Aggressive Prosecutor
Robert Bishop Fiske Jr.

 BySTEPHEN LABATON
Epecial io The New York Times

WASHINGTON, Jan. 20 — Robert
B. Fiske Jr.'s reputation for integrity
and thoroughness is so entrenched
that if he finds no wrongdomg during
his nvestigation of the Whitewate:
allalr, s nndings coula pat rumor.

about Bill and Hillary
Man Clinton's business deal-
ings to rest,

in the “*The choice is one that

News  you simply can't argue
with,” said former
Treasury Secretary Nicholas F. Bra-
dy, a close friend of former President
George Bush and a college classmate
of Mr. Fiske's more than 40 years
agn. “He's one of those puvs who's
always conducted mmsell with integ-

ity

gut Mr. Fiske, a 63-year-old Wall
Street lawyer, earned his reputation
by being an aggressive prosecutor; if
the Clintons have something to hide,
he could pose a lormidable problem.
If he lives up 1o his billing, at the very
least his investigation will disrupt the
lives of the First Family

Biunt and Effective Style

Mr. Fiske's blunt and effective
style was evident immediately after
he was appoinied ioday, when he
curtly dismissed a reporiter's ques-

An investigator
whose findings

will carry great
weight.

non about the White House refrain
that no evidence existed Lo suggest
the need for a special prosecutor.

“I think we're past that," he said at
the news conference. *']1 have been
asked to do this job and I'm going o
do it."”

He said that he would hire a “'sig-
nificant number" of lawyers and in-
vestigators, and that he would be the
kind of hands-on prosecutor who
makes the case rather than a counsel
who simply sits back to make the big
calls and leaves the day-lo-day work
10 vounger lawvers

Al a ume when many chients preter
flashy lawyers, Mr. Fiske's stvle 15
umitormiv described as “workman-
like® and how-key ”

He has rarely lost a big case, in
large part because he does not pros-
ecute unless he thinks he has abun-
gant evidence 1o win. In close cali

Mr. Fiske's colleagues say, he will
look for more evidence rather than
bring a case, even if he dislikes the
targets of an investigation or others
are clamoring 1or prosecuior

ML o> Nue HAMDOVERL G aieg
stretch of the imagination, but he's
businesslike," said Harold R. Tyler, a
former Federal judge and senior Jus-
tice Department official . who first
met Mr. Fiske in the 1950's, when he

was a young lawyer and Mr. Fiske |

was a summer intern.

Mr. Tyler ultmately became one of
Mr. Fiske's most important mentors,
As Deputy Attornev General in the
Ford Administration. he persuaded
the President 1o name Mr. Fiske as
the top Federal prosecutor in Man-
hattan.

Mr. Fiske is also a protégé and
former partner of Lawrence E.
Walsh, datung from the gavs when the
two worked together at the Wall
Street firm of Davis, Polk & Ward-
well. In 1986, shortly after Mr. Walsh
was appointed independent counsel 1o
investigate the Iran-contra affair, he
turned to Mr. Fiske for advice about
who to select as his depulies. Mr
Walsh ultumately considered select-

ing as his deputy either Mr. Fiske or =

Bernard W. Nussbaum, who 15 now
White House counsel. but at the time,
neither man was able 10 take the job.

Two Dilferent Styles

Although Mr. Fiske admires Mr.
Walsh, their stvles are different. Col-
leagues of both said today that i
would be a mistake to assume that
Mr. Fiske's investigation would end
up as fruitless as his mentor's.
Among other things, they said. M1
Fiske 15 more decisive, moves faster
and is able to recognize when he
canno! make a case.

Mr. Fiske, a Republican who was
appointed United States Atlorney by
President Gerald Ford in 1976, sub-
mitted his resignation when Jimmy
Carter was elected President. But
Mr. Carter kept him on at the sugges-
uon of a number of Democratic ad-
mirers, including Senator Daniel Pat
rick Movnihan of New York.

Mr. Fiske broke the conventional
mold of a United States Atorney by
personally trving some of his office’s
bigrest and most difiicult cases. One
case, involving Anthonv M. Scotio. a
leader of the Imernauonsl Long-
shoremen's Association, was brought
bv Mr. Fiske with the aid of a voung
apent of ine Federal Bureau of Inves-
ugauon, Lous Freeh. Mr. Freeh, who
15 now the Director of the bureau, met
todav with Mr. Fiske to discuss whai
ruie tne Fobk 1 will be playing in the

THE NEW YORK TIMES; FRIDAY, JANUARY 21, 1994

new investigation,

Alan Levine, who tried the Scotto
case with Mr. Fiske, said Mr. Fiske's
('Tl'l.“--l‘xﬂmlnillltlﬂ IV U00s non e
& Siorinin g AT A
hostie WILNess Witn nis rm grasp o
minute facts.

“We had on a tape the fact that
Scotto had handed over an envelope
to the Commissioner of Ports and
Terminals,” Mr. Levine recalled.
“Scotto had said that there were tick-
ets to a political event in the envelope,
but Bob was able to show through his
cross-examination and through his
gquestioning of other wilnesses how
unbehevable that was.”

Other lawvers who worked with
Mr. Fiske recalled his restraint, and
said he can be conservative in mak-
ing decisions about whether and how
to charge potential defendants

“y rememoper an incigent thal
quickly showed his metile,” said
Frederick P. Hafetz. who was the
chiel of the eriminal secuion under
Mr. Fiske “*When he first came in as
United States Attorney, 8 Young pros-
ecutor had a large and complex fraud

A thorough
investigation of
the Clintons
appears certain.

investigation against a high-visibility
person. Fiske made the call not to go
on the case because he didn't think it
could be proved,

"It showed real guts that he had the
judgment to say no, particularly be-
cause investigations often develop a
momentum of their own. And it was a
call for which he earned the wide
respect of the office.”

But Mr. Fiske has nol always
moved smoothly between New York
and Washington legal circles. Almost
frve years ago, some conservauve
Senators succeeded in shooting down
Mr. Fiske's proposed appoiniment Lo
be 1ne Depuiv Attorney General in
the Bush Adminmistrauon,

The proposed appointment was op- .

posed because in the 1980's he headed
a commuee of the Amernican B
ASSOCIALION Lhal quesuoned some of
President Ronald Reagan's nominees
for the bench. Critics, led by Senators
Strom Thurmond of South Carolina
and Charles E. Grasslev of lowa, both
Republicans accused Mr. Fiske of
unaermimng eforts 10 reshape Ut
courts in the Reagan mold.

The conservatives contended that
Mr. Fiske had erred in seeking the
views of the Allhance for Justice, 4
liberal group in Washington. The Sen-
ators painted this as part of a conspir-
acy, although Mr. Fiske maintained
that he was merely trving to find out
whether anv of the nominees had
histories of discriminating againsi
women or members minorities

Mr. Fiske left the bar associauon
committee shortly before it 1ssued &
divided appraisal that contributed 1o
the fmiure of Mr. Reagan s nomina
uon of Judee Robert H. Bork 1o tne
Supreme Court. But the appraisai so
angered the conservauives that the
normally staid bar association be-
came a target of searing criticism.
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Rono names lawyer to probe Whitewater deal

WASHINGTON (UPI) Attorney General Janet Reno named New York lawyer Robert
Fiske Thursday as the special counsel to investigate President Bilk Clinton's
connections to a failed land deal when he was governor of Arkansas.

Fiske, 63, is a Republican and a partner in the Wall Street firm of Davis, Po
In f976, President Gerald Ford appointed him U.S. attorney in Manhattan, a posit
until 1980.

Reno made the announcement at her regular weekly news conference, which was a
by Fiske. He said he would start his investigation Thursday by meeking with
Justice Department lawyers.

Fiske said his authority ““was very broad'' but expressed reluctance to place
completing the investigation. He said he would question the president and the fi
lady under oath with the aim of conducting an independent investigation.

The president and Mrs. Clinton invested in a real estate venture, Whitewater
Development Corp., managed by James McDougal. Questions arose when McDougal
purchased a savings and loan that went bankrupt. -

Investigators have been looking into whether McDougal funneled smoney from the
thrift, Madison Guaranty and Savings and Loan Association, into t#we Whitewater d
into Clinton's re-election campaign in 1984. -

Fiske also represented Clark Clifford, adviser to four Democratic presidents,
became head of a U.S. bank that was secretly and illegally owned h, the Bank of
Commerce International.

Fiske said he has not discussed his assignment with Lawrence Wa®%sh, a special
prosecutor who released his final report on the Iran-Contra arms-fer-hostages de
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BC~-CLINTON-WHITEWATER
FISKE NAMED AS CLINTON WHITEWATER PROSECUTOR

WASHINGTON (Reuter) - Attorney General Janet Reno Thursday named New York
lawyer Robert Fiske as an independent counsel to conduct a wide-ranging
criminal investigation into President Clinton's land and financial dealings
in Arkansas in the 1980s.

In a statement, Reno noted she had promised to appoint someone who was
““ruggedly independent,'' a characteristic she said the former federal
prosecutor would bring to the job.

Reno said the scope of his investigation would include any violation of
federal criminal law by ~“any individuals or entities'' relating to dealings
conducted by Clinton and his wife Hillary.

She said those dealings included the failed Madison Guaranty Savings &
Loan, Whitewater Development Corp, a money-losing real-estate venture in which
the Clinton's were part-owners, and the Arkansas-based firm Capital Management
Services Inc.

I don't expect him (Fiske) to report to me. I expect him to report to
the American people and I do not expect to monitor him,"'"' Reno told a news
conference.

She said the independent counsel would also have the authority to
investigate any possible obstruction of justice and "“any material false
testimony or statement'' in connection with the investigation.

She said Fiske would be able to seek indictments and prosecute anyone who
is "““reasonably believed to have committed
a violation of any federal criminal law ... including persons or entities who
have engaged in an unlawful conspiracy or who have aided or abetted any
criminal offense.'!

Asked whether he would investigate whether the July 1993 suicide of Vince
Foster, a close friend and Clinton and a White House counsel, was linked to
Whitewater or Madison in any way, Fiske said in a news conference: ~“That will
be one of the things we will be trying to find out.'!'

Fiske was named a federal prosecutor in New York in 1976 by Republican
President Gerald Ford but he was kept on in the post until 1980 by Democratic
President Jimmy Carter because of this “~“skill and integrity,'' Reno said.

Recently he worked as a defense attorney for former secretary of defense
Clark Clifford and his partner Robert Altman in the Bank of Credit and
Commerce International scandal.

REUTER
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Reno Names New York Attorney as Special Counsel

EDs: Combines pvs; news conference under way

By CAROLYN SKORNECK= Associated Press Writer=

WASHINGTON (AP) A former Republican U.S. attorney today was named special
counsel to probe President Clinton's ties to a failed Arkansas savings and
loan when he was governor.

The appointment of Robert B. Fiske Jr., was made by Attorney General Janet
Reno at a morning news conference.

Reno's selection of the 63-year-old Wall Street attorney answered
suggestions that the special counsel be a veteran attorney and, to
demonstrate independence, a Republican.

But some conservatives are likely to oppose Fiske, who ran the U.S.
attorney's office for the Southern District of New York in Manhattan from 1976
to 1980. He was appointed by President Ford but continued in office during the
Carter administration.

Conservatives scuttled Fiske's chance to become deputy attorney general
during the Bush administration because of his involvement in the American Bar
Association's screening of potential judges.

Former Sen. Gordon Humphrey, R-N.H., accused Fiske of sharing the names of
prospective nominees with liberal groups, ~“thus enabling those groups to
target conservative candidates even before their nominations were made
public.'!'

Fiske, with the Wall Street law firm of Davis Polk & Wardwell, recently
has represented key defendants in the Bank of Credit and Commerce
International fraud case.

He previously helped his former law partner, Independent Counsel Lawrence
Walsh, pick a staff to investigate the Iran-Contra arms and money scandal.

The choice was finalized a week after Clinton asked for an outside
investigation of his investment in the 1980s in Whitewater Development Corp.
and its links to Madison Guaranty Savings & Loan.

Justice Department investigators have been trying to determine whether
depositors' money was diverted illegally from Madison, which failed in 1989,
to Whitewater, a planned vacation-home project in Arkansas.

Madison was owned by longtime Clinton supporter James McDougal. He and his
former wife, Susan, co-owned Whitewater with the president and Hillary Rodham
Clinton. The Clintons have said they lost $68,900 on their investment.

Also being investigated is whether Madison funds were diverted to help
retire Clinton's 1984 gubernatorial campaign debt.

Among the candidates said to have been considered for special counsel were
former Attorney General Benjamin Civiletti, who served under President Carter;
former U.S. Attorney Dan K. Webb of Chicago, who was deputy independent
counsel in the Iran-Contra investigation; and Michael Manning of Kansas City,
who prosecuted of Charles Keating, owner of Lincoln Savings in Irvine, Calif.

Senate Republican leader Bob Dole pushed Reno for weeks to appeint a
special counsel, and he suggested Civiletti and Webb, among others.

Reno resisted, saying anyone appointed by her would not be considered
truly independent because he or she would still be answerable to Reno.

But after Clinton succumbed to political pressure Jan. 12 and asked her to
appoint a special counsel, she vowed to selected a ~“ruggedly independent'!
prosecutor.

ek e e filed by:APE-(--) on 01/20/94 at 09:39EST #**%%
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Wlutewatel; public money and Congrws

, it has been asked, is there any need for a
oonmunalmvesbgabmm&plmlm
hearings in the Whitewater affair now that

' Attorney General Janet Reno has acquiesced to
demands that she appaoint a special prosecutor?
such undertakings bylawmakersserwmmmtyw

dal, the truth was that there wasn't a vast web of crim-
inality to be prosecuted. Mr. Walsh got into the nasty
habit of assuming that everyone he targeted was
guilty, however, and the lack of evidence to support
that assumption was somehow evidence of an even
more sinister conspiracy. Even if the convictions of
John Poindexter or Oliver North had not been over-
turned on grounds that their immunized testimony
before Congress tainted the accounts of witnesses
against them, Mr. Walsh would still have closed

with a feathered cap. The fact that he

d:.dn’tbagu Reagan, President Bush, Sec-
wGeameShullzmdsnmhad

ndommmmmmmmhww
everything to do with the absence of evidence of

" The most important reason Congmssmmld
hearings on Whitewater, beyond the need to give the
matter a much-needed public airing, is that White-
water, as it is with the failure of the Madison
gﬂm &mummmmehcﬁ

tmstprmmg
gmss ' banking committees: reform of federal deposit

insured. This points up a serious weakness in federal
banking laws. If it were the state that was insuring a
thrift like Madison, then losses resulting from slop-
py regulation or political hanky pankywoddfaﬂm

T]A.Q Wa Sk'mg)-ﬁ‘o'/l

theuxpmmuﬂ.rhnm,mdwuuldbe the:.rpmb—
lem to deal with. But when it is the

nation as a whole who have to pick up the tab, there
ialmlnpmmmehdemmﬂmr
ﬂnnﬂndalhu polﬂul and financial environ

Someapdmﬁhrlhepmdduﬂhﬂvemmat -
anything  regarding Madison and White-
water is no big deal, just the way business is done in
Arkansas. Well, it is up to Congress to find out just
how business is done in that state, and if' it is as shifty
and incestuous as it seems, it is up to Congress to

asystem that puts federal guarantees behind
such business

Rep. Jim Leach, the Iowa Republican and rank-
ing minority member on the House Banking Com-
mittee, has done yeoman service to catalog the reg-
ulatory breakdown at Madison Guaranty and pursue
a careful investigation into whether such failings are
being repeated in Arkansas and other states. Mr.
mmmmmmmmm
it was shown to be insolvent and continued to be “a

ﬁunammmmli

And even more important
poimdmuuw?ﬂowisnmutabdmﬂtymud
institution could bumble along, burning money, and

for Congress to find out how to save taxpayers from
more Madisons in the future. Thats what congres-
sional investigations are supposed to be about, and
now is the time for lawmakers to do their job.
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Most recently, he has represmted
key defendants in the Bank of Credit
and Commerce International fraud

| case. He previously helped his for-

mer law partmer, independent coun-
sel Lawrence Walsh, choose a staff
to investigate the Iran-Contra scan-
dal.

According tp Justice Department
officials, the selection came after a
wecklong search, with a decision be-
ing made late yesterday.

The sources said other short-list
candidates included Dan K. Webb,
former U.S. attorney in Illinois, and
5(en.neth W. Starr, solicitor general

uring the Bush administra

Oty eaeatond bnchote fotuiar
Sen. Warren Rudman, former Su-
preme Court Justice Byron White,

wron maymenl ‘Hhur | Aman,
=t e o witeyvs gereral
Griffin m. ;'. and Benjamin Ll hetti,
former Senate Ethics Committee
counsel Robert Bennett, former U.S
Attorneys Michae! Baylson and An-
ton Valukas, and Reagan administra
tion White House Counsel AB
Culvahnuse

Miss Reno had rejected carly de
mands o appoint a special counsel
inthe case. saying 1t would not guar

antee independence. She said the ap-
I\t) r ce Wi uld still v‘-rl- for her.

judge panel to appoint an inde-
pendent, outside investigator in the
case. Her position changed after the
White House decided on Jan. 12 that
the appointment of a special counsel
Was necessary.

The sources said”Assistant At-
torney General Jo Ann Harris, who
heads the Justice Department's
criminal division, played an integral
role in helping to narrow the choice
to Mr. Fiske.

Mrs. Harris is a former assistant
U.S. attorney in New York who spe-
cialized in white-collar tax, securi-
ties, antitrust and fraud cases; pro
bono defense of indigents; and
teaching law students and young

lawyers.

. The special counse| will be asked
16 make a public Amer:
ican’ “on 'in the’
tangled financial dealings involving
Madison, Whitewater, the Clintens
and i

Mr Fiske was not available ias.
rught for comment. A call to his Dar-
ien, Conn., home was answered by a
woman who said he was not home
and would not be available for com:
ment until today.

Republicans. led by Senate Mi-
nority Leader Bob Dole of Kansas
and Rep James Leach of lowa. the
ranking Republican on the House
Banking Committee, have called for
a special counsel for weeks. The
Clintons steadfastly opposed such a
probe but yielded after 11 Demo
cralic < irs joined the Republi
ng that a special counsel

orat

cans n

Miss Reno repeated her conten-
tion that no one she chooses will be

consider everybody possible to
make sure that we select the person
who can be fair, impartial, and who
has a reputation for integrity and
skill" she said.

was first handled by US. Attorney
the Resolution Trust

her office. ~in= v ket v 2 n

Later, she recused herself when
press renorts mnﬂrrned that she

0% & ¢

...... - Rulnd
was married to a man Mr. Clinton
had appointed to a state job in Arkan-
5as

Much of what the special counsel
is expected to examine will be doc-
uments released last week by the
White House showing the Clintons’
involvement with Whitewater The
White House has released 10 boxes
of Whitewater documents but has
declined 1o make them public.

Some of the records include those
taken from the office of Deputy
White House Counsel Vincent W
Faster Jr, who killed himself July
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¢ children; if children who have chil-
' own 'parent or parents rather than

¢ then — and probably only then —
| young women in the welfare cycle
7+ may have a decent chance of not get-
Liberals have always had an inher-

an’ - dren are required to live with their *

. welfare-gupported illegi

e =

* break the cycles of
*poverty created by’
- welfare-supported.

L

timp:y- . The
‘notion that the White House can't
direct two major pieces of legislatior,
at the same time is behind the effort

to separate health and welfare legis-
lation, with welfare a decided second.

Mr. Moynihan is a powerful oppo-
nent as chairman of the Senate
Finance Committee because he
knows how to fipure. Sixty votes are

JANUARY 20, 1994 | PAGE A17
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necessary to break a filibuster. A filh- |

buster is likely if the Clintons insist on
employer-paid health care and uni-
versal covernge,

Reforming welfare is much less
controversial; many liberals have
joined conservatives in noting that
the importance of wark and respon
sibility are tied to family valyes

{Many have not.) Those who see wors |
as “punitive” are like permissive par- |

ents who never teach their chuldren
limits. Such indulgence invariably
cripples.

Growing numbers of teen-ajers
and even family planning enthusiass
can once again talk about the virtues
of teen-age virginity without smirk-
ing. The talk is of devotion and love,
not raw sex. If these moral attitudes
can spill over into our understanding
of welfare reform, linking love and
work as staples of a secure society,
Mr. Moynihan's long attention spun
(and memory) might be rewarded
with reform and reunion at last.



N.Y. Lawyer Fiske

Is in Line to Head v~

Whitewater Inquiry

By Michael Isikoff

Wskmgran Pt Statl Wraee

Robert B. Fiske Jr., a Wall Street
lawyer and former federal prose-
cutor, emerged yesterday as Attor-
ney General Janet Reno's expected
choice as special counsel to inves-
tigate the Whitewater Development
Corp. affair, sources said.

Reno is planning to name her
choice at a news conference today.
Sources familiar with the process
said Fiske, 63, became the leading
contender after Justice Department
officials developed a “short list” that
also included former solicitor gen-
eral and federal judge Kenneth W.
Starr and former U.S. attorney and
Iran-contra prosecutor Dan Webb.

Fiske was described by depart-
ment officials and outside lawyers
as having unusually strong creden-
tials for a politically sensitive and,
some believe, thankless task. A Re-
publican named by President Gerald
R. Ford to be U.S. attorney for the
southern district of New York,
Fiske continued to serve in that
post during the Carter administra-
tion and was praised for his han-
dling of a number of high-profile
cases. As a senior partner in the
New York firm of Davis, Polk &
Wardell, Fiske most recently was in
the news as one of the lawyers who
helped defend Clark M. Clifford and
Robert Altman in the BCCI case.

Fiske has close ties to a number
of Justice Department officials, in-
cluding Criminal Division Chief Jo
Ann Harnis, who worked in the U.S,
attorney's office under Fiske, and
FBI Director Louis J. Freeh, who
had been one of the top agents in a
major waterfront racketeering case
prosecuted by Fiske. In 1989, then-
Attorney General Dick Thornburgh
sought to name him deputy attor-
ney general,

But Fiske withdrew his name
from consideration after conserva-
tives complained he had under-
mined some Reagan administration
nominees for the federal judiciary
while chairman of an American Bar
Association screening commitle.
from 1984 to 1987.

The selection comes more than a
week after Reno, faced with a for-

mal request from the White House,
agreed to name a special counsel to
take over the department's inves-
tigation into allegations of possible
wrongdoing involving Clinton's in-
vestment in Whitewater as well as
the company's ties to the failed
Madison Guaranty Savings & Loan.
The S&L closed in 1989 at a tax-
payer cost of about $60 million, ac-
cording a recent estimate by the
Resolution Trust Corp.

Madison Guaranty was owned by
James McDougal, who, along with
his ex-wife Susan, was a business
partner of Clinton's in Whitewater,
an Ozark mountain real estate ven-
ture.

Reno said in a news conference
last week that she wanted to name
a “ruggedly independent” prosecu-
tor with a reputation “for honesty
and for real skill in terms of matters
such as this." But while Reno had
hoped to make the selection almost
immediately, finding a candidate
proved difficult.

Sources said one significant prob-
lem was potential conflicts of inter-
est,

At least some of the lawyers ini-
tially under consideration worked
for firms that have represented
prominent savings and loans. Jus-
tice Department officials were con-
cerned that such ties might raise
too many questions.

One example was former Carter
administration attorney general
Benjamin Civiletti, who had been
suggested as a possible candidate
by congressional Republicans,
Civiletti's Baltimore law firm,
Venable, Baetjer, Howard &
Civiletti, was sued by the state of
Maryland in the mid-1980s as part
of a savings and loan scandal
Civiletti said yesterday that while
he had gotten a message to call the
Justice switchboard this week, no-
body got back to him after he re-
turned the call, leading him to con-
clude he was no longer in the run-

ning.
But equally troublesome, sources
said, was fu}dir_rg a candidate willina

Suine Investigators beheve a
complete investigation of the
Whitewater matter could take more
than a year and could require an

array of hard-edged prosecutonal
tactics, such as threatened indict-
ments and grants of immunity to
key players.

One administration official said
yesterday the investigation “could
get ugly,” one reason that some
candidates appeared reluctant to
accept the job.

Sources said that in recent days
Starr had been mentioned as a pos-
sible candidate, touted as another
prominent Republican lawyer and
former judge who would give the
selection a bipartisan cachet. He
had heasn enlarend b Precident

e e e .S, Court
of Appeals for the D.C. Circuit at
the unusually young age of 37; he
later was sobcitor general in the
Bush administration.
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RenoIs Said to ChooseZ
New Yorker as Couns

By STEPHEN LABATON

Special 1o The New York Times

WASHINGTON, Jan. 19 — Attorney
General Janet Reno has settled on Rob-
ert B. Fiske Jr, a New York lawyer
and a Republican, to be the special
counsel to investigale the real estate
investments of President Clinton, an
Admunistration official said today.

Ms. Reno and other senior Justice
officials were described today as com-
pleting their work on the appointment
and going through a final background
check on the selection before making
the announcement.

Aides to Ms. Reno said that she could
make the announcement as early as
Thursday morning at her weekly news
conference, The conference was sched-
uled even though the Justice Depart-
ment was closed because of the cold
weather.

Mr. Fiske, a 63-year-old partner in
the Wall Street law firm of Davis, Polk
& Wardwell, was appointed by Presi-
dent Gerald R. Ford in 1976 to be the
United States Attorney in Manhattan,
and heid that position until 1980. He has
had a series of high-profile clients in
recent years in both political and fi-
nance circles. He did not respond today
to several messages left at his home in
New York and his office.

Seasoned Litigator

In selecling Mr. Fiske, Ms. Reno has
turned 1o a seasoned and widely re-
spected litigator who is known for his
low-key, yet elfective approach Ilo-
wards cases. Justice Department oflfi-
cials have said that Ms. Reno has
struggled to find a person of un-
matched integrity, particularly so that
if no wrongdoing is ultimately found,
she would be able 1o deflect any criti-
cism about the independence and thor-
oughness of the investigation.

During the Bush Administration, Mr.
Fiske had been selected to be the No. 2
official at the Justice Depariment. But
he withdrew his name from considera-
tion as Deputy Attorney General after
a protracted battle with conservative
Republican senators. Mr. Fiske had
been chairman of the American Bar
Associations committee on the Federal
judiciary from 1984 to 1387, a time
when the A.B.A. panel criticized some
of President Ronald Reagan's choices
for the bench.

Nonetheless, Mr. Fiske is highly re-
garded in New York circles as a litiga-
tor and defense lawyer. A native of
Brooklyn, he graduated from Yale Uni-
versity and earned his law degree at
the University of Michigan. He has long
been considered a leader of the New
York bar, and many of his friends and
colleagues now have senior positions in
the Clinton Administration.

In 1986, when one of his former part.
ners from Davis, Polk, Lawrence E.
Walsh, was named to be independent
counsel in the Iran-contra investiga-
tion, Mr. Fiske was consulted by Mr,
Walsh about what lawyers 1o be ap-
point as the deputies in the investiga-
tion.

Defending Clifford
Most recently, Mr. =i,

news as a defense law yei ol Lialk o
Clfford, the lawyer and lobbyist who
advised four Democratic Presidents|
and later headed a Washington bank-
INg company that was secretly and
illegally owned by the Bank of Credu[
and Commerce International. Mr. Chif-
ford, who was never tried because of 1ll
health, ulimately switched lawyers be.
cause he disagreed with Mr. Fiske's
advice that he not respond publicly to
accusations that he was involved in
wrongdoing

One of the special counsel's first]
dulies will be 1o work oul with lhej
Attorney General the scope of his as.
signment In particular. the Justice D
pariment must decade about whethn
the counsel will aiso investigate th

ililllgﬂ

circumstances of the death of Vinceas -
M. Foster Jr. At the time of his suicllt
last July, Mr.l Foster, a dtpu:y Whaler
House counsel and longtime fri

Mr. Clinton and his wife, Hiilnm
been handling some of their invol

ment with the Whitewater %

ment Company, the real estate

ness that the Clintons owned <
James and Susan McDougal. e

The search for an independent couer
sel had thrown into question the invelg. -

tigations by the Justice Departmene: .

into the Whitewater affair. Mr. McDaIlR™

gal also ran an Arkansas savings .

loan that failed almost live years =
and investigators have been exami .
whether the institution, Madison G
anty Savings and Loan Associat
improperly funneled money into Whi
waler or into Mr. Clinton's 1984
election campaign when he was Govile -
nor of Arkansas. =¥
Separate investigations have bees
conducted over Madison's relat
lo Whitewater and a note a
left by Mr. Foster. As Mrs, Clint -
law pariner in Little Rock, Mr. Fosies
handled some matters relating -
Whitewater and Madison and w
died, Whitewater files were f ,
office. They were secretly sent Lo tee
Clinton's family lawyer, David K&
dall, by the White House counsel, Beym*
nard W, Nussbaum. —
Although a Republican, Mr. F .
has many friends who were lawye
New York and now hold senior
tions in the Clinton Administrat

Those officials involved in his sel .
included Deputy Attorney Gm
Philip Heymann and Assistant At

ney General Jo Ann Harris, the

the eriminal division and a former N
York prosecutor who has worked

Mr. Fiske.

-
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BC-COUNSEL national editors:NY
Reno to announce Whitewater counsel today

By Richard Sisk

New York Daily News

WASHINGTON Attorney General Janet Reno on Thursday will announce her
choice of a special counsel to investigate the tangled business affairs of
President and Hillary Rodham Clinton in the Whitewater development, legal
sources said.

Among the top contenders are former U.S. Attorneys Robert Fiske of New
York and Dan Webb of Chicago, according to sources.

Fiske, 64, was appointed U.S. attorney by Republican President Gerald R.
Ford. He was also tapped to be the top deputy to Attorney General Dick
Thornburgh during the Bush administration but was forced to withdraw his
nomination because of strong opposition by conservatives in Congress.

Reno, who had initially resisted making such an appointment because it
would be perceived as politically tainted, was to make the announcement at her
weekly briefing for reporters, the sources said.

The attorney general has tightly guarded the names she has under
consideration for the politically sensitive post of special counsel. But she
has acknowledged being familiar with a list suggested by Senate Minority
Leader Bob Dole, R-Kan., who suggested former Attorneys General Griffin Bell
and Benjamin Civiletti, among others.

Last week, after several Democrats joined Republican calls for a special
counsel, Clinton dropped his resistance to the move.

The Whitewater affair, which hounded Clinton through the 1992 presidential
campaign, began with the Clintons' 1980s investment in the Arkansas real
estate development with James McDougal, the owner of Madison Guaranty Savings
and Loan Association. The S&L eventually failed and cost taxpayers as much as
$47 million to bail out.

Clinton has insisted that he lost money on the real estate deal, but
Republicans have called for a probe to determine whether funds from the S&L
may have been used to offset Clinton's campaign debts.

Reno had been opposed to appointing a special counsel, arguing that she
would be accused of picking an investigator who would go easy on the
president. Instead, she urged Congress to pass a new special prosecutor
statute that would enable her to have the courts pick an independent counsel.

But Reno bowed to Clinton's wishes after the president changed his mind as
the Whitewater affair threatened to overshadow his European tour.

#%x%% filed by:KR-F(--) on 01/19/94 at 23:54EST *#*#*%
#x%% printed by:WHPR(JEL) on 01/20/94 at 10:01EST ****



BC-ROE-COLUMN op-ed editors:WI
I hope Clinton didn't get caught up in something illegal in the Whitewater
deal

By Myrne Roe

Knight-Ridder Newspapers

Two words spring to mind when one considers how the Clintons have reacted
to ““Whitewatergate'':

*“Dumb. '’

““Guilty.'!

I hope the accurate word is the former, not the latter. And if they
haven't done anything wrong, then dumb is a mighty fine way to describe the
Clinton administration's handling of the situation. Doesn't anyone in the
White House understand that, if the story is going around, stonewalling won't
make it go away? Didn't anyone tell them that when they don't respond
immediately and with all the relevant details that they are assumed guilty
until proven innocent?

The whole matter of an Arkansas investment deal gone sour started piquing
curiosity when papers were removed from the office of White House aide and
close Clinton friend, Vince Foster, who killed himself last year. Reporters
dug around and found just enough to get the public more and more curious about
any connection between the Clintons' financial loss and a failed savings and
loan. Unfortunately, instead of stepping forth and answering questions
evolving from all the allegations, the president's response was pretty much an
in-your-face-America non-response.

Let us assume that Bill and Hillary Clinton have done nothing worse than
get caught up in a money-losing proposition. Let us assume that no laws were
broken, that at a minimum there was some poor but not fatal judgment
involved. If that is the case, then why wasn't the policy to approach the
matter by telling all there was to tell up front and real loudly? All that
foot shuffling and no-big-deal stuff has made what may well turn out to be a
tempest in a teapot of white water a really big deal.

So what should the administration have done? As soon as the story began to
break and not a minute later go to the media and say, ~“Here are the facts.
All the facts.'' Lay them out. Chances are if all questions are answered
directly, the story will die. If there's no dirt, there's no dirt. If,
however, there was some wrongdoing not criminal, but doubtful behavior then
confess, say why it won't happen again, apologize and get on with it.

That was the tack with Gennifer Flowers. The Clintons went on ~"60
Minutes, '' said that they had had marital problems. Pointed out discrepancies
in Flowers' story. It worked. The story except among diehard Clinton foes
went away. There was the saga of two former and apparently disgruntled aides
and an old political nemesis going to a right-of-center publication and
alleging some nonsense about Gov. Clinton using the Arkansas Highway Patrol to
procure dates for him. That tall tale has pretty much died for lack of proof
positive and consideration of the source. The Clintons stood together and said
loudly and firmly, ~“No way.''

So why be dumb about the Whitewater thing when the "~~“bimbo eruptions''
were addressed directly? Did the president suddenly forget that anyone in such
a high office always needs to remember a basic political rule? To wit: The
appearance of wrongdoing can be every bit as damaging as actual wrongdoing,
especially when you try to ignore it?

As it is, there is a search on for a counsel to investigate. Some senators
and representatives want Congress to do its own investigation. The story goes
on and on and on, getting in the way of the president's recent trip abroad and
such upcoming legislative imperatives as health care.

See, nothing is quite so damaging as a political story that just keeps
unfolding, bit by bit and rumor by rumor. A hemorrhage in such situations is
far better for the politician and for the country than a slow bleed. Get the
bloody thing over with rather than keep mopping up and putting on Band-Aid
after Band-Aid for weeks and months.



' I'm hoping that the president didn't get caught up in something illegal in
the Arkansas Whitewater deal. I already know that he has done something dumb
about it in Washington.

X X X

(Myrne Roe is an editorial writer for The Wichita (Kan.) Eagle. Readers
may write to her at The Wichita Eagle, 825 E. Douglas Ave., Wichita, KsS,
67202.)

*xk%  filed by:KR-F(--) on 01/20/94 at 09:17EST **&*
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bc-white-side
TRIALS AND TRIBULATIONS
OF JAMES B. MCDOUGAL
Eds: With mainbar, WHITEWATER.

By JOHN HANCHETTE=

Gannett News Service=

LITTLE ROCK If James McDougal ends up testifying before a federal grand
jury Thursday as scheduled, it won't be his first time in the U.S. Courthouse
on West Capitol Street.

McDougal, erstwhile business partner of Bill and Hillary Rodham Clinton in
the Whitewater realty controversy, beat bank fraud and conspiracy charges in
the same building after an eight-day trial in 1990.

Jim McDougal started out in the mid-1960s on the staff of the Senate
Permanent Investigations subcommittee, a famous panel run by the late Arkansas
Sen. John McClellan, which at the time was ripping apart the Mafia.

Three years later he switched to the staff of legendary Arkansas Sen. J.
William Fulbright, where he met a young Fulbright aide named Bill Clinton.

Clinton has told friends he first was attracted to McDougal because he
could do an uncanny imitation of Franklin Delano Roosevelt, a hero to them
both.

McDougal and his wife, Susan, brought the Clintons in on an Ozark realty
deal in 1978 Whitewater and four years later bought a savings and loan of
their own, Madison Guaranty. McDougal always had wanted to be a banker he
tried to start one in his hometown in his mid-20s, but then-Gov. Orval Faubus
would not approve it.

In any case, Madison Guaranty went belly-up in 1989, costing taxpayers
between $47 million and $60 million. McDougal soon was indicted by the Justice
Department, accused of bank fraud and misapplying funds.

The government said he arranged a ~“sham'' transaction by having Madison
loan "““straw buyers'' $950,000 for fake purchases of a Little Rock warehouse
and surrounding industrial park acreage here deals financed entirely by the
thrift, but made to appear as if others were using their own money.

Federal prosecutors claimed McDougal set up the ““bogus'' transactions to
show a profit on the Madison books, then took $75,000 in bonuses for those
““profits.'' They also claimed he used his wife's two brothers David and
James Henley (the latter a Baptist minister)

as front men by paying them false real estate "““commissions'' which they used
as down payments to buy the property in the name of another company.

In one transaction, a carpenter on the property was made president of the
purchasing company, which had no assets or cash. He later testified he did not
understand the whole deal.

These ~“straw man'' transactions were fairly common in the S&L scandals of
the 1980s intricate buy-backs set up to disguise the total use of a thrift's
money on both ends of a sale; this allowed S&L chieftains to divert deposits.

His lawyer then and now, Sam Heuer, first offered a form of insanity
defense, claiming McDougal was a manic depressive. He filed papers showing
McDougal had been hospitalized in Little Rock in 1986 for ~~florid manic
episodes'' in which he ““felt invincible and used poor judgment with money,''
then 2t other times ~“feels worthless and sees little hope for the future.''

Tl judge sent McDougal to the Springfield, Mo., medical prison, where
doct .:s ~“concluded that Mr. McDougal was mentally competent to stand trial
and was not suffering from a severe mental disease defect that caused him to
be unable to appreciate the nature and quality of the wrongfulness of his
acts.''

David Henley got his charges dismissed partly by showing he actually had
begun paying back the ““loan'' he apparently thought was real.

McDougal and James Henley went to trial. Prosecutors claimed McDougal saw
Madison as "“an endless supply of money.''

But Heuer argued the prosecution was a ~“witch-hunt,'' and the government
had not proved McDougal actually had made money, or connived to defraud the
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bank.

When the jury acquitted him and James Henley, McDougal said: ““This was a
political show trial that would do Joe Stalin proud.'!'

A Little Rock columnist suggested the federal prosecutors did not use
ﬁnough *“cornbread English'' to explain complex financial transactions to the

ury.

In 1989, the Justice Department indicted 247 top S&L officers in trying to
clean up the industry. McDougal was one of only three acquitted after trial.
He could have received 40 years.

Heuer thinks the jury was quite sophisticated.

““We proved to them that McDougal hadn't taken any money out of Madison,''
he told Gannett News Service. ““It would have been like robbing from
yourself.'!

Three years ago, looking back on the trial, McDougal told an interviewer
“*The one encouraging thing I thought of was that if they put me in jail,
they'll have to fix my teeth and maybe pay for this medicine I take, which
consumes about 45 percent of my monthly income.'!'

The court accepted McDougal's status as a pauper, his only income a $560
month' disability check. In 1986, he had an operation to clean out the
carot artery that was causing blackouts and causing mini-strokes. He can
read t ee minutes, then his vision blurs. His teeth were falling out before
the trial.

The court awarded Heuer more than $13,000 for his defense.

Now McDougal has been summoned to appear before another jury this time a
federal grand jury to tell what he knows of the Whitewater property venture
he embarked upon with the Clintons. His testimony will be secret, unless a
special counsel to be named by Attorney General Janet Reno eventually decides
to take the matter public.

#«x%x  filed by:GN-F(--) on 01/19/94 at 18:13EST **%
**%%* printed by:WHPR(JEL) on 01/20/94 at 10:01EST **%*
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WHITE\\'ATER RAPIDS: There's no easv wav to dispe!
every concern about the Clintons messy mmvolivement
with Whitewater Development Corporatuon: but the
response ol the admunstrauon s mysifvingiv detensie

Whyv not the falivst pubiie dhisclosure= Wiy not the muost
independent invesugaton possibie* Thisis nota mater
Of privacy, as the state troopers’ discredited reporis were

[t's a matter of public muerest. In parucular, janet Reno '«
decision not 1o AppoInt a Special prosecutor o nvest-
gate the attar o

o waniic program and no polincal sirateq. It
two mutans Vadimir Zhirinovsky has shown himselt 1o
he a buffoon. and while buffoons do occasionallv win
power in places like Russia 1and eisewhere). his ascen-
s1on 1% neither inevitable nor immediate. Meanwhile
there s no tangibie sign that Russia has either the means
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GrandJury Reconvenes

on ArkansasS. &L‘T

WASHINGTON, Jan. 18 — A Federal
rand jury looking into the collapse of a
?anled savings and loan association re-
convened today in Lutle Rock, Ark.
| There was no indication that it heard
any evidence aboul the ties between|
. the association and President Clinton's)|
| land development company.
Grand j\.lr)! proceedings are secret,
\ but people involved in the investig
said today that there had been no pre-
sentanion of evidence about the real
estate concern, the Whitewater Devel-
opment Company, Mr. Clinton and his
wile, Hillary, invested in Whitewater|
with James B. McDougal, the owner

the Madison Guaranty Savings and
Loan Associalion, which was taken
lil;:r by Federal reguhturs in March

A Federal prosecutor moved last.
week to have a second grand jury|
empaneled, saying the first jury did not
have the time to take up the White-
water investigation. It was unclear to-
day what jury would take up the mat-
ter. Furthermore, with Attorney Gen-
eral Janet Reno expecled 10 name a
special counsel in the Whitewater case
in a few days, it was also unclear what
role a grand jury in Little Rock would
play In an investigation.

Mr. McDougal has already been or-,
dered to appear before a grand jury,:
and other Clinton associates have said,
that they were notified that they would!
be subpoenaed. Betsey Wright, Gover-
nor Clinton's chief of staff, had also|
said she was Lo be summoned, but lhe‘
told The Associated Press today that;
she had heard that the subpoena hadl
inexplicably been withdrawn.

Federal investigators are trying to;
determine whether money was im-
properly diverted from Madison to
Whitewater or (0 help Mr. Clinton re-
pay a $50,000 loan for his 1984 cam-
paign for governor. Mr, Clinton has!
said that he engaged in no wrongdoing |
and that he lost money in the Whue-i
water investment. But last week he;
yielded to Congressional pressure and
asked the Attorney General to appoint!
a special counsel to investigate lhel
case,
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An Old Friend of the Clintons Stays Loyal, 'Speﬁds
Spare Time Doing Damage Control for President

By JamEs M. PERRY
Staff Reporter of THFE WaLil. STREET JOURNAL

WASHINGTON — Poor Betsey Wright,
capital insiders said with a hint of conde-
scension. Her old Arkansas boss, Bill Clin-
lon, didn't offer her a job in the White
House or anywhere else in his new govern-
ment, And so, they said, the best she could
do was accept a kindly benefice—an empty
desk in a downtown lobbyist’s office.

Poor Betsey Wright indeed.

All she’s done since she came to town
last March is make a splash lobbying for
everything from
the North Ameri-
can Free Trade
Agreement o
American Airlines
to  health care.
And when she
wasn'l doing that,
she was [(lying
down to Little
Rock on her own
time to work some
dextrous damage
control over alle-
gations by Ar-
kansas state
troopers that they had seen Mr. Clinton in
SOUME pretty compromising situations.

“I'm having the time of my life,"" she
says in an interview in her comfortable
office on the sixth floor of Washington's
first steel-beamed office tower. “This is
wonderful.”

“She's a great strategist and she's
doing wonderful things for us,” says her
boss, Anne Wexler, a prominent Democrat
and chairman of Wexler Group, a govern-
ment relations and public affairs consult-
ing unit of Hill & Knowlton Inc. Its client
list runs from American Alrlines to Gen-
eral Motors Corp. to J.P. Morgan & Co.

Ms. Wright won't even discuss who her
clients are, let alone how much she is paid
as one of Wexler Group's seven executive
vice presidents. Bul it's a fair bet that it is
a lot more than she made in her years as
one of Mr. Clinton's top aides and political
operatives in. Little Rock. "For the first
time in my life, I can say it's no one else's
business,” she says.

What makes the 49-year-old Ms. Wright
so special is her relationship to Bill and
Hillary Rodham Clinton. She's so close o
the first couple that she can afford to turn
down an invitation to drop by the White
House for an informal dinner and a movie,
an opportunity most lobbyists and
wheeler-dealers here would die for. “1
didn't want to see the movie," she says.

So close, too, that Ms. Wright expects to
be subpoeaned by a federal grand jury in
Little Rock looking into Mr. and Mrs.
Clinton's role in the controversy surround-
ing their Whitewater Development Co.
real-estale investment. Ms. Wright says
the Federal Bureau of Investigation told
her to expect such a subpoena, but she
says she has now been told to disregard
that warning. In any event, she says, she
expects to be subpoenaed eventually be-
cause she knows so much about Mr. Clin-
lon’s Arkansas campaign records. She
says she will co-operate with investiga-
tors.

Betsey Wright

Ms. Wright comes from rural Texas—
she was reared in little Alpine, just down
the road [rom Marathon, in the southwest-
ern “'Big Bend"' corner of the state — and
honed her political skills at the University
of Texas. She met Bill Clinton in 1972, when
they both worked in Texas in George
McGovern's forlorn presidential cam-
paign. She came to Little Rock in 1980,
after Mr. Clinton had been defeated for
re-election as governor, and then served as
his chief of staff after he was returned to
office in 1982. She ran his successful
re-election campaigns in 1982, 1984 and
1986.

““There is no person in the entire uni-
verse who is more loyal to Bill and Hillary
Clinton than Betsey," says Ms. Wexler.

Ms. Wright Is almost as protective of
the state of Arkansas. She loves the place.
When Mr. Clinton decided to run for presi-
dent, Ms. Wright saw that each of the
hard-edged handlers he hired was given a
copy of Diane Blair’s book about Arkansas
government and the state's rich, and
sometimes gamey, political history. She
‘wanted them to read the book and learn to
appreciate Arkansas’s rural charms.

The fact that mone of Mr. Clinton's
hired guns — she calls them the "white
boys™ — read the book, or tried to give
Arkansas a fair shake, still riles her.
“They showed so much disdain towards
the state. I felt it was very offensive," she
says.

Al a campaign-managers’ seminar at
Harvard University's Institute of Politics
after the election, she unloaded on the
attitudes of a number of Mr. Clinton’s
handlers, fingering polister Stanley
Greenberg as being particularly nasty
about Arkansas and what Mr, Clinton had
done for the state during the 12 years he
was its . I don’t know why 1
singled him [Mr. Greenberg] out,” she
a?yl;;ﬂe Wasn't any worse than the rest
e "

She is intense about her Clinton-
Arkansas connection, and it was this inten-
sity that often led the campaign handlers
to work around her during the campaign,
in which she was officially listed as
deputy chairman. The handlers won't soon
forget the time she set out to rebut charges
that Mr. Clinton had raised taxes and fees
in Arkansas something like 128 times. Not
50, she told reporters, it was only about 110

times — an admission that left senior strat- |

egist James Carville speechless.

She continues to view the “white boys"
left over from the campaign and still
working for Mr. Clinton with deep suspi-
cion. She lays the White House's problems
in dealing with the Whitewater contro-
versy to the fact that *‘none of them knew
anything about the Issue. There was no
mntuamty They couldn't connect the
dots." Left unsaid was the thought that she
did know something about Whitewater and
mﬂhﬂuhﬂelbeﬂer]ohmmmm

And so, when it comes to lobbying the
White House, not everyone working
is her friend. She prefers to deal with old

friends and colleagues from Arkansas
whose connections to the Clintons go

back beyond the campaign. Fortunately,
Washmgmn swarms with them, "It's
nice,"” she says, "I can't walk much more
than a block or so mt!lout bumping into
someone from Arkansas.”

She was [irst used at Wexler Group
to lobby for Nafta, working mostly to drum
up support from governors and mayors. ]
must say, | was impressed,” says Craig
Fuller, a former high-ranking aide to
George Bush, and now senior vice presi-
dent of Philip Morris Cos., who worked
with Ms. Wright on the Nma campaign.
“We were at the White House almost every
day, lrlt::lshewnn the respect of a lot of

She has also used her connections to set
up White House meetings for representa-
tives of the paper industry in their efforts
to water down federal provisions on how
much recycled waste should be contained
in paper bought by the federal govern-
ment. The Wexler firm's client is the
American Forest and Paper Association.

Ms. Wright also has put in a lot of time
with an obscure, congressionally spon-
sored agency called the College Construc-
tion Loan Insurance Association, better
known to its friends as Connie Lee. Con-
gress set up Connie Lee in 1987 to guaran-
tee low-rated bonds for bullding programs
at colleges and universities. The congres-
sional thinking was that the private mar-
ket would cover the insurance for the
higher-rated bonds.

But with such restrictions in its operat-
ing charter, profit-seeking Connie Lee
hasn't had much of a chance to spread its
wings. And so it has turned to Ms, Wright
and Wexler Group to lobby the White
House and Congress for permission

expand its insurance business to bond
issues for secondary  and—etementary
schools and possibly to bond issues for
infrastructure work — everything from
bridges to sewers.

Ms. Wright says she knows a lot about
this line of business from her days in Little
Rock. "People keep saying if you come
from local t you don't kmow
anything about Washington. That's a
crock. We've been the ones dealing for
years with all these programs dumped on
us by the federal government.”

""Betsey Wright has been very effec-
tive," says Oliver Sockwell, Connie Lee's
ambitious president. “'She has an almost
unique skill to translate highly
issues into words that everyone can under-
stand."

Ms. Wright has now reached the point
where she gets credit for pulling off lobby-
ing coups in situations where she has
barely been involved. It was rumored, for
example, that she was a pivotal factor in
getting President Clinton to intervene in
the American Airlines strike just before
Thanksgiving, and that a grateful airline
had paid out $1 million to the Wexler firm
in acknowledgement. “Ridiculous,"” says

' Ms, Wexler. Ms. Wright was barely in-
volved with the strike, according (o several
people familiar with the situation.

Ms. Wright see nothing wrong in blend-
ing personal rescue missions for the presi-
dent with her lnhlmng efforts inside the
administration. “‘I'm very careful not to
abuse the relationship,” she says. ““When I
call people I always mention the subject I

wanl to talk about and [ always identily my
client.”

But it does help, she concedes, that she
knows so much about the president and
how he thinks. “Every now and again,
some staffer tells me, “The president be-
lieves this or the president believes that.'
‘Boy," | sometimes can say, ‘you better }

k check back with him on that. It's not what
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Bigger than Watergate

"“The only reason he refuses to
release them [the documents] is be-
cause he knows they will be politi-
cally damaging to him,"” Al Gore re-
marked.

0K, so our vice president isn't
talking about his boss, Bill Clinton,
or even Whitewater-Madison, for
that matter.

Instead, the date is Oct. 15, 1992,
just two weeks before the pres-
idential election, and Mr. Gore is
demanding that opponent George
Bush release documents pertaining
to any U.S. dealings with Iraqg be-
fore its invasion of Kuwait.

“What we are seeing now,” Mr.
Gore said then, “is President Bush
presiding over a cover-up signifi-
cantly larger than the Watergate
cover-up.”

Relnventing gas

As we all know, President Clinton
and Vice President Gore have be-
gun the monstrous task of reinvent-
ing government. Doing his part in
this unimaginable process, Trea-
sury Secretary Lloyd Bentsen ap-
pointed representatives from each
of Treasury’s offices and bureaus
and placed them on a “six-month
detail,” dubbing them the “Treasury
Reinvention Team,” or TRT. It is the
TRT's job to advise the executive
level of any Treasury reinventions.

For instance, we've learned that
the TRT invented two new news
services — the “Reinvention News
Service,” which compiles and dis-
tributes reinvention news to em-
ployees, and “Reinvention On Line”
an 800-numbered phone service
that provides Treasury employees
with reinvention news at their fin-
gertips.

Callers to the latter can hear ap-
proximately five minutes of re-
corded messages about Treasury
reinvention activities, events,
successes and other topics. For in-
stance, the recording yvesterday
told us that Treasury’s inspector

—_———

Lawrence Eagleburger has a wry
take on the Clinton-Assad talks.

general'’s office, in doing its share
to reinvent government, will “re-
vise" its mission of “strict compli-
ance auditing” and instead develop
a "strategy for improving customer
satisfaction.”

Nothing of value

in the world to negotiate with.
Should President Clinton be check-
ing his pockets on the way home to
D.C."

A: “President Assad is very
tough. Whether President Clinton
should be checking his pockets or
not depends on whether he had
anything in them to begin with"

Clinton vs. Dole

President Clinton is expected to
address the nation's governors not
once but twice when they hold
their 1994 winter meeting here
later this month. Reforming the na-
tion's health care, welfare and edu-
cation systems will top an agenda
where the governors will also hear
from Senate Minority Leader Bob
Dole, who's all but announced his
intention to seek the presidency in
1996.

On health care, the Republicans
contend that Mr. Clinton's “rhetoric
has not matched the substance" of
what's officially called the Clinton
Health Security Act, H.R. 3600.

Certain theme park

Back on Nov. 3, we were the first
to report that Walt Disney execu-
tives were replacing Abraham Lin-
coln, of all popular presidents, with
Bill Clinton as a talking figure in
Walt Disney World's Hall of Pres-

Gene Randall was host of CNN's
“Late Edition" early Sunday night,
and his guest was former Secretary
of State Lawrence Eagleburger.

Q: “Secretary Eagleburger, I am
told you consider President Assad
of Syria one of the toughest leaders

Mr. Clinton's bust, we reported,
has become the first living presi-
dent to “speak” to guests in the the-
ater. “He" explains to visitors the
many important freedoms of being
an American and how, aided by
strong presidential leadership,

these rights came into being. In the
past, only Abe Lincoln has had such
a “speaking” role.

Well, our item didn't sit well with
Donna Wiesner of Arlington, an ob-
vious Lincoln fan who fired off a
letter to Martin Sklar, president of
Walt Disney Imagineering in Glen-
dale, Calif.

She wrote: “If Disney is going to
be so political, register as a cam-
paign contribution and be above-
board. If [you] are a theme
park, act like one, politics aside. 1
will remember this when you want
tax breaks from our area to build
another park”

Oral utter

Things were fairly quiet around
Washington yesterday, maybe be-
cause the federal government was
on holiday or because the snow and
ice deadened the usual noise of
rhetoric, punditry and assorted
other gashaggery. So we thought it
a good time to peek inside our na-
tion's courtrooms, gathering a few
excerpts from actual court tran-
scripts contained in Richard
Lederer’s new book, “Anguished
English.”

Q: “Mrs. Jones, is your appear-
ance this morning pursuant to a de-
position notice which I sent to your
attorney?”

A: "No. This is how I dress when
I go to work."

[T

Q: “What is your name?"

A: “Ernestine McDowell."

Q: “And what is your marital sta-
tus?”

A: "Fair"

L L1 ]

Q: “Doctor, how many autopsies
have your performed on dead peo-
ple?”

A: "All of my autopsies have been
on dead people™

(TT]

Q: “And lastly, Gary, all your re-
sponses must be oral, okay?”

A: *Oral”

Q: “How old are you?"

A: “Oral”

Aly
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he word “hypocrisy” has been tossed around

I a good deal by White House aides and liberal
reporters and pundits when discussing calls by
Republicans for a special prosecutor to look into the
Whitewater affair. In fact, in ing against the now-
defunct independent counsel law — the Watergate-
era legislation under which a special “court”
appoints an independent counsel who is accountable
to no oneé in the executive branch, much to the detri-
mentof the Founders’ concerns about the separation

the attorney as well as i
called for in the case, with varying suc-

investigation into the Clintons’ land-development
scheme. But Democrats on the Hill have bobbed and
weaved and squirmed their way out of holding hear-
ings of their own to uncover the Whitewater facts.

Th::lshypom.syofabmalhtahngorder There
can be no explanation for the stonewalling on Capi-
tol Hill other than a desire to protect a president of
tbenwomymy&mpue Democ-
rats’ new-found reticence with the zeal lavished
upon any question about propriety in Republican
administrations. were not
even limited to issues that touched on the activities
of the president.

Consider the wilding inflicted on Allen Hubbard
two years ago when he was the executive director of
the Vice President’s Council on Competitiveness. Mr.
Hubbard stepped on toes all over Capitol Hill by try-
ing to short-circuit the lines of command by which
lawmakers exercise unaccountable

mmuﬂumdﬁrwbylm;:ﬂ-
ing up and other federal

regulators,
bureaucrats and telling them what to do. (This often
goes by the name “constituent service.”) Mr. Hub-

And so Congress ganged up on him, with six dif-

Whitewater hypocrisy on the Hill /

tions. The crime they accused Mr. Hubbard of was
not exactly conflict-of-interest, but rather the possi-
bility that at some point in the future he might have
a conflict of interest.

Similarty,
might have been irregularities in the food assistance
program to Iraq, mgula.nt:es that might have
allowed the regime of Saddam Hussein to buy some
heavyu-ucksforhlsnuhmry Congress again went
into overtime with multiple hearings by muitiple
committees, most notably the House Banking Com-
mittee chaired by Texas Democrat Henry Gonzalez.
Mr. Gonzalez thought it sufficiently important to edu-
cate the public about presidential doings that he read
classified documentsinto the Record.
In fact, as editorials here agreed at the time, he there-
by shed much light on a disgraceful part of the Bush
administration’s record. Yet this same lawmalker has
repeatedly shrugged off demands that his commit-
tee look into the Whitewater case, which would be a
natural for him given that the questions all swirl
around the failure of a savings and loan.

There is palpable relief in some quarters on Capi-
tol Hill that the whole matter is going to be in the
hands of a special prosecutor, where it will be han-
dledqmedyttmmﬁewhopeuﬂm
lfdﬂeumdmery criminality, the affair can

Mhmumwmmm
House has gone to extraordinary to keep the
Whitewater files — or what is left of them — out of
public view. It is hard to avoid the conclusion that
something mighty interesting is lurking there. As
scn.RnbcrtDulesaldomtheweamd.mhism
ing campaign to embarrass Democratic lawmakers
mmmhyhmhtpt*auduﬂum
“Somebody must know we don't know"

What is most troubling about Whitewater isn't
what is known about it, but what is not known. It
seems the White House doesn't want the fog to clear
andumlﬁwuphmhm&unmﬂwn
doesn't. Capitol Hill is accommodating its desire. If

A Syrian commitment to peace?

mm&w::mmﬂ-

with details.
Mr. Assad's plans in relation to Israel are open to
a variety of interpretations — most of them not very
confidence-inspiring for Israel. But it is pretty clear
mathemmbemrmhmmmmeUmudSuua.

Mr. Assad would dearly like the United States to
pressure [srael to agree to withdraw from the Golan
Heights. This the administration has wisely refused
to do so far. He would also very much like 1o be
m&ummeSmmDepammummm
that sponsor terrorism. It was reported in early

Christopher

sideration. Removal from the list of terrorist nations
would mean great benefits for Syria in terms of pref-
erential trade agreements and access to military
from the United States.

got the prestige of a highly publicized meeting with
Mr. Clinton. In addition, even as the Geneva meet-
ing was pmeedhg.MrAmdguﬂuﬂludlhw
Boemgmjﬂtshehukmwmd. Commerce
Department having granted the necessary export
Hmmsmbepmmmemsa
goodwill gesture, a sign of “improved” relations
mm&ndamedndwwmm“mmn
hump” in the peace process.

Mr. Clinton also announced that the two leaders
had discussed US.-Syrian relations and that they had
instructed their secretaries of state “to establish a
mechanism to address . . . issues in detail and open-
vmmmmmmmw
stand in need of such a special mechanism. Proba-
bbmmnmmmmbmhhﬂmtheT

families of the victims believe) the terrorists who
blew up Pan Am 103, Syria ends up on the State
Department’s list of terrorist states. If it ceases these
activities, then it will be removed from that list. This
may sound a little primitive, but as long as the evi-
dence is honestly considered and not glossed over for
reasons of political expediency, then it actually
works.
&

(12~
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‘Whitewater Probe Sparks Little |
Public Interest, Survey Finds

By THOMAS B. ROSENSTIEL

TIMES STAFF WRITER

ASHINGTON —Despite in-

tense media coverage, most
Americans are paying little or no
attention o news accounts of the
investigation into President Clin-
ton's past business dealings, ac-
cording to a survey released Fri-
day.
Moreover, after a month in
which the so-called Whitewater

]

{ = FROM SATURDAY EDITIONS

story has increasingly become the
focus of White House press cover-
age, Clinton's approval rauing has
remained unchanged at 48%, ac-
cording 1o the study by Times
Mirror Center for People and the
Press

The rating is nearly equal to the
highest point it has reached in the
Clinton presidency. Only in the
first few days after the inaugura-
tion was it higher.

The survey, in which 1,4%4 adults
were interviewed from Jan. 6
through Jan. 13, has a margin of
error of plus or minus three per-
centage points. The results could
have been influenced by the word-
ing of the questions.

The Times Mirror Center is
owned by Times Mirror Co., which
also owns The Times and other
newspaper and communications
operations.

Only 13% of those interviewed
said thev had paid “very close”
attenmion 10 questions aboul the
First Family's investment in
Whitewater Development Corp., an
Ozark Mountain vacation resort,
while Clinton was governor of
Arkansas, Lthe survey found. Twen-
ty-nine percent said they had paid
“fairly close™ attention.

By contrast, 57% said they had
followed the stories “not too close-
ly" or “not at all.”

Only 15% of those surveyed said
they had paid very close atlention
to claims by some Arkansas state
troopers that they helped arrange
extramarital affairs for Clinton
when he was governor and before
his presidential inauguration.

Nearly 60% of those interviewed
said they had followed that story
“not too closely” and "not at all
closely.”

Unlike coverage of some other
controversies, the Whitewater sto-
ry has not yet provoked anger at
the press. Rather, the matter seems
simply not to have registered with
the public.

Sixty -one percent of those inter-
viewed said the press has been fair
to the Administration, while only
21% said it has been unfair, about
the same as last August.

In June, after news accounts of a
purported $200 haircut for the

President and the firing of several

White House travel office workers,
about 43% of those polled said they

thought the press was being unfair.

Clinton's approval raung was
highest in February, 1993, gradu-
ally dropping to a low point in June
and August. It has climbed since
then, with a slight dip in October.

The low level of interest in the
Whitewater story is not out of line
with past survey figures concern-
ing slories about Washington con-
troversies or allegations of wrong-
doing.

Since 1989, when the Times Mir-
ror Center first began examining
such matters, the highest level of
interest in such stories—31% —oc-
curred during the Iran-Contra trial
of Oliver L. North.

The use of public planes for
private travel by John H. Sununu,
White House chief of staff during
the Bush Administration,
was followed very closely by 26%.

In Clinton’s tenure, the most
closely watched controversy in-
volved attorney general candidates
Zoe Baird and Kimba M. Wood.

Both women lost out over issues
surrounding the hiring of house-
hold workers who were immigrants
and whether the nominees had paid
Social Security taxes. That story
was followed closely by 24% of
those interviewed.

Other controversies involving
Clinton—the suicide of White
House counsel Vincent Foster and
the firing of the travel staff—gen-
erated about the same public inter-
est as Whitewater.




A Warning Exit in Moscow

On its face, Yegor Gaidar’s departure from the
Russian Government is a blow to Boris Yeltsin and
an embarrassment to President Clinton. Only last
Friday in Moscow, Mr. Clinton praised President
Yeltsin for his commitment to economic reform,
though he was apparently then aware that Mr.
Gaidar, one of Russia's ablest reformers, was about
to quit as First Deputy Prime Minister. Citing
profligate decisions taken without Cabinet consulta-
tion, Mr. Gaidar gave a blunt farewell: I cannot be
at one and the same time in the Government and in
opposition to it."

A dramatic exit, certainly. But not yet a last
bow for Mr. Gaidar, who has quit, or threatened to
quit, on previous occasions. Resignations are a way
of forcing decisions, and one of the biggest facing
Mr. Yeltsin is whether to continue on a ruinous
inflationary course. The specific moves protested
by Mr. Gaidar illustrate the point: the earmarking
of $500 million for a lavish new parliamentary
building and, far more troubling, a proposed mone-
tary union between Russia and insolvent Belarus.

The draft agreement with Belarus, adopted by
the Yeltsin Government without discussion, pro-
vides that already weak rubles would be exchanged
one for one with a still weaker local currency,
worsening Russia’s own monetary hemorrhage. It

Aftershock vV

To the people of southern California, it always
seems to happen the same way. Sometime before
dawn, in that deepest hour of sleep, they suddenly
awaken, confused and disoriented. The china is
shaking. The windows are rattling. In an instant —
less time than it takes to read this sentence — they
leap from bed, staggering and stumbling and gath-
ering other family members under the flimsy secu-
rity of a door frame.

And so it was yesterday in the San Fernando
Valley, where a violent predawn earthquake, meas-
uring 6.6 on the Richter scale, killed at least 24
people, set fires, buckled freeways and turned build-
ings into rubble.

"This place was moving like a jackhammer
was going at it," said Richard Goodis of Sherman
Oaks, an affluent Los Angeles suburb. “Our bed-
room wall tore away. I was looking at the ceiling one
moment, then | was looking at the sky. I thought we
were dead.”

y Y

is the kind of decision that has made Viktor Gera-
shchenko, chairman of the Russian central bank, a
symbol of incompetence. He has printed money
chiefly to keep unproductive factories afloat. So
appalling has been his stewardship that Boris Fyo-
dorov, the Finance Minister as well as a Deputy
Prime Minister, threatens to resign rather than
serve with Mr. Gerashchenko.

To view these disputes as arguments over the
pace of reform wholly misses the point. Runaway
inflation sabotages any economic system, and the
poorest are the biggest losers. Voters cannot eat
worthless rubles. Unfairly if understandably, Mr.
Gaidar's reformist party was punished in recent
elections by frustrated Russians who turned to
ultra-nationalists.

Fiscal restraint is a precondition for any func-
tioning economy, with or without reforms — a point
underscored by Mr. Clinton and his economic team
in their overtime talks last week. How Russia
moves against hyperinflation is first and foremost
the job of the Russians themselves.

While not taking sides in Moscow's internal
quarrels, Washington needs to keep pressing for an
end to fiscal folly. Seen in this context, Mr. Gaidar's
exit is a warning that, if unheeded, could presage a
calamity. I

The elapsed time is generally about 30 seconds,
start to finish. And then it stops, although the
adrenaline flow, the fear and the aftershocks, some
of them large, do not. And then the damage assess-
ment begins.

For the people in and around Los Angeles, that
damage includes the tragedy of lost lives, the mil-
lions of dollars in property destruction and the
widespread inconvenience caused by the severing
of four of the region's busiest highways, daily
arteries for hundreds of thousands of commuters.

Only someone who has been through an earthe
quake can possibly understand the terror it brings.
In the days and weeks to come, the slightest noise in
the night — the creak of a screen door, the flapping
of a shutter — will bring residents of the San
Fernando Valley fully awake, hearts quivering.
They, better than most of us, will understand the
precariousness of human life on the edge of nature's
immense, imponderable forces.

The Veep Signs On / :

The Clintons® style of damage control has cer-
tain hallmarks that have been on clear display since
the 1992 campaign. .

Phase one involves expressions of anger from
President and Mrs. Clinton. Mr. Clinton's unseemly
outburst at NBC correspondent Jim Miklaszewski
in Prague was a classic example of his calibrated
tantrums. The anger is usually followed by dollops
of self-pity. The implied message is this: *‘Why are
you asking me these petty questions when I am
working so hard to improve the world?"

Next come the surrogates asserting that any
questioning of Mr. Clinton's behavior, motives, leg-
islative compromises or personal or campaign fi-
nances is out of bounds. If the questions come from
the Republicans, Mr. and Mrs. Clinton are cast as
the undeserving victims of partisan malice. If they
come from the press, they are the targets of promis-
cuous curiosity designed to undercut bursts of Pres-
idential popularity.

One interesting feature of Clintonian damage
control is that the spokesmen seldom have full
firsthand knowledge or the authority to produce
documents. Their job is to assert that based on their
faith in Mr. and Mrs. Clinton, nothing untoward
could have occurred. These spokesmen are also
expected to attack the character or motives of
anyone who asks for information on questions such
as how much the Clintons paid for their half share of

Whitewater Development Corporation and whether
Mr. Clinton's Arkansas bank regulators went easy
on the Clintons' Whitewater partner, James McDou-

Throughout his relationship with Mr. Clinton,
Vice President Gore has resisted serving in the role
of uninformed political bodyguard. His public refus-
al to defend Mr. Clinton's veracity against attacks
from then Vice President Quayle in their Oct. 13,
1992, debate got Mr. Gore in trouble with Mr.
Clinton's strategists. But it was also read in political
Washington as a tough signal from Mr. Gore to his
running mate that he would not vouch for Mr.
Clinton’s conduct in the years before they teamed
up.

But Mr. Gore has now signed on as a defender
sans facts. In a series of appearances recently, he
has said categorically that there was no wrongdoing
on Whitewater. Loyalty is expected of Vice Presi-
dents, of course, but students of politics will want to
note that Mr. Gore has now stepped boldly into
territory he avoided. He has bonded himseif to Mr.
Clinton as never before.

Is this move based on Mr. Gore's knowledge,
his faith or a gambler's instinct for what best serves
his own ambitions? Interesting speculation in light
of the fact that the Vice President has not, accord-
ing to his office, read the Whitewater documents
himself.
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Clinton, Marking King Holiday, Pushes Domestic Policy Prog_r:ams

By GWEN IFILL
Spd il b e Mew Yastk Dimes

WASHINGTON, Jan. 17 — Declaring
that ““the absence of discrimination is
not the same thing as the presence of
opportunity,” President Clinton today
marked the Rev. Dr. Martin Luther
King JIr.'s birthday holiday by promot-
Ing several of the Administration’s do-
mestic policy initiatives and linking
them to Mr. Clinton's just-completed
trip to Europe,

The President, speaking ar Howard
University to an audience of students
and prominemt blacks, was accompa-
nicd by most of his black senior advis-
ers, including Mike Espy, the Secre-
tary of Agricullure.

Drawing on elements of the specch
he delivered to black ministers in
Memphis last year, Mr. Clinton said
Dr. King, the civil rights leader who
wis assassinated in Memphis on April
4, 1968, would be disappointed if he saw
what had become of his ideals.

“As | come home on this Martin
Luther King Day from a trip that
fought Tor democracy and economic
progress and security, | have to ask
myself, 'How are we doing on these
things here at home?’ " Mr. Clinton
said,

Practice What Is Preached

“I democracy is the involvement of
all of our le, il it is making
strength out of our diversity, il we want
fo say to the people in the troubled

. arras of Europe: "Pul your ethnic ha-
treds behind you, Take the differences
= Ihe religious differences, the racial
differences, the ethnic differences — of
your peaple, and make them a strength
n the global economy,’ surely we must
dlll the same here.*

Thie President also sought to drive
his point home today by holding a cere-
mony in the White House state dining
room to announce that the application
process has begun for communities to

apply for a new, lederally sponsored
development program of “empower-
ment zones' for urban and rural areas.

Mr. Clinton tried to emphasize his
|lurban policy agenda by making the
empowerment zone announcement and
signing a memorandum on fair housin,
enforcement at the end of the Howa
University .

Tossing two other initiatives inlo his
grab-bag of references today, he also
called attention to his Administration's
national service program and efforts to
promote innovalions in high technol-
ORY.
“We've also learncd, afler several
years of neglect, that neglect is not a
very good policy cither,” Mr. Clinton
said as he discussed the empowerment
zone plan at the White House. “*Some-
how, there needs to be a new partner-
ship belween Washington and the com-
munities and the individuals of this
country, and there needs (o be a way of
doing business in which we try to cre-
ate the conditions in which people can
seize opportunities for themselves."

Tax Incentives and Grants

The President's new Community En-
terprise Board will oversee efforts by
the Department of Housing and Urban
Development, the Small Business Ad-
ministration and the Department of
Agricullure to designate the nine em-
powerment zones and 95 enterprise
communities that will receive $2.5 bil-
lion in Federal 1ax incentives and §1
billion in grants. The deadline for appli-

cations is June 30,

Asserting that in his first year in

olflice there had heen a 35 percent

increase in the number of housing dis-

crimination complainis that were filed,
Mr. Clinton said, *That is the sorl of
thing that Martin Luther King would
want us to do — not just to let discrimi-
nation go away, but to create opportu-
nity."”

Time and again during his speech al

Howard University, the President com-
on the results of his 10-day trip
., where he said he witnessed
of steps being taken foward
peace, democracy and freedom that

mented
to Eu
the k

Dr. King would have supporied.
Rise In Domestle Violence
“1 pledged to help the people

and  Individual

Citing the continued rise in domestic
violence and the contrast thal presents

who
believe in democracy,” Mr. Clinton
sald of his trip. “And democracy
means more than one thing. It means
majority rule. It also means respect for
human

to Dr, King's life work, Mr. Clinton sald
the United States has problems at
home that are as significant as the
challenges he faced abroad.

“1 come home lhinlﬂngl to mysell 1
am so proud of the fact that | had the
chance to be President al a time when
the United States was leading an agree-
ment with Russia and Ukraine and
Belarus and Kazakhstan to dismantle
weapons of mass destruction,” he said,
"But we can't get guns out of our own
schools.

"We would be asked, | think, by
M:nhs Luther King, 'How come this is
§07" "

didates to avoid any who might be

ke Representative

Jim Leach of lowa, who continued to

The President’s willingness to bring
press for a Congressional inguiry, But

They also said that she wants to
simply trying to keep the issue alive

worked through the weekend 1o narrow
the list of possibilities.

Republican critics, i

tion.
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'lloﬂ money in the Whilewater invest-

‘ ment

el

to he

Mr. Clinton repay a $50,000 loan for his

p

gaged in no wrongdo- |ment to investigate has not silenced

ing and that he and his wife, Hilla
prosecutors seek 1o un- |Mr. Clinton's allies in Congress, like

rstand the financial relationships be- | Senator David Pryor, Democrat of Ar-

tween the Clintons and Mr. McDougal,'| kansas, have said the Republicans are

Investigators from the Jusiice De- pavoid appearing to be dragging her feet
| Attorney General Janet Reno is sched-

partment are trying to determine |in making her choice. Some aides

whether Madison funds were im
erly diverted to Whitewater or

As Federal

1984 campaign for governor. Mr. Clin- {in someone from outside the Govern-
de

ton has said he en,

staff, who supervised campaign fi-

| nance records.

appear before the grand jury later this

week. Other Clin

| uled to return to Washington on Tues- | long enough to embarrass Mr. Clinton
:_da_v evening from a trip to the South- | in the 1996 Presidential campaign.




Wright-2: Clinton Friend Fiercely Loyal To Arkansas

What makes the 49-year-old Wright so special is her relationship to Bill
and Hillary Rodham Clinton. She's so close to the first couple that she can
afford to turn down an invitation to drop by the White House for an informal
dinner and a movie, an opportunity most lobbyists and wheeler-dealers here
would die for. So close, too, that Wright expects to be subpoeaned by a
federal grand jury in Little Rock looking into and Clinton's role in the
controversy surrounding their Whitewater Development Co. real-estate
investment.

She met Bill Clinton in 1972, when they both worked in Texas in George
McGovern's forlorn presidential campaign. She came to Little Rock in 1980,
after Clinton had been defeated for re-election as governor, and then served
as his chief of staff after he was returned to office in 1982. She ran his
successful re-election campaigns in 1982, 1984 and 1986.

'There is no person in the entire universe who is more loyal to Bill and
Hillary Clinton than Betsey,' says Wexler.

Wright is almost as protective of the state of Arkansas. She loves the
place. When Clinton decided to run for president, Wright saw that each of the
hard-edged handlers he hired was given a copy of Diane Blair's book about
Arkansas government and the state's rich, and sometimes gamey, political
history. She wanted them to read the book and learn to appreciate Arkansas's
rural charms. The fact that none of Clinton's hired guns - she calls them the
'white boys' - read the book, or tried to give Arkansas a fair shake, still
riles her. 'They showed so much disdain towards the state. I felt it was very
offensive,' she says.

(MORE) AP-DOW JONES NEWS 01-18-94

0532GMT

*x*%x  filed by:DOWV(--) on 01/18/94 at 00:38EST %%
***% printed by:WHPR(JEL) on 01/18/94 at 07:54EST *k%%



LOS

ANGELES TIMES / WASHINGTON EIMTION

@ Bill Clinton and James B
MeDougal, old friends who had
worked for Sen. J. William
Fulbright of Arkansas in the
19608, become 50-50 partners
{along with their wives) in
Whitewater Development
Corp., a real estate venture
offering cabins and vacation
homes along the scenic White River
in the northern
Arkansas Ozarks.
The MeDougals
ﬁut up maore than
alf of the money
and manage Lhe
company

= Clinton, then
state attormey

Eeneral, is
Sales pitch from elected
Whitewater brochure g;’;:“‘:" of
“We're thankful |1; :::{:.i
we found MeDougal to his
Whitewater  Cabinet as
and have the  director of
¥ economic
BFI:,?:J_‘LI;}:E to development.
p: The Clinton
the way it Administration
was meant fo alsoleases one of
be lived. MeDougal's
We're really  buildings for a
Iucky—just state office.

109 down and
SEDEN years (o
pay it off.”

® McDougal, whoe by now has
left state government, lends
Hillary Clinton $30,000 to build
athree-bedroom ranch-style
unit at Whitewater. The next
year she sells the property for
about $27.500. In 1988, after the
buyer defaults en
his payments and dies, she buys
the property again for about 58,000
and resells it for about $23,000.
After paying a §13,000 debt on the
r:zegly. the Clintons report a
g capital gain from the
Lransaction.

) 08 W =

B ® McDougal buys Madison
k] Guaranty Savings & Loan, a
i} small financial institution with
bl assels of about $3 million, He
beging lending money to im-
portant people in the state and
becoming invelved in large
speculalive ve nlures. He dim
conLinue:
run the White-
water real estate
business, bul
buyers for the
wvacalion property
on the 200-acre
sile are becoming
harder ta find

1. McDougal

TUESDAY. JANUARY 18,

1994

mFederal regulators begin o
question banking practices at
Madison Guaranty after
McDougal transfers five bad
loans to the thrift from a bank
he alse owng. In this same
period, Whitewater makes
Clinton’s loan payments on a
$20,000 note he had taken out
an another Arkansas bank

BROE

win April, McDougal hostsa
political fund-raizer in the
lobby of his S&L Lo help retire
Clinton’s 1984 campaign debt of
$50,000. About §35.000 is raised
during the party, with aome of
the proceeds in the form of
cashier’s checks drawn on
Madison Guaranty.
Investigators now suspect a total of
about $12,000 may have come from
overdrafts at the institution.

m Madison Guaranly's assets have
anared to $107 million. Loans to its
own officers and directors have
grown from $500,000 to $17 million.
Large loans are also being extended
o Fulbright and other state political
figures. Jim Guy Tucker, who later
will follow Clinton into the
governor's office, negotiates a 50%
reduction in his debt of more than
$1 million. Seth Ward,
father-in-law to Webster L.
Hubbell, then a law partner with
Hillary Clinton at the Rose Law
Firm and currently a Justice
Department afficial, defaults an
$591.793.

nowe

® Madison Guaranty puts Hillary
Clinton on a $2,000-a-month
retainer to do legal work.
McDougal, in an interview later,
says he hired her because Bill
Clinton told him the family needed
the money. The White House denies
Clinton solicited the job for his wife.
mWith regulators increasingly
concerned about Madison
Guaranty’s stability, Hillary
Clinton, an behalf of the institution,
seeks state approval to recapitalize
the institution with a special stock
sale. The request is supported by a
financial report that indicates the
institution iz solvent.

m Beverly Bassett Schaffer, the state
Securities commissioner appointed
by Gov. Clinton, approves the sale.
However, the plan is never put into
effect because Madison Guaranty's
finaneial condition becomes toa dire

m David Hale, a Little Rock
judge appointed by Gov.
Clinton and head of a small
buginess investment
company, lends $300,000 to
a real estate firm owned by
McDougal's wife, Susan. He
later claims the loan was
solicited by Clinton and
MeDougal, whe necded the

o 0o D

Whlte House

What began as a simple real estate venture for Bill and
Hillary Rodham Clinton in the late 1970z has led to the
announcement that a special counsel will investigate
the now-complex matter. How deeply were the
Clintons involved and what did they gain? What
follows is a history of what is known so far about the

‘Whitewater affair

money Lo clean up some bad
loans at Madison Guaranty.
(They deny this.} About
$110,000 winds up in
‘Whitewater's accounts.
Hale will later be indicted on
charges of defrauding the Small
Business Administration, which
gy backed the loans his
investment company was
supposed to be making to
minority small businesses.
Having resigned from the
bench, he is scheduled to go
on trial in March.
m Federal regulators move
in on Madison Guaranty
and oust McDougal as
chairman.
® According to MeDougal, all
Whitewater records are sent
at Hillary Clinton's request
to the governor's mansion in
Little Eock. The Clintons
say they made no such
request and did not receive
them. Many records are
believed tobe missing.
w Madizon Guaranty fails and
is taken over by the Federal
Deposit Insurance Corp. and
the Resolution Trust Corp.
Vincent Foster, a senior
partner at the Rose
Law Firm, solicits the FDIC
to handle its legal work on

. failed financial
institutions in
Arkansas. The
FDIC hires the
firm to sue the
Frost & Co.
accounting firm
for negligence in
auditing Madizon
Guaranty's books.
Much of the legal work is
handled by Hubbell. The suit 1=
later settled for 81 million,

~J O D

W0 00w

W

V. Foster

\N

negot iated dpm&mﬂw
OVErnment s

ﬁ:r $6 million. The law firm

receives §400,000 in legal fees

from the FDIC.

u McDougal is indicted on federal

charges of bank fraud. He is

acquitted the following year.

= With Clinton now

running for President, new

attention is drawn to

MW

MrcDougal association. The
Clinton campaign hires
James Lyons, a Denver
attorney and Clinton
confidant, Lo review the
matter. He releases an
accounting report, based on
incomplete Whitewater records,
that concludes the Clintons
gained nothing from the
investment. Rather, he says.
they Tost $68,900. MeDougal

Whitewater and the Clintori-

Bill and Hillary Clinton during his first term as governor,

insists that the Clintons could not
have lost that much. The
Clintons, represented by Foster,
sell their interest in Whitewater
1o McDougal for the nominal
amount of $1,000. In the fall, the
RTC presents the U.S. attorney’s
office in Little Rock a detailed

Madison Guaranty. The 21-page
report accuses McDougal and his
now ex-wife Susan of criminal
wrongdoing. It identifies the
Clintons and Jim Guy Tucker,

“shell corperations” created by
MeDougal but says there is no
hard evidence that they were
involved in improper activities
related to the institution.

uIn October, federal prosecutors
in Little Rock file a report to the
Justice Department, indicating
that further investigation of the
malter is needed.

wuClinton is elected President.

w Federal prosecutors in
Wazhington decide against
autherizing a formal criminal
investigation in the case. But
they leave the final decision
ta the U.S. attorney in Little
Rack.

m0n July 20, Foster, now
White House counsel, shoots
himself in an apparent suicide. As
White House officials later
acknowledge, the Clintons'
records on Whitewater are
removed from Foster's office
before investigators probing his
death have a chance to examine
them. The files are sent to
Clinton’s personal lawyer, David
Kendall,

mn September, the RTC asks the
Justice Department to open a
criminal investigation inte
Madison Guaranty's collapse. This
time, RTC investigators note that
they have found evidence that
depositors’ funds may have been

WinwE

.. improperly diverted to Clinton's

1984 campaign and to

summary on their investigation of

now the governor, as principals in

Whitewater. The expanded
request lists nine instances of
possible eriminal activity.

wThe report is sent to the new
U5 attorney in Little Rock,
Paula Casey. A Clinton appointee
and former campaign volunteer,
she recuses herself from any role
in the matter. A team of Justice
Department attorneys goes to
Little Rock to look into the case.
Atyear's end, with political
preasure on Clinton mounting, the
White House agrees to surrender
the Chintons' Whitewater records
to the Justice Department. It does
so under a subpoena that blocks
their pisblie diselosure.

w On Wednesday, Jan. 12
Clinten changes his

posture and asks Atty. Gen.
Janet Reno to name a special
counsel to investigate the
Whitewater matter. She
begins considering
candidates for that post,

BOWOE

THE KEY QUESTIONS
Among the questions that lie at
the heart of determining the
depth of President and Hillary
Clinton’s invelvement:

© Were funds illegally diverted
from Madison Guaranty Loan to
the Whitewater Development
Corp., which was partly owned by
the Clintons, or used to defray a
$50.000 debt from Clinton's 1984
campaign for governor of
Arkansas?

© Did the Clintons use political
influence in any way to help keep
the troubled institution in
business longer than it should
have been, thereby increasing the
cost Lo taxpayers when the thrift
ultimately failed?




Clinton Didn’t Profit in 1979 Transfer
Of Land to Whitewater, Associate Says

By JEFFREY H. BIRNBAUM
Staff Reporter of THE WaLL STREET JOURNAL
WASHINGTON - President Clinton
didn't make a capital gain when he and his

tion.

The comment was made in response to
2 Time magazine article this week. The
article notes that the land's value—$882 an
acre when it was first purchased by Mr.
Clinton and his partners in 1978 — was
pegged by them at a higher price, $1,087 an
acre, when it was transferred to Whi-
tewater about a year later.

The Whitewater investment I8 under

5
2
E
5
:
g

ported any profits or losses to the Internal
Revenue Service and other authorities.
The person close o the Clintons, who
declined to be identified otherwise, as-
serted vigorously that the asset transfer in
1979 wasn't a taxable transaction from
which a capital gain or loss could be
recorded. Four people — Mr. Clinton, Hil-
lary Rodham Clinton and James and Susan

McDougal — bought the land in 1978, and
those same four formed the Whitewater
partnership into which that asset was
placed in 1979,

Thatkind of transaction is better classi-
fied as a reorganization, the person close
to the Clintons said. and does not lead to
either profit or loss, regardless of what
value the owners place on it. No money
actually changed hands. And, the person
asserted, the increased valuation of the

land was reasonable because in the year of
ownership, work was done on the property, |
including the building of & road and sur-
veying and marketing of the land for
sale.

The Clintons and McDougals bought
the land from a company called 101 River
Development Inc. The land was part of a
3,600-acre tract for which 101 River Devel-
opment had paid about $400 an acre less
than a month earlier. The person close to
the Clintons said this price discrepancy

McDougals were buying choice pieces of
the larger tract. The person also said 101
River Development was not owned by
either family.

on any specific allegations raised by the
Time article, *'The Whitewater matter is in
the hands of the special counsel, once it is l
a senior aide to the president.

>
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Hillary Clinton in Spotlight
for Her Role in Whitewater

® Inquiry: Her reputation as a top corporate lawyer seems to conflict with her purported

naivete about high finance.

By JOHN M. BRODER

and JAMES RISEN
TIMES STAFF WRITERS

ASHINGTON —As the White House struggles to
contain the controversy surrounding the First

Family’s involvement in the tangled Whitewater
real estate and banking affair, First Lady Hillary Rodham
Clinton's role has begun 1o raise as many questions as her
husband's.

Indeed, the Whitewater matter now seems to be a
controversy befitting the Clintons’ modern, two-career
political marriage: Just as the First Lady has played a
critical role in major policy decisions on health care and
other issues, she now finds herself a central figure with her
husband in this politically threatening affair.

It is Hillary Clinton's independent career as a top
attorney in Little Rock, Ark., while her husband served as
governor—and her reputation for being the financial
brains of the household—that have prompted questions
about her role in the Whitewater matter.

Even friends in Arkansas are wondering why she has not
come forward with a fuller account of what she did and
what she knew at the time the events in Arkansas were
unfolding.

“l don't know why she hasn't been more open about
explaining” her work as a lawyer for the defunct savings
and loan at the center of the affair, said Beverly Bassett
Schaffer, a former Arkansas state regulator and longtime
acquaintance. “[ don't understand why they [the Clintons]
were in business with someone like McDougal," the thrift's
owner.

James B. McDougal, a friend of Clinton's, owned Madison
Guaranty Savings & Loan and was half-owner with the
Clintons in an Ozark Mountain real estate venture called
Whitewater Development Corp.

The President and Hillary Clinton have said they were
innocent bystanders as McDougal drove his lending
institution into the ground with a binge of bad loans and
frittered away nearly $70,000 of their assets on the
bankrupt Whitewater project.

Unresolved, though, is the mystery of how to reconcile
this image of naivete in the world of high finance with

Hillary Clinton’s reputation as a top corporate lawyer and
board member of some of the nation’s biggest corporations.
The question being asked more openly in Washington
and Arkansas is: How could Hillary Clinton—whom one
legal journal called one of the 100 most influential lawyers
in the United States—be unaware of gross mismanagement
at a savings institution she represented as an attorney and
neglect her family's only substantial financial asset?

hose questions intertwine with a web of others as
federal investigators continue their inquiry.

Specifically, they are trying to determine whether, amid
the careening disorder in the runaway S&L and Whitewa-
ter, money from a federally guaranteed thrift was diverted
into Clinton’s 1984 campaign coffers. Also, there is the
matter of whether the institution got favorable treatment
from Arkansas authorities that helped keep it in business
before federal regulators finally shut it down in 1989.

It is Hillary Clinton's role as a former attorney for the
savings and loan that has raised concerns about her
actions.

MecDougal, who worked with Clinton in Sen. J. William
Fulbright's office in the 1960s, bought Madison Guaranty in
1982 and soon began using it to make loans to important
figures and to finance an assortment of speculations
including his 4-year-old Whitewater venture with the
Clintons, according to records filed with state regulators.

Before long, the S&L was on dangerous ground, and in
1984 federal regulators warned that they considered its
lending practices questionable. The Federal Home Loan
Bank Board directed the S&L—along with others in
Arkansas—1o raise more capital and put its house in order.

MecDougal hit upon a quick way to raise money: selling
stock. But that was not normal practice for savings and
ioans in Arkansas, and the proposal needed approval from
the Arkansas Securities Commission. So McDougal had
Little Rock's Rose Law Firm—and specifically partner
Hillary Clinton—make his case for the stock sale to state
regulators,

The White House has acknowledged that Hillary
Clinton, then on a $2,000-a-month retainer with Madison
Guaranty, worked on the proposal in 1985. But senior
presidential adviser Bruce Lindsey said her involvement

Please see HILLARY, A2



HILLARY: First Lady in Spotlight

Continued from A2

was mimmal and that most of the legal work was done
by a junior associate, Richard N. Massey, then a
28-year-old. first- year lawyer at the firm.

Joe Madden, the current commissioner of the
Arkansas Securities Department, said there are at
least three Rose Law Firm documents to the commis-
sion that refer questions back to either Hillary Clinton
or Massey. But he said the case was fairly routine and
that a “competent first-year attorney [as Massey was
at the time) could have been primarily responsible for
doing the research and doing the drafting.”

Schaffer, who had just been appointed securities
commissioner by then-Gov. Clinton when the case
arose, said Massey handled meetings with her staff and
that Hillary Clinton was the only senior attorney at
the Rose firm with whom she or her staff communi-
cated.

Ultimately, Schaffer and her staff decided that the
unusual capital-formation plan did not violate Arkan-
sas law and approved it. Because of its growing
financial problems, though, the plan was never carried
out by the thrift.

Schaffer, now an attorney in private practice in
Fayetteville, Ark., said she did not feel pressured to
rule favorably because the governor's wife was
involved in the case.

But she expressed frustration at her old friend's
seeming hesitation to publicly explain her role as a
senior attorney in the case and thereby allow suspi-
cions Lo grow.

Repeatedly, Hillary Clinton has insisted that ques-
tions arising from private matters a decade or more
ago are not a fit subject for public scrutiny. She has
refused to respond to any detailed inquiries, including
the central one: whether it was proper to represent a
business partner before a state regulatory board run
by a personal friend and appointee of her husband's.

She has expressed bewilderment that the press and
investigators are interested in the aftermath of a
money-losing private real estate investment.

Jack Pitney, a political scientist at Claremont
McKenna College in Claremont, said the First Lady's
response created a credibility problem. It is difficult,
he said, to believe she would ignore a major family
investment and overlook a potential conflict of
interest.

“She can't just throw her hands in the air and say
she doesn’t understand all this legal stuff. She can't
claim ignorance of legal details,” he said. “It is not a
credible defense. Her involvement is a fix of her own
making.”

Friends and associates said the two images of
Hillary Clinton—meticulous lawyer and absent-mind-
ed investor—are not mutually exclusive. While she
was a keen professional at work, she had little interest
in acquiring wealth or closely monitoring her family's
finances, according to her defenders.

Lindsey, a longume Arkansas friend of the First
Family, said the Clintons got into the Whitewater deal
on the assumption that McDougal would manage the
property and the Clintons would simply make pay-
ments periodically on loans taken out to purchase the
undeveloped land.

“They wenl into a real estate development with a
developer with the clear understanding that he would
manage the investment and with the clear under-
standing they would be passive investors,” Lindsey
said.

“When they were asked to wrnite a check to Citizens
Bank of Flippin [Ark.) or even to the McDougals when

McDougal said there weren't sufficient funds from
property sales to cover that month’s mortgage pay-
ments, that didn’t seem unusual."”

He said the Clintons were aware Lthat the property
appeared to be losing value, but rather than ques-
tioning McDougal or seeking detziled financial state-
ments on the deal, they just wrote it off as “bad
business ju ent,Lindsey said.

Another figgmily friend'® assessment is that neither of
the Clintons was interested in getting rich: they
concentrated through the 1980s on Clinton’s political
career and his wife’s policy crusades.

“They don't know beans about business,” said this
Arkansas friend, who asked to remain nameless.

According to McDougal, the Clintons early in 1985
expressed interest in Madison Guaranty's affairs—as
well as their personal enrichment—and sought the
thrift's legal work for the Rose Law Firm. McDougal
said he put Hillary Clinton and the Rose firm on the
$2,000-a-month retainer at then-Gov, Clinton's re-
quest—a claim the White House has denied.

In 1988, when Madison Guaranty clearly was on the
verge of failure and McDougal was suffering personal
problems, records show that Hillary Clinton wrote to
McDougal to seek power of attorney over all White-
water-related business.

She received that power but apparently did not use
it until 1992, when she authorized Rose firm law
partner Vincent Foster to work on Whitewater's
delinquent tax returns.

In an unrelated case, she took a distinctly active role
in a family investment involving much less money. In
1983, she, Foster and Webster L. Hubbell, another law
firm partner, formed an investment partnership called
Mid-life Investors, with each contributing an initial
$15,000. ;

Roy P. Drew, a stockbroker who helped them set up
the venture, said neither Foster nor Hubbell later
expressed much interest in the performance of the
partnership but that Hillary Clinton called frequently
to ask about her investment, at times phoning him
daily with questions and instructions. )

The partnership eventually foundered, paying an-
nual dividends of between $2 and $20 from 1986 to
1992, according to the Clintons’ income tax returns.
Lindsey, who follows the Clintons' personal business
closely, said he knew virtually nothing about Mid-life
Investors except that it was an insignificant part of the
family's portfolio.

Some of the White House defensiveness about
Whitewater questions over the lasl three weeks can be
attributed to concern for Hillary Clinton's potential
exposure to political damage.

The chief item on the White House agenda for 1994
is the health care reform initiative, which the First
Lady has headed.

White House aides—and ultimately the Clintons—
concluded this week that until questions are resolved
about the First Family's business matters, little
progress can be made on affairs of state, officials said.

“There ain't going to be no health care campaign if
they don't get Whitewater out of the way,” said
Betsey Wright, Clinton’s former gubernatorial chief of
staff and an informal adviser.

“Right now, it is very difficult for the White House
1o be heard on health care or anything else. . . . Until
that cacophony quiets down, you can't get health care
back on track.”

Times staff writer Thomas B. Rosenstiel contributed to
this story.



Ex-Clinton Aide
Faces Subpoena
in Madison Case

m Whitewater: The FBI focuses on what the
chief of staff to the then-Arkansas governor
knows of a thrift owner’s role in the paying
off of a $50,000 loan.

By DOUGLAS FRANTZ

and WILLIAM C. REMPEL
TIMES STAFF WRITERS

ITTLE ROCK, Ark.—The FBI has notified Betsey

Wright, a senior aide to President Clinton when he was
governor of Arkansas, that she will receive a grand jury
subpoena in the expanding investigation of Clinton's
business dealings with the owner of a failed savings and
loan, Wright acknowledged Friday.

The FBI also subpoenaed documents from a small
Arkansas bank that loaned Clinton and his wife, Hillary
Rodham Clinton, $50,000 to help finance his 1984 campaign
for governor.

The subpoenas are part of a wide-ranging federal
investigation into ties between the Clintons and their

= FROM SATURDAY EDITIONS _}

former business partner, James B. McDougal, the owner of
the now-defunet Madison Guaranty Savings & Loan here.

Numerous questions have been raised about whether the
Clintons and McDougal improperly benefited financially
from the relationship and Atty. Gen. Janet Reno is
preparing to appoint a special counsel to investigate the
matter.

The primary focus of the investigation is the Whitewater
Development Corp., a partnership formed by the Clintons
and McDougal in 1978 to develop 200 acres of resort land in
the Ozark Mountains. The Clintons have said that they lost
$68,900 in the venture, but key records apparently are
missing and FBI agents have been trying to reconstruct
the finances of the project.

mong some of the questions investigators hope to

answer is whether McDougal received political favors
in exchange for helping the Clintons pay off the $50,000
loan. McDougal has told reporters that he staged a
fund-raiser in 1985 to help retire the debt.

Investigators apparently believe that Wright may be
able to shed light on the loan issue. She attended the 1985
fund-raiser as then-Gov. Clinton’s chief of staff and helped
collect $35,000 toward the loan repayment.

Although camipaign laws require such contributions to
be reported to the state, the list of contributors to the
Madison Guaranty
fund-raiser has dis- —_—
appeared and Wright "
has said that she does | Will be happy to help
not :&H&WIWM hap- ~anyone to get the.
pPén it. 1]

Wright acknowl- hhtory sorted out.
edged Friday that
the FBI had informed
her that she.would be
subpoenaed. She also
said, however, that
she was told the sub-
peena had been withdrawn temporarily pending the
naming of the special counsel.

In anticipation of the subpoena. Wright said that she
moved several boxes of documents from her office at the
Wexler Group, a Washington lobbying firm and part of the
Hill & Knowlton communications firm, to her Washington
home. She said that she planned to sort through the
material over the weekend.

1 will be happy to help anyone to get the history sorted
out,” Wright said.

She declined to disclose the nature of the material sought
by the FBI or the types of documents she said she is
exammmg,

However, during the 1992 presidential campaign, Wright
collected numerous documents to rebut questions raised
then about the Clintons’ involvement with McDougal.

BETSEY WRIGHT
Clinton aide, commenting on
documents sought by F8I
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he Whitewater case 1s not the first White House
controversy in which Wright has become involved.

Last month, she took time off from her lobbying job to
help senior presidential aide Bruce Lindsey coordinate the
White House response to allegations made against the
President by two Arkansas state troopers. They claimed
that the President offered them federal jobs to discourage
them from speaking publicly about his alleged extramarital
affairs while he was governor.

FBI agents also served a new subpoena on the small
Arkansas bank that actually made the $50,000 loan to the
Clintons in 1884, in an apparent attempl to uncover the
loan’s paper trail.

The institution—the Bank of Cherry Valley —was owned
in part by W. Maurice Smith, a former member of Clinton's
staff. There was no collateral for the loan, which was used
by Clinton to bolster his gubernatorial campaign in its final
days.

Smith, later named by Clinton to head the Arkansas
highway department, is a longtime friend and politieal
confidant of the President. According to Wright, he was
Clinton's mentor and “like a father™ to the young Arkansas
politician. :

Federal investigators examining the failure of Madison
Guaranty suspect that some of the money raised by
McDougal may actually have come from the savings and
loan's funds, sources said. The White House has said that
Clinton and his campaign would have had no wav of
knowing the origin of the contributions.

Leon Foust, the president of the First Bank of Arkansas,
which bought the Bank of Cherry Valley, confirmed Friday
that the institution has received three subpoenas in recent
weeks from FBI agents, the most recent coming Wednes-
day.
Foust declined to discuss the nature of the material
sought by the subpoenas. But a knowledgeable source said
that the FBI is seeking bank records related to the
Clintons’ loan and checks used to pay it off in 1985,

Sources said that investigators also are interested in
checks sent to the Bank of Cherry Valley from the
Whitewater Development Corp. account at Madison Guar-
anty.

Some records have been located and turned over to the
FBI, Foust said, and bank staff members are trying to find
additional material,

“We've complied with the subpoenas to the best of our
ability, and we are still searching for records,” Foust said.

The possibility that Madison Guaranty funds were
contributed to Clinton's campaign is one of several
questions expected to be examined by the special counsel.

Special correspondent Michael J. Goodman contributed to this
story.



earch Begins for Special Prosecutor on Land
'Deal

By DAVID JOHNSTON l/
Special to The Mew York Times

WASHINGTON, Jan. 13 — Attorney
General Janet Reno began a search for
an independent prosecutor today, sort-
ing through names of what aides de-
scribed as a “handful" of candidates
for the politicaily perilous job of inves-
tigating President Clinton’s role in a
failed Arkansas land deal.

Justice Department officials said
Ms. Reno and several top advisers
have weighed the names of several
well-known lawyers as potential candi-
dates and have tel some to
determine whether they were interest-
ed. The officials would not identify the
pr  ective choices but said they did
not expect to have difficulty finding a
pr utor.

A spokesman for the Justice Depart-
ment, Carl Stern, said Ms. Reno “wants
to do it quickly, to minimize any disrup-
tion to the investigation.”

One official said tonight that Ms.
Reno had made progress today in nar-
rowing the list of potential candidates
gm:l might name a prosecutor within

ays.

Legal Obstacles
But there were legal obstacles that
could delay the decision. One was that
an independent prosecutor Must comel

ply with Federal ethics rules that bar
such a lawyer from resenting cli-
enls on matters before Justice De-

partment for at least a year after com-
pleting a term as prosecutor. Depart- |
ment officials could seek a waiver of |
the restrictions, but preparing such an '
action could take several days.

Ms. Reno had made no preparations
for selecting a special prosecutor, the
officials said, and she had started with
a "blank slate,” though it appeared
likely she was focusing her search on
nationally known lawyers with prose-
cutorial experience.

The officials said Ms. Reno' was
meeling with aides like Philip B. Hey-
mann, the Deputy Attorney General,
and Jo Ann Harris, head of the criminal
division, who has been supervising the
Justice Department’s investigation.
The inquiry centers on the Madison
Guaranty Savings and Loan Associa-
tion, a failed Arkansas thrift.

Madison Guaranty was owned by
James B. McDougal, the Clintons® part-
ner in the Whitewater Development
Corporation, a vacation-home develop-
ment in northern Arkansas. The Jus-
tice Department is investigating
whether Madison Guaranty improper-
ly funneled money into Whitewater or
into Mr. Clinton's 1984 re-election cam-

Quick action is
sought for an
inquiry on .
Clinton.

paign when he was governor of Arkan-

webster L. Hubbell, the Associate
Attorney General and No. 3 official at
the Justice Department, who is often
involved in personnel matters, has re-
cu himself from the inquiry and is
not included in the deliberations con-
cerning an independent prosecutor.
Mr. Hubbell is a friend of Mr. Clinton
and a former law partner of Hillary
Rodham Clinton in the Rose law firm of
Little Rock. In addition, Mr. Hubbell's
father-in-law defauited on loans from
Madison Guaranty.

Ms. Harris was a Federal prosecutor
in New York, and her role in the selec-
tion process has aroused speculation
that Ms. Reno might consider well-
known lawyers from the New York
area, like Robert Fiske, a former Unit-
ed States Attorney in Manhattan, or
Arthur Liman, who was a top lawyerin

the Congressional inquiry into the Iran-
contra affair.

No one at the White House was being
consulted on the decision, the officials
said.

Some Justice Department officials,
stung by news accounts suggesting
that Federal prosecutors had respond-
ed slowly to the case, expressed con-
cern that a len;ktlhy ms:aurcnh_far a Tglmuu:
prosecutor could s invest
or raise questions about the Govern-
ment's tactics.

Grand Jury Subpoena

In recent days, agents from the Fed-
eral Bureau of Investigation delivered
a grand jury subpoena Lo the president
of First Bank of Arkansas, a small
bank in Wynne, Ark., that had financial
dealings with Mr. Clinton and White-
water in the past. Leon Foust, the
bank's president, said he was served
with the subp on Wednesd
F.B.1, agents.

Mr. Foust's bank, once called the
Bank of Cherry Valley, lent money Lo
Mr. Clinton and to Whitewater during
the 1980's, according to public records.
The bank also served as a repository
for Mr. Clinton's 1984 gubernatorial re-
election campaign funds. In 1985, Fed-
eral regulators traced money from
Madison to Mr. Clinton's campaign ac-
count at the Bank of Cherry Valey,
Federal officials sald.

Mr. Foust declined o discuss the
contents of the subpoena, and it is not
clear whether the bank still the
relevant records requested by ::

five

e

On Mr. Dole's list were two Carter
Administration attorneys general, |
Griffin Bell and Benjamin Civiletti;
Robert Bennett, formerly a special
counsel to the Senate Ethics Commit-
tee; former United States Attorneys
Michael Baylson, Anton Valukas and
Dan Webb; and A.B. Culvahouse, a
counsel iIn the Ronald Reagan White
House,

Bewing te Pressure

Ms. Reno's search began after Mr. |
Chinton bowed on Wednesday to heavy
pressure from lawmakers in both par-
ties to request a special prosecutor,
Ms. Reno, who opposed bringing in a
prosecutor from outside the Govern-
ment, acceded to the President's re-
quest, saying it was necessary to main-
tain public confidence in the criminal
justice system.

Early today, the White House press
secretary, Dee Dee Myers, said in Mos-
cow that Mr. Clinton had made his
decision after conferring on Tuesday
with his Mrs. CLinton, who was in
Wi as well as with aides.
“The President slept on it overnight
and decided to go forward,” she said.

Ms. Myers said there were no com-
munications between the President
and the Attorney General in the days
preceding the White House decision to
ask for an t review of the
issue. Mr. Clinton has not spoken to Ms.
Reno during his overseas trip and did
not plan to discuss the matter with her,
Ms. Myers said. “'I just don't think we
have a lot to say about it"

Other officials said the Justice De-
partment ﬁdxtkmwwn
was going o an pros-
ecmfrn until & few minutas betore the

House disclosed & lgbter.

| suit,

i
1‘

|
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\spin Moves to Open Many Military Jobs to

By ERIC SCHMITT
Sproialio The New York Tumes

#ASHINGTON, Jan. 13 — In one of
- last major acuons as Defense Sec-
tary, Les Aspin today announced a
licy change that could eventually
en thousands of jobs that are now off
nits 1o women in the Army and Ma-
e Co
It will take several months, however,

tell how the new policy works in
actice. Using a new standard defin-

g what is risky in ground combat, the
‘med services will review all the posi-
s now closed 1o women to deter-
une if they should stay closed. Troops
volved in direct ground combat, like
fantry and tank units, will remain all
iale, but several maintenance, engi-
eering and other combat support posi-
ons could open to women.

Pentagon officials today predicted
1at 15,000 to 20,000 positions could be
pen o women in the reserves and
ctive-duty military. But Marine and
\rmy commanders have resisied re-

axing the prohibition against women |

n ground units and could seize on
‘Xceptions in the new policy to continue
arring  women from (raditonally
nale jobs.

Today's action follows sweeping
‘hanges Mr. Aspin made last April 1o
»pen combat aircraft and surface war-
ships to women. These changes affect-
‘d mainly the Air Force and the Navy
ind have proceeded smoothly.

*Right Thing to Do’

“We've made historic progress in
Jpening up opportunities for women in
all of the services,” Mr. Aspin said ata
news conference. “Expanding the roles
for women in the military is the right
thing to do, and it's also the smart thing

to do.”
Mr. Aspin said today that he has|
discussed the changes with his desig:
nated successor, Bobby Rayv Inman,
and that Mr. Inman supporied the new
policy. Mr. Inman would be responsible |
for reviewing the armed services' pro-
i)ﬂsed changes, which are due by May

Mr. Aspin said today that he would |
remain Defense Secretary unul the |
Senate confirmed Mr. Inman’s nomina- ||
tion. The Senate Armed Services Com-
mittee has scheduled hearings on Jan
25 or 26

The final proposed changes from the '
Defense Department are 10 be sub-!
mitted (o Congress by Oct. | lor review
The Pentagon does nol need formal
Congressional approval, but lawmak-
ers could block changes they thought
went tpo far.

Women would be eligible to serve in |
99 percent of all posiions in the Air|
Force, 90 percent of positions in the |
Navy and 67 percent of all positions in
the Army. The Marine Corps could not |
provide a Tssu re, but personnel experts
said it would be lower than the Army's. '

Fundamental Change |

The new policy hinges on a funda-
mental change in the standard by
which women are excluded from direct
g‘mnd combat. Until now, the military

rred women not only from ground
combat units, but also anv support po-
sitions that faced the same rnisk of
direct enemy fire.

It has been military tradition (o bar
women from ground combat partly be-
cause of physical requirements, a
threat to the morale of all-male units
and an unwillingness by the American
public to suffer large number of female |

[ in those jobs have a high p
| fighting enemy forces in close combat |

A new standard
that will define
whatisriskyin
ground combat. |
l
I

casualties in combat.

Mr. Asﬁm today rescinded this so-
called risk rule and replaced it with a
new definition that bars women from
ground combat positions uml troops

bility of

under hostile fire near or at the front

lines,
The Army immediately issued a
stalement saying that the change could

open about 7,000 additional spaces to
women in the active-duty forces, and
11,000 in the National Guard and Army
Reserve. The additional jobs would in-
clude military police, mechanics,
scouts, engineers and intelligence ana-
lysts. Women serve in these jobs now,

but mostly at he; riers or units far
from the baitlefield.
Matter of Interpretation

The Army and Marines are likely to
open some positions in air defense ar-
ullery, like Hawk antimissile batteries.
Despite the objections of senior civilian
Pentagon officials, the Army is likely
to continue barring women from one its
most sophisticated artillery weapons,
the multiple-launch rocket Al-
though the rocket system has a range
of about 20 miles, field commanders in

Women

Whitewater Issue Hampers
Nightline’s Access to Clinton

By BILL CARTER

The special access that President | Force One. CBS, NBC, and CNN have
Clinton has granted 1o the ABC News | all formally complained about the deal,
srogram “Nightline" during his trip to | though the protests are less a matter of
Europe was lemg:;lrily interrupted | anger than of strategy. Executives at
n Wednesday w Mr. Clinton re- | the other news organizations acknowl-
fused to give an interview to the pro- | edged that they were hoping to force
gram's anchor, Ted Koppel. the White House to grant them their

Mr. Clinton had agreed to give|own interviews
“Nightline”" an interview on each of | And, as CBS News executives said
five consecutive mights this week, an | this week, the strategy has worked,
arrangement that has had the other | Both the CBS anchor, Dan Rather, and
networks grumbling. But the President | the NBC anchor, Tom Brokaw, had
refused 1o answer questions on|interviewswith Mr. Clinion on Tuesday
Wednesday about the decision to seek a | mght. Jim Miklaszewski, an NBC cor-
special prosecutor in the invesugation | respondent, also had an interview with
of the Whitewater Development Corpo- | the President on Wednesday night, but
ration , 50 no interview was conducted. | Mr. Clinton walked out after being

it asked aboul the Whitewater 1ssue.
_ The executive producer of “Night-| "“Thare's no question there's grum-
line,” Tom Beuag, said that White | pyng sad Eric Ober, the president of
House officials agreed to resume lhe[cns News “Obviously we, CNN and
interview agreement without condi-i NBC are not going 10 be thrilled if
tions yesterday. there's an extraordinanily long amount
In a telephone inte: si€e civ... . 3
cow, Mr. Bettag said the White House| But. as Mr Uber ano vtner neswuin
had been aware all along of the risk | news executives poinied out, the exclu-
that another news story would break | sivily being enjoyed this week by
during the week regardini Mr. Ctm-| “Nightline'' 15 not all that unusual for
ton's nvoilvement in the Whitewater | this President ““Nightline' already es-
real estate development project and its | tablished a close connection 10 Mr.
relationship to a failed Arkansas sav-| Clinton when it won special access for
,ings and loan and that the President |2 behind-the-scenes look at Election
| would be asked about i, .an 1992 That prnEgram. "1 r}:‘ours o
« ' ictory.” won an Emmy award.

" ‘TheAlrnmen(\\’lssmktn I CBS also had exclusive access 1o Mr
We made an agreement that the| Ciinon for a special news program

| President would give us an INLerview | by around the Inauguration NBC's
| each night."” Mr. Bertag said “‘We feeli Mr Brokaw had access to the Presi.
the agreement was broken. . | dent and his staff for a special program
The agreement with “Nightline” has' 3¢ May about a day behind the seenes

given the program unusual access 10| 3¢ the White House.
| the President, h:shslarr.rj:lanr;ms meet: | “They kind of pick their spots and
ings and everything that has taken yry (o av

place on the daiy travel aboard Air' g54 SO UOREBRPRAY. Mr Dbier

| the Ptl‘l?lﬂ Gulf war used the system
| at the front lines against Lraq: forces

Female Army officers expressed
tempered optimism about the prospect
of additional spaces in ground units

“‘Aspin has done greal things in ex-
panding opportunities for women, but it
comes down to how the Army and
Marine Corps choose to interpret this,
said Maj. Lillian Pfluke, a West Point
graduate who has commanded ord:-
nance units that repair tanks and
trucks on the battlefield.

Major Pfiuke and other military offi-
cials who support broadening opportu-
nities for women said that command
ers could seize on four exceptions (o the
new policy lo deny positions to women

Women, for example, could be
barred from units where the cost of
renovating berths and arranging for
w:lc'y are prohibitively expensive

Navy, thus, might refuse 10 put
women on a warship that was near
retirement.

Long-range scout and special operu-
tions units would remain off limits
women, as would any job with physica!
requirements beyond the ability of :he
vast majority of women.

The exception about which most
male officers expressed concern « .1s
one that allows the armed forces 1o hur
women fromf support that by mili-
tary doctrine operll.g}::'d remaa):\ with
direct ground combal units that are
closed 1o women.

Mr. Aspin initially intended 1o .n
nounce the new policy last week hu
sent back a draft submatted by his 1o

rsonnel aide, Edwin Domn, becaus

r. Aspin said the draft's languax
could be interpreted as more resiric
tive than the current policy.
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~ BC-WHITEWATER national editors:GL
Investigation of Whitewater deal may produce no clear-cut answers

(HAS TRIMS)

By John Aloysius Farrell and Adam Pertman

Boston Globe

LITTLE ROCK, Ark. Their toughest critics blanch and stutter when asked to
list the crimes that Bill and Hillary Rodham Clinton are supposed to have
committed as investors in the now-notorious Whitewater Development Corp.

“*T think there is hardly a soul who thinks there is not some sort of
eyebrow-raising circumstance,'' said Rep. James Leach, the Republican from
Iowa who has led congressional attacks on the Clintons. ~“But that doesn't
bring down a president, and it shouldn't.''

An examination of records here and in Washington and interviews with key
figures in the case suggest conflicts of interests and ethical missteps by the
Clintons and their friends in the close-knit Arkansas business, legal and
political circles.

But elements necessary to make a criminal case proof the Clintons had
knowledge of the unseemly actions that their associates are said to have
taken, or evidence that Clinton used his power as governor in exchange for
financial favors have yet to emerge in the available files.

Whether those elements are in still-confidential materials is not known.

If the available public record turns out to be a sound representation of
what lies behind the scenes, legal experts say, the special counsel to be
selected by Attorney General Janet Reno to investigate the Whitewater saga may
have a difficult task finding flames beneath the smoke.

““It's an amazingly complicated swamp,'' says Jack Blum, a Washington
lawyer who investigated the Bank of Commerce and Credit International, or
BCCI. A special counsel looking for something criminal is probably going to
find some very difficult and complicated numbers, and trouble with the statute
of limitations. Then, in a terribly unsatisfactory way, the special counsel
will come back and say, "Ain't anything I can do.'"''

Now that the Clintons have turned over their records to the U.S. Justice
Department, and bowed to calls for a special counsel in the case, their
interlocking relationships with old pals and partners may present Clinton and
his wife with a need to explain more embarrassing episodes and actions, Leach
said.

But ~“I see nothing,'' he acknowledged, ~“that is beyond very serious
embarrassment.''

The case presented against the Clintons is simple in theory: Clinton is
alleged to have done favors as governor for James McDougal, the desperate
owner of the crumbling Madison Guaranty Savings and Loan. In return, McDougal
is alleged to have employed Hillary Clinton as a lawyer; improperly funneled
Madison's funds to help pay off loans owed by Clinton, and used Madison
Guaranty to boost their joint investment in the Whitewater Development Corp.,
an Ozarks real estate development in which the Clintons and McDougals invested
in the late 1970s.

If such a guid pro queo were proven, the scenario could lead to charges of
embezzlement, bribery, political corruption, false statements and obstruction
of justice.

But making a case on the known evidence could be difficult, say legal
experts. The available documents are ambiguous. Most of the testimony thus far
tends to support the Clintons.

““If you had to do this stuff over again, you might avoid some of these
appearances and buddy-buddy things,'' said Charles F. Handley, the financial
examiner supervisor for the Arkansas securities division, a civil servant who
was not a Clinton appointee. ~“But I've been here 26 years and I never had any
sense there was any pressure'' by Clinton to protect McDougal. "I don't
believe that happened at all.'!'

*“You would have to say that Mrs. Clinton's actions, since she presumably
knew she was in partnership with the McDougals, were dubious when she also
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agr=ed to represent that bank that her partner owned,'' said a Justice
Department official with knowledge of the case. ~“That's not illegal or
anything, but you'd have to guess that's at least one reason the White House
didn't want too much light focused on this initially.''

Clinton served as governor of Arkansas from 1979 to 1980 and from 1983 to
1992. The Clintons' major exposure to guestions of wrongdoing occurs in 1984
and 1985, when McDougal sped Madison toward its final crash under the noses of
state banking regulators. Federal auditors warned in 1984 that Madison, while
solvent, was engaged in unsound practices. Yet McDougal was not removed until
1986. The thrift's failure eventually cost U.S. taxpayers around $50 million.

During this time, McDougal performed several favors for the Clintons. If
the Clintons were found to be aware of, or active participants in, McDougal's
wheeling-dealing, federal prosecutors might try to build a case that there was
an illegal quid pro quo.

In the spring of 1985, McDougal hosted a fund-raiser for Clinton to help
pay off leftover debt from the governor's 1984 campaign. Like many
politicians, Clinton had borrowed money in this case $50,000 in the closing
weeks of an election that he then loaned to his campaign to pay for
television ads and other expenses. McDougal, by hosting the fund-raiser,
helped Clinton pay it back.

(EDITORS: NEXT 2 GRAFS OPTIONAL)

Neither of the Clintons attended McDougal's fund-raiser at Madison, and
some of the campaign finance records are missing. But U.S. investigators are
trying to determine if McDougal used the event to illegally channel Madison
funds into Clinton's campaign treasury.

""I don't think it is pretty that the Clintons went to this savings and
loan for this fund-raiser,'' said Leach. ~~On the other hand, they can't
really be held accountable if there is some fudging down at the S&L.''

(END OPTIONAL TRIM)

McDougal performed another favor for the Clintons when he hired the
nationally-known Rose law firm, at which Hillary Clinton was a major partner,
to represent Madison before Arkansas securities commissioner Beverly Bassett
Schaffer.

(EDITORS: NEXT 2 GRAFS OPTIONAL)

Correspondence in the security division files shows that Hillary Clinton
was one of two lawyers listed by Rose in two requests it made on behalf of
Madison, which wanted to issue stock to stay afloat. Schaffer OK'd the
request, but it was never acted upon.

Hillary Clinton acknowledges that she discussed Madison's retention of the
Rose firm with McDougal in April 1985, and that she worked on the case, but
says, "~ "My involvement there was minimal."''

(END OPTIONAL TRIM)

Arkansas is a small state, but it was still an apparent conflict of
interest although not necessarily illegal for Hillary Clinton to have
represented a business partner, McDougal, before a state agency while her
husband was governor.

It was around mid-1985, as McDougal frantically shuffled to keep Madison
in business, that money began to churn through the Whitewater corporation
accounts.

McDougal may have been using Whitewater as a shell through which to
maneuver money for Madison, Leach said, but because the Clintons were his
partners in the development firm, any knowledge of his transactions which
they deny could expose them to tax, fraud and negligence charges.
-END-OF-AUTOBREAK (1) -

hAkk filed by:KR-F(--) on 01/18/94 at 08:14EST *%*%*
**** printed by:WHPR(JEL) on 01/19/94 at 08:58EST #*%%*
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BC-WA--Editorial Roundup
By The Associated Press= Here are excerpts from recent editorials in
Washington state newspapers:

Jan. 16

Seattle Post-Intelligencer on Whitewater:

President Bill Clinton's order to Attorney General Janet Reno to appoint
an independent counsel to investigate the Whitewater matter should have come
sooner but is nonetheless the right decision; for the sake of the Clintons and
the American people.

The president was reported to be unhappy with having been forced into the
decision. ~~The only argument I can see for doing it is just to free up all
the people who work for me to go back to work for the taxpayers of the United
States,'' clinton told NBC News.

Precisely. And it is also the best argument for the decision.

The young president has shown excellent promise. He has clearly
demonstrated the conviction, vision, vigor and political skills to accomplish
great things on his domestic and foreign relations agendas. This nation needs
the kind of change Bill Clinton is capable of producing. If, as the president
and First Lady Hillary Rodham Clinton insist, they have been involved in no
wrongdoing, then it would be a serious mistake to let public and
congressional preoccupation with Whitewater continue to get in the way of
the important things the administration needs to get done. If there has been
wrongdoing, it cannot long escape discovery.

The appointment of an independent, credible special counsel is the best
talisman against the sort of political witch hunt Sen. Bob Dole and the
Republican minorities in both houses might like to see. The appointment of a
credible special counsel eliminates the need for additional congressional
inquiry at this time.

Let the special counsel's investigation be swift, thorough and conclusive.
The country has got better things to do than arm-wrestle over Whitewater. The
president has done himself and his country a service by channeling the ingquiry
into the proper venue.

Jan. 15

The Seattle Times on House votes:

Rep. Greg Fisher of Seattle has a terrific idea: House members should be
present to cast a vote for legislation.

What a concept!

At present, House rules allow just about anybody to cast a vote for a
House member who is away from the floor. Fisher blames an avalanche of
legislation for creating a nearly endless cycle of voting, which in turn
causes a domino effect of lackluster speeches, tepid debate and distracted or
absent representatives.

If no one is around when roll-call votes are held, then colleagues and
surrogates start punching the electronic yeas and nays. Fisher says mistakes
are made, and the whole unseemly process makes a poor impression on the public
in the House gallery.

change the rules, otherwise the House will just continue to publish
essentially phoney-baloney voting records. And, as if politicians have not
noticed, the public is in no mood to be trifled with. Being too clever with
something as basic as truth-in-voting is risky behavior.

This fundamental reform may not be easy or convenient, but, well, too bad.
Busy House members might find it difficult to allocate time between
constituents, committee duties and floor votes. Tough. Go back to Fisher's
main point: The enemy is the volume of legislation.

Make representative government work, don't work around it.

Jan. 13 .
The Bellingham Herald on Hill's pension:



'

‘What's most infuriating about a wink-of-the-eye deal between Tim Hill and
Gary Locke that will bilk taxpayers is than neither seems to understand why
the deal really is so wrong.

Outgoing King County Executive Hill will get a bigger pension payoff and
start receiving it 29 months earlier because incoming Executive Locke allowed
Hill to stay on the county payroll one extra day.

Hill qualifies for pensions from both Seattle and King County. He should
have begun to receive them after he turns 60 on Aug. 23, 1996.

But if Hill worked one day in 1994, a new law would double his Seattle
pension to $2,600 a month and allow him to begin receiving it and his
$2,170-a-month state pension beginning in March.

So he telephoned Locke and asked for a one-day job. Sure, Locke said. On
Jan. 3, Hill worked as a personnel analyst.

Hill said he was just taking advantage of the new law. Locke said he
wouldn't have agreed to the deal had he realized how much extra money Hill was
going to receive more than $70,000.

Didn't it occur to Hill that he'd be using a loophole to bilk taxpayers?
It should have.

Didn't it occur to Locke that the violation of public trust would be a
bigger wrong than the amount of money involved? It should have.

Jan. 13

The Herald (Everett) on nuclear tension:

Nuclear tensions remain much reduced from the days of the Cold War. But it
is uncertain how well the Clinton administration is doing with its efforts to
preserve the improvements.

The end of tensions between the West and the former Soviet Union brought a
blessed reduction in the fear of nuclear war. Yet it also opened the door for
new concerns.

The administration has been quick to recognize those dangers. Last summer,
President Bill Clinton went to Korea and declared North Korea could not be
allowed to build a nuclear bomb. The administration also has pursued
vigorously efforts to assure that Ukraine gives up the nuclear missiles that
had been stationed on its soil by the Soviet forces. .

Much worse, though, is the situation with North Korea. Not long ago,
administration officials were confidently predicting a diplomatic breakthrough
in talks with the North Koreans. Now it appears that the talks have centered
on an agreement that would fall far short of stated U.S. goals. ...

The best that can be said about the discussions with North Korea is that
they leave open the possibility of further progress in additional talks the
two sides anticipate. Yet that is a very slim result for 10 months of effort
during which North Korea may have been secretly furthering any plans to
violate the Nuclear Non-proliferation Treaty.

The Clinton administration may not want to put further pressure on the
North Koreans. Japan and South Korea have shown uneasiness about outright
confrontation on the issue. China doesn't appear willing to approve U.N.
sanctions against North Korea. China wants continued talks.

So the administration may be getting as good a deal as it can with North
Korea at this point. That hardly qualifies, though, as what an undersecretary
of state, Lynn Davis, recently called ~“very good news.'' Indeed, the
tentative agreement with North Korea seems more likely to increase nuclear
concerns somewhat rather than to continue their reduction.

*#%%%  filed by:APW-(WA) on 01/18/94 at 14:06EST ***
**%% printed by:WHPR(JEL) on 01/19/94 at 08:59EST *##
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.*(ATTN: National editors) (Includes optional trims)

- S&L Lawyer Says Feds Would Have Known of Clinton Wrongdoing (Washn)
By Melissa Healy= (c) 1994, Los Angeles Times=

WASHINGTON The attorney for a key figure in the controversial Whitewater
land deal on Sunday insisted that funds from a failed Arkansas savings and
loan could not have been diverted into Bill Clinton's gubernatorial campaign
coffers without being noticed by a host of federal agents.

Sam Heuer, attorney for James B. McDougal, the president of the defunct
Madison Guaranty Savings & Loan, said the only possible source of diverted
funds would be Madison Guaranty's ~“cash account'' a pot of money that Heuer
said ““is the first thing the (bank) examiners look at.''

Bank examiners, FBI agents and Justice Department attorneys pored over the
account's records and McDougal ““would have been very quickly charged at that
point in time with criminal activity had any money been diverted,'' Heuer said
on ABC's ~“This Week With David Brinkley.''

Heuer was commenting on one of the central questions surrounding the
tangled land deal in which President Clinton, his wife Hillary Rodham Clinton
and McDougal were investors: whether Clinton's 1984 gubernatorial campaign
benefited financially from his relationship with McDougal.

But the remarks left unanswered some of the Whitewater deal's other
mysteries, including whether then-Gov. Clinton may have acted to shore up the
failing thrift, which was seized by regulators in 1989, to help his business
partner.

In another development, the administration stepped up efforts to put the
Whitewater affair behind it following a decision last week to ask Attorney
General Janet Reno to name a special counsel to investigate the Clintons'
role.

Speaking on NBC's ~“Meet the Press,'' presidential counselor David Gergen,
reviewing the White House's handling of the Whitewater affair, acknowledged
that ~“there are some things we would have done differently'' but he said that
"“we've dealt with it, we're moving on.''

Two key Republicans suggested that there will be limits to the GOP effort
to investigate the politically charged affair. Senate Minority Leader Bob .
Dole, R-Kan., who has called for a congressional investigation into the
matter, said that ~“we need to wait and see'' who is appointed as special
counsel. ~“That may change the attitude some.''

Rep. Jim Leach, R-Iowa, who has been one of the key GOP figures raising
questions about the Whitewater affair, pledged to proceed on his own if the
Democrats refuse to create a bipartisan panel to investigate Whitewater.

In pressing his case for a congressional investigation, Leach, the ranking
Republican on the House Banking Committee, noted that while a special counsel
would focus on potentially criminal activity, Congress would be the
appropriate body in which to air issues of ~“public trust.''

(Optional add end)

““This isn't the largest issue, '' he told CBS' ~“Face the Nation.'®
““There are possible breaches of law, but more importantly there's a public
ethic here that's at issue.''

However, Heuer disputed the suggestion that investigators will find
breaches of law in documents turned over to investigators by McDougal and
others involved in the Whitewater deal.

Madison Guaranty's books were examined by the Federal Home Loan Bank Board
twice, once in 1984 and again in 1986, Heuer said. The institution was also
investigated by the Federal Deposit Insurance Corp., the Federal Savings and
Loan Insurance Corp. and two independent accounting firms, as well as by
attorneys of the Justice Department and the FBI, he said.

“*I don't know of any real major secrets in any of the Whitewater
materials, and I would suspect, were there some secrets, we would have known



b
o :
before now,'' Heuer said.

filed by:LAWP(==) on 01/17/94 at 02:27EST #%*%*
printed by:WHPR(JEL) on 01/17/94 at 09:59EST ****



TIME

B THE WHITE HOUSE

SEARGHING FOR THE

MISSING
PIECES

The Clintons’ messy handling of the Whitewater
scandal intensifies the demand for a special prosecutor
to find some answers to its complex puzzles

By GEORGE CHURCH

WHY WOULD A LAWYER
ask the Justice Depart-
ment to subpoena some
of the papers of his
own clients—especially if
those chents are the Pres
ident of the U5, and his
wife? White House se-
nior adviser Bruce Lind
sey has a simple answer: “Privacy” Indeed
subpoenaed papers become part of the rec-
ord of a criminal nvestigation. unavailable
for release under the Freedom of Informa-
ton Act and thus shielded more effectivel
than otherwise from Congress and the press

Accordingly. on the day last week that
the Justice Department received a request
under the Freedom of Information Act to
make public files on Whitewater Develop-
ment Corp.—an Arkansas land venture
in which Bill and Hillarv Rodham C
were partners—the White House an-
nounced that those files were under sut:-
poena. David Kendall. the Chintons
sonal lawyer. had asked for that subpoen:
almost twa weeks earher. on Dec. 25—t
day Clintan announced he would turn
all the files to Justice “voluntarilv”

20

| drafting a subpoena; Kendall persuaded

happened, Jushce lawvers were already

them to broaden it and demand maore doc-
uments than they ongnallv wanted to see
Kendall handed over about half the papers
last week. after a couple of davs of confu-
sion and contradiction the White House
had hrst announced that all the papers had
been tumed over, and then that none
would be tor a couple of wecks beeause
thev had to he “cataloged

Had the President wanted to am
whispers of “cover-up” nto roars. h Id
hardiv have devised o better stratesy And
the Administration promptiv compounded
the damage Besieeed iw demands that she
appoint a speciil o
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that the dealings rise are too complex to f
on a bumper sticker The press and teles

sion paid almost no attention until recent
ly, and then largely because 1t develope
that a file relating to Whitewater had bee
removed from the ofhice of White Hous
counsel Vincent Foster after he committe
suicide last July (that file 15 of the pa
pers Justice subpoenad henda
handed over last week

But there 15 a strong reason for What
House efiorts to soft-pedal the whole affan
and it can be put in a single word: Hillan
Compared with the President. the First
Lady was a central plaver Among other
things, she sought power of attorney fi
Whitewater and reprecented Afcld ]
S&L before a state regulator appointed by
her husband. then Arkansis Governor
“This is hers.” says a White House official
“If the troopers [who accused Bill Chinton of
extramantal affairs| were about him. thi
one 15 about her”

But within the White House no one 1
allowed to voree anvthing that sounds like
cnihcism of Hilar, The t person whe
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suggested that Mrs Chinten mueht hase
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How Deeply Is Hillary
Clinton Involved?

Aloan she took
out for
Whitewater
appears
to be
improper. A
file on the
company was
removed from
the office of
White House counsel—
and the Clintons’ personal
lawyer—Vincent Foster
(shown here with the First
Lady and his wite Lisa) after
his suicide in July.

« broke. costing federal taxpayers $47 mil- | somewhat less clear. But there is no ques-

: lion. Madison was regulated by Clinton’s
- state government, while its deposits were
i insured by the Federal Government

Suspecting check kiting and other

= abuses, the Resolution Trust Corp., the |

federal body formed to clean up the affairs
of failed S&Ls, referred the matter to the
Justice Department in 1992 for investiga-
tion and possible prosecution. The referral
which has never been made public, men-
tioned the Clintons, but in what capacity is
uncertain. People who have seen the refer-
ral say it definitelv did not identify the
Clintons as suspected wrongdoers. Some
say they were named as potential witness-
es. or as people who might have benefited

from improper activities, though perhaps |

_unwittingly. As investigators delve more
i deeply into the tangled affair. they will be
5 seeking answers to these questions:

: WAS MONEY FROM MADISON GUARANTY
: AND/OR WHITEWATER DIVERTED INTO
i CLINTON'S CAMPAIGNS FOR GOVERNOR?
: The RTC is known to have raised this ques-
: tion. The grounds for its suspicions are

tion that James McDougal was one of Clin-
ton’s money raisers. In particular. it is
known that he held a fund raiser in 1985
and came up with $35.000 to help repay
Clinton for a $50.000 loan that the Gover-

Clinton has dented anv knowledge of
money improperly diverted into his
campaigns.

DID THE CLINTONS GET SWEETHEART
DEALS IN WHITEWATER AND OTHER

| VENTURES? Quite the opposite, say the

President and First Lady: they put
%$69.000 into Whitewater and lost virtual-
Iy all that money. But Bill Clinton once
put the loss at “at least $25.000." and the
Clintons never wrote off any loss at all on
their tax returns. A Clinton aide contends
that the documentation is too poor to en-
able them to do so

Other aspects of the Whitewater ven-
ture are somewhat odd. To begin with.

| the Clintons got a half share, although

nor had made to his own campaign fund |

the previous year (making personal loans
to their campaigns is a common practice
among politicians). There 15 some suspi-
cion that at least part of the money may
have come from Madison's depositors
rather than from bona fide individual
contributors

lowa Republican Jim Leach, ranking
minority member of the House Banking
Committee, makes this charge explicitly
Says he: “The effect is that the money that
flowed into the Clinton campaign to pay
back a personal loan of the Clintons” ends
up being deferred public financing of a
campaign, and not by choice. That is, the
money in effect came from an insolvent
thrift [institution], paid back later by the
federal taxpayer” in the form of reim-
bursements to money-losing depositors.
Nothing has been proved. however, and

Why Was Whitewater
Such a Messy Deal?

The forested property was
entangled in the chummy and
oken clumsy world of
Arkansas business and
politics. For example, Steve
Smith, atop side to
Bill Clinton, and
James
MeDougal, the
Clintons'
principal
partner in the
Whitewater
enterprise. were on
the board of the Bank of
Kingston, which loaned
Hillary Clinton $30,000 in
1980 to build a model home
an one of the 42 lots in the
real estate development.
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they invested much less than the MeDou-
gals (who put in $92.000). The Clintons
have claimed to be only “passive” inves-
tors who let the McDougals run the show,
but that hardly squares wath Hillary's
known activities. In her 1988 letter re-
questing power of attorney. she mentions
having been actively involved in selling
lots. Also, she built, sold and then bought
back a model home. [t now turns out that
Hillary built the house in 1981 with a
$30.000 loan from the tinv Bank of Kings-
ton, which was controlled by McDougal
and Steve Smith, a former top aide to

| Governor Clinton, (Another shareholder

was Jim Guy Tucker, who has succeeded
Clinton as Arkansas Governor.) Marlin
Jackson, who was then Arkansas banking
commissioner. has told Time that the
loan violated state regulations because
the home and borrower's residence were
outside the area in which the bank was
permitted ta lend

Then there was an incident in which
MeDougal in effect swapped 20 White-
water bailding lots, almost half the proj-
ect’s total, for little more than a twin-en-
gine Piper Seminole airplane that was later
sold for a loss of $13,000. That loss was ab
sorbed by Madison Guaranty's depositors,
but federal taxpayers eventually had to
pick up the tab through the grc. Another
intriguing factor 15 that the plane was al
one point owned by Seth Ward, the father-
in-law of Webster Hubbell. then a law part-
ner of Hillary's and now Rena’s tap deputy
at the Justice Department. McDougal sold
Ward the plane. and his S&L loaned him
the monev for the purchase. Ward told
TiME, in order to keep the arcraft off Mad-
ison’s books. where it might have aroused
suspicion among regulators. Hubbell acted
as counsel to his father-in-iaw in the deal
one of several connections with the thnift
that have had the efiect of torcang Hubbell
te dissociate limself from anv investiga
tions invoiving Whitewater or Madison
All in all, Whitewater's finances were tan-
eled enough to make the traditional can o!
worms look simple

——



WILL AN ARSI |

DID STATE REGULATORS GO EASY ON
‘MADISON GUARANTY IN RETURN FOR
FAVORS TO THE CLINTONS? This 1s anoth-
er charge leveled by Leach. who cannot
convemently be accused of blind partisan-
ship. He 1s. in fact, perhaps the least parti-
san Republican in the House. One reason
for the contention: at the start of 1955, Clin-
ton appointed Beverly Bassett Schaffer as
head of the state department that regulates
S&Ls. Later, Schalier approved a proposal
for an unusual stock sale to shore up
MeDougal s alre troubled S&L. The
proposal was presented by none other than
Hillarv Clinton. acting as attorney for Mad-
1ison Guaranty. The stock sale, however,
never went into effect. and records in the
Arkansas state secunty division show that
Schaffer was quite tough on Madison, In
the middle of 1986. state and federal regu-

lators joined in removing McDougal as its |

chief

WERE THE EVENTUAL INVESTIGATIONS
LESS VIGOROUS THAN THEY SHOULD
HAVE BEEN? In 1992, when Whitewater's
name was starting to crop up in stories
about Bill Clinton’s campaign. Denver law-
ver James Lyons did an audit, at Clinton’s
request, that to critics seemed highly inad-
equate. The rr¢’s referral of the case to Jus-
tice landed in Washington in the fall of

1992—just as Clinton was forging decisive-
ly ahead of George Bush in the presidential
race. Justice officials were afraid they
would be accused ot a partisan effort to
smear Clinton f theyv had Washington take
over the investigation. so they left it with
the U.S. Attorney in Little Rock. At the time
that was Republican Charles Banks. but af
ter Clinton’s victory he was replaced b
Democrat Faula Case

Enter David Hale
and head of a lending company that was
backed by federal money Hale ¢ that
in 1986, Clinton. who had appointed ham te

i Arkansas judgs

Where Does the Failed
Madison S&L Fit In?

Almost everywhere—but
never neatly. Hillary Clinton
represented Madison
before state regulators.
Its wheeler-dealer
chairman James
McDougal, who also ran
Whitewater, once
received loans specifically
restricted to “disadvantaged
persons.” The tactics of
McDougal and his now
estranged wile Susan
eventually caused Madison
to go under—al acostof $47
million to federal taxpayers.

the bench. and McDougal pressured him
to arrange a $300,000 loan to clean up
some dubious Madison Guaranty loans
Hale did approve a loan of that amount to
McDougal's wife, but $110,000 went into
Whitewater. Clinton denied exerting any
pressure and said he had been unaware of
such money winding up in Whitewater
Hale proposed to Casey that he have him-
self wired up to record incriminating con-
versations, perhaps with Clinton and aides

Casey refused, suspecung the offer was

Casey's recusal. the Justice Department in
Washington took over the investigation,

| pending possible appointment of a special

not serious. Hale. who had been indiwcted |

What Did the Clintons
Know About the Plane?

Did they know that their

partner McDougal had

exchanged Whitewater land
and diverted

was il simply
another of
McDougal's secrets?
Madison's directors were
certainly kept in the dark.
Clarence Edwards, a board
member, heard of the plane
for the first time last week
“The board should have been
informed.” he said.

for fraud in a separate case. wanted Caw
to give him a plea bargain. Caseyv ofiered
instead a reduction in & Of hee piead
ed guilty and cooperatec

ment on other matters. But Hale
the deal and will stand tnal next
Casev eventually recused nerselfiro
the Hale and Madison cases
latedhy. last November Sie wenld nu
trouble claiming impartizhite she had pee
a law student of Bill Ciur
teer o all hes campa
works for Arkansas Ge

had many dealings with
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counsel, it is being run by Donald Mackay
a senior trial attornev—and a Republican

It is important to note that no one has
offered proof of anv cnminal actwvitv. Ever
if anvone did. it would be verv difficult 10
prove the Clintons knew of ot and ap-
proved. Who would be a credible witness
against them?® James McDougal insists
thev did nothing wrong. appeanng last
week on the tabloid TV A Current Affair to
make the paint. Even if he were to decide
otherwise. Lie-has suffered a mental break
down. Susan McDougal 1s separated tron
hum: last week she pleaded not guilty to a
Calforma indictment charging her watl
embezzling §200.000 from symphony con
ductor Zubin Mehta. whom she senved as a
financial adviser. Even Leach concedes the
whaole affair has no potential to be another
Watergate; 1t 1s entirely possibic the Chin
tons will never face anv penalties at all or
be asked only to repav some monev b
Madison Guarann
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NATIONAL AFFAIRS

" Troubled
ATERS

- White House: The president has finally launched
' a Whitewater counteroffensive. But if he has
nothing to hide, why is he so defensive?

'

By HowaRD FINEMAN contradictory, And the suicide last summer
AND Bos COHN of White House Deputy Counsel Vincent
ILL CLINTON'S AIDES ARE AC-  Foster. who had been the Clintons’ lawver

customed to his angry “morn-  for vears and had dealt closely with

ing vents.” But last Tuesday he ~ Whitewater. envelops the controversy in

was Vesuvius. A New York the aura of novelistic intrigue.

Times editorial said that the At the very least. a full review of the

Justice Department’s investi- documents concerning the Clintons' busi-

gation into the tangle of Clin-  ness dealings in Arkansas would show that
ton business deals known as “Whitewater”  they associated, at times, with a sleazy as-
wasn't credible. The paper demanded the sortment of 1980s hustlers. Not a flattering
appointment of a special prosecutor and picture. especially for Democrats who ran
accused the president of failing to seek against the wheeling and dealing of the
“open government and impartial justice” Reagan-Bush vears. but hardly enough to
Slamming his fist on the JFK desk in the warrant raising the word impeachment. as
Oval Ofhce. the president declared that GOP Rep. Jim Leach did last week. Still, if
he had never been a punching bag—and there’s nothing illegal to hide. why has the

wouldn't be one now. White House been so unwilling to talk
So. two davs before he left Washingtonto  and to chart the paper trail”
attend his mother’s funeral in Arkansas and Part of the explanation may be simple

then embark on his trip to Europe. Chinton  miscommunication. Files related to White-
launched a counterofiensive. He renewed  water were found months ago in Foster's
his promise toturnoverall filestothe Justice  White House office. but that fact was dis
Department. A top-level team was told to  closed only recently. At the time. the Clin-
get a handle on the facts (“We don't know  tons’ business dealings had faded trom the
what our total exposure is.” moaned one top  news. White House Counsel Hernard
White House aidel and to persuade the  Nussbaum, who oversaw the dispersal of
world that there is no scandal here. Repori-  Foster's files. apparemlv didn't know that
erswere oftered detailed briefings. Aideshit  authorities had started a new investigation
the talk shows to denounce the GOP “witch  into the dealings of James MceDougal the
hunt”anddecrvatown that wouldn'taliows  SE&L cowboy who was the Chintons part-
president to mourn his mother ner in the original Whitewater develo

But the damage control was several davs  ment, Nussbaum sent the hies to the
and several dollars shart. For too long the  Clintons’ personal law firm. Wilhams &
White House —and the Clinton campa: Connolly, which 1s onlv now in the proce -«
before it —behaved as though there were & of turning them over (o lustice. Disorg

land mine hidden in the Arkansas thicket of  zation alse helped create an 1maee of o
politicallv incestuous banking and business  sembling. The Clintons hadn't decis
deals tnext storvl. Disclosure has been  their Whitewater losses And White Hous
grudaing st be<. Official statements were  ade George Stephanopoulis dechared "

14 NFWSWEFF bk JTANUARY 17,194l



DAMAGE

CONTROL

After silence only fed .
the furor, last week
the administration
_came out punching

B
DAVID GERGEN
The spin doctor is in,
specializing in pleas
for a bygone "decency’

JANET RENOD

She held the line
against calls for a
special prosecutor

New deputy chief of
staff is also chief of
damaga control

2 that all Whitewater hles had been
ned over to the justice Department. In
tact e had been Tt It
transterred until Jan, 15
But the grudging disclosure 1snt entirely
accidental. The Clintonsapparently think a
sone ol privacy” extends to their tamily

nnancial records —a cunous notion. at best
whnen applied to their Arkansas business
ventures. Clinton was governor tor a dec-
ade: the First Ladv was one of the state’s
leading corporate lawvers. and she repre-
sented McDougal's &L Madison Guaran-
tv for the Rose Law Firm from 1955 to 1986

The Clintons have brought a defensive
campaign mentality 1nto the presidency.
The theorv 1s: don't give ammunition to
enemies. In 1991 before his ca
Clinton hired “opposition resear
examine his public record in search of trou-
blesome 1ssues. Whitewater was the most
problematic. When The New York Times
investigated it in March 1992, the Clintons
declined to be interviewed. sen one of
Hillarv's best fnends. New York attorney
Susan P Thomases, instead. Later, the
campaign commissioned  a report that
bintons. But the docume
were never released

Iran-contra: White House spin doctors
have their own reasons for wanness. The
scattered and g l-lll]li“l['
and. aides sav, leave too much room lor
conspiratorial fantasy. David Gergen wor

idacy

vieared the

business hles are

m lustice

res aocoul “selective leak
Rnowing that Justice had drafted a narrow
subpoen:. David Kendall, the Clintons
lawver. expanded it to cover a wide array of
documents. Why? Because disclosing infor
mation from a ﬁlln!:'!r!'n.n'-]' document 15 a
federal cnme. And in an wronic twast on the
lessons of the 1950s, Clinton aides tear that
a special prosecutor might become o “run-
awav' —another Lawrence Walsh, who
spent six vears investigating the Reagan ad-
mimistratic and [ran-contra. Attor
General lanet Reno thinks I
can nandle the case. but she 1s no longer
ruling out naming a so-called “independent
counsel” if Congress gives her the power
Whatever else happens. the

IShce lwwve

contusion
Id dissipate with the arrival ot the new
White House deputy chiel of st Harold
lckes, a Sd=vear-old New York lawver. His
nirst task was to be health care, but he was
detadled last week to run the Wh

¢ — hnown for breakir
seuttling with toes— Ickes brings legendary
organizing skills and zealous advocicy 1o
the b, He was an early civil
in the Sou i panen
expenence in the oniv media environment
tougher than the capital: New York. He'll
need all that survival skill to heip the Chn
tans make Whitewater go away ]

nents wyer

1 ana s 29 years ol [\
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Sh:rt Pocket Br:efcase

Qur Shirt Pocket Briefcase lets you take
riotes on the run. Instead of writing on
business cards, which are often coated so
the ink doesn’t dry, write freely on

3" by 5" cards.

Qur new model has a writing surface
Pplus two pockets for cards (so you can keep
completed cards separate from blank ones).

Made in America of luxurious saddle
tan, black, or burgundy leather. (We
welcome corporate orders.)

$29.95 + $4.95 shipping
$3.95 Optional Monogram
MC/VISAJAMEX/DI/Check + Florida add 6%
Money-Back Guarantee * Catalog on Request
800-544-0880 or 407-276-9141

LEVENGER

TOOLS FOR SERIOUS RREADERS

975 5. Congress Ave., Code NYSP6, Delray, FL 33445

. White sand and emerald water,

Slip away to your own cottage
the sea,
in this small town
on Flonda's Panhandle.
Call today for information and

FLOWERING DUTCH GARDEN _,
A unique and exciting giRt.
19 carefully selected bulbs (5 vari-
eties)are preplanted, rooted and
ready to bloom in stages for weeks. §

Compliment your Dutch Carden
with a beautiful piece of handcrafted
NH pottery (as shown).

Available through Easter (April 3).
SEND: ___ Dutch Garden $29.00 ea.

___ Dutch Garden w/ Handcrafted Pot $53 DO

Add 52,50 shpg. & hdlg, for each delivery address.

TOTAL § O CHECKENMCLOSED DOMC  OWiSA
CARD MO, EP

NAME

STREET

(=1 STATE >

MARLBOROUGH GREENHOUSES, INC.
PO Bax 32 NY » Marlborough, NH 03455 » 603-876-4397

THE POLITICAL SCENE

THE BRIDGES OF MADISON GUARANTY

Whitewatergate is one old story the Clintons can’t shake—which means
Capitol Hill is about to get a crash course in Little Rock mores.

By PETER J. BOYER

ILL CLINTON'S Arkansas past ar-
B rived at his door like a Christ-
mas ghost. “Old story,” he said,
but the old story—the Clintons’ relation-
ship with a reckless Arkansas savings-
and-loan adventurer named Jim Mc-
Dougal—kept spilling out revelations,
one for each day of Yuletide. There was
news of a personal loan McDougal
made to Bill and Hillary Rodham
Clinton, repaid by questionable means,
and a hint of political favors granted to
him. There were also new twists in the
still-mysterious suicide of the White
House lawyer Vince Foster: word that
Foster kept a personal diary, which ex-
cited new speculations, and that records
of the Clintons’ business dealings with
McDougal were removed from Foster's
office after his death and kept from
investigators. The latter, with its over-
tones of intrigue and coverup, produced
a tense minidrama, in which the White
House at first hesitated and then, facing
a possible subpoena, said it would tum
over to the Justice Department all pa-
pers relating to the Whitewater Devel-
opment Corporation—the misbegotten
Arkansas business partnership between
McDougal and his wife and the
Clintons. So there was plenty of unwel-
come excitement to spoil the President’s
holiday mood without the sneak attack
from the Arkansas State Police officers.
Their tales of a sex-mad Bill Clinton, so
enslaved by his appetites that he imper-
illed his reputation with low-rent assig-
nations and his digestive system with in-
cautious eating habits (picking up a
whole baked potato and devouring it in
two bites), heated up the December air
before vanishing into the void between
Chrstmas and New Year's. Even so, the
stories killed any chance of rosy year-
end reflections on Clinton's 1993 victo-
ries; instead, there were Letterman jokes
(“Top Ten Ways Santa Relaxes: No. 4,
The Arkansas State Police rustle him up
some babes”).

The Arkansas troopers are already
off the screen, but Whitewater (as the
Clinton-McDougal involvements are
coming to be collectively known) is not
going to fade anytime soon. This week,
as the White House was directing at-
tention to the President’s European trip,
Whitewater clamored distractingly from
the sidelines. “I think the Whitewater
matter is going to be a big problem for
the President,” Senate Minority Leader
Robert Dole warned, and Representa-
tive James A. Leach, of lowa, the rank-
ing Republican on the House Banking
Committee, continues to demand that
there be congressional hearings on the
matter. Whitewater is not yet a scandal,
but in a way it is something worse—
a potential scandal, the unfolding of
which the White House will have to
spend much energy endeavoring to
control. If the White House succeeds—
say, by avoiding the appointment of
an independent counsel to investigate
the matter—it risks the appearance of
coverup; if the White House fails to
control the issue and there is an inde-
pendent inquiry or, worse, a full con-
gressional investigation, the inevitable
spectacle could step on welfare reform,
health care, and other Clinton initiatives
planned for 1994

That President Clinton should be
confronted with just this sort of contro-
versy—murky financial dealings with
shadowy figures who have criminal
lawyers—surprises the common wis-
dom. Even those who criticize the jour-
nalism of adultery while privately ac-
cepting much of the raunch as true find
it hard to believe that Bill and Hillary
Clinton could be involved in financial
shenanigans. After all, they are, in
the now retired phrase that introduced
the Clinton era, hopeless “policy
wonks.” This is in the Clintons' favor
and reflects the deep impression that
Bill Clinton is strictly the sum of
those elements which built for him



a national persona—his Oxford edu-
cation, his extraordinarily accomplished
wife, his years of toil on the Demo-
cratic Leadership Council and the gov-

ernors’ conferences, his cultivation of

friendships in the media. But Clin-
ton was not pulled fullv formed from
the loins of C-SPAN: first, there was
Arkansas.

Clinton ran for the Arkansas Con-
gress in 1974, at the age of twenty-
eight, and was involved in a statewide

campaign every two ycars after that

until he became President.
Almost all his adult life
has been spent in the un-
tidy brawl of Arkansas poli-
tics, a milieu of naked
favor-trading and of eye-
gouging polincal warfare—
the cocaine dependency of
Clinton's brother, nurtured
by the generosity of a Clin-
ton financial supporter, was
a theme of one guber-
natorial race. All this is
squeezed into the confines
of a small, extremely insular
state, where no one, it
seems, is more than two de-
grees removed from the
business of anyone else. (In
a typical encounter during a
recent visit to Arkansas, |
ran into a couple at dinner,
both of whom had connec-
tions to the Clintons: the
wife used to be Chelsea's
dance teacher, and the hus-
band is Gennifer Flowers'
atrorney.)

Some of whar the in-
quiries may reveal could be
learned on a walk through
downtown Little Rock, or a
drive through one of itc
neighborhoods. The town's
power culture lives and
works elbow to elbow in an
atmosphere that invites,
with its particular sort of
conviviality, a certain cronyism. Step out
the front door of the vencrable Rosc
Law Firm and you're a block away from
the Worthen Banking Corporation,
which provided Clinton’s Presidential

VRN

£ campaign with a $3.5-million line of
-

% credit in the crucial davs before Super
2 Tuesday; housed in the Worthen Bank
¢ Building are the offices of Wright,

Gilond]

Bill Clinton was nut pulled fully formed rrom the forns of

Lindsey & Jennings, the law firm thar
hired Clinton during his out years and
that Bruce Lindsey, the White House
aide who directed spin on the trooper’
sex story, was a partner in; down Fourth
Street stands the First Commer-
cial Bank Building, where Frank White,
the Republican who handed young
Governor Clinton his only gubemnartorial
defear, can often be found standing
outside his glassed-in office in shirt-
sleeves and suspenders, jawing poli-
tics; nearby is the Stephens Building,

C=SPAN: ﬁ:hf. there was Arkansas

monument to the megabucks Stephens
family, longtime Chnton bencfactors.
where Clinton has his Arkansas White
House office. Along the route are the
Capital Hotel and the Little Rock
Club, favorite dining haunts for the
power crowd. A drive through the
comfortable residential neighborhood
known as the Heights, extending out
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from the Country Club of Little Rock,
will take you past the late Vince Fos-
ter's house, which is just a lirtle wav:
down Stonewall Road from the home
of Kaki Hockersmith, Hillary Clinton’s
interior designer; a couple of street:
away is the house that belongs to arch:-
tect Terry Rasco (as almost anvone can
tell vou, he and his wife, Carol, go:
divorced after Carol went to Wash-
ington to become Clinton's director
of domestic policy). “These people
didn't just see each other downtown—
they shopped at the same
Kroger's, they saw cach
other mowing their lawns,”
says onc Lirtle Rock Friend
of Bill. In such an at-
mosphere, alliances are
made and friendships are
formed—particularly be-
tween politicians and their
sources of money—that are
deemed standard procedure
but seem like conflicted en-
tanglements when they are
scrutmized outside that
context.

RE is no more vivid
example of such an
entanglement than that
binding Jim McDougal to
Bill Chinton. The two men
met in 1968, while working
on the reélectuon campaign
| of that Arkansas icon Sena-
! tor J. William Fulbright
McDougal amused Clinton.
then a college student ar
Georgetown, with his dead
| ©n imitations of F.D.R.,
, and adwvised hum 1n politics,
|| eventually helping to run
(|| Chnton's failed ‘74 con-
gressional race. Each mas

J harbored political amb:
nons, but 1t was plain that
Clinton, not McDouga!
had the talent with voter-
McDougal was driven 1«
make the big score financialiv. and 1
benefit bis political fnends if he suc-
ceeded. Senator Fulbnght and his fam:
iy entrusted McDougal with a number
of property deals, and in 1978, whern

Clinton was Arkansas Arrorney Ger
eral, McDougal invited Bill and Hilian
Clinton to join him and his wife, Susar:,
in a land deal that promised 1o make
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both couples a lot of money. The land,
called Whitewater Estates, comprised
two hundred and thirty acres of property
on the White River in the Arkansas
Ozarks; McDougal planned to subdi-
vide and sell it for vacation homes, and
a new company he formed with the
Clintons—Whitewater Development—
would develop it. Whitewater seemed a
way for the Clintons, who had little
money at the time, to cash in on the
Sun Belt land boom ar little risk:
McDougal gave the Clintons fifty-per-
cent ownership in White-
water, although they appar-
ently put up no cash; the
project was financed by
loans arranged by McDou-
gal, with the land itself the
only collateral.

Whitewater would even-
tually put Clinton in the
awkward position of being
in business with a man
whose principal enterprise—banking—
was regulated by the state. When this
issue was raised during the Presidental
campaign by a New York Times inves-
tigation, Clinton dodged it by pointing
out that he hadn't yet become governor
when Whitewater was formed. That
was technically tue—Whitewater De-
velopment was founded a few weeks be-
fore Clinton was elected governor. (He
then named McDougal to his staff, as
an adviser on economic development.)
But Clinton maintained his business
partnership with McDougal after
McDougal left the staff to start his
banking career—a decision that haunts
him now, fourteen years later.

Still, that was the way of things in
Arkansas, and Clinton’s partnership
with McDougal caused him no particu-
lar political strain through the years. On
the contrary, McDougal seemed just
the sort of friend that an ambirious
Arkansas pol would value. In 1982, af-
ter Clinton came back from defeat to
reoccupy the Governor's Mansion, Mc-
Dougal took control of a small savings-
and-loan called Madison Guaranty; in
three years, he built Madison into one
of Arkansas’s largest state-chartered 1n-
stitutions. He rode the wave of the
eighties with gleeful abandon. leverag-
ing big, playing hunches, and acquiring
the posture of success. He drove a biuc
Bentley, created a maroon Art Deco
headquarters downtown, and featured

Susan, who was also the secretary for
Whitewater, in television commercials
for his developments. “We called him
Diamond Jim, because he's the kind of
guy who always had money, always
promoted money, always drove nice
cars.” one close friend says. “You know,
Jim was just a high roller.” McDougal
liked to create the impression that
he would take care of his friends, and
not only politicians such as Fulbright
and Clinton and the current gove:-
nor, Jim Guy Tucker; he ran Madison,
Representative Leach now
says, like “a private piggy
bank.” In three years under
McDougal's control, loans
to officers, directors, and ex-
ecutives of Madison or its
subsidiaries grew from five
hundred thousand dollars 1o
. seventeen million.
Clinton, in contrast, had
limited financial resources
during this period, although his politi-
cal fortunes were building. “He has ab-
solutely no interest in money,” David
Leopoulos, a longtime friend of Clin-
ton's, says, but money was a problem
for someone who had to run for office
every two years. Clinton’s 1980 guber-
natorial loss to Frank White height-
ened a tendency on his part to de-
velop last-minute nerves before an elec-
tion, touching off binge spending on
campaign ads, which, in turn, height-
ened the need for friends with deep
pockets. Such was the case in 1984,
when Clinton went into the final days
of his bid for a third rerm comfortably
ahead in the polls but still worried about
the outcome. He called on a close
frend, W. Maurice Smith, who was a
member of his staff and, more impor
tant, owned a small bank in the unv
town of Cherry Valley, Arkansa:
Clinton asked Smith for a personal loan,
and Smith granted it without asking for
collateral: he simply transterred fifny
thousand dollars to Clinton's campaign
account—and it was shown on the
campaign-finance reports as a personal
contribution by Clinton to his own
campaign. (After the election, Clinton
named Smith director of the stare
Highway and Transportation Depart-
ment, a patronage job ranking same-
where just below King in the state of
Arkansas: whoever holds this office has
considerable influence 1n awarding
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highway contracts, and thus dispensing
jobs in a district, and in deciding where
state roads will be built.)

Clinton bought a lot of TV com-
mercials with the money he borrowed
trom Smith, and, just as had been pre-
dicted, he easily won the race. He ther
asked Jim McDougal for a favor. As
McDougal later put it, the Governor
came to him and asked if McDougal
could “knock our the deficit’—Bill and
Hillary's personal fifty-thousand-dolla:
debt to the Bank of Cherry Valler.
McDougal said, “Sure,” and that spring
he threw a fund-raiser for Clinton
at Madison Guaranty's headquarters.
According to McDougal, the event
raised thirty-five thousand dollars,
which went toward clearing the Clin-
tons’ debt. It was an extremely valuable
favor that McDougal performed, be-
cause, according to a Times report last
month, Bill and Hillary Clinton would
have been hard-pressed to repay the
fifry-thousand-dollar loan themselves.
The couple had a combined income in
1984 of a hundred and eleven thousand
dollars.

McDougal's generous gesture came
at 2 moment when he himself was at
the center of a gathering disaster. He
had overpaid for bad property, indulged
the wrong hunches, and in every way
lived the S. & L. experience of the
cighties. In 1984, the Federal Home
Loan Bank Board examined Madison
Guaranty, made note of “unsafe and un-
sound lending practices,” and though it
found Madison to be still solvent,
warned that if McDougal staved on the
same course he could sink the bank. But
McDougal, who loved the play of it
apparently believed that he could pull
Madison out of its nosedive if he could
only forestall the regulators. By 1985,
when the situation became dire, he
needed a friendly ear at the Arkan-
sas Secunnes Department, whose per-
mission would be required to keep the
bank’s doors open. As McDougal saw 2
his friend and business partner. Gover-
nor Clinton, had already provided tha:
for him.

HORTLY after hus 1983 mnauguranon.
Clinton removed his sitting corn-
mussioner at the Arkansas Secunties
Department and appointed an old
friend from Faverteville named Beverh
Bassert. Both Clintons had taught at the
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Guaranty was gone, but, in the hope
of recouping some of the taxpayer
money lost in the Madison bailout, the
Federal Deposit Insurance Corporation
decided that year to sue the account-
ing firm Frost & Company, which
had prepared the audit that the Rose
Law Firm used in arguing the case for
Madison's continued operation back
in 1985,

Lo and behold, it rurned out that the
chief auditor assigned to the case, James
Alford, had had two cutstanding loans
at Madison. The F.D.I.C. looked for
outside counsel. At that point, Vince
Foster, Mrs. Clinton's partner and close
personal friend at Rose, wrote a letter to
the F.D.I.C. soliciting business for the
firm. “The firm does not represent any
savings-and-loan association in state or
federal regulatory matters,” Foster
wrote, wording it in the present tense,
and avoiding mention of the fact that
Rose had previously represented Madi-
son Guaranty. Rose got the F.D.I.C.
case, and assigned as the lead lawyer
Webb Hubbell, the former mayor of
Little Rock, whom Clinton had ap-
pointed to the State Supreme Court in
1984, and who is now Clinton's No. 3
man at the Justice Department. (Inci-
dentally, Hubbell's father-in-law, Seth
Ward, had been an executive of a
Madison real-estate subsidiary and had
defaulted on two outstanding Madison
loans, totalling $587,793. Hubbell in-
formed the F.D.I.C. of Ward’s ties to
the defunct bank.) Hubbell settled the
F.D.ICs casc against Frost & Com-
pany for a reported one million dollars,
which was considerably less than the ac-
counting firm's insurance coverage; Rose
collected a four-hundred-thousand-
dollar fee.

Whitewater Development survived
the demise of Madison, and until 1988
McDougal had continued to manage
the partnership for himself and the
Clintons. Some of the methods he ap-
parently employed, however, are now
the subject of federal investigation. One
deal involved David Hale. 2 muni-
cipal judge and enmreprencur in Lirle
Rock, who seemed to have bad luck
with his investments (such as a Bible-
based theme park), but who had a
gold mine in the form of an investment
firm, Capital Management, that was
backed by the Small Business Admin-
istration. Under the S.B.A. program.
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Hale's firm raised money to seed
projects for disadvantaged companies,
such as those run by minorities, and
the S.B.A. matched the funds. As a
judge, Hale was known for shows of
temper, but when I met with him in
the Litde Rock office of his attorney,
Randy Coleman, he was the picture of
sad-eved contrition, politely answer-
ing my questions with the “Yes, sir”
and “No, sir” he had once demanded
in his own court. He 1s under a fed-
eral fraud indictment in connection with
his 5.B.A. dealings but feels he is
being made the “fall guy” for Arkansas
politicians he helped with his invesr
ment company, including Clinton. Hale
has said that in 1986, when McDou-
gal was facing scrutiny from federal
regulators and was about to be ousted
from Madison, he had lent Susan
McDougal three hundred thousand
dollars in the guise of helping a disad-
vantaged (in this case, female) entre-
preneur. Hale said that he had been
pressured into making the loan dur-
ing a visit by Clinton and McDougal,
and that some of “that money had
ended up in Whitewater.” The White
House maintains that no such meeting
occurred. - .,

Hale was caught by surprice when,
as a result of the federal investigation
into his dealings, his company offices
were raided, on July 21st. Finding him-
self in a corner, he decided to try to
make a deal with prosecutors. He told
them that he had had financial dealings
with some of Arkansas's most promi-
nent politicians, including Governor
Clinton and his successor, Governor
Tucker, and he offered to cobperate in
building a case.

A key element in such a case would,
be the fact thar a hundred and fifty
thousand dollars of Hale's S.B.A.
money did end up in Whitewater's ac-
count. McDougal's lawyer, Sam Heuer,
said that there's a simple explanation for
that, however: “Thar was just a screwup,
is all it was. That money was supposed
to go as a down pavment on [another
piece of property] and Jim inadvertently
put 1t 1n Whitewater's account. When
he realized he'd made a mistake, he
pulled it out.”

Hale, however, said that he had "a
ton of decuments” to support his story,
and copies of some of those documents
are said by local officials to be in the
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University of Arkansas School of Law,
in Fayetteville, in the ninetcen-seventies.
(In the way of things, Bassert’s brother
Woody had taken criminal law from
Hillary and constitutional law from Bill.
Woody Bassett actively campaigned for
Clinton in the 1976 Arkansas Artorney
General race and became a close politi-
cal adviser, managing the campaign in
Washington County, which includes
Fayerteville, during Clinton's critical
1982 comeback race against Governor
White. Beverly Bassett, meanwhile,
would eventually marry Archie Schaffer,
a nephew of Arkansas's Senator Dale
Bumpers and now an executive at Tyson
Foods—owned by Don Tyson, a serious
Clinton financial backer.) Bassett did
not know McDougal personally, but, as
a securities lawyer for a Little Rock firm
called Mitchell, Williams, Selig, Gates
& Woodyard, she had done work for
Madison Guaranty.

In 1985, shortly after McDougal
helped Bill and Hillary Clinton “knock
out the deficit,” his lawyers proposed to
the Securities Department a plan that
could save Madisom—an unusual recapi-
talization scheme involving the issuance
of new preferred stock in the savings-
and-loan. One of those representing
McDougal in this effort was Hillary
Clinton, whom, McDougal later re-
called, be had hired on retainer after her
husband approached him one day com-
plaining about family finances. In a let-
ter to Bassert, Hillary Clinton a.tgucd
that Madison should be allowed to is-
sue the stock. Using an audit recently
commissioned by the bank, another
Rose lawyer argued that the bank was
solvent.

It made for an amazing tangle of in-
terests: Hillary Clinton was arguing for
a rescue plan on behalf of her business
partner (and her own financial rescuer)
before a state official who was also a
friend, and who had been appointed by
Hillary's husband, the Governor, and
who had herself done work for the bank
in question.

Soon after McDougal raised the
thirty-five thousand dollars for the
Clintons, Beverly Bassett approved
Madison'’s recapitalization plan in a let-
ter that began, “Dear Hillary.” In fact,
despite the federal loan board's severe
criticism of Madison's practices a year
earlier, Bassent’s Secunities Department
allowed McDougal to continue operat-

ing Madison Guaranty for another year,
until the bank’s board voted his removal.
Durning that ume, Madison grew from
a forty-nine-million-dollar institunon to
a hundred-and-twenty-five-million-
dollar institution, fattening the load—
abour sixty million dollars—picked up |
by taxpayers when the bank finally went
bust in 1989.

Bassett, who now uses her married
name, Schaffer, is bemused by any sug-
gestion that she gave Madison preferen-
tial treatment. The obvious conflicts
didn't seem as bad to her in 1985 as
they seem now, she said recently. True,
the rules of professional conduct prob-
ably should have precluded Mrs. Clin-
ton from representing her business
partner, but, Schaffer said, at the time
she didn't know of the existence of
Whitewater; besides, it wasn't in the
state commissioner’s power to decide
a petitioner's legal representation.
Members of her own staff had had
strong reservations about Madison, but
Schaffer told me that, on the basis of
the information available to her, her
only choice was to allow Madison the
chance 1o recover. “What we had was
their examination report™—the report
by the Federal Home Loan Bank
Board—"clearly showing them solvent,
plus their audit showing them solvent,”
Schaffer said.

The 1985 audit that was commis-
sioned by the bank and became the
foundation for the Rose lawyers’ argu-
ment that Madison should be allowed
to continue operating is at the heart of
the problem of conflicting interests, By
1989, McDougal had hit rock bottom.
His wife had left him, and many of his
political friends had abandoned him.
(“He asked Clinton for a job even

ing floors, anything,” one friend
says.) He had also been hospitalized
for what was diagnosed as manic de- |
pression. A psychiatric report said |
of McDougal in 1987 that his “first re-
ally flonid manic episode” was “charac-
terized by increased energy, increased | |
ralkativeness, ‘felt invincible, used poor
judgment with money, and apparently
really lost his whole business and savings
in unwise real estate and other invest- |
ment ventures,” In 1989, McDougal
was indicted—and eventually acquit-
ted—by the federal government for |
fraud, in a prosecution focussing on one |
of his development deals. Madison
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THE POLITICAL SCENE
hands of federal investigators. “They
want to indict me, discredit me, convict
me,” Hale said, referring to a powerful
clique of politicians he claims to have
been associated with since his youth,
The United States Attorney in Little
Rock, Paula Casey, who is a Clinton ap-
pointee and a longtime Clinton sup-
porter, has declined ro make a plea bar-
gain with Hale. He is nevertheless still
hoping for some sort of leniency, and
claims to be quite ready to make his
case. “We haven't lost any of our
records,” he said.

The last comment was a pointed ref-
erence to the remarkably high incidence
of missing records in connection with

with Madison, and, particu-
larly, with Whitewater. In 1992, Susan
McDougal told the Washington Post
that, as Whitewater's secretary, she had
kept all the corporation’s records, but
that at Hillary Clinton's re-
quest she had sent all her
records to the Governor's
Mansion—"every sheet of
paper . . . every file | had, all
the purchase agreements,
copies of the deeds, all
monthly payments by cus-
tomers, all checks written
by the corporation, all cor-
respondence.” The Clin-
tons, who have maintained
that they lost money on
Whitewater, have said that
they have only some of the

corporation’s records.

N his happier, high-roll-
ing days, Jim McDou-

gal was known to delight in
his friendship with the
Clintons, and in his access
to the Governor's inner
sanctum. Now the Clintons
don't speak his name, and
aides murmur about a busi-
ness associate whose rogue
dealings were strictly his
own. And what is known
about McDougal's life now
seems to warrant the phrase
that so many of his Arkan-
sas friends employ when
speaking of him: “Poor ol
Jim." McDougal's marniage
and business are gone, and
he has been living in a
trailer home near Arkadel-

phia. (Susan McDougal, for her part,
was recently charged with forgery and
theft in an unrelated case in Cali-
fornia and has pleaded not guilty.) Af-
ter he was acquitted of criminal charges,
“Bill Clinton did not help him one
damned bit," says an old friend, bur it
is not likely that McDougal, who once
shared his political savvy with the voung
Clinton, expects the President to get in
touch. He survived the fraud trial, but
current federal inquiries are likely to
bring him back into court.
Federal investigators believe that
channelled a great deal of
money in and out of the Whitewater ac-
count, and it is still not known where
much of the money went. That is one
of the reasons investigators were so ea-
ger to inspect Vince Foster's White-

water files. Foster had worked on
Whitewater as the Clintons’ personal

“Arthritis Pain Formula Anacin, Poli-grip,

and a home-pregnancy test.”

37

lawyer, and among the documents in his
possession were records of the Clintons’
sale of their share, in 1992.

Bruce Lindsey, the White House
aide, said that the Clintons sold their
interest in Whitewater to McDougal for
a thousand dollars, and, in the process,
discovered that the company had not
filed rax rerurns for three vears; on the
adwice of Foster, they had an accountant
prepare the returns and then sent them
to McDougal for filing, Lindsey added.
that a copy of the rerurns was also sent
to Foster, who was by then working in
the White House.

After Foster’s suicide, the White
House counsel, Bernard Nussbaum, re-
trieved the Whitewater material and
forwarded it to David Kendall, the
Clintons’ new personal lawyer, instead
of handing it over to the investigators
probing Foster’s death; Nussbaum
ated lawyer-client privilege,
thereby raising the separate
issue of whether Foster,
a government employee,
should have been doing the

Clintons” private work in his
capacity as depury White
ouse On Decem-
ber 23rd, Clinton finally or-
dered the Whitewater papers
turned over to Justice, but
there was a further delay for
“cataloguing.” (Foster's diary,
which Nussbaum gave 1o
Foster's personal attorney,
has not been turmed over to
government investigators.)

The paper wail recording
McDougal's dealings with
the Clintons follows a sinu-
ous course, and often disap-
pears altogether beneath the
patchwork of Arkansas poli-
tcs. One sought-after piece
of paperwork is the cam-
paign-finance report show-
ing the contributions col-
lected at that 1985 fund
raiser given by McDougal 10
reieve the Clintons’ personal
debt. Government investiga
-tors believe that at leas:
twelve thousand dollars of
the money rurned over to
Clinton’s aides that nigh:
may not actually have been
raised but, rather, improperiy
diverted from Madison. The




Resolution Trust Corporation, combing

+ through the records of the defunct

savings-and-loan, discovered four cer-
tified checks, each in the amount of
three thousand dollars and each bearing
the name of a Clinton “contributor.”
One of those whose names appeared on
a check was Kenneth Peacock, who was
a college student at the tme, and who
says he didn't make a contribution to
Clinton—a scenario that suggests that
the checks bearing his and the three
other names might have been phantom
contributions intended to disguise a di-
version of Madison deposi-

tors’ money to Clinton. (The

three other checks bore the

names of Susan McDougal,
Fulbright, and an

of Peacock’s father’s.) “It’s a
disgusting situation,” I was told by
Betsey Wright, Clinton’s longtime chief
of staff in Arkansas, who ran his 1984
campaign and received the from
the McDougal fund-raiser. *1 can’t
imagine anything worse than putting
someone’s name on a check that that
person didn't put on himself, or request
to put on himself. We had no way of
knowing it."

McDougal has denied any such mis-
deeds. His lawyer, Sam Heuer, believes
that there is probably a simple explana-
ton for the phantom contributions.
Noting that Peacock's father, Charles
Peacock, of Bald Knob, Arkansas, was a
business assocate of McDougal's and 2
onetime member of the Madison board,
Heuer said, “T suspect that Jim talked to
Peacock’s father, rather than to Peacock
himself, on something like that. And I
would assume that Peacock's father
would have been a person in appro-
priat: authority to have O.K.'d that

However, up in Bald Knob, Charles
Peacock maintains that he didn't autho-
rize the contribution to Clinton, and
offers as what he considers sufficient
proof the fact that his line of Peacocks
have been Republicans dating back to
his granddaddy. Peacock said that he
“never had” supported Clinton.

The campaign report, which Betsey
Wright was obliged by state law to file
with the Arkansas secretary of state,
would show the names of other con-
tributors at McDougal's fund-raiser,
which was attended mostly by Madison
executives and emplovees. (Clinton was

not there.) The paperwork would also,
of course, be evidence that the Clinton
campaign actually reported the take
from that event. The report, however,
is not among the Clinton files at
the Pulaski County Clerk's office, in
Little Rock—Wright said she should
have filed it there but apparenty didn't,
Neither is it at the secretary of state’s
office. Officials there said that it might
have been disposed of, because they
were not then required to keep such
records indefinitely. The consensus in
Little Rock political circles is that

Wright, who is known for

meticulous recordkeeping,

would be the best source for
the list of contributors. “I
can't find those reports,” she
said. "It has us tied into 2
situation that emerged on other people’s
parts, not ours. And my not having the
files is grist for gerting more focus on us
than on where the problem was. And |
wish I could stop that, but I don't know

how. I'd give anything to be able to
solve this.”

A former high-ranking official in
the secretary of state’s office told me that
many such records—especially those
likely to be of lasting public interest,
such as a Clinton campaign report—
were microfilmed for historical safe-
keeping. I asked Phil Hoots, who had
been the of state’s manager of
records in 1985, about this, and he
confirmed that such records, probably
including Clinton's crucial campaign
report, were regularly microfilmed at
that time. However, he added, “All
that stuff was kept in a room that used
to be a boiler room to generate steam
heat. They had all that stuff back there
in the carty-combs. Bingo! It was all
ruined. You'd open the drawers and
the stench from the acid would knock
you down. It was all nuned.”

It is likely, though, that another
mountain of paper relaung to Whate-
water, McDougal, and his dealings with
the Clintons will soon be building, as
the Justice Department continues in-
vestigating the fact that S.B.A. funds
ended-up-in Whitewater and the possi-
bility that McDougal diverted in-
sured depositors’ money to political
campaigns, including that 1985 Clin-
ton fund-raiser. Not surprisingly, Re-
publicans on Capitol Hill are press-
ing for hearings on Whitewater, and.

more ominously for the White House,
Anomey General Janet Reno 1s consid-
ering the appointment of a special coun-
sel to conduct an independent investiga-
tion. There is coming, one way or
another, 2 discomfiting seminar on Ar-
kansas manners.

R the Clintons, what could prove

more troubling is the handling of
the Whitewater-McDougal-Madison-
Hale entanglements after they lef:
Little Rock. They appear not to have
benefitted financially from White-
water—they assert that in fact they
lost sixty-nine thousand dollars—but 2
final assessment can't be made until
there is full disclosure, and the posture
of the White House in that regard can-
not be described as forthcoming. What-
ever embarrassments the Whitewarter
papers hold—assuming they are not

hardly be as damaging

as the impression now taking hold thar
the White House has something to
hide. At the least, the two lawyers
living in the White House, and the
lawyers on their staff, caused the re-
moval of material that is part of a fed-
eral investigation.
The prospect of mqmneu—the very
fact of the continuing interest in White-
water—seems to have the First Couple
somewhat nonplussed. Mrs. Clinton
said, as the new revelations came spill-
ing forth, “I am bewildered that a los-
ing investment which for us was signifi-
cant—sixty-nine thousand dollars,
which is provable by the accountants—
is still a topic of inquiry.” A defense that
a questionable business pa:tm:rship
couldn't have been improper, because it
was not profitable, is hardly lawyerlike.
Yet there may be something uninten-
nonally exculpatory in the Clintons’ loss*
on Whitewater—in the implicit asser-
von that if Bill Clinton were a crook he
could have found a better accomplice
than Jim McDougal and a more Jucra-
uve avenue than Whitewater.

When | asked Beverly Basser
Schaffer about the entanglements sur-
rounding the official repneve that she
had awarded Madison Guaranty in
1985, she acknowledged that outsider:
might see a conflict of interest. “We
can't help bumping into each other all
the tme,” she explained. “But we do do
smff out in the open, so at least v'all can
check on us."
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Washington Post Stalf Wrnter

here are only a handful: Leonard Gar-

ment, James St. Clair, Theodore Ol-

son and a few others. They are law-

yers who have represented presi-
dents in imes of stress or scandal, including
Watergate and the lran-Contra affair. They
know what President Clinton's lawyer, David
Kendall, is going through in the Whitewater
matter and what pitfalls may Lie ahead.

Though they were reluctant to give advice
to Kendall or his famous client, a list of do's
and don't's quickly emerged from interviews
with them last week.

s Get private counsel

So far, Chinton gets an “A” for retaining a
“private lawyer"—Williams & Connolly litiga-
tor Kendall—to handle questions about his Ar-
kanzas land dealings in the Whitewater Devel-
opmemnt Corp.

“Presidents do not view their . . . staff law-
vers as lawvers, but as staffers,” said Gar-
mient, who served as in-house counsel to Presi-
dent Richard M. Nixon during Watergate, And
when vour client is the president. Garment
said, “vou can't tell the client to show up at
vour office at 2:15."

Garment said he talked with Nixon about
cetting outside counsel as early as the spring
of 1973, but Nixon's first choice—then-Secre-
tary of State William P. Rogers—declined the
job, according to Garment. Garment and Fred
Buzhardt, then general counsel to the Defense
Department, joined to assemble a legal team,
mastly from within the government.

There are several good reasons why outside
counsel is essential.

White House Counsel Bernard Nussbaum,
like all White House counsels, represents “the
institution of the presidency,” not the presi-
dent as an individual, said Fred Fielding, White
House counsel to former president Ronald
Reagan. The White House counsel “can never
be giving the president legal advice about
purely personal issues.”

Another former White House counsel noted
that there's a federal law mandating that gov-
ernment officials, including lawyers, notfy the
Justice Department if, while advising another
povernment official, they learn of a matter
that might have criminal consequences. The
president, like anyone else in government,
needs outside counsel “to whom he can talk
freely,” this lawyer said,

u Protect the office.

Anything you do can to create precedents
for future presidents, so it's impossible to sep-
arate the person from the office, “You have to
rotect the stitution of the presidency and
the ability of the person to contmue being

wesident. . . . And that's tricky.” said Olson,
‘ho represented Reagan when defense law-
ers sought the former president's diaries and
estimony in the Iran-Contra trial of Adm. John
'oindexter.

Most clients “have time they can give you to
elp themselves,” he said. “But in a sense your
Jghest responsibilicy o (L piOlen. 2 pi7h
:ent to go on and do things that the people
lected um or her to do.”

4 Speak with one voice.

Though they were too polite to sav 0, it's
bvious Clinton gets an “F" on this score, A
aggle of White House staffers has been talk-
18 to the press, while Kendall, in true Wil-
ams & Connolly style, has been speechless.

Speak through one person, say the experts,

hether it's the lawyer or someone else.

“Evervthing you do 1s potentially subject to

wreat deal of scrutiny, and you have the re-

wnsibility to deal with the public perception

what's being done as well 15 simpl <be legal
saties. Vhson adad
T o inveps were et oy 4 tmer Rene
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should take part in briefing reporters to make
sure they understand the legal reasoning.

Ironically, Garment, who 15 as comfortable
at a press conference as in a courtroom, artic-
ulated the downside of Kendall going public:
“Lawyers are not seen as credible spokesmen
in this country at this time.”

Mortenson suggested that the lawyer doesn't
have o be the person giving the answers, but it
should be “one spokesperson who has a direct
line of communication with the lawyer.”

u Cut out the middle people.

In 1974, Nixon finally did retain outside coun-
sel, Boston Ltigator James St. Clair. But then
Nuxon refused for the most part to deal directly
with his lawyer. Instead, St. Clair and the legal
team had to deal with Nixon mainly through
White House Chief of Staff Alexander Haig.

By the time Nixon resigned, he got it right.
When white-collar defense specialists Herbert J.
(Jack) Miller and Stan Mortenson began repre-
senting Nixon days after the resignation they got
direct access, Mortenson said.

“Working through a buffer with a chent is ter-
ribly unsatisfactory,” said Mortenson, “Cut out

the middle people.”
» Stay i touch with yoar client

Sound simple? Not when it's the president of
the United States,

You don't “want to wake up some morning and
find out he is in Egypt,” said St. Clair, who re-
called a trip Nixon made to the Middle East at
the height of the Watergate scandal. 5t. Clair in-
sisted on knowing “what was going to happen and
why and when,” so he could tailor his work
schedule around the president’s.

Likewise, St. Clair said he met daily with Haig
to discuss “what we'd say to the press today,
what should the president be informed of” and
what the president’s response might be on Wa-
tergate issues.

Ulumately the president’s lawyer is on his
own, and there is no single answer to all the legal
and political dilemmas.

“This is free-form litigation,” said Garment,
who described the Whitewater inquiry as “a very
weird type of fungus that spreads quickly in a
hundred different directions.”

“There are no brilliant winning solutions,” said
Llovd Cutler, White House counsel to former
president Jimmy Carter. “If vou had all the expe-
nence in the world, these are still very difficult
choices to make.”

~ Al
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Presidents’ Defenders
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McDougal Subpoenaed to Appear before Grand Jury This Week

EDS: Retransmitting to CORRECT spelling of subpoenaed in summary line
phradfon

By JULIE STEWART= Associated Press Writer=

LITTLE ROCK (AP) James McDougal, the former Arkansas S&L executive who
co-owned a real estate venture with Bill and Hillary Clinton, has been
subpoenaed to appear before a federal grand jury in Little Rock.

McDougal's lawyer, Sam Heuer, said Sunday that McDougal is to testify
before the grand jury Thursday.

Heuer said he accepted the subpoena Friday on McDougal's behalf.

Earlier Sunday on ABC's ~“This Week with David Brinkley,'' Heuer said the
FBI had subpoenaed documents related to Whitewater Development Co Inc., the
Marion County real estate venture in which the Clintons and McDougals were
50-50 partners from 1978 to 1992.

““We invite an investigation because there's no wrongdoing, and we're
intending to comply fully with the subpoena and provide as many materials as
we can to the FBI,'' Heuer said.

~~I don't know of any real major secrets in any of the Whitewater
materials, and I would suspect, were there some secrets, we would have known
about them long before now,'' he said, referring to the number of times the
S&L has been examined since McDougal left it in 1986.

McDougal was acgquitted in 1990 of eight federal fraud charges in
connection with the operation of the S&L, which was named Madison Guaranty
Savings and Loan.

The S&L, of which McDougal owned a controlling share, failed in 1989,
costing taxpayers $47 million. Federal audits questioned practices of the S&L
when McDougal was chairman, but he has said it failed because of actions of
his successors and federal regulators.

Federal investigators are trying to determine whether Madison funds were
illegally diverted to Whitewater or to help Clinton repay a $50,000 loan for
his 1984 gubernatorial campaign.

Clinton has been accused of no wrongdoing, and he has denied any
wrongdoing. He has said he lost $69,000 in the Whitewater venture.

Attorney General Janet Reno is expected to make an announcement soon of
her choice as special counsel to investigate dealings involving Whitewater.
Heuer said no funds from Madison Guaranty were diverted to Clinton or
anyone else. He said the S&L was examined by the Federal Home Loan Bank Board,

the Federal Deposit Insurance Corporation, two independent certified public
accounting firms, and, previously, by the FBI and the Justice Department.

~~Jim McDougal would have been very quickly charged at that peint in time
with criminal activity had any money been diverted,'' Heuer said.

~“The linchpin of this whole thing seems to be the fact that Jim McDougal
was a savings and loan executive, which is akin to being a communist in the
McCarthy era, or a witch in the Salem era, and that's ludicrous. Jim McDougal
is a fine fellow, and the Clintons are good people.''

Heuer also talked about why Whitewater failed. ~“You have raw land in a
remote area of Arkansas that has to have water and sewer, it has to have
roads. It has to have all of these comforts that we have, and too much money
was spent in developing those.

““Whitewater is not an IBM or a Xerox or any large it's a very small
corporation that cost $300 to form by filing with the secretary of state,'' he
said.

#x%% filed by:APW-(AR) on 01/17/94 at 06:14EST **xx
**%% printed by:WHPR(JEL) on 01/17/94 at 10:00EST *#%%*



OUTLOOK

CALENDAR

King Day concern. The Marun Luther
king Jr. holiday on Januarv 17 is a
time for refiection on the ramed civil
rights leader’s accomplishments. But
White House officials are worned
about criticism because the adminis-
tration has vet 1o fill top cwvil nights
jobs —including that of assistant at-
torney general for civil rights and the
chair of the Equal Emplovment Op-
portunity Commission.

North exposere. Later this month. Ol-
wer North is due to announce he will
run for the Republican nomination in
Virginia's 1994 U.S. Senate race. The
ex-marine and former aide to Presi-
dent Reagan is best known ror his
role in the Iran-Contra scandal.

DATABASE

Number of days North testified
before the congressional committee
investigating Iran-Contra: 6:
transcript pages of tesuimonv: 1,388:
word count: more than 300,000

Years independent counsel
Lawrence Walsh conducted criminal
investigations in Iran-Contra affair:
7. amount prosecutors have spent
on the investigation: nearly $40
million: total indictments: 14: total
convictions: 11: convictions upheld
on appeal: 9

North’s sentence from federal
district court. prior to appeais court
dismissal: $150,000 fine, 1,200

s of community service, 2 years'
probation and total disqualification
from holding any office under the
United States

Number of copies of Unaer Fir
North's autobiographical account of
the controversy. sold since
publication in 1991: 625,000

WHO WILL PAY THE WHITEWATER TOLL?

Asif the political price of the Whitewater affair now troubiing the White House wers
not high enough (storv. Page 43). the ninancial fallout trom President Clinton s sour
Arkansas real estate deals keeps growing as well, For the advice of Washington lawver
David Kendall. the Clin- e e

tons are faced with legal ;
fees that at the prestigious
firm of Williams & Connoi-
ly can run close 1o 3500 an
hour. Even at a discount.
the bills could eat up a big
chunk of the president’s
$200.000 salarv. So far.
aides say. the Clintons plan
to pay the bills themseives.
But if the toll from the
investigations piles up.
might they consider a legal
defense fund. a strategy
with a long Washington
tradition? Sen. Robert Packwood. whose ethics-investigation expenses are said to
approach 51 million, has established a fund. as have other elected officials under
investigation. What Clinton is not likely to do. sources say, is risk further political
scorn by paying legal expenses from campaign funds. Still. critics say anv source other
than Clinton’s own pocket would be objectionable. “It’s just another wav to gain
influence.” says Charles Lewis of the Center for Public Integrity. “The indebtedness
vou would feel for one who has helped save vour neck — you would remember that.”

Full stop. 4r the Whitewater project

| WHERE THE (LICENSED) GUN DEALERS ARE

| In hopes of driving many of America’s 258,000 licensed gun dealers out of
business, the Clinton administration proposes to raise the $66-a-vear gun-
selling license to $600. But fewer dealers doesn 't automatically mean less crime.
Florida, with 8.6 licensed dealers per 10,000 people, has America's highest
violent-crime rate. North Dakota. with 25.8 dealers per 10,000, has the lowest

24.4 Licensed gun dealers M More tan 20
—  per 10.000 population W15 0 20 Y2185
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The Whitewater files

How a botched land
deal boomeranged
on the Clintons

Ii.ary Rodham Clinton broke any
laws in their failed attempt 1o sell off a
wooded bend of northern Arkansas’s
winding White River. But political vet-
erans inside and outside the White
House sav the Clintons are guiltv on all
counts of breaking the two crucial laws
on damage control: Offer quick and
clear explananions, and. by all means.
avoid any appearance ol a coverup.
The breach is intentional.
The Clintons have told aides
that thev resent continuing
“intrusions and have resist-
ed . release of documents
r. g to their Whitewater
D- :lopment investment.
But the result is what might
have been expected: lots of

t may be left to a Little Rock grand

damage. very little control.
Onlv last week. the White
House announced that two
weeks earlier a Little Rock
grand jurv had subpoenaed
the Whitewater files. The tact
that the Clintons simultancoush
requested a subpoena—
guaranteeing that the
records woula remain se- M}’
cret—also raised suspi-
cions. Meanwhile, aides
to Attornev General Janet Reno sug-
gested that she mav assign the inguin
10 a special prosecutor it Congress rein:
states the independent counsel law.
Follow the money. Under these roiled
waters rest the still unanswered gues-
tions of Whitewater's books and the
Clintons refusal to disclose details ot
their investment. The facts are not sim-
ple. In 1978. the Clintons purchased wi-
terfront real estate in northern Arkan-
sas with James and Susan McDougal
The couples took on a SI83.000 mort-
gage and a $20.000 bank loan for the
down pavment. Thev then formed
Whitewater Development Corp.. divid-
ed up the 230 acres and put the lots up
for sale
In 1979. Chinton became governor
and named McDougal an aide. The

jury 1o decide whether Bill and Hil- |

next vear, McDougal quit 10 jomn o
group buving the Bank of Kingsion in
nortnern Arkansas. In 1932. he bougn:
Madison Guarantv Savings & Loan As-
sociauon near Little Rock. Trouble toi-
lowed. By 1983, federal regulators were
examining Kingston Bank. The Clintons
conunued their dealings with McDou-
gal. and regulators moved nto Madi-
son. One event in particular has since
captured law enforcement interest: a

1055

savsone tax lawvsr ~ But neitner
tnese things is retiectea on the Chinton
tax return.” Whitewarer coliapsea unad.
the weight of the McDougals” Madisor
troubles — he was ousted in 1957 and lat
er tned and acquitted of fraud charges—
The Chintons sold him their share in [9%2
for 51.000. but thev never declared a L\

| loss on their investment.

1985 fund-raiser McDougal held to heip
Clinton pay ofi a $50.000 campaign

debt. The event raised S30.000—put

| some of that monev may have come di-

rectlv from Madison. If so. that could
he a violation of federal iaw
The Chintons sav thev eventually in-

vested—and lost—S$68.900. though the |

loss was never claimed on tax returns
Instead. savs White House counseio:
Bruce Lindsev. the Clintons claimed
most of it as interest tax deductions on
the Whitewater mortgage pavments. Bz-
tween 1979 and 1990. tnose geduclions
amounted to more than $30.000. a sub-

| stanuial tax savings. The remaiming

Whitewater loss. Lindsev savs, went for
business expenses. Tax experts sav that
claiming an interest deduction 1sn't the
same as declarng a loss. “You can oniv

The investigation 100y centers
| the flow of funds ut Madison and
subsidianies. White House Chie
Staff Mack McLariv has asked nis ne
deputy. Harold Ickes. to direct 3 “cour
terofiensive” against the Chintons

1 cs, But semor othicials <oy than
have only spolty knowledss o1 wi
went on

Indeed. within thye Jaministrats

I Hillarv Chinton 1= consigered
person who realiv knows all t
especiallv after the swicide last Jun
Vincent Foster. the acpuis W
House legal counsel who had nanaic
the case internalh. Now, rew gare o+
Mrs. Clihiton questions about 1! [ ]

BY STEPHEN | HEDGES. hE
SAN HEADDE

LUSNEWS & WORLD REPORT. JANUARY 17 1003




PM-Whitewater, 510
Need for Congressional Probe on Clinton Financial Dealings Disputed

WASHINGTON (AP) Republicans continue to press for Congress to investigate
President Clinton's ties to a failed S&L, while the Democrats accuse
administration critics of using the issue for political gain.

“~All the information has been turned over, every scrap of it. A special
counsel (is being) appointed. What do you want?'' Vice President Al Gore asked
Sunday on ABC's~ ~~This Week with David Brinkley.''

Attorney General Janet Reno is expected soon to announce the name of a
special counsel to investigate the ties between Clinton, first lady Hillary
Rodham Clinton and James McDougal, owner of the Madison Guaranty Savings and
Loan that failed in 1989 at a cost to taxpayers of $47 million.

McDougal and the Clintons also co-owned the Whitewater Development Corp.,
an Arkansas real estate venture. Investigators are trying to determine whether
Madison S&L funds were illegally diverted to Whitewater or to help Clinton
repay a $50,000 loan for his 1984 gubernatorial campaign.

Clinton denies any wrongdoing, saying he lost $68,200 in the Whitewater
venture.

McDougal's attorney, Sam Heuer, agreed Sunday. ~~I would suspect if there
were some secrets, we would have known them long before now,'' he said. ““Jim
McDougal was a savings and loan executive, which is akin to being a communist
in the McCarthy era.''

Heuer also said Sunday that McDougal has been subpoenaed to appear before
a federal grand jury in Little Rock on Thursday.

Rep. Jim Leach, R-Iowa, the ranking Republican on the House Banking
Committee, repeated his call for bipartisan congressional hearings, saying the
special counsel would look into illegal activities while Congress needed to
air an issue of ~“public trust.''

““This isn't the largest issue. It's somewhere between much ado about
nothing and something might be a little rotten in part of the Ozarks,'' he
told CBS' ~~“Face the Nation. ~~There are possible breaches of law, but more
importantly there's a public ethic here that's at issue.''

Sen. Bob Dole, R-Kan., who also has pushed for hearings, on Sunday
criticized the vice president for opposing them when, as a senator, Gore
called on Congress to investigate controversies plaguing the Reagan and Bush
administrations.

Gore responded that Dole last week said the appointment of a special
counsel would satisfy him. ~“Let's let the special counsel ... do his or her
job,"'' Gore said.

““What we are looking at here is not an issue of national security,''
agreed Sen. David Pryor, D-Ark. ~~Sen. Dole and his Republican colleagues want
to keep this issue alive until 1996 and beyond so it can be a campaign
issue.'"’

Leach pledged to proceed on his own if the Democrats refuse to create a
bipartisan committee to investigate Whitewater.

But he said he did not envision questioning Mrs. Clinton, who was
Madison's attorney at the time. ~“Nothing would be more inappropriate than a
congressional effort to embarrass Mrs. Clinton,'' he said. ““We are looking
at a prior elected official, a current elected official."’

#k%% filed by:APE-(--) on 01/17/94 at 01:44EST **%%
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Politics & Policy: Clintons Made Profit In Series of Land Sales,
Magazine Report Says

WASHINGTON -- The price of a parcel of land related to the Whitewater
controversy rose almost 172% in a little more than a year, thanks to a series
of sales, including one in which Bill Clinton and his business partners sold
the property to the company they controlled, Time magazine reports.

Time said it was unable to obtain the Clintons' 1979 income-tax return to
learn whether the couple paid capital-gains taxes on what appears to be a
paper profit on their sale of the land to Whitewater Development Co. A White
House spokeswoman said she couldn't comment on the Time report, saying all
Whitewater matters are being examined by the Justice Department and will soon
be the purview of a specxal counsel.

citing deed records on file in Marion County, Ark., the magazine traced the
Whitewater acreage from its original sale as part of a 3,600-acre tract sold
by Arkla Land Co. in July 1978 to a company called 101 River Development Inc.
The sale price was about $400 an acre.

In early August 1978, according to Time, Bill and Hillary Rodham Clinton
and their partners, James and Susan McDougal, purchased a 230-acre parcel from
101 River Development for $203,000, or about $882 an acre. That parcel was
sold in late September 1979 to Whitewater Development, the company newly
formed by the Clintons and McDougals.

The transfer from the Clintons' and McDougals' individual ownership to
their corporate ownership was accomplished at $250,000, or about $1,087 an
acre, according to Time. The president of the bank that provided a loan to

Whitewater for that purchase -- James Patterson Jr. of Citzens Bank & Trust in
Flippin, Ark. -- said the final per-acre price was higher than the original
because the property had a large amount of river frontage.

%k k% filed by:DOWV(--) on 01/17/94 at 02:26EST ***%*
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Pruden on
Politics

By Wesley Pruden

The looming payday
for Miss Hillary

There's enough grief in the Whitewater for both
of them, but Hillary Redham is the Chinton wit the
problem.

She came to Washington as the rule model for
lot of feminists, particularly in the media, who were
looking for the good mommies they thoudht thet
never had. Republicans, eager as always 1o roll ner
to have their bellies scratched by Demourats. Fiwo-
bered and gushed with an excess of gallantry at the
very suund of the nanny’s voice

Actually, Mrs. Clinton is an old-fasmoned kind of
woman, She learned early in her marriage ro throw
her husband’s weight around with maximum effec-
tiveness, like the wife of the boss who arrives at the
office or factory and demands that evervone stop
work 10 accommodate her whims and pouts

A lot of people know the tvpe Some of them live
in Little Rock, Ark.. where the line mess the Clin-
tons at last find themselves 1 regarded with con-
siderable deja vu. 1 That's the way we talk down
there,) The president himself may regard the fine
mess much in the way of the man in that well-
known example of domestic bliss. watching his
mother-in-law drive over the cliff in hus new car.

Betsev Wright, who as the governur's chief of
staff conducted what she calls “the bimbo patrol”
and who may know him as well as any of his loyal-
ists, insists this view, propounded by several old Ar-
kansas hands in the White House. as “fundamental
sexism.* She calls it disloyal because it “makes Bill |
Clintun louk like a wimp.”

Well. ves. it dues. But this s how. while Mrs. Chin-
ton wus back at the ranch trving to arrange the

Whitewuter {iles <o thev fall with mimimum Jamage
once they 2et into the hands of someone who may
try o out what aciually happened. the pres-
ident himeell was talking in Prague:

“Basically,” he told NBC News. “the press has edi-
torialized and pressured the politicians into saving.
‘Here's a guy that. as {ar as we know. hasn't done
anything wrong, nobody's ever sccused im of do-
ing anvthing wrong. there’s no e\ 1dence that he's
done anvthing wrong, but we think the presumption
of guilt almost should be on him He should some-
how prove his innocence. ™

Then, this to CBS News: "l can’t recall anvthing
like 1t 1n American history
where evervhiody savs.
“Well. there’s nu evidence
this guyv's done anvthing
wrong, but we think he
should invite another in-
vestigation of mself’ "

And. finally, this to
NBC: “You got vour two
questions, Jim.” |

Jim Miklaszewsk of i
NBC: "OK”

s Lk STy bod re
M. not interested in the
—_—  truth” With that, the pres-
dent took off his microphone and walked away: For
reasons of its vwn. NBC chose not to broadcast the
president’s tantrum. This 15 the kind of break that
few other politicians ever got. not even Teddy Ken-
nedy, and the kind that Mr. Clinton may be seeing
the last of The tantrum, by the way, looked a lot like
the tantrum he threw when Jerry Brown tried to
bring up Whitewater during the 92 campaign. He
accused Mr Brown of “attacking ™ the missus. (The
press went back to sleep until Jerry Seper of The

e MORINs. Tadiy oroKe iU pen With tne guitdas
slon f Mrs Chnton's letter Jemanding the pover of
attorney to run the Whirewater investment. and
shen with the disclosure that files were looted TTom
Vince Fosters office by Chinton aides betore inves:
rators could see them

“ut I¥ anvone 484 been treated with more care
1 Bill, s Hillars, and of Dasid Gergen ts don
- qum this mernne, he's teiling her that in Wash

eton there's always a pavday someday

‘\We women seek the glory.” says Harrett Woods,
president of the National Women's Political Caucus,
“+1:1 we also have to take the consequences when we
mure mistakes. | don't know if she has made mis-
+4nes. but if she has I hope she would be equally
acvountable”

\nna Quindlen, among the most blindly devoted
.| the media princesses, is rattled. too. *While look-
ing down your nose may work with sexual innu-
endo. it does not adeguately address conflict of in-
serest,” she writes in the New York Times. “The
Clintons have not controlled Whitewater. They have
inflated it with the gases of tempornizing. A big bang
looms.”

Alrs. Clinton earned the reputation in Little Rock
as the Clinton who keeps her cool in the face (7 en-
emy fire when the other Clinton panics. Now e
may see how much, if at all. our young president
has grown

¥ 1661 F1 AAVANVI 'AVCINA
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Health care, ethics and

WP he miuyar of the District of Co-

‘lumbia last week declared a
state of emergency and shut
down all “non-eseential™
due to electrical demands posed by -
the cold,
Nonetheless,
s ex-
peciled Lo returmn
to business Tues
day, with the
's State
of the Union ad-
dress scheduled
for that night
Barely healed
. froma the wounds
of NAI'TA, membern will slog back
throug the ice and cold Lo tackie an
wnngrmmm
HEALTH CARE — Committees

will iowcuediately fighting over
the revamping of a $1 trililon indus-
try. Lovk for Jouder and more insis-
tent criticism from some Republi-
cans, locluding lowa Congressman

D. M. REGISTER NEWS-

¢ V6D IS MegBIer |
|

Jim Nussle. ATER — That old
A recent memo from Project for  independent counsel law that the Re-
the RBepublican Future, hesded up by 80 dislilked now will move
a former top side to former Viee through Congreas than a pay
President Quayle, advised that “say
Republican urge to negotiate a “lesst CAMPAIGN FINANCE REFORM
:Lﬂw“"‘“‘ Pty o Lyrted
Eain dispute. Lack of action will keep
mﬂﬂt‘ﬂuﬂuh:‘m

Not
Issiie — mem- CONFIRMATION

a
ﬁ‘%mm OF A DE
st & proposal FENSE SECHETARY — F:
virtualty all gifts, meals sl enter- cants? Y N
. ;

BANK REGULATORY CONSOLI-

| WWJMNM

———

Whitewater await Congress

DATION — Congressman Jim Leach
to give yet more speeches ualng
ﬁwogd ‘Intriguingly" at key

points.
Then there's education funding,
welfare reform, antl-crime meas-

ures, acoess to abortion for-
¢lgn aid, revisions to the bill,
establishment of a national hi way

crusade against the Justice Depart-
ment’s stance on child pornagraphy.,
This month, Grassley and more than
130 other members of Cu!reu,
Democrats and Republicans; filed a
brief with the U.S, Circut Court of
Appeals for the 3rd Clrcult in the
case of Knox ve. United States.

The department wants the case re-

, 8 longtime aide to Bena-
tor Tom Harkin, and consultants,

el

and formed a campalgn committee.

"
FIRING LINE: In a particularly
blistering column sent out to papans
in his district recently,
Jim Ross Lightfoot ook out after
President Cl : and company for
being “major players in promoting
the gun control mania.” You could
say Lightfoot remains unimpressed
with the Brady bill.

Wrote Lightfoot: “The president
and others are well-schooled In the
art of taking a tiny, fractional bit of
fact, mixing it with a great deal of

emotion, the brew untll the
-national %\fﬂ it to be the

undehiable truth, and then serving
the resulting concoction to the
al public as & simple cure for a com-
plex problem."

As was observed above, It ls an
election year.

JANE NORMAN is a reporter in The Reg-
ister's Washington, D.C., bureay,
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~Search Begins for Special Prosecutor on Lan

. By DAVID JOHNSTON
Spucial e The Mew York Times

WASHINGTON, Jan. 13 — Atorney
General Janet Reno began a search for
an i prosecutor today, sort-
ing through names of what aides de-

scribed as a “handful' of candidates

for the politically perilous job of inves-

tigating President Clinton's role in a

failed Arkansas land deal

Justice Department officials said
Ms. Reno and several top advisers
have weighed the names of several
well-known lawyers as potential candi-

« dates and have telephoned some 1o
determine whether they were interest-
ed. The officials would not identify the

prospective choices but said did

not expect to have difficulty finding a

prosecutor.

A spokesman for the Justice Depart-
ment, Carl Stern, said Ms. Reno “wants
10 do it quickly, to minimize any disrup-
11on 1o the investigation.'

One official said tonight that Mg
Reno had made progress today in nar-
rowing the list of candidates
and might name a prosecutor within

days.
Legal Obstacles
But there were legal obstacles that
could delay the decumion. One was that
an independent proseculor must com.

ply with Federal ethics rubes that bar
such a lawyer from represenung cli-

ENLS on matlers before the Justice De-
partment for at least a year after com- |
pleting a term us prosecutor. Depart-
ment officials could seek a waiver of .
the restrictions, but preparing such an
action could take several days.

Ms. Reno had made no preparations
for selecting a special prosecutor, the
officials said, and she had started with
4 "blank slate,” though it appesared
likely she was focusing her search on
nationally known lawyers with prose-
culorial expenence.

The officials said Ms. Reno - was
meeting with aides like Philip B. Hey-
mann, the Deputy Attorney General,
and Jo Ann Harris, head of the cnminal
division, who has been supervising Lhe
Justice Department’s n tion.
The inquiry centers on the Madison
Guaranty Savings and Loan Associa-
tion, a failed Arkansas thrift.

Madison Guaranty was owned by
James B. McDougal, the Clintons’ part-
ner in the Whitewater

Quick action is
sought for an
inquiry on
Clinton.

saign when he was povernor of Arkan-
s
Webster L Hubbell, the Associate

the Congressiomnal inguiry o the [ran-
contra affair.

No one at the White House was being
consulted on the decision, Lhe officials

said.
Some Justice Depariment officials,

Grand Jury Subposna
In recent days, agents from the Fed-
eral Buresu of Investigauon delivered
jury subpoena to the

& grand
of First Bank of Arkansas, a small

-

Bewing » Pressure
Ms. Reno's search
Clinton bowed on W

ma{;«ur.v

— i —
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Special Counsel: A RiSky Tactic?

: as to Hide
Success of Clinton Mo/vc Depends on What He Has |
. |
k P More than a decade later when the | had never proken tne laws of the um:.l
By 2:\325:_035';':?‘-'“ J ™ Iran<ontra case broke. Mr. Reagan|ed States. The truth was that he had
WASHINGTON 3 — Most re-| adopled a similar strategy. He msisted, | used manjuana when he was a siudent &
APS GTON, J‘r"'oid-r'w uanda- | 10 the face of considerable evidence (o n England. i
cent ! residents have (aced the g o Il'h' contrary, that he had never autho-| In the White House. he did not an-
rv of how to respond (o ag::n Y| rized trading arms for hostages or | swer completely at first when he was
damagin| mmw?' lWlM ";e:“:u[ supporting (he rebel forces in Nicara: | asked about the dismissal of the travel .
duct, a Ir inclination has ! gua when it was against the law (o do | office stalf and the suicide of his friend :
trim, hedge and dissemble. 53 and deputy counsel, Vincent W. Foster |
The tactic :_us Rm In that case, the taclic succeeded.|Jr. S0 the maiters never seemed (0 be
a“mrd M ‘N'.m it was 8 di.| The Irancontra affair. which invoived | put to rest. New iformation s sull |
News st e m:mm N hisl® private foreign policy run outside | COMIng oul aboul Mr. Foster, most !
Analysis P“'.' L For Ronald | Normal channels without the scrutiny | recently just before Christmas when it |
ledveﬂcy- in | of the State Department, Congress and turned out that a file on Whitewater
” " hl:.f‘!mlllltiﬂ:mlﬂd m“:' the public. was fixed in the public mind | was removed from his office the day of |
"G';:;:‘B:’h el“f:a % mm'mml 'as a political squabble of hitile conse- :;i::;:hnhf:ﬂ *l.m: N:’::::';":'l
Nothing that 1s k bout Pres:. . JUeNCe 10 ’
den:lCl‘:.‘n‘w‘n _’t'_ls nov'n o:alm..s Ml._ \ The Best Strasegy 1|E::;m lru! his wife, Hillary, surely !
cales that they should be compared 10| S5 Mr. Nixon would have benefited Public’s Suspicions
Watergate or the Iran-contra case. But | {rom baring everyihing. But if Mr

Mr. Clinton’s initial insunct was the | Resgan had told the whole truth, the| All this enhances Mr. Clinton's

same as his predecessors': (0 keep the
full truth from becoming public. Now,
he has agreed 1o the appointment of a
special counsel. Whether that was a
wise choice politically depends on
whether he has anything 1o hide.
Former President Jimmy Carter put
the matter in some perspective this
week when he was asked in a National

Baring all could
have costly

“Slick Willie" image, and some on his |
staff view it as a political problem. A
CBS News Poll taken last week showed
that only 12 percent of the public

Mr. Clinton had told the whole
truth about his personal life. Another 51
percent said he mostly told the truth
but was hiding something.

But in the Whitewater matter, stalf
members are handicapped. They can-
not really’ argue that the Clintons
should be more candid because they do
not know the lacts.

It 1s difficult 10 know what kind of
besn dllehwrln would hc|mn da (-]
" itical consequences could have Mr. Clinton politically than the ic
Stonewalling’ by Presidents f"' Mficant. perception thal he is hiding something,

“| think one reason, Mr. Carter ublic relations specialisis generally | For instance, James B. McDougal
rephed, ‘18 that Presidents Bush and| hold that the best response 10 2 damag- | and hus wife, Susan, the Clintons' par-
Reagan got away with the Iran-contra | ing disclosure 13 1o get all the truth out | ners in the Whitewater venture, invest-
embarrassment. They stonewalled and | as quickly as possible. The textbook |ed substantially more money in the
are sull doing so, and the information | examples are from the 1980's when | comp than the Cli did, even
aboul |ran-contra has never Dbeen| Tylenol quickly recovered its market | (hough the Clintons were (o share
made fully public. S50 | think it may be ' share after news (hai consumers had | equally in the profits, What if it tums
that some of President Clinton's advis-. died after taking cvanide-laced cap-|out that Mr. McDougal agreed (o such

ers thought that he could do the same | sules. The reason. public reiations ex- |an arrangement simply because he
thing.

ris hold, is that the the drug’s manu- | thought the project would benefit from
“But | don't believe it's possible in | facturer. Johnson & Johnson. never |ihe prestige of the Clintons' name in
the case of this issue. | think that it's | pretended that nothing was wrong and | the partnership? s that a particularly
going to all come out. and it would be | made every effort 10 appear candid | damaging disclosure?
much better to let 1t come out volun- | and contrite. Probably not. But what if, as Gover:
1arily and not have it forced out.’ But of the lesson 1s that such a sirat- | nor, Mr. Clinton appotnied a savings
Mr. Nixon had Little 1o hide about the | egy 15 good politics as well as good | and loan regulator he thought would be
Watergale burglary, but that did not| public relations, Mr. Chinton does not | sympathetic to Mr. McDougal? What if
cause him (o be candid. On March 22.| seem 10 have learmed it. On questions | Mrs. Clinton was paid for legal work
1973, with details of the break-in pour- | involving his personal conduct, Mr. | she did not perform? What if there are
ing out and the White House under fire. | Clinton s instinci has been (o circle the | tax discrepancies? What if Mr. Clinton,
he told his aides, ““1 want you to stone- | wagons. who earned only $35000 a year as
wall . During is election campaign, when | Governor, had secret funds stashed
Less than 17 months later, he was|he was questioned about reports of |away? Nothing that i1s known publicly
forced to resign, not because of the | marual infidelity, his draft record and | indicates that any of those situations 1s
burglary — no credible evidence was | his marijuana smoking, nis imual an- | the case.
ever produced that he knew about it in | swers were lawyerly at Dest and de-| But if the answer (o any of those or
advance — bul primarnly because of ! ceiving a1 worst On marijuana. for | similar questions s "“ves,” it might
the illegal steps he and his sialf took to| example when he was [irst asked diexpl-lm why Mr. Clinton wants to keep
cover it up. | had ever smoked 1t, he replied that he | the information under wraps.

:ublit !uda interview why he thought pOhtlcal
resident Clinion was being so close-

mouthed about his investment many consequences,
vears ago in the Whitewater Develop-

meni Corporatwon, a real esiale ven-
ture.

(1
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To Rest of Its Agenda

Focus From Land
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now, at least, they can point to some-
mehmmm.

Siaff wriler Ann Devroy, traveling
with Clinton in Moscow, contributed

to this report.
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Whitewater Hearings: A Risk

N INVESTIGATION of the Whitewater

affair by a special counsel without ties to

the Justice Department has now been au-
thorized, but some who want answers in a faster
and more public forum demand that a simulta-
neous investigation be undertaken by a select
committee of Congress. We don't agree. The
case involves complicate financial dealings
among individuals who were not, at the time,
federal officeholders. There is no conflict of
authority here among the three branches of
government. While Mr. Clinton’s political oppo-
nents may want to see all the charges and

other people who could be affected by competing
inquiries. The Fifth Amendment protects a wit-
ness from being compelled to testify against
himself. But if Congress wants information badly
enough, it can can compel self-incriminating tes-
timony by granting immunity, which forecloses
the use of that testimony at trial. It was exactly
such an agreement that led to the collapse of the
case against Oliver North and the reversal of the
conviction of his boss, John Poindexter,

In reviewing these cases, the U.S. Court of
Appeals here set a standard that will make it very

bl
countercharges hashed out on national television difficult to use congressional immunity and still
right now, there is no real need for legislative ~preserve a prosecutor’s case. The court ruled
hearings at this point. that all the witnesses who testify before a grand -

In fact, there is a strong argument that con- jury or at trial must be examined “line-by-line and :
gressional hearings might be counterproductive. item-by-item” to determine whether they used -
Legislators need only recall the history of the immunized testimony “to refresh their memories .
Iran-contra probe to see the pitfalls involved or otherwise focus their thoughts, organize their
when a case is handled in two forums at the same  testimony or alter their prior or contemporane- )
time. Problems arise because Congress and pros- ous statements” before giving téstimony in the
ecutors have different objectives and they often  criminal proceedings. People who watched con-
conflict. Committee hearings are designed to gressional hearings on television would find it
provide a public forum for the gathering of . 4o swear they had no such impact.
information, while prosecutors strive to accumu- The . S
late admissible evidence leading to a conviction. court has rightly made it difficult for
All this, it should be remembered, remains whol- COngress to circumvent the Fifth Amendment by
ly in the realm of the hypothetical because compelling testimony !.hrough immunity. If it
neither the president nor anyone else associated ~turns out that the Whitewater matter involves
with the White House has been accused of any criminal conduct, prosecutions could be jeopar-
crime. But if a special investigation is to take dized by aggressive congressional probers who
place, it is prudent to let it play out its course Wwant the whole story notwithstanding the risk to
without this particular conflict. This investiga- the criminal proceedings. For now, at least, the
tion, it is also wise to remember, does not investigation should be left in the hands of the
concern only the president but involves many independent special counsel.
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The Washington Tames

Probe of first lady expected
to write new chapters inlaw

an Nanctf. Roman
VeARma TON TIRES

The unprecedented investigation
of a first lady for possible civil or
crimunal wrongdoing in the White-
waterMadison ir unleashes a
host-of legal qu s and strate-
ﬁwmmmm

The lawyers interviewed by The
Washington Times also said the pow-
erful Rose Law Firm in Little Rock,
Ark., for which Hillary Rodham
Clinton worked, may be vulnerable
to lawsuits as the result of the de-
mise of Madison Guaranty Savings

with an assignment to scrutinize
their activines.
“My nose as a |egal professor

smells something suspicious in the
activities of the Rose firm Mr
Dershowizz said. “It is the kind of
elite insensitivity that Harvard and -
Yale and other elite law school stu-
dents should be parucularly sensi-
tive about”

Mrs. Clinton, a partmer asthe Rose

~ Law Firm, represented Madison be-
fore state banking regulators in the
1980s while her husband was gover-
nor of Arkansas.

see HILLARY, page A8

The lawyers who discussed with
The Times the first lady's potential
case noted several murky legal
areas: :

* Will executive privilege apply ©
Mrs. Clinton?

® Because Mrs. Clinton rep-
resented Mr. Clinton in the White-
water investment, is atorney-client
privilege applicable?

» Will marital privileges, such as
one that prevents one spouse l:‘un
testilying against another, apply?

| “Thereare a whole range of privi-

privilege would not apply to any of
the Whitewater dealings because
they occurred long before Mr. Clin-
ton assumed the presidency. But Mr.
Dershowitz said executive privilege
might apply to the allegations of a
Whitewater Madison cover-up.

Paul Rothsteun, a law professor at
Georgetown University. said execu-
tive privilege does not apply to per-

| sonal information but it does apply

to information that might include
military secrets, for example.

“But it is conceivable 0 use ex-
ecutive privilege by promoting an
illusion that there is a danger in re-
vealing secret things,” he said.

Invoking any of the special privi-
leges will make the investigation
more difficult, Mr. Rothstein said.

“But there will be available un-
privileged material and withesses
who will be able to provide a picture
of what happened.” he said. “The
public’s need to know will be satis-
fied, but it will take some time and
some »

Mr. Lefcourt said that as the case
progresses David Kendall, the Clin-
wns' personal attorney, may invoke
special privileges such as the
artorney-client privilege, which
would protect certain documents

and women — will be married
o important public officials, I want
them ™ look at the relationship be-
tween practicing law and being an
advocate.” he said.

So many powerful people are mar-
red to each other that potential ethi-
cal violations are bound to come up
more frequently, Mr Dershowiz

niency in this area.

“Unless you want 10 say the wife
of an important man can never apply
her trade, you've got t be lenient on
that,” he said. “You don't want to dis-
able professional wives from prac-
ticing their trade.”

As for the legal vulnerability of
the Rose Law Firm, Mr. Rothstein
said the lawyers there would have to
have known of the shaky financial
conditdons of Madison and then w
have actively helped the client cover
them up.

“I dont know if there was that
tind of involvement” he said. “But
his is a new, forefront area of the
W — 10 hold the lawyers and the
ccountants responsible of the
mduna of the managers of an

For example, the accounting firm
Emnst and Whinney spent $5 million
on a legal bartle before it agreed to a
$1.5 million settlement of the Fed-
eral Deposit Insurance Corp's $100-
million-plus lawsuit against it after |
the collapse of Franklin National |

In the case of the Rose Law Firm,
Mrs. Clinton and another pai
Richard N. Massey, represented
Mlﬂmhhc-uurquhmin
1985, using an audit by Frost & Co.
o show that it was solvent. Four
years later, the firm — in a case han-

9



| FRIDAY, JANUARY 14, 1994 «

The Washington Times

Why didn't Ck’u}tons deduct losses?

Ex Jerry Seper
o S TOR Tt §

Bill and Hillary Clinton rou-
tinely claim $1 and $2 deductions
for used wggderwear on their fed-
eral tax retfurns but never took a
legal tax deduction for the 568,900

the Clintons legally could have de-
clared capital losses of up to
$3.000 & year over 23 years if they
lost $68,900 on Whitewater.

The tax deduction would have
been limited to $3,000 a year and
would have been taken against the
couple’s ordinary ncome.

L T

mer_new!opmm Corp Begala, a senior presidential ad-
Federal investigators want o viser, who said the Clintons could
know wiy. have taken a deduction only in
Internal Revenue Service offi- 1992, when they sold their 14-year

see TAXES, page A8

From page Al
half-interest in Whitewater w one of
their partmers, James B. McDougal,
for $1,000.

Mr. Begala told the Wall Street
Journal last week that the Clintons
would have saved only $280 if they
claimed losses o cancel out the
$1,000 gain and “it wasnt worth it
because of the hassle facwor™

Other White House officials have
said no capital losses were declared
because documentation was 30 poor
that it was impossible for the Clin-
tons to prove their losses.

Even if the Clintons were “passive
shareholders” in Whitewater, as a
spokesman has said, they could have
legally claimed $3,000 annual deduc-
tions until the whole loss was written
%g.mmwmumm

imes.

But the Clintons did not claim

these deductions at a time when
Mrs. Clinton was routinely claiming
tax write-offs for donations of used
underwear, sweat shirts, tennis
shoes, socks. slippers, stockings,
mittens, bikin.s and “Clinton for
Governor” T-shurts.

Mr. and Mrs. Clinton were joint
parmers with Mr. McDougal and his
wife, Susan, in Whitewater, which
planned to build vacation homes on
42 lots on the White River in north-
ecastern Arkansas. The projcr.t

. failed. The parmership

.-Im\?'u =
| wam[‘ [+ % HEH
| Yigohey U i

L T

ak_i

appears to
have been structured to enable the
Clintons ta receive half the profits
with lirtle or no investment.

The Clintons said during the 1992
presidential campaign that they lost
$68.900 in the venture, but questions
have ansen about the validity of that
figure.

01 X

o

AT S L .

Mr. McDougal, the focus of a Jus-
tice Department investigation into
awdmwmdm
paign fraud involving Wm

has said he does not remember the
Clintons losing that much.

During an interview with The
Times in April 1992, he said he
thought the Clintons lost “signifi-
cantly less" than $58,900 in White-
water.

In a Jan. 7 interview with the As-
sociated Press, he said he recalled
the Clintons investing about $9,000
in the venture.

The New York Times reported in
March 1992 that the Clintons had
taken $5,133 in illegal tax deductions
on their 1984 returns for a White-
water loan that should have been de-
ducted for the corporation.

Mr. Clinton at that time twid re-
porters the couple lost $25,000 on
Whitewater.

James M. Lyons, a Denver lawyer
and longtume Clinton ally who was
called in by the campaign t write a
report in response to the Whitewater
disclosures, was the first to put the
Clintons' loss at $68.900. Mr. Lyons
pwmmmm
with the Denver-based
firm Patten, McCarthy & Associates.

the matter with the McDougals.
The Wall Street Journal reported
yesterday that Parten, McCarthy &
Associates in a March 1992 lerter to
the Clintons said that “due o the na-
ture of the engagements and incom-

plets or unavailable records,” the

firm could not vouch for the accu-

24, 1992, took no notice of the fact
that Whitewater had failed to (ile

tax refurns from 1985 to

capital losses.

They also said that if a taxpayer is
aware of the provision for the $3,000-
per-year deduction, he must claim
the deduction on his federul income
tax returns. Failure to do so because
of ignorance is not a violation of the
law.

Richard Morris, a former IRS
agent who works as a tax preparer,
said the capital loss deduction is a

as long as it is claimed within three
years of the year in which the loss
occurred.

Three ax law-
mmuhdmtbbemw
The Times there was “no logical rea-
son” why the legal deductions were
not taken if the losses occurred

“Sometumes a loss is a freebie in
exchange for other considerations,
such as regulatory help through a
government agency,’ one of the law-
yers sad.
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tis r? The partnership bought the land in 1978 for $203,000 change for $35,000 and a twin-engine Piper Seminole
The r
asa

h ewate;
Whitewater Development Corp.  with two loans — one acquired, without collateral, from airplane, which was valued at about $30,000. The trans-
28 W real estate partnership formedin a Little Rock bank and another using the land itself as action was not reported on the Clintons’ 1985 tax returns,
- 1978 by Bill and Hillary Clinton and cpllateral. It is not clear:from the
- James and Susan M Dougal. The ven

0
L%

records who paid the and it is not clear what happened to the plane.
€ ven-  $20,000 each year in combined principal and interest. The Clintons, who claim they lost as much as $68,900
ture was conceived to build vacation Mrs. Clinton borrowed $30,000 from a McDougal- inthe venture, sold their half-share in Whitewater to Mr.
acre property along the White  owned bank to pay for a model home in the development, McDougal for $1,000 in 1992, It is not clear how much, if
anything, the Clintons invested in Whitewater,

Twénty-four Whitewater lots were sold in 1985 in ex-
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Reno might seek :

|

R i

éiggigﬁi asgf g%;
two-for-one deal i zr;;‘ffi’i? it
onspeci/aicounsel T H T

ing
“This may be a stopgap that she Wednesday night she would honor
was urged o employ. It Gwdnn the president’s grudging request.
how the new law is worded." a Such questions are deemed pre-
JmuDepnrunm uﬂ‘tculmdm— mature until Miss Reno negotiates
terday, indicating that Miss Reno  the limits of the probe with her
| mqumuwmnrbcbmm choice for the sensitive post.
appointing a “public officer” Meanwhile, it is clear the White
that would eliminate hnmgwrlhe House is optmistic the public wall
names to investigate President Clin-  accept an outcome they expect to be
ton and first lady Hillary Rodham  favorable, implying that opposing
| Clinton. lawmakers and major newspapers
Aides to Miss Reno said she began  painted themselves into a corner by
contacting the “first tier” of candi-  advocating a special counsel.
dates Wednesday night and expects Senior presiden ul advi
0 name someone next week after s George 3:— -
check for possible conflicts of inter- wym%mmm.ndm
| est. Her decision is funal. Wall Street Journal, but other pa-
Questions sbounded yesterday persrecommending the step include
about whether the Whitewaterr The Washingmn Times, the New
Madison special counsel will have  York Times and USA Today.
power to seek criminal indictments Some staff advisers emphatically
if wrongdoing is found by the Clin- argued that the public does not care H
ons. or even W clear them with rel-  about the issues raised in rthe
evant documents, which are under  Whitewater-Madison controversy,
grand jury seal and Mr. Stephanopoulos cited
Rep. Jim Leach, the lowa Repub-  steadiness of polls despite the issue's
lican who was amongthe first tocall  dominance of the news.
for both commirtee action and a spe- Whitewater Madison has become

cial counsel, termed the quest “an  a catchall tag for apparent ethical
episode of embarrassment” that is  conflicts in the Clintons' links to

- posit Insurance Corp. said yesterday
that Mrs. Clinton's prior representa-
tion of Madison in a state regulatory
maner would not have been consid-
ered a conflict of interest if the
FDIChdbmuld about it.

a nine-page letter solici un.; i
!"Dll‘.‘bunnmthl
duud m.ooor.obrmm

1 million
Vmﬂn 'W. Foster Jr. lp-lhdwthc
Rose Law Firm's

number of t hﬂmmmm
mention that Madison had been one
of them.

Mr. Foster killed himseif July 20 -
when he was deputy White House =
counsel.

® ). Jennings Moss contmbuted to
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Federal investigators are probing
several angles in the tangled White-
water-Madison case.

® How much money was lost?

President Clinton and his wife,
Hillary, said they lost 565400 on the
Whitewater Development Corp., a
real estate venrure with James B.
and Susan McDougal, but they failed
to take legal tax deductions for capi-
tal losses that would have saved
them thousands of dollars. Mr.
McDougal was owner of the now-
defunct Madison Guaranty Savings
and Loan Association.

When Whitewater first surfaced
as a 1992 presidential campaign is-
sue, Mr. Clinton said the couple had
lost $25,000.

* Was there an illegal loan?

Dawid L. Hale, a former municipal
judge in Little Rock now under in:
dictment for misdirecting Small
5 : :

Mr. Clinton pressured him during a
face-to-face meeting in 1986 w give
a questionable $300,000 loan to Su-
san McDougal. Mr Clinton said he
did not recall the meeting.

* Was money diverted from fed-
eral funds to Whitewater or the Clin-
ton campaign?

Mr. McDougal used $110,000 of
the SBA loan to his wife to buy prop-
erty for the Whitewater project. It is
not clear if other money was di-
verted from Madison to Whitewater
or w Mr. Clinton's 1984 gubernato-
rial

Campaign.

o Were the Clintons more tham

shareholders™?

The Clintons described them-
selves as “passive shareholders” in
the Whitewater development, but
Mrs. Clinton wrote a letter to Mr.
McDougal in November 1988 de-

Madison
story dates
to 1982

and Loan As-
sociation, about 75 miles north of
Little Rock, Ark. in 1982 Within
three years, Madison's assets grew
L’:me.om»m than $17 mil-

Mr. McDougal, from his

of oL new base
r‘fﬂ"lmn-ubor '

ps that included Mr.
Clinton and his wie, Hillary. But the
thmliom-um!utlumh
& 1984 report already had noted
Madison's “unsafe and unsound

The Arkansas Securities Depart-
ment was asked to determine
whether the S&L should be closed.
anmm-wm.nm
mmmrmm.mnum
argued successfully before state
mm appointed by her hus-

What migh
have done wrong?

t Clintons

manding power of attorney for full
control of the venture.

band that Madison was solvent —
despite federal bank reports to the
contrary = at & time when Mr
MecDougal was her business parmer
in Whitewater. The payments were
made by Mr. McDougal in a deal ar-

McDougal to “knock out a deficit” of
$50.000 for a personal loan Mr. Clin-
ton took out to fund his campaign.

Mr. McDougal held a fund-raiser
for his business partner and retired
at least 535,000 of that debt. At least
one of the checks from the fund-
raiser used to pay off Mr. Clinton's
loan was signed by Kenneth Pes-
cock, who now denies ever donatung
money to the Clinton

® Where are the Whitewater

records?

Mrs. McDougal said she delivered
Whitewater records to the Arkansas
governor'’s mansion in December
1987, at Mrs. Clinton’s request. The
Clintons said the records were lost

Counsel Vincent W. Foster Jr.
shorty after he killed himself.
Now, the White House has turned
over at least five boxes of White
water records to invesugators under
terms of a subpoena worked out by
the Clintons' lawyer and the Justice
Department o keep them secret.

Tha Wisstwgeon Tirres

band that Madison should remain in
business. By 1989. the insutution
had a paper worth of $125 million.
Butml!uritﬁmllywur.lmby

and taxpayers got a $50
mﬂunbluhrmmnlﬁ'h
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Papers from Foster’s office draw
ia into Whitewater

missing m
"

The Whitewater-Madison contro-
versy, ignored by most of the media
unul recently, has become the hot-
test story around.

It's on the front pages of daily
newspapers, a staple on the nightly
network news shows, and the subject
of lengthy articles in this week's |s-
sues of Time and Newsweek.

But a month ago, a person would
have been hard pressed to find any
reports about the Whitewater Devel-
opment Corp., a failed Arkansas
land deal in which the Clintons in-
vested, or Madison Guaranry Sav-
ings and Loan Association, a failed
thrift owned by Whitewater parmer
James B. McDougal

Before last month. only The Wash-
ington Times and The Washington
Post had reported relularly on the

By Joyce Price
THE v S TOM Taat S

olution Trust Corp., the federal
that disposes of failed S&kLs,

As Time writer George Church
says this week in “Searching for the
Missing Pieces” the magazine's
four-page report: “The press and
television pasd almost no attention
untl recently and then largely be-

e

auund:nlopodmnuﬂlcntmu
to Whitewater had been removed

from the office of White House coun-
sel Vincent Foster after he commit-
ted suicide last July”

The Washington Times' Jerry
Seper broke the story Dec. 20 about
the removal of the Whitewater files
from Mr: Foster's office. Media scru-
riny of Whitewater and Madison has
since intensified.

“A story isnt really big until tele-
vision picks it up, and television dis-
covered this story arcund Christ-
mastime,” said Robert Lichter,
founder and co-director of the Cen-
ter for Media and Public Affairs.

He said most news organizations
ignored the story because “it's com-
plicated and esoteric and it didn“t

Like Time's Mr. Church, Mr. Lich-
ter said the report that files were
removed from Mr. Foster's office
was the catalyst for wide coverage of
Whitewater and Madison.

Tim Graham, the associate editor
of MediaWatch, a conservative me-
dia waichdog newslerter, said the

Clintons can thank the “Trooper-
gate” scandal for “gerting White-
walter on television.”

Mr. Graham dismissed argu-
ments that the controversys com-
plexity was a major reason the me-
dia ignored it. “Iran-Contra was
complicated, but that didn't stop any-
body” be saud.

Katherine McQuay, spokeswoman
for NBC-TV, said her network aired
reports on Whitewater and Madison
“going back o September . . . but no-
body was paying artention.”

But Mr. Graham said he has
tracked media coverage of White-
water and Madison and that NBC
“did its ficst story on Whitewater No-
vember 11. That was 12 days after
The Washington Post” reported the
RTC request for a probe of Madison.

It was also seven days after The

ham Clinton had sought power of at-
tormey over the venture. The Clin-
tons had said they were only passive
partners in the deal.
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By Wesley:Pruden...: )

The looming I;ayda
for Miss Hillary

There's enough grief in the Whitewater for both
of them. but Hillary Rudham is the Clinton wit: the
problem. 3 ;

She came to Washington as the role mudel for u

+ lot of ferminists, particularly in the media. who were

loaking for the good mommies they inuugnt they
never had. Republicans. eager as alwavs 1o soll cer
to have their bellies scratched by Demavrats, R
bered and gushed with an excess of gullantry at the
very suund of the nanny’s voice.

Actually. Mrs. Clinton 1s an old-fashioned kind of
woman. Siie learned early in her marriage  throw
her husbund’'s weight around with maximum eifec

, tiveness, like the wife of the boss who arrives at the

office or factory and demands that evervone stop
work 1o accommodute her whints und pouts

A lot of people kneav the type Soume of them live
in Lirtle Rock. Ark.. where the ine miess the Clin-
tons ai last find themselves in i recarded with con-
siderable deja vu. 1 That's the wuy we talk down
there.) The president himself may regard the fine
mess much in the way of the man in that well-
known example of domestic bliss. watching his
mother-in-law drive over the cliff in his new car.

Betsey \Wright. who as the governur's chief of
staff conducted what she calls “the himbo patrol”
and who mav know him as well as anv of his loval-
15ts. insists this view, propounded hv zeveral old Ar-
kansas hands in the “White House. as “fundamenial
sexism.” She calls i1t disloyal because it “makes Bill
Clintun louk like & wimp.”

Weli. yves. it Jues. But this is how, while Mrs. Clin-
tor wus back at the runch trvinag o arrange the
Whitew.zer files =0 rney fall with minimum Jamage
‘e they Zel into she hands of someune whu may |
Iry o G0l wut what aciually kappened. the pres-
ident ims<elf was tulking in Prague:

“Busicaily” he told NBC News. “the press has edi-
trienzed and pressured the poiiticians into saviny,
‘Heres u puy that, as far as we know hasn't done
anyThing wrong, nobody s ever socused im of do-
ing anvthing wrong. there’s no evidence that qes
done anvthing wrong, but we think the aresumplion
of guilt almost should be on mm. He shouid some-

. how prove his innocence. ”

Then. this to CBS News: [ can't recall anvthing
. like 1t in American history
where everyhadv savs,
“Well. theres no evidence
. this guy's June anvthing
WIUng. DUt we :mink he
should invite another in-
vestigation of Simself’ "
And. finally. this to
NBC: *You gut vour twu
questions, Jim.”
Jim Miklaszewsk of
NBC:"OK”™
“You had vour twn ques-
tions I'msurnv voure
not interested in the
truth.” With that. the pres-
ident took off his microphune and walked away. For
reasons of its own. NBC chose not to broadcast the
president’s tantrum. This is the kind of break that
few other politicians ever got. not even Teddy Ken-
nedy. and the kind that Mr Clinton may be seeing
the last of. The tantrum. by the way, looked a lot like
the tantrum he threw when Jerrv Brown tried 1o

© bring up Whitewater during the 92 campaign. He

accused Mr. Brown of “atiacking” the missus. (The
press went back to sieep until Jerry Seper of The

LW L aE abu ot
Gnile
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BTN T E 1= ner that in ass
teton there's alwavs o pavday somedav

We women seek the glory” savs Harrietr \Woods.
president of the National Women's Political Caucus.
kit we alse have to take the consequences when we
miuke mistakes. | don't know if she has made mis-
aaes. but if she has | hope she wuuld be equally
awsuuntable”

\nna Quindlen. among the most blindly devoted 3
i the media princesses. is rattled. too. "While look-
ing Jdown vour nuse may work with sexual innu-
en0. it does not adequately address conflict of in-
ierest.” she writes in the New York Times. “The
lintons have not controlled Whitewater Theyv have
inflated it with the gases uf temporizing. A big barny
lnoms.”

Mrs. Clinton earned the reputation in Little Ruck
as the Clinton who keeps her cool in the face ¥ en-
emy fire when the other Clinton panics. Now e
may see¢ how much. if at all. our young presiden:
has grown.
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PAUL CRAIG ROBERTS

at's the
charge?.”
asks White
House
Press Sec-
retary Dee
Dee Myers. By asking this question,
Miss Myers is inviting us to guess
what a special find
in the files of the Devel-
opment Corp., an Arkansas real estate
mmuam-d

the McDougals.
These files have had a cunous exis-
tence. They were first said to be

savings and loan irregularities in Lit-
tle Rock. They next turned up in the
safe of a white collar crime Lawyer at
Williams and Connolly, a noted crim-
inal defense firm. Today they are
being “catalogued.” and possibly
culled, before being turned over I the
Justice Deparunent under a negot-

fidenuality of the files.
The White House maintains that

merely
document a legitimate $69,000 busi-
ness loss that was never claimed on
tax returns. By stonewalling oo the
release of the files, the White House
built up demands for a special prose-
cuurn-mhnhunuwm

Whitewater and other McDougal
companies and listed the Clintons
among the possible beneficiaries.

is merely & political embarrassment
for the first couple, it could hardly be
worse than the disingenuous denuals
that are flowing from the White
House. “Where is the evidence?” asks
Clinton spokesman Stephanopoulos,
thus underiining the White House's
prolonged of it

fact, Vice President Gore claimed in
front of a national TV audience that
the Clintons could not take their

remainder.
mmumlmm

that in 1988 the Clintons
realized a $42,000 profit from an
investment in Arkansas Cellular
Communications. A lawyer familiar
with the deal says it was structured as
a capital gain. A couple that itemizes
deductions for used underwear is
mh!yuhw-nwm
non for capital losses.

It is a good thing for the Clintons,
as well as the country, that they
wmmhnﬂd
stopewalling.

they can mmd’m
tice, a federal crime. Numerous fed-
eral courts have ruled that proceed-
ings do not have o be pending for
obstruction of justice t occur if evi-
dence is concealed, altered or
-

Howard News Service, is a distin-
puished fellow a1 the Caso Instituge.

Prosecutor

—
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TONY SNOW

I8y L. 3

Gimmicks
that failed

he bluff dido't work. The

White House spent a week

besmirching Republicans

who wanted a special prose-
cutor to look into what has come to be
Inown as “Whitewatergate,” but pub-
lic pressure finally forced the presm-
dent to ask for one, amyway.

The question now is whether the
Clinton team will come clean or ry
manage the flow of information to
investigators. So far, it has employed
every trick in the book to foil inquisi-
tors, including the cheesy use of the
president's late mother, Virginia Kel-
ley, as a political buman shield. Al
Gore thumped the poor woman's cof-
fin four umes oo CBS's “Face the
Nabon" last week, hoping her beloved
memory would hold the curious at
bay.

These gimmicks haven't worked

)X

e

because the facts available to the pub-
lic raise the possibility that the pres-
ident and/or his friends bent the law
during his tenure as governor of
Arkansas. Here's a small incomplete
list of allegations.

olllegal gnrmty Just before

of Arkansas, Bill

ermment.
eViolation of attorney-client priv-

ilege: Vincent Foster Jr. solicited fed-

eral contracts t sue Madison Guar-

and papers ©
the Foster family lawyer, James
‘Hamilton, and records regarding the
Whitewater Development Corp. and |
other dealings to David Kendall, the |
Clinton family '

0 help rescue Mr. oo— lawyer. He pre-
Clinton from a o o _  vented investiga-
$50.000 personal Administration - tors tro ook
oan. e party e documents.
raised 535,000 stonewallingand  Tuese acts coud
Federal iwvess-  ngme-calling have b violsed sev:
gators suspect that eral federal
at least $12,000 of nm;gbnnada statutes, including
the donations were laws that require
siphoned from a political NUISANCE INtO  the preservation of
savings and loan paﬁmﬁa!d:sasm; White House docu~
I.l'w Clin anda hat is amazing. Mmu of |
gal. If so, the 1 7] rem
tons received t ) records relevant o
money taken from an ongoing crimd-
depositors of the nal
Madison Guaranty Savings and Loan The public deserves a full look at
— an institution that failed in 1989 st all the weird strands of
a cost  taxpayers of $47 million w  Madison, which means that Attorney
millico. General Japet Reno must
oConflicts of interest When fed-  the statute of limitations for all relat-
regulators were ed civil and criminal infractions.
that Madison Guaranty mend its ways  statute oo fraud and other civil viola-
or close its doors, McDougal con- tions expires in March.) The attorney
cocted a plan to sell preferred stock 0 general also needs © avoid placing
the public. He hired Hillary Rodham  undue restrictions on the prosecu-
Clinton as his lawyer in response 0 'Dr's iovestigation. Con-
Bill Clinton's personal request for gress will impanel
“help” committees, which will maie even
Mrs. Clintwon asked a securities the smallest Clinton peccadillo look
commissioner appointec by her hus-  like a crime against humanity.
band t approve a stock-sales ini stonewalling and
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M st Bibserating writers in

Amerwan jourmalism continnes

Ber b v bl miavindy by journal-
ists, fw woakingg bold sod accurate
Jour il

Adimitelly, lis vilifiers are the
Tromgehit wowns nnaslissts oof 1he social-climb-
gt viersly whose party-line prose
B v Ansewicin journalism dubi-
wnns be il of Anericans
Vet they continne 1o tut-til st David

Pk sl b utter dark threats. Mr.
Bawck is the psirnalist who revealed
Anita 1IN estimony for the salad of |
Falscehonds and cont ractinns that itis. |
T is o the journalist who broke
the story of the Clinlons' repeated
alvise ol poaver, their contineed lies o
the electorple and o the press, their
dissimulatnns regarding the suicide
of the highest lewl federal official .
since James Forrestal, and Bill Clin-
T sty riosis M DS repeort is”
abwan N soame sty it two fine
repwartiers ol i Lis Angseles Tiimes,
tinally pustrliched twe days aller € NN
mnd Mr Bk broke 8. Nonet
Wl bamagrh ymmnlhlu et lll"
Bk 0

I'I i o ammnzing specticle! One of

Attack of -
the media*
marauders

They are wasting their spit balls.
What mokes Mr. Brock a marvel
among journalists is that he does not
unwhuulhen think, and he does
1ot have to. Rather than work in one .
: bureaucracies of our

with flattering some highly politicized

and otherwise craven cditor, Mr.
Prock writes for small independent
Journals. He ix free o do what inws-
Hgative: journalists ame sapposed W

i, namicly, establish the truth of o,

s slory by corrolwrntion and wer-
Mication of the evidence ot hand.
lLaker, when mone cvidence is avail-

able, lristor s con aflicm joamalisas’ |

v sy, S

wocurncy, as they surcly will with My
Brock's work on Miss Ll and tiw
Clintons.

Why are the vilifiers of David
Nrock not hissing st CNN and the Los
Angeles Times? | suppose they think

that by reviling Mr. Rrock they will |

scare all other American journalists
nway from their patrons. They are
poing 1o fail. ‘The Clintons are singu-
larly corrupt. As the multiplying
headlines about and
the Madison bank bust make clear,
increasing numbera of inguisitive
journalists are unearthing vast finan-
cial and political corruption in their
wake. After Mr. Brock's boldnehs it is
uubu o In ever more difficult for

publishers i te dili-
Renl reporiers.

As for Mr. Brock's writing, it is
mlive with vivid detail and careful
analysis thal leaves his detrachors
howrking like niils or slmple proga-
prulists. TV connmentnior Paul ke =
valls David Hnck one of the years +
“hwers,” who “wrole that slimy mog-
azine articke that revived all thuse
ol chanzes alwat I Clintons puer
sonal behavior™ New York Times

enlwmnist Frank Rich says ol the
troopers’ Westinony rogarding Mr.
Chimton's serial sex, “IF troe, [the

"the story is trash” and innocently
uis.'\ﬂun-ltﬂ the women?™ You
know how many women eagerly step
forwand and admit W aduliery. You
kinmy laow Jinary™ it is to mai
halll & dhewnen n'lulll partners and to
mrrange yel nore one-night stands.
And are the changes of Mr. Clinton's
security detail “old stories™ Does
PPaul Duke know something about
these troopers thal sther Anwericans
do nol, or has the TV commeniator
again (ailed 0 read that which he
Jabbers about?

Achsmlly Mr. Brock's 11,000 wend

e i angued on a very lugh
intellectual plane. It is hased on
Prumspers bestimny: that had yvt o be
refitead by the Clintons (whia have
varelolly  aveided  denying e
whowpest o by oller Inepers - o
ol whemn besecsd b Clinbon asdviser
Plarsy Weaeht s amportumitivs o

dheprrae bt st szt o il kol Jdemy - -

e o charge that Mr Bowk wever
raised. M Brock never sad Presi-
dent Ulinton offercd this trooper »
o ~fur silence™ as the alfklovil sates,
but rather for information v the
other troopers. Mr. Brocks charge
remains unrefuted.

Mr. DBrock's piece begine by
describing past presidents’ sexual

ishehavior and the Jani polit-
ical coervion that always follows such
promiscuity, making it a serious
threal 1o the commonweal. Next he

possible .
ond ignoble — and detnils their

responsibilities and access 1o the Clin-
tons even alter the election. lis next
section profiles Mr. Clinton: a quick
study, hard -working, once-radical
nirw eager o please -~ all very inter-
esting and net all unflatiering. Next
Mr. Brock discusses lhe new morali-
1y that sank sther public ligures, some
shesierving, e mal - fow e,
Johin Thwer, Robert Packworsd amd
Gary Hart. Then Mr. Bk dewson:
strates b M Clinton s manipu-
Iated the media, for instance, his
deceits on “Sixty Minues™ Hhe llll:u

g

s ribes wbuses of power, and the
hewvy handed thrests of Clinton
B himan Buddy Young, the troop-
ers’ former boss, who claimed o Mr.
Pawck s 1o be in contact with the
White | louse and then was recorded
by AR conferring with While | louse
aide lruce Lindsey. Only then dnwe
et into y lestimony

the sex lives of the t‘!lumm. and
charges of llillary Clinton ordering
the destruction of records. 1t is a
charge that re-echoea through the
Whilewalergnte reports.

Does this sound like “tabloid fare™
1o yisu? Actually, it s prebably the
most devastating revelation of a sit-
ting jresident s past cormuptions ever
published. Journalisia and citizens
concerned by the cormuption of Amer-
ican life can thank David Brock for its
liberating effect. My fellow journal-
istx, continue your work. The bought
jowrnalists may soon be out of work.

RFN'M w.hhnﬂwndnq'
of The Americom Spechitor

.
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The Justice Department Isn't
expected o pick a special
counsel in the Whitewaler case
until at least next week.

But Inquiries are already be-
Ing made to several lawyers o
see I they might be Interested
in the high-profile job, Justice
oficials sald Thursday.

Auorney General Janet

least $47 million.

The matter is already being
Investigated by Justice
ment lawyer Donald \
a political appointee in the Nix-
on and Bush Justice Depart-
menis and now a Career meme

department.
Justice oficials declined to

retired Supreme court justice
Byron White and former
American Bar Association
presidents Talbot D'Alemberte
and John Curtin.

¥
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Says some of
her actions
were his idea
By Judy Keen
and Dennis
USA TODAY

FLIPPIN, Ark. = The man
who sold Whitewater lots says
he, not Hillary Rodham&lin-
ton, was responsible for her
role in two of several areas
likely to be part of a special
counsel's probe of the deal.

Chris Wade, who handled all
sales at the Whitewater Devel-

ment, which critics have used
10 undermine the claim of
President Clinton and Hillary
Clinton that their participation
in the investment was minimal.

Most of the 42 lots have been

visited the property.

"“They were really passive
investors,' he says. That
changed when he urged Hilla-
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10 try to spur sales. To build the
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(ATTN: National editors) (Includes optional trims)

Reno Starts Search for Special Counsel to Probe Whitewater (Washn)

By Ronald J. Ostrow and Ronald Brownstein= (c) 1994, Los Angeles Times=

WASHINGTON Attorney General Janet Reno Thursday launched what aides
described as a highly personal search for a special counsel to investigate the
role of President Clinton and his wife in the tangled Whitewater real estate
and banking affair, asking Justice Department colleagues about possible
candidates for the ijob.

While some officials want a counsel to be selected by the end of the week,
Justice Department sources cited the time-consuming inquiries that would have
to be conducted for any potential conflicts in a prospect’s legal practice.

‘‘You don’t want to pick the special counsel and then have the individual
forced to withdraw because you find out he represented savings and loans in
Arkansas,’’ one source said.

Among candidates said to be under ‘‘serious consideration’’ are Dan K.
Webb, a former Reagan administration U.S. attorney. Webb caught attention with
his dogged questioning of the ex-president in videotaped testimony during the
Iran-Contra investigation.

‘‘There’s also the retired judge category,’’ said a department official
familiar with the search. ‘‘But there’s concern about picking a person who can
really hit the ground running and a retired judge may not fit that.’’

‘‘They’1ll probably pick a white male Republican over the age of 55,
probably some retired judge,’’ said Victoria Toensing, a former deputy
assistant attorney general. ‘‘That seems to be the image of what they’re
looking for.’’

The Clintons invested in the Whitewater Development Corp., an Ozarks
mountain vacation resort, with a friend, James B. McDougal, and his wife,
Susan, in 1978.

McDougal owned Madison Guaranty Savings & Loan, an Arkansas thrift that
was seized by federal regulators in 1989 at a cost to taxpayers of at least
$47.6 million. The real estate deal went sour as well and the Clintons, by
their account, lost $68,900.

Critics have questioned whether the Clintons may have benefited improperly
from the relationship or whether the savings and loan was permitted to operate
longer than it should have because of friendship between the Clintons and
McDougal.

Justice Department officials insisted Thursday that Reno had no advance
knowledge that the White House would ask her to reverse her oft-stated
position and name a special counsel, saying that she learned of the decision
officially only 10 minutes before it was announced on television. Thus, she
had no list of prospects at hand, one official said.

In Moscow, White House Press Secretary Dee Dee Myers said early Thursday
that Clinton made the decision to seek a special counsel after conferring
Tuesday night with his wife, Hillary Rodham Clinton, and with senior aides in
Washington.

‘'The president slept on it overnight and decided to go forward,’’ Myers
said.

(Optional add end)

Lawyers interested in the job, including a former assistant attorney
general during the Ford administration, sent resumes to Justice Department
acquaintances with the expectation that they would be sent on to the attorney
general., Those who could, cited their Republican credentials on the theory
that Reno is unlikely to choose a Democrat.

One prominent Republican proposed the name of a well-known Florida
attorney to a department official. But the name was not passed on because the
individual was a longtime associate and a onetime employer of Reno.

While the search progressed, congressional Republicans Thursday continued



their calls for legislative investigations into the Whitewater affair. But
Democrats remained cautiously optimistic that they could maintain enough party
unity to quash those demands.
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Whitewater Flood Should Subside, but Damage Has Been Done (Washn)
By Susan Page= (c) 1994, Newsday=

WASHINGTON The daily flood of disclosure and attack from the Whitewater
case is expected to subside now with the administration’s decision to appoint
a special counsel, White House aides and others said Thursday, but it has left
behind stains on the ceiling and loose floorboards underfoot.

The controversy over the Clintons’ investment in an Arkansas real estate
deal has damaged President Clinton’s reputation for honesty among the public,
angered him again about news coverage of his administration, distracted his
top aides from other issues and done nothing to help his relations with
Congress, where top Democrats were noticeably silent while he was under fire.

Some analysts say the furor and the impression that the White House was
stonewalling had begun to threaten Clinton’s ability to focus on other issues,
including the soon-to-start debate in Congress over health care. That was the
factor that finally persuaded a reluctant president and first:lady to accede
to growing demands for an independent investigation, aides said.

‘‘We still don’t think that the evidence is there to require a special
counsel, (but) it appears that this could end up interfering with the
president’s agenda,’’ senior adviser George Stephanopoulos told reporters
Wednesday night. ‘‘We don’t want to let that happen, so we’ll go to the
special counsel.’’

‘‘If he had not moved when he had to accept an independent counsel, I
think this could have become a politically serious situation,’’ Democratic
pollster Geoffrey Garin said. ‘‘But I think he did it before it was too
late.’’

Whitewater already had distracted aides who are preparing the Jan. 25
State of the Union address and marred coverage of the president’s European
trip. Even Harold Ickes, newly on board as deputy chief of staff with the
assignment of shepherding health care through Congress, found himself heading
a damage-control team that spent hours strategizing about Whitewater.

‘‘We only have a finite number of days in office,’’ said political
strategist Paul Begala, a member of the damage-control team, said. ‘‘Every day
we talk about something besides fixing the economy, reforming health care,
fighting crime, reforming welfare, is a day we’ll never have back.’’

Of course, the decision to appoint a special counsel may end up giving the
Clintons a respite rather than a reprieve, depending on what the inquiry
covers and what it finds.

The letter from White House Counsel Bernard Nussbaum to Attorney General
Janet Reno asked for ‘‘an appropriate independent investigation of the
Whitewater matter.’’ But Reno, at a news conference afterward, said she would
appoint a counsel to ‘‘pursue all matters concerning the Madison Bank
investigation,’’ a failed Arkansas savings and loan with links to Whitewater
Development Corp., the real estate partnership.

And the history of independent counsels indicates that the inquiry is more
likely to broaden further than to narrow. It could look into the suicide in
July of deputy White House counsel Vincent Foster, who was handling Whitewater
matters for the Clintons; allegations by a former Arkansas judge who is
scheduled to go on trial for fraud in March; and the law practice of Hillary
Rodham Clinton and the Rose Law Firm.

For the moment, at least, the White House has managed to squelch one line
of media questions on the appearance of stonewalling and can decline to
discuss allegations by noting that a special counsel is at work. They also
have made it more difficult for Republicans to press the issue without seeming
partisan; Democratic congressional leaders, meanwhile, are blocking their
demands for Capitol Hill hearings.

(Optional add end)



Working on other issues may have been made a bit harder, however. While
Clinton’s job-approval ratings haven’t been affected, a CNN-USA Today Gallup
Poll conducted last week showed a decline in the number of Americans who said
he was honest and trustworthy. In November, the poll found Americans by 56
percent to 39 percent calling Clinton honest; now they are almost evenly split
on the question, at 49 percent to 46 percent.

Some analysts said questions about the integrity of Clinton and Hillary
Clinton could especially affect their ability to push for the health care
package that is expected to be the centerpiece of the White House legislative
agenda this year.

‘'You can only guess that there’s a kind of erosion of moral authority
that makes everything a little more difficult,’’ said Suzanne Garment, a
fellow at the American Enterprise Institute and author of ‘‘Scandal: The
Culture of Mistrust in American Politics.’’ ‘‘The health-care plan is very
technical, but it’s also being sold on moral grounds, that we as citizens have
a moral right to health care and there are providers insurance companies and
doctors and drug companies who are behaving immorally in taking more than
their fair share of this money. ...

‘‘It’s harder to make an argument like that if you’re under a cloud and
suspected of being a profiteer yourself,’’ she said.

Distributed by the Los Angeles Times-Washington Post News Service=
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(ndy) (ATTN: National editors)

Reno Sounding Out Candidates for Special Counsel (Washn)
By Martin Kasindorf= (c) 1994, Newsday=

WASHINGTON Aides to Attorney General Janet Reno Thursday began sounding
out potential candidates for special counsel in the investigation of President
Clinton’s involvement with an Arkansas real estate company and a failed
savings and loan.

Justice Department spokesman Carl Stern said ‘‘a handful’’ of individuals
were to be questioned on their availability for the politically sensitive job.

In searching for the ‘‘ruggedly independent’’ counsel she has said she
will insist upon, Reno was speedily acceding to a White House request
Wednesday to appoint someone to take over the investigation of the Whitewater
Development Co. and Madison Guaranty Savings and Loan from career Justice
Department prosecutors.

Asked about reports that Reno would name her choice in the middle of next
week, Stern said, ‘‘That would be consistent with her stated desire to get it
done as rapidly as possible.’’ She would make the appointment sooner if she
could, Stern said, but ‘‘if it’s a practicing lawyer, we would want to look at
past and present clients for potential conflicts of interest or ethical
problems.’’

The scope of the special counsel’s mandate has not been decided and will
be discussed first with the appointee, Stern said. Presumably, it would
include investigating whether the 1984 Clinton gubernatorial campaign or the
Whitewater vacation development, in which the Clintons were partners with
banker James McDougal, improperly received Madison Guaranty depositors’ funds.
It could also extend to possible connections with the July 20 suicide of White
House deputy counsel Vincent Foster, who handled Whitewater matters for the
Clintons as their personal lawyer.

Stern would not list those under consideration for the counsel’s job.
Among names publicly speculated about have been those of former Attorneys
General Griffin Bell and Benjamin Civiletti, three former United States
attorneys, former Supreme Court Associate Justice Byron White and Washington
lawyer Robert S. Bennett.

Distributed by the Los Angeles Times-Washington Post News Service=
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Clinton request for special counsel may lessen chance for congressional probe

By Michael Kranish

Boston Globe

WASHINGTON As Attorney General Janet Reno intensified her search
Wednesday for a special counsel in the Whitewater development case, there
were signs that President Clinton’s reluctant decision to authorize an
independent probe would preclude the possibility of a congressional one.

Clinton continued to be dogged by questions about the controversy as he
attended a summit in Moscow with Russian President Boris Yeltsin. In a
television interview aired Wednesday night, Clinton angrily unclipped his
microphone when he was asked about Whitewater, telling an NBC-TV reporter,
‘‘You had your two questions. I’'m sorry you’re not interested in the truth.’’

The Whitewater investigation focuses on the investment by the president
and his wife, Hillary Rodham Clinton, in an Arkansas real estate deal in which
they say they lost money. Questions have been raised about whether Hillary
Clinton had a conflict of interest in representing a savings and loan
controlled by a Whitewater partner, and whether then-Gov. Clinton received
favors from the partner.

At the White House, officials said they were confident that President
Clinton’s decision to ask for a special counsel would cool the immediate
controversy. Deputy press secretary Ginny Terzano said the inundation of
telephone calls about the matter had subsided. But a lawyer familiar with the
process said the probe could last at least six months, and possibly much
longer, meaning the story is likely to continue to dog the president.

At the very least, the president’s decision appeared to lessen
dramatically the possibility that Republicans would succeed in their effort
to create a special committee to investigate the matter. Senate Minority
Leader Robert Dole, R-Kan., called for such a panel Wednesday after being
rebuffed in his efforts to persuade the Banking Committee to hold a hearing.

But with the Senate controlled by Democrats by a 54-46 margin, and with
most Democrats apparently satisfied by the president’s agreement to appoint a
special counsel, it appeared Dole’s effort would not succeed.

‘'‘Who knows, there might be some Democrats who would go along with it,’’
said Dole’s spokeswoman, Kristin Hyde. But she said that so far, none had done
so.

Dole Wednesday released a list of proposed candidates for the position of
special counsel, including former Attorneys General Griffin Bell and Benjamin
Civiletti; former counsel to President Reagan A.B. Culvahouse; former U.S.
Attorneys Michael Baylson, Anton Valukas and Dan Webb; and Washington lawyer
Robert S. Bennett.

Speculation also included New York City attorney Robert Fisk, former
Supreme Court Justice Byron White and former American Bar Association
president Sandy D’Alemberte. A decision is likely next week, officials said.

Rep. Jim Leach, the Iowa Republican who has led the call for an
investigation of the Whitewater affair, said Wednesday that he would have
preferred that a congressional hearing be held.

‘‘The awkward aspect of a special counsel from a historical perspective is
that it probes possible criminal misdoings, and my sense here is what we have
is some conflict of interest and some remedies that might be applied in kind
of a civil dimension,’’ Leach said on CBS-TV.

Some administration officials, meanwhile, expressed concern that President
Clinton had been too vague in his letter to Reno seeking a special counsel.
The person appointed to that post might interpret that mandate as being so
broad that he or she could take months to examine anything remotely related to
Whitewater, the officials said. Some special counsels have written scathing
reports even if no indictments are forthcoming.

(Staff writer John W. Mashek contributed to this report.)

et e filed by:KR-F (--) on 01/13/94 at 20:27EST ***»*
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First lady’s involvement in Whitewater poses tricky political dilemmas
(HAS TRIMS)
By Angie Cannon
Knight-Ridder Newspapers
WASHINGTON President Clinton has a lot at stake in the Whitewater
controversy, but another high-profile Washington figure Hillary Rodham
Clinton also has much to lose.
At almost every turn, the first lady is centrally involved in the ruckus
and her entanglement poses tricky political dilemmas for both Democrats and
Republicans.

Republicans have tiptoed around criticizing the popular Hillary Clinton,
who has redefined the role of first ladies and who serves as
a model for millions of women.

‘'‘Whether Mrs. Clinton did or did not do anything wrong ... people would
be nuts to focus on Mrs. Clinton’s role. She is not the president,’’ said GOP
consultant Bill McInturff.

On the other hand, Democrats are worried that if Hillary Clinton is
embarrassed or distracted by the Whitewater mess, it could hurt the health
care reform effort she has championed.

‘‘She is in the middle of the problem, and she is in the middle of the
policy,’’ said GOP strategist Eddie Mahe. ‘‘She cannot separate herself. She
wants to make a statement on health care, and the first question someone will
ask is: '‘Did you do this or what about that?’’’

By some accounts, Hillary Clinton’s involvement in the controversy has
caused difficulties for those attempting to manage the crisis for the
president.

She reportedly resisted an independent investigation of the Clintons’
private business dealings, while some senior aides argued that it was a
political necessity. That dispute may have delayed the decision announced
Wednesday to seek a special counsel. The delay created the impression that the
administration was in disarray and maybe even stonewalling.

(EDITORS: NEXT 2 GRAFS OPTIONAL)

Clinton aide George Stephanopoulos insisted this week there was ‘‘general
reluctance throughout the White House’’ to seek the special counsel because it
‘'sets a bad precedent’’ and ‘‘has the potential to interfere with the
president’s agenda.’’

The Clintons have denied knowledge of any wrongdoing, with Hillary Clinton
saying last month she was ‘‘bewildered’’ that Whitewater ‘‘remains a topic of
inquiry.’’

(END OPTIONAL TRIM)

At the heart of the problem for the Clintons is a real estate partnership
with James and Susan McDougal in Whitewater Development Corp. James McDougal
also owned Madison Guaranty Savings and Loan, which failed in 1989.

A Justice Department investigation has been probing whether Madison
Guaranty improperly diverted money into Whitewater and into Bill Clinton’s
1984 gubernatorial re-election campaign.

The Federal Deposit Insurance Corp. also is investigating whether Hillary
Clinton’s former Little Rock law firm misled the agency about the firm’s
dealings with Madison Guaranty.

Among the questions that could be raised about Hillary Clinton’s role in
Whitewater-Madison affair:

Did it create the appearance of a conflict for Hillary Clinton to legally
represent a savings and loan before state regulators when her husband was
governor?

In 1985, then-Gov. Clinton stopped by Madison while jogging through Little
Rock and complained to McDougal about family finances, the Washington Post has
reported. The newspaper quoted McDougal as saying that he promptly awarded a
$2,000-a-month retainer to the Rose law firm, where Hillary Clinton was a



partner.

A few months later, Hillary Clinton represented the thrift before state
regulators, presenting a plan for selling preferred stock to raise capital.
State officials approved the plan but it was never carried out.

Was it a conflict for Hillary Clinton’s law firm to represent federal
regulators trying to recover money lost in the thrift’s collapse after the
firm previously had represented Madison Guaranty?

In 1989, the federal government shut down Madison Guaranty, and the FDIC
paid the Rose law firm $400,000 to sue the auditors of Madison Guaranty, which
earlier had been represented by Hillary Clinton and another lawyer.

‘‘There are different things that could pop up and create some real
issues,’’ said Lawrence Dubin, a law professor at the University of
Detroit-Mercy specializing in legal ethics. ‘‘A lawyer is supposed to
represent clients without conflicting interests unless there is appropriate
consent and disclosure.’’

Dubin said the first scenario representing a client before state
regulators when a relative is governor is more a political problem than an
ethical one.

The other issue representing both sides of the street, first Madison,
then government regulators could pose ethical difficulties.

‘'‘When Hillary Clinton was representing the thrift, she would have been
privy to information that a lawyer is obliged to keep confidential and not use
in any way adversely to that client’s interests,’’ Dubin said.

If a second client, such as the FDIC, uses some of that confidential
information to the detriment of the first client, then it could be an
‘‘ethical violation,’’ he said.

At the same time, if the FDIC wasn’t told of the law firm’s prior
representation of Madison Guaranty and the firm held back to protect the
thrift, that creates a conflict of interest, Dubin said.

(EDITORS: STORY CAN TRIM HERE)

Whatever the legal or ethical judgments, Hillary Clinton may end up
holding the hot potato.

Democratic strategist Bob Beckel said: ‘‘This is the first time you have a
first lady being dragged into something like this. You will have some
Democrats who will want to put all this on her. After all, he’ll be the one on
the ticket in ’96.7/'
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BRADLEY SAYS CLINTON RIGHT

IN AGREEING TO SPECIAL COUNSEL
By DAVID BAUMAN=

Gannett News Service=

WASHINGTON Sen. Bill Bradley, D-N.J., said Thursday the White House
‘‘took the right step’’ in calling for the appointment of a special counsel to
look into President Clinton’s financial dealings with the Whitewater
Development Corp.

But Bradley rejected the call by Senate Minority Leader Bob Dole, R-Kan.,
for a Senate investigation.

‘'We don’t need a special select committee,’’ Bradley said. ‘‘A special
prosecutor is the appropriate step to take.’’

Bradely said despite denials by Clinton and first lady Hillary Rodham
Clinton of any financial wrongdoing in the Whitewater case, the mounting
political pressure over the issue forced the White House to request the
appointment.

‘‘The Whitewater issue was building, and anytime an issue builds like
that, the easiest way to deal with it is get the facts out,’’ Bradley said.
‘'The president has done the right thing. It’s the best way for him to get
beyond all this.’’

Bradley was among a group of 10 Democratic senators who called last week
for a special council to investigate whether Clinton improperly benefited from
his business partnership with James McDougal, operator of both Whitewater and
the now-defunct Madison Guaranty Savings and Loan.

Bradley dismissed suggestions that pressure by Democratic senators for the
special prosecutor had embarrassed the president.

‘‘There are questions about Whitewater that the facts can answer,’’
Bradley argued. ‘‘Another issue at stake here is the trust between the people
and government, which is enormously important.’’

Speaking to reporters in his Capitol Hill office, Bradley outlined his
legislative priorities for 1994, which include health care reform, cutting
federal spending, and helping advance a national policy debate on violence.

Bradley called ‘'‘enormously important’’ President Clinton’s proposed
sweeping changes to the country’s health-care system to guarantee coverage to
every American.

He predicted Congress would pass some form of health-care reform before
the November elections, but acknowledged that most lawmakers, himself
included, consider the president’s proposal a working draft.

‘'At the moment I don’t support any specific approach,’’ said Bradley. He
added that ultimately ‘‘Congress will adopt a hybrid’’ between the Clinton
plan that seeks to keep health costs down through
a series of cost controls and alternative proposals such as the single-payer,
Canadian style health-care system.

Major issues in the health delivery system that Bradley said must be
resolved are the administration of state-run health insurance alliances where
most consumers would buy coverage, mandates upon businesses, and a patient’s
right to choose their own doctor.

‘'‘This will be an enormously complicated debate,’’ he predicted.

Another top-shelf issue for the senator is cutting federal spending.

Bradley, who voted to cut spending more often than any other Democratic
senator last year, said he intends to introduce ‘‘a budget reform bill that
will make it easier for us to cut spending.’’

He noted that although spending cuts are approved, the money saved, rather
than being removed from the budget, is returned to the appropriations
committees to be earmarked for some other project.

On the issue of violence, Bradley said that he wanted to ‘‘help frame the
issue more broadly in terms of what it means for society and what we all will
have to do to solve this problem.’’

The senator said he would be giving ‘‘major speeches’’ on violence before



this summer, and planned to hold congressional hearings that would explore
ways to deal with the problem.
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WHITEWATER: A FISHING
EXPEDITION IN THE MAKING
Eds: Another Voice column; for spot or weekend use

By DeWAYNE WICKHAM=

Gannett News Service=

WASHINGTON There’s something madly insane about this.

Pressured by a pack of political wolves and journalists who themselves
would never peacefully submit to such an outrage President Clinton has
agreed to the naming of a special counsel to investigate whether there is any
reason he should be investigated at all.

This great fishing expedition has come about because 15 years ago the
president and his wife became investors in a land deal with James McDougal, a
man who later bought a savings and loan, which over time loaned money to
Clinton and his wife.

Eventually, the land deal went sour; the savings and loan bellied up and
was taken over by federal regulators; and McDougal was tried and acquitted of
bank fraud. End of story, right?

Wrong.

The Clintons’ dealings with the Whitewater Development Corporation and
McDougal’s savings and loan were dredged up during the 1992 presidential
campaign, but nothing came of it. No accusations of criminal wrongdoing. No
investigation by the then Republican-led Justice Department. No indictments.
Nothing.

End of story, right?

Wrong.

When Vincent Foster Jr., the deputy White House counsel, committed suicide
last July, FBI investigators discovered months later that a file he’d
maintained on the Clintons’ involvement in the Whitewater project had been
removed from his office. News of this action loosed howls of protests from
Republicans on Capitol Hill who demanded that a special counsel be named to
figure out why this happened and to investigate the Clintons’ involvement
with McDougal and Whitewater.

Why? What evidence does anyone have that a crime has been committed by the
president or his wife? So far, none. But then that’s why the president’s
political enemies want a special counsel, to troll through his private papers
in search of something anything even mildly incriminating that would justify
this witch hunt.

Recently, several Democrats joined the call for the appointment of
a special counsel. By doing so, it was said, they de-politicized this issue.

So, end of story, right?

Wrong.

Moments after it was announced that Clinton capitulated under the weight
of this pressure from members of his own party and asked the Attorney General
to name a special counsel, Bob Dole, the Senate Republican leader, went before
television cameras to complain that this was not enough. Now, he wants
Congress to get into the act and launch its own investigation to determine if
the president did anything that could possibly justify any of this.

Politically, I don’t like Bill Clinton. In his first year of office, the
president has shown little loyalty to the causes he’s embraced or the people
he befriends.

But personally, I chafe at what he is being made to suffer not because
there is a shred of evidence of wrongdoing by him, but mostly because he looms
as Washington’s biggest target of political opportunity.

Republicans pressed for a special counsel in retaliation for what their
party and presidents were put through during the Iran-contra investigations
which, should you need reminding, resulted from specific allegations of
criminal misdeeds by people in the White House.

And the faint-of-heart Democrats who joined Republicans in calling for the
appointment of a special counsel surrendered to the political mob, not good



sense.

In the past, the job of the special counsel has been to investigate
charges of wrongdoing. Now, in the case of Bill Clinton, it is actually to go
looking for them.

Unfair? You bet it is.

Such an investigation has to begin with the presumption of guilt because
no charges of wrongdoing have been levied against the president. Otherwise,
why would this investigation be necessary?

To clear his name? Of what?

Dole and others say the public has a right to know what’s in the personal
files the Clintons kept of their involvement in the Whitewater case.

They’re wrong.

The voyeur in us begs for a peek at these records, but the rational
thinker in us must demand an end to this witch hunt.
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FIRST LADY HAS WORK CUT
OUT IN WHITEWATER SNAFU

By ANDREA STONE=

USA TODAY=

Mary Todd Lincoln’s loyalty was questioned because of her Confederate
kinfolk.

Nancy Reagan was denounced for her expensive taste in china and gowns.

But those were minor embarrassments compared to the potential damage
Hillary Rodham Clinton’s role in Whitewater poses to her husband’s presidency
and to his goal of reforming the nation’s health-care system.

The Clintons say they’ve done nothing wrong. Still, this week President
Clinton reluctantly bowed to pressure and asked for a special counsel to
investigate.

Regardless of the outcome, Whitewater raises unprecedented questions about
a first lady who, unlike her more traditional predecessors, has been both
breadwinner and policy advisor to her husband:

Critics say Hillary Clinton, shaper and shepherd of the White House’s
health care reform package, should be held to the same standards as other
senior policy advisors a potentially impossible standard to apply to the
president’s wife.

Others argue that as the nation’s first lady, Hillary Clinton is entitled
to the same deference afforded to first ladies of years past.

‘‘We’re ... into uncharted territory,’’ says University of Texas historian
Lewis Gould. ‘‘There is no precedent.’’

Republicans already know that. Early criticism of Hillary Clinton viewed
as insensitive, personal attacks on the president’s wife backfired. This time
the GOP, though hungry for details, is treading carefully around her.

Although the problems confronting the Clintons are new, there are plenty
of examples of women whose political careers were threatened by revelations
about their husbands.

Geraldine Ferraro’s historic 1984 race for vice president was sullied by
reports linking husband John Zaccaro to organized crime. More recently, Sen.
Diane Feinstein, D-Calif., was dogged by questions on her husband’s finances.

It’s ‘‘a whole new world,’’ says University of Southern California
political scientist Larry Berg. ‘‘The conventional way of looking at a spouse
is no longer valid.’’

Says Harriett Woods, president of the National Women’s Political Caucus:
Whitewater makes ‘‘clear that she is her own person and that she as a
professional must be resposnible for her own actions.

‘'I don’t think at this point she becomes the president’s wife who can’t
be questioned.’’

Hillary Clinton isn’t the first to try to reshape the role of first lady
by custom the nation’s model wife.

Eleanor Roosevelt wrote a newspaper column. Betty Ford lobbied for the
Equal Rights Amendment. Rosalynn Carter attended cabinet meetings. Yet, each
maintained distinct identities from their husbands.

If Roosevelt caught flak for her strong views, says Stephen Hess of the
Brookings Institute, it was understood ‘‘they were uniquely her opinions.’’

That fine line is blurred at best with the Clintons. He ran on a ‘‘two for
one’’ platform, promising to use her expertise as a top lawyer to mold policy.
Hillary’s county-by-county sales job on education reform in Arkansas was
pointed to as a model during the campaign.

‘‘The difference here is the degree to which (she) is really a
co-political partner,’’ says Hess. ‘‘Right from the very beginning ...
there’s been no doubt that she is an official person in her own right.’’

Though she put aside her career when she moved to Washington, Hillary
Clinton worked full-time as a private lawyer in Little Rock. Her six-figure
income was the main family support while Clinton earned $35,000-a-year as
governor.



Her work then as a lawyer for the failed Madison S&L and possible
conflicts of interest as governor’s wife and lobbyist now are key questions
in the investigation.

New York Times columnist William Safire Thursday accused Hillary Clinton
of wanting to hide Whitewater documents ‘‘because they may show her to be not
merely an inept wheeler dealer, but an occasionally less than competent
attorney.’’

In addition, Whitewater may prove hurtful to the Clintons health plan.

Says former congressman and GOP commentator Vin Weber: ‘‘If she’s weakened
by Whitewater, that shifts substantially the center of gravity in that debate
and makes it much less likely the Clinton administration will hold on to their
proposals.’’

Until now, ‘‘Hillary Clinton has gotten almost a free ride,’’ says
Republican consultant David Keene, noting the fawning reception she received
on Capitol Hill. ‘‘If she goes up there again, the bloom is off the rose.’’

At best, critics say media questions about Whitewater will divert her
attention and energies away from health reform. At worst, she could be found
guilty of ethics or criminal violations.

Then, ‘‘She clearly can’t continue to serve in a policy-forming role,’’
says Weber. '‘On the other hand, do we insist the president remove her? And
what does that do to the president’s state of mind? I don’t think there is a
good answer.’’

* ok k filed by:GN-F(--) on 01/13/94 at 20:07EST ***x
**** printed by:WHPR(PMEY) on 01/14/94 at 09:14EST **x*x



. HL
v661 ‘91 ANVANVI 'AVANNS STWIL HY0A MEN 3

The Whitewater Case:
Finding the Connections

On Wednesday, President Clinton
asked Attorney General Janet Reno to
appoint a special counsel to review his
role as an investor in Whitewater
Development Company, an Arkansas
real estate develop company, and
Whitewater's links to a failed savings
and loan, Madison Guaranty.

Mr. Clinton has maintained that he
and his wife did nothing except lose
almaost $70,000 in a real estate
venture, nothing that is known
publicly about the investment
indicates that the Clintons or anyone
else in the Adminis-tration did
anything illegal.

These are the people and institutions
who figure prominently in the inquiry
and their connections to one another.

Direct and indirect connections are
shown. For exgmple, Mr. McDougal
owned both Madison institutions while
Mrs. Clinton did legal work for
Madison Guaranty.

" CLINTON'S CAMPAIGNS
FOR GOVERNOR

Bill Clinton James B
McDougal

Hillary

Rodham .
Clinton

‘Vincent W,
_Fostar r.

ARKANSAS STATE
GOVERNMENT

Bil| Clinten Beverly
Bassetl
Schatfer

LN



The Players

Governor of Arkansas from 1979 Lo 1981
and from 1983 to 1992, when he resigned
alter being elecled President.

Major shareholder In Whitewater
Development Company [rom 1978 to 1992, an
investment that represented the largest of
his lile. Maintained close personal, political
and business relationships with James B.

Mec Dougal, the owner of the two banks, for
about 20 years. Alter Mr, McDougal suffered
financial setbacks in 1986, the two men
drifted apart; their last known conversation
took place in 1990

Appointed the state regulators who
oversaw Mr. McDougal's savings and loan

A pariner in the Rose law firm, which she
Joined in 1977 and left in 1992,

Major shareholder in Whitewater
Development Company from 1979 to 1992,

Borrowed $30,000 from Madison Bank and
Trust as part of Whitewaler's land dealings.
Represented Madison Guaranty when it
sought approval from slale regulators for a
plan to raise capital by issuing preferred
stock.

Childhood Iriend of Mr. Clinion. Appoinied
deputy White House Counsel by Mr. Clinton.
was a law partner of Mrs. Clinton at the
Rose law lirm. He committed suicide in July.

In 1992, Mr. Foster was the Clintons”
lawyer when they sold their share of
Whitewater back to Mr. McDougal. A
Whitewater file was taken from his office
after his death, a fact that was not publicly
disclosed until December.

Belore joining the Administration, he
represenied Madison Bank and Trust.
Federal regulators also frequently hired
Mr. Foster and the Rose law firm to
represent the Government in cleaning up
failed Arkansas savings and loan

assoclations in the 1980's.

Was Indicted for bank fraud In 1989 and

A Justice Department Inquiry Is reviewing  2cauitted in 1990,

the circumstantes surrounding Mr. Foster's
death, Including the removal of the
Whitewater file.

A former muncipal judge and owner of
Capital-Management Services Inc., which
recelved Federal assistance for lending to
disadvantaged entrepreneurs. Records show
that in 1986, he made several loans to
borrowers with ties to the Democratic
Party, and Mr. Hale is under indictment on
charges Involving transactions that he says
grew out of the earlier loans.

His company lent $300,000 to Susan
McDougal in 1986. Some of this money was
eventually used In a land purchase by
Whitewaler. Mr. Hale says he only made the
loan because Mr. Clinton and Mr. McDougal
asked him to do so; Mr. Clinton and Mr.
McDougal have denied that.

WEBSTER L HUBRELL

A law partner of Mrs. Clinton and Mr.
Foster, and thelr partner In a business
venture, now defunct . Mr. Clinton named
him Associate Attorney General.

Mr. Hubbell’s father-in-law, Seth Ward,
borrowed hundreds of thousands of dollars
from Madison Guaranty, and, according to
court records, falled to repay more than
$500,000.

JAMES 8. MCDOUGAL
Arkansas businessman, a [riend, political

associate and business partner of the
Clintons for many years.

President of Whitewater Development
Company. Whilewaler maintained a
checking account at Madison Guaranty, Mr.
McDougal’s savings and loan, and was
permitted overdrafis

Owned Madison Bank and Trust and

Madison Guaranty, a savings and loan. Both
were criticized by regulators, and In 1986
Mr. McDougal was removed {rom control of
Madison Guaranty by Federal regulators.

MCDOUGAL
Former wife of James McDougal.

Officer of Whitewater Development
Company. In 1986, réceived a loan from a
company backed by the Small Business
Administration, of money meant to help
struggling entrepreneurs. Some of this

money was used by Whitewater in its land
deals.

Ran marketing company in 1980's that
earned all of its Income from her husband’s
savings and loan.

BEVERLY BASSETT SCHAFFER

A lawyer; appointed Arkansas’ chief
savings and loan and securitles regulator by
Mr. Clinton.

Briefly represented Madison Guaranty
before becoming a state regulator.

Although as a lawyer she had wrilten a
memorandum saying Madison Guaranty
had engaged in “willful” violation of Federal
laws, she took no action against the savings
and loan for 18 months. She concurred when
Federal regulators removed Mr. McDougal
from control in 1986. Ethics experts say
slate ethics guldelines suggest she should
have recused herself from any decisions
concerning Madision, but Mrs. Schaffler
denles giving the organization preferential
treatment.

The Institutions

ARKANSAS STATE GOVERMNMENT

Several people linked to Whitewater or the
McDougals were elected or appointed
officials in Arkansas.

CLINTON CAMPAIGNS FOR GOVERNOR

In 1985, Mr. McDougal raised money to
help retire a Clinton campaign deht.
Investigators now stspect that money was
improperly diverted from Madison
Guaranty.

MADISON GUARANTY,
MADISON BANK AND TRuST

A savings and loan and a bank, both owned
by Mr. McDougal.

Madison Guaranty's assets rose from $3
million in 1882, when Mr. McDougal bought
it, to more than $120 million in 1985, It
invested in real estate developments in
Arkansas and Canada that uitimately falled,
and courted politiclans and held political
fundraising events,

Federal examiners criticized the savings
and loan in 1984 for “unsafe and unsound
lending practices” and numerous violations;
the next examination, in 1986, found 50 many
possible violations that Mr. McDougal was
removed from control.

The Justice Department is investigating
whether Madison Guaranty improperly
funneled money into Whitewater or into Mr.
Clinton’s 1984 campaign for governor.

ROSE LAW FIRM

A prestigious Arkansas law firm at which
Mrs. Clinton, Mr. Foster and Mr. Hubbell
were pariners. Il represented Madison
Guaranty, as well as Federal regulators

irying to clean up falled savings and loans
that Included Madison Guaranty.

Federal bank regulators are reviewing
whether the firm misled them about its past
dealings with Madison Guaranty.

WHITEWATER DEVELOPMENT COMPANY

A real estate development company
Incorporated by the Clintons and the
McDougals in 1979,

The four partners borrowed more than
$200,000 to buy 230 acres in the Ozarks,
hoping to re-sell the land for retirement
homes, bul the venture was not successful.

A 1892 report supervised by a Denver
lawyer says the Clintons lost $68,800 on the
deal, mostly resulting from loan payments
they made, and the McDougals lost $92,000.
Mr. McDougal clalms this report vasily
overstates the Clintons' losses.

STEPHEN ENGELBERG AND JEFF GERTH J
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White House Memo

All Admit,
Whitewater
Overtook
Handlers

By GWEN IFILL
Special to The New York Times

WASHINGTON, Jan. 15 — Even by
its own accounting, the White House
handling of questions about President
Clinton's Arkansas real estate dealings
has been a near fiasco.

For now, Clinton aides say they have
stemmed the flood of publicity about
the role of Bill and Hillary Rodham
Clinton in the Whitewater Develop-
ment Company, a real estate invest-
ment company they formed with the
owner of a failed Arkansas savings and
loan. But first the aides had to per-
suade the Clintons, and their legal ad-
visers — as well as themselves — that
the only way out was to go along with
the rising cry for an independent inves-
tigation into the matter.

That took some time, and before the
drama played out, it featured bouts of
Presidential temper, battles with Con-
gress and, finally, abrupt capitulation.

All along, the issue was complicated
by the involvement of Mrs. Clinton,
who as a Little Rock lawyer had repre-
sented Madison Guaranty Savings and
Loan, the failed institution owned by
James B. McDougal, the Clinton's part-
ner in Whitewater.

'Political Reality’

AS a matier of principle and legality,
the Clintons had insisted that their pri-
vate financial dealings before Mr. Clin-
ton assumed the Presidency were not
the public's business.

But some of the President's political
advisers watched with dread this week
as news reports about Whitewater fol-
lowed him abroad, threatening to
drown out the themes of international
stability and strength they had worked
so carefully to project during his 10-
day trip to Europe and Russia,

Asone White House official said: At
some point, the principle of the issue
got caught up in the political reality. So
we called the President and talked
about how he saw it."

By announcing the decision to have
the Attorney General appoint a special
counsel, aides believe the White House
— at least for the moment — short-
circuited the debate and perhaps cut
off the controversy before it began to
drag Mr. Clinton down in opinion polls.

“Every innocent little slip or lack of
complete information was pounced
on,"” moaned one White House official.
“And when you get to that point, you
have to face reality, look for a circuit
breaker."

= Hillary Clinton’s Roie

Mrs. Clinton, who left Washingion 1o
Join her husband in Moscow on Thurs-
day — the day after the White House
announced the decision to seek a Spe-
cial counsel — represented her fam-
ily's interest in determining what the
circuit breaker would be, aides said.

But when Mrs. Clinton is involved in
any issue, most White House officials
stand clear. While they acknowledged
that her chief of staff, Margaret Wil-
Kams, sat in on damage-control meet-
ings on the Whitewater affair, Mr. Clin-
ton's aides were loath to discuss his
wife's role in the discussions.
* Aides who traveled with the Presi-
dent on Air Force One this week said
Mr. Clinton discussed the Whitewater
situation with his wife by telephone, but
they refused to provide any details,

While the two were ultimately con-
vinced that they had to appoint a spe-
cial counsel, everyone else at the White
House thaught it was bad idea. The
President despised the idea of appoint-
ing someone to investigate behavior
that not even his worst enemies would
claim as criminal, aides said. Mrs.
Clinton resisted the idea for similar
reasons, and Bernard W. Nussbaum,
the White House counsel, supported
their contention.

But aides who had studied President
Jimmy Carter's handling of a Federal
Investigation into his family's peanut
business concluded that a special coun- |
sel was the best tactic for putting the
affair to rest. The Carter inquiry,
which took seven months, found “no |
evidence whatsoever' that bank loans |
were diverted Lo Mr. Carter's 1976
Presidential campaign.

The stubborn and unpleasant White-
walter venture has plagued the Clintons
for nearly two vears. Questions about
their investment in what was to have
been a 200-acre retirement mmmun|1y|
/in the Ozarks first arose during the
1992 Presidential campaign, dogged
.them for a short while and then faded.
New gquestions arose late last yenrJ

. when it was disclosed, months after the
‘fact, that White House officials had|

removed Whitewater files from the of. |
fices of Vincent W. Foster Ir, the
White House deputy counsel and for-
mer law partner of Mrs. Clinton, short-
ly after he killed himself in July.

White House officials began to real-
ize they had lost their Brip over the
latest twists practically at the stroke of |
the New Year.

George Stephanopoulas, the Presi.
dent's senior adviser, returned to
Washingion fresh from a ski holiday
dnd declared on (elevision that al] of |
the pertinent papers in the matter had

turned over to the Justice Depart-
ment, which was investigating Madi-
son Guaranty and its dealings with
. Whitewater.

But Mr. Stephanopoulos’s remarks
were premature at best and mislead-
ing at worst; no papers had been deliv-
ered. Dee Dee Myers, the White House
press secretary, spent the bulk of her
first news briefing of the New Year
correcting Mr. Stephanopopulos's mis-
impression. Mark D. Gearan, the com-
munications director, later devoted
€ven more time to explaining why the
White House had failed to note that the
papers were being turned over 1o the
Justice Department just in time to
avoid a subpoena.

Still later, it emerged that the Clin-
tons had taken steps to make sure that

the information would be subpoenaed, '

and thus shielded from the public and
the news media.
Fears of Paralysis

When Mr. Clinton's mother died un-
expectedly just before his European
trip, and the President traveled to Ar-
kansas for the funeral, White House
aides expected that the Whitewater
drumbeat would stop. They were

W .

rg:ge the White House had begun to
dissemble on the details of the White-
water deal, Republicans immediately
raised questions. White House efforts
to label the attack as a partisan assault

were undercut when important Demo-
crats, along with leading newspaper
editorials, joined the call for an inde-
pendent investigation. )

For the Whiles?-louse, the major con-
cern was that the issue would paralyze
its staff first, then preoccupy members
of Congress and move on to distract the
President and the electorate from the
important issues Mr. Clinton hoped to
focus on, pnwididng ll..L;_wersu_l teleallh
care coverage and curbing crime.

1 mean.s[ guess the media’s been
obsessed with this,”" Mr. Clinton said
last week in an interview on ABC
News' “Nightline,” “But it never
Icmes my mind."”

THE NEW YORK TIMES, SUNDAY, JANUARY 16, 1994

It all boiled over in Europe. as was
evidenced by Mr. Clinton himself, when
he snatched off his microphone and
stalked out of an interview with Jim
Miklaszewski, an NBC reporter, who
had asked him two Whitewater ques-
tions in a row. 24

Asked about the encounter, the next
day in another television interview, Mr.
Clinton said he had been misled about
the topic of the interview and said he
was tired as well as preoccupied with
the tasks at hand.

“There's no point in Boing into it
now.," he added. ““I don't have to lalk
rabnul'. it any more.,”



Time Magazine: Whitewater yields more problems for Clinton

NEW YORK (UPI) Desplte President Clinton's claims, losses from a real
estate deal involved in the Whitewater investigation may have been
exaggerated, Time Magazine reported Sunday.

The magazine's issue to be distributed Monday reported that Arkansas
records show there was a profit of $47,000 made in the real estate deal
Clinton says cost him nearly all of the $69,000 he and Hillary Clinton
invested.

Time says that because the sale was made from one partnership inveolving
the Clintons to another partnership they formed, the profit may have been
entirely on paper. The Sept. 30, 1979, sale, however, generated profits which
the magazine said should have been subject to federal capital gains taxes and
should have been reported on Clinton's tax returns.

No such profit is reported on returns filed from 1980 through 1987, the
newsweekly says, although 1979 returns were not available.

Time claims other new developments suggest ethical problems in how Clinton
conducted himself concerning his dual role as governor and investor in the
real estate industry.

When Clinton's Whitewater Development Corp. partner needed the approval of
a state board to overcome a rival's objections and open a Salinas County
branch, Clinton filled a temporary vacancy on the board with his own
appointment ~~to specifically hear'' the case.

Clinton's appointee, and the board, voted for Clinton's partner. Time said
some lawyers interviewed for the story said it was unethical for Clinton to
put his appointment in for the decision affecting his business partner.

Attorney General Janet Reno said she will name a special prosecutor to
investigate the Clintons' Arkansas real estate deals. Questions that have been
raised include whether any money was channeled illegally to Clinton's
presidential campaign.

Using values estimated by Arkansas stamp taxes on real estate deeds, Time
reports odd escalations in value of property the Clintons bnught and sold.
Some property was sold by Clinton partnerships to other companies in which the
Clintons also were partners.

Such maneuvers are not illegal, but Time questions what it called
**quick'' upswings in value between the transactions.

Time says a local bank president involved in the deals gave ““a not fully
satlsfylng" explanation, that the properties were more desireable than others
in the area and included riverfront parcels.

Vice President Al Gore, on ABC's ~“This Week with David Brinkley''
program, stoutly defended Clintan Sunday in the Whitewater matter, saying the
president's reaction has been, ~"A normal reflex of outrage when you've done
absolutely nothing wrong and somebody kind of vaguely accuses you of doing
something wrong.''

**I think that's kind of a normal human tralt ' Gore said. ""A special
counsel is going to be appointed,'' Gore said. All of the information has
been turned over, so let it run its course.''

e dede ko filed by:UPI-(us) on 01/16/94 at 18:06EST ¥*¥***
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Need for Congressional Probe on Clinton Financial Dealings Disputed
Eds: Inserts 1 graf after 7th graf pvs. ~"McDougal's attorney'' etc. to
UPDATE with McDougal subpoenaed; transitional change in 8th graf pvs.

By LAURAN NEERGAARD= Associated Press Writer=

WASHINGTON (AP) A Republican congressman pressed again Sunday for
congressional hearings into President Clinton's ties to a failed S&L, calling
the Arkansas venture a small issue but one of public trust.

The administration, meanwhile, stressed that Clinton is cooperating fully
with a probe, and a Senate Democrat accused the GOP of rehashing the issue for
partisan gain even after Clinton agreed that a special counsel should
investigate.

~~aAll the information has been turned over, every scrap of it. A special
counsel (is being) appointed. What do you want?'' Vice President Al Gore asked
Sunday on ABC's~ ~~This Week with David Brinkley.'

Attorney General Janet Reno is expected soon to announce the name of a
counsel to investigate the ties between Clinton, first lady Hillary Rodham
clinton and James McDougal, owner of the Madison Guaranty Savings and Loan
that failed in 1989 at a cost to taxpayers of $47 million.

McDougal and the Clintons also co-owned the Whitewater Development Corp.,
an Arkansas real estate venture. Investigators are trying to determine whether
Madison S&L funds were illegally diverted to Whitewater or to help Clinton
repay a $50,000 loan for his 1984 gubernatorial campaign.

Clinton denies any wrongdoing, saying he lost $68,900 in the Whitewater
venture.

McDougal's attorney, Sam Heuer, agreed Sunday. ~"I would suspect if there
were some secrets, we would have known them long before now,'' he said. "“Jin
McDougal was a savings and loan executive, which is akin to being a communist
in the McCarthy era.''

Heuer also said Sunday that McDougal has been subpoenaed to appear before
a federal grand jury in Little Rock on Thursday.

Rep. Jim Leach, R-Iowa, the ranking Republican on the House Banking
Committee, repeated his call for bipartisan congre551enal hearings, saying the
special counsel would look into illegal activities while Congress needed to
air an issue of ~“public trust.'' |

““This isn't the largest issue. It's somewhere between much ado about
nothing and something might be a little rotten in part of the Ozarks,'' he
told CBS' ~~“Face the Nation. ~“There are possible breaches of law, but more
importantly there's a public ethic here that's at issue.'!

Sen. Bob Dole, R-Kan., who also has pushed for hearings, on Sunday
criticized the vice president for opposing them when, as a senator, Gore
called on Congress to investigate controversies plaguing the Reagan and Bush
administrations.

Gore responded that Dole last week said the appointment of a special

counsel would satisfy him. ~“Let's let the special counsel ... do his or her
job,'' Gore said.

““What we are looking at here is not an issue of national security,'
agreed Sen. David Pryor, D-Ark. ~~Sen. Dole and his Republican colleagues want

to keep this issue alive until 1996 and beyond so it can be a campaign
issue.'’

Leach pledged to proceed on his own if the Democrats refuse to create a
bipartisan committee to investlgate Whitewater.

But he said he did not env151en questioning Mrs. Clinton, who was
Madison's attorney at the time. ~“Nothing would be more inappropriate than a
congressional effort to embarrass Mrs. Clinton,'' he said “"We are looking
at a prior elected official, a current elected official.

% ok ok filed by:APW-(AR) on 01/16/94 at 20:09EST #*%*
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More Whitewater »
questions surface

President Clinton and Hillary Rodham Clinton may lace
new questions about their role in the Whitewaler land deal.

The Clintons bought the property at questionably high
[prices in a quick turnaround land sale, records show.

The signiicance of the transaction is unclear, but could
be as simple as a bad investment or as complicaled as a
plan to run up the value of the land.

The Clintons and partners Jim and Susan McDougal
bought the 230-acre property on Aug. 3, 1978, for $883 an
acre from a group of local investors called 101 River Devel-
opment, according to Marion County, Ark., land records.

101 River Development had bought the land just one day
earlier as part of a purchase of 3,600 acres for 51.4 million
from Arkla Land Co. 101 River Development — formed just
two weeks earlier — immediately turned around and sold
2,700 of the acres for §1.4 million to 15 investors. All 15 in-
vestors were local — except the Clinton-McDougal partner-
ship, who had not yet created the Whitewater Development
Co. Inc.

In buying the undeveloped par-
cel, the Clintons and McDougals
paid far more than any local inves-
tors. A similar property on the
White River was sold to a local in-
vestor for $308 an acre. The high-
est amount paid by local investors
was aboul $650 an acre — but that
was for more valuable land located
on a main highway.

Rep. Jim Leach, R-lowa, dissat-
istied with the White House's call

By Fuck Witung, Reuers  for @ special counsel 1o probe Clin-
GERGEM: Fiées not lon's ties to a failed Arkansas sav-
for public ings and loan and the Whitewater

deal, said Sunday he still wants
congressional hearings. Leach, top Republican on the bank-
ing commitiee, said on CBS's Face the Nation Congress
should explore whether Clinton violated the “public trust™

Investigators are trying to determine whether funds from
McDougal's Madison Guaranty Savings & Loan were divert-
ed to Whitewater or to help Clinton repay a $50,000 loan for
his 1984 gubernatorial campaign.

The White House on Friday turned over the last five box-
es of Whitewater-related documents 1o the Justice Depart-
ment bul won't reconsider its decision not to make them
public. “There are no current plans by the White House to
release documents,” said David Gergen, counselor to Clin-
ton, on NBC's Meet the Press.

=All the information has been turned over, every scrap of
it A special counsel (is being) appointed. What do you
want?" said Vice President Gore on ABC's This Week with

Sam Heuer, McDougals lawyer, said Sunday on the
Brinkley show he doesn't believe there's anything “sinister™
in the documents. “1 would suspect if there were some se-
crets, we would have known them long before now,” he
said. — Judy Keen and Dennis Cavchon In Yellville, Ark.

JOB HUNTING: outgoing Defense Secretary Les Aspin
is trying for a seat on a Pentagon commission to study how
to reduce duplication in the armed forces, The New York
Times reporied. Aspin has asked his designated successor,
Bobby Inman, for the appointment. Aspin could earn up to
§108,000 on the commission, the Tirnes said. His annual sal-
ary is §$148,400. His departure date remains open.

CHINA WARNED: House Majority. Leader Richard
Gephardt, D-Mo., warned China Saturday that its preferen-
tial trade status may be canceled as punishment for human
rights abuses. Washington is threatening deep cuts in Chi-
na's textile import quotas starting today.

NIXON GENTER: The Richard Nixon Library & Birth-
place is adding a think tank that will focus on the United
States' new role in world affairs, library board member
Ken Khachigian said. The Center for Peace and Freedom
in Yorba Linda, Calif,, is to open Thursday, the 25th anni-
versary of Nixon's 8rst presidential inauguration,
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MARY McGRORY

Whitewater
Runs
Shallow

F ALL the bad ideas that

came out this past week, the

worst was Sen. Bob Dole’s
request for a jont congressional
nquiry on Whitewater.

The answer should be no.

First off, we can't afford it, ether
the time or the money. The jont
congressional mquury into the
Iran-contra affair cost $36 milbon
and took seven years. And we still do
not have the whole story. The
stonewalling that began when the
story of arms-for-hostages broke in a
Beirut newspaper on Nov. 4,

1986— Ronald Reagan called it
“without foundation”—continues to
this day. Reagan’s present lawyer,
Theodore Ojson, has been fighting to
protect his client from the
consequences of his foolish acuons
The final report, which Special
Prosecutor Lawrence E. Walsh
submitted fast Aug. 7. is still to be
released. Perhaps we should wait for
thus last bit of business before we
embark agamn.

Certainly we can understand how
tempted Dole must be. It is a chance
to discredit a popular Democratic
president. Not only that, he could
bring down Hillary Rodham Clinton
from her hagh perch. Hillary Clinton
drives Republicans crazy, She is no
end an uppity feminist. On organizing
a program like heaith care, she can

| lick any man in the house—or the
| Senate.

1 Dole, it should be understood, was
[ adamantly opposed to renewing the
special counsel law. Walsh was for
See McGRORY, C5, CoL 4

Mary McGrory is @ Washington Post
colummest.
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MARY McGRORY

Whitewater Runs Shallow

McGRORY, From C1

, useful m direct-mail
fundraising. But now special counse]
15 not enough for the Kansas
Republican. He would repeat the
appalling fiasco of the select
commuttee that revealed so hittle
about the Iran-contra scandal and so
much about Congress's ability to be
fat-headed, funt-hearted and
redundant.

Everything the commuttee did
was wrong, but most wrong was its
m-h&mgdemwlvud

h of Ronald Reagan, no
matter where the evidence ed.
Thus hobbled, and pressured by its
seli-imposed deadiines, it hurched
muhﬂmﬁgm&d&m

years a favorite Republican
whipping-boy

president to pardon him. Rep, Jack
Brooks (D-Tex.) suggested North
be subpoenaed. [f he resisted, a year
in jail might focus his mind. Brooks
was ignored. North testified on his

candidate for the U.S. Senate,
Let's say no to Sen. Dole.
Does Dole have dreams of
impeachung Bill Clinton? Do any of
the Whitewater accusations reach
the level of “high crimes and
rmsdemeanors” charged against
Richard Nixon in office or the

constitutional mayhem of Ronald bringing about nuclear
Reagan? disarmament? Scores of incensed
That is not to say that public listeners called to protest the
hearings might not be diverting. mterruption of Lorena's lament.
Maybe not so riveting as the Bobbitt Whitewater hearings would, it is
saga, but Lorena’s famous bob-job true, offer mteresting
has perhaps been sufficentiy noted. ~ The presadent maght vohunteer to be
We do not need any mare 8 witness. He s much at home in
embarrassing lessons about the the confessional mode. Hillary
nabonal tablosd . Some Chnton, who does not suffer fools
kand of a low was reached last week  gladly, perhaps had better not
appear. But the supporting cast is
- L] L dﬂnbhdhbd;mﬁmmtr
Imagine if Zubin S8 et e o
. a reliable source
Mehta were called e o e e, S
even more mingumg.
to introduce a. byt ey, o ke
little majesty into ﬁm"”ﬂm“’“’_%
was. Imagme Mehta
thepro!flez:dmgs were called o introduce a e
andcouldbe  miTenn
to being b
pers ¢ 0 with ham and could be persuaded to
conduct his conduct hus maguboent “Harold In
. Italy.” It is an intoxicating
magu and hearing that music would justify
c lﬁcent i the bother of the hearings and t
Harold In Italy.”  perspective o the Caueus Room.
But we all have better things to
do, Things like health
when we saw NBC anchorman Tom nmmmmmm
Brokaw, all bundled up m Red and extending Head Start and
Square and pretending 1o be at the learning to ive together, A special
epicenter of world news, bringingon  prosecutor will be quite sufficent.
a long Lorena segment from Om a congressional i
Manassas. What happened when Congress should take 1ts cue from
CNN paused in its coverage of the Nancy Reagan, wife of the subject of
Bobitts to bring to wewers a the expensive and eternal attempt
histonc moment in Kiev where to find out what Ronald Reagan did
Clinton and Ukrainian leaders were  and when he did it: Just say no.
— THe Wasuncron Post
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Needed for Congressional Probe on Clinton Financial Dealings Disputed
By LAURAN NEERGAARD= Associated Press Writer=

WASHINGTON (AP) A Republican congressman pressed again Sunday for
congressional hearings into President Clinton's ties to a failed S&L, calling
the Arkansas venture a small issue but one of public trust.

The administration, meanwhile, stressed that Clinton is cooperating fully
with a probe, and a Senate Democrat accused the GOP of rehashing the issue for
partisan gain even after Clinton agreed that a special counsel should
investigate.

**All the information has been turned over, every scrap of it. A special
counsel (is being) appointed. What do you want?'' Vice President Al Gore asked
Sunday on ABC's™~ “~“This Week with David Brinkley.''

Attorney General Janet Reno is expected soon to announce the name of a
counsel to investigate the ties between Clinton, first lady Hillary Rodham
Clinton and James McDougal, owner of the Madison Guaranty Savings and Loan
that failed in 1989 at a cost to taxpayers of $47 million.

McDougal and the Clintons also co-owned the Whitewater Development Corp.,
an Arkansas real estate venture. Investigators are trying to determine whether
Madison S&L funds were illegally diverted to Whitewater or to help Clinton
repay a $50,000 loan for his 1984 gubernatorial campaign.

Clinton denies any wrongdoing, saying he lost $68,900 in the Whitewater
venture.

McDougal's attorney, Sam Heuer, agreed Sunday. ~~I would suspect if there
were some secrets, we would have known them long before now,'' he said. ~~Jim
McDougal was a savings and loan executive, which is akin to being a communist
in the McCarthy era.''

But Rep. Jim Leach, R-Iowa, the ranking Republican on the House Banking
Committee, repeated his call for bipartisan congressional hearings, saying the
special counsel would look into illegal activities while Congress needed to
air an issue of "~ “public trust.''

““This isn't the largest issue. It's somewhere between much ado about
nothing and something might be a little rotten in part of the Ozarks,'' he
told CBS' ~“Face the Nation. ~~There are possible breaches of law, but more
importantly there's a public ethic here that's at issue.'’

Sen. Bob Dole, R-Kan., who also has pushed for hearings, on Sunday
criticized the vice president for opposing them when, as a senator, Gore
called on Congress to investigate controversies plaguing the Reagan and Bush
administrations.

Gore responded that Dole last week said the appointment of a special

counsel would satisfy him. ~“Let's let the special counsel ... do his or her
job,'' Gore said.

“*What we are looking at here is not an issue of national security,'!'
agreed Sen. David Pryor, D=-Ark. ~~“Sen. Dole and his Republican colleagues want

to keep this issue alive until 1996 and beyond so it can be a campaign
issue. '’

Leach pledged to proceed on his own if the Democrats refuse to create a
bipartisan committee to investigate Whitewater.

But he said he did not envision questioning Mrs. Clinton, who was
Madison's attorney at the time. ~“Nothing would be more inappropriate than a
congressional effort to embarrass Mrs. Clinton,'' he said. “"We are looking
at a prior elected official, a current elected official.''

*%x%% filed by:APE-(--) on 01/16/94 at 15:14EST ##**
#%%% printed by:WHPR(JEL) on 01/17/94 at 09:54EST **%x
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"UPI Spotlight
Time: Whitewater yields more problems for Clinton
NEW YORK (UPI) Time Magazine is reporting President and Hillary Clinton

made money, at least on paper, from Whitewater real estate investments.
President Clinton has said he lost money but Time says records show profits
from a land sale that went unreported in available Clinton tax returns.

* kK filed by:UPI-(us) on 01/16/94 at 16:21EST #**%*
*%%* printed by:WHPR(JEL) on 01/17/94 at 09:55EST *#*%%
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(ATTN: National editors) (Includes optional trims)
Wiitwater Raises Questions of Hillary Clinton Involvement (Washn)
BEr John M. Broder and James Risen= (c) 1994, Los Angeles Times=

WASHINGTON As the White House struggles to contain the controversy
surrounding the Clintons' involvement in the tangled Whitewater real estate
anl banking affair, first lady Hillary Rodham Clinton's role has begun to
ralse as many gquestions as her husband's.

Indeed, the Whitewater matter now seems to be a controversy befitting the
Clintons' modern, two-career political marriage: Just as the first lady has
played a critical role in major policy decisions on health care and other
issues, she now finds herself a central figure with her husband in this
politically threatening affair.

It is Hillary Clinton's independent career as a top attorney in Little
Rock, Ark., while her husband served as governor, and her reputation for being
the financial brains of the household, that have prompted questions about her
role in the Whitewater matter.

Even friends in Arkansas are wondering why she has not come forward with a
fuller account of what she did and what she knew at the time the events in
Arkansas were unfolding.

*~I don't know why she hasn't been more open about explaining'' her work
as a lawyer for the defunct savings and loan at the center of the affair, said
Beverly Bassett Schaffer, a former Arkansas state regulator and longtime
acquaintance. ~"I don't understand why they (the Clintons) were in business
with someone like McDougal,'' the thrift's owner.

James B. McDougal, a friend of Clinton, owned Madison Guaranty Savings &
Loan and was half-owner with the Clintons in an Ozark Mountains real estate
venture called Whitewater Development Corp.

The president and Hillary Clinton have said they were innocent bystanders
as McDougal drove his lending institution into the ground with a binge of bad
loans and frittered away nearly $70,000 of their assets on the bankrupt
Whitewater project.

Unresolved, though, is the mystery of how to reconcile this image of
naivete in the world of high finance with Hillary Clinton's reputation as a
top corporate lawyer and board member of some of the nation's biggest
corporations.

The question being asked more openly in Washington and Arkansas is: How
could Hillary Clinton who one legal journal called one of the 100 most
influential lawyers in the United States be unaware of gross mismanagement at
a savings institution she represented as an attorney and neglect her family's
only substantial financial asset?

Those questions intertwine with a web of others as federal investigators
continue their inquiry.

Specifically, they are trying to determine whether, amid the careening
disorder in the runaway S&L and Whitewater, money from a federally guaranteed
thrift was diverted into Clinton's 1984 campaign coffers. Also, there is the
matter of whether the institution got favorable treatment from Arkansas
authorities that helped keep it in business before federal regulators finally
shut it down in 1989.

It is Hillary Clinton's role as a former attorney for the savings and loan
that has raised basic concerns about her actions.

When Madison Guaranty ran into financial trouble, McDougal decided to sell
stock to raise money. But that was not normal practice for savings and loans
in Arkansas and the proposal needed approval from the Arkansas Securities
Commission. So McDougal had Little Rock's Rose Law Firm and specifically
Hillary Clinton make his case for the stock sale to state regulators.

The White House acknowledges that Hillary Clinton, then on a $2,000 a
month retainer with Madison Guaranty, worked on the proposal in 1985. However,
senior presidential adviser Bruce Lindsey said her involvement was minimal and



Y that most of the legal work was done by a junior associate, Richard N. Massey,
then a 28-year-old first-year lawyer at the firm.

Schaffer, who had just been appointed securities commissioner by then-Gov.
Cclinton when the case arose, said Massey handled meetings with her staff and
thit Hillary Clinton was the only senior attorney at the Rose firm with whom
she or her staff communicated.

Repeatedly, Hillary Clinton has insisted that questions arising from
private matters a decade or more ago are not a fit subject for public
scrutiny. She has refused to respond to any detailed inquiries, including the
central one: whether it was proper to represent a business partner before a
state regulatory board run by
a personal friend and appointee of her husband.

Jack Pitney, a political scientist at Claremont McKenna College in
Claremont, Calif., said the first lady's response creates a credibility
problem. It is difficult, he said, to believe she would ignore a major family
investment and overlook a potential conflict of interest.

~“She can't just throw her hands in the air and say she doesn't understand
all this legal stuff. She can't claim ignorance of legal details, '' he said.
*>Tt is not a credible defense. Her involvement is a fix of her own making.'!'

Friends and associates said the two images of Hillary Clinton meticulous
lawyer and absent-minded investor are not mutually exclusive. While she was a
keen professional at work, she had little interest in acquiring wealth or
closely monitoring her family's finances, according to her defenders.

Another family friend's assessment is that neither of the Clintons was
interested in getting rich, concentrating through the 1980s on Clinton's
political career and his wife's policy crusades.

*“They don't know beans about business,'' said this Arkansas friend who
asked to remain nameless.

(Optional Add End)

Nevertheless, in 1988, when Madison Guaranty clearly was on the verge of
failure and McDougal was suffering personal problems, records show that
Hillary Clinton wrote to McDougal to seek power of attorney over all
Whitewater-related business. She received that power but apparently did not
use it until 1992, when she authorized Rose firm law partner Vincent Foster
to work on Whitewater's delinquent tax returns.

And in an unrelated case, she took a distinctly active role in a family
investment involving much less money.

In 1983, she, Foster and Webster L. Hubbell, another law firm partner
formed an investment partnership called Mid-life Investors, with each
contributing an initial $15,000.

Roy P. Drew, a stockbroker who helped them set up the venture, said
neither Foster nor Hubbell later expressed much interest in the performance of
the partnership but that Hillary Clinton called frequently to inguire about
her investment, at times phoning him daily with qguestions and instructions.

The partnership eventually foundered, paying annual dividends of between
$2 and $20 from 1986 to 1992, according to the Cclintons' income tax returns.

#x%%  filed by:LAWP(==) on 01/16/94 at 02:39EST *%%x
##%% printed by:WHPR(JEL) on 01/17/94 at 09:53EST
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Whitwater Raises Questions of Hillary Clinton Involvement (Washn)
By John M. Broder and James Risen= (c) 1994, Los Angeles Times=

WASHINGTON As the White House struggles to contain the controversy
surrounding the Clintons' involvement in the tangled Whitewater real estate
and banking affair, first lady Hillary Rodham Clinton's role has begun to
raise as many questions as her husband's.

Indeed, the Whitewater matter now seems to be a controversy befitting the
Clintons' modern, two-career political marriage: Just as the first lady has
played a critical role in major policy decisions on health care and other
issues, she now finds herself a central figure with her husband in this
politically threatening affair.

It is Hillary Clinton's independent career as a top attorney in Little
Rock, Ark., while her husband served as governor, and her reputation for being
the financial brains of the household, that have prompted questions about her
role in the Whitewater matter.

Even friends in Arkansas are wondering why she has not come forward with a
fuller account of what she did and what she knew at the time the events in
Arkansas were unfolding.

"I don't know why she hasn't been more open about explaining'' her work
as a lawyer for the defunct savings and loan at the center of the affair, said
Beverly Bassett Schaffer, a former Arkansas state regulator and longtime
acquaintance. ~°I don't understand why they (the Clintons) were in business
with someone like McDougal,'' the thrift's owner.

James B. McDougal, a friend of Clinton, owned Madison Guaranty Savings &
Loan and was half-owner with the Clintons in an Ozark Mountains real estate
venture called Whitewater Development Corp.

The president and Hillary Clinton have said they were innocent bystanders
as McDougal drove his lending institution into the ground with a binge of bad
loans and frittered away nearly $70,000 of their assets on the bankrupt
Whitewater project.

Unresolved, though, is the mystery of how to reconcile this image of
naivete in the world of high finance with Hillary Clinton's reputation as a
top corporate lawyer and board member of some of the nation's biggest
corporations.

The question being asked more openly in Washington and Arkansas is: How
could Hillary Clinton who one legal journal called one of the 100 most
influential lawyers in the United States be unaware of gross mismanagement at
a savings institution she represented as an attorney and neglect her family's
only substantial financial asset?

Those gquestions intertwine with a web of others as federal investigators
continue their ingquiry.

Specifically, they are trying to determine whether, amid the careening
disorder in the runaway S&L and Whitewater, money from a federally guaranteed
thrift was diverted into Clinton's 1984 campaign coffers. Also, there is the
matter of whether the institution got favorable treatment from Arkansas
authorities that helped keep it in business before federal regulators finally
shut it down in 1989.

It is Hillary Clinton's role as a former attorney for the savings and loan
that has raised basic concerns about her actions.

When Madison Guaranty ran into financial trouble, McDougal decided to sell
stock to raise money. But that was not normal practice for savings and loans
in Arkansas and the proposal needed approval from the Arkansas Securities
Commission. So McDougal had Little Rock's Rose Law Firm and specifically
Hillary Clinton make his case for the stock sale to state regulators.

The White House acknowledges that Hillary Clinton, then on a $2,000 a
month retainer with Madison Guaranty, worked on the proposal in 1985. However,
senior presidential adviser Bruce Lindsey said her involvement was minimal and



‘that most of the legal work was done by a junior associate, Richard N. Massey,
then a 28-year-old first-year lawyer at the firm.

Schaffer, who had just been appointed securities commissioner by then-Gov.
Clinton when the case arose, said Massey handled meetings with her staff and
that Hillary Clinton was the only senior attorney at the Rose firm with whom
she or her staff communicated.

Repeatedly, Hillary Clinton has insisted that questions arising from
private matters a decade or more ago are not a fit subject for public
scrutiny. She has refused to respond to any detailed inquiries, including the
central one: whether it was proper to represent a business partner before a
state regulatory board run by
a personal friend and appointee of her husband.

Jack Pitney, a political scientist at Claremont McKenna College in
Claremont, Calif., said the first lady's response creates a credibility
problem. It is difficult, he said, to believe she would ignore a major family
investment and overlook a potential conflict of interest.

““She can't just throw her hands in the air and say she doesn't understand
all this legal stuff. She can't claim ignorance of legal details,'' he said.
"It is not a credible defense. Her involvement is a fix of her own making.'!'

Friends and associates said the two images of Hillary Clinton meticulous
lawyer and absent-minded investor are not mutually exclusive. While she was a
keen professional at work, she had little interest in acquiring wealth or
closely monitoring her family's finances, according to her defenders.

Another family friend's assessment is that neither of the Clintons was
interested in getting rich, concentrating through the 1980s on Clinton's
political career and his wife's policy crusades.

““They don't know beans about business,'' said this Arkansas friend who
asked to remain nameless.

(Optional Add End)

Nevertheless, in 1988, when Madison Guaranty clearly was on the verge of
failure and McDougal was suffering personal problems, records show that
Hillary Clinton wrote to McDougal to seek power of attorney over all
Whitewater-related business. She received that power but apparently did not
use it until 1992, when she authorized Rose firm law partner Vincent Foster
to work on Whitewater's delinquent tax returns.

And in an unrelated case, she took a distinctly active role in a family
investment involving much less money.

In 1983, she, Foster and Webster L. Hubbell, another law firm partner
formed an investment partnership called Mid-life Investors, with each
contributing an initial $15,000.

Roy P. Drew, a stockbroker who helped them set up the venture, said
neither Foster nor Hubbell later expressed much interest in the performance of
the partnership but that Hillary Clinton called frequently to inquire about
her investment, at times phoning him daily with questions and instructions.

The partnership eventually foundered, paying annual dividends of between
$2 and $20 from 1986 to 1992, according to the Clintons' income tax returns.

*x*% filed by:LAWP(--) on 01/16/94 at 02:39EST *k#s#
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A Truly Independent Counsel d

By Ran-ly M. Mastro
and E1 - B. Schnurer

resident Clinton has fi-

nally responded to calls

for an independent in-

vestigation of his real

estate  dealings. On

Wednesday, he asked
Allorney General Janel Reno to ap-
point a special prosecutor 10 investi-
gale the matier and report back to
her. Therein lies the problem.

A proseculor who reports 1o Lhe
Altorney General, a member of the
President’'s Cabinet, is hardly an "“in-
dependent™ investigator. No matler
how gqualified the counsel is, some
people may still wonder whether the
Whitewater investigation is a white-
wash.

There used to be an alternative:
the office of the independent counsel.
Since 1978, independent counsels
have served a vital, if sporadic, func-
tion: investigating and prosecuting
high-level executive branch officials.

_The Attorney General shouldn't di-

rectly oversee these inquiries be-
cause of political conflict of interest
(or at least the appearance of con-
flict). Nevertheless, few cries of
alarm were heard when the statule
that created the office expired in De-
cember 1992,

A proposal 1o revive the independ-
enl counsel passed the Senate last
month and another is pending in the

Randy M. Mastro, a former Federal
proseculor, is chief of staff to Mayor
Rudolph W. Giuliani. Eric B.
Schnurer is a constitutional lawyer in
Philadelhia.

House. The President and the Atlor-
ney General favor the bill, but Speak-
er of the House Thomas Foley has yet
to put it to a vote.

Even reinstating this well-intended
law, however, would fall short of cre-
ating the best weapon against execu-
tive branch misdeeds. Congress and
the President should restruciure the
office in several important ways o
insure an effective and truly inde-
pendent counsel.

Instead of the appointment of a dif-
ferent investigator for each new scan-
dal, there should be a single independ-
ent counsel in charge of a permanent
office ol experienced prosecutors 1o
handle all investigations. The counsel
should be appointed for a four-year
term (like a United Stales atlorney)
and the office should consist of full-
time, skilled prosecutors and have a
fixed budget and stafl. This would
insure continuity and prolessionalism.

By holding the office to strict budg-
elary and manpower constraints, it
would avoid the excesses ol some
past investigations, with their ever-
expanding expenses and *‘scorched
earth” mentality. Sure, there might
be slow periods, bult we don't have to
hnwanumryhywim‘ﬂmw
need firefighters.

Most important, a permanent inde-

counsel's office would take
the Attorney General out of the pro-
cess. In the past, the decision to ap-
point an independent counsel was
solely that of the Attorney General,
who was rarely eager (o exercise that
authority. With a permanent office in
place, the independent counsel would
decide whether or not to investigate
an executive branch figure, and the
public would be assured of a truly
Independent assessment.

Several safeguards are required to
prevent the While House from derail-
Ing independent  investigations
through Presidential presogative. By
law (or, il necessary, by constituional
a d 1), the Presid should
not be allowed to grant pardons in
such prosecutions before the counsel
completes an investigation. It would
also help if courts would more nar-

A full-time
office, always there
when we need it.

rowly construe the scope of excoutive
privilege. Otherwise; the executive
branch will continue (o putl road-
blocks in the path of proper inguiry
and then, il all elsc fails, grant 111h-
hour pardons, as George Bush did for
several Iran-contra figures.

The counscl’s appointment process
should conform closely to that vl oth-
er executive branch appointments
Critics of the past law complain, wiih
some justification, that having Fed-
eral judges select the independent
counsels offended the separation ol
powers. There is a reasonable middle
ground. The President could nomi-
nate the independent counsel from a
list of candidates selected on meril by
the Supreme Court or another neutral
body.

The nominee would then be subject
to Senate confirmation, like wother
Presidential nommees. Of couvse, in
dependent « ~unsels, like most ethics

investigators, are nol very popular on
Capitol Hill. Republican lawmakers
complained that Lawrence Walsh
wenlt too far in investigating the scan-
dals of the Reagan and Bush Admin-
istrations. Since regaining the White
House, Democrats have shown no de-
sire 1o subject their President to that
same independent scrutiny. Sull, we
cannot leave the legislative branch
out of the process and can only hope
1o sway Congress Lo see the benelits
ol a permanent counsel.

The cast of characters al the White
House may have changed, but a sit-
ting Altorney General still cannot
credibly investigate the President he
or she serves. Under such circum-
stances, the public simply could not
be expected 1o believe uncritically
what it was told.

Unfortunately, neither Republicans
nor Democrals appear (o want scru-
tiny from a truly independent investi-
gator. That alone should be reason
enough 1o preserve and strengthen
the independent counsel. 0

Note to Readers

The Op-Ed page welcomes
unsolicited manustripts. Be-
cause of the volume of submis-
sions, however, we regrel thal
we cannot acknowledge an arti-
cle or return it unless it is ac-
companied by a self-addressed,
stamped envelope. If manu-
scripts are uccepted for publi-
culion, uuthurs will be notified
within two weers
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White House Sends Five More Boxes
On Whitewz}ter to Attorney General

By Dan Balz and Susan Schmid
Washangton Poat Stall Wnters

Five more boxes of President Clin-
ton's and Hillary Rodham Clinton's
records detailing their investment in
an Arkansas land development firm
were turned over to the Justice De-
partment yesterday. Clinton pledged
on Dec. 23 to give the department all
of the couple’s files on the matter.

The documnents arrived at the Jus-
uce Department before Attorney
General Janet Reno had a chance to
appoint a special counsel to investi-
gate the Clintons' involvement in the
Whitewater Development Corp. Re-
no, who was traveling out of town
yesterday, was said by a department
spokesman to be reviewing possible
candidates.

In a related development, the pres-
wdent of a small Arkansas bank that
loaned money to Clinton's guberna-
tonal campaigns and to the land de-
velopment company confirmed that
he had received a subpoena Wednes-
day from the FBI for bank records.
And Betsev Wright, who was Clin-
ton's chief of staff when he was Ar-
kansas governor, told the Los Ange-
les Times that the FBI had notified
her that she would be subpoenaed.

Wright told the newspaper that in
anticipation of the subpoena she had
moved several boxes of documents
irom her office to her home so she
could sort through the matenal this
weekend,

The Clintons’ personal records
were turned over to the Justice De-
partment several days ahead of
schedule by David E. Kendall, the
Clintons’ personal attorney, accord-
Ing to a statement issued by White
House senior adviser Bruce Lindsey.

Five other boxes of documents
were sent to Justice Department of-
ficials last week, They were sub-
mitted under terms of a subpoena
negotiated between the Justce De-
partment and the White House de-
signed to prevent the records from
being released publicly.

Lindsey said the records include
duplicates or trplicates of relevant
documents, work sheets, records
from an inqury conducted during the
1992 campaign by a Denver lawyer
hired by the Chntons and other cam-
paign documents and news media
inquines about Whitewater from the
campaign.

Lindsey esumated that of the 10
boxes delivered. actual financial rec-
ords on Whitewater account for

BRUCE LINDSEY
+«» “Box or less” of financial records

“probably a box or less,” although he
said they were not sequestered w
one carton.

Clinton agreed Wednesday to calls
for a special counsel in the matter,
and a Justice Department spokesman
said yesterday the special counsel
could be appointed scon. The coun-
sel's investigation will cover White-
water and possibly its links to a failed
nsitution, Madison Guaranty Savings
& Loan, that was owned by James
McDougal, who with his ex-wife was
the Clintons’ business partner in
Whitewater.

Among the questions about Mad-
1son is whether it funneled money
improperly to a Clinton gubernatonal
campaign.

Leon Foust. president of First
Bank of Arkansas, formerly the Bank
of Cherry Valley, confirmed yester-
day that he has recewed three sub-
poenas from the FBI since Decem-
ber. Foust, who joined the bank last
year, said he has not been able to
provide everything sought in the first
two subpoenas. Some mud-1980s rec-
ords are available on microfilm, he
said, but others have been discarded.

Clinton took out a personal loan for
$50,000 from the Bank of Cherry
Valley to put into hus 1984 guberna-
torial reelection campaign. At the
time, the bank was owned by Mau-
nce Smuth, a Clinton campaign fi-
nance official. About $30,000 of that
debt was repaid from money raised
by McDougal at an April 1985 fund-
raiser held at the Madison S&L.

Sources said investigators have

been trying to determune whether
money contrnibuted to the campaign
at that event was improperly di-
verted from real estate and other
loans made to Madison borrowers, or
was drawn on overdrawn accounts
with the approval of bank officials.
Federal officials have a handful of
$3.000 cashier’s checks contributed
to Clinton at the fund-raiser, amounts
that may have exceeded the $1.500
per election lumut.

At least one of the known $3,000
contributors, the son of a Madisan
director, said he made no such com=
tribution and knew nothing about a
fund-raiser.

Clinton campaign aides said they
are dismayed if illegal contributions
were made but that the candidate
would have had no way of knowing
the source of the money given himx
The lst of-contributors has disap
peared, and Wright has said she does
not know what became of it,

Investigators also are interested in
seemng records at the former Cherry
Valley bank to see who benefited
from a number of checks written on
the Whitewater account at Madison.
Those checks were sent to the Bank
of Cherry Valley—to pay on at least
two separate loans, sources sad. In
the latter half of 1984 and the first
part of 1985, for example, three
checks totaling more than $15,000
went from the Whitewater account to
pay off loans at Cherry Valley.

Clinton aides and McDougal say
there was ooe loan at the Cherry Val
ley bank related to their purchase of
Whitewater land. Smith also said
there was just one Whitewater loan
at his forrner bank and that it and
Clinton's campaign loan were repaid.

Also yesterday, an official of the
Federal Deposit Insurance Corp. told
Reuter news service that the agency
expects to conclude its examination
soon of whether Hillary Clinton's for-
mer law firm misled the agency about
its ties to Madison.

The Rose law firm was hired by
the FDIC after the government took
over Madison to help in a suit involv-
ing the insutution. Hillary Chinton
had previously represented Madison
before Arkansas bank regulators. =

Meanwhile, House Banking Com-

mittee Chairman Henry B. Gonzalez .

(D-Tex.) grudgingly approved addi-
tional money for a Republican staff
study of the Madison matter, The
money was requested by Rep. Jum
Leach (R-lowa), who has called tor a
congressional investigation




B :-CLINTON-WHITEWATER-POLL
THIRD OF AMERICANS THINK WHITEWATER MINOR OFFENSE

NEW YORK, Jan 15 (Reuter) - Nearly a third of Americans think President
Clinton and First Lady Hillary Rodham Clinton are guilty of a minor offence
related to a failed land development project in Arkansas, a Newsweek poll said
Saturday.

The poll of 505 adults conducted Friday said another 14 percent think the
president and his wife are guilty of a serious offence related to the venture,
in which they were partners with the head of a savings bank that failed at a
cost of over $60 million to U.S. taxpayers.

Nearly one in five of the respondents, 19 percent, believe the Clintons
are not guilty of any wrongdoing in the affair.

The poll also found that 69 percent of Americans think the White House
would be in a better position in connection with the controversy if it had
been more open with information and files about the case.

The controversy revolves around the relationship of the Clintons with
Arkansas businessman James McDougal, former head of the failed Madison
Guaranty Savings and Loan Association.

They were partners in Whitewater Development, a vacation real estate
venture that the Clintons say lost them $69,000.

The White House Friday turned over to the Justice Department the rest of
the subpoenaed documents on Whitewater, and department officials said Attorney
General Janet Reno may be close to deciding on her selection of a special
counsel in the case.

Clinton on Wednesday yielded to mounting political pressure and asked
Reno to name a special counsel to take over the investigation.

The poll's margin of sampling error was plus or minus five percentage
points.

REUTER
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PAUL CRAIG ROBERTS
from personal use of state employees.
at's the It is possible that a discombobu-
charge?,” lated White House has been engaging
asks White  in a state-of-the-art coverup when
H o u s e thereis no crime. But if Whitewater
Press Sec-  js merely a political embarrassment
Dee  for the first couple, it could hardly be

Dee Myers. By asking this question,
Miss Myers is inviting us to guess
what a special prosecutor might find
in the files of the Whitewater Devel-
opment Corp., an Arkansas real estate
partmership between the Clintons and
the McDougals.

These files have had a curious exis-
tence. They were first said to be
“missing.” Then they were purloined
from White House Deputy Counsel
Vincent Foster's office, which should
have been sealed. They have been
unavailable to investigators of Mr.
Foster’s death and to investigators of
savings and loan irregularities in Lit-
tle Rock. They next turned up in the
safe of a white collar crime lawyer at
Williams and Connolly, a noted crim-
inal defense firm. Today they are
being “catalogued,” and possibly
culled, before being turned over to the
Justice Department under a negoti-
ated subpoena that protects the con-
fidentiality of the files.

The White House maintains that
the files are innocuous and merely
document a legitimate $69,000 busi-
ness loss that was never claimed on
tax returns. By stonewalling on the
release of the files, the White House
built up demands for a special prose-
cutor to which it has finally acceded.

According to newspaper reports,
federal thrift i rs have found
evidence that money from Madison
Savings and Loan was diverted to
Whitewater and other McDougal
companies and listed the Clintons
among the possible beneficiaries.
Newspapers have also reported thata
possibly fraudulent Small Business
Administration loan was diverted, in
part, to the Whitewater partnership.
Newspapers have also reported that
there appear to be significant flows of
money in and out of Whitewater’s
accounts that do not relate to real
estate transactions. Madison S&L and
Whitewater monies appear at times to
have been commingled, and White-
water did not file income tax returns
for a number of years.

All of this has raised suspicions
that, however it began, Whitewater
became a slush fund for its partners.
It is the unspoken charge of experi-
enced tax, campaign, and criminal
lawyers that the Clintons benefited
from money flows that violated cam-
paign, tax, and banking statutes.

These charges, should they be
brought by the prosecutor,
would be over and above any conflicts
of interest the Clintons may have
experienced in obtaining favorable

treatment for McDaneal’s
Madison S&L and any improprieucs

worse than the disingenuous denials
that are flowing from the White
House. “Where is the evidence?,” asks
Clinton spokesman Stephanopoulos,
thus underlining the White House's
prolonged withholding of it.

In a misstatement of tax law and
fact, Vice President Gore claimed in
front of a national TV audience that
the Clintons could not take their
$69,000 tax loss because they had no
capital gains to set it against. The law
permits a $3,000 per year deduction
of a capital loss against ordinary
income and a carry forward of the
remainder. Moreover, Lisa Schiffren
reports in the August 1993 American
Spectator that in 1988 the Clintons
realized a $42,000 profit from an
investment in Arkansas Cellular
Communications. A lawyer familiar
with the deal says it was structured as
a capital gain. A couple that itemizes
deductions for used underwear is
unlikely to let pass a legitimate deduc-
tion for capital losses.

It is a good thing for the Clintons,
as well as the country, that they
apparently have reassessed the risk of

stonewalling.

The problem with coverups is that
they can become obstruction of jus-
tice, a federal crime. Numerous fed-
eral courts have ruled that proceed-
ings do not have to be pending for
obstruction of justice to occur if evi-
dence is concealed, altered or

E ]

destroyed in anticipation of possible
proceedings. Moreover, the 1989
FIRREA Act in response to the S5&L
crisis specifies that investigations by
the Resolution Trust Corp. are con-
sidered “pending proceedings” under
the obstruction of justice statute. The
R'IC is looking into Madison S&L,

te handling of the
Wh:mur files could constitute
obstruction

of justice.

Sen. Pat Hoyn.lhan, Naw Ybrk
Democrat, was right The Clintons’
spin doctors got them deeper in trou-
ble without sparing them the scruti-
ny of a special prosecutor.

Paul Craig Roberts, a columpnist for
The Washington Times and the Scripps
Howard News Service, is a distin-
guished fellow at the Cato Institute.

Prosecutor

pirouette

Fandango
of the files

| /2
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* Whitewater-Madison are

THE STORY SO FAR

1978 — Bill and Hillary Rodham Clinton, along with James B. McDougal
and his wife, Susan, purchase 203 acres in the Arkansas Ozarks in a plan
to build vacation homes on 42 lots. They form a joint partnership known as
Whitewater Development Corp.

1984 and 1985 — The Clintons improperly deduct $5,133 on their

federal tax returns for interest paid on $30.000 in bank loans made through
Whitewater. The deductions save them about $1,000 in laxes.

1984 — Arkansas Securities Department targets Madison Guaranty
Savings and Loan Associalion, owned by McDougal, as being insolvent.
March 1984 — Mrs, Clinton receives first payment of a $2,000-a-month
fee for Madison fight efforts by the Ark S Depz
to close the S&L. The lee was paid by Mr. McDougal in a deal he said was
arranged by Mr. Clinton.
July 1985 — Madison's firm, Frost and Co., says the S&L is
solvent. The Fros! report is used by Mrs. Clinton to help keep Madison in
business.
October 1988 — Federal Home Loan Bank Board report faults thrift for
nsky investments in real estate deals, low cash reserves and shoddy
record-keeping.
December 1987 — Mrs. per delivers Whitewaler
records 1o the governor's mmﬂ\e rwu.yequosl of Mrs. Clinton.
November 1988 — Mrs. Clinton signs leter to Mr. McDougal requesting
power of attormney so she can extricale herself and her husband from the
‘Whitewaler venture.
March 1989 — Madison fails and is shut down by the federal govemment
at cost of $50 million,

1989 — Mr. McDougal is indicted on fraud charges in connection with
Madison. He later is acquilted.

March 1992 — The New York Times reports ties between Mr.
and the Clintons, their connections to Whitewater and their illegal tax

March 1992 — Clinton campaignisswsarepm_bybe_fwhm
James M. Lyons saying the Clintons lost $68,900 in Whitewater. report
also says missing records makes a complete study | :

March 1992 — Clinlon mmmmmmm
sarng Mrs. Clinton received a $2,000-a-month retainer 1o help

fight state regulators. In November 1993, the White House confirms the

retainer was paid to Mrs. Clinton.
December 1992 — The Clintons sell their half of Whitewater 10 Mr.
Mc , and claim a $1,000 capital gain on their taxes. The sale was

arranged by Vincent W. Foster Jr., the Clintons” personal lawyer.

July 20, 1993 — Foster commits suicide. Documents related o
among those secretly taken from his office by
administration officials and turned over 1o the Clintons’ new lawyer, David

+ July 22 — White House Counsel Bernard Nussbaum prevents U.S. Park

; Police and FBI -maﬁms from looking through Foster's personal papers

during search of his o

Post

Oct. 31 — Whitewaler controversy is renewed when The
Justice la

reports lederal regulators recommended to
criminal investigation be conducted into Madison’s failure.

Nov. 4 — The Times reports the Clintons, who said they were
“passive shareholders™ in Whitewater, were active in the venture’s
management and that Mrs. Clinton had sought power of aftorney over it.

Nov. 9 — Paula J. Casey, U.S. attomey in Little Rock, recuses herself from
probe of Whitewater's ties to Madison and is replaced by Justice
Department prosecutor Donald Mackay. Republicans call on Attorney
General Janel Reno to nominate a special counsel o investigate the
Whitewater-Madison affair

Dec. 20 — The Washington Times reports White House officials removed

records on Whitewaler from Foster's office after the counsel's
suicide.

Dec. 21 — White House admits that records were taken, but denies any
wrongdoing.

Dec. 23 — Mr. Clinton says he and his wita wall b e Wit mtas ool
mszl: the Justice Department, but warmn that process lingi i tene wu .. -
weeks.

Jan. § — Whnite House reveals thal subpoena has been issued for
Whitewaler records under terms negotiated on Dec. 23 between
prosecutors and Kendall.

Sunday — Sen. Daniel Patnck Moyninan of New York is first Democrat to
join Republicans in call lor a special prosecutor or independent counsel,
making the issue bipartisan. Seven other Democratic lawmakers issue the
same demand within the next 48 hours.

Wednesday — Bowing o pressure, Clinton asks a special counsel be
appointed to investigate the role he and his wile played in the
Whitewater-Madison aMtair Reno says she will appoint a special counsel.

AL

g
:
g
]

Sources_The Washingion Times, Associaied Prest House Repubican Polcy Commimes, New Yo Times
LS LR b ot L iin

1/

™
oy

sem aumy
S pue sawep
mg 4q gz61

159 [ead B sem

‘S’E‘SU!‘)[JV maln_lou ur Jaa
B-£(C ¥ U0 510[ Z{ U0 SaUI

o]

aMUM 2yl Suoje Kyzedoad a1
UOHEJBA P[INQ 0} PaAIdOU0D
&I3BMIAIYM 51 1By

B[['H pue
sulred aje
[2A2( Jajemaliym ay,

pauio] diys.

-U3A 3y, ‘[e8NOIJy uwsn
*d10) juswdo

jueq paumo
PUe uoauy) A
ut

YoBa 000°0Z$

10U S1 3] "[RISIR[[0D
jueq yooy amry e

uo

M Inoj-Ajuam,

oY [opout & 10j Aed )

000'0£S pamoliog uo)
— SUBOJ OM] 114
ysiawaed ay ],

1J8945
1

d paulquiod u

UL
0094 3y} W01} Jea[d

uraw
dursn Iayjoue pue
noym ‘paamboe o

12

PIOS aJam s10] Ja1EMa)Iy,

i,

000'€0Z$ 10 8/61 U1 pue] ay3 3ySnoq d

153.19)u1 pue Ted
a3 pred oym spu

"Juswidojasap ayy
-e8nogol B wouy

SB J[os1I pue| ay)

WIo1j ‘Te1aleq[oo

“X3 Ul S861 Ul

u

4L
‘BY Jeym Jea[d jou st 31 pum

‘Bunphue
rednoqon
43 pjos ‘aamjuaa

AaL . ure|d oym ‘suojur) @

sueld ayl o1 paua.

SILINJAI XB) GRS Suoum) 2

000°1$ 10§

ur
IN[BA SEM YITYM ‘omr[d.t;u

U0 pa0dag Jou sem uonow
2 pue 000'ses 10j adueyd

" 61
PR

P2 . AUy suojurp) ay

1
Bys-, 1

J3)eMAIYA Ul
89¢% se yonw se 150]

YINLu moy 1eao jou sy
UeI] YL, '000'0£$ Inoqe 1€

A 01 I3JBMIIIYM UT AT
doutwag Jadig surdua-uim

006"
-s

ne

JEMAYAN 0) ApING INOK

19




| FRIDAY, JANUARY 14, 1994 »

THE WASHINGTON TIMES

Federal investigators are probing
several angles in the tangled White-
water-Madison case.

® How much money was lost?

President Clinton and his wife,
Hillary, said they lost $68,900 on the
Whitewater Development Corp., a
real estate venture with James B.
and Susan McDougal, but they failed
to take legal tax deductions for capi-
tal losses that would have saved
them thousands of dollars. Mr.
McDougal was owner of the now-
defunct Madison Guaranty Savings
and Loan Association.

When Whitewater first surfaced
as a 1992 presidential campaign is-
sue, Mr. Clinton said the couple had
lost $25,000.

® Was there an illegal loan?

David L. Hale, a former municipal
judge in Little Rock now under in-
dictment for misdirecting Small
Business Administration loans, said
Mr. Clinton pressured him during a
face-to-face meeting in 1986 to give
a questionable $300,000 loan to Su-
san McDougal. Mr. Clinton said he
did not recall the meeting.

* Was money diverted from fed-
eral funds to Whitewater or the Clin-
ton campaign?

Mr. McDougal used $110,000 of
the SBA loan to his wife to buy prop-
erty for the Whitewater project. Itis
not clear if other money was di-
verted from Madison to Whitewater
or to Mr. Clinton's 1984 gubernato-
rial campaign.

¢ Were the Clintons more than
“passive shareholders™?

The Clintons described them-
selves as “passive shareholders” in
the Whitewater development, but
Mrs. Clinton wrote a letter to Mr.
McDougal in November 1988 de-

Madison
story dates
to 1982

THE WASHINGTON TIMES

Jms B. McDougal, a friend and
bunnea_a partner of Bill Clinton, took
over a tiny operation known as Madi-
son Guaranty Savings and Loan As-
sociation, about 75 miles north of
Little Rock, Ark., in 1982. Within
three years, Madison's assets grew
from $500.000 to more than $17 mil-

sk

Mr. Mc_Dcmsal. from his new base
of operations in Little Rock, pros-
pered through a web of connections
and friendships that included Mr
Clinton and his wife, Hillary But the
Federal Home Loan Bank Board in
a 1984 report already had noted
Madison's “unsafe and unsound
lending practices”

The Arkansas Securities Depart-
ment was asked to determine
whether the S&L should be closed.
Mrs. Clinton, a lawyer on a $2,000-a-
month retainer from Mr. McDougal,
argued successfully before state
regulators appointed by her hus-

What migh
have done wrong?

- w mu.u‘”ll S
___——_‘_4__’_‘__‘_—____‘_.

t Clintons

manding power of attorney for full
control of the venture.

» Why was Mrs. Clinton paid a
monthly retainer by Madison?

In 1985, Mrs. Clinton was paid
$2,000 a month for convincing state
regulators appointed by her hus-
band that Madison was solvent —
despite federal bank reports to the
contrary — at a time when Mr
McDougal was her business partner
in Whitewater. The payments were
made by Mr. McDougal in a deal ar-
ranged by Mr. Clinton.

® Were there illegal money diver-
sions to pay off campaign debts?

Shortly after his election as gov-
ernor in 1984, Mr. Clinton asked Mr.
McDougal to “knock out a deficit” of
$50,000 for a personal loan Mr. Clin-
ton took out to fund his campaign.

Mr. McDougal held a fund-raiser
for his business partner and retired
at least $35,000 of that debt. At least
one of the checks from the fund:
raiser used to pay off Mr. Clinton's
loan was signed by Kenneth Pea-
cock, who now denies ever donating
money to the Clinton campaign.

® Where are the Whitewater
Madison records?

Mrs. McDougal said she delivered
Whitewater records to the Arkansas
governor's mansion in December
1987, at Mrs. Clinton's request. The
Clintons said the records were lost
before The Washington Times' Dec.
20 report that Whitewater records
were secretly removed July 20 from
the office of White House Deputy
Counsel Vincent W. Foster Jr.
shortly after he killed himself.

Now, the White House has turned
over at least five boxes of White-
water records to investigators under
terms of a subpoena worked out by
the Clintons’ lawyer and the Justice
Department to keep them secret.

The Wasrsngion Tumes

band that Madison should remain in
business. By 1989, the institution
had a paper worth of $125 million,
But that year it finally was closed by
re;qlenon. and taxpayers got a $50
million bill for its defaulted loans.
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Reno Begins Hunt
For Special Counsel,

Seeks Probe’s Limits

:

%

1
¥hs

scope of an investigation that could
become an open-ended inquiry into
Arkansas business affairs and hang
over President Clinton for much of
his first term.

In requesting that Reno name an
outside tor, White House
counsel Nussbaum asked

the 1980s investigating alleged im- |

proprieties involving then-Attorney
General Edwin Meese 111,

“My prediction is that this person
[the special counsel] is going to feel

affair by independent counsel Law-
rence Walsh,

“In the history of these special
counsels, once they have an inch
they take yards and miles,” said
Terry Eastland, a former top aide
to Meese and now a fellow of the
Ethics and Public Policy Center.
“The central issue is going to be the
scope of the investigation.”

On its face, the investigation into
Whitewater would appear to be fair-
ly simple: The Justice Department
has already
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Atter Slow Start, Network TV Grabs

By Howard Kurtz

‘Washington Post Stalf Wrater

Throughout November and most
of December, despite a spate of
front-page stories and editorials in
major newspapers, the Whitewater

. investigation was virtually invisible
' on network television.
“It’s one of the most difficult sto-
! ries to explain that I've ever en-
countered,” said Erik Sorenson, ex-
~ ecutive producer of the “CBS Eve-
r ning News.” “The networks do not
|have the resources to pursue com-
Jplicated investigations like that on
=-an ongoing basis.” In fact, said So-
renson, he had trouble explaining
the story to his mother.

" In the last three weeks, however,
ABC, CBS and NBC have jumped on
Whitewater night after night. On
Wednesday, when President Clinton
agreed to the appointment of a spe-
cial counsel to investigate the mat-
ter, the network anchors traveling
with Clinton in Ukraine and Russia
dealt with Whitewater before the
news of the trip itself.

“Journalists love a coverup,” said
Robert Lichter, director of the Cen-
ter for Media and Public Affairs,
“The intimations of Whitewatergate
will bring the TV cameras every
time.”

The story was not ready for
prime time until just before Christ-
mas, when White House aides ac-
knowledged they had removed
‘Whitewater files from deputy coun-
sel Vincent Foster's office after he
committed suicide last summer,
The focus of the story shifted from
the decade-old financial dealings of
the president and Hillary Rodham
Clinton to a daily political drumbeat
about whether they were withhold-
ing evidence.

Media analysts say no national
scandal can reach critical mass until
it becomes a television story. But
correspondents filing two-minute
reports have struggled to explain
the possible wrongdoing in the tan-
gled Arkansas dealings on which
the Clintons say they lost $69,000.

Once Republicans began demand-
ing a special prosecutor, a simpler
story line emerged. On Wednesday,
ABC's Jim Wooten said that “what

‘is at risk for the president here is
nothing less than the erosion of his
political authority.” CBS anchor
Dan Rather declared from Masrny

'Il’ ‘v

ton this entire trip.”

The coverage has been fueled by
the administration’s “stubborn re-
fusal, against all known rules of
modern politics, to just put all the
stuff on the table,” said Alan Mur-
ray, the Wall Street Journal's Wash-
ington bureau chief. “Why can't
they answer the questions? It's just
mind-boggling.”

The media's pursuit of White-
water comes almost two years after
it briefly erupted as a campaign is-
sue, In March 1992, Jeff Gerth of
the New York Times reported that
the Clintons had entered into the
Whitewater real estate venture
with James McDougal, whose failed
savings and loan was bailed out by

“Journalists love a
coverup. The
intimations of
Whitewatergate will
bring the TV
cameras every
time.”
— Robert Lichter,
Center for Media and Public Affairs

taxpayers. That article raised many
of the questions—including Hillary
Clinton's representation of the
S&L—that have reverberated in
recent weeks.

The Clinton campaign snuffed out
the story by releasing a batch of
incomplete and confusing docu-
ments, and the news media moved
on to other controversies in the
hectic campaign atmosphere. “The
entire media, pmtuw}uded.oopped
out during the campaign,” Sorenson
said, “All of us snooped around and
frankly couldn’t figure it out...
We all gave up.”

What put the story back in play
was an Oct. 31 Washington Post
report by Susan Schmidt that the
Resolution Trust Corp. had asked
federal prosecutors to open a crim-
inal investigation into Madison
Guaranty, the failed S&L. In No-
vember and December, The Wash-
ington Post ran 12 stories on
Whitewater, six of them on the
front page. The New York Times

lease the Whitewater Files.” The
Washington Times published 16
s@ummemmwsnm

six.

But except for a Nov. 11 NBC
story by Andrea Mitchell, television
basically ignored the controversy.

“There was nn easy hook for TV
e ebbeas LI,
needs something simple: removing
files, withholding evi , not
coming clean. This ties into our col-
lective memory of Watergate.”

As for the story itself, Lichter
said: “It's my job to follow this stuff,

and I couldn't follow the story. It |

was 50 convoluted and so dull.”
But Jeff Gralnick, executive pro-
ducer of “NBC Nightly News,” said

wichter said. “TV |

that in the age of computer graph-
ics, “there is no story that is too
complicated for TV. The caution for
us is to make sure we are not piling
on, and that we have a story that
moves us forward and is not just
another incremental nag.

“Remember, there is no evidence
of wrongdoing in any of this. But
the White House has created the
impression of the possibility of
wrongdoing, and that has created
pressures on the White House, and
we are covering the pressures.”

James Carville, a Clinton political
adviser, contended that Whitewater
is being overplayed because “the
media is bored by the European trip
and the Brady bill. In the end, peo-
ple will say it was a non-story.”

Clearly, much of the public is puz-
zled. A CNN-USA Today poll says
71 percent of respondents are un-
sure whether Clinton did anything
WrOng.

The president clearly has grown
impatient- with the media clamor
over Whitewater. He cut short an

NBL interview with Jim Miklasze-

wski Wednesday after two ques-
tions on Whitewater. *I'm sorry
you're not interested in the truth,”

Clinton said. He also said that “the

press has editorialized and pressur-

ized the politicians” into demanding

a special counsel and has practically

placed “the presumption of guilt” on

him. “It's a bizarre circumstance,”
the president said.

Clinton also refused Wednesday
to talk with ABC’s “Nightline,” as
he had agreed to do each night this
week for a series on the European

trip.

The good news for the White
House is that the naming of a spe-
cial counsel will likely move the in--
vestigation off the journalistic radar
screen. “A special counsel puts the
story on ice,” said Fred Barnes,
New Republic's White House re-

porter. *It stopethebbedmg.'l‘be
oou.nsel works in private, doesa't
leak and the story goes away until
the counsel issues his or her re-

port.”
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TONY SNOW

Gimmicks
that failed

he bluff didn't work. The
White House spent a week
besmirching Republicans

who wanted a special prose-
cutor to look into what has come to be

dent to ask for one, amyway.

The question now is whether the
Clinton team will come clean or try to
manage the flow of information o
investigators. So far, it has employed
every trick in the book to foil inquisi-
tors, including the cheesy use of the
president’s late mother, Virginia Kel-
ley, as a political human shield. Al
Gore thumped the poor woman's cof-
fin four times on CBS's “Face the
Nation" last week, hoping her beloved
memory would hold the curious at

These gimmicks haven't worked

X)X

because the facts available to the pub-
lic raise the possibility that the pres-
ident and/or his friends bent the law
during his tenure as governor of
Arkansas. Here's a small, incomplete
list of allegations.

elllegal gratuity: Just before
becoming governor of Arkansas, Bill
Clinton and his wife joined a real-
estate partnership with old friend
James McDougal and McDougal's
then-wife, Susan. The Clintons put up
less than 9 percent of the start-up
money for the Whitewater Develop-
ment Corp. and got 50 percent of the
stock.

The arrangement is public record.

ernment.
oViolation of attorney-client priv-
ilege: Vincent Foster Jr. solicited fed-
eral contracts to sue Madison Guar-
anty on behalf of the Rose Law Firm
of Little Rock. He failed to disclose

savings and loan. The solicitation ata
bare minimum threatened Madison's

o0bstruction of justice: White
House counsel Bernard Nussbaum
took several boxes of files from Vin-

suicide. He shipped the demﬁed
aide's diary and papers o

Does the discounted price of the part-  the Foster family lawyer, James
nership constitute an illegal gratuity? and records regarding the

slllegal campaign contributions:  Whitewater Development Corp. and
James McDougal threw a fund-rais-  other dealings to David Kendall, the
er on April 4, 1985, Clinton family
to help rescue Mr. lawyer. He pre-
Clinton from a . e . vented investiga-
$50,000 personal Administration tors from looking at

loan. The party

the documents.

raised $35,000. These acts could
Federal ivestt  name-calling have v violaed sev
gators suspect that e . fe
at least $12,000 of transformed a statutes,
the donations were ) . laws that require
siphoned from a pobﬂm!mmcebtto the preservation of
savings and loan pﬂﬁmﬁﬂ'(ﬁm White House doct
1 o) the Clin, . % Nt o
gal. If so, in- ' the removal
tons received and that is amaang. records relevant to
taken from an ongoing crimi-
depositors of the nal i
Madison Guaranty Savings and Loan The deserves a full look at
— an institution that failed in 1989 at  all the weird strands of Whitewater-
a cost to taxpayers of $47 million to which means that Attorney
$60 million. Geperal Janet Reno must suspend
oConflicts of interest: When fed-  the statute of limitations for all relat-
eral regulators were recommending  ed civil and criminal infractions.
that Madison Guaranty mend its ways  statute on fraud and other civil viola-
or close its doors, McDougal con- tions in March.) The attorney
cocted a plan to sell preferred stock to ~ general also needs to avoid placing

the public. He hired Hillary Rodham
Clinton as his lawyer in response o
Bl;ﬂil Clinton's personal request for
“help.”

Mrs. Clinton asked a securities
commissioner appointed by her hus-
band to approve a stock-sales plan
praposad by his (and Iwr)bumnua

McDougal —
hlUngm:Mmuﬂnnlabauhnr
ties to the thrift operator.

oConspiracy: Former Arkansas
Judnemﬂd}hhmudelmm
Small Business Administration loan
to a real-estate company owned by
Susan McDougal. Half that money
found its way into the Whitewater
Development Corp.

Government i i

the propriety of the SBA loan, which
was inten>A *= b2lp minarity-owned

Clinton and James McDougal pres-
sured him into giving the money to
Mrs. McDougal and says he has
records to prove it. If so, the president
and his friend may have engaged ina
conspiracy to defraud the federal gov-
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Why didnt Clﬂtons deduct losses? |

By Jerry Seper

THE WASHING TON TIMES
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know why.

Bill and Hillary Clinton rou-
tinely claim $1 and $2 deductions
for used underwear on their fed-
eral tax returns but never took a
legal tax deduction for the $68,900
they claim to have lost on the
Whitewater Development Corp.

Federal investigators want to

_Internal Revenue Service offi-
cials, tax lawyers and others fa-
miliar with federal tax laws say

see TAXES, page A8

the Clintons legally could have de-
clared capital losses of up to
$3,000 a year over 23 years if they
lost $68,900 on Whitewater.

The tax deduction would have
been limited to $3,000 a year and
would have been taken against the
couple's ordinary income.

This analysis contradicts Paul
Begala, a senior presidential ad-
viser, who said the Clintons could
have taken a deduction only in
1992, when they sold their 14-year

TAXES

From page Al

half-interest in Whitewater to one of
their partners, James B. McDougal,
for $1,000.

Mr. Begala told the Wall Street
Journal last week that the Clintons
would have saved only $280 if they
claimed losses to cancel out the
$1,000 gain and “it wasn't worth it
because of the hassle factor"

‘Other White House officials have
said no capital losses were declared
because documentation was so poor
that it was impossible for the Clin-
tons to prove their losses.

Evenif the Clintons were “passive
shareholders” in Whitewater, as a
spokesman has said, they could have
legally claimed $3,000 annual deduc-
tions until the whole loss was written
off, the experts told The Washington
Times.

But the Clintons did not claim
these deductions at a time when
Mrs. Clinton was routinely claiming
tax write-offs for donations of used
underwear, sweat shirts, tennis
shoes, socks, slippers, stockings,
mittens, bikinis and *“Clinton for
Governor” T-shirts.

Mr. and Mrs. Clinton were joint
partners with Mr. McDougal and his
wife, Susan, in Whitewater, which
planned to build vacation homes on
42 lots on the White River in north-
eastern Arkansas. The project
failed. The partnership appears to
have been structured to enable the
Clintons to receive half the profits
with little or no investment.

The Clintons said during the 1992
presidential campaign that they lost
$68,900 in the venture, but questions
have arisen about the validity of that
figure.

Mr. McDougal, the focus of a Jus-
tice Department investigation into
suspicfens of illegal loans and cam-
paign fraud involving Whitewater
and his now-defunct Madison Guar-
anty Savings and Loan Association,
has said he does not remember the
Clintons losing that much.

During an interview with The
Times in April 1992, he said he
thought the Clintons lost “signifi-
cantly less" than $68,900 in White-
water.

In a Jan. 7 interview with the As-
sociated Press, he said he recalled
the Clintons investing about $9,000
in the venture.

The New York Times reported in
March 1992 that the Clintons had
taken $5,133 in illegal tax deductions
on their 1984 returns for a White-
water loan that should have been de-
ducted for the corporation.

Mr. Clinton at that time told re-
porters the couple lost $25,000 on
Whitewater.

James M. Lyons, a Denver lawyer
and longtime Clinton ally who was
called in by the campaign to write a
report in response to the Whitewater
disclosures, was the first to put the
Clintons' loss at $68,900. Mr. Lyons
prepared the report in conjunction
with the Denver-based accounting
firm Patten, McCarthy & Associates.

Mr. Lyons later acknowledged —
and The Washington Times reported
in November — that many of the
Whitewater documents were miss-
ing and that he had never discussed
the matter with the McDougals.

The Wall Street Journal reported
yesterday that Patten, McCarthy &
Associates in a March 1992 letter to
the Clintons said that “due to the na-
ture of the engagements and incom-
plete or unavailable records” *--

firm could not vouch for the accu-
racy of its findings.

The Lyons report, issued March
24, 1992, took no notice of the fact
that Whitewater had failed to file

corporate tax returns from 1985 to
1987. When inquiries were made
during the campaign, the Clintons
said the Whitewater tax records
were not available.

The tax problem was resolved in
December 1992 by White House
Deputy Counsel Vincent W. Foster
Jr,, who was the Clintons’ personal
attorney until he killed himself July
20. He filed returns showing that
Whitewater had earned no income.
The returns made no mention of any
capital losses.

IRS officials told The Times it is
not necessary for someone to have
accumulated capital gains to declare
capital losses.

They also said that if a taxpayer is
aware of the provision for the $3,000-
per-year deduction, he must claim
the deduction on his federal income
tax returns. Failure to do so because
of ignorance is not a violation of the
law.

Richard Morris, a former IRS
agent who works as a tax preparer,
said the capital loss deduction is a
common one claimed by taxpayers
and recommended by tax preparers
as long as it is claimed within three
years of the year in which the loss
occurred.

Three Washington-based tax law-
yers who asked not to be named told
‘The Times there was “no logical rea-
son” why the legal deductions were
not taken if the losses

“Sometimes a loss is a freebie in
exchange for other considerations,
such as regulatory help through a
government agency,” one of the law-
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Probe of first lady expected
to write new chapters in law

2

Ex Nancy E. Roman ,P‘\

WASHING TON TIMES

The unprecedented investigation
of a first lady for possible civil or
criminal wrongdoing in the White-
water-Madison affair unleashes a
host-of legal questions and strate-
gies, top defense lawyers said yester-
day.

The lawyers interviewed by The
Washington Times also said the pow-
erful Rose Law Firm in Little Rock,
Ark., for which Hillary Rodham
Clinton worked, may be vulnerable
to lawsuits as the result of the de-
mise of Madison Guaranty Savings
and Loan Association, which cost
taxpayers $50 million.

The relationships between Madi-
son, the Rose Law Firm, bank reg-
ulators, and friends and family of
President Clinton raise so many ethi-
cal questions that Harvard law pro-
fessor Alan Dershowitz will begin
this semester's legal ethics course
with an assignment to scrutinize
their activities.

“My nose as a legal professor

smells something suspicious in the
activities of the Rose firm,” Mr.
Dershowitz said. It is the kind of
elite insensitivity that Harvard and
Yale and other elite law schogl stu-
dents should be particularly sensi-
tive about.”

Mrs. Clinton, a partner abthe Rose

~ Law Firm, represented Madison be-
fore state banking regulators in the
1980s while her husband was gover-
nor of Arkansas.

see HILLARY, page A8

Questions have been raised about
Madison’s ties to Whitewater, &
northern Arkansas real estate ven-
ture jointly owned by the Clintons
and James B. McDof:!s.l' owner of
Madison, and his wife, Susan.

The lawyers who discussed with
The Times the first lady's potential
case noted several murky legal
areas:

@ Will executive privilege apply to
Mrs. Clinton?

® Because Mrs. Clinton rep-
resented Mr. Clinton in the White-
walter investment, i.s?attornq-cuem

rivilege applicable
: -Wii'fmriul privileges, such as
one that prevents one spouse from

147 sine amainst another, apply?

i et swnge of privi-
leges . . . spousal and executive priv-
ilege” said Gerald Lefcourt, a de-
fense lawyer in New York. “It's

almost a joke, but their conversa-
tions are protected by more privi-
leges than any other couple in the
mul;::g:uw privilege origin_ated to
protect the president and his staff
from releasing information that
could jeopardize national security.
Lawyers agreed that execuuve
privilege would not apply o any of
the Whitewater dealings because
they occurred long before Mr. Clin-
ton assumed the presidency. But Mr.

might apply o the allegations of a

1 Dershowitz said executive privilege

Whitewater-Madison cover-up.

Paul Rothstewn, a law professor at
Georgetown University, said execu-
tive privilege does not apply to per-
sonal information but it does apply
o information that might include
military secrets, for example.

“But it is conceivable to use ex-
ecutive privilege by promoting an
illusion that there is a danger in re-
vealing secret things,” he said.

Invoking any of the special privi-
leges will make the investigation
more difficult, Mr. Rothstein said.

“But there will be available un-
privileged material and witnesses
who will be able to provide a picture
of what happened” he said. “The
public's need to know will be satis-
fied, but it will take some time and
some digging.”

Mr. Lefcourt said that as the case
progresses David Kendall, the Clin-
tons’ personal attorney, may invoke
special privileges such as the

attorney-client privilege, which
would protect certain documents
drafted by Mrs. Clinton as her hus-
band's attormey.

“As a defense attorney it would be
my goal to preserve any privileged
material. I would certainly look into
it," he said. “You carefully screen all
documents and information to see
whether any privilege applies. I'm
sure that's what would be done here”

The Clintons also might attempt to
use marital privilege, Mr. Lefcourt
said “Spousal testimonial privilege
prevents a spouse form testifying
against another spouse to preserve
the sanctity of a marriage,” he said.

Mr. Dershowitz, however, said it
would be outrageous to claim that
privilege.

“I cannot imagine the nation be-
ing willing to accept the spousal
privilege from the president or the
first lady" he said “The only real
privilege the president has is execu-
tive privilege, and that comed at a
great political cost”

Mr. Dershowitz said he will ask
his students to examine the role of
the spouses of public officials.

“Since so many of my students —
men and women — will be married
to important public officials, I want
them to look at the relationship be-
tween practicing law and being an
advocate,” he said. i

Somany powerful people are mar-
ried to each other that potential ethi-

cal violations are bound to come up
more frequently, Mr Dershowiz
said. “The purpose of my course is
preventative, to make sure that no
student of mine gets himself or her-
self into this Hillary mess," he said.

Mr. Rothstein urged some le-
niency in this area.

“Unless you want to say **
of an important man can never apply
her trade, you've got to be lenient on

that." he said. “You don't want to dis-
able professional wives from prac-
ticing their trade.”

As for the legal vulnerability of
the Rose Law Firm, Mr. Rothstein
said the lawyers there would have to
have known of the shaky financial
conditions of Madison and then to
have actively helped the client cover
them up.

“1 don't know if there was that
tnd of involvement,” he said. “But
his is a new, forefront area of the
iw — to hold the lawyers and the

ccountants responsible of the
srongdoing of the managers of an
&L

For example, the accounting firm
Ernst and Whinney spent $5 million
on a legal battle before it agreed to a
$2.5 million settlement of the Fed-
eral Deposit Insurance Corp’s $100-
million-plus lawsuit against it after
the collapse of Franklin National

In the case of the Rose Law Firm,
Mrs. Clinton and another partner,
Richard N. Massey, represented
Madison before state regulators in
198S, using an audit by Frost & Co.
to show that it was solvent. Four
years later, the firm — in a case han-
dled by another partner, Webster L.
Hubbell, now associate attorney
general — sued Madison for the Fed-
eral Deposit Insurance Corp., saying
the Frost audit was bogus.
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Says some of
her actions
were his idea

By Judy Keen
and Dennis Cauchon
USA TODAY

FLIPPIN, Ark. — The man
who sold Whitewater lots says
he, not Hillary Rodham Clin-
ton, was responsible for her
role in two of several areas
likely to be part of a special
counsel's probe of the deal.

Chris Wade, who handled all
sales at the Whitewater Devel-
opment Co. Inc. property, says
he initiated her active involve-
ment, which critics have used
to undermine the claim of
President Clinton and Hillary
Clinton that their participation
in the investment was minimal.

Most of the 42 lots have been
sold in the 230-acre develop-
ment along the White River.

Only a handful of homes have -

been built.

Interviewed at his realty of-
fice here, Wade says, to his
knowledge, the Clintons never
visited the property.

“They were really passive
investors,” he says. That
changed when he urged Hilla-
ry Clinton to become more ac-
tively involved:

» He suggested that Hillary
Clinton seek power of attorney
over Whitewater in November
1988. That would have effec-
tively given her control.

‘Wade says the Clintons’ part-
ner in the deal, James McDou-
gal, was too busy with his fail-
ing Madison Guaranty Savings
and Loan to make routine busi-
ness decisions.

“That was my idea,” Wade
says of the letter in which Hil-
lary Clinton requested power
of attorney. “I couldn’t get
ahold of Jim because of the
Madison problems. Hillary and
1 were talking on the phone
and I told her she should get
power of attorney so we could
deal with some decisions on
‘Whitewater. I don’t know that
she ever did get it."

Bruce Lindsey, a senior Clin-
ton adviser at the White House,
says Hillary Clinton never ac-
quired power of attorney.

» Wade suggested that Hilla-
ry Clinton pay for a model
home on the property in 1981
to try to spur sales. To build the
three-bedroom, ranch-style
modular home on the 2.66-acre

Clinton borrowed
$30,000 from the Bank of
Kingston, Ark., in which
McDougal had an interest.

In 1988, Wade says, it was
also his idea that she buy back
the home from the estate of an
owner who went bankrupt be-
fore dying “Here we had a
loan on the house, nobody
making payments,” says Wade,
“We had a problem. ... (Her
repurchase of the house) was
the onlv wav.”

FRIDAY, JANUARY 14, 1994 « USA TODAY

¥~ She bought it in September
1988 for $8,000 and sold it two
months later for $28,000.

Hillary Clinton's involve-

ment in Whitewater's manage-
ment, as described by Wade,
runs counter to the Clintons’ ef-
forts to downplay their role.
still, says Wade, “Hillary
Clinton didn't do anything
— nothing Absolutely,
and that's not a guess. That's &
fact. 1 know it”

wade has turned over docu-
ments relating to Whitewater
to the FBI and says he expects
to be subpoenaed by the spe-
cial counsel who will invest-
gate Whitewater.

Meanwhile, Beverly Basseft
Schaffer, then the state super-
visor of savings and loans, says
a letter she received from Hil-
lary Clinton’s law firm request-
ing permission for Madison
Guaranty to raise money from
investors was routine and did
not imply pressure from then-
governor Clinton.

e e —

On April 30, 1985, the Rose
Law Firm wrote to Schaffer's
agency seeking the go-ahead to
sell preferred stock to shore up
Madison's net worth. The letter
asked state regulators to con-
tact Hillary Clinton or her col-
league at Rose, Richard Mas-
sey, if they had questions.

Two weeks later, Schaffer
wrote a “Dear Hillary” letter
saying the plan “is not inconsis-
tent with Arkansas law.” The
appropriateness of Hillary
Clinton's representation of
Madison in the request —
made 1o an official appointed
by her husband — also has
been questioned.

Madison was owned by

McDougal, the Clintons’ part-
ner in the Whitewater invest-
ment. The thrift failed in 1989
and cost taxpayers $47 million
to $60 million.

“Nobody in my office would
have any problem saying ‘no’
(to the Rose Law Firm re
quest) just because her name
was on it,” Schaffer says. “No-
body was going to get fired
over that. Bill Clinton was my
boss, not Hillary Clinton.”

Wade says McDougal han-
dled all of Whitewaters f-
nances while Wade handled
the marketing of the vacation-
home lots, surveying of the

property and the construction -

of access roads.
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Moynihanana_ll;f:

a tormengor as well ... ...

By Adam N
and William
USA TODAY

In the space of two months, Pres}-
dent Clinton flew to New York lo raise
$1 million for Sen. Daniel Patrick
Moynihan. He lathered praise on the
Senate Finance Committee chairman
(“Moynihan's got an IQ of 300," Clin-
ton exclaimed). He had the senator to
dinner at the White House.

But, in just the past week, Moynihan
has ridiculed Clinton's commitment to
welfare reform, saying he used it as
“boob bait for bubbas” to revive lag-
ging political fortunes waned. He
questioned the need for Clinton's
health care reform, saying: “We don't
have a health crisis in this country.”

And he led Democrals in calling for
a special counsel to probe the Clin-
tons' holdings in the failed Whitewater
Development Co. — lighting a flame
under the issue just as Clinton hoped
to extinguish it with a European trip.

For anyone who has followed the

relationship between the ca-
reer politician from Arkansas and the
Harvard-professor-turned-politician,
this marks another In a year of memo-
rable, if sometimes tense, exchanges
between two pioneers of the Demo-
crats’ moderate wing.

But as Clinton enters his second
year, the relationship looms as per-
haps the most important one Clinton

Welcl'l

mittee that oversees health and wel-
fare, has emerged as the president's
most important ally — and, potential-
ly, his most troublesome tormentor,

It Is no wonder that White House of-
ficials say they have invested more
energy in appeasing Moynihan —
from presidential phone calls to get-
ting jobs for Moynihan's allies to
neling funds to New York — than al-
maost any of his colleagues,

Moynihan's recent remarks sent a
shiver through the White House. But
in fact, they fit neatly into a pattern
that began weeks after Clinton’s elec-
tion, with Moynihan’s tart observation
that he could hear from Little Rock
the “clatter of campalgn promises be-
ing tossed out the window.”

Moynihan declined repeated re-
quests for an Interview. White House
officials, anxious to avoid a rift, were
intensely cautious in discussing some-
thine that has caused resentment in

some quarters of the adminstration.

“He has this wonderful qua]i!y ol

being always provocative, often i

and—mverymeoomslm
— Impossible,” Presidential Counsel-
or David Gergen said.

“The relationship Is very good,” as-
serts Clinton senior adviser George
Stephanopoulos, who spoke to Moyni-
han last Friday night in what other
aldes sald was an attempt to push
Moynihan into being supportive in his
Meet the Press appearance. Instead,
the senator called for a Whitewater
special counsel.

Asked his reaction to Moynihan's
remarks on the Sunday show, Ste-
phanopoulos, who had dinner with
him again that evening, responded:
“He's a very smart man who is often
misunderstood.”

Moynihan's defenders say there's
no personal animosity,

“He's at a stage of life and career
where he's going to say what he
thinks, and thank God for that — he's
a virtuoso,” says Sen. Joseph Lieber-
man, D-=Conn. “He disagrees with peo-
ple he talks to from time to time from
the administration, but I don't think
there's personal animus here,”

Others Insist Moynihan is deliber-
ately seeking to force Clinton to recog-
nize the political realities of the Sen-
ate Finance Committee, where
Democrats hold a thin 11-9 margin
which requires the chairman to fash-
fon compromises on such divisive Is-
sues as health care. And it doesn't hurt
for him to demonstrate some Indepen-
dence from the president.

Lawrence O'Donnell, Moynihan's
closet adviser, says the senator’s call
for a special counsel was meant only
as a help: “It comes from someone
who's been in W for 30 years
and seen a variety of things unfold. He
gives his experience to the president
for free ... And that's what he first
came to Washingion to do, to advise
the presidenL”

It is tempting to draw easy conclu-
slons about the relatonship with Clin-
ton and Moynihan. At first glance, it
appears the result of friction between
?;hmnl,:: ;ho has spent a life being

00| Washington government
and a newcomer, 25 years’ Moynl-
han's junior, who succeeded by attack-
ing the Institutions that have been
Moynihan's life.

Many of the suggestions — no mat-
ter how undiplomatically put — are

hich Pat M has reason to be-
lieve he knows more about than any-
one helping Bill c:inton. HIJ"I presi-
dential scholar Stephen Hess,
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Papers from Foster’s office draw
ia into Whitewater

missing m
%

The Whitewater-Madison contro-
versy, ignored by most of the media
until recently, has become the hot-
test story around.

It's on the front pages of daily
newspapers, a staple on the nightly
network news shows, and the subject
of lengthy articles in this week's is-
sues of Time and Newsweek.

But a month ago, a person would
have been hard pressed to find any
reports about the Whitewater Devel-
opment Corp., a failed Arkansas
land deal in which the Clintons in-
vested, or Madison Guaranty Sav-
ings and Loan Association, a failed
thrift owned by Whitewater partner
James B. McDougal.

Before last month, only The Wash-
ington Times and The Washington
Post had reported regularly on the
growing controversy.

The Washington newspapers ex-
posed details in the matter after the
disclosure in October that the Res-
olution Trust Corp., the federal
agency that disposes of failed S&Ls,
had asked the Justice Department to
investigate Madison Guaranty.

As Time writer George Church
says this week in “Searching for the
Missing Pieces" the magazine's
four-page report: “The press and
television paid almost no attention

until recently and then largely be-

/-

By Joyce Price

THE WASHINGTON TIES

cause it developed that a file relating
o Whitewater had been removed
from the office of White House coun-
sel Vincent Foster after he commit-
ted suicide last July"

The Washington Times" Jerry
Seper broke the story Dec. 20 about
the removal of the Whitewater files
from Mr. Foster's office. Media scru-
tiny of Whitewater and Madison has
since intensified.

“A story isn't really big until tele-
vision picks it up, and television dis-
covered this story around Christ-
mastime,” said Robert Lichter,
founder and co-director of the Cen-
ter for Media and Public Affairs.

He said most news organizations
ignored the story because “it's com-
plicated and esoteric and it didn't
seem to lead anywhere."

“What killed the story for many
news organizations was that they
[the Clintons] said they lost money
and nobody gained,” he said.

“So if nobody gained, why don't
they want to talk about it? A cover-up
of higher-ups is suggested. . .. When
it became a White House cover-up
story, television latched onto it"

Like Time's Mr. Church, Mr. Lich-
ter said the report that files were
removed from Mr Foster's office
was the catalyst for wide coverage of
Whitewater and Madison.

Tim Graham, the associate editor
of MediaWatch, a conservative me-
dia watchdog newsletter, said the

Clintons can thank the “Trooper-
gate” scandal for “getting White-
water on television.”

Network reporters played down
two Arkansas state Lroopers' accusa-
tions of womanizing by President
Clinton and pointed to the White-
water-Madison controversy as an is-
sue that warranted closer scrutiny,
he said.

Mr. Graham dismissed argu-
ments that the controversy's com-
plexity was a major reason the me-
dia ignored it. “Iran-Contra was
complicated, but that didnt stop any-
body” he said.

Katherine McQuay, spokeswoman
for NBC-TV, said her network aired
reports on Whitewater and Madison
“going back to September . . . but no-
body was paying attention.”

But Mr. Graham said he has
tracked media coverage of White-
water and Madison and that NBC
“did its first story on Whitewater No-
wmlm- 11. That was 12 days after

The Washington Post™ reported the
RTC request for a probe of Madison.

were active partners in Whitewater's
management and that Hillary Rod-
ham Clinton had sought power of at-
torney over the venture. The Clin-
tons had said they were only passive
partners in the deal
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By Dan Balz

To Rest of Its Agenda

Focus From Land Deal i

White House Redirects
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