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Is CEO Jeff Immelt lobbying 
against GE’s earnings? 

 
March 17, 2006 

 
Dear General Electric Company Shareowner: 
 
The purpose of this letter is to seek your support for “Shareowner Proposal #6: Report on Global Warming 
Science” on the General Electric Company’s 2006 Proxy Statement (attached). The Proposal asks management 
to disclose to shareowners the company’s scientific and economic rationale underlying GE’s lobbying the 
government for global warming regulation. 
 
The Free Enterprise Action Fund is an institutional shareowner in GE. We support Shareowner Proposal #6 that 
will be voted on at GE’s annual meeting on April 26, 2006.  
 
In May 2005, GE’s management announced its “Ecomagination” marketing initiative, describing it as a 
“strategy to respond to the needs of GE customers for technological solutions to environmental regulatory 
requirements.”  We support GE’s effort to sell cost-effective, fuel efficient technology that benefits customers 
and the economy, and meets regulatory requirements. That is good business. 
 
But we believe GE has gone beyond the bounds of simply helping customers to use energy more efficiently or 
to meet existing regulatory requirements. GE is now working to impose new, more stringent government 
regulations that will raise energy costs and reduce energy availability without providing significant, or even 
measurable, benefits. GE is lobbying lawmakers,1 and even supporting politicized activists in hopes of enacting 
in the U.S. greenhouse gas regulation similar to the Kyoto Protocol.2

 
We are concerned that GE’s lobbying for stringent global warming regulation will adversely impact: (1) GE’s 
customers and shareowners; (2) the customers and shareowners of other businesses; (3) consumers; and (4) the 
economy. The certainty of high costs and the uncertainty of any benefits are the key reasons why mandatory 
global warming regulation has been rejected by the U.S. Government. 
 
GE acknowledges its earnings depend on global economic growth and low energy costs. 
 

• “Our results [for 2003 through 2005] reflect the global environment in which we operate. During these 
years, the economy has grown, but at a rate that, in historic terms, has been relatively modest.”3 

• “We also experienced…escalating energy costs and higher fossil fuel-related raw material prices.”4 
• GE’s earnings declined 2.8% from 2004 through 2005 [$16.8 billion vs. 16.3 billion]. 

  
Greenhouse gas regulation will reduce energy availability, increase energy costs and harm the economy. 
 

• Global warming regulations currently required by the Kyoto Protocol are estimated to reduce gross 
domestic product (GDP) among treaty signatories (mostly EU nations) by up to 2 percent.5  

• Post-Kyoto regulations now being negotiated may reduce GDP by up to 4.5 percent.6  
• Higher energy costs reduced U.S. economic growth in the fourth quarter of 2005 by about 73 percent 

(4.1% in Q3 vs.1.1% in Q4), according to the Department of Commerce. 
• The Federal Reserve raised interest rates to counter the inflationary pressures from rising energy costs.7  
• High energy costs will dampen retail sales in 2006, according to the National Retail Federation.8  

http://www.ge.com/ar2005/proxy/prop06.htm
http://www.ge.com/ar2005/proxy/prop06.htm
http://www.freeenterpriseactionfund.com/


 

Page 2 of 4: AFM to GE Shareowners: 3-17-06 

• The Kyoto Protocol raised business energy costs 10%-20% in the United Kingdom.9 
• Wholesale electricity prices in the EU are up sharply, partly as a result of the added cost of CO2 

emissions credits. In 2005 alone, the average price of a European megawatt hour rose from 28 Euros to 
more than 40 Euros – a 43 per cent jump. The EU predicts that for every emissions reduction of just 1.5 
per cent, the region’s economic output will decline by 0.5 per cent.10 

• Dupont says high energy costs – due in part to expected global warming regulations – will continue to 
constrain earnings.11-12 

• The Rohm & Haas Company says CO2 limits may restrict business growth by limiting the quantity of 
traditional energy sources. Restricted energy availability could: increase energy costs, require additional 
capital investment to lower energy intensity and ration usage through purchase of greenhouse gas 
emission credits.” 

• First Energy Corp. says, “customer cost impacts of carbon dioxide (CO2) regulation could be significant 
(3.5-4.5 center per kilowatt-hour) if the carbon dioxide market price is as high as $50/ton CO2 ... during 
2005, European CO2 emission allowance prices increased from approximately $10/ton CO2 to over 
$30/ton CO2… And thus far in Europe, generators have not had to incorporate expensive 
technology…”13 

• Kraft Foods, Inc. said earnings growth in 2006 is expected to be skewed to the second half of the year 
because of the carryover impacts of higher input costs for energy and packaging.”14 

• Wal-Mart’s shares slumped in August 2005 after posting its slowest quarterly growth in four years and 
lowering earnings forecast due to higher energy costs.15 CEO Lee Scott expressed concern that higher 
energy costs “will erase improvements in employment and real income for ... an important portion of our 
customer base.” 

• Rhode Island and Massachusetts pulled out of the Regional Greenhouse Gas Initiative because of 
concern for increased costs at power plants and higher energy costs to businesses and consumers. 16 

 
Management should not proceed as if GE’s business prospects depend on government-mandated interest in 
certain of its products. Management should recognize that GE’s business prospects depend on free markets and 
a healthy, growing global economy. Stifled economic growth or a downturn – which could be brought on or 
exacerbated by global warming regulation – will likely adversely impact GE, as the company has acknowledged 
in its 2005 annual report.17  
 
So-called “regulatory certainty” – the notion that business planning is facilitated by a certain regulatory 
environment – is an invalid argument for seeking costly global warming regulation since the only certainty is 
that the regulations will likely only become more stringent and expensive. GE will not be able to dictate events 
once the regulatory regime it advocates is enacted. 
 
While adverse economic impacts of greenhouse has regulation are certain, the scientific basis underlying 
calls for greenhouse gas regulation is uncertain. 
 

• Climate varies significantly because of natural causes.18  
• Twentieth century temperature trends do not correlate well with concurrent trends in manmade 

greenhouse gas (GHG) emissions.19  
• The mathematical models that attempt to predict future climate change resulting from manmade GHG 

emissions have not been validated against historical climate data.20  
• No existing model predicts future global climate with certainty.21 
• Warm periods are historically associated with human development and prosperity. The Vikings thrived 

in Greenland until the 14th century cold period known as the “Little Ice Age,” when they abandoned 
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settlements because of encroaching sea ice. The Little Ice Age persisted until the 19th Century and 
immediately preceded the current warming trend.22 

• The required GHG emission reductions of the Kyoto Protocol may “avoid” just a few hundredths of one 
degree Centigrade of warming through 2050 at an estimated cost of 0.2% to 2% of GDP per year.23  

• It is widely acknowledged that energy efficiency and zero-emissions mandates will have no detectable 
impact on global climate in any foreseeable timeframe.24  

• The U.S. Senate has rejected mandatory limits on manmade GHG emissions as being too costly relative 
to uncertain benefits. 

 
GE’s management opposes the Shareowner Proposal claiming that “GE has not to date announced a 
‘climate change policy.’ The facts indicate otherwise. 
 

• Section 5.6 of the 2005 GE Citizenship Report states, “There will continue to be an increasing need 
around the world to reduce greenhouse gases.”  

• On July 13, 2005, GE joined the Pew Center on Global Climate Change, a group advocating mandatory 
GHG controls. CEO Jeff Immelt said, “We are glad to join Pew’s effort to work toward these goals…”25 

• GE joined the “Northeast Climate Group,” a coalition of nine companies organized by the World 
Resources Institute, a public policy group that advocates the reduction of GHG emissions.26 

• “Immelt said in the interview that he would like Congress to pass an energy bill that set ‘clear 
milestones’ to reduce greenhouse gas emissions…”27  

• “… Mr Immelt and other senior GE officials now publicly proclaim that global warming is real, and also 
call for American government regulations to deal with it…”28 

 
The Shareowner Proposal simply requests transparency on an issue crucial to GE and the economy. 
 
The Proposal asks GE to prepare a report for shareowners (at reasonable cost and excluding confidential 
information) that would disclose whether its lobbying for global warming restrictions is based on a due 
diligence-type review and analysis of pertinent scientific and economic facts or perhaps has its roots in 
appeasement of anti-GE activists or public relations.  
 
If GE can find willing buyers for its Ecomagination products, that’s good business. But GE’s lobbying to enact 
laws and regulations that would potentially raise energy prices, harm the economy and adversely impact GE – 
without conducting the appropriate due diligence – is bad business.  
 
GE founder Thomas Edison once said, “I find out what the world needs, then I proceed to invent.” Shareownerr 
Proposal 6 simply requests disclosure of whether GE performed the requisite scientific and economic analysis 
to determine that global warming regulation is “what the world needs.” 
 
Please vote “FOR” on “Shareowner Proposal #6: Report on Global Warming Science.” If you have questions, 
you may reach us by telephone 301-258-2852 or via e-mail at steve@feafund.com. 
 
Sincerely, 
 
 
Thomas J. Borelli PHD & Steven J. Milloy MHS, JD, LLM 
Action Fund Management, LLC, Advisor to the Free Enterprise Action Fund 
www.FreeEnterpriseActionFund.com 
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### 
 
An investor should consider the fund's investment objectives, risks, and charges and expenses carefully 
before investing or sending money. This and other important information about the Free Enterprise 
Action Fund can be found in the fund's prospectus. To obtain a prospectus, please call 1-800-766-3960 or 
visit www.FreeEnterpriseActionFund.com. Please read the prospectus carefully before investing.  
 
Equity securities (stocks) are more volatile and carry more risk than other forms of investments, including 
investments in high-grade fixed income securities. The net asset value per share of this Fund will fluctuate as 
the value of the securities in the portfolio changes. The Free Enterprise Action Fund is a new fund with limited 
investment history and there is no guarantee that it will achieve its investment objectives.  
 
The Free Enterprise Action Fund is advised by Action Fund Management, LLC, which receives a fee for its 
services, and is distributed by BISYS Fund Services Limited Partnership, which is not affiliated with Action 
Fund Management, LLC.  
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