Suzanne Garment

‘Give Them the Papers’

To do otherwise invites more trouble.

“So pay the two doilars.” That's the puncn
ane m a long. classic ke about a guv wWno
refuses 1o settlé 2 pariang DOket and endas up
n tront of a finng squad. There s an anaio-
FOous precE Ol AdVICE KO DY ANVONE WTo
nas ooserved the past 25 vears ol Washung:
1on scandals: Give them the papers.

You say they have no ngnt to te papers:
Grve them the papers anywav. Is there em-
barrassmg mformation m the documents’
Just give them the papers, and quich.

The Chntonstes are poltically sophust-
cated folks. Yet to udge by thewr nandling
thus far of the Whitewater scandal, involv-
ing 3 busmess venture bv the Furst Couple
n partership with faded savings and loan
operator James McDougal. samunsstranon
operalives were absent rmom class aunng
thus lesson. Indeed. tnewr benavior nas peen
0 clumsy as to suggest that perhaps the
lesson cannol be taughtat all

Cur current expenence un scandal docu-
ments begns, naturallv. with Watergate.
By the ume President Ruchard »uxon had
frushed fightng the public batue to keep
fus Oval Office tapes secret. he had wun-
tenvonally made them a svmbol powertul
enough to destroy hum.

True, some people take ithe opposite
wiew of Ncon's faure. argung that he, as
president. could and should have destroyed
the tapes altogether. That compbcating op-
uon, though. was not open to Nixon's suc-
cessors m scandal.

Environmental Protection Agency offi-
cal Rita Lavede got mto big cromunal trou-
ble not for conflict-of-interest violations but
for altening records of those contacts
When a crumnal case, later dropped. re-
moved NASA admunsstrator James Beggs
from hus agency on the eve of the Challeng-
er launch, the cause lay largely n imndorma-
pon that tus old company General Dynam-
s had withheid from government auditors.
The independent counsel proved unable 1o
convince a jury of Obiver North's
crimes but succeeded when it came 10 de-
strucuon of docurments.

The expenence of recent decades teach-
&5 Lhat, innocent or guity. you will have 2
hard ume keeping informauon out of the
hands of invesbgators and. ulumately. the
pubbic. Moreover, if you fail. vou will have
bought yourself much more trouble than
vou were in to begmn with.

That bemng the farrhy ciear case. how do
we explam the Chinton admunsstration and
Whitewater?

By the end of the week. the nauonal
news media were aimost unanumous m g
ng the White House rwo on a scale of 10 n
its response o the scandal

The cited mustakes were numerous: not
meetng the charges head-on in the 1992
presidential ampaign, removing docu-
ments from Vincent Foster s office after

moval, Keeping the swoxde invesugaton
low-level and quet. not fully cooperaung
with investugators. finally offening 1o turn
over documents withoul reveaung the exis-
tence of a Deparument of jusuce subpoena
tor them, using the subpoena to aveid put-
lic disclosure, and saying the documents
nad been turned over wnen they had not,
Whate House spokespersons sav nefan-
ous motrves are bewing ascnbed 1o therr in-
aocent mustakes: When Chinton lawvers ap-
praacned the jusuce Department about
celvenng documents, they did not know
about the preparation of of the subpoena

When presigential aide reorge Stepnanc-
POUWOS 541 Lhé papers Nad Deen @ven Lo -
VESUZAtors. e axd nol KNow a0out Lhe ge-
lav.

These explanations are not IMplausiDie
Responang to a2 big pouucal scandal with
cruTunas impucauons 1s lomsocal hell. Re-
cords wiil be toung mcompiete. Documents
wul pe tana') mussing. Memones will be
(AHA!) contradictory

The crumnal matter— the only part ot
the scandal, after all. that can put the tar-
get in the slammer—nas Its imperatives
Sometmes delav 1s necessary. to make
sure tnat the evigence is well ungerstood
But the pouticai and pubbc relations task
nas its own, usuallv contraquctory, de-
mands What 1s napperung to those gocu-
ments. it wili be askeq. whue they are De-
iNg kept secret’

The rugner up the omcial target. the
more peoDie wili be iNVoIveC as nanalers
ana the mare damage controlers there are.
tne more damage there will be to contro!

Thus no matter now many scandai ex-
ampies we have defore us, officals involved
n scanaas will usuaily produce enough
SCTew-ups 1o create some forward scandal
momentum of thewr own.

In the Whitewater case, the admirustra-
ion has now put together a Damage Con-
trol Team. So we can expect fewer of these
techrucai mustakes. But it may not be so
2asv for the scandal commandos to deal
with the deeper reasons for inepttude.

A Washungron Post wnizer asked one of
the damage controllers last week whether
Clinton should now sumpiy acquesce n Re
pubbcan calis for an independent counsei (c
ook mto Whitewater. Aner all, he wouid
protably get cne in the end anvway.

That. the ofbcai reportedhy said. 1s "a
non-starter -

Why thus getermunauon to resist the in-
evitable? Perhaps both Clintons are fully
snowngn guilty as sin and grmly deter-
muned 1o buy Lme.

That 15 possibie but not likely. at least =
iy exIremee 10T, Hﬁ'lf?'.'(.‘.', what ybout b
ing guuty rust a bre bit? Or pust one of
them cuipable’ What about information i
thase gocuments that bets the pubbc 1 on
embAITassNg tungs not reiated 1o Lhe
Whitewzter case? Or facts that are reiatuve
h nocen: but look so awtul that they can-
rot be successiully explaned?

These guestons are difficult under ars
croumstances. When they anse in marters
of sex or money, thev Lap perhaps the two
largest mooetn reservors of guill, confusion
ana panc. Agam and agawmn m recent scandals
we see olherwise calculating, competent -
dnaduats kose ther shrewd udgment and
SUCCUmD to paratysss when they are dumped
heaa-frst mto these pits. And the Whute-
Waler case carmes an even heawvier burger.,
shagowed as it 15 bv violent death

All the camage controlers and cnsis
managers i the world cannot fullv save 3
poucal flm from irese anoeues and
tnewr conseguences We need not fear wna’
DOULCIANS. learmung rom tne past. wil
grow so sialied that they spot the scanaal
S£aS00N 107 US: WNen Lhe Nounas are reag.
there will be prenty of nares mghteneo
ENOURN 10 DIoVIoe 3 TTanuc Cnase.

The writer 15 a reswaent scholar at tne
Amerwan Enterprise Institute and
author of “Scandal: The Cuiture o
Mustrus: in Amencan Politics ™
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An Ever-Growing Paper Trail

Clintons’ Whitewater Records Go From Nothing to Volumes

Washengton Post Swaff Wnters

By Howard Schneider and Charles R. Babcock A ]

When the subject of Bill and Hillary Clinton's in-
vestment in Whitewater Development Corp. first
came up during the 1992 Democratic primary cam-
paign, they said the records were with their co-in-
vestors in the land venture, James and Susan
McDougal.

No, said the McDougals, the records had been
shipped to the Arkansas Governor's Mansion for
safekeeping by the Clintons.

A few weeks later, Clinton aides had assembled
enough documentation to prepare a “forensic ac-
counting” of the venture and declare it a money-los-
er for the candidate and his wife.

Last July, a Whitewater file kept by White House
deputy counsel Vincent Foster was removed by
White House aides immediately after his suicide,
and was only recently acknowledged.
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and loan owned by the McDougals.
The thrift, Madison Guaranty Sav-
ings & Loan, failed in 1989 at a cost
to taxpayers of $47 million to $60
million. Federal thrift investigators
have found evidence that money
from the savings and loan was di-
verted to Whitewater and other
McDougal companies and listed the
Clintons among the possible ben-
eficiaries.

The Clintons have said they were
passive investors in the venture and
did nothing improper. They said the
McDougals were in complete con-
trol of Whitewater's operations and
recordkeeping.

The release of the Clintons'
Whitewater records to the Justice
Department is an effort to solve a
political problem for the White
House. But it is just one step for
investigators, who are trying to un-
derstand the connections between
Whitewater, Madison and other
McDougal businesses that have a
history of missing, incomplete and,
at times, inaccurate records.

According to federal regulators
and independent auditors who ex-
amined Madison, the books of
McDougal's thrift were notoriously
inaccurate. Accountants from Peat
Marwick Main & Co. who looked at
the thrift after McDougal had been
removed in 1986 found that during
his final years the “underlying doc-
umentation for cash disbursements

. was often missing or incom-
plete, and entries recorded in direct
violation of regulatory and gener-
ally accepted accounting princi-
ples.”

Judging from the few publicly
available land and loan documents,
Whitewater exhibited some of the
same deficiencies. Recorded land
sales, for example, did not always
match the true value of transactions
to the company.

According to sources, thrift in-
vestigators have found checks from
Whitewater to McDougal that were
characterized as loan repayments,
although there was no documen-
tation for the original loans.

Now, what began as a seemingly incomplete ar-
chive has turned into a cornucopia of paper as the
Clintons prepare to do something they have refused
to do for the past 1% years—assemble their White-
water material in one place for an independent re-
view. White House aides anticipate that they will
ser!d]lhe Justice Department several boxes of ma-
terial.

The release follows a Justice Department subpoe-
na that the Clintons requested so the documents
would be protected by grand jury secrecy rules. In
fact, part of the reason the file has grown so volu-
minous is that the White House not only negotiated
the terms of the subpoena with the Justice Depart-
ment, but actually asked to have it broadened to
include campaign documents and other records with
no obvious connection to Whitewater.

The department wanted the records as part of its
investigation into a failed Little Rock, Ark., savings

See MISSING, A9, Col. 5

Publicly, the Clintons have been
reluctant to detail their involve-
ment with McDougal or the White-
water venture. They are a couple
that kept meticulous track of the
tax deductions they earned for do-
nating undergarments to charity,
but have so far failed to release any

The release of the
Clintons’
Whitewater records
to the Justice
Department is an
effort to solve a
political problem for
the White House.

canceled checks, receipts or other
records to document the $68,900
they say they lost in Whitewater.
They never claimed that loss on
their federal income taxes.

In a two-hour meeting with
Washington Post reporters and ed-
itors on Dec. 6, presidential adviser
Bruce Lindsey said the White
House did not want to release any
Whitewater records to the news
media because it would only raise
more questions about the invest-
ment. !

Others documents have been
equally hard to pin down.

Arkansas state election officials
said they no longer have records of
old Clhnton campaigns that might
prove pertinent to the federal in-
vestigation, which is examining
whether Madison funds were di-
verted to the 1984 Clinton cam-
paign.

Chris Wade, a Realtor who
helped set up Whitewater and mar-
ket 1ts lots, said he still had records
from Whitewater real estate trans-
actions. But he said he would only
share the records in his possession
if one of Clinton's advisers told him
1t was okay.



A New Opening in North Korea

" Encouraging signs emerged this week that the
Clinton Administration’s diplomacy is having the
desired effect on North Korea. The North has
agreed to allow the resumption of regular interna-
tional inspections of all seven of its declared nuclear
sites. And it has reportedly canceled the sale of its
Rodong missile to Iran. That is a relief to Israel,
which would be within range of such a missile.

True, North Korea has not yet agreed to admit
inspectors to two suspected but undeclared nuclear
sites. But this initial agreement, if carried out, will
goa long way toward easing immediate fears about
the North's nuclear program. And it has set the
stage for a package deal that could put more lasting
curbs on proliferation on the Korean Peninsula.

Critics demean the importance of the new
agreement, saying that North Korea has just stalled
since March, when it announced it was suspending
its participation in the Nuclear Nonproliferation
Treaty. But the North did nothing to divert more
spent nuclear fuel into bomb-making in the interim.
To remove such material, it would have had to shut
down its reactors. It has not done so, according to
U.S. intelligence.

An inspection can verify that, and much more.
Inspectors will be on the scene when the fuel rods in
one of North Korea's reactors are replaced in the
coming months. Their presence would deter any

The Shrinking Speaker

" Thomas P. (Tip) O'Neill Jr., dead at 81 this
week, was a well-liked Massachusetts Democrat
and competent Speaker of the House who memora-
bly remarked, “All politics is local.” Yet it is also
true that the office of Speaker has shrunk in author-
ity and prestige in part because so many House
Democrats have pushed the O’Neill axiom to its
legical conclusion. They care more about sentiment
in their home districts, as in the Nafta vote, than
about the merits of the argument and the success or
failure of a Democratic President.

~ Fidelity to party mattered far more a century
ago, when The Washington Post expressed a com-
mon view about the Speaker: it was an office “no
less consequential than the President.” During the
1890's, Thomas Reed of Maine was the unquestioned
ruler of the House, “‘ambitious as Lucifer,” as a
rival said, who clearly spoke for its Republican
majorities. The era of the czars and bosses contin-
ued with Joseph Cannon of 1llinois, Champ Clark of
Missouri, Nicholas Longworth of Ohio and Sam
Rayburn of Texas.
But after Rayburn's death in office in 1961,
-party loyalties have progressively slackened as

J

diversion of nuclear material for use in weapons.

Inspection of the reactor’s core could also help
determine whether or not such a diversion took
place in 1989, before international inspections were
instituted. The possibility of such diversion led
some intelligence analysts to conclude that the
North may have enough nuclear material for as
many as two bombs..

Inspections that go beyond these regular visits
will be a major subject for future high-level negotia-
tions. Special inspections of the North’s two suspect-
ed nuclear waste sites and other steps may be
needed, for example, to ascertain how much nuclear
material, if any, was diverted in 1988,

. Those negotiations will take place once North |’
Korea finishes working out the details of regular
inspections with the International Atomic Energy
Agency and reopens talks with South Korea on
establishing a nuclear-free Korean Peninsula.

In preparation for those talks, President Clin-
ton needs to prepare a package of incentives, includ-
ing diplomatic recognition, military assurances and
economic ties, to coax North Korea into opening up
still more, in order to assure the world that it is not
making nuclear arms.

Nuclear diplomacy is making real headway. It
needs a package of incentives, and patience, to give
it a chance to succeed.

House elections have turned into sound-bite blitzes
underwritten by special-interest campaign funds.
Indeed Tip O'Neill’s national reputation owed much
to his own independence; he was part New Deal
loyalist, part Bay State maverick. In 1967, faithful to
the views of many Cambridge voters, he was among
the few party leaders to break with Lyndon Johnson
and oppose the Vietnam War. In the Nixon years,
his dissent stood him in good stead among younger,
ﬁi-war House Democrats, who elected him chief

ip.

Working with liberals, Mr. O’Neill fought suc-
cessfully to strip away the autocratic powers long
enjoyed by committee chairmen; he was elected
Speaker by acclamation in January 1877. Yet in his
decade at the dais Mr. O'Neill proved a fickle and
lukewarm friend to Jimmy Carter, a Democrat, and
an accommodating adversary to Ronald Reagan, a
Republican.

True, compared with his successors, Jim
Wright and Thomas Foley, Tip O'Neill may seem a
titan. But for Bill Clinton, the O'Neill legacy is a
mﬂakened Speaker, and a House without a wood-
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)ecia ’rosecutors: _ooking Jack 15 Years
iton Isn't the First President to Balk at Having His Business Activities Probed

By Walter Pincus
W eanngron Pos Sceff Wraer

President Clinton is not the first
president to balk at having hus busr-
ness affairs investigated and ignore
calls for appomntment of a special
prosecutor.

Almost 15 years aga, a federal
grand jury investigation nto then-
Office of Management and Budget
Director Bert Lance’s operations of
the Nauonal Bank of Georga led to
disclosure that President Jimmy
Carter's famuly peanut business had
recerved questionable loans.

It also turned up further allega-
tons that some of the loan money
may have been used in Carter's
1976 presidential campaign.

Public concern escalated when

the trustee of the president’s finan-
cial holdings refused to open the
warehouse financial records to re-
porters.

After more than a month of dam-
aging stones about the Carter pea-
nut busmess and calls by Republi-
cans for a special prosecutor, At-

torney General Gnffin Bell finally

convinced the president that he had
to do something.

Up to that pont, Carter had |

balked at appointing anvone because

there was no evidence he had any- -

thing to do with the mushandling of
funds.
Although the law calling for ap-

pointment of special prosecutors was
on the books. Bell opted for appoint- -

ment of a promunent former U.S.
attorney, Paul J. Curran, as “specal
counsel” with authonity to wnvest-
gate the matter independently but to
oring cnimunal charges only with the
approval of the Justice Department.

That solution brought on such an |
outcry that Curran was given full |
prosecutonal power four days later.

Seven months later, after an inves-

ugation in which the president was

juestioned under oath on four differ-
ent occasions, Curran concluded |
there was no basis for crumunal pros- |

scution. But the 180-page report he |

nade public cited numerous uTegu-
arities and was an embarrassment
‘or the Carter famuly.

Bell did not appoint a special
srosecutor even though the Ethics
n Government Act had been ap-
sroved one year earfier. That law
nd the independent counsel act
hat succeeded it called for an at-

omney.general to seek appontment |

f an independent counsel 1n o su
Jation wirere a preliminary Justice
Jepartment mquiry disclosed a po-

ential violanon of federal crimunad |

aw by a president. the attormey

:eneral or other speafied high- .

‘anking government officials.

Clinton s White House counseior.
Dawd R. Gergen, stressed that ei-
ement of the law Fnday in argung
that a special prosecutor 15 not re-
qured to investigate Clinton's in-
volvement i the Whitewater De-
velopment Corp. and a failed Arkar-
sas thrft, Madison Guaranty Sav-
ings & Loan. James McDougal.
Madison's former owger and the
Clintons” former partner n White-
water, 1s under investgaton by the
Justice Department.

“What tnggers the nvestigation
by a special prosecutor.” Gergen said
on NBC's “Today” program. “i5 a
specific allegauon by a credible wit-
ness of potential violations oi federai
law. Now just tell me. who is the wit-
ness who's made an allegation? And
what is the allegation””

There are. of course. other tng-
genng mechamnisms for a special
prosecutor under the mnaependent
counsel act and the reauthonzation
bull that passed the Senate last No-
vember but awaits acuon wn the
House when Congress returns later
this month.

An attorney general, under the
past and proposed Senate version of
the law, can seek an independent
counse! if he or she determunes that

an investigauon mnto an alleged fed- |
eral cnme commutted by someéone |
other than the president or one of his

top officrals would result in a “person-
al, financial or political conflict of in-
terest.” That prowision has been -
terpreted to focus on conflicts involv-
ng the attorney general.

If it were broadened to inciude
the Clifton situation. that would
mean any cnimunal invesugation of
fniends or former business associ-
ates of a president or other top gov-
ermment officials could require ap-
pointment of a special prosecutor
The potential demand for special
prosecufors under such an interpre-
tation would be enormous.

Congress. through the House and
Senate Judicary commuttees. aiso
has a means of proposing appount-
ment of an independent counsel in a
particular matter. Under the old law
and the proposed new one, a majonty
of either the Democrauc or Repub-
lican members of the Judiciary com-
mittees can vote to ask the attorney
general to seek a special prosecutor.
The attorney general is not required
10 do 0, but must report back withm

Tue Qacuwiveron h:.-duumy. a.., vq{b? 1G4

30 days on whether the request |z
being met.
In August 1992. Artorney Gen-
eral Wilham P. Barr rurned down 3
House Judiciary Commmtee request
for an independent counsel to inves-
ugate allegations that Bush admin-
istration officials had been mnvolved
in U.S.-insured loans that may have
bought arms for Iraq’s military. In-
stead, in October 1992 Barr named
a retired federal judge, Frederick B.
Lacey, as special counsel in the
matter. Lacey determmed that no
feden_] crune had been commutted,
a finding criticized by Demoeratic
members.

House

Of the dozen indépendent coun-
sels apjointed m the' years since
1978 when they were first author-
mb’h.m’gmmm‘.
mg. >

Iran-contra independent counse!”
Lawrence E. Walsh after seven’
years no longer has investigative
power but awaits public release of
lus controversial report. His $36
million investigation ended with 10.
convictions, two of which were
overturned on appeal. In addiuon,
President George Bush pardoned
both former defense secretary
Caspar W, Weinberger before ks
tral was to begmn and a tap former

CIA official who afb had been 1n-
dicted. -

Joseph E. diGéncsa, appomted
December 18887 1o mmnga::
White' Howse ofichal® alleged in-
\r'ﬂf\*mz?c i e ~ pre-elecuon
search Lintogls passport files,
completing his Bbestigation and 1<
expected 1o repart ‘Q.n ly.

adin M. Admi ted 1n

Maech 1990 to. mvestigate allega-
oas of a canspzacy ® defraud the
government involving former Hous-
g and Urban Development secre-
tary Samuel R Pierce Jr..contnues
fus inquiry in which eight. indnaduais
have been charged with crimes.




BC-USA-WHITEWATER
GORE BLAMES POLITICAL OPPORTUNISM ON WHITEWATER FUROR

NEW YORK, Jan 9 (Reuter) - Vice President Al Gore said Sunday that the
furore surrounding the investigation of President Clinton's involvement in a
failed Arkansas business venture was due to political opportunism and was not
based on any evidence of wrongdoing.

“~There has been no specific allegation of criminal wrongdoing. What
there has been is a series of political attacks,'' Gore told the CES News
broadcast -~ ~Face the Nation.''

clinton is being investigated for a number cf investments he made durinc
the 1980s. He has agreed to release all his papers relating to the
investments.

Congressional Republicans have charged that the White House 1is
controlling the investigation and say Clinton 1s being given preferential
treatment by the Justice Department. The Republicans have asked that a ok
special prosecutor be named to look into the allegations.

~“It seems to me that it's political,'' Gore said.

*~The day that President Clinton was burying his mother in Arkansas the
opposition was on the airways attacking ferociously even though they
acknowledge there is no credible evidence of wrongding, '' Gore said.

The politically sensitive inquiry involves allegations a failed Arkansas
bank, Madison Guaranty Savings and Loan, improperly diverted funds to help
local politicians, including the 1984 re-election campaign of then-Arkansas
Governor Clinton.

Hillary Rodham Clinton, formerly an attorney in Little Rock, Arkansas,
represented the bank in the mid-1980s. The Clintons and the bank's owner were
further linked as partners in a money-losing real estate venture called
Whitewater Development Corp.

No one has publicly made specific charges of illegal behaviour on the
part of the Democratic president, who is responding to a subpeoena to hand over
all his personal papers on Whitewater dealings to Justice bepartment
investigators.

REUTER
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*%*% printed by:WHPR(JEL) on 01/10/94 at 07 :57TEST #*%x%k%



BM-Clinton S&L, Ark Bjt,920

1986 Audit Cites Arkansas S&L Problems That Are Now Focus of Probe
EDS: Also moving on national wire

By RICHARD KEIL= Associated Press Writer=

WASHINGTON (AP) Nine months after Hillary Rodham Clinton's law firm told
state regulators a troubled Arkansas thrift was heading for improvement,
federal regulators painted a starkly different picture warning that the
institution was teetering near insolvency because of risky land ventures and
accounting irregularities, documents show.

A confidential March 1986 audit by the Federal Home Loan Bank Board als:
warned that Madison Guaranty Savings and Loan funds appeared to have been
improperly diverted to projects and associates of the thrift's owner, James
McDougal.

Eight years later, that allegation is a key focus of a widening federal
probe into the thrift's failure that has now embroiled President and Mrsi~
Clinton.

Investigators are trying to determine whether the S&L's funds were used in
the mid-1980s to pay Clinton's political debts, and whether Madison deposits
were diverted to other entities controlled by McDougal, including Whitewater
Development Corp., a real estate partnership the Clintons formed with McDougal
and his then-wife.

The Clintons have repeatedly said there was nothing improper in their
business dealings. And in an interview Friday with The Associated Press,
McDougal supported the first family's position, saying the Clintons ~"in no
way benefited'' from his activities.

McDougal also emphatically defended his business record, saying Madison's
funds were never diverted.

The 1986 audit, obtained by the AP, never mentions the Clintons or
Whitewater. But it portrays Madison as financially reckless, rife with
conflicts and on the brink of collapse. .

~“The problems discussed in this report (conflicts of interest, high-risk
land developments, poor asset guality, rapid growth, inadeguate income and net
worth, low liguidity, securities speculation, excessive compensation, and poor
records and controls), constitute a significant threat to the continued
existence of the Institution,'' the 78-page report stated.

The tone of the report contrasts with the more reserved, sometimes
optimistic assessment the Rose Law Firm had given state regulators a few
months earlier.

At the time, Mrs. Clinton, through her firm, had been placed on
a $2,000-a-month retainer by McDougal and was working to get the state to
approve a novel stock issue plan to help recapitalize the thrift. Mrs.
clinton wrote a letter to convince state regulators the plan was legal.

Correspondence in the matter suggests Mrs. Clinton's role was limited,
with most of the firm's work done by Rose associate Richard N. Massey.

The letters show the firm was aware in 1985 that Madison did not meet
federally mandated cash reserve reguirements.

But in a June 17, 1985, letter to state regulator Beverly Basset:t, Masse;
suggested improvements were expected.

““The applicant anticipates that no deficiency will exilst 1in the near
future,'' Massey wrote a key assurance since the state required the cas:n
reserve limit be met as a conditicn for use of the recapitalization plan.

Though approved, the plan was never implemented, because Madison never met
those FHLBB reguirements.

Other Rose firm correspondence painted Madison in an optimistic light,
saying the recapitalization plan would end shortfalls, and arguing that
different accounting methods would improve Madison's financlal standing.

~-Madison anticipates that the proposed activities can only aid 1n the
improvement of its financial condition and services provided to its
customers,'' Massey wrote on July 25, 1985.

No one answered the phone Sunday at Massey's office and there was no



-

listing for his home.
The Rose firm made no mention to the state of an earlier, 1984 FHLBB audit

that warned risky land investments had greatly weakened the thrift.

““The viability of the institution is jeopardized through the
institution's current investment and lending practices in real estate
development projects,'' the 1984 audit stated.

The firm also relied on audits by the Frost accounting firm of Little
Rock, which had pronounced Madison to be in relatively good financial shapec.
However, the FHLBB's 1986 report notes that Frost accountant James Alford, who
signed the audit, had two loans with Madison, a situation regulators said
could have jeopardized his impartiality.

The 1986 FHLEB report offered a grimmer assessment of Madison's prospectc,
detailing what it said were widespread abuses by the thrift and risky land
deals ~“for which the economic justification is questionable.'' -

The report also alleged McDougal was able to ~“divert substantial amounts
of funds from the projects to himself and others, who are considered toc be
insiders (relatives of Mr. McDougal, employees, relatives of employees and
friends)."'

Examiners were unable to probe many additional business ventures, the
report said, because of shoddy record-keeping for projects under McDougal's
control. The audit also concluded that accounting irregularities were making
the thrift's books look better than they really were.

““Correcting entries will adversely affect net worth and result in an
insolvent position,'' it said in a stark assessment.

Despite its perilous position, Madison remained open. McDougal was ousted
from his thrift leadership role that year, remaining as owner. The institution
failed in 1989 at a cost of $47 million to taxpayers.

In the interview, McDougal blamed the thrift's failure on his successors
and regulators. _

"It had a net worth of $22 million the day I left in Julyv 1986,"'!'
McDougal insisted.

McDougal also addressed the critical federal audits, saying that the same
regulators were approving his plans to improve the thrift.

The current investigation has grown out of ““lies and misconceptions these
irresponsible scriveners are printing,'' McDougal said.
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‘Lloyd N. Cutler

Just When We Need It

Congress ought to renew the independent counsel law.

The Post's editorial “Yes to an Independent
Counsel” [Jan. 5| urges Attorney General Janet
Reno to appomt one now Lo take over the Justice
Department's Madison Bank mvestigation, because
oo “Justce Department m any admimstrauon can
conduct a credible mvestigaton mvohang a presi-
dent to whom it is ulimately responsible.”

This, of course, is the problem for which the
L t counsel statute was designed and
passed in 1977. Unfortunately, the statute sunsets
every five years. Although it was renewed in 1982
and 1987, the opposition of the Bush administration
and the threat of a Republican filibuster blocked the
1992 renewal bill, so we have no independent
counse| law today. President Clinton and the Demo-
cratic majorities in Congress support its renewal
with 2 number of useful improvements, but the
Repubtlicans have contmued to prevent its passage.

A statutory independent counsel ip selected by a
court at the attorney general's request. While Attor-
pey General Reno could herselfl appomnt a “special
cutmd'mﬁnmoﬂut’thesamepnwus she is right n

mel’!d:spangedjudgel.myuawhw
hrwghtm'asadehmnm:"wnn

mdq:mdemcuumdlawneﬁecuud&y During this
hiatus, it makes sense for her to be guided by the
standards of the expired law. It calls on the attormey
general to request a court-appointed independent
counsel only when she determnes, after her own
preliminary inquiry, that she has informaton indi-
cating that a “covered” person has violated a federal
crimmal law and that further nvestigation is war-
ranted. “Covered” persons are the president, mem-
bers of the Cabinet, the White House staff and
cutzmorherhshhphc:dutﬁmhmmemmtor
pret.tdmgadmmnm

I have read most of the newspaper and magazne
accounts of the Madison/Whitewater matter, and |
have found no information or alleganon suggesung
that the president (or Mrs. Clinton) may have violated

- Tus Racuiw ™y Prcr

any federal criminal law. The Post editorial agrees
“there has been no credible charge . . . that esther the
president or Mrs. Cimton did anytiung wrong.”

Of course, whenever a former friend or business

colleague of a president or other high official comes
under cnminal investigation, special care should be -

taken to ensure public confidence in the integrity of
the ingtiry. The attorney general and the president
appear to have done just that.

Ms. Reno has assigned a career prosecutor whois .

a former U.S. amrnevapp«nudtryllewﬂﬂn

president and who joined the department under

President Bush. He will be under the direct supervi-

tafnrmumdofmeCrmalDlmdem
gate prosecutor) and the attorney general, a career
prosecutor who has established her independence
and integrity to a greater extent than any predeces-
sor since Nich Katzenbach and Edward Levi.
The president and Mrs. Clinton have vohmteered to
turn over—all of their documents to the justice -
Department and have pledged to cooperate fully in
the continuing Madison mvestigation.

These actiogs compare favorably with how At- -
torney General Barr handled the department’s in-
vestigation of the Silverado Savings Bank in Deqver.
President Bush's son bad bees a director of the

Sy ot

sk iacded dutel wold

bank, but was not a “covered” person under the »
Independent Counsel aw, which was them in effect.
the

. Barr
bent U. S-mmt.uhudn.whhmw
higher-echelon supervision.

Meanwhile, Cunpmmghttnﬁ:mh:hepbd_m

renewing the independent counsel law. The Re-
publicans should have a special ncentive for dotg
so, since the law empowers a majority of the
minority members of the judiclary committees to

call upon the attorney general to invoke the aw, and . .=
either to do soor to |

requires the attorney general
report why she dectnes within 30 days.

There s always a possibility in the department's -
contimung bank investiganoo that something might

turn up relatmg to the president or another high_.

official that mught call for moving the inquiry outmde
the department. If thzt day should come, it would be .
better for us all f the stundauds and the lut.ed’
Wo[mwmhmﬂ
n

The writer. a Washington lawyer, soas While
House counsel in the Carter administration.
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AM-McDougal-Whitewater, 640

Former Business Partner Said Friendship Was Getting Expensive
With AM-Clinton-Whitewater,

By JOEL WILLIAMS= Associated Press Writer=

LITTLE ROCK, Ark. (AP) A friend and former partner of President Clintcn
and Hillary Rodham Clinton in an Arkansas real estate venture says he long
sought to buy out their share to take full advantage of tax losses.

Savings and loan owner James McDougal says he tried as early as 1986 tc
purchase the Clintons' share of the Whitewater Development Corp.

Clinton and his wife were 50-50 partners 1n the venture with McDougal and
his wife at the time, Susan.

McDougal said he sought to purchase the Clintons' share of the 1investmen:
because he and his wife had suffered a net loss of $5145,000, while the
Clintons had lost far less.

At the time, McDougal said he was working on another land deal and warted
to be able to take advantage of the $145,000 tax loss without sharing i1t with
the Clintons.

McDougal said he and his wife ~“felt that we had had most of the loss.''

McDougal said clinton, then Arkansas governor, appeared willing to sell.
But ~“when Bill went home, I think Hillary, or something, Hillary didn't
agree, '' McDougal said, adding that he was surmising.

The new venture McDougal was eyeing involved some land he wanted to buy
from International Paper and then sell for a profit.

He did not want to share the new land deal with the Clintons ~  because
then we (the McDougals) would have been putting up even more money to buy an
asset and sharing it.''

McDougal has said that he originally entered into the partnership in 1978
with the Clintons because he wanted to help his friend make some money.

“*Well, at that point, when the world has caved in on you, 1t becomes a
matter of survival,'' said McDougal, who was suffering some serious health
problems as well.

McDougal said he thought, from what Clinton told him, that the Clintons
were going to sell their Whitewater shares to him.

But as his 60-day option to back out of the International Paper land deal
was running out, McDougal said he still had not received the Clintons'
Whitewater stock.

McDougal said he called Clinton to find out about it and kept getting
evasive replies.

““Have you ever tried to get an answer out of Bill?'' McDougal asked.

~~It wasn't that he was saying "I'm not sending you the stock,''' McDhougal
said. ““It's just that it never showed up and then suddenly after &0 days we
had bought the piece.''

The Clintons finally agreed to sell their Whitewater shares to McDouga! 1n
December 1992, for 51,000, after Clinton had been elected president.

An accounting firm hired by the Clinton presidential campaign reportec
that the Clintons lost at least $68,900 in the Whitewater venture.

McDougal said he only recalled the Clintons investing $9,000 1in
Whitewater, but stressed that he was relying strictly on memory.

Whitewater has become a focus of the federal 1nvestigation 1nto Mcbougzl's
Madison Guaranty Savings and Loan. Under a negotliated subpoena last weel bpegan
turning over the Clintons' Whitewater records.

Among things federal investigators are reportedly trying to determin: is
whether S&L funds were used during a fund-ralser to pay off Clinton
gubernatorial campaign debts and whether Whitewater funds were used to ps, ©
personal debts of the Clintons.

McDougal said no Whitewater funds were used for that purpose. He said 1t
would have been impossible to divert S&L funds to pay off the campalgn debts
without them showing up on the books.

His relationship with Clinton dates back to 196f, when they were campalan
volunteers for the re-election campaign of Sen. J. William Fulbright, D-Ar:.

L. )
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f ; ; ; ; .
Mchougal, six years older than Clinton, assigned Clinton to be Fulbright's
driver.
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Tue Wasuivcron Post

dresident’s Lawyer Tried
To Limit Justice Dept.
Jse of Whitewater Files

/
By Ann Devroy L/

Wastnguon Post Staff Wter

President Clinton's private law-
ver attempted to negotiate unusual
limits on how the Justice Depart-
ment could use files about White-
water Development Corp. that the
White House had agreed to turn
over, officials said vesterday.

David Kendall, Clinton's lawyer,
was rebuffed when he asked depart-
ment officials to agree they would
not share the material with the Of-
fice of Professional Responsiblity,
the unit of the Justice Department
that is investigating the handling of
the suicide last July of White House
deputy counsel Vincent Foster.

Such an agreement would have
been extraordinary, according to a
former federal prosecutor, because
the Justice Department is generally
free to share subpoenaed grand jury
material with any of its attorneys
who have a legitimate need for it as
part of an investigation into poten-
nial crimunal conduct.

The details of the discussions
between Kendall and the Justice
Department were described vester-
dav by White House officials, who
early this week had disclosed that
files relating to the Clintons’ partial
ownership of Whitewater Develop-
ment Corp. were being given to the
Justice Department under a subpoe-
na negotiated Dec. 23.

The White House had not dis-
closed the subpoena when it an-
nounced that day it would voluntanly
deliver its files. On Wednesday, when
the subpoena was disclosed, White
House officials said that Kendall had
sought the subpoena to protect the
matenal from being given to news
organizations, Congress or others.
Releasing subpoenaed material is a
criminal violation,

A senior administration official
said yesterday that Kendall “did say
to the Justice Department that he
did not want these documents to go
to OPR. He wanted them protected
from that kind of dissemination.”
The official said that Kendall's po-
sition to Justice was “they should
not be turned over to OPR” unless
OPR went to court to seek its own
access to the records. There was no
indication why Kendall sought to
deny OPR access to the documents.

A Justice Department spokesman
would not comment on Kendall's
request yesterday. But the former
federal prosecutor with extensive
Justice Department experience said
t what Kendall was seeking “is
ver done. When the Department
Justice subpoenas matenals, it
nas materials. Period. They
share it" with any other part of
epartment authorized to con-
minal prosecutions.

The Whyr» House had agreed to
turn materidl ver to the fraud unit
of the Justice Department, which 1s
investigating Whitewater and a
failed Arkansas thnft, Madison
Guaranty Savings & Loan, which
was owned by James McDougal.
McDougal and his wife Susan were
partners 1n Whitewater with Bill
and Hillary Clinton.

Among the material to be turned
over is a Whitewater file found in
Foster's office the day after his sui-
cide. That file was sent by the White
House counsel's office to Kendall as
“personal business” of the Clintons
when the White House was separat-
ing government files, personal files
and personal effects to go to Foster's
familv. The White House made the
determination of what material went
into which category. and the exs-
tence of the Whitewater file emerged
only last month.

White House senior adwviser
George Stephanopoulos said there
was no simster intent in Kendall's
attempt to keep the documents
fram OPR. “We are going to do any-

thing we can to cooperate with any
legitimate investigation but at the
same time we are going to try to
protect the integrity of the docu-
ments and make sure they are not
abused,” he said.

The \l_l'hlle House vesterday held
firm against the need for an outside
investigation of Whitewater, but
seror aides said the issue, which
caused extensive internal debates,
may have to be revisited.

St_ephanopuulos and counselor
David R. Gergen both said yester-
day that the White House sees no
need for either a special prosecutor
appointed by Attorney General Ja-
net Reno or by an independent
coun;el that would be appointed if
the independent counsel law is re-
authorized by Congress.

Republicans yesterday tned to
keep up the political pressure on
the White House, renewing allega-
tions that the Justice Department
probe of Madison and its connec-
tons with Whitewater Develop-
ment was being manipulated by the
White House and could not be thor-
ough unless conducted outside the

Justice Department.
~ Reno, in letters to Senate Minor-
ity Leader Robert J. Dole (R-Kan.)
and Rep. Jim Leach (R-lowa), re-
peated her position against appoint-
ing a special prosecutor. Both had
made such a request.

SATURDAY, JavLamy 8, 1994

The Justice Department mvesti-
gation, Reno said. 1s demg run by
career professionals “in a fair. thor-
ough and impartial manner, fully con-
sistent with the dictates of profes-
sional law enforcement.” She re-
stated her position that appointing a
special prosecutor on her own would
not still the questions of impartiality,
and would slow the investigation.

But sources in the legal community
said yesterday that the admunistra-
tion has begun compiling what one
called “very informal” lists of poten-
tial appointments should Reno
change her mind, One source said.
“Some calls have been made nto the
legal community among those who
would have the stature to do this
about whether they might be avail-
able.” The source said it was unclear
whether the calls were authorized by
anyone at the Justice Department or
simply an informal operation.

And a senior administration of-
ficial said that the issue may have to
be revisited if “the political land-
scape does not get any better.” The
White House is hoping that Clin-
ton's nine-day overseas trip, includ-
ing his summit in Moscow, will, as
one aide put it, “replace Whitewater
on the front page” and relieve the
political pressure over the issue.

The top commandos in the ad-
ministration’s damage-control ef-
fort were out in force yesterday, led
by Gergen, who appeared on tele-
vision programs to say the Clintons
had done nothing wrong, that the
White House was being “as coop-
erative as possible to clear the air”
and that attacking the president
over the issue amid the personal
tragedy over the death of his moth-
er Thursday was “cannibalism.”

“] just have to tell you,” Gergen
said on NBC's “Today” show, “that as
the president goes home to bury his
mother, to have the political opposi-
tion on the warpath, hammering
away raising all sorts of questions
about what has happened in this
town. Where is the decency? There 1s
a cannibalism that's loose in our so-
ciety in which public figures, such as
the Clintons, could try to come to this
town to do something good for the
country and then they get hammered
away.”

A}'w official said that the White
House had a series of debates over
whether to call for a special prose-
cutor, and that the conclusion “for
the time being” is that there are
more negative potential repercus-
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sions than positive. The three major
reasons why such a move could hurt
the president. the official said, was it
would elevate the issue to a more
serous level, would nisk a “runaway
prosecutor” and would ensure the
issue would return in some form
when the probe was completed.

On the positive side, sources
said, calling for a special prosecutor
would demonstrate Clinton's will-
ingness to have a more independent
probe, could effectively send the
issue underground during the
probe, and could give more cred-
ibility to a finding that there was no
wrongdoing than would a similar
finding from a regular Justice De-
partment investigation.

Unless and until Congress passes
the independent counsel law, which
expired in December 1992, the only
route to a special investigation is a
Reno appointment. Democrats and
Republicans have predicted quick
passage of the law after Congress
returns later this month.

Last March, the House Judiciary
Committee opposed the bill when the
panel endorsed it on a party-line vote.
They have eriticized the $35 million
investigation that Lawrence E. Walsh
conducted into the Iran-contra affair.

“Thanks to Whitewater, the Re-
publicans have become converts,”
said Rep. Barney Frank (D-Mass.),
a cosponsor of the bill. “I'm im-
pressed with the flexibility of Sen-
ator Dole at this stage of his career
to do a complete reversal on it.”

Last November, the Senate ap-
proved its version of independent
counsel legislation, 76 to 21.

Republicans have pressed for a
requirement that the Justice De-
partment seek independent cousels
to investigate allegations against
members of Congress. Both the
Senate and House Judiciary Com-
mittee scuttled what Frank termed
“automatic coverage” of lawmakers.

Frank said that members of Con-
gress were covered under the old
law—and would be under the new
one. More than a dozen times during
the Reagan and Bush administra-
tions, he said, Republican attorneys
general declined to seek an indepen-
dent counsel because federal pros-
ecutors faced no ostensible conflict of
interest in investigating lawmakers.

In a related matter, House Minor-

ity Leader Robert H. Michel (R-IlL) |

urged Reno to ask Clinton “and any
others under investigation [to] agree
to waive the statute of limitations so
that an investigation can be fully and
properly conducted.”

A Republican leadership aide said
that a seven-year limit on some civil
violations that could apply in the
Madison case expires in March.

In Little Rock, Ark.. prosecutor
Donald Macay told U.S. District
Court Judge Stephen M. Reasoner
that he plans to formally ask that a
separate grand jury be impaneled to
consider the Madison investigation.
Macay said that a second grand jury
is needed because the court's reg-
ular grand jury does not have time
to handle the case.

“It's a time problem, which is caus-
ing hardships for individual members
of the grand jury,” Macay said.

The term of grand jury currently
impaneled runs out in May and
grand jurors normally meet one
Tuesday a month and additional
days depending on the workload.
Reasoner told him to file a formal
request with the court.

Macay also told Reasoner that he
will seek a superceding indictment in
the coming weeks against David
Hale, a former Little Rock municipal
judge who is scheduled to stand tnal
March 28 for defrauding the Small
Business Administration. Hale has
publicly charged that Clinton was
among those who pressured him to
make an improper SBA loan to a com-
pany owned by Susan McDougal, one
of Clinton's partners in Whitewater.

Staff writers Kenneth J. Cooper in
Washington and Susan Schmidt in
Little Rock contributed to this
report.
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AM-Independent Counsel, Bjt,620
Independent Counsel Law Among First Issues Before Congress in '94
By LARRY MARGASAK= Associated Press Writer=
WASHINGTON (AP) Congress is expected to swiftly approve renewal of
independent counsel investigations, reviving a law that could be used to probe
President Clinton's Whitewater real estate venture.
"It should be one of the first things up'' after the House returns to

session Jan. 25, said Rep. Barney Frank, D-Mass., a key sponsor of tne
independent counsel law.
The House bill ~"should be able to pass pretty easlly'' and quickly bec

reconciled with the Senate version approved 76-21 last November.

Hardly a day passes lately without Republicans demanding an independen:
counsel investigation into Clinton's involvement in the Whitewater real estate
venture in Arkansas and its links to a failed savings and loan.

Attorney General Janet Reno has resisted, pointing out that anyone chosen
to conduct an independent probe immediately would have to report to her.

The revived law would have the counsel appointed by, and responsible toc, a
three-judge federal court.

As of now, career Justice Department attorneys have been investigating the
failure of Madison Guaranty Savings & Loan, the Arkansas thrift that collapsed
in 1989.

The probe includes allegations that Madison diverted depositors' money for
improper purposes, including some to Whitewater, a real estate investment
company formerly co-owned by Bill and Hillary Rodham Clinton, Madison owner
James McDougal and his wife, Susan.

Despite the GOP demands, Republican senators were responsible for allowing
the post-Watergate independent counsel law to expire in December 1992 after 15
years in force.

The Republicans were angry over independent counsel Lawrence Walsh's
Iran-Contra investigation, then 6 years old, and its estimatéd cost of nearly
$40 million.

Rep. George Gekas of Pennsylvania, a key Republican backer, said he wants
guick House passage but will attempt to offer amendments. One would increase
the possibility of using an independent counsel to investigate members of
Congress.

“~I don't think my version of what I'd like to see is so vastly different
that I couldn't support'' the final language agreed to by both houses, Gekas
said.

Independent counsel investigations are designed to prevent conflicts of
interest that could occur when the Justice Department investigates top
administration officials or even private citlzens with personal, financia. or
pelitical conflicts.

The House and Senate bills would renew the law for five years. Both woulo
give the attorney general discretion to use the law to investigate lawmakers,
and both would control runaway costs.

Gekas wants to include lawmakers in a category of 60 to 75 top federa!
officials who must be investigated by an independent counsel whenever tnc
attorney general finds sufficient grounds for
a criminal probe. For this category, 1t 1s presumed that an investigation
the Justice Department would be a conflict of interest.

Sponsors point out that federal nrosecutors have not been shy abou:
indicting members of Congress, and centend that there's no automat.> conf.icT
when a lawmaker is investigated by the Justice Department.

The House must decide whether to accept Senate language that woulcd
restrict the counsel's conclusions in a fina!l report.

The Senate bill would not allow the counse. to conclude that someone troke
the law if that person were nct indicted.

The provision would have forced vast changes 1n Walsh's scon-to-be
released Iran-Contra report.

The current independent counsel court, ruling friaay that tne Walsnh repor:
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should be released to the public, described it as ~“rife with accusations of
guilt of criminal conduct against persons never indicted or convicted.''

Walsh continued his investigation after the law expired because any probes
already under way wWere allowed to be completed.

% %k k% filed by:APE-(--) on 01/08/94 at 12:02EST *¥**x*
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(wap) (ATTN: National editors)

Incomplete Whitewater Archive Turns Into Cornucopia

of Documents (Washn)

By Howard Schneider and Charles R. Babcock= (c) 1994, The Washington Post=

WASHINGTON At first, Bill and Hillary Clinton said they had no records of
the Whitewater Development Corp., because their co-investors had them all.

No, said James and Susan McDougal, the records of the land venture had
been shipped to the governor's mansion for safekeeping by the Clintons.

Then, as the 1992 campaign progressed, some Whitewater records appeares a:
Clinton aides assembled just enough documentation to prepare a ~ “forensic
accounting'' of the venture and declare it a money-loser for the candidate anc
his wife.

Last July, more Whitewater records, kept by White House deputy counsel
Vincent Foster, were removed by White House aides immediately after his
suicide, and were only recently acknowledged.

Now, what began as a seemingly incomplete archive has turned into a
cornucopia of paper as the Clintons prepare to do something they have refused
for the last 1&1/2 years assemble their Whitewater material in one place for
an independent review. White House aides anticipate that they will send the
Justice Department several boxes of material.

The release follows a Justice Department subpoena that the Clintons
requested so the documents would be protected by grand jury secrecy rules. In
fact, part of the reason the file has grown so voluminous is that the White
House not only negotiated the terms of the subpoena with Justice, but actually
asked to have it broadened to include campaign documents and other records
with no obvious connection to Whitewater.

The department wanted the records as part of its investigation into a
failed Little Rock savings and loan owned by the McDougals. The thrift,
Madison Guaranty Savings and Loan, failed in 1989 at a cost to taxpayers of
between $47 and $60 million. Federal thrift investigators have found evidence
that money from the savings and loan was diverted to Whitewater and other
McDougal companies, and listed the Clintons among the possible beneficiaries.

The Clintons have said they were passive investors in the venture, and did
nothing improper. They said the McDougals were in complete controcl of
Whitewater's operations and recordkeeping.

The release of Clinton's Whitewater records to Justice is an effort to
solve a political problem for the White House. But it is just one step for
investigators who are trying to understand the connections between Whitewater,
Madison, and other McDougal businesses that have a history of missing,
incomplete, and at times inaccurate records.

According to federal regulators and independent auditeors who examined
Madison, the books of McDougal's thrift were notoriocusly inaccurate.
Accountants from Peat Marwick & Main who looked at the thrift after McDouga!
had been removed in 1986 found that during his final years the ~ underlying
documentation for cash disbursements ... was often missing or incomplete, and
entries recorded in direct violation of regulatory and generally accepted
accounting principles.''

Judging from the few publicly available land and loan documents,
Whitewater exhibited some of the same deficlencies. Recorded land sales, tfor
example, did not always match the true value of transactions to the compan:..

According to sources, thrift investigators have found checks from
Whitewater to McDougal that were characterized as loan repayments, altnouat
there was no documentation for the original loans.

Publicly, the Clinton's have been reluctant to detail their imvolvemen:
with McDougal or the Whitewater venture. They are a couple that kept
meticulous track of the tax deductions they earned for donating undergarments
to charity, but have so far failed to release any cancelled checks, receipts
or other records to document the $68,900 they say they lost 1n Whitewater

In a two-hour meeting with Washington Post reporters and editors on Dec.



-

6, Presidential adviser Bruce Lindsey said the White House did not want to
release any Whitewater records to the press because it would only raise more
guestions about the investment.

Others documents have been equally hard to pin down.

Arkansas state election officials said they no longer have records of old
clinton campaigns that might prove pertinent to the federal investigation,
which is examining whether Madison funds were diverted to the Clinton campaign
in 1985.

Chris Wade, a realtor who helped set up Whitewater and market its lots,
said he still had records from Whitewater real estate transactions. But he
said he would only share the records in his possession if one of Clinton's

advisers told him it was okay.
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(ndy) (ATTN: National editors) (Includes optional trims)
Administration Weighs Releasing Whitewater Files Publicly (Washn)
By Susan Page= (c) 1994, Newsday=

WASHINGTON A top presidential aide said Friday the White House made &
mistake in keeping secret its request for a subpoena of President clinton's
business records in the Whitewater real-estate affair, and he said the
administration was weighing whether to release the files publicly.

““We certainly haven't made any decision at the White House about the
release of the documents ...'' Clinton counseler David Gergen said Friday 1o
an interview on CNN's ~“Inside Politics.'' ~"There 1s an argument to be made,
obviously, for public release of the documents.''

But in an illustration of the fierce debate raging within the White House
over how to stem the controversy, senior Clinton advisers George e
Stephanopoulos and Bruce Lindsey in interviews with Newsday argued that the
documents should not be released because they are private and could not
answer the outstanding questions on Whitewater.

Meanwhile, Attorney General Janet Reno late Friday formally rejected
requests from two Republican members of Congress that she name a special
counsel to investigate the complicated tale involving Bill and Hillary Rodham
clinton, an Arkansas real-estate partnership they joined in 1978 and a failed
savings and loan.

In letters to Senate Republican leader Bob Dole of Kansas and Iowa Rep.
Jim Leach, Reno said such a counsel would not be seen as ~“truly independent'!'
and she vowed that the ongoing investigation by career Justice Department
prosecutors would be conducted in a "~ “fair, thorough and impartial manner.''

Earlier in the day, Dole had sent Reno a list of seven lawyers with such
reputations ~~for integrity and competence'' that they wouldn't be
second-gquessed if appointed. They included two former attorneys general 1in
the Carter administration, Griffin Bell and Benjamin Civiletti, and A.E.
Culvahouse, a counsel to former President Reagan.

But the White House was launching a vigorous counterattack on the motives
of its critics in the Whitewater affair, with Gergen and political strategist
Paul Begala decrying those who criticize Clinton while he was preparing for
the funeral of his mother Saturday in Little Rock, Ark.

~“Where is the decency that we once had?'' Gergen demanded in a morning
interview on NBC's ~“Today'' show. ~“There is a cannibalism that's loose in
our society in which public figures, such as the Clintens, could try te come
to this town to do something good for the country and then they get hammered
away even though they're trying to do the right thing.'!'

His comments in the afterncon CNN interview were less defiant, however,
and he conceded the White House had made a mistake 1n keeping secret 1ts Dec.
23 request to federal prosecutors for a subpoena of Clinton's records.

(Optional add end)

The subpoena was intended to help protect the files from disclosurs
through leaks or the Freedom of Information Act.

*~In retrospect, I wish we had come forward at the Time and sald we ar
going to voluntarily turn them over and we are askilng for a subpoen: tna-
covers all of these in order to prevent selective leaking,'' he salc. ELT we
are where we are and, you know, I wish that we ... had done 1t difreremz...''

Federal prosecutors are investigating whether depositors' funds 1n
failed Arkansas savings and loan called Madison Guaranty were illegally
diverted, including to Whitewater Development Corp. and Tlinton's 198
gubernatorial campaign. The Clintons were partners 1in Whitewater witn Jame:
McDougal, who also owned Madison.

Distributed by the Los Angeles Times-Washington Post News Service
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Ex-Partner of Clintons

Defends Business Deals

By Joel Williams
Anmn ate Pro .

LITTLE ROCK. Ark. Jan. 8—
James McDougal—the reclusine
key figure in a Arkansas real estate
partnershup that has embrolec
President Clinton and his wife in
controversv—has emerged to de-
fend emphatically his business deal-
ings, saying they “in no way bene-
fited” the first famly.

In an interview Friday, McDou-
gal, 53. supported the position ol
the president and Huiary Rodham
Chnton that they did nothing
wrong. But McDougal said he be:
ieves the Clintons may have iost far
less on the Whitewater Develop-
ment Corp. partnership with hum
than the $68.900 the presidentia!
campaign claimed wn 1992.

“My records don't reflect they
dud, although [ don't wish to get mnto
an argument about that.” he saig.
Later he acknowledged that mis
“records” were his memory.

McDougal said he only could re.
call the Clhintons investing about
$9,000. They sold their interest -
Whitewater to McDougal in 195
after Clinton was eiected presicer:
and reported a $1.000 capital ga:r
on the sale—the pnce McDouga
paid for theiwr shares.

Whitewater has become a iccu-
of the federal invesugauon -
MeDougal's Madison Guaranty sa-
ngs & Loan, and Republicans -
congress have cailed for an ina-
pengent investigation. Lnoer 3 o
gotlated  subpoena. the Whis

House 133t ween 0egan tuming over
tne Ciintan's Writewater rocords ¢
ine Jusiice Deparimen:

Among tmngs tederal investga-
(ors are reporteciv trving to deter-
mine 15 whetner S&L funcs wers
used curing a fund-raiser to pay off
Chinton  gubernatonial  campaign
debts and whethsr Whitewater
funds were u<ed 1o pav off the Ciin-
tons personii cents

MeDougal sa:iz o Whitewater
iunds were used :Ir imal purpose
He sa:d it would nave peen impos-
sible to divert S&L {unds to pay off
the campaien dedts withe.r them
sNOWINgG up on the books

“The Ciintons in no wav benefited
from mv hancling of Madison Guar-
antv.” McDougai saxd

MeDougal now  lives wuu
E723-a'month in Socal Securmv
disability, said the aliegations of
musmanagement at s S&L are be-
ing recycled from a 1990 federa!
fravd trial in which McDougal was
acqutted

Tre currern:
Dezn uUnCemanen
DecCaL e
gunn”
19
195,
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nvestigaticn  has
McDouga: saic.
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NY Timed Jonvary S 199y
Pass an Unaltered Counsel Law

Last week « White House macninations over
SUSPICIOUS Arkansas land and cans deanngs, anc
the Justice Department’s weak-knesd response, ur-
aerscore the need for Congress 10 revive tne Indz
pendent Counsel Act — quickiv. ang without hot-
biing amendments that wouid prohibit a full publi:
renort bv the counsel

Bult that could take months — at a ume when
speed 1s urgent. Even a few weeks delav mav harm
the Arkansas investigation. As earlv as March,
SOme Suspicious activilies involving a business
partner of President and Mrs. Chnton’'s may be
beyond the Government's reach under a five-vear
statute of hmuations.

That only strengthens our conviction that At-
torney General Janet Reno should excrcise her
authority to appoint a special prosecuter from
outside her department immediatelv — 10 pursue
the invesuigation until the Independent Counsel Act
can be revived

The act, which allows the Attornev General to
obtain court appointment of an independent counsel
when high Government officials are suspected of
wrongdoing, lapsed in December 1992. But Congress
now appears ready to revive it

Unfortunately, the Senate minoritv leader, Bob
Dole, one of many Republicans rightly demanding
prempt appeintment of an ouiside investigator,
1s also the source of an amendment that would
weaken the pending legislauon. He persuaded
the Senate to remove the law's requirement for a
full report by the independent counsel explaiming
the failure or the refusal to press criminal charges

That would qusabie 1ne soecis counse, 120w
Dcr[orm‘.ng one al the \am 3§ most tmporian: un
tons: not oniv 10 pursue the powerful witnout fea*
Dul to clear tne innocent credibiv and IRlorm™ ine
public
public officiai — the Presigent or a Cabinet cifice:
jor exampi- — the public neegs more inac tne
prosecuter : one-ine announcement of No criMina
charge

Thus Senator Doie. who proclaims that s oniv
interest 1s in clearing the air, has put an obstacle in
the way of clearing the air The House should rejec:
his amendment and insist upon fuli reporting ov the
prosecutor

Meanwhile, the {rantic White House propagan-

Whnen an investigation touches on : hgr |

da offensive. designed (o control the political darm |
age, shows why both the law and more courage b |

Attornev General Reno are needed (o gor ‘hi-
investigation bevond tne control of tne spin qociors
David Gergen. the Presidenuial sirategist, goes or
television to claim that Mr. Chinton is being totaiin
cooperalive with nvestigators and unjustiv pilic
ried even as ne atlends his mother’'s funeral But ne

only dramatizes the White House atiempt (o mar - |

age an invesugaton that needs 1o be bevond the
reach of the President s people.

There 1s.a wav w end the hubbub. It 1s not. as
Mr. Gergen suggests, for the Republicans and the
press (o forget their proper questions. The onlv
proper conciusion remains lor the White House 1o
release its Whitewater documents and for Jane:
Reno to do her 10b

N



'W YORK TIMES, SATURDAY, JANUARY 8, 1994

THE P

White House on Attack
In Furor Over Land Deal

By STEPHEN LABATON

Baacial 0 The Mew York Tumes

WASHINGTON, Jan 7 — Seeking to
quell & poliical fire, the White House
1oday atiacked Republican lawmakers
who have challenged President Clin-
ton's handling of a Justice Department
investigation into his Arkansas land
investments.

As part of the offensive, David R.
Gergen, the White House counselor,
sharply criticized the Republicans for
seeking an independent prosecutor Lo
examine the rela berween a
{ailed business that was partly owned
by the Clintons and an Arkansas sav.
ing¥® and loan association that failed

Iy five years ago.

“dnere is a cannibalism that's loose
I.n‘:lr society in which public figures,
such as the Climons, could try (o come
to this town and do something good for
and then they get ham-

ing.to do the right :
sai¢d on the NBC News “Today" pro-
gram. “Yesterday, as the President

§oes home to bury his mother, to have ™

the political opposition on the warpath,
hammering away, raises all sorts of
questions about what has happened in
this town. Where is the decency we
onge had?"

Imter, Mr. Gergen made the rame
pofats in an appearance on the CNN
program *Inside Politics.”

- c.mud-cmﬂm‘

But in an interview late in the day,
Mr. Gergen emphasized that he was
not lmgh“ out the Republicans when
he gpoke of cannibalism, but only “all
of what's been going on.”

Casting about for other ways 10 con-
tain the political damage from the
larid-deal investigation, two Senior
White House officials said this evening
that the President was considering
making public some of the documents
about the financial transactions thal
have been kepl private.

“We're trying 10 get our side of the
story oul,” said one senior official who

G.O.P’s calls for
an independent
prosecutor are
attacked.

insisied on not being identified. “A lot
of discussions are under way about a |
wide range of options, including mak-
ing some documents public.” |

Officials said that Mr. Gergen’s com-
ments were the product of a new dam- ||
age-control team formed this week un- ||
der Harold M. Ickes, the new depuly
chief of staff, that has been assigned Lo

contain any politcal faliout from thef

- ., which meets
«wice'a cay at the White House, in-
cludes Mr. Gergen and George Stepha-
nopoulos, a semor adviser to Mr. Clin-
ton. Bruce Lindsey, also a senior ad-
viser; Mark Gearan, the communica-
tions director; Paul Begala, a political
adviser, and officials from the White
House counsel's office.

Federal invesugators are eEXamining
the Clintons’ nvestment in the White-
water Development Company of Ar-
kansas and ils relauonship 10 an Ar-
kansas savings association that was
seized by Federal regulators in 1988,
The savings association was headed by
James McDougal. who was aiso the
Clintons’ business pariner in White-
water. a real estale development com-
pany

| engaged 1n wrongdoing. There 1s no

| indication that any evidence of Wrong: | partmeni s office of legisianve alfairs,

ldor:-ndg by Mr. Clinton has been uncov-
e

| involving

Dole Seeks Inquiry \lr‘ur:; House ul':::;lls were :;u:! to be
Mr. Ge ‘s comments came after | ANEE that she suggested that an
Bob anm Senate minonty leader, ni counsel would be appro-
again urged Atiorney Janet Reno io | Prate, and Mr. Gergen emphatically
appoint an independent counsel Ms || denied the news reports todayv Lhat said
Reno said on Thursday that anyone she :I Ms. Reno had already decided Lo seek
would be vulne ) accusa- | 0n¢
m. m:nmn:ﬁymm. | On the other hand. & semor Justice
ent because they would owe their jobs | Deparument official said Ms. Reno was
to her and the Justice Department concerned aboul appeaning Lo come out
But Mr. Dole Republ | publicly too strongly for ine appoint:
r. , 8 Klm“' epublican, y ment of an independent prosecutor be-
"'ﬂ"f."""h? ’;‘F“E‘w':lm"w | cause it would give Congress [ree rein
ecuto bove | to write a law that might actually make
m m: ;‘l‘P""d’L On ""r'.%uém it mor:rdiltu:uh for her 1o seek appoint-|
form torne ’ ment of a counsel. |
B. Bell and Bﬁ"];‘.ﬂ: n R. Civiletti; two She also has struggled to respond to
former United States attorneys, Mi-| 5 growing chorus of editorials that
chael an?hm and Anton R. Valukas; || have accused her of mishandiing the
Robert S. Bennett, a former Federal || ;nvesugation and have called for the
mﬂt:‘f'ﬁfam’g‘; Senate | ;mmediate selection of an independent
former counsel to President Ronald .3 m;.mr{.“ Department’s awkward-
Reagan, and ln-“ K. wm- d.e;:::‘;: ness in handiing the Whitewater case

may reflect the number of senior offi-,
mw‘ in the lran-contra | cials who have removed themselves

from it because of their close political
and personal Lies 1o Mr. Chinton

The No. 3 official al the deparument,
Associate Attorney General Webster L
| Hubbell, has removed mimsell from
any decisions involving Mr. Chnton’s
mvesiment in Whitewater and the in-
vesugauon of the Madison Guaranty
Savings and Loan Associauion Mr
Hubbell, a close nend of the President,
was a law pariner of the President’s
| wafe, Hillary, i Little Rock, Ark., at a

vestiga
“I you as special counsel
a person with a reputation for integrity
and competence, there will be no sec-
of the special counsel's
. investigation,” Mr. Dole wrote 10 Ms.
}Reno. :
l Tniough her spoxesman, the Attor-
ney General today reiterated her oppo-
sition to that approach.

News Accounts Disputed
The spokesman, Carl Stern, also dis- || firm that had rep a3 yvins b e
puted news accounts that Ms. Reno had of "“’m‘ .
decided 1o seek a court appointment of Another official at depariment,

|

| Gerald M. Stern. would normally be

a special counsel once Congress passed | involved in the case because he super-
new nt counsel law. On},

|

a independe vises roatlers mvolvin, ennial fraud
Thursday, The New York Times and| 5 savings um.-..m;‘. pﬁ.nl.n during his
other news organizations reporied that || confirmation hearing last vear, Mr
senior Justuce Department officials| siern said he would witharaw from
said that Ms. Reno had decided o ask 8 | considering any issues involving the
court o appoInt An independent Prose- | Cynions because he was a significant
cutor &s soon as Congress approved 8 | {und.raiser during the Presidential
Il!: renewing her ability Lo do 50 campaign and was the co-chz:~man of
'“The story is not correct.” Mr. SIeTN | (he (ransition team alter the election
said "The Attorney General and her | , ihyrd official at the Justice Deparl-
10p aides have not already concluded | man; Assistant Atiorney General Shei-
that uelung'm independent counsel 15| |4 F. Anthony, has been detached from
inevitable. We don't know what the law | any involvement 1n the case because
will look like or what facts mIght b€ | ¢he 15 tne sister of Vincent % Foster
Known Lo us when Lhe OCCASION 8IISEs. | jr  (he deputv White House counse!
Other officials a1 the Justice Depart- | wns commitied suicide iast Juiv The
ment said today thal Ms. Reno would | jae5i round of news reporis about the
be inclined Lo appoint & special prose- | ynp,ewater affair came apout after it
cutor if the law was written in such 8 | way disclosed that fiies apout Whie-

lway that ghe did not need to provide | water were removed from Mr Foster’s
evidence

that the President might have | office shorily after his deat”
Ms. Anthony heags the Justice De:

+ which handles all matters between Lhe

| department and Congrest ncluding
The officials said it would be easier + requests for invesuigative gocuments

for Ms. Reno o seek a counsel under a1 from lawmakers and tne agoption of
measure adopted by the Senale thal| the new independent counsel law
would enable her to ask for a couri-  The House Republican leacer, Bob H
appointed prosecutor in “any matters” Michel of llinois, urged Ms Keno 10,
possible conflict of interest j ask the President o waive the statute
within the the Justice Department, and | ol limitations on any polential viola
without specific evidence that Mr. Chin- | uons "“so that an invesugation can be'

| ton or anyone else had done something | fully and properiy conductel

wrong. Bul Mr. Stern, the Justice Depart’

Legisiation in House 1"‘“’ s o *
no statute o1 nmilauons probiem in the
ou {
R: bill T{m’m E‘::lgﬁm”;:e““ ;:o?‘n:lse pecause investigators have 10
presen . | years from the time &n nstulion 1
difficult, though still possible. for Ms o0y K f ot
Reno 10 seek appointment of an nde: | it 0 make a criminal case Civy
.l charges on the other nanc generally
1 pendent prosecutor, officials said Tha: | CANNOt D¢ Made more than five years
| measure 1s similar to the earher inde- | o0 C it B
| pendent counsel law. which expired it oo | IRstution has collapsed. anc
| ; v

1992, The old statute required a findin; me KRepublicans nave asseriel wna
of “credible evidence' that a umo" proseculors may be parred irom oring
official had on the law. It 38 m.tt Ing a cvil lawsuil after March & wnicr |
clear thal lubch1 "'. threshold test r.nuld' is the Nifth anniversary of the seirure of
be met based on Whal has been uncos- Madison by Federal rezuiaic::
ered, Admin:stration officials saic !

In suggesting on Thursday that she
would hike to have a broad:y writicr
law that gives her the option of seeking
Ipmltllm!m ol an wngepengent cour
sel, Ms. Reno was careful 1o piav 1o
| three audiences: the White House Cor
Rress and uve public
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President’s Lawver Tried
"0 Limit Justice Dept.
Ise of Whitewater Files

¥
By Ann Devroy L/
W ashengton Pout Sufl Wneer

President Clinton's private law-
ver attempted to negotiate unusual
limits on how the Justice Depart-
ment could use files about White-
water Development Corp. that the
White House had agreed to tum
over, officials said vesterday.

David Kendall, Chinton's lawyer,
was rebuffed when he asked depart-
ment officials to agree they would
not share the matenal with the Of-
iice of Professional Responsiblity.
the unt of the Justice Department
that is investigating the handling of
the suicide last July of White House
deputy counse! Vimcent Foster.

Such an agreement would have
been extraordinary. according 1o 3
former federal prosecutor, because
the Justice Department 1s generally
iree 1o share subpoenaed grand jury
matenal with any of its attorneys
who have a legitimate need for it as
part of an investigation (nto poten-
nial cnmunal conduct.

The details of the discussions
petween Kendall and the Justice
Department were descnbed yester-
dav by White House officials, who
early this week had disclosed that
files relaung to the Clintons’ parual
ownership of Whitewater Develop-
ment Corp. were being given (o the
Justice Department under a subpoe-
na negotiated Dec. 23.

The White House had not dis-
closed the subpoena when il an-
nounced that day it would voluntaniy
deuver its files. On Wednesday, when
the subpoena was disclosed, White
House officials said that Kendall had
sought the subpoena to protect the
matenal from bewng given to news
organizations, Congress or others.
Releasing subpoenaed matenal 1s a
crumunal violation.

A senior adminustration official
said yesterday that Kendall *did say
to the Justice Depariment that he
did not want these documents to go
to OPR. He wanted them protected
from that kind of dissemunation.”
The official said that Kendall's po-
sition to Justice was “they should
not be turned over 1o Ul i wutas
OPR went to court to seek its own
access to the records. There was no
indicanon why Kendall sought to
denv OPR access to the documents.

A Jusuce Department spokesman
would not comment on Kendali's
request yesterday. But the former
federal prosecutor with extensive
Jusuce Department expenence said
that what Kendall was seeking “is
never done. When the Diepartment
of Justice subpoenas matenals. 1t
subpoenas matenals. Penod. Thev
can share it” with any other part of
the department authonzed to con-
duct cnimunal prosecutions

The Whie House had agreed to
turn mater.t. wer (o the rraud unit
of the Justice Department. which 1s
investgatung Whtewater and a
faled Arkansas thnft. Madison
Guaranty Savings & Loan, which
was owned by James McDougal
McDougal and hus wife Susan were
partners in Whitewater with Bill
and Hillary Clinton.

Among the matenal to be turned
over 1s a Whitewater fie found i
Foster's office the dav after hus sui-
cxde. That file was sent by the White
House counsel's office to Kendall as
“personal bustness™ of the Clintons
when the White House was separat-
ng government files, personal files
and personal effects to go to Foster's
famulv. The White House made the
determunation of what matenal went
into which category. and the exs-
tence of the Whitewater file emerged
onlv last month

White House semor adwiser
George Stephanopoulos said there
was no siuster ntent in Kendall's
attempt 1o keep the documents
iwnm (PR “We are going to do anv-

{N@ we AN 10 COooperate wilh any
legiumate vesligation out at the
same Lume we are going o iry to
protect the integnity of the docu-
ments and make sure thev are not
abused.” he said.

The White House vesterday heid
firm against the need tor an outsige
mvestigation of Whitewater. bu:
seruor aides said the issue. whach
caused exterave-:nternal debate:
may have to be revisited

Stephanopouios and counsejor
David R. Gergen both said veste:
gay that the Wrute House sees n
need for either a special prosecuto:
appownted by Attorney General Ja-
net Reno or by an inoepencen:
counsel that would be appomnted ¢
the ngependent counsel aw i re-
authorized by Congress

Republicans vesterdav tned 1w
keep up the pobtical pressure or
the Whute House. regewing alieg:-
fwns thar the Ja-e.. T =
Mo Wi avlaweail dliu Ils Conne.
tons with Whitewater Develop-
ment was bewng marupulated by tne
White House and could not be tnor
ough uniess conducted outsige tn-

Justice Depariment

Reno, in letters to Senate Minor-
ity Leader Robert J. Dole (R-kan
and Rep. im Leach (R-lowa) r=

peated her position against appoin’
Ing a special prosecutor. Botn na-
made such a reques:

SATURDAY, Javium 8, 1994

Pee justie Deparmeat mes
23%..0. Keno sps - e OE TUR S
_arewr protessionals "in a tair. 1nor
ougn and impartial manner. tuliv cer
gstent with tne dictates of protes:
sional law enforcement”~ Sne re-
stated her position that appointing «
special prosecutor on her own would
not still the questions of impartiality,
and would siow the investigation.

But sources in the legal commurnuty
said vesterday that the admurustra-
tion has begun compiing what one
called “very informal” bsts of poter:
ual appontments should Reno
change her mind. One source »aic
“Some calls have been made :nto tne
legal community among those w3
would have the stature o 4o 'hi>
about whether they mught be avaul
able.” The source said it was uncicir
whether the calls were authoruzed oy
anvone at the Jusuce Department or
symply an informal operation.

And a semor admmustration of-
ficial said that the 1ssue may have to
be revisited if “the pobucal land-
scape does not get any better ™ The
White House 1s hoping that Clir-
ton’s nune-day overseas tnp. includ-
ing hus summit tn Moscow. will. as
one aide put it, “replace Whitewater
on the front page” and reheve the
political pressure over the 1ssue

The top commandos in the ad-
mimstration’s damage-control e
fort were oul in force vesterdav. le?
bv Gergen, who appeared on lew-
vision programs to say the Clntons
had done nothung wrong. thal the
White House was being "as coop-
erative as possible 1o ciear tne a:=”
and that attacking the presioen:
over the issue amud Lhe persor:
tragedy over the death of s motr:
er Thursday was “canmbalist

-1 just have to tell you™ werges
said on NBC's “Today” show . “that as
the president goes home 10 oury fu-

mother, to have the politicai oppos -
pon on the warpath. hammernrs
_away rasing all sorts of quesnos
about what has happened .7

town. Where 15 the decency® Tnere -

- a canmbabsm that's loose wn our &~

ciety in which public figures. sucn &
the Clintons. could try 10 come 10 tn:s
town to do something good tor to=
country and then they get nammere:
away -~

A senuor official said that the Wnits
House had a senes of debates ove:
whether to call for a special prose

- cutor. and that the concwsics T3¢

tne ume bewng” 15 that there 2
more negative polenua: reperi.s

)
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An Ever-Growing Paper Trail

Clintons' Whitewater Records Go From Nothing to Volumes

By Howard Schneider and Charles R. Babcock A ]

Wasrungnon Post St Wrwers

When the subject of Bil and Hillary Clinton’s in-
vestment in Whitewater Development Corp. furst
came up during the 1992 Democrauc primary cam-
paign. they said the records were with their co-in-
vestors in the land venture, James and Susan
McDougal.

No. said the McDougals, the records had been
shipped to the Arkansas Govermor’s Mansion for
safekeeping by the Clintons.

A few weeks later, Clinton aides had assembied
enough documentation to prepare a “forensic ac-
counting” of the venture and declare it a money-los-
er for the candidate and his wife.

Last July. a Whitewater file kept by White House
deputy counsel Vincent Foster was removed by
White House aides immediately after his suicide,
and was only recently acknowledged.

[ A
MISSING, FromAl ¥

and loan owned by the McDougals.
The thrift, Madison Guaranty Sav-
mgs & Loan, fated in 1989 al a cost
to taxpayers of $47 millon to $60
million. Federal thrift invesugators
have found ewidence that money
from the savings and loan was di-
verted to Whitewater and other
McDougal companies and listed the
Clintons among the possible ben-
ehicianes,

The Clintons have said they were
passive investors in the venture and
d:d nothung tmproper. They said the
McDougals were 1n complete con-
trol of Whitewater's operations and
recordkeeping.

The release of the Clintons’
Whitewater records to the Justice
Department 1s an effort to solve a
poliical problem for the Whie
House. But it 1s just one step for
invesugators, who are trymg to un-
derstand the connections between
Whitewater, Madison _and other
McDougal businesses that have a
mistory of mussing. incomplete and.
at times, maccurate records.

According to federal regulators
and independent auditors who ex-
ammned Madison, the books of
McDougal's thrift were notoriously
inaccurate. Accountants from Peat
Marwick Mamn & Co. who looked at
the thrft after McDougal had been
removed 1n 1986 found that dunng
mis final years the “underlying doc-
umentation for cash diehireamant <

cee e ek Mgy Ve WICUITES
plete, and entries recorded in direct
violation of regulatory and gener-
ally accepted accountng princi-
ples”

Judging from the few publcly
availabie land and loan documents.
Whitewater exhibited some of the
same deficiencies. Recorded land
sales. for example, did not alway:
match the true value of transacuions
to the company

According o sources, thnft .
vestigators have lound checks from
Writewater to McDougal that wers
cnaractenzed as i0an repavmen::
altNouEn there was no aocume:
tation tor tne or:zinal war

Now, what began as a seeminglv incomplete a--
chive has turned into a cornucopia of paper as In:
Clintons prepare to do something they have refused
to do for the past 142 vears—assembie thewr Whyte-
water matenal in one place for an independent re-
view. White House aides anticipate tnat thev will
sem!! the Justice Department several boxes of ma-
tenal.

The release follows a Justice Department subpoe-
na that the Clintons requested so the documents
would be protected by grand jury secrecy rules. In
fact, part of the reason the file has grown so volu-
minous is that the White House not only negotiated
the terms of the subpoena with the Jusuce Depart-
ment. but actually asked to have it broadened to
include campaign documents and other records with
no obvious connection to Whitewater

The department wanted the records as part of its
invesugation into a failed Little Rock, Ark., savings

See MISSING, A9, Col 5

Publicly, the Clintons have been
reluctant to detad thew wnvolve-
ment with McDougal or the Whate-
water venture. They are a cobple
that kept meticuious track of the
tax deductions they earned for do-
nating undergarments fto chanty,
but have so far failed to release any

The release of the
Clintons’
Whitewater records
to the Justice
Department is an
effort to solve a
political problem for
the White House.

canceled checks. receipls or other
records to document the $68.900
thev sav thev lost 1n Whitewater
Thev never ciaimed that loss on
tneir jederal income taxes

In a twochour meeung wath
Wasmington Post reporters and ec:
itors on Dec. 6. presigential adviser
Bruce Lindser sad the White
House did not want to release anv
Writewater records to the news
media because 1t would only raise
more questions aboul the wvest-

utners gocuments have been
equally nard to pin down.

Arkansas state eiection officials
sa:0 thev no longer nave records of
o/d Clnton campaigns tnat mught
prove pertinent lo (ne fegeral wn-
vestigation, which 15 examumng
wnetner Maaison fungs were a-
verted to tne 1984 Cunton cam-
PaIRT
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A Damage Control Mess

Attempts to Fix Disclosure Errors Bring More Mistakes

Washmgton Post Sl Wrren

By Ann Devroy and Howard Schne.iderﬂ \

With the start of the New Year, the White
House launched a major internal effort to
fight back against mounting criticism of the
Bl oy sl Teusipie a President
Clinton's Arkansas land investments. A high-
powered damage control squad was ap-
pointed, under the direction of new deputy
chief of staff Harold Ickes, and daily strategy
sessions began.

But by midweek, the team’s first foray into
organized control had turned into a double

On Sunday, a senior presidential aide said
publicly that all Clinton records relating to
the Whitewater land development had been
turned over voluntarily to the Justice Depart-
ment, just as the White House had promised
in an announcement last month. On Monday,
a presidential spokesman said no documents
had been turned over, and none would be for
another two weeks.

On Wednesday, the White House issued a
statement announcing that its pending relin-
quishment of the documents actually was in
response to a Justice subpoena—but was still
“yoluntary” because the subpoena had been

stumblr-.

DAMAGE, From Al

requested by the president's law-
yer.

In interviews yesterday, senior
officials referred to “goofs” and “in-
pocent mistakes” in the week's ef-
fort. “Everything we do looks sin-
ister even when it's just innocent
screw ups,” lamented one official.

The decision to present a better-
organized response to the White-
water controversy came last month
when “it became clear . . .this had
turned into a television story from
what it was—a story that was too
hard for hardly anyone to under-
stand,” said one Democrat advising
the White House.

The story first had emerged dur-
ing last year's campaign, revolving
around charges that funds were di-
verted to Clinton's benefit from a
Little Rock savings and loan owned
by his partner in the Whitewater
Development Corp. But it was not
until December that the complicat-
ed and, according to some, incon-
sequential allegations received wide
circulation. Television began to pay
attention when it was learned that
White House officials had removed
Whitewater files from the office of

deputy counse! Vincent Foster im--

mediately after Foster's suicide last
SUImimer.

The White House portrayed the
removal of Clinton's personal pa-
pers as an innocent housekeeping
step. But others saw it as an effort
to conceal possibly pertinent infor-
mation from federal investigators
working on the savings and loan
case.

White House Chief of Staff
Thomas F. “Mack™ McLarty desig-
nated Ickes to lead the new team,
composed of Bruce Lindsey, Clin-
ton's longtime Arkansas political
aide, counselor David R. Gergen,
senior adviser George Stephano-
poules, White House communica-
tions director Mark Gearan and
outside political advisers such as
Paul Begala and James Carville,

Bee DAMAGE, A4, Col 4

Clinton Damage Control Backfires

The team's first misstep came
when Stephanopoulos announced on

“They seemed to be
operating under a
theory of ‘what is
the least ...
information we can
get away with
releasing?’ and then
doing it with this
sleight-of-hand
manner that looks
worse than if they
did nothing at all.”

—Democratic official

ABC's "This Week With David
Brinkley” Sunday morning that the
Whitewater files had been turned
over to the Justice Department.
Stephanopoulos has told associ-
ates that he had “assumed” that
Chnton’s decision to turn over the
files, announced Dec. 23, had been
carried out. Once the announce-
ment was made, he said, he left on
vacation for the holidays. It was
only on Monday, after the Brinkley
show, he said, that he was told the
papers still were in the possession
of Clinton's lawyer, David Kendall.
White House press secretary

Dee Dee Myers was designated to-

“fix” that mistake, announcing on
Monday that the files still were be-
ing catalogued and would not be
relinquished for another two weeks.

Senior officials also insisted yes-
terday that neither they, nor the
Clintons, had known until Wednes-
day that the documents had been

subpoenaed, Clinton's personal law-
yers and the White House counsel-
ors who handled it, said one official,
“thought it was a routine legaliy-
mechanical part of turning over the
files. When we asked later why in
God's name they didn't tell us this
subpoena thing was going on, they
said, "‘Why should we, it's just the
routine thing in getting this done.” *

Several lower-level officials yes-
terday, echoing longstanding crit-
icisms by other White House insid-
ers, blammed the lawyer brought in
to replace Foster, Joel Klein, and
Klein's boss, White House Counsel
Bernard Nussbaum, for failing to
recognize the political implications
of a subpoena—even one the White .
House maintains it asked for.

*That is getting fixed,” one offi-
cial said in reference to the coun-
selor's office, but would not say
how.

“We should have pro-actively an-
nounced the subpoena when we an-
nounced we were turning over the
files” last month said one official.
Once the more politically attuned
White House aides learned of its
existence Wednesday, this official
and others said, Stephanopoulos
pushed for immediate release of
that fact.

While recognizing that the late
acknowledgment *looked sinister,
like we had something to hide,™
they decided to announce it anyway,
for fear it would leak, causing even
more problems. In addition, Clinton
was leaving Saturday for a 10-day
foreign wisit, and issuing such infor-
mation from Prague or Moscow was
deemed, as one official put it, “too
cute.”

One Democrat with damage con-
trol experience was scornful of the
White House operation. “They
seemed to be operating under a the-
ory of ‘what is the least . . . infor-
mation we can get away with re-
Jeasing”" and then doing it with this
sleight-of-hand manner that looks
worse than if they did nothing at
all”

Frinay,
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George F. Will
Fangs-of the
Independent
Counsel

His enthusiasm having dethroned his

publican clamor for an independent coun-
sel to investigate whether the Clintons did
serious wrongs regarding the Whitewater
land development in Arkansas,

Gingrich adopts the egalitarian cant
normal when politicians express synthet-
ic altrwsm: He says an independent
counsel is needed lest adolescent miscre-
ants in East LA, think presidents are
above the law. But in addition to being
concerned about the civic sensibilities of
wayward youths, Republicans are seek-
ing vengeance, albeit tarted up with
preties about “the public’s nght to know."

Republicans think it is the Democrats’
turn to experience the fangs of indepen-
dent counsels. And in fact when Presi-
dent Clinton's man George Stephanopou-
los says mno independent counsel is
needed because Whitewater “has been
looked at by papers and is being
looked at by the Justice Department,” he
speaks words that would be roundly ridi-
culed by Democrats in Congress, and by
purnalists, were he a Republican.

Congress created the independent
counsel apparatus as a *Watergate re-
form"” in 1978, It was accepted by Presi-
dent Carter against the advice of his

The law is
unconstitutional and
should not be revived.

attorney general, Griffin Bell, who right-
ly considered it unconstitutional

It unleashed against the executive
branch people performing the purely ex-
ecutive function of prosecution yet un-
controlied by the chief executive. This
conflicts with the Constitution’s creation
of three and only three separate branch-
es. Unaccountability has frequently bred
irresponsibility, and when the indepen-
dent counsel law expired last December,
sensible Republicans and others said
good riddance.

Republicans now calling for revival of
the law are ignoring its constitutional
dubsety and the damage it does to the
CVIC Culiure. L. L -
gate” still serves as an argument for the
law, That is absurd.

In the summer of 1973 Republican
prosecutors mounted devastating cases
aganst the Republican president and his
vice president. When the U.S. attorney
for Maryland found that Spiro Agnew

-had taken bribes as governor and that

payments contnued to lum as vice presi-
dent, a grand jury indicted Agnew. He
plea-bargained and resigned.

He was allowed to bargain because
Anorney Genera! Eiwct Richardson
knew that Nixon was trapped by an

Frivay, Jang ARY 7 ]

wnvestigation already far advanced before
Archibald Cox became special prosecu-
tor. The U.S. attorney for the District of
Columbia, a Republican, already had
most of the information that filled the 90
pages he soon gave to Cox, sketching the
conspiracy.

Today some Republicans, making use
of their ime out of power to prove that
they deserve to be there, try to put a
pauna of seriousness on their intellectual
somersault regarding an independent
counsel law. They say such a law is
needed now that bath political branches
are cootrolled by the same party. But
that condition existed often during the
189 years that Constitution
functioned without the sort of law

Supporters of an independent counsel
apparatus say it is necessary to bolster
confidence in government. However, 'e;!

premise that the highest levels of gov-
emment are usually staffed by people
without integrity. Another premise is
that other relevant institotions, including
Congress and the media, are impotent or
corrupt.

Regarding Whitewater, yes, the Clin-
tons have proven themselves to be less
than forthcoming and even musleading.
But this is not a news bulletin about the
pair who promised a middle-class tax cut
and authored the proposed health care
reform that does not read as it is adver-
tised. Besides, what conceivable mis-
deeds by the Clntons in Arkinsas are
mmportant enough to ustify resiving an
mdependent counsel that viohtes the
Constitution and short-circuits the politi-
cal process?

Yes, Attomney General Janet Reno in-
spires no confidence: Her demand for the
prompt resignation of all U.S. attorneys
looked like an attempt to abort the inves-
tigation of Rep. Dan Rostenkowski, and
her departmem reeks of Arkansas-style
croneyism. Yes, she and the Arkansans
in the department should publicly recuse
themselves from participation in any
Whitewater investigation.

Yes, if Clinton were a Republican, Con-
gress and the media would have caused
the independent counsel law to be revived
for an investigauon of White House abus-
es regarding the travel office. And, yes, if

" pulliean, Congress
would be invesugaung Whitewater. Con-
gress’s mvesugauve powers, which pro-
duced the crucal Watergate brezk-
through—the discovery of Nixon's taping
syslém—are one reason an ndependent
counsel apparatus 15 unnecessary.

If the Jusuce Department and Con-
gress fail to function well regarding
Whitewater, that will not be a consti-
tutional crisis. Om the contrary, for such
political faidures the Constitution pro-
wides regular occasions for condign pun-
1shments. They are called elections.
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(ATTN: National editors) (Includes optional trims)

Aides Ccall Clinton's Concealment of Records a “Huge Mistake' (Washn)
By John M. Broder= (c) 1994, Los Angeles Times=

WASHINGTON President Clinton's advisers have warned him that in using the
legal process to keep secret his investment records during his years in
Arkansas, he runs the risk of undercutting his claims of innocence in the
tangled Whitewater real estate venture, officials inside and outside the White
House said Thursday.

Advisers to the president concede that concealing the existence of a
subpoena for records of the Clintons' real estate investment for two weeks was
a "““huge mistake'' that damaged the Clintons politically.

The White House strategy, for now, is to try to mount a vigorous public
defense while protecting all documents from release to Congressional
investigators and the media.

First lady Hillary Rodham Clinton is particularly adamant about shielding
family records from disclosure, according to knowledgeable sources, preferring
to endure the temporary pain of the current outcry to what she deems an
abhorrent invasion of privacy.

Some top White House aides argue that even though the Clintons may be
justified on legal grounds in withholding the Whitewater papers, it is
politically untenable for them in the current climate.

The case involves the Clintons' investment in Whitewater Development
Corp., a project to develop vacation property in the Ozark Mountains of
Arkansas. The Clintons were 50-50 partners with James B. McDougal, owner of
the failed Madison Guaranty Savings & Loan.

Whitewater and Madison Guaranty are the subject of a Justice Department
criminal investigation that seeks to learn whether thrift funds were illegally
diverted to the real estate deal or to Clinton's Arkansas political campaigns.

One senior adviser to the president has warned that the Clintons will
““keep bleeding'' through continued questions about their financial affairs
until they relent and share their personal records with Congress and the
public.

Another top aide said Thursday that the Clintons were in a political vise,
squeezed by demands for their papers and the desire to protect their privacy
as well as the integrity of the ongoing criminal investigation of their former
business partner, James B. McDougal.

“"You're trying to balance in all of this the president's and first lady's
rights,'' said the aide, who insisted he not be named. "““Even if they are the
president and the first lady, just because someone makes a charge, they don't
have to turn over everything they own; that's a matter of principle. But we
recognize that from
a political point of view, we've made it look bigger than it is.''

That is a lesson that countless politicians from former President Nixon
to Oregon Sen. Bob Packwood have learned. Bill Clinton in particular, should
know that a public figure, particularly a president, has virtually no private
life and cannot dodge questions merely by asserting a theoretical right to
privacy, officials said.

Other White House advisers insist at least publicly that the Clintons
have done no wrong and that the calls for full disclosure of their private
papers is nothing more than a Republican-driven witch hunt and should be
resisted at all costs.

““We're voluntarily turning over more records than anyone has asked for,'!'
said White House political adviser Paul Begala. ~“This is like shadow boxing.
There are no charges. There are no allegations. This whole thing just
mystifies and frustrates me.''

The Clinton strategy is one used by public officials in a number of cases
in the past to shelter what they consider private aspects of their life. Even
when successful, it can lead to grueling, drawn out battle involving
significant political damage.



! It also demonstrates that the current standard of legitimate public
curiosity about the nation's highest officials can collide with the
sensibilities of those involved.

Right now, Packwood is fighting a legal battle to keep his diaries out of
the hands of Senate ethics investigators looking into allegations of sexual
harassment; years ago, Nixon fought to keep his presidential tapes and papers
from being released, with the effort to conceal the documents one of the
factors that led his downfall.

(Ooptional add end)

Leading Republicans Wednesday accused the Clintons of colluding with the
Justice Department to conceal evidence of possible crimes and of stonewalling
Congressional investigators.

“*It's mind-boggling to think that the White House and the Justice
Department would work together in a matter that might involve some crimimal
activity,'' Senate Minority Leader Bob Dole, R-Kan., said in one of a series
of television interviews. "I don't know of any precedent for this.'!'

A senior House Banking Committee staff member said it appeared the White
House was using the grand jury subpoena as a means of limiting, not
furthering, disclosure of relevant material.

““They're trying to set up a wall, to say they're not targets and they're
cooperating to get the bad guys,'' the aide said. ~“They're just going to pour
everything they can into the grand jury and then say any release would
threaten a pending investigation.''

kdkk filed by:LAWP(--) on 01/07/94 at 02:2BEST *k#*%
*#%** printed by:WHPR(JEL) on 01/07/94 at 08:26EST #***%



ITHE wALL STREET JOURNAL FRIDAY, JANUARY 7, 1994

What Did He
Know, and When
Did He Know It?

When the White House sacked every
sittirig U.S. attorney last March, this space
hyperbolically deplored “the most secre-
tive and deeply political administration
“since Richard Nixon's.” By now that
looks understated.

Whitewater may not be Watergate, but
the Clinton White House's skill in handling
the real estate-SLL suspicions has cer-
tainly earned it the right to be called
Nixonian. Its gift for inspiring suspicion in
reporters, its mastery of the self-inflicted
wound. and its talent for seeming uncoop-
erative and slippery are all qualities wor-
thy of the master umself.

Having worked as staffers on the
House committee to impeach Mr. Nixon,
Hillary Clinton and White House counsel
Bernie Nussbaum may have absorbed
more political lessons than they ever
imagined. As John Le Carre once wrote
about the CIA and KGB, maybe they
fought a “looking-glass war." Let's exam-
ine how the Clintons have turned a seem-
ingly small scandal into a potentially
much bigger one involving the abuse of
presidential power:

~The nondenial denial. This White
House is adept at not giving a straight an-

Potomac Watch
By Paul A. Gigot

swer. S0 Whitewater was jus! *‘old stories"
that were “already investigated.” Natu
rally, these dismissals (non-denials) only
raised suspicions when reporters discov-
ered new stories—e.g.. that the lawyer re-
tained by the Clintons to “investigate”
Whitewater in 1992 had ignored large
transactions,

—The coverup, When Vincent Foster,
the Clintons’ personal lawyer, shot him-
self in secluded Fort Marcy last sum-
mer. the White House response was to
blame the press. A chorus line of com-
mentary accused this newspaper, in par-
ticular.

But we've since learned that the trou-
bled Mr. Foster had more on his mind than'
tart editorials. As the lawyer putting to-
gether the Clintons® presidential blind
trust, he handied the First Couple’s per-
sonal finances. Yet he was well behind the
pace of any recent presidency in estab-
lishing that blind trust, which was finally
and quietly filed a week after he died.
What took so long?

On the day he died, Mr. Foster received
a phone call from James Lyons, the lawyer
he'd hired to file the Clintons' 1992 White-
water “report." On the same day, too, a
subpoena was issued o search the Little
Rock offices of David Hale. A former judge
appointed by Mr, Clinton, Mr. Hale has
Since been Indicted and has accused Mr.
Clinton of benefiting from a $300,000 loan
Mr. Hale made to a business partner of the
Clintons.

4 these are commcidences, but
They raise doubts, especially because the
White House has been so eager to blunt
-queries about Mr. Foster. The probe of his
death was confined to the Park Police, who
have no expertise in mysterious deaths.

*Their report also remains a secret, though
the Justice Department promised to make
it public.

And don't forget the early sacking of
those U.S. attorneys: That meant Mr. Clin-
ton could nominate Paula Casey, a former
campaign worker of his, to the Little Rock
U.S. attorney's post that would investigate
Whitewater. She has since recused her-
self, but not before recommending to
Washington that a criminal referral of the
case to Justice by the Resolution Trust
Corp. not be pursued.

-4 Mﬁwm hangout, Cllnlﬁ:

in-meisters the Ziegleresque v.
:tptppm-ing to be forthcoming even while
stonewalling. So a Dec, 23 decision to re-
lease  Whitewater
documents taken—in
secret—from Mr.
Foster's office was
halled by the likes of
George Stephanopou-
los as coming clean.

But now we learn
that this disclosure
was rigged by the
White House so as to

. avoid having to make

! lic. By conspiring to

! have Justice issue a subpoena for the doc-
uments, the White House made sure nosy
reporters can't obtain those documents un-
der the Freedom of Information Act,

Bill Clinton has one advantage
Richard Nixon never had—a Congress of
his own party. House Banking Chairman
Henry Gonzalez, who did yeoman work
on the Keating Five, has suddenly lost in-
terest in S&Ls. That's why even Jowa Re-
publican Jim Leach, the least partisan
member of Congress, has called for a
“special counsel."

This is not, despite claims by Clinton
partisans, the same thing as a

| Lawrence  Walsh-type  “‘independent
' counsel.” Barmey Frank (D., Mass.)
wants to use Whitewater to revive that
law, ramming it through the House
without allowing a vote on whether it
should cover Congress as well as the ex-
eculive branch. But this could actually
help a coverup, because a Whitewater-
Walsh could keep documents under

, Wwraps for years.
As scholar Terry Eastland reminds
] me, Watergate and even Teapot Dome
were investigated by “special prosecu-
tors" without the runaway, hair-trgger
Walsh-type statute. Whitewater could be
as well, If the counsel were someone
with the proven integrity of Manhattan
D.A. Robert Morgenthau. Such a counsel
would at least be subject to political con-
—mnimae Bha wgyv g Walgh-tvpe counse!
ISN'L BVEN DEWEl wiuee bs o ooieniinn
congressional hearing. a la the Keating
Five, so voters could decide for them-
+ selves. With an administration as Nixon-

I lan as this one, how else is it going to |

restore its credibility?
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‘A good strategy’
by Clinton’s lawyer

Subpoena shields Whitewater papers

By Nancy E. Roman A/
THE WASHINGTON TIMES

Top defense lawyers say the Clin-
tons' request of a subpoena to shield
documents surrounding the White-
water Development Corp. investiga-
tion is good legal strategy

Some call it a subterfuge.

Martin Gideonse, a professor of
criminal law at Harvard, said he
would have done the same thing.

“If 1 was representing a client
who was trying to be cooperative
with the Department of Defense and
1 found that someone instantly filed
a FOIA reguest, 1, 100, would ask for
the protection of a subpoena” he
said, acknowledging that the maneu-
ver would be aimed at shielding the
documents from public and press
scrutiny.

“This is a unique bit of legal judo,”
said John Banzhaf, a George Wash-

ington University law professor. “It's
certainly changing the whole pur-
pose of a subpoena, which is to com-
pel the protection of evidence — not
to protect the defendant”

Critics, including Senate Minority
Leader Bob Dole and Minority Whip
New1 Gingrich of Georgia, charged
yesterday that the subpoena re-
quested by David Kendall, President
Clinton's personal attorney, was an
unethical attempt to cover up
Whitewater documents that could
contain evidence that would incrim-
inate the president.

“It appears the White House is
running the investigation and not the
Justice Department,” said Mr. Dole,

‘Kansas Republican.

Republicans have been pressing
for an independent counsel to review
the Whitewater dealings and reiated

see PAPERS, page Al4

PAPERS S

From page Al

financial transactions involving Ar-
kansas' failed Madison Guaranty
Savings and Loan Association. Al-
torney General Janet Reno said yes-
terday she had no plans to appoint
one under current law, but might
consider it if Congress passes new
legislation.

A Justice Department probe un-
der way in Little Rock, Ark., led to
the issuance of the subpoena by a
federal grand jury there.

Gerald B. Lefcourt, past presi-
dent of the New York Criminal Bar,
said Mr. Kendall's strategy in re-
questing the subpoena is common-
place.

l “It happens all the time." he said.

"It just means they are cooperating
with the investigation, but they don't
want everyone in the world to be in-
volved with it

Mr. Lefcourt said he frequently
negotiates with a prosecutor about
the breadth of a subpoena.

“]1 say, ‘Why are you going to sub-
poena my records all the way back
to 1980 when you are really inter-
ested in 1992 " he said.

Senior White House adviser
Bruce Lindsey announced o
Wednesd=r that Mp ¥eedq)f -
quested the protection of a subpoena
on Dec. 23 — the same day that the

White House announced that it
would voluntarily turn over legal
documents relating to Whitewater.

The White House has not said
what prompted the announcement,
but it was made the same day that
David Marston, a lawyer from Phila-
delphia, filed a Freedom of Informa-
tion Act (FO1A) request for the doc-
uments.

Mr. Marston sought dc s

Mr. Kendall's strategy.

“Itis very strange attitude to sug-
gest that it is appropriate for a US.
attorney to try to manipulate things
so that documents which are very
much a concern of and to the public
are not available to the public,” he
said.

Mr Banzhaf noted that in the past
when vice presidential candidate
Geraldine Ferraro's finances were

including materials gathered during
the presidential campaign and doc-
uments retrieved by White House of-
ficials from the office of Deputy
White House Counsel Vincent W
Foster Jr. after his suicide July 20

The subpoena shields the doc-
uments from public and press scru-
uny by immunizing them against
FOIA requests.

Charles Ruff, a Washington law-
yer and former Watergate prosecu-
tor, z.greed with many other lawyers
who say Mr. Kendall's tactics are not
unusual,

“It would not be unusual, for ex-
ample, for a lawver or anyone to seek
a subpoena to formalize the process
of turning over documents,” he said
“And it wouldn't be unusual to tell
lawyers: ‘Here's the universe of
things that should be covered’ None

Al thar gt=lene ma se nanenal @

Mr. BanzRaf said he 15 surprised
that lawyers are so comfortable with

questioned, or when then-congres-
sional candidate Eleanor Holmes
Norton's tax records were investi-
gated, both candidates turned over
their records voluntarily.

“If the president said he was will-
ing to turn those things over volun-
tarily, why would he want 1o manip-
ulate it so that it weren't available
through FOLA?" he asked.

He said the entire discussion bal-
sters arguments for the appoint-
ment of an independent counsel.

“Very definitely this 1s a situation
where there will always be questuons
as to whether the investigation is
thorough unless there i1s a special
prosecutor,” he said.

“They have crafted the turnover
of the documents . .. so as to cloak
the information in secrecy” Judd
Best, a Washington lawyer who has
represented former Vice President
Spiro Agnew, told the Associated
Press
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Out of sight

“Good luck!” the Treasury De-
partment press officer declared
when we jokingly suggested that
she simply put Lloyd Bentsen
on the phone so we could ask him
our question directly. “I've been
working here for seven years and
I've yet 1o see, let alone talk to, any
of the Treasury secretaries. | only
know who's here by the picture
on the wall”

Return to sender

Be glad you don't work in the
White House mail room, where
we're told used underwear ad-
dressed to President Clinton is now
arriving. Valerie Richardson, a re-
porter for The Washington Times
based in Denver, says that with tax
season almost upon us, residents of
her city decided to help out Mr.
Clinton with his deductions by
sending him their shorts. The so-
called Boxer Rebellion was
launched last week by a local radio
host.

So far hundreds of listeners have
sent their underwear to the radio
station, to be boxed up and sent to
the White House. But many others,
she confirmed, are sending their
worn skivvies directly to Mr. Clin-
ton himself.

Diversify or else

We've learned that a State De-
partment employee has lodged a
complaint after an official within
the European and Canadian affairs
division (known as "EUR" in Foggy
Bottom parlance) advised him not
1o bid on two position openings "be-
cause they were reserved for mi-
nority officers.”

That complaint to the American
Foreign Service Association
(AFSA) was paralleled by one from
an AFSA representative at another
post, who said an EUR official had
called to ask him "whether an of-
ficer at that post was a member of

| CSIDE
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§ By John McCasiin |

To some at Treasury, Lloyd Bentsen
is jus! a pretty facae in a lrrmo,

an ethnic minority, explaining that
the officer would not be a viable
candidate for a forthcoming va-
cancy if he were not," according to
a memo we obtained from the
AFSA.

The AFSA, as a result, lired off a
letter to EUR, asking whether the
office was "reserving” certain posi-
tions for minorities, and “if so, on
what authority |and ] which posi-
tions are being reserved for minor-
ies?"

An ufficial of EUR responded in
a memo that “it is not the Depart-
ment’s policy to ‘reserve’ positions
for employves based solely on gen-
der or ethnicity. 1t is the Depart-

ment’s policy to improve gender
and ethnic diversity not only within
the Department and Foreign Ser-
vice ug a whole, but also within
ﬂyﬁmcnl elements of them.”

" Whitewater rapids

David Kendall of the Washington
law firm Williams and Connolly has
done a pretty good job of rep-
resenting The Washington Post in
its legal magters. We wonder, there-
fore, if it wasn't The Post’s
Katharine Graham who first
planted Mr. Kendall's name in the
ears of Bill and Hillary. As the Clin-
tons' personal attorney, Mr. Kendall
is busy trying to pull the first cou-
ple from the growing Whilewater
undertow.

467-9800

Where is Lee Brown, President
Clinton's drug czar? That's what
Mr. Brown's colleagues and fmiends
in the drug-fighting community
would like 10 know.

In fact, the director of one well-
known law enforcement group
called yesterday to say he's tried
for several weeks now 1o reach Mr.
Brown, yet each time the White
House switchboard connects him o
the former New York City police
commissioner’s extenswn at the
National Drug Control Policy of-
Nce, he gets a recording

"I can't reach him or anybody on
his stafl,” said the official, who
asked that he not be wdentified “be-
cause Lee and 1 have a long-
standing relationship, plus I want
him 10 give a speech 1o my officers.
But this is tr'le drug czar of the

United States — a Cabinet ofMice
He sits a1 the Cabinet table and

1 can’t resch lum And I'm not
alone. My [riends have had the
same problem”

We called the White House yes-
terday, asked to speak to Mr. Brown |
and got the same recording. All of
which reminds us of something Bill
Bennett, President Bush's drug
czar, told us in April when we asked
him to grade Mr. Clinton and his
drug policy office.

“Either an F or an “incomplete, ™
answered Mr Bennetl. “Actually,
it's a course |Mr. Clinton] didn't
sign up for He has done nothing
but gut the office™

Too small a staff

James A. Ross, the engineer edi-
tor of Privacy and Security 2001, a
monthly guide of ways to cope in
this high-tech world of ours, doesn’t
seem to be coping very well him-
self. Or so we gather from reading
his current editorial on "liberal
bias™ in the news media. *

Mr. Ross, whose background is !
in math and electronics, tells us the 1§
“trigger” imtiating his editorial
comment “was the total avoidance
by Natiopal Public Radio news of
the breaking stories about 1, Bill
Clinton's womanizing; 2, Hillary's
relations with Vince Foster; 3, the
funny public money manipulations
in Arkansas that benefited the Clin-
1ons; 4, the obstruction of justice
by White House personnel who re-
moved evidence from Vince Fos-
ler's office before those empowered
1o investigate his suicide were al-
lowed entry, and 5, the lics 1old o
the public about these activities by
White House personnel ”

*Hecause NPR wowally ignored
these stories,” Mr. Ross continued,
“1 called and spoke with News Edi-
tor Bruce Drake His explanation to
mie was that he did not have enough
people 10 send out to fully rescarch
the story and he simply could not
report what the other news media

had reported.”
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'TONY SNOW _/

very ume controversy begins

to stalk Bill Clinton, the darn-

dest thing happens. Docu-

ments that could establish his
innocence vanish into the arms of
private attorneys or turn into confet-
ti. A partial checklist of missing
papers illustrates the trend:

*The Vincent Foster Tragedy: After
Vincent Foster committed suicide on
July 20, White House Counsel
Bernard Nussbaum cleaned out the
deceased assistant's office. Mr, Nuss-
baum says he sent some files 1o Mr.
Foster’s family, some to the presi-
dent’s private lawyer and the rest o
Park Service officials investigating
the death.

Several questions: Why weren't the
records kept at the White House, as
required by federal law? What hap-
pened to Mr. Foster's personal diary?
Where are the files detailing Mr. Fos-
ter’s possibly illegal personal work for
the first family?

#The First Lady’'s Health Care Task
Force: Hillary Rodham Clinton's
health care task force included at
least 500 people, each of whom should
have submitted financial disclosure
forms.

A group of physicians has sued the
Whate House, seeking access to those
records. The plaintiffs want a8 mem-
bership list, background information
~— such as whether members were
truly full-nme employees of the fied-
eral government or just lobbyists
smuggled in to help Mrs. Clinton —
and copies of conflict-of-interest doc-
uments. So far, they have received
nothing, despite a judge's order that
the administration produce the infor-
mation.

#The Madison Guaranty Savings
and Loan: Then-Gov. Clinton asked
friends to help him repay $50,000 that
he lent his 1984 gubernatorial cam-
paign. James McDougal, who owned
the Madison Guaranty Savings and
Loan during the 1980s, responded by
hosting a lavish fund-raiser that
hauled in roughly $35,000 — and may
have broken the law.

Federal investigators suspect that
§15,000 or more may have been
diverted from Mr. McDougal's thrift
into Mr. Clinton's private bank
account, but it's difficult to tell.
Records of the McDougal-organized
fund-raiser have disappeared from
stale and county offices.

So have documents that might
clear the president of charges that he
helped Mr. McDougal fend off feder-
al regulators, who wanted to close
Madison in 1985. The government

L ¢
to taxpayers of at least $47 million.

Unfortunately, the Madison files at
the Arkansas Securites Commission
are shockingly thin. Investigators say
the archives do not include such rou-
tne paperwork as office memoran-

Vaporous
trail of
records

dums, phone logs and correspon-
dence — and no communications
between then-Securities Commis-
sioner Beverly Bassert and Gov. Clin-
ton regarding Mr. McDougal's savings
and loan.

Nor are there clear records of how
Hillary Rodham Clinton managed to
get a $2,000-a-month retainer from
the thrift.

White-

Develop- WHAT
ment Corp.:
There's another
wrinkle to the
Madison mess.
The Clintons
joined Mr. McDou-
gal in a real estate
venture known as
the Whitewater
Development
Corp. They say
they lost nearly
$70,000 in the deal,
but their 1993 fed-
eral financial dis-
closure forms indi-
cate that they
realized a small
capital gain.

They describe
themselves as half-
owners of White-
water, despite the

®The
water

M.

information as the number of people
on the president's staff, which White
House employees have received secu-
nity clearances and so on.

Investugators from the General
Accounting Office have been denied
permission to visit the Travel Office in
order to learn how the White House
improved the office's efficiency after
brooming out the career civil ser-
vants who used to run it.

The GAO also has gotten the
brushoff in its efforts to investigate
matters involving White House
integrity. These include the large
number of noncompetitive contracts
awarded by the administration (pos-
sibly to cronies) and the procurement
of new systems for phone services
and resume processing.

Democrats have tried to dismiss
calls for investigations as mere parti-
sanship, and Attorney General Janet
Reno has adopted a “don’t ask,

WHAT
WHITEWATER
COVER-UP?

fact that they put
up only about 43
percent of the cap-
ital. They claim they were “passive”
investors, even though Mrs. Clinton
demanded power of anorney over
Whitewater as early as 1¥88 and the
Clintons handled the partnership’s
tax work through 1992. The White
House has put its Whitewater files
under wraps by drafung a Justice
Department subpoena for the Clin-
tons’ records. That unusual maneuver
lets the administration control the
release of information and make dis-
closure a crime.
All of this could have significant
= -a..quences nonetheless. The
starute of limitabons on civil law vio-
latons connected with Madison Guar-
anty will expire in March.
sRounne White House Operations
The White House regularly rejects
congressional requests for such basic

The m@uingmn T
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don't tell” approach to anything
involving administration ethics.
But the Clinton team deserves
blame for inflaming suspicion. The
president and his aides make even
innocent transactions look shady
by withholding information, chang-
ing stories and breaking promises
to run an open shop.

At this point, only Stonewall
Clinton can save himself from fur-
ther innuendo. He should release
all his records in the knowledge
that the truth will set him frea

Tony Snow 1s a Washington-based
editorial page colummst for the
Detroit News and s nationally syn-
dicated
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White House on Whitewater damage cont ol

By Judy Keen
USA TODAY

The White House has gone (o batile
stations to try to extricate President
Clinton from the muck of a controversy
that’s already achieved single-name sta-
tus: Whitewater.

But as Clinton headed to his mother's
funeral and Europe, questions about the
decade-old Arkansas political and 6-
nancial tangle only mounted.

Although, as senior Clinton adviser
George Stephanopoulos said Thursday,
“Nobody's produced any credible evi-
dence showing the Clinlons did any-
thing wrong,” the controversy is show-
ing signs it's as persistent as the flu.

The administration will intensify its
offensive:

» Vice President Gore and other ad-
minist-ation officials will be on TV talk
shows, starting today.

P Senior adviser Bruce Lindsey will
skip Clinton's trip to manage the crisis.

Yet even the White House's efforts to
defuse the issue seem lo feed percep-
tions that there's a problem.

The White House on Thursday began
lurning over to the Justice Department
five boxes of papers detailing the Clin-
tons’ investment in Whitewater Devel-
opment Corp. The firm's links to a
failed thrift are part of a federal probe.

Even that act, designed to quell some
of the furor, didn't go smoothly:

» Earlier this week, Stephanopoulos

yna Brenna, AP
GINGRJCH Coh:snon re-

ports ‘very disturbing’

said Justice had the documents.

P A day later, White House spokes-
woman Dee Dee Myers said the papers
would be sent in a couple weeks.

» Finally, the White House said it had
worked with Justice to define a subpoe-
na demanding the papers. That set off a
new round of GOP charges of cover-up
and calls for an independent probe.

“We're naive,” said Lindsey. "We
think that we're doing the right thing —
by agreeing to turn over documents that
were not required, to do it voluntarily
— and yet every act that we take to try
10 be cooperative is turned back on us."

Senate Minority Leader Robert Dole,
R-Kan,, called it “mind-boggling” that
the White House and Justice would col-

By Tim Dilon, USA TODAY
RENO: Refuses to name

a special counsel

aid Schumanin, R.wlars
STEPHAHOPOULOS
‘No credible evidence’

laborale "on a matter that might in-
volve some criminal activity.”

House Minority Whip Newt Gingrich,
R-Ga., called it “very disturbing” for the
‘White House and Justice lo "apparently
collude together.”

Attorney General Janet Reno insisted
Thursday her department’s indepen-
dence is intact and again refused (&
name a special counsel.

The White House this week assignea
top aides, including Stephanopoulos and
deputy chiel of staff Harold Ickes, to
Whitewater damage control.

The president and Hillary Rodham
Clinton reportedly expressed dissatis-
faction with aides’ efforts Lo staunch the
bleeding with simple, angry denials.

By Thursday, aides like Ste .anopou-
los were happy to fire back ¢ critics.
“The Republicans are play ; polilics

with this,” he said. "What we't  frustrat-

ed by is the perception (of wr 1gdoing)
is not based on facts.”

Clinton aides plan 1o be m( : aggres-
sive, bul the saga is so comple it might
be hard Lo alter some percef ons.

Among them: the involverr- nt of the
late Vincent Foster, a White F use luw-
yer. Some of the documer 5 turned
over Thursday were fAles Llaken from
his office afler his suicide last July.

In a New York Times column Thurs-
day headlined "Foster's Ghst,” Wil
liam Safire asked, "What are the Clin-
tons hiding?" Several prominent
newspapers have joined congressional
Republicans’ call for a special counsel.

“They just don't know whal to do.”
says Marlin Fitzwater, who was Presi-
dent Bush's spokesman.

“They see problems at the end of ev-
ery tunnel. They also see themselves
losing control of the situation.”

Rep. Jim Leach, R-lowa, ran!:ing Re-
publican on the House banking commut-
tee, worries the White House is stalling
uniil the civil statute of limitations ex-
pires March 2 “If there's nothing
wrong,” he asks, “why hide?

“This is one of thuose matlers that the
White House can, with some embarrass-
ment but relalive ease, put behind
them,” Leach says.

“I am astonished that they haven'r.”

v JANUARY 7. 1994 - USA TODAY
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FROM  UNION-TRIBUNE NEWSROOM TO

‘Whitewater whitewash

Reno should appomt a specwl prosecutor

n what hardly can be considered
full disclosure, President Clinton’s
personal lawyer began yesterday
to turn over to federal investiga-
tors selected documents pertain-
ing to the first family's investment in a
shadowy Arkansas real estate company.
But before the Clintons’ lawyer, David
E. Kendall, agreed to cooperate with the
Justice Department probe, he requested
a grand jury subpoena for the documents,
90 that the papers may be kept from
public perusal. This artful maneuver only
further raises suspicions that the Clin-
tons must have something to hide.

From what is known so far about the

first family’s involvement with Whitewa-
ter Development Corp., there appears to
have been no criminal wrongdoing on
either of their parts. However, federal
investigators believe some illegalities
took place at the real estate firm.

The real figure in question is James
McDougal, who was co-owner of White-
water with his friends the Clintons. Fed-
. eral investigators suspect McDougal
may have diverted monies to Whitewater
from the defunct Madison Guaranty
Savings and Loan, an Arkansas thrift that
he owned. McDougal also is suspected of
ilegally dipping into Madison Guaranty
funds to raise $50,000 for retirement of
Clinton's 1984 ign debt.

It is entirely possible the Clintons were
absolutely clueless about McDougal's
highly irregular business practices. But
Republican lawmakers say they would

—

[ 4 X

feel more sanguine about the wesident'i

WHITE HOUSE

role if Attorney General Janet Reno ap- *

pointed a special prosecutor to sort

things out.
Reno so far has resisted calls for a

special prosecutor, attributing the de- :

mand to petty partisanship, She has leftit

to career prosecutors at the Justice De- .
partment to investigate the connection |

between McDougal and the Clintons.

But that will not suffice. To allay al- !
most certain insinuations of a cover-upim !
the event Justice Department careerists

find their boss’ boss blameless in the
Whitewater matter, Reno should appoint
a special prosecutor.

The attorney general’s ob’echons to
paming an’outsider are speum:s ‘i1
appoint a spedial prosecutor,” she says,

“it's still my prosecutor. And there will
mll be questmnsabout rhe person’s inde-
pendence.”

That surely would not be the case, at
least not if Reno were to appoint an
outside prosecutor who boasts national
standing. Such legal figures as Archibald
Cox and Leon Jaworski commanded re-
spect during the Watergate investiga-
tions, even though they were named by
President Nixon's attorney general.

At this time, we have no reasop not to
take the president at his word when he
says he and his wife “did nothing improp-
er” in the Whitewater affair. However,
until a special prosecutor corroborates
the president's story, there will remain
doubts in the minds of many Americans.
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Subpoena of Wh'tewater

papers fails to quiet GOP
Republicans call for independent probe of Clintons

BY Carl P. Leuhsdorf
Wi rpion B eom of Thr Dindins bimrnsn | My

WASHINGTON — The White
House's lstest move 10 cooperaie (o the
Whitewater {nvestigation (alled
Thursdey to quel] Republican calls for
an independent Inguiry inio President
Clinton's possible involvement

Top GOP leaders mssailed the an-
nouncemmen! that the White Homse
would give Mr Clinion's papers on the
failed Arkansas land deal 1o the Jus

“In my view, the American people
aren golog w buy that” Sensie Re
publican Lemder Bob Dole of Kansas

@row untll Mr. Clinton and his lop

tce Department under a subpoens aides make a full

ihat protects their privacy

Coatinued from Page 1A

e complex maner

“Whatever it Is, i1 going to come
oul,” sadd Douglas Bailey, & former
Republican consultant who now pub
lishes a daity computerized political
repon. “Se they might as well get it
oves wilth *

Nemicratic consultant Ann Lewils
-l

" seems W me There 5 a rule in
polits” she saud “Onoe a document
bocomes flamous for being unavail
able, it will incvitably become avall
ahle And the only real question & the
timing =

She called White House handling
o the maner “surprsingly malsiroit™
snd asked, “Why hmsnY The Whike
Howse moved more quickly to end the
suspense sl gel credil for being
fonhooming

Wiate House offscisls have repest-
edly defended their handling of the
issue &5 designed to protect Lhe presi-
dent’s privacy No charges have boen
direcied o cither Mr. Clinton or his
wike, Hillary Rodhem Clinton, in the
Cae

The naming of an Independent
vinsed “would be the pohitically expe

dient thing 10 do.” sald & senlor White
House officlal, who ssked not to be
identified "Bt there's & malter of
principle here”

In a gmilar vein, another sembor
abde noted that, “If any unsubstantial-
ed charge will call for a special coun-
sel, this is a difficult precedent hat'y
being established ™

With the White llouse seemingly
futent on trying o ride ou! the sorm,
Tom Mann, director of governmental
studles ai the Brookings
Institution, said he doubted that the
lssue would ulimately poss much
problem for Mr. Clinton.

“It depeads on whether he did any-
Ihing wrong and really wromg™ Mr.
Mann ssid "To the extent that | can
tell so far, | don't think it's a major
malier ™

But Prolessor George Edwards, di-
recior of the Cenler for Presidential
Studies st Texas AkM University, said,
“Ii iney can show that he did do some
thing dishonest, that's really deadly,
because he doesn| have deep or com-
mined support*

The latest round of political jockey-
ing over the Whit er ta
day afier the White House ag 0

disclosure of

Please see SUBPOENA on Page 114

expedite its Mr. Clinton's flies © the

ensured the privacy of the doc-

cem aa provided lor by lederal law.”

ment working
na,” Mr, Dole sald (o his Today inler
view. “To me, It cries out for the

Friday, January 7, 1994

partment "W spparently collude to-
getber 10 get a subpoena so the Ameri-
can people can't 80e the documents”

“There's something a little bit sick
sbout that kind of approach, frankly.”

in the Justice Departmend are golng 1o
feel very safe and secure in investigar-
ing." Mr. Armey told reporters at a
breakiast mesting

“There nDeads 0 be a process of
objective inquiry and discovery that |
or sny other citizen of Lhis country
can feel confident iv a fully objective,

of legisiation providing for a coortap
pointed counsel, that she act i name
an independent investigsor 10 re
maove the threat of political inflnence
“H | appoint somebody, I'm golog lo
getd  xforw  thai pe ¢

Republicans, (ncluding som« Wwho

U\

want her 0 pame a0 |ndependent
counsel for (he Whitewaler case
On a day in which White House
offichels dectioed o discuss Lhe lesue
on the recond, one semlor offictal ssid
that “Repeblicans have goiten sway
with & srong kevel of bypocrisy”™ by

make & big deal ahout (hie, they will
Py & price I it terns ont this e just &
ot of pesturing on thelr part

“Ukimately,” he added, “the facts
will decide whethar there s a long-
tarm probies.
“For the tlme being there's no per-
sussive cvidence that D president oc
the (iret ladly did snything wrong. h's
an smaoyance and 3 dersctios bu!
not & serious challengs ™

Siaff wriler Anne Marle Kilday con
tribudad b0 thiy report.
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Updates with Janet Reno seeking independent counsel to investigate;
corrects Wednesday to Thursday in 18th graf. )

Clinton Aides See Risk in Shielding Land Deal Files (Washn)

By John M. Broder= (c) 1994, Los Angeles Times= _ _

WASHINGTON Advisers to President Clinton have warned him that in using
the legal process to keep secret investment records from his years in
Arkansas, he runs the risk of damaging his credibility in the controversy
over the tangled Whitewater real estate venture, officials inside and outside
the White House said Thursday.

Some advisers to the president concede that failing to disclose the
existence of a subpoena for records of the Clintons' real estate investment
for two weeks was a "~ “huge mistake'' that damaged Clinton politically.

Further complications for the White House arose Thursday night when it was
learned Attorney General Janet Reno has indicated in recent days that she
would seek appointment of an independent counsel to investigate the Whitewate:
matter if Congress reinstitutes the law making possible such action.

At a news briefing Thursday, Reno underscored her refusal to name an
outside prosecutor under Justice Department regulations to investigate
Whitewater. She contended that she still would be responsible for the case if
she selected the person, and that she would prefer to leave the case in the
hands of the three career attorneys now handling it.

Under the independent counsel law, which expired in December 1992, the
attorney general could ask a three-judge panel to select
a counsel and chart his mission for cases involving high-level administration
officials. The Senate has passed a bill reinstituting the law, and it is
awaiting a vote by the full House.

At the White House, the strategy for now is to try to mount a vigorous
public defense while protecting all documents from release to congressional
investigators and the media.

First lady Hillary Rodham Clinton is particularly adamant about shielding
family records from disclosure, according to knowledgeable sources. She
prefers to endure the pain of the current outcry rather than allow what she
deems an abhorrent invasion of privacy, they said.

Some top White House aides argue that even though the Clintons may be
justified on legal grounds in withholding the papers, it is politically
untenable for them in the current climate. ‘

The case involves the Clintons' investment in Whitewater Development
Corp., a project to develop vacation property in the Ozark Mountains of
Arkansas. The Clintons were 50-50 partners with James B. McDougal, owner of
the failed Madison Guaranty Savings & Loan.

Whitewater and Madison Guaranty are the subject of a Justice Department
criminal investigation that seeks to learn whether S&L funds were illegally
diverted to the real estate deal or to Clinton's Arkansas political campaign

One senior adviser to the president has warned that the Clintons will
" "Keep bleeding'' through continued questions about their financial affairs
until they share their personal records with Congress and the public.

Another top aide said Thursday that the Clintons were in a political vise
squeezed by demands for their papers and a desire to protect their privacy a
well as the integrity of the ongoing criminal investigation of McDougal, the
former business partner.

""You're trying to balance in all of this the president's and first lady'
rights,'' said the aide, who asked that he not be identified. " "Even if they
are the president and the first lady, just because someone makes a charge,
they don't have to turn over evervthir~ &how ~une: +hatic a3 matter of
principle. But we recognize that rrom a poiiticai point of view, we've made
look bigger than it is.''

That is a lesson that countless politicians have learned, and Clinton in
particular should know that a public figure, especially



a president, has virtually no private life and cannot dodge guestions merely
by asserting a right to privacy, officials said.

Other White House advisers insist that the Clintons have done no wrong and
that the calls for full disclosure of their private papers are nothing more
than a Republican-driven witch hunt that should be resisted at all costs.

""We're voluntarily turning over more records than anyone has asked for,'!'
White House political adviser Paul Begala said. “~“This is like shadow boxing.
There are no charges. There are no allegations. This whole thing just

mystifies and frustrates me.''
The Clinton strategy is one used by public officials in a number of cases

in the past to shelter what they consider private aspects of their lives. Even
when successful, it can lead to drawn-out battles, sometimes with significant

political damage.
(Optional add end)

Leading Republicans Thursday accused the Clintons of " “colluding'' with
the Justice Department to conceal evidence of possible crimes and of
stonewalling congressional investigators.

PICK UP 18th graf: ~"It's mind-boggling xxx.
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By Jerry Seper

THE WARHING TON l“t \'/

Senate Minority Leader Bob Dole
yesterday accused the Justice De-
partment of colluding with the
White House in an effort to shield
documents describing President
Clinton's involvement in a failed Ar-
kansas real estate venture now un-
der federal investigation.

The Kansas Republican — who
has called for a special prosecutor 1o
investigate accusations of campaign
fraud and loan manipulation involv-
ing Mi: Clinton and business partner
James B. McDougal — described
the issuance of a subpoena negoti-
ated by Mr. Clintons personal at-
torney as "almost unbelievable”

"It's fair 10 say the White House
worked with Justice on a subpoena
in an effort W protect the privacy of

the records.” Mr. Dole said. “It's al-
most unbelievable the White House
would work with Justice in a matter
of this kind. I don't know of any prec-
edent for this.

“It appears the White House is
running the investigation and not the
Justice Department,” he said.

His comments came as the White
House announced it had begun to
hand over documents to federal in-
vestigators under the grand jury
subpoena. The records show the in-
volvement of Mr. Clinton and Hillary
Rodham Clinton in a controversial
northern Arkansas real estate ven-
ture known as Whitewater Develop-
ment Corp.

The subpoena was issued secretly
on Christmas Eve and was served
that same day on the Clintons' per-
sonal attorney, David Kendall, who
the White House had said was given

the Whitewater llles retrieved from
the office of White House Deputy
Counsel Vincent W, Foster Jr. after
his suicide in July.

The subpoena wps formally re-
quested by Mr. Kendall on Dec. 23
after meetings with Justice Depart-
ment lawyers, althoygh its existence
‘was not aclmwledsed by the Whate
House until

The subpoenaed dqp:umenls iq
clude records concerming White-
water and those pertaining to Arkan-
sas' pow-defunct n Guaranty
Savings and Loan Association,
owned by Mr. McDougal. It requires
that all the documenu H" submitted
by Jan. 18.

Ironically, negoliumns for the
subpoena were ongoing at & time
Mrs. Clinton was saying publicly she
saw no reason 10 release records
showing the couple’s business deal-

|

| Thye Washington Times

ings with Whitewater “1 think we've
done what we should have done and
dont feel the need to do any more
than we've done,” she told reporters
on Dec. 22

Mr. Clinton said on Dec 23 he was
willing 1o “cooperate” with federal
investigators and voluntanly turn
over the Whitewater documents, al-
though he made no mention of the
pending subpoena. “Of course we'll
do what we can 1o cooperate)” the
president said during an Oval Office
interview with reporters.

It remains uncertain what spe-
cific documents are included in sev-
eral boxes o be turned over to in-
vestigators. During the 1992 pres-
idential campaign, the Clintons said
the Whitewater records had disap-
peared.

The subpoenaed documents, how-
ever, include those taken from Mr.

Fuoster's office during two searches
following his July 20 suicide. Mr
Foster was also the Clintons' per-
sonal attorney at the time of his
death,

One of the searches wok place
three hours after Mr. Foster’s body
was found in a Virginia park, despite
orders by White House Chief of Stafl
Thomas F “Mack"” McLarty that the
office be sealed

Attlormney General Janet Reno yes-
terday declined to name a special
proscecutor,

“I'm gowng to be damned if 1 do
and damned if 1 don't,” she said dur-
ing her weekly press briefing. “"And
if that's what's going to happen, then
1 want 1o try 1o do it in what i} the
best interest of the case so far as 1
can determine it”

But Miss Reno hinted th ' she
might be open to the appointn :ni of

0)()

Dole charges conspiracy in Whitewater land probe

an independent counsel f the law
creating that positiwon 15 passed by
the House. The all, which was ap
proved Nov 16 by the Sciate, woild
allow Miss Heno 1o petition a three
Judge federal panel 1o select a law
yor o mvestigate the cese, indopen
dent of the Justice Department

Investugators are looking into a
cusations thut Mr McDougal ap
proved fraudulent loans of $250, 000
and diverted moncy o Mr Choton's
1984 gubernatorial campaign m Ar
kansas. The former S&1 owner
helped Mr Clinton repay thousands
of dollars in 1984 campangn debis

Invesugators also are tryng to de
termine if Madison fund: wuere ille
gally diverted to Whitewaier, and af
Mr. Clinton pressured the owner of
a Small Business Adminisiration
lending agency for a $300,(600 loan
for Mr: McDougal's wife, Susan
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Attorney Armada

A few days before the new year, the

. .Clinton Justice Department filed a
lawsuit against the city of Aurora, IIL.,

or what it called the police and fire de-

* partments' “‘pattern and practice™ of

+ discrimination against job applicants
~ with disabilities, such as chronic back
problems. Justice’s civil rights lawyer

" called the suit a “‘venture into & new

- lield of anti-discrimination law."” Wel-

_-come to the next big chapter in the

U.S. litigation explosion, now being

* unfdlded by the Clinton presidency.

" . What's so wrong with mandating
“an end to bias in America? The way it
.will be done: Instead of concentrating
.on-individual cases of demonstrable

.- discrimination, as was the general

federal policy of the 1980s, the Clin-

“ tonites show every intention of using

- broad statistical measures. As with
Aurora, these will substantiate a com-
pany’s “patterns and practices,” or,

. more speculatively, the “adverse im-

‘pact” of its policies on actual or
prospective employees, suppliers or
customers—all with regard to pro-
tected classes of people. And those cat-
egories keep increasing.

. . Once the activist lawyers are

turned loose, as they last were under
Jimmy Carter (with less sweeping
laws to work with), U.S. businesses

_can expect to be dragged into court or
otherwise browbeaten into settlements
that boost the stock of some groups at

.the expense of others. And we are talk-
ing about groups, because that is how
remedies are applied when the more
concrete but difficult standard of bias
against individuals is discarded.

Bill Clinton's comptroller of the cur-
rency, Eugene Ludwig, is a leader in
the new antibias wave. At other agen-
cies, general counsels itching to break
new ground are the vanguard of the le-
gal assault. Moreover, there's a pent-
up impatience in Washington's liberal
community that will be eased only by
the kind of broad-brush litigaiion that
would satisfy those who think the U.S.
is a pathologically biasec society.

The signal-caller for this new game
plan is none other than Webster
Hubbell, the offensive coach at the
Justice Department. The associate at-
torney general from Little Rock's
Rose Law Firm recently told a lun-
cheon of the Washington Council of
Lawyers, a pro bono bastion, that help
would be on the way soon. Most specif-

Inhy s =
agenida for the new assistant attorney
general for civil rights, once a re-
placement for Lani Guinier is [inally
found. And for the new top command
. at the Equal Employment Opportunity
Commission *‘we will bring people in

who intend to be active.”” Sounds like
the recruiters will be visiting the Unu-
versity of Wisconsin Law School.

The C-Span camera was on hand to
record Hillary Clinton's former law
partner also promising aggressive
prosecution of the Disabilities Act;
“the education period is over,” he
said, specifically citing dentists who
avoid AIDS patients. There will be
scrutiny of insurers who skirt high-
risk areas, demolition of “‘glass ceil-
ings" in the workplace and enforce-
ment of “environmental equity"
(meaning they'll discourage job-creat-
ing noxious plants in poor, minority
areas, where land prices might invite
them). Mr. Hubbell pronounced him-
self in favor of “broad-based reme-
dies.” All of which means lawyers on
the left can start putting those new ad-
ditions on their homes.

_The civil rights division at Justice
is a turn-key operation for whomever
the Clintonites choose to run it. Its ca-
reer staff was barely affected by the
Reagan revolution, and it's disposed
to find grounds for sweeping legal ac-
tion. The situation is different at the
Equal Employment Opportunity Com-
mission, where Clarence Thomas led a
genuine reformation toward an indi-
vidual-rights model. It will take many
months of diligent effort to implant the
group victimization mentality back
into that agency.

Indeed, the cases of Mr. Thomas
and former Supreme Court nominee
Robert Bork recall to mind what this
impending Clinton counterrevolution
is all about. Both were savaged by an
alliance of legal-political interests
whose agenda, putting aside the abor-
tion issue, is a stream of class-based
discrimination claims. It's payback
time now, and the Clintons are trying
to fill the seats of lawyerly power in
their executive branch with the people
who fought Messrs. Thomas and Bork.

We suspect many business people
still regard these legal struggles as
rather arcane or parochial stuff. The
years just ahead are likely to teach
them different. Companies and other
institutions may find that their bottom
line has a “‘balance due” that some le-
gal mind has traced to unconscious
discrimination.

Again, there is a big gap here be-
tween idealistic rhetoric and the way
these strategies get plaved out. The

“ < .-+ salimess and diversity
have superficial appeal to most peo-
ple, but they get twisted in the bizarre
course of the actual litigation over sta- |
tistically derived complaints. In the
end, the cause of Justice amounts to
four words: See you in court.



Re o: Co. sel ‘Poss’ble’

Attorney General Softens Stance in Whitewater Case

By Michael Lsikoff

Washegrton Post Stafl Winter

Al

Attorney General Janet Reno said yester-
day that “there might be the possibility” she
would seek court appointment of an indepen-
dent counsel to investigate President Clin-
ton's involvement in the Whitewater Devel-
opment Corp. if Congress approves legisla-
tion reauthorizing the independent counsel
statute.

Responding to a barrage of new calls for
her to use her existing powers to appoint an
independent counsel, Reno told reporters at
her weekly news conference that such a move

“simply doesn't make sense” right now given
that Congress appears on the verge of reen-
acting the independent counsel statute.

The statute would give Reno the authority
to seek appointment of an independent coun-
se| from a three-judge federal panel in cases
in which Reno has received credible allega-
tions of a crime involving high-level federal
officials. She also would have broad discretion
to seek an independent investigation in mat-
ters that pose conflicts of interest for the Jus- -
tice Department.

Reno has said repeatedly she saw no need
for naming an independent counsel because

See WHITEWATER, A4, Col 1 =

Reno: Independent Counsel

WHITEWATER, From Al

such a person would still report to
her and she would have ultimate re-
sponsibility for the case.

“In the current state of the law
with respect to the Whitewater
case, I'm going to be damned if I do
and damned if I don't,” she said
Moreover, with a three-person
team of career prosecutors now
conducting the investigation, Reno
said bringing in an independent
counse] now would only cause “dis-
ruption and delay.”

The pressure for appointment of
an independent counse] continued
to build yesterday in the wake of
new disclosures that a lawyer for
Clinton had discussed the wording
of a subpoena for Whitewater-re-
lated documents with a Justice De-
partment lawyer late last moath,
shortly before a federal grand jury
subpoena was served for the pres-
ident’s material on Dec, 24.

White House aides said they
sought the subpoena to ensure that
the material would not be leaked to
the news media or members of Con-
gress. Federal law forbids the un-
authorized disclosure of material
that is before a grand jury. Al-
though Clinton could still publicly
release the documents, the White
House has said he will not do so.

The Justice Department is con-
ducting an investigation into Mad-
ison Guaranty Savings & Loan, a
failed Arkansas thrift that allegedly
diverted tens of thousands of depos-
ilor monp\r ‘J‘IF imﬂrm' Ll la st 0
saliving  wee wucklu wCUEUCIATIES
were Whitewater, an Ozarks real
estate investment firm formerly
half owned by the Clintons.

Although Reno declined repeatedly

- to commit herself to seeking an in-
dependent counsel, her comments
were the first suggestion that she
would use a pew law—strongly sup-
ported by the Chnton administra-
tion—to launch an mdependent probe
touching on the president.

As related by White House and
Justice Department officials, the

even broader—a move that had the
effect of protecting more material
from public disclosure.

licans to charge that the depart-
ment was being used to serve the
president’s political interests.

It is “very, very disturbing to have
the White House going to the Justice
Department to apparently collude to-
gether to get a subpoena 50 the
American people can't see the doc-

Ga.), the House minority whip, said
on NBC's *Today Show."

Senate Minority Leader Robert J.
Dole (R-Kan.), appearing on the
same program, said Reno has "let
the White House take over the in-
wvestgation, which is a big, big mis-
take on her part.”

Dole, who has opposed reenact-
ment of the independent counsel
law, said the new development
“cries out for the appointment of a
regulatory independent counsel,
which the attorney general . . . now
has the authority to do.”

G. Robert Blakey, a former fed-
eral prosecutor who teaches crim-
inal law at Notre Dame law school,
said yesterday that there was noth-
ing unusual about Kendall asking for
a subpoena for his client's protec-
tion once he knew the Justice De-
partment would be interested in ex-
amining the documents.

But Blakey said the White House's
bandling of the matter made it imper-
ative for Reno to quickly appoint an
independent counsel. By failing to
make a complete disclosure about
Whitewater, “they are contributing to
the continued cynicism of the country
about their government.”

The debate over the appointment

SEN. ROBERT 1. DOLE
.+ . Reno made “big, big mistahe”

of an independent counsel has
largely arisen because the indepen-
dent counse] law, originally enacted
a5 a post-Watergate reform 1
1978, lapsed in late 1992 and Con-
gress failed to reenact it.

Reno's comments about possibly
using a new independent counse] law
to initiate a Whitewater mnvestigation
were particularly significant because,
according to congressional aides, it is
not at all clear that she would be re-
quired to do so under the proposed
provisions in the law.

Those provisions only require the
attorney general to act when there is
“specific™ information from a “cred-
ible” source that one of about 50
high-level government officials has
committed a federal crime.

Sen. Carl Levin (D-Mich.), the
principal author of the bill that
overwhemingly passed the Senate
in November, said this week that
“from the public record that I've
seen” he couldn't see how Renn
would be requirea o ac..

Without an allegation of specific
misconduct from a “credible”
source, aides to Levin said, Reno
would not be compelled to do any-
thing on Whitewater.

But another provision of the act,
they said, would give Reno broad
discretionary authority to seek an
appointment in any case that “may
result in a personal, financial or po-
litical conflict of interest.” It was
this provision that Reno, a Clinton
appointee, appeared to be referring
to in her comments yesterday.
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Janet Renos Shametful Delay

Attorney General Janet Reno seems hellbent
on sacrificing her reputation to the White House's
effort to contain the Whitewater Development flap.
Not only has she continued to refuse, on insultingly
specious grounds. to appoint an independent coun-
sel. It now emerges: that v 20 refusin2. she has
bought time for Justice Department and White
House lawvers 1o cook up a deal to keep the
Whitewalter records under wraps. Moreover, those
records are being handled so sloppily that when an
independent counsel is finally — and inevitably —
appointed, that official will have to spend vast
energy to be sure no evidence has been destroyed.

15 no one at the White House reading the history
of recent Presidential scandals? These clumsy ef-
forts at suppression are feckless and self-defeating.
This White House's attemplts 10 maintain political
control of the investigation into President and Mrs.
Clinton's real estate dealings in Arkansas are swift-
ly draining away public trust in their integrity.

Ms. Reno insists she does not wear the White
House collar, but her news conference vesterday
undermined that claim. She holds out the possibility
that she will seek a court-appointed independent
prosecutor as soon as the House passes legislation
authorizing such positions, But Ms. Reno does not
have to wail. She alreadv has the authority to
appoint a special prosecutor irom outside her de-
partment, and Congressional Republicans are right
to insist that she do so. When the Independent

Mr. Cuomo’s Sobering Summons

Plenty of people have said that Gov. Mario
Cuomo sounded like a Republican in his speech to
the New York State Lepislature on Wednesday.
Many have also observed that the three main 1ssues
he addressed — the economy, welfare and crime —
are uppermost in the minds of New York voters and
thus an excellent formula for victory should he
decide to run for a fourth term.

Yet far too little has been made of a more
compelling point: As legislative programs go, the
Governor's 15 eminently achievable. In that sense
his address is a pointed challenge to the Legisla-
ture, especially the Republicans who have so often
thwarted him — and to Mr. Cuomo, who has a habit
of thwarting himself.

The Governor's speech contained few of his
customary oratorical flourishes, and not much in
the way of passion or his usual promises to the poor
His most important theme was that New York
needed 1o creale an “‘aggressively hospitable” cli-
mate for business. To that end he called for cutung
*ne corporate 12y soreparee. phasig out the hote!
laX, RIVINE laX Dreaks o aevelopers and elminating
a bunch of ‘obnoxious’ fees.

Whether he can do all that in the face of a §1.5
billion budget deficit is doubtful; even so, Governor
Cuomo 18 clearly aware that New York has lost
500,000 jobs in the last four vears of his reign and
that, recession aside, an inhospitable tax environ-
ment may have beom po—tes o~ -

v

Counsel Act is revived — as 1t ought to be — then
this special prosecutor can give wav 10 a court.
appointed prosecutor operaung with even more
independence.

The Justice Department's own namby-pamby
mmaguiry has given the Wmite House plenty of time to
cover Mr. Clinton's tracks. Ms. Reno's depariment
has called for documents including papers that the
White House Counsel, Bernard Nussbaum, removed
from the office of his deputy, Vincent Foster, after
Mr. Foster's suicide last summer. Around Christ-
mas, the White House said Mr. Clinton would turn
over the documents voluntarily. But as late as
Tuesdav the White House said thev were still being
“‘catalogued."

Now it develops that the first boxes are just
wending their way to Justice — protected by a
Government subpoena. The subpoena, previously
undisclosed, serves mainly 1o maintain their se-
crecy and give Mr. Clinton more than three weeks
to “‘catalogue’ and deliver the papers.

Yet the Attorney General finds nothing amiss.
Her career bloodhounds are on the case. Yes, she
has the legal power (o appoint an outside counsel,
but, she said yesterday, ‘‘that dees not make that
person independent. | mean, if | appoint somebody,
I'm going to get blamed for what that person does
or doesn't do.”

How could matiers be more moruiying for
Justice than they are now?

On welfare, Mr. Cuomo also emphasized jobs.
He proposed that the state find work for welfare
apphicants before allowing them on the rolls. He
would also cut benefits to families whose children
are nol attending schools and fingerprint welfare
recipients as protection against fraud. He sounded a
similarly tough note on crime, urging an overdue
ban on assault weapons and harsher penalties for
repeat offenders in violent crimes.

All three 1ssues have long been part of the
Republican domain. Politically, the G.O.P. cannot
be pleased that Mr. Cuomo may have shrewdly
positioned himself to outflank whoever runs against
him; legislatively, however, it staggers the imags-
nation to think that the Republicans who control the
State Senate can, in good conscience, resist him.
Indeed, his strongest opposition is likely to come
from his fellow Democrats, who do not like the idea
of fingerprinting weliare recipients, for example,
and who can be expecied to argue that cutting taxes
will hurt programs for the poor.

Presumablv as 2 call 0 arms, Mr. Cuomo
guolec snakespeare = ' Lonolanus’ @ "Acuion s el
quence.” In the play, however, the hine 1s a plea to
Coriolanus from his mother to get off his high horse
and go on bended knee to ask the Roman people for
support. The quote actually works both ways: as a
summons Lo action in the State Legislature, and as a
reminder to himself that he must work harder than

= ®ar en rhe nacy (0 et his program through
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Insisting on

—

By DAVID E. ROSENBAUM \ th

Special 1o The New York Times
|

ivacy, Clinton Seems to Acc.

WASHINGTON, Jan. 6 — President
Clinton has apparently decided that he
would rather bear the political conse-

something about an Arkansas real es-,
1ate venture than allow all of the facts
to become nublic

The President’s advis
ers said as much on
Wednesday. Their version
of events is that .they
asked the Justice Depart-.

ment to subpoena documents relating|
to Mr. Clinton's investment in the,
Whitewater Development Corporation
so it would be less likely that the ma-*
terial would be disclosed publicly.
' The White House explains this in
terms of protecting the President’s pri-
vacy. But like most politicians, Mr.|
Clinton regularly reveals intensely per-
sonal matters when it is in his political
interest to do so.

In his 1992 Presidential campaign,
for example, Mr. Clinton repeatedly
told the of how as a teen-ager he
had de in a face-to-face en-
counter, that his step-father stop beat-
ing his mother.

He and his wife, Hillary, have also
given extensive interviews on how they
met and detatls of their courtship.

So the determination to keep the
Whitewater documents secrel BIVes
Mr. Clinton's critics free rein to specu-
late that they must include damaging

A failed business
deal raises
uncomfortable
questions.

News

Analysis

information. If Mr. Clinton has nothing
to hide, the critics ask, why did he not
make a clean breast of the situation
from the beginning rather than let the
news trickle out and continue to resist
a full disclosure?

In an interview this momming on
NBC’'s “Today" show, Representative
i Newt Gingrich of Georgia, the Republi-
can whip, said, “To have the White |
House going to the Justice Deparument .

to apparently collude together (o get a |
subpoena so the American people can’t ||
see the documents — there’s some- |
thing a little bit sick about that kind of ||
approach.” :

Among the guestions raised by the
strategy of secrecy are these:
9What do the documents show about

Federal investigators? And why do| Last July, Mr. Foster committed sui-
: White House officials continue toleide For months. the White House
quences of being accused of hiding, roq . 1, cooperate fully with thosc.cGogzed aucstions about whether he had

inmvestugating the suicide?

TWr © pappencd 1o Whitewater s
Fess wsIness records !

4\ nat do the records show about tne
Chintons' tax hability?

Information made public so far
shows that Whitewater Development
was created in 1978 by Mr. McDougal,
his wife, Susan, and Mr. and Mrs. Chin-
ton. At the time, Mr. Clinton was Altor-
ney General of Arkansas, and Mrs.
Clinton was in a private law practice in

3 Little Rock.

Clintons Tell of Loss

The goal was to. buy lots in the
Ozarks and sell them for second
homes. The Clintons and McDougals
had equal shares in the veniure and
were supposed Lo share profits equally,
although the McDougals contributed
significantly more money.

Like so many other real estate ven-
tures in the 1980's grounded on bor-
rowed money, Whitewater went broke.
The Chintons maintain that they lost
$69,000.

Shortly after he went into business
with the Clintons, Mr. McDougal
bought the Madison Guaranty Saving:
and Loan Association, which was regu-
lated by the Arkansas state govern-
ment but protected by Federal deposit
insurance. From 1982 until 1985, Mad-
son's assets mushroomed from $3 mil-
lion to $120 million. Then Madison went
under, and it cost the Federal Govern-
ment $60 million to reimburse the de-
positors.

Investigations have uncovered evi-
dence that Madison's money was used
to help repay a 350,000 personal debt
Mr. Clinton incurred in his 1984 cam-
paign for Governor. Mr. Chnton has
denied he knew where the money came
from. He has also denied suggestions
that in return for this and other favors,
he used his political influence to help
keep Madison alive for years. The long-
er Madison stayed afloat, the more its
bailout ended up costing the Federal
Government.

Meanume, Whitewater Development
continued to struggle. The corporauon
actually existed into the early 1990's,
collecting mortgage payments from lot
owners and paying down the principal
and interest on a small number of
remaining loans.

Admission on Papers
. Mr. McDougal has suffered a mental
| breakdown and declared personal

I bankruptcy. He was tried and acquil-
i ted of bank {raud in 1990, In December

the financial relanonshin hetween M+ | yar - vne \ne presideniial eioction 7

Chinton and his pariner n the White-
water investment, James McDougal®
9Why did the President's lawyer and
adwviser,-Vincent W. Foster Jr., keep a
file about Whitewater in his White
.House office? Why was the file re-
moved from his office after Mr. Fos-
ter's suicide in July and not shown to .

» pought cut the Chintons' interest in
! Whitewater.
| Mr. Foster, the deputy White House |
| counse), was left 1o handle hngering |
legal issues involving Whitewater. For |
instance, the company, which showed |
no profit, owed no income lax. But the |
required tax returns for the years 1990 |
ey needed w M8 completed and|
signed f

ipassessed documents involving White-
iwatr:  Fmally, on Dec. 20, officials
(acknowledged in response 10 news.ac-
(counts that tne White House counsel
Bernard W. Nussbaum, had removed a
file on the mauer from Mr. Fostet's
office immediately after his death-and
before Federal investigators had"a
chance to examine it. ,a
Three days later, on Dec. 23, the
White House announced that Mr. Clin-
ton had directed that the file be turned
| over to the Justice Department. M:gl:k
| Gearan, the White House communiga-
uions director, said that day that the
President was nol aware of any
poena. But now the White House says
that Dec. 23 was the day David Kendall,
the Clinton's personal lawyer, dis-
cussed the subpoena with the Juslice
Department. »
Al about the same time, law-enforce-
ment officials investigating Mr. Fgs-
ter's death told a reporter that their

The Clintons =
contend they are:
protecting their .,

privacy.

Prrens

inquiry was being hampered by a lack
of cooperation from the White Hoose.
Mr. Clinton's aides say they have been
fully cooperauve. '
Whether Mr. Foster's files contained
Whitewater's business records is un-
clear. P
Mr. McDougal says that at the Clin-
tons' request, he sent all the business
records to the Governor's mansion m
Little Rock several years ago. The
Chintons said last vear that they had no
| such records and that Mr. McDougal,
| as Whiewater's president, was respon-
| sible for keeping the records.
| Mr. Mcbougal has told associates
| that last June s lawyer received cop-
(1es of Whitewater's tax returns from
| Mr. Foster for 1990 through 1892, butthe
| said he never received Dbusiness
i records he requested from Mr. Foster.
| Documents justifying the Chntans’
| statement that they lost $69,000 on the
| venture have never been made public.
Because of the way Whitewater was
i structured, such a loss would not be
WWENIELY L IR Dersonal lax retum:

Bui tne mvestment has caused -the

| Zhintons some tax problems. They now

acknowledge that in 1984 and 1985, they
improperly took personal tax deduc-
nons lor interest payments of $2,811
and $2.312. when the payments were
actually made by the company. The
Clintons have never paid the back tax-
:5. and under Lhe law, since the dis-
*repancy occurred more than three
vears ago thev are not liable for them
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Reno to Ask for Special Counsel

In Clinton Land Deal, Aides Say

|
Independent Prosecutor Law Must Be Renewed|

pl

By NEIL A. LEWIS e

Specusl io The New York Times |

WASHINGTON, Jan. & — Attorneyv
weneral Janel Reno nas decidea 10 asy
a court Lo appoint an independent pros-
ecutor to investgate President and
Mrs. Chinton's Arkansas land invest-
ments as soon as Congress enacts a
law renewing her ability to do so, sen-
ior Justice Department officials said
today.

Ms. Reno herself today came close to
saving she would use the law to ask a

panel of judges 10 appoint an independ- ; pared until after he ,made the deci-
ent counsel to mnvestigate allegations | sion," George Stephanopoulos, & senior
surrounding the Clintons' investment |

in the Whitewater Development Com-

Continued From Page Al ‘\/

preparation of the subpoena before
Dec. 23, when Mr. Clinton ordered the
documents to be handed over. )
*“The President didn't know; his law-
yer didn't know; the White House did-
n't know that there was anything pre-

adviser to Mr. Clinton, said today.
Mr. Stephanopoulos said he did not

pany of Arkansas before Mr. Clinton | know when Mr. Clinton had learned

became President.

In a prepared statement, Ms. Reno !

<poke hoth abourt the Whitewater inve -
tiganon and Lne need 1o rencw Lne la

that would allow her to petition a cour
to name an independent investigator.
Senior Justice Department officials
said she and her top aides had already

concluded that seeking an independent ’
prosecutor would be unavoidable if the !

law was passed.
Decision Hangs on Wording

But Ms. Reno and her aides said she
could not make a flat public promise Lo
do so because the bill was still making
its way through Congress and she did
not know how the final law would read.

The decision (o seek a court-appoint-
ed investigator insures that the White-

water issue will move 1o a new level of
scrutiny, thus adding impetus to calls
in Congress to move quickly to renew
the Watergate-era independent prose-
| cutor law, which expired in 1992.
i The old
| judges to appoint independent prosecu-
| tors to investigate assertions of Gov-
| ernment wrongdoing free of Justice!
| Department oversight. !

Knowledge of Subpoena at Issue

Ms. Reno spoke amid indications
: that the White House may have 1ssued:
misleading stalements about the cir-
cumstances under which it decided 1o
turn over to the Justice Deparimen:.
files that had been removed from the
office of Vincent W, Foster Jr,, a Wht
House lawver, after he killed himsell
on July 20.
White House snokesmen said on L: -
23 that Mr. Chinton naa decided on ni:
own o voluntarily turn over the docu-'
ments to law enforcement officials. But :
some Administration officials said to-
day that he did so only after learning,
that the Justice Department had in-

. take final action on a different version

|
law permitted Federaltz
|

. are now supporting the bill.

| that the subpoena was being prepared,

and said he was not sure that the
President ever did know.

A gono r White House official wr..
deciinea to be identified said that Mr.
Clinton decided on the moming of Dec.
23 to give the Whitewater files to the
Justice Department. and had Deputy
White House counsel Joel Klein convey,
that message to Mr. Kendall. Mr. Ken-
dall and Mr. Klein then decided it was,
best to ask the Justice Department tof

the documents under a subpoe-

na in order to protect their confidenti-| P

ality.

ww'hen Mr. Kendall called the Justice
Department with his offer, the White
House official said, he learned the De-

pa
poena for the papers.

The Senate already has passed a bill
that would renew the independent
counsel law, and the House is set to

in the next few weeks. President Clin-
ton has repeatedly said he would sign

such a bill into law. Republicans had|'

opposed renewal the old law because of
the special prosecutor Lawrence K.
Walsh's investigation of members of
two Republican Administrations in the
Iran-contra scandal. But with a Demo-
crat in the White House, Republicans

Ms. Reno also said she was unwilling
to use a Justice Department regulation
which would leave the selection of a
special prosecutor to her because it
would be wasteful for her to name
someone if she would soon be asking a
panel of judges to do so.

She said that if the law is renewed as
expected,”‘and depending on the lan-
guage of the statute and the evidence al
the ume, there might be the possibility
for me Lo petition the court for the
appointment of an independent counsel
and the court might appoint even a

third lawyer."
She had earlier said that even if she

Lion, that person would not be seen as
independent and she would ulumately
be held responsible. For that reason,
she would leave the investigation in the
hands of career prosecutors in the Jus-
tice Department for the time being.

Savings and Loan Seized

Mr. and Mrs. Clinton were partners
in Whitewater with with James B
McDougal and his wife, Susan who
were longtime political supporters. Mr.
McDougal also owned Madison Guar-
anty, an Arkansas savings and loan
association which was seized by Fed-
eral regulators in 1889 at a cost of more
than $60 million in public money.

Investigators are exploring the pos-
sit;. that while Mr. Chinton was go
ernor ci Arkansas, he saw to it thal
Madison's weak financial condition
was not examined too closely in ex-
change for personal loans from the
bank which also might have been used
to keen Whitewater afloat.

Representative Jim Leach, an lowa
Republican who has been pressing Ms.
Reno to quickly name an independent
rosecutor under Department regula-
tions, said today that waiting until the
special counsel law is renewed would
only help the President politically.

Mr. Leach, who is the ranking Re-
publican on the House Banking Com-
mittee, said that Ms. Reno is correct
that a prosecutor appointed by judges
would be preferable to one named by
her. But he said there is a strong need
to act quickly because the statute of
limitations will soon run out for some
civil violations of the law governing U‘Iel
bailout of the savings and loan indus-
iry. |4
l-:'FUrmer the 1989 law, he said, the Gov-
ernment cannot bring civil complaints
for acts of willful misconduct more
than five years after a savings and loan,
has been seized by the government.

Madison was placed under conserva-
torship in March, 1989 and thus, he
said, the statute of limitatnons would
run out on such offenses in March of
this year.

A law renewing Ms. Reno's ability 1o
petition a court for a special counsel
would not be enacted until the end of
February at the earhest, he said and,
It would be very difficull for someone
Lo be named by the court to raise these |
concerns by the first week of March ™ |

Criminal acts have a 10-vear statur
of hmitations

‘“‘Her approach 1s very defensive of |
the President,” Mr. Leach said |

chose someone of impeccable reputa-

formed his lawver it was preparing e
subpoena the papers as part of a erimy-
nal INVesURAUION il w (8licw va cme
savings and loan that was owned by the
Clhintons pariner in Whitewate:

The officials said that the Presy
dent’s personal lawver, David Kendall
spoke with Jusuice Depariment law:
vers that day about an impending sub.
poen.:

Yet White House officials insistec

today that neither President Chnton '

Mr. Kendall or anvone else at the Whitt
House knew of the Jusuce Licparimen

Continued on FPage AlS. Column |
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Woman Linked to Clintons in Land Venture Faces California Charges

By Huwn.rd Schneider

Wasduogton Post Seall Weser

V

A former partner of President Clinton in
an Arkansas real estate venture has been
charged in California with embezzling near-
ly $200,000 from conductor Zubin Mehta
and his wife, Nancy.

Susan McDougal pleaded not guilty last
week in a Los Angeles court to forgery and
grand theft charges stemming from her em-
ployment as the Mehtas” personal book-
keeper from 1989 until July 1992, McDou-
gal was a part-owner of the Whitewater
Development Corp. along with her ex-
lishand, James, and the Clintons.

A complaint filed by the Los Angeles dis-
trict attorney and a separate civil action
brought by the Mehtas allege that McDou-
pal forged nearly 300 checks on the Meh-
148" account to pay personal restaurant, ho-
tel and other expenses. Following a brief
arraignment, she was released on $35,000
bond and allowed to return to her current
home in Tennessee.

The charges are the latest twist in what
has been a roller coaster ride for McDougal.
During the early 1980s she was well-known

in Arkansas as James McDougal's savvy part-
ner in the operation of his Madison Guaranty
Savings & Loan, where she was a stockhold-
er, board member and head of the thnft's
once-extensive marketing operation.

This fall, however, a national warrant
was issued for her arrest as authorities in
Los Angeles sought her on the forgery
charges. She eventually was located in Tean-
nessee and appeared voluntarily in Califor-
nia for a Dec. 29 arraignment.

She also emerged in recent weeks as an
important figure in the onge-.g federal in-
vestigation of Madison—a probe that is
looking in part at the flow of thrift funds to

itewater, other businesses and Arkansas

iticians, u'u:ludmn then-Gov. Clinton in
connection with his 1984 reelection cam-
paign. Sources close to the investigation
said Susan McDougal had authority to write
checks on Whitewater’s account, and that
she therefore may hold key information
about where the company’'s money came
from and where it went. The Clintons have
said they were only passive investors in
Whitewater and lost nearly #70,000. They
sold their interest in the company back to
James McDougal late last year.

Susan McDougal's marketing company
also took out a $300,000 small business
loan in early 1986 that is being examined by
federal investigators. The loan was made by

During the early 1980s,
Susan McDougal was
well-known in Arkansas
as her husband’s savvy

r in Madison
Guaranty Savings &
Loan.
Little Rock Municipal Judge David Hale,
who owned a small fmance mmpmw backed
by the federal Small Business Administra-
n’u:nu“fo support disadvantaged entrepre-

When he was charged with defrauding
the SBA last summer in connection with an

unrelated transaction, Hale alleged that
James McDougal and then-Gov. Clinton
pressured him to make the loan to Susan
McDougal. He said they told him the money
was needed to take care of problem loans at
Mahmllnt federal regulators had begun

Susan repaid

!he loan. The McDougals later said that

some of the money was used to buy land for
Whitewater.

The White House has denied that Clinton

ever discussed the loan with Hale. After

written by Nancy Mehta herself, or with
her permission.
“I think she would like to put all this be-

hind her,” Levine sai”’ while acknowledging
that with federal in ators still delving
into Madison's affairs I guess that is not
going to happen.”

Although m interviews Susan McDougal
claimed she had little direct knowledge of
Madison's affairs, federal regulators con-
cluded differently. From 1983 to 1986, Su-
san McDougal's marketing company col-
lected $1.5 million in fees o prepare print
and broadcast advertisements, some of
which featured McD.ugal hersell promot-
in real estate developments.

‘l‘hen Madison failed, Susan McDougal
moved to Caldornia, divorced her hushand
and was eventually hired by the Mehtas,
said their lawyer, G. Grant Gifford.

Gifford said she served as a “jack of all
trades” for the family, shopping for gro-
ceries and ing several rental proper-

1

|

4 il managing
ties while the conductor and his wife were |

away from Los Angeles.
She was not, however, authorized to sign

Nancy Mehta's name on checks, Gifford {

said. So when checks bearing Mehta's name
turned up at the couple’s bank while they
were in Italy, Gifford said they became con-
cerned,
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Clinton Allegations Cause GOP Memory Loss \/

Wor oiegh? Foy Fenge® oot focdionsee 1 oner -
faewr ‘s attlornneyy agemerad = comfidience thal she
fdned Renod oo comdiet criminal invesie-
et ioms wcelle inedepesidence aned wcethont e
mibvusion of polifies, ™

Sen. Hober! Dale on the Senate floor,
Nowv, I8, 1993

“Shes [Ms, Rewo’s| wasted o lot of frne
vy her feet, oomed 0°s fowe she moncd
el anpypeiatdiad s amidepenedent connsel "

Sen. Dole on “Meel the Press,” Jan.
2.1y .

The year isn't even aweek Old and RBob
Dale adready 1s a candidate fo the politi
cal hypoerisy award of 1994, What tran-
spived in 45 davs was thid President Clin
tom and Ms. Clinton's relationship with a

Politics & People
Be Albert Ro Tham

(!

Fatlesd savings amd login i the 1980 began
fovaboairsite tie heaillines; Bob Dole, whio
Blow ked extending the mdependent conn
sel begisbatim e 199 when o Republiean
s i e Whintes Hlonrses sonetlesd Wloewd

Thie politieal contest is Washington e
tieming Tronn the holubavs peadyvimg o
rorgh vear while o couple polential scan
tlials cirele the Fiest Gondly . Some early con
elisions from all this are:

o The CToanbont s seonmedad 15 alieng e well
lesewved adpvathe bt $hie foaeevee gl oo lleegetiones
ity fene ey

The public, to the surprise of eynies.
has much less interest than the press in
stories abont BILCHnton's alleged infideli-
ties as governor of Arkansas. The story
was seamy, i not specions, [rom The start
s st everyone knows by
now, vl sevierill former  Arkansas
state troopers, represented by a Clinton
Bntornge Repibliean politieo, Wellimg how e
Tormer Arkansas governor used them o

lacilitate sexual assignations.

Titillation aside, it seems obvious that
a) the stories added little to the knowledge
voters possessed during the 1992 election
that Bill Clinton had a philandering past:
h) the allegations, at the core true, were
probably embellished o make a more mar-
ketable story: and c) the most serious
charge-- that the president may have tried
1o silence acensers with job offers - was
Mlimsy al best,

By contrast, the S&L Map won'l fade as
easily. The central issue is: Did the now-
difunet  Madison Guaranly Savings &
Laam illegadly funnel political and personal
funds to the Clintons in the 195057 The
head of Madison, James McDougal, and
the Clinlons were partners in a separale
landl development company, Whitewater
Development Co., which also may have iI-
licitly gotten money from a small business
ivestment company run by David Hale,
whom Gov. Clinton appointed a stale
jdlge The plot thickened following the
tragic suicide last July of Vince Fosler, a
Winite Hounge counsel and the Clintons” [or-
mer lawver: within hours, presidential
ades hastily spirited Whitewater files mnt
of Mr, Foster's office.

The limtons - the first lady once re
reived 4 S2.000-5-month retainer as Madi-
som's altorney ~deny any improprieties
and say they actunlly lost almost $69,000
[riom the Whitewiiler investment. Yel a re-
port asserting this hy a Clinton friend last
yeir is flawed and there are key records
missing. Meanwhile, Mr. Hale, under in-
dictment himsell, privately is trying to eut
a deal claiming that he has some incrimi-
nating documents,

® TTves os eractliy the sovt of case for iehich
thies imelvpisident couisel nvisure was m-
fratebidd.

When interviewed, with promise of con-
fidentiality, Cuo top lawyers. both with
vriminal and Tinancial expertise though
not involved in this case, separilely arrive

at the same deduction: The Clintons may
have engaged In ethical transgressions,
but the possibllity of any criminal viola-
tlon is far-fetched. The Clintons should
have avolded any deals with Mr. McDou-
gal. a well-known hustler in Arkansas po-
litical circles. but the first lamily has no
history of seeking big bucks or culting
shady deals.

Hul this is why a truly independent coun-
sel, to Investigate serious allegations by
very lop execulive-branch, and sometimes
congressional, ligures, Is necessary: lo es-
1ablish innocence as well as guilt, " The ap-

€CTT he appearance of
Justice havi )
been done is equally as
important as justice
having been done.”

- Sen. William Cohen, on the need for
independent counsel legislation.

pearanee of justice having been done |8
ecqually as important as justhee having
been done, " savs Sen William Cohen (R,
Mainet, o clampion of independent coun:
sel lewn on . Cinservalive enilies forgel
it was their hero, Ed Meese, who negquested
an independent conunsel back in 1981 and
was cleaped of any criminal conduct,
Legiskition extending the law is essen-
tial. A measure has passed the Senate, and
the House expeets it to do likewise by early
February. An undeniable problem is that
the statute of limitations on some of the
Madison allegations expires in March, but
even the current investigation - being con-
ducted by a highly respected career offi-
rial - is unlikelv to wrap up in lwo months.
Whit Sen. Dole proposes is for Allurney
Gieneral Reno, on her own, to appaint a so-
ralled “independent” counsel. Thal per-
son. of conrse, would report to her and As:

sociate  Attorney  General  Webster

Hubbell, whose [atherin-law gol a huge
loan forgiveness from Mad .on, That's like
setting up a blind trust that you can peck
at. Il a Justice Department-designated
counsel issiies a report exonerating the
Clintons. one already can hear the Kansas
Republican questioning the “indepen-
dence’” of the conclusion. i

o With Dvwocrats running the crecutive
branch for the first fime in a dozen years, Re-
prblican vicwes on execuliva privtleges and
prrquisifes e ma metamerpaie free full,

Remember those days when Republi:
cans passionalely protested against any
encroachment on executive anthority?
That started to end ahout 351 days ago
when Rill Clinton was sworn in. .

A mainstay in the old argumenl was
opposition 1o counsels truly Independert
of the execntive hranch. Now conserva:
tives are calling for independent connsets
Lo investigate allegations not only agiinst
the Clintons but separately against Com-
meree Secretary Ron Brown, Similarly,
on foreign policy, remember those impis:
sioned  conservatives  who  prolestidd
against any efforts (o tie the president’s
hands on NMicaragua or El Salvador or
Beirut during the 198057 Suddenly, for Bob
Dole and others, the principles changed
this year when it came to Somalia and.a
Demoeratic president,

“These Republicans don’t even come
up with an argument for changing (heir
position,” notes Rep. Barney Frank (1.,
Mass.). “They just [ligure the pubin
doesn’t have any memory.” .

In a variation on this separation-of-
powers issue, here’s one more prediction:
If the GOP picks up 20 or 25 House seats
this year and a hall-dozen Senate seals—
putting ""i:" within striking distance of
congressiohal control - watch all the cop
servalive clivmor for term limits follow the
same [ate as worries abont encroaching on
executive authority with measures like in-
dependent connsels

|
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Clinton Lawyer Secured U.S. Subpoena
To Prevent Release of Whitewater Files

Bv MicHAEL K. FRISBY
Liaff Roparter of THE WaLl STREET JOURNAL

WASHINGTON - President Clinton's
personal lawyver had the Justice Depart:
ment subpoena documents regarding the
Whitewater Development Co., a move that
probably prevents their release under the
Freedom of Information Act.

White House adviser Bruce Lindsey
said in a statement last night that the
subpoena was sought “'to assure the integ-
rity of the documents and the privacy of
the process as provided for by federal
law."

The announcement was made the same
day that David Marston, @ Republican
lawver and former U.S. attorney in Phila-
delphia, filed a Freedom of Information
Acl request. seeking copies of the docu-
ments that the president had said he was
turming over voluntarily to the Justice
Department.

Mr. Marston was seeking the docu-
ments found in the office of White House
Deputy Counsel Vincent Foster, after he
committed swecide last July. In addition,
Mr. Marston’'s FOLA request sought other
documents regarding Whitewater and
Madison Guaranty Savings & Loan Associ-
ation, which is under investigation by
{ederal authorities.

H In his FOLA request, Mr. Marston ar-

gued that because the documents were (o

L ———

RSDAY, JANUARY s, 1994

be turned over voluntarily, the Justice
Department couldn't “'lawfully assert any
exception to FOIA.”

However, Mr. Lindsey's statement ap-
pears 1o rule out the possibility that the
documents can be m blic. Mr. Lind-
sey said that on Dec. 23, the day the
president agreed to voluntarily turn over
the documents, David Kendall, the presi-
dent's attorney, requested the protection
of a subpoena. The subpoena was issued

Stocks Gain
14.92 Points

'Toa Record

Bonds Slump on Rise
In Factory Orders;

The Dollar Advances

the next day, administration officials said. |

The White House hadn't disclosed the
existence of a subpoena until yesterday.

Mr. Lindsey said that the documents
will be turned over to the Justice Depart-
ment beginning today, and that the sub-
poena orders that they all be preduced by
Jan. 15. The White House has said that the
delay in delivering the documents oC-
rurred because Mr. Kendaii was categonz-
ing the documents. )

Mr. Marston, a partner in the law firm
Buchanan Ingersoll, assailed the Clintons
and their personal attorney for “‘political
misuse’ of the Justice Department. ““The
Justice Department can't be & repository
for whatever inconvenient records some
public official would like to put there so as
to have an excuse for avoiding public
scrutiny,”” he said in an interview.

The Clintons have been trying to quell
the growing controversy over their Whi-
tewater partnership with James McDougal
and his former wife, Susan, since the July
20 suicide of Mr. Foster. Acting as the
Clintons’ personal attormey, Mr. Foster
had handled the 1992 sale of their stake in
the Arkansas vacation-home development
to Mr. McDougal and had overseen the
preparation of delinquent Whitewater tax
returns. = _

Mr. McDougal, a longtime campaign
fund-raiser and friend of Mr. Clinton's,
owned Madison until federal
regulators took it over in 1989. A team of
career Justice Department prosecutors is
\nvestigating, among other things.
whether Madison Guaranty deposits were
improperly funneled to Whitewater or Mr.
Clinton's 1984 re-election campaign for
governor of Arkansas.

Mr. McDougal denies any wrongdoing.
“There's nothing to Whitewater,” said
Samuel Heuer, Mr. McDougal's attorney
in Little Rock. Ark. “Jim is being cast-
gated like 8 witch in the Salem [witch-
trial] era."”

WEDNESDAY'S /.
MARKETS

By STEVEN E. LEVINGSTON
Staff Reporter of THE WaALL STREET JOURNAL

The Dow Jones Industrial Average
overcame a plunge in bond prices to surge
Lo a record. The dollar rose.

The industrial average jumped 14.92
points to 3798.82, edging past the previous
record of 3794.33 set Dec. 29. Standard &
Poor's 500-Stock Index gained 0.66 1o
467.55, and the Nasdag Composite Index
rose 3.77 to T76.05.

Investors piled into economically sensi-
tive stocks bettng on still further strength
in the economy. In the latest sign of the
economy's vigor, the Commerce Depart
ment reported that new factory orders rose
1.4% in November 1o a record seasonally
adjusted level.

The Dow Jones T tion
Average, often viewed as an indicator of
future economic growth, soared 24.24
points to a record 1778.83. “That's a clear
confirmation that the trend in the indus-
trials is up and that we should get closer to
4000 on the Dow before this move is over,"
said Peter Canelo, chief investment strate-
gist at NatWest Secunties.

The stock market's surge in the face of
slumping bond prices also showed inves:
tors’ optimism about the economy, Mr.
Canelo said. ““We're in a period of such
positive expectations for the economy
and for earnings that stocks and bonds can
move in opposite directions,”" he said.

Bond prices tumbled in what is shaping
up as a volatile week of bond-market
trading, After plunging more than & point,
or over $10 for each $1.000 face amount, on
Monday, the Treasury's benchmark 30-
year issue soared nearly a point Tuesday
only to sink % point yesterday, pushing the
yield up to 6.40%.

*“This kind of trading suggests a pretty
strong divide between the bond-market
bulls and bears,” said Edward Yardeni,
chief economist at C.J. Lawrence.

While both bulls and bears
the economy i picking up strength, they
differ on whether the acceleration will
breed inflation. “Eventually, the debate
will be resolved in favor of the bulls as the
economy continues to grow but inflation
stays low thanks to productivity-led
growth," Mr. Yardeni argued.

He expects the bond market to remain
volatile through the quarter as the yield on
the Treasury's 30-year 1ssue settles into a
trading range of 6.2% to 6.5%.

World-wide, stock prices rose in dollar
terms. The Dow Jones World Stock Index
gained 0.26 to 111.74.

In major market action:

Stock prices climbed. Volume totaled
375.1 million s, "=2s off the New York Stock
Exchange, where 1,196 issues rose and 939
fell,

Bond prices siumped. The Treasurv's
10-year 1ssue lost more than 5/16 point, or
over §3.125 for each $1,000 face amount. to
yield 5.87%.

The dollar gained. In late New York
trading, the currency was quoted at 1.73%5
marks and 112.30 yen. compared with

1.7355 marks and 112.70 yen Tuesday. . ,Q

-



On Arkansas Sex, |

Not Inhaling,
And Whitewater

By RoperT L. BARTLEY

When the Genmifer Flowers tapes hit |

the headlines duning the 1942 campaign.
our Albert Hunt wrote a column defending
candidate Bill Clinton against her “*sordid.
sleazy story.” and also laving out condi-
tions that might make a candidate’s sex
life perunent. For exampie. “One. if the
candidate lies.”

While most of us would instinctively
agree, the exception 1s intéresung. We
don't care whether he did it. but we do care
if he did and denies it. Why, precisely”

Well. we teach little children not to lie
because it's wrong morally, but also be-
cause it often has serious practical conse-
quences. 1f you tell one lie. vou typically
have to cover up by telling more. After a
while vou reach the completely implausi-
ble. and people stop believing you. And
thev don't believe »7u in the nest pinch,
wven 1f then vour story 1s Irue,

At the presidential level. we call this
credibility, A leader who 1sn t believed is
not likely to be effective; a president needs
bonds of trust with the people. The shred-
ding of these bonds. not some two-bit bur-
glary, 1s why President Nixon had to leave
office. Election as president gives you a
birthright of credibility, but you can only
go to the well so many times. And here is
the real danger to President Clinton in the
new sex allegations raised by state troop-
srs in Arkansas. They erode credibility
just when he needs all he can muster 0
deal with the financial questions we call

the Whitewater 1ssue.
- * -

Sexual issues are alwavs problematl
cal. of course. It fs unseemiy 1o gOSSip
about the most private aspects of someone
else’s life, and there's no consensus on
standards to apply to political leaders.
While some would punish any infidelity,
others scoff that rulers have alwavs had
concubines and even harems. Still others,
starting here, would say that Dwight
Eisenhower sleeping with s driver in the
midst of World War I1 is one thing, while
the wanton promisciity the troopers allege
I Arkansas 1s quite another.

These allegations were first detailed by
David Brock in the American Spectator,
and there was an initial attempt to impugn
hus scoop with the label “conservative,” as
if that were a dread disease. But the Los
Angeles Times quickly confirmed the
essence of the Brock report by publishing
its own extensive investigation. The net is
that two troopers told the same stories on
the record to two publications, and were
supported by two other troopers talking on
a not-for-attribution basis. Among othe
things. they support Miss Flowers's origi-
nal account. There are also her tapes, plus
the L.A. Times study of official phone
records supporting at least one part of the
troopers’ story

Voters will have to make up their own
minds on both truth and relevance. But
with due respect for the problem of prov-
ing a negative. the presidential response
has scarcely built confidence.

The White House branded the troopers’
charges as “outrageous.”’ But when a re-
porter asked. *'So none of this ever hap-
pened?” the president suffered a fit of
stammering. Mr. Brock makes the point
that the original Gennifer Flowers denials
also had a shippery quality. In confessing
marijuana experiments. candidate Clinton
protested that he didn't inhale. Are the
present protests of the same 1lk?

As the troopers’ storv spread, Betsev
e=Wright, the sometime Clinton aide who
popularized the phrase “'bimbo eruption.”
decamped to Little Rock, along the way
consulting her favaorite private eve. San
Francisco-based Jack Palladino. Soon sto-
ries began to appear about the troopers’
warts. A sex harassment charge against
one trooper turned out to have been dis-
missed. An insurance company litigator
charged the two troopers lied in an insur-
ance scam; i1 turns out they did get drunk

|!
I

and wreck a state car, but the litigation 15
about who should pay medical bills.

And Ms. Wright proudiy displayed an
affidavit from trooper Danny Ferguson
saying, "'President Clinton never oifered
or indicated a willingness to offer any |
trooper & job in exchange for silence or |
help in shaping their stories.” Re-inter-
viewed by the L.A. Times. Mr. Ferguson |
said, yes. the president called. Yes, they |
talked about what troopers were going to t
say about the sex charges. Yes, they
talked about two different jobs. But the |
quid pro quo was never exphicilly ex- |
pressed. That is. he didn't inhale.

- - -

Getting into a spitting match with his '
own former security guards will surely de-
plete a president's reservoir of credibility.
Worse, this amplifies all the doubts in the
Whitewater case. Here the suspicion is
that funds from a failing savings and loan
were diverted into Whitewater Develop-
ment, & real estate venture partly owned
by the Clintons. Whatever eise, the defen-
sive themes sound familiar.

It's an “old story,” we hear for exam-
ple; is that a denial, or not” It was a
“money-losing venture,” as if it would be
perfectly OK to float off your reai estate in-
vestment loss on the taxpayer through de-
posit insurance so long as nothing new
gets into your own pocket. The loss was
never deducted for tax purposes. but was
documented in an “‘accountant’s report,”
though as the Journal's Bruce Ingersoll
just demonstrated, the report ignores ma-
jor transactions. The Clintons were “pas-
sive shareholders,”” though at one point '
Hillary requested a power of attorney over '
the whoie business. The records from Vin-
cent Foster's office will be released.

' though it turns out only to the Justice De-

partment, and it further turns out, only af- |
ter a delay for “inventory.” And of course. |
“we've said enough.” !

The damage from the troopers is con-
tained by a natural, in this liberune age
even touching, reluctance to traffic in sex-
ual gossip. But in both cases the excuses
are sounding increasingly lame. Whitewa-
ter could become Bill Clinton's credibility
sinkhole. simply because no one 1s Infub-
1ted in talking about dirty monev

Mr. Burtleu 15 editor of the Jowruni
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(ATTN: National editors) (Includes optional trims)

Clinton to Turn Over Whitewater Files as Subpoena Is Issued (Washn)

By John M. Broder and Ronald J. Ostrow= (c) 1994, Los Angeles Times=

WASHINGTON President Clinton's personal lawyer Thursday ( will begin
giving federal investigators records of the first family's Whitewater
Development Corp. investment, after a grand jury subpoena was unexpectedly
issued in the case, the White House announced Wednesday. )

The subpoena, issued Dec. 24 and disclosed in a terse White House
statement Wednesday night, directs that thE&.documents be surrendered to the
Justice Department by Jan. 18. The White House said it would comply.

Bruce R. Lindsey, senior adviser to President Clinton, said in the
statement that the subpoena was issued at the request of the Clintons' lawyer,
David E. Kendall, who sought the order "“to assure the integrity of the
documents and the privacy of the process.'!'

Although the White House insisted that Clinton's attorney himself
requested the subpoena, the court order still carries the full weight of
legal compulsion attached to any criminal subpoena. The subpoena also has the
effect of impeding access to the documents by R:publicans in Congress who are
trying to conduct an independent probe of the budding scandal, Republican
sources in Congress charged Wednesday.

The development is another sign of the growing attention focusing on the
president's controversial investment in Arkansas.

The Justice Department is investigating the Clintons' investment in an
Dzark Mountain vacation property development known as Whitewater to determine
whether funds were improperly diverted to it from Madison Guaranty Savings &
Loan, a failed thrift run by the Clintons' partner in the Whitewater deal,
James B. McDougal.

The five boxes of records to be delivered to the Justice Department
include papers relating to Whitewater removed from the office of former deputy
White House counsel Vincent Foster, who committed suicide July 20. The White
House agreed two weeks ago to surrender the Foster papers, but until Wednesday
had not said when it would do so.

With attention to the real estate deal growing, the way the matter is
resolved could have a lasting effect on Clinton's presidency, his advisers and
critics agree. What had appeared to be benign and small-scale financial
dealings are now being cast in the terms of scandal with a grand jury
subpoena, demands for a special prosecutor and calls for congressional
hearings unless the White House can somehow provide persuasive answers to
dozens of gquestions about the affair.

What is driving the Whitewater story forward are the numerocus and
troubling unanswered questions about the way the Clintons conducted their
public and private business dealings. For example:

How much did the Clintons invest in the Whitewater real estate deal and
how much did they gain or lose from the investment?

According to official accounts from te Clintons, they invested $68,900 in
Whitewater beginning in 1978 while McDougal and his wife, Susan, put up
$92,000. Despite the unequal shares, the partnership was structured as a 50-50
split. Why?

The Clintons claim that they were merely " "passive investors'' in
fhitewater who gave McDougal °"total control'' over the operation. They say
they have no records of their investment or any profit or loss from it. Why
qot?

The investment raises several additional questions:

Did the Clinton's really put up their share of the partnership funds or
vere the funds a loan or gift from their partner McDougal and his wife, Susan?
[f it was the Clintons' money, where did they get it? If the Clintons did
invest the money in Whitewater, where is the documentation?

If they lost all their money, as a report commissioned for the Clinton
campaign claimed last year, why did they not claim a tax deduction for the



loss?
There are guestions, too, about the relationship between Madison Guaranty

and Whitewater that are hidden in the records of the two entities, some of
which are now in the hands of the Justice Department and others of which have
not yvet been located.

McDougal said he delivered all the Whitewater records to the Arkansas
governor's mansion in 1987, but the Clintons deny they ever received them.
There are suggestions that some Whitewater land sales were sham transactions
to hide campaign contributions to Clinton apd that Madison Guaranty funds were
diverted to Whitewater.

Investigators also want to know about the diversion of $110,000 in
proceeds from a Small Business Administration-backed loan to buy land for the

Whitewater development. )
Were the Clintons, through their investment, actively party to the looting

of a federally insured thrift?

Madison Guaranty Savings & Loan, owned by their friend, political
contributor and investment partner McDougal, grew from an institution with
assets of $6 million to a go-ago $107 million thrift in a three-year period in
the early 1980s. Despite warning signs that the savings and loan was making
guestionable loans to insiders and numerous Clinton political crenies,
authorities did not close the bank until four years later.

A state securities commissioner appointed by Clinton approved a plan to
recapitalize Madison Guaranty, which at the time was represented by Hillary
Clinton and her partners at a Little Rock law firm. The thrift finally was
shuttered in 1989, at a cost to taxpayers of at least $47.6 million.

Was Clinton aware of the thrift's problems and did the institution receive
favorable regulatory treatment while he was governor? Who profited from the
long delay in closing it? Where did the lost millions go?

Madison executives held a fund-raiser in early 1985 to help Clinton retire
$50,000 in debts from his 1984 gubernatorial campaign. Did the bank or its
officers provide any other money for Clinton campaigns before or after 19857
Did the bank do any personal favors for the Clintons, aside from putting
Hillary's law firm on a $2,000-a-month retainer?

Have the Clintons dealt forthrightly with the questions about the matter?
Have they or their allies in any way interfered with the inquiries into it?

Suspicions about suppression of evidence arose last month when it was
disclosed that Whitewater-related files were secretly removed from the office
of Foster and deposited with the Clintons' personal attorney two days after
Foster's suicide. After initially resisting turning over the files to the
Justice Department for its inquiries into McDougal's business dealings and the
death of Foster, Clinton relented just before Christmas and agreed to yield
the records.

(Opticnal Add End)

Was the initial investigation of Whitewater/Madison Guaranty delayed for
political reasons and is the case being fairly investigated by the Clinton

Justice Department?
Former Attorney General William P. Barr, who served under President Bush,

said Wednesday he believed that in the fall of 1992 the U.S. attorneys office
in Little Rock concealed from him the existence of a Resolution Trust Corp.
referral to the Justice Department seeking a criminal probe of Madison
Suaranty and Whitewater.

The delay could have aided then-candidate Clinton's campaign for the White
House by deferring a criminal investigation in the final months of the 1992
campaigp.
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Clinton to send records
to grand jury

By Frank J Murray

ang Jerry Seper
THE minmrg« TIMES

President Clinton will send two
cartons of Whitewater Development
Corp. documents to the Justice De-
partment today 1n response to a fed-
eral grand jury subpoena the White
House requested to keep the records
private.

Despite the action, intended in
part to still suspicions that voluntary
delivery allows the Clintons to
choose what to reweal, the White
House angrily rejected a new wave
of calls for an independent counsel
o oversee a probe of the Clintons’
involvement in the Arkansas real es-
tate venture.

White House spokeswoman Dee
Dee Myers called the absence of ac-
cusauons agamnst the president and
first lady Hillary Rodham Clinton
“the missing link” for appointing an
outside counsel to investigate their
financial ties to the owner of a sav-
ings and loan whose failure cost ihe
government about $50 million

The subpoena was 1ssued secretly
on Christmas Eve and served the

same day on David Kendall of the
high-powered Williams & Connolly
law firm, Miss Myers said yesterday.
Mr. Kendall became the Clintons’
personal attorney after White House
Deputy Counsel Vincemt W Foster
Jr killed himself July 20.

"The documents to be delivered
include those relating to Whitewater
which were in Vincent Foster's of-

fice at the ume of his death,” pres-
idential ad viser and confidant Bruce
Lindsey said last mght.

An administration official con-
firmed late last night that the
Whitewater records to be turned
over include working papers pre-
pared by accountants, federal in-
come tax returns for Whitewater for
1980 through 1989, and federal in-
come tax returns for the Clintons for
1978 through 1989.

The records also include papers
showing notes payable to various fi-
nancial institutions, copies of can-
celed Whitewater checks. copies of
check registers and copies of
Whitewater correspondence.

During the 1992 presidential cam-
paign, when Whitewater surfaced as
an issue, the Clintons said many
Whitewater documents were muss-
ing. It was not clear yesterday what
Whitewater documents remain
missing.

Mr. Lindsey and two independent
sources of The Washington Times
said the subpoena was from the
grand jury in Little Rock, Ark. The
subpoena cloaks the records at least
until the grand jury closes the case,
with or without an indictment.

Miss Myers said Mrs. Clinton
never received the full power of at-
torney to conduct all Whitewater's
business. including its disposition.
on which the Clintons say they lost
$68.900. But they did not claim any
income tax deductions for that loss.

A Nowv 28, 1988, letter from Mrs.
Chinton to Whitewater partners
James B. and Susan McDougal seek-
ing power of i.itorney contradicted
the Clintons’ claim that they were
merely “passive shareholders” in
Whitewater

Mr McDougal owned Arkansas
Madison Guaranty Savings and
Loan Association. which had finan-

see PAPERS, page A15
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cial transactions connected to
Whitewater and Mr Clinton's re
election campaiggs. Career Justice
Departmemt prosecutors in Little
Bock are investigating the transac-
uons.

A law enforcement official in Lit
tle Rock who1s famuliar with the Jus-
tuce Department probe said the Ken-
dall request specifically called for
the production of “documents relat-
Ing w the Whitewater Development
Corporation” and made no mention

of other records. although the grand
Jury stli could demand to sne them.
The official. who asked not 1o be
identified. saxd some investigatorsin
the case are concernad that Mr. Ken-
dall’s subpoena request was aimed
solelv at limiung the president’s ex-

pubiic scrutiny — exactly what the
Clintons say they intended.

"It protects the confidennality of
the process.” Miss Myers said. There
are strict federal penalties for

breaking grand jury secrecy.

“Manv people here are wondering
Just who's runmng this investiga-
nion.” the Little Rock law enforce-
ment official said. “This is much like
the search of Vince Foster's office,
when the FBI was ordered to stand
by in a hallway. The subpoena ought
to be for all documents the Clintons
have relaung 1o Whitewater. Madi-
son Guaranty and James MeDougal,
including those taken from Fosters
office — with federal prosecutors
deciding what 1s relevant and what
is not.”

Areas that appear to be outside
the subpoena. as well as outside the
Clinions’ Dec. 23 offer 10 surrender
documents retrieved from Mr Fos-
ter’s office. nclude Mr. McDougal's
assistance in repaying a $50.000 per-
sonal campaign loan in 1985 and the
role of Mrs. Clinton as an attorney
for Madison seeking state reg-

ulatory relief while her husband was
governor

The decision to begin delivering
records now — with more being semt
in the next 10 days, Miss Myers said
— represented another reversal in
the White House stand but did not
end ils resistance 1o the appoint-
ment of an independent counsel 1o
manage the probe.

“I'm not a lawyer, but in order to
Irigger a special prosecutor or spe-

posure and sealing the records from |

“In order to trigger a
special prosecutor or
special counsel there
has to be some
allegation of
wrongdoing.”

— Press Secreiary

Dee Dee Mvers

cial counsel there has to be some
allegatiun of wrongdoing. That ap-
pears 10 be the missing link," Miss
Mvers told reporters yesterday
while showing increasing peevish-
ness on the topic of Whitewater.

Mr Kendall has refused to discuss
the matter. even to confirm he was
retained by the Clintons. A White
House aide saxd Mr. Clinton person-
ally pays Mr. Kendall's bills,

“I'm sure he is. We may be dumb,
but we're not that dumb.” the aide
said.

White House officials have said
they turned over to the Clintons'

“personal attorney.” identified as Mr.
Kendall. the documents taken from
Mr. Foster’s office.

The McDougals and Clintons
were partners in Whitewater, and
Mr. McDougal reportedly used
$35.000 in Madison money to help
the Clintons pay a $50,000 personal
loan from the 1984 gubernatorial

campaign.

The Rose Law Firm — where Mrs.
Clinton, Associate Attorney General
Webster L. Hubbell and Mr. Foster
were partners — represented Madi-
son in state regulatory action and
later handled federal action against
the thrift.

Despite the involvement of sev-
eral administration figures in the
case, Miss Myers repeatedly dis-
missed calls from Republican con-
gressional leaders and major news-
papers for the appointment of an
independent counsel.

“Itis not up tous to doit,” she said,
showing exasperation that White
Housc reporters would not be de-
flected by hor denials of criminal
activity when their questions dealt
with sucl. .:aderlying issues as the
presideni - cthics and judgment.

“But what's the charge? | mean,
normally there would be. What's the
charge?" Miss Myers said.

“It's a decision that entirely be-
gins with the attorney general” the
press secretary said. indicating that
the president has left the decision to
Attorney General Janet Reno.

After insisting there is no evi-
dence of wrongdoing, Miss Mvers
seemed 1o contradict herself by say-
ing. I don't think anybody here has
any idea what stuff is in the Madison
files” 5 4

Three imes during the exchange
she erroneously insisted that the
Clintons had voluntarily turned over
all Whitewater records to Justice
Department investigators
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White House ‘drowning’ in Whitewater

By Ron Fourrier ’A {
ASSDCATED PRESS

Whitewater, Whilewater every-
where. Try as 1t mighi, the White
House can't seem to make Pres-
ident Clinton’s troubled Arkansas
land deal go away

“We're drowming in 1t here,
man. one frustrated aide said.

Despite a pre-holidav antempt o
kill the controversy, the chorus for
mare disclosure and an indepen-

dent counsel was growing. Repub-
licans have led the way, demanding
more personal records on the
Whitewater land venture and an in-
dependent investigation of a re-
lated savings and loan.

Then The Washington Times,
the New York Times and The Wash-
ington Post welcomed Mr. Clinton

tack from vacation with editorials -

this week supporting an indepen-
dent review. .
Grilled again yesterday about

Mr. Clinton's involvement., Press
Secretary Dee Dee Myers said six
separale times that the president
has not been accused of doing any-
thing illegal.

“What's the charge? What's the
charge?" she snapped.

Clinton aides were dumbfound-
ed when three television networks
ran stories on the topic Tuesday.
despite the lack of a major devel-

see SCANDAL, page Al5

SCANDAL

From page Al

npment Sentor adviser Bruce Lind
5€3 and other ides nite tasen me
to dress down reporters for inaccu-
racies n ther siorics

Of the 42 persons who called the
White Mouse to register opinions
about the maner Tuesday, 38 wanted
a special proscoutor o inveshigate

“It's the vggplant that ate Chi-
cago.” says Suzanne Garment of the
American Enterprise Institute, who
wrote the book “Scandal: The Cul-
ture of Mistrust in American Poli-
nes” s an American political
scandal — vou can never tell how 1t
orows

Justice Department attorneys are
invesugating the failed Madison
Gzaranty Spvings and Loan, headed
bv James B. McDoagal, a former
Chinton friend. business partner and
palitical ally Investizators are try-
ing to determine whether deposi-
tors’ funds were diverted 1o Mr. Clin-
ton’s 1984 gubernatorial campaign
and to Whitewater Development
Corp. a real estate venture once
owned by the Clintons and McDoug-
al

Clinton a:ides have said the pres-
ident and first ladv Hillary Rodham
Clinton never knew the source of the

campaign moncy and were inactive
co-owners of what they say was a
money-losing real estate deal.

But a lack of full public doc-
umentation — and the White House’s
reluctance to discuss the topic —
have fueled the controversy.

‘The old campaign issue popped
up again this year when the Res-
olution Trust Corp. asked the Justice
Departmen! 1o investigate several
matters involving the thrift, which
was shut down n 1989, The media
focused on how the lines were
blurred between Mr. Clinton's role as
governor. \lrs. Clinton’s job as a law-
ver representing the thrift, her law
firm's work for federal regulators
later suing the thrift and the couple's
relationship with Mr. McDougal.

“We did nothing improper,’ Mr
Clinton said.

The story gathered steam when
The Washington Times reported that
\Whitewater files were removed
from the office of Deputy White
House Counsel Vincent W. Foster Jr.,
hours afier he committed suicide
last summer Mr. Foster served as
the Clintons’ personal attorney in the
Whitewater affair.

After mmmally saving the files
were missing. Mr. Clinton on Dec. 23
said the files taken from Mr. Foster's
office would be turned over to Jus-
tice Department officials.

New life was breathed into the

topic when the White House said
Monday that it wouid take “a couple
of weeks" to turn the documents
over to the Justice Department. Mr.
Clinton refuses to release them to
the public.

Miss Garment said the White
House has provided a textbook ex-
ample of how to help turn a story into
scandal

“In the end. it depends on what's
there. but so far it's developing in a
rather classic manner: The suspi-
cions are there. Various journalists
start really digging into it.” she said.
“Connections get drawn closer to-
gether The subjects of the allega-
tions imprudently begin acung in a
way that gives rise 1o accusations of
a cover-up.”

Even if the White House bowed
further to pressure and supported
an independent counsel, a law allow-
Ing a court to appoint the investiga-
tor lapsed in Congress at the hands
of Republicans. That means At-
torney General Janet Reno. a Clinton
appointee, would choose the person
who could extinguish or ignite the
blaze.

“If 1 appoint a special prosecutor,
it's sull my prosecutor” Miss Reno
says. "And there will still be ques-
tions about the person's indepen-
dence."

The Washington Timeg THURSDAY. JANUARY 6. 1994




Back Home, Senator Packwood Finds a Chilly Reception

Batting allegations of making unwanted sexual
advances to women who worked with him and of
obstructing an investigauon of his dianes, Senator

Bob Packwood was met by demonstrators in Eu-  said it was part

gene, Ore., today on the fourth day of his first visit
home since summer. He acknowledged yesterday
making advances toward a campaign worker but

of a "warm relationship."”

White House H/opes to Avoid Leaks of Clinton File!|

ByGWENIFIL. '/
special 1o The hew York Times would he leaked to reporiers. said/

WASHINGTON. Jan. 5 — Seeking to + Bruce R. Linsey. 4 senior adviser (o
insure that documents related to Presi- | Mr. Clinton who has been responding to |

dent Clinton's role in a failed Arkansas | questions on the real estate matter on|
real estate development remain secret, | the Clintons' behalf. It would also make
the White House has | it more difficult for €Mhgress to obtain

ted that the |
Justice Department :1:'::‘-"‘! th: pa- | the records, which members have been

pers and place them under Federal | seeking for their own investigation.

REeELON. Penalties for Disclosure

David Kendall. the Clintons’ person-
al lawyer, advised the President to “What 1t means 15, if somebody were
seek Lhe subpoena after Mr. Clinton | to leak them there would be penalties
decided to turn over records on the | connected with that,”” Mr. Lindsey said.
transactions to the Justice Department | He added. *'If I'm engaging in a crimi-
on Dec. 23. | nal invesugaton, | don’t want the in-
The White House acknowledged the | vesugation | have to be in the press.”
existence of the subpoena tonight in @ | The existence of the subpoena would
statement that announced that the bi XX | not prevent the Clintons themmselves
of the documents would be delivered 10 | from making disclosures aoout the
the Justice Department on Thursday. | documents or from making them pub-
The subpoena, served on Dec. 24, was | lic, a lawyer not invoived in the case
requested to preserve the “privacy of | said tomght.
the process’ involving an investigaton | But it would serve as an added barni-
into the real estate concern, the White- | er to their unauthorized release by
water Development Corporation, the | Justice Department lawvers, because
statement said. | such a step would become a violation of |

| Carl Stern. would not comment tomight |

bility that details of the investigation | the subpoena could also make it more

difficult for outsiders to obtain the doc- |
uments unaer the Freegom of Informao.
uon Act, Lhe lawyer said.

Mr. and Mrs. Clinton were par'ﬂ'lel'snJ
in the Whitewater development plan
with James McDougal, a political sup-
porter who owned Madison Guaranty,
an Arkansas savings and loan. When
the institution failed, a Federal invest-
gation was begun into its banking and
investment practices.

Denial of Wrongdoing

The Clintons have always main-|

tained that they were involved in noth- |

ing improper in their investment in

Whitewater. In fact, they say they lost

$69.000 on the plan to develop a retire-
ment community in the Ozarks.

The Justice Department spokesman,

about the subpoena or the delivery of
the Clinton files. Mr. Kendell, the Clin-
tons' lawyers, did not return a tele-
phone message left at his Washington '

The subpoena discourages the possi- | criminal procedures. The existence of | office.

:L&Néw Corporatior_t Control Air Traffic, U.S. Says

By MARTIN TOLCHIN
Specwl 1o The New York Times
WASHINGTON, Jan. 5 — In an effort
to improve efficiency and reduce air-
line delays and confusion, the Clinton
Administration plans to ask Congress
lo create a Government-owned corpo-
ration like Amtrak o operate the na-
tion's air traffic control system, Ad-
ministration officials said today.
Under the proposal, the Federal Avi-
| atton Administrauon, which now oper-
| ates the air traffic control svstem,
| would conuinue 1o oversee safety stand-
J'ards and would promulgate and en-

force regulauon of controllers.

But the chairmian’of the House panel
that oversees aviation, Representative
James L. Oberstar of Minnesota, said
such a move would compromise safety.
He vowed to fight the plan and predict-
ed that Congress would reject i,

Additional Proposals

The Admumistration will also seek 10
increase 10 49 percent the amount of
voling stock that a foreign carmer can
own in a United States airiine, provided
the foreign carner offers a reciprocal
arrangement to airiines in this country.
This proposal has strong Congressional
Support as a way 1o pump needed mon-
ey into domestic carrners. Al present,
loreign carriers can own 49 percent of
the stock of United Stales carriers but
only 25 percent of their voting stock.

The Administration also plans to pro-

they concur whereas healthy carriers
have to pay 100 cents on the dollar.

Administrauion officials said disen-
chaniment with the air traffic control
system was a major {actor in deciding
to propose creation of a corporation to
run the system,

"The air traffic control sysiem is a
problem,” said Richard Mintz, a
spokesman for Transportation Secre-
lary Federico F. Peda. '"We want it to
work better and in a more businessiike
manner. This 1s something we believe
will make the svsiem more responsive
to technological change, allow the air-
lines 1o reap the benefits of more efli-
cient management and allow passen-
gers to benefit from less delays.”

The F.A.A. has, for exampie, had
severe problems installing a new gen-
erauon of air traffic control technology
called the Advanced Automation

hind schedule.

Reasons for Elficiency
Admimistration officials. who want 1o
finance the new setup through a lax on
arhne uckets. believe that a corpora-
1ion operating independently but owned
by the Government would be more
efficient because 1t would be freed of

be allowed to undertake expansions

Svstem. It is alreadv three vears be-!

pose a change In the bankrupicy iaws, | tive bidding and would not have to|

time to emerge from bankruptcy and |ciency to the operation,' said lim
are able 1o pay a fraction of the costs | Landry, president of the Air Transpprt

Association, which represents the ma-
jor carriers. “The F.A.A. is burdened
with cumbersome procurement rules,
antiquated personnel rules and uncer-
tain funding."

But Mr. Oberstar, the Democrat-who
heads the aviation subcommitiee of the
Public Works and Transportation Com-
mittee, expressed sirong opposition.

1 think it is fraught with danger,”
he said, “because there are just Yoo
many opportunities for safetv to be
compromsed. If financial benelit: 10
the aiwrhines 1s the principal driving
toree for this recommendation, it
scares me because | can see the air-
lines saying that distances should be
reduced between aircraft so they can
pump more awrcraft into the skies and

into airports.”

Mr. Landrv said the financing mrech-
amism had not been worked oul.

Mr. Mintz, the airlines' representa.
tve, said the goal was to have the new
setup financed by the airlines and re-
moved from the Federal budget Bv
buying better equipment and not being
bound bv bureaucratic restrainis, he
said. the air traffic control system

Government procurement rules, would | Would be safer.

“We will never compromise safefy.,’

and other programs without competi- | Mr. Mintz said.

| which some airhines believe give ailing | operate under Government hiring reg- |
| carriers a fmancial benefit over|ulauons. |
heaithv ones. Airlines operauing under| The plan was hailed by the airiine ||
protection of current bankrupici: laws | iIndustry, which has lost $11 bilhion in |
| have received numerous extensions of | the last four vears. "1t will bring effi- ||

More national news =
is on pages D19 and D20..
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(wap) (ATTN: National editors)

White House to Comply In S&L Probe (Washn)

By Michael Isikoff and Ann Devroy= (c) 1994, The Washington Post=
WASHINGTON The White House said Wednesday that the Justice Department
issued a previously undisclosed subpoena on Dec. 24 to President Clinton's
lawyer for records relating to the Whitewater Development Corp. and that it

will begin turning those documents over to federal prosecutors Thursday.

White House aides said that David Kendall, personal lawyer to the
president and Hillary Rodham Clinton, first requested the subpoena in
discussions with Justice Department lawyers on Dec. 23. That was the day the
White House announced it was voluntarily turning over the records, some of
which were discovered in deputy White House counsel Vincent Foster's office
after his suicide last July 20.

White House aides said Wednesday that they sought the subpoena to protect
““the integrity'' and ~“privacy'' of the documents. ~“The staff discussions of

this,'!' said one official, ~“were that we should ask for a subpoena because
then it becomes a crime to leak them and maybe that would keep them from being
leaked.'' News organizations as well as some GOP members of Congress have been

looking into the Clintons' relationship with the Whitewater real estate
development company.

But the White House did not publicly disclose the subpoena until Wednesday
because, aides said, they did not consider it relevant. According to
Wednesday's White House statement, the subpoena requires that all the
documents must be turned over to the Justice Department by Jan. 18.

Federal law enforcement sources said Wednesday that when Kendall called
the Justice Department Dec. 23 to seek a subpoena, officials informed him they
had already begun drafting one. White House officials Wednesday confirmed that
and said that Kendall then asked that the subpoena be broadened to cover more
documents.

The draft subpoena, sources said Wednesday night, showed that the Justice
Department lawyers had already decided to seek access to the documents for use
in an ongoing criminal probe into a failed Arkansas savings and loan as well
as a separate department investigation into the circumstances surrounding
Foster's death.

White House aides said the grand jury subpoena, signed by a deputy clerk
in the federal courthouse in Little Rock, Ark., also requests material on
Madison Guaranty Savings & Loan. The now defunct Arkansas thrift is the
primary focus of the department's investigation into allegations that
depositor funds were improperly diverted and possibly benefited Whitewater, a
real estate development firm jointly owned by the Clintons and Madison's
owner, James McDougal, as well as Clinton's 1984 gubernatorial campaign.

The Clintons repeatedly have said that McDougal handled all of
Whitewater's affairs and that they have no knowledge of any improper or
criminal activity by him.

But they have resisted calls from the news media and Congress to publicly
release their documents on the Whitewater venture, an investment they have
described as a money loser.

White House aide Bruce Lindsey said Wednesday that Clinton directed
Kendall to negotiate the matter with the Justice Department because ~“we
wanted to be cooperative. ... The president is trying to be helpful to the
criminal investigation'' regarding Madison, he said.

But Lindsey said the White House would continue to resist any request that
the documents be publicly disclosed, saying ~~“these are their private records,
they see no reason to publicly release them.''

Wednesday's developments are the latest in a series of partial and
sometimes contradictory White House statements about Whitewater that have
created controversy and spurred calls by members of Congress and others for
the appointment of an independent counsel in the case.



The existence of the documents related to Whitewater and Madison found in
oster's office and the fact that they had been removed by White House aides
after his death was first disclosed in news accounts last month. That
disclosure was followed by the Dec. 23 announcement that Clinton had directed
their release to the Justice Department.

White House communications director Mark Gearan said that day that the
Justice Department had not reguested them. Gearan said Wednesday night that
““neither the president or I'' or other senior aides were aware of the pending
subpoena when he made that statement.

On Sunday, White House senior adviser George Stephanopoulos said on ABC's
“*"This Week With David Brinkley'' that ““the president has turned over all the
documents to the Justice Department.''

But on Monday, White House press secretary Dee Dee Myers acknowledged that
was not the case. Instead, Myers said, the documents including campaign files
and personal financial records in Arkansas were being ““catalogued'' and that
no documents would be turned over for ““a couple of weeks.'!

White House officials said they are turning over more than Justice
initially wanted. They said the documents include the Foster files, bank
statements about Whitewater's account at Madison, ~“three or more boxes'' of
campaign-related material. Also included is material compiled for a report on
Whitewater prepared by James Lyons, a lawyer for the Clinton campaign, to
respond to media inquiries about Whitewater after the Clintons' involvement in
the company came to light during the 1992 presidential primaries.

Lindsey said the subpoena, a copy of which he declined to release, also
covers records relating to Capital Management, a Small Business
Administration-licensed investment firm run by David Hale that made a
$300,000 loan to Susan McDougal, who was them married to Madison owner and
Whitewater partner James McDougal.

Lindsey said the Clintons have no such records. But the request involves
another part of the Justice Department investigation that also potentially
touches on the president. Hale, a former Arkansas municipal judge and owner of
Capital Management was indicted on charges of defrauding the SBA. He has
alleged that he was pressured by Clinton and James McDougal to make the loan
to Susan McDougal as
a means of shoring up Madison's books. James McDougal and Clinton have
adamantly denied the accusation.

As a further sign of Justice Department action in the case, federal
prosecutors also recently subpoenaed records on Madison from the Resolution
Trust Corp., the federal agency disposing of the failed thrift and its assets,
according to RTC officials. It was the RTC that first requested a department
investigation into Madison in September 1992.

Earlier Wednesday, the White House had dismissed as groundless renewed
calls from congressional Republicans and newspaper editors for the appointment
of an independent counsel in the case. ““There are no allegations that the
Clintons have done anything wrong. ... There's no evidence to suggest they
have done anything wrong. What's the charge?'' spokeswoman Myers said.
~END-OF-AUTOBREAK (1) -

-AUTOBREAK (2) -FOLLOWS
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PM-CGlinton-Hubbell S&L, Bjt,630
.Hubbell's Relatives Got $1.5 Million in Loans From Madison
By JOEL WILLIAMS= Associated Press Writer=

LITTLE ROCK, Ark. (AP) A longtime associate of President Clinton helped
the federal government investigate the collapse of an Arkansas savings and
loan, even though the associate's relatives took out $1.5 million in loans
from the institution, documents show.

Associate Attorney General Webster Hubbell was a law partner of Hillary
Rodham Clinton in Little Rock when federal banking regulators awarded the Rose
law firm a contract to sue an accounting firm in the failure of Madison
Guaranty Savings and Loan in 1989.

Hubbell's firm settled the $36 million lawsuit for $1 million. The
government alleged that the accounting firm had engaged in audit
irregularities in connection with Madison's books.

The handling of the auditing aspect of Madison's collapse came several
years after Seth Ward and Seth Ward II, Hubbell's father-in-law and
brother-in-law, respectively, took out $1.45 million in loans at Madison,
according to mortgage deeds and other records on file in Pulaski County, Ark.

One loan, for $1.15 million, was taken out by Seth Ward who was a Madison
official for a mortgage in southern Pulaski County in October 1985. The
records show the loan was repaid in February 1986, less than two months before
Madison was audited by federal regulators. Seth Ward II borrowed $300,000 from
Madison for a mortgage on land in western Little Rock on Nov. 15, 1985.

In Washington, Justice Department spokesman Carl Stern said Wednesday
night he was unfamiliar with the loans to the Wards and Stern added that
Hubbell was out of town and unavailable for comment.

Because of past work Hubbell's law firm has done on behalf of Madison,
Hubbell, the Justice Department's No. 3 official, has removed himself from a
department probe into whether:

Funds were diverted from Madison to a real estate venture in which the
Clintons were half-owners, Whitewater Development Co.

S&L money was used to help retire Clinton's 1984 campaign debts as
governor.

Meanwhile, the Clinton administration announced that it would provide the
Justice Department documents related to the first family's interest in
Whitewater.

Madison, whose collapse cost taxpayers $47 million, was run by James
McDougal, a former fund-raiser and friend of Clinton. In addition, McDougal
and his former wife, Susan, were co-investors in Whitewater.

The loans from Madison to Hubbell's relatives add a new dimension to the
Rose firm's involvement with Madison.

Hubbell's law firm did work on behalf of the S&L winning approval from a
state regulator appointed by Clinton for a unique recapitalization plan that
was never implemented. It was in anticipation of the 1986 federal audit that
the Rose firm won approval for the recapitalization.

Mrs. Clinton did legal work on the issue, with Madison putting her on a
$2,000-per-month retainer.

Federal investigators are trying to determine whether Hubbell, in
qualifying to do the cleanup work in 1989, failed to tell the Federal Deposit
Insurance Corp. that his Rose law firm had done work for the thrift before it
failed.

Federal officials familiar with the case say that Hubbell informed them of
his relationship to Seth Ward at the time Hubbell was seeking work from the
FDIC. However, officials say Hubbell did not inform them of the Rose law
firm's past work on Madison's behalf.

Federal conflict-of-interest rules generally bar lawyers from representing
the government in S&L cases if they have done significant work for the
institution or have close personal relationships with individuals with a
financial stake.

Additional regulations forbid government workers and contractors from



W
entering into activities that bear even the appearance of a conflict,
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Justice Dept.
to get papers
from Clintons

By Judy Keen
USA TODAY

The White House, moving to bridle
controversy over President Clinton's
possible links to a failed Arkansas
thrift, today begins giving related pa-
pers to the Justice Department.

The five boxes of documents were
defined in a grand jury subpoena re-
quested by the White House. They in-
clude those taken from the office of
White House lawyer Vincent Foster
after his suicide last July.

The White House sought the sub-
poena “to assure the integrity of the
documents and the privacy of the
process,” said senior Clinton adviser
Bruce Lindsey.

The subpoena effectively bars
their public release. It sets a Jan. 18
deadline. Lindsey said most will be
at the Justice Department sooner.

The department is investigating
whether funds from the Madison
Guaranty Savings and Loan were di-
veried 1o a real estate firm in which
the president and Hillary Rodham
Clinton had invested. They deny
wrongdoing.

Press secretary Dee Dee Myers
said Monday the papers, which Clin-
Lon said Dec. 23 he would hand over,
would be sent in a couple weeks. Bul
Clinton aides felt unrelenling media
coverage and growing GOP clamor
for a special prosecutor meant they
had to move more swiflly,

BRAVING BULLETS, THE COLD: Bosnians try to sell their

- L3

ol b3
By Envic F, Marti, Agance France-Fresse
wares in an empty lot in Sarajevo.

In Bosnia, talk of peace amid sounds of war

From wire reports

Bosnia-Herzegovina and
Croatia agreed Wednesday
to work toward ending (he
bloody civil war in central
Bosnia as peace talks ap-
peared o edge forward, but
in Sarajevo shells rained
down on the Bosnian capital.

Al least four people were

killed and 32 wounded.

After Iwo days in Vienna,
political leaders from Cro-
atia and Muslirn-led Bosnia
— both lormer Yugoslav re-
publics — pledged “firm el
forts” 1o stop the 20-month-
old ethnic war, but stopped
short of a cease-fire.

While Serb siege gunners
kept up their pounding of Sa-

rajevo, a newly revitalized
Muslim army launched a
successful offensive against
less impressive Croat forces
in central Bosnia.

Uniled Stales U.N. envoy
Madeleine Albright warned
that Croatia could face inter-
national sanctions if it
doesn’t halt military interfer-
wice in Bosnia.

N. Korean deal comes
as time was running out

By Marilyn Greene
USA TODAY

A US-North Korean agreement Wednes-
day over nuclear inspections defuses a mili-
lary threat and a diplomatic dilemma.

Time was running out on both monitoring
equipment and nerves in the region.

While talks stalled for nearly a year since
North Korea declared itself free of the Nucle-
ar Nonproliferation Treaty prohibitions on
nuclear expansion, timers and batteries on
surveillance equipment ran
down, threatening monilors that
ensured no secret nuclear devel-
opment was going on.

North Korea may be years
away from ability to fire a nucle-
ar missile, but the possibility
made the world nervous.

North Korea sits squarely in
the heart of Asia, pointed like a
dagger al Japan. It shares a long
border with China and is within
firing distance from Russia.
North and South Korean soldiers
glare’daily at one another across
a demilitarized zone eslablished
in a confiict never officially ended.

Asian neighbors were increasingly nervous
aboul possible nuclear buildup in an unpre-
dictable regime. North Korean President
Kim 1l Sung is considered one of the world's
mest ruthless autocrats, bent on reunifying
the Korean peninsula under his iron hand.

“He's a megalomaniac,” says Ron Hat-
cheft, director of St. Thomas University’s Cen-
ter for International Studies in Houston. “If
he's going Lo see great things like reunifica-

on reunifying Koreas

tion, he may feel it's time for him to acL"

A nuclear-armed North Korea would push
South Korea and anti-military Japan into a
defensive buildup, “wpleashing an arms race.

China, already a ntllear power and North
Korea's only friend, is the key player in the
diplomatic face-ofl.

Beijing has been behind the scenes encour-
aging negotiations and attempting to avoid a
standoff or military confronlation.

If the impasse had continued, President
Clinton was prepared o seek U.N. sanctions
against North Korea. China's as
sent, or at least an agreement nol
to veto the Security Council reso-
lution, would be crucial. Also nec-
essary: China's willingness to seal
its borders and make the embar-
go effeclive.

Putting Beijing in such a posi-
tion would have further strained
already tense relations.

It's unclear what North Korea
wants from the current negotia-
tions. Among the possibilities:

P Suspension of US.-South Ko
rean mulitary exercises thal ral-
tle North Korea.

P Economic help; its experiment in com-
munism has left it destitute

» World acceptance of Kim's regime.

All of these are under consideration as offi-
cials ponder how to defuse the possibility of a
nuclear holocaust.

But Secretary of Stale Warren Christopher
has a strict bottomn line: “Our goal is lo see
that they do not have nuclear weapons.™

; More on Christopher, 1A, 10A, 15A
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Essay

WILLIAM SAFIRE

Foster's Ghost

WASHINGTON

What terrible secret drove Vincent
Foster, the Clintons' personal lawyer,
to put a bullet through his head?

When that question was posed.in
this space last summer (“Was dread
of further scandal a triggering cause
of the apparent suicide?’) Clinton
aides blamed Foster's state of mind
on the cruel, mean-spirited Washing-
ton press corps, with its focus on
“travelgate." Questions about a law-
yver with a guilty conscience were
denounced as ghoulish, the product of
a conspiratorial mindset.

We subsequently learned that there
was indeed a scandal brewing that
involved the Clintons, a go-go banker
crony who finapced their Whitewater
real estate deal and an 5.& L. failure,
now under crimmal nvesugauon,
that cost taxpayers $60 million.

Vince Foster improperly kept the
potenually damaging records of that
deal in his White House office. Surely
crossing his mind after the furor over
the abuse of power in travel office
patronage was the potential of far
greater disgrace or prosecution mn a
money-and-influence scandal. -

From the moment Foster's body
was found, White House Counsel Ber-
nard Nussbaum acted to keep those
Whitewater files away from prying
eyes. The investigation was confined
to the Keystone-Kop Park Police;
Clinton lawyers refused to let them or
the F.B.l. see papers that might have
revealed the suicide motive; and then
— secretly — the files were spirited
away from the White House to the
President's personal lawyer,

When the existence of the hidden
file came to light, the Clintons stone-
walled. Hillary Rodham Clinton, at-
torney for the rotted-out S.& L. while
her husband was responsible for its
regulation, professed not to under-
stand why a: y would be interest-
ed in a d=al that lost themn $60.000. But
curiously, the Clintons never took
that loss, if it existed, off their income
taxes; more strangely, they wrongly
took other deductions, and the lawyer
who worked with Hillary on these
returns was Vincent Foster.

During the '92 campaign, to cover
up the messy record, Foster ar-
ranged for a lawyer to hire a Denver
accountant to whitewash White-
water; the Patien, McCarthy report
omitted the largest transaction un-
dertaken bv Clinton’s partnership —
a half-million-dollar land purchase
from a paper company to which Gov-
ernor Clinton granted tax breaks.

After the mean, insensitive press

raised a ruckus to produce the White-
water files, President Clinton was
forced to agree to “'cooperate’” with
the investigation of the bank's tax-
payer ripoff. He directed Foster's
lawyer to turn the Whitewater files
over to the Justice Department — a
far cry from public disclosure.

But a curious lassitude overtook
Clinton Justice. The files were not
turned over forthwith; instead we
were told they were being '‘cata-
logued,”” which the White House said
would take “‘a couple of weeks."" Only
yesterday, as this and other denunci-,
ations were being written, did one box
contaiming Foster's files, and four
boxes of backup to the accountants’

‘What are the

Clintons hiding? .

whitewash, begin to get delivered.

Were the files so voluminous to -
require “cataloguing”’? Can we be|*

sure the documents did not get the'

treatment given the so-called suicide ' .

note, which appeared belatedly in 27

pieces, not one with a fingerprint, and |

with the signature space missing?

If 1 were Louis Freeh, the new .

F.B.l. Director chosen by Mr. Nuss-
baum and known as ‘‘Bernie’s Good
Deed,"" | would follow up by searching
for a Foster safety deposit box or
home strongbox, and would demand
that Justice seek subpoenas to force
the Clintons and their former law
partners and accountants to produce
all other relevant papers.

What could explain the Clintons'
document shell game that has been
going on since the discovery of Fos-
ter’'s body? Actions Laken by lawyer-
investor Hillary Clinton in 1988, when
she requested power of attorney to
"‘manage and conduct all matters re-
lated to Whitewater Development
Corp." may soon come under the stat-
ute of limitations.

Special in-house counsel? Not un-
less i’s Robert Morgenthau; better
1o use this pressure for House pas.
sage of the Independent Counsel Act.

No politician is so stupid as to try to
hide something when there is nothing
1o hide. The Clintons' pattern of be-
hawior 1in Whitewatergate is that of
wheeler-dealers with something seri-
ous Lo hide. Let’s hope it's only politi-
cally embarrassing. i
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Subpoena Issued
For Clinion Files

White House to Comply in S&L Probe

Al
By Michae! Isikoff and Ann Devroy ]
Weahmgron Post St Wetens

The White House said yesterday I
that the Justice Department tssued
a previously undisciosed subpoena |
on Dec. 24 to President Clinton's |
lawyer for records relating to the
Whitewater Development Corp. and
that 1t wall begmn turning those doc-
uments over to federal prosecutors
today.

White House aides said that Da-
vid Kendall, personal lawver to the
president and Hillary Rodhar Clin-
ton, first requested the subpoena in
discussions with Justice Depart-
ment lawvers on Dec. 23—the day |
the White House publicly an-
nounced it was voluntaniy turning
over the records, some of which :
w~ere discovered in deputy White
House counsel Vincent Foster's
office after hus swcide last July 20.

Aides said yesterday that they
wanted the subpoena as a means of
protecung “the integnty” and “pni-
vacy” of the documents. “The staff
discussions of this,” said one official,
“were that we should ask for a sub-
poena because then it becomes a
cnme to leak them and maybe that
would keep them from being
leaked.”

But federal law enforcement
sources said yesterday that the Jus-
tice Department already had begun
drafting a subpoena for the docu-
ments before the conversation with
Kendall and had informed him of
that.

Law enforcement officials had ex-
pressed an in‘erest in seeing the doc-
uments for possible use in an ongo-
ing criminal probe into a failed Ar-
kansas savings and loan. The subpoe-
na came duning a period when the
Clintons were resisting mounting
calls from the news media and Con-

WHITEWATER, From Al.

gress to publicly release their doc- |

uments on the Whitewater venture,

_ White House aides said the grand

jury subpoena also requests mage-

rial an Madison Guaranty Savings &

Loan. The now defunct Arkansas

thrift is the focus of a Justice De-

partment investigation .into allega-

tions that depositar funds were im-

properly diverted and possible ben-

efited Whitewater, a-real estate
deveiopment firm jointly owned by
the Clintons and Madison's owner,

James McDougal, as well as Clin-

ton's 1984 gubernatorial ;

The Clintous repeatedly have
sad that McDougal handled all of
Whitewater's affairs and that they
have 0o knowledge of any 1mproper
or crminal actrvity by him.

White House aide Bruce Lindsey
said yesterday that Clinton directed |
Kendall to negotiate the marter I
with the Justice Department be- |
Cause “we wanted to be cooperative |

.. .. The president is trying to be
heipful to the criminal investga-
ton” ing Madison.

But Lindsey said the White
House would continue to resist any
request that the documents be pub-
licly disclosed, saying “these are
their private records, they see no
reason to publicly release them.”

Yesterday’s developments are
the latest in a series of partial and
sometimes cootradictory White
House statements about White-
water that have created controver-

The existence of the documents |,
related to Whitewater and Madison
found in Foster's office—and the
fact that they had been removed by
White House aides after his

press secretary Dee Dee Myers
acknowiedged that was not the case

records in Ariansas—were being
“catalogued” and that no documents
would be turned over for *a couple
of weeks,”

Throughout this, White House
aides never mentioned that the doc-
uments were being turned over un-
der subpoena—an omission that
Lindsey and other aides had no ex- -
planation for yesterday. According

water partner James McDougal,
The documents on Hale and Cap-
ital Management relate to anoth

James McDougal to make the |
to Susan McDougal as a means of
shoring up Madison's books.

Although Hale's federally subsi-
dized firm was authorized to lend
money only to “socially and econom-
ically disadvantaged” firms, James
McDougal subsequently said he |
$110,000 of the funds to purchase
property on behalf of Whitewater,
But both he and Clinton have ada-
mantly denied they ever requested
Hale to make the loan to Susan
McDougal.

As a further mign of Justice De-
partment action in the case, federal
prosecutors also recently subpoe-
naed records on Madison from the

' Resolution Trust Corp., the federal
| 2gency disposing of the failed thrift
and its assets, according to RTC of-
ficials. It was the RTC that first re-
quested a department investigation
| into Madison in September 1992,
! Earlier

House had dismissed as groundless
renewed calls from congressional
Republicans and newspaper editors
for the appointment of an indepen-
deat counsel in the case. “There are
no allegations that the Clintons have
done anything wrong. . . . There’s no
evidence to suggest they have dope
anything wrong. What's the charge?”
spokeswoman Myers said.

THE WasHincton Post Tinsstn, Loy L1994




bonda rrrices

‘Roar Back:
‘Stocks Gain

' Report on Auto Sales

Sparksa Rebound:
Dollar Ends Mixed /

TUESDAY'S . l'/

MARKETS

By STEVEN E. LEVINGSTON
Staff Reporrer of THE WaLL STREET JOURNAL

Bond prices roared back after steep
declines Monday and propelled stock
prices sharply higher. The dollar was
mixed.

The Dow Jones Industrial Average
jumped 27.30 points to 3783.90. Standard &
Poor's 500-Stock Index rose 1.45 to 466.89.
and the Nasdaq Composite Index surged
1.52 o T74.28.

The bond-price rebound was spurred by
some weaker-lhan-expected economic
news. U.S. auto sales in late December
were slightly lower than many economists
had forecast. Also, the Johnson Redbook
Service, a private survey, said retail sales
shipped in December from November.

Those economic reports suggested to
some bond market investors that first-
quarter growth may siow somewhat after a
robust fourth quarter. Many bond inves-
tors were nervous about the strength of the
economy and the possibility of higher
short-term interest rates and rising infla-
tion. Yesterday's sales reports guelled
some of those fears, at least temporarily.

“The bond market is starting to hedge
against the possibility that the first quar-
ter won't be guite as strong as expected.’”
said Donald Fine, chief market analyst
with Chase Securities. “‘But the real issue
is how much will the economy slow down
and how will the Federal Reserve react.”

Mr. Fine expects growth in the gross
domestic product to slow to an annual rate
of 2.5% to 3% In the first quarter from about
4.5% in the fourth quarter. With that kind
of economic slowdown, Mr. Fine said he
can't foresee the Fed raising short-term
interest rates during the first quarter.

After starting slowly, the stock market
followed the bond market's lead. The Dow
industrials slipped in early trading but
finished with a flurry of buying.

Hugh Johnson, chief investment officer
at First Albany Corp.. said stock investors
pul a positive spin on the weaker-than-
expected economic NEWS.

“It's not that the numbers are so weak
as (o suggest the economy is completely
losing steam.” he said. ““The message of
the market is simply that the economy if
slowing from a fast pace to a more moder-
ate. and that's good news."”

World-wide, stock prices rose in dollar
terms. The Dow Jones World Stock Index
gained 0.58 to 111.48.

In major market action:

Stock prices climbed. Volume totaled
322.5 million shares on the New York Stock
Rxchange, where 1,204 issues rose and 918
fell.

Bona prices rallied. The Treasury's
pencnmark 30-vear issue gained nearly

ne point, or atmost $10 for each §1.000 fac-
amount. 10 vield 6.34%.

The dollar was mixed. In late New York
trading. the currency was ouoted at 1.7355
marks and 112.70 ven. compared with
1.7435 marks and 112.61 ven Monday.
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CAPITAL JOURNAL
By GErALD F. SEIB

' Can Open Files
| Close the Book
' On Whitewater?

over President Clinton's connec-

tions to an Arkansas real-estate
venture and a failed savings and loan 1s
certain right now except this: The issue
won't die until more information be-
comes public one way or another. And
that suggests the White House might
want to rethink its current approach.

Al the moment, Clinton aides and
attorneys are focused on turnming the
) president’s files
over 1o Justice De-
partment investiga-
tors. and the White
House 1s engaged In
politically  tinged
jousting with Re-
publicans over
whether 1o appoint
a special prosecu-
tor. But in the long
run, both the voters’
and the president’s
interests might be
better served if the White House simply
found a way to release the Clintons'
records publicly.

It's naive to think that such a step
alone would end the controversy. But it
might be a start down that road, and ata
minimum would address head-on the
suspicions that the White House is ma-
neuvering to hide something.

The White House isn't convinced of
that. Aides see themselves as caught in
a classic Catch-22, in which whatever
information they provide won't be com-

NO’[HING ABGUT the controversy

prehensive enough to answer everyone's
questions, but will be sufficient to n-
spire dozens of new stories and launch
new investigative fishing expeditions.
The White House is fuming that it hasn't
been given more credit for agreeing to
turn the president's personal files over
to the Justice Department before being
formally asked, and therefore doubts
that its critics would give it much credit
for doing more now.

That's probably true. But given all
the iournalistic and prosecutorial dig-
ming that's going on right now, the issue
is going to linger anyway. The bigger
danger for the White House may well be
that the public gets the sense that some-
thing is being hidden.

At this point, it's a safe bet that most
voters have only a foggy notion what this
tangied controversy is all about. In a
nutshell, the issue is Bill and Hillary
Clinton's investment in Whitewater De-
veopment Co., a real-estate develop-
ment partnership with James McDou-
gal, a longtime Arkansas acquaintance.
Mr. McDougal also was the proorietor of
Madison Guaranty savings & Loan, the
failure of which is being investigated by
Justice Department attorneys.

Clintons lost their entire $69,000

investment in Whitewater. And
it's likely that the story would have
ended there if not for the fact that
Vincent Foster, the Clintons' personal
attorney who handled their dealings
with Whitewater, shot himself earlier
this year. His death, and the fact that his
office contained files on the Whitewater
investment that were turned over to the
Clintons’ new personal attorney, have
done as much as anything to rekindle
interest in Whitewater.

For the Clintons, the most pertinent
questions are whether and how they lost
their investment, and whether funds
from the failed savings and loan were
improperly used either to sustain Whi-
tewater or to pay off Clinton campaign
debts.

The Clintons' personal records aren't
sufficlent to answer all those questions
definitively. Only access to Whi-
tewater's and Madison Guaranty's rec-
ords would do that, and there is no sign
the Clintons — or anybody else for that
matter — have all the records of what
seem to have been two loosely run
enterprises. So, as White House aides
point out, release of the Clintons' files
wouldn't lay to rest all suspicions. And
releasing fragmentary information
might simply raise new questions, gen-
erate & new set of charges that informa-
tion is being withheld and further fuel a
journalistic and political feeding
frenzy.

UT THAT FEEDING FRENZY .

is under way anyway. Absut 2

dozen news organizations have
filed requests under the Freedom of
Information Act for copies of state files
on Madison Guaranty. Little Rock is
peppered with reporters chasing the
story. Eventually the information in
the Clintons' files seems likely to
emerge one way or the other.

At this point, even Senate Republi-
can leader Robert Dole says there is
little evidence to suggest the Whi-
tewater saga has the makings of a
major scandal. Ironically, one reason
the clouds have darkened is simply
that the Clintons themselves made it
appear last month that they would be
unwilling to turn their files over to in-
vestigators. “If there was an error,
it was the defensiveness of Clinton,"
says presidential historian William
Leuchtenburg. “‘He has to understand
that once he's in the White House,
there is nothing private about |his) past
ar current financial dealings.”

Tne Wnite House Knows It has to v
something to put the controversy be-
hind it. Under those conditions, letting
the sun shine in seems both the right
thing and the best thing for the presi- l

T HE WHITE HOUSE says that the

dent to do.

5
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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 Bassett 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 report" memo to top Justice lawyers on Oct. 7, 1992, Banks'’s
chief assistant, Mac Dotson, noted that the Clintons were named as potential
witnesses in the referral. Dotson wrote that he believed, based on the facts
outlined by the 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 to 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



PAGE 32
The Washington Post, January 5, 1994

investigation.
GRAPHIC: PHOTO, REP. JIM LEACH
LANGUAGE: ENGLISH

LOAD-DATE-MDC: January 5, 1994



Arkansas r'’roie Vemsity e L10iL vtas
Calls for Special Counsel Focus Again on S&L’s Links With Clintons

By Susan Schmidt
and Michael [xikoff A

Washngion Post 508 Wraary

Last September, as officials of

anything illegal. But RTC inves-
tigators had turned up evidence
mmxo Savings

" uaranty
& Loan, may have been diverted

improperly to Clinton's 1984 gu-
bernatorial campaign account and
to Whitewater Development Co., a
real estate venture jointly owned
by the Clintons and James McDou-
gal, 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 re-
quest for further federal investi-
gation. But others thought that
would be a strategic error: A de-
tailed description of activities in-
volving the Clintons had been
presented to the Justice Depart-
ment in September 1992 and had
been languishing for a year,
prompting fears among RTC staff
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case.
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history of the Madison investigation,
pieced together from interviews with Jus-
tice Department and RTC officials along
with documents from the case, suggests
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peatedly affected its progress, as investi-
gators debated how to proceed in a probe
that has such potentially large political con-
sequences.

The inquiry began in 1989 as one of hun-
dreds 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 man-
agement or possible criminality.

The transformation of a relatively routine
RTC inquiry into a political hot potato be-
gan in March 1992 when news accounts
detailed Clinton’s longtime relationship with
McDougal and their investment together in '3
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Whitewater, Those accounts suggested that
McDougal had made the Clintons partners
m a sweetheart real estate deal in return
for lenient state treatment of Madison.

The RTC quickly sent a new team of in-
vestigators to Arkansas to aid in the Mad-
ison probe, looking at, among other things,
the business relationships among

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 au-
thorities.

The Rose law firm had represented Mad-
sion 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
retamner for the firm. The plan was approved

ison. The plan was never implemented.

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

But despite these potential conflicts, the
Federal Deposit Insurance
eral agency that insures sa
deposits—in 1989 hired the
represent the government
aganst Madison’s accountin
suit, handled by Hubbell, con
accounting firm had failed to alert
son's board to reckless lending and mana
ment 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 Mad-
ison and the firm and its partners is unclear.
Hubbell has contended that his dealings
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against hiring Hubbell due to conflicts in-
volving his father-in-law, and FDIC and
RTC lawyers have been conducting an in-
quiry in recent weeks into whether the po-
tential 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 cnminal investigation by the federal
prosecutor in Little Rock.

The referral named then-presidential
nomunee Clinton and his wife, as well as cur-
rent Arkansas Gov. Jim Guy Tucker (D), as
principals 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 authonzed by McDougal, they had
stood to benefit from such activities.

The referral was sent to Charles Bnﬂpnlu
the Republican U.S. attdmey in Little Rock,
during the waning days of the Bush admin-
istration in the fall 1992. Banks already had
been stung once in his dealings wi

McDougal, having failed to win a conviction
of him in a 1990 bank fraud case and
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Department, but senior ini
Justice officials ordered that it get no spe-
cial treatment.

Many RTC referrals are never pursved,
either because the Justice Department does
pot believe they will result in a prosecutable
case or because of limited resources. A
March 19, 1993, memo by criminal division
ttorneys working on the case concluded
that the RTC referral did not "appear to
warrant initiation of a criminal investiga-
tion” of Madison. But the memo, signed by
John C. Keeney, then acting chief of the
division, left the final decision to federal

the RTC renewed its own inquiry into Mad-
ison, sending a four-member team of agen-
cy mvestigators back to Arkansas in Janu-
ary 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 rec-
ommended investigation of nine separate
matters of possible ciminal behavior, add-
ing details of new transactions and conflicts

sponded to six months of RTC inquiries
about the fate of the first referral, then a
year old. She told the RTC that she “con-
curred” with the Justice Department’s de-
cision to forgo an investigation due to “in-
sufficient informauon.”

Days later, in the wake of news reports
about the new RTC referrals and questions
about Casey's tes to Clinton and other sen-
ior Democrats in the case, Casey recused
herself from further involvement. The Jus-
tice Department announced it was sending
three career prosecutors to Little Rock to

v

conduct the invesugation.
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(wap) (ATTN: National editors)

Whitewater Probe Was Sensitive From the Start (Washn)

By Susan Schmidt and Michael Isikoff= (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 ifi 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 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
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 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 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 salid 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 inguiry 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.
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CNN CROSSFIRE Trans ript £1000
Alr Date: January 4, 1994

Battling Whitewater

ANNOUNCER: Live from Washington, Crossfire. On the
left, Mike Kinsley. On th. right. Jchn Sununu. Toenight,
Battling Whitewgter. In he crassfire, former Attorney
General William Barr; and Lloyd Cutler, former counsel to
President Carter.
MIKE KINSLEY: Geod « vening. Welcome to Crossfire.
Senate Republican leader "iob Dole wants an independent
prosccutor to look into the . y«culled Whitewater affair.
Sen. ROBERT DOL] (R-KS), Minority Leader
/NBC’s "Mect the Press ' For the President’s sake and
for the sake of the integ ity of the attorney general’s of-
fice. she should mave, & ae's wasted s lot of fims drag-
ging hor foct, and it's ti e slie nwved and uppointed an
independent counsel.
RINSLEY: Whitewater is horthand for a complez tale of
President Clinton’s and M 3. Clinton's financial dealings
with the owner of a fail d savings and loan back in
Arkansas. Hillary Clinton ‘laims there is no mystery: “1
witi bewlidered that a lusing 1nvestment is still a topic of in:
quity. I think what we suid is adequate.” But the Clintons
waited until December to t m aver Whitewater files from
the vilice of Deputy Coun .el Vincent Foster, who come
mittad suicida in Toly. The 'e juct onc aspect of the saga
that bothers skeptics The r 1b of the accusations is that as
governor, Mr. Clinton, in r. turn for financiul favers, may
have delayed the closing of nis partner's S&L, costing the
tavnavers millions, Critics ¢ 4mit there Is no hard evidence
against the Clintons, but th. y say, why not an independent
investigation? Attormey Gcieral Reno says that carcer
prosecutors in hor departms 1t arc on the case, and Demo-
crats nete thet it wos Bep iblicans who kKilled the inde-
pendent prosecutor law twe years ago, back when Repub-
licans were still in the Whit: House. Juhn?
JOHN SUNUNU: Lloyd Cu ler, the Whitewater files have
produced some very bizam : behavior out of the White
House, First Mark Gearan : ad to admit that he chose his
words carofully to mislead he press when the files were
taken out of Vince Fostr's office. Secondly,
Stephanopoulos and Eller [ p?] on Sunday said the files
were sent over, Now Dee Dec Myers has to admit that they
weren’t sent over, and now J act Reno won’t appoint an in-
dependent prosecutor ‘causc she said it won't look inde-
pendent. With that bizarre F havior as a background, why
are you here opposing The * ew York Times and the USA
Today’s for an independent p osecutor?
LLOYD CUTLER, Form r Counsel to President
Carter I've heen in fovm of un independent cownsl
statute from the very beginr ng, going back to the time it
was first passed. I think you John. in your administration
have been against it. It's a £ 1¢ irony that after you killed
the independent counsel stc ute, while your administra-
tion held the White House. N 'w vou think that we need an
independent counsel statute T we ought to appoint &n in-
dependent counse]—
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SBUNUNU: No, no. Soe, you're misreprosenting it, Lloyd.
My, CUTLER: —as soon as the other side holds the Wk
House.

SUNUNU: We said it was redundant because the attor:
general always had that regulution. We're asking the
torney general now to exercise Lhe right that Republica
always said was there and didn't need a law.

Mr. CUTLER: John—

SUNUNU: That's how—

Mr. CUTLER: —the times when an independent couns:
is called for under the statute or when an attorncy gene:
should do it on his o1 her own is when there is some o
dence of a possible criminal violation by a high governme
official, such as the President. The law doesn't even con
inta effect if there is no evidence. There is evidence,
parently, about Mr. McDougal, and there is a Justice I
nartment grand jury

KINGLEY. iic'y (e partner—

SUNUNU: So your rigmarole about a statute a minute a;
is really disingenuous—

Mr. CUTLER: You don't appoint an independent counz.
just because someone is being investigated already by tr.
criminal division and the President's name happens :
come up In the inquiry.

SUNUNU: So vou're really misrepresenting—

Mr, CUTLER: What suggestion is thera that President—
SUNUNU: Lioyd—

My. CUTLER:  Clinton or Mrs. Cliniun viviaied any foc
eral ¢riminal law? Which {s the business of the Depur:
ment of the Justice.

EKINSLEY: Let's start with that. There is no evidence, |
there, that Pousident or Mrs. Clinton violated any fedore
criminal law?

WILLIAM BARR, Former Attoyney Geoperal: Well, .
therc was hard evidence you wouldn't need an investige
tien, end that's not the—

Mr. CUTLER: What information is there?

Mr. BARR: I'm not—

EINSLEY: What evidence, hard or soft, is there?

Mr. BARR: The heurt of the ullegation is set forth by Jin
Leach, wha's been doing an investigation on this. Hardly—
I can't think of somcone who's more bipartisan on the Re
publican side than Jim Leach. Based on his investigatio:
he’s written a etory in The Washington Post where he lax:
out the heart of the allegation, and the heart of the a:
legation-—

KINSLEY: He's got the allegation. Where's the evidence
though?

Mr. BARR: Evidencc is not the threshold. It's credibie al-
legations of wrongdoing that require some investigation,
and the heart of this issuc—

Mr. CUTLER: I3 the wrongaoiny, « federsi crime?

Mr. BARR: Well, the heurt of this allegation—

Mr. CUTLER: —cven if it happened.

Mr. BARR: The heart of the alleguation is that there was a
federslly insured S&L that was pilfered inside, the way
hundreds ef were— hundyeds of such institutions were -
KINSLEY: Right.

My, BARR: —atross the country. 1 put away 4000 pecplc
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during two yeara far daing that The nilfading of the in-
stitution, the allegations & : here, that the Clintons were
part of an inner circle that ¢ irectly benefited from that and
indeed that Clinton used h 3 authority to keep this piggy
hank npen. Naw, I'm not sking a position on whether
these will ultimately prove to be meritorious, but I don't
think Lloyd Cutler can sit | ore, and T would he ghocked if
the attorney general would say, that there is not a basis
today for investigating an! raviewing the huainess ac-
tivities of the President and :he First Lady.

KINSLEY: Look, no one is igainst investigating certainly
Mr. McDougal, but even T. ¢ Wall Street Journal, which
is— the editorial page of Th- Wall Street Journal, which is
Clinton's harshest ovitic g bally, says tleiv ig no evi-
dence, not no ¢redible evidr 1ce, there is no evidence that
Clinton in any way triec to influence the Arkansas
regulators of this S&L.

BUNUNU: Lloyd, one of the yest—

Mr, CUTLER: Even if he di i, that would not violate feder-
al law.

SUNUNU: Lloyd, the best timc for a prosecutor to be
named is when you're innoce 1t. Why not deal with the per-
ception of a problem by nan' ng an investigator, clearing it
up and moving on for the sal 3 of the presidency?

Mr. CUTLER: John, if you iid that every time there was
an ordinary criminal inves-igation of Joe Blow or Mr.
McDougel and the name of ¢ high government official hap-
pened to come up, because t! e individuul was a friend or a
business associate, you w:uld then appoint a special
counsel.

SUNUNU: That was the pra tice for 12 years—

Mr, CUTLER: It was not th: practice—

SUNUNU: People made that call. People were making
that call constantly.

Mr. CUTLER: It was not t 1e practice unless some high
government official was beir ; investigated for his possible
vinlation of s federal, cvimin: | law,

Mr. BARR: [ think we're lo ing the view of the forest for
the trees. I think everyone ¢t 2 agice with the premise that
there are certain cas¢s that are so sensitive and serious
that they shouldn't be trest d es busincss as usual, und
whether you believe in the i achanism of a statutory inde-
pendent counsel or somethin 7 lesser, such as the attorney
general bringing in a quasi independent person or even
using 2 hand-picked SWAT 1 :am of the best people in the
department, something extr: has to be done to insure the
public that there's not goin; to be political fixing in the
case, that the case will be purzued vigorously, just as
vigorously against anybody :lse, no one will be cut any
slack.

Now, here's & case wherc. in order to develop it, and
these cases are difficult, on - has to blow through some
roadblocks, maybe challeng: privileges, maybe ask the
President to come before a gr ind jury, meybe ask the First
Lady to do it, maybe squece. suie of ithe President's best
friends down in Arkansas. A «king low-lcvel career prose-
cutors to do that, in my view runs the risk that we're not
going to have a thorough inve tigarion.

RINSLEY: But, Bill, isn't it ironlec. to say the least, that,
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gz lloyd was caying Sefore, swhen Republicans weie |
power, you people opposad the special prasecutor, and nc
beczuse, as John sald, it was redundant—

SUNUNU: It was redundant.

Mz, BARR: The spesial prosacutor laws—

KINSLEY: You never—

SUNUNUL: That's exsutly the srgument that wzs made
that it was redundant.

EINSLEY: Just a sacond. When jou opposed the oppuint
ment of special prosecutors, for example. for Iran-Contra.
don't remember—

Mzr. BARR: I was not there when -

KINSLEY: No, no, but when the Republicans did. You'r-
our Republican tonight. I don't remember any Republica:
saying, “You know, the Attorney Ceneral Ed Meese will ap
point an independent prosccutor who will be almost as ir
dependent.” I don't recall them saying that at all. The;
said, "No, there i& no need for it, "

Mr. BARR: [ have always said—

KINSLEY: Isn't it ironic, to say the least?

Mr. BARR: Np, it's not lronic at all, Mikc, and the inde:
pendent counsel statute is irrelevant to our discussion.
KINSLEY: Why?

Mr. BARR: Because it's a type of mechanism for bringin;
in extra help, and I have always said, and I always actec
as attorney gencral to bring in extra help. I appointec
three judges in special situation. On the Silverado matter
which involved hypotheses and far less specific allegations
than arc being made now, 1 didn’t let three relatively low-
level people handle it. I brought in the Dallas Bank Task
Force that had just put away 100 people, and I sent in an
army of FBI agents, and no one has criticized that investi.
gation, because I went for the best to assure that it woulc
be done. In this case—

M. CUTLER: [ agree with Bill that you should go for the
best, but don’t you think that's been done? This is in the
honds of & carcer eriminal division fellow, originally ap
pointed by a Republican president, you told me outside, us
a U.S. attorney and who then went into the carcer service.
If it becomes— and the President, before the Justice De-
partment asked tn see his files, has offered to turn over his
files.

Mr. BARR: No, [ don't think—

Mr, CUTLER: If more needs to be done as we go ulong,
more will be done, but before you appoint a so-called spe-
cial counsel, which everyone will associatec with the Ei
Walshs and thc other independent counscls appointed un-
der the statute, don't you have to at least get to the paint
where you think you huve a basis for investigating whether
a high government official, here the President, or possibly
even Mrs. Clinton, violated a federal criminal law, and |
haven’t heard anybody suggest that.

SUNUNU: The argument—

Mrx. CUTLER: What you mention—

SUNUNU: [t's been suggested that thcre were crimina
mattcrs to be investigating in the savings and loan—

Mr. CUTLER: Involving McDougal.

SUNUNU: Nobody agking that—

Mr. CUTLER: And that has happened.
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SUNUNU: —anybody In particular be investigated.
They're asking that the who » matter be investigated.
Mr. CUTLER: It is being investigated by career prose-
cutors. .
M. BARR: Look, this case- -
SUNUNU: RTC said that therc was a possibility of
criminal violations in the sa: ings and loan matter.
KINSLEY: Bill Barr— o
Mr. BARR: It's exactly lii¢ a case that came in your
watch, the Paul Curran [sp? matter. There was an allege-
iivn that Bert Lance, 88 tne head of tha National Bank of
Georgia diverted— sent mcney— lent it to the Carters’
business, the peanut—
KINSLEY: Right.
Mr. BARR: —for a warciwuse. The statute was in-
applicable. So there was n¢ statute to rely upon. Griffin
Bell appointed the Republic .n U.S. attorney=— former Re-
publican U.S. attorney—
KINSLEY: Sounds just lik what Clinton— Janet Reno
has done.
Mr. BARR: A Republican for mer U.S. uttorney-~
SUNUNU: The apecial invex igator.
Mr. BARR: —who was not i 1 thc department at the time,
who— the Southern Distric of New York, who was well
known at the time, had a lot ,f atature, and he conducted &
seven-month investigation. * ow, T think Lloyd would have
to agree with me that—
SUNUNU: And found nothir 3, and that's important.
Mr. BARR: I would think L oyd would have to agree that
the allegations that were viade tying Clinton [sic] per-
sonally into that were far lot 3 specific than the allegations
that are being set forth now,
Mr. CUTLER: Oh, no, they were much more specific. To
begin with, Griffin Bell had 1 problem because he and his
partner Charlie Curbo [sp”] in private life in the Keynes,
Spalding [sp?] law firm wein the personal counse! for for-
mer President Carter,
SUNUNU: Let's not debate t 1@ Carter one.
Mr. CUTLER: So he had & g :rsonal conflict of interest,
Mr. BARR: Was there evide; ce—
Mr. CUTLER: Second, the : llegation was that the money
loaned to the Carter warel: use before the cloction was
rcally an illegal campaign ¢ ntribution and that the pro-
ceeds had been usod to financ —
SUNUNU: Lloyd, we've got t break here—
Mr. CUTLER: —the campa ¢n. It had involved high gov-
ernment officials.
SUNUNU: We've got to bre: k here, We'll be back, as we
continue our investigation ¢ ' the possibility of a special
prosecutor,
REPORTER: Do you susport the idea of naming of
special prosecutor for thc— to investigate the
Whitewater affair?
Pres. BILL CLINTON: [ hove nothing to suy about
that. I've said that we"e tumed the records over.
There's nothing else for m- to say about that.
[Comumercial break]
SUNUNU: Welcome back to Trossfire. The White House's

Christmas wish was for the Vhitewater savings and loan
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story to go away, but it still lingers on. Republicanx have
been calling for a special prosecuter to investigate wha:
really bappened in the Arkansas S&L land investmen:
deal, and pressure is mounting for answers. With vu:
tonight to discuss it is Lloyd Cutler, who is forma
counselor to President Carter, and William Barr, forme
attorney general for President Bueh.

KINSLEY: Bill Barr, let's return, if you don’t mind, to th:s
question of possible Republican double standards on this
question of independent prosecutors. Now, the cusc ugains:
Lawrence Walch the Irgn«Contre prosacutor, wee ther he
was out of contral, it went on for years, he wasted millions
of taxpayer dollars, he brought unfair charges, and this i
what heppens when you have independent prosecutors
What's to stop that from happening if there's an independ.
ent prosecutor of the Whitewater case, if indeed that was
what happened?

My, BARR: Well, if the attorney gerncral appoints the pros-
ecutor, then the attorney general could pull the plug on
that prosscutor if there was sufficicnt abuse, but it would 4
tremendous political difficulty—

KINSLEY: It's cxactly right.

Mz, BARR; It would be a tremendous political difficulty o
do that.

KINSLEY: That's the problem. That's the part— you can'™
have it both ways and say, on the one hand, it's just #s in-
dependont as if there is a truly independent prosecutor, 5
you don't nced the law, and on the other hand, there would
bo— can't be fired—

Mr. BARR: Mike, you're making the perfect the enemy of
the good. Having low-level government people, and they'i«
good lawyers, I'm sure. Technicully they're good lawyer:
and they'rc dedicated people, but having them, expecting
them to make decisions about whuther to call in the First
Lady, whetker to challenge a privileged claim and so forth,
that's unfair, und that's unrealistic, and we don’t need—
KINSLEY: Are you—

Mr. BARR: We don't necessarily need the full-blown.
statutory, perfect, in your view, independent counsel to im.
prove the situation.

Mr. CUTLER: Or a special counsel for that matter. Look
what happened when you appoinred Judge Lacey, lsp?] &
very fine Republican former judge, as vour special counscl,
rather than appoint a statutory independent counscl in or-
der to look into the so-culled Iruq.gute affair, whether Bush
administration officials had donc something criminal tc
cover up Iraq.gate, suppart for Iraq.

Mzr. BARR: Some people made—

Mr. CUTLER: Judge Lacey, who iz a fine man, and as far
as | know wrote a fine report, wus immediately criticized
by Bill Safire as having been appointed as a friendly, sup-
posedly, speciul counsel.

KINSLEY. But, Bill, would you—

SUNUNL" Lloyd—

Mr. CUTLER: And that's exactly what The New York
Times said in its editorial.

KINSLEY: -—gwear that if this was a Republican adminis.
tration and a Republican White House und 4 Ropublican

first lady, and there was some talk about subpoenuing the
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fivst lady on the facts that are now available that the Re.

ﬂ?wm' wouldn't be scre ming and yelling prosacutorial
use?

SUNUNU: I wouldn’t swe. r that the Democrats would be

screaming and yelling for t .is kind of a prosecutor.,

Mr, BARR: Look, it doesn' advunce—

SUNUNU: You've seen it.

RINSLEY: Ty would, _

SUNUNU: They would, we ildn't they?

KINSLEY: There's a doubl : standard on both sides, but at

least the Democrats are sa; ing, uppoint— have & law—

SUNUNT: Michaa!, vour good frionds The New Yort

Times and USA Today in a:. cditorial are asking for this.

Mr. CUTLER: And they w: uld have a counsel appointed—

SUNUNU: Your good frien: s.

Mr. BARR: Talking about double standards and making

the point that probably pet sle on both sides, to one extent

or another, have political r .otivations doesn't advance the

hall. T think The Naw Yo« Times editorisl this morning

was right on point. Let's p 1t poliries aside and let's view

and what's right in this ca: & is to provide some assurance

that there's going to be a -igorous and fajr investigation

done, and if Janet Reno w: re to appoint a sitting U.S, at-

torney, for example Mike C rernoff Lsp?] up in New Jersey,

who's one of the best in th. department and known to be,

wha they have kept on ug : U.S. artorney, I'd go up to the

Republicans and say, stop “he hoot and the holler, the job

will get done, and that's a g ting person.

SUNUNU: Lloyd, Bill Barr sefore the break—

Mr. CUTLER: Could I ans -er that?

SUNUNU: You can answer tin the answer.

My, CUTLER: All right.

SUNUNU: Bill Barr, before the break, guve an explenation

of why you ought to appo at an independent counsel to

show that there is nothing wrong. That parallels almost

cxactly Janet Reno’s own estimony beforc the Senate a

few months ago. Now she's 1 eversed her field. What kind of

pressure was put on Janet Reno, the attorncy general, to

thange her—

Mr. CUTLER: John Sunu .u, if you think that pressure

can be brought on Janet !leno, vou'd better talk to the

people who are now in yo ur former chair in the White

House.

SUNUNU: Well, then what nade her change?

Mr. CUTLER: Janet Reno s, with all due respect %o Bill,

who I think was a very :idependent attorney general,

Janct Reno is the first attor .ey general since Nick Katzen-

bach and Ed Levi, and that ; oes back, 25, 30 vears at least,

who has eonvinced the publ ¢ of his or her total independ.

ence. Let's see if I can ma. . some common ground here

with Bill.

KINSLEY: Not too much, W) don't like that here,

My CUTLER.: 1 agvee tha: this case, bocause the Praxi-

dent’s and Mrs. Clinton's a: mes have been mentianed, in-

volves— should have some :pecial handling. I think it is

getting special handling. Th 're is a grand jury. There is a

criminal investigation of ‘ha RTC charges ahout Mr.

McDougal. The persan selec =d to run that is a Republican
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carver prosecutor, originally uppointed U.S. attorney by
Republican. There are people ubove him in the line at ¢.
Justice Department. If {t's necessary to question either
the Clintans or to see their documents, you know th
theye guing to be made available.

SUNUNU: In that scenario—

Me. CUTLER: And if at some point, and it certainly has:
happened up to now, there is some Indication warranti:
fathor investigation thal either of the Clintons hus
might have violated a federal ¢riminal law, that might !
the time to appoint the special counsel.

SUNUNU: How about if there's an indicatioin of & pussit
violation of & state law?

Mr. CUTLER: A statc Jaw would not trigger—
SUNUNU: Because he's now a sitting president.

Mr. CUTLER: —not trigger the independent couns
statute and should not.

SUNUNU: It's not the statute we're talking about.

My, CUTLER: And it shouldn't trigger—

SUNUNU: Wa're talking
general

KINSLEY: The attorney generil can't investigate viol:
tions of state laws, John.

SUNUNU: The attorncy general can name an independe:
investigator—

KINSLEY: I defer to the counse!l for your side. Isn’t th:
correct? The attorney general van't investigate violations ¢
state Jaw.

Mr, BARR: That's true, but herc a violation of state lu
would probably also entail a viclation of federal law.
KINSLEY: Well, that— go ahead. Well, that brings up
point 1 wanted to ask you about, the merits of this cas.
This Madison savings and losns owned by this gu
McDougal, their business partacr, clearly was allowed :
Yernain open way too long, and state regulators may hav
fallen down on the job, but surely federal regulators fe
down on the job. too. The feds could have shut the pla:
down, too, couldn’t they?

Mr. BARR: The feds were trying to shut it down and wer
advising eurtailment of its uctivitics. That's my unde:
standing, according to the newspupers—

Mr. CUTLER: The only thing I sce—

Mr. BARR: And it was in the face of that, the feder:
determination that it was an unsound and unsafe instit.
tion that action was taken to keep it apen, and I think ths
there ure spccific allegations sbout the role that the formc
governor played and-—

KINSLEY: There are none that I know of,

Mr. CUTLER: There ure none that I'm aware of.

Mr. BARR: There are people who say that he deliberatel;
salected that particular regulator on the advice ¢
MeDougal.

KINSLEY: There is no—

Mr. RANTG [ just want thyough 20 peges of speeille ulleps
tions and newspapers. There's a lot of allegations—
KINSLEY: There's a lot of allegations, but there's no ev:
dence. T could allege that you had something to do with it
you kunow.

SUNUNU: Lioyd—

virsht af tha atrais.
------- - “B..' e Al VEVRWA MW
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My, CUTLER: The Wall St et Journal Bible of—
Mr. BARR: My documents iaven't been requested by the
Department of Justice on t .is case. Now, why is the de-
partment requesting to rev sw all these ‘documents? The
bottom line—
Mr. CUTLER: They haven't as far as [ know.
SUNUNU: Lloyd, do you w: nt to predict whether we will
get to an Independent prose: itor?
Mr. CUTLER: I predict tiat the independent counsel
statute will be repassed an: that the Republicans, led by
Bob Dols, will get it repass:d so that they can invoke the
provision that allows the Re .ublicans on the House or Sen.
ate Judiclary Committee t0 ask for an independent
coungel—
KINSLEY: OK.
Mr. CUTLER: —eand put  anet Reno to the point where
she must respond to that cla m.
EINSLEY: Cot 0 out yn off Thanke Llayd Cutler.
Thanks, William Barr. John and 1 will have & couple of sec-
onds in just a moment,
[Comunercial break]
SUNUNU: Mike, you don't need to pass law when one's
not needed, Janet Reno ha: the authority to appoint this
Mad of wu investigator. Cha aught to do it
KINSLEY: John, the iron: here is, {f the Republicans
hadn't been so stupid and a' rogant two years ago as to kill
that rpacial prosecutor law. hey themselves—
SUNUNU: Mike—
KINSLEY: Bob Dole himsel —
SUNUNU: Even with  Der ocrat—
KINSLEY: —could invoke « special prosecutor, You guys
thought there would never be a Democrat in the White
House again.
SUNUNU: Mike, even wi b a Democrat in the White
House, I think the law is a L ad idca.
lt(']NBLEY: Why is it a bad !dea if it's redundant? You sey
it's—
SUNUNU: Because what t does is create situations in
which people use it misch wously. The attorney general
has the right to do this. She ought to do it.
EINSLEY: I agree she oug it to do it. but an independent
prosecutor would be truly adependent with a law. From
the left, I'm Mike Kinsley. C ood night for Crossfire.
SUNUNU: From the righ , I'm John Sununu. Join us
again tomorrow night for ar sther edition of Crossfire.
RINRLEY: PrimeNews is ext. [lsre’s Barnard Shaw to
tell us what's coming up. B nie?
BERNARD SHAY, PrimreNews: Thenk yon, Micheel
Coming up at the top of th hour, much of the East Coast
is being hit hard by snow. ¥ ¢'ll give you the latest on flight
delays and travel informs ion. And a Cealifornia woman
suffering from leukemia 44 s it came from a nuclear plant
where ahe used (v wurk. Th 6@ stories and more just ahoad
on PrimeNews.

Copyright © 1:94 by Cable News Network, Inc.
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CLINTON RIDES IT oOUT

By Jack W. Germond and Jules Witcover

WASHINGTON Now that the dust has begun to settle, it appears that
President Clinton is going to ride out the storm caused by those state
troopers in Arkansas who claimed he used them to facilitate extramarital
dalliances while he was governor.

Lacking any confirmation from the women allegedly involved or any further
and persuasive particulars from the troopers, the story has faded off the
front pages and remains alive only on a few talk shows. As was the case with
the Gennifer Flowers episode early in the 1992 campaign, the voters seem to
have decided the accusations are either insubstantial or irrelevant. -

When the troopers first surfaced, Hillary Rodham Clinton complained
bitterly about such allegations being made™during the Christmas season. In
fact, however, the timing seems to have been fortuitous for Clinton. Because
he has been on vacation, the president has been somewhat insulated from the
daily badgering of the White House press corps. And because of the holidays,
most Americans have been far more concerned with their own lives than with
another round of bickering over Clinton's sex life.

And now the president is about to take off on a trip to Europe and Russia
on which the issues will be quite different from anything dealing with his
personal life.

The White House strategy in dealing with the charges has been both clever
and remarkably effective. The accusations were denied heatedly by both Hillary
clinton and Bruce Lindsey, the personal adviser closest to the president. Then
clinton himself took the position that the questions all had been answered and
avoided dealing with specifics

except to deny that he had offered troopers federal jobs in exchange for
their silence, the one charge that might have involved violation of law on
his part.

Meanwhile, lacking any fresh nourishment, the story began to fade,
particularly after it became clear that the troopers were working with
a Little Rock lawyer, Cliff Jackson, whose longstanding personal enmity toward
his onetime friend Clinton has been well established. The result was that many
of the most salacious details never were passed on by most of the press, which
has become increasingly sensitive to complaints that it sets its standards on
what it will print or broadcast using the lowest common denominator.

The White House also has been helped by the reluctance of the Republicans
to try to exploit the personal charges. They, too, have learned the lesson of
the 1992 campaign that is, that voters are far more concerned with such
issues as the future of their jobs and health care than perscnal peccadilloes
of their leaders.

The same reluctance does not apply, however, to the questions about the
Whitewater real estate deal in which the Clintons were involved with a friend
who ran a savings and loan that later went belly up and cost the taxpayers
some $60 million. And in this case the guestions are legitimate enough by any
standard so that the press is not likely to be afflicted with the ambivalence
evident in its handling of the troopers' charges.

One gquestion is whether state regulators were too lax in overseeing the
savings and loan and, as a result, too late to head off the collapse and
consequent public cost. Another is whether the company was involved in helping
finance a Clinton campaign for re-election. And another, perhaps the central
issue, is whether Whitewater was a sweetheart deal for the Clintons, who to
the contrary have reported the failure of the real estate venture cost them
$60,000.

None of this suggests, however, that Clinton has totally escaped political
damage from the state troopers' charges about his personal life. It is
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apparent, for example, that some voters haven't entirely swallowed the
denials. As both a candidate and president, Clinton has always had something
of a credibility problem, and this case is not going to make it any easier
for him to resolve doubts in the electorate that may have formed with his
handling of the issue of his draft history while running in 1992 or as a
result of his abandoned campaign promises conce in office.

It also would be naive to believe that his Republican challengers in 1996
won't be using the ~~“family values'' issue as a way of recalling the
controversies over the president's personal life. At the very least, his
critics on the Far Right have fresh ammunition they won't be hesitant to use.

But, for the moment at least, Clinton seems to have dodged another
political bullet.

(C) 1994 TRIBUNE MEDIA SERVICES, INC.
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Denver man tied to Clinton land- deal probe

LYONS: Ala g!anc

lon odministiation on the In-
terotional Fund for lraland. Ns

Ha lives in Gham,r Iilis Wll.lm

o _ _

of Bl ond Hillery
; Clinkon. A 46-
m ar-old speclallsl In banking and
1 litigation, he was appoint- -
taber to repiaaent the Clin-

purposa Is Lo 1nd ways lo end soo-
Laulan viokence n Noathorn lreland.

Congressional Republicans

‘| say allorney. whttewashed
‘president’s mvolvement

By Joln Brinkley

| Rocky Motuniaiss News Washivglon Liurmu

WASHINGTON —
Congresslonal Repub-
licaus are accusing
Derver lawyer James
Lyons, a [riend o
President Clinton's, of NATION
unrﬂcdnu o whilewnsh of Clu-
ton's role in a conlroversial venl
estile deal while governor of
AdlGinans.

AL the request of Cliston and
first Ly Hillaey Rodham Clinton,

e R "AN . . W _ .

Lyouns In March 1992 reluined a

Denver‘accounting frm (o cxanr-
role In the ven-:!
1 I.nq}; and loan,

lne I.l'p gpumm.

'1 he firm, l’auo.ul McCarlliy and
hnaodatea, oduced n 2%-page
report that lved the Ciintons
of any improprieties withcut ad-
dressing most of the major ques-
tions about thelr involvement in
tha real estate piartnership,

Rep. Jin Leach, R-lowa, the
scniorr Republican on the House
Banking " Commiltee, has been
quoted as calling the report “ridic-
ulous.”

His apokesman satd Tuesday
thal connmitlee Republicans would
examine Lyons’ aclions on behalf

of the president as part of a broad
Investigalion of the real estate deal

aud the filuce of an Arlr.m:elw pav:

'We're seeking docmnunle. in-

terviewlng people, trylng to get o
good plcture of all the aspects of 8
fallure of a thrilt that lost more
than 40% of its nssels,’ sald the
spokesinan, Jue Pinder.

He was referring to Madlson
Guaranly Savings and Loan, whose
failure cost tnxpayers a reporied
$60 nillion.

Madison presidenl James
McDougal, McDougal's wile, and
the Clintons formed a real estale
partnership culled Whitewalar De-
velopment Co. Whitewater made a

number of suspect real estate
tleals, which are not mentioned in

he! report that l.wlw compunlg-
‘. reioned.

House Iiepubhcmm are also -
vestigating ‘whether McDuougal's
thrift improperly transferred mon-
ey 1o Whitewaler or to Chnlon's
1984 gubermatorial campaign.

The nccounting firm, now
naned Patten, McGee aml Asso-
clates, dechived o discuss the re-
port. It referred questions (v Ly-
ons. Phone calls to Lyons’ oifico
and bome were nol relwned.

A Banking Commiltec slaffer
sail the commiltee’s Nemoeratic
majorily was not interested in pur-
suing the Whilewater case,

le 6 01 T T T
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Speclal counsel is needed

The polilical world truly has turned on
its head when Washington Republicans are
clamoring for the appointment of an inde-
pendent counsel while Democrats strain to
explain why one is unnecessary. For those
not blinded by partisanship, though, the
controversy over President Clinton's Ar-
kansas banking and real estate deals re-
guires the scrutiny of an independent coun-
sel for the same reason Watergate and the
Iran-Contra scandal did: The integrity of
the presidency demands that no administra-
tion, Republican or Democratic, be placed
in the position of investigating itself.

Unlike Watergate and Iran-Contra, the

 allegations surrounding President Clinton’s
Arkansas activities do not touch on funda-

mental constitutional issues. However, the
allegations do place the administration un-
der a cloud that cannot be lifted without a
full, independent inquiry.
+ The controversy centers on President
and Mrs. Clinton's tangled relationship with
James McDougal, an Arkansas savings and
loan executive who ulso was the Clintons'
partner in a real estate investment compa-
ny. McDougal's Madison Guaranty Savings
and Loan bailed Clinton out of a $50,000
debt, money Clinton had borrowed from
another bank and transferred to his guber-
natorial campaign. The Clintons and many
of their political associates g:ﬁ:ed in other
ways from their ties 10 McDougal
Madison Guasauty eventually went bel-
ly-up, resulting in a $60-million federal
bailout. Critics say then-Gov. Clinton and
the former Madison Guaranty lawyer whom
he appointed as thc state's to'ge
regulator were, at bust, lax in their over-
sight of McDougal's many dubious enter-
prises. Jim Leach of lowa, the respected
ranking Republican on the House Banking
Commuiltee, goes further. He says Madison
Guaranty scrved as “a private piggy bank
for insiders and the Arkansas political es-

tablishment” — including the Clintons.,

If this were simply a rehash of stories
dating back to the president’s days in Ar-
kansas, it might not warrant an outside
investigation, There has been no document-
ed charge that Clinton committed any
¢Tme related to his dealings with McDou-
gal, and the original accusations don't bear
on his conduct since becoming president.

However, one i t element of the
story does lead directly to the center of the
Clinton White House. Administration offi-
cials acknowledged last month that White
House aides removed files related to the
Clinton-McDou “ﬁ“l partnership from the of-
fice of deputy White House counsel Vincent
Foster in the hours after he committed
suicide. The president belatedly promised
to tum those files over to Justice Depart-
ment investigators, but their suspicions
removal makes this case both more serious
and more current.

Attorney General Janet Reno, whose
department is investigating the cue. ar-
gues against appomtmg a special counsel
unless Congress revives the I t
Counsel Act that expired in 2. Her

position has merit in a techmul senge; 3
apecal counsel chosen by Reno would not
have the same autonomy as a con, ion-
ally mandated, court-appointed indepen-
dent counsel.

However, that is not the choice current-
ly facing Rerlo Surely she undetstmﬁl that
a respected counsel of her own
d - mlﬁrﬂ: ir:l:glre public confi-

ence the on ouse invelt.ip-
tion possibly can. case does not affect
only the president’s credibility, Reno's in-
dependence and the integrity of her Justice
Department also are being put to the test.
She should place and Justice at
arm’s length from thjs mmmm Andif
the pr t has nothing to , he will .
encourage her to do so. ° '
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HE NEW ELEMENT in a yearlong “whither
"NATO? debate is the sharpened semse of
" potential peril emanating from Russia’s turn
d an aggressive, extreme nationalism. The turn
is evident

invasion or direct intimidation in the
pressure, political and atmospheric, in the

age of the West. They want to enter NATO.
Until now the United States has discouraged any
thought of extending alliance ip and secu-
rity guarantees to the east. Instead, Washington has
offered a gauzier “Partnership for Peace” that would
deepen consultation and fashion links of training,
logistics and so on. Part of the American hesitation
arises from a reluctance to take on new security
duties at a time of shrinking budgets and public
support. A larger part springs from a judgment that
expanding NATO would provoke Russia’s national-

Expanding the Alliance

ists and dispirit its reformers. Friends call this a
“Russia-first” policy that recognizes the American
stake in assisting a country of permanent strategic
heft. Critics see it as a “Russia-only” policy that
aggravates the very tensions it was meant to ease.

It is in fact essential to serve the American
interest in bringing along Russia, But it is no less
necessary to advance the American interest in
consolidating democracy in a slice of Europe that is
not burdened by Russia's 1,000 vears of difficult
history and that is eager and demonstrably ready to
join the West. Of course care—continued care—
must be taken to broaden economic, political and
even defense cooperation with Moscow to match
Russia’s centrality in American strategy. But at the
NATO summit (Mr. Clinton’s first) opening Monday
in Brussels, the president needs to flesh out his
partnership offer with assurances that states meet-
ing agreed standards of democratic competence and
mulitary fitness can expect NATO membership in a
specified time.

-People are likely to look back on this moment as
one in which the United States had the opportunity
to break through to a legitimate new post-Cold War
mission in Europe. It would be a large mistake to
subordinate the extension of democracy to an overly
solicitous reading of the Moscow scene.

Yes to an Independent Counsel

HE ADMINISTRATION has taken the po-

I sition that there’s no need to name an

independent counsel in the Madison Guar-
anty Savings & Loan case. It argues that the
investigation is safely in the hands of career Justice
Department attorneys, that the president and Mrs.
Clinton are ing fully even though not direct-
ly involved and that the attorney general has no
current power to appoint a fully independent counsel
anyway.

We think that's wrong—that, murky though most
aspects of this case still are, it represents precisely
the kind of case in which an independent counsel
ought to be appointed. We say that even though—
and this should be stressed—there has been no
credible charge in this case that either the president
or Mrs. Clinton did anything wrong. Nevertheless, it
is in the public interest—and in the president’s as
well—to put the inquiry in independent hands.

Madison is the Arkansas S&L whose failure cost
the federal government an estimated $47 million and
whose owner, James McDougal, was a longtime
political and business associate of then-Gov. and Mrs.
Clinton. Mr. McDougal, his wife at the time and the
Clintons were partners in a vacation real estate
venture called Whitewater Development Corp. Crit-
ics suggest in retrospect that Madison was loosely
regulated by state officials while Mr. Clinton was
governor. At the same time, federal S&L investiga-
tors have suggested that Madison funds may have
been improperly diverted to Whitewater and that the
Clintons could have been among the beneficiaries of
the diversions, though there is no indication that
they were aware of any such tramsactions. Mr.
McDougal also helped Mr. Clinton retire a $50,000
campaign debt in the mid-1980s, and questions have

been raised as to whether some Madison funds were
used for that.

The Clintons say they did nothing wrong in
connection with either Madison or Whitewater. They
describe themselves in the Whitewater instances as
passive investors who ended up losing some
$69,000, though they have never claimed such a loss
on their tax returns. They claim as well to have been
entirely forthcoming in the affair—but then it turns
out that White House spokesmen were not entirely
forthcoming with regard to a Whitewater file in the
office of the late White House deputy counsel
Vincent Foster. The file and other papers are now
going to be made available to the Justice Department
investigators—but still not made public.

There are other loose ends with regard to the
Madison affair. It's a complicated business that
neither can nor ought to be dismissed. It’s true what
the White House says—that the Republicans now
banging their spoons and calling for an independent
investigation spent the 12 preceding years, when
they controlled the executive branch, denouncing
such investigations as encroachments on executive
prerogative and a breach of the separation of pow-
ers. It’s true and it doesn't matter.

Nor is it protection enough to say that the
investigation is in the hands of career attorneys. To
whom do they report? Who clears and vouches for
their work? Two presidential appointees in the
normal chain of prosecutorial command have already
had to recuse themselves. There is no way even
under the best of circumstances, which don't exist
here, that a Justice Department in any administra-
tion can conduct a credible investigation involving a

president to whom it is ultimately responsible. That's |
what's at issue in this matter—and why an indepen-

dent figure should be named.
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But Clinton documents to stay private under subpoena
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Lus of 8 subporan,” e statommomi sand Py raisit
o Mr. Krndall's roquont, 2 sihpocwn wi sorv 01
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Frieda Nordahl, 83, of Floral Park, Active in Community

18y Tuny Schaeller
AT W Y

Foivwtn Nonbald 1 of Plonal M'ark
S BT T TN T P e
Oeiations, ded of 8 o sllock
Kby at by heome

Mra Nanddni had ivew i Ploral
Park sonex 1 ollier gnmnng up in
Mounbtion wid Bnakiyn, AL g TH
whe pzralvaient Tromi Akt Unimrse
L an dimmaen Uy, wotl dageoum wi by
iumste e founenl planming Ko
W wg oy sudng chnusly &
Adetpdi

Mrw, Norahl ales hod an extsive
saimnnl ok eegind, hanng st wed
dtms for 1T woors o e fur LS
srorm ab e dudbmend Seberd i Man.
Bottoun. M st wannnt o Ui rlir -l
dha Preceronie e Ul e Clarvken
Paow w47 messrw ol b bl s
Gammal ol la Cpnmvgan Codaxinal of
Bl I awrretend Uwere Al 3 ghald sbe
Ao Wiy s ey oo peliln e

LT T O T T o P
fnang eidad Wiy Lvsune ol
cie Loap inland Soelety of lulorus
wnal Cavtied Fiaansal Manners
end ol the Kesh Shome Chapler.
A werean Asamnien of Unirenwly
Mo tn ety alig ooy W -
L vamtannal Moanl of Slendank amd

1ometiven e Uerlifiusl Finnwel

Dr. Robert Hochstim, 67, Radiology Director

Funeral servmum wory W b bobd tndmy for 1) slolwaesd st the hospilal ot Maxwell Air Foroe

Plonuwrs
Mr Nordnhl wne a post prosidont
el il swsber of e Froml Pork
Wonuw's Llub aod & svaoper of Uhe
I'ressdenis Liub of the Women s Club
Foderwon of lung lsland She be-
wuged b the Fillerwet Givie Assoo-
s, Nowaauw Couniy Federation of
Ragmidvliain Wonnem nnl Uhe moig R
pubinnn Party.

M Nunlshl wna the wdow of
Hownnd W Nordah), fnewner supcrine
winkink of the Scwannaka Concrul
Tligh Suchool Lhsunct. They bad been

82 years when bo dicd lo

1
“This renlly wns & wory nnue
wumu,” Mrs Nordahi's dougliter,
Auverty Austin Knapp of Shalburne,
VL, mud pesiorday. “Sla was a whis,
5120 had @ smund that wne e sharp. Al
Adetphy ahw g sl A's. She dnl
hor own investing. A Lhis waninn
ot almost B4 boukod ulaud 61" She
edded Lhat it wus difficult bo grt Mo
Nordahl away frum Flural Park for
visza 4o bar i Mrs Norduid's othe
er doughter, Karen Tiffany of

Necnah, Wis. breiuse of the many
close [rendships al home she en-

prped. “Blwe lovert her fricndis and ms

Tused W uwve,” Knupp sasl

In addditiun o bhor daughler, Mre
Nordahl s survived by & Brutber,
Frank Lovschuer of Boynton Reach,

Fin.: mx grandchildren; and wwe
wrvat-grandehildron,

A mervne sos scheduhad for 1) wn,
todey i tho Unised Methedial
Charehs of Puoryi Pork, with burial in
Naaau Ksolis Cemetary, Port Wash-
agton.

Linda Johnson, 23, Killed by Car After Fight

Punermi servocee will be held ke
s fur Livicks Julinsen wine il
Soturday fram snguies she sulTered
un New Year's Eve, wioce $he waa
run weve by 8 oo in Frocpect follow-
g @ prnifie dimeing,

Mu Julinson, &, grew up i Free-

Eradusied wikle hunues Gom
F:lw-l ILgh Bulesd in 1988 wed
WO 041 40 03 AR Stexaale's degh
in busmnve sdminicboution from the
State Colleye of Tochnotgy nt Fane-
inpdule Ble thon puned the Navy
and, bk U b of b dodth, wes on

lmnhnlhe-vdh-mﬂuﬁ
Lm, Galid, =

Acrerding Lo pulice, Ma Johmean
w3l 8 pasonger i 8 e doven by
hor wisicr, Sandrs. when Lhe twe had
n noar golluson with & e drivwn by
Natalie Harra of Frevpurt. When
both weluckm pulbd up ot o Lrullie
Light, shalusnon gt gl and grt into &
heated argument with Harns —
who, polios mid, drove ol with Jubie
son ehingug o hor ew, Jobnson wos
dengred 76 Lo 100 feet, then sulTered
erieal injures wisn s fell boaih

the gar,
A palice Lnvvrd igal im i comdinusing:
M. --lll!lﬂ“ ] ﬁll'"m ik

wood; ber Lalar, f»ﬂ-. aof [lempe
whomad: Mmd e bl b aeel s e,

A wakg will be held bmight fnm 7
tn @ sl the John H. M.ore Funeral
Tlume, 150 Massau K4,
Funeral servieed wili be Lomtrrew &l

Tuderet o [l tudon, b of Use rachobogy des
patuen uk Swiih Naomw Communion Devig
Lk, whwe edwet o hiw shecp Monday, fe won 67,
Aluchimn, w wignne Rochvdle Cenure man
denie Nirad pussnd i e Ohanirsice haepital in 1960 ne
nn pamelond rududog st wud sulsegueatly sperd
s el thnvdnwhﬂm; Afer being named Lo
T v 125 Drwpriand s Ll r-lni:ll
1 LG, e mervet fie wemlitoctor sod ehied of rml
sy frwmn BPTU s 1900 el Uhews bewmane diroctor
ool e racthlugy depurtmend in 1IN,

Ant advorste of modvrn mindicel eywpment,
=t pe Uer CAT prairner aad binetr scockerabir,
r Hoheum siso woe p p!m for 1e mrqum
tion e was deseribed by colicagries as "uu

g ight™ im the deveiopmont and moden-
e

Fane sn Munigomery, Als., from 1901 tn 1963,

tu 1971 Dr. Hoctwtun wa named o
uwe Leng Laland Radwlogienl Sccicty. thy ho
liad scrvsd as & mombor of the exrcutive commit

Dr. Hoshszim served in the Nawy in World Wor
1 After weosdunting frem Uniga Cadleyge i Roben.
wtwdy and Albnay Medial College, he received &
captain & arnustan i he Air Forve end wos

ha deughler, Nina Coriey of Simetnry, Conni  was sciance Sunday in New York, ls
wid & ermmkbaoglius Tiadalon," “The Tor
Pu mrvics wre to Leke place st 1 pou  ror From the Hille" *“Joha [T
twday st Claylum & Forlull Fuseras flome, 20 tive,” “Mars js My Destination.” and "It Wae the Doy
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Renad § Fistion, Short & i Mike ‘thye
1o ey of Mowsrs, the family has requestad do-  tory Mngarine. A loagtime (riend of author HP. Leve-
Rt be mods in Dr. Hochetim's to m-ﬂ.l(r.hnl: » brugmphy, *]lowand Phil
Bouth Nemsaw Communities mn-u, 2448 Lomxruft. mer on the Nw Bide.” in 1970
NY.1 lc.bmmllpﬁhmmmm
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From Boston Globe Page 3

Ulin on setio g've 1 pla df es oday

By Jobn Alovsus Fasre
GLOTL STANF

WASHINGTON - President Clinton 1s

| "8G 1 Celiver Gocuments on i Arkansas iand
=eaitatre US Justice Department today, aiter ris
Siver suuent a federai subpoena 1o ensie that
SOV W De Kept zecret.

: T i a brer statement 1szued by Bruce
- .08V, 3 senior adviser o the president. a!,
L nton’s reenrds oo the Whitewater Deveiopment
' “IT. W be delivered to the Justice Department by

#o
wale om,

. Clinton volunteered the papers on Dec. 23. but a
“™ite House anncuncement on Tuesday that the
“civery date mignt be delayed for a few woeks as
des searen for revords sparked Republican charges
 foot-dragging and a possibie cover-up.

Lindsey annourced yesterday that David E.
Sendall, a anver witk Willkams & Connoily, wai!
zon daivenes trday. The boxes of docwr.ents w be
Jrwarend Lindsev caid, include files kept by

pr1vacy of the process as provided for hy federal
li“’< "

Clinton’s investment it the Ozarks land deal has
caused the administyation considerable political pain
in recent weeks. His partner in the land deal, James
McDougal, 2 onetime friend, aide and fund-raiser,
was chairman of an Arkansas savings and loan that
coliapsed dwing Clinton’s tenure as governor of
Arkansas. costing the taxpayers as much as 360
million.

McDougai was prosecuted ang acquitted of frand
in the savings and loan case, but federal
‘nypsngavols continue W serutinize his actions as
hed®of Madison Guaranty, trying to determine —
among other things - if he performed illegal favors
for Arkansas poiiticians to get favorable treamment
from that state's banking regulators,

The issue first arose during the 1992 presidential
campaign. Clinton and his wife, Hillwv Rodham
Clinton. say they lost money on the Whitewater deal.

The Justice Department has not asked Clinton
for records or an explanation of hig involvement in

o Foster, tne White Huuse iawyv » waeo
It saicice i July,
A2n0al asved the Justier Department for “the

Tletecniin of a subpoena,” Lindsay gaid., iz order w

asflrs ireantegrity of the documents and the

From Boston Globe Page 9

Whitewate:

FEarlier in the day, presidential aides onve agam

rejected the notion that a special prozecutor is
neered in the case.

Scientists reported upbeat about Hubble

results

By Dava l.. Crandler
GLOBE STAl'Y

Eublle space telesvupr scientists we “junping
up and dovm" with excitement as the refurbished
tclescope beins 1o deliver its 15t impoved
pittoes. & NASA spokesman said yeste dav.

AS sC1Entists bave periormed the tedious tasks of
activating, adjusting and testing the new
“astraments mstalied by astronauts last mentk or
ihe space shurt.e Endeavour. everytning nas gone
smootkly ard everytning appears to be working
perfectly, smentirs say.

“We're siniling a jol.” said John Trauger, a
suentist at tze Space Telescope Science Institute
%ho warks on Hubble's main camera, which has
produced tke first of the greatly improved pistures.

Althougn ail the scientists involved said they
would not discuss derai’s until next week. F, Duecio
Maccnetto. an astronomen at the institute, said
vesterday that adjusting the telescope's focus and
taking its first new pictres has progressed “even
beyand owr optimistic expectations.”

The new p:ctures will be reieazed one week from
todav. NASA officials said vesterday. The images
— e Lapruu wbs B0 a2 Bascope has baen
7ixed 91T s now praducisg the highly detailed
nages o astionemical oriects that it was orginally
£XDECes (o Geliver Defo € its opuical Naw.

The 82 570n Habble dasigpued woprodute
FICTUNEE sTaIpe! 146 [0s2 Tmade D any other
: ever puil was @anened in Apni 1582, b

i€ Tortne Nailcna As-nacnes and Space
Admimisiration that imcaced an attempt by

Congress to cut off funding for the space station and
the loss of the Mars Observer probe in August. Some
said that the Endeavour mission was mucial not just
for tne future of the Hubble but for NASA's
credibility.

Last montk, in the most ambitious spacc mizsion
since the Apolio moon landings. a team of seven
astionauts replaced a dozen parts on the bus-size
telescope to repair its flaws.

They installed new solar-power paneis, new
gyroscopes to control the teiescope's pesition, a new
camera, and an insbrument carrying a set of tiny
mirrors to correct the telescope's vision.

Sharply forused pictyes have been taken by the
orbiting telescope's main camera, the Wide
Field/Planetary Camera 2, which was the first of the
refurbished inetruments to be twrmed on and
forused.

And the telescope’s secord camera. called the
Faint Object Camera, has been brougnt into focus
and will be used over the next week to take pictures
that the scientists hope wiil be among those to be
releascd next Thwrsday, said Ray Villarg,
spokesman for the Space Telescope Science
Institute. p-

One scientist ¢loge to the projeet wno asked not
to be named said he has known for the last wezk tha
NASA smentsts “must be getling very geod data,
bazed on the kinds of tests they wa e schodnling and
on the smug faces on certain officlals” 43 e passed
them in the nalii.

The first of the new pictures, 2xpected to meiude
images of the Orion rebuia ana of a spu' gaiay
wailed M100, wiii probas'y be reieased at rie NASA
Goddard Space Flight Center. which contiv.'s The
elescope.

fi
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They deserve answers

Sabjects of lowa 1odine experiments
might want to know what was done.

"

orcerns for the unknown conse-
quences of & long-ago madical tast
* the Univeruy of loms Tuskday
contact the of lowsa
end 8 few more Wi nl:d:{
lowed The Register's pub udmnhn-
port of a 1962 experimant in
ar medicine. Twenty-flve newborn lnu
8l the University of lows Hospitals were
injected with a radioactive isotope of fo-
dine (1-131).
U of | officials have no reason to belleve
either that the injections were
or that the parents did not give in-
formed eomm. But they dan't have the
records of the expertment, which was con-
ducted at the bahest and expense of the o:d
LS. Atomic Energy C
Concern about what may have been in-
volvdhmwwm
the wake of recent about the
use of Americans, from sal

} diers to
m.uhum:muptpmn&m-
periments. 5

Radiation's role in medical diagnostic
rocedures and treatment is well estab- .
ard J-131 is commonly used totreat
hyperactivity caused by an overactive thy-
roid. The thyrold glmd located in tha

recknndamm m

1omnem|ddedwnmublemm
tive 1-131 [n sufficlent quandty can Mll
thyroid tissue and thus lessen hyperactvi. |

ty. Moat oftmisowpehumtedﬁch

urine. Some hangs around unti! it simply
du:n‘l. [-131 has & half-life of eight dlﬂ.
radioactive

half ofits potency has
whwmnmm
than eight mone days to completely void

* the second half. +-

Dr. David Bushnedl,
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The Whitewater conversion

eorge Stephanopoulos surfaced on ABC's
“This Week with David Brinkley” yesterday
to denounce the hypocrisy of Republicans
for the appointment of an independent coun-
sel to look into the Whitewater Development affair.
*7 think this is a remarkable conversion on the part

of Congressman [Newt]
licans,” he said. “As you know, they’ve been fighting
the independent counsel law for many years. Now
that they sense that there might be some perceived
political advantage to going after this, they’re all for
it all of a sudden.”

It’s nice to see that Mr. Stephanopoulos’ tenure in
the Oval Office bunker hasn't affected his blithe
indifference to truth in the art of partisan propa-
gandmnglnpdntoffaa.Mermchhasnotbeen

independent counsel statute.

dependent
office affair, and he has frequently expressed support
for a broadened law that will include members of

Congress.
before Mr. Stephanopoulos

speculated on the possibility that the president was
not innocent of wrongdoing in the Whitewater affair
and said that if that it so, “then every Democrat in
the House and Senate has an obligation to help us
pass an independent counsel bill and to force the
appointment of an independent counsel.” Mr. Gin-
grich’s position is quite consistent.

That said, Mr. Gingrich's position is also wrong,
for the same separation-of-powers reasons that
have long led this page to oppose an independent
counsel law. The executive branch, accountable to
an elected president, is in charge of enforcing the
law; despite the Supreme Court’s ruling to the con-

Expensive state legislators

he current issue of Governing magazine
bemoans the fact that pay scales for state leg-
islators have generally not kept up with infla-
uomuvermepastzoyears—apomnmthat:snm

Governing

pronounced rolling-of-the-eyes for New Hampshire,
which still, as it did in 1973, pays state legislators only
£100 a year. That isn't even beer and pretzel money.

The magazine warns that there will be problems
ﬂmurennneyﬂurstatelmwmkms:sn‘tﬁ)rﬂmmg
Themagaz:.ne
Itis not acmdenta.l that New Hampshire does not
have a state income tax (though this may change: the
state’s Supreme Court ruled recently that New
Hampshire will have to come up with an income tax
or some other sort of broad-based tax to fund edu-
cation in poor school districts). People can't make a
career out of a job that pays $100 a year, and so New
Hampshire retains one of the few true citizen legis-
latures in the country. Professional politicians take
itas a tenet of faith that government should grow. Cit-
izens, who have to pay for that growth, often think
otherwise. And if you don't think that government
should grow, you don’t see any need for hefty new
taxes

Compare the citizen legislature of New Hampshire
with the full-time outfit in Pennsylvania. The full-
time politicos there make $47,000 a year. But that's
Justflbraarters ’l‘here nsa]sn—atleas:unullan
for covering “expenses.” in Apru uf last year, mem-
bers of the Pennsylvania House tried to raise their
pay (as though making twice the average salary in
the state with base pay alone weren't enough). It was
a political non-starter, however, in those econornically
sluggish times. So having heard the people, the law-
makers went behind closed doors and quietly fina-
gled themselves a boost in the daily expense account,
up o $110.

This is the stuff of which term limits movements
are made. The idea behind limiting terms is that it
provides for government by citizens, not by profes-
sional politicians. It is often argued by those who
favor hefty paychecks for politicos that paying solid

trary, an independent counsel is accountable to no
one.

The Republican who had it right yesterday was
voted against the counsel law in the past.
He urged Attorney Janet Reno 1o use the
authority she possesses, even in the absence of a law,
to appoint an independent investigator in the White-
water case. “We've had i counsel before
— Archibald Cox, [Leon] Jaworski, Phil Curran in
the Carter administration, and in each case, I think
they performed very well, and I think it’s up to Janet
Reno now to step back [and] appoint an independent
counsel” The appointment of a highly credible out-
sider, someone with a well-deserved reputation for
integrity, would allay concerns about any possibili-
ty of political manipulation of the investigation with-
out raising separation-of-powers worries. Mr.
Stephampnulus determined obtuseness notwith-

standing, supporting such an appointment is per-
fectly consistent with opposing an “independent
counsel” law.

The hypocrisy that is l'.l'l.l.l'y stunning belongs
those who have been arguing since Watergate that the
executive branch cannot be trusted to police itself.
Where are they now? They constitute a majority in
both chambers of Congress. Why haven't they passed
a new independent counsel law (a law that would
attract significant if not majority Republican support,
especially if Congress did not exempt itself from its
provisions)?

There is no independent counsel law because the
Democratic leadership in Congress, in the context of
a Democratic White House, feels no sense of urgency
about one. This, as Mr. Stephanopoulos might say, is
a “remarkable conversion.”

salaries is the only way to ensure that all segments
of society are represented. If legislators have to
donate their time, goes the argument, then only the
rich will run for office. One of the many flaws in this
reasoning is the notion that a full-time politician will
represent the interests of the social strata from
which he comes. Once politicians become profes-

senm:gﬂawwmhhmﬂsorﬁmmsehes

The other effiect of full-time professionalized pol-
itics — as has been documented by Alan Ehrenhalt
in his book, “The United States of Ambition,” and by
Harvard government professor Morris Fiorina —
has been t hobble the field of potential Republican
candidates. The small businessmen, once the typi-
cal Republican candidate for state and local office,
difficult. When

men could carve out the time to serve without jeop-

izing the health of their companies. But few of
these Rotarian-types can leave their businesses unat-
tended for years at a time.

This is a structural threat to the Republican Party,
one that strangles the pipeline of good candidates.
The sort of small business owners who once worked
up to being national Republican candidates now
don't run for local office and so never get their feet
in the door of politics. Republican Party Chairman
Haley Barber says he recognizes this problem, but
hehamtmwuﬂhammgymﬁarmhnglocal

**+~5 more open to the average citizen.

If Governing magazine is right, however, the
Republicans may be getting a break over the next
several years. Many state , frustrated
with their inability to get a fed- upelecmrammgwe
them bigger paychecks, may retaliate by worldng
fewer days. Governmmsthsassomemnofpam
ishment meted out to voters, but it is the best thing
they could hope for. If legislatures revert to part-time
enﬁties,magajnpeopiemmma]jobswma hope
o get involved in state politics.

Term limits have helped to achieve this, but
increasingly it looks like tight-fisted voters, tired of
ever-higher taxes, are going to starve state legisla-
tures out. And get better representation for it.
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| Questions on land deal,

S&L still dog Clintons

Financial issues
from >70s and ’80s
may spell trouble

By John Hanchette

If the pnames Madison Guaranty and
Whitewater Development, after weeks of
hearing them drummed incessantly through
newscasts, still seem only vaguely familiar,
this story is for you.

The story, going back a decade, involves
possible big trouble in 1994 for Bill and Hilla-
ry Rodham Clinton. The plot line so far:

James and Susan McDougal were big bud-
dies of the Clintons in 1978 when Bill Clinton
was Arkansas attorney general and running
for governor. The two men had been close
since the 1960s, when they were aides to Ar-
kansas Sen. J. William Fulbright.

McDougal got the Clintons in for a 50%
share on a sure thing: land development in
the Ozarks. Their investment vehicle,
Whitewater Development Corp., paid
$203,000 for a 230-acre parcel on the scenic
White River, dividing it into 44 home sites.

Clinton gave McDougal an administration
job, but McDougal hankered for bigger
things. He bought an S&L in Augusta, and by
1982 was devoting full time 10 it

In the 1980s newly deregulated savings
and loans were wild with growth. McDougal
drove a Bentley. His wife advertised on TV,
in hot pants on a horse. Within three years,
McDougal multiplied
Madison’s initial $3 mil-
lion in assets 40 times.

That furious expan-
sion attracted federal
regulators, who noted in
1984 Madison was in
“jeopardy” from “unsafe
and unsound lending
practices.” Those prac-
tices included huge loans
— $17 million — to Mad-
ison's officers and direc-
tors, their relatives and
friends, and other bank
insiders.

One was Seth Ward,
father-in-law of Webb
Hubbell, a Clinton confi-
dant and now associate
attorney general. Ward,
a Madison director, bor-
rowed more than
$600,000 and defaulted
on $587,793 of it

Another was current governor Jim Guy
Tucker. He owed Madison about $1 million,
but negotiated that down by 50%.

By spring 1985, Madison Guaranty was in
deep fiscal trouble. That didn't stop McDou-

*1 from holding a fund-raiser for Clinton in
the thrift's Little Rock office.

The bash helped retire a $50,000 personal
loan the governor had taken with another in-
stitution to help finance his 1984 re-election.
McDougal says Clinton asked for the help.

The party raised about $35,000, but most of
the records have disappeared. What few doc-
uments remain have convinced federal in-
vestigators that at least some of the money
may have been diverted from Madison.

Officials are suspicious because many “do-
nations™ were in the form of Madison cash-
ier's checks — usually written in the name of

rnnus Democrat-Gazerte
McDOUGAL: Ciinton friend was ac-
quitted of bank fraud.

L ]
Rock Where Madison
Kt Guaranty |s based

=
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an individual on his account. At least one of
those individuals has told federal investiga-
tors he never wrote such a check.

If true — that the bank gave money in the
name of a d tor without that person's
knowledge — that would be improper diver-
sion of depositor funds, a felony.

The new state securities regulator, Bever-
ly Bassett (now Beverly Schaffer), appointed
by Clinton, had represented Madison Guar-
anty as a private attorney. In that role, feder-
al regulators now say, she knew how badly
Madison violated regulations.

McDougal planned to raise new money by
the sale of preferred stock, something new
for an Arkansas savings and loan. Federal

regulators thought it
=1 ‘ E wouldn't work. It was

\J i Bassett's decision.

I_ Madison was repre-

.‘ ) sented in part before

? ) / Bassett by Little Rock
5” § lawyer Hillary Clinton,

-, B on retainer by McDougal
- at $2,000 a month.
McDougal says he hired
Hillary because Bill Clin-
ton begged him to. The
White House denies that.

Bassett, in a “Dear Hil-
lary" letter, approved
the stock sale. But it nev-
er came off.

Federal banking ex-
aminers, in 1986, found
Madison Guaranty near-
ing insolvency. Millions
of dollars, they reported,
had been diverted by
McDougal to family and
friends. Missing records
made it hard to tell tell how much, or to
whom, funds were given.

In Little Rock, Bassett imposed no special
sanctions or regulations on Madison.

Madison'e snd

But federal officials shut down Madison in
1889, removing McDougal, at a cost to tax-
payers of at least $47 million and perhaps
$60 million. Records are still incomplete.

McDougal, acquitted of bank fraud, is
bankrupt and divorced. He claims Madison
failed because of overzealous regulators.

In his 1992 campaign, Clinton faced a re-
counting of the Whitewaler mess by The
New York Times. Campaign strategists
called in Denver lawyer James Lyons, an old
Clinton buddy, now used as an “experl” on
savings and loan ethics in federal trials.
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Lyons stressed two things — the Clintons
lost $69,000 in Whitewater and were only
“passive” investors, making no decisions in
the venture. That was widely accepted.

But Whitewater's books were a mess, its
tax returns late, its corporate bank account
— at Madison — replete with overdrawn and
intermingled funds, and its records of lot
sales incomplete and contradictory.

Whitewater's principal records disap-
peared. McDougal said Hillary Clinton asked
that they be sent to the governor’s mansion.
The White House says they can't be found.

The Whitewater ghost
But Whitewater got back into the news:
P First, the federal Resolution Trust Corp.,
} s:ddled with peddling off assets of failed
! thrifts, came across the Whitewater mess in
trying to clean Madison's books.

The RTC sent the Justice Department a
“criminal referral,” meaning staff thought
crimes may have been committed. The Clin-
 tons were among those listed as “possible
beneficiaries” of McDougal's largesse.

b Second, deputy

White House coun-
sel Vincent Foster
died in an apparent
suicide in July. One
of his assi g
clear up Clinton tax

matters regarding
Whitewater.

He refiled tax
forms after it was
shown the partner-
AP ship failed to file

corporate returns

for three years
when the Clintons were half-owners. He also
handled the sale of their piece of Whitewater
to McDougal.

» Third, David Hale, a supporter appoint-
ed by Clinton as a state municipal claims
judge, was indicted on charges of defrauding
the Small Business Administration.

Hale had an investment company |
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made SBA loans to the “socially or economi-
cally disadvantaged."” One loan was &
$300,000 advance to Whitewater partner Su-
san McDougal. Hale, seeking a plea bargain,
claimed Bill Clinton had urged the loan. The
White House says Clinton does not remem-
ber the conversation.

Another matter of federal interest is the
paying of more than $400,000 to Hillary Clin-
ton’s law firm from Federal Deposit Insur-
ance Corp. coffers so the firm could sue Mad-
ison's accountants on behalf of taxpayers. In
seeking the business, the firm submitted a
letter saying it didn't represent S&Ls.

The FDIC sued for $60 million. In negotiat-
ing a deal for taxpayers, Webb Hubbell —
with a father-in-law owing almost $600,000 —
let the accountants settle for $1 million. Hub-
bell says he has recused himself from the
Justice Department's continuing probe.

The figures surrounding all these transac-
tions have spurred intense interest In the
1980s, Hillary Clinton borrowed $30,000 to
build a model home on a Whitewater lot. Be-
cause it was built for the partnership, the cor-
poration paid off the loan.

But the Clintons — in 1984 and 1985 — de-
ducted more than $5,000 on their income tax-
es for the interest paid on the loan, even
though they weren't paying it off. The Clin-
tons admitted the mistake. Foster submitted
new tax returns; the Clintons paid no penalty.

Lyons reported Whitewater, by mid-1991,
had sold all its land, but lost $118,000 overall
as a corporate venture.

Revised tax returns Foster supervised con-

tradict that. They show the Clintons never |
claimed losses on Whitewater. Indeed, the;
Clintons reported a $1,000 capital gain in I
1992 on selling their Whitewater share.

The Foster-supervised returns show
Whitewater had $69,000 either in deferred
profils or land left to sell. Lyons said lot own-
ers still owe Whitewater about $56,000 in in-
stallment payments. The Foster-prepared
tax returns say that figure is closer to,
$90,000. The realty agent who first managed
Whitewater says it didn't lose money. |

Two Washington Times stories helped
keep the issue alive:

b One featured a letter showing Hillary
Clinton had asked McDougal for full power
of attorney over Whitewater, allowing her to
run the partnership with her signature. The
White House won't say whether she got it

» The other detailed how — after Foster's
death but before his office was sealed — files
relating to the Clintons and Whitewater were
removed by White House counsel Bernard
Nussbaum.

While admitting records had been moved,
reversing a July stance, the White House
press office said a new lawyer had them. Hil-
lary Clinton said she and her husband “don't
feel the need to do any more than we've
done.” But two days before Christmas, the
White House said the Foster files would be
turned over to the Justice Department

John Hanchette writes for Gannett News
Service.

l

illegal campaign contributions.

» Bill Qlinton, as Arkansas governor,

may have used political clout to protecta

dying thrift so it could be bled for funds
for cronles and business

GOP presses for independent counsel

By Judy Keen
USA TODAY

Congressional Republicans demanded
Sunday that an independent counsel be ap-
pointed to investigate President Clinton's
role in an Arkansas land deal and savings
and loan.

Senate Minority Leader Robert Dole
said Attorney General Janet Reno should
“stop dragging her feet" and name a coun-
sel “for the president’s own good.”

On ABC's This Week With David Brink-
ley, House Republican Whip Newt Ging-
rich of Georgia said: “There is no question
we need an independent counsel.”

But Clinton aide George Stephanopoulos
termed GOF calls for an independent
counsel political opportunism. “There is no
need at this time for an independent coun-
sel,” he said.

At issue: Clinton’s role in the Whitewater
real estate deal and whether he improper-
ly used his influence while Arkansas gover-

nor to keep a savings and loan solvent.

Without a probe, “This story’s not. going
to goaway,” Dole, of Kansas, said on NBC's
Meet the Press.

The Clintons have dismissed their in-
volvement with the land deal as a bad in-
vestment that ended in a $69,000 loss.

“lI am bewildered that a losing invest-
ment which for us was significant . . . is still
atopic of inquiry,” Hillary Rodham Clinton
said Dec. 21.

But the more Clinton resists an indepen-
dent investigation, Gingrich said, “the
more, frankly, people are going to suspect
there is a reason they don't want an inde-
pendent counsel.” There are “too many
implications, frankly, of breaking the law."

Reno has said career prosecutors should
handle the case of Madison Guaranty Sav-
ings and Loan Association, the failed thrift
owned by Clinton friend James McDougal.

Already the subject of a federal probe:
whether Madison funds were illegally di-
veried to Whitewater Development Corp.,

areal estate venture owned by the Clintons
and McDougal, and whether any Madison
money was inappropriately routed to Clin-
ton's 1984 gubernatorial campaign.

Stephanopoulos said the issue was exam-
ined during the 1992 presidential cam-
paign and Clinton has now turned over to
the Justice Department all relevant docu-
ments. “No laws were broken," he said.

Rep. Jim Leach of Iowa, ranking Repub-
lican on the House Banking Commitiee,
said Saturday: “] think that the president
faces some civil remedies that could be
quite serious.”" He also said Clinton could
potentially face criminal charges.

A 1992 Republican filibuster prevented
Congress from renewing a law providing
for independent prosecutors, but Dole said
he thinks Reno has the authority.

GOP Attorney General William Barr
named an independent counsel in Decem-
ber 1992 to investigate whether Bush ad-
ministration officials covered up a search
of Clinton's passport files.
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ndependent Counsel Urged in Arkansas Probe

GOP Leaders’ Call Rebuffed by White House Aide Stephanopoulos as Politically Inspired

By Helen Dewar
Washington Pust Rall Writer

Brthhndem /

SEATTLE, Jan. 2—Dixy Lee
Ray, former chairwoman of the
Atomic Energy Commission and
Washington state governor, died
today at her home on Fox Island.
She was 79,

Ray had suffered from a severe
bronchial condition for several
months, said KIRO-TV commenta-
tor Lou Guzzo, a longtime friend.

An outspoken supporter of the
nuclear industry, she was head of
the Atomic Energy Commission
from 1973 until 1975. She was gov-
ernor of Washington from 1977 to
1981.

‘She | her latest commen-

“Everybody is exposed to radi-
ation. . . . A little bit more or a little
bit less is of no consequence,” Ray
said in a l.eleplme interview with
the Associated Press.

She also had no patience with
considered

was Ray's policy adviser when she
was governor, wrote two books on
the subject, “Trashing the Planet”
in 1990 and “Environmental Over-
kill” in 1993.

time that she did what she
tnowsdnshmﬂddn.

After President Nixon appointed
Ray, a Democrat, to the AEC, she
set tongues wagging in the nation’s
capital by living in a motor home
and taking her dogs to work.

When the AEC was phased out,
she was named assistant secretary
of state, overseeing the Bureau of
Oceans, International Environment
and Scientific Affairs.

Ray returned to Washington
state in 1975, complaining that
then-Secretary of State Henry A.
Kissinger had given her the cold
shoulder.

Her straightforward political
style frequently ruffled feathers.
When she succeeded Gov. Daniel
Evans, a Republican, and dismissed
virtually his entire administration,

attorney general to appoint an out-

side counsel to handle the case,

which is currently being investigated
career government

byWhen similar proposal was made

by Rep. Jim Leach (R-lowa), ranking

House Bank-

she played down the outcry that
followed.

“No one owns a job,” Ray said.
“From now on, we'll send them a
Kleenex at the time they’'re fired if
they're going to be a crybaby.”

She battled with reporters
throughout her term, complaining
that they were “bitten with the bug
of cynicism” and unfair to her.

But her candor was considered
refreshing by many, and her fiscally
conservative approach to govern-
ment had supporters. A Boeing Co.
lobbyist called her “the best friend
business ever had.”

A short, chunky woman with
cropped hair and tailored clothes,
Ray was born Sept, 3, 1914, in
Tacoma. Christened Margaret, she
was called Dick as a child—short

Gingrich, appearing on ABC's
“This Week With David Brinkley,”
said he believed “there is no question
that we need an independent counsel”
on the Madison-Whitewater issue.

“Ii they're innocent, why don't
they [the Chntnnsl go ahead and

aregntngtnuwpeutlntﬂueresa
reason they don’t want an indeper

five or six hearings going oo rigl
now.”

But Stephanopoulos, who 3
pe.arednntheABCpfognm.uid'

for “that little Dickens.” She r
named herself after a favorite r
gion and a Civil War general.

Ray, one of five girls, showed
mettle early. At 12, she became tl-
youngest girl to climb Mount Rz
nier, Washington's highest peak.

Fifty years later, at 62, she w:
sworn in as the state’s first femal-
governor—the only one so far.

*] guess I'm a late bloomer,” sh=

quipped.

She graduated from Mills College
and received a doctorate in zoology
from Stanford University.

Before entering public life, Ray
was an associate professor of zool-
ogy at the University of Washington
for 27 years and director of the Pa-
cific Science Center for nine years.
She never married,

was the Republicans who were play-
ing politics. “They've been fighting
the independent counsel law for
many years,” he said. “Now that
they sense that there might be
some perceived political advantage
to going after this, they're all for it
all of a sudden.”

campaign and Clinton has given all
relevant documents to the Justice
Department. “No laws were bro-
ken,” he said. “The Justice Depart-
ment investigation will show that.”

Last evening, as Clinton arrived
in Washington from vacationing in
Arkansas and South Carolina, White
House spokesman Jeff Eller said
turning the files over to the Justice
Department was “an appropriate
course of action.”

“There's no basis for civil or
criminal charges,” Eller said.

T 1snamoto

astry

1
'
i
1
1

P



COP Lioodirs Seck
Counsel to Probe
Clinton Investment

By JouN HArwooD
Staff Reporter of THE WaLL STREET JOURNA:

WASHINGTON—Republican leaders i:.
Congress turned up the political heat on
President Clinton by calling for an inde-
pendent counsel to investigate possible
links between the president and a failed
Arkansas savings and loan.

In separate television interviews, Sen-
ate Minority Leader Robert Dole and
House GOP Whip Newt Gingrich called for
Attorney General Janet Reno to appoint an
outside counsel to examine the investment
by the president and Hillary Rodham
Clinton in Whitewater Development Corp.
with James McDougal, the owner of now-
‘1,:[::‘“ Madison Guaranty Savings &
“There are dozens of questions that
need to be answered," Mr. Dole asserted
on NBC News's ""Meet the Press,” accus-
ing Ms. Reno of “'dragging her feet’ on the
matter. "“For the president's sake and
for the sake of the integrity of the attorney
general's office, she should move," the
Kansas Republican said.

Mr. Gingrich, interviewed on ABC
News's "“This Week with David Brinkiey,"
said there were "'too many implications

. of breaking the law” for the attor-
ney general not to act. “'If [the Clintons]
are innocent, why don't they go ahead and
agree to an independent counsel to clear
their name?" the Georgia Republican

The White House immediately rejected
the GOP demands. “There's no need at
this time for an independent counsel,”
senior presidential adviser George Ste-
phanopoulos said on the ABC program.
He predicted that a current Justice Depart-
ment investigation will show that *'no laws
were broken,"” and accused Republicans of
seeking political advantage. A Justice De-
partment spokeswoman reiterated Ms.
Reno's previous assertions that the depart-
ment's investigation is sufficient.

Mr. Clinton’s investment with Mr.
McDougal in Whitewater, an Ozark Moun-
tain real-estate project on which the presi-
dent says he lost about $70,000, was the
subject of controversy during the 1992
presidential campaign. But official inter-
est has intensified since the disclosure that
documents pertaining to Whitewater were
removed from the office of Vincent Foster,
the former deputy White House counsel
and Clinton family lawyer, shortly after
Mr. Foster's suicide in July.

The president has volunteered to turn

over the Whitewater files to the Justr '

Department, which is looking at the invest-
ment as part of a broader civil and crimi-
nal investigation into Madison Guaranty.
Ms. Reno says the investigation is being
handled by career department prosecu-
tors, and that her appointment of an
outside counsel would increase the percep-
tion of political interference, not diminish
it.

Rep. Jim Leach (R., lowa) and some
other Republicans have previously called
for an independent counsel, suggesting the
Justice Department might be used 1o shield
Mr. Cunton from accountability. But the
statements by GOP leaders on the issue
suggest that, as Mr. Gingrich put it,
“Whitewater Development is not going to
go away" as a political, if not legal,
distraction. Fueling Republican rhetoric is
the fact that the Democratic chairmen of
the House and Senate Banking committees
have declined to hold hearings.

“The Democrats aren't going to touch
this,” Mr. Dole said. “That's why we need
the attorney general to act. ... The
president probably will be cleared and this

will not be an issue. but let s go aneaa and |

get it done.™

| place in Russian commerce.
: marks and other hard currencies

Russia Bans F oréign—Cash Payments
In Effort to Bolster Ruble and Image

By CLaubLA ROSETT

Staff Reporter of THE WaLL STREET JOURNAL

MOSCOW — Adding to the hurdles of
Russia's heavily regulated marketplace,
the government here kicked off the new
year with a ban on dollar banknotes and
other foreign cash as a means of payment
inside the country.

The government’s declared aim is to
stabilize the ruble and restore its pride of

have
increasingly come into use here since 1391
as a hedge against the shrinking ruble—
which over the past year has dropped to

+ about 1,250 to the dollar, from 415.

For some Russians, the new all-Tuble
rule brings a boost to sagging national
spirits. At a Moscow shop selling imported

" the prospect of higher sales taxes would

prompt consumers to pocket any extra
take-home pay rather than spend it.

The proponents’ argument: Deficit-
spending is a mistake, because Japan

. needs to scrimp and save for its graying

future. Key leaders support this reasoning.

* That helps explain why, during Japan's

worst slump in four decades, Mr. Hoso-
kawa and his colleagues are devoting more
energy to preparing the public for higher

_ sales taxes than to talking up an impend-
ing income-tax cut.

Similarly, the government has been
cool to the idea of using public money to
spur real-estate transactions. A plunge in
land values has caused a virtual freeze in
sectors of the commercial-property market
and has stuck banks with a heap of
property-related bad debts. The debt mess
has led banks to trim lending and has
chilled confidence in the financial system.
But the public, argue policy makers, won't
stand for bailing out fat-cat bankers.

In recent days, however, politicians
appear to have begun considering broader
measures. These ideas could well come to

: nothing. But the large number of proposals
suggests that the intensity of the slump
is causing some leaders to challenge Ja-
pan’s fiscal sacred cows.

Local reports last week said that the
tax-reform package might contain a provi-
sion for delaying a sales-tax increase
beyond March 1995 (the most commonly
mentioned starting date) if the economy
hasn't recovered by then. Short-term
bonas would be issued to cover a revenue
shortfall.

There has also been a spurt of sugges-
tions to inject government money into the
property market. Under one scenario, the
government would join with private lend-
ers to set up an agency that would buy
real estata that ie hold or solintors]
the lenders’ bad walls, Lik ageucy vl
be funded partly by a government invest-
ment fund.

A party in the ruling coalition, Shin-
seito, proposes creating an entity tha!
would buy bad loans from small financial
institutions, using funds lent by the Bank
of Japan. Other ideas include having
local governments buy land and build
public housing in major cities, as well as a
variety of tax breaks on the sale of com-
mercial property.

groceries, for example, Assistant Manager
Lena Semyonova said Sunday, “If we live
in Russia, the Russian currency should be
the one in circulation.”

And back in October, when Russia’s
Central Bank first announced the post-
new-year ban on foreign cash payments,
Central Bank Deputy Chairmen Dmitry
Tulin argued that “this measure is a very
logical step In the strengthening of our
national currency and in removing foreign
currency from our country."

Cost of Pride .

But western economists say this pride
carries a cost. The dollar's popularity in
Russia is not a cause of the ruble’s decline,
but a result of Russia's appetite for some
form of reliable money. And the ruble’s
strength depends chiefly on whether the
government can bring down the
double-digit monthly inflation that has
afflicted post-Soviet Russia and made for-
eign cash a vital hedge for many ordinary
Russians. Forcing these people to use
rubles won't help them thrive.

Banning dollar cash payments is more
likely to increase prices than to stabilize
anything, largely because it requires more
accounting work and greater risk. Stores
selling imported goods in Russia, many of
which previously asked for cash payments
in dollars, must now start paying bank
commissions to convert their ruble-ized
income into the dollars needed to buy

At the World Bank's Moscow Office.
Chief Economist Charles Blitzer describes
the new rule as a windfall for banks
dealing in foreign exchange. Though it's
too soon to measure price increases in
Russia's hard-currency shops, many of
which were closed this weekend due tothe -
New Year's holiday, Mr. Blitzer estimates .
that the extra charges for currency conver-
sion will generally come to about 6%.
Added Transaction Costs

A number of shops around Moscow
have opened foreign-exchange windows
near the cash registers, for customer con-
venience in complying with the ruble rule.
But this convenience means added trans-
action costs both for buyers and sellers.
“Bankers will be the ones who will gain by
this,” says a Russian employee at one
former dollar shop here. For ordinary
people. this employee adds. *“The living
standard will fall.”

Also, to operate under the foreign cash-
payment ban, both buyers and sellers will
need to hold larger ruble balances. In a
country already fraught with ferocious
political fights and a wavering agenda for
economic reform, this further exposes
business to the risk of a falling ruble.

g -+ shrule, Russia's
Central Bank will continue to allow hard-
currency payments by credit card. And
Russians will be allowed to hold cash
dollars. even if they aren't supposed to use
them in shops. The government furtner
watered down the rule last month with a
handful of amendments that mainly let
people pay foreign cash rather than rubles
to the Russian government — for special

such as paying fines, customs
levies and income taxes.

URNAL MONDAY. JANUARY 3. 1994

| _ome wau STREST JOURM IO ==
MY



The skeleton
that won't
stay dead

By Mesley Pruden B
“Whitewater” is the skeleton
that just won't stay still in Pres-
ident Clinton's closet.
The White House notes, cor-
rectly, that neither the presi-
s dent nor the

NE“S firstladyisa

target of a
ANAIYSIS federal in-
——————— vestigation

into suspicious deeds done in
Mr. Clinton's Arkansas past.
But there are perils aplenty,
political if not legal, for Bill
Clinton. Whitewater has every-
thing a Washington scandal
5 to grow “legs” to take it a
long way: lots of cash, tangled
personal relationships, vanish-
ing bank deposits, clandestine
meetings, even a dead man.
Washington's politicians, law-

SCANDAL

From page Al

yers, columnists, commentators and
investigative reporters — as well as
US. investigators — are taking their
first close look at what promises to
bemqne. over the next few weeks, a
genuine four-alarm fire of a scandal.
Congressional and Justice De-
partment investigators are examin-
Ing several suspicions, so far
proved, that: s et
*Bill and Hillary Clinton may
have received fraudulent loans in a
' savings and loan that failed after
; mw_mt partners with its presi-
| dentinan Ozarks real estate venture
i called Whitewater Development
Corp.
® In return, Mr. Clinton, as gov-
ernor of Arkansas, may have used
his office, which supervised state
) |hr|_g regulators, to keep the S&L
in business even after federal reg-
ulators said it was insolvent and in-
capable of protecting the deposits of
its thousands of depositors in Arkan-
s and other states.
¢ Hillary Rodham Clinton, as a
partner in Little Rock's powerful
Ro_m Law Firm, may have used her
unigue ?ccet;i to the governor to ar-
range for state banking -
ulators to keep the S&L in b\lsin::
® The White House may have at-
tempted to evade the pertinent ques-
tions, removing key files about the
transactions from the office of Vin-
cent W. Foster Jr,, the deputy White
Ht_vuu counsel who was also the
Clintons' personal lawyer, within
.II::lurs after he killed himselfl last
y.
® Fear that the scheme was about
to unravel, exposing his clients Bill
and Hillary Clinton to civil ui even
cm;u_rlj’a] :;!my charges, may have
contributed to Mr. Foster's decisi
to El.;hk: his life. o
. bare bones of what is known
:;en ut'oubl.iag enough for the presi.

Bill Clinton and James B. McDou-
ggl first became friends during the
Vietnam War years when they were
mldes to J. William Fulbright, the ju-
nior senator from Arkansas. Some

|

years later, when they returned
home, Mr. Clinton went into politics
and Mr. McDougal went in business.
Hillary Clinton and Susan McDougal
became friends, and the two couples
became close.

When Mr. Clinton was first

| elected governor in 1978, he gave Mc

McDougal a top financial job in his
administration. But Mr. McDougal
wanted bigger things, and, during a
land boom in the Ozarks in the late
1970s — mountain counties that had
been losing population for decades
were suddenly awash in affluent re-

tirees from Detroit, Chicago, Cleve- |

land and other northern cities — Mr.
McDougal cut the Clintons in as
equal partners in a vacation develop-
ment on the scenic White River.
They paid $203,000 for 230 acres of
prime waterfront property and di-
vided it into 42 home sites.

When the savings and loans were
deregulated in the '80s, Mr. McDou-
gal bought a tiny S&L in Augusta,
Ark.,a cotton crossroads hamlet just
up the way from Dixie, Des Arc and
Cotton Plant, and moved it to Little
Rock. He threw a spectacular party
at its opening in the renovated quar-
ters of an old laundry on South Main
Street —a nice irony, given the ques-
tions to come — and sped around
town in a Bentley. Susan McDougal,
decked out in hot pants to show off a
showgirl’s legs, astride a white stal-
lion — appeared in the television
commercials for the newly relo-
cated Madison Guaranty Savings

Madison's original assets of $3
million grew to $120 million. Federal
bank regulators took notice. By 1984
they were alarmed that Madison's

solvency was in “jeopardy” because
of “unsafe and unsound practices.”
These practices included the grant-
ing of $17 million in loans to the
S&L's officers, directors, relatives
and friends. One insider was Seth
Ward, a top official of Madison and
the father-in-law of Webster L. Hub-
bell, a partner with Mrs. Clinton at
the Rose Law Firm who would be-
come the associate attorney general
of the United States and the No. 3 —
some say the real No. 1 — at Janet
Reno's Justice Department.

The father-in-law borrowed
$600,000 and defaulted on $587,000
of it. Another bad loan was made to
Jim Guy Tucker, the lieutenant gov-
ernor who became governor when
bobremed 1 s o e

illion and paid back
half of it. ped

The following year, 1985, when
enormous loans to & Canadian land-
development scheme were going se-
Fonely snd damopsaad B T
ML uvUgeas Ubcw & lavisi o iung-
raiser for Gov. Clinton at Madison's
quarters, raising about $35,000 —
most of the records have disap-
peared — to pay off a $50,000 loan
the governor had taken out at an-
other bank, owned by a man who
later became a top official in the
Clinton gubernatorial administra-
tion.

Federal investigators, reports

Gannett News Service, believe that
some of that $35,000 may have come
from Madison deposits, not invidual
contributors drawn to the lavish

Gannett reports that investigators
“gre suspicious because many of the
‘donations’ were in the form of Madi-
son cashier’s checks usually written
in the name of an individual on his
account” At least one of these per-
sons has told investigators he never
wrote such a check. If that is true,
such a diversion would be a felony.

After that fund-raiser, federal in-
vestigators told Mr. McDougal to
find new capital or close the S&L.

Gov. Clinton had just appointed a
new state securities commissioner,
Beverly Bassett. She had previously
represented Madison as a private
lawyer. She and the governor were

said to be good friends.

Miss Bassert later married Ar-
chie Schaffer, an executive of Tyson
Foods Inc., of Springdale, Ark., _the
nation’s largest processor of chick-

ens and a major contributor to Mr.
Clinton's political career. Mrs. Clin- !
ton sat on the Tyson board of direc-
tors until she came to Washington.
The ex-commissioner is the sister of
Woody Bassett, another Clinton con-
tributor and one of the governor's
1984 re-election campaign manag-
ers.

Mr. McDougal wanted to raise
capital for his failing S&L by selling
preferred stock, un.pu'ecadentad in

for a savings and loan. Federal reg-
ulators frowned at the idea, but the
decision was Beverly Bassett's to
make. Madison's lawyer was Mrs.
Clinton, on a retainer of $2,000 a

says that's not so.

In any event, the governor’s friend
the securities regulator said it was
OK. Federal regulators applied addi-
tional pressure to void the scheme
before any shares were sold.

By 1986, federal regulators say,
Madison was close to insolvency,
with millions of dollars missing,
much of it diverted to friends and
relatives of Mr McDougal. They
said it was difficult to determine how
much, and where all of it had gone,
because most of the records are
missing, too. The tab to taxpayers
eventually passed $50 million.

Mr. McDougal was indicted for
bank fraud in 1989 and acquitted the

. body who's anybody is connected to

following . He is divorced from
the sexy mmmc white stallion
and says he's broke.

Questions about Whitewater and
Madison were first asked during the
1992 presidential campaign, when
the intricate details were setoutina
long account in the New York Times.
The Clinton campaign asked a Den-
ver lawyer, an old Clinton friend
named James M. Lyons, to look into
it and make a report. He concluded
that the Clintons were “passive
shareholders” in Whitewater and
lost their savings in it. )

When the reporters covering the
campaign showed no interest in Clin-
ton scandals, the story faded. Inter-
est was revived two months ago
when The Washington Times found
a letter from Hillary Rodham Clin-
ton to James McDougal, dated Nov.

28, 1988, demanding that she be
given power of attorney to conduct
all of Whitewater’s business, contra-
dicting the Clintons' claim that they
were merely “passive” partners.

Mr. McDougal and his former
wife say they delivered the White-
water records to Mrs. Clinton at the
Arkansas governor's mansion. The
Clintons have said the records disap-
peared.

In any event, the records are pre-
sumably lost, although there is spec-
ulation in Arkansas that these may
be among the documents taken from
Mr. Foster's office by two Clinton po-
litical aides within hours after Mr.
Foster shot himself.

The casual tangling of politics and
business in Arkansas, where every-

everybody, often confounds outsid-
ers. Mr. Clinton has insisted through- |
out that he did nothing wrong. “We
did nothing improper and 1 have
nothing to say about it,” he told re-
porters several weeks ago. “Old

And so it is: Once again, the for-
mer governor is at the center of ac-
cusations of cronyism in Arkansas,
where, because the state is small and
the power is concentrated, cronies
are the only people available to do
business with.

“It's natural and usually harmless
in a state like this," says Jerry Rus-
sell, a political consultant in Little
Rock. “But you sometimes can blind
yourself to the fact that one of your
friends is doing other things outside
your purview that could discredit
you'

Another scarred veteran of the
Arkansas political wars puts it an-
other way: “1 think Bill and Hillary
expected to do business up there the
way we've always dome business
down here. 1 don't know who's going
to be the most surprised when this is
thoroughly ventilated — Bill and Hil-
lary, or the rest of the United States.”
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~GOP tells Reno
to name counsel

for Whitewater

By Joyce Price

THE WASHINGTOMN TIMES ﬁ \

Senate Minority Leader Bob Dole
and other top congressional Repub-
licans demanded yesterday that At-
torney General Janet Reno name an
independent counsel to investigate
President and Mrs. Clinton's involve-
ment with a failed Arkansas savings
and loan.

*I think for the president’s sake
and for the sake of the integrity of
the attormey general's office, she
should move" Mr. Dole said on NBC-
TV's “Meet the Press.”

s “She’s wasted a lot of time drag-
ging her feet, and it's time she moved
ﬂd”appoinled an independent coun-

The Republican leaders say it's
premature to speculate about the
possibility of Mr. Clinton’s im-
peachment but agreed that an inde-
pendent investigation of the S&L and
the related Whitewater Dewvelop-
ment Corp. is needed to determine
whether financial improprieties oc-
curred.

_ The Republicans find themselves
in the position of calling for passage
of a new independent counsel stat-
ute if necessary to make such an in-
vestigation possible. Republicans
have opposed the independent coun-

sel statute, which expired in De-
see RENO, page All

MONDAY, JANUARY 3, 1994 Blye Washington Timeo

cember 1992 when Congress did not
renew it, arguing that is has been a
means of harassing Republican
presidents.

“Whitewater Development is not
going to goaway," House Republican
Whip Newt Gingrich of Georgia said
on ABC-TV's “This Week." “There
are too many questions and thereare
too many implications, frankly, of
breaking the law. There is no ques-

tion we need an independent counsel

on Whitewater”

The White House responded
quickly to the Republican demands
with a stat t through k
man Jeff Eller.

*There is no basis for criminal or
civil charges,” Mr. Eller said. “The
president has voluntarily turned
over the Whitewater files to the De-
partment of Justice, and we believe
that is an appropriate course of ac-
tion."

¥

The comments by Mr. Dole and
Mr. Gingrich came a day after Rep.
Jim Leach of lowa, the House Bank-
ing Committee’s ranking Republi-
can, said Mr. Clinton could face “se-
rious” civil penalities and, perhaps,
even “criminal charges" for his in-
volvement with Whitewater, an
Ozarks real estate venture, and the

failed Madison Guaranty Savings
and Loan Association of Little Rock.

Mr. Leach, in an interview on
CNN's “Evans & Novak," said in a
response to a question that discus-
sion of impeachment is “inappropri-
ate” at this time, a view shared by
the Republican leaders yesterday.

*Congressman Jim Leach has it
exactly right. We ought to focus on
the civil side, but the country de-
serves to know the full facts about
what happened in Arkansas and
whether or not, in fact, the law was
broken” Mr. Gingrich said.

At issue is whether Mr. Clinton, as
governor, used his influence to keep
the ailing savings and loan associ-
ation afloat when federal regulators
said the bank was no longer able to
protect its depositors' accounts.
Madison was owned by James B.
McDougal while the McDougal and
Clinton families were partners in
Whitewater, whose finances were in-
termingled with those of its princi-

Mr. McDougal is the focus of a
federal investigation into allegations
that he manipulated fraudulent
loans through Madison and also that
he authorized illegal payments to
several powerful Arkansas politi-
cians, including Gov. Clinton.

Mr. McDougal, who was indicted
in 1989 on fraud charges in connec-
tion with Madison but acquitted the
following year, has denied any

Republicans have opposed the independent

counsel statute,

which expired in December

1992, arguing that is has been a means of
harassing Republican presidents.

loans were repaid, his relationship to
Mr. McDougal — there are dozens ol
questions that need to be answered,
and 1 think it’s in the president’s in-
terest,” Mr. Dole said.

Mr. Gingrich put it this way: “By
any standard affecting Carter or
Reagan or Bush, the Whitewater De-
velopment Corporation mess would
get an independent counsel, by any
standard, and 1 think the longer the

wrongdoing.

In his remarks yesterday, Mr
Dole, who also has called for a Sen-
ate investigation of the Whitewater
scandal, said he believes the pres-
ident should provide the financial
files he turned over to Miss Reno to
the Senate and House banking com-
mittees as well.

Republicans have expressed
doubts that Miss Reno, who was ap-
pointed by the president and is by
law the president's attorney, can be
independent when examining alle-
gations that concern Mr. Clinton. She
said there's no need for a special
counsel, as the White House has not
intervened in the probe, being con-
ducted by Justice Department law-

rs.

White House senior adviser
George Stephanopoulos, who also
appeared on “This Week,” accused
Republicans of political opportun-
ism in calling for an independent

counsel. He noted that several of 1
legislators seeking such an appoit
ment had voted against extension
the special prosecutor statute.

“The president has turned over
the documents to the Justice Dep-
ment. It was exhaustively loo:
into during last year's campai
Mr. Stephanopoulos said. “The pr
ident was part of a real estate ¢
many years ago where he lost a
of money. Those are the facts.
laws were broken.

“The Justice Department inve
gation will show that. But there is
need at this time for an independ
counsel.”

Mr. Dole said he believes the pr
ident “probably will be cleared”
wrongdoing but nevertheless sec
an an independent inquiry “becat
theres federally insured money
the savings and loan."

“Whether or not these funds we

used for politics, whether or not !

20w e
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Clintons avoid doing that, the more
... people are going 10 suspect that
there's a reason they don’t want an
independent counsel”

If Miss Reno declines to appoint
an independent counsel for such an
inquiry. Congress should enact legis-
lation re-establishing the office of
independent counsel to force sucha
probe, Mr. Gingrich said.

Mr. Dole said such legislation s
not necessary, as Miss Reno already
“has the authority to appoint™ an in-
dependent counsel.

He also complained that Congress
seems unwilling to conduct any
hearings about the Whitewater al-
legations.

“The Democrats arcn'l going fto
have any hearings. ... The Demo-
crats aren't going 1o touch this." Mr.
Dole said. “If it were a Republican,
we'd have five or six hearings going
on right now."

® Ronald A, Tuylor, with the prest
dent in Hilton Head Island, 5 C., con-
tributed to this reporl.






