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An angry Stanley Tate officially withdrew his nomination to head the 
Resolution Trust Corp. yesterday, blaming his difficulties on opposition from 

a key senator, rumormongering by worried RTC bureaucrats and lukewarm 
administration support. 

"Washington is a vicious city, with all kinds of hidden agendas," Tate told 
reporters, reading from a letter he had delivered to President Clinton. "It is a 
city full of rumors, allegations and accusations," he said, calling the 
confirmation process "a devastating experience." 

Senate Banking Committee Chairman Donald w. Riegle Jr. (D-Mich.) has refused 
to -meet with Tate or schedule a hearing on his confirmation. As RTC chief, 
Tate, 65, a Republican and a real estate developer from Miami, would have headed 
government efforts to clean up the remains of the savings and loan debacle. He 
has been accused by RTC staff of using his influence improperly. 

Tate said he was advised by senior Treasury officials in the past few days 
that "it would be in my best interests" to withdraw quietly. "I was told if I 
revealed too much, or put people in high places on the defensive, I had better 
be prepared for a barrage of new allegations and accusations about me and even 
about my family. I was further advised that these accusations would be made up, 
even outright lies," said Tate. 

A spokeswoman at the Treasury Department said that Tate had a private meeting 
with Deputy Treasury Secretary Roger c. Altman Wednesday to discuss whether he 
should withdraw, but that "no one in the Treasury or the administration 
threatened Mr. Tate." 

Tate, who had been a paid adviser to the RTC oversight board since his July 
nomination while awaiting Senate confirmation, said he had compiled a report for 
Treasury on mismanagement, waste and possible fraud at the RTC, but said it 
would be up to administration officials to release it. Treasury officials said 
they had not yet seen the report. 

"There are employees of the RTC who are afraid of me and obviously afraid 
of what changes to 'the system' I might bring about. These people are really 
concerned that some of their actions and activities would be revealed," he said. 
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Some of Tate's activities at the RTC have drawn criticism from agency 
employees and have been the subject of news reports. 

He was criticized for attempting to intervene on behalf of friends who were 
trying to buy property from an RTC contractor, but said yesterday he wanted 
the property "sold to the highest bidder." 

Tate also asked to see the case files on longtime acquaintance David Paul, 
head of a failed Florida S&L who was convicted on criminal fraud charges last 
week. Tate said he returned the file unopened when he saw it was marked 
confidential. 

Tate also sat in on an ethics panel reviewing its decision to ban the former 
law firm of Rep. William J. Jefferson (D-La.) from doing business with the 
RTC. Tate said he did not know Jefferson and offered to leave the meeting if 

anyone present objected to his being there. 

A spokeswoman for Riegle said yesterday that the committee staff had not 
scheduled a hearing because it has been reviewing "several serious questions" 
raised in the press about Tate's background. 

"The committee has been gathering the relevant facts on these and other 
matters of concern related to his nomination as is its normal practice," she 
said. 

With Tate's withdrawal, the Clinton administration will have to begin a 
search for a new nominee. 

GRAPHIC: PHOTO, STANLEY TATE 

LANGUAGE: ENGLISH 

LOAD-DATE-MDC: December 1, 1993 



·1 
( , 

Abc-clinton-firm 
A(wap) (ATTN: National editors) 
ADealings of Clinton Partners Were Referred to Justice Dept. in 1992 
A(Washn) 
ABy Susan Schmidt and Michael Isikoff= A(c) 1993, The Washington Post= 

WASHINGTON Resolution Trust corp. investigators examining the 
mid-1980s affairs of a failed Arkansas savings and loan found a series of 
irregular transactions involving Whitewater Development Corp., a company then 
half-owned by President Clinton and his wife, that suggested it was used by 
the Clintons' business partners in a check-kiting scheme to drain funds from 
the thrift. 

The RTC, according to documents and interviews with sources 
familiar with the probe, told federal prosecutors more than a year ago that 
Bill and Hillary Clinton and other principals in a dozen corporations doing 
business with Madison Guaranty Savings & Loan during the mid-1980s could 
possibly have benefited from the alleged scheme, though there is no evidence 
they had direct knowledge of it. 

But the agency, which named the Clintons' business partners as 
targets in the October 1992 referral to the Justice Department, said further 
investigation was needed to find out where money ended up after passing 
through a Whitewater account at Madison. 

The Justice Department did not notify the RTC of its disposition 
of that referral until last month, when federal prosecutors declined to open 
a criminal inquiry. But federal prosecutors have decided to act on a second, 
more detailed request from the RTC to investigate similar allegations 
regarding Madison and its owner, James McDougal. 

The Clintons repeatedly have denied doing anything improper in 
connection with Whitewater and have said that it was a money-losing 
investment run by McDougal and his wife, Susan. 

The RTC's first criminal referral last year, filling more than 15 
pages, outlined dozens of instances of questionable loan transactions between 
several Arkansas banks and 12 corporations affiliated or doing business with 
Madison, sources said. They said principals of the corporations included the 
Clintons, the McDougals and Arkansas Gov. Jim Guy Tucker (D). 

During the first half of 1985, the sample time period examined in 
detail by the RTC, Whitewater issued 10 checks for more than $70,000. Several 
were written to the Bank of Cherry Valley, where Clinton had a campaign 
account. Unable to obtain the bank's records, the RTC could not determine if 
the checks were deposited in the account. 

Five of the checks issued by Whitewater and totaling more than 
$60,000 were overdrafts that eventually were covered by funds from other 
alleged shell corporations, or from Madison Financial Corp., the S&L's wholly 
owned real estate subsidiary. 

One $30,000 check was issued on Whitewater's account to McDougal 
with the notation ''loan repayment,'' though sources said the RTC found no 
records of any loan from McDougal. 

That check resulted in an overdraft that was covered by a deposit 
of $30,000 from Madison Financial Corp. (MFC). In April 1985, according to 
S&L documents, MFC deposited $30,000 directly into Whitewater's account as a 
''prepayment'' on a 1985 bonus to McDougal, MFC's president. 

Some of the money that went through the alleged shell 
corporations to Whitewater came from bank loans, according to sources 
familiar with the RTC referral. Those corporations were created legally but 
appeared to have no business purpose, said a source familiar with the probe. 
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Among the ''shell'' companies cited in the first referral were 
ventures named ''Tucker-Smith-McDougal,'' ''Smith-Tucker-McDougal'' and a 
third named ''Smith-McDougal.'' Also cited were two Madison real estate 
ventures. 

The RTC's initial request for criminal investigation of the S&L's 
affairs came after a long-running politically sensitive probe of Madison and 
McDougal, a longtime friend of the Clintons who, with his wife, jointly owned 
the small real estate venture that has been a continuing source of 
controversy for the president. 

The first RTC referral was reviewed by career Justice Department 
officials earlier this year, who concluded there was insufficient evidence to 
warrant further investigation. The RTC says it was never informed. 

Two weeks ago, U.S. Attorney Paula Casey told the RTC in a letter 
that her office ''concurs'' with the earlier Justice Department conclusion 
that there was ''insufficient information'' in the first referral to warrant 
a law enforcement probe, said sources familiar with the contents of the 
letter. 

''This was not a review conducted by Paula Casey,'' said Carl 
Stern, the Justice Department's chief public affairs spokesman. ''The 
information should have been communicated to the RTC months earlier .•.. As 
far as I know, Paula Casey didn't participate in any decision-making.'' 

The second RTC referral forwarded early last month included 
questions about the possible diversion of Madison depositor funds into 
accounts at other institutions maintained by Clinton's 1984 campaign for 
reelection as Arkansas governor. 

Casey last week recused herself from the continuing investigation 
of Madison. A Clinton appointee and volunteer in some of Clinton's 
gubernatorial campaigns, she said she stepped aside because of her 
''familiarity with some of the parties.'' She declined to comment Wednesday 
on why she had not recused herself two weeks ago on the first referral. 



S& _j scar da s · adows Foster's · ast __,_ 

Mr. t·oster·• office telephone! male1avs By Jerry Seper ,rt- I FOSTER 
THC ""'SHIHOTOH T~S f1 \ . 

Several of the coincidenea in the 
Arkansas savinas and loan scandal 
that has embroiled President Oin· 
ton and his wife lead to the suicide of 
Vincent W. Foster Jr., the White 
House deputy counsel who fatally 
shot himself July 20. 

Uke most suicides. Mr. Foster's 
took his ultimate oecrets to the 
graYe. 

No one in an official capaeitY says 
his death was directly connected to 
the allegations of fraud and illegal 
campaign payoffs by officers of 
Madison Guaranry Savings and 
Loan of Uttle Rock. Nor will anyone 
connect it to hi• participation as the 
Clintons' pe.-.onal laywer in the !int 
family's financial deaJinas, which 
puts him at aeYeral of the points now 
under federal inYCStigation. 

But the timina of certain eYents 
continues to tantali2e friends and as­
sociates. both here and in Uttle 
Rock. 

Fueling the speculation are two 
telephone calls made to Mr. Foster at 
the White House on the rnomina of 
the day he killed himself. Abo draw­
Ing scrutiny is the timing or a search 
warrant served that day on anou,er 
former associate of President Clin· 
ton's. 

The telephone calls were received 
between 11 a.m. and noon. This was 
just after Mr. Foster attended• cere­
mony in the Rose Garden where Mr. 
Clinton and Attorney General Janel 
Reno announced the nomination or 
Louis J . Freeh to be the direetor of 
the FBI, and just before Mr. Foster 
left the White House for the last 
time. 

One call was from James M. Ly­
ons, a Denver lawyer assigned by the 
Ointon campaign to in11estigate the 
connection between the Clintons and 
James B. McDougal, the owner of 
Madison S&L, in a land-deYelopment 
Yenture in the Arkansas Ozarks. 

This association had become an is• 
sue in the presidential campaign. 

The other call was made from the 
Rose Law Firm in Uttle Rock, where 
Mr. Foster and Hillary Rodham Clin· 
ton were once senior partners. Just 
who made this call is not yet clear. 

The search warrant, signed sev· 
era! hours before Mr. Foster put a 
gun to his head, authorized the 
search of the offices of a lending 
company in Llttle Rock that had 
granted a $300,000 loan to Mr. 
MeDougal's wife, Susan. 

Some of this money ended up in 
the accounts of Whitewater De11elop­
men1 Corp., a land Yenture owned 

half<i,~mers. · 

From page Al 

r<>0m, Investigators who went 10 Mr. 
Foster's house also were turned 
away. 

'The unsigned and undated Foster 
note, which contained no finger­
prints and from which one acction is 
missing, was disCOYered alx days 
after his death. Tom into 27 pieces, 
it was withheld from in11estigators 
by White House officials for 30 
hours. They said they waited 10 tum 
ii OYer until after Mrs. Foster had 
read it. 

It appears, howeYer, that the delay 
also was related to efforts by White 
House aides to brina the note to Mr. 
Clinton's attention. Although Mark 
Gearan. the director of communica· 
tions at the White House, said at the 
time that Mr. Clinton had not seen 
the note. FBI agent Robert Bryant, 
who headed the bureau's Washing• 
ton field office, disputed that in a 
public statement. 

At an Aug. 10 news conference, 
Mr. Bryant, who since has been 
named to head the FBI's intelligence 
division. said: "There was concern 
b)' White House staff about execu• 
liYe privilege and about family inter· 
ests. The note was subsequently re­
viewed by [Mr. Foster's) wife and her 
anomey ... and was then reviewed 
by the president for executive privi· 
lege issues." 

There also were contradictions in 
comments by White House officials, 
including Mr. Clinton, about Mr. Fos• 
ter's growing depression. Initially, 
Mr. Foster was painted as a "Rock of 
Gibraltar in times of difficulty" 
whose death came as a "shock" to 
the pre.sident. 

Mr. Clinton told reporters he had 
no idea that his boyhood friend had 
any personal problems, saying Mr. 
Foster's "closest friends sat around 
discussing" the suicide and that 
"none of us" knew he had any con• 
cerns about his job or about other 
difficulties in his life. 

. Mr. Gearan said Mr. Foster"never 
• said anything 10 his colleagues here 
• in the White House or his friends 
' here in Washington that would in· 
! dicate that anything was out of the 
I ordinary'.' 

The known facts belie this asser­
tion. Mr. Foster's friends. concerned 
that he was troubled, had urged him 
to seek psychiatric help. Mr. Clinton 
called him at home the night before 
his death. speaking to him for about 
20 rninutes. 

ln\'estigators looking into the Fos· 
ter d<ath also say they were con• 
cemed that White House officials 
did not seal his office. pr.-oenting 

• jointly by the Clintons and the 
McDougals. As the Clintons' per­
sonal lawyer, Mr. Foster handled the 
sale of their half-ownership of 
Whitewater and filed the necessary 
tax forms when it was discovered 
Whitewater had failed to rile corpo-

1

. 
rate tax returns for a three-year pe­
riod when the Clintons were still 

The significance of this is not 

1 
clear, either, bu t a note left by Mr. i:-,...,. ,. .. r, .. ,,,..A ~,. t.l!'hi•,. ~ (', , .. ,. f"ltfj , 

anyone from entering it , after his 
body was discovered and identified. 
White House Chief of Staff Thomas 
F. " Mack" McLarty told officers he 
ordered the office sealed 10 ensure 
that no papers were removed. but it 
neve.theless remained unlocked 
O\'erm&ht. ._)cu.,, atilt: , n,:i. ,.u.:8tJ1, Mlu,c!Ou,,..a , ' i ,le 

public will never belieYC the inno­
cence of the Clintons and their loyal 
staff." 

The rambling note continued: "I 
made mistakes from ignorance, in· 
experience and 011erwork. I did not 
knowingly violate any law or stan· 
dard of conduct." 

Citing executive privilege, White 
House Counsel Bernard Nussbaum · 
prevented U.S. Park Police and the I 
FBI from searching Mr. Foster's of• 
fice or looking through his personal 
papers or personal belongings im· 
mediately aJter his death. 

The agents were ordered 10 sit in 
chairs in a hallway while staff of• 
ficials went through the documents. 
An FBI agent was reprimanded 
when he stood up to peer into the 

~,.,,. , : n <:Tl7P ,v,...-.... Alil 

Law enforcement 10Urces say at 
least three persons entered the of· · 
flee before guards were posted on 
the door at 11 the following morning. 
The three persons were not identi· 
fied. 

Mr. Foster's death is a closed case, 
ruled a auicide by U.S. Park Police. 
Hi• body was found about 6 p.m . on 
July 20 in an iJOlated Northern Vir· 
rinia park ,lumped against a Civil 
War cannon, with his 1913ArmyColt 
l"eYOlver still in his hand. He had 
fired a 1ingle shot into his mouth. 

The two telephone calls 10 the 
White House were identified by 
Park Police and the FBI from doe • 
uments submitted by the White 
House. The documents included no· 
tat ions of telephone calls to and fro m 

between July 6 and July 20. 'J 
Mr. Lyons. the Denver lawyer, has 

not returned telephone calls to his 
office seeking comment and expla• 
nations about his July 20 caU to Mr. 
Fos.ter. 

La,t month. howe,oer. he told the 
Chieaao ll"ibune that he had talked 
to Mr. Foster acYeral times "shortly" 
before his death, but he would not 
discuss matten they had talked 
about since these were con11ersa· 
lions between himself and the Clin­
tons COYered by attorney-client priv• 
ilege. Since then, in October, Mr. 
Clinton named Mr. Lyons toa aovem· 
ment advi10ry panel seeldna peace 
in Ireland. 

The Rose Law Firm also has not 
returned calls seeking comment on 
who may haYe caUed Mr. Foster on 
July 20 and why. 

The search warrant was signed on 
July 20 at 1:35 p .m .• but its existence 
was known to prosecutors. inYeStiga­
tors and others early that morning, 
law enforcement sources said. It 
was used to search the offices of 
Capital-Management Services Inc., 
a Small Business Administration• 
appr<>Ved lending agency operated 
by David I. H ale, a Llttle Rock mu­
nicipal judge until he resigned in an• 
ticipation of indictment. 

Mr. Hale, who was aetiYe in Ar• 
kansas Democratic Parry polities 
for more than 20 years, has said he 
was pressured in February 1986 by 
Mr. Clinton and Mr. McDougal to ap• 
prove a loan to Mrs. McDougal to 
clear up financial problems. The 
$.300,000 SBA-guaranteed loan was 
appr<>Ved in March 1986 and some of 
the money, according 10 records, was 
diYerted to Whitewater to fund prop· 
erty purchases. 

Mr. Gearan, the White House 
communications director, has said 
that Mr. Clinton has "no reeollee• 
tion" of any such conversation with 
Mr. Hale and docs not belieYC such a 
con11ersatlon took place. 

Mr. Hale resigned in September 
after his indictment on charges re­
sulting from other fraudulent SBA 
loans. He pleaded not guilry to the 
charges and faces trial Feb. 28. Dur· 
ing the FBI's search of Capital• 
Management, records on the loan to 
Mrs. McDougal were included in 
those taken by agents. 

Mr. McDougal. who served as a 
financial adviser to Gov. Clinton in 
1979. is the focus of an investiaation 
into allegations he manipulated 
fraudulent loans through Madison 
and illegally authorized payments to 
seYeral po"oerful Arkansas politi · 
cians, including M r. Clinton. 

Th e Resolution n-ust Corp. 
(RTC), which disposes of failed sav­
ings and loans, had asked the Justice 
Department to investigate questions 
of irregularities involving Madison. 
RTC investigators questioned 
whether campaign contributions 
we,•e Jinked 10 efTorts by Madison to 
win state approval ft " f:,l3.n :11g 
plan - offered by Mrs. Clinton - 10 

help the S&L stay In business. 
Mr. McDougal, who was indicted 

in 1989 on fraud charges in connec­
tion with Madison and acquitted in 
1990. has denied any wrongdoing. 

The president has said that while 
he recei11ed money from Mr. Me• 
Dougal - including lump sums that 
were used 10 clear up debts from his 
gubernatorial campaigns - he had 
no knowledge where his business 
partner and longtime friend had ob• 
tained the cash. 
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Riegle seeks probe of S&L bai out uni ·: 
By Rutn Larson ✓ ~ce10addreu.1eriouswuteand ~~me taxes on RTC time wa~ ~is- ot~e~ ln~tances of favoritism, c1t,. 
..,._
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nusmana1cme11t m the agency. He ciplined and threatened whh finng. cnmmauonandabusewill surface." 
abo protaUJd ~ n-e,uury Oepan· In contraSt •. a white emplayee who Previous compwnta to the RTC 

The chairman or the Smllte Bank­
Ing Comminee has called fOr an In· 
vestigation Into char&es or racial 
discrimination, favoritism and ocher 
management abuses at the Ru· 
oludon 'Ihm Corp. 

Sen.. Donald W. Riegle Jc. Mich• 
igao Democnt. tent a lener. elated 
Oct. 25, to RTC acting Chief Execu­
tive Officer R01erC. Altman, askln1 
him to investi1ate "serious alle1•· 
lions" in RTC't Office of Contractor 
Oversight and Surveillance COCOS). 
the office responsible fOr audidna 
the performance of its thrift bailout 
contracton. 

Senate Bankina Committee atalf 
members said Mr. Riegle would not 
comment on the maner until the 
RTC completes tu lnvestigatloo. 

The charses are contained in • 
Sept. JO memo from an RTC con• 
tractor OYenilht empl(l)'ee that WU 
obtained by The WashinctDn Times. 
The memo w11 siaJ,ed •• black 
OCOS empl(l)'ee." 

Word of the Investigation comes to 
light two wedc1 after Stanley G. 'Illte 
withdrew his name as the nominee 
10 11W1&1e RTC's savinss and loan 
cleanup, saying he wu denied the 

ment's 00ftfi.lCatlOO of 200 p11es operated an interstate spons ~ en· Office of 1nspec10 General have 
cloc:umenlinl management a t the tenamment ucl<et Illes buS1DesS been . r 
.. ency. durin1 work hours. using loYeffl· cha unproductive, the . ";'•mo 

In • telephone interview last ment phones and travel, was pro- r1ed: often because mdtvtduals 
weelt, Mr. Ute said that whlle he was moted. responsible for the abuses_ were al-
a IIOllliMe he had receiwd ,eyeral • favoritism toward white em- lowed to manage 

th
e inveaugauons. 

lllllipedemplo,eememoscharaing ployeea. Positions occupied by while OPM offictals did not pursue th.• 
minority abutes a t the .. mcy. employees are graded higher than maner,.ho\o:'"ver, after they le&mee! tt 

"The RTC has Iota of empl(l)'ee sinular positions OCCllpied by black ~~~ ~!•\bi• R~ 
problems." Mr. Ute said. "It's worse emplayees within the Competition manet bee ~ndl~ stanh m RTC" 
tberethanl'veeverseeninmylife." Advocate branch. ' mg .• t e , 

TheOCOS memoallegeu pattern • n-avel abuses. A female lnves- an OPM spokesman said. 
ohystemadcdiJcrimination .. ainst tigator routinely accompanied the . The RTC •_nspec,tor ~eneral's of• 
black emplO)'eeS in the contractor bead of the contractor oYersight f1ce would neither confirm_ nor d~y 
ownisht office. includin1: branch to conferences and events ~I the matter was under mves!lla· 

• Manipulation of promot ion unrelMed to her position. uon. 
acores. Numerical ratin1 standards The memo originally was sent to RTC spokesman Stephen Kat· 
were illllled to fill a senior procure· Lorraine A. Green. deputy director sanos confirmed the qency's F.qual 
merit specialist position In the Com • of the Office of PersoMel Manage- Employment Opportunity Office is 
petition Advocate proaram. An lnex- ment. conducting a review of the charges. 
perienced white candidate's low "I am asking for an OPM inves• White he could not comment on the 
score wu later ranked above the ligation because it is not possible to specifics of the case, Mr. J<atsanos 
hicber tc0re of an upenenced obtain • fair and impanial review ~d an outside law firm bad 
black CIDdiclate. from anyone inside RTC. includln.g hired - • common procedure in 

• Retaliation qainst supponen the RTC Inspector General." the em· such cases-and -ral emplO)"ees 
of black& Offices that attempted to ployee wrote. had riven swom statements. 
promote black empl(l)'ees were de- The employee implored: "Please RTC's newly created ombuds• 
nied approval to fill remaining ve• don, 1tve us up by forwarding this man's office. which repons directly 
candes. lettertoanyonein RTC. Pleaseinves· to Mr. Altman, was desi1ned to ad• 

• Dilciplinary double standards. ligate these JSsues independently dress similar employtt concerns, 
A black employee who worked on his and obJectJvely. U you do. many Mr. Kataanos said. 

Freeh suspends FBI's NYC bureau chief / 

By Jerry Seper 
TM(ltllilllf..SNHGTON'T_.I v 

The suspension of James fox. the 
veteran aaent In char1e or the 1'131 
field office In New York, fOr talking 
about the World "n-ade Center bomb­
ing tnal durln1 a television Inter• 
view bas been 1reeted with anaer 
from many of the bureau's rank and 
file. 

Se\oeral agents II the New York 
field office and at the bureau's Wash· 
lngton beadquanen questioned the 
decision by 1'131 Director Louis J . 
F'reeh. 1MOW1ced yesterday, to place 
Mr. f ox on administrative leave 
pending his scheduled ~ irement 
Jan .. 3. 

'"This is not playing well with the 
people I know:• said a Nn, York 1'131 
agent who asked not to be identified. 
"They obvtOUsly were trylll8 to set 
an example. I gue.ss the director was 
telling everyone that there·s a new 
regime and that he·s in charge." 

Directors action angers field agents 
Mr. fox, a Jl •year bureau veteran. 

was suspended because of his ef• 
rons In a brief TV interview Dec. 4 
to defend the actions or his agents 
during the World trade Center 
bombinl investigation. Mr. f ox de• 
nied alle1a1ions that the f'Bl's lnfor• 
mant in th• case, Emad Salem, had 
given a1ents information before the 
feb. 26 blast that the building was 
loina to be bombed. 

•He pve us~- No one 1ave 
us anythina." Mr. fox was quoted by 
Newaday as saylna. ·u we had infor­
mation, we would have prevented the 
bombina." 

Unlike most field supervisors. Mr. 
fox held the riUe of assistant d irec• 
tor because of his command or the 
New York office. 

Mr. fffdl, a former federal judge 
in New York, suspended Mr. Fox 
with pay for the comments. The sus-

pension was ordered Dec. 10 and is 
to remain in place until Mr. fox's 
scheduled Jan. 3 MiremenL 

Mr. f ox has led the New York of• 
fice for six years. During that time, 
his 2~member staff has been in• 
volwd in dozens of hi1h•profile 
cases, Including the succesaful pros• 
ecutlon of mob boas Jolin Gotti. It 
was Mr. fox who called Gotti the 
- ~ Ooa."a nickname that stuck. 

" Direclor fffdl made the de­
cision to place Assistant Director 
fox on administrative leave with pay 
undl his retirement in January," f'Bl 
spokesman Jolin Colllnawood said in 
a statemenL " He did 10 a fter care­
fully reviewing inappropriate public 
comment.I f ox made about pending 
prosecution. 

··Our policy is not to talk about 
pendi111 cases, panicularly when it's 

still at t rial." 
Mr. Collingwood told the Associ• 

ated Press he was "not at libeny to 
say" how Mr. f'reeh became aware of 
Mr. fox's television comments. 

federal law enforcement sources 
told The Washinaton Times that U.S. 
District J udie Kevin 't Duffy. who is 
hearina the World "n-ade Center 
trial, called Mr. fffdl to complain 
about Mr. fox's comments. The sus• 
pension came after the call. 

It was Judge Duffy who signed a 
181 order In the case. He said at the 
time that be wanted to limit leaks to 
the public about pending evidence 
and testimony. 

1'131 officials yemrday declined 
comment on what role, if any. Judge 
Duff)' played in the decision to sus• 
pend the veteran aaent. 

The Judge did not re turn calls for 
comment yesterda>: 

Mr. f'ox ,.ill join the Mutual of 
America insurance company when 
he retires. 

Spy sting gets Chinese man deported 
By Bill Gertz 
l'MI-...-.010NT-..CI ✓ 

After a six-year f'BI COWltt rsP)· 
mvestigauon of Clunese lntelli1ence 
service efforts to acquire U.S. weap­
ons and technology, immigration of• 
ficials deponed • Chinese busineu• 
r. , Saturday for committing espio­
nage. 

Yen Men Kao. a Chinese national 
wbo liwd In Chartone, N.C., left At· 
lanta lnternational Airpon aboard • 
United Airlines fli&ht to Hong Kon&, 
said Thomas P. Fischer, d irector of 
the Immigration and Naturallution 
Service (INS) in Atlanta. 

An immigration judae ordered 
Kao deponed last ...eit fOr oventay• 
ing a visa and for "committin1 acts 
or espionage aaainst the United 
States:• an lNS spokesman said. 

Clinton administration offlclels 
said a decision was made not to pros­
ecute l<ao to avoid offendtna the Chi• 
r i=ent. The administra• 
lion is workina with BelJlnl to 
resolve problems w11h Nonh Korea 
on nuclear weapons. 

f'BI officials said Kao, who owned 
two Cllil fHt•foocl restaurants in 

Charlotte, was under f'Bl surveil­
lance for six years. He met 1n China 
with Oiinese intelligence servict of­
ficials, who promised him $2 million 
to buy weapons covenly. 

Kao and other Chinei.e nationals 
not identified by the f'BI "conspired 
to steal and illeaally expon" • Mark 
48 Advanced Capability !AOCAPl 
torpedo. two f-404-400 General 
Electric Jet enames used In the 
F'IA·l8 Hornet and fire-control radar 
fOr the f •l6 falcon jet, f'BI and INS 
officials said. 

"Procuring those three item, 
were his primary concern:· said an 
FBI agent close to the case. Kao also 
soucht data on the Cobra helicopter, 
the aaent said. 

The weaporu systems were not de­
livered to China. but oscillators used 
in satellites were transferred to 
China as part of a sting operation 
during the ln"°stigation, officials 
said. 

Kao paid an informant S24.000 
from Chinese intelligence service 
funds for the oscillaton. which are 
embargoed for expon and are used 
to resulate radio-wa,., frequencies. 

The sale took place in the United 

States through an f'Bl Informant and 
was appro\'ed by the U.S. aovem­
ment as pan of the probe, officials 
said. 

One federal law enfOrcement offi• 
cial. speaking on the condition of 
anonymity, said Kao "had a gam· 
blinl problem" and lost 10me of the 
money supplied by Chinese lntelli• 
gence 1hrou1h his gambllna. "He 1101 

a loc or people in China l•nm·J at 
him." the off1C1al said. 

Al I hearing in Atlanta on Dec. 15, 
Kao waived appeals and requested 
deponation to Hong Kong, rather 
than China. because he feared repri· 
sals by the Chinese spy service. the 
official said. 

A senior f'BI official In Charlotte, 
who asked not to be identified b1• 
name. said the investigation of the 
technology acquisition scheme is on-
1oing and that more arrests mar be 
made. 

"We're still tying up 10me loose 
ends In confirmina the ldennties of 
other agents and intelliaence offi­
cers workina with I Kao J." the agent 
said. 

"But I believe we have unequivo­
cally neutrallted his activities:· 

The case began in 1987, when the 
f'BI teamed that Kao was trrina 10 
ille1ally acquire a Mar k 48 ADCAP 
torpedo for the Chinese loYemment. 
the official said .. 

The Mark 48 AOCAP is a modem­
ized version of the Mark 48 and is 
deployed on attack submarines. The 
torpedo. built by Huahes. is de­
sianed to sink fast. deep-diving sub­
marines or fast-moving surface 
ships. 

Kao was unable 10 come up wi th 
the mone)' - some S2 million - 10 
purchase the three U.S. weapons sys­
tems. "He was unable to persuade 
the Chinese to put up the 1rea1 sums 
needed to procure these weapons;· 
the official said. 

The f'BI decided to close the case, 
and Kao was arrested Dec. 3, the 
official said . 

The f'BI agreed to deponation 
rather than prosecution panl1· to 
p rotect sources and methods of 
COWlterlP)'in8 , the official said. 

l<ao. 54. left behind his wife. a nat­
uralized U.S. citizen. and two cbil• 
dren. who were bom In the United 
States. q 2. 
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Last September, as officials of the Resolution Trust Corp. were preparing 

to ask the Justice Department to open a criminal investigation into a failed 
Arkansas savings and loan, they faced an unusually sensitive problem: Should 
they mention that the case involved President Clinton and his wife? 

There was no conclusive evidence that the Clintons had done anything illegal. 
But RTC investigators had turned up evidence that depositor funds from the 
thrift, Madison Guaranty Savings & Loan, may have been diverted improperly to 
Clinton's 1984 gubernatorial campaign account and to Whitewater Development Co., 
a real estate venture jointly owned by the Clintons and James McDougal, 
Madison's owner. 

Some RTC officials believed questions about the Clintons and their dealings 
with Madison had to be laid out in RTC's written request for further federal 
investigation. But others thought that would be a strategic error: A detailed 
description of activities involving the Clintons had been presented to the 
Justice Department in September 1992 and had been languishing for a year, 
prompting fears among RTC staff that the department was intent on scuttling 
the politically sensitive case. 

The RTC finally did ask federal prosecutors in Little Rock, Ark., last fall 
to investigate nine suspected criminal matters arising out of Madison's 1989 
failure, naming the Clintons, along with other Arkansas politicians who had 
dealings with McDougal. 

Among other things, prosecutors were asked to examine whether Hillary Rodham 
Clinton's representation of the S&L before a state regulator appointed by her 
husband resulted in lenient treatment that allowed Madison to stay open long 
after it was on a clear path to insolvency. 

Today, those issues are the focus of a Justice Department investigation that 
has become a growing headache for the Clinton White House. While the Clintons 
have repeatedly said they were aware of no wrongdoing at Madison, the White 
House, under heavy congressional and media criticism and possibly facing a 
subpoena, agreed late last month to turn over documents about Whitewater that 
were found in the office of deputy White House counsel Vincent Foster after his 
suicide on July 20. 
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At the same time, the handling of the Madison and Whitewater issues by the 
RTC and the Justice Department has underscored the politically charged nature 

of the probe. Although the RTC has succeeded in sparking a federal inquiry, 
the matter of Madison S&L has frustrated some RTC officials who have said they 
worried about "packaging" the case and "selling" Justice on opening an 
investigation that should have begun much earlier. 

Republicans, saying the situation is rife with conflicts of interest, have 
bombarded Attorney General Janet Reno in recent weeks with calls for the 
appointment of an independent counsel. 

"As attorney general, you have been placed in an uncomfortable, if not 
untenable, position of being both the chief law enforcement official of the 
United states and the chief legal advisor to the president," Rep. Jim Leach 
(R-Iowa), ranking minority member of the House Banking Committee, told Reno in a 
letter calling for the naming of a special counsel. 

Reno has resisted those calls, saying anybody she would appoint would 
ultimately report to her and would not be seen as truly independent. "I have 
directed the career prosectors to pursue it [the Madison probe) in the most 
appropriate and vigorous manner possible," Reno said at a recent news 
conference. 

The history of the Madison investigation, pieced together from interviews 
with Justice Department and RTC officials along with documents from the case, 
suggests that the involvement of the Clintons has repeatedly affected its 

progress, as investigators debated how to proceed in a probe that has such 
potentially large political consequences. 

The inquiry began in 1989 as one of hundreds of investigations of failed 
savings and loans throughout the country that led to the creation of the 
Resolution Trust Corp. itself. The RTC charter was to close down the 

thrifts, to dispose of S&L assets and to try to recover through the courts 
federally insured funds that had been lost through poor management or possible 
criminality. 

The transformation of a relatively routine RTC inquiry into a political hot 
potato began in March 1992 when news accounts detailed Clinton's longtime 
relationship with McDougal and their investment together in Whitewater. Those 
accounts suggested that McDougal had made the Clintons partners in a sweetheart 
real estate deal in return for lenient state treatment of Madison. 

The RTC quickly sent a new team of investigators to Arkansas to aid in the 
Madison probe, looking at, among other things, the business relationships among 
McDougal and local politicians. 

At the same time, investigators began to explore the role of Hillary Clinton 
and her law firm in representing the thrift during a 1985 encounter with state 
banking authorities. 

The Rose law firm had represented Madison before the Arkansas securities 
commission when the thrift, judged critically short of capital by federal 
examiners, sought approval for a new stock plan to stay afloat. Hillary Clinton 
was one of two Rose lawyers in that effort, earning a combined$ 2,000 monthly 
retainer for the firm. The plan was approved by Beverly Bas sett Schaffer, 
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Clinton's newly appointed state securities commissioner, whose law firm also had 
represented Madison. The plan was never implemented. 

Another Rose partner, Clinton confidant Webster L. Hubbell -- now associate 
attorney general under Reno -- had his own ties to Madison through his 
father-in-law, Seth Ward. Ward was an executive with Madison's real estate 
subsidiary and had extensive financial dealings with the S&L. 

But despite these potential conflicts, the Federal Deposit Insurance Corp. -­
the federal agency that insures savings and loan deposits -- in 1989 hired the 
Rose firm to represent the government in a lawsuit against Madison's accounting 
firm. The suit, handled by Hubbell, contended that the accounting firm had 
failed to alert Madison's board to reckless lending and management practices 
that led to insolvency. It was settled for$ 1 million in 1990. 

How much the FDIC knew when it hired Rose about the relationships among 
Madison and the firm and its partners is unclear. Hubbell has contended that his 
dealings with Madison were fully disclosed. A series of internal FDIC memos at 
the time warned against hiring Hubbell due to conflicts involving his 
father-in-law, and FDIC and RTC lawyers have been conducting an inquiry in 
recent weeks into whether the potential conflicts were properly reported. 

In addition to these efforts through civil suits to recover funds used to 
compensate Madison depositors, the RTC by fall 1992 had prepared a 21-page 
document targeting McDougal and his ex-wife Susan McDougal for criminal 
investigation by the federal prosecutor in Little Rock. 

The referral named then-presidential nominee Clinton and his wife, as well as 
current Arkansas Gov. Jim Guy Tucker (D), as principals in "shell corporations" 
created by McDougal. It said that while there was insufficient evidence at that 
point to prove that the Clintons and Tucker knew about suspected check-kiting 
and account overdrafts authorized by McDougal, they had stood to benefit from 
such activities. 

The referral was sent to Charles Banks, the Republican U.S. attorney in 
Little Rock, during the waning days of the Bush administration in the fall 1992. 
Banks already had been stung once in his dealings with McDougal, having failed 
to win a conviction of him in a 1990 bank fraud case and prompting critics to 
accuse Banks of mounting a politically motivated prosecution. Hoping to wash his 
hands of Madison and McDougal, Banks asked that he be recused from the case and 
that the referral go directly to the Justice Department in Washington, current 
and former federal officials familiar with the matter said. 

In an "urgent 
chief assistant, 
witnesses in the 
outlined by the 

report" memo to top Justice lawyers on Oct. 7, 1992, Banks's 
Mac Dotson, noted that the Clintons were named as potential 
referral. Dotson wrote that he believed, based on the facts 
RTC, that further investigation "is warranted." 

With less than a month to go before the presidential election, aides to 
then-Attorney General William P. Barr were concerned that any special interest 
shown in the case could backfire politically, sources said. An investigation 
involving Clinton was sure to look as though President George Bush were using 
the Justice Department for partisan purposes. That point was all the more 
forcefully made, the sources said, by those who noted the RTC had made no 
specific allegation of wrongdoing by the Clintons. 
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In light of Banks's recusal, the case was assigned tQ career lawyers in the 
fraud section in the criminal division of the Justice Department, but senior 
Bush administration Justice officials ordered that it get no special treatment. 

Many RTC referrals are never pursued, either because the Justice Department 
does not believe they will result in a prosecutable case or because of limited 
resources. A March 19, 1993, memo by criminal division attorneys working on the 
case concluded that the RTC referral did not "appear to warrant initiation of 
a criminal investigation" of Madison. But the memo, signed by John c. Keeney, 
then acting chief of the division, left the final decision to federal 
prosecutors in Little Rock. He "would not question a decision by the U.S. 
attorney to decline further action on the referral," Keeney wrote, according to 
sources familiar with the memo. 

However, the results of the Justice review were not communicated to the RTC 
for months, sources said. In the meantime, the RTC renewed its own inquiry 
into Madison, sending a four-member team of agency investigators back to 
Arkansas in January 1993. 

By September, having gathered much more information and still having received 
no official decision on the first referral, the RTC drafted a new request for 
the Justice Department. This expanded referral recommended investigation of nine 
separate matters of possible criminal behavior, adding details of new 
transactions and conflicts of interest, and naming a number of new players, 
sources said. 

Those who believed that naming the Clintons in the first referral led to 
official inaction argued the president and his wife should not be named in the 
new, expanded request. Additional questions about whether bringing more bank 
fraud charges against McDougal would constitute double jeopardy helped spark a 
fierce debate among investigators and RTC professional liability attorneys in 
Kansas City, Mo., agency sources said. 

RTC field officials took the unusual step of appealing to top RTC brass 
in Washington to make the final decision on whether to include the Clintons in 
the new referrals. But the Washington headquarters refused to intervene, 
ordering the field office to follow standard procedure. 

The new referrals were sent in October to the new U.S. attorney in Little 
Rock, Paula Casey, a Clinton appointee and former campaign volunteer who was 
once a student of the president's at University of Arkansas law school. The 
requests also sought further investigation of current Democratic Gov. Tucker's 
dealings with Madison, as well as numerous other big borrowers and Madison 
officials -- many of them prominent in Arkansas political and civic circles. 

On Oct. 27, with the stack of new criminal referrals sitting on her desk, 
Casey responded to six months of RTC inquiries about the fate of the first 
referral, then a year old. She told the RTC that she "concurred" with the 
Justice Department's decision to forgo an investigation due to "insufficient 
information." 

Days later, in the wake of news reports about the new RTC referrals and 
questions about Casey's ties to Clinton and other senior Democrats in the case, 
Casey recused herself from further involvement. The Justice Department announced 
it was sending three career prosecutors to Little Rock to conduct the 
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Whitewater Probe Was Sensitive From the Start (Washn) 
By Susan Schmidt and Michael !sikoff= (c) 1994, The Washington Post= 

WASHINGTON Last September, as officials of the Resolution Trust 
Corporation were preparing to ask the Justice Department to open a criminal 
investigation into a failed Arkansas savings and loan, they faced an 
unusually sensitive problem: Should they mention that the case involved 
President Clinton and his wife? 

There was no conclusive evidence the Clintons had done anything illegal. 
But RTC investigators had turned up evidence that depositor funds from the 
thrift, Madison Guaranty Savings & Loan, may have been diverted improperly to 
Clinton's 1984 gubernatorial campaign account and to Whitewater Development 
co., a real estate venture jointly owned by the Clintons and James McDougal, 
Madison's owner . -

Some RTC officials believed questions about the Clintons and their 
dealings with Madison had to be laid out in RTC's written request for further 
federal investigation. But others thought that would be a strategic error: A 
detailed description of activities involving the Clintons had been presented 
to the Justice Department in September 1992 and had been languishing for a 
year, prompting fears among RTC staff that the department was intent on 
scuttling the politically sensitive case. 

The RTC finally did ask federal prosecutors in Little Rock, Ark., last 
fall to investigate nine suspected criminal matters arising out of Madison's 
1989 failure , naming the Clintons, along with other Arkansas politicians who 
had dealings with McDougal . Among other things, prosecutors were asked to 
examine was whether Hillary Rodham Clinton's representation of the S&L before 
a state regulator appointed by her husband resulted in lenient treatment that 
allowed Madison to stay open long after it was on a clear path to insolvency . 

Today, those issues are the focus of a Justice Department investigation 
that has become a growing headache for the Clinton White House . While the 
Clintons have repeatedly said they wer e aware of no wrongdoing at Madison, the 
White House, under heavy congressional and media criticism and possibly facing 
a subpoena, agreed late last month to turn over documents about Whitewater 
that were found in the office of deputy White House counsel Vincent Foster 
following his suicide on July 20. 

At the same time, the handling of· the Madison and Whitewater issues by the 
RTC and the Justice Department has underscored the politically charged nature 
of the probe. Although the RTC has succeeded in sparking a federal inquiry, 
the matter of Madison S&L has frustrated some RTC officials who have said they 
worried about ··packaging'' the case a nd ··selling'' Justice on opening an 
investigation that should have begun much earlier. 

Republicans, saying the situation is rife with conflicts of interest, have 
bombarded Attorney General Janet Reno in recent weeks with calls for the 
appointment of an independent counsel. 

''As attorney general, you have been placed in an uncomfortable, if not 
untenable, position of being both the chief law enforcement official of the 
United States and the chief legal advisor to the president,'' Rep. Jim Leach, 
R-Iowa, ranking minority member of the House Banking Committee, told Reno in a 
letter calling for the naming a special counsel . 

Reno has resisted those calls, ~aying anybody she would appoint would 
ultimately report to her and would not be seen as truly independent. ··r have 
directed the career prosectors to pursue it (the Madison probe) in the most 
appropriate and vigorous manner possible,'' Reno said at a recent news 
conference. 

The history of the Madison investigation, pieced together from interviews 
with Justice Department and RTC officials along with documents from the case, 
suggests that the involvement of the Clintons has repeatedly affected its 
progress, as investigators debated how to proceed in a probe that has such 
potentially large political consequences. 



The inquiry began in 1989 as one of hundreds of investigations of failed 
savings and loans throughout the country that led to the creation of the 
Resolution Trust Corporation itself. The RTC charter was to close down the 
thrifts , to dispose of S&L assets and to try to recover through the courts 
federally insured funds that had been lost through poor management or possible 
criminality. 

The transformation of a relatively routine RTC inquiry into a political 
hot potato began in March 1992 when news accounts detailed Clinton's longtime 
relationship with McDougal and their investment together in Whitewater. Those 
accounts suggested that McDougal had made the Clintons partners in a 
sweetheart real estate deal in return for lenient state treatment of Madison. 

The RTC quickly sent a new team of investigators to Arkansas to aid in the 
Madison probe, looking at, among other things, the business relationships 
among McDougal and local politicians. 

At the same time, investigators began to explore the role of Hillary -
Clinton and her law firm in representing the thrift during 
a 1985 encounter with federal banking authorities. 

The Rose law firm had represented Madison before the Arkansas securities 
commission when the thrift, judged critically short of capital by federal 
examiners, sought approval for a new stock plan to stay afloat. Hillary 
Clinton was one of two Rose lawyers in that effort, earning a combined $2,000 
monthly retainer for the firm. The plan was approved by Beverly Bassett 
Schaffer, Clinton's newly appointed state securities commissioner, whose law 
firm also had represented Madison. The plan was never implemented. 

Another Rose partner, Clinton confidant Webster L. Hubbell now associate 
attorney general under Reno had his own ties to Madison through his 
father-in-law, Seth Ward. Ward was an executive with Madison's real estate 
subsidiary and had extensive financial dealings with the S&L. 

But despite these potential conflicts, the Federal Deposit Insurance 
Corp.-the federal agency that insures savings and loan deposits-in 1989 hired 
the Rose firm to represent the government in 
a lawsuit against Madison's accounting firm. The suit, handled by Hubbell, 
contended that the accounting firm had failed to alert Madison's board to 
reckless lending and management practices that led to insolvency. It was 
settled for $1 million in 1990. 

How much the FDIC knew when it hired Rose about the relationships among 
Madison and the firm and its partners is unclear. Hubbell has contended that 
his dealings with Madison were fully disclosed. A series of internal FDIC 
memos at the time warned against hiring Hubbell due to conflicts involving his 
father-in-law, and FDIC and RTC lawyers have been conducting an inquiry in 
recent weeks into whether the potential conflicts were properly reported. 

In addition to these efforts through civil suits to recover funds used to 
compensate Madison depositors, the RTC by fall 1992 had prepared a 21-page 
document targeting McDougal and his ex-wife Susan McDougal for criminal 
investigation by the federal prosecutor in Little Rock. 
-END-OF-AUTOBREAK(l)-
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Arl{ansas Probe ~ensitive .trom ~tart 
Calls for Special Cour~el Focus Again on s&L ~ Links With Qintons 
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Last September, u ot1icials ol 
the Re,olutioa Trust Coq,. were 
prepuing to ask tbe Justice De­
putment to open a crimiDal iove. 
ligation into a wled Arlc.ansu sav• 
inp and loan. they faced III UDUSO­
ally sensitive prolllem: Should they 
mention that the case involved 
President Clintoo and his wife? 

There WII DO cmciuaive evi• 
dence that the Clintons had dooe 
anything illepl. But RTC inves­
tigatol'$ had turned up evidence 
that depositor funds from the 
thrilt, Madisoo Guuaaty Savinrs 
& Loan, may have been diverted 

improperly to Clintoa'a 198.f Ill• that tbe ~t WU intent OQ 

benlalOriaJ camPliln lCCOUllt and IClllt.lina the, politicallJ aaisitive 
to Whitewater DeYelopment Co., a case. 
real estate venture jointly owned Tbe RTC finally did ask federal 
by tbe Clintoas and James McDou- proeecuton ID LitUe Rock. Arlt.. 
gal, Madilon'a owner. Lut tall to illvatigate nine 1111-

Some RTC offidala believed pected aiminal matten arisini 
queetiou about the Clintooa and out of ~•• 1989 failure, 
their dealings with Madiaoo bad to IWIWII the Clintoaa, aloq with 
be laid ovt in RTC'a writteD re- other Arkanlu politiciaDa wbo bad 
quett for further federal investi- de.alinp with McDougal. 
ptioo. But others thouaht that Amoq other thinp, proeecu. 
woalcl be a stntqic error: A de- ton were Uked to e:umine waa 
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vomn1 the Clintooa bad bem repreteatatioa ol the S&L before 
pretented to the Justice Depart• a at.ate regulator appointed by her · 
meat in September 1992 111d bad blllbaod resulted in lenialt treat• 
been J.a.ciauishing for a year, meat that allowed Madiloa to aia, 
pl'OIIIJ)tinc feara 11DOD1 RTC ataff open long after it wu 011 a clear path to 

inlolft!lty. 
Today. those issues are the focus of a 

Juatice Department investigation that has 
become a growin1 be.adadie foe tbe Clinton 
White House. While the Clintona have re­
peatedly uid they were aware ol no wrong• 
doiq at Madison, the White House, under 
heavy congressional and media criticism 
and poNibly .ucin, a subpoena, a,reed Lite 
Last IIIOOth to turn over documents about 
Whitewater that were found in the office of 
deputy White House c:ounael ViDceot Foster 
after his suidde 011 Jul)' 20. 

At tbe wne time. tbe bandlina of the 
Madisoo and Whitewater iaues by tbe RTC 
and the Justice Department bas under• 
scored the politicalJy charled nature of the 
probe. Altboulh the RTC baa IU0Ceeded in 
sparkin1 a federal inquiry, tbe matter of 
MadilOli S&L has frustrated tome RTC 
officials who bave said they worried about 
"packalinl" the cue and "seJ.lin(' Justice on 
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belWI much earlier. 
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with conflicts of interest, have bombarded 
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body she would appoint would ultimately 
report to her and woalcl not be aem u truly 
independent. "I have directed the career 
prosectors to pursue it (the Madison probe) 
in the 11101t appropriate and viaorom man­
ner possible," Reno said at • rec:eat news 
coalerence. 

The history cl tbe Madisoa irfatiptioa, 
pieced to1elher from interviews with Jus• 
lice Department and RTC officials al0111 
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drtds of investigations of failed UVlllgs and 
mm throughout the country thllt led to the 
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The RTC charter was to dolt down the 
thrifts. to dispose of S&L assets and to try to 
recover through the courts federaJI)· insured 
funds tlut had bttn Jost through poor man• 
agement or possible criminality. 

The transformauon of a relatively routine 
RTC inqUll'}' into a political bot potato be· 
gan in March 1992 when news accounts 
detaill!d Clinton's longtime relationship -.·ith 
~ ~Douga.I and thear investment together ~ ) · 
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Whitewater. Those aca,unts suggested that 
McDougal had made the Clintons pannen 
in a sweetheart real estate clul in return 
for lenient state treatment of ~ 

The RTC quickly 1e11t a new tum of in· 
vestigators to Arlwms to lid in the Mad­
ison probe, looking at. &1110111 ocher things, 

· the business relatiOlllhips &1111111& McDoupl 
and local politicians. 

At the same time. investiptan bepn to 
explore the role ot Hillary Clioton and her 
Law firm in representing the thrift dlll'ina a 
1985 encounter with federal baDiiD& au­
thorities. 

The Rose law firm had re,,raented Mad­
ison before the Arkansas securities commia­
si011 when the thrift. judged critially abort of 
capital by federal euminen, sought approval 
for a new atodt plan to stay alloat. Hillary 
Clinton was one of two Rose lawyers in that 
effort, earning a combined $2,000 monthly 
retainer for the firm. The plan was approved 
t,y Beverly Buaett Scbatfer, Clintoa'a newly 
appointed state securities comrnisaior-r. 
whose law firm also had represented Mad­
ison. The plan was never implemented. 

Another Rose partner. Clinton confidant 
Webster L. Hubbell-now uaociate attor• 
ney general under Reno-had his own ties 
to Madison through his father·in•law, Seth 
Ward. Ward was an executive with Madi· 
soa'a real estate aubsicliary and had aten­
sive finaDcial dealinp with the S&L. 

But detpite these potential c:oa11icta, the 
Federal Depoait Insurance Coq,.-tbe fed­
eral agency that insures aavinp aod Joan 
deposits-in 1989 hired the Rae firm to 
represent the government in a lawsuit 
against Madilon'a a0COU11ting firm. The 
:n:it. handled t,y Hubbell. cante:ided that the 
accounting firm had failed to alert Madi· 
IOO'I board to recldeu lendiq aod 1111111,e­
ment practices that led to insolvency. It wu 
settled for Sl million in 1990. 

How much the FDIC knew when it hired 
Rose about the relatiOlllhipa amoq Mad­
ison and the firm and it• partnen ii IIIIClear. 
Hubbell has contended that his dealings 
with Madisoo were fully diacloled. A aeries 
of internal FDIC memos at the time WIJ'Ded 
apinst 11irin1 Hubbell due to coaflida in­
volving his father•in•law, aod FDIC aod 
RTC Jawyen have been c:aaduc:tins ID in­
quiry in recent weeks into whether the po­
tential coa11ic:ta were properly reported. 

In addition to thete efforu throap ci'l'il 
suits to recover funds used to c:caq,emate 
Madison depositors, the RTC by fall 1992 
had pr~ared a 21-page document targeting 
McDougal and his ex-wife Susan McDougal 
for criminal investigation by the federal 
prosecutor in Little Rock. 

The referral named then-,,residential 
nominee Clinton and his wife. as well as cur· 
rent Arkansas Gov. Jim Guy Tucker (D), as 
pnncipals in "shell corporations• created by 
McDougal. It said that while there was in• 
sufficient evidence at that point to prove 
that the Clintons and Tucker knew about 
suspected check-kiting and account over• 
drafts authorized by McDougal, they had 
stood to benefit from such activities. 

The referral was sent to Charles Banks, 
the Republic.an U.S. attlltney in Little Rock, 
during the waning days of the Bush admin­
istration in the tall 1992. &Ilka alre.ady had 
been stung ooce in his dealings with 
McDougal, having failed to win a coavicuao 
oi him in a 1990 bank fraud cue and 
promplina c:ritic:a to ICCUle Banka al mount• 
ing a politically motivated proeecutioo. H~ 
ing to wub his bands of MadilOO and 
McDougal, Banka uiled that be be recmed 
from the case and that the referral go di­
rectly to the Justice Department in Wuh­
ingtoa. c:urrent aod former federal officiala 
familiar with the matter 12.id. .. . 

In ID "llraent report" memo to top Justice 
lawyers on Oct. 7, 1992, Banka'a chief u­
aiatant, Mac Dcum. noted that the CliDtma 
were IWlled as potential ~ in the 
referral. Dot.loo wrote that be bdined. 
baled on the facta outlined by the RTC, that 
further investigation "is warranted.• 

W'lth lesa than I month to 10 before the 
prelidential election. aidea to tben-Attomey 
General William P. Barr were cmcemed 
that any apecia1 interelt abown in the cue 
coald baddire politically, IOUl'0el aaid. All 
investigation involving Clinton wu aure to 
look u thousb President Georse Bulb were 
lllillg the Justice Department for partisan 
purpoaes. That point WU all the more 
formully made. the IOUl'0el aaid. by tllOle 
wbo noced the RTC bad made DO apecific 
alleption of wrciocdoiDI by the Climcaa. 

In lisbt of Banka'a recaal. the cue wu 
Uliped to Qteer lawyers in the fraud leC'" 
tion in the criminal dffllioo of the Justice 
~t. but aemor Bush adminiatration 
Jultice offic:ials ordered that it let DO ape­
cill treaanent. 

MIiiy RTC referrals are Deftr pursued, 
eitber became the Juatice Department does 
not beJieff they will raalt in a proeec:utable 
cue or because ot l:imited retauree1. A 
Mardi 19, 1993, memo by criminal division 
attorney, wortcing on the cue c:oacluded 
that the RTC referral did not •appear to 
warrant initiation ot a criminal investip• 
tion• of Madison. But the memo. lisnecl by 
Johll C. Keeney, then actin1 chief of the 
dmlioo, left the final decilioll to federal 
p,-un in Little Rocle. He "would not 
question a decision by the U.S. attorney to 
decline further action on the referral." 
Keeney wroce. acairdins to aourca famil• 
iar with the memo. 

However, the resulta of the Justice re­
view 'ftre not communicated to the RTC 
for months. sources said. 1n the muntime, 
the RTC renewed its own inquiry into Mad• 
isoa. sending a four-member team of agen• 
cy invesugators back to Arkansas in Janu• 
IIY 1993. 

By September, having gathered much 
more information and still having received 
no official decision on the first referral, tbe 
RTC drafted a new request for the Justice 
I)epanment. This expanded referral rec• 
ommended investigallOn of nine separate 
matters of possible cnminal behavior, add· 
ing details of new transactions and conflicts 

a,,JIMLUCII . 
... IMM GOP Ollllft,r a i If ,11,-111 _., 

of interest, aod 1111111111 I lllllllber of 
players. aoun:a said. 

Thole who belieYed that 1111111111 the Clin­
tona in the first refernl led to ctiicia1 inac• 
tion arped the presideat aod his wife 
sbouJd not be IIIIDed in the new, aimded 
request. Additioaal q1atioaa about wbetb· 
er briniinl mare buk frnd c &a 
apinat McDoupl woalcl COIIMitllte I l 
jeopardy helped ai-it a fierce debate 
ms invatipton aod RTC protmional 
liability attoney1 in ~ City, Mo.. 
a,-c,aoarceasaid. 

RTC field officiala took the 111111111a1 ~ 
ot appealiq to top RTC brm in Wubias• 
toa to make the final dec:isim oo whether to 
include the Clintona in the new refemla. 
But the Wuliinstoa beldqaanen n I 
to intenene, orderills the field olfice to fl»' 
low ataodard proc:edme. 

Tbe new referrals were lent in October 
to the new U.S. attonleJ in Little Rock. 
Paula Casey, a Clintoo appointee aod for• 
mer campaign volunteer who wu once a 
student of the president'• at Univenity of 
Arlwlau law IIChool. Tbe reci-ta alao 
sought further inveltiption of cunent 
Democratic Gov. Jim Guy Tucker's dealinp 
with Madison, as well u numerous ocber 
bis borrowen and MadilOO offic:iala-many 
of them prominent in Arlwlau political aod 
cmccirciea. 

On Oct. 27, with the stack ol new crim­
inal referrals sitting on her desk. Cuey re­
sponded to six months ot RTC inquiries 
about the fate of the first refeml. then a 
year old. She told the RTC that she •con• 
curred" with the Justice DepartmeDt'a de­
cision to forgo an investigation due to "in· 
sufficient lllionnauon.• 

Days later, in the wake of news reports 
about the new RTC refernla and questions 
about Casey's ties to Clinton and other sen• 
ior Democrats in the case, Casey recused 
herself from further involvement. The Jus­
tice Depanment announced it was sending 
~ career pro,ecutors to Little Rock to 
conduct the mvestigauon. I 
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Moderate Rep. Leach Steps Out of Character J 
To Lead Republican Attack on Clinton's Ethics 

By K£.,;:-;E:TH H. BAC0:-1 
Sta// Rt'DOr-rtr of T H,: WAt.L S T·11,.,..T J u l '"' '-l 

WASHINGTO:'> -Add thlS one 10 !he 11 s: 
of batnmg quesuons about Bill Clinton , 
dealings wuh Whitewater Developmem 
Co.: Just what in the world has gouen into 
Jim Leach? 

Thucholarly, soft-spoken Iowa Repub· 
lican has for years been considered one or 
the least partisan 
members of the 
House. a mtlrlal 

~ 

moderate in a pany , ., ,~ 
that has moved w 
Sttadlly rifblWll'd. ,,... ,.:n-. 
Yet ln the contro-
versy over Mr. Clio· 
ton's lies with the 
rul-atate develop­
ment and a failed 
Arunlaslllrlfl.the 
Sl•yt&Nlld ton· 
gm.sm&II bu Sud· 
denly turned Into 
his party's pit bull. 

111 
JimUoch 

SD&PPinr at the pmidenrs ethics with a 
ferocity lhat would do Newt Gingrich 
proud. 

Mr. Leach bu been at the forefront of 
GOP calls ror an independent counsel and 
a tnorourb con,resslonal investigation 
into tbulleplloas about M.r. Clinton. Last 
week, he sune,ted the president might be 
rullty of crtmlnaJ violations whlle he was 
eovernor of Ark.amas tor going easy on the 
failed tbrUt. Madison Guaranty Savings & 
Loan, In return tor faYOrs. 

His GOP colleagues are clearly lllrllled 
10 hue him. rather than some more sharp­
edged and ideolorlcal figure. leading the 
char(e. "We In the Republican Party have 

, lootinf for a long time to find a 
partisan bone In bis body. We haven't 
found one." say, conservative Rep, Rich· 
anl Armey of Texas. the chauman of the 
House Republican Conference. II Mr. 
Leach, who Is " respected by everybody tor 
his Intellect and professional work. has 
said there are some senous problems here, 
we need 10 have an mvesllgatlon." 
Fought GOP's Drift 

All this is pretty heady stuff for a man 
who has spent much of his poliucal career 
at odds with his party's leadership. As the 
GOP became more and more conStrvauve 
after his 1976 elecuon to Congress. Mr. 
Leach found himself increasingly isolated. 
A former chairman of the Ripon SOCiety. a 
Republican progressive group, he infun• 
ated the Reagan team a decade ago b)' 
creattnr an orpnizauon called Repubh· 
can Malnsuum Committtt to combat the 
pany·s r1ghtwffl drift. 

So how did rentleman Jim Leach be· 
come the GOP's cbie.f bomb-thrower on 
Whitewater? AS the top Republican on the 
bankinJ panel, he says, he's tlJhting to 
protect the rifht of the minority party to 
cany out mvestipllons of possible wrong• 

dotng by the ma1or11y: "It's 1mpor1a n1 to 
sei a precedent that says when the maior· 
nr part,· tn Conirress 1s or tne same pari:· 
of the While House. that 1ne mmor111 
should be empowered wnen II comes 10 
mrorma11on•gatherang ... 

Democrats. thouirh . say 11's all po1111cs. 
"There has been no specific allegauon or 
criminal wrongdoing: what there has been 
1s a series of political attackS." Vice ~s•· 
dent Al Gore said on the CBS News pro­
gram "Face the Nation" last wttkend. 
"The extremist wing of the Republican 
Party has pushed pretty hard" to force Mr. 
Leach to attack the pmident. charfes 
House Banking Committee Chalffllan 
Henry Gonzalez of Texas, who has refused 
the GOP's demand for heannrs mto Madi· 
son Guaranty on erounds that the case 
presents no new leg1slative issues. 

Mr. Leach's "excessive parusanship' is 
easy to explain, adds Democratic Rep. 
Barney Frank of Massachusetts. "He's 
had a change of life situation," Mr. Frank 
says. "He's now the ranlUnJ Republican 
on the House Banking Commmtt. elected 
by the caucus. U he hadn't done this, they 
would have been after him." and he mirht 
have nsked losinJ his post to a more 
conservative coUea,ue. 

'Happenswice of Position' 
Mr. Leach admits that the "haPl)en· 

stance or position" has put him into the 
tray. But he say, he Is bothered by chal'f'S 
that he'sconductinJ a political attack, as 1t 
lhere·s something dirty about partisan­
ship. " I fttl quite sensitive on this sub­
Ject." he says. 

Whitewater. It appears. offends his 
squeaky-clean. good-government sensib1h· 
ues. This. after au. is a man who doesn ·1 
accept campaign contnbuuons from polm· 
cal•acuon committees or non-Iowans. and 
only accepts lndiVidual contributions up 10 
S500. hall the legal limit. Mr. Leach seems 
genwnely angry over the poss1b1hty that 
Mr. Clinton may have violated what he 
calls one of the moral laws of h11th office. 
"that you don't seek 10 achieve pnvate 
gam through public service ... 

There are perhaps personal cons1dera· 
uons as well. One is Mr. Leach's closeness 
10 rormer Pr-.~1dent George Bush. The rwo 
met more than rwo decades ago wnen Mr. 
Leach. then a young foreign service o!I:· 
cer, was assigned to work ror t.:mted 
'.'la11ons Ambassador Bush. 

With buterness. Mr. Leacn notes 1na1 
the same lawmakers wno won I mves11gate 
8111 Clinton now had no reservauons abOul 
gomg after Neil Bush. the fonner pres1· 
dent'S son. m the failure of a Denver thnlt. 
"There 1s a sense or meqwtable apphca· 
110n of the ruJes of Congress when 11 comes 
to oversight ... he says. 

As ~1r. Leach sees 1t, the charges 
against Mr. Clinto11,, J re potenually far 
more senous Ulan those against Neal Bush 
In Arkansas. " II appears 1na1 con01cts o! 

1nteres1 were developed wnh the 11overnor 
w11n novel techniques nol only of contnbu1-
me 10 a campaign. but !or rewa ramg thf 
110vernor through a real estate venture 
called Whuewaier... he chafle0 m an 
mrerv,ew on Nauonal Public Radio last 
week. "The 1mpropne1y 1s extraordanary. 
Whether 11 roes oeyond 1he kmd of civil--
remedy 10 the cnmmaJ d1mens1on 1s one or 
the great questions." 

Mr. Leach say, that his reference to 
possible criminal activity stems from a 
referral that the Resolution Trust Corp .. 
the agency that cleans up failed S&U. 
made to the Justice DepartmenL In seek• 
mg a cnmmat probe or activities by Madi· 
son Guaranty, the RTC mentioned deal· 
angs betwttn the thrift and Bill and Hillary 
Rodham Clinton. acconhng to reports. 

.\Ir. Leach calls the menuon or a presi­
dent m a criminal referral "close to un• 
precedented." But immediately after rais­
ing the possibUity of cnmtnaliry by the 
president. he retreats behind a cunain of 
respect. "Even lf there is a breach In the 
law, civ\l remedies should be punued," he 
says. "Thls is an lssu! that could embar­
rass a sirolllcant political player. but the 
presu1ency ltsell Isn't in Jeopanly." 
Wanied of Thrift Debacle 

The last time Mr. Leach achieved suc.h 
national prominenc:t was in the late 1980s, 
when he warned or the pendlnr c:ollaple of 
the savmp·and•loan industry, a debade 
he blames partly on the political control of 
the regulatory srstem. Now, he womes 
that a Clinton admllllstratton propoa.J 10 
consolidate bank reruta10n would allow 
the White House 10 control banll SUpervi· 
s1on. Thus. it's appropnate to look at how 
Gov. Clinton dealt With bank rerutators m 
Arkansas . he says. 

The president has steadfastly mun­
tamed his innocence or any wrongdoing. 
and James McDougal, the former owner of 
~tadlson Guaranry and the Clmtons pan­
ner in Whitewater. was acqUltted in 1990 or 
federal charges of vtolatlnJ banking law. 

"There has been no evidence of cnmm· 
ahry. and 1t there were any cnmmal acts 
commuted. they were commuted dunng 
tne presidencies of Ronald Reagan and 
George Bush" and left unprosecuted, sa~ 
Rep. Frank. He predicts that the Madison 
Guaranty arrair Will fade away shonl)' 
after Congress re-enacts an expired la,.· 
allowing Ille couns 10 appomt special pros­
ecutors: he expresses confidence that an 
·nvesuirauon by a coun·appomted ofhc1al 
would qwckly exonerate Mr. and Mrs . 
c11n1on of any charJes. 

~tr. Leach. though. ms1sts there·s no 
way or 1enowing that now. "We have an 
mrormauonal gap here." he says. " II the 
orner side wants to say that any suggesuon 
or impropnery 1s unfair. au 11 has to do 1s 
malte au records avutable to disprove the 
cnarge, and they're refusing to do this. U 
tnere 1s nolhmg wrong. why are they 
h1dmg7· 
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Chronology of Whitewa :er a 1d Interlocking Eve 1ts ✓ 
Spt'1.·f•l•o·11 ... Nc-w"t'u1k 111, ... , 

WASHINGTON, Jan. 12- Thc cven1s lhal 
prompted Presklenl Clinton 10 call today for 
lhe appointment of a special counsel have · 
their roo1s in the polilical and business rela• 
1ionships Mr. Clinton forged more than a , 
decade ai;o as a young Arkansas politlclan. 

Whal follows is a chronology of how his 
investments and lhose relationships were a 
counlerpoint to Mr. Clinton's rise as a s1ar on 
lhe na1lonal polltical scene. 

1978-79 The Whitewater Devclupmeni Cor• 
pol'at ion is found«I and buys 200 acres of 
land in 1he Ozarks wilh $200,000 borrowed 
from banks. Parlners are Bill Clin1on. who is 
a1 lhal lime Arkansas Atlorney General; 
Hillary Rudham Clln1on ; James 8 . McDou­
gal, a friend of Mr. Clin1011 from their days as 
aides 10 Senator J. William Fulbrighl of 
Arkansas, and Susan McDougal. a real esiate 
broker who Is Mr. McDougal's wife. The 
McOougals are corpora1e office,·s, and the 
Ctin1ons are shareholders, en1i1tetl to an 
equal splil on any prollls !hough they wound 
up contrihullng sigmllca111ty less 10 the ven• 
1ure 1han t.he McOougals. The plan is lo 
subdivide 1he land anti sell lots for vacalion 
hOmes. 
1980 Mr. Clinlon ts Gowrnor, having been 
etec1ed In November 1978. Mr. McDougal, an 
aide to him, leaves state governmenl and 
buys Madison Bank and Trusl In Kingston, 
Ark . The bank lends Mrs. Clinton $30,000 for 
Whi1ewa1er business, The money is borrowed 
by her, nol Whitewater, because banking 
rules make it difficull for owners of banks 10 
tend money to lhemsctvcs or 1hclr business 
ventures. 
1982 Mr. McDougal buys Madisu11 Guaranty 
Sav,ngs and Loan Assoch,tion, a srnall instl• 
11uion wilh assels of $3 million. 

Whilewa1er tnes 10 sell tantl 1>111 finds few 
lakers. 

1984 Fcueral rcgulalOrs clc111antl special re• 
view of Madison Gua.-anly, Fe<.leral bank 
re<·ords show, alter lcarnini; 1ha1 Mr. McDou• 
gal had shifted five batl loans from his bank 
to his s.ivings and loan on 1he eve of an audit. 
Federal Home Loan llank of Dallas, which 
rcgulales savings anti loans in lhe sou1hwest 

region, issues a conlidc111ial rcpor1 thal crlli· 
cl:res Madison Guaranty for lack of capilal 
and for loans to Insiders ; Madison Guaranly 
promises to comply with the law and regula­
tions In the future. 

Whitewater Is perml11ed overdrafts on ils 
checking account at Madlscn Guaranty. In 
1984-85, Whltewa1er makes payments on a 
$20,000 loan thal Bill Clinton had taken at 
another Arkansas bank, yet the Cllntons er• 
roneousty claim the paymen1s as an lnteresl 
deduclion on their tax returns. They tater 
blame 1heir accoonlants for lhe mistake. 
FALL 1984 The Clinlons borrow $50,000 from 
another bank, owned by an a ide, to help 
finance Mr. Clin1on's campaign for re-e tec• 
lion as governor. They are personally liable 
for repayment of the loan, which Is the sole 
debt of the 1984 campaign. 
SPRING 1985 Mr. McDougal sponsors a 
fund-raising event to help retire the $50,000 
loan and deposits about $35,000 in the Clln• 
tons' campaign account. Investigators now 
suspecl that some of this money was diverted 
from Madison Guaranty and have formally 
asked lhe Justice Department to look further 
Into U1e mailer. Soon alter the fund-raising 
event, Mrs. Clinton, acting as the lawyer for 
Madison Guaran1y, urges s ta le regula1ors 10 
approve a novel plan for selling preferred 
stock. State officials approve the plan, but it 
Is never carried ooL 

Sates of Whilewa1er tois proceed slowly, 
and lhe company trades 11s remaining land 
for an a irplane valued at about $30,000. Mr. 
McDougal, in 1urn, sells the airplane 10 Se1h 
Ward, father-in-law of Webs1er L. Hubbell, a 
partner with Mrs. Clinton in the Rose law 
firm and now Associate Attorney General. 
EARLY 1911 Federal examiners are again 
reviewing records at Madison Guaran1y. Ac• 
cording to David Hale, a former municipal 
judge in L11lle Rock, Ark., Mr. McDougal and 
Mr. Clh1lon press him to lend them money 
from his federally backed company, Capital• 
Management Services Inc., to "clean up" 
Madison Guaranty's books. Allhough C:api· 
tal-Managemenl's money was supposed 10 he 
for disadvanlaged entrepreneurs, Mr. Hale 
approves a $300,000 loan 10 Mrs. McDougul. 
Mr. Clinton and Mr. McDougal deny pressing 

Mr. llalc 10 proceed with Ille loan, which was 
never repaid. 
5UMMER.f'AU. 1916 Federal reguta1ors re· 
move Mr. McDougal from control of Madison 
Guaranty and issue a confklenllal report 
detailing numerous possible vlolallons of Ille 
law by the savings and loan. Whiiew.iter 

'boui;ht a $550,000 parcel of land from the 
International Paper Company with a down­
payment of $110,000, apparently using some 
of 1he $300,000 tha1 had been lent Mrs. 
McDougal. Two rnon1hs ta1er, the land was 
transferred to anolher McOougat,relatetl en• 
tity. That company failed to make lhe pay• 
men1s, and lnterna1ional Paper eventually 
foreclosed on the properly. 

1987 Mr. McDougal says 1ha1 at Mrs. Cli11• 
ton's requt'Sl all records on Whitewater were 
delivered to the Governor's Mansion in Uule 
Rock ; the Clln1ons say they do not have 1he 
files. 

1989 Federal reguta1ors take conirol of 
Madison Guaranty, and Mr. McDougal is 
Indicted for bank fraud. In trying to recover 
money lost In the collapse of the federally 
Insured associallon, lhe regulators hire the 
Rose law firm, which had earlier represenlcd 
Madison Guaranty. 
1990 Mr. McDougal is ucquit1etl on charges 
of bank fraud. 

MARCH 1992 Mr. Clinton is running for 
Pn.-sldent, and the first news account aboul 
Whitewater appears. The Clinton campaign 
denies 1ha1 Mr. McDougal subsidized While• 
waler with money from his savings and loan. 
A Denver lawyer and friend of 1he Cllntons, 
James Lyons, Is hired by the campaign to 
prepare a summary of Whitewater's fl• 
nances, It concludes that lhe Cllntons pul In 
$68,800 and the McDougals pul In $92,200. Mr. 
McDougal has since asserted that the Clin• 
tons lost much less than the amount report. 

FALL 1992 The Resotu1ion Trusl Corpora­
tion, the Federal agency charged wilh d ispos­
ing of the assets of failed savings lnslltutlons, 
asks the J'!stlce Department to lake another 
look al Madison Guaranty, parllcularty a1 the 
overdrafts It allowed Whi1ewater and other 

Mt:Uou,gal-rc latc tJ venture:;. llol lhe depart· 
ment is reluctant to begin an lnve.stlgation 
that could be seen as a polilical auack by lhe 
Bush Admlnistralion on Mr. Ctinion. 

In December, Mr. McDougal buys OUI lhe 
Clin1ons' remaining in1eres1 In Whilewa1er. 
Their lawyer Is Vinccnl W. Foster J r., an• 
olhcr par1ner In 1he Rnse firrn. 
JULY 20, 1993 Fede r.ti invcs1lga1ors search 
the Little Rock offices of David Hate in an 
unrelaled inquiry ln10 misuse of his lending 
company. The same tlay, Mr. Fosler, now 
depuly While House counsel, commils sui­
cide. While House aides remove Whitewater 
files lrom Mr. Fosler's desk, a facl 1ha1 did 
no1 become known 11n1il la1e 1993. 

Mr. McL>ougal has said 1hat in 1hc weeks 
before Mr. Fosler killed himself he tele· 
phoned Mr. Fosler's office to ask for addi• 
tional Whi1ewa1e r documenis and lax 
records. Some records were subsequenlly 
provided to Mr. McDougal. 

FALL 1993 The Rcsolulion Trusl Corporation 
prepares a broader request for possible 
criminal inquiry into Madison Guaranly. It 
men1ions Bill and Hillary Clinlon and I races 
lhe flow of rnoncy in 1!185 from Madison 
Guaranty 10 Mr. Clin1on's rc-etec1ion cam• 
paign account. The repol'I is sent to the 
United Slates Allorncy in Llt1le Rock, a Clln• 
ton appointee namc<.I Paula J . Casey. Ms. 
Casey, a former law s1uden1 of bolh Mr. and 
Mrs. Clinton, soon recuses herself from lhe 
case. She is replaced by a team uf Jus1ice 
Department prosecuiurs !rum Washinglon. 

DECEMBER 1993 The Juslice Deparlmen1 
Investigation inlo Mr. Fuslcr's death seeks 
lhe Whilewatcr Ille that was taken from his 
offices. The White House publicly acknuwl• 
edges for first 1ime that documents were 
removed. It says 1hey will be 1urned over 10 
lnves1iga1ors but asks for u subpoena , which 
suhjects anyone whn discloses lhem 10 lhc 
press 10 possible prosccullon. The While 
House resisls calls 10 rnakc Whi1ewa1er doc11-
mcn1s available 10 1111, press and the public. 

JAN. 12, 1994 l'rcs11lcnt Clinwn asks A11m·· 
ney General Janet Reno 10 name a special 
counsel to invesligate Whi1ewa1er. 
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Papers fro"}Foster's office draw 
missing midia into Whitewater 
By Joyce Price 
TM( ._..,.HlTON TIWCI 

cause it developed that a file relating 
to Whitewater had been relllOYCd 
from the office of White House coon-

The Whitewater-Madison contro- se.l Vincent Foster after he c:ommit-
versy, ignored by most of the media ted suicide last July." 
until recently, has become the hot- The Washington Times' Jerry 
test story around. Seper broke the story Dec. 20 about 

It's on the front pages of daily the removal of the Whitewater files 
newspapers. a staple on lhe niahtly from Mr. f"oster's office. Media ICl\l· 
network news shows, and thesubject tlllY of Whitewater and Maditon has 
of lengthy articles in this week's is- since intensified. 
sues of Time and Newsweek. "A story isn't really big until tele-

But a month ago, a person would vision picks it up, and tclevuion dis• 
have been hard pressed 10 find any covered this story around Christ• 
repons about the Whitewater Devel· mastime," said Robert Lichter, 
opment Col'll.. a failed Arkansas founder and co-director or the Cen-
i.nd deal in which lhe Cllntons in• ter for Media and Public Alfalrs. 
vested, or Madison Guaranty Sav- He said most news orcanizalions 
ings and Loan Association, a failed icnc,red the story because "it's com-
thrift owned by Whi1ewa1er panner pllcated and esoteric and it didn't 
James B. McDou1al. seem to lead anywhere." 

Beforelastmonlh,onlyTheWash· " Whal killed lhe sU>ry for many 
ington Times and The Was hington news organizations was that lhey 
Post had reported regularly on lhe (the Cllntons) said lhey lost money 
crowing controvers}{ and nobody calned." he said. 

The Washington newspapers ex• "So if nobody gained, why don't 
posed details in lhe matter after the lhey want to talk about it? A cover-up 
disclosure in October that lhe Res• or higher-ups is sugcested. ... When 
olutlon 'Ihlst Col'll,, the federal ii became a White House cover-up 
aaency that dispose, of failed S&I..a. story, television latched onto iL" 
had asked lhe Justice Department to Uke Time's Mr. Church, Mr. Uch• 
investigate Madison Guaranty. ter said lhe report that files were 

As Time writer Georae Church removed from Mr. Foster's olfice 
says this week in • Searchina for the was lhe catalyst for wide coverage of 
Missing Pieces," the magazine's Whitewater and Madison. 
four-page report: "The preu and Tim Graham, the associate editor 
television paid almost no attention or MediAWatch, a conservative me-
unlit recently and lhen laraely be- dla watchdoe newsletter, said lhe 

r 

Clintons can thank the "1\-ooper• 
gate" scandal for ·aenina White­
water on television." 

Networit reponers played clown 
two Arkansas state troopers' accusa­
tions of womanizina by President 
Clinton and pointed 10 lhe Whlte­
water-Madlaon controversy as an is­
sue that wan.nted closer scrutiny. 
he said. 

Mr. Graham dismissed argu• 
ments that lhe controversy's com­
plexity waa • najor reuon the me­
dia icnc,red IL " lran-<:ontra was 
compligited, but that didn't stop any• 
body:' he said. 

Katherine McQuay, spokeswoman 
for NBC-TY, said ber netWOrit aired 
repon.s on Whitewater and Madiaon 
"aoinabacktoSeptember ... but no­
body wu payina attendoo." 

But Mr. Graham said he has 
trllCked media coveraae of White­
water and Madison and that NBC 
"did its rint IIOry on Whitewater No­
wmber 11. That wa, 12 days alter 
The WashJnaton Post" reported the 
RTC n,queat ror a probeotMadilon. 

It WU a1,o sew:n days after The 
Times reported that the ClinlDIII 
wereactivepannen in Whltewater'a 
management and that Hillary Rod­
ham Clinllln had .ouaht ~ ol 11· 
tomey over lhe venture. The Clin· 1 
ions had said they were only passive 
partnera in the deal 
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How Bad Is It? 
Whitewater: Clinton denies any impropriety in his land deal - but the 
investigation is only beginning. and there are many unanswered questions 

H 
ERF: WF. C.0 AC.-\I S . IS YF.T 1\SOT!{· 

er e.xample of the Beltway's taste 
for murky melodrama, a sitting 
president is being drawn into 

what would seem to be a major 
scandal. Remember Watergate, Iran-con· 
tra and BCCl9 :\nvone ior another October 
Surprise? Round ~p the witnesses. cue the 
special prosecutor. 

It is probably inevitable that the word 
"Whitewater:· which refers to a picayune 
and almost comicallv unsuccessful Ozarks 
real-estate de\'elop~ent that invol\'ed Bill 
and Hillary Clinton. is now being trans· 
formed into "Whitewatergate." This is 
something to set the journalistic pack howl­
ing and, probably. generate gobs of legal 
fees. It is al so a moment of 
gleeful opponunil\' for the Oth­
er Party. and some Republicans 
have actuallv staned mutter• 
ing about ~peachmenl. What 
did he know and when did he 
know it - and what. bv the wa\'. 
about her? Specificaliy. did the 
president of the United States 
or his wife engage in any kind 
of criminal behavior? Did thev 
profit by others· losses. act im• 
properly. abuse the public trust , 
cross some ethical line? Broad­
ly (and resentfully) the Clintons 
say no. and the press and public 
cannot know otherv.ise now. 
Bui the de,·il 1s alwa"s m the 
details. and \\'h11e,~·a1e rga1e 
has lots of I hem - tum•. com• 
plicated. nu1ball details that 
imply wrongdoing b_,. somebody. 
And there's traged_,·- 1he une.,­
plained suicide of \\'hire House 
Deputy Counsel \'incent Foster 
last July. If Foster. who among 
other duties had handled the 
Clinton, file on \\'ht1ewa1er. 
killed himself because 01 some 
connection 10 the 1m·es1iga­
tion. Whitcwa1cr~a1e must be 
senous mderd. u;,, there is no 
e,·idenre so tar that \\'hi1~­
water prcc,p11a1cd Fosters sui­
cide-and none wha1c"er tho: 
the Clmtons d ,d a m1hmg se n • 
ously \\TOne · 

t.U,C),\\1\1 ~~\•\J , .,, "'' 
'"i..,,,,, , ,t,1,11 !<\I• '" .. ,,., .,. 
I ,1•u I lllu,, .. ,,, · 

Who is James McDougal? 

You CAN'T UNDl::RSTAS'O WHJTFWATf. U 

without understanding L111l e Rock m 
the roaring ·sos. These were good 

times in this clubby. tightl_v v.ired political 
town. The deregulation of the U.S. savtngs 
and loan industrv, combined v.i th a local 
boom in the bond-peddling business. kept 
the banks and lawyers jumping. Some peo­
ple got very rich very quickly-and one of 
those who did, and did ii with brio, was 
James McDougal. a sman. politieall_v con· 
nected guy who had earl_v on befriended 
\Villiarn Jefferson Clinton and his lawver 
wife. Hillary. McDougal had briefly served 
on Clinton·s staff when Bill was first elect· 

ed governor of :\rKans.L>. and tncri ten stat~· 
2overnmtnt to pursue a tonune in oa.muns;! 
;,·hen Bill lost the cleftu>n of 19~l! • 

Dunn~ Clmton·s nrst 1enn as 20,·emor. 
McDougal acqu ired 3 small bans-in nonh· 
eastern Arl<ansas and m 19S2 bou2h1 control­
ling interest in a mom-and-pop sanngs and 
loan called Madi son Guarantv. O,·erthe ne,1 
three vears. Madison Guarantv became the 
springboard 10 financial succes·s for Mc Dou· 
gal and his wife. Susan: in 1986. due 10 intensi­
fying pressure from iederal reiulators. 11 also 
became his downfall. In l9S9 Mad ,son Guar­
anty did a $4 i million bell~·-flop into the arms 
of the Resolution Trust Corp .. the federal 
agency created to mana2e the SC-L ens,s. and 
McDougal was prosecuted m iederal court 



for his part in the debacle. He was acquitted 
in 1990. but by then he and Susan had sepa · 
rated. He went bad to southern Arlcansas. 
and she moved on to the West Coast ar,d a 
fmanc:ial dispute with Zubin Mehta. the dis­
tinguished classical conductor. McDougal. 
who suffers from manic episodes. is in tough 
shape psychologicall_v and nearly broke to­
day. Susan McDougal JS now bemg sued b_v 
Mehta and his wife for allegedl_v embezzlmg 
S188,000. a charge which she has denied 

What's Whitewater? 

B
ILL AND HILLARY BECAM E EQUA L 

partners with James McDougal and his 
wife. Susan. in Whitewater Develop­

ment Corp. in 19i6- though the Clinton, 
never invested as much as the McDou· 
gals did. Whitewater "'-as an a11emp1 w 
build down-market reurement and ,·acat1on 
homes on 230 acres of land alon2 the Wh,1c 
Rive.r in northern Arkansas. Shak1h· fi· 
nanced aad indllferenth· mana!!ed. the·,•en· 
ture never reallv clicked. and the Chnton< 
say they lost S68.900 before thev sold thr,r 
stake back to McDoupl (for a 1011"· S1.000· 
in 1992. But It was hard to tell when· 
Whitewater ended and Madison Guarani, 
began. and in,·estigators are still trvmg 1;, 
determine whether 1hc p:11tnersh1p pla_,·rd 
any signifu:ant role ,n the collapse 111 
the S&L The answer. on the baMs of 1h»11· 
sands of pages of regulaiorv records r.-

r 11V"11 ~ 1u -, ..... .. HfHII .. . . . . , . .. ...... •·••• · •·--. 

leased bv Arkansas officials last week. 1s no 
White ... ·atcr was nc\'er more than a small 
part of McDougal s wobbl:v empue and 1hr 
bank regulators rarelv u· e\'er mentioned 1t 

in the,r repons on Madison (.;uaran1;v. Ri· 
1965. when the Whitewater ,-enrure had 
played out. l\lcDougal apparenth· traded 
the rcma,nmg land tor part -time usr 
of a two-engine Piper Seminole. L,ke man~· 
of McDougal s alfa,r,. th,, o,.,i wa, 
weirdh· complicated-but he <ccrn< 10 ha,·,· 
traded awav the CLnton< mtere,1 alon( 
... ;1h his own 

What was the Clintons' role? 

L
IT~ ~10 \ ' f o, O S F or TJU- (Jt' I \ 1' J(), .. 

Hut ronc-t"m< 1nvc-st1e:u on ano rd11<, .. :­
a) wri1rrc; now ,, ,._,•hetn,:r Lhn1on or 

his \.\1ie. dunnQ 1hr1r vran, in lnl' ~,we: · 
nor\ mansa•n did anvtnine hl th!11 thr-:~ 
old m end ~lcl)uu~.,I , c,·p ~laa.-,,11 l,ua· 
an1_,. afloat. Aiter all. Bill a, ~'"·rrnnr w ,,, 
m a penr-c1 pos1t1nn 10 .._rro st.111• rr \l:ui.,· 
1ors off ~klJou2..Js b:ici. . a11ci H,11.,r. ,., • 
pannrr in the Ho,t· L.,,, I-arm. th,11 0.1,11,,!! 

ol 1hC' ,\rkansa.s lt\ta l e ~1.1 hli ,nmt·1u . wa~ 1:, 
.i ~re.u pos111on 10 hc·rp :\J111rna.:h 1i'w Cin 

tons aµin sa_v no. the answers 
are less cenain here. It is a fact 
that Hillarv 1n 19S5 represent· 
ed Mad ison Guarantv in a suc­
ressfi.J attempt to ' persuade 
state officials to let lhe thrift 
raise cash bv selLng preierrt'd 
stock. This was at a lime when 
McDougal was trying to keep 
state and feder.u regulators 
at bay. II 1s also a iact thaJ 
Madison Guaranty paid the -
Rose law Firm a S2.000-a· 
month advance against semces 
10 be performed. and that 
McDougal has told reponers 
he hired the fum aher Bill com· 
plained about the state of the 
Clintons' finances. McDougal 
said las, week he regarded 
the bank's relation.ship with 
the Rose fum as "g,vrng 
a friend's wife some work " 
Asked whether the arrang..­
ment nught not have been map­
propnate. he said. 'Tm no1 
teaching ethics this semester.·· 

Wone vet. Beverlv Bassett. a 
pro1eg; of Bill's who was then 
serving as the Arkansas commis­
sioner of secunues. approvt'd 
the concept of the stock plan u, ~ 
'"Dear Hillary" letter that sug­
gests cozy familiarlt_v. Here is a 
state regulator- an appoinleeof 
the governor-telling the gover­
nor's ..,,fe that their friend 
McDougal could use a novel arr 
proach 10 r.use cash for hi.s trou· 
bled thrift. State records include 

a handvmncn note 10 Jlasscfl from a subor· 
dmaie ques1iorung whether A.rltansos Ja..,· 
allowed thnlts 10 seU preierred stock to the 
public. llasse11 O\'CrTode the ques11on, bu1 m 
an 1nter\1ew with Nr wsw EFK she said 1hr 
staff fmallv conrul'Tt'd ,n her decision 10 pt'r· 
rn,t the stock offenng 

The stock sale nt\'er happened. and Ba,· 
sen cJa,med she did not know at the t1mr 
that 1he Chn1ons and the McDou11als wen• 
pannrrs 1n WhuewatPr Morr · broad!_, 
!-3~·• bruce Lmdse;v. one of Clinton s senior 
ad,.,.,.,_ "there 1s no endence that Iba~ · 
sett] did anvthm~ that could be cons,dcn·tl 
t;tom~ ~A<,· on Madison ·· 

D,d otncr rcizwator, - state or ,·ederal -
~o eaw on Madison Cuar:lnt,·? The emel')! · 
m~ record of stale and fedcr.11 re1ZUl,1· 
tors a11rmp1 s to crack dnwn on Madison 
l ,uarani-. •l rcplNt wuh cn11cal lindm2s on 
ms,ocr 1oans and undrres11ma1cd hab,1· 
111cs. and 11 ,nil take months 10 son out all 
the allrll,\11ons. 8 111 smre there were h1111 · 
areci, 01 troubled Sl-Ls all across the coun· 
,,,. 011hat 11me. and since 11 took three vcar, 
111r ~lad1son Guanntv 10 i:.11I. the oueM1t,11 .. 
awut tnc rero.lator) · cond11c1 at 1~1< pomL 
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seem to involve issues of judgment. timing 
and tactics. rather than favoritism or impro­
pnety. Tltis is Lindsey's argumenL Buse", 
he savs, was scriouslv concerned about 
111adiron Guarantv in i986 and was work­
ing to amange a iakeover by FSLIC. the 
Federal SaV1ngs and Loan Insurance Cor· 
poration. That way. he says. customers 
could more quickly recoup their losses from 
federal deposit insurance than if the regula­
tors simpi_v waited for the bank to collapse. 
.. She was JUSt trying to protect depositors." 
Lindsev said. 

The ~11cluer issue ,s whether Hillarv. bv 
agreeing to represent Madison Gu.ananty. 
was implicitly trading on her relationship 
with Bill. How could Basse" not be influ­
enced bv the intervention of her boss's 
wife? Lindsey says .. Hillary·s involvement 
was not s1gnif,cant·· and say, he does not 
think ··there was any conflict or anything 
improper" in her conduct. Besides. LindJey 
says. nothing ever happened with the stock 
plan. The bottom line here. it would seem. 
is an issue of legal ethics rather than some 
violation of law- and Little Rock. with its 
tightly interconnected legal and political 
elites. looks at ethics somewhat differently 
from the way it's taught in law school. 

Were funds diverted? 

B
UT THE INFERNAL DETAILS KEEP ON 

coming, One involves a 1985 political 
fund raiser at Madison Guaranty·• of­

fice in Little Rock. McDougal staged the 
party as a favor to Bill Clinton, who 
was trying to pay down debts from his 1984 
gubernatorial campaign. lt neued $30.000. 
including Sl.2.000 in checks from Madi· 
son Guaranty. According to news accounts, 
investigators are still trying to determine 
whether any of that money came from an 
estimated S2SO,OOO in business loans that 
regulators suspected were improperly di­
verted from the bank. McDougal has de­
nied wrongdoing. and Lindsey said that 
Clinton could not know where the money 
came from. 

Then there·s the case of David Hale. a 
former municipal judge in Little Rock who 
started an investment fmn of his own. 
HaJe·s company specialized in wriung 
loans for the disadvantaged that were guar· 
anteed bv the Small Business Administra· 
lion. and° he was indicted by a federal grand 
jury ,n Little Rock last year for allegedly 
defrauding the SBA. In 1986 HaJe·s compa­
ny loaned S300.000 to a company called 
Master Mmeting. whose president was 
Susan McDougal. Jim McDougal adnuts 
some of I he monev went to a land deal 
involving Wh11ewaicr, but the Clintons say 
they ne"er knew about it. Hale. who is 
awanmg tnal on the unrelated SBA case. 
has tned 10 negotiate a plea with federal 
prosecu1ors bJ· offering testimonv on 
McDou[!al·s fmancial maclunauons, H~ 
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say, he loaned the money to Susan Mc Dou· 
gal after Bill Clinton personally asked him 
to help. Clinton denies this -and it is only 
falr to point out that Hale has an ax to grind. 

What did Foster know? 

M
cDOVCAL WAS roRCED OUT OF MAD· 
ison Guaranty in 1986. and RTC took 
over the bank three vears later. The 

Feds had another failed thrift with a portfo· 
lio of overvalued assets and the iaxpayers. 

FOLLOW THE ALES 

Attomev General Janet Reno. handled I 
case fo~ the FDIC-despue the fact ti 
Hubbell's fa1htr•1n·law had bttn an exc, 
ti\'e with a Madison Guaramv subsidir, 
and had extensi,·e deal1n2s w1ih 1he bani 

Hubbell sa,·s he ,ruonnrd FOIC oft 
potential conil,c1 oi 1n1eres1 The suH " 
settled for SI m.uuon, far less than the $• 
million the FDIC hopeo 10 cuUect ire 
Frost. Hubbell has d,soua.Wied !urns, 
from the J usuce Deoartmem s on2omg l 

"esu,zauon oi tiic '.lo1ad1s• 
Guarani\· scandal ::,o nas 1. 

Deep Throat's dictum was ... follow the money ... 
But with Whitewater. it's the documents: 

t:.S. att~mcv in Lmle Roe 
Paula Cascv: who ,s a form, 
law-school siucien1 of Clinton· 

;t 
I ' ~..-' 

t· ·~ ff . 
ill ,. .-..:-. 
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1987: The McDoueals say they ,enl all the 
Wholewater t,lcs to the Cl1ntons. who don't recall 
ask1n2 tor or rccc1v1nr. them. A year later, H,llary 
asks tor power of allorney to manage Whitewater. 
f3ll 1991: Betsey Wright stores many Clinton busi- · 
ncss papers 1n vault at campa1cn headquarters. 

July 22. 1993: r .. o days alter the suicide al foster 
, above 1. Bernard Nussbaum sh ips Wh1lewalcr 
hies lrom Foster's 0ll1ce lo Clinton lawyers 
December 1993: Clinton •~recs lo turn over fos ­
lcr·s toles "voluntaroly," even as a subpoena ,s 

bc1n2 prepared. 
Jan. 2-3. 199~: Whole House aides say they've 
turned over the Illes. The next day. they confess ii 
w,11 be a "couple ol weeks ... 

Jan. 5, 1994: The liles, ii is revealed, have been 
subpoenaed-and therefore arc scaled. 

Which bnngr us 10 ti 
saddest and mos1 mys11fying e 
ement in the Wlutewater imbn 
gl,o-V'incc Foster s suicid, 
Foster shot lurnseli on July 2 
in a deserted park across th 
Potomac Rwer from Washin~ 
ton: no one reallv knows wh· 
But he was the keeper < 
the Clintons' Whi1ewater file 
and he probablv knew that th 
Madison Guarantv mvesug:, 
lion was gathcnng momcntun: 
In fact. RTC exanuners wer, 
puslung 1M Justice ~partmen 
to open a cnminal 1nves11gatio1 
of the bank·s collapse. and th, 
FBI obwned a wamant t< 
search David Hales Lmle Roel 
office for endence on 1he da, 
F~ter lril led lumself. The,; 
mav be no connecoon: Wlutc 
House officials sav that Fostei 
didn·t know abo~t the FBrs 
planned raid. 

White House Counsel Ber· 
nae Nussbaum found the 
Whi1ewater file in Fos1er's of­
fice two da\'S la1cr and sent it 
to \~illiams and Connollv. the 
law nrm tha1 rcprcseni's the 
Clin1on iamih On Chnsimas 
E,·e 1he nle w3s suopoen:ied b~­
• ieder:ii ,irand Ju:-:· Does u 
conuun a sml',kin~ stun'• Proba -
bl" no1 I.Jno <c, and other 
\\:hit<' Hou\\' ctmrs m:11ntam 

as usual. were left holding the bag. Another 
strange wrinkle appeared during the mop­
ping-up. and it invol"ed two more fOBs ­
Vmcent Foster and Webs1er Hubbell. bo1h 
panncrs in the Rose Law Finn. Tlus epo· 
sode began when the Federal ~posu In· 
surance Corporation decided 10 sue an ac· 
ro•anting firm, Frost & Co.. which haci 
audited Madison Guarani,· Fos1cr IATC>l f' 

FDIC to sol1c1t business. and Rose wound 
up representing FDIC ,n the suH •~am<i 
Frost & Co. Webb Hubbell. who m12rated 

that Bill and H1llarv ne\'er haci much docu• 
mentataon for 1hrir d1!-.,pPOmll112 IOIOI 
venture " ·uh :'-lcDoue,u anrt \lr!Joueai 
sav, the records or n1'- ck.tHn.: .. ' " 1th lhr 
Ciinlons C1x1.;1 cnt1rriv Iii hi, nr.,d ::,t ill. thf' 
whttl.s of JUSI 1c·t" haq• n("\!Un 10 1 urn and 
ma_v lead to 1he appom1mtn1 ,,, a ,pccial 
prosecutor m tn._• monm, !If t.·,n1w Fo: 
bct1l'r C'lr wor<-c:- 1hr \\'tntt \' .,•f•r -.1 orv ,~ 
onh· bc1t1nnmc - and no\\ u , .. n.,ndleC 
co~ld he 1us1 a~ oanQ.nuu, 1, 1 Cim1C'ln a~ 
1he iacts of 1he 1.,Mltd C3><' 

to \\'a.shington with his 1nend 8 1JI and t\ ··,1,,. ... 111,0 ,.,,111-:,m, ~. ~ ·· h- -~ , .. ..-. 

now 1he numbcr-1hreeman:n lus11ccunarr ,,. \\a"""""'•on.c 1,.,, ~lt,11 ,. ,, ,,, · , , .. )o~, 



With Political Connections, Arliansas 
... _e~AI ·s&L Lived and Died ' 

With 1wnboJmt ~ts and I iDl's board in micl-1986 under fore state otfic:ials appointed by her 
risky leoding, ~ Guaranty bid pteasure from fedenl regulators. husband. 
tnmfonned itself by 1985 into one ot · t\aiq McDougal'& three yw-s as '1 have tried to avoid such in• 
Arbnsu' luaest and ID05t politically owner. the insutution with S6 mil· Yl>lfflneat and cannot recall any 
connected savinp and loans. lioa in deposits and a tiny loan . insWce other than the Madison 

Maclilon'1 OWDa', James McDougal, poitfolio bad mushroomed in ~ . Guannty matter in wbic.b I bad any 
bad a~ as cmlcmen the~ of tci deposits ot $123 million. Loans I involvement, and my involvement 
the It.ate I Democ:r:atlC_ estab~nL to officers, directors and related there WU mlnimal," she said. 
McDoupi. aioQa ~ bis then-wife Su- parties had swelled from • , • • 
5111, also wu m a businet& venture with SSOO 000 to s 17 million. Most of Securities Colnm1111oner 
thaKiov BiD Climoo aod bis w 1111- . ' . 
•·- .... .:.. ........ ~ e. t4lt money wu never repaid. However McDou-''s stock pl.an 
- 1 , w..._ WIU • ment corpora• 1be coafluence f ' • "°' 
tioo, known as Whitewater kept a : 0 events tn required the approval of state Se-
checkiilg account at Madison. • 1985, . when McDoupl ~- curities Commissioner lleverly &s· 

But as 1985 bepn, a roadblock ltOOCI ~ -his~ doae basiae:11 and sett Schaffer, a longtime friend of 
in Maclilon'• path. Federal eumiDen pOlitical tJeS to the Clintons, drew the Clintonl and a political suppon-
savtinizins ~ •, boob bad ciisar,- tht attention of in~ from er. Clintoo bad named ber to the 
ered poorly kept ,_., _loam made tbe RelOlutioo Trust Corp. wbea job, which carried respcn11bility for 
~ proper docamesita~ and real Ibey bepn 1mtanliina the affairs ot oveneeinc S&Ls and answered to 
~le_ - ci queanooable 'falue Madiloo, wbicll failed in 1989 at ID the lix-,,enoo state S&L boud, on ~Je:,°M:.:-S;,:-101!" and mimated tupayer cmt ci up to Jan.16, 1985. 
overutendeil'-"---'- -~ 'liO million. Whether Madison tt- Schaffer also wu intimately fa. v, .........,, ~ like a c:ei¥ed favwable treaunent from miliar with some ci ~ •, trou· seashore development on Canada I rod[v . -•· ......,.w __ ._. ___ ,_., . 
coast without 6nt rec:emng the required re•-ton-- ..._.......,y to bles. M I private lawyer, &be had 
approval ci at.ate regulators for a foreicn the ~ of ill eventual llmt• woned for M,da's principal ln1 
invatmenL down-ta among the ~ that I firm along with Jim Guy Tucker. 
"-I Madisco'a many !use loam wil be a:amined by newly ap, Sbe wrote I lmcthY memo to 

durillc that period were aeveral to fi. pointed special coumel Robert B. McDoupl'uttention warning Mad• 
nance III ambitious trailer home and in- F'i:ike Jr. isoD that its inswlment real estate 
dUIUial pule ~ 10 miles 1Mb ci , u1e at the --aiore de,~t in 
~ Rock. Bonowm mcluded McDou- Fllke I IDYeStiptiOII Canada wu operatiftc in violation of 

~~ J:'~~ ~~°';[ : rllke p1w to begin WM in Lit• • the lnten1ate Sales Ao.. ~er. 
and McDoupl's friend, Jim Guy Tucker, tle Rock today on a brold iavesti- wi-_ bc'other wu a key Clinton 
then I lawyer for Madison who now pdon ot Madiai. the Wbitewater . • campallD backer, bu uid ahe bas 
lena U~ IOftfflOr. real estate - and I fecleralJy ,_ met McDocapl and her IP, 

Fedenl euminen concluded in a backed loan tliat - partly uted by . poinunent ~ thea~te job had noth• 
1984 coafidaltial report - to Art.an- W11itewm:r to parc1me Im!. Tbe 1111 to do with MadilaL 
su recuJaton that, while the insdMioo Wbite "- baa Aid Clint.oo was Primuily in charse of pushine 
wu still solvent. its "viability" wa, not inflllwd in cliw!aions •bout : the S&L', cue were YoUDI R 
~ by its "Unsafe and amound" u.e 1om. A fcrmer muaicipaJ jad,e Ln rirm auociate ~ Mll-
btlllllelS practices. And they • ·amed indicted in c:nanection with that loan aer and bis coUeee friend John La-
McDoupl and his boud that 11111m bas cbqed that bis amll basiDea tham. tbe chief ~ otticer o{ 

M,da'1 ftU mam,-ent WU iatatment COIIIIIIDY made a Madilon._ Latham attended I sentS 
strencthtned and S3 million in new cap, S300 ooo loan to Mcl>oupl'a wife ci meetmp witb reswators on 
italwuniledbyl986, whenaammers •s--tromMcDoapland Mada'a bebalf to nqodate de-
woald retllrll, tbe federal ,ovemment the l0ftl1IOI' Fiske alao intacll to Ills of the stock proposal. Weeks 
wowdbeginaaiontocloseitdown. aamine._tbeJulya:ideci , earlier, in Mardi 1985, Gov. Clin• 

So bepn I period of ICRlllblillC by deputy White H0111e coc-' y-111• lOll bad eiffll ~ - in1luence 
1W1180N. ,_ Al c:eat FOlt.ff, wllD llandled the Clin- over S&L re,watioo with an ap, 

Md>oupi to Aft Ill S&L that 1111- r-. 
der bis ownenliip bad applied the 
neipborty ways ot Arkansas life to 
die principles of bich finance. A 
baalier who ltnt milliODs with little 
IIIOft than a budahake and llept 
detailJ ci intricate deala mostly in 
bis lleld. McDoupl lint bired u a 
Madiaon vice president the federal 
emailler, Sanh Wonbam 
Rawmns, who bad prepaml the 
aiticaJ rei,ort. Then be turned to 
tht atate ci Arbnsu for help. 

lose Law Firm Is Hired 
He hired Hillary Rodham Clintoo 

and her influential law firm to push 
a laies ci proposals before Clinton 
administration resuJaton. Madison 
won aute approval to sell preferred 
stock and to market limited part• 
nenbips in ill wky real estate 
prc:tJeCU, plans that eventllally fell 
tbrou&h, 

McDougal's appeals for state 
regulatory excepuons he.lped him 
stay in control of Madison for an• 
other year. while excess,ve lend• 
ing and insider transactions con· 
tmlled. He W11s removed by Mad· 

-.• ~ lepl affairs, bad any pomemmt to the ~ s&L ~ -
ClllllleCtioD to tbele events. M one of five Clinton appointees, 

ID April 1985, 11 be bepa pre- Latham helped oversee the state 
· · .,._ to , .... tell- S&L a,ency and ruled 011 contested 

parme ~ l'llle money VJ O regulatory issues. 
me Madiloa stock. McDou~ be- Clinton appointed Latham. who 
PD PIYIDI Hillary ~ ' ,la• ewntw.Uy bec&me chairman of the 
firm $2,000 a moalll fDr !ti semc_es state baud. although fedenl rea· 
reinaentm1 the S&L m necota- ulaton bad ciud him and oth 
tiam with the aute Securities Com- • . cnu . t r 
. . Citinc independent mexpenenced Madison managers 111 

IDllalG. ID ~u- the 1984 report. Latham pleaded 
dit tbat later~ to be filled with s,iilty in 1989 to falsifying Madiso 
mmeprnentatlolll, the firm won n 
··'-'-·-• for -.1 eel •-'- recx>rds and tW'Ded government 

q....,. ...,..v•- ... ~err s...... witness in a federal bank fraud case 
e:u~ before tried by an Ar· broulbt against McDoupJ for some 

McDoupl said la.ter he decided of bis real estate ~ealings.. McDou-
to hire Hilluy Clinton and the R06e eat was acqwtted m the case. 

Law Firm of Little Rock alter then· A Prececlent•Setting Plan 
Gov. Bill Clinton ioued by Madi• 
son's office one day and dropped in 
to oomplain about money, awn, if 
the banker coulcl drum up some 
busiDeas f« his wife. The Clintons 
that year earned S102.◄92, ...,th 
Hillary Clinton's Rose firm salary 
accoantmaforS55.382, taxrelW'DS 
show. 

Hillary Clintoo. in an 111tetv1ew 
last year. described her legal work 
for Madison in 1985 as limited and 
said she almost never did work be· 

The stock proposal submitted by 
the R06e firm • ·u precedent• 
setting. Thoueh federally chartered 
institutions were pemutted to sell \ ' 
preferred stock, Arkansas S&Ls I 'i 
had never tried such a pl.an, and ,,-
there was some questlon lllitially 
about whether state S&L laws 
would allow it. 

Presented on April 30. 1985, the 
stock plan met with immediate -, 
skepticism unong some regulators , ). 
who were familiar ...,th Madison's 0 
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shaky fimnaal cccwticn. 
1be questlOCI wu: Can they and • on the propoul. No independent 

how could they seU stod< in a failing f lepl Cll)iaioo was IQUlht. however. 
UISllt1lllon? Who would want to buy 'Dur Hilla-' 
11!" recalled Chatlea Handley, a -----''-, ____ _ 
sute regulator US1..-,ed to monitor Ei,bt days later, in a brief letter 
~ Cooamed abM the that btp!I 'Dur Hillary," Sdlaffer 
stoat sale's far-fUclling tepl im• wroce that ahe aecepted the R­
plications, Handley alerted Sc1wfer firm's lepl analysis and would allow 
on M.y 6 and ttCl0IIIIDellde they , the stod< plan to 10 woup. 
seek I lepl opinion before actJn& I Handley says now be does not 

believe that Hillary Clinlca exened 

?\ 
political infJuellce in the a,atter. He 

'\ said be did DOt know anti! late in the 
~ process that the rovemor's wife 

wasimolvedand"ifwebldittodo 
~ over apiD. e_.,.,.. abo,aid baw: 
,._ known that eoinl in." 
~ He said Scbaffer addressed her 
ll! appn,nl letter to llillary Clinton 
j because they were close friends. 
~ But he said she felt strongly that 
., the Rose firm made a convinang 
~ lepl case. "Beverly is I llwyer." he 
.., said. "and she was abo the boss.· 
g: Desi,ne WIM.ing perm,won to 

;: .. , 
j i 
I 
:Iii 

seU stock, the S&L was unable to 
aenente sufficient interest among 
snw:ston IO seU any, state of6cials 
say. Other ))WI$ puslled by the 
Rose firm to market Madiscn se­
curities and seU limited real esute 
l)U!Jlen)ups also leU through. 

Dunng the same penod ~dison 
was -lune help from re.gulators 
•PP0tnled by the governor, McDou• 
1al agreed to a request from Clin• 
ton that he help retire a 1984 cam• 

paign debt. Sources said fede1'21 
iDvesuptors bave been e:aminin, 
a senes of ~daon cuhier's checks 
made out to Clinton or his cuber• 
oatonal camp&1111 that were ga,­
ented 1t an April 4, 1985, Mc:Dou-
1al-tponsored fund.railer for Clio· 
too in MM!ima's lolJbr. CliDloo aed 
the '30,000 in proceeds to help 
repay a penonaJ loan from the Bank 
of a.en,, Valley that he toolt - in 
the fin.al days ol the 1984 ami-,gn. 

CllntH Reconls Sollpt 
A Madison director's 1<X1 ~ 

name is on one of the culiier's 
chedcs said rec:ertly be - made 
any such d0111tion. Justice Depart. 
mem inffsticators haft beran ~ 
poeumc records from Clinton's 
rubernatorial campaips as weU as 
records from the Cherry V~y 
ballk. They are loatioC into wbelh· 
er some ol the money wu illeplly 

di~from ~­
c:attrOlled by McDoupl. 

McDougal bas said be bas DO 

lmotriedge ol Improper cootribu­
tlODS and former Clinton aide Bet• 
sey Wricht, who picked up the mon­
.., nlMd at the Madison flmd. 
raiser, says the governor did not 
atlald the event and would bave no 
ra-tedce o1 mcwar cxmnlM,­
tions. 

FBI ls Alerted 
The RTC bas alao a.lemd the 

FBI to the actmtits of the White­
water cbedtiDc aa:ount at MadiDI. 
which fluc:tuated wildly during the 
mid-19'0s and showed numerous 
tnnsacbonS that baw: DO apparent 
relwoo to the Ozarks real esute 
vaitme, -- say. wiu-ter 
mamuined its priDapal busiDas 
aca>unt It another bank. 

The Clintoos baw: said they were 
only JIIMlft investGn in the land 
de-feloi,a,ent company, wltich they 
f..--.1 with McOoup! and bis wife 
in 1978 after borTowmJ more thall 
$200,000 to 6mnce the purdme ol 
<>-ks l)n)PertY. Clillton ,,u Ar· 
lwms lltomey Seneral I t the time. 

Tbouch they say the investment 
was a lailm-e in wbidl they lost 
$68,900. the Clintons remained IS 
puUIUS in the corporation 
tlin)qboul McDoupl's lep! trou­
bles in the late 1980s and the fail• 
ure ol his banlcin1 and busineu en• 
leri,ritt:L Clinton's state bonkina 
c:ommiuioner has said he .... med 
the IOfffflOC in 1983 that Mcl>ou• 
pl's IClrfities at .-her banlt ~ 
owned, the Bank of KiQgston, could 
nm afoul ol the law. Hillary Clinton 
was a Bank ol Kingston borTower 
,..,_ loan wu refinanced at an• 
other state bank 10011 alter Clinton 
receiYed the wanw,g. 

Account Often Onrclrawn 
Tbe Whitewater aa:ount at Mid• 

ison was often overdraMJ, then 
brOC11hl badt into balance w,th 
larse deposns from other busl· 
nesses, many of them believed to be 
shell <Orl)OralJOlls ccntrelled by 
Mc.Dougal, sources s.ay. 

The day before McDoupl held 
the 1985 Clinton fwld•raiser. for 

example, reco- ~• sbow tbat h 
W1thdrew $30,C?O from White 
water's cbectina acx:ount at Mac 
ison. cauaiog an overdraft of abou 
that -1. Written on the d>e(i 
•m the DOtatioo "loall repaJ'IDelll, 
thouch IOtlfCel llid there were n, 
reairds iDdic:atiDg McDougal bat 
ever made such a loan 10 White­
water. 

A few weeks later. on April 17 
IOUrCCS said, the Whitewater ac­
COWll WU hrcucht back into bat• 
anoe wlleD Madison's real estate 
subsidiary deposited $30,000 in 11. 
Tbe payment was described in bank 
tteerds as pan ol a yearly "l>0Dul" 
10 McOoupl, but ii is DOI dear wlly 
the money - ~ in White­
water's aa:oaat. 

Tbe FBI also 1w subpoen,ed 
records of the former Banlc ol Cher­
ry V.U..,, 'lrhen Whitrwtter bad a 
loan and Clinton also did penonat 
busilles&. Sources tamwu w,th 
Madison records said that about 
SIS.000 in c:heds from the White­
w11er ICCOUllt were sent to the 
Bank of Cherry Valley in lite 1984 
and early 1985, with wntten not.t• 
IIOGI su,aestin1 tbat they were 
used ID maloe paymems on two ~ 
arateioull. 

Recenls Uutailalllt 
M.rice Smith, a 6DaDce official 

foe CliDloa's sat,mlatorial cam­
paip who owned the bank, ~ rec• 
ords OD loan accounts during WI 
time period an: no longer available. 

The Clilltons last year ended 
their Wbltewater investment by 
sdlilJa stod< back ID Md>oupl for 
$1,000. Tu records show they 
baw: not claimed the $68.900 
they say they 1olt in the w:ntutt. 
whidl they sa:, was beea· they 
tried to be cautious in filing their 
retmDL 

Mc.Doupl said recently he does 
not ~ bow the Clintons could 
haw bl wllal they say they spa11 
intlle-..re. Heuyshe c not 
recall them J)IIUinc more than 
$9,000 into the c:orponOOG. 

The federal cowenuoeut tried to 
reclaim eome of iu tosaes m the 
Madison alflir in 1989 .by SWDC 
Madison's auditors, frost & Co., 
foe ~I the S&L's fi. 
nancial c:codition. The frost finll 
woned with the R- Law firm m 
sedliae state approval of Madison's 
stock plan 11 1985. 

Not ream, the Rose firm did 
lep! wwit foe the thrift in 1985, 
the fedenl Depout Insurance 
Corp. hired R- lawyer Webster 
Hubbell to rei,rnent the aovnn­
meat's interest. TIie case was set• 
tied out of court for SI million: the 
R- finll made $400.000 in ltpl 
fttS. 

Hubbe.11, who followed Clinton to 
WasllmitoD and is now associate 
attomey .-,at. bas recused him­
self from the crimlnal invesugation 
of bUdilon's affairs. which 1w fo­
cused pu1ly on busmess dealings 
involving his father•m•law, Ill em• 
ployee of Madison's real esute sub­
sid11ry. Tbe F.DIC is conductmg an 
intemal iDqwry into how the Rose 
finn came to be blred. 

, L{ 
~ 
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., •---- a Whitewate r iKCOWlt at Madison. $70,000. ~vt!ral were written to the Bank familiar wuh the RTC rderrnl. Those cor• nlt'nt rnndusaon that there was "inswflCltllt 

Resolution Trust Corp. illvestiptors ex• 
aminuag I he mid• l 980a affair a al a wled 
Arka~s savinp and loaa found a series ol 
irrrplar t ransactions ill¥OMOC Whitewater 
Development Corp., a compa11y then half. 
ownN by President Clintoa and his wife, 
that tuuested it w.u wed by the Clinlou' 
business partners in a c:heck-kitin1 scbeae 
to drain (Wida from the t.brift. 

The RTC. accordina to doc:unaeaU 1111d 
intemewa with -ca faailiar widi the 
probe, told federal proeecuton IIIQl'e than a 
yur aao Iha& Bill aad Hillay ClintOD 111d 
ocbtr principals ia a dcmll corponliona • 
ina. ~ witla M.- Guaranty Sav­
ina a Loan durias the ... 1NOt oould 
poMibly llaw benefiled fna tlie alletlBd 
acheale, tllOlllh tllere ia ao ffllleoc.e theJ 
had direct knowledge o4 it. 

e.t t1ie aamcy, whida--S the Clint«-' 
buliaeM partKn as w,as ii tlle October 
1992 rdernl to the Juttice ~ . lllid 
harther ilwealiptioll was neede4 to fllld out 

The Justice Oep.utment did not OOlify the of Cherry Valley, where Clinton had a cam- pora11ons were creal~ lt:gally but appeared inform~1ao11• an the first referral to warrant a 
RTC ol its disposition ol that referral wi1il paagn acc:OWlt. Unable to obtua the bank'• lo have no busines& purpo:.c, s.iad a :i()W'Ce b w enfo,ttmmt probe, II.aid sources ~r 
last month, when federal prosecutors ck:· r~-cords. lht- RTC could llOl ck:lernunc: ii the fam,har with the probe. w11h lhe ~ontents ol the lrt1er . 
dined to opea a criminal inquiry. Hut feck:ral chtlcks were ck:poslled an the account. Among the "shell" companies cited in the "This was not a review conducted by Pau-
prOltClllo,s lY¥e decided to act on a sttond, Five ol tbe cht,cks issued by Wlutewa1e.r f1r,;t referral were ¥enl111t!S nanatd "Tuck• b Caloey; said Carl Stern. the Justice l)e. 
more detailed request frOfll the kTC 10 in• aaad 1ocalang RIOft! Ill.In $60,000 were over- er-Smith-McDougal." "Smath-Tucku - partment's duel public affiltrs ~ -
vatipte limiLar alle&ations regardina Mad· drafts that eventually were covered by Mc~ar and a third named "Soulh• "The information should have been COCMIII· 
ilon aad iu owner, James McDoupl. fundii from ocher alleged shell corpo,ations, McDou1a1.• Also cited were two M.id1son nicated 10 1he l<TC monlhs earlit:r .• . . As 

The Clintoas re,eatedly haYe dellied ~ or from M .... financial Corp., the S&L's rul esute vent111es. far as I know. Paula Cai;ey didn' t puticapale 
inc anythinl i111pn,per in connection with wholly owned real est.ate subsidiary. The RTC's initial request for criminal in any ck:cision•nialung." 
Whitewacu 111d )lave eaid that it wu a mon- One $30,000 check was ~ OIi Wbite- investigation ol the S&L's affairs c.une af• The ,iecond RTC reforra l forwarded ear-
ey.._.. illftllaalt 11111 by Md>oupl 111d water'• --- to Mcl>oupl widl the no- ter ii lon1-flllllliq politially seasitive probe ly b s l month included queSIIOIIS about lhe 
bis wife, S.-. tation '1oln repayment,-~ 1011roes ol Madi- and McDouaaJ, a longtime po5Sible diversion ot Madasoa depos1tor 

The RTC'a 6nt crillliaal rdernl lut uid the RTC found no records ol any loaa frietld ol the Clint11111 who, with his wife, funds into acCOWlls at olher i11:st1tut100s 
yar, fi11i111 ..-e 111M 15 paces. outlined from McDoupl. joiot.ly owned the smaU real estate ¥enture maintained by Clinton's 1984 campaign for 
doaem ol iMlaca ol que9Ciouble '-a Tlllt died! mulled ill • ~ that that baa been a ~ souru ot con- reelec1aon as Arkansas governor. 
tranudionl between eeveral Arkansu •• -ed by a depoail ol '30,000 from troveny for the president. Casey last week recused herself from tbe 
.._. 1111d 12 CllJl1IORbOM affilialed oc • MNiloG FiMDcial Corp. (NFC). In April The lint RTC referral wu reviewed by cont111wng investi1a1aon of MadlSOII. A Clin-
•I lluaillaa witll Maliloa. ~ uid. 1985, _.., to S6l cloamenet MfC career ,Jllllice Departmeal olfllCWI urlier ton appoantee and vofw11eer III lOOfflt ol Cl111• 
They eaid principab ol the corporationa in- deposited '30,000 directly into White- tha yar, who concluded there •~ insulfi- ton's ~rnatonal camp,11gns, she said slle 
duclecl the Clintou, the Md)ouple and water's ICCOWlt .u a "prepayment" on a aeat e-ridence to warrant further illvestiga• stepped aside because of her "fanulianty with 
AtkaMM Gcw. Jilll Guy Tucter (D). 1985 boout to McDougal, MFC's president. lion. The RTC ~ys it w.as nt'Vtr informed. some of the p,1nies." She d.-d,n~ to COfll• 

Dwiac the firSI half ol 1985, the~ ~of'-money tbat ftlll llll'Ouah tbe Two _.. -..,, U.S. Anorney Paula ment yeslerday on why she hitd not recu:l(d 
time period eumined in detail by the RTC, alleaed llhell · .. corporationa to Wllitewater Casey told the RTC in a letter dYI her office herself two weells ago on 1he first rt/erral. 
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UTILE ROCK, Ark. ~ Federal 
investi&ators have turned down a 
criminal prosecution over the ma­
nipulation of funds through a failed 
savings and loan to a real estate part• 
nership half~ed by President 

· J and Mrs. Clinton because doc• 
uments detailing the venture could 
not be found. 

The Resolution 1hlst Corp. rec­
ommended last · month a possible 
prosecution into reports th.at funds 
from Madison .Guaranty Savings 
and Loan Association had been ille­
&ally diverted to Whitewater De-,ei­
opment Corp. and eventually routed 
into Mr. Clinton's successful 1984&11· 
bernatorial campaign. 

According to federal law enforce­
ment sources, It is not clear where 
the Madison records - said to in­
clude loan applications, account bal· 
ances, financial statements, can­
celled checks and withdrawal 
ledgers - might have aone. 

The Clintons' partnen in White­
water, James B. McDougal and his 
wife, Susan H. McDougal, have said 
they turned the records over to the 
couple in 1987, delivering them in 
persoh to the governor's mansion at 
Mrs. Clinton's request. 

The Clintons have said they have 
been unable to find the records. 

A Justice Department decision to 
reject the RTC request for a possible 
prosecution in the case means crim­
inal charaes are remote. 

But federal inquiries continue on 
nine other RTC requests, known as 
referrals, including questions sur­
roundin& Madison's dealings in 
other loans and its involvement with 
Mr. Clinton and bis successor here, 
Gov. Jim Guy Tucker. 

The RTC, which has no proseai• 
torial authority, handed 10 criminal 
referrals last month to U.S. Artomey 
Paula J . Casey after an investiptioo 
into financial irregularities involv• 
ing Madison and its owner, Mr. 
McDougal. 

Federal investigators also are 
.looking into a controversial Small 
Business Ad.ministration-approved 
loan by Capital•Marulaement Ser­
vices Inc. here to Mrs. McDougal. 
The $300,000 loan, approved in 
March 1986 at a time when Mr. and 
Mrs. McDougal showed assets of S3 
million. was deposited in a Madison 
account and later transferred, in 
part, to Whitewater. 

Documents describin& the SBA . 
loan were included in those seized by 

see S&L, page AIO 
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cated along the White River in the 
Arkansas Ozarks. The project was 
never successful. 

Accordin& 10 records available at 
the Marion County courthouse in 

the FBI during a July 21 raid or. Yellville. Ark., the development ap-
Capital-:-.1.anagement, whose presi• pears to have been structured to en-
dent, David L. Hale, has charged able the Clintons to receive half or 
that Mr. Clinton and Mr. McDougal the profits with little or no invest· 
pressured him for the loan. ment. 

The RTC, the federal aaency that At the time of the purchase, Mr. 
oversees liquidation of failed S&Ls, Clinton was the state attorney gen• 
is looking into allegations that Mr. eral. 
McDougal diverted depositor funds James M. Lyons, a Denver la~r 
rrom Madison using o,-erdrawn ac- and longtime Clinton ally, told re-
counts and Madison-approved loans. porters during the 1992 presidential 

The probe has focused on allega, campaign that the Clintons put 
lions that :-.tr. McDougal, who once 568,900 into Whitewater, withoutany 
served as a top financial adviser to return, while the McDougals ac­
Mr. Clinton, approved fraudulent counted for $92,200. 
loans of S250.000 and diverted Assigned by Mr. Clinton to review 
money to the campaigns of several the deal after Whitewater became a 
powerful Arkansas politicians, in• campai&n issue, Mr. Lyons de• 
eluding then-Gov. Clinton. scribed the Clintons as "passive 

Mr. Clinton has denied any wrong- shareholders" and concluded the 
doing, saying he and bis wife did McDougals "exercised total con­
"nothing improper" with regard to trol" over Whitewater. 
Madison and Whitewater. While the Mr. Lyons· acknowledged at the 
White House has conceded the pres• time that his report was bued on 
ident accepted camp11i&n funds available records and that many doc· 
from Mr. McDouaal, spokesmen uments outlining Whitewater's deals 
said he did not know the original were missina. He also said he 
source of the funds. never discussed the matter with tbe 
. Also under review, the sources McDoueals. 

sald, is a S2,000-a·m«tth fee paid to It is unclear, boweYU, bow "pu­
Mrs. Clinton, then a senior partner sive" the Clintons may have been. 
at the powerful Rose Law Firm here, _ Mrs. Clinton. at one point, soueht 
to help Madison fi&ht off efforu by - poweN>f-attOrney from Mr.and Mrs. 
the Arkansas Securities Depart· McDougal to "manaae and cood+ct 
ment to close it as insolvent. The all matters related to Whitewater 
payments continued for 1S months Development." 
while her husband was aovemor. In a Nov. 28, 1988, letter and 1/11:N· 

The Justice Department, which eral paaes of anachmenU, Mn. 
last week sent a senior staff lawyer Clinum wanted thepowe!' to endorse, 
here to take charge of the probe sign and execute "c:heclcs, ootet, 
after Mrs. Casey recused herself be- deeds, qreements, certificates, re-
cause of a possible conflict, has said ceipts or any other instruments in 
Mr. and Mrs. Clinton are not taraets writin& of all matters related to 
of the investigation. Whitewa!Er De9elopment Corp." 

There is no doubt, however, th.at Whether the request was ever 
Mr. Clinton benefited finand:allY aranted is not known. White Ho 
from loans and cash conmbunons spokesmen have said they are not 
given to him through Madison. sure the document was ever signed. 

Mr. McDougal, who was indicted Federalprosecutorsherehavede-
in 1989 on fraud charges in connec- clined comment oo the probe. 
tion with Madison and later acquit· Last -k, Actin& Assistant At· 
ted, also has denied any wroogdoin&. tomey General John C. Kea,cy said 
Madison was closed in 1989 by fed· the department's criminal divisicn 
era! bankin& reauiators at a cost to had takiencharieoftheinvestigatioc 
taxpayers of about S50 million. after Mrs. Casey told her superiors 

Federal prosecutors, accordin& to in Washington she and ber aides 
the sources. decided last month not wanted to recuse themselves from 
to pursue the Madison-Whitewater the case ~because of their familiar-
referral i>ecause of a lack of evi- ity with some of the parties and ~ 
dence-specifically a dearth of doc· need to ~ that th~ be no_ mas-
uments detailing what moneys were ~ _a~1t ~ impartiality 
funneled from, to and between the of the 111vesn1an~ 
two corporations. . Recently appomted by the ~ 

f.d rial b ,___. 1dent. Mrs. Casey was a c::ampmp 
A con I en report su mi,'.= volunteer in several Clintoo guber· 

by prosecut?rs ~e~ to the . J_usn~e natorial races and a student of Mr. 
Departments criminal diV1S1on m Clinton's when be tau,ht at tbe Uni· 
Washington said the case was being versity of Arkansas Law School. 
shelved because of "a lack of spe- Mrs. Casey's husb8nd, Gil GkJva: 
cific evidence," said one law enforce· once was appointed to a state job by 
ment official familar with the refer• Mr. Clinton when he was governor. 
ral. Associate Attorney General Wel>-

The Clintons and the McDougals ster L Hubbell. former JD&Daa:inl •1 
bought Whitewater in 1978 and panner of the Rose Law Finn. alJo 
planned to build vacation homes on has recused him.self from tbe mat· 
42 lots on the 203-acre property lo- ter. along with his staff'. 

~+ 
~ 



N afta Jitters in Europe ✓ 
Somehow it would be fitting if Ross 

Perot were to join Jerry Lewis in the 
panoply of France's favorite Ameri· 
cans. Battling the North American 
Free Trade Agreement, Mr. Perot is 
serving as water boy for France's pro­
tectionists. If Mr. Perot, Pat 
Buchanan and the rest succeed in 
killing Nafta, the outlook for the GATT 
round will be dire. 
: Since World War II, the U.S. has 
been the prime sponsor of the free­
trade regime that has led to so much 
stability and prosperity across Eu· 
rope. If in the post-COid War world the 
U .s. were to signal that it opposes free 
trade, even with its neighbor Mexico, 
then the globe's prevailing winds 
would be fundamentally altered. Pro­
tectionist forces, lurking in most coun­
tries and on the march in France, 
would be encouraged. 
: Bill Clinton was absolutely right re­

cently to link Nafta and global trade. 
•~1 can't tell you how important I think 
it will be," Mr. Clinton said of the in· 
temational implications of Nafta. "If 
we go out there without this agree­
ment," Mr. Clinton continued, "they 
may say. 'Well, President Clinton 
wants to have an open door to Asia, 
!rut is he really going to be a tough 
competitor? They ran away from 
I;atin America, their best friends and 
~t consumers, and can he deliver? 
Will the Congress run away from it 
eyen if he tries to expand trade?' " · 

Mr. Clinton was talking about 

imaginary conversations with Asian 
leaders, with whom he must meet 
later this week. Nonetheless, the same 
sort of argument applies to Europe. 

It's clear that European countries 
are aware of the way a Nafta defeat 
could weaken the U.S. negotiating po­
sition on the GATT. In an interview 
with The Wall Street Journal Europe's 
Philip Revzin, Stuart Eizenstat, the 
U.S. representative to the EC, noted, 
"It's become a common refrain from 
everyone at the EC to turn Nafta on 
us." Apparently European nations 
have been hesitant to put forth any 
new GATT offers in advance of the 
Congressional vote on Nafta. 

In Nafta and the GATT, politicians 
have sometimes lost sight of the ideal 
of open trade in their pedantic strug· 
gles for national advantage. This has 
made it possible for demagogues in 
both the the U.S. and Europe to fog the ' 
air with dubious statistics and 
overblown rhetoric. 

The post-COid War world is young, 
but already people have located sev­
eral "defining moments." It is fair to 
say that the American Nafta con~ 
versy marks an important psychologi-· 
cal tum. Throughout all the spats and 
feuds of the past SO.years, the prevail• 
ing wind from the U.S: has favored 
free trade and the opening up of bor­
ders and possibilities. If tlla.t prevail­
ing wind changes, then the effects will 
be global, and the first vessel blown 
off course could be the GATT. 

. ' Asides ✓ 
Clinton the Tax-Cutter 
: President Clinton has decided it's a 

good idea to cut income taxes ... in 
Japan. Earlier this month, he sent a 
letter to Prime Minister Morihiro 
Hosakawa urging Japan deepen its 
proposed income tax cut to S56 billion 
and delay consumption tax increases 
fer three years. Last week, Treasury 
~etary Lloyd Bentsen made his 
own pitch for tax cuts in Tokyo: "I be­
lieve that cutting the income tax, 
putting money into consumers• pock­
ets where they can buy products and, 
ftankly raise their standard of liVing 
(is appropriate)." Too bad the admin· 
~tratiOIJ: can't get inte~ted in giving 
Am~ricans the same break. 

Slow Learners 
For the ninth time since 1933, Ore­

gon 's voters have overwhelmingly re­
jected a sales tax. It was 75% to 25% 
this go-around, deSPite an attempt to 
sweeten. the pill with a property-tax 
cut, a corporate-tax increase and a tie 
to school funding. Don McIntire, the 
athletic-club owner who guided the 
state's historic Measure 5 tax reduc­
tion to electoral victory in 1990, 
helped lead the char~ again this 
time, pointing to rapid growth in 
school salaries and not a revenue 
pinch as the source of fiscal woes. 
Oregon's refusal to vote additional 

::;osts onto its Purchases shotj!d ca~ 
tion politicians elsewhere. 
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BC-CLINTON WHITEWATER 

LEACH ASKS SPECIAL COUNSEL IN CLINTON FILES CASE 
WASHINGTON, Dec 27 (Reuter) - The senior Republican on the House Banking 

Committee renewed his request Monday for a special counsel to investigate 
President Clinton's money-losing investment in a real estate venture. 

Representative Jim Leach of Iowa said on NBC's ''Today'' show that 
Attorney General Janet Reno should ''shine the spotlight of decency'' on the 
matter and name a special counsel to probe Clinton's dealings with the 
Whitewater Development Corp and its ties with a failed Arkansas savings 
institution. 

'' I would only stress that the only fair and open way is to proceed with 
the attorney general designating a special counsel at this time. She has the 
authority to do it. This is what occurred in Watergate,'' Leach said. 

But Representative Barney Frank, a Massachusetts Democrat also appearing 
on ''Today,'' said appointment of a special counsel would be meaningless since 
the person named would still be subject to Reno's supervision. 

Frank said a Republican filibuster in 1992 had prevented Congress from 
renewing a law providing for independent prosecutors in such cases. 

Last week Reno rejected Leach's request for a special counsel, saying 
anyone she chose as counsel would still be seen as her investigator. 

She also told reporters that the White House had done nothing to impede a 
Justice Department's investigation of the case. Clinton, his wife, Hillary, 
and Arkansas businessman James McDougal were partners in Whitewater, a real 
estate investment firm. 

The Justice Department is looking at Whitewater as part of a broader 
civil and criminal probe into Madison Guaranty Savings & Loan, a failed thrift 
owned by McDougal. 

The investigation involves allegations the thrift used funds to help 
Arkansas politicians, including the 1984 re-election campaign for 
then-Governor Clinton. 

Clinton's dealings with McDougal, an old Arkansas friend and political 
supporter, have been described by the White House as a bad investment and 
nothing more -- but by others as the core of 
a scandal . that could shake his presidency. 

Last week the president ordered his personal lawyer to give federal 
investigators all relevant papers concerning the Whitewater investment, 
including a file that had been in the office of a White House aide who 
committed suicide in July. 

Leach said it was unfortunate that the chairman of the House Banking 
Committee, Texas Democrat Henry Gonzalez, was not interested in opening a 
probe of Clinton's dealings with Whitewater and McDougal. 

Leach said the Republicans on the committee were still pursuing the 
matter. ''We've gathered quite a bit of information and frankly it is a bit 
embarrassing to the White House,'' he said. 

REUTER 
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Riegle seeks probe of S&L bailout unit 
B A ✓ chance IO address serious wane and income taxes on RTC time was dis· other instances or favoritism dis• 
r-.Xw,,.~:O~~~l nusmanaaement in the aaency He aphned and threate.ned with firing cnmmauonandabuse '4ill surf~ce.'" 

. also proteste_d the 1\-easury Depan• In contrast, a white emplO)'Ce who Previous oomplaints to th RTC 
The chairman of the Senate Banlt· ment's conf1SCAtion or 200 paaes operated an interstate spons and en• Office of Ins tor • 

u,g Comnun_ee hu called for an in· documen1111g management at the te~uunent 11cket sales busmess been unpro~ uve ~~~~r•~!':,': 
~•ugauon _inlO charges of racial aaency. . . duru,g work hours. us1na ao,,em• cllerged . often because ind1V1duals 
discriminallOn. ravonnsm and other ln • telephone interv>ew last ment phones and travel. was pro- responsible for the abu es al· 
manaaement abuses at the Ru- --, Mr. ~te wd that wtule he was moted. '-d to mana e th in.!s . were 
olution '!rust Corp. • nominee he had r,eceiwd several • favontism toWard white em• OPM official d, e u gauoru. 

Sen. Donald w. Riegle Jr .. Mich• unslcnedempla)'ffm<moscharaina ployeu. Positionsoccupiedbywh,te mane,tho-..,eve~'art: ~
1 

p~r1ue.:ih• 
1gan ~rnocrat. sent a tener. dated minonty •bu- Al the aaency. employees are graded higher than was ~Ill& lll\'<~igat~ : :rrc•s ~'. 
Oct. 25, to RTC •=• Chief Execu• "The RTC has lots of empla)'ff Stmilar po51uons occupied by blacl< sp«tor general "This is an internal 
ti:,-eOfficerRoeerC. Altman,askina problemt~Mr. ntesaid."lt'sworse employees within the Compeuuon mane, being ~ndled at the RTC" 
him to lnvesnsate •serious all ea•· there than l'-.e e-.er seen In my life." Advocate branch. an OPM • kesrnan said · 
uons" In RTC's Office of c«itraclOr The OCOS memo alJe.aesa panern • '!ravel abuses. A female 111\'<S· · po . · 
0-.ernaht and Surwillance (OCOS), ofay,tematicdiscriminltion agamst ugator rout111ely accompanied the The RTC inspector ~eneral's of• 
the office responsible roe a ud.ltina blacll employee, In the contractor head or the contractor oversiaht ;~c_et wouth Id nen

h
er con~~lnnor deny 

the performaac,e of ill thrift b&llout CMnieht office, incJudina: branch to conferences and evenu ti.. • matter was Wluc;r vuuaa• 
contractors. • Manipulation of promotion unrclaled IO her post11011. on. 

Senate Banklnc Committee sta1f ecores. Numerical ratin1 standards The memo orlalnally WH sent to RTC 1polccsman Stei,hen Kat· 
members said Mr. Rlesle would not Wlft illffled 10 ruJ a senior procure- l..orTaine A. Green, deputy director unos confirmed the agency's Eq111I 
comment on the man.er until die ment apedalist i,o.ition In the Com· or the Office of ~rsonnd Mana1e- Em~ent O!>?'>nuni!Y Oft'ice Is 
RTC compleu,s Its lnwadptioo. pelilion Advocate Pl'Ollram. An inex• ment. conducttna • revtew of the charaa-

'Ibc c:harsa are coataincd In a perienCcd white candidate'• low " I am awna for an OPM lnws• Whll~ _he could not comment on the 
Sept. JO memo from u RTC coo- 1C10r< wu lattt ranked aboYe the tiaation because it is not possible 10 spec1f1c1 of the case. Mr. Katsanos 
tractor overaiaht emplO)'ee that wu hlsber score of an experienced obtain a fair and imputlll review ~d an ouuide law fkm bad been 
obtained by 1be WaahinclOO Times. blllck candidate. from anyone inside RTC, lncludin1 hired - • common procedure In 
The memo wu sla,,ed · • budt • Retaliation .. ainst 111pponers the RTC lnapector General:' the em· such ~s - and sewral empla)'ffl 
OCOS emplo),le." of blacks. Offices that attempted IO ployee wrou. had 11-.en s-..-om atalffl>ents. 
. Word of the Jmatlaation comes to promo(e black employees were de- The employee implored: "Please RTC's newly created om buds• 

1¥'t two~after Stanley G. nte nled approval 10 fill remainina v•· c1on, 1iw us up by forwardina this man's ofTlce. which reports directly 
withdrew hia name as the nominee canda. lettertoanyoneanRTC.Pleuelnvet• to Mr. Altman, wu desiancd IO ad· 
to manaae RTC's savinss and loan • Disciplinary double standard,. 1i1ate these issUH ind<1)enden1ly dress simllar employee concerns, 
cleanup, sayina he wu clenled the Ablackempla)'ffwhoworkedonhis and objectively. If you do, many Mr. Katsanossaid. 

Freeh suspends FBI's NYC bureau chief 
By Jerry Seper 
1'M( - ~ TOM T'IICI ✓ 

The suspension of James Fox. the 
veteran a1ent in charae ol the Fl! I 
field office in New York, for talkina 
about the World 'lrade Center boml>-
1118 tnal durinc a television lnta· 
view has been ,reeled with ancer 
from many or die bureau's rank and 
f ile. 

Several aaents a t the New York 
field office and at the bureau's Wash• 
incton headquaners questioned the 
decision by FBI DireclOI' Louis J . 
Freeh. announced yesterday, to place 
Mr. fox on administrati-.e le.aw 
pendins his scbcduled retittment 
Jan. 1. 

"This is not playln1 well with the 
people I know," said a New York Fl!I 
•sent who asked not to be idenufied. 
.. Thtt obviously were tryin1 to set 
a,uqmple .. I auess the director wH 
tellina e-.el')-one that there's a new 
reaime and that he's in charae." 

Directors action angers field agents 
Mr. Fox. 1 ll •y,,&r bureau -.eteran. 

was suspended because of his ef· 
foru In • brief TV interview ~c. 4 
to defend the actions of his aaents 
durinl the World 'Ihde Center 
bombina inveltiaation. Mr. Fox de· 
nlcd alleaatlons that the Fl!l's lnfor· 
mant In the cue, Emld Salem. had 
Ciwn qenta Information before the 
Feb. 26 blast that the bulldina was 
aoina IO be bombed. 

" He p-.e us nothlna. No one save 
u, lll)'thinC." Mr. Fox was quoted by 
Newsday as sayina. "If we had lnfor• 
mation, woe would have prevented the 
bomblna." 

Unllu moJt field supervisors. Mr. 
Fox held the ntJe of assistant d1rec· 
ior because of hJa command or the 
New York office. 

Mr. Freeh. a former federal Judge 
in Ntw York, suspended Mr Fox 
with pay for the comments. The sus• 

pension WU ordered Dec. 10 and is 
to remain in ~ until Mr. Fox's 
schedUMCI Jan. 3 retirement 

Mr. Fox has led the New York of• 
fice for six :,U,S. Durina dial time, 
his 2.20().member staff hat been in• 
YOlvecl In do&ena of hich•profile 
cases. includinl the auccasful pros• 
ecution of mob boss John Gottl. It 
was Mr. Fox who ca.lled Gottl the 
-~ .non Ooa."• niclcname that 1tuc1<. 

"Direca' Freeh made the de­
cision IO place AnilWII Direct0r 
f ox on adminlsUati.,. i-w1th pay 
until hJa ~ tin Juuar,,," FBI 
spokesman John Collinpoocl said in 
a statement "He did ao after care­
fully rmewinc l.napproi,rillte public 
comments fox made about pending 
prosecution. 

· Our policy is noc to talk about 
pendlnc cases, panicularly when it's 

stW at trial." 
Mr. Collingwood told the As$0Cl· 

ated Press he wH •not at liberty to 
say"haw Mr. Freeh became aware or 
Mr. Fox's television commenta. 

Federal law enforcement sources 
IOld The Washinston Times that U.S. 
Diaa-ic:t Judae Kevin 't Duffy, who ls 
heuin1 the World 'lhlde Center 
trial. called Mr. Freeh to complain 
about Mr. Fox's comments. The sus• 
pension came afttt the call. 

11 was Judie Duffy who sicned • 
caa order in the caae. He said at the 
time that he wanted IO limit leaks IO 
the public about pendina evidence 
and testimony. 

flll officiala ywerday declined 
comment on • ·hat role. if any. Juda• 
Duffy played in the decision 10 sus• 
pc:nd the -.eteran aaent. 

The jud1e did noc return calls for 
comment yesterda>·· 

Mr. Fox •ill join the Mut111l of 
America insurance c:ompanr • ·hen 
he retires. 

Spy sting gets Chinese man deported 
By B,U Gertz 
n4.~To,. ,...S, ✓ 

After • 1ix•year FBI countenP>' 
in.,.stigatlon or OJlnese intelliaence 
service effont to acquire U.S. weap­
on, and technoloCY, immiaration of• 
f iclals deponed • Chinese business• 
r Saturday for comrninlnc espio­
naae. 

Yen Men Kao. a Chinese national 
who liwd in Olarlotte, N.C., left Al· 
lania International Airport aboard • 
United Airlines fliaht to Hona Kona. 
said 'lbomas P. Fischer, director of 
the fmmiaration and Natural!Jation 
Service UNSl in Atlanta. 

An lmfflilration juda e ordered 
Kaocleponed last week foroversuy­
inc • visa and for · commlttinC act• 
or apionaae aaaJnst the United 
States:' an INS ll>0MSffi&D said. 

Clintcn adminlstration officials 
said a decision was made not to pros• 
eaite Kao IO avoid offendlna the Chi• 
1 ..-,,nment. 1be adminisua• 
ti is workin1 with Beijing to 
resolve problems with Nonh Korea 
on nuclear ,pon,. 

F"Bl officials said Kao, who owned 
two O\incse fut•food restaurants 111 

Charlone, wa, under Fl!I surveil• 
lance for six ye.an. He met in ChiM 
with Chinese inteUiaence service of• 
ficial1, who promised him S2 million 
to buy weapons covenly. 

Kao and other Ch~ nauonals 
not Identified by the Fl!I •conspired 
10 lleal and llle,ally upon" a Mark 
48 hh-.nced Capability IADCAPl 
torpedo, two f -4~-400 General 
Electric jet cna:ines •. used tn the 
flA•ll Hornet and fire<ontrol radar 
for die f -16 falcon jet, Fl!I and INS 
officials said. 

• J>rccurina those three items 
_,. his primary concern." said an 
Fl!I •a•nt close to the case. Kao also 
aouaht data on the Cobra helicopter, 
the aaent saw!. 

The weapons systems were not dc­
liwred to Chl.na. but oscillalOra used 
In satellites were t~ansferred to 
China as pan of • l tlDI operation 
durlnr the 111vauaation, officials 
said. 

Kao paid an infonnant S24,000 
from Oune1e intelllcence service 
funds for the oscillators. which are 
embaraoed for expon and are used 
IO tt111late radio-•·•w frequencies. 

The salt took place m the United 

States throu1h an Fl!! Informant and 
was approwd by the U.S. 1ovem• 
ment as pan or the probe. officials 
said. 

One federal law enforce-.,! olri· 
cial, 1peakin1 on the ccndltlon of 
anonymity, said Kao "had • a•m· 
blina problem· and io.t IIOfflC or the 
money supplied by ChJnnc lntelli• 
aence 1hrou1h his p mbline-·He 101 
a lot of -'• in China lansry) at 
him." the official said. 

Al a bearin& in Atlanta on Dec. 15, 
Kao wai-.ed appeals and requested 
deponation IO Hons Kona, rather 
than Chl.na. because he feared repri· 
sals by the Chinese spy service. the 
official said. 

A senior FBI official in Clarion<. 
who asked not to be identified by 
name, said the ln-.estla•tion of th• 
technolocY a<oquisition scheme ison• 
1oin1 and that more anuts mar be 
made. 

- ~ ·re still tyina up -,c loose 
encb In confinnina the idfflutles of 
other agent1 and lntellicencc offi· 
cers workina with !Kao)," the •aent 
said. 

• But I belie-.e we haw -uh'O­
call1• neutralucd hlS activities ... 

The case beaan in 1987. when the 
Fl!l leamed that Kao • ·as tl')'ina to 
meaally acquire • Marie 48 ADCAP 
torpedo for the Chinese aovernment. 
the official said. 

The Martt 48 ADCAP is a modem• 
ized Yeraion of the Mark 48 and Is 
dei,loyed on attack submarines. 'The 
torpedo, built by Hushes. is de­
sicn~ to •Ink fut, dffl)-divina sub­
marines or fast-moving surfac-e 
ships. 

Kao was unable to come up with 
the rnont1· - aome S2 million - to 
purchase the thrtt U.S. weapons sys• 
tems. " He was unable to persuade 
the Chinese 10 put up the areat ,um, 
needed to procure these weapons,· 
the official wd. 

The Fl!I decided to close the case, 
and Kao was arrested Dec. 3, the 
official said. 

The FBI •arced to depona tion 
rather than prosecution panl1· 10 
protec t sources and methods or 
counterspylna. the oll'idal said. 

Kao, S4, left behind his wife, • nat• 
uraliud U.S. citizen, and two chi). 
dren. who were born III the United 
States. q 2 
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bc-clinton whitewater - a1851 
(ndy) (ATTN: National editors) (Includes optional trims) 
Clintons' Arkansas Land Deal Again in Spotlight (Washn) 
By Timothy M. Phelps= (c) 1993, Newsday= 

WASHINGTON The mysterious files secretly removed from Vince Foster's 
office the day after his suicide last summer could hold a key to a door that 
Bill and Hillary Rodham Clinton would prefer to keep closed. 

The files concern an Arkansas development in which Bill Clinton, then 
running for governor, and his wife invested much of their available cash in 
the early 1980s. The Clintons went into a partnership with two friends and 
close associates who subsequently have come under federal investigation for 
this and other financial deals. 

The files to be turned over to the Justice Department were found by White 
House officials in the office of Foster, a White House lawyer who had been a 
longtime friend of Bill Clinton and former Little Rock, Ark., law partner of 
Hillary Clinton. Foster had handled the sale of the Clintons' interest in the 
investment, Whitewater Development Corp., the year before. 

Instead of turning them over to U.S. Park Police, which had jurisdiction 
to investigate Foster's suicide in a federal park outside Washington, Bernard 
Nussbaum, the White House counsel and Foster's boss, gave the Whitewater files 
to a private Washington lawyer representing the Clintons. 

That fact only came to light this week when it was reported by The 
Washington Times and confirmed by the White House. The information in those 
files, and in any additional Whitewater records the Clintons have agreed to 
make available, could be useful to several different investigations already 
under way by the Justice DepartmentOne, involving questions about the 
financing of the land deal, could have serious legal and political 
ramifications for the Clintons. 

The files would be too late to help the Park Police investigation of the 
suicide and a related FBI inquiry into why Nussbaum blocked the Park Police 
from looking through Foster's office after his death. Those matters supposedly 
were resolved in August, when Foster's death was ruled a suicide and the FBI 
concluded that Nussbaum had not acted improperly. 

But for three career Justice Department lawyers including a former U.S. 
attorney in Illinois who were dispatched last month to Little Rock, the files 
could be critical. The Clintons assert that they were passive partners in the 
deal; any new information thatthey were more deeply involved in Whitewater 
could be damagingThose lawyers were named last month to take over two related 
investigations after the U.S. attorney in Little Rock, appointed by Clinton, 
recused herself. 

One involved Madison Guaranty Savings and Loan, whose owner, James 
McDougal, and his wife, Susan, were equal partners with the Clintons in 
Whitewater, which bought land on a river in the Ozarks and turned it into 
lots upon which vacation homes could be built. The Clintons contributed less 
money than the McDougals, even though they stood to reap half of any profits. 
James McDougal said later he wanted to ''make them some money.'' 

Madison failed in 1989 and was taken over by the federal government at a 
cost to taxpayers of $47 million. One of the allegations being investigated is 
whether money from Madison was improperly diverted to Whitewater. Also alleged 
is that McDougal may have used Madison funds when he helped to settle some of 
a $50,000 campaign debt for which the Clintons were personally liable. 

(Begin optional trim) 

Madison was a state-chartered institution subject to state regulation by 
officials who worked for then-Gov. Clinton. In 1985, three months before 
McDougal raised the campaign funds for Clinton, Clinton appointed Beverly 
Schaffer, who worked for McDougal at Madison, as the state official in charge 
of regulating savings and loans. 
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Federal auditors in 1984 accused Madison and McDougal of ''unsafe and 

unsound lending practices,'' but Schaffer took no action against her former 
employer until federal authorities stepped in in 1989. 

Schaffer, at the request of Hillary Clinton, who was representing Madison, 
approved an unusual method of raising funds for the institution. 

The Clintons said during the presidential campaign, when Whitewater was 
raised as an issue, that they had lost money on the deal. In fact, they 
reported a $1,000 profit in their 1991 tax returns and said they could not 
claim their losses because of incomplete paperwork. 

(End optional trim) 
The three Justice lawyers are also looking into whether Whitewater 

improperly received $100,000 of a $300,000 Small Business Administration loan 
to Susan McDougal in 1986. Such loans are supposed to be given to ''socially 
or economically disadvantaged'' companies. David Hale, an Arkansas lawyer who 
owns an investment company and is under indictment for fraud in connection 
with SBA loans, has charged that he was pressured by Bill Clinton to make the 
loan to McDougal. 

Distributed by the Los Angeles Times-Washington Post News Service= 

**** filed by:LAWP(--) on 12/24/93 at 02:22EST **** 
**** printed by:WHPR(JEL} on 12/28/93 at 14:03EST **** 
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Pressure mounted in Congress yesterday for further investigation into 
dealings by President Clinton and his wife, Hillary Rodham Clinton, with a 
now-defunct Arkansas savings and loan, and circumstances surrounding the suicide 
last summer of former deputy White House counsel Vincent Foster. 

Rep. Jim Leach (Iowa), the ranking Republican on the House Banking Committee, 
called on Attorney General Janet Reno to appoint a special counsel to take over 
a Justice Department investigation into possible wrongdoing at Madison Guaranty 
Savings & Loan and the Whitewater Development Corp., a real estate venture 
jointly owned by the Clintons and Madison's owner. 

In the Senate, Minority Leader Robert J. Dole (R-Kan.) joined Sen. Alfonse M. 
D'Amato (N.Y.), the ranking Republican on the Banking committee, in asking 
committee Chairman Sen. Donald w. Riegle Jr. (D-Mich.) for a hearing into 
Madison and Whitewater, saying questions about the Clintons' dealings with them 
"need ventilating." Riegle made no comment on whether he would conduct such a 
hearing. 

A file on Whitewater was discovered in Foster's office after his July 20 
suicide and was turned over to the Clintons' personal attorney, David E. 
Kendall, by White House counsel Bernard Nussbaum. 

Clinton told wire service reporters in an interview yesterday that he did not 
know what was in the file, but if Justice Department investigators want to see 
it, "We'll do what we can to cooperate." 

The file, Clinton said, "related to work (Foster] had done before he came to 
work at the White House on our behalf •••• There was never any indication that 
anyone wanted to see it. Obviously if anybody wants to -- feels that there's 
some relevance to any ongoing investigation, we'll do what we can to cooperate." 

But, Clinton said in response to a question, "I have no reason to believe at 
this time that anybody thinks there's anything in there relevant to any ongoing 
federal matter." 

A Justice Department official said he knew of no subpoena issued for the 
file. But, he said, "We expect to obtain all relevant evidence." 
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Three Justice Department prosecutors were sent to Little Rock in late October 
to continue an investigation into Madison and Whitewater that was begun by the 
federal Resolution Trust Corp. Suspected activities at Madison cited by the 

RTC in its referral to the Justice Department were misuse of Madison funds for 
the benefit of local politicians and Clinton's 1984 Arkansas gubernatorial 
campaign. 

In his letter to Reno, Leach said he wants to ensure that any documents 
removed from Foster's office are not destroyed. Leach and other Republicans on 
the House Banking Committee have begun an investigation of their own and sent 
staff members to Little Rock this week. 

In an interview, Leach said that Reno has been placed in "an uncomfortable, 
if not untenable, position of being both the chief law enforcement official of 
the United States and the chief legal adviser to the president." 

Justice Department spokesman Carl Stern said that Reno, who has urged the 
restoration of an independent counsel law, saw no purpose in appointing a 
special counsel herself. 

"Anyone she appoints, the prosecutor is under her supervision and influence," 
Stern said. "To take the case away from the current career prosecutors •••• 
would be to create the very kinds of perceptions that she and Congressman Leach 
are trying to avoid." 
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.Land Deal 

By &aan ScbmidtA I • ....,_,_w•~'-
Preuure IIIOllllled in Con­

gress :,esterd,y for further 
investiption into deungs 
by President Clintoa and his 
wife, Hillary Rodlwn Clin­
too, with I IIO'#-defuoct M• 
kansas savinp ml Joan, and 
circumstances IUn'OUDding 
the suicide last llllllll'ler of 
former deputy White House 
counsel Vincent Foster. 

Rep. Jim uach (Jon), 
the ranJtini Republican oo 
the House Banking Commit­
tee, called on Attorney Gen-­
en.I Janet Reno to appoint a 
special counsel to Uke over 
I Justice Department invt$­
tiptioo into posSIOle wroag­
doing at Madisoo Guaranty 
Savings & Loan and the 
Whitewater Development 
Corp., a ruI estate YeDture 
jointly owned by the Clin­
tons and MaditOll's owner. 

In the Senate, Minority 
Leader Robert J. Dole (R­
Kan.) joined Sen. A)foo,e M. 
D' Amato CN. Y.). the ranking 
Republican on the Banking 
Committee, in astine com­
mittee Chairman Sen. Don­
ald W. Rjeele Jr. (I)-Mich.) 
for I hearin& into Madison 
and Whitewater, saying 
questioos about the Clin­
tons' dealines with them 
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"need ventiLlting.• Rjegle made DO : 

comment on whether be would coo­
.duct such I bearina, 

A file on Whitewater was discov• 
ered in Foster's office after his July · 
20 suicide and was tm1led over to 
the Clintons' personal attorney, Da• 
vie! E. Kendall, by White House 
counsel Bernard NIISSbaum. 

Clinton told wire aerYice report• 
ers in an interview ,esterday that 
be did not lcnow what was in the 
file, but if Justice Departmeot .. 

vestipton want '° tee it, "We'D do I what we can to cooperate.• 
· The file, C1intoo aid, "related to 
work (Foster) had done before be 
CIJlle to work at die White House 
on our behalf .••• There was never 
any indication that ao,ooe wanted 
to tee it. Obvioasly if anybody 
wants to-feels that there's tome 
relennc:e to any 011,oiDa investi­
gation, we'D do what we can to ~ 
operate.• 

But, Clinton said In respoaae to a 
question. '1 line DO reason to be­
Ji~ at this time that anybody 
thinks there's anything in there rel-
evant to any 011,oiDa federal mat• 
ter.• 

A Justice''Department official said 
be knew of DO subpoena issued for 
the file. But, be said, "We expect to 
obtain all relevant evidence.• 

Three Justice l>eputmeot pros­
ecutors were sent to Little Rock in 
late October to continue an inves­
tigation into Madison and White­
water that was begun by the federal 
Resolution Trust Corp. Suspected 
activities at Madison cited by the 
RTC in ii$ mernl to the Justice 
Department were misuse of Mad­
ison funds for the benefit of local 

politicians and Clinton's 1984 Ar· 
bnsas gubernatorial campaign. 

In his letter to Reno, Leach said 
be wants to ensure that any docu­
ments removed from Foster's office 
are not destroyed. web and Re­
publicans oo tbe House Banking 
Committee have bel\lll an investi-

• ption of their own and sent staffers 
to Little Rocle this week. 

In an interview, .Leach said that 
Reno bas been placed in "an uncom­
fortable. if not untemble, position 
of being both the chief law enforce­
ment official of the United States 

and the chief lepJ adviser to the 
president.• 

Justice Department spokesrnaa 
Carl Stern said that Reno, who bas 
ureed the restoration of an indepen• 
dent counsel law, saw no purpose in 
appointin& I special COUDtel henelf. 

• Anyone she appoints, the pros• 
ecutor is under her IUpervisioo and . 
iafluence." Stern said. "To take the 
case away from the current career 
prosecutors. ••• would be to create 
the very kinds of perceptions that 
she and Congressman web are 
trying to avoid." 
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Clinton Investment Files Are Sparking Tensio), t­
Among White House, ]usticeOfficia~, Congre5s 

By B1n;ct INGERSOLL 
And JOE DA Vlll60N 

Stoff R,r,orttn of THE W•u. STREET Jov"NAL 
w ASHINGTON - By all accounts, Ibey 

aren't much to loot at - just a few,flle 
folders locked away in the offices of a 
powerhouse law finn here. 

But those files. which contain infonna · 
lion about Bill Clinton's business dealings 
when be was governor ol Arkansas. are 
sparking an increasingly bitter confronta· 
lion amonr the White House. the Justice 
Department and congress. 

The documents pertain to the invest· 
ment that Mr. Clinton and Hillary Rodham 
Clinton made in a . • . 
real-estate venture ---• •· , 
called Whitewater ~ ;1;"'-

Development Corp. : • 
The While House 'i - . · 
this weeK aCl(Jlo-.. ,. -~ · ~l: 
edged that the docu• ~c=,.-...__.,.1;•i»11 
men ts were found ;,. ;;, 1 m. and removed , •.• · ,;1.-f. 
from. the office of \!:, ~ ~ · 
While House deputy ~ ~ - ~:-
counsel and Clinton · " ' . 
family lawyer Vin· ~ -. . • . · ·· 
cent Foster on July - I& 
22, Just two days al• Bill Clin/QII 
ter Mr. Foster killed 
himself. 

Unlilce Mr. Foster's personal papers, 
which the White House sent to the Foster 
tamur·s lawyer. the files relatln,r to tht 
CUntons and Whitewater were forwarded 
to Williams & Coallolly, the first family's 
lawyers. ADd there the CUntoos bad hoped 
they would remain and be r~tten. 

But official Interest In the files is inten· 
slfying. An administration law-enforre­
ment official says Justice Department 
officials may seek a subpoena to force 
disclosure ot the financial records. The 
Justice Department Is looting at 
Whitewater as part of a broader criminal 
and civil probe into Madison Guaranty 
Savings & Loan, a failed Uttle Rock thrift 
owned by James McDougal. who was the 
Clintons· business partner In Whitewater 
and a political supporter of Mr. Ointon's 
when he was governor. 

Meanwhile. Republicans on the Senate 
and House banking committees are ex· 
pressing interest in what the files may 
contain. Yesterday. Republican Rep. Jim 
Leach of Iowa caUed on Attorney General 
Janet Reno to appoint a special counsel to 
investigate the McDougal and Foster mai· 
ters. Mr. Leach and GOP Rep. Toby Roth 
of Wisconsin also have called on Henry 
Gonzalez. the irascible Texas Democrat 
who chairs the House Banking Commit· 
tee. to bold hearings into Mr. McDou• 
gal's use of his failed saVings-and·loan. 

In an interview with wire-service re· 
porters yesterday, the president said that 
"ol course we ·11 do what we can to 
cooperate" with investigators. and the 
White House's chief of staff. Thomas 
Met.arty. also told reporters, "We Will 
cooperate with any official review or inves· 
ligation in any way we can.·· 

But both men stopped short of promis· 
ing to release the files to investigators. 

And their comments came only a day after 
Mrs. Clinton. who represented Mr. Mc· 
Dougal when she was a partner at Rose 
Law Ftnn in Little Rock. said she sees no 
reason why the files should be made 
public. 
An Officer's Complaint 

Some of the U.S. Park Police detectives 
who were charged With investigatinr Mr. 
Foster's death - be shot himself on federal 
parkland in Virginia - are now complain· 
ing that the White House impeded their 
probe. "We didn't have access to anything 
that the chief counsel deemed wasn't perli· 
nent," says one Park Police officer. refer· 
ring to White House counsel Bernard Nuss· 
baum. "He reviewed evel)'lblnf .... Not 
one representative of government. lnclud· 
ing the FBI, was allowed to see those 
thin,;;." 

Mr. Nussbawn conducted an inventory 
of papers. documents and other items in 
Mr. Foster's office on J uly 22. Amon&' the 
items were the Whitewater mes. but ~ 
Park Police and Federal Bw-eau of lnvesti· 
gation weren't pennitted to inspect them. 
The only docwnents ever reviewed by the 
investigators were certain persooal papers 
that James Hamilton, the Foster family ' 
attorney, alloftd them to peruse In his law : 
office. Tbe Part Police detective calls this 
lack of access to documents "a Joke." 

The White House contends that Mr. 
Nussbaum did nothing improper and that 
he was merely protecting documents tha: 
were subject to the lawyer-client privilege 
or the executive prtvllere ot the presi· 
dent 
Actions of Other Aides 

Questions also SIDTOUlld the actions of 
several other White House aides. It bas 
been reported that Maggie WWiams. Mrs. 
Ointon'schief of staff, and Patsy Thomas· 
son. an administrative aide, entered Mr. 
Foster's omce. as did Mr. Nussbaum. only 
hours after Mr. Foster killed blmself. 

Yesterday. a spokeswoman for Ms. Wil· 
Iiams said she wandered briefly into Mr. 
Foster's office after beinr alerted to the 
death by White House alde Mark Gearan. 
The spokeswoman, Lisa caputo, said Ms. I 
Williams was attracted by a light still on in 
Mr. Foster's office. that she entered the 
office only briefly. was looking for nothing 
and took nothing with her. 

Park Police detectives contend that the 
White House shouldn't have waited until 
about 10 a.m. the next morning to post a , 
Secret Service agent at the door to Mr. ' 
Foster's office. They also contend that Mr. I 

Nussbawn's secretary shouldn' t have been i 

allowed to enter the office early that ·1 

morning. supposedly to straighten papers. 
It was Mr. Nussbaum who later sent the 
Whitewater documents found in the office 
to Williams & COnnolly. The Clintons' 
lawyer at WWiams & COnnolly, David 
Kendall. refused to comment on the battle 
over the Whitewater documents. 

So far. it's undear how the White House 
plans to respond if and when there is any 
fonnal proceeding to get bold of the docu• 
ments. "We know of no Justice Depart• 
ment reouest for l!nv <lor.i:mpnt< " ,.;~. 

White House aide isruce unasey. whO 
intends to begin reviewing various busi· 
ness documents of the Clintons and has 
oeen fielding questions on the Whitewater 
controversy. (Deputy White House counsel 
Joel Klein and Mr. Kendall have also been 
working on the matter.) 

Mr. Lindsey said that "the Ointoos lost 
approximately S70.000" on the Whitewater 
investment and that "they got no benefi: 
from Ibis corporation." He added: "The 
Clintoos have admitted from the berinning 
that they have limited documentation. We 
can't answer all questions about Wbi· 
tewater. because we don' t know the an· 
swers. The CUntons did not keep the 
corporate records and weren't corporate 
officers. To try to answer questions we 
don·t have answers to would be fool· 
hard;-:· 

Rep. Gonzalei, In an interview. said he 
so far sees 110 reason for bis committee to 
hold hearings Into the matter. Hearings 
have been sought not only by House Re­
publkans but also by Senate Republicans 
such as Mi110rity Leader Robert Dole or 
Kansas. 

Mr. Gonzalez. who spearheaded the in· 
vestigation into Republican adm!nlstra· 
lions' pre-Oulf War dealings with Iraq, 
said hearings aren't needed because the 
McDougal case raises no new legislative 
issues. He also dismissed GOP Rep. Roth's 
suggestion that he's bending to pressure 
from his party to 110t look into the matter. 
'It's so Rldiculoas' 

"It's so r!dlculous." Mr. Gonzalez said 
from his borne in San Antonio. "l have 
orobabl" !~ss relationship with this admln· 
istrauon than 1 had with President Bush. I 
haffl!'t beard from Ibis administration." 
He cbaried that "the David Duke wing of 
the Republican Party is trying to make a 
big do to embarrass the CUntons and 
trying to exculpate the past president." 
and that Rep. Leach. a moderate, is beln&' · 
pushed to ad by "extremists." Mr. Leach 
Insists that serious Issues are at stake and 
that the Ointoos' business and political 
dealings with Mr. Mc:DollpJ's tbr!ft dt­
serve full ilrmtip.tion. 

As the controversy over the aftennatb 
of Mr. Foster's death and the documents 
deepens. President Clinton is faced with 2 
set of confounding political and legal ques· 
lions. 

u be determines be wants to teep the 
documents seem. tbe Wblte House could 
attempt to assert that they are covered by 
executive privilere. But such a move would 
be leplly questionable and politically 
risky. Already. the White House Is coo­
fnmtinf alleptioos of stonewallln&'. 
"T11ere's somebody who is going through 
a lot of changes to keep Ibis from under the 
microscope," a federal law-enforcement 
official said yesterday. 
Precedent ofWaterpte 

In tenns of legal precedent. the mo6t 
germane case Is Watergate, when Presi· 
dent Nixon pleaded executive privilere on 
the White House tapes and the Supreme 
Court in the summer of 1974 ruled against 
him. However, the court didn't rule out 
any successful presidential claim of execu· 
live privilege. 

But the issue lacing President Clinton 
reaches far beyond legalities. Refusing to 
turn over the documents only fuels an 
impression or obfuscatinr and stonewall· 
ing. extending his political troubles. That 
is the lesson of Watergate. says the Univer· 
slty or Wisconsin's Stanley Kutler. a legal 
historian. "Don't Ue, don't stonewall," Mr. 
KuUer said. pointing out that both Mr. 
Nussbaum and Mrs. Cllnton should know 
this lesson. They were there. working 
as lawyers on the House Judiciary Com· 
mittee's Watergate Investigation. 

,..."' ..... .... ,.("Uonk n f rnurse.. have faced 
\-UllUu o/ef~J~S u1YOl'Va11g past busi~ deal· 
ings and personal papers. and in both 
cases candor won out. Junmy carter faced 
questions about the financin&' ot his !am· 
ily's peanut warehouse in Georcta- A spe­
cial counsel was appointed. and President 
carter arree<t to give a deposition. Later. 
the independent counsel probing the Iran· 
contra scandal asked to see President 
Bush's diaries. After Mr. Bush sourht I 
outside counsel, the diaries were made 
available. 
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Clinton puts 
limits on offer 
to help probe 
Business partner owned failed S&L 
By Jerry Seper 
THE-.sHINGTONTM.S dJ 

President Clinton offered yester­
day to cooperate with the federal in­
vestigation into the fraudulent use of 
bank funds by his Arkansas busi­
ness partner, but the White House 
said it reserved the right to exclude 
some documents from the investiga­
tion. 

Mr. Ointon said that records in· 
volving him, James B. McDougal 
and their wives in various deals have 
not been requested by investigators. 

"Of course we'll do what we can to 
cooperate." the president said dur­
ing an Oval Office interview "ith 
reporters. 

However, the White House later 
said that while the president plans to 
"fully cooperate"with the federal in• 
vestigation of Mr. McDouaal, owner 
of the failed Madison Guaranty Sav­
ings and Loan Association, he re­
serves the right to withhold any doc­
uments he considers "privileged." 

While House Chief of Staff 
Thomas F. "Mack" Mel.any said the 
riles taken during two searches of 
White House Deputy Counsel Vin• 
cent W. Foster Jr.'s office after bis 
July 20 suicide would be reviewed 
"one at a time" if requested by inves­
tigators. 

Administration officials have said 
the records are covered by the 
attorney-client privilege because 
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Mr. Foster was the ClinlOIIS' per­
sonal attorney. 

The Justice Department, which 
sent investigators to Little Rock, 
Ark., Last month to look into accusa­
tions that Mr. McDougal approved 
fraudulent loans of S250,000 and di­
vened money to the campaigns of 
se,ieral Arkansas politicians, includ­
ing Mr. Cl.iJ\ton, has not commented 
publicly on the probe. 

Justice Department spokesman 
John Russell said yesterday be was 
precluded from di$CUSSing any mat-
ters under investigation. ~ 

Law enforcement sources-said in­
vestiaators want to see the reclords, 
along with other documents and ma­
terials remCM!d from Mr. Foster's of­
fice, but have not decided bow to pro­
ceed. The sources said the records 
may hl!ve to l!e subpoenaed, perhaps 
setting up a White House-Justice 
Depanment confrontation. 

In another development, Senate 
Minority Leader Bob Dole asked for 
congressional hearings into Mr. 
Ointon's role with Madisoll and a 
northern Arkansas real estate ven­
ture known as Whitewater Develop­
ment Corp., owned by the Clintons 
and Mr. McDougal and his wife, Su· 
san. 

Mr. Dole, Kansas Republican, re­
quested Senate Bankin& Committee 
h~gt in a letter to the_ panel's I 
chainnan, Sen. Donald W. Riegle Jr., · 
Michigan Democrat. His call echoed 
one this week by Sen. Alfonse M. 
D'Amato of New York. the commit­
tee's ranking Republican. 

"The American people deserve a 
thorough and independent review of 
the whole Madison Guaranty­
Whitewater affair," Mr. Dole said. 
"Although the allegations .. . are too 
numerous to list here, they are suffi­
ciently serious to merit a thorough 
committee investigation." 

Mr. Dole's call for Senate hearings 
followed requests last week by Reps. 
Jim Leach of Iowa and 'Ibby Roth of 
Wisconsin. both Republicans, who 
asked House Banking Committee 
Chairman Henry B. Gonzalez to be­
gin an investigation. 

When Mr. Gonz.alez. 'Iexas Demo­
crat, declined, Mr. Leach, the Ml'P.l's 
ranking GOl- ln~ u.L>t;,, ~4H ..... ::. 
own inquiry. 

Mr. Leach yesterday asked At­
torney General Janet Reno to ap­
point a special counsel to investigate 
the case. In a letter, he said the at­
torney ge neral was in the position of 
being both the country's top law en­
forcement officer and a key ad min• 
istration official . 

Mr. Russell said no decision had 
been made on the Leach request but 
noted that Mfas Reno has not sup• 
poned other calls for the appoint· 
ment of special counsels. 

The Just.ice Department has not 
said how it would handle claims of 
attorney-client privilege by the 
White House. It is not clear how 

\ · . 
\ · 

valid such claims would be, said 
Mark Levin, who was chief of staff 
for Attorney General Edwin Meese 
lll and is director of the Landmark 
Legal Foundation. 

Mr. Levin said that if others, in· 
eluding White House <Aunsel Ber• 
nard Nussbaum and two Clinton 
aides, were 11iven acu.u to the rec• 
ords during two searches of Mr. Fos• 
ter's office, the privilege might havt 
been waived. 

Mr. Ointon's offer to cooperate 
conflicted with statements this week 
by first lady Hillary Rodham Clinton 
and Press Secretary Dee Dee Myers, 
who said records taken from Mr. 
Foster's office, including those in• 
volving the Whitewater venture, 
would not be released. 

Mrs. Clinton told reporters during 
a series of interviews that she saw 
no reason to release records show­
ing the couple's business dealings 
with Whitewater or ties to Mr. 
McDouaal and the Madison S&L 

"I am bewildered that a losing in;. 
vestment . . . is still a topic of in· 
quir')( she said. "I think we've done 
what we should have done and don't 
feel the need to do any more than 
we've done." _ 

Miss Myers said the Clintons do 
not intend to release the files. "Being 
forthcoming, who I think the pres­
ident and f irst lady have been, 
doesn 'I mean you have to tum 0\/Cr 
every single file." 

I t was not clear yesterday which 
files Mr. Ointon says he is willing to 
release. White House officials have 
said records pertaining to White• 
water and Mr. McDougal, along with 
personal income tax returns, were 
removed from Mr. Foster's office 
and taken to their personal attorney, 
Washington lawyer David Kendall. 
but have not provided specific de• 
script ions. 

During the 1992 presidential cam• 
pe.ign. the Clintons said the White• 
water records had disappeared. 
That statement followed a New York 
Times report in March 1992 that the 
couple improperly deducted SS,100 
in interest payments on their income 
, :,,., ~.,.., . . ,._ .• .-_ , no" !! .,...a ,noc- i ,- ~ 

u...,.1:..,,1,.UVu ilh' ,,H ._,.._.,g '-ue partner• 1· 

ship. The deductions saved them 
about S1,000 in taxes. 
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An Arkansas businessman whose name is on a$ 3,000 cashier's check that was 

used to help retire Bill Clinton's 1984 gubernatorial campaign debt says he 
never made such a donation. 

Ken Peacock, then a 24-year-old college student, said in an interview he was 
surprised to learn from The Washington Post that his name is on a cashier's 
check collected at an April 4, 1985, post-election fund-raising event. The 
reception was sponsored at Clinton's request by James B. McDougal, owner of 
Madison Guaranty Savings & Loan and former Clinton business partner in an Ozark 
land venture, the Whitewater Development Corp. 

The Peacock check and a handful of others made out to Clinton or his campaign 
that day are in the possession of Justice Department prosecutors in Little Rock, 
federal sources said. Questions first arose about McOougal's relationship with 
Clinton during the 1992 presidential campaign. Prosecutors have now been asked 
to investigate whether depositor funds at Madison were used to benefit Arkansas 
politicians, including Clinton. 

Peacock, whose father, Charles Peacock, was a major Madison borrower and a 
member of the thrift's board of directors, said he was baffled by the check to 
Clinton. "I don't know anything about it," he said. 

Betsey Wright, a long-time Clinton aide and his campaign manager in 1984, 
said yesterday that she had never before heard that Ken Peacock or anyone else 
disputed having made a contribution. "It makes me sick," she said. 

Clinton asked McDougal to put on the cocktail party fund-raiser to help pay 
off a$ 50,000 personal loan he and Hillary Rodham Clinton took out in the final 
weeks of his 1984 campaign, according to Wright. The Clintons would have been 
personally liable for the loan if the campaign hadn't raised the money to pay it 
back, she said. 

"It was taken for the purposes of the campaign, and the intent was to 
ultimately pay it back through campaign contributions, and it was," Bruce 
Lindsey, a senior adviser in Clinton's White House, said yesterday. "There was 
nothing improper about that." 

The checks to Clinton or his campaign were first discovered by investigators 
for the Resolution Trust Corp., which recommended last fall that the Justice 
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Department open a criminal investigation into irregularities in the use of 
Madison funds. Among the checks the RTC turned over to the Justice Department 
were$ 3,000 contributions to the Clinton campaign from the late Dean Landrum, 
an employee ot Charles Peacock, and from Susan McDougal, James McDougal's wife. 
Another$ 3,000 cashier's check from former senator J. William Fulbright was 
made out to Clinton personally. 

Fulbright is ill and unable to speak with reporters. A former aide who 
handled some of his financial affairs said he had no specific knowledge of the 
contribution. James McDougal has denied funneling Madison funds to Clinton or 
his campaign, and Susan McDougal has said she has no knowledge of Madison funds 
being improperly used. 

The public records still available for Clinton's 1984 campaign include no 
mention of contributions made at the 1985 fund-raiser. Last month, former 
Clinton campaign aides said they would not make their own records from the 1984 
election available. Yesterday, Wright said she recalled filing post-election 
contribution reports that included individual contributors for the fund-raiser, 
as required by state law. But she said she has been unable to locate them. 

The fund-raiser, held in Madison's lobby, was attended by 50 to 100 people, 
most of them Madison stockholders and employees from its branch offices in rural 
areas northeast of Little Rock. Several who attended said Clinton was not 
present and McDougal was in his office working for most of the afternoon. 

Investigators for the RTC have sent a package of criminal referrals to the 
Justice Department recommending further investigation into whether some of the 
Madison checks to Clinton were written on overdrawn accounts with McDougal's 
authorization. They also asked prosecutors to determine whether some of the 
money may have come from real estate loans Madison made. 

Wright said the fund-raiser brought in about half the$ 50,000 the Clintons 
borrowed and that she raised the rest from other individuals. 

During the 1980s, the Arkansas secretary of state's office routinely 
discarded campaign records after several election cycles, and Wright said she 
probably forgot to file them at the county clerk's office. 
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S&L scandal shadows Foster)s last 
By Jerry Sepe, 
nc_ ~ f O,,, fMI m 

Several or the co111c1dences III the 
Arkansas sav111as and loan sandal 

FOSTER 
FrompagtAI 

"- •1 
Mr Foster's on,ce telephone. 1t11de1ays 
bet-n July 6 and July 20. 

that has embroiled President Oin· room. ln11es11g1tors who went so Mr. 
ton and his wife lud 10 lhe 1uicideor Foster 's house also were turne d 
Vincent W. Foster Jr .. the ~'lute IWa)t 

House deputy counsel who r111Uy ~ 111111,ned and undated Foster 
shot himself July 20. note, whidl conlAined no flncer• 

Like most suu:ides. Mr. Foster's prinu and from which one section is 
IOOk lus ulllmlte secttlS IO the miuu,a, WIS dlSCO\'ered IIX days 
cn,oe. after his duth. Tom 11110 27 pieces. 

No one in an o!riclal capacity 11ys It wu withheld from 111.esuaators 

Mr. Lrons. the Den,1!r la"'yer, ha1 
noc tttumed ltltplione calla to hl, 
off,u -kin• comment and upla, 
n.tllOIU about Ill• J11ly 20 call IO M r. 
f oster. 

his dulh WIS directly connected 10 by Whne House otfic~ls for JO 
lhe iUeaiuons or fniud and illec•l hours. They said lhey wilted 10 rum I 
camp11,n 1>1roth by officer, or II 011er until 1fter Mrs. Foster hAld 
M1di,on Cuuaoty Savina, and rud IL . 
Loan or Uttle Roell. N~r wtll anyone . ll 1ppears, howiever, lhlt lhe de~y 
connect h to hla putlape~ as the also wu related 10 etfons by White 
Olntoaa' pel'IOMI lay,o,er In lhe flnl House &idea 10 bnn1 lhe nole 110 Mr. 
flfflil~'I finandal dwinls. which Oinlon'S anention. Allhouah M&rk 

IAit month. hCIM'>tr, h" told the 
Chicaao nu, ..... ""'' he had talkN 
to Mr. f oster - •al times " '°""'v" 
before hlJ dulh. but he v.'OUld not 
d.lscu11 mstten they Nld talked 
about alnce these were c:onversa• 
Dona between tumselr and the Clln· 
lOnl COIie~ by anomey-c:lie.nt pnv• 
lleae. Since then, In October, Mr. 
Clinton named Mr. Lyons 101 so.em • 
men, 1dvl10ry panel seekina puce 
In Ireland. 

The Rose Law Firm 1110 has not 
reNrned calls seekln1 comment on 
who may haoe called Mr. Foster on 
July 20 and w~ 

pull him 11 -ralof lh! polnunow Gearan. the dittetor of eommunica• 
under federal inveatiaiuon; ts tion, 11 lhe While Houae, said at the 

8~t the timlna _of ce.rl&ln -.i lime lhll Mr. Cllnton had not attn 
contu,ues to tantallu fnendJ and U • 
soclates both here and 1n Uttle the note, FBI •cent Roben B~nt, 
Roek. ' who headed the buruu'I Washin1• 

F\iellna the 1pecul1tion are two lOn field office, disputed lhlt in • 
telephone calla made 10 Mr. fo111u1 public statement. 
the Wlute House on the momiftC ol At an Aue. 10 neW1 conference, 
thedayhekilledhlmself. Alsodnw• Mr. Bryant, who since hu been 
Ins acrutiny 11 the tlminaor a lCIJ'Ch named to he.id the FBl'l lntelllcence 
warrant ser.oed that day on anocher division. II.Id: "There WIS concern 
former 1 uoc~1e of Preaident C1in- b)' White House ,tatr about uecu• 
ton'I. tioe privilqe and ,bou1 family Inter, 

The telephone c:all1 were recel...S esu. Tiie note WIS subtequently re-
between 11 a.m. and noon. Thlawu v~Wltdby(Mr. fotter't)wlfeandher 
Ju11 alter Mr. foster 1 nended • cere- 11tomey .. , and wu then ~•wed 
mony in the Rose Carden where Mr. by the prealdent for neculiYe privl, 
Clinton and Anomey ~ Jwwt lece Issues.· 

Reno IN>OUnCCd the nomination °' There also were contradlctions in I 
Lowa J. h-Nh to be the dlreclor of comments by Whlte Houae otriciaa 
the FBI, and_ Just before Mr. foeter includina Mr. Clinton, 1bou1 Mr. Fo,: 
left the Wlute House for the IHt ter's crowlns depre11ion. lnllially, 
11

~ call wu from James M. Ly, Mr. f oster wu ~led•• a "f!ock o! 
on,,a Denw.rllW)'tr asal,nedbytbe C,braltar In nme, of ~ff•cu~ty 
Olnton campalsn to inYuti1a1e the whose d~th came •• • thock to 
connection be'-1! the ClinlOnl and the prestdenL 
James B. McDou11l, the - ol Mr. Ointon told reporter, he had 
Madil<ln S&L, in • land-dcwlopment no 1du that his boyhood friend had 
venNre in the Arl<anas Osarlu. any peuonal problems, saylnc Mr. 

This association had become III la· Foster'I ·c~ose,1 frie~• Mt around 
, sue In the presidential campolpl. d11cussinc the suicide and that 

The other call w11 made from the ·none of us· knew he had any con• 
Rose Law f'lrm in Linle Rock ,mere cems •bout his job or about other 
Mr. Foster and HWa,y R~Clln- I dltficulUu In his lire. 
ton we.re once senior pannera. J u11 , Mr. Ce.ran II.Id Mr. Foster "never 
who made this caU is no, yet clear. t 11id anythina 10 his c:olluaues here 

The aurch warrant , ai,ned NV• • 1n the White House or his friends 
eral houn, before Mr. Foster put • ' here in Wuhinrton that would In• 
run 10 his he.id, authorited I.he I dicate that anythinc wu out or the 
search or the offices of • lend1111 I ordinary," 
company In Unle Rock that had The known facts belie this auer• 
a ra nted a 5300,000 loan to Mr. lion. Mr, Foster's fnends. concerned 
McDouaal'I ..,:,re, Susan. that he wu troubled, had urced him 

Some of th11 money ended up In 10 seek psychl11ric help. Mr. Clinton 

The search w1rrant waa aianed on 
July20at 1:35p.m .• but h1 exittence 
was known 10 pro~utors, ln""11i1•· 
tors and cxhers u rly 1h11 momln&, 
law enforcement aourca 11ld. It 
was used 10 seatdl the offices of 
Capltal·Mana1emen1 Service, lnc., 
• Small Busi.nesa AdmlniJtration, 
1ppl'OYed lendinc tgency operated 
by 0.vld L Hale, a Little Rock mu• 
nicipol judaeuntil he re1l,ned man• 
tlcif)ltion of Indictment. 

Mr. Hale, who WIS IICtiYe in Ar· 
kan111 Democratic Party polltlcs 
ror more than 20 yeara, hAI• said he 
wu pressured In February 1986 by 
Mr. Olnton and Mr. McDouaal Ill I P, 
prow • loan to Mrs. McOousal to 
cla r up financial problem,. The 
SJ00,000 SBA•auarantffd loan ..... 
approlled In March 1986 and some or 
the money, accord Inc to record,, w11 
dlYCned 10 Whitewater to fund prop• 
eny purchases. 

Mr. Gearan, the While House 
communication, director, hu aaid 
that Mr. Clinton ha, ·no recollec, 
lion" of any such c:onwrsalion with 
Mr. Hile and does not believe such• 
con11er11llon took place. 

Mr. Hale rui,ned in Stpternber 
after his Indictment on chercc1 re• 
sultina from other fraudulent SBA 
loans. He pie.dee! nor aullty to the 
charcu and face, Ina! Feb. 28. Our• 
ln1 the FBl'1 search of Capital• 
M1n1aemen1. records on the loan to 
Mrs. McDou.111 "'1!re included in 
those taken by •aents. 

lhe aceounu of Whltewater Dewlop, called him II home the nlah1 before 
!"'"' Corp., a ~nd. 11en1ure owned his death, spe.kina 10 him for about 

• Jointly by the Chntons a nd the .- 20 rninutcs. 
McDougal,. As the Clinrons· per• 
sonaJ lawyer, Mr. Foster handled lhe ln\'e&1lga1ors look,ng Into the fos• 
sale or their half-ownership of ler d.ath •lso ';"Y they were_ con• 

~Ir. McDouaaJ. "'ho ser.oed as a 
flnonclal adviser to CoY. Clinton in 
1979. 11 the focus of an investla11ion 

1 into 1lleaa11on• he m1nipul11ed 
fraudulent loans 1hrou1h Madison 
and ille11II)• 1u1horited l)lyments 10 
aeveral powerful Arkansas politi• 
clans. i.nclud lna Mr Clinton. Whitewater and filed the I\Cceu&ry cemed that White House otf1c11ls 

tu forms when It wu diaco-,ored dtd not seal his olf1ce. PreYenti.nc 
Whitewater had foiled to file - . anyonc from enterlnc It, after h11 
nne tu re1um1 for a 1h,-yearpe- 1 body waa discove~ and ldent lried. 
riod when the Clinton, were llill White House Chief of Stttf Tboma1 
half-o.,.,,ers. · f: "Mack" Melany told otficers he 

The • lrnificance or this b 1101 orde~ the otfice sealed to ensure 
clur, either. but • note left by Mr. j that no Pl~•• were remOYed, but it 
~" ... , ..... ,,. .. " ,. '-'•· '""'h ... I-IC""•~.- -.lff. nc-w:-theltu remaJned unlocked 
..: . . . .... h;1 nb-..t;:.llt.u . ..... a144..,., •• ,,.e . O\'trnJ&ht. 
publlc will ne .. r believe the in/lo- uw enforcement aourcea say 11 
cence or the ClinlOnl and their loyal luSl three person, entered the of• · 
Stat!'." Oce before ,uard1 were polled on 

The rembli.n1 note contin~: "I the door 11 11 the followln1 mom1111. 
made mmeku from l,norance. In· The three pe1'110N _,. not identl• 
experience and overwork. I did not tied. 
knOWUtaly v1ol11e any law or stan• Mr. foster'I duth lu closed case 
dard of c:onduc,.· . · 

Clune uecuu ve privll•••· WhJte ru_led • suicide by U.S. Park Pohce. 
House Counsel Bernard Nussbaum H11 body wu found about 6 p.m. on 
prev,,nted U.S. Park Police and lhe I July 20 In an laolated Nonhem Var­
FBI from 1urch1n1 Mr. Foster's of• sinia pork slumped • ••inst a Civil 
f1ce or look1na throu1h tus pe"""8! W.rcannon, with his I 913 Army Colt 
1>1pera or personal belon11111• ,m, ~h>tr 11111 in his hand. He had 
mediately after hi1 duth. r,~ • , 11111• 1h01 11110 his mouth 

The aaents were ordered to 111 in The two telephone calls 10 the 
chairs tn • hallw1y while 11111' of• Whitt House were 1den11f1ed br 
r,c11Js went throuch the docunom11 l'llrk ""hce and the FBI from doc• 
Ari FBI •a•n1 wu repnt-.ded umenu submitted br the Whne 
when he stood" up to peer lllto the Hou,e The documenll Included no· 

1111onsof telephone e.t1lls to and from 

The Resolu uon Trull Corp . 
(RTC), which d,sposes or (1iled N V• 

1n1und loon,, had asked the Justice 
Deponment to investigate quutlon1 
of irrerul1ri1lu inYOlvlna MadlSOt\. 
RTC lnve1lla11ors questioned 
whether c1mpal1n contributions 
we:e linked to effons by Madison 10 
win ltlte 1ppr0\'1l f, . a l';n,in 11'11 
pl1n - otfered by Mrs. Clinton - to 
htlp th• S&L 111y III busineu. 

Mr. McDouaal. who was indicted 
In 1989 on fraud chars•• In C:OMec• 
lion wnh Mad,aon and acquitted in 
1990. hlS denied any wronado,n, . 

The pre11den1 has said that while 
he received money from Mr. Mc­
Doucal - includ1nc lump 1um, that 
were used to clur up debts from h11 
,ubema1or11I campa,,ns - he had 
no knowledae where his bus,neu 
partner and lon111me fntnd had Ob· 
tallled the cash 
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AM-Clinton-S&L,340 
Times: McDougal Helped Relieve Clintons' $50,000 Personal Debt 

NEW YORK (AP} The operator of a failed Arkansas savings and loan helped 
relieve his friends Bill and Hillary Clinton of a $50,000 personal debt that 
was entwined with Clinton's 1984 campaign for governor, a published report 
said. 

The Clintons borrowed the $50,000 from a small Arkansas bank in the 
closing week of the 1984 campaign, and the money became part of the campaign 
debt that Clinton later asked James McDougal to take care of, The New York 
Times said in Wednesday editions. 

The newspaper quoted McDougal as saying Clinton, who left the governorship 
after winning the presidency last year, ' ' asked me to knock out the deficit'' 
from 1984 as Clinton prepared to seek re-election in 1986. 

In the spring of 1985, McDougal held an early-evening fund-raising event 
at the Little Rock office of his S&L, Madison Guaranty Savings and Loan, near 
the governor's mansion. 

There, McDougal told the Times, he delivered about $35,000 in checks to 
Betsey Wright, who had managed the 1984 campaign. 

McDougal's fund-raising efforts to help pay off the '84 campaign debt were 
known previously. What hadn't been known is that part of that debt entailed a 
$50,000 personal debt owed by the Clintons to the Bank of Cherry Valley, which 
was owned and run by a senior aide to the governor. 

Federal investigators have said previously that in reviewing Madison's 
records following its collapse, they found evidence leading them to suspect 
that some campaign donations assembled by McDougal had been improperly 
diverted from the S&L. 

The Times reported that investigators traced checks totaling $12,000 from 
Madison to the Clinton campaign's account at the Bank of Cherry Valley. Those 
checks were issued on April 4, 1985. 

Bruce Lindsey, a senior presidential adviser, told the Times the 
relationship between the Clintons and McDougal had been entirely proper. But 
he said he was unable to answer specific questions about the $50,000 loan or 
its repayment. 
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An angry Stanley Tate officially withdrew his nomination to head the 
Resolution Trust Corp. yesterday, blaming his difficulties on opposition from 

a key senator, rumormongering by worried RTC bureaucrats and lukewarm 
administration support. 

"Washington is a vicious city, with all kinds of hidden agendas," Tate told 
reporters, reading from a letter he had delivered to President Clinton. "It is a 
city full of rumors, allegations and accusations," he said, calling the 
confirmation process "a devastating experience." 

Senate Banking Committee Chairman Donald W. Riegle Jr. (D-Mich.) has refused 
to meet with Tate or schedule a hearing on his confirmation. As RTC chief, 
Tate, 65, a Republican and a real estate developer from Miami, would have headed 
government efforts to clean up the remains of the savings and loan debacle. He 
has been accused by RTC staff of using his influence improperly. 

Tate said he was advised by senior Treasury officials in the past few days 
that "it would be in my best interests" to withdraw quietly. "I was told if I 
revealed too much, or put people in high places on the defensive, I had better 
be prepared for a barrage of new allegations and accusations about me and even 
about my family. I was further advised that these accusations would be made up, 
even outright lies," said Tate. 

A spokeswoman at the Treasury Department said that Tate had a private meeting 
with Deputy Treasury Secretary Roger c. Altman Wednesday to discuss whether he 
should withdraw, but that "no one in the Treasury or the administration 
threatened Mr. Tate." 

Tate, who had been a paid adviser to the RTC oversight board since his July 
nomination while awaiting Senate confirmation, said he had compiled a report for 
Treasury on mismanagement, waste and possible fraud at the RTC, but said it 
would be up to administration officials to release it. Treasury officials said 
they had not yet seen the report. 

"There are employees of the RTC who are afraid of me and obviously afraid 
of what changes to 'the system' I might bring about. These people are really 
concerned that some of their actions and activities would be revealed," he said. 
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Some of Tate's activities at the RTC have drawn criticism from agency 
employees and have been the subject of news reports. 

He was criticized for attempting to intervene on behalf of friends who were 
trying to buy property from an RTC contractor, but said yesterday he wanted 
the property "sold to the highest bidder." 

Tate also asked to see the case files on longtime acquaintance David Paul, 
head of a failed Florida S&L who was convicted on criminal fraud charges last 
week. Tate said he returned the file unopened when he saw it was marked 
confidential. 

Tate also sat in on an ethics panel reviewing its decision to ban the former 
law firm of Rep. William J. Jefferson (D-La.) from doing business with the 

RTC. Tate said he did not know Jefferson and offered to leave the meeting if 
anyone present objected to his being there. 

A spokeswoman for Riegle said yesterday that the committee staff had not 
scheduled a hearing because it has been reviewing "several serious questions" 
raised in the press about Tate's background. 

"The committee has been gathering the relevant facts on these and other 
matters of concern related to his nomination as is its normal practice," she 
said. 

With Tate's withdrawal, the Clinton administration will have to begin a 
search for a new nominee. 
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a loan, intended for disadvantaged businesses, that 
instead was used to indirectly finance a Whitewater 
Development Corp. land transaction . 

Attorney General Janet Reno has rejected a Republican 
request to appoint an independent counsel to look into 
Whitewater . 

AM- Aspin,380 
Aspin Has No Plans To Resign 
By SUSANNE M. SCHAFER= AP Military Writer= 

WASHINGTON (AP) Defense Secretary Les Aspin has no 
plans to resign and ''continuall y gets assurances '' 
President Clinton is satisfied with his performance, a 
Pentagon spokeswoman said Tuesday . 

''There are no plans for anyone here to resign, '' 
spokeswoman Kathleen deLaski told reporters at a Pentagon 
briefing . 

Ms . deLaski was asked recent published reports faulting 
Aspin ' s performance , such as one published in Sunday ' s Los 
Angeles Times quoting unnamed senior White House officials 
and members of Congress criticizing Aspin as the weak link 
in the administration ' s national security team . 

''I challenge the premise of those reports, '' Ms . 
deLaski said. ··we continually get assurances that the 
president is satisfied, very satisfied, with Secretary 
Aspin ' s performance .'' 

Ms . deLaski added that Aspin met Monday night at the 
White House with the president to brief him on the U. S . 
mili tary role in Somalia, but said she was told the topic 
was ''strictly Somalia.' ' 

The spokeswoman also discounted as ''six-month-old 
gossip ' ' some published reports that said the secretary 
would resign for health reasons . 

''He has boundless energy '' and outlasted her and 
reporters who accompanied him to Japan and Korea last 
week, the spokeswoman said . Aspin had a pacemaker 
implanted earl i er this year after a heart problem flared 
anew. 

''He ' s showing no symptoms that alarm him or his 
doctor, ' ' she added . 

DeLaski also contended that Aspin ' s ''tiger teams ,'' 
specially formed to help manage policy for trouble spots 
such as Haiti, Somalia, Bosnia and North Korea, have been 
·· working very well, '' but she declined to discuss how. 

Aspin came under scathing attack on Capitol Hill 
following a street battle in Mogadishu last month that 
killed 18 U. S . Rangers and wounded 77 , particularly after 
the secretary acknowledged rejecting a request for 
additional armored vehicles that some military officers 
contend might have averted many of the deaths . 

In a televised interview Sunday, Clinton said Aspin and 


