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Pakistan that prohibited aid to a na-
tion whose democratically elected gov-
ernment was deposed. I introduced leg-
islation today that reinstates the de-
mocracy sanctions, because I think it
is necessary to implement measures
that encourage Pakistan to transition
back to democracy.

I have written to President Bush and
I have requested that he and his admin-
istration, particularly Secretary Colin
Powell, who will be visiting the region
over the next 2 weeks, to take these
violent actions by Pakistan into con-
sideration for any future talks with
Musharraf, and that the United States
use its influence to encourage a return
to democracy in Pakistan.

f

CORPORATE FRAUD

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 3, 2001, the gentleman from Colo-
rado (Mr. MCINNIS) is recognized for 60
minutes as the designee of the major-
ity leader.

Mr. MCINNIS. Mr. Speaker, to my
colleague, the gentleman from New
Jersey (Mr. PALLONE), I am not going
to follow up with some comments
about your previous comments. In fact,
I found the gentleman’s comments
pretty interesting.

This evening I want to spend the
time with my colleagues speaking
about corporate fraud. I spoke about
that at length the other day but, actu-
ally, the conversation I wanted to have
with my colleagues was cut short by
the time. So tonight I wanted to go
through it in much more detail at a lit-
tle slower pace so that we have a pret-
ty clear understanding of what is hap-
pening out there in corporate America,
with a few bad apples, but these bad ap-
ples are so bad they are ruining the
bushel of apples. I come from apple
country out in the Rocky Mountains of
Colorado, and I can tell my colleagues
if we do not track down the bad apple
in a bushel of apples, no matter how
good the rest of the apples in that
bushel are, it will not be very long be-
fore the stain from the bad apple be-
gins to go over on the good apples, and
pretty soon the whole bushel of apples
is ruined.

Now, I have heard many of my col-
leagues recently talk about the cor-
porate fraud that is going on and, re-
member, it is not all corporations. It
does not entail all of the corporations.
Keep in mind that there are many,
many smaller corporations in America.
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When we speak of the word ‘‘corpora-
tion,’’ it is very broad. As I said the
other evening, my in-laws are cattle
ranchers. They are not big cattle
ranchers, but they have a cattle ranch
up in the mountains. It has been in
their family since the 1880s. They are
incorporated for liability purposes.

I have a friend who owns an ice
cream shop. He has two employees, ac-
tually his partner, he and his wife,

they are incorporated. So not all cor-
porations fall into this.

There are a few corporations that I
am going to address specifically by
name this evening. There are a couple
of corporate executives, thieves, that I
am going to address this evening by
name; and I hope my colleagues are at-
tentive to this issue.

But back to the point that I was
making, recently several Members
have said that this is like a bank rob-
bery. These guys are bank robbers. I
stand to differ with them. These peo-
ple, like the President of Tyco, or Ber-
nie Ebbers, the President of WorldCom,
or Scott Sullivan, the chief financial
officer, they are not like bank robbers.

I will tell the Members the dif-
ference. It is right here on this poster.
A bank robber, generally in a bank rob-
bery the person who commits the bank
robbery is generally a poor person tak-
ing from a rich person. That is not
what we have here. What we have with
these corporate problems in America
today is not a poor person taking from
a rich institution, but instead, just the
opposite: we have a rich institution
taking from the poor people. That is
exactly what is happening out there.

So when we hear people say, this is
kind of like a bank robber, it is just
the opposite of a bank robbery. It is
the institution taking from the small
guy, instead of the poor guy maybe
taking from the bank. That is the dif-
ference.

These people who are dealing with
this are not any different than a bank
robber, though, as far as how we might
describe them otherwise, like two-bit
crooks, two-bit hoods. That is exactly
what we are talking about here.

Let me go over a few things. I think,
first of all, the best thing to talk
about, I mentioned earlier that, by far,
most of the corporations in America
are small companies. Most of the com-
panies in America run a pretty good
operation. America, by far, has the
strongest economy in the world’s his-
tory. America will continue to have a
strong economy. We are going to get
through this.

In a sense, this is somewhat of a
cleansing process. We are cleansing
ourselves of the bad apples in the bush-
el, so to speak. The cleansing process is
always painful, but the only way the
cleansing process works is that it has
to be complete. The only way we save
the bushel of apples is to get in there
and find the bad apple.

We just cannot talk about the fact
that we have a bad apple in a bushel of
apples. We have to get in there and find
out where that apple is and find out if
the bruise and the rot in the bad apple
has spread to others, and we have to
get rid of all of those.

That is the duty of our enforcement
agencies in this country. It is also the
duty, the peer duty of other companies,
other chief executives. We have to lift
our standards in this country. This
kind of behavior demands that other
chief executives, the good chief execu-

tives, the good people who work hard
out there, that deliver a good product
on behalf of the company, that are hon-
est with their books, that do not use
their attorneys to try to deceive share-
holders and employees, that these peo-
ple demand a higher standard.

I know a number of chief executives.
I can tell the Members, they pride
themselves on the standards that they
demand. Their standards exceed all of
the standards that some accounting
firm may want, or the standards that
the law firm says are the minimal
standards they must meet.

The most successful companies in
America are not the companies that
perform unethically, or perform right
on the border. The successful ones over
a long period of time or over the aver-
age period of time are the ones that are
honest in their dealings with their em-
ployees. They are honest in their deal-
ings with their shareholders. They are
honest in their dealings with govern-
ment agencies. They are honest in
their dealings in the reports they give
to the general public.

Those are the companies, those are
the businesses in America, in fact,
those are the businesses in the world
that over the long run will be the most
successful and the strongest.

Now, I think it is important that we
have a good concept of what a corpora-
tion is. What makes up a corporation?
How does it work? Who is an insider?
What are some of the buzz words that
are used when we talk about corpora-
tions?

Of course, the first buzz word we use
is ‘‘corporation’’ itself. As I said ear-
lier, a corporation really, or corpora-
tions in America, are comprised of
many, many different sizes of corpora-
tions. We can go all the way from Gen-
eral Electric or a Wal-Mart Corpora-
tion clear down to the mom and pop ice
cream shop in our local community
that incorporates generally for tax or
liability purposes.

So when we hear the word ‘‘corpora-
tion,’’ do not just apply it to the big
corporations and do not just apply it
every time we use it in a negative con-
notation to the bad corporations, like
Tyco or K-Mart Corporation. And real-
ly, the corporation as a whole was not
so bad, but the people who worked
within it were rotten apples.

We have to be able to segregate the
bad from the good because the good de-
liver us good products. We can take a
look at the car we drive, we can take a
look at the toothpaste that we brush
our teeth with in the morning, the
mouthwash, or the cold medicine that
we take, or the pen that we write with,
the lights, the power that is delivered
here, or even the clothes we have on.
There are a lot of good products in our
country.

There are a lot of honest, hard-
working people in our country. They
are being smeared by the likes of Scott
Sullivan in Florida, who right now is
building his $19 million mansion, or the
likes of Gary Winnick with Global
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Crossing in California, who is building
a $90 million mansion. We can go on
and on. Bernie Ebbers.

I will go through a lot of these names
with the Members because we ought to
know the names of the people. We
ought to be able to identify what apple
in the bushel is bad. Remember the
saying: once a crook, always a crook. A
crook is a crook is a crook. That is the
way it is. We have to call it as we see
it. Call a spade a spade; call a crook a
crook.

I will tell the Members, if we allow a
crook to stay in our midst, if we allow
a crook to stay and influence what we
do, over time we begin to pick up some
of those bad habits. After a while, that
old saying, you cannot teach an old dog
new tricks, it kind of applies to a
crook, too.

Look at the president of Tyco, the
guy who bought millions of dollars in
art. He is worth hundreds of millions of
dollars, but he cheated on a very small
part of the art. He decided not to de-
clare it on the sales tax so he could
avoid it, save $100,000 here and $100,000
there.

To someone worth hundreds of mil-
lions of dollars, that is pennies; that is
nothing. But to illustrate, that this in-
dividual would go to the trouble to
cheat the State out of a small amount
of State sales tax lets us know that
that old saying, you cannot teach an
old dog new tricks and once a crook,
always a crook, those sayings out there
have applicability to some of these in-
dividuals.

Let us go back and study what the
structure of a corporation looks like. A
corporation always starts here on the
top. It always starts with the share-
holders. The shareholders are the fun-
damental part of a corporation.

A corporation really is not recog-
nized as a human being, obviously; it is
a legal body that is created by law that
allows a group of people, in some
States as few as one or two people, in
other States it requires more, but it
can allow a corporation to be built
with just a couple of people who own
the shares of the corporation.

If it is tightly held, what ‘‘tightly
held’’ means is a very few people or a
family holds that corporation, the
stock, the shares in that corporation,
and shares and stock being synony-
mous, and ‘‘closely held’’ means maybe
it is a little broader than tightly held,
maybe you only have 20 shareholders.

We have lots of those. For example,
my wife and her parents have a family
ranch. It is very closely held, tightly
held by the family, closely held; and it
does not have but maybe, I do not
know, 10 or 15 shareholders in that cor-
poration.

A lot of corporations, for example, an
IBM or a General Electric or a Wal-
Mart Corporation, they literally have
millions of shareholders, millions of
people who want to pool their money
together. They entrust their money.
They entrust their investment in this
corporate entity, in this vehicle, to go

out and see if they can make a product
upon which there will be demand,
which the consumer will want.

In turn, those shareholders hope over
time, as a result of their investment in
this corporate vehicle, that they are
going to get paid dividends, that they
are going to be able to make money off
their investment. But in making that
investment, there are certain levels of
integrity or trust.

Now, we are not fools. We know that
we deal with a lot of different people
that form these corporations. We know
that in any given body of people,
whether it is Congress or whether it is
the Catholic priesthood or whether it is
schoolteachers, once in a while we are
going to get a corrupt person in that
group.

So we do not just leave it to the hon-
esty or integrity of people who form
corporations, especially if those cor-
porations are broader than a closely
held corporation, if they are publicly
traded, broadly traded, as they say. If
they are broadly traded, we do not just
totally trust them, the government.
We do not completely trust them. We
mostly trust them, but we do not com-
pletely trust them.

What we do is require audits. We re-
quire public disclosure statements, fi-
nancial disclosure statements, so that
the public has an opportunity to screen
very carefully what the audit says or
what the financial statements say. It is
kind of a check and balance on the
chief executives.

But in order for that check and bal-
ance to work to give protection not
only to the shareholders but to the em-
ployees and to the people who are af-
filiated with that corporation, in order
for that to work, we have to have hon-
est accountants.

Here comes Arthur Andersen. There
is a problem with Arthur Andersen. We
have to have honest attorneys. Here
comes a problem with K-Mart and Tyco
Corporation; here comes a problem
with Adelphia Cable Systems, where
the family themselves stole from the
public shareholders almost $3.5 billion,
not million, billion dollars.

So in order for the whole system, in
order for this whole system to work,
which I am going to go through, we
have to have some honesty. We have to
have honesty and integrity from the
attorneys.

If we happen to have an attorney,
like in Tyco Corporation, who pays
himself a $20 million or $30 million
bonus and breaks it up so he does not
have to put it in the public disclosure
statement that I referred to, so the
shareholders, the check and balance,
can determine whether or not the at-
torney deserved his self-enrichment of
20 or $30 million, if we do not have an
attorney who is honest, we ought to
have him disbarred. That is the check
and balance that tries to keep the legal
counsel in check.

It did not work with Tyco Corpora-
tion. In fact, in Tyco Corporation, the
attorney kind of was in bed with the

president of the company. The presi-
dent of the company self-enriched him-
self with hundreds of millions of dol-
lars, and the same thing with the at-
torney. We are going to see the same
thing in something called ImClone,
ImClone, the Martha Stewart case. We
are going to get into that in a little de-
tail. That is where I am going to de-
scribe inside deals.

But let me go back to the corporate
structure. So we have the shareholders.
A shareholder could own one share. For
example, I may own one share of
BankOne, a very reputable company
out there. I do not know what their
shares, let us say it is $24. So you could
own one share, or be a mutual fund
that owns hundreds of thousands of
shares.

Now, 10 or 15 years ago, 20 years ago,
very few people, as a percentage of the
whole of society, owned stock. The av-
erage person on the street did not in-
vest in stock. But that has changed
significantly over the last few years.
One, we now have many more people
that have retirement funds, called mu-
tual funds, or 401(k)s with their com-
pany, or they form some other type of
retirement vehicle. That money is
pooled, and believe it or not, a lot of
people out there who do not think they
own stock, in fact, they indirectly do
own stock because their retirement
fund, their 401(k) or their mutual
funds, actually are stockholders. They
hold stock on your behalf. So today we
have many, many more people invested
in 401(k)s, et cetera. Therefore, we have
many, many more people who now own
stock.

We have also seen a surge of interest
in the stock market, especially during
the boom years. We now have a lot of
people we would never imagine buying
stock who would figure out the best
stock to buy down at the local barber
shop. We had a boom. That boom, that
big bubble, has burst.

What I am trying to get at here is
that we have lots of people who are
now reliant on a credible corporate
structure. We have more people in this
country today dependent upon the in-
tegrity and the honesty and the
strength of the corporate structure in
America than we have ever had in the
history of this country.

That is why it is important that, one,
we recognize not every corporation is
corrupt. We have a lot of good compa-
nies that produce good products out
there: the toothpaste, the car, the elec-
tric blanket, you name it. But that is
why it is so important that we find the
corporations like Tyco, ImClone, or K-
Mart, or some of these others, Enron
Corporation, WorldCom, Waste Man-
agement, Adelphia, Conseco. That is
why we have to clean house on these.

When I say clean house, I mean clean
house. We cannot just sit back here
and treat these people like they have
not done something wrong. Keep in
mind, in America, if you steal a car off
a shopping center parking lot, and even
though that car is only worth $50, and
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somebody turns you in to the police,
when the police stop you, they do not
stop you with one police car and one
police officer.
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They stop you with a number of po-
lice officers. A number of police offi-
cers surround you. They pull you out of
the vehicle at gun point for stealing
this $50 car. They put you on the pave-
ment. And while you are laying down
on the pavements they handcuff you.
They then put you in a police car, in a
cage in the police car and they haul
you to the police department.

Bernie Ebbers of WorldCom or Gary
Winnick of Global Crossing, Gary
Winnick is currently residing in his $90
million home in Bel Air, California. He
has never felt handcuffs. Bernie Ebbers
of WorldCom went to the board of di-
rectors and borrowed $408 million and
neither he nor those board of directors
have ever had the feel of handcuffs
around their hands.

Our society has got to give them that
feeling because if they do not get that
feeling of handcuffs, we are not going
to get the feeling of credibility. We are
not going to get the feeling that our
system is working, that the checks and
balances are in place. So it is just as
important to society that appropriate
and tough punishment be meted out as
it is to our own feeling of, well, they
deserved this punishment as it is to
fairness.

You go into a Kmart and you steal a
candy bar, you will suffer a lot more
penalty under the criminal law than
the chief executives of Kmart who loan
themselves millions of dollars, and
then the week before the company was
taken into bankruptcy, got the loans
forgiven by corporate documents. In
other words, you do not have to pay it
back. You sign it. Self-serving. And
then they took the company into bank-
ruptcy. Remember, we are not just
talking about shareholders. There is
another group up here that hurts a lot,
that has suffered a lot as a result of the
Enron and the WorldComs and the
Tycos and the people of Global Cross-
ing and the companies like that. That
is the ones clear at the bottom of the
list, but probably the most important
box on the list, and that is the employ-
ees. And not just the active employees.
Do not forget we have retired employ-
ees. So there really should be another
box right here. The retired employees.
Some who have given their entire ca-
reers to these corporations, and now
they find themselves out on the street.
WorldCom, who bought company after
company and assumed those employ-
ees, now those employees are out on
the street.

This company will declare bank-
ruptcy this week or early next week.
These retired employees will find their
pensions wiped out. The same with
Global Crossing. How do you think the
employees of Global Crossing feel
today? They have been wiped out and
Gary Winnick is living in a $90 million

mansion, currently being remodeled
because he thinks it needs upkeep, in
Bel Air, California. Or Scott Sullivan,
the 40-year-old guy who shows up in
Congress chuckling while we are inter-
viewing him while his $20 million home
on the ocean or lakeside is currently
under construction in Florida. You
think he gives a hoot about these re-
tired employees? You think he gives a
hoot about the current employees?

These people have broken the trust of
America and these people should pay
the price. They should not be allowed
to live the rest of their life in the lux-
ury of a king and in the mockery of a
justice system.

Let me go back to how this corpora-
tion is made up. We have talked about
our shareholders. The corporation
would not exist without the share-
holders. Now the shareholders entrust
their money and they give their
money, they put their money into the
corporation. And then you have gotten
the corporation, a group of individuals
who represent the best interests of the
corporate entity as a whole, who look
out for the shareholders, who have re-
sponsibility for guidance of the cor-
poration, not day-to-day guidance of
the corporation, but overall policy,
overall direction of the corporation.
And these people have what is de-
scribed as a fiduciary duty.

What does fiduciary duty mean? It
means a special duty, a special obliga-
tion to the people that you are rep-
resenting. More than just, okay, I will
do it for you. It is a special level of
trust. It is a higher standard, and that
is what these boards of directors do. I
can tell you any time you find one of
those overpaid executives, any of these
corporations you would find in trouble
whether it is Enron, TYCO, ImClone,
whether it is Waste Management,
whether it is Xerox Corporation, Sun-
beam Corporation, any of these in trou-
ble, you will find trouble in the board
of directors. You will find a breach of
fiduciary duty with those boards of di-
rectors. Either they fell asleep on the
job or they were lulled asleep by the
management that bestowed them with
gifts.

For example, in WorldCom, Bernie
Ebbers made sure that one of his board
of directors was given a corporate jet
which probably costs the corporation
$200,000 a month, but he decided to
lease it at an arm’s length transaction,
a fair transaction. So he let the direc-
tor lease it for a dollar a year, and all
the expenses were paid.

Do you think that director has got a
fiduciary duty? Do you think he is rep-
resenting the shareholders or the best
interest of that corporation, or do you
think he is representing the best inter-
est of Bernie Ebbers of the WorldCom
Corporation? It is clear he has
breached his trust. That is why this
part right here, these boards of direc-
tors, that is very, very important.
Every box in here is important for the
corporation to work correctly.

Every box in here has an integral
part, a basic and fundamental part of

the company. This vehicle cannot move
forward effectively if any of the people
in these boxes have corrupted the box.
For example, if you have corrupt share-
holders, this corporation will not work.
It will not be a good corporation. If you
have a corrupt board of directors, we
have seen what has happened with
Enron or these others. If you have cor-
rupt legal counsel, corrupt auditors
like Arthur Andersen, corrupt presi-
dent like the president of Tyco or the
president of ImClone, the inside deals,
or if you have a management team
that is corrupt, it will not work, or em-
ployees that steal from the company, if
you have employees that are corrupt.
Every box in here has to work; and if it
works, it is a very powerful economic
machine. If it does not work, it is a
complete failure or close to it. It can
cause an implosion, and that is what
you are seeing with some of these com-
panies. You are seeing an implosion
with WorldCom. You have seen an im-
plosion with Xerox. You have seen an
implosion with some of these and it is
because of defective management in a
large degree.

So we talk about the board of direc-
tors. The board of directors does not go
to work every day. They are generally
retired executives, men and women,
prominent in their communities, but
they are supposed to be qualified on
that board. They were not supposed to
be on there for celebrity status. They
are not supposed to be on there to be
yes people. They are supposed to be on
there for the best interest of the share-
holder and of the corporation. And for
some reason, that has been diluted.

In my opinion, the long-term solu-
tion for this, one of the key parts of
that is that we have got to profes-
sionalize our boards of directors across
this country. We have to increase the
standards and the behavior that we ex-
pect from them, which also means we
have to increase the punishment if the
board goes bad, if they become corrupt.

So now we go and we have got our
legal counsel. I have referred to our
legal counsel a little. You should not
have an attorney who gives you the ad-
vice that you want to hear. A good at-
torney will give you the advice regard-
less of what you want to hear. And
what happens here, unfortunately, and
Tyco is the excellent example, the at-
torney goes to work for Tyco. He got
his job as a personal favor from the
president of the company. The presi-
dent of the company is a guy that
cheats on his sales tax even though he
makes tens of millions of dollars every
year. And the lawyer here decides to
cozy up in bed as well, so what he does
is start to pay himself bonuses.

Now, remember that the board of di-
rectors issues reports that go out to
the shareholders. They issue reports
that go out to the public, and they
issue reports that are read all the way
down this system. In Tyco what hap-
pened is the legal counsel made sure
that the bonus he got of $20 or $30 mil-
lion was broken up and titled in such a
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way that it would never have to show
up in any of these reports. So the em-
ployees did not know what the attor-
ney was paying himself. The board of
directors, theoretically, did not know
what he was paying himself. Certainly
the shareholders did not know what he
was paying himself. It was what is
called a sweetheart deal.

Now, you also have the auditors over
here. And you saw the same thing with
Enron. That is the excellent example of
Enron Corporation. With Enron what
you did is you had Arthur Andersen in
the morning, and keep in mind it is not
just Arthur Andersen, but you had Ar-
thur Andersen in the morning being
your auditor, telling you whether or
not your books were clean and whether
or not they had been cooked, and in the
afternoon offering to you a much more
lucrative contract for themselves doing
consulting.

We have got to break apart auditing
firms that offer auditing at this time
and consulting at this time. They are
two separate functions, and they
should be handled by two totally inde-
pendent, unaffiliated units for it to
work effectively. What happened with
Arthur Andersen, they got too cozy
with the management at Enron. These
accountants, these CPAs out there
making 100,000 or 90,000, they could not
resist the temptation to make several
hundred thousand like the executives
at Enron. So when the executives at
Enron or the board members that were
corrupt at Enron came over to the ac-
countants and said, here is what we
want this report to the public to look
like, the auditors for their own self-en-
richment say, we can make it work. We
can hide those numbers. And that is ex-
actly what they did at WorldCom.

At WorldCom they took their ex-
penses that should have been put in the
expense column and they capitalized
them so it looked like they were mak-
ing more profits. And this was done
with the assistance of their auditing
team. And, in turn, they had stock op-
tions that went up in value because the
stock price was high because the pub-
lic, the shareholders and the public
that wanted those shares thought the
company was making money when, in
fact, it never made money. It never
made any kind of money. They threw
out these corrupt corporate executives
or these board members threw out a
line. They got the auditors to bite on
the bait. They pull in the auditors,
then they throw in another line. They
pull in the legal counsel and then, of
course, pretty soon they say we have
enough. Now, let us see what kind of
suckers are out there.

The first suckers they go after are
the shareholders. They suck in the
shareholders, and then the people that
suffer the worst at the bottom are the
employees. People that have worked
for these companies for years, for dec-
ades. What is left of their future is
decimated. Their life savings is gone. It
is pretty hard to stomach this. It is
pretty hard to look at how much these

employees of WorldCom or Enron or
Kmart or Tyco or ImClone, it is hard
to stomach what has happened to these
people’s savings, to their pensions,
when people like Scott Sullivan are
living in a $20 million brand new man-
sion in Florida or Gary Winnick of
Global Crossing is living in a $90 mil-
lion mansion in Bel Air, California, all
at the expense of these employees and
of these shareholders. Self-enrichment.
Inside deal. Inside knowledge.

Now, what do I mean by inside
knowledge? You know, to run a cor-
poration, your executive officers have
certain information that is obviously
confidential. They have information
that would impact the corporation.
They cannot, for example, if they are
negotiating to buy some property
across the street, they do not want to
release publicly about what price they
are willing to pay for that. They keep
that inside the company’s information.
And it is for obvious reasons. They
keep it. And that is perfectly legal.
That is called inside information. But
what is not legal is when these execu-
tive officers, this management team or
these boards of directors use that con-
fidential inside information for their
own self-enrichment. And I will give
you the perfect example of it. I have it
laid out right here for you. It is a com-
pany.

Many of you have never heard of
ImClone Systems, Incorporated, but
you have heard a case affiliated with it
called Martha Stewart. She is tied into
this little deal. Let us take a look at
what ought to be a textbook example
for every college business book that is
published for study, a textbook exam-
ple of corruption at the core, of the
misuse, and the breach of fiduciary
duty by your corporate officers. Here is
what happens. ImClone has a president,
and the president of the corporation
finds out December 4, remember the
dates. They are important. On my post-
er, this is the key date right here. Lots
of these corporate officers, including
the president, the vice president, the
legal attorney, the vice president for
marketing, they hold a lot of stocks.
They hold a lot of options on shares of
stocks.

Now they are about to get informa-
tion that the public will not have ac-
cess to for several days. Now under the
rules of law, they are not to share this
information with anybody because it
gives one person an unfair advantage.
Our stock market works out there, our
investment market works because
theoretically both parties have an
equal advantage at least going into it.
And they then negotiate and they bar-
gain. But you cannot have a system
that works correctly when one party
has inside information and using it in-
appropriately, the other side can never
get a fair deal. There is no square deal
on something like that. And ImClone
was not about to give anybody a square
deal, except the inside people. Here is
what happened.

b 2215
December 4, FDA officials meet pri-

vately with the ImClone vice president
and informally and probably improp-
erly, but informally signaled that the
company’s cancer drug could have li-
censing problems. So on December 4,
an FDA official, and again, I am not
sure this was proper what this official
told, but he hinted or dropped the hint,
hey, your drug, which this company
has built itself upon, is in serious trou-
ble. It may not get its license. You
guys may be in real trouble.

What happens? Look what happens.
You think that they go public with this
information? No. You think they are
going to go out to the average John or
Jane on the street that owns stock,
that trusts this management, you
think they go to the board of directors?
They may, by the way, have gone to
the board, but do you think they go to
the employees who work so hard to
make this a success and say we have
got some information, you need to be
aware this stock may collapse? No,
they do not do that. These people are
corrupt. They are going to use that to
self-enrich themselves.

Here is the sequence of things that
happen. December 6, two days later,
their attorney, and remember, I told
you how important it is that you have
legal counsel that has integrity, that
has capability and knows the rules of
law when it comes to corporate govern-
ance. So what happens on December 6?
This attorney, their general attorney,
general counsel the title they use, un-
loads $2.5 million worth of ImClone
stock. Cannot wait to sell. Two days
after that information gets to him, he
drops the stock. What a wonderful tim-
ing. What a coincidence, what a hunch.
Must be a very brilliant guy in the
stock market.

December 11, ImClone vice president
Ronald Martell sells another two-
point-some-million dollars’ worth of
ImClone stock.

On December 26, now we are jumping
to December 26, a very key date right
here, here is the CEO, this guy, in my
opinion, is as big a two-bit crook as
you have ever seen in the history of
this country. This guy was called the
general attorney, now the general
counsel. He has already sold his stock
because he knows the news is coming.
He spends 17 minutes on the phone with
the CEO, Sam Waksal, the president.
Here is what he does. He spends 17 min-
utes on the phone with the president.
The president then drafts a note, and
on the note he marks ‘‘urgent, imme-
diate attention required,’’ and he sends
it to his broker, to the broker that
holds the president’s, this guy, he
sends it over to his personal broker,
this note, urgent, immediate attention
required.

Then what he does is he knows that
in the next couple of days, on Decem-
ber 27 or December 28, I guess it is De-
cember 28, there is going to be an an-
nouncement that ImClone’s drug is not
going to get licensed by the FDA, and
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he knows that their stock price will
implode. It will collapse. So he imme-
diately calls his broker, and he knows
that if he sells the stock in his name,
it is going to be pretty obvious he had
inside information.

So he transfers 4.5 million shares or
$4.5 million, I cannot remember which,
into his daughter’s name and says to
his daughter, sell the stock quick.
What happens to the daughter? She
turns around and sells her stock. She
has got over $2 million or $3 million
worth of stock. She attempts to sell
her father’s stock in her name, but
Merrill Lynch says no, something is
fishy here, we are not going to let you
sell that 4 million shares, but we will
let you sell your shares because maybe
you are like the attorney and the mar-
keting guy and like some of the other
executive officers, you just know how
to read the stock market, just timing,
just a coincidence that you had such a
hunch that this stock was going to im-
plode.

Do not forget now they have got bud-
dies out there. They do have a couple
of close friends. One of their close
friends is this broker at Merrill Lynch.
What does this broker at Merrill Lynch
do? He calls somebody named Martha
Stewart. What does Martha Stewart
do? He leaves a message to Martha
Stewart. This is before the general pub-
lic knows of the inside information
that is going on. The Merrill Lynch
broker calls Martha Stewart, and the
message he leaves her is ImClone is
going to start trading downward,
ImClone is in trouble, in other words,
but the exact quote is, ‘‘ImClone is
going to start trading downward.’’

What happens? Martha Stewart im-
mediately sells almost $300,000, I think
it is within a few minutes sells $300,000
approximately worth of her stock.

What happens? Next day, the an-
nouncement comes out. ImClone stock
almost becomes worthless. Who loses
on the deal? Well, the shareholders of
ImClone lose in a big way unless you
happen to be on the inside. The em-
ployees of ImClone lose in a big way.
The retired employees of ImClone get
their pension plans, their retirements,
all get wiped out.

Who comes out of it smelling like a
rose? The two bit-crook comes out of it
smelling like a rose. Some of the board
members come out of it. The president
of the company, the president’s daugh-
ter and people like Martha Stewart,
who by coincidence just happened to
know the right day to sell.

These are the kind of deals that are
putting a black eye on business in
America. These are the kind of deals
that are shading the honest people.
These are the kind of bad apples in the
bushel we have got to dig down and we
have got to find it, and I will tell you
it is not just with this ImClone Cor-
poration.

Let me just give you a quick dem-
onstration. Enron Corporation, I do not
need to talk much about that. We
know about the corruption that went

on at Enron Corporation, and take a
look at the problems they had on their
board of directions at Enron Corpora-
tion. Not one of those executives has
yet had the feeling of handcuffs on
their wrists. Keep that in mind next
time you go to the grocery store or the
shopping center. You might see some-
body that stole a 95 cent candy bar and
they have got handcuffs on their
wrists, but nobody at Enron did.

Take a look at Arthur Andersen,
completely breached their duties, not
the whole corporation. There were a lot
of good people that worked in that, but
the whole corporation was dependent
on their executive officers who were
supposed to have integrity and hon-
esty, but they got reeled in. They cast
out there and the executives reeled
them in, said, come on, we will cut you
in on the deal. Arthur Andersen.

Xerox Corporation overstates their
sales, tried to deceive the shareholder.

Kmart Corporation goes out and
loans its chief executive officers and
several of the executive officers mil-
lions of dollars a couple of weeks be-
fore they know they are going to de-
clare bankruptcy; and the week before
they declare bankruptcy, the chief ex-
ecutive officers sit down and write a
statement to themselves, dear self, the
money that we had you loan from
Kmart is now forgiven, signed self.
That is what happened here.

I know people that worked at Kmart.
You know stores of Kmart that have
closed. They are trying to make it.
They are still trying to make it go.
There are a lot of people. These are
blue collar workers, a lot of them.
These are not wealthy people. It is like
I said at the beginning of my remarks,
this is not a bank robbery going on
here because keep in mind, the bank
robbery, it is generally a poor person
trying to rob from a rich institution.
These are wealthy institutions trying
to rob from poor people; and at Kmart
they were successful, lots of retired
employees there that made maybe five,
six bucks an hour who had just a few
hundred dollars a month. They do not
have a $90 million dollar mansion like
Gary Winnick with Global Crossing.

They get wiped out, these people, and
they are not 20-year-old kids that have
a lot of life ahead of them. They are
50-, 60-, 70-year-old people that are de-
pendent upon their pension after 30
years with Kmart.

Take a look at WorldCom, Tyco Cor-
poration. Take a look at ImClone. That
is the one that we took, and I have got
more charts. I could tell you about
more and more of them.

I have got back here Adelphia Cor-
poration. There the executive officers
bought their own sports team, built
their own private golf course for $20
million, managed to siphon $3.5 billion,
not million, billion off the corporate
books. Where were the auditors? Where
was the attorney? Where was the cor-
porate board of directors? They stole
that money. They are probably playing
golf today, and we have more examples
like that.

Waste Management, Sunbeam which
was caught several years ago, Global
Crossing.

There is a little game called Monop-
oly out there, and I am not trying to be
cute here. I am serious as I can be. In
that game you could pull a card, and if
you get in trouble, you could pull a
card. You know what that card says,
‘‘Go to jail, and as you pass go, do not
collect your $200.’’

What I worry about here is that peo-
ple like Gary Winnick, people like the
head of Tyco, people like Scott Sul-
livan, and by the way, if you have not
seen it, this is Scott Sullivan’s $20 mil-
lion palace currently under construc-
tion on Lakeside in Florida. These peo-
ple should not only ought to go to jail.
They should not collect the money on
the way to jail.

These proceeds were taken from the
employees of that corporation. These
proceeds were taken from the share-
holders who trusted the management
team of that corporation. There is a so-
lution, and our solution is kind of
multistage.

The first step in the solution for get-
ting this is to keep in mind that the
whole system has not imploded. I
would say that a very small fraction of
the system is in trouble, but your body
may be cancer-free and you may have
just a little tiny bit of cancer on your
big toe. If you do not catch that cancer
for a while, most everything is going
fine; but if you ignore that cancer on
your toe, pretty soon it may go up your
leg and then pretty soon it will kill
you.

Now we have discovered it on our toe.
Now is the time to act. Keep in mind
that we do not need to pull out a gun
and shoot ourselves because most of
our body is in fine shape and we are
going to be able to remove that cancer.
If we remove it and if we act aggres-
sively and if we dig deep enough, we
can get that cancer off and we will be
fine. So it is no use destroying your
body. Keep in mind, most of your body
is working well, but you have got to
act aggressively against the problem
you have got on that foot. It is the
same thing here.

The second step, we have got to ag-
gressively pursue these crooks. A crook
is a crook is a crook; and a crook that
steals from the poor, a crook that
steals from the working population in
this country, a crook that steals from
anybody ought to be punished. The
days of our society, of these people
being allowed to live in these kinds of
mansions after we know they took the
money or the ImClone people and I do
not care how popular they are. It may
be Martha Stewart.

I admire Martha Stewart. She built
her empire from nothing. She is a hard-
working lady but she made a big mis-
take, in my opinion. She dealt on in-
side information, information that the
little guy was not entitled to, but the
law says the little guy is entitled to.

These people have broken the law,
and these people should be punished. If
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we do not punish these people, if we do
not go aggressively after these people,
then we begin to lose the integrity and
the credibility that we are going to be
able to get that cancer off our foot, and
then we do have the risk of our entire
system imploding.

That is a long way off because I am
confident, especially under the Presi-
dent’s statements of the last couple of
weeks, under action take on this floor,
under action taken on the other body’s
floor and the compromise that we will
eventually come up with, we are going
to go after them; but we need our local
prosecutors to go after them. We need
the Internal Revenue Service to go
after them. We need the Securities and
Exchange Commission to go after
them. There is no reason any agency
that has any kind of jurisdiction over
these individuals should not pursue
these people as aggressively as they
would pursue a two-bit thief that walks
out of one of these companies with a
pen or a candy bar or calculator that
they have stolen.

I have been pretty emotional with
this speech because I feel deeply about
it. I feel a lot of people have gotten
cheated; and I know I have said it time
and time again, but it is not a bank
robbery. It is not poor people trying to
steal from the rich. These are a very
few people who are very wealthy who
acted in a very self-serving, very self-
ish method for one purpose and that
was to enrich themselves at the ex-
pense of somebody else; and in these
particular cases, the people that have
done this were already wealthy. It was
not like they needed to get wealthy. It
was not like they needed to take bread
home to their kids. These people were
already wealthy. They just did not
have enough so they decided to cheat
the system, and the people they cheat-
ed are the people that do not have
enough.

b 2230

They are the people that have had
their pensions wiped out; that have had
their dreams wiped out; that have had
their jobs eliminated. Those are the
people that are suffering, and the peo-
ple who have invested in these shares
and the American dream. Those are the
people that are suffering, and we ought
to right the wrong. It is dependent on
us, colleagues, to right that wrong, and
we are going to have this opportunity.

So once again I call for prosecutors
across the country, for the IRS, for the
SEC, for Congress, the President has
already shown his aggressiveness on
this, we need to come together and we
need to bring down the hammer and we
need to bring it down hard so that peo-
ple know that the American business
system is a credible system that works
on integrity. If we can do that, we will
restore the economic strength of our
business machine. We have to have
that for this country to continue its
greatness.

CORPORATE RESPONSIBILITY
The SPEAKER pro tempore (Mr.

JEFF MILLER of Florida). Under a pre-
vious order of the House, the gen-
tleman from Washington (Mr. INSLEE)
is recognized for 5 minutes.

Mr. INSLEE. Mr. Speaker, I have
come to the floor of the House tonight
to advise the American people about
the status of our efforts to deal with
the crisis of confidence in our cor-
porate structure, which indeed is deep.

Mr. Speaker, I have to say that one
thing I realize all Americans share to-
night, looking at these repeated scan-
dals, fiscal collapses and debacles in
the accounting structure of our cor-
porations, all Americans, I think, share
one belief, be they Democrats or Re-
publicans, suburban, rural, north or
south, and that is that we need strong
medicine rather than weak tea in deal-
ing with this problem. We need more
aggressivity and not so much passivity
in dealing with this problem. We need
action rather than inaction.

Mr. Speaker, I must report to Ameri-
cans that, unfortunately, we have not
had enough action in dealing with
these problems. Let me give an exam-
ple of what I mean by that. A few days
ago in the other body a bill was passed
to deal with these problems by a vote
of 97 to zero. Ninety-seven Democrats
and Republicans joined together to
pass a meaningful bill to provide for
the security of Americans, for their re-
tirement and investment in corpora-
tions.

We should be here voting on that bill
tonight. Tonight, we should be sitting
here, Republicans and Democrats, pass-
ing that legislation which had over-
whelming bipartisan support in the
other Chamber, but we are not. And
why are we not doing that work for the
American people tonight? Well, the
reason is this, and it is sad to say, but
the leadership in this House in the ma-
jority party has made a conscious deci-
sion to drag their feet; has made a con-
scious decision to be passive rather
than active; has made a conscious deci-
sion to answer the needs of some spe-
cial interests rather than the American
investors who are losing their shirts in
the last few days in the stock market
and in their retirement funds, which
are rapidly disappearing.

The sad fact is that we have some
very commonsense things that we need
to do to make sure that there is a fis-
cal security apparatus in our corpora-
tions so that people cannot pull the
wool over the eyes of investors, defraud
investors, and falsify their books. Un-
fortunately, the majority party refuses
to adopt those measures.

Today, on this floor, we had a motion
that my party proposed that would re-
quire some very commonsense meas-
ures so that investors would have
greater confidence; measures to give
whistleblowers protection, these whis-
tleblowers who have blown the whistle
on corporate misdeeds, to make sure
they have protection. That was re-
jected by the majority party.

We had a proposal to require records
to be kept for a decent interval so we
could figure out what had happened
and find the trail of fraud in these
cases. That was rejected by the other
party.

We had a provision that would give
investors who had been damaged great-
er leeway, a greater period of time to
seek redress if they had been hurt by
corporate fraud. That was rejected by
the majority party.

These are things we could have done
today. For the last 2 months, it has
been a common litany here that we
have proposed ideas and we have had to
drag the majority party kicking and
screaming to get consideration of these
issues. It is really sad, because I have a
lot of friends on the other side of the
aisle who, unfortunately, are not being
given a chance to vote on these com-
monsense measures.

Now, let me mention what the major-
ity party has been doing in the last
week. During the last week, when the
economy has been in a crisis of con-
sumer confidence and investor con-
fidence in the last week, on July 12,
just a few days ago, the leadership of
the Committee on Energy and Com-
merce in the majority party, in re-
sponse to this, what did they do? Well,
they wrote a letter to the Public
Broadcasting Service, PBS. In the
midst of this economic crisis, the lead-
ers of this Chamber’s Committee on
Energy and Commerce wrote a letter to
PBS. And you know what they wrote
about? They were complaining that
Sesame Street program was going to
introduce a muppet character that was
HIV-positive.

They were so concerned about this
that they wrote a letter to PBS to stop
this heinous introduction of this
muppet character. Well, Americans
want to know the answer to this ques-
tion tonight: If the Republican Party
in this House is willing to take on Ses-
ame Street, why are they not willing
to take on Wall Street? If the Repub-
lican Party is willing to take on the
Cookie Monster, why are they not will-
ing to take on these moral monsters
who are defrauding American investors
and taking away people’s entire retire-
ment income in some cases?

This is a time for a bipartisan re-
sponse to an economic crisis that does
not just give Americans weak tea. Yes,
the majority party is going to have to
stand up against some of the special in-
terests who have been so prevalent in
this Chamber in the last decade. Yes,
they are going to have to do it. But we
need them to do it. We need them to
join us to do it.

Now, we have heard this response
that they have made, and they have
joined with Democrats to do one of the
things that needs to be done. They
have increased with us the jail time
that corporate defrauders will be ex-
posed to. And that is a good thing. It is
necessary. It is probably not adequate,
because I would support mandatory jail
time. Because, unfortunately, a lot of
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