Many investors kept quiet in 2014
when BG Group wanted to pay its
new boss £25 million to join the
company. So ShareAction decided
to empower savers to exert
pressure through the pension
system, and, along with major
investors, made the company back
down.
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ShareAction helps
exert pressure on BG
Group to drop £25
million pay deal for its
new CEO

Overview

ShareAction became alert when in November 2014
BG Group, the UK oil and gas giant, announced
their plan to pay their new CEO Helge Lund a
‘golden hello’ of £12 million in shares, plus the
chance to earn £13.5million a year for hitting certain
performance targets. This pay package of £25
million overall doesn’t only sound very high; it also
ignored a binding three-year pay policy that had
been approved by shareholders only five months
before, in May 2014. The very fact that they had to
be consulted was down to the UK Government’s
introduction of shareholders’ right to a ‘say on pay’:
since 2014 shareholders have to be consulted on
executive pay via a binding vote.

ShareAction has campaigned against ballooning
boardroom pay since 2011 as it is in ShareAction’s
view in severe conflict with the principles of good
corporate governance. It reduces staff morale and
public trust in businesses, in particular when it is
unrelated to the — long-term — performance of a
company. It also significantly contributes to rising
income inequality, which has, besides other wider
negative impacts on societies and their economies,
even shown to slow down economic growth. And
finally, the cost of paying for the CEQ’s salary is
passed on to the company’s ultimate customers, in
this case through rising energy bills for households
and businesses.

There was also an ‘undertone of threat’ to
shareholders in BG’s corporate statement, which
accentuated that ‘Helge is not obliged to join

BG Group if the share award is not approved’.
While some of BG’s large investors, like Legal

and General and Aviva Investors, as well as the
influential Institute of Directors had encouragingly
spoken out against the exorbitant pay deal — the
latter calling it ‘excessive and inflammatory’ — many
pension funds and asset managers kept quiet. This
is why ShareAction decided to exert some extra
pressure.



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/209897/bis-13-906-enterprise-and-regulatory-reform-act-2013-guide.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/209897/bis-13-906-enterprise-and-regulatory-reform-act-2013-guide.pdf
https://www.imf.org/external/pubs/ft/sdn/2015/sdn1513.pdf
http://www.thisismoney.co.uk/money/comment/article-2853391/RUTH-SUNDERLAND-Vote-astounding-pay-package-25m-BG-s-new-boss-elect-Helge-Lund-watershed-moment-shareholders.html
http://www.theguardian.com/business/2014/nov/24/bg-group-boss-pay-deal-criticised
http://www.theguardian.com/business/2014/nov/24/bg-group-boss-pay-deal-criticised
http://www.iod.com/influencing/press-office/press-releases/bg-group-pay-deal-excessive-inflammatory-and-contrary-to-the-principles-of-good-corporate-governance
http://shareaction.org 

Our approach

Empowering pension savers to get involved in

the debate, ShareAction set up an email tool that
any member of the public could use to email their
pension fund and ask for clarification on the pay
issue — and to encourage them to vote against it. In
the Daily Mail, Catherine Howarth, ShareAction’s
chief executive, described the email action as being
‘about making the big investors accountable to
pension savers when it comes to the votes they cast
on our behalf on outlandish rock-star pay packages.
At the end of the day it’s our money in these
investment and pension funds, and that makes it our
business.’

Why did we decide to get pension savers involved?
The collective money of pension savers adds up to
substantial amounts (in the UK that’s £3 trillion!),
making pension funds and other institutional
investors the largest investors in the UK. Most
institutional investors (especially insurance
companies and pension funds) have very widely
diversified investment portfolios, and are likely to
be invested in most large listed companies like BG
Group, especially if the company is based in the
same country. In effect this means that it is ordinary
savers who are the indirect owners of Britain’s
largest companies like BG Group — and they should
hence have a say on how their money is being
used.

A recent Law Commission ruling on fiduciary duty,

a core working area of ShareAction, added more
pressure to the campaign: it had set out that asset
owners are allowed to include savers’ views when
making investment decisions. This gave pension
funds the flexibility to act on the views’ expressed by
its members as long as the decision wouldn’t entail
any significant financial detriment to the fund.

To ensure the tool was seen far and wide,
ShareAction mobilised its press contacts, leading
to coverage in some of the world’s most read
newspapers including the Daily Mail and The
Guardian and leveraged social media. ShareAction
also liaised with a number of large institutional
investors, recommending that they vote against the
excessive pay of BG’s new CEO.



http://www.lawcom.gov.uk/project/fiduciary-duties-of-investment-intermediaries/
http://www.dailymail.co.uk/news/article-2852458/Pressure-grows-board-energy-firm-curb-boss-s-25m-golden-hello-pay-deal.html
http://www.theguardian.com/business/2014/nov/26/bg-faces-shareholder-battle-helge-lund-pay
http://www.theguardian.com/business/2014/nov/26/bg-faces-shareholder-battle-helge-lund-pay

Outcome

* Building a movement: thousands of savers
emailed their pension funds in just a few days.

»  Empowering investors: four of BG’s top
investors with billions of pounds in assets under
management spoke out against the deal.

« Changing company behaviour for good: BG
backed down and renegotiated the deal.

The voices of thousands of pension savers who
wrote to their pension funds, as well as at least
four of 15 BG’s top investors, jointly created a
shareholder revolt that made BG back down.

In fear of risking an embarrassing vote against
the deal, the fossil fuel giant dropped the vote
altogether, admitting that it had not struck ‘the
correct balance’, and reduced the offer to a
maximum of £14 million. This renegotiated pay
package amount was in line with the company’s
agreed payment policy and hence removed

the need for renewed shareholder approval.

In the end, Helge Lund took the job anyway, making
a mockery of companies’ claims that they have
to offer ‘rock-star’ salaries to attract key talent.

What we've learned

When you try to influence company behaviour,
never forget the power of shareholders, particularly
when joined up as a collective force. One investor
alone could never have caused BG to make a
U-turn but their collaborative power made the
company drop Mr Lund’s excessive pay offer.
Ordinary savers played a key role in this, and so
they should: it's their money that is being invested.

While the UK Government'’s introduction of
shareholders’ ‘say on pay’ formed the legal basis for
the shareholder uproar, the case shows that civil
society’s involvement was crucial to actually monitor
and enforce implementation of the policy. Involving
ordinary pension savers significantly increased the
reach and media interest of the case, ensuring that
from then on all boards could be certain that, in

the words of the Guardian, ‘a binding pay policy is
indeed binding’.
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