
Su.:anne Garment 

~Give Them the Papers~ 
To do otheru·ise inrites more trouble. 

-so pay lhe twO doOan. - That'$ :he ourw:n 
.tt Ul a IOO.g. NSSIC )Of(e a bout a g\JV "''llO 

reruses to~ a Pll'l<slg ac,et ana enas up 
ui tront oi a iinng squad. There IS VI u,a,o. 
iO<JSl)lett01.adl,,ce,cnov.11oyV1vone"'l'IO 
has 006trVed lhe past 25 rean oi Washing• 
ion scandals: Gtve u,em lhe l)ilrrs. 

You say they ha,·e no ngnt to lht papen: 
GM them lhe ~ Vl)"'a,·. ls lilcre em• 
barnssmg inbmalJCr. ,, lht documfflu.' 
Just gJVe them lht papers. u,d Qwcl.. 

The Cbtltonlles are pobllCally .opluso­
cued folks. Yet to )Udge by lile11 IWIClW\g 
l11U5 Qr of the Whitewater ~ - l!l\'oiv• 

111g a bus1ness ventwe l,\· :h.: F :nt Couple 
Ul partDenhip WTth failed sa \'Ul.2S Vld loan 
09tntor james McOou~a,. JQITU/IJ.tnuoo 
openu,·es were absent rrom cla:IS aunng 
tJu.s lesson. 'lndttd. tneir oen.a,10< nas oeen 
so clwnsy as lO SU~St ln.il perhaps tile 
lesson canno1 be uughi,.t au. 

Our current expenenc.e ui ~ docu· 
ments begin$. n.atutaily ... ,th Watergate. 
By the ame Pr~t Richard :-.ucoo h.lO 
iirushed 6ghung l11e public battle to Keep 
lus Oval Officit upes seCTet. he hid Wllll­

tenDOIWly made them a S)mbol poweriul 
enoup IO destroy him. 

True. some people wt the OllJ'°'lle 
v,ew ol Nilccn's wlure. arguing that he. as 
presidenL cwld and should have destt'o)'ed 
the upes .itogeu,er. That compbaunc ~ 
IIOCl. tbouct,. •os not open to Sucon·s SU<· 
cesson in~. 

Environmenw Protecuon Arenc;· offi. 
CW RJU Uvdle gO( lrllO btg cnmin.aJ IIOU· 
ble not for coafhct4-interest Y10lauons out 
for llttt1ng records d those oontaCU 
When a cnminal case. later dropped. re­
moved NASA aclmumtntor James Bew 
iron, bis agency on the eve ol the Challeng• 
er laWlCh. the cause lay lar,ely .., lllionna• 
tlOCl that his old comparw GenenJ Dynam­
ics had Withheld from rovemment auditors. 
The independent coc.nel pl'Olled unable lO 
oonV'CII(% a 1JrY ol~r Nri', lar,er 
crimes but succeeded when n came to de­
SlnJCUOl'I ol docwnents. 

The expenence of recent deca~ teach• 
~ puL UlCIOCffll or gwlty. )'OU v.-ul ha,·e a 
haid ume keepll\g Ulfonnauon out ot lhe 
hands of invesugatorS and. ulwnately. the 
pubbc. Morf!<l"er. ,f you fail. you v."lll have 
bought youndf much more tr0uble lh.n 
vou were in to bep w,th. 

Tiiat bea1g lhe tau~· clear case. how do 
"''e expwn lht Cbnton admirusiratlOCl and 
Y.'hnewater' 

By the end ol lhe week. the nauonal 
news media •-ere alnut W\3rumous .., g,,.·· 
ing the While House two on a scale of 10 1n 

Its response 10 the sc.andai 
The cued nusukes were nwnerous: not 

meoeanc lhe charge ~ in the 1992 
presidential campa,gn. remoVU1g docu· 
ments from Vinoent Foster's o!:f>ce attir 

mo,-aJ. keeplllg Ille $WCJCie in,·esogauon 
low-level and quiet. not full)' ~nung 
.. ,th a1vesugators. iinally oiienng to twi, 
O\'er docwnems v.1thout re\'tmrlR tht e,a~-
1e~ of a ~t oi ju.uce iul)p()CN 
10, them. using the subpoena 10 3vo1d pub­
lic disclosure. and say111g lht aocwnents 
had been turned over wnen they had not. 

Wlute House spolcesi,ersons sav neian• 
ous mouves are bea1g ascnbea to lhe11111• 
~ooent nuswes: When Cluuon L1"">·ers ap­
proacned tl:e Jusuce Oepanmen1 abom 
cehvenng dOcwnents. they dKI not know 
a:,cx,1 li:e preparauon of ol the subpeena 

Y."hffi cresioent.w ~e Georie Stei,nano­
polll06 saia u,e papers naa O<!en eiven 10 Ill· 
vesugators. ne a,a not KnO ... aooul Ille~­

L1v. 
· ~ expwiauons are not lllll)laUSJok 

R~pona,n~ 10 a o,g pouucal scandal -..,:h 
cnmirw unwcauons IS lo21socaJ hell. Re­
cocas " ,iJ be rouno incomplete. Document; 
,nil oe 1ana'.1 missing. Memones will be 
t . .\H:4.!, contncilctory 

The mnunal rn.aner-lhe only pan or 
Ille sc:andal. after ail. l11at can put the W · 
get in lhe slarnmer-nas its unpenoves 
Someumes delav IS necessary. to make 
sure tr.a: lilt e,,oence IS weU 11.'lCltrstooa. 
But tM pouuc.ai a.~d public rebuons task 
nas ,u 0"-1'. us.all\· contra<llctOf\'. dc­
mallds Wha1 IS napperung lO UlOSe OOCU• 
mencs. 11 -.'11 oe nKea. wlllle lhty are Ot­

uig Kept .ecret'. 
The lugner uo the oincw wget. :he 

more pe-oo.e -.,Ji be .,.,·owe<: as twlOlers 
ana Ule more a.mage controllers there art. 
u,e morr carnage u,ere "'"Ill bo! to control 

Thus no maner now mallV scandal t<· 
amples .,.e n,,·e before us. oifiaa1s invoi-,ed 
1n scanaals "'° usually proauc:e enough 
sc:rew-upS to create some forward scanoaJ 
IDOlllffltwn ol their o"'"· 

In lhe ',\'lutewater case. the admirustn· 
uon has now put together a Dam,~ Con­
trol Team. So we can elQ)eCt fewer oi l11= 
tea-J'lleii m,sukes. Bot ti m.iy not be so 
t.as,· ror lht sunaal commandos to de.al 
.. ,th the deei,er reasons for inepatude. 

-\ W aslwlgton Post "'n:er asked one oi 
'..he CWN~e rontr~rs last week whether 
Clinton .nould no .. · sunp,y ~ .., R.­
put>ocan C11Js for VI UldepenOenl counsei IC 

oook into Whitewater. Aiter all. ht ..-owd 
prooably get one.., Ll)e end lll)'WlY, 

That. Ille officw reportedly said. IS-• 
nor,-sunn 

Whv U'uS oeterrrunauon to rcstSt lhe Ln· 

,,,ubleJ Perhaps both Cbntoos are full, . 
tCnOwingn· ,utlt)· u stn and gnmly deter· 
rruned to ouv ume. 

ThA1 IS ~•ble but l10( bke~·. at leas, ::: 
:t :,;, e%1.rt-:nc 10!;!"1, H~·N!':c:-. wt-.2:t J::OOt.:l oe,. 
•~e e-Jlln· JUSt • lmJt b,t.' Or "St one of 
them cuipable' \l,l\at about tll/onruiuon ,r. 
l~ oorutnenlS Wl lets the pui>bc V1 on 
emoa:':'aS511lg llllngs not reL11td to Ul< 
Wlute"-'2ter ca~? Or facts trJl are reiatJ\'e• 
~ lClllOCtn: !ntt loo!- so •"''iu.l that ~ · can• 
r.ot be <uccessiull)· expwned? 
n.- auesuons a.re difficult under ar.·, 

cim.ims=. When the,· anse in maner\ 
01 sn or '1\0llt\', L'>ev U!)

0

petnap; the two 
largest moo,-m r...-r\-ocn of gwn. conrus,on 
u,o pan,c. Again Uld ag;un in recent scaMAJ., 

we ,tt ot.~ calcwacni. competent tr• 
cn-idu.aJS lose thetr shrewd JUdg,nem and 
SUIXUITIO 10 ~ when they are dwn;,e,d 
he»inl into ~ pn.s. And the Wlute­
"-"aller ca~ cames VI even t,u,,er buroer.. 
SNdowea u ff IS t,v ,101en1 deal11 

Ail Ult cam.age conrroilers Vld cn;;1;; 
:na.ria~rs VI the .,o,ld cartnoc fullv sa,e • 
oouucal n~e rrom tl"tse aruoeues A.."C 
:.r.t:r conseouencts \.\.~ nttoa not {ear :.."U· 
oou~.ans. liUlTUJ'lg rrom :ne oast . .. 111 
1!1'0"-' so il0llt<l that tilev scol! the sc.ana.al 
sea.son tor us: v--nen tile nounas are reao·. 
there "-'11 be ~IV of nares fnghteneo 
t nougn to orov,oe a innuc cnase. 

Th.t u·n~r u a ,,swent s<hola, at ltw" 

.-\ m,r1€an Enttrpr:s, lnst,tuu ar.d 
authar of"Scanda/: ThtCui1urto1 
,\fu1n.s: 1n ,t,.,,n.can PohtlCS .. 

~Ct~ :P0ut DVl'\MU--f ~U'.:l;-~c,, J<t9lfv• 
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~r\11 E,ier-Growing Paper Trail 
Ointons' Whitewater Records Go From 1Vothing to Tolumes 

Bv Howard Schneider and Charles R. Babcock 
r W1.:,.tu.n,r100Po6:tSuHWmen 

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. 

MISSl~G. From Al V 
and loan owned by the McDougals. 
The thrift, Madison Guaranty Sav­
ings & Loan, failed in 1989 at a cost 
to taxpayers of $4 7 million to $60 
million. Federal thrift investigators 
have found evidence that money 
from the sa,ings and loan was di­
verted to Whitewater and other· 
McDougal companies and listed the 
Clintons among the possible ben· 
dicianes. 

The Clintons have said they were 
passive investors in the venture and 
d,d nothing improper. They said the 
~kDougals 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 ½ years-assemble their White­
water material in one place for an independent re­
view. White House aides anticipate that they will 
send the Justice Depanment several boxes of ma­
teria l. 

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 Depan­
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 

Publicl)', 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 
Ointons' 
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 Clinton 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 its lots, said he still had records 
from Whitewater real estate trans­
actions. But he said he would only 
share the records m his possession 
if one of Clinton's advisers told him 
it was okay. i> 



., 

ANew Opening in North Korea J 
Encouraging signs emerged this week that the 

Cilnton Admlnlstratton'1 diplomacy Is having the 
desired effect on North Korea. lbe North has 
•&reed to aJJow the resumption of regular Interna­
tional Inspections of an seven of Its declared nuclear 
sites. And It has reportedly canceled the sale of Its 
Rodong missile to Iran. lbat ts a relief to Israel, 
which would be within range of 1uch a missile. 

True, North Korea has not yet aareed to admit 
ln1pector1 to two suspected but undeclared nuclear 
sites. But this Initial agreement, If carried out, w111 
go.a Jong 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 lmponance of the new 
agreement, saying that North Korea has Just stalled 
since Marc)), 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 nmove 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 

diversion of nuclear material for use In weapons. I 
Inspection of the reactor's core could also help 

determine whether or not such a diversion took 
place In 1989, before International Inspections were 
ln1tltuted. The poaslblllty of such diversion led 
10me 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 altes and other steps may be 
'needed, for example, to ascertain how much nuclear 
material, If any, was diverted In 1989. 

. Those negotiations will take ptace once North 
Korea finishes working out the details of regular 
Inspections with the International Atomic Energy 
Agency and reopens talks with South Korea on 
establlshlng a nuclear-free Korean Peninsula. 

In preparation for those talks, President Clin­
ton needs to prepare a package of Incentives, Includ­
ing diplomatic recognition, mllltary assurances and 
economic ties, to coax North Korea Into opening up 
11111 more, In order to assure the world that It Is not 
making nuclear arms. 

Nuclear diplomacy ts making real headway. It 
needs a package of Incentives, and patience, to give 
It a chance to aucceed. 

The Shrinking Speaker J 
· · Thomas P. (Tip) O'Neill Jr., dead at 81 this 

week, was a well-llked 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 
logical conclusion. They care more about sentiment 
In their home districts, as In the Nafta vote, than 
about the merits of the argument and the succeas or 
failure of a Democratic PresldenL 

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 
Jess consequential than the PresldenL" 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 Illinois, 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 

House elections have turned Into sound-bite blitzes] 
underwritten by apeclal-lnterest campaign funds. 
Indeed Tip O'Nelll'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 C.mbrldge voters, he was among 
the few pany leaders to break with Lyndon Johnson 
and oppose the Vietnam War. In the Nixon years, 
his dissent stood him In good stead among younger, 
anti-war House Democrats, who elected him chief 
whip. 

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 1977. 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'Nelll legacy is a 
-akened Speaker, and a House without a wood­
lhed. 
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. >.rosecutors: . .,ooking Jack I;) Years • 

,ec1a . 
1ton Isn 1 the First President to Balk at Haz:ing His Business Activities Probed 

Bv W&lw Pincus ........... --
President Clinton is not the first 

president to balk at haVUli his bu»­
ness affairs LOvesupted and ignore 
calls for appollllment of a specw 
prosecutor. 

Almost 15 yea.rs ago, a federal 
grand Jury investigation into then· 
Office of Manaaement and Budget 
Director Bert Lance's opel'UIOOs of 
the Nauonal &nk of Geoqpa led to 
disclosure that President Jimmy 
Carter's family pemut business had 
receJVed quest10Nble loans. 

It also turned up further allega• 
uons that some of the loan money 
may have been used in CMter's 
1976 presidential campaign. 

Public concern escalated when 
the trustee of the president's fuun­
cw holdings refused to open the 
warehouse financial records to re• 
porters. 

After more than a month of dam· 
alPll& stones about the Carte.r pea­
nut bus111ess and calls by Repubb· 
ca.ns for a speoal prosecutor. At· 
torney General Griff111 Bell finally 
convinced the president that he had 
to do something. 

Up to that point. Carter had 
balked at appointing anyone because 
there was no evidence he had any• 
thing to do with the nusbandling of 
fUDds. 

Although the law calling for ap­
pointment of speoal prosecutors wu 
on the books, Bell opted for appoint· 
ment of a prominent former U.S. 
attorney, Paul J. Curran. as ·specw • 
COW1$1!1" with authority to investi• 
gate the matter independently but to ,rm, criminal charges only with the 
approval of the Jusuce Department. 

That solution brought on such an 
o::tcry t!ut Curran was given full 
prosecutorial power four days later. 

Seven months later, after ill inves­
uption III which the president was 
~uestioned under oath on four differ· 
ent occasions. Curran concluded 
lhere was no basis for cnnunaJ pros· , 
!cution. But the ISO.page report he 
ude pablJc cited numerous ln'Cgu· 
arities and ,us an embarrassment 
'or the Carter fanuly. 

Bell did not appoint a special 
irosecutor even though the Ellucs 
11 Government Act bad been ap­
iroved one year earlier. That law . 
111d tbe' independent counsel act 
hat succeeded it called for an at· 
omey.~ to seek appomt:ment 
if an illdependent COUDsel 111 ~ ~..-• , 1 
iauoo wlltre a prelimmary Jusuce 
)epartment iDqwry disclosed a po, 
eoo.il. Yiolaoon of fedual cnnll.lW.. 1 

1w by a pasidenL the attorney 
;eneral or other specified tugh• 
·aD_Jung gov~i:nmeot offic1als. 

l..bnton·s Wtute House counse1or. 
DaVld R. Gergen. stressed thilt ei­
ement of the law Fnday in argwng 
that a special prosecutor 1s not re• 
qwred to investigate Cunton s Ill· 

volvement m the Whitewater De­
\'elopment Co111. and a failed Ark.ar.­
sas thn!t. Madison Guarant)' Sa,·-
111gs & Loan. James McDougal. 
Madison· s fonner owger and the 
Cbntons· former panner in Wlute· 
.,.ater. 1s under invesugauon by tne 
Justace Depanment. 

"What tnggers the mvesugataon 
by a special prosecutor: Gergen said 
on NBC's "Today' program. ·1, a 
specific allegauon by a credible 11.1t • 
ness of potenual violations oi federal 
law. Now iust tell me. who as the .,,1-
ness who· s nude an allegation? And 
what as the allegauon:" 

There are. of course. other tng· 
genng mechanisms for a special 
prosecutor under the in<iepe11dent 
counsel act and the reauthonzatJon 
bill that passed the Senate last l'i o­
,·ember but awaits aroon III the 
House v.·hen Congress returns later 
tlus month. 

An attorney general. under the 
put and proposed Senate version of 
the law. can Sttk an independent , 
counsel if he or she determines that 
an 111vesugauon 111to an alleged fed· 
eral crune committed by someone 
other than the president or one of tus 
top officials would result III ii ·persoa· 
al. finanaal or polmcal confbct of Ill· 
terest: That pro,,saon h.ls been Ill· 

te111reted to focus on conflJcts lll\'Oiv­
ina the attorney aeneral. 

If it l"ere broadened to l!lclude 
the CliMon s1tuat1on. that would 
mean any cnsrunaJ 111vesugauon of 
friends or former bus111ess assoc1• 
ates of a president or other top gov• 
emment officials could require ap­
pomtment of a spect2I pr0sef111nr 
Tbe potentw demand for special 
prosecufors under such an 1111e111r~ 
taunn would be enormous. 

Congress. through the House and 
Senate Jud1aary corruruttees. also 
has a means of propos111g ilppoint · 
ment of an independent counsel an a 
particular matter. Under lhe old law 
and lhe proposed new one. ii mil)Onty 
of either the Democ:nuc or Repub­
lican members of the Judacwy com­
mmees can vote to ask the momey 
aeoenl to seek a special prOStOJtor. 
The attorney general is not reqw.red 
to do 10, but must repon back Wltb.iD 

30 days on whether the request 1! 
bemg met. 

In Aueusi 1992. Attorney Gen­
eral Willwn P. &rr turned down a 
Home Judiaary Commmtt request 
for an indtpeudeut COUDJCI to inves­
ugate alltptioos that~ admin-
1stratioo officials had been invo~ 
in U.S.·insured loans that 111,1y have 
bought arms for 1.nq·, military. In­
stead. in October 1992 Barr rwned 
a retired federal ;id,e, Frederick B. 
Lacey, as special counsel in the 
llllltter. Lacey detennmed ~t no 
federal cnme !Yd been committed. 
a finding criticized by Democratic 
House members. 

Of the dozen illdepeadeat coun• 
sets api,ouned in mt· Jean •since 
1978 when tbty-ftft fi.nt zathor· 
u.ed by law. three in Slill opent• 
ing. ::-· 

Inn-contra independent counsel· 
Lawrence £. Walsh alte: seven. 
YCU'S oo Joacer baa Ul'f'eStiptive 
power but •waits public release cf 
his controversial ~ Ris $31' 
million investigation ended with lll. 
convictions, tll'o of wbic.b were 
ovemimed on appul. Lo additJOn. 
President George Bush pudoned 
both former defeme seaewy 
Caspar W. Weinberacr before his 
tnal was to bqJo alld i tGp former 

CIA official wbcL also had been in-
dicted. ' . . 

}ose--.,b E. diGtrre..i, appomteo in 
~ f9U'_":'\i; anvnogate 
Wbite' ·Ho115e ollicialt alleged 111• 
Vl)Jvenwit L~.tlle - . pre-elecuon 
sear~ .<l Cli.ot=.. port files. 1s 
compleli(ig_ his . ... tJOo and is 

expeeted to rC9Cd~. 
. &iiu M . • A~ppointed 1.0 

Mucll 19,90. t~. mvestiptt allega­
llOOi ot a campiraq !b defraud the 
govemmw 111vol\io1 formrr Hous­
ing md u~ Devdopmect secre­
tary Samuel R. Pieiu Jr....conunues 
has iDqwry .in wluch eli)lt,.iDdi-.adiw.s 
have been clwaed .. ,th crunes. 
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BC-USA-WHITEWATER 
GORE BLAMES POLITICAL OPPORTUNISM ON WHITEWATER FUROR 

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

''There ha s been no specific a l legation of crimina l wrongdoing . What 
there has been is a series o f political attacks, ' ' Gore told the CBS News 
broadcast ''Face the Nation.'' 

Clinton is be i ng investigated for a number of investments he made dur1n~ 
the 1980s. He ha s agreed to re l ease all his papers re lating to the 
investments. 

Congressional Republicans have charged that th e White House is 
controlling the investigation and say Clinton i s being given pre f erent i a l 
treatment by the J ustice Department. The Republicans have asked that a 
special prosecutor be named to look into the allegations. 

··rt seems to me that it's political,'' Gore said. 
''The day that President Clinton was burying his mother in Arkansa s 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 publ i c ly made specific charges of i llega l behaviour on the 
part of the Democratic president, who is responding to a subpoena to hand over 
all his personal papers on Wh itewater dealings to J ustice Department 
investigators. 

REUTER 
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AM-Clinton S&L, Ark Bjt,920 
1986 Audit Cites Arkansas S&L Problems That Are Now Focus of Probe 
EDS: Also moving on nationa l wire 
By RICHARD KEIL= Associated Press Writer= 

WASHINGTON (AP ) Nine months after Hillary Rodham Clinton's law firm to ld 
state regulators a troubled Arkansas thrift wa s heading fo r i mprovement , 
federal regulators painted a starkly different picture warning that the 
institution was teetering near insolvency because of r isky land venture s a nd 
accounting irregularities, documents show. 

A confidentia l March 198 6 audit by the Federal Home Loan Bank Boa r d al s c 
warned that Madison Guaranty Savings and Loan funds appeared to have been 
improperly diverted to projects and associates of the thrift's owner, J ames 
McDougal. 

Eight years later, that allegation is a key focus o f a widening f edera l 
probe into the thrift's failure that has now embroiled President and Mrs~ ­
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 McDouga l 
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, rif e with 
conflicts and on the brink of collapse. · 

''The problems discussed in this.report (conflicts o f interest, high- risk 
land developments, poor asset quality, rapid growth, inadequate income and net 
worth, low liquidity, 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 o n 
a $2,000-a-month retainer by McDougal and was working t o get the state t o 
approve a novel stock issue plan t o help recapitalize the thrif t . Mrs. 
Clinton wrote a letter to convince state regulators the plan wa s l ega l . 

Correspondence in the matter suggests Mrs. Clinton' s rol e wa s limited, 
with most of the firm's work done by Rose assoc iate Richard N. Massey . 

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

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

''The applicant anticipates that no defi ciency will e xis t 1n th e nea, 
future, ' ' Massey wrote a key assurance since the state required the c a s r. 
reserve limit be met as a condition for use o f th e recapita l1 zat1on plan . 

Though approved, the p l a n wa s ne ver i mp l emented , b ecau se Madi s on neve, me: 
those FHLBB requirements. 

Other Rose firm correspondence painted Madison in an opt imist ic ligh t, 
saying the recapitalization plan would end shortfall s , and arg ui ng t ha t 
different accounting methods would improve Mad ison' s f inancial s tandi ng . 

''Madison ant i cipates that the proposed act ivities can onl y aid i n t h e 
improvement o f its financial condition and services provided t o i t s 
customers, ' ' Massey wrote on Ju ly 2 5, 198 5 . 

No one answered the phone Sunday at Massey ' s of f ice and t here wa s 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 h ad 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 o f Little 
Rock, which had pronounced Madison to be in relatively good financia l shape . 
However, the FHLBB's 1986 report notes that Frost accountant Jame s Al ford, who 
signed the audi t , had two loans with Madison, a situation regulators said 
could have jeopardized his impartiality. 

The 1986 FHLBB report offered a grimmer assessment of Mad i son's prospects, 
detailing what it said were widespread abuses by the thri f t 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 to 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 audi t also concluded that accounting irregularities were mak i ng 
the thrift's books look better than they real ly were. 

··correcting entries wil l adversely affect net worth and result in an 
insolvent position,'' it said in a stark assessment. 

Despite its perilous position, Madison remained open. McDougal wa s ousted 
from his thrift leadership role that year, remain ing as owner. The i nst i tut i on 
failed in 1989 at a cost of $47 million t o taxpayers. 

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

··rt had a net worth of $22 million the day I left in Jul y 1986, '' 
McDouga l insisted. 

McDougal also addressed the critical federa l audits , saying tha t the s ame 
regulators were approving his plans to improve the thrift. 

The current investigation has grown out of ' 'lies and misconceptions these 
irresponsibl e scriv eners are printing, '' McDouga l said. 

**** filed by:APW-(AR) on 01/09/94 at 14:55EST **** 
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'lloyd N. Cutler 
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Just When We Need It 
Congress ought to renew the independent counsel law. 

The Polt's editorial "Yes to an i.nde!)endent 
Counael" Uan. SI urges Attorney General Janet 
Reno to appomt ooe now to take over the Jusuce 
Depanmeol's Madison Bank inve$tigation. because 
oo "Justice Department in any adminisuauon can 
cooduc:t a credible mvestigaoon involvu,g a presi• 
dent to whom it is ultimately responsible." 

This. oi course. is the problem for which the 
indepeodent counseJ statute was designed and 
passed in 1977. Unfortunately. the statute sunsets 
every five years. Although ii was re~wed in 1982 
and 1987. the oppositioo of the Bush administration 
and the threat of a Republican filibuster blocked the 
1992 r-wal bill. so we have no independent 
counsel law today. President Clinton and tbe Demo­
cratic majorities in Congr= support 11s r-wal 
with a number of useful 1111Provementa. but tbe 
Republicans have cootinued to prevent 1ts pasaa11e. 

A statutory ~t cowise.l i~ selected by a 
court at tbe attorney senenl's reqUe$t. While Alt«· 
oey General Reno could herself appoint a "special 
coumel" with lDOII oi the same powers. she is rilbt in 
sayms that anyooe sbe picked would probably be 
attacked as partial to tbe iocwnbent adminilUaljon. 
We hPe cn1y to look at Frederick Lacey, tbe cliltm­
guilbed former fedenl juclee appomt.ed u special 
coamel by Anon,ey GenenJ William Ban to inffllli. 
gate the cbqes Iha! high Bush admiaistraooa affi. 
cials bad c:o¥ered up their allesed efforts to belp arm 
Saddam Husaein. William Sa6re of the New Yort 
Times, the lDOII fenmt and dfective of !be cxmnip 
acc:mttS, dispa.ra,ed Judge Lacey as a "frieDd)y llw· 
yer'" brought in "u a dellyina tactic" to act u 
"mppoeedlyal4)eCialcamsel." 

In any event. the re.asoo the attarDeY ~ is 
beini asud to consider appointlnll a speaaJ counsel 
berself is that (temponnly, we hope) we have DO 

independent COWlseJ law in effect tod.ay. Durinc this 
hiatus, it mam sense for ber to be cuioed by the 
sUDdarda of the expired law. It calla oo the attorney 
~ to request a c.ou.rt-appoillted iDdepeDdeDt 
coumd oaly when Ille dete.rmmes. after ber own 
pr-eliminuy inquiry, that she baa informatioo indi­
catin11 that a "cmered" person baa violated a federal 
crimiaal law a.od that further investiption is war• 
ranted. "Covered" pencos are the president, mem· 
ben of the Cabinet. 1hr. White House staff and 
ce:rtaiD other big!# placed officials in the cunent or 
preceding administratiao. 

I have read most ot the ~wspaper and magazine 
ao:ounts cl tbe Madi9on/Whitewater matter. and 1 
have fOUDd no informatioo or alleganon suggestmg 
that the president (or Mrs. Clinton) may have v,olated 

any fedenl criminal In. The Poat editDriaJ acrea 
"there bas been no credible cbar,e ... that eidla' the 
pres;dent or Mrs. Cliat.oG did anflbmt wren,.• 

Of coune. whenner a ~ friend or baliness 
colleague of I president or odler high ailidal _. ,. 
under cnminal investiptiao. l4)eCiaJ care --ad be : . ~ 
taken to e.nsure public COGfideoce in the intep'ity ot · ~ 
the inqlllry. The attorney general and the praident ·· -
appear to bave doae JUSl that. 

Ms. Reno has assigned a career proeec:utor wbo is 
a former U.S. attorney appointed 111 a RepaNican .;. 
president and wbo joined the department IIDder • ;. 
President Bush. He will be UDder the direct mpem- ·· 
SIOD oi the assistant attorne1 ~ in ciaat oi . ~ 
the Crirainal Divisioo. tbe depltJ attA:ney .-raI " 
<a former head of the Crimml DiYisioD and Water­
gate piueeuiorl and tbe aaame, ~ a career .. 
prosecutor who has estabtilbed ber o4epe ,.,., e c. 

and integrity to a ereater meat thu any preclecn- • 
sor since Nicholas lutJ,enbac:b 111d Edward Lni. 
The president and Mrs. Cliatca haft YOluDteend to 
tum ove~ -"tit their doonnrata to tbe JIID:e • -~ 
Department and Raft pledced to cooperate flG)' in 
the continuing Macliam aneatiptiou. 
n- actiaQs compare favonbly widl llow At• . 

tomey General Ban balldled Ille ~-iD-
1'eltigatJOD of the Silftndo Smnp Baa ill 0.-. 
Praident Bush's 1011 bad bem a director of tbe 
bmk. but wa not a "t::IJ9f:ffl4' pm.- mlder tbe ; ~ 
lniepel tenr CoumeJ law, wlsidi wu tlia.ill.dlect.: 
To emtire tbe int.epity oi Ible tlepabW'1, own • 
inftatiptioo. Ban appaiDted III av •• ed iDcml-. . , • 
bent U.S. attorney to bead it.~ ~Dar-1 •• :.. 
biper«lieloo supervilian. • ~, 

Manwbile. Coosrea OQCbt to fiaisb !be job al . : .. 
reneWUJi the indepelldent counld law. 1be ~ 
pubJicam should bave a special iDc:e:miff &r daiD1 '"" 
so, since the law empowers a majnrity of the ... 
minority members oi the jadiciarJ C"Dfflirten to • 
call upoa the attoniey general toilmllre tbelaw,and .. :: 
requires the lttonley general eitber to do IO QC to . -• 
report wily sbe declines within 30 da,a. ~ 

There is always a pcalilitf in m. dejmtmall'I ··­
caititlwn, bank ~ that ~ mipt - ~ 
turn up relatins to the pr-eaideDt or all0dler llillb _. -~ 
official that nugbt call for 111CMQ1 lbe iDqairy ouaide •• ; 
t.'1e dei:a.-tnent. If tl::z: c!ay sbcl:ld came. it WQQld be .• . 
better far us all if the ltalldarda aad lhe t.eeted ... ~ 
mechanism of the iMf'Vndm! roamel law wa-e back ·""! 
in place. "' 

77ie wntn. a Wa.siii..,- law,er, -., Wliu 
H- cou-1 in th.t Carur ad•i11istntio,i. 

.. ,;t 
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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 o f President Clinton 
and Hillary Rodham Clinton in an Arkansas real estate venture says he l ong 
sought to buy out their share to take full advantage of tax l osses. 

Savings and loan owner James McDouga l says he tried as ear ly as 1986 t o 
purchase the Clintons ' share of the Whitewater Development Corp. 

Clinton and his wife were 50-50 partners in the venture with Mc Dougai and 
his wife at the time, Susan. 

McDougal said he sought to purchase the Clintons ' share of the investment 
because he and his wife had suffered a net loss o f $14 5 ,000, while the 
Clintons had lost far less. 

At the time, McDouga l said he was working on a nother land dea i and wanted 
to be able to take advantage of the $145,000 tax loss without sharing i t with 
the Clintons. 

McDougal said h e 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 Internat ional Paper and then sell for a profit. 

He did not want to share the new l and dea l with the Clintons ''because 
then we (the McDougals) would have been putting u p even more money t o 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 , it 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 sel l their Whitewater shares to him . 

But a s his 60-day option to back out of the International Paper land deal 
was running out, McDouga l 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?'' McDouga l asked. 
''It wasn't that he was saying 'I ' m not sending you the stock ,''' McDougal 

said. ''It 's just that it never showed up and then suddenly after 60 days we 
had bought the piece.'' 

The Clintons finally agreed to sell their Wh i tewater shares to McDouaa: in 
December 1992, for $1,000, after Clinton had been elected president. 

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

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

Whitewater has become a focus of the federal i nvestigat ion into Mc0oua J l's 
Madison Guaranty Savings and Loan. Under a negot i ated subpoena l ast weel: oegan 
turning over the Clintons' White~ater records . 

Among things federal i nvestigators are reportedl y trying t o deter~1n, ,s 
whether S&L funds were used during a fund- raiser to pa y off Clinton 
gubernatoria l campaign debts and whether Wh i tewate~ f unds wer e used t o p2; off 
personal debts o f the Clintons. , 

McDougal said no Whitewater funds were used f oe that purpose . He sai d lt 
would ·have been impossible to divert S&L tund s t o pa y of f the campaign debt s 
without them showing up on the books. 

His relationship with Clinton dates ba c ): t o 1968, when they were camo~ Ja ~ 
volunteers for t he re-elect ion campa i gn of Se~. ; . Wil li am Fulbrigh: , □ -Ar~ . 

I 



j 

Mctougal, six years older than Clinton, assigned Clinton to be Fulbright' s 
driver. 

**** filed by:APE-( - - ) on 01/09/9 4 a t 19 :20EST **** 
**** printed by:WHPR(JEL ) on 01/ 10/94 at 08 :0lEST ***~ 



T NE I' ASN '"ro.-; Posr S.4nllDAl. 1~,,"' I. 1,.4 

lresident's La,ryer Tried 
To Limit JiIStice Dept. 
Jse of Whitewater Files 

ByAnnDevroy Y 
WlMfloa,POMSt,11Wr¥u V 

/. 

President Clinton's private law­
yer 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 yesterday. 

Da\'1d Kendall, Clinton's lawyer. 
was rebuffed when he asked depart· 
ment offac1als to agree they would 
not share the material with the Of. 
fice of Professional Respons1blity. 
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 
1he Justice Departmen1 1s generally 
free 10 share subpoenaed grand jury 
material with any of its attorneys 
who have a legitimate need for it as 
part of an investigation into poten­
tial criminal conduct. 

The details of the discussions 
between Kendall and the Justice 
Department were described yester• 
day by White House officials. who 
earl\' tlus week had disclosed that 
ftles 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 whe.n 1t an· 
nounced that day II would voluntarily 
deliver its files. On Wednesday, when 
the subpoena was disclosed, White 
House officials said that Kendall had 
sought the subpoena to protect the 
material from being given to news 
organizauons, 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 Jocuments 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 10 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 oo Kendall's 
request yesterday. But the former 
federal prosecutor with extensive 
Justice Department experience said 

at what Kendall was seeking "is 
ever done, When the Department 

Justice subpoenas materials, it 
poenas materials. Penod. They 
share it" with any other part of 
department authorized to con­

·mmal prosecutions. 

P1l' Whr,· H,,uSl' had agreed to 
turn matt'~:.1! -· • .-~ 10 the frJud unit 
of 1he Jusuce Department, which 1s 
10\·es11gaung Whitewater and a 
failed :\rkansa:1 thrift. Madison 
Guaranty Sa"mgs & Loan, which 
wa:1 owned by James McDougal. 
~le Dougal and lus wtfe Susan were 
partners m Wh11ewater with Bill 
and H1llaf'' Clinton. 

Among the ma1erial to be turned 
O\'er 1s a Wh11ewater file found in 
Foster's office the dai· after his sui· 
c1de. 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· 
ang government files, personal files 
and personal effects 10 go to Foster's 
fanuly. The White House made the 
deterrrunauon of what ma1erial went 
anto which category. and the e.XJS· 
tence of the Whitewater ftle emerged 
onlv last month. 

White House senior adviser 
George Stephanopoulos said there 
was no sinister intent in Kendall's 
at1emp1 to keep the documents 
frnm. OPR. "We are going to do any• 

thmg ..-.. can 10 cooperale w11h any 
leg1uma1e mvest1ga11on but at the 
same 11me we are going to try to 
protect the integrity of the docu­
ments and make sure they are not 
abused." he said. 

The Wh11e House yesterday held 
firm against the need for an outside 
mvestigauon of Whitewater. but 
seruor aides said the issue, wluch 
caused extensive internal debates, 
may have to be revisited. 

Stephanopoulos and counselor 
David R. Gergen both said yester­
day that the Wlute House sees no 
need for either a special prosecutor 
appointed by Auomey General Ja• 
net Reno or by an independent 
counsel that would be appomted if 
the independent counsel law is re­
au1horized by Congress. 

Republicans yes1erday tned to 
keep up the pohucal pressure on 
the White House. renewing allega­
tions that the Justice Department 
probe of Madison and its connec­
tions with Whitewa1er Develop­
ment was being marupulated by the 
White House and could no1 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 pos111on against appoint• 
mg a special proseculor. Both had 
made such a request. 

The Jusuce Depar!me~t m"est1· 
gauon. Reno ,,.ud. 1,; b.-,ng run by 
.:areer proiess1onals ·1n a fair. thor• 
ough and impartial manner. fully con· 
sistent with the dictates of profes· 
sional Jaw enforcement." She re• 
stated her position that appointing a 
special prosecutor on her own would 
not still the questions of impan1ahty. 
and would slow the inves1igation. 

But sources in the legal communJty 
said yesterday 1hat the administra· 
tion has begun compiling what one 
called ·very informal" lists of poten• 
taal appointments should Reno 
change her mind. One source .aid. 
·Some calls have been made m10 thl' 
legal community among 1hose who 
would have the stature to do th1~ 
about whether they might be avaal­
able." The source said 11 was unclear 
whether the calls were authonzed 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 Clio• 
ton's nine-day overseas trip, includ• 
ing his summit in Moscow, will. as 
one aide put it, ·replace Whitewater 
on the froot 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 1ele­
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 presiden1 
over the issue amid the personal 
tragedy over the death of his moth· 
er Thursday was "cannibalism." 

"l 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 Clintoos, could try to come to 1h1s 
town to do something good for the 
country and then they get hammered 
away." 

A senior official said that the Wlute 
House had a series of debates over 
whether to call for a special prose· 
cuter, and that the conclusion "for 
the time being" is that there are 
more aeptive potenual repercus• 
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,;ions than posiuve. The three major 
reasons why such a move could hurt 
the president. the official said, was it 
would elevate the issue to a more 
serious level. would risk a ·runaway 
prosecutor" and would ensure the 
issue would return m 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 undergrowid 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 criticized the $35 million 
investigation that Lawrence E. Walsh 
conducted into the Iran-contra affair. 

"Thanks to Whitewater, the Re­
publicans have become converts," 
sa.id 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 
cowisel 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 wider the old 
law-and would be wider 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 cowisel 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-111.) 
urged Reno to ask Clinton "and any 
others wider 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. 

S.m'IIMt, JA.~UIYI, 1994 

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 
impaneleci 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 trial 
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 KenMth ]. Cooper in 
Washington and Susan Schmidt in 
Li/lie Rock contributed to this 
reporl. 

~ , ~ 



AM-Independent Counsel, Bjt,620 
Independent Counsel Law Among First Issues Before Congress in '9 4 
By LARRY MARGASAJ<= Associated Press Writer= 

WASHINGTON (AP ) Congress is expected to swift ly approve renewa l of 
independent counse l 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 t o 
session Jan. 25, said Rep . Barney Frank, D-Mass., a key sponsor of the 
i ndependent counsel law. 

The House bil l '' should be ab le to pass prett y easil y '' and quickl y b~ 
r econciled with t he Senate version approved 76-2 1 last November. 

Hardly a day passes lately without Republicans demanding an independenc 
counse l investigation into Clinton's involvement in the Whitewater rea l estate 
venture in Arkansas and its links to a failed savings and loan. 

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

The revived law would have the counsel appointed by, and responsible to , 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 col l apsed 
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, Mad ison owner 
James McDouga l and his wife, Susan. 

Despite the GOP demands, Republican senators were responsibl e fo r allowing 
the post-Watergate independent counsel law to expire in December 1992 after 1 5 
years in force. 

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

Rep. George Gekas of Pennsylvania, a key Republican backer, said he wants 
quick House passage but will attempt to offer amendments. One wou ld increase 
the possibility of using an independent counse l to invest igate member s of 
congress. 

--1 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 t o prevent conflict s o : 
interest that could occur when the Justice Department investigates top 
administration offic i als or even private citizens with persona , , financi al o r 
political conflicts. 

The House and Senate bil ls would renew the law for five years. Both woula 
give the attorney general discretion t o us e th e law t o investigate l awmaY.crs, 
and both would control runaway costs. 

Gekas wants to i nclude lawmakers in a categor y of 60 to 7 5 top f edera : 
officials who must be investigated by a n independent counse l wheneve, tn e 
attorney genera l finds s ufficient grounds for 
a criminal probe. For this category, it is presumed that an 1nves t1g ac1 c~ b~ 
the Justice Department wou ld be a confl i ct o: i nterest. 

Sponsors point out tha t f eder~ l ~rosecutors have no t been sh~ abo~c 
indicting members of Congress, and contend th~c ther e "s no automat; = co~:. 1c~ 
when a lawmaker is i nvestigated by the J ust i c e Department. 

The House must decid e whether t o accepc Senat e languag e tha t ~oul~ 
restrict the counse l 's conclusions in a f 1na! report. 

The Senate bil l wou ld not al low the couns ~: t o concl uac tha : s omeone crote 
the law if that person were not indicted . 

The provision wou ld have forced vast changes 1n Wa lsh's soon - t o - be 
released I ran-contra report . 

The current i ndependent counse l cour t, ru i1ng friaay that t ne ~ais~ r epor: 



should be released to the public, described it as • - rif e with accusations o f 
guilt of criminal conduct against persons never i ndicted or convicted.'' 

Walsh continued his investigation after the law expired because any probe s 
already under way were allowed to be completed. 

**** filed by:APE- (-- ) on 01/08/94 a t 12:02EST **** 
**** printed by:WHPR(JEL) on 01/10/94 at 07 :55EST **** 



be-whitewater-missing 
(wap) (ATTN: Nat ional editors ) 
Incomplete White wa ter Arch i ve Turns Into Cornucopia 
o f Documents (Washn ) 
By Howard Schneider and Charles R. Babcock= (c) 199~ , The Washingt on Post= 

WASHINGTON At fi rst, Bill and Hillary Clinton sa id they h ad no records o: 
the Wh itewater Development Cor p ., because their co-investors had them al l . 

No, said James and Susan McDouga l, the records of the land v enture had 
been shipped t o the governor ' s mansion for safekeeping by the Clintons . 

Then, as the 1992 c ampaign progressed , some Whitewater recor ds appeared a~ 
Cl inton aides assemble d j u st enough documentation to p r epare a rorens1 c 
accounting '' of the venture and decl are it a money-loser for t he candidate anc 
his wife. 

Last July, more Whitewater records, kept by White House deputy counse l 
Vincent Foster , were removed by Wh ite House aides immediate ly after h is -·· 
suicide, and were only recently a cknowl edged. 

Now , what began as a seemingly incomplete archive has turned into a 
cornucopia of paper as the Clintons prepare to do something they have re fused 
for the last 1&1/2 year s assemble their Wh itewater material in one place for 
an independent review. White House a i des antic ipate that they will send the 
J ustice Department sever al boxes of material. 

The release f ollows a Justice Department subpoena that the Clintons 
requested so the documents would b e protected by grand j ury secrecy rul e s . In 
fact, part of the reason the file has grown so volum inous is that the Wh ite 
House not only nego tiated the terms of the subpoena with Just ice, but actually 
asked t o have it b roadened t o include campaign document s and other records 
with no obvious connection to Whi tewater. 

The department wanted the records as part of its investigat ion int o a 
failed Little Rock savings and loan owned b y the McDougals . The thrif t, 
Madison Guaranty Savings and Loan, f ailed in 1989 at a cost to taxpayer s of 
between $47 and $60 million. Federal thrift investigators have found evidence 
that money from the savings and loan was d i verted t o Whitewater and other 
McDougal companies, and listed the Clintons among the possibl e beneficiaries . 

The Clintons have said they were passive i nvestors in the venture, and did 
nothing improper. They sa id the McDougals were in complete control o f 
Whitewater's operations and recordkeeping . 

The release of Clinton ' s Whitewater records t o Justice is a n effort t o 
solve a politica l problem for the White House. But it is j us t one step for 
i nvestigators who are trying to understand the connections between White~ater, 
Madison, and other McDouga l businesses that have a history o f missi ng , 
incomplete, and at times inaccurate records. 

According t o federa l regulators and independent auditors who e xan1ned 
Madison, the books of McDougal's thrift we r e notoriously i naccurate. 
Accountants from Pea t Marwick & Main who looked at the t hrift after McDouga .: 
had been removed in 1986 found that during hi s fi nal years t h e ·· under lying 
documentation for cash di sbursements ... wa s often missing or incomplete, and 
entries r ecorded in direct violation of r egulatory and gener all y accepted 
accounting principles.'' 

Judging from the few publicly available land and loan documents, 
Whitewater exhibited some of t he same deficiencies. Recorded land sales, ro~ 
e xample, d id not a lways match th P true value of tra nsact ions to th e compan; . 

According t o sources, thrift investigators have found c hecks f rom 
Whitewater to McDougal that were charact erized as loan repayments, altnoucr. 
there was no documentation for the origina l loans . 

Publicly, the Clinton' s have been reluctan t to detail their i nvolvemen t 
with McDougal or the Whi tewater venture. They are a coupie t hat kept 
meticulous track of the t ax deductions they earned for donat i ng undergarments 
to charity, but have so far failed to release any cancelled checks, rece1pt s 
or other r ecords t o document t he $68, 90 0 they say they lost i n Wh itewacc~ . 

In a two-hour meeting with Washington Post reporter s and editors on De-. 

.r 



6; Presidential adviser Bruce Lindsey said the White House did not want t o 
release any Whitewater records to the press because i t wou l d on ly raise more 
questions about the investment. 

Others documents have been equally hard to pin down . 
Arkansas state election officials said they no longer have records o f o l d 

Clinton campaigns that might prove pertinent t o t he f ederal i nvestigat ion , 
which is examining whether Madison funds were d i verted t o the Clinton campaig n 
in 1985. 

Chris Wade, a realtor who helped set up Wh i tewater and market i ts lots , 
said he still had records from Whitewater rea l estate transac t i ons . But he 
said he would onl y share the records in h i s possession i f one of Clinton' s 
advisers to l d him it was okay. 

**** filed b y :LAWP(-- ) on 01/08/ 94 at 02 :49EST **** 
**** printed by:WHPR(JEL) on 01/10/94 a t 07 :SSEST **** 
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bc-whitewater-ndy - a1718 
(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 th e White House made a 
mistake in keeping secret its request for a subpoena o f President Clinton' s 
business records in the Wh itewater real-estate affair, and he said the 
administrat ion was weighing whether to release the fil e s publ i cly . 

··we certainly haven ' t made any decision at the White House about the 
release of the documents ... '' Clinton counselor David Gergen sa id Fr i day i~ 
an interview on CNN's ''Inside Politics . '' ''There is an argument to be made, 
obviously, for publ ic 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 
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 J ustice 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 wi th such 
reputations ''for integrity and competence'' that they wouldn't be 
second-guessed if appointed. They included two former attorney~ general in 
the carter administration, Griffin Bell and BenJamin Ci v ilett1, and A.B. 
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 politica l strategist 
Paul Begala decrying those who criticize Clinton wh ile h e was prepa r ing for 
the funeral of his mother Saturday in Littl e 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 loos e in 
our society in which publi c figures, s uch a s the Clintons, could tr y to come 
to this town to do something good for the count ry and then they get hammered 
away even though they 're try ing to do the right th i ng .'' 

His comments i n the afternoon CNN interv i ew were less defi ant, howeve r, 
and he conceded the White House had made a mistake in keeping secret it s Dec. 
23 request to federa l prosecutors for a subpoena of Cli n ton's record s . 

(Optiona l add end) 

The subpoena wa s i ntended t o help protec: t he ! ile3 f rorn disc losur, 
through leaks or the Freedom of Informat ion Ac t . 

''In retrospect, I wish we had come forward at th e time and said w~ ar c 
going to voluntaril y turn them over and we are as}:ing for a subpoena tna: 
covers all of these i n order t o prevent selec:1ve l ea}:1ng , ' ' h e sai c ·- b~: we 
are where we are and , you know, I wis h that we ... had done it difrerc~=-~- ' ' 

Federal prosecutors are investigating whether deposi tors' fu nd s 1n a 
failed Arkansas savi ngs and loan called Madison Guaranty were i lleaal1: 
diverted, including to Whitewater Deve l opme nt Corp. and Clinton ' s 198 ~ 
gubernatorial campaign . Th e Clintons were partners 1n Whitewater wit~ James 
McDouga l , who also owned Madison. 

Distributed by t he Los Angeles Times-Washington Post News Service 



**** filed by:LAWP(-- ) on 01/08/94 at 02:13EST **** 
**** printed by:WHPR(JEL) on 01/10/94 at 07:SSEST **** 



Ex-Partner of Clintons 
Def ends Bi1siness Deals 

By Joel Williams 
\uu• • t""' Pu • 

LITTLE ROCK. Ark .. Jan. S­
Jamu McDougal-lhe reciuSl\e. 
key figu re m a Arkansas real es1a:e 
pannerslup thal has embrouec 
Pres1den1 Clinton and his wtfe in 

conlroversy- has emerged lo de• 
fend emphatically his business dea l• 
ings. sa),ng 1her "m no ,..a>· bent• 
flied" the f1rs1 fanul)·. 

In an m1eJ'\1ew Friday. ~1cDo.­
gal , 53. supported the pos11 1on 01 
the president and Hillary Rodha m 
Clinton thal the)' d:d notluni; 
"'Tong. But McDougal said he be· 
heves the Chntons may have iost fa: 
less on the Wh11ewa1er Develop• 
= nt Corp. partnership ,., 1h hur. 
than the S68.900 the pres1den11a! 
campaign clauned Lil 1992. 

"'My records don·1 reflect the) 
d.Jd, although I don't wish to get LlllO 
an argument about that." he sa,a. 
Later he acknowledged that h1, 
· records" were his memor;-. 

McDougal said he only could re• 
call the Chntons investmg about 
S9.000. They sold their mteres1 :. 
Wlu1ewa1er 10 McDougal in I 99~ 
aher Clinton was elected pres1ct:.: 
and reported a $ l.000 cap,ul ga:r 
on the sale - the pnce McDouga. 
paid for their sha res. 

Wluiewa1er has become a 1ccu, 
of lhe federal 1nves11ga11:,r. :r.: · 
~1c Dougal's ~lad1son Guarani\· :,a , • 
mgs & Loan. and Re pubiican; :· 
Con11Tess ha,e called 10, a, :r. J· 
penoen1 1n,·es11ga11on. L' noer a ~­
gotm~ subpoena. 11:e \\'r.1:, 

House !,<1 ,. e..-, oec3· :~:-::1n1< ove: 
tr.e Ciir.:,,n·. Wr. :1e•q:,: : •: cords : 
:r.~ Jcs:1,c i..1..-;;J::~e:.: 

Amer.~ tnir.~ , 1ede:al 1r.,·es11~a• 
INS are :epor:eo"· 1rnr.~ 10 dete r• 
rr.,ne 1, 1<heiner S&:.. icnc, v.·e:e 
used curing J iuno-raise: 10 pay of: 
Clmlon 11ubema1orial cam pa1g~ 
debts ar.<! -. heth~• Wh11e,.·a1er 
/uncs v.ere 1:-t-:l 10 ~a,· on the Ci,n• 
10n, pe:sor.Ji ceo: , 

~kDou~a: •• ,: . ,, \\'h::< .. ·a:~: 
:ur.C> "-' ttc l.. !'-t-= : -; : ::ia: ~:.:rpose: 
He u :c 11 "' 01::c na, e oeen 1mpo, ­
s1ble :~ d1, e:. S& L ;unds 10 pay oil 
tr.e campa1cn debt, .. , the ~: the:n 
sho,.,ng up on 1r.e book~ 

-r he Chntons m no way oenefited 
1rom m,· hancl:ne cf ~!ad,son Cuar• 
an:· . ." McDougal S.1:c 

~lr0ouy~1 "' '-~ nc.·• l" ·es v:o 
5723-a-mor.t:i 1~ Soc:al 5ecum,· 
d1ub1h: y. sa:~ the aliegauon. of 
rrusmanai?ement at n,s S&L are be· 
ing recycled from a 1990 f~eral 
irad 1r1al .~ " nic~ ~lcDougal ,. , , 
acqwltt c 

Tr.e c:irrer.: :n,·es:1ga11cn ha ; 
o.:, :. u~~e::a , . ..- r. ~lcl.,oui;a: 5.11c . 

~ca .. •l Rt :>c~11Cl :"' ··:-,a·- I"!"; . 

~-· , • ha • .t ;:,~ · · • .:~:c::r.e:i: :· 
!~':'•· :t" ... .:- •-:- Ci ~ 
l ~!~ :-~~~-: · ,: 1: · · ~, -':' ... "\Or: "• 
-... ~ .· ... ~ ~ .?~ . .,J· 'J. :' • 

rr.t:r .. ; . ·: : . "..::--•~ .. · ; h ~ 
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Pass an Unaltered Counsel Law 
L.lst week < \l,lrne House macr. .r.lt :or.s ove: 

susp1c1ous ArKansas land and ~,n, uea1infs. anc 
the Jusuce Departmenrs weak•Kneeo response. ur• 
oerscore the need for Conizress :o ren,·e tne Ind~· 
oendent Counsel AC I - quickly. ano ,.·nnout hot•• 
bhnit amendments tnat wou1d prohibit a full publ1 ~ 
re:,ort bv the counsel 

But ·that could take months - at l ume ,..he~. 
speed 1s urgent. Even a few weeks· delay may h.lrl':'I 
the Arkansas mvesugauon. As eariv as :.larch. 
some susp1c1ous acuvn1es involving a business 
partner or Pres1den1 and Mrs. Chnion·s ma,· be 
beyond lhe Govemmem·s reach under a five.year 
statute of hm11auons. 

That only strengthens our conv1ct1on :hat Al· 
tomey General Janet Reno should exercise her 
authoruy to appoint a special prosecutor from 
outside her department 1mmed1ately - to pursut' 
the invesugauon until the Independent Counsel Act 
can be revived. 

The act. which allows the Attornev Gene ral to 
obtain court appointment of an independent counsel 
when high Government officials are suspected of 
wrongdoing. lapsed in December 1992. But Congress 
now appears read y to revive 11. 

Unfortunately. lhe Senate mmonty leader. Bob 
Dole. one of many Republtcans rightly demanding 
:>~empt appc!lltment of an ournde mvesugator. 
1s a lso lhe source of an amendment that would 
weaken lhe pendi~ leg1slatton. He persuaded 
the Senate to remove the law's requirement for a 
lull report by the independent counsel explauung 
the failure or the refusal 10 press criminal charges 

Thai wol. !C c15-ab1"' t:'l"' s:>e~:1 cou~:--­
pcrrorm:ng or:C' o~ me 1a \t. s :-:io.:-~ 1moor:J::: :~r .. , 
uons : not on!·: :o oursue the oowerfui w11nou1 ie.1· 
out to cteJ: 1ne innocent c rto1:,,, · and in1oc:r. ,n• 
oublic V. nen 3n mvesu11auon toucnes on J h1~r . 
oubhc ofhrn,i - tne Pres1oeni or a Cabinet oii1ce· 1 
ior examp1-: - t:-1!' oubilc n~ecs more· :n :1 :-- t!"!, · 

prosecu tor ; on~•une announcement 01 no cc: r:-1 :r., 
charge 

Thus Senator Dole. who proclaims that his on,y 
interest 1s in c learing the air. has put an oos,acle 1n 
the way of clearing the air The House shOuld re1ec· 
his amendment ano insist upon h:11 reporting oy th~ 
prosecutor 

Meanwhile . the frantic Wh ite House propal!an• 
da offensive. des11Zneo 10 control the pohttcal dam 
age. shows why both the law and more couraie t>, 1 
.-\uorney General Reno are needed to 11~: ::-11 -I 
investt1Za11on bevond tne control of tne spin ooctor~ ! 

David Gergen. the Pres1denttal strategist. goes or I 
telev1S1on 10 claim that Mr Clinton 1s being tota11:_ 
cooperau,·e with in,·esugators and un1ust 1,· p1loc• 
ried even as ne auends his rAOthers funera l but n• 
onlv dramauzes the White House auemp1 10 mar•· 
ag~ an in,·esttgauon that needs to be be\'on<l th t 
reach of the President s people. 

There is.a wa,· t.O end the hubbub. It 1s not. a< 
:\Ir. Gergen suggests. for the Republicans and the 
press to forget their proper quesuons. The onl" 
proper conclusion remains for the Wh11e House to i 
release 11s Whuewater documents and foe Janet ; 
Reno to do her )Ob 
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White House on Attack 
In Furor Over Land Deal 

ay STE PH EN LA IA TON 
......... n. ..... , .. r... 

WASH ING TON, Jan. 7 - Sedclng ID · r angered that lhe had sua,ttslf!d tha t an 
quell a pohucal tire, the White House Mr. Gergen' s a,mmenu came • fie tneltpencltnt coun~I would be a ppro-

Dole Seeks Inquiry I V.'lute Hou~ o!hc,als wer? u1d to be 

today 111.aclcf!d Republican lawmakers Bob Dole, the Senate m,nonty leade~ pnate. and Mr. Ger11en emp11a11cally 
who have challenged President Chn• agaiJI urged AtlDmtY Janet Rf° M denied 111e news r?pon.s IDdl\' that s.a,d 
ton' s handling of a Justiee Department apposnt an Independent ccwue · sh~ . Ms. Reno had 11re10y dec10e<l 10 seek 
invesugauon lnlD his An.&IWIS land R- said on Thursday lhal anyone It one 
111ves1menu. named would be vulnerable ID • ~ - . On Ille D!Mr hand. • aen,or Jus11ce 

A .,. rt of the offensive, David R. tiOIIS that IMJ ..... were 'ic;~ 1~[ ~~; I. ~panmenl olhcsal s.a1d Ms. Reno was 
s ,... H counselor tnl beeause .. ~y wou ~ concerned a bout appeanng ID come ou1 

Gerten. the White ousc bhcans lo; ID her and the Jusuc:e Department I pubhcly too strongly for .&.tit appo1n1• 
sha~y crlt~~Trosecutor ID But Mr. Dole, a Kans.as Repubhcan, 1 men1 ol an 111dependen1 prosecutor be-­
see I an latlonlhl t,erween a named RYen lawyera and former pro.• cause II would give Congreu free rein 1J<•~:':..~ that waa 1:,.rtly owned ecutora who he said would be above I to wnte a law that mlght actually make ! 
·:' ,I.he Otmonl and an Arttansas aav- th.at ltlnd of reproach. On his lilt - 11 more difficult for her ID seek appoint· I 

Y auodation that failed two former AttomeY1 General, Griffin ment ol a c:ounael. ., 
'"e'S-18'ti to:'.,. .. o. B. BeU and Benjamin R. CtvlletU; 1wo She al.so has stNU~ 10 r?spond to I 
n Y ve ,- - former United States a ttorneys. Ml• a 1""'1111 c:hONS of f!d11Dnals that I 

'V'here ta a cannibalism tha1'1 loole dlllel Bayllon and Anton R. Valult.as; have accused her of mishandling the . 
In &ur -,le{y In which public f;,uta. llobert s. Bennen. a former Federal mves11ga11on and have callf!d for Ille 
sucii as the Clim.ans, ~d lfY IO come .,,_nor and lawyer for the Senate ,mmed.11te select,on of an independent • 
10 tjliJ town and do aomethlna aood for ethlcl committee ; A. B. CUJvahouse. prosecuwr. ' 
the, country and then they set bam• former ~ I 10 President Ronald The Jusu« ~nmenn awkward· 
mered away even U-~ they' re try• Ruaan, and' Dan K. Webb, a fonn_er ness m handling the Whnewaier case 
1111.10 do the rilhl thing. Mr. Gersen United States Attorney and deputy tn• may ren«t lhe number of 5ell1or offt• 1 
aai, on the NBC News " Today" pro- dependent counsel In the Iran-contra aals whO h.ave removed themselves 
aram. "Yntenlay, as the Pralclent tnvesllaallon. from 11 beau~ of their close political 
goes home to bury his mocher, to have " If you appolntf!d as special counsel and peraonal ties to Mr. Clinton 
the pohlic.al oppoallion on the warpath, 1 pe..- with a reputalion for 111iegnty , The No. 3 ofhc1al 11 llle department, 
ha111menn1 away, raises a ll aorta of and a,mpetence. there will be no sec• Auoc111e Attorney General Webster L.' 
qu$&Uons a bout what has happened In on~inl ol the special counsel's 

I 
Hubbell. has removf!d himself from 

th11 town. Where ls the decency we . 1nv•llgatlon." Mr. Dole wrote ID Ms. any decJS>Ons 111volving Mr. Clinton's 
~ h.ad?" t R-. Investment in W)111ewater a nd the 1n• 

1t,11n , Mr. Cerge11 m•cl11 lhe ~me 1n1ous)I her apoiteaman. lite Allor• vesugauon of the Madison Guaranty 
poQIII In an appearance on the CNN ney General today reiterated her GP!» Savings and Loan Auoc.1111on Mr 
prc,ram "Inside Politics." 1·•iuon to that approach. · Hubbell a close fnend of Ille Pre51denl, 

. , was a law panner ol the Pre11denl'S 
• C.mplalm of 'Camlib.allsm ..... A-U Disputed wife. Htllary. ,n Lmle Rock. Ark .. I I I 
ilut In an Interview late In the day, The 1pokesman, Carl Stern. also dis- firm 1h11 had r?presen1f!d Madison . 

Mr. Gergen emphasized ll!at he was puled newsaccaunts that M&. Reno had , AnOlher ofhc,al at lhe oepartment, 
not a1ngbn1 out the Republicans when decided to teelt a ccurt appointment 01,1 Gerald M. Sttm. would normally be 
he }poke ol cannlb.allsm. but only "a ll a special counsel once Conares5 passed I involved. 1n lhe ca~ bec.ause ht super• 
of a,hat's been 1oln1 on." a new independent counsel law. On I v,~s man ers involving pottnual fraud 

Casting about for other ways 10 con- Thursday, The New York Times and • 11 saVU1gl assoc,auons. But C!uring his 
tam the political damage f rom the other news organu.ations reported that conhrm111on heann11 las1 year. Mr 
la,id-<leal investlgatiOn. two sen10r 5e1110r Justice Depart.men! ofhc1a ls Stem s.a 10 he woul0 w1thora"' fn,m 
White House ottlda ls said this evening said that Ms. Reno had clec.ided ID ask• cons1denng any issues 1nvo1vin~ the 
Illa! the President was c:onsldenn& coun to appoint an Independent P...,_ Chntons beeau~ he was I s111n1hc.an1 
mat111g pubhc aome of the oocumeni. cuter as soon as Congress a pproved a lund-r11ser dunn11 tilt Pres1den11al 
about the financial transacuons that law renewing her ability ID do 10. campa,,n a nd was the co<ht:·man of 
have been kepi priva te. "The s1Dry 11 not oon-ect," Mr. Stem the 1rans111on 1um alter U>P e1ec11on 

"We're trying 10 get our side of the said. "The Attorney General and her A third ofhc111 at the Jus11ce Depart• 
siory out." said one _.,,or official who top aides have IIOI a lre.ady concluded men1. ASststant Anomey Ge neral Shtt· 

that seektnl an Independent counsel 1s I la F. Anthony. has bttn oeiached from 
inevitable. We don't know what Ille law a nv 1nvolvemen1 1n the case 1>ecause 
will look like or wllll facts mlg)'lt be sht ,s u,e s,sier of V111cen1 ,.,.. Foster 
known ID us When the occasion arises." Jr .. the dtpul\· Wh11e Hous~ counse; 

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

Other ofhc,als at the Jusuce Depart• wno comm111NJ su1c1oe 1as1 Ju:, The 
men! said IDday that Ms. Reno would latest round of news repons aoou1 the 
be 1nchned 10 appoinl a special prose, V.'h11ew11er aff air came 1oou1 alter II 
cuter II the law was wrtllen in such a was d1sclosf!d 11111 rues aOOJI 11.'hne• 

I way that she did not need 10 provide, water were r?move<J from Mr Foster 's 
evldenc:e that the President might have I olhce shonly a her 111s Cleat~ 

I engagf!d 1n wrongdoing. There 1s no Ms. Anthony heao s tM Jus11re ~ -

I ind1ca11on that a ny e v1der,ce of wrong• 1 partment s ofhce of 1e1m1a11,·e allatr! . 
dotn& by Mr. Cltnton has been uncov-, which hondles 1 11 ma11e" ~•--een the 

I 
erecl. 1 department end Congress inclu0,n~ 

The olhc1als said II would be eas1rr • r?qutsls for 1nvest1Jat1ve oocuments 
1ns1s1f!d on not being idenlihed. "A lot tor Ms. Reno ID seek a counsel under a I from lawmakers and tnt 1oop11on of 
ol d1scuss1ons are under way about 111 measure a doptf!d by the Senatt that I the new m0epen0ent counsel la" 
wide range of 01>11ons, including mak• 1 would enable her to ask for a court • The H, u~ Republic.an IUCN. Bob H 
1ng some documents public." 1 appolntf!d prosecutor In " any ma11ers", Michel of llhno1s. urJf!d Ms keno to. 

Olhcsals said that Mr. Gergen's com- , involving possible confhcl of interest , ask th• Pres,dent 10 w11vt the s1a1u1e 
th p roduct of a new dam• , w11h1n lhe the Jurnce Department, a nC! I of hm11a11ons on an y po1en11a1 viola •, 

:e;~~~~f te:m formf!d this week un• I without specific evidence that Mr. Chn• uons " so thll an .•nves1111••~on can be, 
d~r Harold M. Ickes. the new deputy ton or anyone else had done somellling full)! enc properl) cone1uc1t- , 
chief of stall, that has been assigned 10 wrong. !.~•-~~-~~em, the Ju S11ct I>eparl • 
contain any pohucal fallout from the Lepslatloo In House . ,.., .~ ' ~ 
. • , , -·, · .... which meets , ~ I no sututt 01 um1ta11ons probttm 1n I.he-, •* ' ,· Whne House tn· A bill moving llloug)'I the Hou Se 0• I case ~ caust 1nves11u1ori na"• I~ 
,w,ce • oay 11 th d Geo Steph.a Representatives would make II more I vurs from tne 11me an 1ns111u11on •~ 
eludes Mr. Gergen an ?~ Clin. dlll1cul1, though Sllll poss,ble. for Ms I sttzro 10 mue a crimina l ca<• ( 1v1 I 
nopoulos. a senior ad:;:,r 

1 
°_,~~r ad: Reno 1o seek appom1men1 of an ind• · 1 cnarJes on tne otne , nar.: e~nera l!\ 

ton : ~Nee unlbe:~ Ille commun1ca• pendent prosecu1or. ofhc1a1s said Toa: I canno1 ~ mace more Ula n 11·, • vea r , 
viser d Mark ?tpar 1 8 gala I pohuc.al I measure IS 11m1lar lo the earher md• · 1 a fter an 1ns111u11on nas cohaos•·o anc 
uons ,rector · au e m' \ht While I pendent coun~ I law. which expired " ·, some Repubuca ns nav, assrnr: tn3 ·. 
aov1ser. and ~fllc1als fro 1992. ~ .old s1.11ute re_<:lu1red a f1ndin• 1 pr11secu1ors mar t>e oarreo irom orin~ 
House counsels ofltce. of "credible ev10ence that • senior j inp. a c1v1I 1awsu11 alter Ma rer. i ,. n,cr . 

Ff!deral 1nvesuga10rs are ex.a mining olhc1al had broken Ille la"''· 11 IS not ,s the t,fu, anni versar. o! tne st11ure o: 
Ille Cltntons' 111ves1men1 tn Ille Whlle• clear that s uch • lhreshol0 test could Ma0ison bv Feoeral re2u111~:, · 
water Development Company of Ar• be mel based on what has been unc.o, - · 
kansa, and ,u rela11onsh1p 10 an Ar• ere<!. Admtn:strauon othc1als ~ 1c • ===============-
kansas s.avin1ts assoc:1111on that was In suues111111 on l'hursdav that sh• 
seized by Ff!deral regulators 111 1939. would toke 10 have a oroad:y v,•rmrr 
Tne sav1n11s assoc1111on was heeded by law that i1ves her Ille op11oe ~, scckir,. 
James McDougal. wno was also Ille appo1n1men1 of 1n inoeoenoent cour 
Cllntons· business partner 111 While• sel, Ms. Reno was careful 10 piar t t 
wa ter. a real estatt o~ve,opmen, com• , tnrtt 1uG1enoes · tht White House C..0:-
pan) Jress and t.ne pubh: 
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President·s La,rYer Tried . 
' o Limit J11stice Dept . 
Jse of White,rater Files 

/ 
By Ann Devroy ........... 5u8.,. .. , v 

President Clinton·s pnvate law• 
yer attempted to negouate unusml 
limns on bow the Jusuce Depart· 
ment could use files about White• 
water Develot>ment Corp. that the 
White House had agreed to turn 
o,·er. officials said yesterday. 

Da.·1d Kendall. Cl.inton·s lawyer. 
was rebuffed when he asked depart• 
ment officials to agree they would 
not share the material with the Of. 
i1ce of Professional Respons1bl11y. 
the unit of the Justice Department 
that is investigating the handling of 
the suicide last July of White House 
deputy counsel Vi.,unt Foster. 

Such an agreement would have 
been enraordinary. according to a 
former fedenl prosecutor. because 
the Justice Department 1s generally 
free to share subpoemed e,and J\UY 
material with any of its attorneys 
who have a lesitimate need for 11 as 
part of an mvestigauon 111to poten• 
11al criminal conduct. 

The details of the d1.scuss1ons 
between Kendall and the Jusuce 
Department were descnbed yester• 
day by White House officials. who 
earlv this week had disclosed that 
Illes· relatm1 to the Cl.intons" pamal 
ownership of Whitewater Develop­
ment Corp. were bemg given to the 
Jusuce Department under a subpoe· 
na negouated Dec. 23. 

The White House had not dis· 
closed the subpoe.na when n an· 
nounced that day 11 would volununly 
deh,·er its files. On Wednesday. when 
the subpoena was disclosed. White 
House officials said that Kendall had 
sought the subpoena to protect the 
matenal from be111g ginn to ne.,.·s 
orgaruuuon.s. Congress or others. 
Releasmg subpoenaed material 1s a 
crurunal violauon. 

A seruor admlllistrauon official 
said yesterday that Kendall "did say 
10 the Jusuce Department that he 
did not want these Jocuments to go 
to OPR. He wanted them protected 
from that kind of dJssenunauon. • 
The official said that Kendall"s po­
s11100 to Jusuce was "they should 
not be turned over to 01 ,, u.Jcs, 

OPR went to court to seek its own 
access to the records. There was no 
1nd1cauon why Kendall sought 10 
oeny OPR access to the documents. 

A Jusuce Department spokesman 
would not comment on Kendall. s 
request yesterday. But the former 
federal prosecutor with extensive 
Jusuce Department expenence said 
that what KendJU .,..u seeiung ·is 

never done. When the Department 
of Justice subpoenas matenals. 11 
suopoenas matenals. Penod. They 
can share 11· with any other pan of 
the department authonud 10 con­
ouct cnrrunal prosecuuoni. 

Th.- \\ ~.,· ,· H.,use had ~j!recd 10 
tu~n mat.i :.1, · . .-r to the rraud urut 
of the Jusuce Department. wluch 1s 
1D\"es11giung Whitewater and a 
faded Arkansas thnft. Madison 
Guarani)" Sa\"111gs & Loan. which 
.,..a; owned by James McDougal. 
!',lcDougal and his wtle Susan were 
partners in Whitewater .,.,th Bill 
and H1IIJf\ Clinton. 

Among ·1he maienal 10 be tume<l 
o,·er 1s a Whitewater file found 111 
Fosters llffice the da,· after his sui• 
c,de. That i1le 11,as sent by the White 
House counsers off1Ce 10 Kendall u 
·personal bus111ess of the Cl!ntons 
when the White House was sepant· 
111g 11ovemment files. personal files 
and personal effects 10 go to Foster's 
farruly. The White House !TIide the 
deterrrunauon of what material went 
11110 which category. and the exis• 
tence of the Whne .. ·ater file emerged 
onlv last month. 

Wl111e House senior adviser 
George Stephanopoulos said there 
was no smrster 111tent in Kendall" s 
attempt to keep the documents 
, • ..,~ ()PR -We are gollll! 10 do anv• 

! :t!.n,2 lA. t" ~an to 1.·ooper:Hc- w:tn a:n 
legmmatc 111,·es11ga11on ou t at th~ 
same ume we are gotng to try to 
protect the 111tegmy of the docu­
ments and maKe SUie 1he,· are no: 
abused." he said. 

The Wh11e House vesterda, he lc 
i1rm aiia111st the need 1or an outside 
invesugauon of Wh11ewa1er . bu: 
seruor aides s.11d tne issue. whlcll 
caused exter~v('- ,~cernal debate , 
ma,· have 10 be rev1s11ec 

Stephanopouios and counse10, 
David R. Gerj!en botn s,110 ,·este· 
aay that 1he White House sees nL 
need ior enher a special prosecute~ 
appointed by AttorDt'v General J•· 
net Reno or by an inoepenaen: 
counsel that would be appointed ~ 
the maependent counsel la" ,. r~­
au1honzed by Congre;; 

Repub!Jc.ans yesterdav tned 1v 
keep up 1ne pol111Cal pressu:e o~ 
the Whi te House. reQC.""'°IZ alle,.-
r ,n,._. rh,• ,h _,, 1•·- · " r~ .. • -

t'••·'-A- v, ·••O\,lo~II d flU lh connt. 
11ons wnh Wru1cwatcr Deverop­
ment was beltll! marupula1ed ov 1nr 
Whne House and coulo not be tnor• 
ough unless conducteo outs1oe tr.e 
Jus11ce Depanment. 

Reno. 111 le11ers to Senate Minor• 
11y Leader Robert J. Dole CR-Kan , 
and ke p. Jim Leach CR-Iowa,. r~ 
peated her pos111on aRa lllst appo:n· . 
1011 a special prosecutor. botn r.a: 
maoe such a reoue,: 

:-

: .. t lu!"th:" Ut'::1r·"":t"-:.: ,nH• .. · 
.ra: ... ;1 r<t:nu ,.,1c • "' .1 1i! :--i.:n : . 
.J:~cr pro1es,;1onals ··in a 1a ,r. ,~,: 
ouRn and 1mpamal manr.er. lu li\· er· • 
s1stent .,.-11h tne dictates oi :,rc-ic•· 
s10rul law enforcement • Snt rr• 

stated her pos1uon that appomunR • 
special prosecutor on her o.,.,, would 
not still the quesuons of unpama~ty. 
and would slow the 111vesugat10n. 

But sources 111 the legal commuru1, 
said yesterday that the admarustn• 
uon has begun compiling what one 
caUed ·very utlormal" !Jsts of poter.· 
11al aP{)0111tmcn1s should Ren:> 
change her mind. One sourct ~ ,: 
·Some caUs have been made :nto tr.c 
le~al commumtr among tho>< -. ~· 
would have the suture to oo :n:, 
about whether they might be a,a,1· 
able." The source said 11 .,.-as unc1,1: 
whether the calJs were authonuo o, 
anyone at the Jusuce Department or 
sunply an inlomw,operauon . 

And a seruor adm:rustrat1on of• 
fiaal said that the mue may nave to 
be rcY1sited if "the pobucal land· 
scape does not set any better: The 
White House is hOl)tng that Cllr.· 
ton·s IUlle-<iaY overseas tnp. 111clud· 
111g his SIIDIDllt Ill Moscow ... ,u. as 
one aide put it. ·replace Whitewater 
on the front page· and rebeve the 
po!Jucal pressure over the LSSue. 

The top commandos 111 the ad· 
m1rustrauon·s d.lma~e-control e: • 
ton wert out 111 force ves1erda,·. lea 
bv Gergen. who appeared on te1c· 
vision programs 10 say the Cbnton, 
had done nothlllg "Tong. th;,1 tht 
White House was be111g ··a:;, cooi,• 
erauve as possible to clear tne a··· 
and that attaclung tne pres1oer.: 
aver the issue arrud tne persor.l 
tral!edY over the death of his mo1r.• 
er Thursday was · c.aM1bahsrr • 

·1 JUSI have to tell vou." ver1e: 
said on NBC-s "Today sno..-. "that h 

the president goes home 10 ourv IU· 
mothe r. 10 have the poht1Ca1 opoo~ · 
uon on the warpa th. ha mrr.enr.: 

. ~..-a,· ra.J.Slilg all sons 01 oue,1100 • 
about what has happene<l ., :: • 
10.,11. Where 1s the decency' Tnt':t • 
a canrubabsm tbat"s loose 111 o.:r s•·· 
ciety 111 wtuch pub!Jc figures. s~cn I• 
the Clintons. could tn· to come to tn., 
10-..-n to do something Jood t~r t~• 
COWIU)' and then they itet na1mnt:t: 
awa) · 

A seruor offictal said that tht Wru: t 
House had a senes of dtbates o, ,: 
whether to call for a soec1al oro~· 
cutor. and wt tht conc1us1c~ , : · 
tnt ume be111( 1s Ulat tne:~ J · · 

more negauve poienua: reoe::. •· 

\ )J_ 

. ,.., . . 
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_.\11 EYer-Gro,\ing Paper Trail 
Oinlons · ffhiteu·ater Records Go From .\othing lo lo/umes 

B,· Howard 5dint1der and Charles R. Babcock 75. l 
lillhtul'll'M hiM_ St-,J' Wnita (1 

When 1he subiec1 or Bill and Hlillry Clu11on·s m• 
ves1men1 m Wlu1ewater Development Corp. hrs! 
came up during the 1992 Democrauc pnmary cam• 
pa1gn. 1hey said the records were with theLr co-m• 
vestors Ill the land venture. James and Susan 
McDougal. 

No. said the McDoupls. the records had been 
slup~ 10 the Arbnsas Governor's Mansion for 
safekeeping by the Clintons. 

A few • ·eeks later. Clinton aides had assembled 
enough docvmenta1ion 10 prepare a "forensic IC· 
coun11ng· or the ven1ure and declare it a money-los• 
er for the cand1da1e and his wife. 

Las1 July. a Wlutewa1er file kept by White House 
deputy counsel Vincent Foster was removed by 
Wh11e House aides immediately after his suicide. 
and was only recen1ly acknowled,ed. 

MISSISC. Fro• Al v-
and loan owned by the McDougals. 
The thnft. Madison Guaranty Sav• 
u1gs & i...oan. faiied in 1939 at ~ a.,;,t 
to taxpayers of S4 7 nullion to S60 
million. Federal thrift mvestigators 
have found evidence that money 
from the saY\ngs and loan was di· 
verted to Whitewater and other 
McDougal companies and listed the 
Clmtons among the possible ben· 
d1c1anes. 

T!le Chntons have said they were 
pass1\"e investors Ill the ven1ure and 
did no1lung Lrnproper. They said !he 
\kuougals were Ill complete con• 
arol ->f Whltewater·s operauons and 
recordkeepmg. 

The release of the Clmtons.· 
Whnewater records to the Jusuce 
Department 1s an effort to solve a 
pohucal problem for the Wlu1e 
House. But 11 is JUSI one step ior 
mvesugators, who are trying to un· 
oers1and the coMecuons between 
Wh11ewater. Madison _and other 
~lcDougal businesses thal have a 
ms1ory of missing. mcomplete and. 
at umes. inaccurate records. 

According to federal regulator5 
and independent audl1ors who tX· 
amined Madison. tht books of 
:'-kDougal 's thnfl were no1onousl;· 
,naccurate. Accountan1s from Put 
:'-larv.1ck Main & Co. " ·ho looked at 
the thnft alter McDougal had been 
removed in 1986 found that dunng 
his iinal years the -underlyu,g doc• 
u.mtntat1onJ,2r each tl1c:t·m~"'~"'h 
, . . • .... .; .,..,..;.., ,,u_ ... .,,& V• iJtl.un! 

plete. and en1nes recorded Ill direct 
,1olat1on of regulatory and gtne r· 
ally accepted accountmg princi­
ples· 

Judguig from the few pubucl;­
a,·aalable land and loan documents. 
Wh11ewa1er exh1b11ed some of 1he 
same dei1c1enc1ts. Recorded lane 
sa1es. for txample, did no! alwav, 
matt h tne true \"alue of 1ransacuo~; 
to ine company 

.-\ccoro1ng :o sources. th:-,/t 1r­
\"tS111Zators have 1ound checks from 
\\ n11e,.·a1er to ~tcuougal tnat wer< 
cnaranenzed a, 1oan repa\"men:• 
a1tnou2n 1here was no oocum•· • 
cauor. tor tnt- o:-:;,:nai ,oo: 

t-ow, whal betzan a; a seemar.gh· incomplete ~-­
chive has turned m10 a cornucopia oi paper as tr.a 
Chnions prepare 10 do something they nave reiused 
10 do for the past 1 'n years-assemble tne1r Wh11~­
wa1er matenal m one place for an independent r~• 
view. Wlu1e House aides anuc1pate tnat tney wil.l 
send 1he Jus11ce Oepanmen1 sevtral boxes of ma· 
tenal. 

The rtlease follows a Jusuce Depanment subpoe• 
na that 1he Cl!ntons rtques1ed so the documents 
would be protected by gnnd 111ry secrecy rules. In 
fact. part of the reason the file has grown so volu• 
mmous is that the White House not only negotiated 
the terms of the subpoena with the Jusuce Depan­
ment. bu1 actually asked to have II broadened to 
include campaign documents and other rteords .,,1h 
no obvious COMecuon to Whitewater. 

The departmen1 wanted the records as par! of it s 
mvesugauon mto a failed _Little Rock, Ark .. savtngs 

Stt !IIISSING. At, Col 5 

Pubhclr. 1he Cltntons have been 
reluctant to detail theLr involve­
ment with McDougal or the Wlute• 
wa1er venture. They are a cotiv~ 
tha1 kept meuCUJous uack oi tM 
iax deductions they earned for do­
nattng undergarments to chamy. 
but have so far failed 10 re.lease an)" 

The release of the 
Oinlons' 
fOziteu·a/er records 
lo the Justice 
Department is an 
effort to so/re a 
political problem for 
the White House. 
canceled checks. receipts or 01ht~ 
records to documen1 1he $68.90(1 
tnt,· sa,· 1n~,· lost Ill Wh11ewater 
Tnt•, ne,·er ciat.med that 1055 on 
1neir iederal income taxes 

In a two-hoer meeung .,,th 
Y.asninRton Post reporters and t o• 
1tors on Dec. 6. pres1oen11al advise r 
bruce Lindsey sa,d tht Whitt 
House dJd not wa n! 10 release any 
Wnate,.·ater records to the ne..-~ 
mt oia ~cause n would only ra1~ 
more quesuons aboul Ule inves1• 

vtners oocuments ha, e ~en 
equally nard to pin oo.,"Tl. 

.¼ Kansas s1ate eaecuon othc1als 
sa:o 1ne'" no lon~er nave records o! 
old Clinton campa1ims 1nat rruRht 
pro,·e perttnen: 10 tne ieoeral in• 
vesu~auon. whicn 1, exarrurung 
wnetner Mao1son iunos were a:• 
,·erteo 10 tnt 1984 C un:on cam• 
pa1irr. 

\,,.nn:- \\'ace. .-. i<ea 1;0.. wn, 
ne1peo stet up Wnue,.·a:e: a~.c :nar• 
ht': ,: ., IVh . .,.a;c ~t ..... . nae :c:cor: : 
iro:n Y. n11twa:e: rta1 esta:e tran,• 
Jrno:.; but ne SJ:o r.e wou10 on.-. 
,::J:t :r.t :t-ccr:~ ::i :-: : ~ on .. ,e>s1c~ 
Ll O!':t' of 1... ;1n:c:-, ., ao•, .:.t : .i :01c n::-



A Damage Control Mess 
Attempts to Fix Disclosure Errors Bring More Mistakes 

By Ann Devroy and Howard Schoeider f... \ 
W--,too~Sul"Wm.m n 

On Sunday, a senior presidential aide said 
publicly that all Clinton records relating to 
the Whitewater land development bad been 
turned over voluntarily to the Justice Depart­
ment, just u the White House bad promised 
in an anDOW1cement last month. On Monday, 
a presidential spokesman said oo documents 
bad been turned over, and none would be for 
another two weeks. 

With the start of the New Year, the White 
House launched a major internal effort to 
fight back against mowiting criticism of the 
h- , ;: · ,.\, :&.i:L. -.!'. ·' :. _··:l:; · ;_." 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 
aessions began. 

But b:,- midweek, the team's first foray into 
organized control had turned into a double 
1tumbl1,. 

On Wednesday, the White House issued a 
statement anDOW1cing that its pending relin­
quishment of the documents actually was in 
response to a Justice subpoena-but was still 
"voluntary' because the subpoena bad been 
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DAMAGf.. Prom Al 

requested by the president's law­
yer. 

In interviews ye.,terday, llenior 
officials referred to "aoofs" and "io­
DOCellt mistakes" in the week's ef. 
fort. "Everything we do looks sin­
ister even when it's just innocent 
1CttW ups," lamented ooe official. 

The decision to present a better­
organized respoase to the White­
water cootroversy came last month 
when "it became clear ••• this had 
turned into a television story from 
what it was-a story that was too 
bard for hardly anyone to Ullder­
stand," said one Democrat advisine 
the White House. 

The atory first bad emerged dur­
ing last year's c:ampaign, revolving 
around charges that funds were di· 
verted to Clinton's bene1it from a 
Little Rock aavings and loan owned 
by bis 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 bad removed 
Whitewater files from the office of 
deputy counsel Vincent Foster im- · 
mediately after Foster'• auicide last 
swnmer. 

Tbe White Hoose portrayed the 
removal of Clinton's personal pa· 
pen as an innocent housekeeping 
step. But othen saw it as an effort 
to conceal possibly pertinent infor­
mation from federal investigators 
working on the aavings and loan 
case. 

White House Chief of Staff 
Thomas F. "Mack" Mel.arty desig­
nated Ickes to lead the new team, 
composed of Bruce Lindsey, Clin· 
ton's longtime Arkansas political 
aide, counselor David R. Ger1en, 
senior adviser George Stepbano­
poulcs, White House communica• 
lions director Mark Guran and 
outside political advisers such as 
Paul Segala and James Carville. 

Tbe team• a first misstep came 
wbeo Stepbaoopoulos anDOUDCed OD 

"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 -rhis Week With David 
Brinkley" Sunday morning that the 
Whitewater files bad been turned 
over to the Justice Department. 

Stephanopoulos bas told associ­
ates that be bad "assumed" that 
Clinton's decision to turn over the 
filu, anoouoced Dec. 23, bad been 
c.uried 0111. Once the announce­
ment vs made, be said, be left on 
vacation for the holidays. It was 
only oo Monday, after the Brinkley 
show, be 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 wowd not be 
relinquished for another two weeks. 

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

subpoenaed. Clinton's personal la~­
yers and the White House counsel­
ors who han<lled it, said one official, 
"thought it was a routine legally­
mechanical part of turning over the 
files. When we asked later why in 
God's name they didn't tell us this 
aubpoena thine was going on, they 
uid, 'Why abould we, it's just the 
routine thing in getting this done.' • 

Several lower-level officials yeS: 
terday, echoing longstanding ait­
icisms by other White House insid­
ers, blamed the lawyer brought in 
to replace Foster, Joel Klein, and . 
Klein'• boss, White House Counsel 
Bernard Nussbaum, for failing to 
recognize the political implications 
of a subpoena-ven ooe the White . 
House maintains it uked for. 

"That is 1ettiog fixed," ooe offi­
cial said in reference to the coun­
se.lor's office, but would oot s.ay 
bow. 

"We should have pro-actively an­
oounced the aubpoena 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 
aclalowledgment "looked sinister, 
like we had something to bide.­
they decided to announce it anyway, 
for fear it would leak, causing even 
more problems. In addition, Clinton 
was leaving Saturday for a 1()-day 
foreign visit, 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 operatin1 under a the­
ory of 'wb.at ia the least ... infor­
mation we QII get away with re­
leasing?' and then doing it with this 
aJeight-of-band manner that looks 
worse than if they did nothing at 
all." 
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George F. Will 

Fangs ·of the 
Independent 
Counsel J 

His enthusiasm having dethroned his 
judgment, Newt Gingrich, tNt highly car• 
bonated congres&IIWI, bu joined the Re­
publican clamor for an independent coun• 
tel to investip~ whether the Clintoos did 
aerious wroags regarding the Whitnn~r 
land development in Arlw\sas. 

Gingrich adopts the egalitarian cant 
normal when politicians express synthet• 
ic altnlism: He says an iodependent 
counsel is needed lest adoie-nt miscre• 
ants in East L.A. think presidents are 
above the law. But in addition to being 
concerned about the civic sens.ibilitiel of 
wayward youths, Republians are seek• 
ing vengeance, albeit tarted up with 
pieties about "the public's right to know." 

Republicans think it is the Democrats' 
turn to experit~ the fangs of indepen­
dent counsels. And in fact when Presi• 
dent Clinton's man Geor1e Steplw,opou• 
los says no independent counsel is 
nttded beause Whitewater "has been 
looked at by nt~pers and is beinJ 
looked at by the Justice Depuunent." be 
speaks words tNt would be roundly ridi· 
culed by Democn t1 in Congress, and by 
joum&lists, we.re he a Republican. 

Congress aeated the independeftt 
counsel apparatus as a "Watergate re­
form" in 1978. It was accepted by Presi• 
dent Carter against the advice of hia 

The law is 
unconstitutional and 
should not be revived. 
attorney eeneral, Griffin Bell, who risht· 
Jy considered it WICODSlitutional. 

It unleashed aeainst the executive 
branch people performing the purely ex• 
ecutive function of prosecution yet un• 
controlled by the chief erecutive. This 
confbcts with the Constitution's aeatioo 
of three and only three sepante brancl>­
es. Unaccountability bas frequently bred 
irresponsibility, and when the indepen• 
dent counsel law expired last December, 
sensible Republicans and others uld 
1ood riddance. 

Republicans now ailing for revival of 
the law are 1inoring its conslJtutional 
dubiety. and t!'e damage it does to the 
c1V1<. ... w~ure. o:.. -~ . _ 
gate" still serves as an argument for the 
law. That is absurd. 

In the swnmer of 1973 Republican 
prosecutors mounted devastating cases 
agllrlst the Republican president and his 
Vice president. When the U.S. attorney 
for Maryland found that Sp1to Agnew 

•·Md IM<en bribes as ,Oftmoc- and that 
payments contJnued to tum II vice presi • 
dent, a r nnd 'JUFY indicted Agne.,, He 
plea•bueained and resigned. 

He was allowed to bargain because 
Anorney Geneu l Eluot R,c1121dson 
knew that Nucon was trapped by an 

fH1Uo, J.,1ARl 7 1994 TH[ 11 .sH"Cro, Posr 

mvest1gaoon already far advanced before 
Archibald Cox became specu) prosecu­
tor. The U.S. attorney for the District of 
Columbi.a, a Republiun, already had 
most of the infonnalJOn that lilled the 90 
paJes he soon Jave to Cox. sketdwiJ the 
conspiracy. 

Today some Republiuns, making use 
of their time out of power to prove that 
they deserve to be there, try to put a 
patJna of seriousoess oa their 10tellectual 
somersault reeucln1 an independent 
counsel law. They u y such a law is 
needed now that bclh political branches 
are cootrolled by tbe same party. But 
that condition aiated often durio1 the 
189 ,-ean tNt Constitution prOU$$tS 
fuactiooed without tbe eort of law now 
called iodispenuble. . 

Supporters cl an udpendent CXM11Uel 
apparatus say it is Deccssa1Y to bolster 
COCl6deooe in ,ovemmeat. However, en• 
actmeot cl sllCh a law announces the 
premise that the hist- JeveJs of ,OV• 
emment are usUll/y atafed by people 
without io~grity. Another premise is 
that other relevant ioatitations, induclinl 
Congresa and the medil, are impotent or 
comipt. 

Regarding Whitewater. yes, the Clin• 
tons have proven themselves to be less 
than forthcoming and even misleading. 
But this is not a news bulletin about the 
pair who promised a middle<lass tu cut 
and authored the proposed health care 
reform that does not read as it is adver• 
tised. Besides, what conceivable mis• 
deeds by the Cbntons in Arkansas are 
important enough to JU.Stify r~Vllll an 
independent counsel that violl\tes the 
Constitution and short-circuits ~ e politi• 
cal process? 

Yes, Attorney Gene~ Janet R.eno in­
spires no confidence: Her demand for the 
prompt resignat,on of all U.S. atwrneys 
lool<ed lake an attempt to abort the uwes• 
tigallon of Rep. Dan Rostenkowsld, and 
her department reek.s of Arkansas~tyle 
aoneyism. Yes, she and the Arka!lsans 
in the department should publicly recuse 
themselves from participation in any 
Wlu1ewa1er invesugation. 

Yes. i:f Cbnton were a Republian, Con­
gress and the media would ha ,·e ca l1Sed 
the independent counsel law to be revived 
for an 111vestiga1JOn of Wlute House at.Js. 
es regudJng the travel office. And, yes. if 

- ,>u~lican, Congre!.S 
'"'''.>uld be inves1Jga1Jng Wlu1ewa1er. Co~ 
gress·s mvesugauve po•cers, " 'luch pr~ 
ductd the cruaal Watergate break• 
throuih-the discovery of :,,;ucon's tapmg 
system- are one reason an tndependent 
coun~I apparatus 1s uMe<:e$Sar)'. 

U th~ Jusuce Dt-panment and Con• 
gress fad 10 function well re,udJng 
Whu,-.·ater. that "ill not be a const1· 
tut1onal cmis. On the contrary, for such 
pol1t1cal fa:iu res the Con s11tu11on pr~ 
Vides regular occasions for condign pun· 
1stiments. Th~;· are called electJOOs. 
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1 bc-\.'hitewater-times - al824 
(ATTN: National editors) (Includes optional trims) 
Aides Call 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 i nnocence in the 
tangled Whitewater real estate venture, officials inside and outside the Wh i te 
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 financia l 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 i n part icular, should 
know that a public figure, particularly a president, has virtually no private 
life and cannot dodge questions merely by asserting a theoretical right t o 
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 Pau l Begala. ''This is like shadow boxing. 
There are no charges. There are no allegations. Ti1is 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. 



1 tc 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 lega l battle to keep his diaries out of 
the hands of Senate ethics investigators l ooking 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. 

(Optional 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 criminal 
activity, '' Senate Minority Leader Bob Dole, R-Kan., said in one of a series 
of television interviews. ··r 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, t o say they ' re not targets and they ' re 
cooperating t o 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. • ' 

**** filed by:LAWP(-- ) on 01/07/94 at 02 :28EST **** 
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What Did He 

Know, and When 

Did He Know It? 
When the White House sacked every 

slttinr U.S. attorney last March. this space 
hyperbolically deplored "the most seen­
live and deeply political" adrnlnlstraUon 
"since Richard Nixon's." By now that 
looks understated. 

Whitewater may not be Waterrate, but 
the Cllnron White House's still in handllnr 
the real estalt-S&L suspicions bu ctr· 
l&lnly earned It lhe r1rht lo be called 
Nlxonlan. Its rlfl for lnspirlnr suspicion In 
reporters. Its mastery of the self.lnfilcted 
wound, and Its tale.nt for seeminr uncoop, 
eratlve and slippery are all quallUes wor· 
thy of the master himself. 

Havtnr worked as staffers on the 
House committee to Impeach Mr. NI.loo. 
Hillary Clinton and White House counsel 
Bernie Nussbaum may have absorbed 
more poll llcal lessons than they ever 
Imagined. As John u cam once WT'Ole 
aboul the CIA and KGB, maybe they 
rourht a "looklnr·rlass war." ut's exam· 
lne how the Cllntons have turned a seem· 
tnrly small scandal lnlo a polentlaUy 
much blr,er one invoMnr the abuse or 
presidential power: 

-The non-df'llial denial. This White 
House ls adep1 a1 not glvtnr a stralrht an· 

Potomac Watch 
By Paul A. Gieot 

swer. So Whitewa1er was Just "old stories" 
that were "already tnvestlrated." Natu• 
rally, these dlsmlssals (non-denials) only 
raised suspicions when reporters dlscov• 
ered new stones-e.r .. that the Jav.-yer rt­
talned by the Clintons to "lnvesttrate" 
Wh!tewa1er In 1992 had trnored larre 
transactions. 

- T?lt coi'!'nlp. When Vincent Foster. 
the Clintons· personal lawyer. shot him· 
self in secluded Fon Marty Jut sum• 
mer. the White House response was to 
blame thl' press. A chorus llnl' of com• 
mentary accused this newspaper. In par­
ticular. 

Bui we've since learned that the trou• 
bled Mr. Foster had more on his mind than1 
tan editorials. As the lawyer putting- to­
rether the Chntons· presidential blind 
trust. he handled the First Couple's per· 
sonal finances. Yet he was well behind the 
pace of any recent presidency In estab­
llshinf that bhnd truSt, whlch was finally 
and quietly filed a week atter he dled. 
What took so lone7 

On the day he died, Mr. Foster received 
a phone call from James Lyons. the lawyer 
he'd hired to file the Cllntons· 1992 Whitt· 
water "report." On the same day, too, a 
subpoena was issued to search the Utile 
Rock offices or David Hate. A fonner Judge 
appoinied b)' Mr. Clinton. Mr. Hale has 
since been Indicted and has accused Mr. 
C1in1on of benefiting from a '300,000 loan 
Mr. Hale made 10 a business panner of the 
Clintons. 

~ these - eotncldeneel. but 
' '!hey rtlse doubts, espeocially beca~ the 

White House has been so eager to blunt 
•queries about Mr . Fosler. The probe of his 
death wu confined to the Park Pollce. who 
hue oo expertise In mysterious duths. 

• Their report also remains a secret. lhourh 
the Jusllce Depanmeot promised to make 
Jtpubllc. 

And don't forget the early sacklnr of 
lhose U.S. attorneys: That meant Mr. Clin· 
ton could nominate Paula C&.sey, a former 
campaJrn worker of his, to the Uttle aoa 
U.S. attorney's post that would lnveslipte 
Whitewater. She has since recused ber­
self. but not before recommendlnr to 
Washlnrton that a c:rimlnal refmal or the 
case to Justice by the Resolution nust 
Corp. not be pursued. 

- A modi/itd limited /tan90Mt. Clinton 
spln•melsten know the Zlegle.resqut Yalut 
or appearing to be forthcominr even while 
stonewalllnr. So a Dec. 23 decision to re­
lease Whitewater 
documents talten- ln 
secret -from Mr. 
Foster's office was 
hailed by the likes of 
Qeorrt Stephanopou-
101 as CO mini clean. 

But now we learn 
that this disclosure 
was riffed by the 
White House sou to 
avoid havtnr to make 
any documents pub- Ri hard Nimn 
Ile. By consplrinf to c 
have Justice lssut a subpoena for Ille doc· 
uments, the White House made sure nosy 
reporters can't obtlln those documents un• 
der the Freedom or lnfonnatlon Act. 

Bill Clinton bas one advantare 
Richard Nixon never had- a Congress or 
his own party. House Banlr:lng Chairman 
Henry Gonzalez. who did yeoman wort 
on the Keattnr Five. has suddenly lost In· 
terest In S&Ls. That 's why even Iowa R~ 
publlcan Jim Leach. the least partisan 
member or Congress. has called for a 
"sped al counsel." 

This Is not , despite claims by Clinton 
partisans. the same thinr as a 
Lawnnce Walsh•type "independent 
counsel." Barney Frank CD .. Mass.> 
wants to use Whitewater to revive thal 
law, ramminr It through the House 
without alloWlng a vote on whether It 
should cover Congnss as well as the ex• 
ecutlve branch. But this could actually 
help a coverup, because a Whltewatrr• 
Walsh could keep documents under 

, wraps for years. 
As scholar Terry Eastland reminds 

me. Watergaie and even Teapot Dome 
were Investigated by "special prosecu• 
tors" without the runaway. halr·tnrrer 
Walsh-type statute. Whitewater could be 
as well. If the counsel were someone 
with the proven integnty of Manhattan 
O.A. Rober, Morrenthau. Such a counsel 
would at least be subiect to pot!Ucal con• 
- •-·- ..... "".,. " " '•'(h-"'1'.>f counsel 
isn't. r.. \o.:11 ~ut'1 .... v ...... "'" ....... ..... _ 
congressional heanng. a la the Keating 
Five, so voters could decide for them• 
selves. With an administration as Nixon• 
Ian u this one. ho"· else 1s It roinr to 
res1ore its cred1b1l11y7 
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'A good strategy' 
by Clinton's lawyer 
Subpoena shields Whitewater papers 
By Nancy E. Roman 
TM( -.s,.i1NOTON l -..f;$ 

Top defense lawyers say lhe Chn· 
tons' request of a subpoena 10 shield 
documents surrounding the White· 
water Development Corp. investiga• 
tion is good legal strategy. 

ington Universil)I law professor. "It's 
cenainly 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 Minoril)I 
Leader Bob Dole and Minority Whip 
Newt Gingrich of Georgia, charged 
yesterday that the subpoena re• 
quested by David Kendall, President 
Clinton's personal anomey, was an 
unethical attempt to cover up 
Whitewater documents that could 
contain evidence that would inctim· 
inate the president. 

Some call ii a subterfuge. 
Manin Gideonse, a professor of 

criminal law al Harvard, said he 
would have done the same thing. 

"If I was representing a client 
who was trying 10 be cooperative 
with the Depanment of Defense and 
I found that someone instantly filed 
a FOIA request, I, too, would ask for 
lhe protection of a subpoena," he 
said, acknowledging that the maneu· 
ver would be aimed at shielding the 
documents from public and press 
scrutiny. 

"It appears the White House is 
running the investigation and not lhe 
Justice Department," said Mr. Dole, 
Kansas Republican. 
· Republicans have been pressing 
for an independent counsel to review 
the Whitewater deahngs and related 

"This is a unique bit of legal judo," 
said John Banzhaf, a George Wash- see PAPERS, page A14 

E~¥iRS J 
financial transactions involving Ar· 
kansas' failed Madison Guaranty 
Savings and Loan Association. At· 
tomey General Janet Reno said yes• 
terday she had no plans to appoint 
one under curTent law, but might 
consider it if Congress passes new 
legislation. 

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

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

"It happens all the time:· he said. 
"It just means they are cooperating 
"~th the investigation, but they don't 
want everyone in the world to be in· 
,-olved with it." 

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

"I say, 'Why are you going to sub· 
poena my records all the way back 
to I 980 when you are really inter· 
es1ed in 1992'' "he said . 

Senior White House ad viser 
Bruce Lindse y announced on 
Wednesrh~• •h"'l t '" i. v ·-,.}1.1 
quested the protecuon of a subpoena 
on Dec. 23 - the same day that the 

White House announced that it 
would voluntarily tum 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 lnforma· 
tion Act (FOIAJ request for the doc• 
uments. 

Mr. Marston sought documents, 
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 · 
tiny by immunizing them against 
FOIA req_tJests. 

Charles Ruff, a Washington law• 
yer and former Watergate prosecu­
tor, Lgreed ~th many other lawyers 
who say Mr. Kendall's tacucs are not 
unusual. 

"ii would not be unusual, for ex· 
ample, for a lawyer or anyone to seek 
a subpoena to formali:te the process 
of tu ming over documents," he said . 
"And it wouldn~ be unusual to tell 
lawyers: 'Here's the universe of 
things that should be covered.' None 
nf th ,i, c, .. a .... t- "',.. eo .. ,u~"e,,ol " 

Mr. 8anz~f said he 1s surprised 
that lawye rs arc so comfonable with 

Mr. Kendall's strateiY. 
"It is very strange anitude 10 sug­

gest !hat it is appropriate for a U.S. 
attorney 10 try 10 manipulate things 
so that documents which are very 
much a concern of and to the public 
are not available 10 the public," he 
said. 

Mr. Banzhaf noted that in the past 
when vice presidential candidate 
Geraldine FerTaro's finances were 
questioned, or when then-congres· 
sional candidate Eleanor Holmes 
Nonon's tax records were investi· 
gated, both candidates turned over 
their records voluntarily. 

"If the president said he was will ­
ing to tum those things over volun• 
tarily, why would he want 10 manip· 
ulate it so that it weren't available 
lhrough FOlA'" he asked. 

He said the entire discussion bol• 
sters arguments for the appoint· 
ment of an independent counsel. 

"Very definitely this is a s ituauon 
where there will always be questions 
as to whether the inves1iga11on is 
thorough unless there is a special 
prosecutor;· he said . 

"They have crafted the tumo"er 
of the documents . .. so as to cloak 
the information in secrecr," Judd 
Best. a Washington lawyer who has 
represented former Vice President 
Spiro Agnew. 10ld the Associated 
Press 
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Qut of sight 
'"Good luckl .. the 1t-easury De· 

partment press otr1ccr declar~-d 
when we jokingly suggested that 
she simply put Uoyd Bentsen 
on the phone so we could ask him 
our question directly. " I've been 
wor king here for seven years and 
I've yet to see, let alone talk to, any 
of the 1t'easury o,ecrctaries. I only 
know who's he re by the picture 
on the wall." 

Retum 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 T imes 
based in Denver, says that with tax 
season a lmost upon us, residents or 
her city decided 10 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. Bui many othen, 
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 
d1v1sion (known as "EUR" Ill FOflKY 
Bouom parlance ) advised him not 
to bid on two position openin11s "ti..~ 
cause th<.-y were reserved for mi• 
nority offic.ers." 

That complaint to the American 
~·oreign Service Association 
(Af'SA) was paralleled by one Crom 
an AFSA rcprc,sentative at anothe r 
post. who said an EUR official had 
called to ask him "whether an of· 
Cicer al that post was a member or 

I· , .. ,. ,, 

To some at Treasury. Lloyd Bentsen 
is jusl a pretty face in a frrme. 

' an ethnic mmority. cxplamin11 that 
the officer would not be a vlable 
candidate for a forthcoming va­
cancy if he were not," according to 
a memo we obtained Crom the 
AFSA. 

The AFSA, as a res ult , rired ofT a 
lcucr 10 EUR, asking whether the 
office was .. reserving .. certain posi• 
tions ror mmoriries, and .. if :.o, cm 
whut aut hority land! which posi­
tions are hcmg reserved for minor· 
ilit.~( " 

An 01Tic1ul or EUR res('Ofld~'<I in 

a memo that "it is no, the !xpan­
ment's policy to ' r oscrV'C' po.it ions 
for employees baS<.'<I solely on i:en· 
der or ethnicity. It is the Depart-

ment's policy to improve gender 
and ethnic diversity not only within 
the Department and Foreign Ser• 
vice u a whole, but ulso within 

· 1tucnt clements of them." 

David Kendall of the Wdshington 
law firm Williams and Connolly has 
done a pretty good job or rep· 
resenting The Washington Post m 
its legal matters. We wonder, there• 
fore, IC it wasn't The Post's 
Katharine Graham who first 
planted Mr. Kendall's name in the 
ears or Bill and Hillary. A• the Clin• 
tons' personal anomey, Mr. Kendall 
is busy trying to pull the first cou• 
pie Crom the growing Whitewater 
undertow. 

467-9800 
Where is l.ee Brown. President 

Clinton's drug czar? That's what 
Mr. Brown's colleagues and fricmb 
in the drug-fighting community 
would like 10 know. 

In fact, the director or one well· 
known law enforcement Kroup 
called yesterday 10 say he's tried 
for several weeks now to reach Mr. 
Brown, yet each time the White 
House • witchboard c:onn~-cts him 10 
the furmer New York Cny police 
commissioncr·s extens ion at the 
National Orui: Cont rol Policy of· 
f1cc, he gets a rccon.linK. 

" I can't reach him or unybotly on 
his s taff," said the official, who 
askL'<I that he not be 1tlcntificd "' be· 
cause I.A..-e and I haV'C" long· 
s t•ndmg relationship, plus I want 
h im to 11ivc a speech tu my officers. 
But this is Te drug czar or !he 

UnncJ St.tic~ - u Cabinet ofT1cc , 
lie sits itl the Cuhtnc:1 tublc ._nJ 
I can't rc.ach tu m And I'm not 
11lunc. My fr1cn<ls ha"" hu<I the 
~nu: problem .. 

We called the White llousc yes­
terday, askL'il 10 •peak to Mr. Brown 
a nd i;ot the same record111i;. All of 
which reminds us or somellung Bill 
Bcnnell, President Bush's drug 
czar, told us m April when we asked 
hom to i;raJe Mr. Clinton and hts 
druK pohcy office. 

"Either an t' or an •incom1>ie1e;" 
an•wered Mr Bcnnell. "Actually, 
it's a course I Mr. Chnton I didn't 
s11:n up for I le has done no1hin11 
but gut the office~" 

Too' small a staff 
James A. Ross. the en1eincer cd1· 

tor of Privacy and Security 2001, a 
monthly gu ide or ways 10 cope on 
1h1s high -tech worlJ or ours, docsn, 
seem to be coping very well him• 
,self. Or so we gather Crom reading 
his current editorial on "liberal 
bias" in the news mt--dia. 

Mr. Ross, whose background is ! 
in math and electronics, tells us the II 
" trigger" im11a11ng his editorial 
comment "was the total avoidance 
by Natio11a l Public Radio news or 
the break1n11 stories about I , Bill 
Clinton's womaniiing; 2, H illary's 
relations with Vince Foster; J, the 
runny public money manipula tions 
in Arkansas that benefited the Clin· 
tons; 4, the obstruction of justice 
by White House personnel who re­
moved evidence Crom Vince t'os· 
1cr's olTicc hefore those empowered 
10 invcsua.:u1c his suicide 'M!rc a.I• 
l°'"'--d cnt ry , anJ 5, thc lies told 10 
the puhhc ubout these activities by 
White lluu ~e personnel." 

··t1ccausc NPR totuily il(norcd 
lhesc stories," Mr. Hoss conunued, 
·· I c,tl ied mul spoke with Ne ws Edi• 
lor Bruce !)rake His c xplunauon to 
rne was thut he du.l not haw e.nough 
pt.'Ople to send out 10 folly resea rch 
the story und he s imply could not 
report whut the other news media 
hall reported." 



TONYSNOW ,/ 

E
very time controversy be.gins 
to stalk Bill Clinton, the darn· 
dest thing happens. Docu• 
ments that could establish bis 

innocence vanish into the arms or 
private attorneys or rum into confet• 
ti. A partial checklist or missing 
papers illustrates the trend: 

•Toe Vincent Fbster'lhleedy: Alter 
Vincent Foster committed suicide 011 

Jul y 20, White House Counsel 
Bernard Nussbaum cleaned out the 
deceased assistant's office. Mr. Nuss­
baum says he sent some tiles to Mr. 
Amer's family, some to the presi• 
dent's private lawyer and the rest to 
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 penonal diary? 
Where are the tiles detailing Mr. fbs. 
ter's possibly illegal personal work for 
the first family? 

• The Th-st Lady's Health Care 'Tusk 
Force: Hillary Rodbam Clinton's 
health care ta.sk force included at 
least 500 people, each or whom should 
have submitted financial disclosure 
forms. 

A group or physicians has sued the 
White House, aecking access to those 
records. The plaintiffs want a mem• 
bersbip list. background information 
- such as whether members were 
truly Ml-time employees or the fed• 
eral government or just lobbyists 
smuggled in to help Mrs. Clinton -
and copies or conl\ict-of-interest doc­
uments. So far, they have received 
nothing, despite a judge's order that 
the administration produce the infor­
mation. 

• The Madtson Guaranty Savings 
and Loan: Then-Gov. Clinton asked 
friends to help him repay $50,000 that 
he lent bis 1984 gubernatorial cam• 
paign. James McDougal, who owned 
the Madison Guaranty SaVU1gs and 
Loan dunng the 1980s, responded by 
hosting a lavish fund -ra iser that 
hauled in rougtuy $35,000- and may 
have broken the law. 

Federal investigators suspect that 
SIS.000 or more may have been 
d.Jvened from Mr. McDougal's thrill 
into Mr. Clinton's private bank 
account, but it's difficult to tell . 
Records of the McDougal-organiud 
fund-raiser have disappeared from 
state and county offices. 

So have documents that m ight 
clear the president or charaes that he 
helped Mr. McDougal fend otffeder­
al regulators, who wanted to close 
Madison in 1985. The ~ovemment 

!ft 
to taxpayers or at least S4 7 million. 

Unfortunate I)', the Madtson files at 
the Arkansas Securities Commission 
are shoclungly thin. Investigators say 
the archives do not include such rou­
nne paperwork as office memoran• 

Vaporous 
trail of 
records 
dums, phone logs and cotTespon­
dence - and no communlcauons 
between then-Securities Commis­
sioner Beverly Bassett and Gov. Clin­
ton regarding Mr. McDougal 's savings 
and loan. 

Nor are thett clear records of bow 
Hillary Rodham Clinton managed ID 
get a $2,000•a-month retainer from 
the thrift. 

information as the number of people 
on the president's staff, which Wlute 
House employees bave received secu• 
rity clearances and so on. 

Investigators from the General 
Accounting Office have been denied 
permission to visit the 'Inlvel Office in 
order ID learn how the White House 
improved the office's efficiency after 
brooming out the career civil ser­
vants who used ID 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 
a,.'IJ'ded 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 pani• 
saruhlp, and Attorney General Janet 
Reno has adopted a "don't ask , 

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

WMAT 
ARIW6A5 

S+L SCANDALr 
WMAT 

WHITEWATER 
COVER-UP? \ 

I 

They describe 
themselves as half­
owners of White• 
water, despite the 
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 or attorney over 
Whitewater as early as l!f88 and the 
Clintons handled the partnership's 
tax work through 1992. The Wlute 
House has put its Whitewater files 
under wraps by drafting a Jusuce 
Depanment subpoena for the Clin­
tons' records Thai unusual maneuver 
lets the adrrunistratJon control the 
release of information and make dis· 
closure a crime. 

All of this could have significant 
_ J"- . quences nonetheless. The 

statute or lirrutaoons on ci\'11 law ,,o­
lauons COMected with Madison Guar­
anry will expi.n, in March. 

• Routine V.'lute House Operations· 
The Wlut.e House regularly TCJeCts 
congressional requests for such basic 

don' t tell" approach to anything 
involving administration ethics. 
But the Clinton team deserves 
blame for inftaming suspicion . The 
president and bis aides make even 
innocent transac tions look shadr 
by withholding information, chang­
ing stories and breaking promises 
to run an open shop. 

At th is 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 fr~• 

Tony Snow 1s a Washington-based 
edirorial page columni s r for rhe 
Derrou News ond is nanonally syn­
d1cored 
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White House on Whitewater damage cont: ·ol 
By Judy Keen 
USA TODAY 

The White House has gone to banle 
stations to try to extricate President 
Clinton from the muck or a controversy 
that's already achieved single-name sta­
tus: Whitewater. 

Bui as Ointon headed 10 his mother's 
funeral and Europe, questions about the 
deaide-old Arkansas political and 6· 
nancial tangle only mounted. 

Although. as senior Ointon adviser 
George Stephanopoulos said Thursday, 
"Nobody's produced any credible evi­
dence showing the Ointons did any­
thing wrong." lhe controversy is show­
ing signs it's as persistent as the nu. 

The administration will intensify its 
oll'ensive: 
► Vice President Gore and other ad· 

minist::ation officials will be on TV talk 
shOws, starting today. 
► Senior adviser Bruce Lindsey will 

skip Ointon·s trip lo manage the crisis. 
Yel even the White House's ell'orts to 

defuse the issue seem 10 feed perce~ 
lions that there's a problem. 

The White House on Thursday began 
turning over to the Justice Department 
6ve boxes or papers detailing the Clin­
tons' investment in Whitewater Devel• 
opment Corp. The 6rm's links to a 
railed lhnn are part of a federal probe. 

Even that act. designed 10 quell some 
of the furor, d idn't go smoolhly: 
► Earlier this week, Stephanopoulos 

-;_--:_ r.:.:-:~ 
. ·-~-. :::. "'-

. .... , -::If. 

-..... . 
. ; ?--

said Justice had the documents. 
► A day later, While House spokes­

woman Dee Dee Myers said the papers 
would be senl In a couple weeks. 
► Finally, the While House said it had 

worked with Justice 10 de6ne a subpoe­
na demanding the papers. That set oll' a 
new round of GOP charges of cover-up 
and calls for an independent probe. 

"We're naive," said Lindsey. "We 
think thal we're doing the right thing -
by agreeing to tum over documents that 
were nOI required, 10 do it voluntarily 
- and yet every act that we take 10 try 
10 be cooperative is turned back on us." 

Senate Minority Leader Robert Dole, 
R-Kan., called II "mind-boggling" thal 
the While House and Justice would col• 

e·y Ge,-aid Schumann, R•ulers 
STEPHANOPOULOS: 
"No credible evidence' 

labora1e "on a maner that might in· 
volve some criminal activity." 

House Minority Whip Newt Gingrich, 
R-Ga., called ii "very disturbing'' for the 
While House and Justice to "apparently 
collude together." 

Anorney General Janel Reno insisted 
Thursday her departmenrs indepen• 
dence is intact and again refused 10 
name a special counsel. 

The White House this week assigneo 
1op aides, including Stephanopoulos and 
deputy chief or stall' Harold Ickes. 10 
Whitewater damage control. 

The president and Hillary Rodham 
Clinton reportedly expressed dissatis­
faction with aides' e fforts 10 staunch the 
bleeding with simple, angry denials. 

By Thursday, aides like Sic ,anopou­
los were happy 10 6re back i cri1ics. 

"The Republicans are play ; polilics 
with this," he said. "What we·, rrusIra1-
ed by is the perception (of wr 1gdoing) 
is noc based on facts." 

Clinton aides plan 10 be me ! aggres­
sive, but the saga is so comple it might 
be hard 10 alter some percer ons. 

Among them: the involven, nt of the 
late Vincent FO!iler, a White ~ ,use law­
yer. Some or lhe documcr ; lurn,~I 
over Thur.;(]ay were files t.u<en from 
his office afler his suicide lasr July. 

In a New York Times column Thurs­
day- headlined "Foster's Gh JSI." Wil· 
liam Satre asked, "What are the Clin-
1ons hiding?" Several pr Jminent 
newspapers have joined congres.rnnal 
Republicans· call for a special counsel. 

"They just don't know wha1 10 do," 
says Marlin Fiuwa1er, who was Presi­
dent Bush's spokesman. 

"They see problems al the end or ev­
ery tunnel. They also see themselves 
losing control or the situation." 1 

Rep. Jim Leach. R•lowa, ranRing Re­
publican on 1he House banking comn111-
Iee, worries the While House is stalling 
un:;I lhe civil statute or limitallons ex­
pires March 2. " If there's nO!hing 
wrong," he asks, "why hide? 

"This is one of those maner.; that the 
White House can, with some el)"lbarrass­
ment bul relative ease, put behind 
them," Leach says. ·l 

"I am astonished 1ha1 they haven't." 
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· · 'W'hiteWater-whitewash 
Reno ·should appoint a special prosecuurr 

I 
n what hardly can be considered 
full disclosUJ'e, President Clinton's 
personal lawyer began yesterday 
to turn over to federal l.ovesdJ•· 
tors .elected docuroents pertain­

ing to the· first family'• investment in a 
shadowy Arµnsas real utate company. 

But·before the Clinton~• lawyer, David 
E. Kendall, agreed to cooperate with the 
Justic:e Department probe, he ~ested 
a grand jury aubpoena for the documents, 
110 that the papen may be kept from 
public perusal. Thia artful maneuver only 
further ral.es suspicions that the Clin· 
tons must have tomethin, to hide. 

From what ia known so far about the 
first fau,.ily'1 involvement with Whitewa• 
ter Development Corp., there .appears to 
have been no criminal W?O!lidoint. on 
either of their parts. However, federal 
iavesti,aton belie'fe 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 mend$ the Clintoas. Fed· 
eral investigators suspect McDouial 
may have diverted monies to Whitewater 
from the defunct Madison Guaranty 
Savi.ap and Loan, an Arka!lsas thrift that 
he owned. McDougal also is suspected of · 
illegally dippin1 into Madison Guarvity 
funds to raise $50,000 for retirement of 
Clinton's 1984 campaign debt. 

It is entirely possible the Clinton.s v.·ere 
absolutely clueless about McDougal's 
hiahJy irre,ular busine,ss practices. But 
Republican lawmakers say they would 

I!· ·., 

•"' -- ..:....---

feel more sanguine about the president's 
role if Attorney ~neral Janet Reno ap­
pointed a special p~or to aort 
thinas oat. 

Reno so far has resisted calls for a ' 
special prosec\ltor, attributing the de­
mand to petty partisanship. She has left.it I 
to cueer prose.cutors at the Justice De- • ! 
partment to Investigate the connection 
between McDougal and the Clintons. 

But that will not suffice. To allay al­
most certain inainuations of a ~-up in 
the event Justice Department careeri~ts. · 
find their boss' boss blameleis in the 
Whitewater matter, Reno &bould appoint 
a special prosecutor. 

The attorney ieneral's objections to 
namlni an · outsider are specious. "If I 
appoint a special prosecutor," she aa,s, 
."it's still my pro,ecutor. And there wm 
still be questions about the penon's inde-
pendence." . 

That surely would ·not be the ~. at 
least not if. Reno were to appoint an 
outside prosecutor who boasts national 
standing. Such legal flgures u Archibald 
Cox and Leon Jaworski commanded re­
spect during the Watereate inve.stiga• 
tions, even though they were named by 
Pre$ident Nixon'• attorney general. 

At this time, we hal'e no reuoo not to 
take the president at his word when he 
says he and his wife Mdid nothing improp­
er" in the Whitewater affair. However, 
until a special prose<:utor corroborates 
the president's story, there will remain 
doubts in the minds of many Americans. 
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be-whitewater-times 2ndld-pickupl8thgraf a2 041 
(ATTN: National editors) (Includes optional trims) . 
Updates with Janet Reno seeking independent counse l to investigate; 
corrects Wednesday to Thursday in 18th graf. 

•I 

Cl inton Aides See Risk in Shielding Land Deal Fi l es (Washn) 
By John M. Broder= (c) 1994, Los Angeles Times• 

WASHINGTON Advisers to President Cl i nton have warned him that in using 
the legal process to keep secret investment records from his years in 
Arkans as , he runs the risk of damaging his credibility in the contr oversy 
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 i nvestigate 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 responsibl e for the case if 
she s e lected the person, and that she would prefer t o leave the case in the 
hands of the three career attorneys now handling it . 

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

At the White House, the strategy f or now is t o try t o mount a vigorous 
publ i c defense while protecting all documents from release t o congress i onal 
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 t han 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 wi thholding 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 o f a Justice Department 
crJminal investigation that seeks t o learn whether S&L funds were illegally 
diverted t o the real estate deal or t o Clinton ' s Arkansas political campaign! 

One senior adviser to the president has warned that the Clintons will 
· "keep bleeding'' through continued questions about t heir financial affairs 
until they share their personal r ecords with Congress and t he 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 f irst lady' 
rights,' • said the aide, who asked that he not be identified . ··Even if they 
are the pres ident and t he first lady, just because someone makes a charge, 
they don I t have to turn over o vorvt-h i ~- .. .,~ .. -,.,~ • 4:k .. t- 1 c a matter of 
principle . But we recognize t~t rrom a poi1tic~i point of view, we've made 
look bigger than it is. '' 

That i s a lesson that countless politicians have l earned, and Clinton in 
particular should know that a public figure, especially 



I 

,, 

a president, has virtually no private life and cannot dodge questions mere l y 
by a sserting a right to privacy, officials said. 

Other White House advisers insist that the Clintons have done no wrong and 
t hat the calls for full disclosure of their private papers ar e nothing more 
than a Republican- driven wi t ch hunt that should be resisted at a ll costs. 

· · we •re voluntarily turning over more records than anyone has asked f or, ' ' 
White House political adviser Paul Begala said . · "This is like shadow box i ng. 
There are no charges . There are no allegations. This whole thing just 
mystifies and frustrates me.•• 

The Clinton strategy is one used by publ ic officials in a number of case s 
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 signif icant 
political damage. 

(Optional add end) 

Leading Republ icans Thursday accus ed the Clintons of · ·colluding' ' with 
the Justice Department to conceal evidence of possible crimes and of 
stonewalling congressional inves tigators. 

PICK UP 18th graf: · ·rt •s mind-boggling xxx. 

**** filed by :LAWP(--) on 01/07/94 at 02:37EST **** 
**** printed by:WHPR(l62) on 01/07/94 at 03:JSEST **** 
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Dole ch~ges conspira~y in Whitewater land probe 
By Jerry Seper 

:/ lhe records." Mr. Dole said. "h's al- the Whilewacer files retrieved from ings wi1h Whilewa1cr. " I lhmk w,:'vc t'osu:r's ollicc during 1wo s.:urc hcs an 111tk1,.;nuen1 , oun><:I ,f the l;,w 
V moSI unbelievable the While House the off'1ce ol While House Deputy done whal we ,hould have done and following his July 20 su1c1de. Mr. c rcn1m1: 1ha1 pos11m11 as J>.1ss.:J hy 

f.-.t~t()NI .. , 

Scna1c Minority Leader Bob Dole 
yesll!rday accused 1he Jus11ce De· 
partmenl of c olluding wuh 1ho 
Wh11c House ,n a n eff'on to shield 
documents dcscribin11 President 
Clinton's involvement II\ a failed Ar· 
kansas real e state venture now un• 
der fede ral mves11ga1ion. 

The Kansas Republican - who 
has c.lled for a special prosecu1or to 
inY1:stiga1e accusa11ons of umpaign 
f,..ud and loan manipulauon involv• 
ing Mr. Clinton and business partner 
James B. McDougal - described 
the issuance of a subpoena negoti• 
a1eJ by Mr. Chnlon's personal at­
torney as "almo~t unbelievable." 

"It's fair to MIY the While House 
worked wi1h Jus tice on a subpoena 
in an effort to protect the privacy of 

I . 

would work wi1h Justice in a maner Counsel Vmcenl W. t'os1er Jr. afler don' foel the need 10 do any more f'os1cr wu:1 also th" Chncons' per• the llnu, c . ·n ,e hill, "''"'°'' w;,s a1• 
of this kind. I don't know of any p rec• his suicide in July. lhan we've done;' sht: IOld reporters sonal uuorncy at the lime of has pn,vcd Nov lo by the Se11,,1e, wonl,1 
eden! for this. The aubpc,ena wps rormully re- on Dec. 22. dcn1h. allow Mass UellO 10 pc1111011" 1hree· 

" It appears the Wrote House is quesl~-d by Mr. Keodall on Dec. 23 Mr. Clinton said on Dec. 23 he was One of the searches took place JuJa:e fcJcrul 1>u11cl au ,clccl a l,,w 
ruMing lhe invescigalionand not lhe arcer meetings with Justice Depart· walling 10 "cooperau:" with federal lhrcc hours aflcr Mr. t"oslcr's body yer 10 mw, 111:u1c lhe .:u><:. mJq>.:n 
Justice Depanment," he said. ment lowyers,allholj&h itsexistenq: inv,:stigators and volunranly tum wu round in a Virginia park, dcs plle den I ur lhc Ju, 11cc Oc1,.,r1mcn1 . 

His commenta ume as the While was not acknowledged by the White over the Whilcwa1er documents, al- orders by White House Chief ofS1ufT lnvcs1111a1urs arc h•1k111~ 111111 .,c 
House announced it had begun to House until WednCSjlay, , j though he made no mention of 1hc Thomas E "Mack" Mel.any chat the cuso11011s llw1 Mr. Md>uu~al HI' 
hand over documents to r~...ieral in· The subpoenaed I dqpimenls ht· pendlna subpot,na. "Of course "'-e'II ofTice be sealed. pruv,,,J fra uJulcnl 10;111, 111 S!SU,0011 
vestiaucors under the grand jury elude records coni:eming White- do what we can to cooperare," the A Homey General Janel Reno ye>· and da w ned money 10 Mr Chnh>n'• 
subpoena. The records show the in· water and chose pertaining to Arkan• president said during an Oval OfTice 1erday dec lined to name a spccu,I l'JN4 1tubcrnu111rwl nu1111:.,i;11 111 ,\ r 
volvemcnt or Mr. Clinton and Hillary sas' )'IOW-<lef~t M~~n Gwaranty interview wilh reponers. prosccu1or, kan, as. The l'orn1er S& I. uwncl' 
Rodham Clinton in a oontroveraial Savina• and Load Associa tion. It remains unceMain what spe- " I'm gom11 10 be damned if I do hcl1>.:J Mr Ch111on rc(li•Y 1hous.,11J, 
northern Arkansas real estate ven- owned by Mr. McDou11al. II requires cific documents are included in sev• and damned if 1 don't." she said dur- or dollars 111 191H c.im1>u1~11 uch1s 
ture known aa Whitewater Develop• that all the document• be submitted eral boxes to be turned over to in- ina her weekly press briefing. "And lnvcs11i:a1ors also;,rc 1ry ml! to J c 
ment Corp. by Jan. 18. ; 11 1 ves1iga1ors. Durin(I the 1992 pres- if that's what's going to happen, then lcrmine if MaJ1son fond, wcr .: ,lie 

The subpoena was issued secretly lroniully, negotiations for the idential umpaian, the Clintons said I want 10 try 10 do it in what il the 11•lly Jiwrtcd 10 Wl111ew~1cr, ""J 1( 

on Christmas Eve and was served subpoena were on11oin11 at a time the Wh11twa1er records had d1sap- 1 bes t interest of the case so far es I Mr. Chntoo pressured lhe uwuc r uf 
that same day on the Clintons' per- Mrs. Clinton was saying publicly she peared. can determine it." a Small Uusme,s Adn11111>aru11011 
sonal attorney, David Kendall, who saw no reason to release records The subpoenaed documents, how• .But Miss Reno hinted th • she lending ai:ency for a SlOO,l~H• h>Jn 
the Wlute House had said wa.s aiven showing the couple's business deal· ever, include 1hose taken from Mr. might be open to the appointn :nt of for Mr. McDoui;ul's w,fo. su,..111 

I ' 
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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, DI., 

·Jor what it called the police and fire de· 
' panments' "pattern and practice" of 
: clistrimination against job applicants 

with· disabilities, such as chronic back 
··:problems. Justice's civil rights lawyer 
· .. called the suit a "venture into a new 
. lield of anti~scrimination law." Wei• 
. ·: come to the next big chapter in the 
• U,S, litigation explosion, now being 

· unfo1ded 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· 

· tonltes 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 p~ 
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 

. c.µi :expect to be dragged into court or 
otherwise browbeaten into setUeme.nts 
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 olthe 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 ln Washington's liberal 
community that will be eased only by 
the kind of broad-brush litigation that 
would satisfy I.hose who think the U.S. 
is a pathologically biase( society. 

The signal-caller for this new game 
plan is none other than Webster 
Hubbell. the offensive coach at the 
Justice Department. The associate al• 
torney general from UtUe Rock's 
Rose Law Firm recently told a lun· 
cheon of the Washington Council of 
Lawyers. a pro bono bastion. that help 
~o~ld ~ on the way soon. Most specif• 
, .......... . .... ~ -
agenda for the new assistant attorney 
general for civil rights, once a re· 
placement for Lani Gwnler is finally 
found. And for the new top command 
at the Equal Employment Opportunity 
Commission "we \\111 bring people in 

who intend to be active." Sounds like 
the recrulters 'will be visiting the Uni· 
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 cell· 
ings" in the workplace and enforce­
ment of "environmental equity" 
(meaning they'll dlscourage jolH:reat• 
Ing noxious plants ln 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 Cllntonltes choose to run it. Its ca· 
reer stall was barely affected b:,i 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 Cl inton counterrevolution 
is all about. Both were savaged by an 
alliance of legal•political interests 
whose agenda, putting aside the abor· 
lion 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 Qr parochial stuff. The 
years just ahead are likely to teach 
them different. Companies and other 
insUtutions 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 wav 
these strategies get played out. The 

~ ~ . •. ,01rness and diversity 
have supenicial appeal to most peo­
ple. but they get l\\1sted 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. 

[ . 
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Re: : o: Co . : · sel 'Poss:·hle' 
Attorney General Softens Stance in Whitewater Case 

By Michael laikofl' Al __ ,.. ___ n, "simply doesn't make aense" right now given 
that Congress appean on the verge of reen· 
acting the independent counsel statute. 

Attorney General Janet Reoo aaid yester• 
clay that "there might be the poeaibility" Ille 
would seek oourt appointment of an indepen­
dent roumel to investigate Presideat Clin· 
ton's involvement in the Whitewater Devel· 
opment Corp. if Congress approves legisla• 
tion reauthorizmg the independent COWISel 
statute. 

Responding to a barrage of new calls for 
her to ll5e her existing powers to appoict an 
independent counsel, Reno told reponera at 
ber weekly newa c:oaference that aucb a move 

Tbe statute would give Reoo the authority 
to aeek appointment of an independent coun• 
ae1 from a three-judge fedenl panel in cues 
in which Reno bas received credible allega• 
tioos of a aime involving high-level federal 
officials. She also would have broad discretion 
to eeek an independent investigatioo in mat· 
ten that pose coaflicta of interest for the Jus• 
tice Department. 

Reno bas uid repeatedly abe uw no need 
for naming an independent counsel becall5e 

S.. WJIJTIWATD, A4, C.011 

Reno: Independent Counsel 
Possible in S&L Investigation ·~) :· .. , . 

lltjJ.~;1'.-
WBITEWATER. Pro■ Al 

1ucb a person would still repon to 
ber and sbe would have ultimate re­
lJ)ODSIDility for the case. 

"In the current at.ate of the law 
with respect to the Whitewater 
case, I'm going to be damDed if l do 
and damned if l dao't, • lbe aaid. 
Moreover, with a three-penoo 
team of career prosecuton now 
aioducting the investigation, Reoo 
said bringing in an independent 
counsel now would oaly c:all5e "dis­
ruption aod delay." 

The pressure for appointment of 
an independent COUDSel continued 
to build yesterday in the wake of 
oew 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 month, 
shortly before a federal grand jury 
subpoena was served for the pres­
ident's material on Dec. 24. 

White House aides aaid they 
sought the subpoem to emure that 
the material would not be leaked to 
the news media or members of Con­
gress. Federal law forbids the UD· 

authorized disclosure of materiQI 
that is before a grand jury. Al­
though Clinton could still publicJy 
release the documents, the White 
House has said be will not do 10. 

The Justice Department is con­
ducting ao investigation into Mad­
ison Guaranty Savings & Loan, a 
failed Arkansas tbiift that allegedly 
diverted tens of thousands of depos-
itor monPv lnr 1,n!"rnn-~ ntt""""9•~. 

.. ..;::. ..... ,:; .._.,. -~K"-"' 1JCUe 11\lal'lCS 

were Whitewater, an Ozarks real 
estate investment firm fonnerly 
half owned by the Clintons. 

Although Reno declined repeatedly 
- to commit herself to seeking an in• 

dependent counsel, ber comments 
were the first auggestion that abe 
would use a new law-strongly aui>­
poned by the CtiDton administra· 
tioo-to Launch an independent probe 
touching oo the presidenL 

A!J related by White House and 
Justice Department officials, the 

president'a lawyer, David Kend.all 
from the firm of Williams & Coonally, 
talked with G. Allen Carver Jr., dep­
uty chief of the fraud teetioo, about 
the wording ol the subpoena oo Dec. 
23. When Carvel told Kendall that a 
subpecma already bad been dn.fted, 
~ then auageated that it be 
nen broader-a 1110Ye that bad tbe 
effect ol protectina more 1111terial 
from public discbure. 

Tbe aketcby accounta of the 
talD-botb Justice of6cials ud 
Kendall declined to comment oo 
them yesterday-prompted Repub­
licaos to charge that the depart• 
ment was being used to eerve the 
president'• political interests. 

It is "very, very disturbing to have 
the White House going to the Justice 
Deputmeot to apparently coUude to­
gether to get a subpoena 10 the 
American people can't tee the doc· 
uments," Rep. Newt Ginirich <R • 
Ga.), the House minority whip, aaid 
oo NBC'a '7oday Sbow." 

Senate Minority'l.eader RobenJ. 
Dole CR-Kan.), appurioi oo the 
same program, aaid Reno bas "let 
-the White House take over the in· 
vestgation, which is a bii, big mis­
take oo ber part.• 

Dole, who bas opposed reenact• 
ment of the independent counsel 
law, aaid 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• 
era! proeecutor wbo teacbes crim­
inal law at Notre Dame law school, 
saiv,esterday that there was noth• 
ing unusual about Kendall asking for 
a subpoena for bis client's protec• 
lion onu he knew tbe Justice De­
partment would be interested in ex­
amining the documents. 

But Blakey said the White House's 
handling of the 1111tter made it imper­
ative for Reno to quickly appoint ID 
independent counsel By failing to 
make a complete disclosure about 
Whitewater, "they are contributing to 
the continued cynicism of the country 
about their aovernmeot.• 

The debate over the appointment 

FH1114\. J~,, ,Hi 7 19Q4 T111 n , 

.. $';.,e''li., "", . ,. :;,.s•'. Jf 

~~;i·t·::·r·.·;.ir-.·.·-.• 1:i: , i . ~'i.Y"', ,. , !· •t l ·, 
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~ , 
Wt. ltOIERT J. DOLi 

.. . lllu -11 ~ "'•iMM" 
of an independent counsel bas 
largely arisen because the indepen­
dent counsel law, originally en.acted 
u a post-Watergate reform ID 
1978, lapsed in late 1992 and Coo· 
gress failed to reenact it. 

Reno'a comments about possl'bly 
using a new independent couosel law 
to initiate a Whitewater investigation 
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" infonnation from a "cred· 
ible" source that one of about 50 
high-level government officials has 
committed a federal crime, 

Sen. Carl Levin CD-Mich.), the 
principal author of the bill that 
overwherningly passed the Senate 
in November, aaid this week that 
"from the public ~ord that I've 
seen• be couldn't see how R~~" 
would be reqwreo ,o a~, . 

Without an allegation of specific 
misconduct from a "credible" 
IOW'<:e, aides to Levin said. Reno 
would not be compeUed to do any­
thing on Whitewater. 

But another provision of the act. 
they aaid, would give Reno broad 
discretionary authority to seek ID 
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. appe.ared to be referring 
to in ber comments yesterday, 

" r i 



Janet Reno's Shameful Delay J 
Attorney General Janet Reno seems hellbent 

on sacrihcmg her repu1a11on 10 1he \\'hne House·; 
effort to contain the Whitewater Development flap. 
Not only has she contmued to refuse. on insultingly 
specious grounds. 10 appomt an independent coun­
sel. lt now emerj? ':'; tha1 r :. ~o rriu~m~ shr ha, 
bought ume for Jusuce Depanmem and Whue 
Hou~e lawyers to cook up a deal 10 keep the 
Whnewater records under wraps. Moreover. those 
records are being handled so sloppily that when an 
independent counsel is f inally - and inevitably -
appointed, that official will have to spend vast 
energy to be sure no evidence has been destroyed. 

Is no one at the Whne House read ml! the history 
of r ecent President ial scandals? These clumsy ef­
fon s at suppression are feckless and self-defeating. 
This White House's attempts to maintain politlcal 
control of the mvestigauon into President and Mrs. 
Clinton's real estate dealings in Arkansas are swill· 
iy draining away public trust in their Integrity. 

M s. Reno ms1s1s she does not wear the White 
House collar, but her news conference yesterday 
undermined that claim. She holds out the possibility 
that she will seek a coun -appomted independent 
prosecutor as soon as the House passes legislation 
authorizing such positions. But M s. Reno does not 
ha\·c 10 wait. Sh-:- alread\' has the authornv 10 
appoint a special prosecutor irom outside her dfo· 
panment, and Congressional Republicans are right 
to insist tha t she do so. When the Independent 

Counsel Act 1s revived - as II ought to ~ - then 
1hIs special pro~ecmor can 1t1,·e wav 10 a coun­
appo1med prosecutor operaung wI1h even more 
independence. 

The Jus11ce Oepanmem's own namby-pamby 
IOQUtf\' has CJ\'CO th~ II hit (' House pleniy of 11me 10 
cover Mr. Cllnton·s tracks. Ms. Reno's department 
has called for documents includmg 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 tum 
over the documents voluntar llv. But as late as 
Tuesday the Whlle House said they were still bemg 
"catalogued." 

Now ii develops that the first boxes are just 
wending their way to Justice - protected by a 
Government subpoena. The subpoena, previously 
undisclosed, serves mainly to maintain their se-

1 

crecy and give Mr. Clinton more than three weeks I 

to "catalogue" and deliver the papers. 
Yet the Attorney General hnds nothing amiss. 

Her career bloodhounds are on the case. Yes. she 
has the legal power to appoint an outside counsel, 
but, she said yesterday. "that dces not make that 
person mdependent. I mean, if I appoint somebody, 
I ' m j!Oing 10 get blamed for what tha1 person does 
or doesn't do." 

How could mauers be more momfymg /or 
Justice than they are now? 

M~. Cuomo's Sobering Summons ✓ 
Plenty of people have said tha t Gov. Mario 

Cuomo sounded like a Republican in his speech 10 
the New York State Legislature on Wednesday. 
Many have also observed that the three mam i ssues 
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 1s eminently achievable. In that sense 
his address 1s a pointed challenge to the Legisla• 
tur e. especially the Republicans who have so often 
thwarted him - and 10 Mr. Cuomo. who has a hab11 
of thwarting himself. 

The Governor's speech contained few of his 
customarv oratoncal flouri shes. and not much m 
the way of passion or his usual promises 10 the poor. 
His most important theme was that New York 
needed to create an " aggressively hosp11able" ch­
mate for business. To that end he called for cu111ng 
,;...ft c-oroorate 1:1 , <::~cnar!:!~. nhasin2 0111 th<' hotr l 
rnx, 1uvmg iax oreaK~ to oeveI0pers ano cl1m111~ 1111,. 
a bunch of "obno,uous" fees. 

Whether he can do all that in the face of a Sl.5 
billion budget dehc11 1s doubtful : even so. Governor 
Cuomo 1s clearly aware that New York h:is lost 
500,000 Jobs in the last four yea rs of his rei!ln and 
that. r ecession aside. an 1nhosp11able 1ax en"iron­
ment may h: '-·<' ~~-: ... J:"t _ ... , -~ .., ._ ... 

On welfare, Mr. Cuomo also emphasized jobs. 
He proposed that the state hnd work for welfare 
applicants before allowing them on the rolls. He 
would also cut benefits 10 families whose children 
are not auendmg schools and hngerprmt welfare 
recipients as pro1ec11on against fraud. He sounded a 
similarly tough note on crime, urging an overdue 
ban on assault weapons and harsher penalties for 
repeat offenders m violent crimes. 

Ail three issues have long been pan of the 
Republican domain. Pohucally, the G.0.P. cannot 
be pleased that Mr Cuomo may have shrewdly 
pos111oned himself 10 outflank whoever runs against 
him : leg1sla11vely, however. II staggers the 1mag1• 
na11on 10 thmk that the Republicans who control the 
State Senate can, in !!ood conscience. resist him. 
indeed. his s1ronges1 opp0s111on 1s likely to come 
from his fellow Democrats. who do not like the idea 
of fmgerpnnung wcliare rec1p1ents. for example. 
and who can!)(' expected 10 argue that cu111ng taxes 
will hurt programs for the poor. 

Presumabh· as 3 call 10 arms. Mr Cuomo 
quo1cc :,naKespeart, , · Lonolanus· : "Acuon 1~ eic.,­
quence:· In the play. however. the hne 1s a plea 10 
Coriolanus f rom his mother 10 get off his high horse 
and go on bended knee 10 ask lhe Roman people for 
support. The quote actually works both ways: as a 
summons 10 acuon in the State Legislature. and as a 
reminder 10 himself 1ha1 he must work harder than 
' - .... -~ 1hft n~<1 to !!et his proj!ram 1hrou1th 
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Insisting on l:{iva_;y, ~Jin ton See1;1s to 1ccc 
By DAVID E.ROSE NBAUM \ the .L un1shment Ii.· Jv .... ay Bring. 

s,ec•1 10ThtNirwYort'nllliel <----- --- - - - - - ------------ - ----__ 
WASHINGTON, Jan_ 6 - President 

Clinwn has apparently decided that he Federal invesugaiors' And why do I Las1 July, Mr. Foster committed sui ­
would rather bear the political con_se- Whil e House offic ials con1mue 10 code For mon1hs. 1he While House 
quenees of being accused of hiding, ref us(• w coopcra1e fully w11h 1hose .cooe,·o ouc·suons about whether he had 
something about an Arkansas real es- 1 mves11ea11n~ the su1c1de' , r,os~esseo documents mvolvtng Wb1tt1-
1a1e venture than allow all of the facts rwr · harmcned w Wh11cwa1N s , wa1,·, Finally. on Dec. 20, officials 

to become nubht r.~!:.·: .•u ~incss records·· , :icknowledp.cd m response to news...ac• 
The President's adv,;, ~ v. 11a1 ao the records show abou1 111c , counts 1hat 1hr, Whtie House counsel. 

News ers said as much on Chntons · tax hability? 1 Bernard w. Nussbaum. had removed a 
Analysis Wednesday. Their ver~n lnformauon made public so far hie on the mauer from Mr. Fostef1; 

of events is that . they· shows that Wh11ewa1er Development offoce 1mmed1ately after hos death·and 
asked the Justice Depart• , was created in 1978 by Mr. McDougal, before Federal investigators had_"a 

ment to subpoena documents relating I hfs wife, Susan, and Mr. and Mrs. Chn- chance 10 examine It. .,.,. 
to Mr. Clinton's Investment in the I ton. At the time, Mr. Clinton was Attor- Three days later, on Dec. 23,":~ 
Whitewater Development Corporation! ney General of Arkansas, and Mrs. Wh11e House announced that Mr. CliR, 
so it would be Jess likely that the ma•• Clinton was ma private law practice in ton had directed that the file be tum¢ 
terlal would be disclosed publicly. ; Little Rock. I over 10 the Jusuce DepanmenL M;a,rk 

: The White House explains this in Clintons Tell ol Loss I Gea ran. 1he Whit<; House commu~-
1 term s of protecting the President 's pri- . uons director. said that day that-~ 
vacy. But lllce most politicians, Mr. The goal was to, buy lots m the President was not aware of any ~ 
Clinton regularly reveals Intensely per.' Ozarks and sell them for second poena. But now the White House sa~ 
sonal matters when it is in his political homes. The Chntons and McDougals that Dec. 23 was the day David KendiiJi 
interest 

10 
do so. had equal shares m the v~nture and the Chnton·s personal lawyer, 0 g(s-

. . . were supposed to share prof us equally, cussed the subpoena .with the JU$,1K:e 
In his 1992 Pres1denUal campaign, although the McDougals contributed Department. . 

for example, Mr. Chnton repeatedly signihc:antly more money. 

1 

At about the same ume, law-enfcir'ce­
told the story of how as a teen-ager he Like so many other real estate ven- ment ofhcials investigating Mr. 'ff/S· 
had demanded. In a lace-to-lace en• tures in the 1980's grounded on bor- ter·s death told a reponer that tfiel'r 
counter, that his step-father stop beat- rowed money. Whitewater went broke. 

I 
Ing his motlier. The Chntons maintam tha1 they lost 

He and bis wife, Hillary, have also. S69,000. 
gtven extensive Interviews on how they Shonly after he went into business 
met and details of their counshtp. with the Chntons, Mr. McDou11a1 

1 So the determination to keep . the bought the Madison Guaranty Savmg, 

I 
Whnewater doc:uments secret gives I and Loan Association, which was regu, , 
Mr. Cllntan's crilica free rein to spectl-1 Jated by the Arkansas state govern­
late tllat Ibey must Include damaging ment but protected by Federal deposit 

insurance. From 1982 until 1985, Mad i-
son' s assets mushroomed from SJ mi l• 
lion to $120 million. Then Madison went 
under, and it cost the Federal Govern• 
ment $60 million to reimburse the de-

The Clintoris 
~m 

contend they are~ 
protecting their· ;;,~-· 
privacy. A failed business 

deal raises 
uncomfortable 
questions. 

positors. . 
Investigations have uncovered evi- Inquiry wa s being hampered_ by a ltld< 

dence that Madison's money was used of coopera110n from the White H-. 
to help repay a $50,000 personal debt Mr. Clmton·s aides say they have been 
Mr. Clinton mcurred in his 1984 cam- fully coopera11vc. 
paign for Governor. Mr. Clinton has Whether Mr. Foster's files contaiaed 

th' denied he knew where the money came Wh11ewa1cr's busmess records is ~n-
info!""8tion. If Mr. Chnton ha~ no ing from. He has also denied suggesuons clear. . 
to hide, the critics ask, why dtd he not that in return for this and other favors Mr. McDougal says that at the Clin­
mal<e a clean breast of the situation he used his political influence 10 help tons' request. he sent an, the business 
from the beginning rather than let the keep Madison alive for years. The long- records to the Governors mans1on·m 
news trickle out and continue to resist er Madison stayed afloat. the more ns I L111le Rock several years ago. ·The 
a full disclosure? . . bailout ended up costmg the Federal Chmons said las1 yea r that they had no 

In an interview this morning _on Government. t such records and that Mr. McDougal, 
NBC's '.'TOC!•Y" show, Representauve Meanume. Whnewater Developmenl I as Wh11ewa1er' s president, was respon, 

i Newt Gmgrich of Georgia, the Repubh• continued 10 struggle. The corporauon I soblc for keeping the records. 
can whip, said, " To have the White actually existed mto the early J990's. I Mr. Mcl)ou(!a l has told associates 
House going to the Jusuce Department : colleclln(! mortgage payments from 101 I that last. June h1s l~wyer received cop­
to apparently collude together to get a I owners and paying down the principal I .es of ll.h11ewa1er s tax returns from 
subpoena so the American people can't ,i and in1eres1 on a small number of Mr. Foster for 1990 through 1992, but<he 
see the documents - there's some- 1'! remainmg loans. I sa id he never received busmess 
thing a little bit sick about that kind of I Ad . 7 P I records he reques1ed from Mr. Foster. 
approach." l missoonon apers I Documents 1us11fying the Chntons' 

: Mr. McDougal has suffered a mental t statement that thev los1 S69 000 on tM 
Among the quesuons raised by the breakdown and declared personal I vent(.rc have never been made public. 

strategy of secrecy are these . bankruptcy. He was med and acqu11- Because of the way Whitewater Wll'5 
CJWhat do the documents show about I ted of bank fraud in 1990. In Decembr r , l trurtured, suth a loss would not be 

the f1nanc1al rclat1onshm hN_w~en. "-~:· , t!IC:: . • :.-:"- lh<' f1 rcs1o~n11al e1-:<: 110:1 ~.· • •t:~·:::11:. .. .: :.:. ::-::-ir ocrsonal lax return.:. 
Chnton and hos partner m me Wn11• · 1• bou~h1 out the Chntons' ,meres, tn llut me mvestment has caused -tbe 
water in_vestment, Jame~ McDougal' : Wh11ewa1er. ! :hntons some tax problems. They now 
CJ Why d1d the Presidents lawyer and i Mr. Foster. the depu1y Wh11e House 11cknowled!\e thal m 1984 and 1985, they 
a_dV1ser,-V1ncent W, Fost~r Jr., keep a II counsel , was left to handle lm(!enng ,mproperly took personal tax deduc­
l1le about ~h11ewater m hos . White I' legal ,ssues involvm~ Wh11ewa1er. For I 110ns tor ,merest payments or $2,811 

: House office • Why was the hie re- instance. the company, which showed I ind $2.322. when the payments wen> 

I mo~ed from h1s olfoce after Mr. Fos- , no profit. owed no income tax. !lut the i 1c1ually made by the company. The 
ter s suicide in July and not shown 10 : required tax returns for the years 1990 I :1mtons ha ve never paid the back tax­

·'"--·· · .... : ... · .• · • · • :,."' ! S. and unorr the law, smce the d1s­
rncy neeoco ,u m, completed and I :repanc\' occurred more than thtee 
signed , vcars ago the~· are not liable for them 
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Reno to Ask for Special Counsel , 
In Clinton Land Deal, Aides Say 1 

f 

Independent Prosecutor Law Must Be Renewed ! 
Al I 

By NEIL A. LEWIS I 
5pec .. 1,o T1w ~ ..,_. THWI 

WASHJNGTOS. Ja n. 6 - Allornev _______ ✓ 
vcncr.:il Janet Reno nas occ,dco to as\: I uon, uiat person would not be seen as 
a court to appoint an independent pros- Conunued From Page Al independent and she would ulumately 
ecutor to invesugate President and - ---- be held responsible. For that reason. 
Mrs. Chnton·s Arkansas land invest• I she would leave the investigauon in the 
ments as soon as Congress enacts a preparation of the subpoena before hands of career prosecutors in the Jus­
law renewing her ability to do so, sen- Dec. 23, when Mr. Clinton ordered the lice Depanment for the time being. 
ior Justice Department officials said documenu to be handed over. Sa"'•- d l.oall SeiJed 
today. " The Presidentdlcln'tllnow; hlsla:""· • ._..an . 

Ms Reno herself todav came close to yer didn't know; the White House did• Mr. and Mrs. Chnton were partners 
savin~ she would use the law to ask a • n' t know that there was anything pre- In Whitewater with with James B. 

panel of Judges to appoint an inde~nd• ; pa~ until after he .11111de the deci· i ~i=I l.:~w~c:i1:~rs. ~: 
ent counsel to invesugat: allegauons ! SKKI! George Stephanopoulos, a 9enior McC>ougfi also owned Madison Guar­
surrounding the Chntons investment ; adviser to Mr. Clinton. sa_td todat anty, an Arkensas savings and loan 
,n the Whnewatcr Development Com• Mr. Stephanopoulos said he did not, association which was seized by Fed­
pany of Arkansas before Mr. Clinton I know when Mr. Clmton bad leamedl eral regulators In 1989 at a cost of more 
became President I that the subpoena was belng prepared, than $60 mUlion In public money. 

In a prepared statement. Ms. Reno I and _said he was not sure that the Investigators are el(J)loring the pos-
snokP t>oth ahm11 ,,-.,. ll'h•1~wa1rr ,n,·• • Pres ide"' evwerhd,d Hknow. 

11 
.. 

1 
si~:: · · :.lla1 while Mr. Chnton was ~c" 

· " Sf~· · r 1te ouse O 1c1a wr. : o· Arkansas be saw to it uia, 
t11!at1un and tnc nceo to renew 1ne la · de~hneo 10 be Identified said that Mr.' ernor ' . j . 

1 
d 

that would allow her to peuuon a cour: Chnton decided on the morning or Dec.I Madison s weak manc1a con_ 1110~ 

to name an independent investigator. l 23 to give the Whitewater files to t11ej ~ not f exa;'::!a'i°° :i~:: ~e 
Senior Justice Department officials Justice Department. and bad Deputy1 bank g;hi~ also might have been used 
said she and her top aides had already White House counsel Joel Klem convey I 10 keeo Whitewater afloat 
c-oncluded 1ha1 s~ekinµ an independen1 · that message to !"Ir. Kendall Mr: Ken• Representative Jim Leach. an Iowa 
prosecutor would be unavoidable If the : dall and Mr. Klem then decided I! was, Repubhcan who has been pressing Ms. 
law was passed. I best to ask the Jusuce Departmenl to Reno to qulckly name an Independent 

Decision Han son Wordln request the documenta under a SUbpoe- prosecutor under Depanment regula, 
& I na In order to procec:t their confldenU· lions said today that waiting until the 

But Ms. Reno and her aides said she ' ahty. . special counsel law IS renewed would 
could not make a flat public promise to When Mr. Kendall called the Jus~ only help the President politically. 
do so because the bill was still makmg Depanment with his offer, the White Mr. Leach, who IS the ranking Re­
Its way through Congress and she did H~ of!lc:ial •id. be leamed_lhe De- publican on the House Banking Com­
not know how the final Jaw would read. partment wu already PftP&rlng a sub- mlttee, said that Ms. Reno Is correct 

The decision 10 seek a coun-appoint• poena for the papers. ...... bill that a prosecutor appointed by judges 
. • . Whi lhe Senate already has pa"""" a would be preferable to one named by 

ed mvesugat~_r insures that the te- that would renew the independent her. But he said there Is a strong need 
water issue w 111 move to a new level of: counsel Jaw, and the House Is set to to act quickly because the statute or 
scrutiny, thus adding impetus to calls . take final action on a different version limitations will soon run out for some 
in Congress to mov_e quickly to renew · In the next few weeks. President Clln• civil violations of the law governing the\ 
the Watergate-era mdependent prose- ton bas repeatedly said he would sign bailout of the savings and loan Indus-

! cutor law. which expired in 1992. I such a bill Into Jaw. Republicans had 'try. I! 
. The old law permitted Federal 1: opposed renewal the old Jaw because of Under the 1989 l~w. ~ ~Id, the Gov~ I judges to appoint independent prosecu• · the ~ial p~tor Lawrence K. ernment ~t bnng c1v1I complamt~ 
1 tors 10 investigate assertions of Gov-' Walsh s lnvesttgatlon of members of for acts of w1llful misconduct more, : 

nt wron•dom• free of Jusuce I two Repubhcan Adm111lstraUons In the than five years after a savings and loan ' 1 ernme ,. .. : l ran~ntra scandal But with a Demo- has been seiz.ed by the government 
: Department oversight. , crat in the White House, Republicans Madison was placed under conservaJ 

Knowledge of Subpoena at Issue are now supporting the bill. . torship in March. 1989 and thus. he 
Ms Reno spoke amid indications Ms. Reno also said she was unwllhng said, U,e statute of limitauons would 

' h t i°he While House may have issued' to use a Jusuce Depanment regulation run out on such offenses in March of 
• t a , which would leave the selecuon of a this year. 

misleading statements about the Cir· 1 special prosecutor to her because ii A iaw renewing Ms. Reno·s abilny to 
cumstances under which it decided •~ would be wasteful for her to name petition a court for a special counsel 
turn over to the Jumce Depart men, · someone if she would soon be asking a would nol be enacted until the end of 
hies tha1 had been removed from th< panel of judges to do so. . . Februarv at the earhest . he sa ,d and. 
office or Vincent II'. Foster Jr .. a Wh11c She said that If the law 1s renewed as "It would be very difficult for someone 
House lawyer. after he killed himself · expected,""and depending on_ the Ian- 10 be named by the court to rai se these 1

1 on Julv 20. · guage of the statute and the evide~ce al concerns by the hrsl week or March: · . 
Wh1ie House ~ookes men sa ,d on IJ : · the time. there might be U,e possibtllly Cnm,nal ac1s have a 10-vear s1a tu'.' 

2J that \lr C11 nton nao dcc1deo on ni ; for me to pe1,111on the codurt for thel I of hmnauons. 
own to ~ol~ntanlv turn over the docu• i appointment o an mdepen ent counse "Her approach is very defensive of I 

• 1 and the court might appoint even a the Presi·dent .. Mr Leach sa1·d 
ments to law enforcement ~fficials. But I third lawyer." ' · 
some Admin1Strauon ofhc1als said t<'· She had earlier said that even if she==============: 
day that he did so only after learning , chose someone of Impeccable reputa• 
that the Jus11cc Department had in-: · · I 
formed his lawver 11 was preparing to 
subpoena the papers as part of a cnm1• 
nal mvesu~auon 1i1tu ... ,a ....... . .. ··- · 
savings and loan that was owned by the 
Chntons· panner 1n ll'h11ewate1 . 

The officials said that the Pres,. 
dent's personal law,·e r. David Kenda ll , • 

, spoke w11h Jusuce Department Jaw- THE NEW YORK TIMES. FRIDAY. JANVAR) 7. 199. 
· vers tha1 dav abOut an 1mpendin1t sub• 

poen., 
Yet Wh11e House ofhc1als ins,steo 

today that nenher President Chnton ' 
Mr. Kendall or anvone else at lhP White 
House KOC\\ oi lhC JuSlllC IJepanment 

Con11nued on Po~e AJ9. Column I 
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Woman Linked to Ointons in Land Venture Faces California Charges 
v· By Howard Schneider 

¥1""-Clo. "-t Sutt Wr-«:t 

/\ former p.artner ol President Clinton ill 
an Arkansas real eatate venture has been 
rh,1rged in California with embeuling 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 
1trand thelt charges stemming from her em-
11loyme11t as w Mehtas' l)t!rsonal book­
kt.~·per from 1989 until July 1992. McDou-
1tal was a part-owner of the Whitewater 
I levelopment Corp. along with her ex­
husband, James, and the Clintons. 

A complaint filed by the Los Angeles rus-
1 qrl altornry and a separate civil action 
lil'(lught by the Mehtas aUege that McDou­
~.tl forged nnrly 300 checks on the Meh-
1.,s· accow1t to pay per-sonal restaurant , ho­
td and other expenses. Following a brie( 
a11a11(nnwnt. she was released on $35,000 
bond and allowed to return to her current 
IJUme in Tennessee. 

The charges are the latest twist in what 
has bttn a roller coaster ride (or McDougal. 
Uurifli the early 1980s she was weU•known 

in Arkansas as James McOougal's savvy part• 
ner in the operation ol ltis Madison Guaranty 
Savings & Loan, where she was a stockhold­
er, board member and he.ad of the thrift's 
once-extensive marketing operation. 

This fall, however, a national warrant 
was issued for her arrest u authorities in 
Los Angeles sought her on the forgery 
charges. She eventually wu located in Ten­
nessee and appeared voluotarily in Califor• 
nia for a Dec. 29 arraignment. 

She also emerged in recent weeb as an 
important figure in the ong<.>:.,g fe&?ral in­
vestigation of Madison-a probe that is 
looking in part at the flow of thrift fonds to 
\l{jlitewater, other businesses and Arkansas 
p6lit.icians, including tbeo-Cov. Clinton in 
coMection with his 1984 reelection cam· 
paign. Sources close to the investigation 
said Susan McDougal bad authority to write 
checks on Whitewate r's account, and that 
she therefoce may hold key information 
about where the company's money came 
from and where it went. The Ctintoos have 
said they were only passive investors in 
Whitewater and lost nearly ,-:o,000. They 
sold their interest in the company back to 
James McDougal late last year. 

Susan McDougal's marketing oo,npany 
also took out a $300,000 small business 
loan in early 1986 that is beina e:umioed by 
federal investJaatoca. The loan wu made by 

During the early 1980s, 
Susan McDougal was 
well-known in Arkansas 
as her husband~ sav,,,­
partner in Madison 
Guaranty Savings & 
Loan. 
Little Rock Municipal Judge David Hale, 
who owned a small finmce company backed 
by the federal Small Business Administra• 
tion to support disadvantaged entrepre­
neurs. 

Wbea be wa, charged with defrauding 
the SBA tut IUDlme r in connection with an 

unrelated transaction, Hale alleged that 
James McDougal and tben-Cov. Clinton 
preuured him to make the loan to Su.an 
Md)oupl. He said they told him the moaey 
was needed to take care ol problem loaaa at 
Madi9oo that federal regulatora had beauo 
questioning. Susan McDougal never repaid 
the loan. Tbe Mcl'\go1pla qlU said tut 
aome ol the mooey was uted to buy land for 
Whitewater. 

The White HOl!Se baa denied that Clinton 
ever dilcussed the loan with Hale. After 
grantina two telephone interviewt laat fall, 
SIWII McDoupl, lhroucb her attorney 111d 
throu,11 friesadl. bae rduled furtbe1' lmu· 
view requeu poeed to lier recently in writ• 
ing. 

Leonard Levine, a criminal attorney 
hired to defend McDougal against the Cal­
ifornia forgery 111d theft dwgea. said she is 
"Uyina to pu1 her life back toeether" 111d 
coocentntina on the upcomina criminal 
case. Levioe said he is c:on6cleat that a 
handwriting analyaia and othu evidence will 
prove the queationed cbecka were either 
written by Nancy Mehta henelf, or with 
her permission. 

·J think she would like to put all this be-

hind he.r," Levine sail, while acknowledgina 
that with federal invettiaaton acill clelvinc 
into Madison's affair\O 1 gueaa that is not 
,oiPc to happen.• 

Although in interviews Susan McDougal 
claimed ahe had little rurect knowledge of 
Madiaon'a affaira, federal regulators oon­
d&aded differently. From 1983 to 1986, Su­
aan McDougal'• mar11etlng oompany ooJ. 
lected $1.5 million in tea to pnpare priol 
and br~ aclvertliementa, aome of 
which featured McD.Aisaf henelf promot­
ing Madison real eatate development■• · 

When Madison failed, Susan McDougal 
moved to California, dm>roed lies- busband 
111d WM eYeatuaU, hired by the Mehta,, 1 

aaid their lawyer. G. Gnnt Gifford. 
Gifford aaid she aerved u a "jack ol all 

lnldee" for the family, ahopping for gro­
ceries and manacma eeven1 rental proper­
tiea while the oooductor llld ~ wife were 
away from Loe Angelea. 

She was 1101, however, authorized to lign. 
Nancy Mebta's name on chedia, Gifford 
aaid. So when checb bearing Mehta'■ 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 
·· tr,· 11.m1ht lo 11,u ,. , m1fut,·m ,. 111 nm ,,,,. 

,,,.,, \ ,,11onw11 ,,,.,,,.,,,, - nmt,d,•;,c•1• flu,f ,111• 
J.l,w,•/ R,·,m/ '"" nm,lm·t nim11111/ iun·.,ti· 
,,,,11,m< ,, 1th lll,t,•1,-•11,t,·m ,. mid 111llmul th,· 
mf,u,cum nl 110l1flf·~-" 

Srn. Huh..rl lh•lr un 1111' Sr na tr flmr . 
Now. IS. t'l!IJ 

"S,w\ / ,lh. Rrnn'</ 1111.<lnl ,, IOI fl/ 111111• 
,,,.,,,,,,,,,,, lln t,·,·t. mul ,, ·s ,,,,,,, sh,· mm ,·ii 
mui ,,,,,~m,t1·1i wt u,rk1wml1•11f l'ftltll.'W/. ·• 

~-n. I J,,t,, 1111 .. ~h•N 1111' l'n·<s:· ,I.Ill . 
2. t!~II • 

Tht• y,•ar i<1i"I ,,,·rn ~ wr,·k (lid ancl f1<1h 
I ~•I•• alrra,ly 1< a ra111liolate f(>t the (101iti· 
ml h) poc-rlsy av. ,1111 11f 1!19~. What tmn· 
spif1•<1 In 1:, 1l.1)s was lhal Prrslrlrnt t:fin• 
11111 and Ms. l'linlon·~ rrlalinnship wilh a 

-!_- Politics & People 

fi, lh- :\lhn1 R. 11 11111 

;a~~ .. 
r.uh-.1 ~ l\111!! \Ci .1ml ln;rn III lht• 1r1~s IN•.:;111 
tu t1, ,1 nin.11t• lht• llt':utlm.\''.c.: 111 1h l>oh• . who 
1,101 ~t•f'I ••xl1•mli11i: 1h1• 1ml1•1-.·nif•·11t ,·mm 
,, I li·c1~l.1llu11 111 l1"r! \\ h1·11 ., lti·puhht 111 
\\." 111 lh,• \\'hill· 111111,,•. !1ill1 ♦ 'lh'1 I hluud 

Tlw p11lil i1·,1I 11111 1t•x1 l"i \\', 1~h111l!'lnn 11•• 
111111111~ frt1111 lht· hul11la~s 11•,Ul\llll:! lor a 
rnuch ~·1•;1r 1A:hih· a t u1111lc- poh•nhal ~f◄lll 
clal1' rirrlt• 1hr firsl family. S1111H' 1•,11 ly run• 
c lnsiunlti frum all lh1~ an·: 

• 1111•(1mtm1 . ...,·.1 \i1111,t11t1,,t ,1111,1u11dl 
'1,'"'', ,-rt ,,, .,,,th l,ut llw lm,u,, ml ,,11,.,,,,11,m, 
,m1111J111,,· 1,1,1,. 

l'lw 1111hlu·. In lh1• surprh,. uf ryni, ,. 
'"'~ murh h•ss inlr1rs1 lhan rtw prl'SS 111 
slorlrs ahn11 I Hill Cli11 l1111 ·s a lh•~r•cl infith•li · 
lit'~ a s i:m·.-1 uor or Arkan.._a~ ThP slot ,. 
\o\ ;t$ c.1•a111y. ,r nut :,,()f"t llMIS. lrrnn 1hr Sl,11 i. 
Tlw t'SS1•1H·1•, ;1 '\ ,11,."1 1•,·t·n o111• kno" !\ ti,· 
rn1\l , 111\'fllv,•tl M' \'l 't":1I ro,:11,111 Arkan~a, 
~t.1h· h1•01w•1s. n.-pn•,,lnlt>tl hy a Chnlun 
h.11111~ 1ll'puhlira111••hl11·u. 1!•11111~ how 1111' 
l1111111·1 1\1 k:111..;,1s J!IIVl'l'll• W 11'-•'cl 1111'111 lo 

r.irltitalr suual ;1sslrtnallons. 
Titillallon aside. II seems obvlo11s that 

.11 lhP Slorles added lllllf' In IM knowledge 
,·oters possessed during tM 1992 el«tlon 
llrnt Rill Clinton had a philandering past: 
hi the allrgatlons, at the rore tnie. were 
probably embt'ttishl'CI tn makf' a mtn mar· 
krlable story: and cl thr most serious 
rharge- llrnt lhe prrsldenl may havr tried 
In silenr1• acrusrrs wilh job ollrrs - was 
lllm!.)' a t ht-st. 

R~• ronlrasl, 1hr S&I. flap won·, fndr ns 
,,asi ly. The rentrnl lssur is : Oki lM now-
1ll'luncl M:ulison Guaranty Savin,tS & 
1,~111 ill1•~all)' fnnnrl pnllllral and flN'S"'1:tl 
l1111rls !11 lht• Clinlnns in th1• l'.ISfls'.' Thr 
lwad of M:ulison. Jarnes Mclll•1gal. and 
lht• <1inlnns wrrr partnrrs In a Sl'paralr 
t:ontl rl1•,·rlormr111 company. Whltewa1r r 
llrw lo(lrnrnl Co .. which also may have II· 
hrllly gnllrn mon,y from a small buslnrss 
ilm•slnwnl rnmpany non by David Hair. 
whnm t:,w. Cl l111on appol nlf'd n slalr 
11111~1• Thr plot lhirkrnl'fl lt~k•wlng lhe 
II a~ir s111111tr lasl .lulv nf Viner F'O!<IPr. a 
w11,1,- ll1111s1• rom,sel ,incl 1hr C'llntuns· for• 
111,r l;11nrr: wilhin hours. pmldf'nllal 
au lt•, ha,1111" srirlll'fl \Yh1lrwalrr lllrs •••I 
ul Mr. F11,1.-r·s <>flier. 

TIii' ('ll111nns - lh1• lirsl laclv 1111ce re­
l f'i\'f'<1 :o ~V""l•a ·monlh rPlalner as Madi· 
,011·s all•1111ry - drny any imrror•rielles 
:incl say lhry .ir11111lly tnsl almost $1i9.000 
fr,1111 1hr Whilrwaler invt>Slmrnt. Yrt a re­
port asserllng lhis hy a Clinton friend last 
yr:or is ll;1 wl'd ,1 1111 lherr are kry reron!s 
mlssinJl . Mranwhllr. Mr. llnle. unrlt>r in• 
tllrlmPnl himself. priva1Ply Is trying lo cut 
a ,tral cl,1i ming lh:11 h1• has some lnrrimi· 
,1a ling drw·11 menls. 

• 7711<" r m ,·t/11 llw .<or I II/ m.v fnr whirh 
tltr 11ul,·1w ,,,,,.,,, 1 '"''' "'' m,v1,1,r,• lt't'fX rn · , .. ,,,,,.,,_ 

\Vhrn 1111t•rvirw1•d. wilh promise ol ron· 
lulPnllahl). (No lo(> lawyrrs. bolh wilh 
n11ni11al anti linanrial rxrll'rlise !hough 
11111 i11v11l\'1't l in 1111~ c·•1~P. S<'11aralt'ly arrivf 

al 1hr snmP drdurtlon: The Cltntons may 
hAv~ eng:1gt'd tn ethlcnl tra nsgn-sslons. 
hut lhP po,1slhttlty or any criminal vlolR· 
lion is lar·lrlched. The Olntons should 
have avoided any deals with Mr. McOou· 
gol. a well·known husller In Arkansas po­
liliral rlrcles. bot IM first fa mily has no 
hlslory of s1•rklng btg burks or rulllnR 
shndv denls. 

Hi11 !his is why a truly lndrpend,nt coun· 
set. 111 lnvrsli11a1r srrlous allegations by 
\·r ry 1011 r xrr111 ivr-hrnnch, and sometimes 
rongrcsslonal. ll1:11rt:'S. ls ne«ss.1 ry: lo es· 
lnbllsh lnnurrnrr as welt as gull! . "'The ap· 

"The appearance of 
justice having . 

been done is equally as 
important as j ustice 
having been done." 
- Sen. WIii tam Cohen. on the nttd lor 
Independent c-1 lerisl&tlon. 

r••arnn•·•• nl j11sHr1• havh>I( .,..,,n rlonr Is 
f•1111ally :1~ im1w1rtanl .t~ jn.c.t lrr h;1vinl,! 
ht•t•n tlu1w:· ,.1,, ~•·11 . \\'llliam ( 'Hht•n ff{,. 

1'laimt1. a dt.11npi1111 uf in1lrJM'IUft•11f roun• 
114•1 h•coslal11111. I ·••1s,•rvalivP r n llrs fnrJPI 
ii w;1s llwir h,•rn. ~:,i MrrsP. who,..,,,,,.,,,.., 
an lnd1•pt'n1h•nl r11unsl'I hark in l!181 ancl 
was cle;1tr<l nr any cri minal ronclnrt. 

LP~'1sfalinn 1•, 1rndin2 lhe law Is essrn• 
lint. A mPasnn· has 11assrd the Sl'nalP. and 
lhe Honsr rxr r•rls II lo do llkrwise hy early 
F'ebm:uy. An undt>niahle proiblem Is thal 
lhe slalule of lnnilati"'1S on some of lhe 
11-fadiMlll allrgations r xplres in March. bul 
evrn the ru rrf'nl Investigation- bring con· 
dnclMI by a hiRhly res(1f'Cled cnrttr olfl· 
rial -- is untikrly 10 wrap up in 1w11 monlhs. 

\Vh:o l Srn. llolr propoSPS is for Alh:rney 
<:rnrral Hrno. on ht>r own. lo appolnl a so­
ralh·d "lndrfll'ndent " counsel. Tllnl (ll'r· 
sun. ol mursr. would rrport lo hrr and As· 
s1•·i;i1r A1111rnry f:rnernl Wrbstrr 

HubMII. wlH•Sr f;1llll'r·ln·law j?OI a hllJlP 
loon lorgivenrss from Madt)m. Tha l's lik•• 
selling ur a hlind 1ms1 lhat ynu can pet•k 
at. II a .lusllre llrp;rrtmenl·designall'd 
counsel iss1ll's a r1•1•1rt exonr raling lhe 
Cllnlons. mu• alrrarly ran hPn r th,• Kansas 
Rtpuhlican q11..s1ion111g thr " ind1•1wn· 
denre" or 1hr ro11rl11sl11n . 

• H'itlt /1,•,mtt·ruts r11n11im1 thr f'"Irn,tirr 
/1m11rh fnrtlwfir, r tu11,·1n11,i,1:rn .vm,,. lhi• 
p11/i/11v111 ,·i,·w• 011 ,·rrrutir., pri1·1J,-r,,·.~ 111111 

JH'l'(ft1is11,•.t an· rn r, 11wltwror111ft'r fr,,,• foll . · 
Rrmemher lhose ctnys when Hepuhlh 

cans passlnnalrly f1rlllt'S1ed against any 
tncmarhm,·nt on e,eculivf' a111h11rlly'! 
Tha l starh•d In rnd ahout 35! days ;1~11 • 
when llill Cllnlon was sworn In. · 

A mainslny in 1hr old ar1111mrnl was 
OflflOSllion 111 rnonsrls truly lnrlr11r nd,~I 
nf 1hr r"•rnlivr hranch. Now consrrvn• 
11\·1'$ arr ralllni: for iudrpendrn l counsets 
tn h1v,•sti~a11• :otr,•i:alluns nol on ly a11alns l 
1hr Clinluns hut srraralt>ly n~alnsl Com· 
nwrr•• s., 1r1:11}" Hun llrnv.•n. Similarly. 
on l11n•i~11 polirr. n·nwmhPr !host' i111pas• 
sio1wtl ro11t;;1•r\'ali""~ who prnl(l5fl'rl 
a11al11s l ;111v 1•1forts 111 lir 1hr pre<1drnt"s 
han<1s 1111 Nlrara~"'" or F.I Salvacl11r ur 
lll'ir11l clnring llw l\1$Cls'.' Suddenly. for llnh 
flow and ulht rs. 1hr principles rhangrd 
lhis yt•a r wlwn it rann• lo S11mali,1 :uni.a 
Ot'mO!'ralk presid1•11I. 

" Thrs.- 11,•publ ir;u" dr•'l'I even 1·11me 
up with an ar,:umrnl for rhanging lhf'ir 
posilion: · nnlrs RPI' HarnP)' Frank m.: 
M:1ss. l. --rhey jusl figun• lhe 111111;:1• 
doesn·1 havt' any n,e111ury:· · 

In a varlalion on lhis separalinn•of· 
powers issue. here·s orw more prt'diclinn: 
If lhe GOP flicks up 20 or 25 lilHJSe seal, 
lhis )•e:1r :ind a half.tk>l.l'n 51-nale sf'als-. 
(ll.llti ni:: lhflll wilhin , 1rikin,: tlislallf'I' o( 
coni::rrssinhal r·rn111·ul walch all 111,, 11111 • 
servatl\'e rl;om(>r fur 1rrm hmlls follow lhe 
same f.ilt" tl!'I wurrit•s ah4 ►11t enrro:ichinJ! on 
exernllv1• a11lh11ri1v wilh measures lik,• i11 -
d1•flt'11d1•nl n•111seis 



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

Stocks Gain 
14.92 Points 
Toa Record 
Bonds Slump on Rise 
In Factory Orders; 

By MICHAEL K. FR1ser 
~:ct_i R 1 ottnrr of Tau: WALL STflEr.T J OCfl"'-AL 

w ASHL'>GTOX - President Clinton s 
personal lawyer had the Justice Depart· 
men1 subpoena documents reprdmg 1he 
Whitewater Devetopmen1 Co .. a move !hat 
probably prevents their release under lhe 
Freedom of lnformauon AcL 

White House adViser Bruce Lindsey 
said in a statement last nirht that the 
subpoena was sought ··to assure the lnteg­
my of the documents and the privacy of 
the process as proVJded for by Cederal 
la.,,:· 

The announcement was made the same 
day that DaVJd MarslOn. a Republican 
lawyer and Cormer U.S. attorney in Phila· 
delph1a. flied a Freedom of lnformauon 
Ac1 reques1. seeking copies of the docu­
ments that the president had said he was 
tumin~ over volunLanly to the Jus1ice 
Oepartmenl. 

~Ir. ~l arsion was seeking the docu· 
menis found m the office of While House 
Deputy Counsel Vmcenl f oster. after he 
commnted su1c1de last July. In addition. 
~Ir. Mars1on·s FOIA request sought other 
documents regarding Whitewater and 
~ladison Guaranty SaVJng-s & Loan Associ· 
auon. "'h1ch Is under mvestlgation by 
federal au1hon11es. 

In h1s FOIA reques1. Mr. Marston ar­
gued that because the documen~ were 10 

be turned over voluntanly, the Justice 
Department couldn't "lawfully assert any 
excep11on 10 FOIA." 

However. Mr. Lindsey's SLatement ap· 
pears 10 rule out the possibility that the 
documents can be maq,pubUc. Mr. Lind· 
sey said that on Dec. 23. the day the 
president agreed to voluntarily turn over 
the documents. David Kendall, the presi-

I • 

· The Dollar Advances 
WEDNESDAY'S 

MARKETS 
dent's attorney, requested the protection By Sm'EI< E L£vrscsros 
o{ a subpoena. T~e. subpoena ~as ISS°1 Srojf 11,porl« of THC ~ . u STIii:,; JOl' k,.AL 

the next day, adm1msiration olhclals sa~~ The Dow Jones Industrial Average 
The White House hadn t disclosed overcame a plunge In bond prices to surge 
ex1stence_of a subpoena until yester-day.ts to a record. The dollar rose. 

. Mr. Lindsey said thal the documen . The industrial average jumped 14.92 
11.1JJ be turned over to the Justice Depart points 10 3798.82. edg,ng past lhe preVious 
ment beg,nmng today, and that the sub- record of 37903 set Dec. 29. SLandard & 
poena orders '.h~t they all be Prt duced by Poor·s SOO-Stock Index gained 0.66 to 
Jan. 18. The \\ h11~ House has said that the 467 -~- and the Nasdaq Composue Index 
delay m dehvenng the -~ocuments oc· rose 3. r, 10 778.0a. 
curred because Mr. Kendau WU caregonz· Investors piled into economically sens1· 
mg the documents. . uve stocks belling on snll lurther strength 

~tr. Marston. a partner In the Jaw flnn 10 the economy. In the latest sign or the 
Buchanan In gersoll. assailed the __ CH~tons economv·s vigor. the Commerce Depart· 
and their personal attorney for political ment reported that new factory orders rose 
misuse" or the Justice ~parunent. ''The 1.4'i, ID November to a record seasonally 
Justice Department can t be a repository adjusted level. 
for what~ver inconvenient remrds some The Dow Jones Transportation 
public olhc1al would like to put there 50 as Average, often viewed as an indicator of 
te> have an excus_e for. avol~lng public futurt economic growth. soared 24.2~ 
scruuny," he said ID an mte!'Vlew. points te> a record 1778.83. "That's a clear 

The Clintons have been trying to quell confirmation that the trend In the indus· 
the growing controversy over their Whi· trials ls up and that we should ret closer to 
tewa1er partnership with James McDougal 4000 on the Dov; before this move Is over ... 
and his former wile. Susan. since the July said Peter Canelo. chief investment strate· 
20 suicide or Mr. Foster. Acting as the I gist at NatWest Securities. 
Clintons· personal attorney, Mr. Foster 1 The stock market's surge in the lace or 
had handled the 1992 sale of their staie m slumping bond prices also showed loves• 
the Arkansas vacation·home development tors· optimism about the economy. Mr. 
to Mr. McDougal and had ovrrsttn the Canelo said. "We're ID a period of such 
preparation of delinquent Whitewater tax I positive expectations for the economy 
returns. . and tor earnings that stocks and bonds can 

Mr. McDougal, a longtime camp11gn move In opposite directions." he said. 
fund-raiser and friend or Mr. Clinton's, Bond prices tumbled in what is shaping 
owned Madison Guaranty until federal up as a volatile week of bond·mMket 
r,guJators 100k ii over In 1989. A team of trading. After plunging more than a point, 
career Justice Depanmeot prosecutors ts or over SIO tor each SI .000 face amount. on 
mvestigat.ing, a.lllOllf oilier thllliS, Monday, the Treasury's benctunarx 30· 
whether Madison Guaranty deposits were year Issue soared nearll' a point Tuesday 
Improperly tunneled to Whitewater or Mr. only to sink~. point yesterday, pushing the 
Clinton's 1961 rttJectlon campaJrn for yield up to 6.40'7.. 
governor or Arkansas. "This klnd of trading suggests a pretty 

Mr. Mc:Doural denies any wrongdo~. strong diVide between the bond·marktt 
"There·s nothing to Whitewater," said bulls and bears." said Edward Yardeni, 
Samuel Heuer. Mr. McDougal's attorney chief economist at C.J. Lawrence. 
m UtUe Rock. Ark. "Jim is being casli· While both bulls and bears recogniz.e 
gated like a witch In the Salem lwitch· the economy is picking up strength, they 
trial I era." differ on whether the acceleration will 

breed mOation. "Even1ually. the debate 
will be resolved in la vor of the bulls as the 
economy continues to grow but lnO.Uon 
stays low thanks to productiVity-led 
growth." Mr. Yardenl argued. 

He expectS the bond market to remain 
volatile through the quarter as the yield on 
the Treasury's 30-year issue settles into a 
trad1Dg range or 6.l'K to 6.5'it. 

World-wide. s1ock prices rose In dollar 

I!:!E \\ .-\LL STRf.F:T .JOt·Rx AL THURSDAY. JAl\lJARr 6. 1994 

terms. The Dow Jones World Stock Index 
gamed 0.26 to 111. H. 

In maior market acoon: 
Stock prices climbed. Volume totaled 

3i5.1 m1lhon s1. ~san'the 1-,ew York Stock 
Exchange. where 1.196 issues rose and 999 
!ell. 

Bond prices slumped. The Treasury·s 
lO•year issue Jost more lhan 5/ 16 point. or 
over $3.125 !or each S1.000 lace amount. to 
yield 5.S7t;;. 

The dollar gained. In late New York 
trading. the currency 11.·as quoted at I. 7395 
marks and 112.90 yen. compared w11h 
1.7355 marks and 112.70 yen Tuesday. ·'.\J 

) 
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On A rkansas Sex, 

Not Inhaling, 
A nd Whitewater 

By RoBlltT L. BARTLEY 
When the Gennifer Flowers tapes hit 

the headlines dunng the 1992 campaign. 
our Alben Hunt wrote a column defending 
candidate Bill Clinton against her "sordid. 
sleazy story:· and also laym11 out cond1• 
tlons that might make a candidate's sex 
life pemnent. For example. "One. 11 the 
candidate hes ... 

While most of us would msuncuvely 
agree. the exception 1s interesung. \\'e 
don ·t care whether he dad 1t. but we do care 
if he did and denies n. \\ny. precisely? 

Well. we teach little children not to he 
because 1rs \\Tong morally. but also be· 
cause it often has senous pracucal conse· 
quences. II you tell one he. you l)'JllCally 
have to cover up by telling more. Alter a 
while you reach the completely 1mplaus1· 
ble. and people stop believing you. And 
they don't believe ! ,u in the next pinch. 
even 11 then your story 1s true. 

At the pres1den11a l level. 11 e call this 
cred1blht,·. A leader who 1sn I behe,·ed 1s 
not likely.to be ellecuve: a president needs 
bonds of trust with the people. The shred· 
dang of these bonds. not some 1wo•b1t bur· 
glarJ. lS why President Nixon had 10 leave 
oUice. Elem on as president gives you a 
b1nhnght of credibility. but you can only 
go to the well so many umes. And here is 
the real danger to President Clinton in the 
new sex alle~a11ons raised by state troop­
ers in Arkansas. They erode cred1bility 
1us1 when he needs all he can muster to 
deal with the linancaal ques11ons we call 
the Whitewater issue. 

... * * 
Sexual issues are always problematl· 

cal. ol course. II 1s uns!'t'mly to gossip 
about the most private aspects of someone 
else·s hie. and there's no consensus on 
standards to apply to political leaders. 
While some \l'0uld punish any inlideUt)', 
others scoU that rulers have alwavs had 
concubines and even harems. Still others. 
staning here. would say that Dwight 
Eisenhower sl!'t'pmg wnh his driver in the 
midst or World War II 1s one thing. wl>ile 
the wanton prom1scu11y the troopers allege 
111.Arkansas 1s quite another. 

These allegations were first detailed by 
Da\'1d Brock m the Amencan Spectator. 
and there was an initial attemp1 to impugn 
his scoop with the label "conser,auve. ·· as 
11 that were a dread disease. But the Los 
Angeles Times quickly confirmed the 
essence of the Brock repon by pubhshing 
Its own extensive investigation. The net is 
that two troopers told the same stones on 
the record to two publicauons. and were 
supponed by two other troopers talking or. 
a not•lor•attrlbution basis. Among othe1 
thmgs. they suppon Miss Flowers·s ongi• 
nal account. There are also her tapes. plus 
the L.A. Times study of oHtciaJ phone 
records supponmg a1 least one pan of the 
troopers' s1ory. 

Voters will have to make up their own 
minds on both truth and rele1·ance. But 
with due respect for the problem ol pro,·· 
ing a negauve. the pres1den11a1 response 
has scarcely buill confidence. 

The White House branded the troopers · 
charges as "Outrageous." But when a re­
poner asked. "So none or this ever hap· 
pened?" the president suHered a lit or 
stammenng. Mr. Brock makes the point 
that the onginal Gennifer Flowers denials 
also had a slippery quahty. In confessing 
maniuana expenments. candidate Clinton 
protested that he didn't mhale. Are the 
present protestS of the same ilk? 

AS the troopers' story spread. Betsey 
-:Wright. the sometime Clinton aide who 
popularued the phrase "bimbo erupt.ion." 
decamped to Little Rock. along the way 
consulting her favonte pnvate eye. San 
Francisco-based Jack Palladino. Soon sto­
ries began to appear about the troopers· 
wans. A sex harassment charge agams1 
one trooper turned out to have been dis· , 
missed. An insurance company hllgator 
charged the two troopers lied in an msur• 
ance scam: It turns out they did get drunk 
and WTerk a state car. but the litigauon 1s 
about wh-> should pay medical bills. 

And Ms. Wright proudly displayed an 
amda,11 from trooper Danny Ferguson 
saying, "President Chnton never ollered 
or indicated a willingness to ol!er any i 

trooper a Job In exchange lor silence or 
help in shapmg their stones." Re·inter· 
viewed by the· L.A. Times. Mr. Ferguson , 
said, yes. the president called. Yes. they 
talked about what troopers were going to 
say about the sex charges. Yes. they 
talked about two dlflerent jobs. But the 
quid pro quo was never exphculy ex· 
pressed. That is. he didn ·1 inhale. 

• " * 
Getting into a spitting match with his 

own lonner securlt)' guards wlll surely de· 
plete a president's reservoir of credibility. 
Worse. this amplifies all the doubts in the 
Whitewater case. Here the suspicion is 
that l\lnds from a failing savings and loan 
were divened Into Whitewater Develop­
ment. a real estate venture panly owned 
by the Cllntons. Whatever else. the delen· 
sive themes sound familiar. 

It's an "old story," we hear for exam· 
pie; is that a denial. or not? It was a 
"money•losing venture." as 1! it would be 
perfectly OK to float ofl your real estate in· 
, tstment loss on the taxpayer through de• 
poslt insurance so long as nothing new 
gets into your own pocket. The Joss was 
never deducted for tax purposes. but was 
documented in an "accountant'S report." 
thOOgh a.s the Journal's Bruce Ingersoll 
just demonstrated. the repon ignores ma· 
J0r transactions. The Clintons were "pas· 
sive shareholders." thOugh at one point , 
Hlllar,· requested a power ol attorney over 
the wh<'ie business. The records from Vin· 
cent Foster's olllce v,ill be released. 
though II turns out only to the Justice De· 
panment. and it further turns out. only al· 
ter a delay for .. inventon·." And of course. 
"we've said enough." 

The damage from the troopers 1s con• 
talned by a natural. in this hbenme age 
even touching. reluctance to traffic in sex· 
ual gossip. But m both cases the excuses 
are sounding increasingly lame. ll'hitewa• 
ter could become Ball Chnton·s cred1biht,· 
si nkhole. simply because no one 1s mh1b• 
11ed in talking about diny mone,· 

.1/r. &mleu 1s ed11or of llrr Jo11n111I 
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be-whitewater-times - al830 
(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 l awyer Thursday ( will begin 
giving federal invest igators r ecords of the first family's Whitewater 
Development Corp. investment, after a grand jury subpoena was unexpectedl y 
i ssued in the case the White House announced Wednesday. 

The subpoena, i~sued Dec. 24 and disclosed in a terse White House 
s tatement Wednesday night, directs that the..docum~nt~ be surrendered to the 
Justice Department by Jan. 18. The White House said it would comply. 

Bruce R. Lindsey, senior adviser to President Clinton, s aid 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 
l egal compulsion attached to any criminal subpoena . The subpoena also has the 
e ffect of impeding access to the documents by R•!publicans in Congress who are 
t rying to conduct an independent probe o f the budding scandal , Republican 
s ources 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 ' invest ment in an 
Ozark 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 
incl4de papers relating to Whitewater removed from the o ff ice of forme r 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 
c ritics agree . What had appeared to be benign and small-scale financial 
dealings are now being cast in the terms o f scandal with a grand jury 
subpoena, demands for a special prosecutor and calls for congressiona l 
hearings unless the White House can somehow provide persuasive answers to 
dozens of questions about the affair. 

What is driving the Whitewater s t ory forward are the numerous and 
:roubling unanswered questions about the way the Clintons conducted the ir 
public and private business dealings. For example: 

How much did the Clintons i nvest in the Whitewater real estate deal and 
how much did they gain or lose from the investment? 

According to o ff icial accounts from te Clintons, they invested $68 ,900 in 
Whitewate r beginning i n 1978 while McDougal and his wife, Susan, put up 
$92, 000 . Despite the unequal shares, the partnership was s truct ured as a 50- 50 
split. Why? 

The Clintons claim that they were merely · ·passive investors'' in 
Nhitewater who gave McDougal ·· total control '' over the operation. They say 
: hey have no records of their investment or any profit or loss from it. Why 
, ot? 

The inve stment raises several additional questions: 
Did the Clinton 's really put up their share o f t he partnership funds or 

, ere the funds a loan or gift from their partner McDougal and his wi fe , Susan? 
f f it was the Clintons' money, where did they get i t ? I f the Clintons did 
invest t]le money in Whitewater, where is the documentation? 

If they lost al l their money, as a report commissioned for the Cl inton 
: ampaign claimed last year , why did they not claim a tax deduction for the 
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loss ? 
There are questions, too, about the relationship between Madison Guaranty 

and ~hitewater that are hidden in the records of the two entities, some of 
hhich are now in the hands of the Justice Department and others of which have 
not yet been located. 

McDouga l 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 a.id that Madison Guaranty funds were 
diverted to Whitewater. 

I nvestigators also want to know about the diversion of $110,000 in 
proceeds from a Small Business Administration-backed loan to buy l and f or the 
Whitewater development. 

Were the Clintons , through their investment, actively party to the looting 
o f a federally insured thri ft? 

Mad ison Guaranty Savings & Loan, owned by their friend , political 
contributor and i nvestment partner McDougal, grew from an institution with 
assets of $6 mi llion to a go-~o $107 million thrift in a three-year period in 
t he early 1980s. Despite warning signs that the savings and loan was making 
questi onable loans to insiders and numerous Clinton political cronies , 
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 Hi llary 
Cl inton and her partners a t a Little Rock law firm. The thrift fina lly was 
s huttered in 1989, at a cost to taxpayers of at least $47.6 million. 

Wa s Clinton aware of the thrift's problems and did the institution receive 
f avorabl e regulatory treatment while he was gover nor? Who prof i ted from t he 
long delay i n closing it? Where did the lost millions go? 

Madison executives held a fund-raiser in early 1985 to help Clint on retire 
$50, 000 in debts from his 1984 gubernatorial campaign. Did the bank or i ts 
officers p rovide any other money for Cl inton campaigns be f ore or after 1985? 
Did t he 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 al lies i n any way i nterfered with the inquiries into it? 

Suspicions about suppression of evidence arose last mont h when it was 
d isclosed that Whitewater- related files were secretly removed f rom the off ice 
of Foster and deposited with the Clintons' personal attorney two days after 
Foster' s su icide. After initially resisting turning over the files to the 
J ustice Department for its inquiries into McDougal's business dealings and the 
death o f Foster, Clinton r elented j ust before Christmas and agreed to yield 
t he records . 

(Optional Add End) 

Was t he initial i nvestigation of Whitewater/ Madison Guaranty delayed fo r 
9olit ical reasons and is the case be ing fairly investigated by t he Clinton 
Justice Department? 

Former Att orney General William P. Barr, who served under President Bush, 
said Wednesday he believed that in the fall of 1992 the U. S. attorneys office 
i n Little Rock concealed from him the existence of a Resolution Trust corp. 
r eferral to the Justice Department seeking a criminal probe of Madison 
~uaranty and Whitewater. 

The delay could have aided then- candidate Clinton's campaign for the Whi te 
House by deferring a criminal investigation in the final months o f the 1992 
c ampa igg . 

•••• 
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Clinton to send records 
3f Frank J Murray ~A / 
ano Jerry Seoer 
n-tE M $MJHQTON l!-..!S 

Presiden1 Clinton will send two 
canons of Whitewater Development 
Corp. documents to the Jusnce De­
;>anmen1 today u, response 10 a fod• 
era! grand jury subpoena the Wlute 
House r~uested 10 keep the records 
ptiva1e. 

Despite 1he action. in1ended m 
pan to s1W suspicions 1ha1 volunt.ary 
delivery allows the Clinlons 10 
choose wha1 to reveal, the White 
House angnly rejected a new wa,-e 
of calls for an independcn1 counsel 
to oversee a probe of the Clintons · 
involvement u, lhe Arkansas real es• 
talc vemure. 

White House spokeswoman Dee 
Dec Myers called the absence of ac• 
cusaoons against the presidt:llt and 
first lady Hillary Rodham Clinton 
"the massing link" for appointing an 
outside counsel to investigate their 
financial ties to the owner of a ~v­
mgs and loan w bosc failure cost ,he 
government abou1 S50 mtllion. 

The subpoena was issued secrell)' 
on Chns1mas Eve and served 1he 
same day on David Kendall of lhe 
high-po~red Williams & Connolly 
law firm. llt1ss Myers said yes1erday. 
~1r. Kendall became the Clm1ons' 
personal anomey after White House 
Depul)' Counsel Yinccnl W Fosler 
J r. killed lum self J uly 20. 

"The documents to be delivered 
include !hose relating to Whitewa1er 
which were 1n Ymcen1 Foster's of• 

flee at the ume of his death." pres· 
iden11al advuer and confidant Bruce 
Llndse)' said last night. 

Ara administration official con• 
firmed late last n ight that the 
Whitewa ter records to be turned 
O\ler include working papers pre• 
pared br accountants. federal in· 
come 1ax re1urns for Whi1ewa1er for 
1980 1hrough 1989, and federal in• 

come ta x re1urns for the Climo:is for 
1978 throu~h 1989. 

The records also include papers 
show,ng notes payable to various fi· 
nancuil in~tttutions, copies of can• 
celed Whitewater checks. copies of 
check reg1s~rs and copies of 
Whitewater correspondcnc.c. 

During the I 992 presadenual cam• 
paign, when Whitewater surfaced as 
an tSSUe, lhe aintons sa.id many 
Whitewater documents were mus• 
ing. It was not clear yesterday what 
Wh itewater documents remain 
missing. 

Mr. Lindsey and two independent 
sources of The WashinlfC)n Times 
said the subpoena wu from the 
grand jury in Linle Rock, Ark. The 
subpoena cloaks the records at least 
until the grand jury closes the case, 
with or w11hou1 an indictment. 

Miss Myers said Mra. Clinton 
never received the full power of at• 
1omer 10 conduct all Whitewater's 
business. includmg 11s d.Jspos111on. 
on which the Clintons say they lost 
S68.900 But they did not claim any 
mcome tax deductions for that loss. 

A Nov. 28. 1988. letter from Mrs. 
Clinton to Whitewa1er partners 
James B and Susan McDougal scek­
u,g l)Ol<'er of :.ltorncy contradicted 
the Clm10ns· claun that they ~re 
merelr .. passive shareholders" in 
Whitewa1er 

Mr l\1 cOougal owned Arkansas· 
Mad,so:, Guaranty Sa vings and 
Loan Assoc,auon. which had !man• 

see PAPERS. page Al5 

to grand jury 
J 

caa l transac11ons connected 101 
Wh11ewa1er and Mr. Clinton's re 
elecuon campa111AS. Career Jusuce 
Dcpanment prosecutors in Lillie 
Rock are 1nvcmga1tng the trans11c­
uons. 

PAPERS 
From page Al 

"In order to trigger a 
special prosecutor or 
special counsel there 
has to be some 
allegation of 
wrongdoing." 

A law enforcement official in Lit• 
tic Rock who1s famthar wnh theJus• 
lice Department probe said the Ken• 
dall request spec1f1callr called for 
the producnon of "documents relit· 
mg 10 the Whitewater Developmen1 
Corporauon" and made no menuon 
of other records. althou~h 1he grand 
1u11· sttll could demand to f 11e them. 

The official. who asked not 10 be 
1dent1f1ed. said some 1m-esugatorsin 
1he case are concerr.~d :h:.1 ).Ir. Ken• 
dall's subpoena request was aimed 1 

solelr a1 li mning the president 's e x• 
posure and sealing the records from 
public scrultn)' - exactlr what the 
Clintons say the>• tntended. 

" It pro1ec1s t.he confidenna.liry of 
the process." Miss Myers said. There 
arc s1nct federal penalties for 
breakin~ grand j ury secrecy. 

" ;llanr people here are wondenng 
Just who·s running this mvest1ga• 
11on;·. the Lillie Roc.k law enforce• 
mcnt offlctal said. "This is much hke 
the search of \ 'mcc Foster's office, 
when the FBI was ordered to stand 
br m II ha ll war. The subpoena ought 
10 be fo,· a ll documents the Chntons 
ha\'e relatmg to Whitewater. Madi• 
son Guarant)' a.nd James ;llcDougal. 
mcludmg those taken from Foster's 
offtce - ,.,th federal prosecutors 
dec,dm~ what as rele,·ant and what 
is not." 

Areas that appear to be outside 
the subpoena. as well as outside the 
Clinmns Dec. 2J offer to surrender 
docu:nen1s reinc,'Cd from Mr. Fos• 
ter·s office. mcludc Mr. ;llcDougaJ's 
assistance in repaying a SS0.000 per, 
sonal campaign loan m 1985 and the 
role of Mrs. Clinton as an anomey 
for :\iadison seeking state reg­
ula10ry relie f while he.r husband was 
80\-ernor. 

The decision to begm delivenn(l 
records now- with more being se.nt 
in the ncx1 10 dars, Miss Myers said 
- represented another reversal in 
the ll'h11e House stand but did not 
end ns resistance to the appo1n1 • 
ment of an independent counsel to 
manage the probe. 

'Tm not a lawyer, but in order to 
trtRger a special prosecu1or or spe-

- Press Secre1ar,, 
Dee Dee Myeis 

c,al counsel there has to be some 
allega11un of "'rongdoing. That ap­
pears to be 1he rrussing link," Miss 
Mrers told reporters resterdar 
\O.hile showing tncreasing peevish• 
ness on the topic of Whitewater. 

~Ir. Kendall has refu sed to discuss 
1he ma11er. even to confirm he was 
retained b1· the Clintons. A White 
House aide' said Mr. Clinton person­
ally pars :\Ir. Kendall's bills. 

"I'm sure he 1s. We mar be dumb. 
but wc·re not that dumo." the aide 
said. 

White House official s have said 
they turned 01-er 10 the Clintons· 
"personal attorney," identified as Mr. 
Kendall. the documents taken from 
Mr. Foster's office. 

The McDougals and Cl!ntons 
,ve,re panners in Whitewater, and 
Mr. McDougal reportedly used 
S3S.OOO in Madison mone>· to help 
the Clintons pay a SS0,000 per101111 
loan from the 1984 gubernatorial 
campaign. 

The Rose Law Finn-where Ml'$. 
Clinton. Asaoc:iate Attorney General 
Webster L Hubbell and Mr. Foster 
"-ere panncrs - represented Madi­
son in state regulatory action and 
later handled federal action agamst 
the thrift. 

Despne the involvement of ICY· 
era! administration figures in the 
case, Miss Myers repeatcdl>· dis• 
missed calls from Republican con• 
gressional leaders and major news­
papers for the appointment of an 
independent counsel. 

.. It is not up to us to do it," she said. 
shO\,·ing exasperation that White 
House l'L·r,oners would not be de­
flected t'>f hc•r denials of criminal 
acm·ity "tw·1 their questions dealt 
wnh su, t •• :·1derhing 1Ssua u the 
prcsidcm • .:thlcs and judirmmt. 

" But "h.,t's the charge! I mean, 
nonnally there would be. What's the 
charge?" Miss Myers said. 

" It's a decision that entirclr be­
gins with the anomer general." the 
press secretary said. indicaong that 
the president has left the dcc1s1on to 
Anorner General Janet Reno. 

After insisting there is no evi­
dence of wrongdoing. Miss Myers 
seemed to contradict herself br say. 
in~. "I don't thtnk anybod>· here has 
an,· idea what stuff is in the Maduon 
files." "• "' 

Three rtmes dun ng the exchan~e 
she erroncousl)' insisted lhat the 
Clintons had voluntatilr turned over 
all Whitewater records to Jusuce 
Depanmcnt in,-csugators. 

Qt Woe'JUl!\tOll t°unC!_ THURSDAY,_!ANU~~ 
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White House 'drowning' in Whitewater 
By Ron Fcurn,er . /I / 
•SSOC1al(O PFlESS t'1" 

Whitewater. \Vhitewater every· 
where. 1ry as it might. the White 
House can't seem 10 make Pres• 
,dent Chnton ·s troubled Arkansas 
land deal go away. 

"\Ve"re drowning in it here. 
man:· one frustrated aide said. 

Despite a pre-holiday anempt 10 
kill the contro\'ers,·. the chorus for 
more disclosure and an indepen· 

~Sa~ALJ 
O;'mcm Senior ad\·1scr Rn.Jet.• Lmd · 
!)C\ a11J Oi r.1;.•r ...iid ,.::-- r:i1•. 1. ~.:.i " i..:n 11mt· 

to dres~ down rcpont.:r "' ivr maccu• 
rac1cs 1r. thctr s1onc!-

Of , he ~~ r s rson, "·ho called the 
\\ln tc House to register opm1on s 
about 1he mJtte r Tuesday. 38 wanted 
a spcc1a! p ro-.t.. ... ·:Jtor w 1m ·est1~a1c 

"It's the ~~iplan1 that ate Chi· 
caeo:· savs Suzanne Garment of the 
:-\mer1ca~ Entcrpn~c.· ln s.111u1c. who 
wrote the bo<,k "Scandal: The Cul · 

1 turc of '.'\1i$tru st m :\mencan Po!i• 
11cs " I 1 ·; an :\mencan political 
scandal - vou can ne,·er tell how 11 
t?rows " · 

--

Jus11c~ Departmcr.1 aitomeys are 
inveSl! RallnR the failed Madison 
Gcar ar.1,· ~:i•. in~s and Loan, headed 
hy J;,n1<.:.-. B. ~k DuaQ~I. a former 
Clanton friend. husmess partner and 
poln1c.:.il all\· ln\'l•:ilH!c>tor s are tn·· 
mR to determm,• " :h~ther depost• 
tor s· funds wcr,' diverted 10 :llr. Clin· 
1on·s 1984 gubernatorial campaign 
a nd to \\'hi1ewa1er nc,-clopment 
Corp .. " real estatc \ 'enturc onc.c 
owned by the Clmtons and !'.lcDouR• 
a l. 

Clinton aides ha,·e said the ·pres­
ident and firs t lad,· Hallan · Rodham 
Clinton never knew the ,o~rce of the 

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 
back from vacation with editorial; · 
this week supporting an tndepen· 
dent review. 

Grilled again yesterday abour 

campaign money and were maCt1\"e 
co-owners of what they say was a 
money-losing real estate deal. 

But a lack of full public doc• 
umentatton - and the White House's 
reluctance 10 discuss the topic -
have fueled the controversy. 

The old campaign issue popped 
up again this year when the Res• 
oluuon '!rust Corp. asked the Justice 
Department to m,-emgate several 
matters in,·oJ\'lng the thrift. which 
was shut down m 1989. The media 
focused on how the lines were 
blurred between !\-Ir. Clinton's role as 
go,-emor. 1\lrs. Clinton·s job as a law• 
yer representing the thrift. her law 
firm ·s work for federal regulators 
later sumg the thrift and the couple's 
relauonship with Mr. McDougal. 

"l\'e did nothing improper," Mr. 
Clinton said. 

The story gathered steam when 
The Washm~ton Times reported that 
Whitewater files were removed 
from the office of Deputy White 
House Coun~cl \'incent W. Foster Jr .. 
hours after he committed suicide 
last summer. !\Ir. Foster served as 
the Clintons· personal attorney in the 
Whitewater affair. 

After mnially saying the files 
"-ere missing. ;\Ir. Clinton on Dec. 23 
said the files taken from Mr. Foster·s 
office would be turned over to Jus­
uce Department officials. 

New life was breathed into the 

Mr. Ointon's involvement. Press 
Secretary Dee Dee Myers said six 
separate 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 nerworks 
ran stories on the topic Tuesday. 
despite the lack of a major devel· 

see SCANDAL, page Al5 

topic when the \\'hite House said 
Monda\' that it would take "a couple 
of weeks" to tum 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 10 help tum a story into 
scandal. 

··in the end. it depends on what's 
there. but so far it's developing tn 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 acting in a 
way that gives rise to accusations of 
a coye~up." 

Even if the White House bowed 
further to pressure and supported 
an independent counsel. a law allow­
ing a court to appoint the invesuga• 
tor lapsed in Congress at the hands 
of Republicans. That means At· 
tomey General Janet Reno. a Clinton 
appointee. would choose the person 
who could extinguish or ignite the 
blaze. 

"If I appoint a special prosecutor. 
it's still my prosecutor," l\liss Reno 
sai•s. "And there will still be ques­
tions about the person·s indepen• 
dence." 

~!)~~~~~"ton l°~C!_T!~~~S~:~): ... J~~UAR~!.:.~9W 
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Back Home, Senator Packwood Finds a Chilly Reception 
Battling allegations of making unwanted sexual 
advances to women who worked with him and of 
obstn1ctang an investigation of his diaries. Senator 
Bob Packwood was met by demonstrators in Eu-

gene, Ore .. today on the fourth day of his first visit 
home since summer. He acknowledged yesterday 
making advances toward a campaign worker but 
said it was pan ol a "warm re.lationship." 

Vlhite l-!ouse Hopes to Avoid Leaks of Clinton File 
Bv GWEN IFIL~ .\/ h1h1v that details or the invesuitauon I the subpoena could also make·11 m0tt 

, ... ~, ,. ""••• , .. , , ..... , would he leaked w reoortcrs. said I d111tcul1 for outs ide rs 10 obtain the doc-
WASHINGTON. Jan. 5 _ Seekin~ 10 , llrucc R. Lmoscy. 11 senior aov1scr to , umcnts under the Freeoom of lniorm:i-

,nsure that documents related 10 Pres,- j Mr. Clinton who has been responding to uon Act. the lawyer said. j 
dent Clinton 's role in a failed Arkansas j quesuons 0~ the real esta1e matter on Mr. and Mrs. Clinton were panners 
real estate development remain secret, I the Chnto_ns behalf. 11 would also make In the Whitewater development plan 
lhe White House has requested that the II more d,mcul! for effltgress to obtain with James McDougal, a poliucal sup­
Jusuce Depanment subpoe.na the pa• I the records. which members have been poner who owned Madison Guaranty, 
pers and place them under Federal I seeking for their own invesugauon. an Arkansas savings and Joan. When 
protecuon, the insmuuon faded, a Federal invest1• 

l)av1d Kendall. the Cllntons ' pe rson- Penalties for Disclosure gauon was begun into its banking and 
al lawyer, advised the President 10 , " Whal 11 means 1s. 11 somebody were investment practices. 
seek the subpoena alter Mr. Chnton 110 leak them there would be penalties 
decided to tum over records on the I connec1ed with that," Mr. Lindsey said. 
1ransac11ons to the Jusuce Department I He added, "If I'm engagmg ma cnmi• 
on Dec. 23. 1 nal 1nvesuga11on, I don 't want the in-

The White House acknowledged the ! vesugation I have to be In the press." 
exiuence or the subpoena tonight in a ' The existence of the subpoena would 
s1a1emen1 that announced that the b1 !Jc I not prevent the Clintons th.....,selves 
of the documents would be delivered 10 , from making disclosures aoout the 
the Jusuce Department on Thursday. , documents or from making them pub-

The subpoena. served on Dec. 24. was I he. a lawyer not mvolved in Jhe case 
rcque.sted 10 preserve the " privacy ol I s31d tonight. 
the process" involving an mvesugauon I But 11 would serve as an added barn• 
into the real estate concern. the White- I er 10 their unauthonzed release by 
water Development Corporauon, the I Jusuce Depanmen1 lawyers. because 
statement sa,d. I such a step would become a ,•iola11on of 

The subpoena discourages the pos.s,- cnmmal procedures. The exlSlence of 

Dealal of Wrongdoing 
The Clintons have always mam-

1amed that they were involved m noth• 1 
ing improper in their investment m 
Whit.ewa1er. In fact, they say they lost 
$69.000 on the plan 10 develop a retire• 
ment community ,n the Ozarks. 

The Justice Department spokesman. ; 
Carl Stem. would not comment tonight I 
abOUt the subpoena or the delivery ol 
the Clinton files. Mr. Kendell, the Clin­
tons' lawyers, did not return a tele­
phone messa~e lef1 a , his Wash1n111on 
office. 

Let New Corporation Control Air Traffic, U.S. Say.s 
ByMARTlNTOLCHIN ✓ lime to emerge from bankruptcy and c1~y to the operation," said:am _,., .. nw_v_,,_. are able to pay a fracuon of the costs Landry, president of the Air T~n 

WASHINGTON Jan. 5- In an effort they concur whereas healthy earners Assoc,auon. which represents the ma-
10 improve eflic,ency and reduce air• have 10 pay 100 cents on the dollar. jor carriers. "The F.A.A. is bur~ 
line delays and confusion. the Clinton Administra_uon oflic,als said disen- wnh cumbersome procurement rules. 
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l thanges throughout; new information 

(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 we.re 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 
i n 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 i n 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 t h e 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 
t he documents be publicly discl osed, 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 
"Foster ' 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 requested them. Gearan said Wednesday night that 
' ' neither the president or I ' ' or other senior aides were aware of the pend i ng 
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 Hous e 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 presi dential primaries. 

Lindsey said the subpoena, a copy of which he declined to release, also 
covers records relati ng 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 de nied 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 d isposing of the failed thrift and its assets, 
according to RTC officials. It was the RTC that first requested a department 
i nvestigation into Mad ison in September 1992. 

Earlier Wednesday, the White House had dismissed as groundless renewed 
calls from congressional Republicans and newspape.r 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(l)-
-AUTOBREAK(2)-FOLLOWS 
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PM-elinton-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 t he 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 
irregularit ies 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 s how 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, 
Hubbe l l, 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 official s familiar with the case say that Hubbell informed them of 
his relationship to Seth Ward at the time Hubbell was s eeking work from the 
FDIC. However, officials say Hubbell did not inform them of the Rose law 
firm• s past work on Madison's be.half. 

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 

I 

I 
I 
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~ntering into activities that bear even the appearance of a conflict. 
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pit'!' a~r ··~r.h·c mak• 
inJ 1t n•tr ~no che ne to 
;o,n I plan - t>ut no umvcr• 
s;il tOVtrd~. Undt ftfllll' 
mttm~ .. 6<>me .-.mCJ •ill be 
uoaNc lb afford 1n oup ii 
would ti.I ava il•bls t 

The t(!lpn111is on · 
tint fc-r ;morc than · t ilo,op ical ra-
,ons, Yn. it'~ Joo<i t li&ve a icy that 
doc.n·: m;clu:k: low-I <)Om~ pk. Bui 
il 's also ics!,('n:,aJ . i ,ou-cu un5 rea• 
son,,. 1ha1 itv~:s. of u ,..: 111 r. op11onaf 
c.irc 1.i..~Jcfonod for c <"-on,. 

Th~I .. '3\°. l hM c •Jon """1 lo h i\'~ 
!'r('H't ( ('lm r n .-h ,:, ) I \ ' Oc,:Ai~l~ or tui,h-
cr-1 .::h :.::' .. .:.:. C\f :c,~ , ~ cou? he ~adt 

rintlline health-care 
S)-Slcm. (SI ·es of SlO aspirin 11t-ll'IS 
11\d rou!1ne eum, that run 1n1n the 
lhe>uwonds of Dart typicall~ hav~ their 
root& in such lbiftilla.) 

The most Ulctive of the Oi~cntcrs· 
plus 11ill do 't live 111. a,>•·•mruti.i ill< 
kind of - lrol lcvtraae that Mr. 
Clinton riaht demands. Ht pmntl 0111, 
v,ith appropr tit alarm, tllat tbc 1overn-
meat'1 axiw Ul'N on heahb care 2rc 
the ~ •lest a ,ng ttffl! in the rederal 
budect, A h nromi plao lbat Onl)· 
mate, insu 11Ce more acceuiblt ,, • 
tood tbina for those wbo become 
1nllll'ed. But~doe& littlt IO - tllc bud­
let hcznorr lfC that b•1rdcn1 every 
American, In l'tCI and un 11guret1 alike. I I , •1v ; I . ' I 

I 
I 
I 

Aptn fr , universal' d>vcregc. tbc 
;:,rt11dent ha ofi'e!'Cd to be Oc.ible about 
n"srf:; CVtl)'tlh.:1 clement of bis plan. 
lit'II need bat f:uibilit,·, b¢Ch I,' 
impn,vc the acbae and co'win caou~ 
votes to pus 1. llu! on tbe 111a1ttrof uni­
v~li1i. he'J riChl to hold nrm - r.ot 
lus! for the n,11on 's physical health, bt.t 
r,,,. it~ r.scnl tiealtb •~ ...,,1. I 

I 

I 
I 
I 
I 
I 

I 
I 

I · 
I 
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Justice Dept. 
to get papers 
from Clintons 
By Judy Keen 
USA TODAY 

The While House, moving to bridle 
controversy over President Clinton's 
~ble links to a failed Arkal\185 
thrill. today begins giving related pa­
pers to the Justlce Departmenl 

The ftve boxes of documents were 
delned in a grand jury subpoena re­
quested by the White House. They in­
clude those taken from the omce of 
White House lawyer Vincent Foster 
arter 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 eltectively bars 
their public rel-. II sets a Jan. 18 
deadline. Undsey said RI06l will be 
at the Justice Department sooner. 

The department is investlpting 
whether flmds from the Madison 
Guaranty Savings and Loan were di­
vened to a real estate lrm in which 
the president and Hillary Rodham 
Clinton had invested. They deny 
wrongdoing. 

Press secretary Dee Dee Myers 
saiil Monday the papers, which Clin­
ton said Dec. 23 he would hand over, 
would be sent in a couple weeks. But 
Clinton aides felt unrelenting media 
coverage and growing GOP clamor 
ror a special proseculnr meant they 
ha,1 to move more swirtly. 

WASHINGTON AND THE WORLD 

By Ervie F. MOl1i, ~ f•-­
BRAVINQ BULLETS, THE COlD: Bosnians try to sell their wares in an empty lot in Sarajevo. 

In Bosnia, talk of peace amid sounds of war 
From wire repons 

Bosnia-Herzegovina and 
Croalia agreed Wednesday 
to work toward ending the 
bloody civil war in central 
Bosnia as peace talks ap­
peared to edge forward. but 
in Sarajevo shells rained 
down on the Bosnian capital. 

At least four people were 

killed and 32 wounded. 
After two days in Vienna, 

political leaders from Cro­
atia and Muslim-led Bosnia 
- both former Yugoslav re­
public; - pledged "firm er­
rons" to stop the 20.month· 
old eUonir war. but stopped 
short of a cease-fire. 

While Serh siege gunners 
kept uv their pounding or Sa· 

rajevo, a newly revitalized 
Muslim army launched a 
successful otrensive against 
less impressive Croat forces 
in central Bosnia. 

United States U.N. envoy 
Madeleine Albright warned 
that Croatia could race inter• 
national sancl ions if it 
doesn't hail military interrer­
<.:,1ce in Bomia. 

N. Korean deal comes 
as time was running out 
By Marilyn Greene 
USA TODAY 

A U.S.-Nonb Korean agreement Wednes­
day over nuclear Inspections defuses a mili­
tary threat and a diplomatic dilemma. 

Time was running out on both monitoring 
equipment and nerves in the region. 

While la.Ills slalled for nearly a year since 
Nor1b Korea declared ltseU free of the Nucle­
ar Nooprollferatlon Treacy prolllblliom on 
nuclear expansion, timers and batteries on 
survelllance equipment ran 
down. threatening monitors that 
ensured no secret nuclear devel­
opment was IP)ing on. 

North Korea may be years 
away from abilily to Ire a nucle­
ar m~Je, bul the possibilily 
made lhe world nervous. 

tion, he may feel it's time for him 10 act" 
A nuclear-armed North Korea would pusb 

South Korea and anll-mililary Japan into a 
defensive buildup, •!,llleashing an arms race. 

China, already a nli\.1ear power and North 
Korea's only friend, is the key player in the 
diplomatic face-otr. 

Beijing has been behind the scenes encour• 
aging DeF(iations and attempting to avoid a 
standoff or military confronlalion. 

If the lmpas-se bad continued, President 
Olnton was prepared to seek U.N. sanctions 

AP 

apinst North Korea. China's 85-
sent. or at least an agreement not 
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 etrective. 

Putting Beijing i n such a posi­
tion would have further strained 
already cense relations. 

It's unclear whal North Korea 
wants from the current negotia­
tions. Among the possibilities: 

Nortb Korea sits squarely in 
the heart of Asia, pointed like a 
dagger al Japan. It shares a long 
border wilh China and ls within 
firing distance from Russia. 
North and South Korean SOidiers 
glare'l1aily at one another acr oss 
a demilitarized zone established 
in a conl ict never omcially ended. 

KIM L SUNG: Bent 
on reunifying K()(eas 

► Suspension of US.-Soulll Ko­
rean rriiiitary exercises lllat rat• 
tie North Korea. 

Asian neighbors were increasingly nervous 
about possible nuclear buildup in an unpre­
dictable regime. North Korean President 
Kim II Sung is considered one of the world's 
most ruthle,;s autocrats, bent on reunifying 
lhe Korean peninsula under his iron hand. 

"He's a megalomaniac," says Ron Hat­
chen. director or St. Thomas University's Cen­
ter for International Studies in Houston. " If 

► Economic help; its experiment in com­
munism has lert it destitute. 
► World acceptance or K im's regime. 
All of these are under consideration as ofl. 

ciais ponder how to deruse the possibility o r a 
nuclear holocaust. 

But Secretary of State Warren Christopher 
h~ a strict boltom line: "Our goal is to see 
lllat they do not have nuclear weapons." 

he's going to see great things l ike reuni6ca- ► Monton Christopher, 1A, 10A, 15A ---· ----=================::::::..:- -=--=--=-- =--- - ---- - ----

r-
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Essay J WILLIAM SAFIRE 

Foster's Ghost 
WASH INGTOI­

Wha1 1ernble secre1 drove Vincent 
Fos1er, the Clintons' personal lawyer, 
10 put a bullet through his head? 

When that quest.ion was posed . in 
this space last summer ("Was dread 
of funher scandal a mggering cause 
of the apparent suicide?") Clinton 
aides blamed Foster's sta1e of mind 
on the cruel, mean-spirited Washing­
ton press corps, with its focus on 
" travelgate." Questions about a law­
yer with a guilty conscience were 
denounced as ghoulish. the product of 
a conspiratorial mindseL 

We subsequently learned that there 
was indeed a scandal brewing that 
involved the Clintons, a go-go banker 
crony who flnaaced their Whitewater 
real estate deal and an S.& !., failure. 
now under criminal inves11ga11on, 
that cost taxpayers S60 million. 

Vince Foster improperly kepi the 
potenually damaging records of that 
deal in his White House office. Surely 
crossing his mind after the furor over 
the abuse of power m travel office 
patronage was the potenual of far 
greater disgrace or prosecuuon m a 
money-and-Influence scandal 

From the moment Foster's body 
was found, White House Counsel .Ber­
nard Nussbaum acted to keep thole 
Whitewater files away from prying 
eyes. The investlption was confined 
10 the KeystOne-Kop Park Police; 
Clinton lawyers refused to let them or 
lhe F.B.I. 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 Cllntons s~ 
walled. Hillary Rodham Clinton, al· 
tomey for the rot~t S.& L while 
her husband was responsible for itS 
regulation, professed not 10 under• 
stand why anybody would be 1nteres1• 
ed In a d•.-1 that lost them $60.000. But 
curiously, the Clintons never took 
that loss, if It existed, off their income 
taxes; more strangely, they wrongly 
100k other deductions. and the lawyer 
who worked with Hillary on these 
returns was Vincent Foster. 

Dunng t.he '92 campaign, 10 cover 
up the messy record, Foster ar• 
ranged for a lawyer to hire a Denver 
accountant to whitewash White• 
water; the Patten, McCarthy report 
omitted the largest transaction un­
denaken by Clinton's partnership -
a hall-milhon-<lollar land purchase 
from a paper company to which Gov­
e rnor Clinton granted tax breaks. 

After the mean, insensitive press 

raised a ruckus to produce the White• 
wa1er riles. President Chnton was 
forced to agree to "cooperate" with 
the investigation of the bank's tax- · 
payer ripoff. He directed Foster's 
lawyer 10 tum the Whitewater files 
over 10 the Justice Department - a 
far cry fro'!!,Rublic dlscl0S11re. 

But a curious lassiUJde 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• , 
auons were being written. did one box 
contatmng 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 I ' 
sure the documents did not get the , 
truunent &iVen the so-called suicide· . 
IIO(e, which appeared belatedly in 27 
pieces, not one with a fingerprint. and .J 
with the signalllre space missing? 

If I were Louis Freeh, the new 
F.B.I. Director chosen by Mr. NUSS· 
baum and known as "Bernie's Good 
Deed," I would follow up by searching 
for a Foster safety deposit box or 
hOme strongbox. and would demand 
that Justice seek subpoenas 10 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 taken by lawyer­
mvestor 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 u 's Roben Morgenthau: better 
10 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 
to hide. The Clintons' pattern of be­
havior m Whitewatergate is that of 
wi-ler-<lealers with something seri• 
ous to hide. Let's hope it's only politi• 
cally embarrassing. 0 
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Subpoena Issued 
For Ointon Files 
White House to Comply in S&L Probe 

Al ._ 
By Michael llikoff and Ano Devroy ', · · · • The president !5 trying to be 

,._..,._,.""" helpful to the aiminal tnvesap• 

The White House said yesterday 
that the Justice Depanment 1SSued 
a previously Wldisdosed subpoena 
on Dec. 24 to Preaident Clinton's I 
lawyer for records relating to the 
Whitewater Development Corp. and 
that 1t will begin turning those doc• 
umeot.s over to federal prosecutors 
today. 

White Hou,e aides said that Da• 
nd Kenciall. personal lawyer to the 
president and Hillary Rodhatr. Clin­
ton. first requested the subpoena m 
discussions with Justice Depart­
ment lawyers on Dec. 23-the day 1 

the White House publicly an- 1 

nouoced II was voluntaniy turning · 
over the records, some of which 1 

-~·ere discovered in deputy White , 
House counsel Vincent Foster's I 
oifi~ after !us suicide last July 20. 

Aides said yesterday that they 
m ted the subpoena IS a means of 
protectmg "the integrity" and "pri• 
vacy" of the documents. "The staff 
discussions of this,• said one official, 
"were that we should ask for a sub­
poena bec.1use then it becomes a 
crune to leak them and maybe that 
would k~p them from being 
leaked." 

But federal law enfor=ent 
sources said yesterday th.at the Jus• 
tJce Depanrnent already had bel\lD 
drafting a subpoena tor the docu• 
ments before the conversation with 
Kendall and had informed him of 
that. 

Law enforcement officials had ex• 
pressed an interest in seeing the doc• 
wnent.s for possible use in an ongo­
ing cruninaJ probe into a failed AI· 
kansas savings and loan. The subpoe­
na came dunng a period when the 
Clintons were resisting DIOCllltiog 
calJs from the news media and Coo-

WllITIWATD, 11- Al. 

gJ'eSS to publicly ~ their doc­
umenu oo the Whitewater venture. 

tioo" regarding MJdison. 
But llnwy said the White 

House would coatinue to resist any 
request that the documents be pub­
licly diaclosed, saying "these are 
their private records, they lee DO 
reasoo to publicly release them.• 

Yesterday'■ deffiopments are 
the latest in a aeries of putiaJ and 
sometimes coatradictory White 
House mtement.s about White­
water that have aeated controver• 
sy and ■purred calls It; memben of 
Congress and others for tbe ap­
pointment a{ a!! ~dent COUD· 
seJ in the case. 

The existence a! tbe documents 
related to Whitewater and Madiaoa 
fOUDd in Foster'■ olfice-ud the 
fact that they bad been removed by 
White Houae aide■ after his 
death-was first diacloled in news 
account.s last mouth. That disclo­
sure WU followed by tbe Dec. 23 
aooOWJcemeot that Clinton bad di· 
rected their rdeue to Ju■tice. 
White House commuoieatiooa direc• 
tor Mme Gearan Ilic! that day that 
tbe Juatic.e Depanmait had DOI re­
queated tbem. 

On Sunday, White Houae aide 
George Stepbanopoulos Ilic! on 
ABC's "Ibis Week With David 
Brinkley" that "the president has 
turDed over all tbe document.s to 
the Justice l>epanmenL" 

But on Monday, White House 
press &eeretary Dee Dee Myers 
aclmowiedged that wu not tbe cue 
and that DO document., had yet been 
turned over. Instead, Myers said, 
the documeots-iocludiog cam­
paign files and penooaJ financial 
records in Amnsu-were being 
"catalogued" and that DO docwneots 
would be turDed over for "a couple 
af weeks." 

Throughout this, White House 
aides never mentioned th.at the doc· 
umeots were being tlll'lled Offr un­
der subpoena-an · omis&ioo that 
Lindsey and other -aides had DO U• . 
planatioo tor yesterday. ·Aa:ording 

10 yeaterday's White .H0111e ~te­
ment, the 111bpoena ltipulates that 
all the documents be turned over by 
Jan. 18. . . . · ·- · · 

· tiodley · eaid the . Wbite .. Ji e 
woald not release a coc,, « the ■ub­
poena. But .be laid it it Ilia uoder· 

··ltlDding that it covers records relat· 
iDg to Wmlewater and Madison .. ' 

· well as to CapiaJ Maoqement. l 
• Small . Bu■iness Admilli■tration­

eenaed investment firm nm by DaYid 
Hale that made a $300,000 Joan to 
Susan McOougaJ, who wu then mar• 
ried to Madison owner and White-

. water partner James McDougal. . . 
The documents on Hale and Cap­

, ital Management relate to another 
· pan of tbe Justice Department in- . 

vestigatioo · that alao potentiilly 
touches oo tbe presidenL Hale, a 
former Artansas 11111Dicipa1 -judge 
who WU iDdicted 00 charres of de­
frauding tbe SBA, has alleged that 
be was pressured by Clinton and 
James McDougal to malce tbe l 
to Susan McDougal u a means of 
shoring-up Madison's boob. 

Although Hale's federally lllhli· 
dired firm was authorized to lend 
money only to "socially and econom­
ically disadvantaged" firma. James 
McDougal subsequently said be I 
$110,000 of the funds to purchase 
property oo behalf of Whitewater. 
But both be and Cliotai baYe Ida• 
maotly denied they ever requested 
Hale to make the loan to Susan 
McDougal. 

Al a further sign of Jllltice De­
partment actioo in tbe cue, federal 
prosecutors also recently subpoe­
naed records 00 Madisoo from the 

1 Resolutioo ·Trust Corp., the federal 
agency disposing of the failed thrift 
111d its assets, according to RTC of• 
6cials. It was the RTC that first re­
quested a department investigatioo 
into Madisoo in September 1992. 

Earlier yesterday, the White 
H0111e bad dismiased as croandleu 
renewed calls from congressional 
Republicans and newspaper editon 
tor the appointment of an indepen­
dent COUDSeJ in the case. "I'bere are 
DO allegations that the Clintons have 
done anything wrong .... There's no 
evidence to suggest they have done 
anything wrong. What's the charge?" 
Sj)Olteswomao Myers said. 

White House aide■ laid tbe grand . 
jury subpoena alao requeats mate­
rw oo Madisoo Guaranty Savings & 
loan. The DOW cienmct Arkansas 
thrift is the focus ot a Jllltice De­
partment investigatioo .into allep­
tions that depositor funds wei-e im­
properly <livened and posmble beo• 
efited Whitewater, a ··re&J. estate 
development firm jointly OWDed by 
the Clintons and Madison's owner, 
James McDougaJ, as -ii u Clin­
ton's 1984 guhematoriaJ ~-

The C!iotous rei,e.tedly have 
said that McOoupJ handled all of 
Whitewater's affairs and that they 
have no im-ledge o! any 1111proper 
or crimnaJ activity by him. 

THI. "'•~I\CT, ... Po--r T111 H,! -1\ . J.1, ··1111 · .. 191/1 

White House aide Bnic:e Lindsey 
said resterday that Clinton directed I 
Kendall to negotiate ·the matter 1· 

.,;th the Justice l)epanmeo1 be­
cause "we wanted to be cooperative 1 
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bona rr1ces 
Roar Back; 
Stocks Gain 

, Report on Auto Sales 
Sparks a Rebound: ; 
Dollar Ends Mixed · 

TUESDAY'S . 
MARKETS 

By STEVEN E. LEVINGSTON 
Sroff R<"porrtr of Tur. W,41,.L, STIH:r.r J ou,u-.,.,: 

Bond prices roared back after steep 
declines Monday and propelled stock 
prices sharply higher. The dollar was 
mixed. 

1 
The Dow Jones Industrial Average 

1 Jumped 27 .30 pomts to 3783.90. Standard & 
' Poor s SOO·Stock Index rose 1.45 to 466.89. 

and the Nasdaq Composite Index sul'l?ed 
3.52 to 774.28. 

The bond-price rebound was spurred by 
some weaker·tllan·expected economic 
news. U.S. auto sates in late Decemoer 
were slightly lower than many economists 
had forecast. Also. the Johnson Redbook 
Semce. a private survey. said retail sales 

' slipped in December from November. 
Those economic repons suggested to 

some bond market investors that first· 
quarter growth may stow somewhat alter a 
robust fourth quaner. Many bond lnves· 
tors were nervous about the strength of the 
economy and the possibility of higher 
stlort-tenn interest rates and rising infla· 
lion. Yesterday's sales repons quelled 
some of those fears. at lea.st temporarily. 

"The bond market is starting to bedge 
against the possibility that the first quar· 
ter won't be quite as strong as expected." 
said Donald Fine. chief market analvst 
with Chase Securtues. ··eut 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 stow to an annual rate 
ol 2.5% to 3% In the first quaner 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·tenn 
interest rates during the first quaner. 

Alter startlng slowly. the stoclt market 
followed the bond market's lead. The Dow 
indusaials slipped in early tradmg but 
finished with a Ourry of buying. 

Hugh JohnSon. chief investment officer 
at First Albany Corp .. said stock investors 
put a positive spm on the weaker·than· 
expected economic news. 

.. 11•s not that the numbers are so weak 
as 10 suggest the economy 1s completely 
losm~ steam." he said. "The message of 
the market is simply that the economy i~ 
slowing from a last pace 10 a more moder· 
ate. and that's good news." 

World•wide. stock prices rose in dollar 
tenns. The Dow Jones World Stock Index 
gamed 0.58 to 111.48. 

In major market action: 
Stock prtttS climbed. Volume totaled 

322.5 million shares on the New York Stock 
Exchange. where 1.204 issues rose and 918 
fel l. 

bona prices rallied. The Treasury·s 
oencnmark 30·vear issue gained nearly 
,,ne ooint. or a1mos1 SIO for each SI.ODO tac, 
JmOUnt. to )'leld 6.31'" . 

The dollar was mixed. In late New York 
tradin2. the currencv was auoted at I. i355 
marKS .. and 112.iO ·yen. compared w11h 
l.H35 marks and 112.61 yen Monday. 

CAPITAL JOURNAL 
BY GERALD f. SEIB 

Can Open File,s 
Close the Book 
On Whitewater? 

N
OTIIING ABOUr the controversy 
over President Clinton's connec· 
tions to an Ariallsas 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. 

At the moment. Clinton aides and 
attorneys are focused on turning the 

;;>- , president's files 
over to Justice De· 
partment invesliga· 
to.:;. ar.:1 the White 
House is engaged in 
politically tinged 
jousting with Re• 
publicans over 
whether to 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 relea.se 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 at a 
minimum would address head-on the 
suspicions that the White House is ma· 
neuvering to hide something. 

The White House isn't conVinced or 
that. Aides see themselves as caught in 
a classic Catcb·22. in which whatever 
inlonnalion they provide won't be com· 
prehensive enough to answer everyone's 
quesuons. but will be sufficient to m· 
spire dozens of new stones and launch 
new investigative fishin~, expeditions. 
The White House is fuming that it hasn't 
been given more credit for agreeing to 
tum the president's personal files over 
to the Justice Department before being 
lonnally asked. and therefore doubts 
that its critics would give it much credit 
for doing more now. 

That's probably true. But gwen all 
the .iournalistic and prosecutorial dig· 
ging 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 bidden. 

At this point. it's a safe bet that most 
voters have only a foggy notion what this 
tangled controversy is all about. In a 
nutshell. the issue is Bill and Hitlarv· 
Clinton's investment in Whitewater De· 
ve1opmen1 Co .. a real·estate develop· 
ment partnership With James McDou· 
gat. a longtime Arkansas acquaintance. 
:-1r. ~!cDounl also was the oroorietor of 
.\lad1son i;uaramy SaVlngs & Loan. the 
failure of which is being invesugated by 
Justice Depanment attorneys. 

THE W1llTE HOUSE says that the 
Clintons lost their entire $69,000 
investment in Whitewater. And 

it's likely that the story would have 
ended there ii not for the fact that 
Vincent Foster. the Clintons' penonal 
attorney who handled their deallnp 
with Whitewater. shot himself earlier 
this year. His death. and the fact that bis 
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 wbelher fllllds 
from the failed savings and Joan were 
improperly used either to sustain Whl· 
tewater or to pay off Clinton campaign 
debts. 

The Clintons· penoaal records aren't 
sufficient to answer all those questions 
definitively. Only access to Whl· 
tenter's and Mad.Ison Guaranty's rec­
ords would do that. and there Is no alp 
the Clintons - or anybody elle for tbat 
matter - have all the remrds of Wbat 
seem to have been two loolely nm 
enterprises. So. as White Ho111e aides 
point out. retea.se of the Clintons' files 
wouldn' t lay to rest all suspicions. And 
retea.sing fragmentary information 
might simply raise new questiolll. cen· 
erate a new set of charges that infonna· 
lion is being withheld and further fuel a 
journalistic and politlcal feedlDg 
frenzy. 

BUT THAT FEEDING FRENZY 
is under way anyway. About a 
dozen news organizations bave 

filed requests under the Freedom of 
Information Act for copies ol state files 
on Madison Guaranty. LtWe Rock Is 
peppered with reporters cha.sing the 
story. Eventually the information in 
the Clintons' files seems llltely to 
emerge one way or the other. 

At this point. even Senate Republi· 
can leader Robert Dole says there is 
litUe eVidence to suggest the Whi· 
tewater saga has the makings of a 
major scandal. lronta.lly. one reuon 
the clouds have darkened is simply 
that the Clintons themselves made it 
appear last month that they would be 
unwilling to tum their files over to in· 
vestigators. "If there wa.s an error. 

I it was the defensiveness of Clinton," 
I says presidential historian William 
I Leuchtenburg. "He bas to understand 

I 
that once he's in the White House. 
there 1s nothing pnvate about Ibis] past 
nr current financial dealinl?S. ·· 

I 
The White House Knows 11 has 10 oe, 

. something to put the controversy be· 
· hind it. Under those conditions. letting 

I 

the sun shine in seems bOth the right 
thing and the best thing for the presi· 
dent to do. 
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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 Rod.ham 
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 
chief assistant, 
witnesses in the 
outlined by the 

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

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

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

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

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

Days later, in the wake of news reports about the new RTC referrals and 
questions about Casey's ties to Clinton and other senior Democrats in the case, 
Casey recused herself from further involvement. The Justice Department announced 
it was sending three career prosecutors to Little Rock to conduct the 
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wlls for Special Cou~el Focus Again on s&L ~ Links With Qintons 

By SUWI Schmidt A I 
and Michael !Jil:oft' 
• ......,. .. ,-,5u1.,.... 

Last September, as officials ol 
the Resolutioo Trust Corp. were 
preparing to ask tbe Justice De­
putment to open a aimizw inve,­
tig,tion into a wled Arlwisas aav• 
ings and loao, they faced an unusu­
ally sensitive problan: Should they 
mention that the case involved 
President Clinton and his wife? 

There was no COllclusive evi­
dence that the Clintons bad dooe 
anything illepl. But RTC inves­
tigators 11,d turned up evidellCe 
that depositor funds from the 
thrift, Madisoo Guaranty Savings 
& Loan, may 11,ve beea diverted 

unpcoperly to Clinton's 1984 111· 
be.rNtorial campaign account and 
to Whitewater Development Co., a 
real estate venture jointly owned 
by tbe Clintons and }a.roes McDou• 
gal, Madison's owner. 

Some RTC officials believed 
questions about the Clintoos and 
their dealings with Madison bad to 
be laid out in RTC'a written re­
quest for further federo invtsti­
gation. But others thought that 
would be a atn tegic error: A de­
tailed descriptioo ct activities in• 
YOMn1 the Clintooa bad bea1 
pretented to the Justice Depart• 
ment in September 1992 and bad 
beeo languishine for a year, 
promptifta fears &IDOOI RTC ataff 
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that the departltlent was intent on 
scuttling the politia.l.ly 1ensitive 
case. 

The RTC finally did ask federo 
proeecutors in Little Rock. Ark., 
last fall to iovesti1ate DiDe 1111-
~ mmio&I mum arisin1 
out ol Madiloo'a 1989 wlure, 
IWl\in1 the Cliotoos, a1ona with 
other Arlwisu politiciaoa who bad 
dealin,s with McDougal. 

Among other lhiop. pt'OISeCU• 
tors were asked to examine wu 
whether Hillary Rodlwn Clinton'• 
repraeatatloo ol the SAL before 
I at.ate rqubtor appoioted by bu' 
buaba.nd reaulted ID lenient trut• 
meat that allowed Madiaoa to ataJ 
opeo bla after it WU OD I clear path to 
iuoffellcy, . 

Today. those Issues are the focus of a 
J~ Department 1DvestJ1atioo that has 
become• lfowins ~dacbe for the Clinton 
White House. While the Clintona have re­
peatedly uid they were aware ol DO wron1• 
doin1 at Madison, the White House, under 
heavy con,ressional and media criticism 
and poasibly .tKin1 a aubpoena, 1,reed late 
last mooth to tura tYVU docwnellts about 
WhiteWJter that were found in the office of 
deputy White House 00W\Sd ViDClent Foster 
after his awcide on July 20. 

At the same time, the handlin1 ol the 
Madlaon and Whitewater ilaues bf the RTC 
and the Justice Department hu under• 
acored the politically char1ed nature ol the 
probe. Although the RTC bas &ucceeded in 
aparkin1 a federo inquiry, the matter of 
Madison S&L bas frustrated eome RTC 
officials who havt 5aid they worried about 
"pawp(' the case and "tellinl" Justice on 
opeoina IQ inve1ti1atioa that abouJd have 
bepn much earlier. 

~bliunJ, uyin1 the aituation it rife 
with coallicts ol inter-eat, have bombuded 
Attorney General Janet Reoo in recent 
weeka with calla for the appointment ol IQ 

independent COIIDSd. 
• Aa attorney 1eneral. ,ou have been 

placed ID an uncomf oruble, If not untena• 
ble, po&itioo ol beio1 both the dud law en­
forame.,t official of the United Ststea and 
the chief le1al advisor to the pmident." 
Rep. Jim Leach CR-Iowa), nnldnc ininority 
member ol the Houae Bankin1 Committee, 
told Reno in a letter callina for the namin1 
ol a special counsel. 

Reno bas resisted thoee calb. uyin1 any• 
body ahe would appoint would ultimately 
report to her and would not be aeen as truly 
independent. "I have directed the career 
prosecton to puraue it (the Madiaon probe) 
ID the most appropriate and vil(lrOU$ man• 
ner poasible," Reno said at a recent news 
c.onference. 

The history ol the Madison ilMstiptioo, 
pieced toaether from interviews with Jus• 
tlce Department and RTC offic:iab Ilona 
wirlt '1ocument• from •he C'Jlse, auuests 
.... _ ........ ,u, ... ~,c. •..••• -. ..,,. "'"·- '"'· .. ·"""'·" n.~ ,c~ 
peatedly affected its proeress. as investi• 
1ators debated how to proceed in I probe 
that baa 1uc.h potentially lar1e political con­
aequences. 

The inqwry bellll in 1989 as one ol hun• 
dreds ol inves1ig11ions ol tailed aavinp and 
loins throuahout the COWltfY that ltd to , tie 
creation ol the Resolution Trust Cnrp. itself. 
The RTC charte.r •·as to close down the 
thrifts, to dispose of s& L assets and to try to 
recover through the couru federally insured 
funds !Nt had bttn lost th.rouab poor man• 
acement or possible crvninahty. 

The transfollllJtion of a rel,tivtly rout ine 
RTC inquiry into a politiul hot potato be· 
can in March 1992 when news accounts 
detailed Clinton's longtime rel,tion5hip v.-nh 
~ ~Doucal and their investment 101ether ~) · 
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Whitewater. Tboee account.a suaested that 
McDougal bad IMde the Clintoas pannen 
ia a aweethun real esute deal in returu 
for lenient state treatment ot lbdiaon. 

The RTC qllickly aent a new twn of in• 
fttti1ators to ArkaDsas to aid ill the Mad­
ison probe, looking at. amona other things, 
'the busiDaa relatianabips a-a McDoucal 
and local politic:iaas. 

At the ume time. inveltiptan bepn to 
explore the role ol Hillary Clintco 111d her 
law firm in representing the thrift d11n111 a 
1985 encounter with federal lmlkina 111-
thorities. 

The Roee law firm bad repraented Mad­
ison before the Arkansas teCUrities COllll'IUl­
sioo when the thrift, ~ed critically abort of 
c:apiw by ftderal ewninen, aoucht approval 
fer a new stock pl111 10 ltlY afloat. Hillary 
Clinton was one of two Rose lawyen in that 
dfort. umiDe a combined $2,000 moothly 
retainer for the firm. The plan was approved 
bJ 8eYeriy Bauett Sc:haffer, CliD1011'1 newly 
appointed atate aecuritie.s coamriflioN,r, 
whose law firm also bad repreta1ted Mad­
ison. The plan wu never implemented. 

Another R01e partner, Clinton c:oa6dant 
Webster L H11bbelJ-now aMOCiate attor• 
ae, 1eneral 11ndu Reno-had his own tiea 
to Madilon throu&h his father-in-law, Seth 
Ward. Ward was an executive with Madi­
_ .,realest.ate 111bsidiary 111d had aseo­
aive finaDciaJ dealinp with the S&L 

But despite thele potential coaflicta. the 
Federal Depoeit lnlurance Cori,.-tbe fed-

• eral a1ency that iDsurea aavinp 111d loan 
deposit.a-in 1989 hired the Roee firm to 
represent the &Oftrameut in a latrlllit 
apinst Madiaon'a IIOCOlllltin& firm. The 
Jllit. handled by H11bbell. contalded that the 
accountin1 firm had failed to alert Madi­
lOCl'a board to reckJesa leDdina 111d IIWllse,, 
ment practices that led to iMolveoey. Jt wu 
aettled for Sl million in 1990. 

How muc:11 the FDIC knew when it hired 
Rose abo11t the relationshipt amoa1 Mado 
ison and the firm and its partnen is anclear. 
HubbeU has CQl!tended that his dealinp 
with Madison were Mly dildosed. A eerie.I 
of internal FDIC memos at the time warned' 
a1ainst hirin& Hllbbell due to coallida in­
volvina his father-in-law, and FDIC 111d 
R TC lawym have been coadllctin& 111 in­
qlliry in reoent weeks into whether the po­
tential con1licu were properly reported. 

In addition to thele efforta tbrou&h cml 
sllits to recover funds used to compenaate 
Madison depositors, the RTC by ull 1992 
had prCJ)al'ed a 2l·paee document tar1etin1 
McDou1aJ and his ex-wife Susan McDou1aJ 
for criminal investi1ation by the federal 
prosee11tor in Little Rock. 

The referral named then-presidential 
no1T1111tt Clinton and his wife, as well as cur• 
rent Arkansas Gov. Jim Guy TIICker (D), as 
pnncipals in "sheU corpontions" creatN by 
McDougal It u.id that while there was Ill· 
sufficient evidence at that point to prove 
that the Clintons and Tucker knew about 
suspectN check•kitin1 and account over• 
drahs authorized by McDougal, they II.ad 
stood to benefit from such activities. 

The referral waa sent to Charles ~. 
the Republican U.S. att8tne)' in Little Rock, 
d11n11 the Wlllin1 days of the BIISb admin­
ilcntioo in the fall 1992. Bmka already had 
been llllnl coce in his dealin1s with 
McDoupl. barin& failed to win a 0011victioo 
ol bim in a 1990 bank fraud cue and 
pnmpt.ins critb to l0Cllle Banb of DIOllllt• 
inc a politically motivated proeec:ution. Hop, 
mi to wash his blllda °' ~ 111d 
McDoupl, Ballka asked that be be recmed 
from the cue 111d that the referral ,o di­
redly to the Jllltice Department in Wuh­
izlltcn, current 111d farmer federal officiala 
familiar with the matter aa.i,J. • 

ID ID "ur,ent report" memo to top Jllltice 
la,ryen on Oct. 7, 1992, Bmka'a chief U­
ailtant, Mac Dotam. noted that the CliDtoDa 
were named u potential wi1- in the 
rdeml. Dotloo wrote that be belieftd, 
baled oa the facta outlined by the RTC, that 
further iovestiptioa "ii WU1'lllted. • 

W'lth Jeaa tb1J1 I moatll to So befcr-e tbe 
presidential eledioo. &idea to tbeo-Attoniey 
GaeraJ Willialll P. Barr were ClOIICfflled 
that any apecral ioterat abown in the cue 
co.id backfire politically, - aaid. ArJ 
inffatiptiOCI involvinc Clinton WU alft to 
la u tboup Pmideot Geaqe Bulb were 
uliac the Jllltioe Departmeat fot puuaan 
purpoeea. That point wu all the mare 
forcdully made, the - aaid, by thole 
wtlo DOted the RTC had made DO apecific 
alleption ol wroqdoiq by tbe CliDtona. 

la lipt ol Banks'• reeaaal. the cue wu 
uaiped to career lawyen ill tbe fraud aec­
tioD in the crimiDa1 dmlioo °' the Jllltice 
))epanmeot, but --BUib adminiatratioo 
Jllltice of6ciala ordered that it ,et DO ape­
cill treatment. 

MIiiy RTC refernla are oever punued, 
eidla' becallle the Jllldc:e Department doea 
D0t belieYe they will ~ in I proeecutable 
cue ot beca111e ol limited reaouroea. A 
Mardi 19, 1993, memo by crimin.aJ division 
a~ workioi OD the cue c:oncJuded 
that the RTC referral did not •appear to 
wunot initiation ol I crimiDa1 invatica­
tioa" ol Madison. But tbe memo, ai,ned by 
Jolla C. Keeney, thai actioa chief of the 
dMlioa. ldt the final decilioa to federal 
proaecutort in lJttle Rock. He "would not 
question• decisioa by the U.S. attorney to 
decline fllrther action on the relernl, • 
X-, wrote, accordiai to 10Ur0e1 famil. 
iar with the memo. 
~r. the reaults ol the Justice re­

view were not communicated to the RTC 
for months. 10111cea said. In the meantime, 
the RTC renewed ita own inquiry into Mad­
i-. aenclio& • four-member team of agen• 
cy iD¥eStJgators baclt to Arkans.u in Janu• 
uy 1993. 

By September. havin1 pthered much 
more information and still b.avin1 received 
no official decision on the first refeml, the 
RTC drafted a new request for the Jiatice 
Del)anment. This expanded referral rec• 
ommended investi11uon of nine aeparate 
matt en of possible criminal beb.avior. add• 
ins details of new transactions and conflicts 
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of interest, and IIIIDinc I immber ol new 
playen, aoun:a aaid. 

Tboee who believed that IIIIDinc the Clia­
'- ill the fint referral led to ctfic:iaJ : 
tioa arped the preaideot 111d hia wife 
sbould not be IIIIDed ill tbe Jiff, aplllded 
request. Additional questiom about wbeth• 
er brincinl mare bull fraud cbar,a 
apimt McDoupl would C0111Cit11te doable 
jeopardy belped &pm I fierce debate 
-, imeatipton 111d RTC prafeaeiooa1 
liability attome,a ID X-. City, Mo., 
qeacy eoun:ea aaid. 

RTC field officiala took the IIIIUlall step 
ol appeaiiq to top RTC brua in Wubia,• 
toll to make the final dedsica on whether to 
include the C1intona in the - ttferrala. 
But the Waalliqton beadquanen rel J 
to interftne, orderiac the field olfice to fol. 
low lllDdard procedure. 

'I1le new refernla were lent in October 
to the new U.S. attorney ill Little Rock. 
Paula Casey, a Cli.Dtco appointee 111d for• 
mer campaip volunteer who wu once a 
ltadeot ol the pra.idalt'a at Ulliftnity ol 
Arlwlau law ICbool. 'I1le requata also 
soupt fw1her invettiptioo °' Qll'ffllt 
Danocntic Go¥. Jim Guy Tucker'• dealinp 
witb Madilon, as well as DllfflttOUa other 
bi& bo11owe11 .nd ~ officiala- 7 
of them prominent in Arlwlaaa political and 
cmccirdes. 

On Oct. 27, with the atadt of ne• aim­
inal referrals aittin& on bet desk, Casey re­
sponded to aix months of RTC ioqlliries 
about the fate ol the lint rtfernl, then a 
year old. She told the RTC that ahe •con­
curred" with the J11stice Der,anmeot'a de­
cision to forgo an investigation due to "in· 
sllfficient lllf ormauon. • 

Daya later, in the wake ol news reports 
about the new RTC referrals and questions 
about Casey's tJH to Clinton and other aen­
ior Democrats in the case, Caley recusecl 
heraelf from further involvement. The Jus­
tice Department announced it w11 1endin1 
thrtt carttr proeecutors to Little Rock to 
conduct the 111vesu1auon. 
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DC-whitewater 
(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 guestions · about the Clintons and their 
dealings with Madison had to be laid out in RTC's written request for further 
federal investigation. But others thought that would be a strategic error: A 
detailed description of activities involving the Clintons had been presented 
to the Justice Department in September 1992 and had been languishing for a 
year, prompting fears among RTC staff that the department was intent on 
scuttling the politically sensitive case. 

The RTC finally did ask federal prosecutors in Little Rock, Ark., last 
fall to investigate nine suspected criminal matters arising out of Madison's 
1989 failure, naming the Clintons , along with other Arkansas politicians who 
had dealings with McDougal. Among other things, prosecutors were asked to 
examine was whether Hillary Rodham Clinton ' s representation of the S&L before 
a state regulator appointed by her husband rssulted 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 rire 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 Re.no i n a 
letter calling for the naming a special counsel. 

Reno has resisted those calls, §_aying anybody she would appoint would 
ultimately report to her and would not be seen as truly independent. · ·1 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 . 
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•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 
Reso l ution Trust Corporation itself. The RTC charter was to close down the 
thrifts, to dispose of S&L assets and to try to recover through the courts 
federally insured funds that had been lost through poor management or possible 
criminality. 

The transformation of a relatively routine RTC inquiry into a political 
hot potato began in March 1992 when news accounts detailed Clinton's longtime 
relationship with McDougal and their investment together in Whitewater. Those 
accounts suggested that McDougal had made the Clintons partners in a 
sweetheart real estate deal i n 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 a l so 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 i nto whether the potential conflicts were properly reported. 

In addition to these efforts through civil suits to recover funds used to 
compensate Madison depositors, the RTC by fall 1992 had prepared a 21-page 
document targeting McDougal and his ex-wife Susan McDougal for criminal 
investigation by the federal prosecutor in Little Rock. 
-END-OF-AUTOBREAK(l)-
-AUTOBREAK(2)-FOLLOWS 
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CNN CROSSFIRE TrA."'111 npt •1000 
Atr Date: Januar, 4, 199~ 

Battltnr Whitewater 

~OUNCER: Liv• frotr. Washington, CrOfffi.re. On the 
left, Miko Kin.sley. On th, right. Jchn Sununu. Toniibt, 
Battlinr Whitewaier. In .he cro6ofire; former Attorney 
Gtntral Willian, Barr; and Lloyd Cutler, !ormor c:ou.n.el to 
Prffident Cartel". 
MIKE KINSLEY: Gcod , ven.i.111. Welcome to Cro95ilre. 
Senate Republican leadtr · lob Oole wanu an independent 
p1·oi;ccutor to look into the .. >•t 1&1l~d \Vhitcwater aff'air. 

Sen. ROBERT DOU <R-KS>, Minority Leader: 
INBC's "'Meet tht Prt1si ,. Fot· the Pruidont's sake and 
for the s ake? ot the intee i~· or the attomey general's of. 
flee. she shnuld m,:avt. ~ ~e•JI wasted s fot c! time dr&r• 
;;,~b h;l" !'cct, ;...d it's t.i ,.: ~l:c- u,u"\:U Mel atppoimed an 
independent counsel. 

KINSLEY: Whitew..,tcr is horthand for a complci tale n( 
President Clinton's and ).1 ~- Clinton'5 finand&tl dealin~ 
\\'ith the o...,-ner or • fail d u ving,- and loan back in 
Al·kllnsas, HHlcry Clinton ·la.irns there j~ no mygecy: '1 
.:n, ~w!lderc<i tliiat ~ lu1wni ln\"tstmeht is stiU a topic ot'in• 
quil'j'. I think what we s1tid is ad1tquate." But the CUntons 
wa1 ted until Decembe1· to t rn c,vcr Whitewater fllet from 
t.l ,~ u.ilk~ of Depue)· Coun ,el vmcent 1''oster. who com• 
mittAd ~,iir.ln• 1''1 .Tnlr. '!h1 ... j~ct ~:;: :...-;:~~ v! th6 ~­
that bothers skeptics. Tht t · lb of ~he &t:CUaations is that as 
govtz-hor, Mr. Clinton, 1n r , turn fo1· tlnanciw favors, may 
have delayed the closing of his partner 's S&L, costing the 
ta.-epll::c.'"e :nillion:;. Critics , :tmit tl u:n.• hi J1u hl'rd evidence 
aga.inst the Clintons, but th , v say, why not an independent 
investisation? Attorney G< 1e1·al Reno says that career 
pro.secutors in hor departmi: -it a1·c- on the c:isc, and Dcmo­
'.i"!\ti n~t, th~t it •.•:c!i P.cp ,blica.."li ·~·ho kill~ Lhv lzulo­
pendcnt proftec:utor law twc ye~r~ o.,o, back ,vhen Rcpub­
lieons were still in the Whitr Hous~. J ohn? 
JOHN S~: Lloyd C\~ ler, the Wbit ew.ster fl.let have 
produced 50lhe very l,jittn • beh:ivior out of the Whitt 
Hou.so. First Mark Gearon l ad to admit that ht chose hiJ 
words carof'\Uly to mislead ht preu when the fUu were 
tllk&r. out of Vince Foct,~r•, oaicc. Secondly, 
Stcphanopoulos and Eller r i,?] on Sunday said tho rues 
were sent m•et·. Now Dee De, Myel's bu to adniit thot they 
weren't sent over, 8hd now J .net Reno won't appoint an in­
dependent pTo~tor 'cauS< she said it won't look inde­
pendent. With that bu&.1•1-c l- •haviur a.6 a baclcaround, why 
nre you here opposing The .' ell: ~·nrk Tim.t!s ond the VS.-\ 
Today's for an independent p osecutor? 
LLOYD CUTLER, Form. ·r Colll\!lel to President 
Carl.At- J'v~ ~ n in f:ivn: cf :m ind.,p.:ndent w i.1.u~l 
s tatute from the very beiinr ng, b'Oing back to the time it 
wu 1lrst passed. I think you. John. ln your administration 
ha,·q been ~J{Ui:ist it. I t 's a r ,c i.tNl ~' that afbr you lulled 
the independent c:oun:.el rte utt:, while yuur admini11tta• 
tion htld, the White Houae. N ,w yo"' think that we need lln 
indep~n~ent counsel s~tuto ,r w~ ou,ht to •ppoint 111 in­
dependc~t eowu:cl-

8UNUNU: No, no. Soo, you'ro znisrepro5entlnrit, Llo~-d. 
Mr-, CUTLER: -a, t:K>On u the other ~idt hold¥ the \VI-: 
Houat. 
StJ'Nt1SU: We said It "'" redundant btc~use the atto1•;: 
general always had that r•ruhi.tion. We're ukinr thu 
tomey general now tQ tnrcise lhe right Uu,t Republic.:1 
always •atid wu thCN and didn't need a law. 
Mr. CUTLER: John-
SVNVNU: That', how-
Mr, CUTLER: - the times whc-n ~ independent couw­
ia called for under the statute or wbel\ am attorney gent!l 
should do it on his or her own i11 v.·hen there is 60111(>. o, 
denct or a possible criminal violation by a hiifl govem mc: 
official , such a.. the President. The law doe81l't even co1: 
into effect if there is no evidcn~. There is e,idenct, ii 

paren~ly, about Mr. McDougal, and there i$ a J~tiCt! D 
putment.:rs.ndj~ry 
m:GU:-.i. IIc-':-1 i.iu~ pl:lrtller-
stJNt]Nt;: So your l'iparole about a statute a minute a;. 
ic really disine-enuous-
Mr, CUTLER: You dc.,n't appoh1 t tm independent coun!, 
jutt because someone is being inves tigated already by tr. 
criminw. division and the President'11 name hal)l)enli 
come up m the inquiry . 
SUNUNU: So you~e r oally :inii:rtpresenti11;-
Mr, CUTLER: What suggtstion 1, thtrn that Preiddenc­
SUNUl'<ii-U: 14lovd-
!\of..r. CUTLER:°' Cli.-.t.;n ot Mn. Cli,,~uu \'iui•wu IUJ,>' i~~ 
tral criminal l11w? Which i• th• business of the Dtpim 
ment of th• Justice. 
iaNSLEY: Let', stai·t with that . '!'here is no evidenc:c. i 
there, thnt. P,'\:t;1J 1:1nt or Mrs. Clinton ,·ioilltcd any focicrr. 
criminal law? 
VrlLLIAM BARR. Former .Attorney Coueral: Well , . 
there wss hal'd evidence you wouldn't need an invc,ci~ri 
tien, ~d thnt'3 not thic-
Mr. CUTLER \Vhat infol'mation i, there? 
Mr, BAila I'ln not-
KINSLEY: \\-"hat eviden'-'e, hard or soft, l s thenl? 
Mr. BARR: Th~ h~vt of the •lltptlon ii Ht forth by JJrz 
L<:•cb• ._ho's been doh,1 an in,·osri1a:ion on t.rua. Hardly­
t can't think o{ SOTT\Colle who'5 mc,re bipartisan on the Rt' 
publican , ido than J im Luch. Bnsed un his inve.st ignti<m 
ho's wi·i ttcn o dory in The \Va~hir1glon Post where he la,,·: 
out the heart of the allegation, aud the heai·t or the a: 
legatiun-
KJNSL.EY: He!.s got the wlcgatiou . \\-'here's the cvidem:c 
thou,ti? 
Mr. BARR: Evidence is not the threshold. lt'.s cref3fole aJ. 
legation$ of wronf'doing that require i:ome inve~tigation , 
and the heart or this i»suo-
Mr. CL1TLER: Ia tht ....,-n;,ngdu.ii,~. ~ i~ t!1·aj crime? 
Jlth. BARR: Well, the heart o( this allegation­
Mr. CUTLER: -even if it happened. 
Mr. BARR: The heart of the allegation is that thtl'e wa~ .i 
federiJlly ir.i -Rut·cd S&L thilt WL-; pilfered inaidt, th" W'1~· 

hund1·cda of were- hundi·cd. of such institution, wtrt· -
KINSLEY: Right.. 
Ml'. BAR~ -a~·USi th~ countr,. 1 put away 4000 people 
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durlnf twn )'flRra fnt' tinint; that Tho11o r11r~ ... t'f' tho ill• 
ititutlon, the alle1atlons ai I here, that th~ Clinton, wee 
part of an inner clrclo thn.t < irectly benefited from that and 
indeed that Clinton used h t Authority to keep thls piw 
h11nk "I'•n. Now, I'm not lk!ng a pctitio:1 0:1 whether 
these will ultimately prove to be mtl'itoriou.w, but I don't 
think Lloyd Cutler can sit l orR1 nnn T wnnln ~ !hock~ if 
the attorney general would say, that t~re i1 not a bui1 
toda.,v for inveirtigatinif an l ravir.wine rh" huain'-'~' l\t• 

ti\'iti.es of the President and :he First Lady. 
KINSLEY: Look, no one is ,ga.i.n.s,t invo1tiptinJ certainly 
Mr. McDouaal, but even T. 11 Woll St,wt Journ.cl, which 
is- the editorial page of Th- Wall Sn"tat Journal, which is 
Clint.;:.'.; b~r&hHt a-itic p; ·,b-.hly, SuYil lLc,'v l• uu vvi• 
dence, not no ct"eclible evidr l<:e, there i!, no evidenoe that 
Clinton in any way trlec to innuence the Arkanus 
rt£U}ators oftlWI S&L 
SUNVNU: Lloyd, one of the -~it-
Mr. CUTLER: Even if h e di l, th•t would not violate feder• 
al ltw. 
SUNUNU: Lloyd, the be~t time for a. prosecutor to be 
named ii when you're innoCf .lt. Wh_y not deal with the per• 
cept.lon of a. problern by nan~ n1 lln inve..,tigator, clearinc it 
up and moving on (01· the tia} ,3 of the pt·esidency? 
Mr, CUTLER: John, if you :tid that every tirne there was 
an ordinary c:riminal inve1- ·iptlon of Joe Blow or Mr. 
McDougal and the name of,· high go"ernment official hap­
pentd to come up, becaw;e ti e individual was a friend or a 
bu!inou aaeociate, you w• uld then appoint a special 
counsel. 
SUNUNU: That wasi the pr.i ·tice- for 12 yeat•s­
Mr, CUTLER: It wu not th• prnctioe-
SUNUNU: People madt tl: 1t call. People were makln1 
that call 4'0nstantly. 
Mr. CUTLElt It wu not t \e p1·actice wile~ tome b.iah 
government official waa beir. ; inve~tipted for hil poaalble 
,•i,:,h,tfon of a f'~~r•1, ~-imin, ! b•.I!'. 
Mr. BARR: I think we're lo ing tht! view of the forest for 
the t1:ees. I think everyone c, :i 4'tl·cc ·with the premise that 
there are certain cases that are so sensitive an.d serlout 
that they shouldn't be treat •d a!l busin~! ~ usual, ,md 
whether you believe in the rr echani,m or a statutory inde­
pendent counael or somethil1 ! lessor, such as the attorney 
1eneral brinring- in n quasi indeµendcnt person or even 
using a hand-picked SWAT r ~am of the best people in the 
dc~artment, aomethini cxtr: has to be dont to ihaurci the 
public that there's not 10il1i to be political fixin1 in the 
ca'8, that the ea~ will be pur;.ued virorou,ly, ju.st u 
vi,oi•oualy apinst anybody !lse, no one will be cut any 
slack. 

Now. here's a case wbert. ih 01-dcr to develop it, and 
these cues aN diffic:ult. on • has to blow throush some 
l'Oadblocb, maybe cba.llen g< privilc,es, maybe ask the 
President to come before n gr md ju1-y, maybe Ask the First 
Lady fy do it, maybe 5i'{U~"£l ilvlll\! ur Lhe Pr~ident'1 best 
!ri~ndt down in Arkansu.a. ;.. ◄ltl~" lo"·•lcvcl caner prose, 
cutori to do that, in my vie\\: ruru the risk that we're not 
lJOihf to hi1Ve a tbOl'ough invc 'tfrdon. 
KI~SLEY: But, Bill, isn't it lror.lc. to HY the lo~. that, 

u Uo,-d '""~ ::ny.in; ~of'oT~, '\'\'bcn R-p~bllc1m1t w•r<t 
pawl!', you peoplt oppoaod the special pro~c:utor, and nc 
beczl&M, as John •aid, It w•e re<:htndant-
SONUSU: It wat redundant. 
~.r. B..\!'..R: The ~-cicl proaac1..t;;r 1aws­
KINSLEY: You ~ever-
8,-~1- That'• .., .. ... ,,.. ♦\. .......... mA .... oL-♦ ···-- _ _ , 1 un4:.•.&, ~ • • . ... • ., •• .,. ....... W t 6-.1. '-'••• 11-lt111'1, UC.,O UU:£U'C 

that it wa1 redundant. 
WPT11...c.-r t:OV. J .. •t '" ~n"'"°'d Wh-f\ '"'" m'IY'!"•"~ th" n.--,.;_, .D.!J.,D~& • .......-• .,. .,.., ..... · ...... ,1 ..,._ -rr"''"'"""' ... _.,,,ti'' '''" 

mettt of 1pecial prosecutors, for example. for lntn-Contra . 
don't remember-
Mr. BARR: J wa.t not there when•-
KINSJZY: No, no, but when the Republican• did. Yo1.1'I'· 
our RepuhHcan tonight. I don't remember any Repubhe~u 
1a,inJ, "Y(!U know, the Attorney General Ed Meese will ap 
point an indeptDdent pros~tor who will be ahnuat as ir. 
dependent." I don't recall them ,saying that at &11. 1'he: 
,aid, "No, thtr. ia no need ror it. l• 

Mr, BARR: t have •lwqs aaid-
JCINSLEY: an't it ironic, to IIY th• least? 
Mr. BARR: No, it'1 -not Ironic at all, Mike, and the u1de­
pcndent counsel s t.atutc iis irrelevant to our djscul!.sion. 
KINSLEY: Why? 
Mr. BARR: Because it's a tyJ)e or mechanism for bringin1 
in extra help, and I htVt! :ilwaya said, and I elwaya actcc 
as attomey general to brinr in extra holp. I appoi..nte,: 
thr-ee Judges in special situation. On th<? Silverado matter . 
which in""'Olved hypothcsc1 and fa r le&& specific alleptione 
than '1°C bcin, made now, I didn't let thl·•• relatively low• 
level peoplt handle it. 1 brouaht in the D"1lu Bank Tuk 
Force trust h•d juat put aw~ 100 people. and 1 sent in a&n 
ll'l'A,Y of FBI agents, and no on• ha£ criticized that invt!!iti• 
,ation, because t went for the best to usurt that it woulc 
bt dOAe. In thi.s cue--
Mt-. CUTL£R: I ajtH with Bill that )'O\l ehould go for the 
best. but don't you think that', been don•? Thia i$ in the 
hQnz or ~ i.:;uoco:- criminal diviaion reno~. originally ay• 
pointed by a RepubllcM president, you told me outside, :i~ 

a U.S. attorney and wh1> thtn went into tht carccr .scn-ir:~. 
II it 'becotne5- and the President, b•furc the Justice De• 
nllrtmP1it Mlct'fl tn ~~ hi~ fil~. has o!l'tnd to Nm (!'!~!' hi~ . 
fileA. 
Mr. BAJUI,: No, I don't think-
Mr. CUTLER: If more n~s to be done as we 10 • long, 
more will be dMo, but befoi·e you appoint a so-called spe• 
cial counsel, which everyone will usociatc with the Eel 
Walahs and the othet· inde~ndenl c:oun&clt; appointed u:\• 
d•r the statute, don't you ht.\'e to at least get to the ~oi:it 
where you think you h11.ve a buia for investigating whi:!thr.r 
a high pcrnment official, here the PreEident, or ~ossibly 
even l!n. Clinton. violated a federal criminal law, and I 
haven't beard anybody sugccst th11t. 
SUNUSU: Tb~ araumcnt-
Mr. C'OTLER: What you mention-
SU?.-uNU: It's been sugested that there we1·• erlmimi 
m•ttcrs to be invutiiltin1 in the savings and loan-
Mr. CUTLER: InvohinJ McD0u1al. 
StJNVNU: Nohod1 atsking that-
Mr. CUTLER: And that has happened. 
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SUNUNU: -anybody !n particul&1· be invHtipted. 
They're uking that the who , tnftttrr be invoatir..ttel 
Mi-. CUTLER- It i& being inve11ti1•ted by career proee• 
cutor•. 
Mr. BARR: Look, this case- • 
SUNUNU: RTC ,aid th-.1 there was a p06Sl.Oility of 
criminal Violations h\ the ;;a, ings and loan matter. 
KINSLEY: Bill Bart-
Mr. BARR: It'a exac..tb' 1il e ii c..asc that came ill your 
watcll, the P.lul Curran (sp'> me.tter. There wa& an allep­
tiun that Berl Lane.., u th,. hf!An nf t.;... ,. N ~tir:m~i B«n.'Lt ~! 
Georgia diverted- £ent m, ncy- lent it to the Cat1trt' 
business, the peanut-
KINSLEY: Right. 
Mr, BARR: - fol' a wal'l \ouso. Th• statute w8$ in• 
applic:ab)9. So there was nc ttatute tu rely upon. Griffin 
Bell appointed the R<ipublic n U.S. attoL-nl)'- former~ 
publico.n U.S. attorne}t-
KINSLEY: Sounda juf.t lik whAt Clinton- Janet Rc:00 
h'-5 done. 
Ml-. BJaRR: A Republican fo, m(ll' U.S. attomey­
SUNUNU: The •~cial inve14 iptor. 
Mr, BARR: -who was not i , the depar tment at the tittte, 
wh<>-- the Southern 0£.tric of New York. who wu well 
known at the time, had a lot ,r at11.tunt, and he conducted a 
aeven•month investigation . ~ ow, I think Lloyd would have 
to aifee ~ith me that-
SUNUNU: And f'ound nothir. l, and that's important. 
Mr. BARR: I would think Loyd would have to a,ree that 
the allegations that -,.-ere ,. ,ade tyinr Cllntoh [sic] per• 
sonally into that were far lo~ ; specific than tbe e.lleptions 
that are beini set forth now. 
Mr. CtJTLti-il: Oh, no, they wCTe much mort specific. To 
begin with, Grifflri Bell had \ problem because he and his 
partner Ch&1rlie Curbo (5-p'!l :n pri\'&te life il') the Keynes, 
Spalding (sp?J law flrm we1·, the penional counecl f'or for­
mer Presid~nt Carter, 
SUNUNU: Let'• not debate t ,t Carter c,ne. 
Mr. CtJTLER: So he had a p ~~n:&1 conflict of interut. 
Mr. BARR: \Vas then, 8'ide1 ce-
Mt-. CUTLER: Second, the ~ !legation was that the monQY 
loahcd to the Carter war eh ,use befo1-c the election wu 
really on illeeal campaien c •ntribution and that the pro• 
c:eeds had been 1.1$od to tlnan, )-
SUNUNU: Lloyd, we've iOt t·, brekk hel'e-
Mr. CUTLER: -the carnpa. ~ - Yt had involved high gov­
cmmont officials. 
St.r.'nJNU: We'...-e rot to brc: k he1·e. \\'e'll be back, as we 
continue our investigation c • the pMsibility or a special 
prose~tor. 

MPORTER- Oo )'OU su ,port the idoa of n'1ming of 
,pedal pros.cuter for the- to investigate the 
Whitewater a.ff'air? 
Pres. BILL CLINTOS: t hovt nothin1 to aay about 
that. I've said that we'• • tu,-ned the r ecords over. 
There'• nothing else for m• to s ay about that. 

{Cm,,.mereial b~ak} 
St.JNUNV: Welcome back to -~OS!ru-e. The White House's 
Christmas wish WiUS (or the Vhite,vater s avings and loan 

~ to ro •way, but it &till linpr1 on. RepubllclllJI havf 
bMn calling tor a apecial proac!cu~r to inYtltlfllte wha: 
teally happened in the Arkaru;as S&L la.nd inve&tmen: 
deal. and pr<!ISure is mountin~ for angwers. With u: 
tol\ipt to di8cuse it is Lluyd Cutler, who is furm c1 
coun!Clor to President Carter, and William Ban-, formG1 
at+..omey ieneral fgr Pr~1ident Buth. 
KINSLEY: Bill Barr, let's return, if' you don't mihcl, t.c, tha 
(luc,tion or pouible Repl.lhlican double standard» on thi~ 
quution of indepe.ndcnt prosecutors. ~ow. the cuo 11.iclinsr 
L-tW?tnee W11l!h, the lrtn•Car:tr~ prase::!.!tar, W!J? th~t h~ 
WU out of control, it went Oh tm· years, he wasted million,; 
of' tuptytr dollars, h~ brought unf'air chara-es, and this .:..: 
what happens when you have independent proHcuton 
What's to stop tr.at t\·om happcnin1: if there's an independ , 
ent proaecutor nf tht 'Whitewater caae, if indeed th».t w,u 
what happened? 
Mr, BARR,; Well, if the attorney w·~ncral appoint• the ))l'OI· 
ecutor, then th• atto1·noy 1cmor~I could pull the plulf v1~ 

th,t prosecutor if th•re wa." gufficicnt abuse, but it would .1 

u·emendolli politii:al difficu.lty-
KJNSLEY: It's Dltnctly right. 
Mr, BARR: It would bt a tremendoll!i political difficulty :o 
do th■t. 
KINSLEY: Th1St1

5 the problem. 'rhnt1a the part- you c:w!: 
have it both w¥y.s and say, on the one hand, it 's jul'lt 11 ::s in• 
depcndont H if thert {1 a truly indt pendent pr06ecutor, <;c 
you don't n~ed the law, and on the other hand, there wou!ci 
bo- can't bt tll·fld-
Mr. BARR: Mike, you're m1:1.kin1 the pol'?ect the enemy o~ 
the px). Having low-lenl pemment people, and tht1y'1·"' 
good lawyers, I'm sure. Teehnk~Uy thetrt rood lawyer:­
and they're dcdi~ted people, but havinr them, expe<:tins 
them to makc decisions about wht!thtr to c:aU in the First 
Lady. whether to challenp a privile~ c:lilim end so forth , 
that's unflh·, imd th11.t111 unr~alutic, and we don't nted­
KINSLEY: An you-
Mr. BARR: We don't necessarily n~d the full-blown. 
statutory. perfec.-t, in your view, independent couns.l to im, 
prove the situation. 
Mr. CUTLER· 0 1· a special cou11i-el for that matter. Look 
what happ.ned when ,vou aappointod Judfte Lacey, lsp?l " 
very fute Republican former judit, u rour !ipeclal c<1unJ1cL 
rather tlusn appoint a statUtOl')' indel)fndent oouni,;c\ in ur­
der to look into the {;(),c:illed lr•Q•llitO affnir, whether Busl: 
administration officials had done ,omethlni criminal tc: 
cover up ltaq,,-tt, wppMt tor Iraq. 
Mr. BARR; Som• people madt-
Mr. CUTLER: Judi• Lacey, whn i:1 a fine man, and as for 
1LS I know- V.TOte • fin• report, wu immediately c1itieizeci 
by Bill SAflr• u hrsvin1 b~n &1ppciinted as a friendly, sup­
posedly, rpet.ial eou1'Hl. 
KINSLEY. But, Bill, would you-
8tJNtJNV: tJoyd-
Mr. CUTLER: Anci tha t'a exisctly what TM Neu• Ycrh 
Timu said in its tditoJ'ial. 
KINSLEY: - sv.·car that if this was e Rtpublic■n •dtni.nii;, 
tiation and a Republican Whit~ Houise 11nd a Rcpubliccm 
rirst lady, and there was some talk about subpoentsing the 
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fiut lady on tbe fact.a that art nuw availo.ble that tht a.. 
publican• wouldn't bo ,ere- ,min1e and ye!linr proaoc:utorial 
abuse? 
SUNUNU: I wouldn't 5'\·t . r that the Democrats would M 
,creammr &nd yellin&r for t .ii kind of a prosecutor. 
Mr. BARR: Look, lt doosn' adv.Jnce-
SUNUNU: You've seen it. 
XIN!:LEY: Thuy wuwJ. 
SUNUNV: ThC7 wo!:ld. •,•:c lld.n't H.c:y? 
KINSLEY: There's a doubl i 11tandard on both 1ide1, but at 
lea.st the DttnOC!'at• art H .' :ng, 11.ppoint- bavt a law­
SlJNl.TNt.f: Mk~Hl, y!)ut ;:ond frier.c!c The New Yo.-t 
Tim.es and USA Todc)' in a 1 . cditorio.l are ukihs for ~i,. 
Mr. COTUR: And they w, uld have a counael appointed­
SUNUNU: Your good f'ricn , 1. 
Mt-. BARR: Talking about dn~hlt ttande.rda and !%iakin1 
the point that probably pee _,le on both &ideA, to one extent 
or another, have politi~l r ,otivntions doesn't ad~nce the 
h,lll. T t:hinlc Tiu;, ,"Jl!w Yo1· · T!m1ti cd!torlal this morning 
was right on point. Let's p 1t pnlirir~ llftid- Anti ll!'t.'J!; vif;!w 

t.l-1~ m"rit~ ~ th~ ~-~ ar.c uk wh~t·1 r'.¢.t ~ this c=c, 
and what's riibt in this ca: • is to pl'ovidc ~rn• as&Urance 
that there'1 going to be a igorow. IU'ld £,Jr inveattptlon 
done, and !f Janet Reno Wt :-e to appoint a sitting U.S. at• 
totney, for example Mike C ,emoff Lsp?1 up in New Jerse71 

who'a one ot the beat in th, department and known to be. 
who they have kept ori u ; U.S. arto1·nty, rd ro up to the 
Republicans and 1ay, .top · be hoot and the holler, the job 
'Aill get done. and that's a Ii :ting perMn. 
Slr.'«JNU: Uo)'d, Bill Barr )efOl'e the break-
M!-. CUTLER: Could I 8nS' ·er th:it? 
19lJNt1NU: You can answei- tin the answer. 
Mr. CtJTLER: All right. 
SUNUNU: Bill DB.IT, before the bl'~ak. pve an cxplenation 
of why you ouibt to appo :1t an independent coun,el to 
show that there b nothin1 wi·ahg. That parallels alm~ 
exactly Janet Reno'• own ntimo111 be£orc the Senate a 
few month& agu. Now she's I ever!fed her field. What kind or 
preuure wu put on Janet Reno, the attorney ;eneral, to 
c:hanphtr-
Mr. Ctrn.£R; John Su.nu ,u, if you think that pre5wre 
can be brouc}tt on Janet i :eno, you'd better talk to the 
people who are now in yo i..r f'o1·met' chair in the White 
House. 
SUNUNtJ: Well, then what n1Jde her chane~? 
Mr. CUTLER: Janet Reno 3, ,-nth all due r~ect ~ Bill, 
who I think wu a very i 1dependent attorney pn.r&l, 
Janet Reno is the first attor :.&>· l{eneral &ince Nick lutien­
bach and Ed Levi, and that : ·oes back, 25, 30 years at leut, 
who baa eon\tin~d the J)ubl c of hL.;. or her total independ• 
ence. Let'• 1ee iE l can ma .. e some common grou.ncl here 
with Bill. 
KINSLEY: Not too much. W, don·t like tbat here. 
~ - CUTLER: ! ~u th~! th~ e~c, bccc..:ac th• PrRKi­
dent's and Mrs. Clliiton'i :u mt~ hAve bffn mentioned, in­
voh·es- &hould have some ~~ci.i 1 handline. I think it ia 
getting special h&ndlini. Th •~ is a &rand jury. There is a 
criminal investiration i:,f '. h11 R'f~ r.hAYe-"~ -!loout Mr. 
McOoUial The person ~fo~• ed tc, run th1.t is a Repl.lblica.n 

catwr proHCUtOt", oi-iginally tlppointtd U.S. atto1·twy by 
Republican. Thore ore people •li<lve him in tht lint at t: 
Juatice Depautmcnt. If lt'a necess&J7 to question eithtr 
the Clinton$ or to see their documents, you know lh 
they'k't ft)ing to be made av.;llble. 
SUNUNU: In that scenario-
J&. CurLER: And if at some point. and it certainly bas, 
happened up to now, there ia 1omo indication wari-ant:1 
Author invHtiJ&tiuu U,aL c;tl11:1· ur Uu, Cll.J1tum, ha~ 
might have violated a federal "·riminal law, that mii{ht l 
t.be time to &pp<)int the »pedal er,unsel. 
SUNt,'?\'U; Ho-;.• abvut it there's an u,dkatii:iii vf ca v1.1nii.: 
violation of a mte law'! 
Mr, CUTLER: A state law would not trigger­
SUNUNU: Becautc he'! now a sitting president. 
Mr, CUTLER: -not trigger the indepcnd•nt couns 
statute Abd should not. 
SUNVNtJ: It', not the statute wt're talk.in& about. 
!!:', Cl.'TT.ZR; .A.=d it :h~~tdn't triggar-
-~"'-"'T• n,.,,.. .,.,11,i ...... "~""' t l-."' .. : • .i..~ ,..f .. i.,. ..... .. , .• " . 1'1_,1,\.1.:.,\... Yl-•- .-••••••• -.-.,--.. -•- ••o••• - •••• ..,.•w••• ... 
general 
KINSLEY: 'l'ht &ttoi-t11ty ~ncra) can't investigate viol: 
tions of state lows, John. 
SUNUNU: The attorney general can name an independe1 
inYtttiptor-
KINSLEY: I defer to the coun~el for your side. Isn't lh~ 
cortec:t? The attorney renei·al can't invcstiiate violat.io::i;; l 

■tat. Jaw. 
Mr, BARR: That's true, but here a violation of ita~e l,1· 
would probably also entail a violation of federal law. 
IJNSL£Y: Well, ihat- 110 Ahead. Well, that brinp up 
point I wanted to ask )'01.l about, tht m•rit• or thi$ c-..1~, 
1his Madaon savinp and lo1tn1 owned by this i U 
McDoug1l}, their busin~ss partllr.r, cleorly wu alluwed t 

\'tln~n open way too long, and ~tatc rtgularo1·1 m11,Y hi,s 
fallen down on tho jub, but &unly federal rcau}ators fe 
down on tht job. too. The feds could b11ve lihut the pla~ 
down. too, couldn't they'! 
Mr. BARR: The (eds we1·e tr:Yini to .ahu, it down ti.nd we~ 
adviaing curtailment of ita ttdivitict. TI\At'I my unde1 
stecim.s, llCCOrding to the ne-WSpt:<pers-
Mr, CUTLER: The only thjni I ~ 
Mr, BARR: And it was in the face of that, chc (cdort 
dttermination that it was an Ull-4<>und and unaa(o instih 
tion th~t action was taken t.o keep it npon, aind [ think th.J 
thtre w-e specific allegations about the role that thtt fm·mc 
pemor played and-
KINSLEY: 'rheTe are none that I know or. 
Mt-. CUTLER: There lil'e none th:lt I'm aware of. 
Mr, BARR There are p1:0ple who say that he dtlibcratel: 
,.tecttd tht&t particulo.r reguhttor on the 11dvice o 
McDoupl. 
KINSLEY: Ther• ia no-
'!Wr. nAnn• T j~"t wtnt t!u-.:i~h 20 JJIL~~:, •.:r :;pt".:ll!:: lili~j,j~ 
tioru; and n1wspap1n. There's a lot of allegations-­
KINSLEY! Th~n:•s a lot of ailegation,i, hut there's no ev1 

dence. T could alleiie that you had eomethini to do with it 
you know. 
SUNt'NU: Lloyd-
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Mr, Ctm..BR: TA. Wall Str--et Journal Biblt ot-
Mr: BARR: M)' docurnenta w"en't bNn requested by the 
Department ot Juttiet on t ,ia ca.~. Now, why la the de­
partment re~uting to rev 11111 all thtH ·docu.mentl? Th• 
botton:illiw-
Mr. CUTLER: They haven't u fa1· u I know. 
SUNUNU: Lloyd, do you w: nt to predict whether we will 
&et to e lnd•pendent proeti. .1tor? . · 
Mr. ctJTLER: I prtdia t 1at the independent coun.sel 
atatute will be rep&Htd an, that the Republlcana, led by 
Bob Dolt, Will pt it repu11 d ao that they can invoke the 
proviaion that alloWI the Rt ,ubllcen, on the HOUH or Sea, 
ate Judiciary CommittH to aak fo, an lndtptndent 
aoumet-
KIN&LEY: OK. 
Mi-. CtJTLER: --.nd put .: !lllet Reno to tht point where 
1bt must respond to that cla m. 
EINILEY: Gi,t to out J''-' 1 o,fr Th1n,h. t.lnytf r.ut.1er. 
Thank., WilliPD Barr. John and t will haY9 • couple of~ 
ond.a ihju1t • moment. 
/Commercial h1't0l,J 
8t1Nl.1NU: Mike, you don't nefd to pa111 law when on••• 
not needed, Janet Reno ha, the outhurlty to appoint this 
luuJ uC -.u un-t:5•u.r. Oh• ,uv-t t.o do it. 
KINSLEY: John, the iron , hue is, if thtt Republican• 
hadn't been &o stupid and a· roat~nt two yea.rs a,o u to kill 
that ,:pecial proatcUtor law. rbey thenu1elvet-
8UNVNU: Mike--
KINSLEY: Bob Dolt him54!1 '.-
~: Even with• Den ocrnt-
KINSLEY; ~uld invoke \ special p~ecutor, You IUYI 
thoupt there would nevei· be e Democrat in th• White 
Ho\&Mapin. 
SUNUNV: Mike, even wi b a n,mocrat iD the Whitt 
Houae. J 1,hlnk the law ia al: id idea. 
IONSLEY: Why ls it a bad idea it it 's redundant? You say 
it'&-
S1JNUNU: Becaua1 what t does is c:reatt 1itu.tions in 
whfch people \lit it misch tlvoui.ly. The altarnty aeneral 
baa the rilht to do thia. She ought to do it. 
KINSLEY: I a,ne she oug it to do it. but an independent 
pr068C:Utor would be truly ndependent with a Jaw. From 
the left, I'm Mikt Kinsley. ( ,>Od ni&ht (or Croastlre. 
SL'NUNU: Fram the rflh , rm John Sununu. Join ua 
qllin tomorrow nilht for 11r Jther edition or Crouflre. 
l\'Tilif;tXY: Pritruu\'wwi ii w:n . II. ril'• Barna.~ Shew to 
t.u ua what'• comlna up. 81,. .'!lie? 
BEIL~AIU> !UlAW, PrurcNcws: Th~nk ym,, Mir.httl. 
Comlnr up at the top of th• hour, much of the East CoNt 
i1 beintr hit hard by enow. \' e'll liv• you tb. I.teat on ru,ht 
del&ya and travel informts iOl\. And a Celifomla woman 
suff'erin1 from leukemia •a: • it ccimt t'rom a nuclear plant 
whp-e lh• Wltla W WY&'L ni 1M 1torie1 ind more j u..-t ahoad 
on Prtm,Ncw•. 

Copyri1hl C fr94 ~ · Cabu Ntt~·• Nv.work, Inc. 
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CLINTON RIDES IT OUT 
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 personal 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 questions 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 question 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. I t · is 



'~· 
f • • 

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 
f or 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 once in office. 

I t 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 persona l 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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Special counse~ is ·needed 
TI1t 1X1lilical world truly hat turned oo 

it, head when Washington Republican, are 
clamoring for the appointment ol an inde­
pendent counsel while Democrata atnin to 
e:111plain why one is unnecesury. For thoae 
not blinded by partisanship, thoueh, the 
controversy over President Clinton'• Ar· 
kansas banking and real estate deals re• 
quirea the scrutiny of an independent c:oun• 
sel for the ume reason Watergate and the 
Iran-Contra scandal did: The inteiirity of 
thl' presidency demands that no 11dministn• 
tion. Republican or Democratic, be placed 
ill the position of investigating itAelf. 

Unlike Watergate and Iran-Contra, the 
allegations surrounding Preaident Clinton's 

· Arbnsas activities do not touch on funda• 
ment.al constitutional issue~. However, the 
alleiiations do place the administration un• 

, dcr a cloud that cannot be lifted without a 
lull, i1111cpcndent inquiry. 

, . 

1 The controversy center• on President 
and Mri.. Clinton's tangled relationship with 
Jame~ McDougal, an Arkansas savings and 
1011n uecutive wl,u 111,;u wu the Clintona' 
partner in a real estate investment compa• 
ny. McDoug:11's Madison Guaranty Savings 
and Lo;in bailed Clinton out of a $50,000 
debt, money Clinton had borrowed from 
another b•11k i111J transferred to his guber• 
natorial campaian. The Clintons and many 
of their poli tic.ii associates profited in other 
ways from their lies to McDougal. 
· Madi.~on Gu11a11ly eventually went bel• 

ly-up, resulting in a $60•million federal 
bailout. Critic5 say then-Gov. Clinton and 
the former Madison Guaranty lawyer whom 
_he appointed as the st;ite'a top bankina 
regulator were, at Lc .. t. lu in their over• 
sight or McDougal'• many dubious enter• 
prises. Jim Leach of Iowa, the respect.ed 
ranking Republican on the House Rankina 
Committee, goes further. He saya Madison 
Guaranty served as "a pri\"ate piagy bank 
for insiders :ind the Ark■OMI political es• 

tabllahn1eut" - i11duding the Clintona. 
lf this were ,imply a rehaah of atoriea 

dating back to the preaident'a dayt In Ar· 
bn5as, it mi&ht not wvnnt an outside 1 

investi1ation. There baa been no document• 
cd char1e that Clinton committed any 
d'lme related to hla dealinga with McDou• 
gal, and the ori11inal accuutlon.a dqn' t bear 
on his conduct since becomlna preaident. 1 

However. one important element of the 
story doea lead directly to the center of the 
Clinton White House. Adminiatratlon offl. 
ciala acknowledged laat month that White 
House aides removed files related to the 
Clinton-McDougal partnership from the of. 
fice of deputy White House counsel Vincent 
Foater in the hours after he committed 
suidde. The president belatedly promillecl 
to t :.:,_...n those files over to Juatice Depart­
ment investigators, but their auspic:iom 
removal makes thia c&1e both more aerioua 
and more current. 

Attorney General Janet Reno, whose 
department is inve1ti11atin1 the cue, ar• 
1ue1 against appointing a apecia] countel 
unless Coo,reas revi•es the Irn:t 
Counael Act that expired in 12.ffer 
poaition has merit in a technical aenae; a 
special counsel chosen by Reno would not 
have the ume autonomy u a con~uion• 
ally mandated, court-appointed tndepen• 
dent counsel. 

However, that ia not the choice current­
ly facin& Reno. Surely ,he underatanda that 
a reapected apecial counael of her own 
chooa1na would inspire more public confi. 
dence than the on1oina ln-houae ln-.eatip• 
tion poaibly can. Thia caee doea not affect 
only the praident'a credibility. Raio'a in• 
dependence and the inte,rity of her Juatice 
Department alao are being put to the test. 
She 1hould place benelf and Juatlce at 
arm'a lenlth from thja inveatlption. And if 
the president hu nothina to hide, be will '. 
encourage her to do ao. · · 
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&panding the Alliance 
T HE NEW ELEMENT in a ye.arlong "whither 

·NATOr debate is the sharpened sense of 
potential peril emanating from Russia's twn 

toward an aggressive, extreme nationalism. The twn 
is evident in the travails of President y eltsin and his 
reforms. in the greater weight of the military and in 
the rise of the chauvinistic Vladimir Zhirinovsky. 
These devdopments have had a special impact in the 
formerly Soviet-axrtrolled and now indepenclent mar• 
ket llemocracies of Poland. Hungary and the Czech 
and Slovalc republics. Their fear is DOt so mudt of 
invasioo or direct intimidation in the old style as of 
pressure, political and atmospheric. in the new. hnag­
ining that they might again come wider a sphere of 
~ clntt.ed fram Moerow, they have redoubled 
their read! for the institutional company and patron­
age d the West. They want to enter NATO. 

Unbl oow the United States has discouraged any 
thought of extending alliance membership and secu­
rity guarantees to the east. Instead, Washington has 
offered a gauzier "Partnership for Peace" that would 
deepen ronsultation 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• 

ists and dispirit its reformers. Friends c.all this a 
"Russia.first" policy that recognizes the American 
stake in assisting a c.ountry of pennanent strategic 
heft. Critics see it as a "Riwia-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 Riwia. But it is no Jess 
necessary to advance the American interest in 
<XlllSOlidating democracy in a slice of Europe that is 

•not burdened by Russia's 1,000 years 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 
military fitness can expect NATO membership in a 
specified time • 

-~.,le 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. 

. · Jes to an Independent Counsel 
T 

HE ADMINISTRATION has taken the po­
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 cooperating fully even though not direct• 
ly involved and that the attorney general has no 
cunent 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 
credil>le 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 $4 7 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 JooseJy 
regulated by state officials while Mr. Clinton was 
governor. At the same time, federal S&L investiga­
tors have suggested that Madison fwids 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 transactions. Mr. 
McDougal also helped Mr. Clinton retire a $50,000 
campaign debt in the mid· l 980s, and questions have 

been raised as to whether some Madison fWlds were 
used for that. 

Tbe Clintons say they did nothing wrong in 
CODDeCtion with either Madison or Whitewater. They 
delcribe themselves in the Whitewater insunces as 
paasive investors who ended up losing some 
$69,000, though they have never claimed such a loss 
oo 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 COW1Sel 
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 looee 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 c.alling 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 
nonnal 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 Depanment 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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F'rom Boston Globe Pa~e 3 

Clin .on set to·g~ve Ip 1a d r· es :oday 
::: ·.- Jc,r.r. A:"\·,;:is Fa:~f i 

. ;; •. 01;:;" S:"AJ."f 
p:,n:y of thee proct,.ss as pl-O\-:f.ec: for h.;, f.,deral 
;aw." 

\':ASH!~CTON - Pi·es1cient Cl;r. ton 1s 
: ··:ec:.i:~.~ tr, cc!i\·er cioru:nents on r:is A,-k:msas ia~,ri 
~eai t:i tr,; CS .Tu<tice Depaitr.ient today, a:'te1· r.:3 
·:.\,V•:r s•Jurnt a froei-ai subooena tJ ensu:-e that 
:-;.,,: ". ·: ba- i-:1.:1: secret. · 

.:..-.:~'J:·::1::~ :.., a b11<?i sratemcnt is.;u<?O by B1 :.ii:e 

:-: L. ~csC!y. 3 SC? :-.::;1· ad\~Ser- to the pi wcicnL a:; 
t:ir. t'lr.·s rec/\J·d; oo the \\"hi~ate1· Deve1orr.:ent 

Clinton's inve6Ullent ic the Ozai·ks land deal has 
caused th~ adr.iinietntion considerable politicai paio 
:n re<-ent •nck~. His pai-oie1· in th£: land deal. Jame! 
~cDougal, a one:ime friend, a:de and fund-raisel', 
w-as chairman of an Arkansas sa-.ings and loan that 
~oiiac~eci dw inl! Ciin:Gn's tenare a.s l!o,·emo1· of 
.-u·kansas. cost ing the taxpayer~ ~ much as $50 
r.-.r1lion. 

• -, , F · \t- .: ot ri1:ih·C?1·ed to the Justice Department by 
.: ca r .. !.~. 

C into:i \'ll:rmteered tlv? p~ on Dec. 23. bur a 
'·

1
--1:te House a:-:r.cuncement on 'Tucsriav that the 

,:ci:\·e~· ci:;te r.::gnt be debyed fo1· a fe.,;. ~·eeks as 
~-.;,;; sea.11:n fm· r~oz-ds spa1·i<eci Republican charges 
: i foo1,ci:-agg,r.;r anci a possibie CO'\'er-up. 

McDougai was p1-osecu~d and acquitted of fraud 
:n the savings a:ici iGan case, but federal 
in-a::sogato1s continue to scrutinize his actions as 
li~f Madison Gi.w-anty, tl'ying to dete11nine -
among other things- ifhe pe1fonned illegal favors 
fo1· Al·kansas poiiticians to get favorable treaoncnt 
:rom that state's banking regulators. 

The issue first lU'O~e during the 1!>92 pi-esidential 
campaign. Clinton and his wife, Hina.ry Rodham 
Clinton. say they lost money on the \Vhit.?watei· ci~l. 

Ur.cisey ,n:nour.ced ye.!tercfay that Da\ici E. 
"er,ciail, a .31'.'WJ· ~t i: \\'iO:ams & Conno;}v, -rd: 
:c;,:, c:::i..-, !,~~ t<-da\·. The bci.:es oi cicx.-ur.-:,"!r. t.s tc be 
:):~1"3.! r.~ L::-;:iF,Py sa1ci. inc!udc files kept by 
·; ~:·~n: FG~i fl . t ::o? \\r.iu, H\l::SC! ia·n· 1•· •,;::c 

The Justice Depai-uuent has not asked C1i:iu,n 
fol' 1·C!co1·ds or an e:i.-planation of hfs invoh·ement in 
Whitc,\\·ate1 

•. , r::::-.::t ,:.c ,J1cir.e m J:.ilv. 
K.:::ciai· is :.-ed t~.c J~ucc Depaitn:er.t fo1· ·l~e 

:• Ckct:::i :,f a sutpo.-na." L:r.cisay said. ''::: orcier I.Cl 

:..:!:c·.- :h" mte~~ty oi tr.c <iocurner,t.; one :i:ec 

Earlie1· in ti-le day, presidential aici63 once again 
rejec.'U!d th'! notion that a ~eliai proset-utor is 
neeried in the case. 

from Boston Globe Page 9 

Scientists reported upbeat about Hubble 
results 

Bv Da-.~ii I.. Cr.analei· 
- Ct.C>O►; s-:·.-n-

P.uLl,ll' ~p:i(e ~ lickuj,,. i denti;.s ai-c "ju:up:ng 
up and d,w:n" mth PXcitement as the l'eiut'bisheci 
1cl.-:.,t-o;'I(' bcg:ns r.~• de,!ivE-:· 1~ :i1·!t imp.l'oved 
piu·.1re!-. ;, :'\ASA sµokesman ~aid yastei d:iy. 

As sticn11ru ha\·e r;crf :nmeci the tedio~ ta,;_s oi 
actfrJtin;, ad.iasting and testi:ig the new 
::isu·.ur,l·r.ts instali rd bv a~tror.aut.s la~t nicntl· or. 
::.e sp;;.ce ~n:irt.e Er.<l,~1·0:.ir. eve:-ything il&s gone 
omootl:I~· ar.ri en,r:,-tning 3ppean to be ~'Ork:ng 
perio:<-t!y. scient:r,ta i;ay. 

'",\"e'rt- s::i i!::ig a iot.." said J<1hn T:·a:iger, a 
;;<.1ent:st at t::<> Splice Telc~:ipe Scii>:ice h,3tit:i~ 
~ho w,:,: ka on Hubb!e's main camera, which has 
p1"(1Quc-:ci t.hc f;:·st nf the g,-eati~• improYed pi::t:.u-es. 

.;Jtho:.ig:i a:i the $,:i;nti,tJ involved ~ id tr.ey 
·.,·ou1a 11c,t d:scuss ri~:.ai:s ur.til next "l"eek. F. Duccio 
Macchcttc,. :m arne,nomP.1· at tl:e 1r.6titute, t:Jid 
~·estel"(fa:, thar ~cijJsting the t,:,lE:!<:ope·s focus and 
taking it3 rust ll<?W pic:r.in~ !l:1., progressed "even 
bcpn.j ow· optimistic e.x;>~~-tat iGr.~." 

The !lew p:rni:-es ·.,~:1 be :,;iea.;ed one v.·cck from 
toda v. NA~.o\ offi l'i~1~ sairi \ 'P,IP.J-oay. The image: 
_<~-\!-I'"' ........ ~\,.. -= .:,-., t::~u. t::~ v?l<?si:opa has h:~en 
r.v'<i ~::c_:s ::o'I· p: x:..c::-;~ the nig:1iy detail€'d 
i1nag~ .-.·· :.!tlO!lCTTm·ai oi-,e:c:s th t it 'l'"as origir.aily 
f~et,tcC :o cc::iver t,~;GI f- :ts op:i:a: ;l ;.w. 

: ·:·.e $.! b'.?i:,.,n H _.:\.;( .:t ')t;!1&i;eri i=: p:·ori· .. :c..e 
;:tire! ~::.:u,x,i t · :,;: r·:o~~ r.-.:,dp o:: a~.:.- otne:· 
:,.~ -~ ,. er,e:· b:.. ;.L l';"-> 1;,·,1:i~r.r:d ::: Apni 1?~:J. "t--J, 
•

1
-~:~::-: w~~Ks ~de::t:~~ :(..:'J"l<.: ~r.a: 1: !:ad be~r. 

:·:~:::n:wr..:: .-,; i~c, ::·~d:: a:;:: n-~·d n~t bi! :::-..:~cc. 
17 .. ·. t;;·.,!1.:c,r,.-· ~ ~·~·:1i-. '. e::-.~ f~::oweci 2 sei 1e; cl 

S\!t:lJ: ::~ !
0

('! " t:': ( S 4':1( r.;. ,;o. 'J":a:;~1c.5 a::C S;::~c ~ 
,.:,_j r,:1~.:s:rat:r,:-; l '.l;;t ,:;l ·.1c,;d 2n atttr.,pt !>:," 

Congress to cut. off funding for the space ~tation and 
the loss of the Man Obsen·e.i· probe in Aug-.i!t. &1me 
ssid th3t the Endeavour mi~sion ~as c11c:al not j:ist 
for the future of the Hubble but for NASA·s 
CJ-edibility . 

I.a.st month. in the most ambitioll! spa1;c rr.ission 
sinc:e the Apollo rr.oon landings. a team of ~ ven 
:i.stlonauts replaced a dozen pait.s on the b~•Eizc 
ualescope to repair it& flam. 

They installed new eolai·-p01,;-er p3neis, nc\v 
gyroscopes to control the teicscope's pcmion, a r.ew 
cameu, and an inttl".llTlent C8..ll')~ng a set of tiny 
mh·1-01~ to cmnct t~e tele.scope's \isicn. 

Sharply fot'USed pk'tw·.:s have been uk£-n by the 
orbiticg telescope', main came1·a, the Wide 
Field/Planetary Camera 2, n-hich was the first of the 
r-efurbisbed inetl'UJllent! to be tw11ed on and 
fo~ed. 

And the telescope's sccor.d <:3rr.er~. callcci t:w 
Faint Obje(.'t Camel'a, ha!! be-en tr:iurht into foc-.is 
and wiTI be useci O\'er the next v:eek to take pich1res 
that the sdentists hope \\ill bi! among those to be 
released next Thursday, ~aid Rny Villard. 
&pokesman for the Spa~e Telcst-ope Sdenc;; 
t nstitute. -~ 

One !dentist close to the p roject wno a.!k<?d :i~,t 
to be nameci said he has imQm: for t r.e 13.St w,:~k that 
~ASA ec1enost.s "must be geUin~ vei;,• g<'ori rl:iui. 
ba.:ed on the J,.;nds oi tC!~ts tile·.- ,,.'?, e ~d:~11ii:ii:- a:.ci 
-,n the !mus faces o:. t11rtain offic;a;~·· ~~ i,c· p.3°; ..,i 
t::em ir. the naii. 

The tint o: the new picc-.i:·c!l; . ~~~•<:ct..::d to 1r.c·1u,i~ 
images of the Orion r.ebula anti of a !j),,.' ga:. ~~­
~:100 MtOO, \ni: prooa:>!y bl' r.?:easeci at t!,F- ~-j,SA 
Godda:·ci Spr,.:e Fiight Ce11 t.e!·. \,;::icn t-on t.i, ,\ : ·1 ~ 
.:.elescope. 
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THE REGrsTER's EoITORim 

·They deserve ap.8\yers 
~ollowatodineC%pertmema 

· might want to know what wu done. 
l -4 

··:,.· .•. 

White House 
N,..,, Summary 
hqe --':l. · 

C or.cemt (or the Wlknown am.It- uriDe.,Some han,a around und! It limply 
quences of a long..,o mtdical tc declll, l-131 !la, aW.file o! eight d.aya, 
camed at laat two dozen caDera to SDIID1rC h&ltofMll'ldloecdw po(.tJlcy hu 

contact the Untvmtty or Jon Tulldu .ba,apmdedmdlle.umt.lttabs101181f 
L'\d a few more Wldnelday. TN caDI fol-: wa eJCbt men dlp.io completely vow! 
lowed The Reg11t.tr'o pubficaaon of a rt- •· tbuecondhalf ...... · '"' 
pen of a 1962 uperlmentJnvoiYtna flUde. Dr. Dmd ~~with U1i! 
a.- mediciN. Tweney-flve newbon1 lnfwa U ot I Holpitalnnd 01rdcl chief of nu­
at w Vniventty o! Iowa Holpttala wen dNr llledldnt u the loW'l tltf Veterans 
il\jected with a ra.dioadve llotope of~ Boepltal, Mid •~ \I.Md ra.dio&c· 
dine (1-131). Utt ilaCDpe II Tl . 80 ~ for 

U of I otftdlll havt no reumt io bel.ft't dlapo,dt ~ 11ec&u1e
1

of the dear 
either that tht il'\leCm1I were ~ ·t:mlft It~ co a monftor1J1C ~ 
~ tr.at the parents did llOt give fully tn-~ cu oudlDe a pn b1addlr ~ 
formed conaent. But they .don't havt the fectlon, blood c:loUn Sile )119\111' akeletal 
recordi of the e:ipertm,em, •hich WU ain- ..,_v "" --.., 
ductedatth!°beNltandexpenNoftbe~ cancer, etc. hi-M&t • ON)' atx howl. 
t:.S.Atomic !'.neraCornm!allan. nichhelplmtnmdarldildondl,nfer. 

Conoem about what nLI)' have bten l.n- AJtJ ~ 1'!)Q ~ J'a!ll.Uon. Buahnell 
volved 11-undem.andablt, l)ll'Uculaziy m &aid, there I •• ~ ftnrfftr 1Ueht. The 
the walre of recent m-eladoN about' the 1'dlnlCmm Ji•/~. 11 problbly 
~ of Americana from aoldill'I to prtaon. about ant In 1 m111Sc1\- the ume u lfflOk. 
m as humat: g1nnea pip 1n radiad0C n• . lnl a ..,_._dpreal, perh&JII. But It'• nev• 
perUnenta. · . . . ~ a r1dt ot wtdch the public hu a 

Ra.iiation'a roi. In medical dlagnoltlc · ript io be &ftl'I, ~ t.tenltve prtcau• 
rroceourea and t:rutment 1s wen eecab- ,.UON are tabn io • Ul&t experimental 
l1shed. ar.d J-131 ta comm0N1 Uled tolftlt . inecttcme la ~ apl.afned to tll0le 
hype."'IICtivtty CIUled by an OVf!'ICCvtd\J• .111k1z11 PG', tJ of l ~ aid. Thole pre­
rold. Tht thyroid &land, located Int.ht 'CllldonlhntU,tanechlncel962. 
neclc, needs Iodine to fwlcQon (lt 1'IIUlaiel . b'lewt-. tn the JnSUq me. of the U.S. 
- - ~ ., -:et&bolllzn) -which la why NudearJlcwal;oryu;.~ . .. - - -- · 
IOdine I& added to most tablt l&1t. Badloac- tothe·AEX:,-lhould'bt records liltina names 
tlvt J.l 31 1J\ auffldant quantity can kill ·· and relevant cJinlcaUntonnaaon. Thoee 1n· 
thyroid twue and thua aen hn,erac:d"1· . WJ~ iJl the 1082 experimtnta. w the 
t.y. Mott of the ilotope la excreted .. ~ -. -~•~FOll'\PUNftrl. 

.. . .. .._\ .. ,. ; . .-.·; ·. •·: ...... ~.,. , -, . ·._:':·.·.···;· ... . . .. . 
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The Whitewater conversion 

George Stephanopoulos surlaced on ABC's 
"Ibis Week with David Brinkley'' yesterday . 
ID denounce the hypocrisy of Republicans 

calling b-the appointment of an independent coun­
sel ID look inlD the Whitewater Development aft'air. 
'1 think this is a remarkable conversion on the part 
of Congressman [Newt) Gingrich and other Repub­
licans," he said. "As you know, they've been fighting 
the independent counsel law for many yean. Now 
that they sense that there might be some perceived 
political advantage ID going after this, they're all for 
it all of a sudden.'' 

It's nice 10 see that Mr. Stephanopoulos' tenure in 
the Oval Offic:e bunker hasn't aft'ected his blithe 
indifference ID truth in the art of partisan propa• 
gandizing. In point of fact, Mr. Gingrich has not been 
fighting the nc,,v-lapsed independent counsel statute. 
'Iwo years ago, he was calling lbr the appointment of 
an independent counsel ID look inlD the House post 
office aft'air, and he~ t?equendyexpressed support 
for a broadened law that will include members of 
Congress. On the very same ABC program, just 
before Mr. Stephanopoulos came on, Mr. Gingrich 
speculated on the possibility that the pre&dent was 
oot innocent of wrongdoing in the Whitewater aft'air 
and said that if that it ao, "then every Democrat in 
the House and Senate has an obligation ID help us 
pass an independent counsel bill and ID 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 ID oppose an independent 
counsel law. The executive branch, accountable to 
an elected president, is in charge of enforcing ~ 
law; despite the Supreme Court's ruling to the con-

Expensive state legislators 

The current issue or Governing magazine 
bemoans the fact that pay scales for state leg­
islators have generally not kept up with infta. 

tion over the past 20 years - a position that is not 
surprising from a publication whose main audience 
is state government ofllc:ials. A majority of states have 
failed to raise lawmakers' salaries and some have 
been downright chintzy. Governing reserves its most 
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 preael money. 

The magazine warns that there will be problem., 
if more money for state lawmakers isn't forthcoming. 
The magazine is wrong. 

It is not accidental 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 ID fund edu­
cation in poor school districts). People can't make a 
career out of a job that pays S100 a year,and so New 
Hampshire retains one of the few true citizen legis­
latures in the country. Professional politicians take 
it as a tenet of faith that government should grow. Cit­
izens, who have ID pay for that growth, oft.en think 
otherwise. And if you don't think that government 
should grow, you don't see any need for hefty new 
taxes. 

Compare the dtiz.en legislature of New Hampshire 
with the full-time outfit in Pennsylvania. Toe full. 
time politicos there make $47,000 a yur. But that's 
just for starters. There is also - at least until last 
JI -,··i1 t \.. ... 1"'·r:,: ., . - .,: . • ~ 

for covering "expenses:· ill Apru ur 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 economically 
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 10$110. 

This is the stuff' of which term limits movements 
are made. The idea behind limiting ternis 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 
Sena1e Minority Leader Robert Dole, who has indeed 
vocedagainsttheindependentcounsellawin the~ 
He urged Attorney General Janet Reno ID use the 
authority she possesses, even in the absence of a law, 
to appoint an independent lnve$tiga1Dr in the Whill!­
water case. "We've had independent counsel before 
- Archibald Cox, [Leon) Jaworski. Phil Curran in 
the Carter administration, and in each case, I think 
they perlbnned very well, and I think it's up ID Janet 
Reno nowlDst.ep 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• 
tyofpoliticalmanipulationoftheinvestigationwith· 
out raising separation-of-powers worries. Mr. 
Stephanopou]cs' determined obtuseness notwith­
standing, supporting such an appointment is per­
!ectly consis1ent with opposing an "independent 
counsel" law. 

The hypocrisy that is truly stunning belongs to 
those woo have been arguing since Watergate that the 
executive branch cannot be trusll!d to police itself. 
Where are they nc,,v? They constitute a IJIBjority in 
both chambers of Congress. Why haven't they passed 
a new independent counsel law (a law that would 
attract significantifootmatjorily 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 cont.ext of 
a Democratic White House, feels no sense of urgency 
about one. This, as Mr. Stephanopoulos might say, is 
a "remarbble conversion:• 

-•··- - - - - - - -

salaries is the only Wll'i to ensure that all segments 
of society are represented. If legislators have to 
donate their time, goes the argument. then only the 
rich will nm 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
sionals, they become part of a highly exclusive elite. 
When Pennsylvania legislators sneaked themselves 
a boost in their per diem accounts, were they repre­
senting their constituents or themselves? 

The othereft"ect 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 Florina -
has been 1D hobble the field of potential Republican 
candidates. The small businessmen, once the typi• 
cal Republican candidate for state and local office, 
has found public service increasingly difficult When 
legislatures were part-time affairs, small business­
men could carve out the time to serve without jeop­
ardizing the health of their companies. But few of 
these Rooirian-types can leave their businesses unat­
tended for years at a time. 

This is a structural threat 1D 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 
he hasn't ame UP with a strategy yet lbrmaking local 

·""-s more open ID the average citizen. 
If Governing magazine is right, however, the 

Republicans may be getting a break over the next 
several years. Many state legislatures, frustrated 
with their inability ID get a fed-up electorate 1D give 
them bigger paychecks, may retaliate by working 
fewer days. Governing sees this as some sort of pun­
ishment meted out 1D voters, but it is the best thing 
they could hope for. If legislatures revert 1D part-time 
entities, once again people with real jobs could hope 
to get involved in state politics. 

Torm limits have helped to achieve this, but 
increasingly it looks like tight-fisted voters, tired of 
ever-higher taxes, are going ID starve state legisla­
tures out And get better representation for it 



Questions on land deal, 
S&L stilf dog Ointoris 

\ 

Financial issues 
from '70s and '80s 
may spell trouble 
By John Hanchelle 

U the names Madison Guaranty and 
Whitewater Development, after weeks of 
baring them drummed incsanlly through 
newsam. 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 Ointon. The plot line so far. 

James and Susan McDougal were big bud­
dies of the Olntons In 1978 when Bill Clinton 
was Arkansas attorney general and running 
for governor. The two men had been close 
since the 19605. when they were aides to Ar· 
kansas Sen. J. William Fulbright 

McDoupl got the Ointons 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. 

Olnton gave McDougal an administration 
job, but McDougal hankered for bigger 
~ He bought an S&L in Augusta. and by 
1982 was devoting full time to iL 

ln the 1980s newly deregulated savings 
and loans were wild with growth. McDougal 
drove a Bentley. His wife advertised on lV, 
In bot pants on a horse. Within three years, 
McDougal multiplied 
Madison's initial $3 mll­
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. 

Yell 

Albnsas 
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an individual on his account At least one of 
those individuals has told federal investiga­
tors be never wrote such a check. 

If true - that the bank gave money In the 
name of a depositor 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 Scbatrer), appointed 
by Qinton, bad represented Madison Guar• 
anty as a private attorney. ln that role, feder• 
al regulators now say, she knew bow badly 
Madison violated regulations. 

McDougal planned to raise new money by 
the sale of preferred stock. something new 
for an Arkansas saving, and loan. Federal 

regulators thought ii 
wouldn't work. It was 
Bassett's decision. 

Madison was repre• 
sented in part before 
Bassett by Utile Rock 
lawyer Hillary Olnton. 
on retainer by McDougal 
at $2,000 a month. 
McDougal says he hired 
HIiiary 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 otr. One was Seth Ward, 

father-in-law of Webb 
Hubbell, a Clinton con6-
dant and now IIS50Ciate 
attorney general. Ward, 
a Madison director, bor­
rowed more than 
$600,000 and defaulted 
on S587,793 of iL 

Ar-Uns,s Oemoc,11-Gazene 
McDOUGAL: Cmton friend was ac­
quitted of bank fraud. 

Federal banking ex­
aminers, in 1986, found 
Madison Guaranty near­
ing Insolvency. Millions 
of dollars. they reponed. 
had been divened by 
McDougal to family and 
friends. Missing records 

Another was current governor Jim Guy 
Tucker. He owed Madison about SI million, 
but negotiated that down by 50'k. 

By spring 1985, Madison Guaranty was in 
deep l!scal trouble. That didn't stop McDou­

·1 f'"Om holding a fund-raiser for Clinton in 
the thrift's Utile Rock office. 

The bash helped retire a $50,000 personal 
loan the governor had taken with another in­
stitution to help llnance his 1984 re-election. 
McDougal says Clinton asked for the help. 

The party raised about S35,000, but most of 
the records have disappeared. What few doc­
uments remain have convinced federal ln­
vestiglltors that at least some of the money 
may have been divened 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 

made it hard to tell tell bow much, or to 
whom, funds were given. 

In Utile Rock. Bassett imposed no special 
sanctions or regulations on Madison. 

Madlsr-:'" ~ ,. 
But federal officials shut down Madison in 

1989, 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 raced a re­
counting of the Whitewater mess by The 
New Yori! Times. Campaign strategists 
called in Denver lawyer James Lyons. an old 
Clinton buddy, now used as an "expen'' on 
savings and loan ethics in federal trials. 

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 
1llX returns late, Its corporate bank account 
- at Madison - replete with overdrawn and 
Intermingled funds. and Its records of lot 
sales Incomplete and contradidory. 

Whitewater's principal records disap­
peared. McDougal said Hillary Clinton asked 
that they be sent to the governor's mansion. 
lbe White House says they can't be found. 

The Whtt8watlr --
But Whitewater got back into the news: 
► First, the federal Resolution Trust Corp, 

I ~,ddled with peddling otr assets of failed 
' thrifts. came across the Whitewater mess in 

I 
trying to clean Madison's books. 

The RTC sent the Justice Depanment a 
"criminal referral," meaning stair thought 
crimes may have been committed. The Clin­
tons were among those listed as "possible 
benelciaries" of McDougal's larges.,e. 

► Second, deputy 
White House coun­
sel Vincent Foster 
died in an apparent 
suicide in July. One 
of bis mgnm : 
clear up Cinton 1aX 
matters regarding 
Whitewater. 

He refiled tax 
forms aher It was 
shown the panner­

AP ship failed to Ille 
FOSTER corporate returns 

for th ree years 
when the Cintons were half-owners. He also 
handled the sale of their piece of Whitewater 
to McDougal. 
► Third, David Hale, a supponer 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 1 

If~ 7 
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made SBA loans to the "!ocially or economl• 
cally disadvantaged." One loan was a 
$300,000 advance to Whitewater partner SU­
san McDougal. Hale, seeking a plea barpin, 
clai~ Bill Cinton had urged the loan. The 
White House says Ointon does not remem­
ber the conversation. 

Another matter or federal Interest is the 
paying or more than $400,000 to Hillary Qin­
ton's law 11nn from Federal Deposit Insur• 
ance Corp. colfers so the llrm could sue Mad­
ison's accountants on behalf or taxpayers. ln 
seeking the business, the llrm submitted a 
letter saying it didn't represent S&Ls. 

The FDIC sued for S60 million. In negotiat• 
ing a deal for taxpayers, Webb Hubbell -
with a rather-in-law owing almost $600,000-
let the accountants settle ror SI million. Hub­
bell says he has recused himself from the 
Justice Department's continuing probe. 

The llgures surrounding all these transac• 
lions have spurred intense interest. In the 
1980s, Hillary Ointon borrowed SJ0,000 to 
build a model home on a Whitewater lot. Be­
cause it was built ror the partnership. the cor• 
poration paid olf 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 ii olf. The Qin­
tons admitted the mistake. Foster submitted 
new tax returns; the Ointons paid no penalty. 

Lyons reported Whitewater, by mid-1991, 
had sold all its land, but lost SI 18,000 overall 
as a corporate venture. 

Revised tax returns Foster supervised con-

tradict that They show the Ointons never ; 
claimed losses on Whitewater. Indeed, the ' 
Cintons reported a Sl,000 capital galn in j' 
1992 on selling their Whitewater share. 

The Foster-supervised returns show 
Whitewater had $69,000 either in deferred 
proCts or land lett to sell. Lyons said lot own­
ers still owe Whitewater about $56,000 in in­
stallment payments. The Foster11repared 
tax returns say that lgure is doser to 
$90,000. The realcy agent who 1lrst managed 
Whitewater says it didn't lose money. 

Two Washington Timu stories helped 
keep the issue alive: 
► One featured a letter showing Hillary 

Ointon had asked McDougal ror ruu power 
or attorney over Whitewater, allowing her to 
run the partnership with ber signature. The 
White House won't say whether she llOl il 
► The other detailed bow - atter Foster's 

death but before his omce was sealed - Illes 
relating to the Ointons and Whitewater were 
removed by White House counsel Bernard 
Nussbaum. 

While admitting records had been ITIOVl!d, 
reversing a July stance, the White House 
press omce said a new lawyer had them. Hit• 
lary Clinton said she and ber husband "don't 
reel the need to do any more than we've 
done." But two days before Christmas. the · 1 

White House said the Foster Iles would be \ 
turned over to the Justice Department ,: 

John Hanchette writes for Gannett News :_ 
Service. 

Many -maybes 
llllder scrutiny 

Here are ec,me IBies being rued In 
00llgl't!BOOIJ and Justice Department 
probes ot Die Cllntolll' relatloD9lllp Wllll 
Wbllewater Development Corp. and 
Madlsoa Guaranty Savmp 811d Lou: 
► Tbe Clntom may baYe been ~ 

volYed In tatq out traudulent loam 811d 
remvtac 111qa1 campa1p oonb1butloas. 
► Bill OIDtoa.. ArtaDsas pemor, 

may bave tl9ed polltlcal clout to protect a 
dying thr1ft 90 It could be bled fw fUnds 
tor cronies and bullDell partners. 
► US.taxpayers may have bad to pck 

up tbe lwae tab by retlDtltsbllla a deplet· 
eel federal deposit lnsuralloe fllDd. 
► Prelldent CliDloll, • tbe Wal 517wt 

Journal pbra9es II, may bave done • 
bis trleDd James McDougal "w1llt 1ft 
,enaton did tor LIDooln Savlap and 
Loan and Cbar1le Kmtlllg.. 
► HIiiary OilltDa may bave arrana,ed 

sweetlleert regulatory OVfflllbt tbl'OIIIII 
ber law Inn. 
► Sile may !lave played a promlDeat 

role ID 10111e lnner-drtle bcal maneu­
venng that 'ftlll beycad CXllMlOII advo­
cacy, SIie may bave aagreElvely IOU8bt 
to mend tbe l1fe of a dying IIIIIJldal • 
st1tut1on, to 111e detriment or 1upayas 
and accniaJ or penoaa1 beDeAt. 
► The White Hollle may baYe tried a 

cover-up, removing key lies from tbe ol· 
Ice or tbe president's deoeUed la'll)'el'. _ ,,,,. ~ 

GOP presses for independent counsel 
By Judy Keen 
USA TODAY 

Congressional Republicans demanded 
Sunday that an independent counsel be ap, 
pointed to investigate President Qinton's 
role in an Arkansas land deal and savings 
and loan. 

Senate Minority Leader Roben Dole 
said Attorney General Janet Reno should 
"stop dragging her feet" and name a coun­
sel "lor the president's own good." 

On ABC's This Week With David Brinll­
ley, House Republican Whip Newt Ging, 
rich of Georgia said: "There is no question 
we need an independent counsel." 

But Cl inton aide George Stephanopoulos 
termed GOP calls lor an independent 
counsel political opponunism. "There is no 
need at this time for an independent coun­
sel," he said. 

At issue: Clinton's role in the Whitewater 
real est.ate 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 go away," Dole, or Kansas, said on NBC's 
Meet the Press. 

The Ointons have dismissed their in­
volvement with the land deal as a bad in­
vestment that ended in a $69,000 10$. 

"I am bewildered that a losing invest• 
ment which ror us wassigniftcant . . . is still 
a topic or inquiry," Hillary Rodham Ointon 
said Dec. 21. 

But the more Ointon 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 ''!Oo many 
implications, frankly, of breaking the law." 

Reno has said career prosecutors should 
handle the case or Madison Guaranty Sav, 
ings and Loan Association, the railed thrift 
owned by Clinton friend James McDougal. 

Already the subject or a federal probe: 
whether Madison funds were illegally di­
vened to Whitewater Development Corp., 

-~--·--- -

a real estate venture owned by the Ointons 
and McDougal, and whether any Madison 
money was inappropriately routed to Oin­
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 or Iowa, ranking Repub­
lican on the House Banking Committee. 
said Saturday: "I think that the president 
races some civil remedies that could be 
quite serious." He also said Clinton could 
potentially race criminal charges. 

A 1992 Republican lllibuster prevented 
Congress from renewing a law providing 
ror 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 omciais covered up a search 
or Cl inton's passpon ftles. 
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ndependent Counsel Urged in Arliansas Probe 
GOP Leaders' Call Rebuffed by White House Aide Stephanopoulos as Politically Inspired 

/ 

Seaate Millority Leader Robert J. 
Dole <R•Km) and Houle MiDority 
Whip Newt Gina:rida (R-Ga.) yater­

. ar,ed Attomey Geottal Janet 
a-toappoiatM iDdepe11cleot­

to illfflltipte any ill~ by 
J'raideolCJiatoo with I failedArbo­

amnp 111d loaD firm 111d I ral 
aiate waturein theatate. 

White Houae adviser George 
~ncpowoe aid there - "no 
need at this time for III independeilt 
coumer aoc1 llCCllled the Republicana 
d exploitiq the iuue for political 
reaaooa. 

Fedenl IUlboriliea are 1ooki11c 
into pouible wrooidoinl imolviaa 
Mada Guaranty Savillp & Loan, 
owned by CliDtAln frieDd J­
McDoupl. and Whiteaer Devel­
c,pmeat Corp., owned jointly by 
McDoapl, bis dleo-wife Susan, and 
Cliatoo and bis wife, Hillary Rodbam 
Cliotoll, while Cint.oo - pernor 
olArtwma. 

Queetloaa indlade whether 6mda 
from the now«funct thrift were di­
verted to Wbitewatu or to Cinloo'a 
1984 pllea1latcria1 campaign. 

Appearing oa NBC'a "Meet the 
Presa,• Dole acx:aed Reno of "dnt­
lina ber feet" oa appointment 9' aa 
in ikpen 1-111 c:oumel and uid "it'a 

bicb time that abe did what abe 
knowa abe should do." 

Dole Did be tbouibt Madison 
Guaranty and Wbitewater oowd be a 
"pretty aerious iuue" for Clinton but 
added that be believed the preaident 
would be cleared al IDJ wroqdoiq. 

Dole, aQ&rY at a leqtby probe al 
the iruK,ootra affair duriDc the Rea­
pa admioistratioa. baa led a GOP 
eff«t OIi Capitol Hill to block rein­
atatemeot al tbe poet•Waterpte law 
providiq for court appointment al 
~.dent c:oumel to investigate 
wroaadoilll by bip-level aovem­
ment officiala. 

Witbout the law, Dole uid ,ater• 
daJ, Reno CIOUld 111e ber authority aa 

attomey ceneraJ to appoint III out• 
Bide counsel to bandle the case, 
whidl is CWTe11tly beiq investigated 
by career IOYffllllltllt employees. 

Wben I similar propoul WU made 
by Rep. Jim Leach (R ·Iowa), ranking 
minority member d tbe HOUR Bank· 
ins Committee, JUltice Department 
ll)()kelrnao C.art Stent aid anyone 
Reao appointed would be UDder ber 
aupeavisioo ud inlluence, ntber 
than aenin& illdependeatly by court 
appointment. • the law intended. 

Unlike Dole, Reno IUpportl rea­
toratioo d the iDdepeQdent c:ounael 
law, wbich WU approved late last 
year by the Senate 111d is alated for 
consideration tbia year by the House. 

Gingrich, appearing on ABC's 
"This Week With David Brinkley," 
said be believed "there is no question 
that we need an independent counsel" 
oo the Madison-Whitewater issue. 

•u they're innoceot. why don't 
they [the Clintonsl go ahead and 
agree to III indepeodent counsel to 
clear their name?" Gingrich asked. "I 
think the longer the Clintona avoid 
doing that, the more, frankly, people 
are going to 8USpeCt that there'• a 
reaaon tbey don't want an indepet­
dent coun&eL• 

Dole, who previously bad calle 
for inveatigatiooa by coniression. 
committees, ac.c:uaed Democrati 
leadtta of ducking the isalle. 1b 
Democrall aren't 8()ina to touc 
this,• be Aid. •u it were a Repu! 
lican. on tbe otber band. we'd hav 
five or aix beuiDp aoiDi oo rig[· 
now." 

But Stepbaoopouloa, who I i 
peared oo the ABC proaram, said .. 

\ 
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was the Republicans who were play­
ing politics. "They've been fighting 
the independent counsel law for 
many years," be said. "Now that 
tbey sense that there might be 
- perceived polilial advanUge 
to going after this, tbey're all for it 
all ot a sudden." 

Stephanopouloa llid the case was 
examined during the presidential 
campaign ud Cl.ioton bas given all • 
relevant documeots to the Justice 1 

Department. "No laws were bro­
ken." be said. "The Justice Depart­
ment investigation will show that.• 

Last evening. u Clintoo arrived 
in Wasbington from vacatiooing in 
Arkansaa and South <:Molina, White 
House spokewan Jeff Eller said 
tumini the filea over to the Justice 
Department WU "ID appropriate 
c::oune of action.. 

"There'• no basis for civil or 
aiminal charga,. Eller Aid., 

(' 

Dixy Lee Ray, Fornier .Governor, U.S:-Atomic Energi Chief, Dies 
ByPeggyAndelNII /< ---SEATTLE, Jan. 2-Dixy la 

by, former cbairwoman d the 
Atomic Energy Commiuioa and 
Washingtoo sute pemor, died 
today at her home oo Fox Island. 
She was 79. 

by bad suffered from a severe 
bronchial condition for aeveral 
months, aid KIRO-TV COllllllellla­
tor Lou Guu.o, a loogtime friend. 

An OUl$p0ken 5Upporter of the 
nuclear induatry, she was head of 
the Atomic Energy Conmiission 
from 1973 until 1975. She was gov­
ernor of Wasbiqton from 1977 to 

• 1981. 
$le I her latest commen-

tary on nuclear issues Thursday, 
when abe dismilaed media reporU 
about past federal radiation exper­
iments .. alarmist. She also took 
Energy Seaetary Har.el R. O'Leary 
to task for "blaming all ot ber pre­
decessotl for thinal abe &ays are 
terrible." 

"Everybody ia exposed to radi· 
ation. .•. A little bit more or a little 
bit lesa ia ol no conaequeoce," Ray 
Aid in a telephone interview with 
tbe Associated Press. 

She also had no patience with 
environmentalists she considered 
too strident. She and Guzzo, who 
was Ray's policy adviser when she 
was governor, wrote two books on 
the subject, "Trashing the Planet" 
in 1990 and "Enviroomenw Over• 
kill" in 1993. 

After President Nixoo appointed 
Ray, a Democrat, to the AEC, she 
aet tongues wagging in the nation's 
capiw by living in a motor home 
and taking her dogs to work. 

When the AEC was phased out, 
she was named assi:11.lnt secretary 
of atate, overseeine the Bureau of 
Oceana, lnternatiooal Environment 
and Scientific Affairs. 

Ray returned to Washington 
atate in 1975, complainina that 
then-Secretary of State Henry A. 
Kissinger had given her the c.old 
ahoulder. 

Her straightforward political 
style frequently ruffled feathers. 
When &he succeeded Gov. Daniel 
Evans, a Republican, and dismis,;ed 
virtually his entire administration, 

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 CO!lliidered 
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 

for "that little Dickens.• She r 
named herself after a favorite r 
gion and a Civil War general. 

Ray, one of five girls. showed h< 
mettle early. At 12, she became tl,. 
youngest girl to climb Mount Rz 
nier, Washington's highest peak. 

Fifty years later, at 62, she wt · 
sworn in as the state's first femal;, 
governor-the only one so far. 

"I guess I'm a late bloomer." she 
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 zoo). 
ogy at the University of Washington 
for 27 years and director of the Pa• ' 
cific Science Center for nine years. 
She never married. 
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GOP Leaders Seek 
Counsel to Probe 
Clinton lnvestJ 

By JOHN H.uwooo 
Stoff Rtporltr of Tur; WALL STREET JOUMS A : 

WASHINGTON- Republican leaders ::. 
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 Joan. 

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 COUDSel to examine the investment 
by the president and Hillary Rodham 
Clinton in Whitewater Development Corp. 
Wilh James McDougal, the owner of now• 
defunct Madison Guaranty Savtop It 
Lean. 

"There are dozens of questions that 
need to be answered," Mr. Dole asserted 
on NBC News's "Meet the Press," ac:cus• 
ing Ms. Reno of "dragging her feet" on the 
matter. "For the president's sake and 
for the sue 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 Wilh DaVid Brinkley," 
said there were " too many implications 
. . . of breaking the law" for the attor· 
ney general not to act. "If (tbe Clintons) 
an iruiocent, why don't they go ahead and 
agree to an independent COIIIISel to clear 
their name?" the Georgia Republican 
asked. 

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 or 
seekinf political advantage. A Justice De­
partment spokeswoman reiterated Ms. 
Reno's previous assertions that the depart· 
menl'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 thal 
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 bas volunteered 10 turn 
O\'er the Whitewater files to the Just•~--
1.Jepanment, which is lookmg at the mvm· 
ment as part of a broader civil and criml· 
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. J im Leach CR .. Iowa) and some 
other Republicans have preViously called 
for an independent counsel. sug,esting the 
.Justice Depanment mh,ht be used to shield 
Mr. Cunton from accountability. But the 
statements by GOP leaders on the issue 
suggest that, as Mr. Gingrich put ii, 
"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 commJttees 
have declined to hold bearings. 

"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 leis go aneaa and 
get ii done." 

Russia Bans Foreign-Cash Payments 
In Effort to Bolster Ruble and Image 

By CLAUDIA Rosm-
Sta// R~Por-r~ o/TKr. WALL STJIIE'ET IOUaNAL 

MOS<X>W - 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 ts to 
stabilue the ruble and restore Ill pride or 
place In Russian commerce. Dollars, 
marks and Olber hard currencies have 
increasingly come into use bere since 1991 
as a hedfe aplnst the sbrlnkiDg ruble­
which Oftf the past year hal dropped to 
about 1,250 to the dollar, from 415. 

For some Russians, the new all-ruble 
rule brings a boost to sagging national 
spirits. Al a Moscow shop selling imported 

the prospect of higher sales taxes would 
prompt consumers to pocket any extra 
take·home pay rather than spenc! IL 

The proponents' argument: Deficit· 
spending Is a mistake, because Japan 
needs to scrimp and s.ave for its graying 
future. Key leaders support this reasoolnf. 
That helps explain wby, during Japan's 
worst slump In four decades, Mr. Hoso­
kawa and his colleagues an devolinf more 
energy to preparing the public for blgher 
sales taxes than to talking up an Impend· 

· Ing income-tax cut. 
Similarly, the government bas 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 or the commerclal·property martet 
and has stuck banks with a heap or 
property-related bad debts. 11le debt mess 
has led banks to trim lending and bas 
chilled confidence in the flnandal system. 
But the public, argue policy makers, won't 
stand for bailing out fat-at 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 s.ales·tax increase 
beyond March 1995 (the most commonly 
mentioned starting date) If the economy 
has~·: recovered by then. Shon•term 
bonas would be issued to cover a revenue 
shortfall. 

There has also been a spurt of sunes· 
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 eStllte t t),at ; ,. h a 1A .., ,. _.,,., .N-.. ! ~-. 
the lenders I ttaci IVciU;,, U&.,;. a¥,1i-0 1,,J \>• vi.u ... 

be funded partly by a government invest· 
ment fund. 

A party in the ruling coalition, Shin· 
seno. 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 bulld 
public housing in major cities, as well u a 
variety of tax brew 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 Dmlll'Y 
TulJn argued that "this measure Is a very 
toetcal step in the strenflhenlng 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 cblefiy on whether the 
government can brtng down the 
double-digit monthly Inflation that bas 
afflicted posl·Sovlet Russla and made for­
eign cash a Vital hedfe for many ordinary 
Russians. Forcing these people to use 
rubles won't help them thrtve. 

Banning dollar cash payments is more 
likely to increase prices than to stablllze 
anytbinf, 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 dollan, must now start paying bank 
commissions to convert their ruble-ized 
income into the dollars needed to buy 
goods abroad. 

At the World Bank's Moscow Office, 
Chief Economist Charles Blitier describes 
the new rule as a windfall for banks 
dealing in foreign exchange. Though it's 
too 10011 to measure price Increases in 
Russia's bard-currency shops, many or 
which were closed this weekend due to the 
New Year's holiday, Mr. Blluer 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 wUI 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 wlll 
need to bold larger ruble balances. In a 
country already fraught with ferocious 
political flrbts and a wavering agenda for 
economic reform, this further exposes 
business to the risk of a falling ruble. 

~ · ·•:, , h rule, Russia's 
Central Bank will continue to allow bard· 
currency payments by aedit card. And 
Russians will be allowed to hold cash 
dollars. even ii they aren't supposed to use 
them in shops. The government funner 
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 
purposes such as paying fines, customs 
leVies and income taxes. 
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The skeleton 
that won't 
stay dead 
By Weslev Pruden Ill 
TMI-....OfOHfMl f\f 

"Whitewater" is the akeletoo 
that just woni stay still in Pre> 
ident Clinton's closet. 

The White House notes, cor­
rectly, that neither tbe preai• 

NEWS 
ANAll'SIS 

dent nor the 
fint lady isa 
target of a 
federal in­
vutiaation 

into suspicious deeds done in 
Mr. Clinton"s Arkansas put. 

But there are perils aplenty, 
political if not Ieaal, for Bill 
Clinton. Whitewater has every• 
thine a Washinaton sandal 

,s to arow "lqs" to take it a 
Iona way: lots of cash, tangled 

years later, when they retum.ed 
home, Mr. Ointon went into poliDCS 
and Mr. McDou11al went in buslneu. 
Hillary Ointon and Susan McDouaaJ 
became fnmds, and the two couples 
becamec:loee. 

Wben Mr. Clinton ••• first 
elected ICM!J'IIOI" In 1978. he I•"' Ml: 
McI>ouaaJ a top financial job in hi• 
edmlnistration. But Mr. McDouaaJ 
wanted blcler thincs. and, durin& • 
land boom in the Ozarks in the late 
1970s- mountain counties that had 
been losinc population for decades 
were suddenly awub In affluent re­
tirees from Detroit, Chicqo, Oeve- . 

personal relationships, vanish- I l 
inc bank Jeposits, clandestine 
meetincs, even a dead man. 

~shington"s politicians, Jaw. 

land and other northern cities - Mr. 
McI>ouaal cut the Clintons in as 
equal partt,ers in a vacation develop. 
meat on the ecenic White River. 
They paid $203.000 for 2JO acres of 
prime waterfront property and di· 
vided It into 42 home sites. 

When the savinas and loans were 
dereauJated in the '80s, Mr. McDou• 
eal bouaht • tiny S&L in Auausta, 
Arlt.,a cotton crossroads hamlet just 
up the way from Dixie, Des Arc and 
Cotton Plant, and moved it to Unle 
Rock. He threw a spectacular party 
at,its openina in the renovated quar• 
ters of an old laundry on South Main 
Street-a nice irony, liven theques• 
lions to come - and sped around 
town in a Bentley. Susan McDouaal, 
decked out in hot pents to show off a 
showgirl"a lees, astride a white stal· 
lion - appeared in the television 
commercials for the newly relo­
cated Madison Guaranty Savines 
and Loan Aasociation. 

SCANDAL 
Frompag~Al 
yers, columnists. commentators and 
im,esticati"' reponers - u well as 
U.S. invutlcators - are taltinc their 
first close look at what promises to 
become, o....r the next few weeks. a 
cenuine fouNlarm fire of a scandal. 

Congressional and Justice De­
panment in"'stigators are examin• 
ina se....ral suspicions, so far not 
proved, that: 

• Bill and Hillary Clinton may 
have received fraudulent loans in a 
savinas and loan that failed after 
they w,ent partners with its presi• 
dent in an Ozarks real estate venture 
called Whitewater Development 
Corp. 

• In return, Mr. Clinton, as gov. 
emor of Arkansas, may ha"' used 
his office, which supervised state 

•king reaulators, to keep the S&L 
in business even after federal reg• 
ulators said it was insolvent and in• 
capable or protecting the deposits of 
its thousands of depositors in Arkan· 

• and other states. 
• Hillary Rodham Clinton, as a 

partner in Little Rock's powerful 
Rose Law Finn, may ha"' used her 
unique access to the IO\aeTIIOr to ar• 
range for the state banking rea• 
ulators to keep the S&L in business. 

• The White House may ha"' at• 
tempted to evade the pertinent ques• 
lions, removing key files about the 
transactions from the office of Vin• 
cent W. Foster Jr., the deputy White 
House counsel who was also the 
Clintons' personal lawyer, within 
hours after he killed himself last 
July. 

• Fear that the scheme was about 
10 unravel, exposing his clients Bi ll 
and Hillary Clinton to ca il u, eve .. 
criminal felony charges, may have 
contributed to Mr. Foster's decision 
to take his life. 

The bare bones of what is known 
is troublina enouah for the presi· 
dent. i 

Bill Clinton and James B. McDou • . 

1 

gal rint became friends durina the 
Vietnam War years when they were 
aides to J. William Fulbright, the ju­
nior senator from Arkansas. Some 

Madison's oriainal assets of S3 
million crew 10 S120 million. Federal 
bank regulators took notice. By 1984 
they were alarmed that Madison's 
solvency was In "jeopardy" because 
of •unsafe and unsow,d practices." 
These practices Included the grant• 
inc of SI? million in loans 10 the 
S&L"s o!ficers, directors, relati"'s 
and friends. One insider was Seth 
Ward, a top olfic:ial of Madison and 
the father-in·law of Webster L Hub­
bell, a partner with Mrs. Clinton at 
the Rose Law Firm who would t,e. 
come the associate attorney general 
of the United SI.ates and the No. 3-
some say the real No. I - at Janet 
Reno's Justice l)epanment. 

The father-in •law borrowed 
$600,000 and defaulted on $587,000 
of it. Another bad loan was made 10 
Jim Guy Tucker, the lieutenant eov• 
emor who became IO"'mor when 
Mr. Clinton came to ~shlnaton. He 
borrowed SI million and paid back 
half of it. 

The foUowine year, 1985, when 
eno~ loans 10 a C&nadian land· 
developmeat scheme were going se­
riouc:1:, .. ... ,. ...... ,.-;: ... , ... • ' · · · 
"''-j,.;.., ... 5u.... ui.,~w • a,&.,uHl !UflQ• 

raiser for Gov. Cinton at Madison's 
quaners. ralsinc about S3S,OOO -
most oC the records ha"' disap­
peared - 10 pay off a S50,000 loan 
the go....mor had taken out at an• 
other bank, owned by a man who 
later became a top official in the 
Ointon gubernatorial admin.istra• 
lion. 

Federal investi11ators, repons 

Gannen News Service, believe that 
some of that $35,000 may have come 
from Madison deposits, not invidual 
contributors drawn to the lavish 
party. 

Gannett repons that investicators 
•are suspicious because many of the 
'donations' were In the formo!Madi· 
son cashier's checks usually wtinen 
in the name of an individual on his 
account." At least one or these per• 
sons has told inYeStigaton he never 
wrote such a checl<. If that is tNe, 
such a diversion would be a felony. 

After that fund-raiser, federal in· 
Yesti11ators told Mr. McDougal to 
find new capital or close the S&L 

Gov. Ointon had ju,t appointed a 
new state securities commiuioner, 
Beverly Bassett. She had previously 
represented Madison as a private 
lawyer. She and the aovemor were 
aaid to be aood friends. 

>4iH Ba&sen later married Ar· 
chie Schaffer, an executive of Ty900 
Foods Inc., of Sprinadale, Arlt., the 
nation's Jaraest proces,or of chick· 
ens and a major contributor to Mr. 
Clinton's political career. Mn. Oln· 
ton sat on the 1'y90II board ol dlrec• 1· 

tors until llhe came to ~shlneton. 
The ex-commissioner is the lister of 
Woody Bassett, another Clinton con· 
tributor and one of the aovernor's 
1984 ~lection campai&:n manaa· 
ers. 

Mr. McDougal wanted to raise 
capital for bis failina S&L by sellina 
preferred stock, unprecedented in 
Arlwlsas u a way of raisinc money 
for a savincs and loan. Federal res· 
ulators frowned at the idea, but the 
decision was Beverly Basaett's to 
malc.e. Madison's lawyer was Mrs. 
Clinton, on a retainer of S2.000 a 
month. Mr. McI>ou11al said he hired 
tbe govemor"s wife because tbe aov• 
emor insisted. 1be White House 
aaysthat't-ao. 

In any evait. the 10....mor's friend 
the securities rqulator said it was 
OK. Federal regulators applied addi· 
tional pressure to void the scheme 
before any shares were sold. 

By 1986, federal reauJators say, 
Madison was cto.e to insolvency, 
with millions or dollars missing, 
much of it divened to friends and 
relatives of Mr. McDouaal. They 
said it wu dift'icult 10 determine how 
much, and where all of it had aone, 
because most of the records are 
missine. too. The tab to taxpayers 
eventually passed S50 million. 

Mr. McDouaal was indicted for 
bank fraud in 1989 and acquitted the , 

fullowinc year. He is divorced from 
the ,exy lady on the white stallion 
and says he"s broke. 

Questions about Whitewater and 
Madison ,..,re first asked during the 
1 m presidential campaicn, when 
the intricate details were ,et out in a 
Iona account in the New "rork Times. 
The Clinton campaicn asked a Den· 
ver lawyer, an old Clinton friend 
named James M. Lyons, to look into 
it and make a repon. He concluded 
that the Clintons ...,re •passive 
shareholders" In Whitewater and 
lost their savincs in it. 

When the reponers coverina the 
campaign llhowed no interest in Oin· 
ton 11Candais, the story faded. Inter· 
est was revived two months aao 
when The Washington Times found 
a letter from Hillary Rodham Oin· 
IDn to James McDou11al, elated Nov. 
28, 1988, demandinc that she be 
liven power of attorney to conduct 
all of Whitewater's business, contra• 
dictina the Clintons' claim that they 
were menly •passi"'" partners. 

Mr. McDoueal and his former 
wile say they deli...,red the White­
water records to Mrs. Clinton at the 
Arl<ansas aovernor's mansion. The 
Clintons have said the records disap­
peared. 

In any event, the records are pre­
sumably lost, althouah there is spec­
ulation in Arkansas that these may 
be among the document.a taken from 
Mr. Foster"s office by two Clinton po­
litical aides within hours after Mr. 
Foster shot himself. 

The casual tanglina of politics and 
busines, in Arkansas, where every• 
body who's anybody is connected to 
everybody, often confounds out.aid· 
ers. Mr. Clinton has insisted throueh· 
out that he did nothing wrong. "We 
did nothina improper and I ha"' 
nothing to say about it," he told re­
porters several weeks aao. "Old 
story." 

And so it is: Once again, the for­
mer 10....mor 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 
o/0\Jrself to the fact that one of your 
friends is doing other thines 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""' always done business 
down here. I don~ know who's 1oin1 
to be the most surprised when this is 
thorouahly ventilated- Bill and Hil· 
lary, or the rest of the United States." 
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· te 1oanswercrep,,id,hisrcla1ionship10 

Or W,a r failed Madison Guaranty Savings •na nd Mr.Mcl>oui;al - 1hcrcarcdtr,cnsof 
andLoanAssociationofUHleRock. Republicans have opposed the l epe ent questions llwl ne~'Cl to be 1111swcrcd. 

Mr. Leach, in an interview on counsel s"atu"e, wht"ch expired in December and I think it's in the president's in· 
CNN's "Evans & Novak;' said in a '' '' tercst," Mr. Dole suid. 

By Joyce Price ~ \ 
THE -.....OTOH T.._I ~ 

Senate Minority Leader Bob Dole 
and other top conaressional Repub• 
licans demanded yesterday that Al· 
tomey General Janet Reno name an 
independent counsel to investiaate 
President and Mrs. Clinton's involve­
ment with a failed Arkansas savinas 
and loan. 

"I think for the president's sake 
and for the sake of the integrity or 
the attorney general's office, she 
should move," Mr. Dole said on NBC· 
TV's "Meet the Press." 

"She's wasted a lot of time draa• 
11in11 her feet.and it's time she IDOYed 
and appointed an independent coun· 
IC!." 

The Republican leaders say it's 
premature to speculate about the 
possibility or Mr. Clinton's Im· 
peachment but agreed that an inde· 
pendent inveati11a1ion of the S&Land 
the related Whitewater Develop• 
ment Corp. is needed to determine 
whether financial improprieties OC· 
curred. 

The Republicans find themselves 
in the position or calling for passaae 
ot a new independent counsel stat• 
ute if necessary to make such an in• 
vestigation possible. Republicans 
have opposed the independent coun• 
sci statute, which expired in De· 

see RENO, page Al I 

cember 1992 when Conaress did noc 
renew it, arauina that is has been 11 

means of harassing Republican 
presidents. 

"Whitewater De,ielopment is not 
aoina to go away," House Republican 
Whip Newt Gingrich of Georaia said 
on ABC·TV's "This Week." 4bere 
are too many questions and there are 
too many implications, frankly, or 
breakina the law. There is no ques· 
tlon we need an independent counsel 
on Whitewater.'" 

The White House responded 
quickly to the Republican demands 
with a statement throuah spokes· 
man Jeff Eller. 

"There is no basis for criminal or 
civil char11es," Mr. Eller said. "The 
president has voluntarily turned 
over the Whitewater files to the De­
panment ot Justice, and we believe 
that is an appropriate course of ac­
tion." 

The comments by Mr. Dole and 
Mr. Ginarich came • day after Rep. 
Jim Leach or Iowa, the House Bank• 
in8 Committee's ranking Republi· 
can, said Mr. Ointon could face ·se­
riou1" civil penalities and, perhaps, 
even "criminal charges" for his in• 
volvement with Whitewater, an 
Ozarks real estate venture, and the 

response to a question that discus• ]992, arguinu that is has been a means Of Mr. Gingrich pul ii this way: "By 
aion of impeachment is "inappropri· O ,my standard afTccUnl( Carter or 
ate" at this time, a view shared by harassing Republican presidents. Reagan or Bush. lhe Whi1ewa1er De· 
the Republican leaders yesterday. velopmcnl Corporation mess would 

•co
1111

ressman Jim Leach has it gel an independent counsel. by any 
exactly right. We ought 10 focus on standard, and I think the lunwcr 1hc 
the civil side, but the country de- Clintons avoid doing that, 1he more 
eerves to know the full facts about . . . people are going to suspect tlwt 
what happened in Arkansas and wrongdoing. counsel. He noted that several oft there's a reason they don't want an 
whether or not, in fact, the law was In his remarks yesterday, Mr. legislators seeking such an appoi, independent counsel." . 
broken," Mr. Ginarich said. Dole, who also has called for a Sen• ment had voted against extension If Miss Reno declines to appoint 

At issue is whether Mr. Clinton, as ate investigation of the Whitewater the special prosecutor statute. an independent counsel for such an 
aowmor, used his influence to kee!> scandal, said he believes the pres• "The president has turned over inquiry, Congress should enact. leg is· 
the ailing savings and loan assoct· ident should provide the financial 1hedocumen1s101heJusticeDep· lation re-establishing 1he 01T1cc of 
ation afloat when federal regulators files he turned over to Miss Reno to ment. )I was exhaustively lool independent counsel to force such a 
said the bank was no longer able to the Senate and House banking com· into during last year's campai: probe, Mr. Gin11rich said. . . 
protect its depositors' accounts. mittees as well. Mr. Stephanopoulos said. "The p: Mr. Dole S11id such h:111sla1tun ts 
Madison was owned by James 8 . Republicans have expressed ident was part of a real estate c not necessary, as Miss Reno already 
McDougal while the McDougal and doubts that Miss Reno, who was ap· many years ago where he lost a t "has the authority 10 appoint" an in· 
Clinton families were panners in pointed by the president and is by of money. Those are the facts. l dependent counsel. 
Whitewater, whose finances were in· law the president's attorney, can be laws were broken. He also complained tlwl Con11rcss 
terminaled with those of its princi· independent when examininll alle• "The Justice Department inve seems unwillin11 to conduct any 
pals. gations that concern Mr. Clinton. She gation will show that. But there is ~ hearings about the Whitewater al· 

Mr. McDougal is the focus of a said there's no need for a special need at this time for an independ t legations. 
federal investigation into allegations counsel, as the While House has not counsel." "The Democrats aren't going to 
that he manipulated fraudulent interven(.-d in the probe, being con• Mr. Dole said he believes the p r have any hearings . .. . Tlte Demo-
loans through Madison and also that ducted by Justice Depanment law· ident "probably will be cleared" crats aren't going to touch this," Mr. 
he authorized illegal payments to yers. wrongdoing but nevertheless se, s Dole said. "If it were a Republican, 
several powerful Arkansas politi· While House senior adviser an an indc~'tldent inquiry "beca1. •e we'd have five or six hearin11s 11oinl( 
cians, including Gov. Clinton. George Stcptwnopoulos, who also there's federally insured money n on right now." 

Mr. McDougal, who was indicted appcar~,J on "This Weck;' accus<.-J the savint1s und loon." a 1<011ald A. 'Juylor. with tilt! prt·.si· 
in 1989 on fruud charaes in conncc· Republicans or political opponun· "Whether or not these funds w.. ·e dent in Hilton II cod lslu11d, S .C..co11

• 

tion with Madison but acquitted the ism in calling for an independent used for politics, whether or not I e tributed ro this r•port. 
following year, has denied any 




