mortgage-backed securities.  Mr. Ulm has advised numerous U.S., European,
and Asian financial institutions and corporations on balance sheet and capital raising matters. From 2005 to 2009, Mr.
Ulm was Chief Executive Officer of Litchfield Capital Holdings.  From 1986 to 2005, he held a variety of senior
positions at Credit Suisse both in New York and London, including Global Head of Asset-Backed Securities, Head of
United States and European Debt Capital Markets and the Global Co-Head of Collateralized Debt Obligations, both
cash and synthetic.  While at Credit Suisse, Mr. Ulm was responsible for the underwriting and execution of more than
$100 billion of mortgage and asset-backed securities.  At Credit Suisse, he was a member of the Fixed Income
Operating Committee and the European Investment Banking Operating Committee.  Mr. Ulm holds a B.A. summa
cum laude from Amherst College, an M.B.A. from Yale School of Management and a J.D. from Yale Law School.

As a result of Mr. Ulm�s 25 years of experience in structured finance and debt capital markets, including
mortgage-backed securities, he is able to provide valuable business, leadership, and management advice to our board
of directors in many critical areas.
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Jeffrey J. Zimmer has been the Co-Chief Executive Officer, Co-Vice Chairman, President and Chief Financial Officer
of ARMOUR since November 2009.  Mr. Zimmer has served as Co-Chief Executive Officer of ARRM since March
2008. Mr. Zimmer has significant experience in the mortgage-backed securities market over a 26 year period. From
September 2003 through March 2008, he was the co-founder and Chief Executive Officer of Bimini Capital
Management, Inc., or Bimini, a publicly traded REIT.  From 1990 to 2003, he was a managing Director at
RBS/Greenwich Capital in the Mortgage-Backed and Asset-Backed Department where he held various positions that
included working closely with some of the nation's largest mortgage banks, hedge funds and investment management
firms on various mortgage-backed securities investments.  Mr. Zimmer was employed at Drexel Burnham Lambert in
the institutional mortgage-backed sales area from 1984 until 1990.  He received his M.B.A. in finance from Babson
College and a B.A. in economics and speech communication from Denison University.

5
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As a result of Mr. Zimmer�s 26 years of experience in the mortgage-backed securities market, including serving as
president and chief executive officer of a publicly-traded REIT, he is able to provide valuable business, leadership,
and management advice to our Board of Directors in many critical areas.

Daniel C. Staton has been the Non-Executive Chairman of ARMOUR since November 2009 and was the President,
CEO and Director of Enterprise from its inception until its merger with ARMOUR.  Mr. Staton has more than 11
years of experience sourcing private equity and venture capital investments.  Since 2003, he has been Managing
Director of the private equity firm Staton Capital LLC, and has also served as the Chairman of the Board of
FriendFinder Networks Inc. (NASDAQ: FFN), a leading internet-based social networking and multimedia
entertainment company, since 2004. Between 1997 and 2007, Mr. Staton was President of The Walnut Group, a
private investment firm, where he served as initial investor and Director of Build-A-Bear Workshop, the initial
investor in Deal$:  Nothing Over a Dollar (until its sale to Supervalu Inc.), and Director of Skylight Financial.  Prior
to The Walnut Group, Mr. Staton was General Manager and Partner of Duke Associates from 1981 until its IPO in
1993, and then served as Chief Operating Officer and Director of Duke Realty Investments, Inc. (NYSE: DRE) until
1997.  Mr. Staton also served as Chairman of the Board of Storage Realty Trust from 1997 to 1999, when he led its
merger with Public Storage (NYSE: PSA), where he continues to serve as a Director.  Mr. Staton supplements his
professional network by co-producing and investing in numerous Broadway musicals as well as with relationships
with not-for-profit organizations.  Mr. Staton majored in Finance at the University of Missouri and holds a B.S. degree
in Specialized Business from Ohio University and a B.S. degree in Business (Management) from California Coast
University.

Mr. Staton has extensive experience serving on the boards of directors of private and public companies and sourcing
private equity and venture capital investments and brings significant corporate governance expertise to our Board of
Directors.

Marc H. Bell has been a director of ARMOUR since November 2009 and was the Chairman of the Board of Directors
and Treasurer of Enterprise from its inception until its merger with ARMOUR.  Mr. Bell has served as Managing
Director of Marc Bell Capital Partners LLC, an investment firm which invests in media and entertainment ventures,
real estate, and distressed assets, since 2003, and has also served as the Chief Executive Officer of FriendFinder
Networks Inc. (NASDAQ: FFN), a leading internet-based social networking and multimedia entertainment company,
since 2004.  Mr. Bell also served as the President of FriendFinder Networks Inc. until March 29, 2012.  Previously,
Mr. Bell was the founder and President of Globix Corporation, a full-service commercial Internet Service Provider
with data centers and a private network with over 20,000 miles of fiber spanning the globe.  Mr. Bell served as
Chairman of the Board of Globix Corporation from 1998 to 2002 and Chief Executive Officer from 1998 to 2001.
 Mr. Bell was also a member of the Board of Directors of EDGAR Online, Inc. (NASDAQ: EDGR), an Internet-based
provider of filings made by public companies with the SEC, from 1998 to 2000.  Mr. Bell has also been a co-producer
of Broadway musicals, and serves as a member of the Board of Trustees of New York University and New York
University School of Medicine.  Mr. Bell holds a B.S. degree in Accounting from Babson College and an M.S. degree
in Real Estate Development from New York University.

Mr. Bell's past experience as managing director of an investment firm, as well as serving on our Board of Directors of
several public companies, allows him to provide valuable business, leadership, and management advice to our Board
of Directors in many critical areas.

Thomas K. Guba has been a director of ARMOUR since November 2009 and has been the senior executive or head
trader of various Wall Street mortgage and government departments in his 35 years in the securities business.  From
2002 through 2008, Mr. Guba was President and Principal of the Winter Group, a fully integrated mortgage platform
and money management firm.  He was Managing Director of Structured Product Sales at Credit Suisse First Boston
from 2000 to 2002, Managing Director and Department Manager of Mortgages and U.S. Treasuries at Donaldson
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Lufkin Jenrette, which was subsequently purchased by Credit Suisse First Boston from 1994 to 2000, Executive Vice
President and Head of Global Fixed Income at Smith Barney from 1993 to 1994, Managing Director of the Mortgage
and U.S. Treasuries Department at Mabon Securities from 1990 to 1993, Senior Vice President and Mortgage
Department Manager at Drexel Burnham Lambert from 1984 to 1990, Senior Vice President and Head Mortgage
Trader at Paine Webber from 1977 to 1984, and a trader of mortgaged backed securities at Bache & Co. from 1975 to
1977.  Mr. Guba was also a Second Lieutenant, Military Police Corps, in the United States Army from 1972 to 1974.
 Mr. Guba holds a B.A. in political science from Cornell University and a M.B.A. in finance from New York
University.

Mr. Guba's past experience on Wall Street allows him to provide valuable insights and advice to our Board of
Directors, particularly as it pertains to the capital markets.

6
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John �Jack� P. Hollihan, III has been a director of ARMOUR since November 2009 and has over 26 years of
investment banking and investment experience.  Mr. Hollihan has served as the lead independent director of City
Financial Investment Company Limited (London) since 2005 and Executive Chairman of Litchfield Capital Holdings
(Connecticut).  From 2000 to 2002, Mr. Hollihan was the Head of European Industry Investment Banking for Banc of
America Securities (�BAS�), where he was a member of the BAS European Capital Committee and Board, and where
he had responsibility for a loan book of $8 billion.  Prior to that, from 1986 to 2000, Mr. Hollihan was Head of Global
Project and Asset Based Finance and Leasing at Morgan Stanley and was a member of the Morgan Stanley
International Investment Banking Operating Committee.  In that capacity, he managed $45 billion in asset based and
structured financings and leasing arrangements. He is a former trustee of American Financial Realty Trust (NYSE:
AFR).  Mr. Hollihan holds B.S. (Wharton) and B.A. degrees from the University of Pennsylvania, and a J.D. from the
University of Virginia School of Law.

Mr. Hollihan's 26 years of investment banking and investment experience provide valuable insights and advice to our
Board of Directors, particularly as it pertains to the capital markets.

Stewart J. Paperin has been a director of ARMOUR since November 2009 and served as a member of Enterprise
Board of Directors from its inception to its business combination with ARMOUR.  Mr. Paperin has served as
Executive Vice President of the Soros Foundation, a worldwide private philanthropic foundation, since 1996, where
he oversees financial, administrative and economic development activities.  From 1996 to July 2005, Mr. Paperin
served as a Senior Advisor and portfolio manager for Soros Fund Management LLC, a financial services company,
and since July 2005 has served as a consultant to Soros Fund Management LLC. From 1996 to 2007, Mr. Paperin
served as a Director of Penn Octane Corporation (NASDAQ: POCC), a company engaged in the purchase,
transportation and sale of liquefied petroleum gas.  Prior to joining the Soros organizations, Mr. Paperin served as
President of Brooke Group International, an investment firm concentrated on the former Soviet Union, from 1990 to
1993, and as Senior Vice President and Chief Financial Officer of Western Union Corporation, a provider of money
transfer and message services which was controlled by Brooke Group, from 1989 to 1991.  Prior to Western Union
Corporation, Mr. Paperin served as Chief Financial Officer of Timeplex Corporation, a telecommunications
equipment provider, from 1986 to 1989 and of Datapoint Corporation, a computer equipment manufacturer, from
1985 to 1986. Prior to Datapoint Corporation, Mr. Paperin served as a financial officer of Pepsico Corporation from
1980 to 1985 and as a management consultant at Cresap McCormick & Paget from 1975 to 1980.  Mr. Paperin also
served as a member of the Board of Directors of Community Bankers Acquisition Corp., a blank check company
formed to acquire an operating business in the banking industry (NYSE Amex: BTC).  Mr. Paperin holds a B.A.
degree and an M.S. degree from the State University of New York at Binghamton. He is a member of the Council for
Foreign Relations and was awarded an honorary Doctor of Humane Letters by the State University of New York.

Mr. Paperin's pertinent experience, qualifications, attributes and skills include financial literacy and expertise, and
allows him to provide significant expertise in accounting and financial matters and in analyzing and evaluating
financial statements.

Jordan Zimmerman has been a director of ARMOUR since November 2009 and has served as a member of
Enterprise Board of Directors from its inception to its business combination with ARMOUR.  Mr. Zimmerman is
Founder and Chairman of Zimmerman Advertising, the 15th largest advertising agency in the country, with published
annual billings in excess of $2 billion. Since its founding in 1984, Mr. Zimmerman led his agency from its origin as a
regional automotive advertising agency into a national retail firm, with more than 1,000 associates and 22 offices,
serving clients in virtually every retail sector, including: fast food, sports, real estate, spirits, furniture, financial
services, office supply retailers, travel and retail discounters.  Zimmerman Advertising clients include: HH Gregg,
Longs Drugs, Crocs, Six Flags, Miami Dolphins, Papa John's, Fris Vodka, AutoNation, Nissan, Lennar Homes,
ShopKo, Value City, Mattress Firm, Vitamin Shoppe, Wickes Furniture, S&K Men's Warehouse and Office Depot. In
1999, Mr. Zimmerman sold Zimmerman Advertising to Omnicom, a leading global marketing and corporate
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communications company and a premier holding company for such top advertising agencies as BBDO, DDB, TBWA
Chiat and others.  Mr. Zimmerman was recognized as the University of South Florida Alumni Entrepreneur of the
Year in 1991. In 2004, he was one of ten people honored with South Florida Business Journal's Diamond Award.
 Most recently, South Florida CEO Magazine honored Mr. Zimmerman as their �One Hundred Most Powerful People
in South Florida.�  Mr. Zimmerman has supported and led many local and national nonprofit organizations and
charities, including: Make a Wish Foundation, Crohn's and Colitis Foundation and Songs for Love.  He is a member
of the Board for Take Stock in Children, Pine Crest School of Boca Raton and the Cleveland Clinic Florida.  Mr.
Zimmerman is also a co-owner of the Florida Panthers, an NHL hockey team. Mr. Zimmerman holds an M.B.A.
degree from the University of South Florida.

Mr. Zimmerman has extensive experience serving on the boards of directors of private and public companies, which
allows him to provide valuable business, leadership, and management advice to our Board of Directors in many
critical areas.

7
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Robert C. Hain has been a director of ARMOUR since November 2009, has been Chairman of City Financial
Investment Company Limited since 2006 and a member of Shadbolt Partners LLP since 2005, both companies of
which are engaged in asset management in the United Kingdom and Europe.  City Financial and its affiliates acquire,
rejuvenate and grow mutual fund and similar investment management businesses, and provide strategic advice to a
select group of owners of investment management firms.  Previously, Mr. Hain was Chief Executive Officer of
Invesco Perpetual, a prominent British asset manager, from 2002 to 2004, and Chief Executive Officer of Invesco
Trimark, a Canadian mutual fund company, from 1998 to 2002.  Mr. Hain was a member of the Executive
Management Committee of Amvescap Plc (now Invesco Ltd), from 1998 to 2005.  Mr. Hain's career in financial
services includes senior executive positions in marketing, private banking and retail financial services in North
America and Europe, and has comprised major acquisitions, integrations, and product and service delivery innovations
that altered the competitive landscape.  In addition, Mr. Hain has served on the boards and committees of financial
services, business, arts, health and social services organizations at the national and local levels in Toronto, Zurich,
Winnipeg, Halifax and London.  He holds degrees from the University of Toronto (Innis College) and the University
of Oxford (Merton College).

Mr. Hain's extensive experience managing investments allows him to provide our Board of Directors with valuable
knowledge regarding markets and investment opportunities.

The election of each director will require the affirmative vote of the holders of common stock having a plurality of the
votes cast by stockholders present in person or represented by proxy at the annual meeting.

Recommendation of the Board of Directors

ARMOUR's Board of Directors unanimously recommends a vote �FOR� each of the nine nominees for director.

8
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THE BOARD OF DIRECTORS, ITS COMMITTEES AND OTHER
CORPORATE GOVERNANCE INFORMATION

Independence of Directors

We adhere to the rules of the NYSE in determining whether a director is independent.  The NYSE requires that a
majority of our Board of Directors must be composed of �independent directors,� which is defined generally as a person
other than an officer or employee of the company or its subsidiaries or any other individual having a relationship
which, in the opinion of our Board of Directors, would interfere with the director's exercise of independent judgment
in carrying out the responsibilities of a director.  Consistent with these considerations, our Board of Directors has
affirmatively determined that Messrs. Guba, Hollihan, Paperin, Zimmerman and Hain are independent directors.

Role of the Board of Directors; Risk Management

Our Board of Directors plays an active role in overseeing management and representing the interests of stockholders.
 Management, which is responsible for day-to-day risk management, conducts a risk assessment of our business
annually.  The risk assessment process is global in nature and has been developed to identify and assess our risks,
including the nature of the risk, as well as to identify steps to mitigate and manage each risk.  Oversight responsibility
for each risk is allocated among the full Board of Directors and its committees, and specific Board of Directors and
committee agendas are developed accordingly.

Board Meetings

During the year ended December 31, 2011, our Board of Directors held five meetings.  Each of our directors attended
at least 75% of the meetings of the Board of Directors and of the Board's committees on which they served during
2011.

Board Committees

Our Board of Directors has established an audit committee, a compensation committee and a nominating and
corporate governance committee and adopted charters for each of these committees.  Each of these committees have
three directors and is composed exclusively of independent directors, as defined by the listing standards of the NYSE.
 Moreover, the compensation committee is composed exclusively of individuals intended to be, to the extent required
by Rule 16b-3 of the Securities Exchange Act of 1934, as amended ("Exchange Act") non-employee directors and
will, at such times as we are subject to Section 162(m) of the Internal Revenue Code ("Code"), qualify as outside
directors for purposes of Section 162(m) of the Code.

Audit Committee Information

The members of our audit committee are Mr. Paperin, Mr. Hollihan and Mr. Hain, with Mr. Paperin serving as
chairman.  The audit committee is responsible for:

·

engaging independent certified public accountants;

·

preparing audit committee reports;
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·

reviewing with the independent certified public accountants the plans and results of the audit engagement;

·

approving professional services provided by the independent certified public accountants;

·

reviewing the independence of the independent certified public accountants; and

·

considering the range of audit and non-audit fees and reviewing the adequacy of our internal accounting controls.

A copy of the audit committee charter is available on ARMOUR's website at http://www.armourreit.com under
"Investor Relations."

Financial Experts on Audit Committee

The audit committee will at all times be composed exclusively of �independent directors� who are �financially literate� as
defined under NYSE listing standards.  The definition of �financially literate� generally means being able to read and
understand fundamental financial statements, including a company's balance sheet, income statement and cash flow
statement.

9
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In addition, a listed company must certify to the exchange that the committee will have at least one member who has
past employment experience in finance or accounting, requisite professional certification in accounting, or other
comparable experience or background that results in the individual's financial sophistication.  Our Board of Directors
has determined that Mr. Paperin satisfies the definition of financial sophistication and also qualifies as an �audit
committee financial expert,� as defined under rules and regulations of the SEC.

Compensation Committee

The compensation committee consists of Mr. Hollihan, Mr. Paperin and Mr. Guba.  Mr. Hollihan chairs our
compensation committee. The principal functions of the compensation committee are to:

·

evaluate the performance of our officers;

·

review any compensation payable to our directors and officers;

·

evaluate the performance of our manager, ARMOUR Residential Management LLC, ("ARRM");

·

review the compensation and fees payable to ARRM under the management agreement;

·

prepare compensation committee reports; and

·

administer the issuance of any common stock or other equity awards issued to personnel of ARRM who provide
services to us.

A copy of the compensation committee charter is available on ARMOUR's website at http://www.armourreit.com/
under "Investor Relations."

Compensation Committee Interlocks and Insider Participation

Each of the members of the compensation committee is an independent director.  No member of the compensation
committee is a current or former officer or employee of ours or any of our subsidiaries or had any relationship
requiring disclosure by us under Item 404 of Regulation S-K.  None of our executive officers serve as a member of the
Board of Directors or compensation committee of any company that has one or more of its executive officers serving
as a member of our Board of Directors or compensation committee.

Nominating and Corporate Governance Committee

The nominating and corporate governance committee consists of Mr. Hain, Mr. Zimmerman and Mr. Guba.  Mr. Hain
chairs our nominating and corporate governance committee.  The nominating and corporate governance committee is
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responsible for:

·

seeking, considering and recommending to the Board qualified candidates for election as directors;

·

approving and recommending to our full Board of Directors the appointment of each of our executive officers;

·

periodically preparing and submitting to our Board of Directors for adoption the committee's selection criteria for
director nominees;  

·

reviewing and making recommendations on matters involving the general operation of our Board of Directors and our
corporate governance;

·

annually recommending to the Board nominees for each committee of the Board; and

·

annually facilitating the assessment of the Boards' performance as a whole and of the individual directors and
reporting thereon to our Board of Directors.

A copy of the nominating and corporate governance committee charter is available on ARMOUR's website at
http://www.armourreit.com/ under "Investor Relations."

10

Edgar Filing: Armour Residential REIT, Inc. - Form DEF 14A

23



Director Compensation

Following completion of our business combination with Enterprise, each of our directors waived their right to receive
fees or phantom stock for fiscal year ended 2009.  From January 1, 2010 through December 21, 2010, independent
directors were paid $1,500 for each meeting attended.  Due to our equity capital raise completed on December 22,
2010, our equity capital exceeded $100 million and we began paying an annual director�s fee of $50,000 to each of our
independent directors who were not our officers or employees, payable quarterly in four equal amounts, and at the
director�s choice, either all in cash or half in cash and half in shares of stock.  On December 22, 2010, we also began
paying an annual fee of $25,000 to the chair of our audit committee, payable, at the director�s choice, of all in cash or
half in cash and half in shares of phantom stock.  For the year ended December 31, 2010, fees were prorated and each
independent director was paid for nine days of compensation for the period of December 22, 2010 through December
31, 2010 under our new compensation system.  In 2011, we paid our independent directors each an annual fee of
$50,000, with $25,000 additional being paid to our audit committee chair.  Beginning in 2012, we increased annual
independent director's fees to $110,000; 60% or $66,000 of this fee is payable in cash and 40% or $44,000 is payable
in stock.     

No equity-based compensation was paid to our directors in 2010.  In 2011 we began paying equity-based
compensation to our directors, in addition to their annual directors' fees.  In 2011, our compensation committee
approved multiple grants totaling an aggregate of 3,750 shares of phantom stock to each of our non-employee
directors, subject to certain performance criteria first being met by the Company. For each non-employee director, 188
shares vest on the last day of each fiscal quarter commencing on March 31, 2011 and ending on September 30, 2015.
On December 31, 2015, 178 shares will vest, at which time all phantom stock pertaining to these grants will be vested.
See the section titled, "Executive Officer Compensation � 2009 Stock Incentive Plan" for more information on our
directors' equity compensation.

All members of our Board are reimbursed for their costs and expenses of serving on the Board, including costs and
expenses of attending all meetings of our Board and our committees.

The following table summarizes the compensation that we paid to our non-employee directors.

2011 Director Compensation Table

Name

Fees Earned or

Paid in Cash

Stock

Awards(1) Total
Daniel C. Staton(1) 0 $ 5,900 $ 5,900
Marc H. Bell(1) 0 $ 5,900 $ 5,900
Thomas K. Guba(1) $ 50,000 $ 5,900 $ 55,900
John P. Hollihan, III(1) $ 50,000 $ 5,900 $ 55,900
Stewart J. Paperin(1) $ 75,000 $ 5,900 $ 80,900
Jordan Zimmerman(1) $ 50,000 $ 5,900 $ 55,900
Robert C. Hain(1) $ $50,000 $ 5,900 $ 55,900
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(1)   Represents phantom stock awards granted pursuant to our 2009 Stock Incentive Plan. The dollar value is
computed in accordance with FASB ASC Topic 718. See Note 9 to our consolidated financial statements included in
our Annual Report on Form 10-K for a discussion of our accounting of shares of phantom stock and the assumptions
used. These awards are based on a weighted average grant date fair value of $7.91 per share.  As of December 31,
2011, the aggregate number of phantom stock awards held by each of our non-employee directors was as follows:  Mr.
Staton 3,750, Mr. Bell 3,750, Mr. Guba 3,750, Mr. Hollihan 3,750, Mr. Paperin 3,750, Mr. Zimmerman 3,750 and Mr.
Hain3,750.

Code of Ethics

We have adopted a business code of ethics that applies to all our directors, officers and employees. We anticipate that
any waivers of our code of business conduct and ethics will be posted on our website. The is available at our website
at http://www.armourreit.com/  in the �Corporate Governance� area of the �Investor Relations.�

Requesting Corporate Governance Documents

Copies of the Code of Ethics and committee charters are available in print to any stockholder who requests them.
Requests should be sent to: ARMOUR Residential REIT, Inc., 3001 Ocean Drive, Suite 201, Vero Beach, Florida
32963, Attention: Corporate Secretary.

11

Edgar Filing: Armour Residential REIT, Inc. - Form DEF 14A

25



Communication with the Board of Directors, Independent Directors and the Audit Committee

Our Board of Directors may be contacted by any party via mail at the address listed below.

Board of Directors

ARMOUR Residential REIT, Inc.

3001 Ocean Drive, Suite 201

Vero Beach, Florida 32963

We believe that providing a method for interested parties to communicate directly with our independent directors,
rather than the full Board, would provide a more confidential, candid and efficient method of relaying any interested
party�s concerns or comments. The independent directors can be contacted by any party via mail at the address listed
below.

Independent Directors

ARMOUR Residential REIT, Inc.

3001 Ocean Drive, Suite 201

Vero Beach, Florida 32963

The audit committee has adopted a process for anyone to send communications to the audit committee with concerns
or complaints concerning our Company�s regulatory compliance, accounting, audit or internal controls issues. The
audit committee can be contacted by any party as via mail at the address listed below:

Chairman

Audit Committee

ARMOUR Residential REIT, Inc.

3001 Ocean Drive, Suite 201

Vero Beach, Florida 32963

Relevant communications are distributed to the Board, or to any individual director or directors, as appropriate,
depending on the facts and circumstances outlined in the communication. In that regard, our Board of Directors has
requested that certain items that are unrelated to the duties and responsibilities of the Board should be excluded or
redirected, as appropriate, such as: business solicitations or advertisements; junk mail and mass mailings; resumes and
other forms of job inquiries; spam; and surveys. In addition, material that is unduly hostile, threatening, potentially
illegal or similarly unsuitable will be excluded; however, any communication that is excluded will be made available
to any outside director upon request.
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ARMOUR'S EXECUTIVE OFFICERS

The following is a list of individuals serving as named executive officers of ARMOUR (collectively, the �named
executive officers� and individually, each a �named executive officer�) as of the date of this Proxy Statement. All named
executive officers serve at the discretion of our Board of Directors.

Name Age Position

Scott J. Ulm 54 Co-Chief Executive Officer, Co-Vice
Chairman, Chief Investment Officer and Head
of Risk Management

Jeffrey J. Zimmer 54 Co-Chief Executive Officer, Co-Vice
Chairman, President and Chief Financial
Officer

Please refer to the biographical information for Mr. Ulm and Mr. Zimmer listed above in the section titled �Director
Nominees.�

EXECUTIVE OFFICER COMPENSATION

Compensation Discussion and Analysis

This compensation discussion and analysis describes our compensation objectives and policies in relation to
compensation received by our named executive officers, which consist of Scott J. Ulm, our Co-Chief Executive
Officer, Co-Vice Chairman, Chief Investment Officer and Head of Risk Management and Jeffrey J. Zimmer, our
Co-Chief Executive Officer, Co-Vice Chairman, Chief Financial Officer and President.

We, through our management agreement with ARMOUR Residential Management LLC (�ARRM�) and our equity
compensation program, seek to attract, motivate and retain top quality senior executives who are committed to our
core values of prudent risk-taking and integrity. The compensation committee acknowledges that the REIT industry is
highly competitive and that experienced professionals have significant career mobility. We compete for executive
talent with a large number of REIT companies and specialty finance companies, some of which are privately owned
and some of which have significantly larger market capitalization than we do. We are a specialized company in a
highly competitive industry and our ability to attract, retain and reward our named executive officers and other key
employees is essential to maintaining our competitive position in the real estate finance industry.

We are managed by ARRM pursuant to a management agreement between us. We do not have any employees whom
we compensate directly with salaries or other compensation. Our executive officers are officers of, and hold an
ownership interest in, ARRM, and are compensated by ARRM for their services to us. See the section titled, "Certain
Relationships and Related Party Transactions" below for a further description of the management agreement and the
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relationship between ARRM and our Company.  We do, however, compensate our executive officers through our
equity compensation program.

The compensation committee�s objectives in developing and administering our equity compensation program are to:

·

focus decision-making and behavior on goals that are consistent with our overall business strategy without threatening
the long-term viability of our Company;

·

attract, retain and motivate highly-skilled executive officers that will contribute to our successful performance;

·

align the interests of our executive officers with the interests of our shareholders by motivating executives to increase
long-term stockholder value;

·

provide compensation opportunities that are competitive within industry standards thereby reflecting the value of the
position in the marketplace;

·

support a culture committed to paying for performance where compensation is commensurate with the level of
performance achieved; and

·

maintain flexibility and discretion to allow us to recognize the unique characteristics of our operations and strategy,
and our prevailing business environment, as well as changing labor market dynamics.

13
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The compensation committee is committed to the ongoing review and evaluation of our named executive officer
compensation levels and program. It is the committee�s view that compensation decisions are best made after a
deliberate review of company and individual performance, as well as industry compensation levels, within the risk
parameters established by management and the Board. Consistent with this view, the compensation committee
periodically assesses our performance within the context of the industry�s overall performance and internal
performance standards and evaluates individual executive officer performance relative to the performance
expectations for their respective position.

The compensation committee makes all equity compensation decisions related to the named executive officers. When
making equity compensation decisions for our named executive officers, the compensation committee seeks input
from members of the Board and Scott J. Ulm and Jeffrey J. Zimmer, our Co-Chief Executive Officers. The
compensation committee engages in discussions and makes final determinations related to equity compensation paid
to the named executive officers. All decisions regarding our named executive officers' compensation are made by the
compensation and governance committee.

ARMOUR 2009 Stock Incentive Plan

In connection with the business combination with Enterprise, we adopted the 2009 Stock Incentive Plan (the "Plan")
to attract, retain and reward directors, officers and other employees, and other persons who provide services to us
("Eligible Individuals"). The Plan allows us to grant a variety of stock-based and cash-based awards to Eligible
Individuals.

The Plan is administered by the compensation committee. The compensation committee has the full authority to
administer and interpret the Plan, to authorize the granting of awards, to determine the eligibility to receive an award,
to determine the number of shares of common stock to be covered by each award (subject to the limitations provided
in the Plan), to determine the terms, provisions and conditions of each award (which may not be inconsistent with the
terms of the Plan), to prescribe the form of instruments evidencing awards and to take any other actions and make all
other determinations that it deems necessary or appropriate in connection with the Plan or the administration or
interpretation thereof. In connection with this authority, the compensation committee may, among other things,
establish required periods of employment and/or performance goals that must be met in order for awards to be granted
or to vest, or for the restrictions on any such awards to lapse. The compensation committee administering the Plan
consists of two or more non-employee directors, each of whom is intended to be, to the extent required by Rule 16b-3
under the Exchange Act, a non-employee director and will, at such times as we are is subject to Section 162(m) of the
Code, qualify as an outside director for purposes of Section 162(m) of the Code.

Available Shares

The Plan provides for grants of common stock, restricted shares of common stock, stock options, performance shares,
performance units, phantom stock, stock appreciation rights and other equity-based and cash-based awards. On May
12, 2010, the Board allocated up to 250,000 shares to be available under the Plan.  On July 18, 2011, our stockholders
approved an amendment to the Plan to increase the number of shares issuable thereunder from 250,000 shares to
2,000,000 shares and the Plan was amended accordingly.

The Plan allows for the Board to expand the types of awards available under the Plan. The maximum number of
shares that may underlie awards in any one year to any eligible person will be determined by the Board. If an award
granted under the Plan expires or terminates, the shares subject to any portion of the award that expires or terminates
without having been exercised or paid, as the case may be, will again become available for the issuance of additional
awards.

The following table provides information as of December 31, 2011 with respect to shares of common stock that may
be issued under our equity compensation plans:
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Plan Category

Number of

Securities to be

Issued upon
the

Vesting of

Phantom Stock

Weighted-Average

Price of

Restricted

Stock

Number of Securities
Remaining Available
for Future Issuance

under Equity

Compensation Plans
Equity Compensation Plans Approved by
Shareholders (1) 192,500 $ 7.91 1,807,500
Equity Compensation Plans Not Approved by
Shareholders 0 � 0
Total 192,500 $ 7.91 1,807,500

(1)   Consists of our 2009 Stock Incentive Plan under which the Board of Directors generally grants common stock,
restricted shares of common stock, stock options, performance units, phantom stock and stock appreciation rights to
employees, officers and directors of ARMOUR and our manager, ARRM.
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Awards under the Plan

Restricted Shares of Common Stock. A restricted share award is an award of shares of common stock that is subject to
restrictions on transferability and such other restrictions, if any, the compensation committee may impose at the date
of grant. Grants of restricted shares of common stock will be subject to vesting schedules as determined by the
compensation committee. The restrictions may lapse separately or in combination at such times, under such
circumstances, including, without limitation, a specified period of employment or the satisfaction of pre-established
criteria, in such installments or otherwise, as the compensation committee may determine. Except to the extent
restricted under the award agreement relating to the restricted shares of common stock, a participant granted restricted
shares of common stock has all of the rights of a stockholder, including, without limitation, the right to vote and the
right to receive dividends or distributions on the restricted shares of common stock. Such dividends and distributions,
however, may be held in escrow until all restrictions on the underlying shares have lapsed. Although dividends may
be paid on restricted shares of common stock, whether or not vested, at the same rate and on the same date as on
shares of our common stock, holders of restricted shares of common stock are generally prohibited from selling such
shares until they vest.

Stock Options and Stock Appreciation Rights. A stock option is a right to purchase a specified number of shares of our
common stock at an exercise price established at the date of grant. Stock options granted may be either non-qualified
stock options or incentive stock options (which are intended to qualify as "incentive stock options" within Section 422
of the Code). A stock appreciation right ("SAR") entitles the recipient to receive, upon surrender of the SAR, an
amount of cash or number of shares of our common stock having a fair market value equal to the positive difference,
if any, between the fair market value of one share of common stock on the date of exercise and the exercise price of
the SAR. The compensation committee will specify at the time an option or SAR is granted when and in what
proportions an option or SAR becomes vested and exercisable in accordance with the Plan.

Performance-Based Awards. The compensation committee may grant performance awards, which may be cash or
equity based, including performance units and performance shares. Generally, performance awards require satisfaction
of pre-established performance goals, consisting of one or more business criteria and a targeted performance level
with respect to such criteria as a condition of awards being granted or becoming exercisable, or as a condition to
accelerating the timing of such events. The compensation committee will set the performance goals used to determine
the amount payable pursuant to a performance award.

Other Awards. The compensation committee may also award to certain eligible persons shares of our common stock,
or phantom stock or other awards whose value is based, in whole or in part, on our common stock. Such awards may
be in addition to any other awards made under the Plan, and subject to such other terms and restrictions as determined
by the compensation committee in its discretion.

Summary Compensation Table

The following table sets forth the information required by Item 402 of Regulation S-K promulgated by the SEC. The
amounts shown represent the equity compensation paid to the named executive officers for the year shown as
consideration for services rendered to our Company. With respect to equity incentive awards, the dollar amounts
indicated in the table under �Stock Awards� are the aggregate fair value of awards computed in accordance with FASB
ASC Topic 718.

Name and Principal Position Year Stock All Other Total
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Awards(1) Compensation(2)

Scott J. Ulm

Co-Chief Executive Officer, Chief Investment
Officer, Head of Risk Management and Co-Vice
Chairman

2011(1) $ 105,211 $ 92,611 $ 198,195
2010 0 0
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