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WASHINGTON, Jan. 20 - Rober! 
B. Fiske Jr.'s reputation for lntegrily 
and thorougl\ness is so entrenched 
1ha1 if he finds no wron11dom11 dunnA 
n1 s investtita11on ot 1h<' WhnewntC"r 
a11:.a1 r. ms 11nu10;::-- cou10 p~.u rumor. 

Man 
abou1 8111 and Hillary 
Chnton's business deal­
ings to rest. 

"The choice ,s one that 
you simply can'I argue 
with," said former 

Treasury Secretary Nicholas F. Bra­
dy, a close friend of former Presidenl 
George Bush and a college classmate 
of M r. Fiske's more than 40 years 
aen "He-'s not' nf 1hose 11uys who'~ 
always con<1uc1ed himself with mteg, 
nty," 

But Mr. Fiske, a 63•year-old Wall 
Street lawyer, earned his reputation 
by being an aggressive prosecutor ; if 
th<' Chn1ons M,•e some1h1nA 10 hid<', 
he could pose a iorm,dable problem. 
If he hves up to his billing, at the very 
least hi.s inves11ga11on will disrupt the 
hves of the First Family. 

In the 
News 

Blunt and Effective Style 
Mr. F iske's blunt and effective 

style was evident 1mmed1ately after 
he wa.s appointed today, when he 
cur, ly dismissed a reporter's ques-

An investigator 
whose findings 
will carry great 
weight. 

uon about the Whne House refrain 
that no evidence existed to sugges1 
the need for a special prosecutor. 

"I think we're past 1ha1," he said al 
the news conference. "I have been 
asked 10 do this Job and I'm going to 
do It." 

He said that he would hire a "s1g• 
mflcan1 number" of lawyers and m­
vesuitators. and that he would be the 
ki nd of hands-on prosecutor who 
makes 1he case rather than a counsel 
who simply sus back 10 make the bti 
calls and leaves the dav,1o-day work 
to vounj!er lawvers. · · 

At a ume when many cilenis prefer 
flashy lawyers, Mr. Fiske's style 1s 
umtormlv described a~ " workman­
hi.,·' and ··1nw•k"'V · 

He has rarely lost a b1,1! case. 1n 
large part because he docs not pro~• 
ecute unless he 1hinks he has abun-
0 .1111 <-v1denrf' 10 wm. In close c.a 11 

Mr. Fiske's colleagues say, he will 
look for more evidence rather than 
bnn1t a case, even if he dislikes the 
,arJ?<'t$ of an invesustauon or othe r<­
:lrC' ,·1amonn c wr nrosccuuor 

new investigation. 
Alan Levine. who tried 1he Scotto 

case wnh Mr. Fiske. said Mr. F,ske's 
<'n,s,•cxnmma11nn ~1\•ir d<W"";,; nm rn , 
Jt'l,. , l '" I ( \' 1 ' " •• ' ' 'l "l I " 

· · t i ~ .:- n,.. tiamnO\'al\l ;: , .. 11 . , • • 
Stretch of the 1magtnat1on OUI he's hOSIIIC WllnCsS Wtln ruS urm i,:raS[> UI 
businesslike," said Harold R. Tyler, a m!~u1e facts. 
former Federal Judge and senior Jus- We had on a tape the fac1 that 
uce Department ofhcial . who flrsl Scotto had ha~ded over an envelope 
met Mr. Fiske ,n the 1950's when he to the Comm1ss1oner of Ports and 
was a young lawyer and Mr Fiske , Terminals," M r. Levine recalled. 
was a summer Intern · I "Scollo had said that there were Ila• 

Mr. Tyler ulumately became one of ets to a political event in the envelope, 
M r. Fiske's most import.ant mentors.• but Bob was ab\e to show through h~s 
As Deputy Attorney General in the cross-examma11on and , througl\ his 
Ford Admin1Stration. he persuaded quesuomng of other ':".''tnesses how 
the President to name Mr. Fiske as unbeilevable that was. 
the 10p Federal prosecutor in Man- Other lawyers who worked with 
hauan. Mr. Fiske recalled his restraint, and 

Mr. Fiske is also a protege and said he can be conservative in mak• 
former panner of Lawrence E. init dec1s10ns about whether and hOw 
Walsh, daunJ! from the oavs when th<' 10 rha r~<' ootcntl~I defendants. 
two worked 1oge1her at the Wall "l rememocr an mc1aen1 that 
S1reet fi rm of Davis. Polk & Ward• quickly showed his mettle," said 
well. In 1986, shortly after Mr. Walsh Frederick P. Hafetz. who was the 
was appointed independent counsel 10 chief of th.- cnmtnal sect ,on under 
inveSligate the Iran-contra affair, he Mr. Fisk<'. "When he hrst came in as 
turned to Mr. Fiske for advice.about United States A Homey, a young pros-
who to select as his deputies. M r. ecutor had a large and complex fraud 
Walsh ultimately con.s,dered selecl• -­
mg as his depuly either Mr. Fiske or" 
Bernard w. Nussbaum. who 1s now A thorough 
White House counsel. but 31 the time. 
neither man was able 10 take the Job 

Two Different Styles 
Although Mr. Fiske admires Mr. 

Walsh, their styles are different. Col­
leagues of both said today that ii 
would be a m1&take to assume that 
Mr. Fiske's mvestigation would end 
up as fruitless as his mentor's. 
Among other things, they said. Mr 
Fi ske 1s more decisive, moves faster 
and 1s able to recognize when he 
cannot make a case. 

Mr. Fiske, a Republican who was 
appointed United States Anorney b>' 
President Gerald Ford in 19i6, sub­
mined his resijlnation when Jimmy 
Carter was elected President, Bui 
Mr. Carter kept htm on at the· sugges­
uon or a number of Democratic ad­
mirers. mcludtnll Senator Daniel Pal • 
rick Moynihan of New York, 

Mr. Fiske broke 1he conven110nal 
mold or a Unhcd States Auorney b)' 
personally 1rym1t some of his office's 
b1gjles1 and most difi 1cull cases. Ont­
ca se. 1nvolv1nA Anthon,· M. Scono. ~ 
leader of thr lnternauonal Long, 
shoremea's Associauon, was brought 
by Mr Fiske wnh the aid of a youn1, 
aj!ent of lhP Federal llureau of lnve~• 
1111a11on, Louis Frech. ;\Ir . Fr~eh. wh1, 
1s now 1he Director of the bureau, met 
toda v w11h :-.1r. Fisk<' to discuss who; 
ru1c 1111: F.1:..1 w, 11 be playing in the 

investigation of 
the Clintons 
appears certain. 

investiitation against a hlgh,v,sibility 
person. Fiske made the call not 10 go 
on the case because he didn't think 11 
oould be proved. 

"It showed real gu1s tha1 he had the 
judgment 10 say no, panicularly be­
cause 1nvesti1tatlons often develop a 
momentum of their own. And II was a 
call for which he earned the wide 
respect of the office." 

llut Mr. Fiske has nol always 
moved smoothly between New York 
and Washm111on legal circles. Almos1 
flvf' vears aS?o, some conservative 
Sena1ors succeeded in shoo11ng down 
Mr. Ftsk<-'s orooosed apoo,ntment to 
be tn~ l>cpul ,. A110rney <,eneral ,n 
l he Uush A<1m1n1stra11on. 

lhe proposed appointment was op- . 
posed because 1n the 1980's he headed 
a comm11ttt of thr American ~:11 
Assoc,auon ma t qucsuonco som(' o' 
Pres1dcn1 Rona ld Reagan's nomint'rs 
for the bench. Cr iucs. led by Senator~ 
Strom Thurmond of South Carolina 
and Charles E. Grasslev of Iowa, both 
Reoubhcans accused ·Mr. F1skr n< 
unacrmmmµ e11on ~ 10 resnapc rn, 
courts in the Reagan mold. 
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The conservatives contended that 
Mr. Fiske had erred in seeking 1hi 
v,e,.·s of the A lhance for Jusucc, a 
liberal group in Washington. The Se11-
a1ors painted this as part of a conspir­
acy, ahhough Mr. Fiske maintained 
1ha1 he was merely trying to find oul 
whether am· of 1he nominees had 
histories ot' d1scrimma11ng a11ains1 
women or members mmonues 

Mr. Fiske left 1he bar assoc,auon 
comm111ee s,hortly before 11 issued a 
d1v1dcd appraisal 1ha1 contributed I<, 
1he failure of Mr. keaizan s nomma• 
110n of Judee Roben H. Bork to the 
Supreme C.ourl. llul the appra1sa1 so 
angered the conservauves that the 
normally staid bar assoclauon be­
came a target of searing cr111c1sm. 
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R~no 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 Bil, 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 1976, 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 me~ing 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 ti 
lady under oath with the aim of conducting an independent investigation. 

The president and Mrs. Cl i nton 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•oney from the 
thrift, Madison Guaranty and Savings and Loan Association, into 11M Whitewater d 
i nto 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 s ecretly and illegally owned ti!' the Bank of 
Commerce International. 

Fiske said he has not discussed his assignment with Lawrence W~h, a special 
prosecutor who released his final report on the Iran-contra arms-for-hostages de 

**** filed by:UPI-(us) on 01/20/94 at 09:53EST •••• 
•••• printed by:WHPR(JEL) on 01/20/94 at 10:03EST •••• 



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 
testi mony 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,' 1 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 

**** filed by:RB--(--) on 01/20/94 at 09:59EST **** 
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p,1-Whitewater-Special Counsel, 2nd Ld-Writethru, a0532-449, 500 
URGENT 
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 like ly 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 enabl ing 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 wee.k 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 Ja.mes 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 i nvestigated is whether Madison funds were diverted to help 
retire Cl inton' 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 appoint 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 s uccumbed to political pressure Jan . 12 and asked her to 
appoint a special counsel, she vowed to selected a ''ruggedly independent •• 
prosecutor. 

**** filed by:APE-(--) on 01/20/94 at 09:39EST **** 
**** printed by:WHPR(JEL) on 01/20/94 at 10:04EST **** 



Whitewatei; public money ~d Corigr~ 
... .. 

W: it has been asked, is there any need l.br a 
congressional investigation and Capitol Hill 
bearings In the Whitewater aJiair now that 

' Attorney General Janet Reno has acqulesced to 
demands that she appoint a special prosecutor? Don't 
such undertakings by lawmakers serve merely to 
undermine the inquiries ol. prosecutors? No. 

Even though Lawrence Walsh blamed the fact that 
he came up empty-handed In part oo the Immunity 
granted to key Iran-Contra players by the select CX>D· 
gressional committee that first delved into the scan­
dal, the truth was that there wasn't a vim web of crim­
inality ID be prosecuted. Mr. Walsh got into the nasty 
habit ot assuming that everyone be targeted was 
guilty, ~r. and the lack of evidence to support 
that assumption was somehow evidence of an eYen 
more sinister oonspiracy. Even if the oonvictioos of 
John Poindexter or Oliver North had not been over­
tw-ned on grounds that their Immunized testimoay 
before Congress tainted the accounts of witnesses 
against them, Mr. watsh would still have closed shop 
with a mlnlmally feathered cap. The fact that he 
didn't bag President Reagan, President Bush, Sec­
retary of State George Shultz and so oo had oothing 
ID do with the fact that Congress held hearings and 
everything ID do with the absence ol. evidence ol. 
wrongdo(.ng. 
.. The IJl06t Important reason for Congress ID hold' 
hearings on Whitewater, beyond the need to give the 
matter a much-needed public airing, is that Whi1r,­
warer, tangled as it is with the failw-e of the Madison 
Guaranty Savings & Loan Association, speaks to ooe 
olthe IJl06t pressing legislative issues facing the Con­
gre.s.,' banking oommitllleS: reform of federal deposit 
insurance. 

Madison Guaranty cost taxpayers SSO million in 
a fiasoo that seems to exemplify the problems with 
federally Insured savings and loans. The thrift, 
owned by Ointon friend James McDougal, was char­
tered by the state of Arkansas, but was federally 
insured. 1bis 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 regulatioo or political hanky-panky would fall on 

.. 
the.taxpa)ws of Artansu, and would be their prob­
lem ID deal with. But when it is the taxpayers of the 
nation as a whole who have to pick up the tab, there 
is llttle pre,isureoo~ to clean up their Jess. 
than-scandal-tree political and financial enviroo-
oleDt . ~ .. .......... ;-_ .• .,•..)' . • .. . 

Some apologlsis l.br the president baYe said that • 
anything unseemli. regarding Madison and White­
water Is oo big 'deal, just the way business is done In 
Arkansas. Well, it Is up ID Congress ID ftnd out just 
how business is done In that state, and it it Is u shifty 
and Incestuous as it seems, it is up 1D Congress to 
change a system that puts kderal guarantees behind 
such business practices. 

Rep. Jim~ the Iowa Republican and rank­
ing minority member oo the House Banking Com­
mittee, has done yeoman service to catalog the reg­
ulamry breakdown at Madison Guaranty and pursue 
a careful invesligatioo illlD whether such failings are 
being repealed in Arbnsas and other states. Mr. 
Leach points out that Madison st1l)'ed open loog after 
it was shown ID be ln9olvent and continued 1D be "a 
privare piggy~ 1>r Mr. McDougal and his asso­
ciates. The amounf ot loans given ID officers. direc· 
tors and executives,olthe thrift exploded ooce Mr. 
McDougal bought tt; bailoooing from $500,000 to$17 
million. Mr. Leach argues compellingly that Con· 
gress should tnquire"lnlD whether the growth ot 
such insider loans should be made a warning signal 
that a thrift's assets are being abused. The account• ' 
ing and documentation at Madisoo WU a disasler. 
Why? AndeYell more Important from800ll8les.gooal 
point ot~ how? How is it that a &lderally imured 
institution could bumble aloog, burning mooey, and 
seemingly burning the records as well? 

These are ques1ions that a special prosecutor -
~ illlDthespeciBc questioos otwhedlerthe pres­
ident and/er his wife wereillYolwd inaiminal ~ ­
doing- will not and cannot address. Aside from the 
issues of presidential scandal, this is an opportunity 
for C'.oogress to find out how ID save ~rs from 
more Madi.sons in the future. That's what congres.. 
sional Investigations are supposed to be about, and 
now is the time &>r lawmakers to do their job. 

Th wa SktVJjf-OY1 T; rn !,S 
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Whitewater counsel 
~Iettoo;--0ffiCials~ sii",- 1 
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n. · bli p· 1,,.;. 1oan1 anc1 channeled ,oiqe o1 t1ie 1'.epu can ISM; .. cash ID' Mr. Clintoo'I ,ubefflalllrill 

tfr:M'oet 161J fooay -~ii ... ~ -t "-J b J' hla • ,._ -~ • •. . ~ 

. • White 1F!. } -·-
BY ~Seper_- · \ •.,· , . . . ,- •r; northern. • · . , , or j) 
1>4i~y- ! ; ,. I • 11 ~y ,. nl~. , , ..._ 

- • •• ' • , ; :. 't..-T'O ... - ~ '( ~ · 
Robert B. Ftake ,h;. a rormer us. : , . , 

·•ttb~ey In fiew )brk, U expected. to fal_l~'!v;'1~~ . •. , -/ . . 
be named ~y by' Attorney General Mr. P1alie 
J~Reno~ spe<:laJ 0

p0W1$el ,to lo- Sou~ . 
~.&~ Presldcnt "ind Mrt. Clm· 1'J_anJijl 
-,o'a lnw1',emcnt In the Whitew1tel' ifie Carter·• 
Madi9Qn affair; J ustice De~t _)bri-~Jf 
oll'l.clah'Jifd 1Ait"rilihC•:· - ~·---;: : ~·s. · tinm•ix►, . 
(; 'jbe 64-,.:.:-•-"J ll ' ubli" • who I • 1m.' ~ .• • ,.,...~ ep can, . • . ' 
rep911edly_wu one of three .!,awyerJ. d)e , . ~ · 
on, a short u.t or candldatea, will ~ ,n& . _ -~ 
us~ by fd.lss.R.eno tu look Inti> 1 - In 1990;; 

\ \ f inancial rrreaularitlea · inwlvina tratioil,'"\Me 
Mr. Clinton, the first lady and the Thoniburift.~• 
ownif, off fajl~.~~ aav}e~ ap~ted l.~ ' ~ 
and'loin. -· - -- -- --"·· ~ • er!k~; . . 
:-Mt•t'J{ibq_ ~~ :dlwi~~ J ~ l 

around rules to.r the probe with M~ 1 ~.w:.W 
flsb> the official said. · · •...,. , -rt. ~ ,.;..::; .....;......, • - >-,~-,.,-, t· :....,_.._ 

r •""' e~ appp111 ... , •• ~u;om~ , -~ 111, 
· .tter, the p~ldent sUCQlfflbed to lion.'~ 
damoroit• b~san demaodsJhat ◄- l..1 ·.· t:::•~ 
• ) ~ couhsel be namea tlf liM(· 1• r~-~ 
ti&•'" c~ea that J9me1 B. ~ £" i ~ 0oup1. owner ot the now-detunct • · 
Mi$!>~ Guaranty Savina• "1d ! -,., 
l41f 'Assoclatlon~: luued . Ille&~ . ;:i,11 • . 

·"'( i,.._- '°'f•, • ,r'."'~ • .J. --._ • :: ~ i.,.~~_;~d._5•. 

FISK 
From pag~ Al , . ••-,, .. ·, · ),, • ,. <, .. ,{ . : • ,,:. . 

Most recently, he has represented 
key defendants In the Bank or Cre<fit 

, and C:om\l\«;f1:C lnternatlooal ~ra.ud 
case._He ·p~ously helpe;I his for­
mer law partner, Independent coun- · 
sci Lawrence Walsh; choose a staff 
to Investigate the lran-COOtra scan• 
dal 

According 19 J ustice Department 
olficlals, the selection came after a. 
weeklona search, with• decision be­
Ing made late yeaterday. 

The sour.ces said other short-1.i.n 
candidates included Dan K. Webb, 
former U.S. attorney in Ulinois, and 
KeMeth W. Starr, aoUcltor general 
duririg'the Busl\_~.btratiOC¼! . ~ ; 

Others mentiooed Include forilier 
Sen. Warren Rudman, former Su• 
preme Court Justice Byron White, 

-.- ,......, ...... ., ,. ... ""~,,., 4nhur Liman~ 
, _ _.: _,.. .. . .... , ... , ,, u l'~ s g::r.traJ 
Griffin th.:l and BcnJamm Ci\il..:tt1, 
former Senate E1h1cs Comrnutee 
counsel Robert Bennen. forme r U.S. 
.\ttornc;s ~lichacl Ra:; l:,-0n end .-\n · 
ton \'alukas. and Reagan admimstra • 
uon \l'h11e House Counsel A B. 
Culva h~use 

~llH Renti hJJ reJec1<-d e:irly de• 
mand \ 10 app<,in1 a <r<><:1al ..-ounsel 
,n the co~e .... ~ym~ 11 \ \ OU IJ r.ol ~uar• 
an1ec indop,:ndence She said the ap· 
po1niee would ,1111 'M>rk for her 

St-.l· t'.:.1J -;:..:~;n: ... :t.·d :hat :,he \\ <Juhl 
he rci.:t.:pt :·,._ tr, \\:tllin~ unttl Con• 
"res~ pa~se\ 1hc: lndl'Jl\"11dt>nt Coun• 
~4..•I .\ CL \~ .. < h '-"":.:tJ J l!t~·.-. J tt-~t·t.· 

judge panel 10 appoint an Inde­
pendent, outs.ide investigator in the 
cue. Her position changed after the 
White House decided OIi },an. l2 that 
the a,ppolntment of a speciat"COW\JCI 

~a.:;e~~ said I A3$lstai'lt. At· 
tomey General Jo Ann Harris, who 
beads the J ustice Departmeat'i 
criminal division, played an Integral 
role in helpina to 04rrow the choice 
to Mr. Fiske. 

Mrs. Hurls is a former assistant 
US. attorney In New "rork who •~­
claliud In wliite-<:Ollar tu, 9ecllri· 
ties, antitrust and tra11d cuea; pro 
bono defense · of Indigents; and 
teaching law students and young 
lawyers. . 

• The special co~be uked ,tJ;...;.. a ' bU ., .a::;_ ·1&Del':''. 
l~~ on\: .. ~ -~ die" 
tangled financial dealinas Involving 
Madison, Whitewater, the Cllntcns 
and t; ,-.. • - -

Mr. f'1ske was not available ia,­
mght for comment. A call to hi s Dar• 
ien. Conn .. home was answered by a 
woman who said he was not home 
and \\ Ould not be an11lable fo r com• 
ment until today. 

Repubhcans. led by Senate '.\h• 
nonl)' Leader Bob Dole of Kansas 
a nd Rep Jame, Leach of Iowa. the 
rankin g Republican on the House 
Banking Comm11tee. have call ed for 
a special counsel fo r wee ks. The 
Chntons steadfast!)' opposed such • 
probe but ) ttld~d nftcr II Demo 
crat1(' ,er.a11,rs joined :he Rcpubl1 · 
can, in d<k ing that a <pec,~I co~nscl 
f-ier .\; ~ 

Mias Reno repeated her conten• I 
lion that no one she chooses will be 

.seen u truly Independent, but she 
argued; "It la Important that public 
confidence be preserved and that 
the public laiows we a.re doin& -,,: 
thing we can. ••. People ha...e 1ubmlt­
ted a number or lists, but we ·will 
consider everybody possible to 
make sure that we select the person 
who can be fa,ir, Impartial, and who 
has • reputation for integrity and 
skill,• she said. 

Justice Department lnvestlaaton 
haye been lookina inlD the White­
water-MadiSOO atrair for montha. It 
was nrst bandied by U.S. At10rney 
Paula J. Casey in Uttle Rock after 
the Resolutioo 'Il-ust Corp., which 
OYeNeea failed sa.r...: ~ ~o qim-
1na1 refuralt' litvol~ ~ ID a 
berofflce. .,,.,,....:l'r!"-Jll:Jt.l,• • , ., • • 

Later, she recused herself when 
press re:,or1 ~ CO'lfinned that she 

("1, , I 
.. .... .. 5 ... ... ... . :.... • 
was married to a man Mr. Clinton 
had a ppointed to a state job in Arkan· 
sas. 

'.\luch of what the spec ial counsel 
is expected to examine will be doc­
uments released last week by the 
ll'h1tc House showing the Clintons' 
tn\'Ol\'emem with Whitewater. The 
\l"hne House has released 10 boxes 
of \\ll11e" ater docu ments but has 
declined to make them public. 

Some or the records include those 
iak<•n frc,m the office or Dcpul)' 
\\line Hvu,e Counsel Vincent \Y. 
f'o,1,r Jr . v.ho killed himself Jul)· 
20 
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10 separate health and welfare legis­
lation, wi1h welfare a decided second . 

Mr. Moynihan is n J)OWCrful o ppo• 
ncnt as c hairman of the Sena te 
Finance Committee becuw:.c he 
knows how to fi~ure. Sixty votes :1rie 

necess.iry to b reak a filibust~r. A fili­
buster is likely if 1he Clintons ins ist on 
employer-paid health care and uni­
versal l'ovcrnt,?c. 

Reformini: welfare is much les, 
controversial; many liherals hnvt.· 
joined c.~on ~ervativcs in not in~ t11111 
the importance of Wlrk and n.·srttu1 .. 
sihil ity nre tictl to fHmily va hu.•:­
(Many h ave not.) ThO$t.' who sc."t" \\'Or!\ 

as "punitive" arc like pcrmis!'-1ve par· 
cnt:,. who never teach their (lnldr\'ll 
limits. Such indul~encc inv<.irial)t; 
cripples. 

Growing nurnhe rs of tccn -af~c.·n• 
,1nd eve,i family p la nning entlms1u, 1~ 
can once again t:ilk ah(lut tht..· \'irtth:s 
of teen-age virginily without s mirk · 
ing. The 1alk is of devo1ion nntl love. 
not raw sex. If these moral a11i1ud,·, 
can ~pill over into our under..t.1ndi11u 
of welfare reform , linking love an<! 
work :1s stRplcs of a sccun: !'>()(:iety, 
Mr. Moynihan's lon1t .inention span 
(and memory) mij:hl be rewarded 
wi1h n."form nnd rt"'union nl last. 



N.Y. Lawyer Fiske 
Is in Line to Head / 
Whitewater Inquiry 

By Michael lsikoff 
Yt•~-PMI Stiff WtwN 

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 aen• 
era! and federal judge Kenneth W. 
Starr and former U.S. attorney and 
lra-tra prosecutor Dan Webb. 

Fiske was described by depart• 
rnent officials and outside lawyers 
as having unu.sually 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 or 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 
or Justice Department officials, in• 
eluding Criminal Division Chief Jo 
Ann Harris, who worked in the U.S. 
attorney's office under Fiske, and 
FBI Director Louis J. Fre<!h, who 
had been one of the top aaents 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 judiciuy 
while chairman or an American B•r 
Association screening comm111c~ 
Crom 1984 to 1987. 

The selection comes more than a 
week alter Reno, faced wnh a for• 

mat request from the White House, 
agreed to name a specill counsel to 
take over the department's inves­
tigation into allegations of posSl'ble 
wrongdoing involvin& Clinton's in• 
vestment in Whitewat.er u well as 
the company's t ies to the failed 
Madison Guaranty Saviogs & 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 GUJranty was owned by 
James McDougal, who, aloog 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 
lut wttk 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, findina a candidate 
proved difficult. 

Sources said one significant prob­
lem was potential coollicts of inter• 
est. 

At least some ol the lawyen ini· 
tially under coosideratioo worked 
for flrmS that have represented 
prominent savings and loans. Ju,. 
lice Departme.nt officials wen con­
cerned that such ties miaht raise 
too many questions. 

One example was former Carter 
acfmjnistration attorney general 
Benjamin Civiletti, who had been 
suggested as a possible candidate 
by congressional Republicans. 
Civiletti's Baltimore law firm, 
Venable, Baet,itt, Howard & 
Civiletti, was sued by the state of 
Maryland in the mid-1980s as part 
of a savinas and loan scandal. 
Civiletti said yesterday that while 
he had gotten a messaae to call the 
Just ice switchboard this week, no­
body got back to him dter he re­
turned the call, leading him to coo­
elude he was no longer in the run­
ning. 

But equally troublesome, sources 
said, was findirig a candidate .,;1i; ... ~ ... . . . . 

.ovine invc.uguors believe a 
complete sn,estigation of the 
Wlutewater matter could take more 
than a year and could require an 

array of hard~ged prosecutorial 
tactics, such as threatened indict• 
meots and gnats of immunity to 
key players. 

One administration official said 
yesterday the investigation •could 
&et uaJy." one reasoo 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 
~""' ~"': rr•-~~:' L... Prtsident 

• __ .•• ·"" v.S. Court 
of .\weals for the D.C. Circuit at 
the unusually youna age of 37: he 
later was solicttor general in the 
Bush administntion. 

THE 1·,sH1-.cTO'I P~T '2.8 



Reno Is Said to Chaos~: -
New Yorker as Couns~--

BySTEPHEN LABATON - / '~ 
SpN"" ltt llw""9Y.,..f111111,n V ._ 

WASHINGTON, Jan. 19 - Anorney circumstances or the death or Vinca:- ­
General Janet Reno has settled on Rob- M. Foster Jr. At the time of his suK:C 
en B. Fiske Jr., a New York lawyer last July, Mr. Foster. a deputy ~ 
and a Republican, to be lhe s~lal House coon.set and lontttime lriend.llt 
coun.sel to 1nves11gatt lbt rea l estate Mr. Clinton and his wife, Hillary, r... 
investments of President Clinton, an been handling some of their lnvotC 
Adm1nls1ration 0Hic1al said today. ment with the Whitewater Develep,,: . 

Ms. Reno and other senior Justice ment Company, the real estate t>c; 
officials were described today as oom- ness that the Cllntons owned willl> : 
pleting their work on the appointment James and Susan McDougal. :::: · 
and going through a final background The search for an independent ~ · 
check on the selection before making set had thrown Into question the lnv.C: : 
the announcement. ligations by the Justice Depanme,w,· . 

Aides 10 Ms. Reno said lhat she could Into the Whitewater aflair. Mr. Mc[C" 
make the 3nnouncement as early a.s gal also ran an Arkansas savlnas 91!t: : 
Thursday morning at her weekly news loan that failed alnl0$l rive years ajii;: · 
conference. The conlerence was sched· and investigators have been examl~ : 
uled even though the Justice Depan- whether the Institution, Madison Cuiil;­
ment was closed because of the cold anty Savings and Loan Assoclatklr; 
weather. improperly funneled money Into Whili;. 

Mr. Fiske, a 63-year-<>ld partner ln water or into Mr. Clinton's 1984 ,:: 
the Wall Sireet law firm ol Davis, Polk election campaign whe.n he was eo-...;. 
r. Wardwell, was appointed by Presl• nor of Arkansas. : : 
dent Gerald R. Ford In 1976 10 be the Separate investigations have be,ai.­
United States Attorney In Manhattan, conducted over Madison's rel.at= 
and held that posiuon until 1980. He has to Whitewater and a noce appare 

• I had a series of high-profile clients In left by Mr. Foster. As Mrs. Clint • 
recent years on both political and ft. law panner in Little Rock, Mr. F- · 
nance circles. He did not respond today handled some matters relatln& ::. 
to several messages ldt 11 his home tn Whitewater and Madison and w~ 
New York and his omce. died, Whitewater files were founctZ'. 

Seasoned LltlplOI' office. They were secretly sent 10 ~ : 
Clinton's family lawyer, David C, · 

In selecting Mr. Fiske. Ms. Reno has dall by the White House counsel a-• 
turned 10 _a seasoned and widely re- nard w. Nussbaum. ' ..:; 
spec1ed litigator who Is ltnown for his Although a Republican, Mr. Fi~ : 
low-key, yei effecuve approach lo- has many friends who were tawye~ ; 
wards cases. J_ustice Dtpanment olfl• New York and now hold senior ~ ­
clals have sa,~ that Ms. Reno has lions In 1he Clinton Admlnlstratiiiii;- • 
struggled 10 fond a person of un• Those officials involved in his select1!11r:; 
ma1ched lnteg~lty, particularly so that included Deputy Attorney Ce~• 
If no wrongdoing Is ultimately found, Philip Heymann and Assistanl At~ ! 
she would be able 10 deflect any crltl• ney General Jo Ann Hams, lhe hea~: 
cls m about the 1ndepe~ and thor• the cnmlnal d ivision and a former ~ • 
oughness or the lnvesllgatlCIIL York prosecutor who has worked ..;.. • 

_During the Bush Administration, Mr. Mr. Fiske. - ·: 
Fiske had been selected to be the No. 2 ---- -------== • 
orticial at lhe Ju.slice Dtpanment. Bui • 
he wilhdrew his name from consider&• 
tion as Depuly Attorney General after 
a pro1racted battle with conservative 
Republican senators. Mr. Fiske had 
been c.hairman of the American Bar 
Associa1ions committee on lhe Federal 
Judiciary lrom 1984 10 1987, a 1,me 
when the A. B.A. panel criticited some 
or President Ronald Reagan's choices 
for the bench. 

Nonetheless, Mr. Fiske is highly re­
garded in New Yorlt circles as a liuga­
tor and defense lawyer. A nallve of 
Brooklyn, he graduated from Yale Uni• 
vers11y and earned his law degree at 
the Unlvers11y or Michigan. He has long 
been considered a leader of lhe New 
York bar, and many of his friends and 
colleagues now have senior positions In 
the Clinton Administration. 

In 19~. when one of his former part• 
ners from Davis. Polk. Lawrence E. 
Walsh. was named 10 be independent 
counsel on the lran-con1ra Investiga­
tion, Mr. Fiske was consulted by Mr. 
Walsh about what lawyen 10 be ap­
point as lhe deput~ In lhe Lnvestlp­
t iOI\. 

Delendln& Clifford 
Most recently. Mr. ;. •N• 

news as a defense la\.t 1 c, h,r \...1.s r"- ,,i. 
Clifford. the lawyer and lobbyist who 
advised lour Democrat ic Presidents 
and later headed a Washington bank­
ing company that was secretly and 
1llegally owned by 1he Bank or Cred11 
and Commerce lnternar,onal Mr. Chi• 
ford. who was never tned because or 111 
hta ll h. ul11ma1ely sw11chcd lawyers be· 
cause he di sagreed w11h Mr. Fiske's 
advice that he not respond publicly 10 
accusa11ons 1ha1 he ,. as involved on 
wrongdoing ' 

One o r the spec,al counsel' s firs, : 
du toe ~ -... 111 be 10 -. ork our w11h the 
A11orne y Gtne ra l the scope or hos a, . 
s,gnmen1 In partoculH, 1he Justw:e t'• 
par1 ment mu\l C::<•c-Jdt .,&,,o;I whclht 
lhe counstl will J \so 1nvtst1,tate th 

'·\., ... 
~\ 
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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 Rodha■ Clinton in the Whitewater development, legal 
sources said. 

Among the top contenders are former U.S. Attorneys Robert Fiske of New 
York a nd 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' 19808 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 h is mind as 
the Whitewater affair threatened to overshadow his European tour. 

•••• filed by:KR-F(--) on 01/19/94 at 23:54EST •••• 
•••• printed by:WHPR(JEL) on 01/20/94 at 10:0lEST **** 



~C-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.• 1 

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 toes 
went away. There was the saga of t wo 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 ~ 
I'm hoping that the president didn't get caught up in something illegal in 

the Arkans as Whitewater deal. I already know that he has done something dumb 
about it in Washington. 

X X X 
(Myrne Roe is an editorial writer !or The Wichita (Kan.) Eagle. Readers 

may write to her at The Wichita Eagle, 825 E. Douglas Ave., Wichita, KS, 
67202.) 

•••• filed by:KR-F(--) on 01/20/94 at 09:17EST •••• 
•••• printed by:WHPR(JEL) on 01/20/94 at 09:57EST **** 
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be-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 subco1111Dittee, 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 indic ted 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 us ed 

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 hos pitalized in Little Rock in 1986 for ' 'florid manic 
episodes '' i n which he '' felt invincible and used poor judgment with money,' ' 
then a t other t i mes '' feels worthless and sees little hope for the future.'' 

Tl judge sent McDougal to the Springfield, Mo., medical prison, where 
doc t ,. s · ·concluded that Mr. McDougal was mentally competent to stand trial 
and was not suffering from a severe mental di s ease 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 s aw 
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 



···- ~· -- _._--:: , 
4 .. . ., ..A. 

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 

enough ··cornbread English'' to explain complex financial transactions to the 
jury. 

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 
month1 d isability check. In 1986, he had an operation to clean out the 
carot a rtery that was causing blackouts and causing mini-strokes. He can 
read Li ·ee minutes, then his vision blurs. His teeth were falling out before 
the tr ial. 

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. 

**** filed by:GN-F(--) on 01/19/94 at 18:lJEST **** 
**** printed by:WHPR(JEL) on 01/20/94 at 10:0lEST **** 



NOTEBOOK 
w HITE\\"ATER R.\PIOS: There·s no eas, """" 10 chsoel 
c:1·en concern about the: Cl1111om mess,· 111\0llement 
" 'ith \ln ite\\'att:r Del'elopm e m Corpora tion: but th<' 
1 espo1h<' o l tilt' Jdm1n1,tra11nn ,, 11w,tifnngi1 cie lt'n~11·,. 
l\n, nm tht' lulk,1 puhitr d1,do,urr: 11·1" 1101 tilt' n11,,t 
1ndepend t'111 in,t'<11ga11on o,,_sihle, Tiu, is not a matter 
01 pnrnc1. as tne ,tace trooper, ci1'cred1teo reoorts \\'C:rt' 
It ·s a mauc:r ot pll hhc i111c: rest. In parucular.janet Re no·, 
clec ts1on not to apoo111t a ,peciai prmecmor to m1·esi1-

, olu ",uc oroizram :md no pohucal stratel!\ I: 
1110 mu,um \ lad1mir ZhinnoYSk\' has shown h1msel1 10 
be a buffoon. and while buffoons do occasionaill' inn 
po"·er in place, lil.e Rus.srn I and else11·here 1. h1, ascen­
,1011 1< ne11her 1ne,·i1ahle nor 1mmed1:11<e. '.\lea111,h1le. 
1here·s no 1an1?101e s11?n 1ha1 Russia h,ueuher the means 
nr the cie,1re 101hre:iten Eastern Europe. This is not. vnu 
l.,·ch 11.,it-,.1 I"'~() T:1e admmi<tr:111011, comorom,,<' "' 
,I p:lrlllt'r,iuo <>I Ot' .U::t'' \\ llll the L i;tern nauom I\ rn.-r.-• 
tote n!!ht lor lilt' \ffOll!! re:1,on>. it·~ n!!ht 1101 hecau<t· 
\eh,,n <nould e~erc,~e a ,rw 01er our rore,!!n ooi1c·, 
, ht' <nouldn 11. 0111 hecame it · 1 a ora(!ma11c 1i1<t Slt'u 

10•,\·:11n t'H!;trt? II':.! •HH athance ~\lchn:n 1111oc1 111n·..: 

!.!ate th<e alt:ur ,, 
no longer tenahlt­
--1 r I appo1111 a ,pr­
cial prosecutor. H , 

,till m,· prosecutor 
and there \\·ill 
st ill he quescion, 
about that per­
<o n ·s indepen­
dence:. - ,he said 
on December :!-!. 
··[ f r Ill goinit I() h,· 
resp omihl<' 1or 
the 0 11 tco111,· 11! 
anl' 11wes11gauo11. 
then I wane to 
make sun , 1t · s 
done the rig ht 
\\'a,: In the same 
b reath. Reno 
see med co iake 
respon sibility and 
co disclaim rt·· 

,po11,ii>ilit1 lor 111,· 
im ·estigation: and 

',IOU CA.N EXPECT 7b 

u, tocu, .ind 
HI eftecu~enes,. A 
more urizeiit men­
ace to d emocrac,· 
in Easte rn Europe 
t< economic dis­
tress. \\"es tern 
Europe·s kaders 
11·ould rather cle­
h:ne x \TO tiian 
open their pro­
tected mar ~t·ts to 
EaMern Eun ,oean 
product, Yet 
speeding up the 
East'< inclusion 
in the European 
Lnion might 
make a solid short• 
term comnbuuon 
to the secuncv and 
prosper il\· o f those 
ro11n1ri,·, Th<" 
prc:s1dt'm should 
make use of his 

~i. J0Bs II T•ME.S IN N E 
C.OVl.'SE 0/: ',lo1JR WoRt<1HG ll/:f . 

ra~t EJnrlo_ye~ Surfirl.9 
«)Ml lW'-.«o.,~ ,vr-~ 

/ .,..,.f icil lW: ,.e b .... ,n,.,,,_ , ~i: 

she re fused to sa,· whether she su pported the decision of 
hc: r can:c:r pro, ,·c t1tnrs 111 ,11hpo,·11a th e: \\'hit,·1,·:ue r tile:,. 
,.\1 this p,11111. 01111' .i special prmt'cutor can dispel th e· 
11npress1on that Reno·, 1nquin· is compromisable. And 
o n ll' the rene\\al of the 111dependenc counsel siatu1e 
(killed h, Repu hlteans1-which 11·n 11 td allo"' a special 
pro secu tor in he appo1111<·d '" 111cl!.!e< rat her th:m h, th,· 
.HUff lll'\ ~<·1tc ·1.1l - c.111t ·11 ,111c •!1.:• 1i,1,11,1 1::·,::c :.111cl .. 

111111 cpc:.t1t·d J!!J1n . 

E L' RO PE C::\LLI:--:C: T hne, J da1111erom ne\\' ph<'­
nomenon in 1ore11?11 ooltc,· the,e da1-s: the nouon that th<' 
relall\e ,uCCt'" nt neo-1:1,n,1, Ill the re<<"nt Rm<ian eler­
uons should dl'.termmc: u11 r c:nurl' approach 10 the 
reg ion. cC:all 11 Zhin no\'sk"1sm. , To 1he· Pole~. Czech• 
and H ungarian.. Zlllnnm·,k, 1<111 oro1 cs the, llt"c:d , \ I<• 

membership 10 proten a11a111,1 .i 1~orc aggres,11e Russi., 
To the Chnt0n admm1s1ra11on. Zhinno,·sk,,sm means the 
opposne. becau se expandinl? x \TO would lend cred1bil11\ 
10 the Russian nauo nalists a nd the ir all ies in the Russian 
milita r l'. Both are wrong. The Zh irino"sk,ites ha"e no 
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trtp 10 E.11rope 10 cinn· t hat ?Olnt homt' 

THE l\"\lSIBL[ H.-\..,D 

Fed Dispels \otion 
Of Raisin!! Rate,;; \m, 

- / ,,. n,,.,,11,,..,,.111 J',,:,t. Ut"<.l·1nol·1 :-. l~•~• 

Shon-Term Raus 
Will Be Increased. 
Fed Ai.le lndiaues 

- / 1 .. \\i,// \ 1,rrt /1111,n,:1 . c;=-inH· u .~·-

111.in1,,~ 10 iultc- R, ... ,\ ,,111nc1ua • 

s ()RR\. l.' . .\l \l\.'- \It· c: 111-., ' " .tUOIO~llC- : .. U( 
C,om,cs tor me, crltunous use 01 1LS cartoon character,. 
Batman and Roh Ill . 11'1 l) concex11h31 "-J~ clearh- 111co11,1,­
ien1 \\'1th m~ 11:I', the charac ters a rt" oonra, eci 111 th,· 
comoan, s !)Ubitcauons and merchandise • 
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Grand Jury Reconvenes 

v 
onArkansasS. &L. 1 

I 

WASHINGTON. Jan. 18 - A Federall 
grand 1ury loolung 1n1O •he collapse ol •I 

. failed uv1ngs and loan association re•j 
con,•ened lod3y in Lnlle Rock, Arlt. 

J There was no Indication that it ~•rd; 
· any evidence about the 11es belWttnl 
: 1he association and President Clinton's! 

I land developmen1 company. 
Grand Jury proceedings a re sec.rel, 

: but people involved In 1he investigation 
said 1oday that there had been no pre­
sen1a11on ol evidence about the real 
estate concern. the Wh11ewa1er Devel­
opment Company. Mr. Chnton and his 
wile. Hillary. invested in Whitewater 

j w11h James 8. McDougal, 1he owner 01 

the Madison Guaranty Savings and 1 
Loon Associalion, which was taken ! 
over by Federal regulators in March I 
1989. , 

A Federal pl'O$eCUIOr moved last ; 
week 10 have a second grand jury I 
empaneled, saying the first Jury did not 
have the lime 10 take up the White­
water 1nves1iga11on. It was unclear tt> 
day what Jury would take up the mat• 
1er. Furthermore, with Attorney Gen­
eral Janet Reno expected 10 name a 
special counsel in the Whitewater case 
in a few days, It was also unclear what 
role a grand Ju ry In Lillie Rock would I 
play In an investigation. 

Mr. Mc Dougal has already been or• 1 
dered 10 appear before a grand Jury, l 
and 01her Clinton associates have satd 1 
lhat they were notified that they would! 
be subpoenaed. Beiser Wright, Gover- I 
nor Clinton's chief o stall, had also I 
said she was to be summoned, but she j 
!Old The Associaled Press today lhal 
she had heard that the subpoena had I 
inexplicably been withdrawn. ' 

Federal investigators are trying 10: 
determine Whether money was im-1 
properly diverted from Madison 101 
Whllewaier or 10 help Mr. Clinton re­
pay a $50,000 loan for his 1984 cam-! 
pa,gn for governor. Mr. Clinton has I 
said that he engaged In no wronadoing i 
and that he lost money ln the While• I 
water lnves1menL But last wee.k he ' 
yielded 10 Congressional pressure and I 
asked the Attorney General to appoint. 
a special counsel 10 investigate the j 
case. 
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An Old Friend of the Clintons Stays Loyal, ·spends 
Spare Time Doing Damage Control for President 

By JA.'ltES M. PtltaY 
Sta// Rf'porl tr of Tm: WA&.I, Snar.:r.-r Joctt.SAL 

WASHINGTON - Poor Betsey Wright, 
capital Insiders said with a hint of conde­
scension. Her old Arkansas boss. Bill Clin• 
ton. 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 offlce. 

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 to 
American Airlines 
to health care. 
And when she 
wasn' t doing that. 
she was nying 
down to Little 
Rock on her own 
lime to wort some 
dextrous damage 
control over alle• 
gaUons by Ar• 
tansas state 

t} , . 
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Betsey Wright 

troopers that they had seen Mr. Clinton in 
some pretty compromising situations. 

''I'm having the time of my Ille," she 
says in an Interview in her comfonable 
offloe on the sixth floor of Wasblnrton's 
first steel•beamed office tower. "This is 
wonderful." 

"She's a great strategist and she's 
doing wonderfUI things for us," says her 
boss, Anne Wexler. a prominent Democrat 
and chairman or Wexler Group, a govern­
ment relations and public affairs consult· 
Ing unit of HW le Knowlton Inc. Its client 
list runs Crom American Airlines to Gen­
eral Motors Corp. to J .P. Morpa le Co. 

Ms. Wright won' t even discuss who her 
dients are, let alone how much she ts paid 
as one or Wexler Group's seven executive 
vice preslde.nts. But it's a fair bet th&t lt Is 
a lot more than she made la her yean as 
one or Mr. Clinton's top aides and polltical 
operatives in- Utile Rock. "For the first 
time ln my life, I can say it's no one else's 
business," she says. 

What maJres the 49-year-old J\IS. Wright 
so special is her relationship to _Bill and 
lftllary R.odham Clinton. She's so dose to 
the nrst couple that she can afford to turn 
down an invitation to drop by the White 
House for an lnlonnal dinner and a movie, 
an opportunity most lobbyists and 
wheeler-dealers here would die for. "I 
didn't want to see the movie," she says. 

So close. too, that Ms. Wriebt expects to 
be subpoeaned by a federal rrand Jury in 
Little Rock looking into Mr. and Mrs. 
Clinton's role In the controversy SUITOWld· 
Ing !Mir Wbitewater Development Co. 
real-estate iRftltmfflt. Ms. Wright says 
the Federal Bureau or Investigation told 
her to expect such a subpoena, but she 
says she has now been told to disregard 
th&t wamlng. In any event, she says, she 
expects to be subpoenaed eventually be­
cause she knows so much about Mr. Clln• 
ton's Artansas campairn records. She 
says she will co-operate with investiga­
tors. 

Ms. Wright comes from rural Texas­
she was reared in lltUe Alpine. Just down 
the road from Marathon. in the southwest• 
ern "Big Bend" comer of the state - and 
honed her political skills at the University 
of Texas. She met Bill Clinton tn 19n. when 
they both worked In Texas In George 
McGovern's forlorn presidential cam­
paign. She came to Little Rock in 1980. 
afler Mr. Clinton had been defeated for 
re-election as governor. and then served as 
his chief of staff afler he was returned to 
omce In 1982. She ran his success!UI 
re-election campaigns in 1982, 1984 and 
1986. 

"There is no person in the entire uni· 
verse who Is more loyal to Blll and Hllluy 
Clinton lhan Betsey," says Ms. Wexler. 

Ms. Wright is almost as protective of 
the state or Arkansas. She loves the place. 
Wllen Mr. Clinton dec.1ded to run ror presi­
dent. Ms. Wrlghl saw that each of the 
hard-edged handlers he hired was given a 
copy of Diane Blair's book about Arb.nsas 
government and the state's rich. and 
sometimes gamey, political history. She 
wanted them to read lhe book and learn to 
appreciate Arbns&s's rural c:11anns. 

The fact that none of Mr. Clinton's 
hired guns - she calls them the "wblte 
boys" - read the book, or tried to give 
Arkansas a fair shalte, still riles bfr. 
"They shoWed so much disdain towards 
the state. I Celt lt was very orrenslve," she 
says. 

At a campaign-managers• seminar at 
Harvard University's Institute or Politics 
after the election. she unloaded on the 
anltudes ot a number or Mr. Clinton's 
handlen. flngerlllf pollster Stanley 
Greenberr as belnr particUlarly nuty 

back beyond the campaign. Fonunately, 
Washington s"'arms wilh them. "It's 
mce," she says. "I can 'I walk much more 
than a block or so without bumplnr into 
someone from Arkansas." 

She was first used at Wexler Group 
to lobby for Nafta, working mosUy to drum 
up suppon from governors and mayors. "I 
must say, I was impressed," says Craig 
FUiier, a former high-ranking aide 10 
George Bush, and now senior vice presi­
dent or Pblllp Moms Cos .. who \VOr1<ed 
with Ms. Wrlrbt on the Natta campaign. 
"We were at the Wblte House almost every 
day, and she won the respect of a lot or 
people." 

She has also used her connections to set 
up White House meetings for representa­
tives or the paper industry In their errons 
to water down federal provisions on how 
much recyded waste sbould be contained 
in paper bought by the federal govern· 
ment. · The Wexler firm's client ls the 
American Forest and Paoer Association. 

Ms. Wright also has put in a lot of time 
with an obscure, congressionally spon­
sored agency called the College Construe· 
Uon Loan Insurance AslOclat!on, better 
mown to Its lrlends as Connie Lee. Con­
gress set up Connie Lee In 1987 to guaran­
tee low-rated bonds for building prorrams 
at colleges and universities. The conrres­
siooal thlnt!ag wu th&t the private mar• 
ket would cover the Insurance ror the 
hilher•rated bonds. 

Bui with suc:h restr!cllons In lts oper.t· 
inC chartff, protit-seekinc Conole Lee 
hasn't had much of a chance to spread its 
wings. And so lt has turned to Ms. Wright 
and Wexler Group to lobby the Wblte 
House and eon,resa for pennisaion to 

about Arkansas and what Mr. Clinton had ______________ 
1 done ror the state during !be 12 yean he 1 

WU lts govmior. "I don't know why I 
Slllfled him (Mr. Greenber(I out." she 
says. "He wasn't any worse th&n the rest 
olthem." 

She Is Intense about Iler Clinton· 
Arkansas connection, and It wu this Inten­
sity that often led the campalfn haadlen 
to wort around ber during !be campaip, 
in wblch she was offic:lally listed u 
deputy chairman. The handlers won't soon 
rorret the Ume she set out to rebut~ 
th&t Mr. Clinton had raised taxes and rees 
ln Arkansas somethlnr like 128 limes. Not 
so, she told reponers. lt was only about 110 
times - an admission that left senior strat­
eitst James camue sJ)ttChless. 

She continues to view the "white boys" 
left over from the campaign and stW 
worting for Mr. Clinton with deep suspi­
cion. She lays the Wblte House's problems 
In dealing with the Whitewater contro­
versy to the fact that "none or them knew 
anything about the Issue. Tbere wu oo 
continuity. They COUidn't connect the 
dots.·· Left unsaid was the thourht that she 
did know something aboul Whitewater and 
could haft done a better Job connecttar the 
dots. 

And so, when It comes to lobbying the 
White House, not everyone working there 
Is lier friend. She prefers to deal with old 
friends and colleagurs Crom Aztansas 
whose connections to the Cllntons go 

expand its illSlll'IJlce buainesl to bond 
issues for- secondary- and""mmffltary 
schools and possibly to bond issues for 
lnfrulructure wort - everytlliDf from 
bJ'ldra to sewers. · 

M.I. Wr!rJ!t says she knows a lot about 
this line or bualness Crom her day, In LitUe 
Rock. " People keep saylllf if you come 
lrom local ll)Vmunent you don' t know 
anything about Washington. That's a 
croct. We've been the ones deallnr for 
yean With all these prvcrams dumped on 
us by the federal government" 

" Betsey Wrlrht has been very errec­
uve." says Oliver Sodtwell, Conole Lee's 
ambitious president "She has an almost 
unique skill to translate highly comple.x 
issues into \VOrds that everyone can under­
stand." 

Ms. Wr!rJ!t has now reached the point 
"'here she gets credit for pullinr orr lobby• 
ing coups in situations where she has 
barely been involved. It wu rumored. for 
example, that she was a pivotal factor in 
gettlllf President Clinton to intervtne in 
the American Alrlines strike just before 
Thanks(lvtnr, and that a cntetul airline 
bad paid out Sl mlllJon to the Wexler firm 
in acknowledgement. " Ridiculous," says 
Ms. Wexler. Ms. Wright was barely In· 
volved with the strike, according to several 
peol)le familiar with the sltuati011. • 

MJ. Wright see nothinr wronr m blend· 
ing personal rescue missions for the presi­
dent with her IObbyillf efforts inside the 
administration. " I'm very careful not to 
abuse the relallonship," she says. "When I 
can people I always mention the subject I 
want to talk about and I always Identify my 
client." 
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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; I sometimes can say, 'you better I 
check back with him on that. It's not what 
he told me.'" 
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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 polili· 
cally damaging lo him," Al Gore re­
marked. 

OK, 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 Iraq 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." 

Reinventing 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, 'lrea· 
sury Secretary Lloyd Bentsen ap­
pointed representatives from each 
of 'lreasury's offices and bureaus 
and placed !hem on a "six-month 
detail," dubbing them the "1reasury 
Reinvention Toam;• or TRT. It is the 
TRT's joh 10 advise the executive 
level of any 'lreasury reinventions. 

For instance, we've teamed that 
the TRT invented two new news 
services - the "Reinvention News 
Service;• which compile.s and dis­
tributes reinvention news to em• 
ployees, and "Reinvention On Line;• 
an 800-numbered phone service 
that provides 'lreasury employees 
with reinvention news at their fin­
gertips. 

Callers to the latter can hear ap­
proximately five minutes of re• 
corded messages about 'lreasury 
reinvention activities, eyents, 
successes and other topics. For in ­
stance, lhe recording yesterday 
told us that 'lreasury'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 
Gene Randall was host of CNN's 

"Late Edition" early Sunday night, 
and his guest was former Secretary 
of Slate Lawrence Eagleburger. 

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

in the world to negotiate with. 
Should Preaident Clinton be check· 

. ing his pockets on the way home to 
D.C.?" 

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

Cllnton va. 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• 
coin, of all popular presidents, with 
Bill Clinton as a talking figure in 
Walt Disney World's Hall or Pres­
idents. 

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 
Wlalt Disney lmaglneering 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. I 
will remember this when you want 
tax breaks from our area to build 
another park." 

Oral utter 
Things were fairly quiet around 

Wlashington 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 gasbaggery. 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." 
• •• 
Q: "What is Your name?" 
A: "Ernestine McDowell." 
Q: "And what is YoUr marital sta­

tus?" 
A: "Fair." 

••• 
Q: "Doctor, how many autopsies 

have your performed on dead peo­
ple?" 

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

••• 
Q: "And lastly, Gary, all Your re-

sponses must be oral, okay?" 
A: "Oral." 
Q: "How old are you?" 
A: "Oral." 
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Whitewater hypocrisy on the Hill 7 
The word "hypocrisy" has been to5sed around 

a good deal by While House aides and liberal 
rel)()l'lerS and pundits when ~ing calls by 

Republicam fur a special prosecutor to loolc into the 
Whitewaler affair. In fact. in arguing agaimt the now• 
defunct independent counsel law - the Wa1erga1e­
era legislation under which a special "court" 
appoints an independent counsel who is accountable 
to no one in the executive branch. much to the detri· 
ment of the Fbunders' concerns about the separation 
of powers - Republicans have mostly maintained 
that executive branch scandals can be sorted out, 
when neces.,ary, by outside pt'06elC>A>rs appcmled by 
the attorney general as well as by Congressional 
hearings. This is just what the political minority has 
called tor in the WhileWaler case, with varying sue­
~ -Janet Reno, upon instruction from her boss, has 
finally bowed to political inevitability and 8IUlOUDCed 
she will appoint a special prosecutor to conduct an 
investigation into the Clintons' land-development 
scheme. But Democrats on the Hill have bobbed and 
weaved and squinned their way out of holding hear· 
ings of their own to UllCO't'er the Whitewaler facts. 

This is hypocrisy of a breathtaking order. There 
can be no explanation fur the stDneWalling on Capi­
tol Hill other than a desire to protect a president of 
the IIUlioritY party. Compare congressional Democ­
rats' new-found reticence with the zeal lavished 
upon any question about propriety in Republican 
adminislrations. Investigative hearings were not 
even limiled to issues that IDUChed on the activities 
of the president 

Consider the wildina infticted on Allen Hubbard 
two years ago when be was the executive direc:torof 
the Vice President's Council 011 Competitivenes& Mr. 
Hubbard stepped on toes all <mrCapilOI Hill by try­
ing to abort-circuit the lines of CXWDmaod by which 
lawmakers exen:ille unaccountable power. Leaisia­
llll"S are uaed 1D geaing their way by privale1y call· 
in& up regulators, rulemakers and other federal 
bureauaats and 1el1ing them what 1D do. O'his often 
goes by the name "constituent~') Mr.~ 
bard made multipleenenues by encouraging George 
Bush and Dan ~le to re9iew and ,ometimes 
override the decisions made by bureaucrm at the 
sUITeptitious direction~ p(J'erl\.11 CUllllelBineo. 

And SO Coogresa Poaed up OD him, with six dif. 

femit congressional committees holding investiga­
tions. The crime they accused Mr. Hubbard of was 
not exactly conftict-of-inlerest. but rather the possi­
bility that at some point in the future he might have 
a conflict of inlerest. 

Similarly, when allegations surfaced that there 
might have been irregularities in the food assistance 
program to Iraq, irregularities that might have 
allowed the regime of Saddam Hussein to buy some 
heavy trucks for his military, Congress again went 
into overtime with multiple hearings by multiple 
commitla!s, JIICm notably the House Banking Com­
mitlee chaired by'll!:xasDemocratHenryGomale-i. 
Mr. Gom.alez thought it sufflcient)y imponant to edu­
ca11e the public about presidential doings that he read 
cJ&ossified documents intotbe Congressional Record. 
In fact. as edi1Drials here agreed at the time, he there­
by shed much light 011 a disgraceful part of the Bush 
administration's record. Yet this same lawmaker has 
repea%edty shnJaed off demands that his commit­
tee loolt into the Whitewater case, which would be a 
natural fur 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 mat11er is going to be in the 
bands of a special prosecutor, where it will be han­
dled quietly tor some time. The apparent hope is that 
if there is no di!coYery of criminality, the affair can 
be buried. 

But isaiminllitytbe onlycxmcun? No. The Whi1le 
House has gone to extraordinary lengths 1D keep the 
Whi1elft1er files - or what is left of them-OUl of 
public Yift4· lt is hard 1D avoid the cooclusim that 
something mighty in1eresting is lurting there. AA 
Sen. RobertDolesaid<JYertbeweemid,inbisoogo­
in& campaign 1D embarrass Democratic 1awmaken 
di doing what they baYe iooll pro&aedis their duty, 
"Somebody mlllt know aomethin& we doa't lalow:'' 

What is most troubling about Whirnller isD't 
what is known about it, but what is not known. It 
seems the Wbi11e HOUN~wantthe Alltoclear 
and is willin& to go ., lll"eal lengths ., - that it 
doesn't CapilDI Hill la accoounodatill8 itl desire. u 
lf'.IWIIDl'Swant'>prOGeettbeirownaedibility,tlie, 
shouldj<Jin the call Ir bearinp-ifb'noodler'ree­
son than to pry looee b' public re-. all the docu­
ments the Wbi1le Hou. ii ao zealoualy auardml-

A Syrian commitment to peace? / 
A:ootherremaricableannounc:ementcameOYel'the 

wires Sunday morning just in time tor the 
talking beads 1D chew OD. President Clin1Do 

announced, speaking at a Geneva news conference, 
that Syrian President lWez Assad bad committed 
himself to ''normal peaceful relations" with Israel. 
Puzzled commentattn, such as furmer Secretary of 
Stale Henry Kissinger, bmd it a geuerally positive 
sign, it being the first time Syria has aclcnowledged 
any such willingnesa, but there was a lot of uncer­
tainty as ID what exactly it meant In fact, Israeli 
politicians and Americans analysts are still won­
dering, since neither the American nor the Syrian 
president baYe been forthcoming with details. 

Mr. Assad's plans in relation to Istael are open 1D 
a variety of interpretations-most of them not very 
confidence.inspiring tor Israel. But it is pretty clear 
that be wants beuerrelations with the Uoiled Swes. 
Suoda_y's more than 1bur-hour long di!c:ussi011 with 
Mr. ClintoQ was part ottbat campaign. In fact, it was 
part of Syrian conditions fur- showing up at the ne:n 
round of peace talks, which begins in WashinglDn 
today and was arr8ll{!ed during Secretary of Stale 
Warren ChristDpber'a visit 1D the Middle East in 
December. 

Mr. Assad would dearty lilae the Uoiled Stales 1D 
pressure lmlel 1D agree to withdraw from the Golan 
Heights. This the administration has wisely refused 
ID do so far. He would abo very much lilae 1D be 
removed from the Stalle Department's list of oatloos 
that spon,or lerrorism. It was reported in early 
December that Mr. Chrisa,pher favored such a 1111JYe. 
In a reply 1D aJOCe1 ned inquiries from parents ofvic­
tim.1 ~Pan Am 100, howiever,NatiooalSecurity Adv!· 
sor Anthony Lake stau,d that it was not under coo-

sideration. Removal from tbelist~temlrist natiolll 
would mean areat benefitl ftJr Syria in 11enna~pret­
enmtial trade agreements and ac:cesa ., military 
tecbnoqles from the Uoiled Sta1es. 

But Mr. Assad did 8'tt llOCDethilc i:Jr himself. He 
got the Presti8e ~ a highly publici7.ed meeting with 
Mr. Clintoo. In addition, even as the Geneva meet· 
in& was proceeding. Mr. Assad got the first ~ three 
Boeing 727 jets be bu Iona Wllll1led, the Commerce 
Department having ~ die necessary export 
licenae. The Sta1le Department <XlllSiders the 727s a 
goodwill gestUre, a sign of ~ " re1ationa 
with Syria and a needed incentiYe 1D get UO\'el' die 
hump" in the peace procea 

Mr. OiDm ala(, aoDQIIDCed that the two leaders 
baddiacu-1 US-Syrian relalioosand that they bad 
msttuc:lled their eecreW'iel ~ ata1le "1D establish a 
rnecbaoisrn II) addrea . •. issues in detail and open­
ly." The alert reader might W0llder what "issuea" 
stand in need of such a spedaJ nw:baoisrn Proba­
bly Mr. Cli.ntDn meant lerrOl'ism, but relt that the T­
word was too indelica!l'l fbr such a fine occasi0ll. 

Actually, there already is a mechanism. When 
Syria 5U.1WDS such groups as the Hezbollah. which 
attacks lllraeli aettlers from aoutbern Lebanoo, er the 
Popular Front lilr the Liberation of Palestine or the 
Hamaaorthe Marxist Kurdish Workers Party or (as 
families of the victims believe) the 1en'Orists who 
blew up Pao Am 100, Syria ends up on the Sta1le 
Department's listot11elTOriststalleS. Uitceases theee 
acuvities, then it will be rem0Yed from that list This 
may sound a little primitive. but as loog as the evi­
dence is booestiyconsidered and ootawsaed overlilr 
reasons of political expediency, then it actually 
works. 

/ 
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1 Whitewater Probe Sparks Little 
1 

Public Interest, Survey Finds 
By lliOMAS B. ROSENSTIEL 
TIMES STAF'F WIIT[R 

W ASHINGTON-Despite tn· 
tense media coverage, most 

Americans are paying little or no 
attention to 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 

I • FROM SATURDAY EDITIONS 

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

The rating 1s nearly equal to the 
highest point 1t has reached in the 
Clinton presidency. Only in the 
first few days after the inaugura­
tion was it higher. 

The survey, in which 1.494 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 quesuons. 

The Times Mirror Center 1s 
owned by Times Mrrror Co .. which 
also owns The Times and other 
newspaper and communications 
operations. 

Only 13% of those interviewed 
said they had paid "very close" 
atten11on to questions about the 
First Family 's investment in 
Whitewater Development Corp .. an 
Ozark Mountain vacation resort, 
while Cltnton was governor of 
Arkansas. the survey found. Twen­
ty -nine pereent said they had paid 
"fairly close" attenuon. 

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 attention 
to claims by some Arkansas state 
troopers that they helped arrange 
extramarttal affairs for Clinton 
when he was governor and before 
his presidential inaugural.Ion. 

Nearly 60% of those {nterviewed 
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 
thepubhc. 

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 S200 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. 
Cltnton's approval rating 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 stories about Washingt0n con­
troversies or allegations of wrong­
doing. 

Since 1989, when the Times Mir­
ror Cente.r first began examining 
such matters, the highest level of 
interest in such stones- 31 %-oc­
curred during the Iran-Contra trial 
of Ohver L. North. 

The use of public planes for 
private travel by John H. Sununu, 
White House chief of staff during 
the George Bush Administrauon, 
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 hinng 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 V 
... 

~ ...... 

On its face, Yegor Gaidar's depanure from the 
Russian Government Is a blow to Boris Yeltsin and 
an embarrassment to President Clinton. Only last 
Friday in Moscow, Mr. Clinton praised Preside.nt 
Yeltsin for his commttment 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, cenainly. 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 ✓ 
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 eanhquake, meas­
uring 6.6 on tJ)e 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 I was looking at the sky. I thought we 
were dead." 

is the kind of decision that has made Vlktor Gera­
shchenko, chairman of the Russian cent.ral 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 can.not 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 hyperinflat.lon 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. Galdar's 
exit is a warning that, if unheeded, could presage a 
calamity. 

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 mll­
llO!ls of dollars In property destruction and the 
widespread inconvenience caused by the severing 
of four of the region's busiest highways, dally 
anerles for hundreds of thousands of commuters. 

Only someone who has been through an ea~ 
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 residenta of the San 
Fernando Valley fully awake, hearu 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 Cllntons• 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 Mlklaszewskl 
in Prague was a classic example of his calibrated 
tant.rums. 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 fl. 
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 Cllntonlan 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 Cllntons' Whitewater partner, James McDou­
gal 

Throughout his relationship with Mr. Clinton, 
Vice President Gore has resisted serving In the role 
or 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 
ruMing mate that he would not vouch for Mr. 
Clinton's conduct In the years before tliey 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 ls 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 himself 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, re.ad the Whitewater documents 
himself. 

-l 
l: . 
t'1 

~ 
t'1 
~ 

d 
~ 
::! 
:::: 
~ 
-l 
C: 

!:l 
~ 
:< 
~ 
<: 
~ 
~ 
-,: 

;. 
:g 
' 

~L/ 



>­a: 
<( 
::> 
z 
~ 
:,: 

~ 
V'l 
Ill 
::> 
1--

~ 
l: 
~ 
':c 
a: 
0 
>-
3. 
Ill z 
Ill . :c 
1--

V 
Clinton, Marking King Holiday, Pushes Domestic Policy Programs 

B)' GWEN I Fl LI. 
Sr,t1 l t1 l lo I IM• No•w Y1•1k IUllf"'I 

WASHINGTON, Jan. 17 - Ocdaring 
that ·:the absence or discrimination ,s 
nul 1he same lhmg as the presence ul 
orronunlly," Prcsldcnl Clinton 1oday 
mnrked lhc Rrv. Dr. Martin Lulhcr 
King Jr.'s binhday holiday by promo!• 
Ing several ol 1he Adminlslrnlion's clo­
mcs lic policy init iat ives ftnd linking 
1hrm 10 Mr. Clin1011·s JIISH'ompleted 
11 ,p to Eurnpe. 

The Presidcnl, speaking a r Howa rd 
Unlversily 10 an audience ol students 
and promlne111 blacks. was accompa• 
nlrd by mosl or his black ~nior advls• 
rrs, including Mike Espy, the Secre­
wry ol Agrtcull ur·e. 

Dra wing on eh•mrn1s or 1he speech 
hr delivered 10 black mlmslers In 
Me mphis last year. Mr. C:1in1on said 
Dr. King. the civil rights leader who 
was assass inmcd in Mrmphis on April 
4, 1968, would be disappoln11•d ii he saw 
whM had become or hos ideals. 

"As I come home on this Manin 
Lu1hcr Kmg Day from a lrip 1hat 
lou1:ht for drmocracy and economic 
1wo1.u·ess and security, I hnve to ask 
myself. 'How are we doing on these 
things here at home'!' .. Mr. Clinton 
said 

Practke What Is P reached 
" II dem0<·rocy is 1he In volvement ol 

all or our people, ii II Is making 
Slrcngth ou1 or our divers ity, II we wa nt 
10 say tu 1he people in 1he troubled 

. arras ul Europe: ' Put your rlhnic ha• 
ll cds hehind you. Take the dillercnccs 
- lhe religious dillerenccs. the racial 
differences. the ethnic dillcrenccs - or 
~•or l>COpll', and make them a strength 
in the global economy,' , u, rly we must 
do the same her<'." 

1'he Prcsidcnl also sought 10 drive 
his point home today hy holding a cere­
mony in the While House s tate dining 
room 10 announce that 1he applh-ation 
1n ocess has begun for rommunilies to 

apply for a new, federally sponsored 
dcvelopmcnl program or "empower• 
menl zones" for urban ond rural areas. 

Mr. Clln1011 tried to emphaslie his 
urban policy agenda l>y making the 
empowerment rone announce ment a nd 
signing a memorandum on fair housing 
enforcement at the end of the Howard 
University speech. 

Tossing two other lnllialives Into his 
gral>-bag ol references today, he also 
call<,<! a11entlon to his Administration's 
national service program and ellorts 10 
promote innovations In high technol­
ogy. 

" We've also learned, a lte r several 
years ol nrglecl, lhat neglecl ls not a 
very good policy e ither," Mr. Cli nton 
said as he discussed 1he empowerment 
zone plan a t the White House. "Some­
how, lherc needs to l>e a new partner­
ship belwcen Washln,:ton and the com• 
munities nnd the individuals of !his 
counlry, and there needs to be a way ol 
doing business in which we try 10 c re­
ate lhe conditions in v.•hich people can 
seize opportunities for lhemselves." 

Tu Incentives and Grants 
The President's new Community En• 

terprise Board will oversee ellor1s by 
the Depanmrnt or !lousing and Urban 
Develop111en1, lht> Small Business Ad­
ministrtH Ion and 1he Department of 
Agricullurr 10 Mslgna1e the nln<l e m­
powerment zones and 95 enterprise 
communities 1ha1 will receive S1.S bil· 
lion In Fl'<leral tax incenlivcs and SI 
billion In i:rants. 1-11c deadline for appli­
cations Is June lo. 

Asserting that in his lirsl year In 
olhce there had been a 35 percent 
increase In tilt' number or housing dis• 
crimination complaints that were hied, 
Mr. Clin1011 said, "That is lhe sor1 or 
thing 1hu1 Ma rrin Lulher King wou ld 
want us to do - not Just to let discrlmi­
nalion go away, but to create oppor1U· 
niry." . 

Tim~ and again during his speech al 

Howard University, the President com- 10 Dr. King's Ille work, Mr. Cllnlon said 
men1ed on lhe results of his lo-day trip the United States has problems at 
10 Europe, where he said he witnessed home lhat arc as significant as the 
the kinds of steps being taken t oward challenges he faced abroad. 
peace, de mocracy a nd freedom lh at " I come home thinking to myself I 
Dr. King would have supported. a m so proud of the fact that I had the 

Rise In Domestic Vlole nee chance to be ,Presldent at a ti me whPn 
"I pledged to help 1he people who the Uniled States was leading an agree­

believe in democracy," Mr. Cllnlon ment wllh Russia and Ukraine and 
said ol his 1rlp. " And democracy Belarus and Kazakhstan to ~!smantle 
means more than one thing. It means weapons of mass des1rucllon, he said. 
majority rule. It also means respect for "But we can't get guns out ol our own 
mlnorlly and Individual human schools. 
rights." " We would be asked, I think, by 

Citing lhe continued rise In domestic Martin Luther King, ' How come this ls 
vlolenrP and thl' r.onlr•st thal pl'f'srnis so?'" 
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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 i n 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 
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I 
~~~~_;:Jdagfe!:':t!· had 
worked for Sen. J. Willi.am 
Fulbrighl of Arkansas in Lhe 
1960s. become 50-SO partners 
(along with their wins) in 
Whitewat.er Dev,lopment 
Corp., a real estaLe venture 
offering cab1M and varahon 

ii
homes along lhe sc~:~ar::l~~=-

The McDougals 

t~~t~tli~,~~; 
and managP the 
company. 

• Clinton. t hen 
st.ate attorney 
general. i~ 

Sele, pitch trom clefted 
Whitewater brochure govenor of 

"W.e'rethankful ~~k:::~ 
we found McDougal 10 hls 

\.Vhitewoter Cablnet as 
and ho.ve the dirtttor of 

opportunity to economic 

enjoy t.if~ ;h:eb~~n~i~L 
the way it Adm.ini&l rauon 

U..'<1.$ meant to also lea.us one of 
Ire lived. McDougars 

We' re really building, for a 
lucky- just statoofflt•. 

10% down and 
sr-w.n years to 

pay it off." 

I 
• McDougal, who by now has 

~~:1:~~tc~~~~$3().~l~::~ild 
a three-bedroom ranch- style 
unit al Whitewater. 'The nex\ 
year she selJs Lhe pro~rty fo r 
about $27,500. (n 1988. after the 
buyer defaults on 
his paymenL11 and dies, she buys 

the properly again for about $8,000 
and resells it for about S23-,000. 
After paying a Sl3,000debton tht 

t;~l':o~p~~:, ;~~t1~:~ett";t a 
transaction. 

I 
• Mc Douga I buys Madison 
Guaranty Savings & Lo.an, a 

!:!~~f~?~~~: ~~~~wl~on~ ~~th 
begms lending money to lm• 
port.ant people in the state and 
becoming m\'o)vcd in large 

~.~igir; 
business. but 
buyers for the 
\'acation property 
on the 200-acre 
site are becoming 
hudN to fmrl J. McDougal 

'- \ 1 10, 

I
• Feder>! regulator, begin to 
question banking practices at 
Madison Guaranty aft.er 
McDoug,J trADrfers five bad 
to.. n,i: to the thr1ft from a bank 
he also owns. ln this same 
period, Wlutewater makes 
Clinton's loan payments on a 
$20,000 note he had taken out 
on anothf"r Arkan..,as bank. 

Whitewater 

I
■ In April. McDougal hoslS a White House 
ro~~c:} ~;~t:t1:rhi;l~~~tire 

~~:sA\:~t~~~fs ~:?:e~ 
during the party. w1thsomPof 
I.he proeeeds in the rorm of 
(:Hh1er·s chttk.s drawn <>n 
Madison Gwranty. 

lnvcstJgators now suspect a total of 
about SJ2.000 m3y havt come from 

What began as a simple real estate venture for Bill and 
Hillary Rod ham Clinton in the late 1970s has led to lhe 
announcement that a special counul will investlg:ate 

the now-complex matter. How deeply were the 
Clintons involved and what did they gain? What 

follows is a history of what ls known so far about the 
Whitewater aHair. 

ovtrdrafLt; at th<- instttutJon. 
■ Madison Guaranty's wets havt money to clean up some bad 
soarlMI to $107 mllUon. Loans to Its loan.sat Madison Guaranty. 
own officers and directors have (They deny this.) About 

t:.;: 1r:: !~:i i::r.~~~~~d tt~1~.:;.:!~lo~IS. 
to Fulbright and other state poUUcal Hale will later be indicted on 
figures. Jlm Guy Tucker, who lat.er charg~s of defrauding the Small 
will fol low Clinton int<> th~ Business Administration, which 
go\'ernor's office, negoUatts a SO" I backed the loans h is 
reduction in hLs debt of mort than in vestment company was 
$1 million. Seth Ward, supposed to be making to 
father-in-law to Webster L. minority small businesses. 
Hubbell, then a law part.ner wilh Ha\•ing resigned from the 
Hillary Clinton at the Rose Law bench. he is scheduled to go 
f'irm and currenlly a Justice on trial in March. 
~;3.cnt orfie1al, default.A on ■ Federal regulators move 

■ Madison Guaranty pulS Hillary in on Madison Guaranty 
Clinton on a $2,000-a-month and oust McDougal as 
retainer to do legal work. chairman. 
McDouga_l, in an ;nterview l~ter. 1 • According lO McDougal, all 
sars he hired ~er becall'!~ Bill • Whitewater records are sent 
Clinton told him the_ fanuly needNi : al Hillary Clint.on·s request 

~~:~":;ii~ ~1~b~~~/!~)~ · ~ the governors m_anslon In 
■With regulators increasingly Little Rock. The Clmtons 
concerned aOOut Madison say they mad! no such . 
Cuaranty·s stability, Hillary rcquc~t and did not receive 
Clinton, on behalf of the institution. them. Many reeo~~ a.re 
seekA t1tate appro\'al to recapitalize ~lieved to be m1ss1ng. 
the inslitution with a spe(i.al stock 1 • Madison Cuaranty fails and 
5,,1le. The requen is ~upported by a · is taken over by the Federal 
!i.na_nci~I r~p<nt that indicates the : Deposit Jn!'lurance Corp. and 
mst1tut1Qn 1s $Olvf'nt. . • the Resolution Trust Corp. 
■ Be\'erly Bassett Schaffer. the stale Vincent Foster a senior 
securities ~<>mmissioner appointed partner al lhe Rose 
by Gov. Clinton, approves the saJe. Law Firm. solicits the FDIC 
However, the plan as never put in.to to handle its legal work on 
effect betause Madison Guaranty_s i failed financial 
fmanc1al cond1t1on beco.mes too dn e. institutions in 

I 
~ David Ha.le. a Little Rock -o- ~[)~C~~r~ ~: 
JU~ge appointed by Go\'• , · firm to s.ue the 
Ch~ton a~d head of a small ;:::_ Frost & co. 
busm~ss mveslment accounting firm 
company. len~ $300,000 to for negligence in 
a real esta~c fi~m owned by v. Foster audlUng Madison 
Mc-Dougal s wife. Susan. He Guaranty's books. 
la~ r. claims \h~ loan was Much of the legal work is 
sohclted by Chnton and handled by Hubbell. The-suit L, 

McDougal. who nC'rdcd the 1a1.4?r settled for st million. 

ne-goliated down from the 
g<>vernment's origtna1 demand 
for $6 million. The law llrm 
receives $400,000 in legal feeo 
from lhe FDIC. 
• McDougal is Indicted oo federal 
charges o! bank fraud. He la 
acquitted the following year. 

I 
• With Clinton now 
running for President. new 
attention is drawn to 
Whitewater and the Clintori­
McDougal association. The 
Clinton campaign hires 
James Lyons, a Oenv<'r 
c11ttorney and Clinton 
confidant, to review the 

matter. He releases an 
accoonting report, based on 
lncompletr. Whitewater records. 
that roncludes the Clintons 
gamed nothing from the 
inv~tmenL Rather. he sa.ys. 
they lost $68,900. ~!<Dougal 
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Sill and Hillary Clinton during his first term as gQYernOf. 

insists that the Clintons could not 
hive lost that much. The 
Clintons, rcpresenttd by Foster, 
sell their interest in Whitewater 
to McDougal for the nominal 
amount of $1,000. In the fall, the 
RTC presents the U.S . attorney's 
office In Little Roek a detailed 

~~:~yco~~!~~~~Th:~f~~~:eof 
report accuses McDougal and hi,; 
now ex-wife Susan of criminal 
wTongdoing. It ldentlOe~ the 
Clintonsand J im Guy Tucker. 
now lhe governor, as principals in 

J~~i;:r:~~;:·~h;::;:~~y 
hard evlden(e that they were 
inYolved in improper activitits 
rel,ted to the institution. 
■ In October, federal pros.e(utors 
in Lill.le Roc.k me a report to the 
JU$tice Department. indicating 
that further investigation of the 
matter is needed. 
■ Clinton is t lccted President. 

I
• Federal pr0<e<utors In 
Washington dedde against 
authorizing a formal criminal 
invesUgation in the case. But 
lhey leave the final decision 
to the U.S. attorney in Llttle 
Rock. 
• On July 20, Foster. now 
White House counsel, shoots 

himself in an ippnenl suicide. As 
White House orrtctals late r 
acknowledge. the Clintons· 
records on Whitewiter are 
removed from Foster's offlct 
beforP investigators probing his 
death have a chance to examine 
them. The files are sent lo 
Clinton',: personal lawyer. David 
Ken"°ll. 
■ fn September, the RTCasks the 
Justice Department to open a 
criminal investigation i nto 
Madison Guaranty's collapse. This 
time. RTC investigc1tors note that 
they have round evidence that 
depositors· funds may have been 

\ \gf~~~~~~~;~~~~~oCllnton'$ 

Vlhitewat.er. The expanded 
request lists nine instanc.es or 
possible criminal atti\'lty. 
■ The report is sent to the ntw 
U.S. attorney in Little Rock. 

~i~·~~;~!~)~a~~~i~~~:r~~"::.e 
she recuses ht-rself fr<>rn any r<>le 
in the matter. A team of Justice 
Department au.orneys goes to 
Little Rock to look Into the case. 
At year's end. with political 
pr~sure on Clinton mounting, thf' 
White House agrees to surrender 
the Chntons· Whitewater records 
to the Justice Department. lt does 
so under 1.1 subpoena that blo<'ks 
their public disclosur~. 

I
• On Wednes<lay, Jan. 12 
Clinton changes his 
po.stur-e and asks Atty.Gen. 
Janet Reno to name a special 
counsel to investigate the 
Whitewater matter. She 
bf'gi ns con~idering 
c;miJidates for that post.. 

THIE KIEY QUIESTIONS 
Among the que~tlons that He at 
the heart of determining the 
depth of President and J lillary 
CUnton·s involvement: 
0 Were funds illegally diverted 
from Mad,~n Guaranty Loan to 
the Whitewater Development 
Corp .. which was partJy owned by 
the Clintons. or used to defray a 
$50,000dcbt from Clinton·~ 1984 
campaign for go,·crnor of 
Arkan....c:.as? 
8 Did the Clinton, U!;e polit1cal 
lnOuPnCP in any way to h<'lp k<'CP 
the trouhled institution in 
bu!,;int'SS long<'r than 1l ~hould 
have bfen. thereby increasing the 
cost to taxpaye rs when thf' thrift 
ult imatf'l)' fa iled? 



Clinton Di,dn't Profit in 1979 Transfer 
Of Land to Whitewater, Associate Says 

By JEFFUY H. BtR. .. IIAli:-1 McDougal - bought the land in 1978. and 
s1oJ/RtPo•W o/T•cw.u.snu:nJou .... AL thOse same lour formed the Whitewater 

WASlilNGTON - President Clinton partnership into which that asset was 
didn't make a capital gain when he and his · placed in 1979. 
parmers transl erred some Arkansas land That kind of transaction ls better classi• 
to their own Whitewater Development Co. Oed as a reorgamzatlon, the person close 
In 1979, aca>rding to a person close to the to the Clintons said, and does not lead to 
Cllntons who is familiar with the transac· either profit or loss, regardless o! what 
lion. value the owners place on It. No money 

Tbe comment was made in response to actually changed bands. And. the person 
a Time magazine article this week. Tbe asserted, the increased valuation of the 
article notes that the land's value-S882 an land was rusonable because in the year of 
acre when It was first pun:hased by Mr. ownership, wortwasdoneontbeproperty, 
cunton and his partners In 1978 - wu Including the buildinc or a road and sur· 
peffed by them ata hlg'ller price. SI.OST an veying and martetinc o! the land ror 
acre. wllta It was transferred to Whl· sale. 
tewater about a year later. The Cllntons and McDougals bought 

The Whitewater Investment Is under the land from a company called IOI River 
rederat sautiny. and, at the president's Development Inc. The land was part or a 
request. Attorney General Janet Reno 3.600-acre cnct ror which 101 River DeTel­
plans to appoint a special coonsel to look opment had paid about MOO an acre less 
Into It and related matters. AmOnc the than a month earlier. The person close to 
lssues involved are wllether Mr. Clinton the Cllntons said this price discrtpancy 
earned any proftt on the investment and was Irre.levant because the Cllntons and 
wlltther he and his wife aux:urately ~ McDougals were buylnf cbolce pieces of 
ported any profits or losses to the Internal the larger tract. The person al!o said 101 
Revenue Service and other authorities. River Development wu not owned by 

The person close to the Clintons, who either famlly. 
declined to be identified otherwise, as- The White House declined to comment 
serted vieorousty that the asset transrer in on any speclllc allegations raised by the 
1979 wasn' t a taxable transaction from Tlmeartlcle. "TbeWhltewatermatterisin 
which a capita! gain or loss could be the hands or the special counsel, ooce It is 
rfflll'ded. Four people - Mr. Olnton, HU· appointed." said Georp Sl!phanopoulos, 
lary Rodham Olnton and James and Susan 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 . 

WASHINGTON-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 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'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 
frit.tered 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? 

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 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 a'uthoiilies that helpea 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. 

McDougal, 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-y«:ar-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-to raise more capital and put Its house in order. 

McDougal 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. A3 



HILLARY: First Lady in Spotlight 
Continued from IU 
was m1mmal and that most of the legal work was done 
by a junior associate. Richard N. Massey, then a 
28-year-old, first-year lawyer al the firm. 

Joe Madden. the current commissioner of the 
Arkansas Securities Department, said there are al 
least three Rose Law Firm documents to lhe 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 
al 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 to 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 
bUSJness 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 al 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. Wbile 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 longtime 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 oul to purchase the 
undeveloped land. 

"They went into a real estate development with a 
developer with the clear understa.nding that he would 
manage the investment and with t he clear under­
standing they would be passive investors," Lindsey 
said. 

"When they were asked to write a check to Citizens 
Bank of Flippin (Ark.I 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 that the property 
appeared to be losing value. but rather than ques­
tioning McDougal or seeking detr.iled financial state­
ments on the deal. they fust wrote il off as "bad 
business judp,ent.''J.,ind,sey said. 

Another flpiily friend'l -ssment 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 
expre!Sed 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 Htllary 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. al 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 last 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 bUSJness 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 
to be heard on health care or anything else .... Until 
that cacophony quiets down. you can't get health care 
back on track." 

Tl-. at.If writef TIIOfflH B. R-•tiet contrllHrt.-1 to 
tllla story. 



Ex-Clinton Aide. 
Faces Subpoena• 
in Madison Case. 
■ Whitewater: The FBI focuses on what the 
chief of staff to the then-Arkansas governor 
knows of a th rift owner's role in the paying 
off of a $50,000 loan. 

By OOUGLAS FRANTZ 
and WILLIAM C. REMPEL 
TIMES STAFF WRITERS 

LITTLE 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 198◄ campaign 
for governor. 

The subpoenas are part of a wide-ranging federal 
investigation into ties between the Clintons and their 
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former business partner, James B. McDougal. the owner of 
the now-defunct 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. 

A 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 
Joan. 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· campaign Jaws 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 
not know what hap­
pened tolt. 

Wright acknowl­
edged Friday that 
t'1e FBI had informed 
her that she.would be 
subpoenaed. She also 
said. however. that 
she was told the sub-

'I WIii be happy to help 
anyone to eet the. , 
history sorted out.' 

BETSEY WRIGHT 
Clinton aide. commencing on 

documents SOUg!lt by FBI 

poena had been withdrawn t-emporarily 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. 

"I will be happy to help anyonP. 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 
examining. 

However, during the 1992 presidential campaign. Wright 
collected numerous documents to rebut questions raised 
then about the Clintons· involvement with McDougal. 
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The Whitewater case 1s not the first White House 
controversy m which Wright has become involved. 

Last month. she took time off from her lobbying job lO 
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 1984. in an apparent attempt 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 political 
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 -0f 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 way 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 Frid,1y 
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 al 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 co"Hpondeflt MlchNI J. Goodman contributed to tllls 
story. 
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.earch Begins for Special Prosecutor on Land I 
. - - ,D- 11 : 

By DAVID JOHNSTON 
Sf,,looal •oTht~ YCIA TilMS 

WASHINGTON, Jan. 13 - Allomey 
General Janet Reno began a search for 
an independent prosecutor today, son­
ing through names of what aides de­
scribed as a "handful" of candldate3 
for the politically perilous job of inves­
tigating President Clinton's role In a 
failed Arltansas land deal. 

Justice Depanment officials said 
Ms. Reno and several top advisers 
have weighed the names of several 
we II-known lawyers as potential candl• 
dates and have telephoned some to 
determine whether they were Interest­
ed. The officials would not ldenllfy lhe 
pr ectlve choices but said they did 
not expect to have difficulty flndln& a 
pr .utor. 

A spokesman for the Justice Depan­
ment. Carl Stem, said Ms. Reno "wants 
10 do it quickly, to minimize any disrup­
tion to the investJgatlon." 

One official said tonight that Ma. 
Reno had made progress today In nar­
rowing the list of potential candidates 
and might name a prosecutor within 
days. 

Lepl Obetacla 
But there were Jeta1 obstacles that 

could delay the dedalon. One was that 
an Independent pr0leclllOr must com... 

ply with Federal ethics rules that bar I 
such a lawyer from representing cU• 
ents on matters before the Justice I)e.. 
panment for at leut a year after com• 
pleting a term as prosecutor. Depan- ; 
ment officials could seek a waiver of i 
the restrictions, but preparing such an 
action could take several days. 

M1; Reno had made no preparations 
for selecting a special prosecutor, the 
ofliclals said, and she had staned 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 · wu 
meeting with aides like Philip B. Hey­
maM, the Deputy Attorney General, 
and Jo AM Harris, head of the criminal 
division, who has been supervising the 
Justice . Depanment's Investigation. 
The inquiry centers on the Madison 
Guaranty Savings and Loan Associa­
tion, a failed Arkansas thrift. 

Madison Guaranty wu owned by 
James B. McDougal, the Clintons' pan­
ner In the Whitewater Development 
Corporation, a vacation-home deve~ 
ment in nonhem Arkansas. The Jus­
tice Depanment l.s Investigating 
whether Madison Guaranty Improper­
ly funneled m.-y into Wbltewater or 
into Mr. Clinton's 1114 re-electlon cam-

Quick action is 
sought for an . . inquiry on 
Clinton. 

paign when he was governor of Arkan- I 

lllebster L Hubbell, the Associate 
Attorney General and No. 3 official at 
the Justice Department. who is often 
Involved in personnel matters, has ~ 
Cl/ himself from the inquiry and is 
not included in the dellberationa con­
cerning an independent prosecutor. 
Mr. Hubbell ls a friend of Mr. Clinton 
and a former law panner of Hillary 
Rodham Clinton in the Rose law firm of 
Little Rock. In addition. Mr. Hubbell's 
father-in-law defaulted on loans from 
Madison Guaranty. 

Ms. Hams was a Federal prosecutor 
In New York. and her role in the selec• 
lion process has aroused spcculauon 
that Ms. Reno might conside r well• 
known lawyers from the New York 
area. like Roben Fiske, a former Unit· 
ed States Attorney in Manhanan. or 
Arthur Liman. who wu a top lawyer tn 

I 
the Congressional inqwJrylnto the Iran• 
contra alfair. 

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

. said. 
Some Justice Depanment officials, 

stung by news account£ suuesuna 
that Federal prosecutors had respond· 
ed slowly to the case, expressed con• 
cern that a len,thy search for a special 
proeecutor could slow the lnvettJaat1on 
or raise questions about the Govern­
ment's tactics. 

GrudJury~ 
In recent days, aaents from the Fed­

eral Bureau of lnvestigatJon delivered 
a arand jury subpoena to the president 
of Finl Bank of Arkansas, a 1mall 
bank In Wynne, Arlt., that had financial 
dealings with Mr. Clinton and White­
water in the pasl Leon Foust, the 

· bank's president, said he was served 
with the subpoena on Wednesday by 
F.8.1. agents. 

Mr. Foust's bank, once called the 
Bank of Cherry Valley, lent money to 
Mr. Clinton and to Whitewater durlna 
the 1980' s. accordln& 10 public records. 
1lle bank also served as a repository 
for Mr. Clinton' s I~ gubernatorial~ 
election campaign funds. In 1985, Fed­
eral resuJators traced money from 
Madison to Mr. Clinton's campallll ac­
count at the Bank ot Cherry Vallay, 
Federal otflclals said. 

Mr. Foust declined to dllCllu the 
contents of the subpoena, and It ii llllt 
clear whether the bank sUII· had Ille 
relevant records requested by Iba 
grand jury. Mr. Foust said that me 
bank retained paper records for ttve 
years and that some additional recorda 
mi&)lt stlJJ be available on microtllm. 

Last week. the Senate Republican 
leader, Bob Dole of Kansas, pve Ma. 
Reno a lilt ot - people he said 
would be credible candidaiea for spe­
cial proeec:utlW. Ma. Reno said lhe 
would consider Mr. Dole's candidates. 

On Mr. Dole's Ult were two Caner 
Administration attome)'I aenera~ 1 
Griffin eeu and Benjamin CivlletU; , 
Roben Bennett. formerly a special 
couruel to the Senate Ethlcs Commit• 
ttt; former United States Attorneys 
Michael Baylson, Anton Valukas and 
Dan Webb; and A. 8. Culvahouse. a 
counsel In the R111ald R....- White 
House. 

9-iqlltP- I 
Ms. Reno's search began after Mr. 

Cltnton bowed on Wednesday to heavy 
pressure from lawmaken In both par• 
ties to request a special prosecutor. 
Ms. Reno, who opposed brlnalna in a 
prosecutor from outside the Govern­
ment. acceded to the President's ~ 
quest. saying It was neceaary to main• 
taln public conlldence In the criminal 
justJcesysteRL 

Early today, the White House press 
secretary, Dee Dee Myers, aald in Mc»­
cow that Mr. Clinton had made his 
decision after conterrtna on Tuaday 
wllh his Mrs. CUnlOII, who WU In 
Wuhlnaton, u weU as with aides. 
"The President slep( oli It ll'l'ffllllllt 
and decided to ao forward." Ille aaid. 

Ma. Myers said then wen no cam­
munlcatlonl betweai the President 
and tbe Attorney General ID the da)'I 
Precedina the White Hou. dedtloa to 
ult for an Independent review ot the 
Issue. Mr. Clinton has not apoken to Ms. 
Reno durin& hla IIYerleU trip 111d did 
not plan to dlacusa tbe mauer with her, 
Ma. Myers ■aid. " I Just don't thlnlt we 
have a kK to IIY about ~ .. 

Other officials said the Justice I)e.. 
panment did not know that Mr. Clinton 
was aolnl to .-II at1 Independent pro1-
ecutor until a few...._..,.. 1¥. 
Wblla R- dlacloaetl • ... h!i­
Benard W~~~ llr -­
H-CINIIII, to t& Ital. 
the lnqul.ry. ., ~ . .•. . 

.... iM .,,_,.., •.••. ~ 
la a Nlat-4 de ...... l4 .... ft...... -•1«1< an re,! 
~ II-CIIDal' I ~ 
firm Ill -~ 'l6odt mlale!l .. i 

·thetlna'•~"!t Guaranty. . .• 

1be ~ wbldl II -,uat4 f~ 
the Justlce ~t laveltlpUGQ, 
stemmed fnna a la__. tr1jlDallJ 
brouaht by Ma~ Guaranty a,alDlt 
its account.ants. W!ml die aaYlllp and 
loan WU Wlmewffbybanllreaua-a 
in 1989, the ·GoYemment lnbertted the 

I sull 

ea ; 

1 



' t 

lspin Moves to Open Many Military Jobs to 
By E RIC SCHMITT ' / 10 do." 

1,ptt, . ... n.~ .. v., h!\t-t V Mr Aspm said ,oday 1ha1 he has 1 
,1;ASHINGTON, Jan. 13 - In one of discussed 1he changes wu h his des,g• . 
, las1 maJor acuons as Defense Sec· na1ed succes50r. Bobby Ray Inman. 
1ary. Les Asp,n 1oday announced a and that Mr. Inman suppont>d 1he new 
hey change 1hat could eventually pohcy. Mr. Inman would be responsible 
e.n thousands of jobs that are now off for reviewing the armed services· pro­
nits to women ,n the Army and Ma• posed changes, wh,ch a re due by May 
,e Corps. I. 
It w1ll 1ake several months. however. Mr. Aspln said 1oday 1ha1 he would 
tell how the new policy works ,n remain Defense Secretary unul 1he 

A new standard 
that will define 
what is risky in 
ground combat. 

Women 

acuce. Us.Ing a new standard def In• Senate confirmed Mr lnman·s nom,na, 
g what is r isky in ground combat, the uon. The Senaie Armed Services Com- I casualues ,n combaL j 
·med services will review all the posi• mtttee has scheduled hearings on Jan. : Mr. Asp,n today rescinded this so­
Jns now closed to women to deter• 25 or 26,, called m k rule and replaced it with a 
,1ne ,f they should stay closed. Troops The hnal proposed chan~es from 1he '. new definiuon 1ha1 bars women from 
volved in direct ground com bal, like Defense Oepanmenl are 10 be sul>- 1 ground combat positions only if 1roops 
,fantry and tank units, will remain all milted to Congress by Ocl. I !or review. I ,n 1hose Jobs have a high probability of 
,ale, but several ma ln1enance, eng,, The Pemagon does nol need formal I fighting enemy forces in close combat 
eenng and other combat support posl• Congressional appro\'al, but lawmak• i• under hosule fire near or at the fronl 
ons could open to women. ers could block changes they thought Imes. 
Pentagon offk:ials today predicted wenl loo far. The Army Immediately issued a 

,at IS,000 10 20,000 positions could be Women would be ehg,ble 10 serve in s1atement saying that the chanae could 
pen to women in the reserves and 99 percent of a ll pos111ons 1n the Air I open about 7,000 add111onal spaces to 
Clive-duty military. But Marine and Force. 90 perceni or pos111ons 1n 1he ! women ,n the active-duty forces, and 

·I ,rmy commanders have resisted re• Navy and 67 percent or all pos111ons 1n 11,000 ,n the Nauonal Guard and Army 
1xing the prohib1uon against women the Army. The Marine Corps could nol I Reserve. The additional Jobs would in• 
o ground units and could seize on provide a figure. but pe r50nnel uperts elude m1h1ary police, mechanics, 
·xcep11ons in the new policy to conllnue sa,d 11 would be lower than the Army's. ' sc°'ns. eng 1nttrs and lntelli&ence ana-
iarring women from 1rad11tonally Fundamen1al Chance I lys1s. Women serve in these jobs now, 
nale Jobs. Th n but mostly at headquaners or units far j 

Today's action follows s weeping e ew policy hinges on a funda• from the battlelield 
:hanges Mr Asp1n made last April to me_n1at change in the standard . by . 
,pen combat aircraft and surface war- which women are excluded from direct Malle r of lnterpretatloll 
;hips to women. These changes arrect• around combat. Until now. the m1htary 
,d mainly the Air Force and the Navy barred women nol only from ground The Army and Marines are likely to 

, ind have proceeded s moothly combat units. but also any support po- open some positions in air defense ar-
. siuons that laced the same nsk of Ullery, like Hawk antimissile batteries. 

' Rl&hl Thin& to Do' direct enemy lire. Despne the objections of seniorcMlian 
" We've made historic progress in II has been mililary 1rad1110n to bar Pentagon officials, the Army is likely I 

, penmg up opportunities for women in women from ground combat partly be· to continue barrtn& women from one lta 
all or the services," Mr. Aspin said at a ca use of physical requirements, a most sophisticated artJJlery weapona, 
news conference. " Expanding the roles threat to the morale or all•male units the multiple-launch roclttt system. Al· 
tor women 1n the military is the right and an unwillingness by the American though the rocket sy11em has a ranee 
thing to do. and it 's a lso the smart thing public to suHer large number of female or about 20 miles, field oommandln In 

Whitewater Issue Hampers 
Nightline's Access to Clinton 
✓ By BILL CARTE R 

The special acc,ess that President 
Clinton has gra nted to the ABC News 
,rogram " N1ghtline" during his trip to 
Europe was temporarily interrupted 
,n Wednesday when Mr. Clinton re• 
!used to give an interview to the pro­
gram ·s anchor. Ted Koppel. 

Mr. Clinton had agreed 10 give 
"Nightline" an interview on each of 
llve consecuuve nights this week. an 
arrangement that has had the other 
networks grumbling. But the President 
refused to answer quesuons on 
Wednesday about the decision 10 seek a 
special prosecutor in the invesugauon 
of the Whitewater Development Corpo­
ration , so no interview was conducted. 

Foroe One. CBS, NBC. and CNN have 
all formally complained about the deal. 
though the pr01es1s are less a mailer or 
anger than or strategy. Execuuves at 
the other news organ1za11oas acknowl, 
edged that they were hoping to force 
the Wh11e House 10 grant them their 
own Interviews. 

And. as CBS News executives said 
this week. the strategy has worked. 
Both the CBS anchor. Dan Rather. and 
the NBC anchor. Tom Brokaw, had 
interviews with Mr. Clinton on Tuesday 
night. Jim M1k laszewsk1. an NBC cor• 
respondent. also had an interview with 
the President on Wednesday n1gh1. but 
Mr. Clinton walked out after being 
asked about the Wh11ewa1er issue. 

The execu11ve producer of "Night• 1 " There·s no quesuon there's grum• 
line," Tom Bettag, said that While bhng .. said E ric Ober the president or 
House 0!!1cials agreed 10 resume the CBS 'sews "Obv1ousiy we, CNN and 
interview agreement without cond1· NBC are no1 go,ng 10 be thrilled 1f 
uons yest.erday. I 1hN~'s an extraord,narily long amount 

tn a telephone 1ntl, .it " , , . . .. . . ·: 
cow. Mr. Bettag sa id the While House I Bul. as Mr Ober ano uine r n~, ,..u, .. 
had been aware all a long ol the risk ' news execullves potnted out, the exc lu­
that another news story would break s1v11y being en,oyed this week by 
during 1he week regarding Mr. Cl1n- "N1ghthne" 1$ not all that unusual for 
ton' s involvement tn the V.1111ewater this President " :o;1gh1hne" already es• 
real estate development proJect and 11s tabhshed a close connecuon 10 Mr. 
reta11onsh1p to a ra,led Arkansas sav- Chnton when 11 won special access for 
ings and loan and that the President a beh1nd•the-scenes look at E lecuon 
would be a sked about 11. Day 1992 That program, "72 Hours 10 

. •The A&reement was Broken' Victory:· won an Emmy award . 
CBS also had exclusive acctss to Mr. 

" We made an agreement that the Chnton for a specia l news progra m 
President would give us an interview built around the lnaugurauon NBC's 
each night." Mr. Bettag said. " We !eel Mr. Brokaw had access 10 the Pres ,­
the agreement was broken " dent and his stall for a specia l program 

I 
The agree ment 111 1th " :o,i1ghthne" ha s laSt ~lay aboul a day behind th! scenes 

given the program unusua l a ccess to at the Whue House. 
the Pre\1den1. his stalf, planning meei • 1 "They ktnd or pick 1heir spots and 

I ings and e ve r,~h 1ng that ha s taken : try to e,·en II ou1 anyway." Mr Ober 
• place on the dai ly 1ra,·e1 a board Air · said. 

I the ~l"lian Gulf war ll8ed the sys1em 
! at the front lines agalnat tnq1 forces 

· Female Army o(ficera expressed 
tempered optimism about the prospec1 
o( additional ,paces III around un11s 

" Aspin hu done arut things in e.­
panding opponunlties for women. but ,1 
comes down to bow the Army and 
Marine Corps chooN to interpre1 this. 
said Maj. Lllllan Pnuke, a West Po,n1 
araduate who ·hu commanded orcJ,. 
nance w,its that repair tanks and 
trucks on the battldleld. 

Major Pfluke and other military om­
dais who suppon broadening opporiu­
nilies for women aald that command• 
ers could seize on four exceptions to 1he 
new polk:y to deny posltlona to women 

Women, for example, could ~ 
barred from unlU where the cos1 ~, 
renovattna bertha and arranamg for 
privacy are prohibltlvely expens" e 
lbe Navy, thus, mt,llt refuse to pu1 
women on a warship that was nc• r 
retiremenL 

Lona-range scout and special oper j • 

tions units would remain off hmus 10 
women. u would any job with phys,c J I 
requirements beyond Ille ab1h1y or , h• 
VIII majority of women. 

The exception about which mos , !• 
male olficera ex:preued concern .,. ., 
one that allows the armed forces 10 hM 
women fronl suppon Jobs that by m1h-
1.-ry doctrine operate and rema in w uh 
direct ground combat units thal • •• 
closed to women. 

Mr. ASpin inillally intended IO .,n 
nounce the new policy last week . r>c 
sent back a draft submllled by his 1111 
personnel aide. Edw111 Dorn, becau ,. 
Mr. Aspln said the draft's la ngu•,1• 
could be inter,nted u more resirn 
live than the current policy. 

f) 
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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. 

' ' I 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 ··1 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 quid pro quo 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 

I 
I 
I 
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agreed 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 questions 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 financ e 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 i n 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 
i n 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(l) -
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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 inquiry 
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 
Gtlry Locke that will bilk taxpayers is than neither seems to understand why 
ihe 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 shoul d 
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: 
Nuc lear 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. 
s anc tions 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, rec ently 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 :A.PW-(WA) on 01/18/94 at 14:06EST **** 
•••• printed by:WHPR(JEL) on 01/19/94 at 08:59EST **** 
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k-~hitewater - a1658 

• ·(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 contr oversial 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 re.marks 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, 11 presidential counselor David Gergen, 
reviewing the White House's handling of the Whitewater affair, ack.nowledged 
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. 1 1 

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 . 

- -r 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~for~ now, ' ' Heuer said. 

filed by:LAWP( -- ) on 01/ 17/94 at 02:27EST **** 
printed by :WHPR(JEL) on 01/17/94 at 09:59EST **** 
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TIME 
■ THE WHITE HOUSE 

SEARCHING FOR THE 

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

WHY WOULD A LAW'lER 

t •o'/IIU'\'.!4\Ulii ask the Justice Depart­
ment to subpoena some 
of the papers of h,s 
own clients - especially if 
those clients are the Pres­
ident of the CS. and hi< 
wife? White House Se · 

nior adviser !lf\lce l..lflcl­II 
sey has a simple answer: "Pnvacv.· Indeed. 
subpoenaed papers become part of the rt'C· 

ord of a criminal rnvcstiganon. unavailable 
for release under the Freedom of lnfonna­
tion Act and thus shielded more cffcct,vcly 
than otherwise from Congress and the press. 

Accordingly. on the day last week th.it 
the Justice Depanmcnt received a request 
under the Freedom of lnformat,on Act to 
make public files on \ln ,tcwater Develop• 
ment Coro.- an Arkansas land venru rc 
in wh ich 6111 and lld larv Rodham Chn'.~~ 
were partm·rs- the \i'h,te llou ,c an­
nounced that those files were undc·r sul•• 
poena. David Kendall. the Chntons pc•r• 
sonal lawyer. had askc·d for that subpoena 
almosl tv,:o week~ earlier. on Dre. ~3-th ,.: 
davClinton announced he would turn O\l.'r 
au· the files to Jusute '"voluntarili ·· As It 

20 

1 happened. Jusuce la,wers were already 
, drafting a subpoena: Kendall persuaded 

them to broaden 11 and demand more doc-
' uments than they onl(l nallv wanted to see . 

Kendall handed over about half the papers 
last week. af1cr a couple of dais of confu­
sion and c-ontrad1c11on the \ll111r llous,· 
had hrst announc-rd th.,: ,111 the p:ipcrs had 
been tumc·d on·r. and tl1en that non,· 
would be toi a c.-ou pk· P l " 'C'v"-' bccau~<.· 
the, · had to he · ratalog,•d 

lfod lh<' Prl·~ukn, w:rn lc:d In Jmplit) 
whispers of .. ro,'e' r ·ll f'>,. HHO ro:ir,. rw rould 
hardl..- have d<•,1,c•<l .t bclll·r !)tratct.."' And 
the A.dm1nistra1,on ort>mp1h· c-ompounded 
the ciamacc. Uc·S1l·C:c.:d 1,, nc-nunds that sht· 
appoin t a !-iµ<.•c.·1.tJ tuun,l ·I tn !Poi.. 11110 t1 1t· 

ca:,e, Atturnt·, l ,l·nc.•r-,ti 1,1nt.·t tk no !llC'..td· 
fa.,th· reius<.-d lo ci<1 .. o .11 this omt· Th .. t 
"m1Cht Ix• a 1)(~)1b1?! :, ·· , ht.• \a1rl. if (..011• 
c"·c·s-s pa.s<.<•~ ,,; n,·,, i 1'-' .w:hon,wlt' hc·r ;11 

:t,k ,1 ('0U!i 1( 1 ( I Hk h l ,I ' t'l'l 1,tl ('Olllhd ( lJ!t' 

old ),1,, t.· ,,mc.·o :n llJ':.1~ hu! 11 ,h,· \\ere hi 

narnr c. irk on rit i m, n n, '" · ~ 11d lh-110. rh1 

orw would hd w,e tr1t ti 111 nv ·i \\ Ould b·: 
"t ruh: mcit·pl·nd<: '·· lu <.rill<.' tia· a·.t,i >1 • ..; 
lnl! '('t'llh"<i l,ll!1l· .1111 1 1' , t'I• 11h1d1.· t!w \ \ 111'•· 

I lt1uwsonw a1dt•, ,, l':t·< •!it'nnc tn bc:t Lh.u .1 

!!','i ,,,, 1 \I\:•,,, 

::!f@; 
,-~ ?~~-
~:-~·:··~.~ ~-· 

t·. 



special counsd "'II oe nJnwd soon llut 
m11(ht be too late to'·",. Clinion frnm su,1 
c1on that ht• r,•s1st,·d .1., lune ,ts h,· ,-ould 

Ah<>!!ctht·r. 11 '<'l'm, a, 1f the l'r.·s1dr1 
th,· First Lad, and their a1ci"' h,I\<' fore, 
t('n t'\ en thu{1.: thn ll',trlH \! .li"\.1Ul d.11n .. 1 

control dunn£ the bitter ,.unp.ncn of 19' • 
Old \\'a, h1 nc1011 h.,nd, p,,1111 0111 that , ,. 
p1c1ons of h1dinc ,1 scand d u;u.ilh hur 
President iar more• tnan 111,· ".md.11 1b , 
l hat seem, especially iru,· in '"" ta ,c. Ti 
affairs of \\'huewat,•r and 1t, oort11crs-tl 
Chntons. James ~tcl>oui.:JI. th.-"" ncr of 
failed Arkansas sa,1ni:s arm-loan . and h· 
"'fe Susan-we«· so comnlutt-d th3l th, 
defy quick sum mal'\ . t\'en the quesho1 
that the dcahn!!S r:u,c arc too complex to f 
on a bumper snckcr The press and tele\l 
s1on paid almost no attention until recent 
ly. and then largd)• because 1t devclopc, 
that a file relatmi: to Whucwater had bee , 
removed from the offict• of Whit,• llou, 
counsel Vincent Foster alter he committe, 
suicide last July !that file i< one of the pa 
pers Justice subpoena,·d ,r,d 1,.cndal 
handed O\'Cr last week! 

But there IS a SIJ'OnC rca.son for \\'!111, 
House efforu to soft-pedal thr whulc affa11 
and 1t can be put ,n a smclc word I !ilia~ 
Compared ,.,th the President. the Finl 

Lady was a central play,·r Amon~ othe1 
thinffe she sou~t power of at1omc)' fo1 
Wh11ewa1er a,v.l repre<en1cd ~tel 'ouµl· 
S&L before a state rcj!Ulator appointed h) 
her husband. tht•n Arkan.,,ll> c..o,·cmor 
'"flus is hen." sa,~ a \I lute ttou-.e offici.31 
"If the troopers (_;·ho 3CCu>t·d Rill Clinton of 
extr.tmarilal affairs! Wl'rc about him. th" 
one IS about her -

Bui .,.,lhrn the \\'hilt 11011, .. no one " 
allowed to vo1t•e an,tJ11nc lh.H ,ound, lik, 
cnhc1sm of H~lal'\ The 1...,1 pt·r,on who 
tncd- stafi sccre1,1n 10h11 Pod1.•, 1 1. who 
SUg,t(CSlcd tl1al .\ Ir , lhnt<•n nrn:ht ha«· 

had somcthrni: to u,, "uh 11., · """'""''' of 
the \\'hue llou,c 1r,l\d·otl11 ,1.,fl - " :1, 
ba.ni~hc-d trom th1.· 1111wr c:11d, 10"' month, 
It \\'Ould ukt' ron,1dl'rahh hr.,,, r . rur ., 
Clinton aide 10 f,itt· tht· h1. ,hh 11t ,, 11h .1d 
,,ce toacret.• to a ,rn·<.1.11 c·uur1,, 1.11HI It t tl1• 
chips (,;1II \l, h<·re thn n .. n ,11 , -:.· , o nu· ,. 
those chm, m1ch t f.,li on 111, "11,·, lw.,,• 
latt> l,1,t ·wC'd,. nom.'tht·it , ,, • 1• , , ·m, · 
\\'hue llou,c ofr1n,i• ,1 ,; : .. , , • 

c1aJ coun.)d 1cit.•,1 wu!, Lllnt · :. t ,1 11 , ,c. n tn· 
Commandc:r 1n C.:h11. f <h:r1.·rH d ' .i fl 1il.1r, ... 
fierce oppos1111. 11 - .. t 1c:..1 ~· 1 '. 11 •. 1 ra• 
prob1rm ror tht.· \\ 1i ,h , w~, · c. 1,111 · , 

that ~tor1t:w.iil11,:: or tit· '\, : ,1. i c • ;· 

onh rn1en~mt'c. l1 1l· m:•·,t1- •' 
Tht· l") ,M: nt1.1J bJl J- Cr ,,u·, ,111m l. 

enouch tht• Cl1111t•:~ .i i. \~ 11, ,w .. · ,1? 

1orm1..-d \\lt111,.•\,:1t· : . • , <·01111 ~- · u ,, ,: 
Un~u('C'eS~fulh tu ..... :L: 1.1110 1:, 1, ,i tJ1, 111 :\· 

kansas for V:lC'3t 1on uvm•. ~ w lt.•:-1, ( 1·, 
ton's h~t \'t'J~ .,, t.c i\t n ,, · • .!!"~•!• ,I 1: 

ex1stt•m1.· un:1J l.i·, 1.1 • ,. •• , 1\, .. 
McUom!.th, ~ ... , I . ~1.uu , . . ,. 1. ,11. ~ , . · "' • • 



: broke. costing federal taxpayers $47 mil­
l lion. Madison was regulated by Clinton's 

state government. while ,ts deposits were 
insured by the Federal Co,-emrnent. 

Suspecting check k1hng and other 
abu~l'S. 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 inveshga• 
hon and possible prosccut,on. The refcrr.il. 
which has never been made pubhc. men• 
honed the Clintons. but m what capacity is 
uncertain. People who have seen the refer­
ral say it defini tely did not identify the 
Clintons as suspected wrongdoers. Some 
,ay they -.-ere named as potennal wimess­
es. or as people who might have benefited 
from improper activit,e~. though perhaps 
unwittingly. As investigators delve more 
deeply into the tangled affair. they w,11 be 
seeking answers to these questions: 

How Deeply Is Hillary 
Clinton Involved? 

A loan •he look 
out for 
Whitewater 
1ppean 
lobe 
lmpr-r.A 
t1i.onthe 
companywa1 

remo-from 
the office of 

White House counael­
and the Cllntons• person.111 
law,--Vincent rostM 
(shown here with the first 
Lady and In wff• Liu) after 
hluuicicle In July. 

somewhat less clear. But there is no ques­
tion that James McDougal was one of Clin­
ton's money ra,sers. In particular. ,t 1s 
known that he held a fund raiser m 1985 
and came up with S35.000 to help repay 
Clinton for a S50.000 loan that the Cover­
nor had made lo his own campaign fund 
the previous year (making personal loans 

• to their c-ampaigns is a common practJrc 
among poliuc,ans). There 1s some susp1· 
c,on that at least part of the money ma}' 

I have come from ~fadison's depositors 
1 rather than from bona fide individual 
I contributors. 

Iowa Republican Jim Leach. ranki ng 
mmonty member of the House Bankmg 

I Committee. makes th,s charge explicitly. 
I Says he: .. The effect is that the money that 
I Aowed into the Clinton campaign to pay 
, hack a personal loan of the Clintons' ends 

up being deferred public financmg of a 
, campaign. and not by choice. That is. the 

WIIS MONEY FROM MADISON GUARANTY I monev tn effect came from an insolvent 
AND/ OR WHITEWAT£R DIVERTED INTO I thrift (institution). paid back la1er by the 
CLINTON'S CAMPAIGNS rOR GOIIERNOR7 I federal taxpayer" in the form of re1m ­
The RTC is known to have raised this ques• 1 bursements 10 money-los,ng depositors. 
tion. The grounds for its suspicions arc I :..lothing has been proved. however. and 

:!~ 

Why Was Whitewater 
Such a Messy Deal? 
The forested p-r1y ..... 
entMgted in the chummy and 
ollen clumsy _..d of 
Arkansn bus.inest and 
politics .. fo, .. .mple, s1-

Smllh, a top aide to 
Bil Clinton, and 
Jame, 
McDougal, the 
Clinton•' 
princll>"I 
.,..r1ner in~ 

WMtewater 
enterprise. were on 

th• board of l!te Bank of 
Kingston, which lo-d 
Hillary Clinton $30,000 in 
1980 to build a model home 
on - of~ 42 lot• in the 
real estate d..,.lopment. 

Tl\1E,JASl'ARYl7. 1994 

Clinton has denied anv knowledge of 
money improperly dl\·erted mto his 
campaigns. 

010 THE CLINTONS GET SWEETHEART 
DEALS IN WHITEWATER AND OTHER 

I VENTURES? Quite the 0J)positc. say the 
President and First Lady: they put 
$69.000 into\\ 'hitc" a1er and lost ,·irtual• 
ly all that money But 8,11 Chnton once 
put the loss at "at least szs.ooo:· and the 
Clin tons never wrote off anv loss at all on 
their tax returns. A Clinton aide contends 
that the documenta11on 1s too poor to en· 
able them to do so. 

Other aspects of the Whitewater ven• 
ture are somewhat odd. To begtn with. 
the Clintons got a half share. although 
they mvested much less than the McDou­
gals (who put in $92.000). The Clintons 
have claimed to be only "passive" mves­
tors who let the McDougals run the show. 
but that hardly squares with Hillary's 
known activities. In her 1988 letter re-

1 quest mg power of attorney. she mentions 
I having been actively involved 1n selling 
I lots. Also. she built. sold and then bought 

back a model home. It now turns out that 
Hillary built the house ,n 1981 with a 
S30,000 loan from the tiny Bank of Ktn~s­
ton. which was controlled by McDougal 
and Steve Smith. a former top aide to 
Governor Clin ton. /1\ nother shareholder 
was Jim Cuy Tucker. who has succeeded 

1 Clinton as Arkansas Governor.) Marhn 
I Jackson. who was then Arkansas bank1ni: 
I comm,ss,oner. has told TIME that the 
I loan violated state rc~ulat,ons because 
I the home and borrower's residence were 

outside the area 1n "h1ch the bank was 
permitted to lend. 

Then there was an 1nc1den1 ,n which 
~lcDougal in effect swapped 20 White• 
water bo1ldmg lots. almost half the proJ· 

1 ect's total. for little more than a twm-en-
1 gine Piper Seminole airplane that was later 

sold for a loss of Sl3.000. That loss was ab-
sorbed by Madison Guaranty's depositors. 
but federal ta.~ayers e,·entually had to 

I pick up the tab throucl, the RTC. Another 
intriguing factor ,s that the plane was at 

I one point owned by Seth Ward. the father• 
• tn•lawofWebster llubbeU. then a law part• 
, ner of Hillary·s and no" Reno's top dcpul\ 

at the JuSt1ce Departml'nt. ~lcDouµl sold 
\\'ard the plane. and his S& L loaned him 
the money for the purchase. \\'ard told 
T IME. 1n order to keep the aircraft off Mad• 
,son's books. where 11 m1eh1 have aroused 
susp1c1on among rc!(\dntors. Hubbell acted 
as counsel to his father-in-law m the deal. 
one of se,·eral conn«uons ",th the thnft 
that have had the effect 01 1orcin~ Hubbell 
le d,ssoc,ate himself from an" 

0

m\'est1~a-
11ons mvolvin!s \\'h1il'll'a1Cr or ~fad1son 
All in nil. Whitewater's finances were tan• 
i:led enough to make the 1r:id111onal can 01 
worms look simple 



DID STATE RECULATORS CO EASY ON 
MADISON CUARANTY IN RETURN FOR 
FAIIORS TO THE CUNTONS? This is anoth­
er charge lc\'elcd b" Leach. who cannot 
convenienth be acc~sed of blind partisan• 
ship. lie 1s. in fact. perhaps the least part1• 
san Republican 1n the llouse. One reason 
for thcco11tcnt1on atthe <tart of 19S5. Clin­
ton appoin ted lle,wl" Uassett Schaffer as 
head of thl' stJtc <t<·p.trtmcnt th•t regulates 
S& Ls. Later. Schaller aprro"ed a proposal 
for an unu,u.11 ; tO<'k sale 10 shore up 
.'llcOou2al, alrcach troubled !>&L. The 
proposal was pre,ented b\' none other than 
Hillarv Clinton. ac11n1: as attornc,· for Mad­
ison Guarani\'. 111e ·stock sale.' however. 
never went into effect. and records in the 
Arkansas state sccunty 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. 

I Where Does the Failed 
Madison S&L fit In? 
Almoot everywhere--out 

, nr,er neatly. Hillary Clinton 
represented Madia,on 
belore state regulattor,. 

I II• wheeler-cleoler 
chairman James 

I McDougal, who aloo ran 
4 Whitewater. once 

received loan• •pecttically 
, restricted to "disadvantaged 

penons."The tac1k1 of 
McDougol ond hi• now 

1 estranged wife Susan 
eventually caused Madison 

I to go under-et• cost of $4 7 
million to feden1I tupoyen. 

I 

I the bench. and .'ltcDougal pressured him 

I 
to arrange a $300,000 loan to clean up 
some dubious Madison Guaranty loans. 
Hale did approve a loan of that amount to 

WERE THE EVENTUAL INVESTICATIONS I McOougal's " ~fe. but SII0.000 went into 
L£SS VICOROUS THAN THEY SHOULD Wlutewater. Clinton denied exertinf! any 
HAVE BEEN? In 1992. when Whitewater's I pressure and said he had been unaware of 
name was startint[ to crop up in stories 1· such money \\inding up in Whitewatt'r 
about Bill Clinton's campaign. Denver law- Hale proposed to Casey th31 he h3,·e him· 
yer James Lyons did an audit. at Clinton's I self wired up to record incnminahng con­
request. that to critics seemed highly anad- I versahons, perhaps " ~th Chnton and aides 
equate. The RTC's referral of the case to Jus- 1 Casey refused, suspecting the offer wa~ 
!Jee landed 1n Washington in the fall of I not serious. Hale. who had been indicted 

1992-just as Clinton was forging decisive• 
ly ahead of Geoqte Bush m the presidential 
race. Jusllce ollic1Jh were afraid the\' 
would be accused or a part isan cffon to 
smear Clinton ii the\' h:1d W:,_sh ington take 
over the 1nvest1j!at1on. so they len II with 
the U.S. Attorney 111 l.11tlc l\ock. At the t1nw 
that was Rcpubhcan Ch,rlt·> ll3nk,. but al• 
ter Chnton·s , 1ctorv hv "·" rcpbe .. d I" 
Democrat PaulJ Cas,·, 

Enter Da,1d llak an Arkans:i< jud~c 
and head of a lcnchnc <-oinpanv that was 
backed by federal mon,·, I i:rle da1ms that 
in 1986. Clinton "ho h,10 appoinkd him tu 

What Did the Clintons 
Know About the Plane? 
Did they know that their 
__, McOoupl hod 
elChonged Whit-ater land 

andclMrted 
moneylrom 

Modiaonto 
purd\oMthe 
Piper 
Seminole 7 Or 

-itunply 
__ _ onother of 

Md>ougol'I •-et•? 
Madison,. director-. were 
certainly kept In the da<k. 
Clarence Edw•rd,. a bo•rd 
member, heard ol the plan• 
for the first time last wieek. 
uThe board shoutd have be-e n 
informed," he w id . 

, for fraud in a separate cas.:• wantt'd (,a"'' 
to give hi m a pica bar~a1n . (.a.w, oAen·,1 
instead a reduction in sen1,·11w 1i iw oit-.,1 
ed itu ilty and cooperat,•d '"th tn,• to,·r11, 
ment on other matters. llu l Hale rr1u"·d 
the deal and will stand tn,,I nnt mon:: 
Casev eventual I\' recu\t•rl nt.•r ·wlf 1n.un Ix •l 
the I·iaie anci ~iadison ra,,·, hot mo<t I·· 
latedh·. last :-.o,·emlx·r ~1..- "''"lei n.,·. 
troubiecla imin)! 1mparti,I"' ,lw h.,d o, , · 
a law sl\ldent of Bill tlint,,11, JOU j , ul~ · 
1e,•r m all his camp,m:n, Jh•r lnhn.11;.l 
works for .-\ rk.an"1-~ {.o\L·rn11r lt1l ► l'f ,v 
had mani dealincs w11h ~ll I >uu~.,I \II· 

--- --- - - - -----
11\11 l\\.l\t., i7 I"'•~ 

Casey's recusal. the Ju.shce Department 1n 
Washington took O\'Cr the invest1ga11on. 
pending possible appointment of a special 
counsel. 1t is being run by Donald ~1acka), 

1 a senior trial attorney-and a Repubhcan 

It is important 10 note that no one ha, 
1 offered proof of any cnmmal actl\ltv Even 

1f an\'one did. 11 would be "'"' chlh<·uh to 
1 prove the Clintons knew of II and ap· 

proved. Who would he a rn,d1ble \\lines, 
, against them' James .\ le Dougal 1ns1sts 

they did noth ini: " Toni:, appeartn~ la.\t 
week on the tabloid 1Y Ac;.,,,...,,, ,\{fair to 
make the poin t Even 1f he were to.decide 
otherwise. 1,e.l,as suAered a mental brea~­
down. Susan McDouit311s s<•parated trorn 

1 him: last week she oleadt-d n(I( l!'.u1ltv to • 
Cal1iom1a md1ctment chari:1nl!'. her "1th 
embezzl ing $200.000 from symphonv con• 
ductor Zubin Mehta. whom she sel"cd asa 
fi nancial ad,,scr. Even Leach t,m,·t-dcs the 

1 whole affair has no potrnllal to b<- Jnother 
Watergate: 11 1s entird) po!,S1hle the Cli n• 

1 tons " i U ne\'er fare any peMl11,•s at all or 
be askt'd onh 10 repa, some mone" to 
Madison Guaran1v dc•po"to" .incl rw ar• 
<.'US('d or a ronfl1c t oi 1ntt·n·,t ')t ,a ,., c·n o, 
the- standards of .\r hJr,,.1, ,, rwH: rnfmnc·r, 
0 1 a tinv fma nc1.tl •poht1l,1I rh 1, c.11u,t.1n1h 
dl·31 \\1th 011{" Jn<1lr,1.: IL11.tr.. .. • , rrt·v. 

l ,11100 of a hus1nr,, p:irt1k r h1.·1 ,!:· .1 o,inJ 

1m:. re)?ulator :1p1x.nntt·.! t, J • r,·1,n.1:11' 

tlw(.o,emor ~<'('nl<-101" '.." -11: .·: • i·: t r u 
:\I l.he \ 'C' r\ h.•,ht. tht L1rn1, · • (. l h111. t 

of lames and :,u,.m \11 I'"'"·,. ,· 1 I,.,·, 
Haic ~ J\\0<"1:t11·, (.JJI 1.1:n qq, . II . •• 

3b1ht\ to 1ud!:•· u1.u.u. · \· • 
uUt.')IIDnS r.uM"d 1,, u iv • .rt.1 • 1 • \ ,., 

b:al'k to haunt Ch 11 w11 111 !11, 11t • r 1' • J•, .. 
n·•dcc-tion run h n,"' 14 

· : t' .. 

m_nt and h1, \, JI,• . t: " .,:11 1,· • 

,,·r""1nc: :\.11 lht· nu,•1• rt ., .. · :. , 1 
• 1 ,1x•uJI l'tm n,1. ·on(11.. : .1 • 

t1c..111on th:i t 1~ rn·1.· 0 1 .11 ,1, ,u,pu · • l: 
l nh:ss th.u 1s doi :,• ru• 1 i.,- ,, .1 , • • ~, • 

kno\\ . _ - Reporlt dbr hurenc• I. Barrc1r a ntt 
M,ctt.ae, Du H-,IWasl'ungto11, RKtt.JJd Ben,•r anr! 

Ad.im Ucorin,liU# Roe.• 
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Troubled 
White House: The president has finally launched 
a Whitewater counteroffensive. But if he has 
nothing to hide, why is he so defensive? 

BY HOWARD ft NEMAN 
AND Boe COH1' 

ILL CLINTm(s AIDES /IRE ., c -

B 
customed to his angry "mom· 
ing vents." But last Tuesday he 
was Vesuvius. A New York 
Times editorial said that the 
Justice Department's investi· 
gation into the tangle of Clin· 

ton business deals known as "'Whitewater'· 
wasn't credible. The paper demanded the 
appointment of a special prosecutor and 
accused the president of failing to seek 
"open government and impartial justice ." 
Slamming his fist on the JFK desk in the 
O\'al Office. the president declared that 
he had never been a punching bag- and 
wouldn"t be one now. 

So. two da.vs before he left Washington to 
allend his mothe r·s funeral in Arkansas and 
then embark on hi s trip to Europe. Clinton 
launched a counterolfensi,·e. He renewed 
his promise to turno,·er all files to theJusticc 
Department. .-\ top-le,·el team was told to 
get a handle on the facts l"\\'e don't know 
what our total exposure is:· moaned one top 
Whi te House aideJ and 10 persuade the 
world that there is no scandal here. Report· 
ers were offered detailed briefings. Aides hit 
the talk shows to denounce the GOP ·•witch 
hunt" and dccr.·a town that wouldn't allow a 
president to m·oum his mother. 

But the damage control was several days 
and several dollars short . For too long th" 
\\"htte House- and the Clmton campaign 
before II - beha, ·ed as thou~h there were a 
land mine hidden in the Arkansas thicket of 
political!~• incestuous banking and busine« 
deals tnr , 1 storvl. Disclosure has bec•n 
grudging at t>l'sl.· Ofllc,a l statement< w N(• 

14 ~·rw,.;wr, .._ J <\st· a\tt\ 17. I 9!-I.! 

conlradictorv. And the suicide last summer 
of White House Deputy Counsel \"mcent 
Foster. who had been the Clintons· lawver 
for vears and had deal t closelv "~th 
\Vhiiewater. envelops the contro,;ersv in 
the aura of novelistic intrigue. 

At the verv least. a full review of the 
documents concerning the Clintons busi· 
ness dealings in Arkansas would show that 
thev associated. at times. with a sleazv as· 
sortment of 1980s hustlers. Not a flattering 
picture. especially for Democrats who ran 
against the wheeling and dealing of the 
Reagan-Bush years. but hardl.v enough to 
warrant raising the word impeachment. as 
GOP Rep. Jim Leach did last week. Still. if 
there's nothing illegal to hide. why has the 
White House been so unwi lling lo talk ­
and to chart the paper trail~ 

Part of the explanation ma_v be s1mpl~ 
miscommunication. Files related tn \\'h11<•· 
watE'r were found months ago m Fostrr°, 
White House office. but that fact was d,,. 
closed onlv recentlv. :\l the time. the Chn­
tons' business dealings had faded from the 
news. White House Counsel lkmard 
l'>ussbaum. who oversaw the d ,spa,al ni' 
Foster's files. apparentlv didn't kno"· that 
authorities had started a nc,1,,• rn,·cstH,?at h.m 
into the dealings of J:1111os ~ I cl)ou~:;I. 1 he 
S&-L cowbov who was the Clinton, oart · 
ner in the original \l'h11 ewatN de,·elop· 
mcnt. Nussbaum sent the fi ie5 10 the 
c:lintons· personal bw linn. \\'i lhams l· 
Connolh•. which 1s onh- now in the> pn,rl·"" 
of turnirig thC'm ovrr 1·u 1u!)lJ<'t\ 1)1,·(,r\?.1J1•· 
z.at1on also he)ped crca1r .:i n 111·;:1~c nt· d ·, · 
scmbling. The Chntnn< hadn't dcciar,,,! 
their \\'hitewater loss.·, ,\ nrl \\'h,to I lvu -.,· 
a.id~ Ceoqzc S1cph:1nop(Jul .. ,, dc•ri.1r, •< i (>i ;-

--

't·:.;·!:.~: ~-.' -~-;-:._-~ ~--
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J:in. ~ that all \\.hllewmcr tdcs h;id lx-cn 
turned u,·cr to the Jusucc Oepanmcnt. In 
tact. none had been 1'he" '"' n I ,,II lx-
1rans1crrcd until Jan. I~ · 

Bui the grudging disclosure isn t entareh­
accidcnwl The Clintons.apparemh- th ink a 
.. ,one ot prl\"ar~·" extend, to thr1r fami ly 
tiruinc,jl records-a cunuu, nouon. at tx-,1. 
when ap1>ltcd to their . \rkansas busmes, 
ventures. Clinton was governor tor a dee· 
ade: the First Ladv was one of the stntc·, 
leadm!! corporate bwvcrs. and she repre­
sented :llcOougal's Sc-L :-.1 ad1son Guaran· 
1v for the Rose Law Firm from 19b510 1986. 
· The Clin1ons ha\'C bro111;ht :i dctcnS1\'e 

campaign mentality ,mo the presidency. 
The thco~· ts: don't g1\'C ammumt,on to 
enem,cs In 1991. before has r,md,dac". 
Clinton hart'd "opposa11on rescarrhcrs" io 
examme h,s public record 1n scarch ol trou­
blesome ,,sues. \\'hJtcwatcr was the most 
problerna11c. \\'hen The ;>;cw Yori. Tunes 
mvcs11ga1cd II in March 1992. lh<' Clmtons 
declined 10 be imen,ewed sendmit one of 
Hillarv's best friends. 1'ew York a11omcv 
Susan· P Thomases. m<tead. Later. the 
campa,~n commissioned a report that 
dl'art:'J the Clincons. Out the ciucumrnt~ 
w ere Ot'\'~r released 

Iran-contra: Whale Housc span doctor< 
ha"e their own reasons for wannc" The 
bus inrss f1i<'s are scattered .rnd mro111plt•lt·. 
and. aidc1 '""· lea"e 100 much nxun lor 
consp1ra1onaf fanra,-·. 1);1v1d Grr1ten wor· 
nes aooul "selectl\'e leakm,c lrom luSIICI' 
l\nowmR 1ha1 Jusllce had dratted a narrnw 
subpoena. Da,;d Kendall. the Clinton•: 
law\"1•r. expanded ii 10 CO\'Cr a wide arrnv of 
documents. \\'hv? Becausc d1<el11sm1t ,nlor· 
ma1ion from a ~ubpoenaed document " a 
federal cnmc. And in an ,ron,c t\\·,st on 1he 
lessons or the 19S0s. Clinton a,dc, lear that 
a special prosecutor m111ht be-come a "run· 
awa .... - another Lawrence \\.alsh. who 
spent SL• ~ears mvesll?tin2 the Rea2an ad· 
mm1s1ra11on and lran-ronlra. .·\llornc, 
Genernl lanct Reno 1h1n•s lu,IIC<' lawver-. 
can handle the case. bu1 <he " nu lon!,!N 
rulmR out naming a so-called "indepcndcni 
counsel" ;rconqress 21\'CS her the 00\\'('r 

Whatever else happens. the conlu,aun 
should d1rnpa1.- ";,h the am,-al 01 1h1• II<'" 
While llouse deput~· rh1cl 01 ,t,ul. llaruld 
lei.es. a 5·1•vcar-old Kew fork lnwvcr. II 1< 

llr>t ta,k w:is to be heahh c.ire. bui h,, " '•'' 
detaJed la,t week 10 run the \\"hlle\\.ll er 
team 1n>1<'ad. Blunt. roul·muu1 lwd . md,·1.,· 
1,2alM- ,nown for brcakm2 111m1111n· ano 
,cuillini: w11h toes- Ickes bnn1ts iN enaar­
or2a1111in~ skills and ualo11, advoc:ir, h) 

the 1nb. I le was an earh· ''" d·n1th1> la" , cr 
in the South. and M, 23 ,,•~1r) 01 l":1ml'u~n 
exoenc-nC'e m ch<- onh· media rnv1ronmrn1 
to~2ncr than the capual: Sew fork . I k 'll 
need :i ll tha1 sur-·" ·al skill to hcln the Cl 111· 
ions makr \\.httewarcr go away · ■ 

' \ ' , \ \ ! •I t •lopl , , \\-,\\ tt , I \ "I•\ • <tt ' '' 
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· Shirt Pocket BriefEase* 

Our Shirt Pocket Briefcase lets you take 
notes on the run. Instead of writing on 
business cards, which are often coattd so 
the ink doesn't dry, write freely on 
3• bys• cards. 

Our new mod,/ has a writing surface 
plus two pockm forcards (so you can keep 
completed cards separatt from blank ontJ). 

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

$29.95 • $4.95 ,hipping 
$3,95 Optional Monogram 

MC/VISA/AMEX/D1/Ch«.k • Florida add 6~ 
Money-Back Cuaranttt • C.ttalog on Rtqu~.st 

800-544-0880 or 40;-276-4141 

L EV E r--.J_Q __ E_~ 
T OOL• ro a • ■ a,ous a a.-.o aa s 

97S S. Congress Av,., Code NYSP6. Dd.-.y. Ft J}«S 

1\.rflond, Y._.Oftw.A.1.1 

Porth swings ond bait led. 
Whit, sond ond emerald 1,-aler. 

Slip away lo your°"" ~ 
by1huu, 

in dus small town 
on Florida's Panhandle. 

Call !Oday for infonnation ond 
rtSCM!ions. 

1-800-277-8696. 
_,...,._ ... 

FLOWERING DlTl'CH GARDEN ~ .. 111■ 
A 11nlqu• •n<I ucllln111ft. 
19 eardully selected bulb, (S vui­
dlt*rt prtplanled. roottd and 
reody to .,.,_ In ,u,n fo, 1,"<tks. 
Complimtnt your Dutch Cvcltn 

with a buutiful piect olhAndcntted 
NH l)Otltl)I (ll sholml. 
Available throuth Eosttr (April 3). 

SEHi>, _ Dutch Carden S29.00 ta. 
_ Dutch Carden w/ Handcrllltd Pot SSJJIO 

AM 12.50 """'· • Mlg. for-11 """""' oddnu. TOTALS___ 0 QE()CENQ.OSED o we O YISA 

~ -N). DP. -mm 
t:nY 11'A1t --~ 

MARLBOROUGH GREENHOUSES, INC. 
PO Box 32 NY • M>.rlborou,i,, NH 03455 • 60H7M397 

THE POLITICAL SCENE 

THE BI\IDGES OF MADISON GUAI\ANTY 
Whitewatergate is one old story the Clintons <all 't shak.e-4JJhich means 

Capitol Hill is about to get a cra.rh course in Li/lie Rock. mores. 

31' PETE!\ J. BOYE!\ 

BILL CUl'tT0N'S Arkansas past ar­
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 advenrurer 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 Fost~r•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 
M cDougal 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 
Christmas 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 arc 
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 Iowa, 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 wo~ 
a potential scandal, the unfolding of 
which the White House will have to 
spend much energy endeavoring to 
control. If the White House succceds­
say, by avoiding the appointment of 
an independent counsel to investigate 
the matter-it risks the appearance of 
covcrup; 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 refonn, 
health care, and other Clinton initiatives 
planned for 1994. 

That President Clinton should be 
confronted with just this sort of contro· 
vcrsy-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 =ordinarily accomplished 
wife, has years of toil on the Demo· 
cratic Leadership Council and the go\'• 
ernors' conferences, his cultivation of 
friendships in the media. But Clin­
ton was not pulled fully formed from 
the loins oi C·SPA:S: first. there was 
Arkansa.s. 

Clinton ran for the Arkansas Con· 
gress in 1974, at the age of twenty· 
eight, and was involved in a statewide 
campaign every two years 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 
fnor·trading and of eye· 
gouging political ~ 
the oocaine dependency of 
Clinton's brother, nurt\lfCd 
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, cxtrcmdv insular 
ftate, where no 

0

one, it 
seems, is more dun two de­
grees removed from the 
business of anyone else. (In 
a typical encounter during a 
recent visit to Arkansas, I 
1'211 into a couple at dinner, 
both of whom had coMeC· 
lions to the Clintons: the 
wife used to be Chelsea's 
dance teacher, and the hus· 
band is Gennifer Flowers' 
anomey.) 

Some of what the in· 
quirics may reveal could be 
learned on a walk through 
downtown Little Rock, or a 
drive through one of it< 
neighborhoods. Tne town's 
power culture lives and 

Lindsey & Jennings, the law firm that 
hired Clinton during his out years and 
that Bruce Lindsey, the White House 
aide who directed spin on the trooper: 
sex st0ry, was a panner in; down Fourth 
Street stands the First Commer· 
cial Bank Building, where Frank White. 
the Republ ican who handed young 
Go,·cmor Clinton his only gubcmatori:il 
defeat, can often be found standing 
outside his glassed-in office in shirt · 
sleeves and suspenders, jawing poli­
tics; nearby is the Stephens Building, 

33 

from the Counov Club of Little Rock. 
will take you p~t the late Vince Fos­
ter's house. which is just a linle wa~·· 
down Stonewall Road from the homt' 
of Kaki Hockersmith, Hillarv Clinton's 
interior designer; a couple· of street, 
away is the house that belongs to arch,­
tect T crtv Rasco (as almost anvonc can 
tell you: he and his wife. c;rol, go: 
divorced after Carol went to Wash­
ington to become Clinton's directot 
of domestic policy). "These people 
didn't just sec each other downtown­

they shopped at the same 
Kroger's, they saw each 
other mowing their lawns," 
says one Little Rock Friend 
of Bill. In such an at· 
mosphere, alliances arc 
made and friendships arr 
formed-particularly be· 
tween politicians and their 
sources of money--that are 
deemed standard procedure 
but seem like confticted en· 
cin.glements when they are 
scrutinized outside that 
context. 

TH£R.E is no more vivid 
example of such an 

entanglement than that 
binding Jim McDougal 10 

Bill Clinton. The two men 
met in 1968, while working 
on the reelection campaign 
of that Arkansas icon Sena· 
tor]. William Fulbright. 
McDougal amused Clinton. 
then a college student at 
Grorgc1own. "ith his dead -
on imitauons of F.D.R .. 
and advised him in polincs. 
eventually helping to ru 11 

Clinton's failed '74 cor•· 
gress,onaJ race. Each mJ" 
harbored political amra · 
tions, but it was plain thJ: 

works elbow to elbow in an 
atmosphere that invites, 

Bill Clinton was n~r f"llrd fully formrd_irom 1/x /oms ~( 
C· SPA.\Vlrsl. thert -u.w llrkarua.s 

with in particular sort of 
conviviality, a certain cron~1sm. Step ou1 
the front door of the venerable Rose 
Law rtrm and vou·re a block awa\' from 
the Worthen ·Banking Corpo;ation. 
which provided Clinton ·s Presidential 

Clinton . not .\lcDougJ;. 
had the talent with vottr, 
i\lcDougal was driven w 

~ campaign with a S3.5·million line of 
~ credit in the crucial da\'S before Suocr 
iTuesday; housed in the\Vorthcn B~ 
~ Building arc the offices of Wright , 

monument to the megabucks Stephcm 
famiiy. longtamc Clinton benefactors. 
where Clinton has his Aricans:IJ' White 
House office. Along the route are the 
Capital Hotel and the Little Rock 
Club. favori te dining haunu ior the 
power crowd. A drive throu;:h the 
comfortable residential neighborhood 
known as the Heights, extending out 

make the big score linanciali,·. :md 11 

bcnciit bi~ polmcal friends ii he su, -
cceded. Senator Fulbright and his iam 
il~· entrusted l'vlcDoui.u with a number 
oi propcnv deals, and in I 9i8. whrn 
Clinton was Arkansas Anornev Ger· 
cu.I. ;\lcDouga] m,·ucd Ball and°Halbn 
Clinton to ioin hllll and his wife. Sum:. 
in a land deal that promised 10 mah 
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both couples a lot of mone1·. The land. 
called Whitewater Estates, comprised 
two hundred and thirty acres of property 
on the White River in the Arkansas 
Oz.arks; McDougal planned to subdi­
vide and sell it for vacation homes, and 
a new company he formed with the 
Clintons-Whitewatcr Development­
would develop it. Whitewater seemed a 
way for the Clintons. who had little 
monev at the time, to cash in on the 
Sun Belt land boom at lit tle 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. 

Susan, who was also the secretarv for 
Whitewater, in television comme~cials 
for his developments. "We called him 
Diamond Jim, because he's the kind oi 
guy who always had money, alwa\'s 
promoted money, always drove nice 
cars." one dose friend sa\'s. "You know, 
Jim was just a high roller." McDougai 
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 gover · 
nor, Jim Guv Tucker. he ran Madison. 

· Representative Leach now 
says, like "a private piggy 
bank." In three years unde r 
McDougal's control, loans 
to officers, directors, and ex· 
ccurivcs of Madison or its 
subsidiaries grew from five 
hundred thousand dollars ro Whitewater would c:vcn­

tually put Clinton in the 
awkward position of being 
in business with a man 

■ ■ '(,-<, . seventeen million. 
Clinton, in contrast, had 

whose principal enterpris~banking­
was regulated by the state. When this 
issue was raised during the Presidential 
campaign by a New York TimeI inves­
tigation, Clinton dodged it by pointing 
out that he hadn't yet become governor 
when Whitewater was formed. That 
was technically tru~Whitewater De­
'ldopment was founded a few weeks be­
fore Clinton was dected governor. (He 
then named McDougal to his staff, as 
an adviser on economic development.) 
But Clinton maintained his business 
pannership with McDougal after 
McDougal left the staff to start his 
banking career-a decision that haunts 
him now, fourteen vears later. 

Still, that was the way of thin~ 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 ambitious 
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 savin~ ­
and-loan called Madison Guaranty. in 
three years, he built Madison into one 
of Arkansas's largest state-chartered in · 
stirutions. He rode the wave of the 
eighties with gleeful abandon. leverag· 
ing big, playing hunches, and acquiring 
the posture of success. He drove a blue 
Bentley, created a maroon Art Deco 
headquarters downtown. and fearured 

limited financial resources 
during this period, although his politi­
cal forrunes were building. "He has ab­
solutely no interest in money," David 
Lcopoulos, a longrime friend of Clin· 
ton's, says, but money was a problem 
for someone who had to run for office 
c:vcry two years. Clinton's 1980 guber· 
natorial loss to Frank White height­
ened a tendency on his part 10 de­
velop last-minute nerves before an elec­
tion, touching off binge spending on 
campaign ads, which, in rum, height· 
cncd 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 tenn comfortablr 
ahead in the polls but still worried abo~t 
the outcome. He called on a close 
friend. 'W. Maurice Smith, who was a 
member of his staff and, more ,mpor• 
tant. owned a small bank in the ri m· 
town of Chcrrv Valier, Arkansas. 
Clinton asked S~ith for a· personal loan, 
and Smith granted it without asking for 
collateral: he simolv transferred fi itY 
thousand dollars 10 Clinton ·s campa.ifr~ 
account-and it was shown on the 
campaign-finance repons as a personal 
conir,l,ur:cn b,· Clinton 10 his own 
campaign. (Airer the election. Clinton 
named Smith director of the s:ar ,· 
H ighway and T ransponacion Depart· 
ment. a patronage job ranking som,· · 
where just below Klnfr 1n the state o:· 
AJkansas: whoever holds this office ha; 
considerable influence in award,n~ 
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highwav 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 monev he borrowed 
from Smith, and, just as· had been pre· 
dieted, he easilv won the race. He then 
asked Jim !l!c'oougal for a favor. As 
'.\kDougal later put it, the Governor 
came 10 him and asked if '.\lcDougal 
could "knock our the deficit"-Bill anc 
Hillarv's ocrsonal fiftv-thousand-doliai 
debt to ;he Bank o·f Cherrv Valle, . 
McDougal said. "Sure," and that spri~g 
he threw a fund-raiser for Chmon 
at Madison Guaranty's headquart~rs. 
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 pcrfonncd, be· 
cause, according to a Timu report last 
month, Bill and Hillary Clinton would 
have been hard-pressed to repay the 
fifty-thousand-dollar loan themselves. 
The couple had a combined income in 
1984 of a hundred and eleven thousand 
dollars. 

McDougal's generous gcsrure came 
at a moment when he himself was at 
the center of a gathering disaster. He 
had overpaid for bad properry, indulged 
the wrong hunches, and in every way 
lived the S. & L. experience of the 
eighties. 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 stayed on the 
same course he could sink the bank. But 
McDougal, who loved the plav of it. 
apparently believed that he could pull 
Madison out of its nosedive if he coU:d 
onlv forestall the regulators. B,· I 985. 
when the situat ion- became dire. he 
needed a friendlv car at the Arkan· 
sas Securities Department. whose !)Cf· 

mission would be required 10 keep the 
bank's doors open. As 11 lcDou!,.ii saw ,:. 
his friend and business panner. Go"c,­
nor Clinton. had alread,· oro,·,dcd tha· 
for him. · · 

SHORTLY after his I 985 ,nau~ratl0I'. . 
Clinton removed his simng com· 

missioner at the Arkansas Sccurn,c, 
Depa;tment and appointed an old 
friend from Fa\'ette\'ille named Re\'erh 
Bassett. Both Clm1ons had 1au)(ht .Jt tn~ 
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Guaranty was gone, but, in the hope 
of recouping some of the 1axpayer 
money losl in the Madison bailout, the 
Federal Deposit Insurance Corporation 
decided that year to sue the account· 
ing firm Frost & Company, which 
had prepared 1he audit tha1 the Rose 
Law F ltlll used in arguing the case for 
Madison ·s continued operation back 
in 1985. 

Lo and behold, it rumed ou1 1ha1 the 
chief auditor assigned 10 the case, James 
Alford, had had two ou1standing loans 
at Madison. The F.D.I.C. looked for 
outside counsel. At that point, Vince 
Foster, Mrs. Clinton's parmer and close 
personal friend at Rose, wrote a letter 10 
the F .D.I.C. soliciting business for the 
furn. 'The firm does not represent any 
saving,-md-loan association in st2te 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 St2te Supreme Court in 
1984, and who is now Clinton's No. 3 
man at the Justice Department. {lnci­
denwly, Hubbell's father-in-law, Seth 
Ward, had been an executive of a 
Madison real-estate subsidwy and had 
defaulted on two outstanding Madison 
loans, totalling 1587,793. Hubbell in­
formed the F.DJ.C. of Ward's tics to 
the defunct bank.) Hubbell settled the 
F.DJ.C.'s case against Frost & Com­
pany for a reported one million dollars, 
which was considerably less than the ac­
counting finn' s insurance coverage; Rose 
collected a four·hu ndred-1housand­
dollar fee. 

Whitewater Development survived 
the demise of Madison, and until 1988 
McDougal had continued to manage 
the partnership for himself and the 
Ciintons. Some of the me1hods he ap· 
parently employed, however, are now 
the subject of federal investigation. One 
deal involved David Hale. a muni­
cipal jud~ and entrepreneur in Link 
Rock, who seemed to have bad luck 
with his investments (such as a Bibk­
based theme park), bur who had a 
gold mine in the form of an investment 
firm, Capi1al Management, thac was 
backed by the Small Business Admin­
istration. Under che S.B.A. program. 
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Hale's firm raised monev to seed 
projects for disadvantaged ~ompanies, 
such as those run by minorities, and 
1he S.B.A. matched the funds. As a 
judge, Hale was known for shows of 
temper, but when I met wi1h him in 
the Li1tle Rock office of his attorney, 
Randv Coleman, he was 1he picture of 
sad-eyed contrition, poli1e ly answer• 
ing my questions wi1h 1he "Yes, sir 
and "No. sir" he had once demanded 
in his own court. He is under a fed­
eral fraud indictment in connection with 
his S.B.A. dealings but feels he i; 
being made the "fall guy" for ArkaJ!sas 
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 Madjson, he had lenl Susan 
McDougal three hundred thousand 
dollars in the guise of helping a disad­
vantaged (in this case, female) entre· 
preneur. Hale said tha1 he had been 
pressured into malcing the loan dur· 
ing a visit by Clinton and McDougal, 
and tha1 some of "tha1 money had 
ended up in Whi1ewa1er." The Whi1e 
House maintains that no such meeting 
occurred. . 

Hale was caugh1 by surprise 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 10 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 
T uckcr, and he offered 10 cooperate in 
building a case. 

A key element in such a case would, 
be 1he fact that a hundred and fiftv 
1housand dollars of Hale's S.B .• ( 
money did end up in Whi1ewater's ac· 
count. McDougal's lawyer, Sam Heuer, 
said that there's a simple explanation for 
1hat, however. "fhat was just a screwup, 
is all i1 was. That monev was supposed 
to go as a down pa}ment on i another 
piece of property] and Jim inadYcrtenth­
put it in \Vhi1cwa1er's account. \.\'hen 
he realiud he'd made a misrake, he 
pulled i1 out." 

Hale, however. said that he had ·a 
ton 01 documents" to support his srorr, 
and copies of some of those document, 
are said by local officials 10 be in the 
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University of Arkansas School of Law, 
in Fayetteville, in the nineteen-seventies. 
On the way of things, Bassett's brother 
Woody had taken criminal law from 
Hillary and constitutional law from Bill. 
Woody Bassett activdy campaigned for 
Clinton in the 1976 Arkansas Attorney 
General race and became a close politi· 
cal adviser, managing the campaign in 
Washington County, which includes 
Fayetteville, during Clinton's critical 
1982 comeback race against Governor 
W hite. Beverly Bassett, meanwhile, 
would ~ marry Archie Schalfcr, 
a nephew of Arkansas's Senator Dale 
Bumpcn and now an accurivc at T)'IOn 
Food,-owncd by Don T )'IOn. a serious 
Clinton financial backer.) Bassett did 
not know McDougal pcnonally, but, as 
a scnu:itics lawyer for a Little Rock firm 
al1cd M:itchcll, Williams, Selig, Gates 
& Woodyard, she had done work for 
Madison Guaranty. 

In 1985, shortly after McDougal 
hdpcd Bill and Hillary Clinton "knock 
out the ddicit, • his lawycn proposed to 
the Securities Department a plan that 
could._ Madison-= unurual rccapi­
talizanon scheme involving the issuance 
of new prcf=cd stock in the savings· 
and-loan: One of those representing 
McDougal in this effort was Hillary 
Clinton, whom, McDougal later rc­
allcd, be bad hired on rc12incr afn:r her 
husband approached him one day a>m· 
plaining about family finances. In a let­
ter to Busctt, Hillary Clinton argued 
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· 
tcrcsts: Hillazy 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 husb:md, the Governor, and 
who had hcrsdf done work for the bank 
in question. 

Soon afrer McDougal raised the 
thirty-five thousand dollars for the 
C!intons, Beverly Bassett approved 
Madison's recapitalization plan in a lee · 
ter that began, "Dear Hillary.· In f-act, 
despite the federal loan board's severe 
criticism of Madison's practices a year 
earlier, Bassett's Securities Department 
allowed McDougal to continue opcrat· 

ing Madison Guaranty for another year, 
until the bank's board voted his removal. 
During that time, Madison grew from 
a forty-nine-million-dollar institution ro 
a hundred-and-twenrv-five-million· 
dollar institution, fattcctlng the load­
about 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 prcfcrcn­
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 prcduded Mrs. Clin­
ton from representing her business 
partner, but, Schalfcr 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 
suong 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 to rcrovcr. "What we had was 
their examination rcport"-the report 
by the Federal Home Loan Bank 
Board-"clcarly 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 
sweeping Boon, anything," one frlend 
says.) He had also been hospitalized 
for what was diagnosed as manic de­
pression. A psychiatric reporc siid 
of McDoJgal J..n 1987 thac his •first re­
ally florid manic episode· was "c.:har.ic­
te.riud by increased energy, increased 
talk.arivcness, 'felt invincible: used poor 
judgment " ith money. and apparently 
really lost his whole business and m'lllgs 
in unwise real estate and other invest· 
ment ventures." In 1989. 1\lcDoui:al 
was indicted-and evenruallv acquit· 
ted-by the federal government for 
fraud. in a prosecution focussing on one 
of his development deals. Madison 
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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 to make a pica 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 
rca,rds," he said. 

phia. (Susan McDougal, for her part, 
was recently charged with forgery and 
grand then in an uruclated case in Cali­
fornia and has pleaded not guilty.) Af­
ter he was acquitted of criminal charges, 
"BiU Clinton did not help him one 
damned bit." says an old friend, but it 
is not likely that McDougal, who once 
shared his political savvy with the young 
Clinton, c:xpcets the President to get in 
touch. He survived the fraud aial, but 
current federal inquiries arc likely to 
bring him back into court. 

Federal investigators believe that 
McDougal channelled a great deal of 
money in and out of the Whitc:warcr ac­
count, and it is still not known where 
much of the money went. Tut is one 
of the reasons invatigators were so ca­
ger to inspect Vince Foster's White· 
water files. Foster had worked on 
Whitewater as the Clintons' personal 

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

Bruce Lindsey, the \Vhitc House 
aide, said that the Clintons sold their 
interest in Whitewater to McDougal for 
a thousand doUars, and, in the process. 
discovered that the company had not 
filed tax returns for three vcars: on the 
advice of Foster, they had~ accountant 
prepare the returns and then sent them 
to McDougal for filing. Lindsey added. 
that a copy of the returns was also sent 
to Fosrcr, 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 Kenda.11, the 
Clintons' new personal lawyer, instead 
of handing it over to the investigators 
probing Foster's death; Nussbaum 

The bst oommcnt was a pointed rcf­
Cl'Cna: to the remarkably high incidence 
of mming reoords in connection with 
McDougal, with Madison, and, particu­
larly, with Whitewarcr. In 1992, Susan 
McDougal told the Wuhington Post 
that, u Whircwarcr'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-"cvcry sheet of 

,o~~ 
cited lawyer-client privilege, 
thereby raising the separate 
issue of whether Foster, 
a government employee, 
should have been doing the 
Clintons' privarc work in his 
capacity as deputy White 
House counscL On Dcccm­
ba 23rd, Clinton finally or­
dacd the Whi= papers 
turned over to Justice, but 
there was a further delay for 
"cataloguing." (Foster's diary, 
which Nussbaum gave to 
Foster's personal attorney, 
has not been turned over to 
government investigators.) 

paper ... eYtJY file I had, all 
the purchuc agreements, 
copies of the deeds, all 
monthly payments by cus-
tomers, all chcclcs 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 
oorporation's records. 

IN his happier, high-roU­
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." McDougaJ's marriage 
and business arc gone, and 
he has been living in a 
trailer home near Arludcl-

,~, 1" • 
o.lt-~t.:; ~--
\ t' . 

"ArtbritiJ Pain Ftmnula Anacin, Poli-grip, 
and a home-pregnanry US/. • 

The paper trail recording 
McDougal's dealings wi th 
the Clintons foUows a sinu­
ous course, and often disap· 
pears altogether beneath the 
patchwork of Arkansas poli­
tics. One sought-after piece 
of paperwork is the cam· 
paign-financc report show­
ing the contributions col­
lected at that I 985 fund 
raiser given by McDougal tco 

relieve the Clintons· pcrson.i! 
debt. Gove.mment invcst1g-.1 · 

-tors believe that a1 least 
;..,clve thousand doUars oi 
the money rurned over 10 

Clinton's aides that nigh: 
may not actually have bee~ 
raised but, rather. improper!! 
di,·crted from Madison. The 
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Raolution Trust Corpomjon, combing not thctc.) The paperwork would also, 
through the records of the defunct of course, be evidence that the Clinton 
savings-and-loan, discovered four ccr- campaign actually reported the take 
tined checks, each in the amount of from that event. The report, howtVer, 
three thousand dollars and each bearing is not among the Clinton files at 
the name of a Clinton "contributor.' the Pulaski County Clerk's office, in 
One of those whose names appeared on Linle Rock-Wright said she should 
a check was Kenneth Peacock, who was have filed it there but apparently didn't. 
a college student at the time, and who Neither is it at the secretary of m.te·s 
says he didn't make a contribution to office. Officials there said that it might 
Clinto~ scenario that suggests that have been disposed of, because they 
the checks bearing his and the three were not then required to keep such 
other names might have been phantom records indefinitely. The consensus in 
contributions intended to disguise a di- Little Rock political circles is that 
version of Madison dcposi- Wright, who is known for 
rors' money to Clinton. (The ~ meticulous recordkeeping, 
three other checks bore the would be the best source for 
names of Susan McDougal, e • the list of contributors. •1 
Fulbright, and an employee can't find those reports," she 
of Pcaa>ek's father's.) "It', a said. "It has us tied into a 
disgusting situation," I was told by situation that cmclged on odicr people's 
Betxy Wright, Clinton's longtime chief parts, not oun. And my not having the 
of IUft" in Atkansa.s, who ran his 1984 files is grist for getting more focus on us 
campaign and reccMJd the money fiom than on whctc the problem was. And I 
the M cD ougal fund-rauer. •1 can't wish I could stop that, but I don't know 
imagine anything worse than purring how. I'd give anything to be able to 
someone's name on a check that that solve this." 
person didn't put on himself, or request A former high-ranking official in 
to put on himself. We bad no way of the sccrcwy of sutc's oflicc told me that 
knowing it.• many such rccords--cspccially those 

McDougal has denied any such mis- likely to be of luting public interest, 
~ - His lawyer, Sam Heuer, believes such as a Clinton campaign report-­
that there is probably a simple c:xplana- were microfilmed for historical wc­
tion for the phantom contributions. keeping. I aslccd Phil Hoots, who had 
Nocing that Peacock's &tiler, Charles been the sccrcwy of state's manager of 
Peacock, ofBald Knob, Arbnsas, wu a records in 1985, about this, and he 
butinesa associate of McDougal's and a confirmed that such =ords, probably 
onetime member of the Madison board, including Clinton's auciaJ campaign 
Heuer aid, "I suspect that Jim tallccd to report, were regularly microfilmed at 
Peacock's father, rather than to Peacock that time. However, he added, • All 
himlclf, on something like that. And I that stuff was kept in a room that used 
would assume that Peacock's father to be a boiler room to generate steam 
would have been a person in appro· heat. They had all that stuff back there 
priate authority to have O.K.'d that in the carry-combs. Bingo! It was all 
deal• ruined. You'd open the drawers and 

However, up in Bald Knob, Charles the stench fiom the acid would knock 
Peacock maintains that he didn"t autho- you down. It was all ruined.· 
riz.c the contribution to Clinton, and It is likely, though, that another 
offers as what he considers sufficient mountain of paper relating to White· 
proof the fact that his line of Peacocks water, McDougal, and his dealings with 
have been Republicans dating back to the Climons will soon be building, as 
his granddaddy. Peacock said that he the Justice Department continues in· 
•never had" supponed Clinton. vcsrigating the fact that S.B.A. funds 

The campaign report, which Betsey cnded--up-i:, Whitewater and the possi ­
W right was obliged by state law to file bility that M cDougal di,•erted in· 
with the Arlunsas secretary of state, sured depositors' money to poli tical 
would show the names of other con- campaigns, including that I 985 Cl.in­
tributors at McDougal"s fund-raiser, ton fund-raiser. Not surprisingly, R.c· 
which was attended mostly by Madison publicans on Capitol Hill arc pres~­
cxccutivcs and employees. (Clinton was ing for hearings on Whitewater. and. 

more ominouslv for the White House. 
Attorney Gene~ Janet Reno is consid • 
cring the appoinanent of a special coun · 
sci to conduct an independent investiga • 
tion. There is coming. one way or 
another. a discomfiting seminar on Ar· 
kansas manners. 

~ R the Clintons, what could prove r more O'Oubling is the handling of 
the Whitewater-McDougal-Madison· 
Hale entanglements after they left 
Little Rock. They appear not to have 
benefittcd financially from White· 
water-they assert that in fact they 
lost sixty-nine thousand dollars--b\u a 
final assessment can't be made until 
thctc is full disclosure, and the posture 
of the White H ouse in that regard can­
not be dcscribcd as forthcoming. What­
=r embarrassments the Whitewater 
papers hold-usuming they are not 
criminal--could hardly be as damaging 
as the impression now taking hold that 
the W hite House has something to 
hide. A t the least, the rwo lawyers 
living in the White H ouse, and the 
lawyers on their staff, caused the re · 
moval of material that is part of a fed­
eral investigation. 

The p~ of inquiries-the vt:ry 
fact of the continuing inta'Cst in Whitc­
water-1CCms to have the F lt'St Couple 
somewhat nonplussed. Mrs. Clinton 
said, u the new =lations came spill­
ing forth, "I am bcwild=d 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 partnership 
couldn"t havt: been improper, because it 
was nor profitable, is hardly lawycrlike. 
Y ct there may be something uni.men· 
rionally exculpatory in the Clintons· loss• 
on Whitewater-in the implicit asscr· 
tion that if Bill Clinton were a crook he 
could have found a better accomplice 
than Jim McDougal and a more lucra­
tive avenue than Whitewater. 

\Vhcn I asked Bcvcrlv Basset t 
Schaffer about the cntanglcinems sur­
rounding the official repncvc that she 
had awarded Madison Guarantv in 

1985, she acknowledged that outsidm 
might sec a conflict of interest. "We 
can"t help bumping tnto each other all 
the time," she explained. "But we do do 
stuff out in the open. so at least v"all can 
check on us: • 



~r C ·uto , WI ite,va er w·sdom "rom . >ast 
✓ Presidents' Defenders 

-----
By SullClra Torry 
,r.,,.,.,.00 ..... S..,Wntn 

T 
here are only a handful: Leonard Gar• 
ment, James St. Clair. Theodore Ol­
son and a few others. Thty are law­
>·ers who hne represented presi­

dents in times of stress or scandal, including 
Watergate and the Iran-Contra affair. They 
know what President Clinton"s lawyer. David 
1-iendall. is going through in the Whitewater 
niauer and what pitfalls may lie ahead. 

Though they were reluctant to give ad\ice 
to Kendall or his famous client. a list of do's 
and don't's quickly emerged from interviews 
with them last week. 
• Get priutt niuastL 

So far, Chnton gets an "A" for retaining a 
·w,.·ate lawytr"-Williams & Connolly litiga· 
tor Kendall-to handle questions about his Ar• 
tans.is land dealings in the Whitewater Derel• 
Hpm~ni Corp. 

· Presidents do not view their ... staff law• 
)<'r, a, lawyers, but as stafters." said Gar• 
r::ent. who ,erved as in-house counsel to Pres1· 
~rnt Rirhard M. Nixon during Watergate. And 
when your client is the president. Garment 
.aid. ·-you ran ·1 tell the client to show up at 
ruur office at 2: 15." 

Garmem said he talked with Nixon about 
jlening outside counsel as early as the spring 
ut I 973. but Nixon"s first choice-then-Secre­
tar)· of State William P. Rogers--<ledined the 
JOb. according to Garment. Garment and Fred 
Buzhardt, then general counsel to the Defense 
Department, joined to assemble a legal team, 
mo.tly from within the government 

There are several good reasons why outside 
counsel is essenti.11. 

Whue House Counsel Bernard Nussbaum. 
lrke all White House counsels, represents "the 
10,tilution of the presidency." not the presi· 
dent a.s an individual, said Fred Fielding, White 
House counsel to former president Ronald 
Reagan. The White House counsel •an never 
be gi,·ing 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, notify the 
Ju,;tice Department ii, wh~e advising another 
1101·ernmen1 official, they learn of a matter 
that might have criminal consequences. The 
president, like anyone else 10 government. 
needs outside counsel "to whom he can talk 
freely." this lawyer said. 
• Protect the office. 

An1·1hmg )'Ou do can lo create precedents 
for future presidents. so it's impossible to sep-
1rate the person from the office. "You have to 
1:otect the mslllution of the presidency arid 
1he ability o! the per5<ln to co11111111e being 

•resident. ... 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 gi,·e you to 
elp themselves." he said. "But in a sense vour 

.1ghest responsibii;,,. ..; u, .,:01~ •• • :. ~ .,. ::. 
:en! 10 go on and do thmgs that the people 
·lected him or her 10 do." 
, S~•• ,rit/1 one ,·oice. 

Though they were 100 pohte to say so. it's 
b,ious Clinton ge1s an ·r on this score. A 
·~!!gle of Wlute House staffers has been talk· 
'l!! to the press. while Kendall, in true Wil­
ams & Connolly St)·le. has been speechless. 
Speak through one person. say the experts. 
ht'ther it's the lawyer or someone el.e. 
""Ererything you do is potentiall)' subiect to 
~rea1 deal of scrutmy, and you hare the re­
, m>ibihty to dt'al with the pubhc per(t'ptron 
\\ hat'; bt-1011 done .1; well 1, , :-,·;•!·· ..... !~gill 

-~uc:-,. • •1~\.-n .:,.,-i,d. 

1 .. 1·,,-r, \\ rl t" -~·\ Wt'•! .n .•, .... ,t .. Ke:1-
;,! ..:· ', : '•.'< ' ' ' r -4r-•--•t• .. .. • r '- ,: •. ·-· ·,:1!!': ,l 

should take part in briefing rrportt>rs to make 
sure they understand the legal rt'asoning. 

Ironically, Garment, who 1s as comfortable 
at a press conference as in a courtroom. art1c· 
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 10 be the person gi\ing the answers. but it 
should be ·one spokesperson who has a direct 
line of communication 11,ith the la\\;-er." 
• Cut out tbt middle ~pit. 

In 1974. Nixon fin.ill>· did retain outside coun· 
sel. Boston litigator James St. Clair. But then 
Nixon refused for the most pan 10 deal directly 
with his lawyer. Instead. St. Clair and the legal 
team had to deal 11,ith Nixon mainly through 
White House Chief of Swf Alexander Haig. 

By the lime NL,on resigned. he got it right. 
When white-collar defense specialists Herben J. 
Gack) Miller and Stan Monenson began repre­
senting Ni.,on dars after the resignation they got 
direct acce.;s, Mortenson .aid. 

"Working through a buffer 11,ith a client is ter• 
ribly unsatisfactory," said Murtenson. ··cut out 

the middle people .• 
• Slay;. toecb •i(j yoor t&■L 

Sound simple? Not when it's the president ri 
the United States. 

You don't "Want to wake up some momina and 
find OU( he is in Ea>iit." said St Clair. who re­
called a trip Nixon made to the Middle £.a$t at 
the height o{ the Watergate scandal. St. 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 
lo discuss "what we'd say to the press today, 
what should the president be infonned or and 
what the president"s response might be on Wa• 
tergate issues. 

Ulumatel)· the president's lawyer is on his 
own. and there is no single answer 10 all the legal 
and political dilemmas. 

"This is free-form litigation." said Garment, 
who described the Whitewater inquiry as "a vtry 
weird trpe of fungus that spreads quickly in a 
hundred different directions." 

"There are no brilliant 11,inning solutions." said 
Llord Cutler. White House counsel to forme.r 
president Jimm)' Caner. "If you had all the expe­
nence in the 11,·orld. these are still very difficult 
choices to make." 

tr,, ) "' \ , . r l ~ • f \.'t .. . , .. """ .. " ,, .• , , \,, ... i 
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PM- AR--Whitewater-Heuer, 1st Ld-Writethru,570 
McDougal Subpoenaed to Appear before Grand Jury This Week 
EDS: Retransmitting to CORRECT spelling of subpoenaed in summary line 
phradfon 
By JULIE STEWART= Associated Pr ess 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. 

--r don ' t know of any real major secrets in any of the Whitewater 
materials, and I woul d s uspect, 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 acquitted 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 i nvestigators 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 invol ving 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 point in time 
with criminal activity had any money been diverted,'' Heuer said. 

--The linchpin of this whole thing seems to be the fact t hat 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. 

**** filed by:APW-(AR) on 01/ 17/94 at 06:14EST **** 
**** pri nted by:WHPR(JEL) on 01/17/94 a t 10:00EST **** 



OUTWOK 

CALENDAR 

King Day concern. The '.\1 anm Luther 
King Jr. holida,· on Januarv 17 is a 
ume for re ileciion on the iamed ch·il 
righ ts leader·s accomplishments. But 
White House offici2is are worried 
about criticism because che admin is­
tration has yet to fill top civil rights 
jobs- including that of assistant at• 
tomey general for civil nghts and the 
chair of the Equal Employment Op· 
ponunity Commission. 

Noni! elqlOUft. Later this month. 01· 
iver North is due to announce he will 
run for the Republican nomination in 
Virainia's 1994 U.S. Senate race. The 
ex-~arine and former aide to Presi• 
dent Real!an is best kno"·n for his 
role in the Iran-Contra scandal. 

DATABASE 

~~ ' - .... 
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~ ; 
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Number of days North testified 
before the congressional committee 
investieatinl! Iran-Contra: 6: 
transcript pages of testimony: 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 i~dictments: 14: total 
convictions: 11: convictions uoheld 
on appeal: 9 · 

North ·s sentence from federa l 
district court. prior to appeais court 
dismissal: $150,000 fine, 1,200 

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

:-;umber of copies of Cude, F,rc. 
:--iorth·s autobiograph,cai accou nc 01 

the controve rsv. sold smce 
publication in ·1991: 625,000 

~ 

I 
I 
I 

I I 

i I 
' ' 
I I 

WHO WILL PAY THE WHITEWATER TOLL? 
As if the political price 01 the Wh newa1er affair now troubling the White House" er, 
not high enou2h tston·. Page 43 l. the imancial fallout from President Ciinton s sour 
Arkari°sas reai estate deals keeps growing as we ll. For the advice of Washington iawver 
David Kendall. the Clin­
tons are faced with leeal 
fees that at the prestigi~u, 
firm of Williams&. Connol­
ly can run close to $500 an 
hour. Even at a discount. 
the bills could eat up a big 
chunk of the president's 
S200.000 salarv. So far. 
aides say. the Clintons plan 
to pay the bills themselves. 
But if the toll from the 
investigations pi les up. 
mi2ht thev consider a le2al 
defense fund. a strategy Full stop. At the Whitl!Water project 
with a long Washington 
tradition? Sen. Robert Packwood. whose ethics-investigation expenses are said to 
approach SI million. has established a iund. as have other elected officials under 
investigation. What Clinton is not likely to do. sources 53¥, is risk funher ·political 
scorn by paying legal expenses from campaign funds. Still. critics say any source other 
than Clinton 's own pocket would be objectionable. "It's just another wav 10 gain 
influence;· says Charles Lewis of the Center for Public Integrity. "The indebtedness 
you would feel for one who has helped save your neck - you would remember that.·· 

\Yll_~R~ :~l(~~~-~S~l>J.G"9_~ -~~~,~~ : 
In hopes of driving many of America's 258,000 licensed gun dealers out of 
business, the Clinton administration proposes to raise the S66-a-vear gun• 
selling license to $600. But fewer dealers doesn' t automatically mean less crune. 
Florida, with 8.6 licensed dealers per 10,000 people, bas America's highest 
violent-crime rate. North Dakota. with 25.8 dealers per 10.000. has the lowest. 
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Licensed gun dealers 
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US.NEWS 

The Whitewater files 
How a botched land 
deal boomeranged 
on the Clintons 

ne~t vear. McOoueal au it 10 10 10 ~ 
l!rouo· buvm2 the Bank of i-Jn2s1on i:1 

nonnern °Arkansas. In 19S2. hc. boutm 
Madison Guarani, Sa,·m2s & Loan _:,_,. 
,oc1a11on near Litilc Rock. Trouble IC',· 

lowed. Bv 1983. federal re2ula1ors were 
exarninm·2 Kineston Bank. ·The Clin1ons 

11 may be !eh 10 a Li11le Rock grand , continued their dealings .,.;,h McOou­
juni 10 decide whether Bill and Hil- , 2al. and re2ula1ors moved mto Mad1 -
lary Rodham Clin ton broke any I son. One e~ent in particular has since 

laws in their failed a11emp1 10 sell off a captured law enforcement interest: a 
wooded bend of nonhern Arkansas's 
windinf White River. But political vet- ..-._ 

ha,c a loss "nen some1hmc cue, OJ<: ... 

loan or a s1ock. ana 1ner~ ~ a CJPllJ 

lo,,. sa,sone tax la,n~: but ne11ncr 
tnese ,nines 1s re11ec1eo on m~ C11n1on 
1a., re1urn~-- Wh11ewa1er cohaoseo uno, .. 
1he v.e,eht of the ~IcDoueals Mad,,,11 
1roubles- he ""as ous1ed ,ri I9Si and la1 
er med and acqumed or traud cnartc,­
The Chntonssold him 1heirshare in 111v: 
for S1.000. but thev neve r declared a ia, 

1 loss on their invesiment. 

erans ms,de and oumde the Whne I ---- - -----~;::: --
House sav the Clintons are 2uil1v on all L\ \ 
counts of breaking the IWO c rucial law~ I ::)""" 

on damage control: Offer quick and ij{( 
clear explanations. and; by all means. , WMITEW~ 
avoid any appearance 01 a coverup. 

The breach is intentional. 

The Clintons have 101~ ai_des DEVEUOPMEITT that thev resent conunum2 
.. intrus,n"ns .. and have resist ~ 
ed • release of documents 
r, ,r,g to their Whitewater 
De : lopmem mves1men1. 
B1.1 the result is what mi2h1 
have been expected : lots-of 
damage. very little control. 
Onlv last week. the White 
Hou,c annoum:ed that '"" 
weeks earher a Lutle Rock 
grand jury had subpoenaed 
the Whitewater files. The tact 
that the Clinton, simuhancou,h 
requested a ,ubpoena - · 
2uaran1eem2 1ha1 the 
records woul~ remain se­
cret -also raised suspi­
cions. lllean.,.h1 lc. J1des 
10 A11omev General Jane1 Reno sue­
ges1ed 1h:it , he m:I\ ;,s51~n 1hc mqu1r:, 
10 a special prosecu1or ir' Congress rc ,n• 
states the independent counsel la" · 

F'olow tlle - y. Under these roiled 
waters res1 1hc s1il l unans ... crcd aue,-
11ons of Wh 11e...,a1er's books and· 1hc 
Clintons· refusal 10 disclose details of 1 
1he1r m,es1men1. The 1ac1, are not s,m, I 
pie. In 1978. 1he Chntons purchased " J• 

terfront real es1a1e in northern Arkan• 
sas with James and Susan i'vlcDoueal. 
The couoles IOOk on a SIS3.000 mon-
2a2e and a S20.000 bank loan ior the 
do-wn payment. Thev then formed 
Whilewater Development Corp .. divid, 
ed up the 230 acres and put the lots up 
for sale. 

In I9i9. Clinton became eovernor 
and named McDougal an aide. The 

t ·.S.:0-EVo'S .t WORLD R£POKr J..>,XL'AR\' 1;, 1~ 

LOT'S RJR SALE 
Inthe01~ 

~~:~ ~~111/ 

, .. ~,~[~~,~ 
1985 fund-raiser McDougal he ld 10 help The invesugauon 100J, cenier, ,,. 
Clin1on pay off a S50.000 campaign , 1he flow of funds a t ;\lad,son anw 
debt. The even! raised S30.000 - t-ui , ,ubs1d1ane, \\ hn~ Ho u-.· Cn,,·1 
some of that monev mav ha,e come d1- Staff Mack McLam ha< asked n,s n," 
rcctly from Madison. If so. that could deputv. Harold Ickes. 10 01 rcc1 a · cour• 
he a violation of federal la" . 1eroffens1ve .. au,ns1 me Ch n1on, ,. · 

The Chntons sav thel' e\'Cntuall\' In · I ,.:,. But se nior o tfic,al> '·" tn,·, ,· 
\'CS1ed -and lost-·S68.900. !hough the , na,e onlv spnm Kno ... lcor~ ,,, "' 
loss " a< never claimed on ta, returns "cn1 on 
Instead. sa,s \Vhuc House counsclo: Indeed. "'min m, JJmm1>1r.,11. 
Brue<.: l.i n6se,·. the Cl intons claimed H1llarv Cl inton ,, cons,ocrcd tnc "" 
most of II 35 interest tax dcducuons on oe rson who realh knc,," .di m, IJ, · 
the Wh11ewa1er mortga~c pa\'men1s. Be- esoec,alh auer inc ,u1c1d~ b,1 Jul\ 
tween 19-9 and 1990. inose acductto11;. \ ,ncent l-os1c1. ine ucou:, \\ " 
amoun1ed to more than S40.000. a sut-- House le2al counsel "no Md nanm,: 
s1antial 1ax savm~s . The rc mainin r 1hc case ;n,cmalh . NC>\\ . I<' " care 
Whitewater loss. L1ndsev S3\'S, went for f'.'lrs. Ch'fllon ques11ons aboul I'. ■ 
business expenses. Tax expens say that 
claimine an interest deduc11on 1sn ·1 th~ 
same as declaring a loss .. You can onh 

BY ST".J'!ID- J. HEDGES. 1-.E.'-~:°T!• ' 
\\'Al.SH A.'ll ::.L's,..; HE..\0O:c, 
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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. I nvestigators 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. ··r 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. ' ' 

**** filed by:APE-(-- ) on 01/17/94 at Ol:44EST **** 
**** printed by:WHPR(JEL) on 01/17/94 at 09:58EST **** 



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 special 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. 
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Pruden on 
Poll.tics 
By Wesley Pruden fl . ~ 

The looming payday 
for Miss Hillary 

There's enough grid in the \\'h11ewa1er for t,,,1h 
or them, but Hilla ry Rodham is t he Chnton wit~ the 
problem. 

She came to \\'a:;hm111on a s the rule muJel for a 
lot of feminists. pamcularl)' in the mcJ1a. who •,,cro: 
looking for the good mommies they 1:1,,u,ih, th,·y 
ne-·er had . Repubhcans, eager as a1',ar~ M roll ,,~r 
to ha \'e their bellies scratched by Dc:n,k:rat~. t-,~o­
bered a nd gushed with an excess or gallantry at the 
very suund or the nannr's ,·01ce. 

Actuully. ~lrs. Chnton 1s an old-fa,h1on..-d kmd or 
woman . She learned earlr in her n:arno~e 1•> throw 
her hu; band 's we1gh1 around \\Ith maximum .,ifec­
ll\'eness . like the wife or th.-,,.,,, "ho arrl\-eS at the 
office or fa,tory anJ JemanJ; that ewrynn..- stop 
\\'Ork 10 ac,omm<>date her" h1111, JnJ ptiul>. 

A lot ,,r people know the l)'J'<' Somc oi :nem ll\-e 
m Lmlc Rrk:k. Ark .. wh.:r< th<' :'inc mes, the Clio• 
tons at last find th<msel\'es m ,s rc~ardcJ w11h con· 
s1derable deja 1•u.1That's the 11ar ue talk do"n 
there.> The president himself mar r<g:ird the fine 
mess much in the wav of the ma n in that \\'ell• 
known e xample or do.mestic bliss. wat~hmg his 
mother•1n•law drh-e over the clitT m hi s new car . 

. Betsey \\'right. who as the gowrnor's c hief or 
staff conducted what she calls " the bimbo patrol" 
and who may know him as " -ell as any of his loyal· 
ists. ms,sts this ,·iew. propounded by se,-eral old Ar• 
kansas hands m the \\'lute House , a s " fundamen1a l 
s.-xism." She calls 11 disloyal because it "makes 8111 
Cl inton look hke a wimp." 

\\'ell. ye;. 11 Joe;. But this 1s how. " hile ~!rs. Clin· 
ton ·.,·a, back at the ranch try,n~ ,,. .;rran11e the 
\\'hi\<'" M<r file, ,., the)' foll" 1th minimu m Jamage 
·,n,e th":· !!el mto !he hJnJs of somcune "hu mar 
tr, lo> :·111.; uul what a ,:ually ~app.,:1eJ, the pres• 
1de111 h ,m;elf was talk1ne m Pragu<: 

"Ba,i-all}:· he tolJ :-iB( :-ie\\'S. " the press has edi­
tonaht.ed anJ pr,;ssur.-J the p,,h11..:1ans ,nto sarm11. 
·Here's a gur that. as far as we know. hasn't done 
an) lhlll!l ·.,·rong. nol'<ldr·, .-wr :,,·,u•<'d him of do­
ing anything wron11 . there's no .-•. ,Jenee tha1 he'< 

, Jon" anythml( wron11. but"" think the pre, umpuon 
or guilt almost ,hould be on hun !fr shoulJ some· 
how pro,-e !us innocen~e.' .. 

Then. this to CBS :-iews: " I can't rec.ill an,·thing 
hke 11 in ,-\rncncan h, ,tor,· 
where e,-eryl><,J)' !kl)'S, 

·\\'ell. tht're·~ no e\'IJence 
this guy·• J,,n.., an)'thml( 
wrong, but "" think he 
shl/uld ln\'lte a nother m· 
,·esugat,on of h1m~..-l f '" 

:\nd. fmallr. :his to 
:-BC: "You got your two 
questions, Jim." 

Jim :\liklaszewsk1 of 
:O,:BC: "OK." 

!: :"iW:: - ,1v11~ , _1 0:»01(1' \uure 
Jerry , own not mten'>ted in the 

I 
- truth .. \\'1th that . the pres• 
ident took o tT his microphone and "alkeJ awar For 
rea,ons of its own. :-iBC , hose not 10 broadcast the 
pres ident's tantrum This ,s lh.- kmd of break tha1 
few other pol1t1c1ans ever got . not """ Tedd)' Ken• 
nedr. and the kind that ~Ir. Clmton m:ir be seeing 
the last of The tantrum. by the way, looked a lot li ke 
the tantru m he threw when Jerry Brown tried to 
bring up \\'h11ewater durmg the ·92 campaign. He 
accused ~Ir. Bro\\ n of ·• auack mg " the miss us . !The 
press \\'enl back to ,Jeep until Jerry So:per or The 

~h~ n:1,r.::, .. · .:lati:: ~ P)ke- ,t •J."~ :l Wltn ::-tc ;~'JP!:~ .. , • 
tiun ,( ~tr s (!:mon'; te:tcr J.,:nanJ1n.,i the po"er ,i 
Jttor:1.-y 10 run :he \\1lll<"atcr in\\,strnent. anJ 
,hell,., 1th :he J1 <dosu r" :!lat itki ·.,-ere loot~ :·~• -n 
\ 'in1..· ~ Fo.;t~r·c: vft11..·.: ~r t'hnton :uJe"l h.:fvrt: 1n\11.•,. 

'H!~lh1rs ~,KJIJ it"C tne::r. 
··.ut ,:· Jn~o~t:" ~th hc-t":1 tr~3tcJ \\ 1th more 1-.·a:-e 

~ Btll. H'!i H1llnry . .:anJ if ():.a•. 1J \lcr\!t.':-'i 1, J\l,r,.: 
• 10n 1:u, r.1.• 1:·:i!:11.?. i1t:·., ·c:tm.; !".<:- :~at 1n ·.\'a:,:1 

,1.~:un thcre·s ah,ays a payday som<Jay. 
·\\'e " omen seek the glory," sars Harne tt \\'oo<b. 

p rn1dent of the :-iational \\'omen"s Political Cau~us. 
" h:t we also ha\'t to tako: the consequences when we 
ma,e mistakes. I donl know if she has made mis• 
·~~es.but 1r she has I hope she would be equally 
.1,,<.ountable." 

\ nna Quindlen, among the most blindl)' de,·oted 
v i ,he media princesses. is rattled. too. "\\'hile look• 
ini: Jown )'Our nose may work with sexual innu• 
cnJo. it does not adequately address conOicc of in• 
:cr<st," she writes in the :-ew York Times. "The 
(hntons ha\'e not controlled Whttewater. They ha,-e 
111flated II with the gases of temporizing. A big bang 
looms." 

~lrs. Chnton earned the reputauon in Little Rock 
as the Chnton who keeps her cool m the face , , .. c:i• 
cm)' iire when the otho:r Chnton panics. :-ow .,,c 
may s« how much. if 31 all. our )'Oung pr.,s1dc:H 
has grown. 
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Ijleatth care; ~thics an~ Whitewater await Congress 
T.he ~of~ Di9b1c&;,,.ec'.,. . Jim~. waii&WA'ID - ~ llllltyGld 

·llwllbia lut Wttk ded...S. A recmc - fnm l'Nil«t frw le"4-ee-LrtClllll'MllawthaUllelle­
nateol ~ ud-- dle~Nuft.headed-.bj _._aodWltllld_wtU_ 

.,._,a11 ~acr-:::11)" buifw •f-te,pa6detef-Vlar luar._.CoagwwUilrla~ -.1e elttu1al ._,. poeec1 bF •. l'r-eliden&QM.yle.advtaedtlla&"-., ni1e. . 
· . . the ,-.cl eeld, llepul6:u iqe lo nefiltlate a 'lealt C'AIIPAION PIN.AN<ZJIIIIOIM 
. · • Honell1eleH, bad'~ with Ille Dai. - Uapopular _.pllc:aCed lllMl 111 

· eonc,e. • n:• ·am, wl t.llfnby ----••J ....,__ Lick• of adlaa will 11.-p 
peded lo ttturn .pibk credit fOr lldJJDC Ille ,-1• ~ ~ 1ta1J«n plllflllly 
tolNIIMa'rue. cleJl&'•~·aboullle&IUI ' ~ ; 
day, wicJI lhe •~lhNld . .. be milted.'' 1W..ANCBD'IIUDGBT AIIEND­
J)ftlldeat'1 Stale The,-Mlll..inulrw..,...._ IIENT- Aatladebae ._Meded 
of Ille Uno■ a6- amat-wapwtheftaep-oblema Jet.,_.._ w. apte ~ - · 
MM ~ N "'am,paJoualJ ffGld ~ paten rbdoric. 1W·■-111on haft 
fortMtai(ltL thepreadaC.'adtpldilaohllt&iaft achedlaW • ¥ate for P'eb. 22 8DII 

Dattiy -■led "-lbJ fearoww lleallh are." No, ~~rlya71Houae 
. fl'OID Ille_. dleft'w pn,bab)y not a lot_, aradd,y ~ T- Foley has pn,Miaed a 

ul HAPl'A, ~-wlll etoc back doWII • tlleellldl'JdUb. U-wotelf Che8eu&e8'111C'Owesi&. 
~11Jw: 1re and <Old lo tadde u. BTBM:8- WW will~ cl USDA u:oaGANJZATION - : 
■-•rayoti.-. TheJl.lldade: . Salasar 11o1> Paswool! w11 Con- n. .--■ lluildlJlc bad to cm 

_.aKAI.~ CAU - ~--- Cl'C!lllalan 0.. Raatenliowllcl be la- becauae of a~ ut 11e111. I.Ill~ 
will ~If kitn ftehtinl- · dk:ted!Jr1notdar11ut,eu ca bet 1111d nu<111ell0dlled. Nota,clOdonim.· 
Che_ re,,anplng ofa Jl ttilllon ~ the farm GI\ a relaled laue - - OONPI.UIATION OP A pg. 
try. ~ for lwder NIii mott W. ben wlll rallt a pros-aJ bualJlt l'DllliB 8f'AJIIE'l'ilY - Arly ...,.,U­
lenl cnUdmn front - Republl• ~ all g1Jta, _..,_ aaul eawr- CIUiia? 
caaa, loc!udlnl( Iowa Collgttslmu taiamit~~la. BAN&UIGUIAIWY<X>N90I.I-

DAflON-~Jlml.ach 
.. tat.opve~mor'l~ Ulin& 
the word 'lnlri1u1n1ly" 1t key 
J)Olntl. 

Then thtrt'I tducatJon fllndln,, 
wtlfan retonn, and-a11u ..,.... 
UIW, ~ tD abortion dlnka, fo,. 
tip aid, nvlllGbl IO the~ bW, 
enablllhmmt ot a udonal hi w-, 
IYlteJII UICI the 11196 bqec. ua it'a 
now offlclaDy an' elfctlon )'tll', Thlt 
tint rece11, IChlduled for the week 
of v....un.•, Day, can' t C01M too 

'°°"· • 
OllA88LEY UPDATE: Senator 

Charlee Grualty arlndl on In hi• 
cnaaadt qalNt the JUICke Depart­
ment's MK"t on child ~y. 
Tllil month, Grusley and more lhan 
lllO othtr memlN!N1 or Con,rw, 
OemocrlCI and RepubUcana: filed a 
brief with the U.S. Qr'Cllk c.curt ol 
Appaala for the 3rd Ctn:utt In the 
cueofXnox va. Unic.dS&ala 

The department wantl lh• cue rt-

llllllded, or l"IWIMd, from Uw cowt 
to a t~al dlltrlct court; Gr-.ley 
and the ocher mamberw oppoee tuch 
a move. Gnaley 11,)'1 lf a new trial 
II IJ'IIIIH It could "open • llanl 
loopho)e" ID child-pcm law, ~ 
bJ Con,r-. J111dce oltlciala have 
aud tilt)' WW • convtcUon UICI 
· ftlll'ld I rtvtrul 11 the Supreme 
Court It they It.Ude with lll&erpret.a. 
doN of c:hiJd.ll()m law, followtd b1 
the Rea,an and Buth admlnlatra­
tlona. 

• 
IN TOWN1 o;,. Shella McGuire of 

&oona 1'iat htrt IMl week, talldna &oa 
folb around to,m lbouthtr pl&M to 
aeek the Dtrnoctalic aomlnadon for 
the !Ith Dlttrlct ·aeac left open by 
Con1reaaman Fre4 Grandy. Al, 
thouali .aht haan't ~et m,de. formal 
annollllceaent, McGuire appeua 
Nlady to roll - eht', hind JoDee 
Wlnrerhof, 1 ~ tide co 6efta. 
I.Or Tom Harkin, and conaultantl, 

and formed a C111111)11&n commiu.ee. 
• PWNO LINE: In I p1rtic:ulerl:r 

bU.terlng column aent out to papeni 
In hia diatrlct recently, Conir­
Jlm Roll LIJhtfOOl &ook out al'ltr 
Pr•ldcnt Clinton and company for 
beln, "1111,jor player, In promoun, 
the fun control awu,.." You could 
MY U,htloot nmalna unlmplllNd 
with the Brady blU. 

Wrote Lithtloot: ' 'The pruJdtlll 
and oUw!n are WeJl•IChooled In the 

· an of taJcin1 • tiny, fractlonal bit of 
fact, mtxin, It wllh a great deal of 
emocJon, 11.irrina Ult brew WIUI the 
-natton.i preu &.Linn lt &o be the 
undthiable truth, and thm MIVUII 
Ille ruulUnl concoction to the IINl'­
al public u a ,lmple cure !or • rom­
plex problem." 

.u wu ob1trv1d ebove, It le an 
eJIClion year. 

- --- -
JANI NOIIIIWI YO ~ill na, R.g­
w1..-'1 K'cuhl,agloll, D.C., ba.tWQU. 
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Search Begins for Special Prosecutor on Land 
Sy D4VIDIOHNSTON 
lfliMl .. n. .... vny._ 

WASJUNGTON, Jan. U - 4IIOnleY 
Gewra!J-ltemblluaNardlf« 
an inckp.daw ~ IOday, ton• 
1na throulh names ot wl\&1 aides de­
scribed II a "handful" of candlctac• 
ror Ille polhteally perilOW Job of inves• 
lll l tu\l Prulda'lt Clinton 's role In • 
faded Artansas land deal 

J iatict Dei,anment officlall said 
Ms. Reno and - r• I top advilers 
have wellhed Che names of -ral 
well-known lawy,us u poc-.J candi· f 

• dates and line telephoned - co 'I. 
detem11n1 wtiecMr u.y weft-.-. 
ed. The offldala would IIOC idlnllty CM 
proapecu,,e dlGal but l&ld CM)' did 
noc eq,ec1 co haw dlttlaalcy findlne a 
prosecucor. 

A spokesman for the JUSUct Otpan­
menL Carl Seem. said Ms. Reno ··•anu 
IO do II qulC&ly, IO m1111maz.e Ul)'dllnip, 
lion 10 the ln\'eSlipUon." 

One oftldal said tonicht that lllL 1' 

Reno llad made proaresa IOday In ur­
rowinc Che l111 of potential candidates 
arid m111tt na- a p,- wttlllD 
days. 

LAplo.acJa 
Bue lhtre -.re lepl ollltacles that 

could delly Ille ~ One •u that 
an~..-« must com. 

ply With Faderal euucs rw.. thac bar I 
such a 1a..,., from~ ell· 
en11 on matters bd°" the Justa De­
panmenc lor 11 leut a year aher con,. 
pleuna a cerm u p,-ucor. Otpan• · 
ment otflclall COUid Melc a wail/ff of • 
Ille ruuic:1-. bul p,,..,_ MIii IUCII Ill 
ICUOII COUid tau -.-1 daYL 

Ms. Reno had made no p,,..,_ntlona 
ro, selecuna a special prote<:utor, the 
olliciall said, and she had 1uned with 
I " blank llalt ," l/loulll II •~•Nd 
hktly she WU IOCIIIIIII lier Mardi on 
na11onally kMWn lawyers with~ 
CUION I expenenet. 

The olllclall said Ms. R- · •u 
mtt11111 • 1th aides like Philip B. Hty• 
maM. the Dtpucy Altornty General 
and J o AM Hams. head of thecnmlnal 
d1v;11on, WIIO has been aupemslna the 
Juscice Dei,anment 's lnvestJaatlon. 
TIit inqwry cencers on tht Madison 
Cuarancy SaVlnCS arid Loan AUOC:11• 
IIOII. . fa iled Art&nMs lhnfL 

Madison Cuaranty was OWMCI by 
James B. McOou111, the Cllntans' pen­
ner in the Whitewater De,.._ 
COl'llOJ"IUOII, I vaca~ ~ 
ment in nonhenl Atbnaaa. The,_ 
lice Dei,an- Is lnWMlpUftl 
wtladler Macllal Gllaranly •~· 
ly fllaMMd i-,, ne ~ or 
1nt.o Mr. Clllila'11114 ,......_ can.-

Quick action is 
sought for an 
inquiry on 
Clinton. 

>lip .... i.wu .,__. ci, A"-' I 
IIL , 

Webltff L Hubbell the ASJOdllt 1 
\ ttorNy ~ 111d No. 3 ott1c1aJ II : 
Jle~~wbolaofla 
nvol¥ad ill pa.--! maaan. bu ,. 
~ IIIIIINlf t,- the lnqlliry and la 
lOl lacltlded In the deliberaUIIDa ~ 
:tl'llillC u, l fl= l ~ . 
'4r. K~lla ~Mr. CIIIKoa 
1nd a fClf'IMI' law panaer ot HIilary 
Rodham CUncon in the R- law firm of 
Little Roell. In addition. Mr. Hubbell'I 
latller•ln-la• dtfaullecl on loans from 
Mad'-Guarancy. 

ML Marna WU. Federal proaecutor 
,n New Yot'lt, and lier role In Che selec• 
lloft proc_, llal al"OUMd apecwatlon 
that Ms. R- mipt COllllder wtll• 
"- lawyer, from Ille New Yon 
,,_, lllle a..rt Pila, a fonMr Unit• 
tel S&a• A---, Ill lilafflaau, or 
4 1 l .. wu a !Op lawyer In 

I 
Ille CGner..-.1 __,, .. Ille lran­
cantn attalr. 

No - • t the While HOIIM •u betna 
CGllllllced on the decision, Che oftldals 
said. 

Some Justlet Dei,anmenc offlclal1, 
SIIIII& by MWI aecounu suepstffll 
that Fedenl P1"IIMQIIOrs had rapond­
ed slowly co the cue. upreued con­
cem that a lcn&IIIY seardl for a special 
~ could 11ow Che IIWlfllladcln 
or ram questions abouc the Govem· -t·• tacua. 

G,_.larys--,_ 
In ,_t days, aaenu from 1ht Feo­

eral au,-u ot lnVfttt&atlGn dtlmred 
• arand j,lry subpoena to tht praidlnC 
of Flnt Bank of A.-aneas. a small 
bank In Wynne, Arlt.. that had llnaDdal 
deallne,s With Mr. Clint.on and Whlle­
watff in Che pea. 1.-. F-. the 
bull's president.. said ht wu sen.I 
wkll CM subpoena on W..in.day by 
F.1.1. apnu. 

Mr. FOUA'I ban&, anca called Ille 
laalt of Oltrry Valley, '--, to 
Mr. Cllnlon and to Whlt..,1111' _,.. 
the .... •ccordlnc to puolle -­
The banll alao Nfved II I rtpllltory 
fot' Mr. C1111t.on' s llM aui,trnatorial,. 
tltction campalan funda. In INS, F-6-
tnl repilacon craced fflOMY f roai 
Madison to Mr. Clint.on·• campalp ac,. 
count at die aw of Oltrry van.,,, 
Fldanl Clffidals said. 

Mr. FOUR declined 10 dilcml Ills 
0111U11U ot Ille IUbpoena, Md II ii -
claar wlleclw Ille bank .W had Ille 
raleYallt ,__ ~ by .. 
arad Jury. Mr. F- Mid tllat -
bank l"IUlned paper ,_. • ftft 
r-ra and that - •ddlUoMI ,-u 
mllht 1UII be avlliable on microCllna. 

ua ...._ 111e s-1e ••+tic• 
lftcler, lotl Dole ot Ka-, P"ot Ms. 
Rw. Ila ot --- peapa .. aaid wllllld ba CNlbie cudldefal for Is-, 
clal SW-. Ma. R- Mid .,_ 
wwld caaider Mr. Dlllle'a candidata 

On Mr. Dille'• IIIC wre cwo Caner 
AdmllulraUon ltllnlyt a-raL I 
Griffin BeU and 14nj1111in Civlleul ; , 
Roben a.-t. f-rty a spa:iaJ 
~I to the Senate Ethlcl ComlDlt• 
1ft ; fonner United Stalts Attol'M)"S 
Michael 81y1- . M IO.I Val\lku and 
OM Webb: arid A. B. CulvahouR. a 
CCIIIIMI In the Rawe! •...- White 
ltouM. 

,-
Ms. R=:.~ ~ after Mr. i Deal 

C1incon bowed on Wedne9day to heavy 
prnaure from lawmakers in botll per• 
lift to reqllHt I Special proeaeutor. 
ML Reno, who oppoMd bl'll\lllll III a 
pl"ONC\ltor from ouu lde the eowm. 
ment.. lcceded to Che Pl'aidant' I ,.._ 
~ sa)'1111 It •aa ~ 10 mu,. 
lain pubtic cantidence in the criminal 
jUllicatylfa& 

Early today. the MIiia H- pr.a 
NCl'IWY. 0et 0. My.rs, aalCI la W.. 
cow that Mr. CIIIIIOII bad made Illa 
dedliDo aftar coalffnlll CIII 1\lealay 
wUb his Mrs. CUncoa. who WU la w........, u wll u with ..... 
" The PIWltlaal slept llli II O¥ffllilM 
and decided to Ill f«ward," ft Mid. 

Ms. Myers Mid tlle1't..,. no -
lllllllicaUOIII ~ Ole PresldlM 

- die A~ o..raJ ■ die *"I Precadinc Ille WNle Ham--.• 
ullf«aa 1~ ik.c,,..,...., .. 

1 
'-- Mr. Clillranhu-apelia•llls. 
•-.... llil--U111Udclldl 
-pialltodlac:lalthe-..---,1 
Ma. M)'Wl'I IUd. " I Jua dClll'1 lllak w 
haw11ot11ter,about1L" ' 

Other otlldais Mid the JIIICIC& De-. 
part-clltlllOC11MW ttlat Mr. CUnlOII 
Wllll)lnlto ... &nlno1o!il t>MM~ 
ecuwllldalcw.._..,_._._ "'---~---,.. ~".:,..____ ...... ~ 
a----.••1tar1 s •r 
Illa lllqlllry..._.DI I , ~- ~: 

0 
la I ...... f ... .., f4 

=..-: ;:~ = .~~ 
firm il ·t.a&»IIDcl' llllllaf .... .. 

· tlwtlta'1•·· .... ... r--- -t·- . .i __ ,, . 
TIie lltqlllr)i, wliiS II ,..... ,,._ 

Ille JtaUcl Dlpanw ID"< ..... 
SltlDmed fnm & ..... ___., 

brwatM by Madlal ~ ..... 
IU-'tllla11tia ...... lM 
louwutallla-byballk,....._. 
in 1• . dle~,-1 lnberiMd Illa ,_ 
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Special Counsel: A Risky Tactic? 
I 

Success of Clinton Mo~e Depends on What He Has to Hide i 
I -.J.~---------------1 

had -r Dl'Oltffl tnf'IIWI -Of the Un11-j 
td S11tes.. n.e truth WIS that hi had • 
used man1uana whtn ht WIS a 11Udtnt I 
,n Ena land. ! 

By DAVIDE. ROSENB'fuM J:f!' More than ~ dtCICH later when lht 
-.., .. n.._ , ,.. ,_ Iran-contra cue hn>kt. Mr. Ru11n 

WASHINCTON. Jan. 13 - Most ,,. adopted a s,m,lar m a1,cy Ht 1ns1S1ed. 
cent Pru1dtn1s have fa~ the quanda• 11n the fact of cons1dtr1blt t vodtnct 10 
ry of how 10 respond to pottntta lly the contra ry. tha t ht had ntver aut~ 
dama11n& quesuons about lhttr con- I m ed traama arms for hostaaes or 
duct. and their mcllnauon r,a1 bffn 10 s11pporun1 th, r,bel lorcu 1n S1car1• 
mm. htdc• and dluembt.. I 1111 whtn 11 was aca ,nst the law 10 do 

The tactic has had I so. 
muted results. For Rich• In tha t case. tlw tactic succttded. 

N.-.. ard M. Niltan. 11 was a di· The Iran-contra affair. which mvolvtd 
Aulylil lllter 1h11 COIi him hll I priva te forel1n pohcy run OUUMM 

Prnideney. For Ronald norma l channels w1thOUI 11'11 ICNllny 
Rea1an. 11 succttdtd in of !hi State Dtpanmen1, Conal'fls and 

prenrv1n1 his repu1auon and 1,mna 1 1h, pubhc. was fixed 1n tht pubhc mind 
Ceorge Busi- e lected 10 succff<I him. , as • polluca l squabble or llttlt conse-

:-.01h1n1 tha t 1s known about P ru ,, : qu,nr t 
dtn1 Clinton' s linanaal dtallnas 1nd1• I 
CIIH tha t IMY Should be compartd 10 
Wa1er1a1t or tht Iran-contra case. 8111 
~ r. Clinton·, 1n11ial instinct WIS the 
same IS h11 predec:tsson' : to keep the 
lull truth from btcominc public. Now. 
ht has aaretd 10 IN aPl)Ollllfflffll of a 
special CCUIM L Whether 11\at WU a 
wise chooce poliucally aei,enas on 
"''Mther M hlS anythtna 10 hide. 

Thi Int Strateay 
So Mr. Sixon .,..ould have benerlted 

rrom ba rina evt ryth1n&. But 11 !11 r. 
Resaan had told tilt whole truth. the 

Baring all could 
have costly 
political 

Formtr President Jimmy Ca ner put 
1he mauer 1n some penpe<:uve this 
week whtn ht wu uktd In a Nauonal 
Public Radio interview why he 1houalu 
Presldfflt Cl111ton was be1n& so cloR­
mouwa about has ,nwstfflffll many I consequences 
~ears aao 1n the Whuewattr Oewlop, • 
ment Corpora1- a real estate Yffl-
tur~. 

In the Whue House. hi did 1101 an• ' 
swer completely at lin t when ht WIS I 
asked about tht dism11111 of the travel , 
office staff and the suicide or his friend : 
and deputy counsel. Vincfflt w. Foster : 
Jr. So the matttn -r 1tt1Md 10 be : 
put 10 rest. New lllformauon 11 11111 i 
comin, OUI allOIII Mr. Four. most ' 
r.cently JU.I blfor. Ouistmas wnen II I 
111rned out 11111 a me on Whitewater 
was removed from his ofllct tht day of , 
hll death before It could be Ham1nt<l I 
by Federal 1nvcs11aa1ors - a lact Mr, I 
Chnton and his wife, H.lll• ry. s11rely 1

1 

krww. • 
PuMlc'•~ 

All 11111 enhances Mr. Clinton' s 
"Shck Willie" Ima~. and aome on h11 I 
staff v- II IS a politic.al problem. A 
CBS News Poll talten last weelt lllllwed 
that only 12 percent ot IN public 
t/loupl Mr. Clinton bad IOld Ille _,.. 
INlh about his Pffl(lllll lile. ANtller SI 
percent said he fflOltly told Ult IMh 
but WU hidlna SOIMlllina-

But u, Ille Whitewater mauer, 111ff 
members are handicapped. n.y can• 
not really· al'1\lf that Ille C1intans 
si-ld be more candid becaUM llley do 
noc tnow the lacu. 

It IS dlfflc,ilt 10 ltnow WMI kind of 
dlaclosure would be mon damaama 10 

•s Ill • " ,_,....... polillcal COIIMqUfflCH could ha,·e hNn II Mr. Cllnlon pollllcally 11\an Ille public ,_..a •• Y •-ca 11an1ficant. perupllon 11\at he Is hldlna somtt111na . 
.. , think one reason." Mr. Caner Public rela11onsspt<'1a hstsal'ntrally For inltanee. J ames 8 . Mc Oouaal 

replied. "1s that Presidents Bush and hOtd that the t>ts1 responH 10 a d>maa• and NJ wile, Sllsan. the Cllntona' pan• 
Ruaan 101 away w,th the Iran-contra 1n1 d1aclosure ,s 10 ae1 all the truth out , nen 1n the Wh11ewater vmture. 111vcst• 
emoarrusment. They stonewa lled and as quickly as pou,ble. The textbook td substanua lly more money 1n the 
•re stoll do1na so. and the information I examples are from tnt l!ISO' s whtn company thin the Clinton• did, even 
1bou1 Iran-contra has never bttn Tylenol quickly recover<d 11s market thOU&II the Chntons were to share 
made fully public. So l think II may be : sha re alter news thal consumers had equally 1n the prohtS. Whal If II tums 

~~:\::':h~'i:.~:i~'i°':~ a!v~: :~~..-i~! ~•:;:. ~=~~~,!~:,c::: :' ~~~~~~~1~•':!:.0..N: 
thinJ . peril hOld. 1s that the the drua·s m anu, lhouJht the pro)ICt would benehl from 

" But I don't believe u ·s possible 1n facturer. Johnson I. J ohn.son. never the presu1e of the Clintona' na!M 1n 
IM case of UUI !SSW. I think that 11'1 pretended 1h11 noch1na WIS wrona a nd IM pannenlup, II 11\at a p1n1CUlarly 
101na 10 all come out. and 11 would be mode every erron 10 a119tar candid d.lmaaina d1sclolure? 
much better 10 let II come out volun- a nd contrite. Probably-. But what If. at Gover• 
1arily and not have II forced ou1." But 1f the lesson 11 thtl such a strat• nor. Mr. Clinton al)90ir1ted a sav111as 

~ r. Nixon had hlllt to hMk about the ear 11 aood pol111cs as well as aood and loan ~ la10r ht thou&llt would be 
Waieraate burcla ry, but tha t d1d not pubhc rela tions. ~ r Chnton does not sympathelic to Mr. McOouaal? What 1f 
cause 111m to be c andid. On March 21. seem 10 hive learned u. On q11es11ons Mn. Clilltoa was paid for lepl worlt 
19;3, wull de111ls of the break,1n pour- 1nvolv1n1 his persona l conduct. Mr. she did noc perform? Wlla11f U..re are 
1ng out and the Whitt Houa unde r fi re. Chnton ·s insunct has t>Hn 10 circle Ille 11x d1acrepancin? What ii Mr. Clinton. 
ht told h11 aides, " I want you 10 Slone- wacons. who earned only W ,000 a year as 
wall 11." Our1n1 his ,1e<11on camp11an. wnen Covemor, had secret rWlda stashed • 

Leu than 17 months later. he was I"' w1S quuuOMd about repon a of away? Noth1na 11\at 11 known pubhcly 
lorctd to resian. 1101 bKa111t of the ma rua l 1nhdtht)I. h11 d ralt record and indicates 11\at any of those 111111uons 11 
burJll ry - no credible evidence was I hos mar11uaru, smotuna. his inn.al an• tlle cue. 
ever productd 11\at he krww about 11 1n s•tr• were lawye rly at bu t and de- Bui 1f the answer 10 any of lhose or 
advt ~ - bu1 prima n ly bt<,ause or I ce1v1n1 i t worSI On man 1uana . for 11m1iar q11e11ion1 11 " yes:· 11 m1ant 
1ht illega l steps ht a nd hos st all 1001110 I ,ump1, . wh,n ht ,.as '"" 1Slled 11 expla in why Mr. Clinton wantS 10 hep 
covcr 11 up. had ever smoked 1\, h! rrphfd that ht tht 111forma11on under wrape. 

(1 
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Whitewater Hearings: A Risk 
A 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 complicatec 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 
countercharges hashed out on national television 
right now. there is no real need for legislative 
hearings at this point . 

In fact. there is a strong argument that con­
gressional hearings might be counterproductive. 
Legislators need only recall the history of the 
Iran-contra probe to see the pitfalls involved 
when a case is handled in two forums at the same 
time. Problems arise because Congress and pros­
ecutors have different objectives and they often 
conflict. Committee hearings are designed to 
provide a public forum for the gathering of 
information, while prosecutors strive to accumu­
late admissible evidence leading to a conviction. 
All this, it should be remembered, remains whol­
ly in the realm of the hypothetical because 
neither the president nor anyone else associated 
with the White House has been accused of any 
crime. But if a special investigation is to take 
place, it is prudent to let it play out its course 
without this particular conflict. This investiga­
tion, it is also wise to remember, does not 
concern only the president but involves many 
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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 exact.ly 
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 
difficult to use congressional immunity and still 
preserve a prosecutor's case. The court ruled 
that all the witnesses who testify before a grand 
jury or at trial must be examined "line-by-line and 
item-by-item" to determine whether they used 
immunized testimony "to refresh their memories 
or otherwise focus their thoughts, organize their 
testimony or alter their prior or contemporane­
ous statements" before giving testimony in the 
criminal proceedings. People who watched con­
gressional hearings on television would find it 
hard to swear they had no such impact. 

The court has rightly made it difficult for 
Congress to circumvent the Fifth Amendment by 
compelling testimony through immunity. If it 
turns out that the Whitewater matter involves 
criminal conduct, prosecutions could be jeopar­
dized by aggressive congressional probers who 
want the whole story notwithstiriding the risk to 
the criminal proceedings. For now, at least, the 
investigation should be left in the hands of the 
independent special counsel. 
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Probe of first lady expected 
to write. new chapters in law 

1·' \
i:"I I Paul Rolhltlan. a iaw prol'euor at For eumpl~, the accounlinc rirm 
\ \ Geors- Univer111Y, said •~- Emit and Whinney ll)ent ss million 

live privile1e doe, not apply to per- on a l~a\ ban.le before it •sreed to a 
The unprecedented invesucauon sonal mformauon but it does apply S2.S mill~ Mftlanent or the Fed· 

or a first lady for possible civil or to Information that mi1h1 mclude e~ Oepos11 Insurance <:4rp.~ S100- I 
criJllln&I wron&dollll in the White- military secrets. for eumple. miWon-pllll Llwlult asain,t 11 alter 
watff-~ all,ir unleashes a "But it Is conceivable' to use ex- the collapse of Franll.lin Naoonal 
host ·of 1ep1 quealon1 and strate- ecutive pnvilecc by promotmg an Banlt. 
Ilea. IOP.W-law)oen said )'War· illlllion that there ii a danger in re- In !he case or the ROM 1- Firm. 
da)t vealing secre11hing1," be Aid. Mn. Clinton and another pai 

TIie ....,_.. inllerYi--1 by The lmoldal ~ ol the apecial privl• Rlcll&rd N. MuMy, rei,re,ented 
\VublngDI Tima ai.o Aid the pow• lqes will malat the in..apdoa ~ before atata NClllalon in 
erf\11 lloM Law Firm in Unle Rock. IIIMW d!JrlC\llt, Mi: RochAlin aid. 1985, uain1 an audit by 'f'l'Olt • c.o. 
Ark., for which, Killary Rodham "But then will be available un• to show that It wu 1oh.nt Four 
Clinton worked, may be vulnerable pnvile&ed inatarlal and wiaieua years later. the rirm- in• -ban· 
111 lawsuiu aJ the result of the de- who will be able Ill provide a pictun died by anocber ~ Webster L 
miM of MadllOCI Guarani)' SaVIIIIS of what happened," be Aid. '"1be Hubbell. now ulOdare anomey 
and LoaD AsaociaUoc, which coet public's need to IIMw will be ua. 1eceral-llledMadllocb-theF'ed· 
~ sso millioc. ried. but it will talat - time and era! Deposit lnaunnce C.Orp., uylq 

'lb4 relatiocahipa ~ Madi· aome dJcs:1111." Iha Frost audit WU bofu,&. 
-. the ROM Law Finn. bllnk rec· Mr. Lefcoun aaid that u the cue 
ulalon. acd frienda and family of prosr-David Kacdall. the Clin· 
l'NlidentOln- raiM 10 fflM)'WU• - • perDIAI • ~ may lnwu 
cal qu.tlona lhat Harvard law pro- •pecial privlle1n IUCh u the 
ra- Alan Denhowia will begin anorney-cllent privllqe, which 
lhh _,., legal ethics course would p- cenain documenu 
widl an a111111rnem to scrutinue drafted by Mn. Clill- u her hu• 
their ac:tivtna. band'• anor,,ey. 

" My noM u a legal profeaeor "M a dcflnae •tllDl'IMY it would be 

smell, -thine au,piclou.a in the 
acuvitia or the ROM rirm." Mr. 
Oenbowia l&ld. •11 is the lclnd ol 
elite inMllaitivilY that Harvard and · 
\'ale and OCher elite law ldlo9I ltlt· 
deau ahould ba puticvlarty aensi· 
tiwabout." 

Mra. ClillllOn. a panner al the ROM 

- Law F\rm. ~-\led~~ 
fore ltlte buwnl f'el\llallJn in the 
1980a while bcr husband wu ICM"" 
DOC' ol ArllanaU-

s« HILLARY,~ J\8 

~y 
Quationa ha-. been railed about 

Madisoc'I tiu to Whitewater. • 

northern Arltan.ua real - -ture jolndy owned by the Qinaia 
an4 Jama B. McI>oupl. - of 
MadilOn. and hlJ wile, Susan. 

TM law)oen who dlscuued with 
The Times the nm Lady's polelltia1 
case noted sewral murky lecal 
arau: 

• Will executive prMle1e apply to 
Mn. Clinton? 

• Becau1e Mrs. Clinton rep• 
reMntad Mr. Clinton in the Whi• 
water ,,,_t.. is aQQnlOIY-cliat 
prlvil-.. applicabM1 

• Will marital prlvilepl, IIICb llS 
one that in--u one SpouM froca 
tefllf)'ins apinat anomer. apply? 

•There are a whole range of privi• 
le1es .. . spouaal and executive priv• 
ilese." said Gerald Lefcourt.. a de­
fense lawyer In New Yorlt. *It's 
almoat a joke, but their comena· 
tiona .,,. protected by more priv,• 
1..- tnan any other couple ill tba 
country's." 

Executi,,. privile1c on,inai.d 10 
protllCt the president and his ltalf 
from relculn1 informallon that 
could jeopardize national aecuriry. 

tAwyers a1reed that executive 
privilese would n01 apply to any of 
the Whitewater deal.lllgs ~ 
they occurred lonl bcfon Mt. Oin• 
ton assumed lhe pl'Uldenc:y. But Mr. 
Denhooria Uld executive privileae 
migbt apply to lhe allept:ionl ol a 
Whltawatar-Ma~ -.-up. 

my aoai llO iw-w 1117' priv\lepd 
malllrial. I would cenalnly look lnllO 
it," he Aid. • You careC\llly --all 
cloctunmu and lnlbnnatioa 110 -
whether any privilep applies. I'm 
sure !hat's wbat would be done here." 

TheOinllOnlabo might anamptllO 
- marilal pri'rilece, Mc Lefcoart 
Aid. •spouaa1 ~ priYilele 
p,-u a spG11N fonll ..itY1zi1 
aplnst -iier ,pouae IIO praerw 
the anctity ol • m.urial'e," he aid. 
Mi:~~audit 

-W be ~ 110 dalm tbat 
priVU.C., 

"l - imaciM tlM udoa be­
ins wtllillf IIO accepc the apoual 
priYil ... fnim the preaidect or the 
rim lady:" he aid. "'I'M on1, real 
prtvilece lhe president bu ii-· 
rive privilese. and !hat coma at • 
IJ"lt political COit." 

Mr. Denhowia aaid he will ult 
his studenu 10 examine the role of 
the spouses ol public offlciall. 

"Since eo many or my ltlldalta -
men and women - will be mamed 
Ill lmporunt public offidalJ, I want 
them 110 loolt at the relatlocallip ~ 
IWNII prac:ticinl law and beills an 
advocate." he uld. 

So many powerful people arc mar· 
ned to each other thal potential ethl· 
cal violation• are boWMI to cotne up 
more frequently, M~ Oenhowia 
said. "The purpose ot my courw ii 
p~tatiw, to maJta ,ure that no 
student of mine 1eu hilllMlf or bef-
self into thi1 Killary - · be aid. 

Mr. Rothstein ursed eocoe le­
niency ID thb ara 

·un1- yo11 wam ., .,. the ~ 
of an Important man can - • pply 
her trade. yo11've sot to be leniect on 
thal." he Uld. "You don't want II) db­
able professional wiYeS from prac• 
ticins their trade." 

M for lhe lepl vulnerabWry of 
tbe Rose Law F\nn. Mr. Rochstmn 
said the laW)'en !here would hlM to 
haw known of the abalry f"IMDdal 
conditiona of Madieon and tha 10 
haw actiwly he1l)ed the cllect cowr 
them up. 

" I don't know if !here wu that 
<ind or involvement," he Aid. "But 
lus 11 • new. forefront area of the 
1w - to hold the ta,.,.n and the 
ccountanu respon11ble of the 
ll"Ollldollll of the managers of an 
:&L." '12-
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tons deduct losses? 
~ .;!'.Z.~~:. 

Bill and Hillary Clinton rou• 
rinely claim SI and S2 deducrjons 
ror used ive~ on their red• 
era! tax return, bur ne..r rook a 
le1al tu deduction for the $68,900 
!hey claun 11> ha"' lost on Jhe 
Whllewarer Oewlopment Col'l). 

Federal im,wtiplon want ID 
'-wwh)t 

the CUnlDIU lecally could ha,. de­
clared capital loucs of up to 
SJ.ooo a ya.r OYff 2J yun 1r they 
lost 568,900 on Whitewa ter. 

The tu deduction would haYe 
been limited IO SJ,000 a year and 
would haYe been taken api1111 the 
couple"J ordJnary ina>me. 

Thia analysis coau-adicu Paul 
Sepia, a Rlllor praidentlal ad• 
vlNr. wbo aid me Cll.orons could 
~ Wlal • d.cluc:doa only in 
1992, wi- lhey aold their 14-)UI' lntemal Re--.ue Service olfl• 

c1a1a, tu lawyen and odlen fa­
miliar with l'edenl tu laws uy stt TAXES, ~ Al 

TAXES 
From pap Al 
half-in- in Whl-.lff 11> one of 
their partMn, James B. McDoupl, 
ror s1.ooo. 

Mr. Becala told the Wall StTeet 
JOUl"NII last -k Iha! the Cllntona 
would ~ sawd only SllO If they 
claimed lo- ID cancel out the 
S1,000 1a1n and "it wasnl worth it 
becauae ol the baule faclK" 

Other Whila Houae officials haw 
said no capital loan were dedared 
l>«auae doolmenta"OII WU IO poor 
that ii was impoaible for the Clln· 
ton1 10 p~ their losses. 

E-, if the ClinlllM _,.. "push oe 
shareholders· in Whitewater. as a 
spokesman baa aid, they could haw 
leplly claimed SJ.000 annual deduc­
tions until the whole lou wa1 wrinan 
olf, the axperu 1IOld TM WuhinCDI 
Ti.ma. 

But the Clinrons did DOI c:lalm 
theM deducdons at a time when 
Mn. Cllntm1 WU routinely Claiminc 
tax wnte-otr, for donation, of uMd 
underwear, sweat shins, tennis 
shoe$. socb. s lippen, stockin1s. 
mmen1. b1km.s and "Clinton for 
Gow mor• T ·shiru. 

Mr. and Mn. Clln1m1 -,-e JOIDt 
pannen with Mr. McDou1al and his 
wife. SuMD, ID Whltewatar, which 
planned ro blll.ld vacation homes on 
42 lots on the White Riwr in nonh· 
ea1tem Arkan,as. The project 
failed. The pannenlup APl)IMS 11) 

~ been stn1ctured to enable the 
Clintons to receh~ h.alf the profits 
with linle or no inwsanent. 

The Clin1Dn1 said durin1 tile 1992 
presidenuai campaisn that they lost 
568.900 ID the Yenture. bur quanons 
ha.,.. anMII about the validity of that 
flcure-

Mr. McDoupl, the focus of a Ju,. 
dee De!)anment inwstipdon inlD 
SUli,idlDs ol Wepl loua and cam• 
pal,n frud imoMnc ~ 
and bu now-defunct ~ Guar­
anty Savlnp and Loan Astociation. 
bu M id he does not remember the 
Clinton, losi111 tllat muc:11. 

Dwinc an intel"Yiew with The 
Tl.IMS in April 1992. he Mid he 
tlloulht the CllntonS lost " J!p\ifi• 
cantly i.u· than 561,900 in Whlre--In a Jan. 1 ini.rview with the As· 
IOdated Praa, he Mid he rwwled 
the CllnlOal illwmn, about $9,000 
in tha-.-.. 

The New 'a1t 1'1-NpOl1lld in 
Mardi 1992 that the ClinlOal had 
takanSS.lJJ inWecai tax deductions 
on their 1984 MW'M for a White­
water loen that lhou1d haw t,em, de­
ductad for the COl'l)Ol'lldon. 

Mr. OlnlOII at !bat lime told r. 
~ !be coupM lo« W.000 on 
.WhilllWatar. · 
J-M. Lyans. a Denftr a.w,oer 

and ioncUine CllntDn ally who WU 
called In by the campaicn ID write a 
rei,on in response ID the Whitewater 
disclosures. was the fi rst ID put the 
Ointons· losa a t 568.900. Mr. Lyons 
prepared the report in conjunc:tion 
with the DerMr-b&sed ac:countinc 
finn Patten. McCarthy .. Asaociata. 

Mr. Lyons lalllr ac:llmwled,-1 -
and The Wubinp,a Times repon,ed 
in NOYltnber - that many of the 
Whltewatff clocumena ~ mJa. 
ins and that he had newr diSCIWed 
the maner with the McDoucals. 

The Will Streat Journal reponed 
yaterday 1ha1 Panen, McCarthy & 
Auociara in a Mardl 1992 lener ro 
the Clin10ns sald that "due ID the na­
ture of the enracements and lncom• 
pi.. or IIDllvailable ,-.da." the 

fl.!111 could not voudl for the accu­
racy of its findincL 

The Lyons repon, wued Mardi 
24. 1992, IDOk no DOCice of the fact 
that Wbi-ter had failed ID file 
col'l)Onte tu retums from 1915 ID 
1987. WMn lnqulriel Wllft made 
durinc the campaicn. the ain... 
said the Whltewatar tu _,. 
werenotavailabM. 

The tu problem WU raolwd ill 
o.:.mber 1992 by Whll8 H­
Deputy Coumel Vi.-t W. ~ 
Jr., wbo WU the eun-,• per-1 
allDl"M)' unaJ be killed blmNlf laly 
20. He m.t ret11n11 ---a dial 
Whl-w bad Nl'Ded no in-. 
Themum, made nommdaaolllll)' 
capilaltoa.. 

IRS otriclab 1Dld The Times It la 
not necaaary for - ., haw 
accu.roulatadcai,iralpinallldedan 
c:apilallouN. 

Theyalloaid that it a ~la 
awareol the pro,,iAGD b the~ 
per-,-r dedllCtioll, be lllllll dlba 
the deduc:lloa on Illa fedenl ~ 
tuffl\lrm. Failure Slclo IO~ 
of i,noranee ii not. violatian of tbe 
law. 

Rlc:hard Mom, . a former IRS 
acent who wortcs as a tax prepanr, 
said the capi ta.I lou deducdca is • 
c:ommai one claimed by IUpllJIWI 
and ..-nmended by tu!)rlPCWI 
u lone u it is claimed within three 
>-R of the year in wtlic:b tbe lou 
OCCUffed. 

ThlW Wuhin,--bued tu law• 
)'a'I wtlo uud not ID be named IDld 
The Times th-•u ·noJocical...,. 
ton" wtry the lepl deducdom ,_.. 
not taMn If the lotMa oc:curn4. 

"SoftMtim .. a loH is a freebie In 
exc11&nce for other cons~tlonl, 
such u racuJ,a10ry help throlllh a 
COYenllllent acentY." one· of the law· 
)WSMIAi. 

, .. , CAJ.'Ulllf l>,U:• . 
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Your guide to Whitewater : · ·what is Whitewater? 
~' The Whitewater Development Corp. 
-'.. was a real estate partnership formed in 
'..,: 1978 by Bill and Hillary Clinton and 
- James and Susan McDougal The ven-

Jt ~ ture was conceived to build vacation 
fs · ' hQmes on 42 lots on a 203-acre property along the White 

RiYer in northern Arkansas. 
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The partnership bought the land in 1978 for $203,000 
with two loans - one acquired, without collateral, from 
a Little Rock bank and another using the land Itself as 
collateral. It is not clear,from the records who paid the 
$20,000 each year in contbined principal and interest. 

Mrs. Clinton borrowed $30,000 from a McDougal­
owned bank to pay for a model home in the deYelopment. 

'lwenty-four Whitewater lots were sold in 1985 in ex-

change for $35,000 and a twin-engine Piper Seminole 
airplane, which was valued at about $30,000. The trans• 
action was not reported on the Clintons' 1985 tax returns, 
and it is not clear what happened to the plane. 

The Clintons, who claim they lost as much as $68,900 
in the venture, sold their half-share in Whitewater to Mr. 
McDougal for $1,000 in 1992. It is not clear how much, if 
anything, the Clintons invested in Whitewater: 
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-~- u~nntHU' 11nHmm1 Reno might seek 
two-for-one deal 

counsel • onspec1 
V unllMly 10,-1 criminal behavior. 

By Frank J . Murray It 11 cl•r that whomllWI' iJ cho-
.,.. __ ,_, C sen will ~ ac:ceu 1IO all the doc• 

Anomey General Janet Reno is 
conaidenn, Ulcinc Coacraa ID al· 
low the apec:ialCOWIMI Iha namea in 
the Whl-..-MacU.m in\Wtip­
tioo ID become a llaMDry Uldepan· 
dent C0WIMI. if lawmuera pua • 
new COUNd law- moodl. 

"Thia may be a a111ppp lhllt 11w 
wuurpt10~ltdel,end,on 
how the new law i, worded," • Mnior 
J\llllce Oepvunent otricial aaid ,...­
terdey, indic:etin1 that Miu Reno 
wants CA)naNss ID wai,. the bu on 
appointin1 a "pubUc officer• since 
that would eliminate whomc¥tr Ille 
I\MleS ID lm,nripta President Clin· 
- and tint lady Hillary JlocUlalll 
Clin10n. 

Aides ID Miu Reno Mid the bepD 
00ntec:tinl 1M "fiM tiff" ot cand.l· 
data Wldnaday nlclu and apecu 
ID name - next -it after• 
check tor possible contl.lcts ot intff• 
est. Ha dec11lon II rina1. 

Queauons abounded yesterday 
abou t whether the Whltew11e~ 
Madison special counal will ~ 
powrr ID Melt criminal lndictmenu 
1t wronadoina ii l'ound by the Clln· 
tonS. or ewn 1IO clear them with rel­
evant documeta. which are under 
arancliutYseaL 

Rep. Jim 1-ch, the lOWII Repub­
lican who WU-· the tint ID call 
for both commln ee ect10n and a spe­
cial counsel, termed the quest · an 
ep110de or embarrassment" that is 

WMnts u, the cue. but premature 
dilclolun could affect the OfllOII\I 
arand Jury probe in Um. Rock, Ark. 

"Tbat ~ be up IO the counsel. 
I cauinly wouldn't -t on II 
IO U 1IO lnclk,a!a any pret.Nnce," 
Miu Reno .. id in UIIIOWICUII 
Wednadlly nlcht the would bonor 
the president's ,nldcinl l'9qUat. 

Such questions are dAlemed prt­
mat\ll'e until Miu Reno neconam 
the limits of the probe with her 
choice tor the seasim. post. 

Meanwhile. it is clear the White 
HOIIM i, opcimistic 1M public will 
accept an outa>me they eiq,ect to be 
,~ lmplYina that 0PPOsina 
lnmalcian and maJor newwpepers 
Plillllld tbemNIWI ln110 a ~ by 
adYOCatiffa a ll)eCial coullNL 

Senior pree idential a dvlaer 
G--,.S~men-...1 
only The W.Jhlna1an Post and the 
Wall Smet Joumal, but othff pa­
pen rec:ommenclina the •lei> include 
The WaJl\lna1an Times. the New 
Yorit Tltna and USA 'lbdel' 

Some llaff adviNn -pllaticeUy 
arsued tlw die put,Uccloa- can 
about tlle i11SUu ral.Md ill the 
Whitewater-~ coatrowny, 
and Mr. S tcpbanopo11l01 c ited 
•tadlneuot polle4-pi1a the~., 
dominance ol the -

Whlir...ter-Macluon hes become 
a catchall I.II tor App&ralt ethical 
conrucu in the ClintDN' linM 11> 

------------ Whl-,. Dewlopment Corp., • failed ...i -c1ea1 In wtuch they 
had In--, and Madi,on Guaran, 
IN Savinp and loan ~tioo. 
,.,_ principal ow,- helped tlmn 
rei,ay • $50,000 penonal louL 

A spoltelllWI for the Federal 0.­
potit lnaurance Corp. aaid yatardey 
that Mra. CllntDn'I prior rei,raenta• 
lion or Madl,on In • state ~.ll\llalDry 
maner would not haw bftn conad• 
eTed • conruct of interat if the 

l!f qMi~isil :-!isu,i~§Eli 
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FDIC had ~ told about iL , 
In • nine-pap lener IOlicitina 

FDIC b111ineu that~~ 
dllC«I a S400,000 M for nqoaann1 
a SI mllUcn ~ ~t. 
Vincent W. F'oner Jr. apeu.d out the 
ROM law Firm 'I uperience in a 
numb..- of thritu but neclected 11> 
mention lhllt MAcliJOn had been one 
otthffl\. 

!11Hf itn 1Uff ft! fiHHf 
111 Jf l:u l!!•f tnr- tlri!f 

Mr. F-er killed hirnaelf July 20 
when he WU cleput)' White HOUM 
COIIIIMl. 

• J. JfflPIUIIS Mou~ IO 
11111 Npcm, 

i! 
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What might Clintons 
have done wrong? 
'""'-- ..... Fed..-.1 in11est11a10rs are problnl 
MWral analu Ill the tanSled Whlte­
water-Madilon c:aM. 

• H- m11eb moaey-, Iott! 
Praldent Clinton and has wife, 

Hillary, said they Iott S689)0 on the 
Whitewater o-lopment Cor,,.. a 
real estate wnrun with James B. 
and Susan McOou1al, but they failed 
10 taM lqal tax deduction1 for cap!• 
tal io.- that wollld haw sawd 
them thousand• or dollars. Mr. 
McOoupl waa owner or the now• 
defunct ~ Guanney Smnsa 
and Loan Asaoclatlon. 

When Whl-.tar f lm 1urfaced 
u a 1992 presidential campai,n II• 
- · Mr. Clln11011 laid the couple had 
loat S2S.OOO. 

• W.1 tNtt ID llle1al loan! 
DaV\d LI-tale. a fonnermuntcipal 

iud1• 111 Uttle Rock now under Ill• 
d ictment for mtadlreclina SmaU 
8~ A4minllll'ation loam, aid 
M.r. Clul-~ him chlrinl a 
(_.ID-(- meeGI\I in 1996 IO 111111 
a q11ationlble Sl00,000 loan ID Su· 
an McOoupl M r. Clinton 11&14 be 
dld not ...call the fflNtina. 

• Wal -,, dlwned from fed­
fflll flllld1 to Wlllt .... tar or tlM CU. 
too c.ampel1al 

Mt. McOou1al used SII0.000 or 
the SBA loen to hi1 wife lO buy Pl"Ol>' 
eny for the Whitewater project. It 11 

not ci.ar It otber money wu di· 
'Wn.d from M..u- ID Whl_.tcr 
or IO Mr. Clinton'I 1984 1Ubemat0-
rial campalsn. 
•Wen•O'--tllM 

.. ,....,.. ---.bold1n"? 
The Clinton• deacribed them• 

tel-a as "pauiw .tlareholden" In 
the Whitewater dewlopment, but 
Mn. Clinton wrote a letter 10 Mr. 
McDousal in Nowmber 1988 de-

Madison 
story dates 
to 1982 

™'---Jama B. McOoupJ. a friend and 
l,u._llU1Jlerof8W01n-, tDo1t 
-· tiny operation ia-u Madi· aon Guaranty S.YUISJ and Loan ,_. 
IOcilldon, about 7S mila north of 
Uttle Rock. Ark., in 1912. WiUun 
lhl'M )'elrs. Madison) IUCtl crew 
from SS00,000 10 1110N than Sl7 mil• 
hon. 

Mr. McOou1aJ., from h11 new bllae 
of operat:lona In Unle Rock, SWO-· 
perad thl"OUlh a web of COMec:donJ 
and friendsh.lp1 that Included Mr. 
Clin- and 111' wtte, Killary. But the 
Federal Home Lou Ba 8Gard In 
a 1914 repon airaady had not.s 
Madl-'1 •unaafe and unaound 
lend.Ins practlca .• 

mandln1 pOWer of a110mey for full 
c:onuol of the wnNtt. 

• WIiy WU Mrs. Cliatoa paid e 
-ialy nWMr by ~ l 

1n 1915, Mn. Clinton _, paid 
$2.000 a month for convindns 1tata 
re,ulators appointed by lier bu. 
band that Mediaon WU aolwnt -
despite federal bank reportl ID the 
contrary - at a time when Mr. 
Mc Oousal -• her bu1lneu partner 
111 Whitewater. The payment• were 
made by Mr. McDoupl In a dNI .,-. 
ranpd by Mr. CllnllllCL 

• Were lllere W.pl-, dlftr­
...... ,.,. .. _,... clNcl? 

Sbonly aftar h1I tlec:dcn u SOY· 
emor In 1984, Mr. C1inlDn uud Mr. 
McOousal m "knock out a deficit" or 
SS0.000 for a per-i loan Mr. Clln• 
ton IOOk out 10 fund tu. campalsn. 

M.r. McOoupl held a fund•rauer 
for Ilia bulUlua pu,ner and reared 
at ,_ W ,000 of that debt. At 1 .. 1 
one of the checka rrom tha fund, 
l'alMI' UMd ID pay off Mr. Cllnton'I 
1-1 WU 11,ned by Kmnedl J'ee. 
c:oc:11. who - del\la..., donalllll 
rt10114Y ID tha Clin- campaicn. 

• WIien ara tlle Wllltentei­
~ ,-,dal 

Mra. McDousal said lhe dcliwrecl 
Whi-ater record• ID th• Arkanau 
IIO\lllfflOr'I manaion in December 
1987, at Mrs. Clinton 'I reque11. The 
ClinDII said the reconla wen lost 
belore TM Wullinp)n Tlma' Dec. 
20 ~ that Whl-.tar record.a 
,_.. aecretty ~ July 20 from 
the ocnc. ol Wblll ~ o.puty 
CounHI Vlnc:•nt W. Foater Jr. 
ahonl, attar he ltilled hlmMU. 
N- the Whitla ~ ha turned 

Oloff at leut fl,.. boMt of Whlte­
waM ncord1 ID in....npton under 
temu of a subpoena worked out by 
the Cllnmcu' lawyn- and the Justice 
Depanment m keep them aecnL 

The ArlcaNas Securities o.p.n. 
ment wu ulted to determine 
whether the sa.L lhould be clo.ed. 
Mra. ClintDn. • i.w,., on a s2.ooo... 
month retainer from Mr. McDousal, 
U'llled SUCCeufully before It.Ila 
nsulaton •l>POinted by her hu,. 

band that Madlaon should remain in 
bu1inesa. By 1989, the lnlOtUtion 
had a paper worth of s 12S million. 
But that )'MT It finally wu clOled by 
reswaion. and la,q)e)ffs JO( • S50 
mWlcn bllJ for IU defaulted loeaa. 

~ !=~~, ,•J1! ~ z i!ipJp. r~ •Et a>f~ ("D J~t:•,rr ;j ·I ~ 
ajarfiif (if i en 
1111 ;if 'fl1·t!1 ~ la1:->fili;'l-r · · 
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Papers fro111Foster's office draw 
missing midia into Whitewater 
By Joyce Price T'Mf......,tON,.., 

CHM ii dcwloped !hat a file ralatina 
10 Whllewalff had i-., remo-,ed 
fromtheotriceolWhilll H-coun-

The WhililWafel'Madiloa coouo, sd Vincct F-after be commit• 
wrsy, ~ by mo.i of the medJa led IUicide last July." 
unol recenUy, hu become the hot• The WaabinJtDD Tim.,' Jern, 
test stOry around. Seper bl'OM the ,ay DK. 20 about 

It's on the front pqes ol daily the ~ ol die Whi-lllr files 
newsi,ape, a. a Nple on the ni1htly from Mr. FOlllln office. Madiucni• 
neiWOrlt news lhowa. and the subject tiny ol Whilewawr and Madllon has 
of len1thy an,cles in thi1 -it'a la- since intenlifiad. · 
SUH of Time and News-IL. "A IIOfy ill'l't ... uy bit until tel-. 

Bui a month a10, a ~ would vision picks u up, and television dia-
ha¥t been hard preuad 10 rinc1 any cowrad thil •IDl'Y a round Chrbt• 
reponsabout the Whii.wa111r Dntl• ma11ime," said Robert Lichter, 
opmen, Cori>,, a (ailed Arkanlu Counder and co-direclDr ol the Cell· 
land deal in which the ClinlON in- lllr for Media and Public Affair&. 
~ . or Madi-, GlaU'llfflY s.,,. He Mid moet newt orp,mations 
in11 and Loan Aalociadon, a failed ~ tbe ta')' b«aUM " it's CODI• 
thrift owned by Whitewater penner plic:a.S and -ric and It dldzi't 
James 8 . Mc:Doup1. - ID lead U)'Wban." 

Befottlutmonltl.onlyTheWuh• " What killed the 11DrY 1br many 
,n,- Times and The Washinp,n news orpnmdons wu tllM they 
Pos, l\ad reported re1ularly on the (the Clln10n1] Mid they loll money 
1rowinc contrOYltny. and nobody paMCI." he aaid. 

The Washinp)n neWSJ)&pen ex• "So II not,ody pined. why don't 
posed d~ ln the matwr after the they want ID talk about it ! A COftNl1) 
diacloaure ln Oclober lhal the Ra• of bilMl'IIPf ii lllllaaid. ... When 
olu1ion lhlll Corp.. the federal ii became e Whl• H- cowr-up 
a,ency that diapoea of failed $&u. 111lrY, llamliaD lalebed OftlD It." 
had uked the Jumce Depa,- ID UIIII Time's Mr. Cllmdl. Mr. lJcb. 
in~ce Nadilon Guannry. • al4 the report diet ru.. were 

Al Time W'l'illlr G_..e Church mncMld from Mr. ,_.. ofrice 
aays this -it in "Search.Ins for the wuthecatalystlbrwicle--aeof 
Mimn1 Pieces: the ma,wne, Whi-.w and w..m-. 
rour-1>111• repon: "The p reu and nm Graham. the HSOCM11e edimc 
1elev111on paid almost no anenoon or MechaWatch, • COMel'VIIDW me-
unol recently and then Larcely be- dia w1tcbdo, newtlener, Mid the 

r 
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Clinlllnl can thank the "Th,oper­
caw• acandll for "lfflinl Wblc. 
..... OIi lllaY!slon." 

Na-11,ei,c,r,enpia)'addown 
twolt.rbnaustate troopen' accua­
tiou of -wnc by Praldent 
Cllnlaa and pointlld 1D the Wbll• -~coaa-., ... i. 
- that Warrantal cloeer ■cru~ 
he aid. 

Mr. Graham dlamiued ar1u• 
menu that the cootl'O¥er'ly'I com• 
plexiry WU I =-Jor ,__, Ula me,. 
dia 1,nond It. " li'1111-Co111n WU 
comp&lcatlld. but lllat dl4A't ADP MY· 
bod)('be ■-id. 

KadlerineM~,1.ol www. 
for NBC·Tv. Mid bcr n.,_. and 
rsponaon Wbi-.111randludilml 
"soiaabacklDSc.-mber ... bul­
body-peyinsanaitic&• 

But Mr. Graham aaicl he haa 
l1lldald media COWTqa ot Whli. 
nter and Madl,on and dial NBC 
"did iu ru::wt-,. on Whi-No­
Ylmba' U . lbat - U daJl allllr 
The WublnslDn ~• repoo-..d 1be 
RTC~faraprooaof~ 

It - &bo - dapl allllr 1be n- npon.d that Ille ~ 
Wllftactiw pannen in wiu-... 
inanqemmt and that Hillary Rod· 
ham Clin- bed _,.m poww o( It• 

ll0mCy _ the wntlln. The Clln· 1 
tons had Mid Ibey ware oclly puaw 
partners in 1M deal. 
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Pruden on 
Poli.tics 
By Wesley -J>ruden ,._ 

-, 
JIii 

The looming payday 
for Miss Hillary 

There's enough gncf in the \\'h,rewaitr for t,.,1 ~ 
or them. but Hillary Rvdham is the (hnton w11:: tne 
problem. lC · 

She .:ame to Wa,h1n111on as the mle muJtl fo:- ~ 
lot or remarusts. parucularlr in the rr.cJ1a. who ·.,,.,re 
lookina for the good mommies they ;::11uJh: :h,·•· 
ne"u had. Repubhcans. cager as .ii•,, a,·• t" roll ,·. d 

to ha,·e chcir bdlie5 ,cratc:heJ by Oe:n,J<::-at,. ~-,w•' · 
bcred and 11ushed wi:h an excess of ~allantry at tne 
very s11und ot' the nanny's ,-oicc. 

Actuull::. ;\Ir,. Clin:un 1s an old•f.ish1oned kind uf 
woman. She learned earh· in her rr.urr,ai.:c '" throw 

. • - ,,: -;:, ~::.--: . ·: .. ; ·~~ : ' 't' '~ ·, · : ~ · :::: . .. .. 

:1un ,: ~-1:-! • .... ~. :~•!"! : :~:h::· .:~~:J::..::r.~ :ne ;-,,\t c::­
\1t\ll:"!'l<Y :o :-~~ :hie \\' 'h1"('\\'.'lt~·· 1n'. t"!'t~<:"I L .'.lr. -.; 

:~;.~:l ·.\ : !!~ ·n:- .!: .. d, ,:Ju;•c: :~.r : : 1<~ \ '~t~ :001~~ : :-, .... 
t.·:~(~ :", ,::tc ~ .. ,:·: : .: 4\:: , · :: ... ·•·n :t!.Jt" .. l't" :,,•:-< ;;,·. ::-:--· 
::.i:::.,:-~ ,.•.1u;.; :=cc :::c:7: 

• ,u: 1: ..i::y(;:1C' ~,1 .. ' ' C'i::1 :: :'<:J:t"\! •.q:!; :TitJre ~·:.i:·C' 

~ r\lli. ~r:-- H:!l;::-::. ;::·,J ,:· ; -.;.:, _j ~; (:·wC':, :, .,:,,:·: .: 
·. • !•';,,. t !11 ... :::,1:-:1::.~. ;,~-:. :"'°:it:i _ :'ic:- :~a: m ·.r.:.a:-~· 
,:· . .::un there 's ~i·., o,·s a JXJrJay ,;omcJai: 

\\'e w·omen se-,k ,:ie ~lory:· sars Harntct \\'oo<b. 
p r,-;,Jent ot' :he :S:atinnal \\'omen·:1 PoliticJI Caucus. 
.. ~::t \\'e also ha\"e to cake chc consequence:1 when \\Y 

:::a~e mistakes. I don 't know ir she has made m1s­
.J,tS. but ir she has I hope she \\Vuld be equall)' 
J,~vuntable." 

\nna ~uindlen. amon11 the most blindly dC'\'Oted 
,,; :ht media princesses. as tattled. too. "\\"hile look­
'"~ Jown )'Our nose mar work with sexual innu• · 
cn~o. It does not adequutel)' address connict of in­
,.,rest:· she writes in the :,.;e"· York Times. "The 
dantons ha\'e not controlled Whitewater. The'\' ha\~ 
innated n with the 11ases oi temponzina. A bia ban~ 
lt>oms:· 

~lrs. Clinton tarned the reputation in Linle Roc:k 
a,; che Clinton whll keep~ her .:ool in the ra.:e ,_..- c:1-

her hu;bunJ's ""''l!hl aro.unJ with m:.xariium cife.:• 
u,"eness. like the wire or the t,,,,., wh" Jrraw" ot the 
oITk~ or f3ctory :i:td \f<rn:ln·.!:i 1h;1t c,·C"rynnC" :itOp ..• 
\,l,'flrk to iH:~ummodutr htr ',\ ium~ J!lJ fltJUt~. 

- cmr rirt when the other Chnton panics. :,.;..,.,.. " " 
m:ir s« how much. ir 3t all. our )'Ouna pr~sallc~: 
h:is)lrown. 

A lot •Jf pe•>plC" .C.nr,w the' type- :"",,~1: ,,:· :ht::n lh-e 
an L:r: lc fW.:k. ,\rk .. where the :·:nc ~,cs, the Clin­
tons a: l3~t find themseh·u an ,, re~~r<.lc.! with con· 
s1<.lerable deja vu. 1 That's :ht "ar "" 1alk duwn 
then,. 1 The prtsadent himselr m3)' regard che fine 
mess much in the war or the mun an that \\"ell• 
known eumple or domesuc bli;s. wat~hin11 his 
mothrr-m•law dri\'t u-,-er th" cliff in his new car. 

Betsey \\'riaht. w!lo as the lll\'\'rnor·s chier of 
staff conducted what she calls "the bimbo ~ trof'' 
and who may know him as ""II as an1· or his loral-
1scs. ms1scs this ,·iew. propounded hr ,e\"eral old Ar• 
kansas hands m :he \\'hue H11u~c. a, -- fundamental 
.,u1,m:· She e.1lls It dasloyal be~uic it "makes Bill 
Clanton lovk like II wimp:· 

\\"cli. re,.. it J~•- liut thi; i• how. while :\lrs. Clin• 

:::, 

to~. ·.,·;.a:. hack .>t th.: r;.n..:h tryin.: !•t ~rranwe the­
',\'h1:cc, ,,:cr rile, ,..1 rhc\' fall wath mm1murr. Jama11e 
·in..:C' !hC'i',)l~t into :he 1;_.nJs of som""''"~ whu may . .... ·, 
:ry t,, :·,a~ uut wha: ;.\.'.:uu!lr 1-..ap~at'J. the prt:s• • 
idem ~1m•elf wa~ calkin~ 1n Prasuc: 

"ll~s1.:.i ily.'· he tulJ :-Bt' :-cl\·; . "th, rr,,< hu ,:Ji· 
W!'l;ti1LtJ JnJ ;,rcssurc:-J =he pui111 ... ·1ans into i.a.Ylnli . 
·Hrr~ $:., ~ur that. :ris f¥r a:oi ._,.t knuw hasn 't donr 
ttn}'th;:,,li( w run~. notxk.ir·., <Vr:- :,"·"'°~><J him nf de>­
m~ a:1ythin1t wron,r. :h~rt·s no (''. h.i~n~r ;ha: :i~·s 
Jone: un:;thm;c ',\·ronll. out \\~ th1:,k th~ :-,rr:i:to~r,tion 
of guilt ulmllst sh<>ul<J t,,: on ham. H, shuu1J :1omc• 
hov.- Pl'O\'t !!is inno.:,:n.:c.'" 

Then. this tu CBS '.l:cws. " I .:an'c rc.:all Jnp h1n11 
like II an .-\:r.,rac~n hi story 
wher" t verykt,Jv ~.-ys. 
·\\'di. :h-..·n•·-. :tu c." \ 1Jc:,,~~ 

, ltlls gu y·, J,m'-· ..inyt hin>t 
wrun~. out w ,: :hank he 
should in·:11e anuther an­
, ·emsutiun ot' ~1r.:, t lf,' .. 

.\nd. finMII)', :ha i to 
'.l:BC: "You 101 yuur [\\V 

,iuemons. J im:· 
J im .\liklasz.wsk1 of 

:S:BC: ··oK:· 
··You had your 1w.-, ques-

tions. ( m surry ~ou re 
not mte:-c:-tecJ tn the 
truth." \\'ith chat. the pres­

ident took off his m1crophune and Wi<lkeJ awar for 
rca:SOns of its own. :,.; BC .:hose not to broadcast the 
president's tantrum. This is chc kind or break that 
re" · other politicians ever aot. not e,"en Tedd>· Ken­
ned1·. and the kind that Mr. Clinton moy be see1111 
the last or. The tantrum. b)' the wa>·, looked a lot likt 
the tantrum he threw when J erry Brown tried to 
bring up Whitewater during the ·92 campaign. He 
accused ;\Jr. Brown of "at:a.:kang" the missus. <The 
press \\,ent back to sleep until Jerry Seper of The 
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PAUL CRAIG ROBEKfS 

''W
at'• the 

cbar1e? ." 
asks Whht 
Hous e 
Pren Sec• 
rewy Dee 

Dee Myers. By askinl this quatioo. 
Mill Myen is iDvitilla us ID suaa 
wbatl speaal _,,_~;- ftad 
m t11e 6.1e1 o1 ~Wbi~DMJ. 
opmeatc«p~anAlbmMreal ... 
pannsnbip--tbe Clilllllal IDd 
!be McDouplt 

tbaeftlesbaft bad• curioul ail­
t.ence. Tbey were lint llid IO be 
"misaull," Thcn they were purloined 
from Whit& Houae Deputy C4unxl 
ViDceot Follar'I office, whicb abouJd 
haft been sealed. They baft bNII 
unavailable to lnvutiptDn oC Mr. 
~ deamllld tD izMlliln)nol 
lffiDp and loul ifflcUlarillea ill Ut• 
tie Rock. They oat tunlllCI up ill !be 
sdl ol I wbhe collar aime 1-)'er 11 
Williaml and Connolly, I ~ Crim• 
illll de(en,e firm. '1bday tbey 1r1 
be!Jlt •cataloeuedt aod pouibly 
culled. bel'ore beiDI tumed Ollff 1> the 
Justice Department under I necoo • 
1111d subpoena tbat p~ tbe coo• 
ftdentiallty ot !be Illes. 

The Wbl• Moua maiDWA1 tbat 
tbe &lea are illDocuoul and merely 
doammll I lepillllle $69,000buli• 

oeu loll that - - cialmed on 
tu returna. By 1100SW'linc na 111e 
relaue ot the Illes. tbe Wbitl H­
buiJt up demlndl for 1,pecial proae• 
CUtDI' ID wblch it bu IIDally acceded. 

trompa-■auaeol ... ~ 
It ia poaible that I diaambc)htl. 

lnldWbbBH-bubeeaesipcinc 
in I ltata-of•lbe-vt CCM!l'\IP Wben 
there IS no crime. 8ut II~ 
is merely I poUtic&l -barruamellt 
for the ftrst couple, it could blrd1y be 
wane than tbt ditinpn!JOYI dallala 
tbat are nowlnc Crom the Wbite 
H-."Wbereiatbemdloce?."ub 
Cllllbl tpOlreemea ~~. 
tb\11 uaderliDial !be Wbill HouN'I 
prlllaapd widlbo&dinc olit. 

111 a mia•- WG' ol tu 111w IDd 
(act, Vice Pnlldlat Gen clailmd in 
trollt ol a DltioaAI TV audilaca tblt 
the ClintDnl c:ould not Ida their 
$69,000 tu laM beca11111blr bad DO 
capital pull tn Ntltapialt. 1ba ... 
penMI • $3,000 Pl".,.,.~ 
o( a capital Iota a,ailllt ordillary 
~IDd a c:ar,-yllrwwdoltba 
remaillcler. ~ . Ula Sc:bitfrm 
rei,orulntbaAIIIUll1993A-11:aa 
Spectamruiatla19'8tbeCU.­
realbed a Ml.000 praet from an 
investment la Anaaau Cellular 
CommuaicaU0DL A Lw,- familiar 
wnh tbe deal aaya It-~. 
a eapi1al pin. A caup1e thll illmllra 
deduetiou for UMCI aaderwear ii 
unWQaytDll!r,aaallplmadedue­
tica fDr capital lou-. 

It la a ,-1 mm, trtba am-., 
u .. u u tbe eownry, tllat the, 
~blMr•M 1~arilkol _ .. ,,. 

1be problem wtth CIClffl,ipt ia tlllt 
they can become oblG'uctiOII oC J\11-
tice. a e.deral c:rizne. N-W• 
,ra100\ltU baw ru19CI that~­
inp do nae 11&\'e ID be peodioc for 
obflructioll a( jllltice ID occur ii evi• 
denee 11 c:oacealed, altered or -

~ ;,. mddpedaa "'pGllible 
proeeediAp • .._, !be 1989 
FllUtEA Al:l ID r....-1> tba al. 
erilll ,pecillll dlal:lan sqi,tre, ~ 
tbe~'D'aaCGrp.-­
lldand"JlllldlDlpwc:wtlap"WICNr 
tbaobltrllcdclDot,-.--. n. 
RTC la looldDC 111111 MadisaD ML. 
111d ~ ~ ot die 
Whi-- ma. -i-4 ca .. ,,,. 
obanlClioD aljaldca. . 

Sea. Pat ~ N- Tort 
Dmloent. - r1lbC- n. ~ 
aplal1oc:lars1GC1badls,perlllaw-
blawilllautlPIZiDl ti.Dlllaecrud­
a,alaapadalµ a1•i:uwc 

Paul C7aii Robffls. 0 cou,nsrfar 
The ~TlmaCll'ldllllSa;,,ps 
HC1'fll0rd Nnn S.rviu, la o dulin• 
,ui,MdfclJD,,aJdleCa>,___ 

Accorclinc to newspaper repOrtl, 
federal thrift ~ti.ft found 
evidence that money from Madilon 
Savuics and Loan wu diwned ID 
Wbhewater aod other McDo111al 
compania and liated tbe Clilltoal 
IIIIOCII !be p(llaible bae6ciariea. 
Newlpapa1tiawallonpanedth111 
pONibly fnudullllt Small ~ 
AdmlnilU'ation 1aaa-di--4. ID 
pvt, ID the Whl-r pannersblp. 
Newsi,as,en haft allo reponed that 
there appur ID be lilaiftcaat llows of 
moH)' in and out o( Whl-ter'I 
aecouots that do aoc relel& ID real 
-t1"allMCtiana. M.adilOII S&Land 
~--appearatlilla ID 
baw bee-- c:ommin11ed. and Whl• 
-did not tu. i- tu muru 
llr a number o1,..,... 

All ol tbla bu nlNd 1U1Pic:iom 
tbal.bowewritbepn.~ 
became I sluab fllnd for its partnen. 
It is tbe UDSl)0Mn elllr1e of al)eri• 
eoced we. campaicn and cnmin&I 
lewyen tbat tbe OinlDaa bene6lad 
from~ llow1 tbat violalltd cam• 
paip. tlll, and banldnc ~-

Prosecutor 
pirouette 

1/2 Tbete etwsu, ahow4 tbey be 
broupt by tbe ,pecial proMCUIDI', 
~beOVlll'IDdabowe-,cca\llica 
of lnlllr'Ut tile Clin- may ba-H 
aperieDc:ed ID oblumll favwable 
ftllUIIJl"f_ ... M,,:Doupl'I 
Mldilon S&L and 111Y impropnedal 

Fandango 
of the files 
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Gimmicks 
that failed 

"' 

T
be blutt didll't work. Tbe 
Whi11t~ipeataWNII 
be1min:biq Rel)llbliCUI 
wbonalledaapec:ialproee­

cU1Dr 1D look ln1D what bu c:cme 1D be 
known u "Wbi-11Upt1e: but pub­
lic preuure l!nally ilrced the in-· 
deut 10 ask for oae, anyway. 

TbequaaaanawilwbeUllrtbe 
ClinlllD mam will came cieall or ll'Y., 
manaae tbe aow of iDCormatiaa ID 
izMstipmn. So far, it bu em"'°'9d 
every aiclc iD Ille boolt ID foil iDQuili· 
1Dn, iacludillc tbe ~ uae of tbe 
praideat'l la11e modler, Virllnia Kai· 
ley, as a political b11111a11 lbielc1. Al 
Gore thumped the poor woman's Ct/I· 
fin four tunes 00 CBS's "Flee tbe 
Nanon" last week. bopinc her bel<Md 
memory would bold the curious at 
bay. 

Tbae pmmiw bawo't worlllcl 

;2/~ 

. , ~ ,---· 
. f 

' 

~~~ 

bec:auN Ille facu available ID tbl pub- erumeat. 
lie raise tbe poaibility tbal tbe pres• •Vlolatioo o! attDrney-client pr;v. · 
ident and/or bil t'riendl lieut die Law Uece: V-uic:ent Fos18r Jr.101icilad e.d· 
durine hi1 tcoure as &Oftrnor of era! 0lllllrlldl ID 111e Mad1- Gulr· 
Albmaa. Here's a mial1, illcomplatl ant)' oa bebalt oftbe Roel Law firm 
till of alleaatioaa.. of Little Rock. He failed ID dilckae 

•llleeal aratuity: Just before . tbe fact that ROie panner Hillary 
becomill& .-nior of Arbmu. Bill Rodllam CliDIIID bad re~ Iba 
CliDIIID ud bil wile joiDld a real· savinpandloian. lbeaolidta!loa•• 
-- pannenbip wiUI old frieDd bare minimum tllreaened~ . 
J- McDoupl ud McDoupl'I maniey<limt priviMp wtdl Roel. 
tlml•wita.S-. lbeCliDIDmputup .Obstnlc:lioD of justice: Wbht 
1eu tbaD 9 pen:,m1 ot die atart-111) H--1 Ber1lllrd Nuaei-
-, tbr tbe Whl1naW Deftlop- IDOk .--1 bcml otftles frmD VID-
1111111 Carp. and p so pen:,m1 ottbe cent Folllr'I omce an.r Mr.~ 
SIDCk. suicide. He 11dpped tbe ~ 

The anan,ement ii public record. aide's pcnooal diary and papen ID 
DoestbeCW10DU1118dpriceoltbepart· tbe Fo1tcr family lawyer, Jama, 
oenbip COllltitutle an i1lepl a:raniity? Hamil1Dll. aod recordl reprdlDJ die 

•Dlepl ~ coauibutioal: Whi11ewaer DeYelopmem ear,,. and · 
~ McDoupl tllmr. flmd-nia- och8r deallllp ID Dmd lladall. die I 
er oa April 4, 1985, ClilltDD family ' 
ID belp reacue Mr. ---------- lawyer. Ha pre• 
ClilltoD from a A ,,_:_:.-...:-- ftDtad loftltip• 
SS0,000 penooal .l1UIIIU~UUVU 1Dnfrmllloaldasat 
loan. The pany ,..,..,..,,...,.11non and tbe documeou. 
niledSJ5.000. .>&UJKC..,_'6 Tbae acta coa1d 

Federal iDYUti- ftlYff04.JYY,uftn have haft 'rialallcl - · 
plX'I IUapec:t tbal ,...,,KC,._'6 eral . federal 
It lealt S12,000 of transformed Q NMN, izlcludms 
tbe doaatiam were ,~_, • • lawa that reqatre 
1ipboned from a pouuu.u nuisance into tb&p1wwwvadwaf . 

=•by ao~ a potential disaster; ==-~ 
pl. u IO, tbe Qin. and that is nmnnno the remon1' of I 
tooa received -•-"e" ~..._ID 

-, tallal frmD ---------- ao oaamos crtm-depoaiton of the Dal~ 
~ G111111DtY 5ffiDp and Lou 1be public 4-rwl a 11111 loat • 
- an inldtutioa that lallecl ID 1989 at all !be weird ,a-mdl of~ 
I CQlt ID tupaylll"I o{ $41 millioa ID Macliloa. wllicll meaDa dial AJlar-, 
S60 million. Gemnl J- Reoo m111t 1Q1PmC1 

eCoa11icu ot ID11m11t: When fed• tbe stat\1111 otllmitaUou tbr Ill Nial· 
en.I ~ - --a:mrzwwlillc ed c:ivl1 aod crtmmal IDfrac.1laal. m. 
lbalMadllllDGuar-,IDllldill--. StaMIC111fnudandodM.-dt1l'flDla. 
or cloM la doan, McDoucal coa- tiama:pil'NiDMan:h.)Tbuaan,, 
eoclldl plaa llaell pnjlemdllDC&ID eeoa-1 UIO DNda II nai4 Placmc 
1111 publlc. He bind Hillary Rodbam uodua recicQoaa oa 1111 .,._. 
CllntDa u hll lawyff iD rapoDN II lllr'I ~ Otblnrila, C­
Bill Cli.o-'I per--1 ~ tbr en- will lmpwl Wall.aa..c,11 
"belp." ~ which will .-. - I 

Mn. CllDtoo ukecl a aecuritiea tbe miallelt CliDlaa peccadlllo loat 
cnmrniwiNwr appoilllec! by her bua• liu a crime aplmt ~ -
band ID appl'IM a IIDC:k-talel plan AdrniDlslratiaa ......um, and 
propoeed by hll (and her) ~ oarne-calliA& bave traDdllrmed a 
panner,Jazma McDoupi-wiUlout political Duiaaoce into a l)Clll9adal 
11e11inctbe.AJbmMollldalahautber ~ . llldtbatilatlllliDc-Mpalit• 
tile II die dlrift .,-.r. lcal acaoda1I IO, ~ 

eCoalpincJ: ~ Arbuu sbouldb-♦'et-aDall~ 
Juda,e Dmd Hale made a S300,000 Rip. Jim Ludl. Jon Fapat;N 
Small~ AdmiDiluatioa Iola put it hell iD ao imlrriMr Iba Cldllr 
ID a real- cxmpmy owmd by daJ. •1t'a my O♦♦D Yi- lUI tb-, 
Suaao McDoup1. Half that lllllmY sbould lay ~ oa Iba --. 
found ill way into tbe Wbi .... 111' Im reapolllibility, perbape haft a 

GclwromeatiD-HltiallU•~ odlff tllaD OiDIDD). 
Dewlopmeot ~- civil paoal&y or twO (apiml ~ •1 

!be propriety ottbe SBA 1ou. 1♦llicll '"llllD lhll thm, would ba-:' be 
-j,D-4eds,belp~--S Mid., 1111PPU11 bil llneen, "jUll Ila 
amal! I-eel! Hale claima Bill that." . 
~ aod Jaaa McDoupl pra-
llnd 111m lim liY!III Ille~., 
Mn. McDoucal a.od ..,.. ba baa 
.-'Ill ID prot'e it. Ueo, tbe pnaidlllt 
and bi.I frieDd may ba"♦e eacaced ID a 
compincy ID defmad !be lldenl P · 

~ ·. 

'lm,S-il1,lbllilcUtW 
r.d=rial~oolurnrdlltprdleO.­
New and ii l'l<Zlionally qt,di,:aM. ' 

a,.. •. 

-·· --~ -
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H.EMMEIT lYH l!:LI, .IH. 

I 
, i~ :m , .. u:11.inl( !<fN..'\!t,.cl,c! One of 
IIM• mu .. , 1 111,_,•rnl h~ writer,. in 
l\11N•1•-.•;111 jnorn••h,m t.:1nh11t1:11: 

~•u Ill· , 1hfi•-.I. m., iulr hy journal." 
i:r;b. (nr w, tlintt holJ nod accu.l"Me 
j.MlllWtl1..,.;1,1 

ll,h11ill•·•ll1". h,. vilillen arc 1hr 
l•-01<hl.,•11mli.suu(U,c.,.w-dil• 
httt YJO' t"')' "hnst• tt.:M1y•Uew: ))nMla 

h:L, 11.:.111.· l\11••rk:N1jouruAliam Jul:,i-
... ,~ to ............ " of AoM:rk-1111A 

,t1 tlk-y,,111tilNIC lulut •htll M 1-'i 
lln"'k '""' hi Ullcr Jark lhn:;,ls. t.lr. 
lln•·k Is II•· joun,ali$1 who re-.ealcd 
/\ult• 11111;. k•,ainNMI)' '"' 11,e...ia.Jol 
fol~·h•••hcanJ01ttlrM:Cinn111that ii is. : 
I le i• 1•11• 11,c, juorMll•t who hnM 
lht- 1<111ry uf lhc C:linluo•· repealed 
nlKi:«,cof 1• ........ lhcir<>Mllinued lies ID 
, ............ , .. ,_ 11nJ k, lhc - their 
dL'Wn111L14•- "'l(ArJcc1'( lhe swcide 
,,r I he h11tl,..,. k....-1 fnlenol o(f,cla,I. 
~illt.'f' JMlk~ H~e:,,. :ukl um Clin­
t1N1" ~ •l)'ri~i-c Mr Hr'l•·k~ n.•tN,rt ia'• 
;1huut lh•• :,..-.u.c :-tnry th111 hnt tine 
n·• .. ""••·r, ut Utt• 1,o,'11 Ani..'t"k'tl 1'in•~ 

~::::·~~t,"::!~t~~;.: :~·~=~~;: 
~~; ... ~;•-r.~• ~~1rn:,lb 1s t nr,:,-t l11i; 

f, 

Ath(ck of .. ~; 
the mecli,r·= 
marauders' 

n,q, are wai1111 tbdr apil ballo. 
What n,akcs Mr. llrod, • mar,el 
""'°"'journalii<la i, tlwot he 4oea Not 
care WMI •~hers thlnJt. Allcl he ~ ,_,....._lo, lwlher than~ in ON . 
ol the IPIIMllic bureAU1:n,cio ol our • 
-.Jla when: ..Sva"""icnl con,.,. • 
wllll ftancriill( ..,,.. "-Illy polilicilDNI ) 
and otkrwiM" cr:..-ct, '-*'-litur, Mr. 
llnldl writcs r,..- small inc~ , 
juumnls.. lie i." r""1! lodt,"iMII iuV\-. 
tipllvc jc"1n1nliM• :on · .. ,,,.,.,.. ... 11, 
•· ~ 1W111-..:ly. C'~IAhlWt ll•• lrt.tlh u(u , 
"'""""k..-Y hy t·or-n.f111wation a111I Y\"f'• 
ilicAtian llf IM t,V1dc11t'\• :ii bands 
, ...,.,.. when n•orr ,..;....,,.,, is "'·all· 
...... hlshtriai1<,·:,c11,llinn;IUl"IMllw• .I 

... ~·unocy,M tloey • un:ly will wioll Mr 
Un.:k'I ,.,wt,. un Mis< Ifill a,1<! 1l1t• 
C:lintclnl. 

WhJ arw , ... Ylllrocrs ol D••icl 
llrad< .......... OIN .... tloe Loe ~,,._,.,...ii.,,w.11 
1hal bJ rmllntl Mr. lwck tbq trill 
....., all Giber Amwlcaa joumalllla 1 

-Y (mm their pell-. They an: 
11uit111 1o fail ·n,. <.1inluna ""' 111,11111• 
larly corrupt. A• the multlplylntc 
hadli,_ about~"' end 
the Mad~ i.. bult noalie clear. 
incn:uln, numben ol lnquioill .. journallslaarc _..,__ "'-· 

' clal and polidcal c:nm,pcion In their 
.... Aller Mr. Brodl'I boldneu ii ,. 
tcOinll lo he - ..... diflleult , ... 
edltnn and puhl"'-a ID rnunle dill · 
tteftlrq>onen. 

As r« Mr. Brock'I writintl. it b al,..., wilh •Md ddail and can:fnl 
analysis thal le- his detr-.1on 
h • 11111 like, naifa or olnople ,,., .... 
l(INNfiNI-. 1V co•-ow l'otul l>ulw • 
•·All> H.wkl lln.:k one of the ,-::or-. • 
• ~..._,,.,.... Whn "wnlle 111111 .timy D"'II• ' 
..,.1,,.. ar1iclc INI re,,ived 1111 tho­
ukl ch.vi~ .. :tt .. 11 llill r,;,....,.,. 1••r 
"'"'"' b..t1a•ior.• - Yon Ti,.,..,. 

"-.1hmuu~• ►·rm1~ HH.:h :,1.nl'" ol tht· mt: 11 •·h:U't,W th.11 M r. Ut'u.·k tk' \'l' r 
l r"l•'f."-"n'' h·i.1in1•N•Y n.1:011Jiutc •1r. 1111:tl.-J. Mr. Uruck nc~r ~..J Jl'n♦si -
l ·tm...,.·• 1t•rinl ..,,. -u ,,.., .. llhe Jent l'liuton cifren.,I this ,.,..,... • 
c ....... .,. , ........ nlMC the pn.'llidl~II job"L,rliltflcr"•tloc.m,t,,rit......,._ 
......... ~- .,.Chci.kelly un11o..,,,.- buc racher (or---"· •• Ille 
Ncw1nNt-ti "......i,, Jud Klein""YII, other troopen. Mr. Brack\ clilarf;e 
"Ille...,. ia ,,..,,_. Md lnoaJccntly renw,11 unrefllled. 
...., "Whcn-.,..,all ,...,,...., .. ,r 'tbu Mr. IJ",ck•• piec:e 1>c1ina by 
know 11,,... nw,y """"'" ' t>"tl('rly •tcp cleocrlblnt1 put p,esldento' oaual 
r,wwl>nl a1MI aJmil k1 ...i.,tN.-ry. 'r\iu mi.,hellllVior and lhc :011e1..s.i,1 palit • 
k..,w l•JW"nnlinllry" ltbto11131111oit1 lc1IL..,...n:lon1halelways~aa:b 
1 .. tr • ,....., ~••ol p.,rtncra and to pmml..:ulty. m1kin11 II I acrlotn 
"""-~ ""'"' ••~•nitchl ... ,.... thttat to lhe <°""111•1wul. Hof he 
/Incl..,.. the cha,..-. ,,r Mr. l11ntnn'a lntmd11CCS the In.open .. •d-1· 
-.-.:ority detail "olJ .ic.wles"l llua edilc1 thelrpc,ssll>len101l- - aal)le _ 
t•aul l>ukc k,_ Mmelhln• ahout and l11noblc - and detall1 lbeir 
tloc,oe In•~ thal ncher lln1eric•na "'"f!Mlibilltleund-lDtlwQln. 
J o nuc. ,,.. hM the TV ain1n1e11l~1Ur MM~ even 1ller the rlecdm. llie -
llll;lin failed to rnd that whk:h he ~Ian pn,tlln Mr. n;- • q,oldi Jal,b<..,...,,..., •tudy. loanl•wunln,, ooce-radlcal 

11<·11..tly Mr. lln•·k'< II JIIJO .• ,.,..,, ,wow pt1er k1 pleMe •- all ~ iOller• 
r i"••· .,. • rit111-J ••• a wry lu~h t:01ir1tc oncJ nnt all w.O..tcri,111 . ....,., 

lnh·lk-.·1,..1 1•la,oe. It i• h•S<•,I on Mr. ftn,ck clill<'U.._ tl,e n..-w munli· 
tn1111r9111-r.,.' 1t-slim11111)· that hm.l )'' ' h,hc• ty that Mt• •14herpuhlic "9n1n...._ ,....._. 
n·fuh-.t , .,. tl'M.• ( ' liuhNL~ fwhu hnn• ,~•r,·hitt. J'UHk' nul • • Aw fn,...,.,..lll-C, 
,·m'l· (ulh· m·uitl,•tl ,l,·uyln..: ttu♦ John "lh\\~r. Huh,.-rl P:..··kwu••I aettl 
dt.-..~ t •~ ,.,. Ull•·r , ... . ... . .,.. • ,11..- ctm·1· 11:,r t 111rn Mr U,ufk t.k1••••· 
•~ ,....,.., I• """ ~• n;,..,., ..,1v1,...,. "'"''''" t,,,., ~Ir <1inton ,.,. n.....,... 
' " "'" W•ueht", ., .. , .. ,r'lttfHl lt."'C lo lak•d tt•• 11..-Jia. for in~a-•,· . .... 
d1., .. .-. . ..... ••Mt!1♦ ;m :1tl1i1lavtt , h"tl)"., .• Jr,c,t.il~ Utt .. s ,x·ty Minutrs.· l h • thrn ,...... ~'"\., ,· 

,k!'lt· r,h._,.~ uhtL"C~ nl puw.-r, null the 
hc uV)' h:mJcJ 1hrr■1a ur C:lin tun 
l1C11d111w1 lhaJJy 'ollUI,._ lhe lnxtp• ,.,.,.. ~.,.,....,. be•. whodainoed to Mr. 
lln.:k 11111 lo he IA eoneact willl the 
Whicellaoiae..SI'--~ 
by 1111<' co,1f<.'1Tina with White llou.-., 
aiclc llruee l.in,b,ey. Only then du -
ttct huo slean1y k. ... ln,001y l'Ollllrdi1111 
the Ml li..-a of the Cllnh•u1. '""' 
cl•irices of llilluy Ointun orclcri1111 
lh<- clcSINClion ol n,conl.s. II i• a 
cha,,.. lhat re.cboes thrcuct, the 
Wl111ewMer11*~1. 

l>lll.'1 lhls aouncl Uke "tablald fare" 
to Y••1I Act11ally, it la pnot,ol,ly lhe 
""'" llcvastatl"lf rewlaliM of• ail· 
thll( 1►1~11cle1,1 \ put com,ptlona ev,er 
puhlisllCcl. Jo"'malilla .,... citiztn.• 
COIIC<'mnl by the mm.,plon o/ Amer• 
;.;.,., hfecM thaak llevid n.-od, L,r ilS 
lih.:rur ir'I dTec1. My klluw jaum,111• 
il'I•. c,,ntlnlk' )'<>Ur wnrk. 1'he boutchl 
J•Mtrm,lh,tA may •non he.~• of wnrtt. 

H ~:,1111trll'l},nrll.lr. lltdi1twin..:m,j 
•ti llwAttM"rin'".s,,crt.lfor. 

--
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Speculation swirls over high-profile position 

-TOUGH SELECTlON: /IJilDmtif General Janet Reno Is oonsidllr· 
Ing ~ ca, ddlles lor spec:i11 00UllMI 10 probe lhe 
Whitewal8r ~ . A selection Is unlkely before next week. 

By Sam Vincent Meltdls 
USA TODAY 

TIie JIIS1k:e Department llll't 
expected to pick • ll)edal 
CNal In the Wllilewater cue 
1111111 Ill lellll next week. 

But Inquiries are already i. 
....... to-ral lawyers IO 
- It Ibey mlgllt be lnleteSted 
la Ille hlp,t>rolle Job, Justice 
olldall 111d Thul'9day. 

AUorney General Janet 
Reno~ do weH not lo ni-. 
• telecdoll, •YI lawyer Jacob 
SlellL He - appolnled lnde­
pendent a,un:,et In 1184 lo ID-
ftllltllle llleft.enomey ,enenl 
nominee Edwin Meese on au. 
~ of fa-1dsm wlleG lie 
- White Hou,e coull9elor. 

Whoever Is chosen sbould be 
-wltb "asenseof• 
paldl• wtio wlU not uy to a.lie 
a ~erm lepl prlldlce out 

of the probe, •YI Sl .. ...,._ 
-who ls busy and has anoth­
er Job to retum 10.· 

Otllerwlse. be ~ die .. 
~ could become '1n­
tennlaable." 

At !sue are the rolea played 
by President Olntoa Md wtte 
Hillary Rodllam O lnloll In die 
land deal and !allure of 1111 N­
ltalms • vlnp and loan. ne 
luled Sid. cOilll tupayen Ill 
lellllS.7 mllllon. 

TIie malltt Is already belfll 
lnwstlfllelt by Jl&Stlce Depart­
meat lawyer Donald NacKay, 
a polllk:al appointee In Ille Ni. 
OIi and Bush Ju,dce Depart-
menlS and now a career -
lier of Ille departmeft(. 

Jusuce ollclats declllled io 
ay who might be 1111>roacbed 
for Ille special coumel Job. 

But Reno bepn consldertQ& 
people almost lmrnedlalely an-

IIOUndng tbe 00Ulllel Wedn5 
day evenln& ollcWa .... 

Justice Depanment oadall 
llllo Wan( lo malle lllre die pel'• 

- Ibey teJed doea noC llaYe 
any pClllllble contlcHI~ 
problemt - any per-.>MI « 
professional Unb, f« emm­
ple. to some contrOYenlal sav­
lnpencHoan ~ 

Among lbe pollible cancU, 
dates are 11-~ by 
Sen. Robert Dole. R·Kaa. 

They Include two former 111-
!0meys lffleral •• tbe Jimmy 
Carter admlnlltrlltlon, GrUln 
Bell and Ben,..,.. Ovlldtl; 
and !WO former U.S. aaoneys. 
Anion vaJukas and Dlln Webb. 

Others meatloned IDdude 
~red Supreme court )llllce 
Byr o a White and f orme r 
Ameri can Bar Aaoclallon 
pnsidents filbot D'Alemberte 
and John 0 111111. 
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Says someot 
her actiom 
were his idea 

" · Sbe i,ougtit it In SepCember 
1988 tor sa.ooo and 90ld It tw0 
montbs aac.r tor m,ooo. 

Biliary Clinton's involve­
n-. ID Wbltewalief'I mlMP' 
me111,asds:ribed11Y'Wade. 
Niil CIOWIW ID tbe OlDIIIIII' el· 
for1I ID donl)aY lbelr role. By Judy Keen 

and Dennis CaucbOII 
USA TODAY 

Fl.JPPlN, Arlt - The man 
who sold Whitewater locs says 
he, noc Killary Rodham<lin­
ton, was responsible tor her 
role in !WO of Wffl'1 ~ 
likely to be put 0( • spedal 
c:oumet's probe Of 1111 deal. 

Clll1I Wade. wbo baDdled all 
al• at tbe WbllaWller Oewl­
oprnenc Co. Inc. propeny, •YI 
he lnldlred her lldlYe invoiv. 
mem. which c:nllcs bave 11111d 
to undermine the claim of 
PNsidtnt Cllnuin and Killary 
Clinton that their panldpclon 
In Ult inYeSU'l'leGt was mlnimaL 

Moll Of Ille 42 1oa baYe been 
sold In Ult ~ develop, 
melll alq lbe White RIYW. 
Only a handllll of boma baW · 
been built. 
I~ at Ills r.aty of. 

Ice here, Wide •ys, to Ills 
knOwled&e. the Cllnton1 neYer 
visited the property. 

''They we~ really pasive 
inveuors," he says. Tbat 
Chan&ed when be ur,ed Hin. 
ry Clinton to beCOme more ac, 
IIYely Involved: 
► Be ~llllllecl tllat RWary 

ClllllOlllfJtllJIO"l'OfdOl'lleJ 
OYet'Wbhewalerin~ 
t 911. That would line etrec­
dYely pven her contt'Ol 

Wade says the ClntonS' pan. 
ner III the deal. James MtOou­
pl. was IDO bllSy with 1111 fail. 
Ina MadilOn CillUUl)' S.v!Qp 
and Loan 10 make roudDe bull­
,-decislolll. 

"'lllll - my Idea.• wade 
aysottbell&WiDftldlllll­
lary QIDr.on requead poww 
of aa.omey . • , couldll't .. 
allold ot Jim bec:aia of Ille 
Madi90n problems. Hillary IDd 
I were tallong on the pb­
and I told her silt Sllould set 
power of aaomey so we aN1d 
deal with tome dec:1110111 on 
Wbicew■ler. I don't 1lnOw lbal 
slleever did ~ ll • 

Bnice Llnd:ley, • ,enior a. 
ton adviser 11 Ult Wb.i.te K<Me. 
•ys Hlllaty ClJnlOft never ac> 
quired power of aaomey. 
► Wide sugelled tllal mu. 

ry Olnton pay for a model 
borne on Ille pn,peny In 1111 
to 1rY to IPIII' Ill& To build Ille 
tbl'ff-bedroom. raacb«YI• 
........ (IQ lbeUMcft 
IGC, Biliary ai.m borTCIINd 
IH,000 from t11• 8Hll Of 
KID&IIOD, Ark., In wblcb 
McDoqalbadu .... 

111 1-. Wade •YI- It -
lilo 1111 Idea lllat 1be buy beck 
Uae bome trom the .... of an 
_. who went banltrupt ti. 
fen ~ "Kera we bad • an on Ille ~ QObody 
nwJdlll paymelll:I. • •YI Wade. 
"We bad a problem. .. . (Ber 
repu~ of Ille bolae) -
the onlV wav.• 

Still, says Wade, "Biliary 
Clinton dlda' I do anytblnl 
Wl"OIII - noclllna. Aba)!Ulllly, 
and thar1 not I gue9I. Thar's I 
fact. I k:nOW ll • 

Wade bas turned over docu­
ments relalln& to WhiteWl!el' 
to Ille FBI and ays be expeta 
to be 11111C)Oe11Md by tbe IP'" 
clal c:oumel wllO will IDvtai­
... Wbl ......... 

MeuWlllle, BeverlY BIINll 
Sdllftr, lbeD Ille .... IUpel' 
via of avlnp and loalll. •YI 
I ._, Ille re0lived from Bil­
iary Oincon's IIW Inn nq\MS• 
In& pennllliOn tor MadilOD 
G\larallty to raise money from 
ln~ - routine and did 
not lmPlY prt9ll"e trom lhen-
pa,aor 0IIIIOIL -----

011 April 30, IIIS, the ROIi 
Law F\rm Wl"OCII ID Sdlalen 
qeocyNetdnlllle~IO 
ldl ~ stOCk to shore up 
Madllon's net wonll. The 1eaer 
asked ... fellllaton to ~ 
taa KUlary Ointon or her ~ 
lfllllllt at Rme, Richard Mal, 
-,, lftlleybadquealons.. 

TWo ween later, Scbder 
- • "Dear HUlarY" leuer 
IIY1DI Ille plaD "II DDt ~ 
.. wllb ~ .... TIie 
approprlatenea of Biliary 
Cllnto11'1 representation of 
Madiloo 1n me~ -
made to an olldal appointed 
by lier blllbllld - a11o ba1 
bee(lliemoae&l 

MadllOD ... owaad by 

Md)oupl. die CliDIDal' put• 
ner 1D Ille WbllieWlrer 1nwa. 
maDl 1be t1lrlft tailed la 1111 
and cca IUPIY9'1 S-47 mWloD 
IO MO ml1llon. 

"Not,ody In my oClce would 
hive any problem • Yllll 'nO' 
(IO lbe Role Law Finn re­
q~) )at becallte ber name 
- oo Ii.· SCllder ays, · No­
body - PIii to 1ft Ired 
affl 1b1L BW ClilllOD - my 
baa, not KWary Olalllll.. 

Wide •YI McDollpl ball­
died all of ~ 1-
nanc:a wtl1le Wide bllldled 
the marnllDI ot Ille ~ 
home IOCI, IWWYffll of tbe 
prc,perty and tbe coamuaioll . 
ot~nadl. 
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be whitewater-times - a1810 
(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 job. 

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'll 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 . 

**** filed by:LAWP(--) on 01/14/94 at 02:26EST **** 
**** printed by:WHPR(PMEY) on 01/14/94 at 09 : 07EST **** 



be whitewater-ndy - a1842 
(ndy) (ATTN: National editors) (Includes optional trims) 
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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be whitewater-names - a1824 
(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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BC-PROBE national editors:GL 
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.) 

**** filed by:KR- F( - -) on 01/13/94 at 20:27EST **** 



BC WHITEWATER national editors:WA 
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 GRAF$ 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.'' 
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bc-nj-bradley 
BRADLEY SAYS CLINTON RIGHT 

I N 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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be-voice 
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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bc-firstlady 
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 investigat ion. 

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. '' 
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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 development company, and 
Whitewater's links to a failed savings 
and loan, Madison Guaranty. 

Mr. Clinton has maintained that he 
and his wire did nothing except lose 
almost $70,000 in a real estate 
venture; nothing that is known 
publicly about the Investment 
Indicates that the Clintons or anyone 
else In the Admlnis-tration did 
anything Illegal. 

These are the people and institutions 
who figure prominent ly in the inquiry 
and their connections to one another. 

Direct and indirect connections are 
shown. For ex@mple, Mr. McDougal 
owned both Madison institutions while 
Mrs. Clinton did legal work for 
Madison Guaranty. 
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The Players 
Bll.LCUNTON 

Governor or Arkansas from 1979 Jo 11181 
and from 1983 to 1992, when he resigned 
a lier being clecled President. 

Major shareholder In WhiJewaJer 
Development Company from 1979 lo 1992, an 
lnveslment 1hat represcnled 1he larges! of 
his Ille. Malnlalned close personal, political 
and business rclalionshtps wllh James B. 
McDougal, the owner of the two banks, for 
about 20 years. After Mr. McDougal suffered 
financial setbacks in 1986, the two men 
drifted apart; their last known conversation 
look place in 1990. 

Appointed the s tate regulators who 
oversaw Mr. McDougal's savings and loan. 

HIU.AIIY IIIOOMAM CUNTON 

A partner In the Rose law fir m, which She 
Joined in 1977 and leh in 1992. 

Major shareholder In Whltewa1er 
Development Company from 1979 to 1992. 

Borrowed SJ0,000 lrom Madison Bank and 
Trust as part of Whitewa1cr's land dealings. 
Represented Madison Guaranty when it 
sought approval from s tale regulators for a 
plan to raise capital by issuing preferred 
stock . 

VINCENT W. FOSTlR Ill. 

Childhood friend of Mr. Clinton. Appointed 
deputy White House Counsel by Mr. Clinton. 
was a Jaw partner of Mrs. Clinton at the 
Rose law firm. He com milled suicide in July. 

In 1992, Mr. Fosler was lhe Clintons' 
lawyer when they sold their sha re of 
Whitewater back to Mr. McDougal. A 
Whitewater f ile was taken from his olltce 
aher his death, a fact thal was not publicly 
disclosed until December. 

Ref ore joining the Adminisiratloo, he 
represented Madison Bank and Trust. 
Federal regulators also frequcnlly hired 
Mr. Foster and 1he Rose law firm 10 
rcpresenl the Government In cle.aning up 
failed Arkansas s avlnr,s and loan 

associations In the 1980's. 

A Justice Depar1ment Inquiry is reviewing 
the c.trc.umstanees surrounding Mr. Foster's 
death, lncludlng the removal of the 
Whltewn1er Ille. 

DAVIOMAll 

A lormer munclpal Jud&e and owner of 
Capital-Management Services Inc., which 
received Federal assistance for lending to 
disadvantaged entrepreneurs. Records show 
that In 1986, he made several loans to 
borrowers with ties to Ille Democrallc 
Party, and Mr. Hale ts under Indictment on 
charges Involving transactions that he says 
grew out of the earlier loans. 

His company lent $300,000 to Susan 
Mc Dougal In 1986. Some of this money wa.s 
eventually used In a land purchase by 
Whitewater. Mr. Hale says he only made the 
loan because Mr. Clinton and Mr. McDougal 
asked him Jodoso; Mr. Clinton and Mr. 
Mc Dougal h ave denied that. 

-TlRL-.i. 

A law partner of Mrs. Clinton and Mr. 
Foster, and their 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 
f rom Madison Guaranty, and, according 10 
coun records, failed to repay more than 
'500,000. 

JAMl.$8. MCDOIICA&. 

Arkansas businessman; a friend, polltic:al 
assoclale and business partner ol lhe 
Clintons for many years. 

Pres ident of Whitewaier Development 
Company. Whitewater maintained a 
checking account at Madison Guaranty, Mr. 
McDougal's savings and loan, and was 
permitted overdrafts. 

Owned Madison Bank and Trust and 
Madison Guaranly, a savings and loan. Bolh 
we re crlllclzed by regula1ors, and In 1986 
Mr. McDougal was removed from coolrol of 
Madison Guaranty by Federal regula tors. 

Was lndlcled for bank fraud In 1989 and 
a cquitted In 1990. 

IUIAN MalOUUL 

Former wife of James McDougal. 

Olficer of Whl(ewater Development 
Company. In 1986, rttelved a loan from a 
company backed by the Small Business 
Administration, of money meant to help 
SlfllUllng entrepnlleUn. Some of this 
money was used by Whitewater In Its land 
deals. 

Ran marketing Cdmpany In l 980's that 
earned all of Its btcome from her husband's 
savings and loan. 

anERLYIIMKffsawnll 

A lawyer; appointed Arkansas' chief 
savings and loan and securities regulalor by 
Mr. Clinton. 

Briefly represented Madison Guaran1y 
before be<lomln& a stale regulalor. 

Although as a lawyer she had written a 
memorandum nyln& Madison Guaran1y 
had engaged In "Wtlttul" vlolatlon ol Federal 
laws, she took no action agains t the savings 
and loan for 18 months. She concurred when 
Federal regulators removed Mr. McDougal 
from control In INI. Ethics experts say 
slate ethics guldeltnea suggest site should 
have recustd htrself from any decisions 
concerning Madlslon, but Mrs. Schaffer 
denies giving the oraantiallon preferential 
trea1ment. 

The Institutions 
AIIIIANSASSTAffGGWIWNT 

Several people linked 10 Whitewater or the 
McOougals were elecled or appointed 
olltcials In Arkansal . 

CUNTON CA!a'AIGNS f'OR C:OYIRNOII 

In 1985, Mr. Mc Dougal raised money 10 
help retire a Clinton campaign deh1. 
Investigators now S11spect thal money was 
Improperly diverted from Madison 
Guaranty. 

IIADISONCUAIWffY, 
MADISON IIANK AND l1IUST 

A savings and loan and a bank, both owned 
by Mr. McDougal 

Madison Guaranty's assets rose f rom S3 
million In 1982, when Mr. Mc Oou&al bought 
It, lo more than $120 mllllon In 198$. It 
Invested In real estate developments In 
Arkansas and Canida lhat ultimately failed. 
and courted pollllclans Ind held political 
fund raising events. 

Federal examiners criticized the savings 
and loan In 1984 for "Unsafe and unsound 
lending practices· and numerous violations ; 
I.he next examination, In 19N, found so m any 
possible violations that Mr. McDougal was 
removed rrom control. 

The Justice Department ls Investigating 
whether Mad ison Guaranty Improperly 
funneled money Into White-water o r Into Mr. 
Clinton's 1984 ca~palgn for governor. 

IIOKUIW,_ 

A prestigious Arkansas law firm at which 
Mrs. Clinton. Mr. Foster and Mr. Hubbell 
were partners. It represented Madison 
Guaranty, as well as Federal r~lators 
trying lo clean up failed savings and loans 
that Included Madison Guaranty. 

Feder al bank regulators are reviewing 
whether the firm misled them about its pas t 
dealings with Madison Guaran1y. 

Ma'RWATD~-Alff 

A real estate development company 
Incorporated by the Cllntons and the 
McDougals In 1979. 

The four partners borrowed more than 
$200,000 to buy 230 acres In the O:~rils., 
hoping to re-sell tbe land lor retirement 
homes, but the venture was not successful. 

A 1992 report supervised by a Denver 
lawyer says the Cllntons lost $68,800 on the 
deal, mostly resulting from loan payments 
Jhey made, and the McDougals lost $92,000. 
Mr. McDougal claims this report vaslly 
overs tates the Cllntons' losses. 

STEPIIEN ENGELBERG AND J EFF GERTH 



White House Memo 

All Admit, 
Whitewater 
Overtook 
Handlers 

By GWEN IFI LL 
SPttlll lO The Ne,w York T1mn 

WASHINGTON, Jan. 15 - Even by 
its own account ing, the White House 
handling of quesuons 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 e state 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, ii 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 matter 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 wttk 
as news reports about Whitewater fol­
lowed him abroad, threatening to 
drown out the themes of International 
stability and s1 rength they had worked 
so carefully 10 pro1ect during his 10· 
day trip to Europe and Russia. 

As one White House official said: "At 
some point. the principle of the issue 
got caught up m 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." 
--- HIilary Clinton•, Roie 

Mrs. Clinton, who left Washington to 
)Din her husband in Moscow on Thurs­
day - the day after the White House 
announced the decision to Sttk a spe­
cial counsel - represented her fam­
ily's Interest in determining what the 
~ircuit breaker would be, aides sa id. 

But when Mrs. Clinton is involved in 
any issue, most White House officials 
•tand clear. While they acknowledged 
0,a t her chief of staff, Margaret Wil­
liams. sat in on damage-control mttt• 
ings on the Whitewater affa ir, Mr. Clin­
ton's aides were loa th 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 
s ituation with his wife by telephone, but 
they refused to provide any details. 

While the two were ultimately con­
vinced that they had 10 appoint a spe­
cial counsel, everyone else at the White 
House thought it was bad idea. The 
President despised the idea of appoint• 
ing someone to mvesugate behavior 
that not even his worst enemies would 
claim as criminal, aides said. Mrs. 
Clinton resisted the Idea for simllar 
reasons, and Bernard W. Nussbaum, 
the White House counsel, supported 
their con1enuon. 

But a,des who had studied President 
Jimmy Carter's handling of a Federal 
Investigation onto hos family's peanut 
business concluded that a special coun- i 
sel was the best tactic for putting the I 
affair to rest. The Carter inquiry, 
which 100k seven months, found ·•no 
evidence whatsoever" that bank loans 
were diverted to Mr. caner's 1976 
Presidential campaign. 

The stubborn and unpleasant White­
water venture has plagued the Clintons 

· for nearly two years. Questions about 
their investment in what was to have 
been a :ZOO.acre reurement communityj 

'. in the Ozarks first a rose during thel 
· 1992 Presidential campaign, dogged 
: them for a short while and then faded. 
New questions arose late last year 

: when it was disclosed, months after the 
; fact, that White House officials had 

removed Whitewater flies from the of­
fices of Vincent W. Foster Jr .• 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 grip over the 
latest twists practically at the stroke of 
the New Year. . 

George Stephanopoulos, the Presi-1 
dent's senior advisen returned to 
Washington fresh from a ski hollday 
a'nd declared on television that all of 
the pertinent papers in the matter had 
been turned over to the J ustice Depart­
ment, which was investigating Madi• 
son Guaranty and Its dealinltS with 

• Whltewa141r. 
But Mr. Stephanopoulos's remarks 

were premature at best and mislead­
ing at W0fSt ; 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. Stephanopoputos's mis­
impression. Mark D. Gearan, the com­
munications director, later devoted 
even more time to explaining why the 
White House had failed to note that the 
papers were being turned over to the 
Justice Department just in time to 

/

avoid a subpoena. 
Still later, it emerged that the Clln­

tona had taken steps 10 make sure that i 

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 ju.st 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 
wrong. 

Once the White House had begun to 
dissemble on the details of the White­
water deal, Republicans immediately 
raised questions. White House efforu 
to label the attack as a partisan assault 

were unde rcut when important Demo­
crats, along with leading newspaper 
editorials, Joined the call for an inde­
pendent investigation. 

For the White House, the major con• 
cem was that the issue would paralyze 
its staff first, then preoccupy members 
of Congress and move on 10 distract the 
President and the electorate from the 
important issues Mr. Clinton hoped to 
focus on providing universal health 
care co~rage and curbing crime. 
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It all bolled over In Europe, as was 
evidenced by Mr. Clinton himself, when 
he snatched off his microphone and 
sta lked out of an interview With Jim 
Miklaszewski, an NBC reporter, who 
had aslced him two Whilewater ques-
tions in a row. • 

Asked about the encounter the next 
day in a nother 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 taslcs at hand. " I mean I guess the media's been 

obsessed ...:1th this." Mr. Clinton said 
last Wttk in an interview on ABC 
News' "Nightline." "But it never 
croues my mind." 
I 

"There's no point in going into it 
now," he added. "I don't have to talk 

/about it any more." 

{ 



Time Magazine: Whitewater yields more problems f or Clinton 
NEW YORK (UPI) Despite 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 pr ofit 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 involving 
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 speci al prosecutor to 
investigate the Clintons ' Arkansas r eal 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 bought 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 
satisfying '' 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 Clinton 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. 11 

''I think that ' s kind of a normal human trait,' ' Gore said . ''A special 
counsel is going to be appointed, ' ' Gore said. ''All of t he information has 
been turned over, so let it run its course. '' 

**** filed by:UPI-(us) on 01/16/94 at 18:06EST **** 
**** printed by:WHPR(JEL) on 01/17/94 at 09:SSEST **** 



AM-Whitewater, 1st Ld-Writethru,530 
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; t ransitional 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. 

''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 t he 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. •' 

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

Rep . Jim Leach, R-Iowa, t he ranking Republican on the House Banking 
Committee, repeated his call for bipartisan congressional hearings, saying the 
special counsel would look into illegal activ ities while Congress needed to 
air an issue of ''public trust. • • 

1 ''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, 1

' Gore said. 
''What we are looking at here is not an issue of national security,' 1 

agreed Sen. David Pryor, D-Ark. ''Sen. Dole and his Republican colleagues want 
to keep this issue alive until 1996 a nd 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. 1 1 

**** filed by:APW-{AR) on 01/16/94 at 20:09EST **** 
**** printed by:WHPR(JEL) on 01/17/94 at 09:SSEST **** 



More Whitewater 
questions surface v 

President Oin1on and Hillary Rodham Ointon may lace 
new questions about thtir role in the Whitewater land deal. 

The Clintons bought the property al queslionably high 
prices in a quick turnaround land sale, records show. 

The signiDcance of the transaction is unclear. but could 
be as simple as • bed invesunent or as complicaled as a 
plan to run up the value of the land. 

The Ointons and panners Jim and Susan McDougal 
bought the 230-acl'1! property on Aug. 3. 1978. lor "83 an 
acre from a group of local investOf'S called IOI River Deve~ 
opment. according to Marion County. Ark, land recordS. 

IOI River Development had bought lhe land just one day 
earlier as pen of a purchase of 3.600 acres for Sl.4 million 
from Ar1'la Land Co. IOI River Development - formed just 
two weeks eal'lier - immediately lllmed around and sold 
2,700 of the acres for SI.◄ mlllion to IS investors. All IS in­
vesu,n Wel'1! local - except lhe Ointon-McDougal partner• 
ship, wbo bad no( }'fl created the Whitewater Development 
Co. Inc. 

lyAow..,g,-. 
GERGEN: Flies not 
lot public 

In buying the undeveloped par­
cel the Ointons and McDougals 
paid far more lhan any local in-. 
ton. A similar property on the 
While River was sold to a local in­
vesior for S308 an acre. The high· 
es1 amount paid by local investors 
was about ~ an acre - but that 
was for more valuable land located 
on a main highway. 

Rep. Jim Leacl1, R•lowa. dls!at• 
is&ed with the White House's call 
tor a spedal counsel to IKd>e Oin­
ton's ties to • failed Arkansas sav­
ings and loan and the Whitewater 
deal. said Sunday be stlll wams 

a>ogres!ional beannp. Leach, top Republican on the bank· 
ing commillee, said on CBS's Fa« 1M Nalion Congres 
should explore w1lelber Olnton violated the "public IN!t. • 

IIMstlpton are ll'Ylnc to delennlne wbetller funds 1rom 
McDoupl's Madl9on Guaranty Savings• Loan were divert• 
ed to Whitewater or to belp Olnton repay a SS0,000 loan for 
his 1984 gubernalOrial campetp. 

TIie White HOUie on Frtday turned over the last eve box• 
es of Wbltewalerfflated documenlS to the Justice Depart• 
meat but won't reconsider IIS decision noc to malte them 
public. --rbere are no current plans bY the White House to 
reJase docwnetllS.. • said David Gergen. counselor to Clin­
ton. on NBC's Mm 1M Prea. 

• All Ille lnformalion bas been turned over, effry scrap of 
it. A special counsel (Is belna) appoinled. Whal do you 
W8III?" said Vice President Gore on ABC's This Wed with 
David BMJrJ,y. 

Sam Heuer, McDoupl's lawyer, aid Sunday on the 
BrinJtley show be doesn't believe ther1!'S &11ythlng "sinister" 
In the documents. "I would suspect if there wel'1! some se­
aets. we would bave known them long before now." he 
said. -Judy ICHa aad DeluJ/$ C.uclloa la Y~llv/11~ Ark. 

JOI HUNTING: OutgOing Defense Sec:rewy 1.es Aspin 
is irytng for•_, on a PentagOn commission to study how 
to tt<luce duplication In the armed forces. The New Yorlt 
Times reported. Aspin has asked bis designated successor. 
Bobby Inman. for the appointmenL Aspin could earn up to 
$108,000 on the commission. the Times said. His annual sal­
ary is SI ◄8,◄00. His depal1Ure date remains open. 

CHINA WARNED: House Majority, leader Richard 
Gephardt. D-Mo, warned Olina Saturday that ilS prefel'1!n­
lial trade status may be ~led as punishment for human 
righis abuses. WashingJ.on Is lhreatenina deep cuis in Oli­
na's teXllle impon quocas starting today. 

NIXON CENTlR: The Richard Nixon Library & Birth• 
place Is adding • think lank that will focus on lhe United 
States' new role in world 1Jfain, library board member 
Ken Khadllpn said. lbe Center for Peace and Freedom 
in Yonia Linda. Calif, Is to open Thursday, lhe 25th anni• 
versary of Nixon's ant presidential inauguration. 
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Whitewater 
Runs 

Shallow 

0 F ALL the bad ldeAS that 
came out ttus past week. the 
wont was Sen. Bob Dole'; 

request for a JOU!l c.oogress,onal 
inquiry on Whitewater. 

The answer should be no. 
First off, we can't afford 11. etther 

the ume or the money. The joint 
coagress,onal inqwry into the 
lran-contn affair cost $36 mi1bon 
and took seven years. And we still do 
not have the whole story. The 
stonewalling that began .,1,en the 
story of arms-for-hostages broke 111 a 
~ll\lt newspaper oa Nov. 4 . 
1986-Ronald Reagan called It 
"without foundation" -<ontinues to 
this day. Reagan·• present lawyer. 
Theodore Olson, has been fighting to 
protect his client from the 
consequences of his foolish acuoas. 
The f1111l repon, which Special 
Prosecutor Lawrence £ . Walsh 
submitted last Aue. 7. is still 10 be 
released. Perhaps we should W3JI for 
ttus last bit of business before we 
embark again. 

Certainly we can understand how 
tempted Dole must be. It i.s a chance 
to discredit a popular Democnuc 
president. Not only that. he could 
bring down Hillary Rodham Clintoo 
from her tugh perch. Hillary Clinton 
dnves Repubbcans crazy. She 11 no 
end an uppity feminist. On organizing 
a program like health care. she can 
bck any man in the house-or the 
Senate. 

Dole. II should be understocld. was 
adamantly opposed to reneWlng the 
special counsel law. Walsh was for 

S.. MtGRORY, C5, Col 4 

Mary McG,ory is a Washington Post 
colwm"sst. 
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MARY McGRORY c;::-:=1 
Whitewater Runs Shallow 

MtGRORY. Fro■ Cl 

years a favorite Republican 
wtupping-boy, useful in dittct-mail 
fundnising. But now special _, 
is not ffilll&h for the Kansas 
R<pUblic:an. He would repeat the 
al)llalling 6uco oi the Mlect 
committee that ttvealed so bltle 
aboot the lnn-<a,tn aandal and so 
much aboot Consress's ability to be 
fat-headed. falnl-heoned and 
redundant. 

Everything the committee did 
was wrong. but !DOIi wrq was its 
pre-hearing decision to avoid 
impeachment of Ronald Reapn. no 
matter where Ille mdence led. 
Thus hobbled. and preaauffll by its 
self-~ deadlmea. it lurcbed 
into ltS fatal indulgonce "Oli'ff 
North. 5l)oolced by his uniform, the 
members allowed North to quawr 
and la,k bis.., into celel,nty. Sen. 
Orm Hatch <R•Urahl, an trdailing 
soun:,e oi bad idea. - aslcinc the 
~ to pardon bim. Rep. lad< 
Brooc.s (D. Tex.) aigesUd North 
beP,tv,enaedlfberailted,a,ar 
.. jail m¢t focus his mind. 8nds 
was ignored. North testified on his 
own terms. makq ~ aD 
but 11npo&Sit,le, lleause" 
congressional sn,pidity, he ~I on 
to become a millionaire and a 
candadate for the U.S. Senate. 

let's say no to Sen. Dole. 
Does Dole ha.e dreams Ii 

impeachr,g Bill Clinton.> Do any of 
the WhiteW3ttt accusations reach 
the leYel d '1ligh crimes and 
mtSdemeanon" charged against 
Richard Nixon Ill ~ or the 

consotuticaal mayhem ti Ronald 
Reagan.' 

That is not to uy that poJblic 
hearincs mict,l not be diYertmc, 
Maybe not 10 riYeting U the Boban 
sap, but l.omla'1 famcus bob-p, 
has pert,aps been auflicimlly D0Ud. 
We do not need any mare 
emlJlrnsai1 lmol'.ls about the 
naticnal tabloid mentality. Same 
kind of a low WU reached last week 

Imagine if Zubin 
Mehta were called 
to introduce a 
little majesty into 
the proceedings 
and could be 
persuaded to 
conduct his 
magnificent 
"Harold In Italy." 
when we saw NBC anc:ilorman Torn 
Brolcaw, aD bundled up m Red 
Sq.are and pretendmg to be at the 
epicenter of world news. brinein, 00 

a long l.omia sqment from 
Manassas. What happened when 
CNN paused in its coverage ti the 
Bobbtts to bring to VleftfS a 
lu:stonc moment in Kiev wt.er., 
Clinton and Ulcninian leaden were 

bringing about nuclw 
disarmament? Scores Ii incems! 
listmtrs called lo protest die 
intmupCiondl..am,a'ai.i-_ 

Whitewater '--'P -.Id. it it 
true, dfer iltfftlliaa poaililitia 
Theprmientffiatll~to be 
a .,._.__ lie it much at i-ill 
the c:cnfeMioaal mode. Hillary 
C..ton, who does not suffer foall 
aladlY, per!iaps had better not 
appear. But the~ cat it 
~James~­
" the failed Madiaoo Guaranty 
S&l.,DDlslilteagenialpdoT 
boy, a rdiable acurce d Arkie 
dmm. Hla auqed wife, s.-. it 
--...... She• bmll 
aued by • bmer err,p0fer, the .. 

" symphony conductor Zllllin 
Melila. wbaee im-al booldieopir 
shewu.lmqjneifZ- Mmla 
were called to illroduce a liale 
majeaty illl.o the~ 
Jmaajne, furtber, if be bad die 
inapintion to 1:img bis crcmma 
with bim and could be penuad 1D 
oonduct .. ~ "Han,id)A 
Italy.• It ii an inloxicalq prospect. 
and beariQg Ulat llllllic would jlllifJ 
the bother oi the heamp and l 
penpeclM to the Caucus Roam. 

But ft aD br,e bener thinp to 
do. Thmp lilte health care reform 
and wellare rdonn and irn!ir'ovine 
-~ Had Start and 
leaming to live totether, A special 
proeecutor will be quite lldficient. 
0n I CXlllgressional inq\my, 
Coner- 5hould wee lts cue from 
Nancy Reapn. w'ie Ii the sut,jea Ii 
the expensye and eternal attempt 
to find out what Ronald Reagan did 
and when he did it: Just say no. 

THC lhSHl"'CTil"i PllsT 

jlv 
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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. 11 

''This i sn ' t the largest issue. It ' s somewhere between much ado about 
nothing and something might be a little rotten in part of the Ozarks, 1 1 he 
told CBS' ''Face the Nation. ''There are possible breaches of law, but more 
importantly there ' s a public ethic here that ' s a t 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, 11 Gore said. 

''What we are looking at here is not an issue of national security, 11 

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. 1 1 

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. ' ' 

**** filed by : APE-(--) on 01/16/94 at 15:14EST **** 
**** printed by:WHPR(JEL) on 01/17/94 at 09:54EST **** 
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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. 

**** filed by:UPI - (us) on 01/16/94 at 16:21EST **** 
**** printed by:WHPR(JEL) on 01/17/94 at 09:55EST **** 



' • 
: b:-whitewater-hillary - a1743 

( ·\TTN: National editors) (Includes optional trims) 
W1itwater Raises Questions of Hillary Clinton Involvement (Washn) 
a , 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 
an,·l 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 
Cltntons' modern, two-career political marriage: Just as the first lady has 
pl~yed 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 



~ 

J th,tt 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 
th,tt 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. 11 

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. 

**** filed by:LAWP(--) on 01/16/94 at 02:39EST **** 
**** 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 questions intertwine with a web of others a s 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 i nvolvement was minimal and 



' t ,hat 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 a nd 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 t o 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 . 

**** filed by:LAWP(--) on 01/16/94 at 02:39EST **** 
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A Truly Independent Counsel ✓ 
. By Ran,ly M . Mastro 
and E1 ·· B. Schnurer 

P
resident Clinton has fl. 
nally responded to calls 
ror an Independent In­
vestigation ol his real 
estate dealings. On 
Wednesday, he asked 

Allorney General Janet Reno to ap­
point a special prosecutor to investi· 
gate the mailer and report back to 
her. Therein Iles the problem. 

,A prosecutor who reports to the 
Allorney General, a member ol the 
President's Cabinet, Is hardly an "in­
dependent" Investigator. No ma iler 
how qualilied the counsel Is, some 
people m ay s11II wonder whethe r the 
Whitewater investigation Is a wh ite­
wash. 

Tbere used to be an alternative: 
the otrice of the independent counsel. 
Since 1978, independen1 counsels 
have served a vi1al, tr sporadic, rune• 
tlon : lnvesligatlng and prosecuting 
high-level executive branch officials. 
The Allorney General shouldn't di• 

· rectly oversee these Inquiries be· 
cause or political conflict or interest 
(or at least the appearance of con­
flicl). Nevertheless, few cries of 
alarm were heard when the statute 
that created the office expired. In De­
cember 1991. 

A proposal to revive the lndepend• 
ent COWIRI passed the Senate last 
month and anocher Is pending In the 

Rondy M. MClltro, a former Federal 
prosecutor, is cltlef of staff to Mczyo~ 
Rudolph W. Giuliani. Eric 8 . 
Sch,.,.rer is a constitutional lawyer in 
Pltllodel'--Jiio. 

House. The President and lhe A11or­
ney General favor the bill, bu1 Spi,.,k• 
e r of the House Tbomas Foley has yet 
to put It to a voce. 

Even reiMlatlng this well-intended 
law, however, would fall short or cre­
at ing the best weapon against execu­
tive branch misdeeds. Congress and 
the President should restructure the 
office in several Important ways to 
insure an effective and truly inde­
pe.ndent counsel 

Instead of the appointmen1 or a dlf­
rerenl Invest igator for each new scan­
dal, there should be a single independ· 
ent counsel In charge of a permanent 
office of experienced prosecutors to 
handle all Investigations. The counsel 
should be appointed for a four-year 
term (like a Untied States allorney) 
and the office should consist of full• 
lime. slUled prosecutors and have a 
fixed budget and staff. Thls would 
Insure conllnuity and professionalism. 

By holding the office to strict bud&· 
e1ary and manpower const ralnts, ll 
would avoid the excesses of some 
paSI lnve1ligallons. with Ulelr eve r­
expanding expenses and "scorched 
earth" mentality. Sure, there might 
be slow periods, but we don't have 10 
have a f ire every day to Imo$ that we 
need firefighters. 

Mosl Important, a permanent inde­
pendent counsel'• otJlce wOllld 1alte 
the Attorney General out or the P= 
cess. In the pall, the decision 10 IAJ>­
polnl an Independent counsel WU 
solely lhat ot the Attorney General, 
who waa rarely eager 10 exe1•clae that 
authority. With a permanent offk.-e In 
place, !bl. l11depende11t counsel would 
decide wtiether or not to invesllaate 
an e.aecutlve brand, fl&ure, and the 
public would be assured of a t ruly 
lndepenclenl assessment. 

Several saleguanJs a,·c required lu 
prcvcnl lhe While House lrom derail­
Ing lndepcnden1 invcs1i11;1t iuns 
th rough P res ldcn1ial pre1oga11ve. By 
luw (or, ii necessary, by cons tilulonal 
amendmen1), the Presldcn1 should 
not be a llowed to grant pardons in 
such p roseculions before 1he counsrl 
complcles an invt'Sllgatoon. It WOUid 
also help ii cour1s would more nar• 

A full-time 
office, always there 
when we need it. 

rowly construe the scope ol e xccu1ive 
privilege. Othcrwi~, the executive 
branch will conllnuc to put road• 
blocks In the path ol 11roper inquiry 
a nd then, if all else fall,. grant 11th· 
hour pardons, as George !lush did lol' 
several Iran-contra figures. 

The counse l's appoinunent process 
should conform closely 10 that ul olh• 
er execulive branch appcintmems. 
Critics of the past law romplaln, wioh 
some justifica tion, 1ha1 having t'w • 
eral Judges select the independent 
counsels offended the separeliun ol 
powers. There Is a reasonable middl~ 
ground. The President could noml• 
nate the independent counsel from a 
list of candidates selected on meri1 by 
the Supreme Cour1 or another neutral 
body. 

The nominee would thr n he s ubjc,•1 
to Senate conhrmat .. ,n. like uttw, 
Presldcnt,a l 11om111ces. 0 1 coul'.sc, in• 
dependent , ~Un5'!1S. like mosl ethic, 

investiga1ors, a re not very popular on 
Capllol Hill. Republican lawmakers 
complained that l, awrence Walsh 
went too far in Investigating 1he scan­
dals of the Reagan a nd Bush Admin­
istrations. Since regaining the White 
House, Democrats have shown no de­
sire 10 subjecl their President to that 
same independent scrutiny. Still, we 
cannot leave the legislative branch 
001 of the process and can only hope 
to sway Congress to see the bene fits 
ol a permanent counsel 

The cast of characters at the While 
House may have changed, but a sit• 
tlng Allomey General still cannot 
c redibly investigate the President he 
or she serves. Under such c:ircum• 
stances, the public simply could l)Ol 

be expected LO believe uncrit ically 
what IL was told. 

Unlortunulely, neilher Republicans 
nor Democrats appear to want scru• 
tiny from a truly indcpcndent investi­
ga1or. That alone should be reason 
enough 10 pl't'scrve and strengthen 
the independent counsel D 

Note to Readers 
The Op-Ed pa&e welcomes 

unsolicited monustripls. Be• 
cause of Ille volume of subm,~­
sions. ltowever, we re&rel that 
we cannot ac• nowled&e a n artl• 
cle or return II unle~s ii Is oc• 
companied by <1 st!l/--0ddressed, 
slompedenvelop,,. Jfmonu­
s~rlp1sare uccepted for,pubh· 
culion. uulhurs will be OOlified 
wilhrn two we.,~s. 
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White House Sends Five More Boxes 
On Whitewater to Attorney General 

~ Schm"d - / • · · - been tryu1g to detemune whet.her 
By Dan Baiz and ::,usan I V money contributed 10 the campaian 

,., ....,. .. """ Swt w,.... at that event was 1mpr09trly di-
Five more boxes of President Clin- verted from real estate and other 

ton's and Hillary Rodham Clinton's loans made to Madison borrowers. or 
ffl:Ords detailing the.ir investment in •t1111hl'II' was drawn on overdrawn accounts 
an Arkansas land development firm with the approval of bank officials. 
were turned over to the Justice De- Federal officials have a handful of 
parunent yesterday. Clinton pledged $3,000 cashier's checks con1nbu1ed 
on Dec. 23 to give the department all to Clinton at the fund-raiser. amounts 
of the couple's files on the matter. that may have elleeeded the S 1.500 

The documents amved al the Jus• per election limit. 
uce Department before Attorney At least one of tbe known $3,000 
General Janet Reno had a chance to --•• cootributon. the son of a ~ 
appoint a special counsel 10 mvesu- director, said he made no such ~ 
1a1e the Chntons' involvement in the tribution and knew nothina about a 
Wlu1ewater Development Corp. Re- fund-raiser. 
no. who was traveling out of town Clinton campai111 aides said they 
yesterday. was said by a department are dismayed if illepl contributicllll 
spokesman 10 be reV1ewing possible were made but that the candidate 
candidates. would have had no way of knowiq 

In a related development. the pres- the source of the money given hilt. 
1dent of a small Arkansas bank that IIIICE LINDSEY The list of · contributors haa diap-
loaned money 10 Clinton's gubema- ..• "bo:r o, ,_. of /iNJ~oaJ """1s peared. and Wrigbt has said she does 
tonal campaigns and 10 the land de- not know what became of 11. 
velopmen1 company confirmed that "probably a box or less." although he l~vestiptors also are interested in 
he had received a subpoena Wednes- said they were not sequestered ill Sttllll records at the former Cherry 
day from the FBI for bank records. one carton. Valley bank to see who benefited 
And Betsey Wright, who was Clin· Clinton agreed Wednesday to calls from a number of checks written on 
1on·s chie.f of staff when he was Ar· for a speaa1 cowisel III the matter, the Whitewater a«'OU!lt at Madison. 
kansas governor, told the !Al Ange- and a Justice Department spokesman Those checks were sent to the Banlt 
les Tunes that the FBI had notified said yesterday the special cOUllSel of Cberry Valley-to pay on at lent 
her 1ha1 she would be subpoenaed. . could be appointed soon. The coun- two separate loans. sources said. In 

Wright told the newspaper that U\ sel's investigauon will cover While- the latter half of 1984 and the first 
an11c1pa11on of the subpoena she had water and possibly 11s links to a failed part of 1985, for example. three 
mo,·ed several boxes of documents msitulion. Madison Guaranty SaVlllgs checks totaling more than $15.000 
irom her office 10 her home so she & Loan. that was owned by James went from the Whitewater account to 
could sort through the matenal lh1s McDougal. who wuh his ex-wife was pay ~ff loans_ al Cherry Valley. 
"'·etkend. the Clintons' buSU\ess partner in Clinton aides and McDougal uy 

The Chntons· personal records Whuewater. there was ooe.loan at the Cherry Val-
"''ere turned o,·er to the Jusuce De- Among the quesuons about Mad- ley _bank related to the~ purchase ~ 
partmen1 several days ahead of ison is whether 11 funneled money Whitewater land. Smith also said 
schedule by David E. Kendall. the impr09trly 10 a Clinton guberriatorial t.bere was jasl one Whitewater loan 
Chntons' personal attorney. accord- campaign. at his former bank and that 11 and 
lllg to a statement issued by White Leon Foust. president of First Clinton's campaign loan were repaid. 
House sen10r adVJser Bruce Lindsey. Bank of Arkansas, formerly the Bank Alla- yeaterday, m official of the 

Five other boxes of documents of Cherry Valley, confirmed yester• Fedenl Depoeit lmunnce Corp. told 
were sent to Justice Department of- day that he has rece,ved three sub- Reuter news service that the agenq 
ficials last week. They were sub- poenas from the FBI since Decem• expec:11 to conclude its examination 
rru11ed under terms of a subpoena ber. Foust, who joined the bank last soon of wbether Hillary Clin&oo's fOl'-
negouated between the Jusuce De- year, said he has not been able to mer law firm milled the agency aboat 
partment and the White House de- provide everything sought in the first ita ties to Madieoo. 
signed to prevent the records from two subpoenas. Some mid· 1980s rec- The Rose law firm was hired by 
bemg released publicly. ords are available on rrucrofilm, he the FDIC after the government toak 

Lindsey said the records include said. but others have been discarded. over Madison to help in a suit involv• 
duplicates or tnphcates of relevant Cllllton took out a personal loan for mg the insutuuon. Hillary Clinton 
documents. work sheets. records $50.000 from the Bank of Cherry had previously represented Madison 
from an inqwry conducted dunng the Valley 10 put mto tus 1984 gubema- before Arkansas bank regulators. • 
1992 campaign by a Denver lawyer 1orial reelection campaign. At the Meanwhile, HO\I.SC Bankmg Com-
hired by the Clintons and other cam- time. the bank was owned by Mau- mittee Chairman Henry 8. Gonzalez 
pa1gn documents and news m.edla nee Srruth. a Cllllton campaign fl. ([). Tex.) grudgingly approved addi-
mqwnes about Whitewater from the nance official. About S30,000 of that uonal money for a Republican stiff 
campaign. debt was repaid from money msed study of the Madison matter. The 

L1J1dsey estimated 1ha1 of the 10 by McDougal at an Apnl 1985 fund- money was requested by Rep. J11n 
boxes delivered. actual financi.al rec- raiser held at the M.idison S&L. Leach (R-lowa). who has called ior a 
ords on Wtu1ewa1er account for Sources said mvest1ga1ors have congressional mvesugauon. 

@ 



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 
Sa"urday. 

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 
co;t of over $60 million to U.S. taxpayers . 

Nearly one i n 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 
**** filed by : RB-- (-- ) on 01/15/94 at 14:26EST **** 
**** printed by:WHPR(JEL) on 01/17/94 at 09:52EST **** 
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PAUL CRAIG ROBERTS 

''W
at's the 

charge?," 
asks White 
House 
Press Sec• 
retary Dee 

Dee Myers. By asking this question, 
Miss Myers is inviting us ID guess 
what a special prosecutor might find 
in the files of the Whitewater De\,!l­
opment Corp., an Arkansas real estate 
partnership between the Cliatons 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 iITegularities ia Lit• 
tie Rock. They next turned up in the 
safe or a white collar crime lawyer at 
Williams and Connolly, a noted crim· 
iaal 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 coa­
fldentiality or the files. 

The White House mainta.ins that 
the Illes are innocuous and merely 
docwnent a legitimate $69,000 busi• 
ness Joss that was never claimed on 
tax returns. By stonewalling OD the 
release of the flies, the White House 
built up demands for a special prose­
cutor to which it has flnaJJy acceded. 

According to newspaper reports, 
federal thrift investigators have found 
evidence that money from Madiaon 
Savings and Loan wu diverted to 
Whitewater and other McDougal 
companies and listed the Clintons 
among the possible beneficiaries. 
Newspapers have also reported that a 
possibly fraudulent Small Business 
Administration loan was diven.ed, in 
part, to the Whitewater partnership. 
Newspapers have also reported that 
there appear to be significant flows of 
money ia and out of Whitewater's 
accounts that do not relate to real 
estate transactions. Madison S&Land 
Whitewater monies appear at times to 
have been commingled, and White­
water did not file income tax returns 
for a nwnber of years. 

All of this bu 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 Ointons benefited 
from money flows that violated cam­
paign, tax, and banking statutes. 

These charaes, should they be 
brought by the special prosecutor, 
would be over and above 8IIY confticta 
of interest the Clintons may have 
experienced ia obtaining favorable 
regulatory treatment for Mc Do•,.,.,,. 
Madison S&L and any impropnell..s 

from personal use of state employees. 
It is possible that a discombobu­

lated White House has been engaging 
ia a state-of-the-art coverup when 
there is no crime. But if Whitewater 
is merely a political embarrassment 
for the first couple, it could bardly be 
worse than the disingenuous denialB 
that are nowiag from the White 
House. "Where is the evidence?," a.ska 
Cliatoa spokesman Stepbanopoulos, 
thus underlining the White House's 
prolonged withholding of it 

Ia 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 DO 
capital gains to set it against. The law 
permits a SJ,000 per year deduction 
of a capital loss against ordinary 
income and a carry forward of the 
remainder. Moreover, Lisa Schilfren 
reports ia the August 1993 American 
Spectator that ia 1988 the Clintona 
realized a $42,000 profit from an 
investment ia Arkansas Cellular 
Communications. A lawyer familiar 
with the deal 5$YS it was structured u 
a capital gain. A couple that itemira 
deductions for used underwear ia 
unlikely10let pass a Jegitima1ededuc­
tion for capital losses. 

It is a eood thina for the Clintona, 
as well u the country, that they 
apparently have reassessed the risk al 
stonewalling. 

The problem with coverups Ls that 
they can become obstruction of jus­
tice, a federal crime. Nwnerous fed• 
eral courts have ruled that proceed­
in&S do aot have to be pending for 
obstruction of justice to occur if evi­
dence is concealed, altered or -

destroyed In anticlpatioo of possible 
proceedlags. Moreover, the 1989 
FIRREA Act ia rNpoll8e 10 the S&L 
crisis specilles that hMatigatioas by 
the Resolution 1hlSt Corp. are con­
sidered "peadia&proceedinp" under 
the obltructioo olJllltlce ltallllB. The 
RTC la iooldlll 1111D MadlQI S&L. 
and Inappropriate bandllaa of the 
Whitewater fl.lee could comtitu• 
ol»truction ol justice. ' 

Sea . Pat Moynihan, New York 
Democrat, WU ri&ht. Tbe Clia!IXY' 
spla doc1on aot tbem deeper ia !mu· 
ble without ,partna tmn the scruti­
ny of a special proeecutor. 

Paul Craig Robem, a columni.5t j:,r 
The \\bshingfon 'llmesand the Saipps 
Howard News Service, Ls a distin• 
guisMdfellqwatlhe Catolnstilute. 

Prosecutor 
pirouette 

1/2 Fandango 
of the files 

D---.. . -~ 

I I ? 
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THE STORY SO FAR 
1971- 8'11 and Hilla,y Rodham Clinton. along With James B. McOougaJ 
and his wife, Susan, purchase 203 acres on the Att<ansas Ozarl<s in a plan 
to build vacation homes on 42 lots. They form a j0tnt partnership known as 
Whitewater Development Cor_e. 
1914 and 1911-- The Cintons 1mproperty deduct SS, 133 on the..-
federal tax returns tor interest paid on $30,000 in bank loans made through 
WMewater. The deductlons save them about $1 ,0001n taxes. 

1914 - Arkansas Securities Oepartmenl targets Madison Guaranty 
Savings and Loan Association, owned by McDougal, as being insolvent. 

Ma,ch 1984- Mrs. Clinton receives first payment of a $2,000-a•month 
lee for helping Madison fight ellorts by the Att<ansas Securities Oepartmenl 
to close the S&L. The fee was paid by Mr. McDougal in a deal he said was 
arranged by Mr. Clinton. _. __ 
July 1981 - Madison's accounting firm. Frost and Co .. says the S&L is 
solvent The Frost report is used by Mrs. Clinton to help keep Madison in 
business. 
Octobef 19M - Federal Home Loan Bank Board report faults thrift tor 
nsky investments in real estate deals, !Ow cash reserves and shOddy 
record-keeping. 

December 1H7 - Mrs. McOougal pe,sonaly delivers Wlvtewater 
records to the governor·s mansion at the request of Mrs. Clinton. 

,._,.,be, 1HI - Mrs. Clinton s,gns letle< IO Mr. Mc:Oougal requesting 
power of anorney so she can extricate herself and her husband from the 
Whitewater venture. 

Ma,ch 1 tn - Madison fails and os sl1ut down by the federal govemment 
al cost of $50 million. _ __ 

1 Jut)' ltn - Mr. McOoul)al 1s indicted on fraud charges in c:onnection wiltl 
Madison. He later is acgtJOned. 
Mardi 1N2 - The New 'lt>lk romes reports ties t,e-, Mr. McOougal 
and the Clintons. their connections to Whitewater and their illegal tax 
deductions. 

Mardi 1M2 - Clinton campaign issues a repo,t by Denver lawve< 
James M. l~s saying the Clintons lost $68,900 in Whitewater. 'The report 
also says missing records makes a complete study Impossible. 

Mardi 1H2 - CWnlon campaign denies report in The Washini:rlOn nmes 
say,ng Mrs. Clintoo receiwd a S2.~a-month relalne( 10 help Madi$Oll 
fight state regulators. In November 1993, the White House confirms the 
retainer was paid lo Mrs. C~nton. 

December 1192 - The Cintons se1 their half ol Whitewater 10 Mr. 
McDougal, and claim a $1,000 capital Olin on their taxes. The sale was 
arranged by Vincent W. Foster Jr .. the Clontons· personal lawyer. 

Jut)' 20, 19tl - Foster oommils suicide. Documenls related 10 
Whitewater-Madison are among those secretly taken from his office by 
administration offic,als and tumed over to the Clintons· new lawyer, David 
Kendall. 

J•I)' 22 - White House Counsel Bernard Nussbaum prevents U.S. P8/11 
; Police and FBI investigators from looking through Foster's personal papers 

dvnng search of his oltice. 

Oct. 31 - Whitewater controversy is renewed when The Washington POSI 
reports federal regulators recommended to Justice Department that a 
criminal invest~ation be conducted into Madison's failure. 

NO¥. 4 - Thew~ romes reports the ~tons. who said they_. 
"passive shareholders in Whitewater, were active in the venture·s 
management and that Mrs. Clinton had sought power of attorney over it. 

NO¥. t - Paula J. Casey. U.S. attorney in Utlle Rock. recuses herseK from 
probe of Whitewater's ties to Madison and is replaced by Justic:e 
Department prosecutor Donald Mackay. Republicans call on Anorney 
General Janet Reno to nominate a special counsel to investigate the 
Whitewater-Madison a/fair. 

Dec. 20 - The Washington nmes report.S Wh~e House officials removed 
records on Whit- ater from Foster's office alter the deputy counsel's 
suicide. 

Dec. 21 -White House admits that r8C01ds - taken. but denies ar,, 
wrongdoing. 
Dec, 23 - Mr. Clinton says he and In wi'• •"", ,_ '""'"~-•- ·-.. ·~•· 
ove< lo the Justice Department. but wam that proc,,.,s r1 .. \i,,. , .. ~~ ....... 
weeks. 

Jan. I - White House reveals that subpoena has bee1l ISSUed for 
Whitewater records under terms negotiated on Dec. 23 between 
prc;secutors and Kendall. 

lunday - Sen. Dan.el Palricl< Moynihan of New York is first Democrat 10 
join Republicans in call for a special prosecutor or Independent counsel. 
making the issue b<part,san. Seven oth8f Democratoc lawmakers issue the 
same demand within the next 48 hours. 

Wed""4111)' - Bowing 1o pressure, Clinton asks a soec,al oounse4 be -
appointed to investigate the role he and h,s wife played 1n the 
Whrtewater•Mad1son a/fair. Reno says she will appoint a special oounset. 
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What might Clintons 
have done wrong? 
TI<E WASHINGTON TIMES 

Federal investiaators are probina 
several angles in the tangled White• 
water-Madison case. 

• How much moixy was lost? 
President Clinton and his wife, 

Hillary, said they lost 568,900 on the 
Whitewater Development Corp., a 
real estate venture with James 8. 
and Susan McDougal, but they railed 
to take legal tax deductions for capi• 
tal losses that would have saved 
them thousands of dollars. Mr. 
McDougal was owner or 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 bad 
lost $2S,000. 

• Wu there an llle1al loan? 
David L. Hale, a former municipal 

judge In Uttle Rock now under in· 
dictment for misdirecting Small 
Business Administration loans, said 
Mr. Clinton pressured him during a 
race-to-face meeting in 1986 to give 
a questionable SJ00,000 loan to Su· 
san McOouaat. Mr. Clinton said he 
did not recall the meeting. 

• Was money cllverted from fed• 
enl funds to Whitewater or the Clin­
ton campal1n? 

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 Wh.itewater 
or to Mr. Clinton's 1984 gubernato­
rial campaign. 

• Were the Cllntons more thu 
•pustve shattholden"? 

The Clintons described them­
selves as "passive shareholders" in 
th• Whitewater development, but 
Mn. Clinton wrote a letter to Mr. 
McDougal in November 1988 de-

Madison 
story dates 
to 1982 

Tl<E W.S,,INQ TON TIMES 

James B. McDougal, a friend and 
business partner or Bill Clinton, took 
over a tiny ope.ration known as Madi­
son Guaranty Savings and Loan As· 
soclation, about 7S miles north of 
Unle Roc:k, Ark., in 1982. Within 
three years. Madison's asset.s grew 
from~ 000 to more than $17 mil• 

.-H. 

Mr. McDougal, from his new base 
of operations in Uttle 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 
lendina practices." 

manding power or attorney for full 
control or the venture. 

• Why was Mn. Clinton paid a 
monthly retainer by Mad.Ison? 

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 rep0rts 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 oft campaign debit? 

Shortly after his election as gov• 
ernor in 1984. Mr. Clinton asked Mr. 
McDougal 10 "knock out a deficit" or 
SS0,000 for a personal loan Mr. Clin· 
ton took out to fund his campal,n. 

Mr. McDougal held a fund-raiser 
for his busineu partner and retired 
at least S3S,OOO or that debt. At least 
one or 1he checks from the fund• 
raiser used to pay oft' Mr. Clinton's 
loan was signed by Kenneth Pu­
cock, who now denies ever donatina 
money to the Clinton campaign. 

• Where are the Whitewater­
Madison recordl? 

Mrs. McDougal said she delivered 
Whitewate.r records to the Arkansas 
governor's mansion In December 
1987. at Mrs. Clinton's request. The 
Cllntons said the records were lost 
before The Washington Times' Dec. 
20 rep0rt that Whitewater records 
~re 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 Arkansas Securities Depart­
ment was asked to determine 
whether the S&L should be c losed. 
Mrs. Clinton. a lawyer on a S2,()()().a­
month retainer from Mr. McDougal, 
argued successfully before state 
regulators appointed by her hus-

band that Madison should re main in 
business. By 1989, the institution 
had a paper worth or $125 million. 
But that year it finally was closed by 
regulators, and taxpayers got a SSO 
million bill for its de fa ulted loans. 
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:Reno Begins Hunt 
For Special Counsel, 
Seeks Prohe's Limits 

ByMic:heelllikoff 
__ ,.. __ 

Aa Attorney Cenen1 Janet Reno 
becao reviewiq possible cancti­
datea to aerve as special COUlllel 
yesterday, Jllltice Department ol· 
ficiala ftre snwtina with ID equal­
ly aipific:aat ..-: Definina the 
soope o( ID investiptioo that could 
become ID opeHllded inqui:y into 
Arkansas business afuirs and hang 
over President Clintoll for much of 
his first term. 

In requestinJ that Reno name ID 
outside prosecutor, White Hou,e 
cOIIIISd Bernard Nuaabawn asked 
only that tbe proeecutor illvesti,ate 
"the Whitewater matter"-a refer• 
ence to the rut estate development 
fU'ID half owned by the presideot 
and Hillary Rodlwn Clinton that 
bought. and sold Ozark property 
durill1 the 1980a. 

But Whitewater is only a slice ol 
a much broader, existin1 Justice 
Department investiption undenray 
for months. It toucllel oa a bolt of 
related llllttttl: tbe failed Midiaoft 
Guaranty Savinp & Loan Alloci­
ation OWDed by tbe Cliatona' part• 
ner in Whitewater, tbe alleged di­
version of Maditon money into a 
Clinton campajp ICQIUllt, question­
able loaJIS to other ltate political 
figures and the thrift'• poesible Je. 
nient treatment by Arbnsal ret· 
ulatora clurina Clint011'a tenure • 
1ovemor. 

The initial assumption ol Jllltioe 
Department otficiaJa yesterday WU 
that the new special c:oun,el wowd 
immediately take over all these 
matters, DOW beina handled by 
three career proeecuton in Little 
Rock. But 50llle former indepen­
dent counsels warned yesterday 
that such a broad charter WU Q­
sentially openln, a Pandora's box. 

"You've got ID investigation that is 
Startin, 011 Ill island, that is White­
water, that is aoinl to find a cau.e­
way to a ccotinent known as Arbo­
sa.s poiitica, • said Jacob Stein, who 
served as indel)elldeot counsel dllrio1 

the 19801 investiptin, alle,ed im• 
proprieties illYOlvillJ 0-Attomey 
General Edwin Meete DI. 

"My prediction ia that thla penon 
I the special c:oume1J is aoir11 to feel 
c:ompelled to be thoroup. And to 
be thorouJh where ID inveatlption 
is DOUriahed by political COIISider• 
atioaa, it could ao on for quite a 
1on, time." 

Justice Departmait aources said 
that Reno and her top aides, includ­
in1 Deputy Attorney General Philip 
B. Heymann and Jo Ann Harris, chief 
ol the aiminaJ diviliOII, apent much 
ol yesterday worlcillg on selection ol 
a special counsel. Sources said a 
number ol possible andidatea were 
ccotacted and ID announcement 
CX>uld aime ill the next few da:,a. 

Under the expired independent 
coun,eJ law, which governed ho'lr 
Stein and otberl operated, a three 
jud,e federal panel eet forth I man­
date baaed OIi I apecific alJeptioa 
of I federal aime committed by I 
hiJb,leftl pel'IIIDeat officia1. 

No IUCb alleptioa baa been llllde 
in the cue ol Whitewater. lnatad, 
there ia I p-ab bq ci augelted 
iinpn,pcietiea bJ I wide INOIUDeiit 
of people, IDOlt pr'lllllineatlJ, James 
McDoupl. tbe owner of Madiam 
who bad dole ties to many Arbo­
... political and buaineaa leaden. 

"It CID 10 iD emJ CODCeivable dif. 
ferent directi011,■ Aid Waabiqtoa 
lawyer James Macu,, tbe former 
independent a111111el wbo proeecuted 
former Requ administration official 
Lyn Nolzi,er. "There'• aD aorta ci 
ramificationl that are involYed. • 

At ber news conference minutea 
after receiviq NuubaWD'a letter, 
Reno avoided all queationl about 
the new prosecutor'a mandate, ay­
in1 she first 'Wlllted to consult witb 
whomever she selected. But Reno 
also said abe nnta the iuuea re­
aolved "thorouahJy" and "prompt­
ly"-an objective that baa proven 
difficult in the put, .. demoa­
strated by the men than aix-yar 
investifatioa into the 1ran-contra 

THr. 1', ~Hl'\'.CTO'I PO'iT 

affair by independent· counsel Law• 
rence Walsh. 

"In the history of these apec:ial 
c:ounaels, once they have an inch 
they take yards and milel,. said 
Terry Eastland, a former top aide 
to Meete and now a fellow of the 
Ethica and Public Policy Center. 
"The central issue ia JOin1 to be the 
scope of the inveati1atioo. • 

On its face, the investiptioa into 
Whitewater would appear to be fair­
ly simple: The Justice Department 
has already subpoewd aD docu­

. menta relatin1 to Whitewater ill tbe 
Clintons' poesseaaion. 

One possible charter for the new 
oullicle coumel would be a review 
of thoee records to determine 
whether the Clintona were aware ci 
any financial improprieties relatiq 
to bundreda of tbousanda ol clollara 
that appear to have puaed thrOUlb 
Whitewater' a account.I. 

But the problem ,eta much 
stickier when matters branch out to 
Madison. The thrift at one point 
wu rei,retented by the Roae Law 
Firm whoee partners included ffil. 
lary Clintoa, Auociate Attorne, 
General Webster HubbeD. and Vm­
cent W. Foster, Jr,. the deputy 
White &i.e coumel wbo ciom­
mitted suicide July 20. FOiler, aa 
pel'IOIIII attorney for the Clintona, 
had bandied matters relatilla to 
Whitewater before his death. 

Art even more presainJ problem 
ia the caae ol David Hale, the for• 

mer Arbnaas municipll judae wbo 
ia acheduled to ,0 OD trial Mardi 21 
OQ char,ea that be defrmled the 
Small Buaine9a Adminiltlmia ID 
the manaaement ol Iii lederallJ 
baclced amaD buaineaa ia,eltmetlt 
firm. Hale bas publicly aJJeaed that 
Clint.oa and McDoupl_ preuared 
him to make a $300,000 SBA· 
baclced loin that ended up in White­
water l0COUllts. He allo lid 
charsed that aimilar poteutiaJly im­
proper loana benefited 11110118 otb­
era, Jim Guy Tucker, DOW ,ovemor 
of Arbnsu-alleptm that 
Tucker baa denied. 

The iuuea in Hale'• QpcomiaJ trial 
are wbolly unrelated to Wlilenter; · 
one fonner fedenl proeecaor -,. 
seated yesterday that I apecial COUD­
ael wbo Wit only iatemted ii &et· 
tina to the bottom al Wllitewat.er 
would quickly seek I plea apeemellt 
with Hale and briq bim before I 
,rand jury to hear what be la to.., 
about the presideot. 

Department offidall aid dae im­
minent appointment o( a tpeCiaJ 
counael who would take over the 

I 

lema that could delay matten. 
"There are vuioul complications 
that the attorney Jenera! bad in 
mind" when she initially oppoeed 
appointment of an independeAt • 
counsel, said Carl Stern, tjie Justice 
Department spokesman. "But ~ 
viously, we'll do whatever we can to 
get over what hurdles there are." 
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~, Alter ~low Start, Networll TV Grabs 
By Howard Kurtz . ...., .. ,_ __ _ 

Throughout November and moet 
of December, despite a spate of 
front•paae 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-

cOWltered," said Erik Sorenson, ex• 
; ecutive producer of the "CBS Eve­
: nine News.• "The networks do not 
:. ,!llve the resources to pursue com• 
: .PP,Cated investigations like that on 
•,m 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 ni&ht. On 
Wednesday, when President Clinton 
aareed to the appointment of a spe­
cial cowsel 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
lcnowled&ed they had removed 
'Whitewater fdes from deputy coun­
sel Vinceat Foster's office after he 
committed suicide last summer. 
The focus ol 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 an reach critical mass until 
it becomes a television story. But 
correspondents filing two-minute 
reports have strugaled to explain 
the possible wrongdoing in the tan­
gled Arkansas dealings Oil 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 WOO(en said that "what 

· is at risk for the president here is 
nothing less than the erosion of bis 
political authority." CBS anchor 
Dan R•!""' de(l..ut<I ,,,,..,, ~A~,.,.,., 
ton this entire trip." 

The coverage has been fueled by 
the admiuistration's "stubborn re­
fusal, against all known rules of 
modem 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 cornea ahnost two years after 
it briefly erupted as a campaign is­
sue. In March 1992, Jeff Gerth ol 
the New York Times reported that 
the Clintons had entered into the 
Whitewater real estate venture 
with James McDougal, whoee failed 
savings and loan was bailed out by 

"Journalists love a 
coverup. The 
intimations of 
Whitewatergate will 
bring the TV 
cameras every 
time." 

- Robert Lichltt, 
Caller for Media and l'llblic: Affain 

taxpayen. That article raised many 
of the questions-including Hillary 
Clinton's representation ci 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 newt media moved 
on to other c:ontrovenies in the 
hectic campaign atmosphere. "The 
entire media, print included. copped 
out during the campaign.• Sorensoo 
said. • All of us snooped arouud and 
frankly couldu't figure it out. ••• 
We all gave up.• 

What put the story bade in play 
was an Oct. 31 Washington Post 
report by Susan Schmidt that the 
Resolution Trust Corp. had asked 
federal prosecutors to open a crqn­
inal investigation into Madison 
Guaranty, the failed S&L. In No­
vember and December, The Wash­
ington Post ran 12 stories on 
Whitewater, six ol them on the 
front page. The New York Times 
ran aeven 1torie1, plus three edito­
rials with such ~ .. "Re­
lease the Whitewater Files." The 
Washington Times published 16 
stories and the Loa Angeles Times 
six. 

But except for a Nov. 11 NBC 
story by Andrea Mitchell, television 
basically ignored the controversy. 

"'""''" ""'" nn easy hook for TV 
• .., ..... -.... Ot.mJ, a..ichter said. Wf'V 
needs something simple: removing 
files, withholding evidence, 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 so convoluted and so dull." 

But Jeff Gralnick, executive pro­
ducer of "NBC Nightly News." said 

that in the age of computer graph­
lca, "there is no story that is too 
complicated for TV. The caution for 
111 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 Cliutoo did anything 
wrong. 

The president clearly has grown 
impatient· with the media clamor 
over Whitewater. He cut short au 

Nljl,; intervieW with Jim Mildau.e­
w,kj Wednesday after two ques­
tions oa Whitewater, "I'm sorry 
you're not interested in the truth.• 
Clinton said. He al8o said that "the 
press has editorialized and presaur• 
ized the politicians" into demanding 
a special counsel and has practically 
placed "the presumption of auilt" oo 
him. "It's I bizarre circ:wnstance." 
the president said. 

Clintoa also refused Wednesday 
to talk with ABC's "Niahtline.• as 
he had a,reed to do each night this 
week for a aeries OD the European 
trip. 

The Sood news foc the White 
House is that the namina of a spe­
cial counsel will likely move the iD-­
vestigatioo off the journalistic radar 
screen. • A special counsel puts the 
story on ice." said Fred Barnes, 
New Republic's White House re­
porter. "It stops the bleeding. The 
counsel works in private, doesll't 
leak and the story aoes away until 
the couusel issues bis or her re­
port." 

~ =--· ~ 
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TONYSNOW 

Gimmicks 
that failed 

T
he bluff didn' t work. Tbe 
White House spent a week 
besmirching Republicans 
wbo wanted a special p~ 

cu tor ID look into what bas come ID be 
known as "Whitewatergate; but pub­
lic pressure ftnally forced the preai­
dent ID ask for one, anyway. 

The question now ia whether the 
Clinton team will c:ome clean or try ID 
manage the ftow of Information 1D 
investigalDrS. So far, It bas employed 
every trick in the book ID foil lnquili­
tors, includina the cheesy UJe altbe 
president's late mother, Virginia Kel­
ley, as a political human shield. Al 
Gore thumped the poor woman's ccl­
ftn four times on CBS's "Face the 
Nation" last week, hoping berbeloYed 
memory would bold the curi0111 at 
bay. 

These gimmicks haven't worked 

d/!2 

a,e ~ht~ limes 

because the facts available 1D the pub- ernment 
Uc raise the posalbillty that the pres- • Violation of attomey-client prlv-
ident and/or bis friends bent the law ilege: Vincent Fosler Jr. 101lcited r.d-
durina hia tenure as a overnor or era! contnlCtl ID sue M.adiloo Guar-
Arlcansaa. Here's a small. incomplete anty on beb.alf of the Rolle Law F\rm 
list of allegations. of Uttle Rock. He failed ID dllcloae 

• 1Ue1al gratuity: Just before the fact that Rote partner Hillary 
becoming aovernor of Arlwlsas, Bill Rodbam ClinlDD bad repreaen!ed the 
Clinton and bis wife joined a real- savings and loan. ThuoUcitation at a 
estate partnership with old friend bare minimum threatened Mad.iaon'I 
James McDou1al and McDougal'I attorney-client prmJeae with Rolle. 
then-wife, Susan. The Clintons put up .Obstruction of justice: White 
less than 9 percent of the start-up House coun,ei Bernard Nussbamn 
money for the Whitewater Develop- took several hems al II.lea from Vln-
ment Corp. and got 50 percent of the cent Foster's office aftier Mr. Foater'I 
stock. suicide. He shipped the decea~ 

The arrangement is public record. aide's pel'SOOAI diary and papers 1D 
Doesthediscountedpriceofthepan- the Foster family lawyer, James 
aership constitute an illegal aratuity? Hamil1Dn, and records reprdina the 

• lliegal campaign contributions: Whitewater Development Corp. and I 
James McDouaal threw a fund-raia- other dealinp 1D David Kendall, the 
er on April 4, 1985, Clinton family ' 
to help rescue Mr. ----------- lawyer. He pre-
Clinton from a A,,_:_:~- •ented lnvestiga-
S50,000 personal .N.LUIIUu.>l,IW.Wn ·. IDl"Sfromiooldnlat 
loan. Tbe party ~o--·-•ung· and the document,. 
raised $35,000. .,~, IIC:'wt.U, These ICU could 

Federal invest!- nnn1.D.JV11l;nn have baYe "Tiolated NT• 
1a1Dn suspect that ,....,,K-,.,_'6 era! federal 
at least $12,000 of transjormed a ltatU1leS. lncludlnl 
the donations were liticaJ" • • 1aft that reqalre 
siphoned f rom a J)O ruusance into lbepreaervational 
savin1s and loan apo#-.:-• ,,1;.,,,.~- Wb11eHouaedoclt­
owned by McDou- ICIU-"" ~,, meataUldprohibl 
1a1. u so, tbe Clin- and thaJ is nmnnna the remover of I 
tons received -•--o- recorclarelennuo 

money taken from ---------- an Olll()ina c:rimi-depoaitors of the nal inYestiptloo. 
Madi.too Guaranty Savings and Loan The public detervee a tull loolt at 
- an inatitutioo that failed in 1989 at all the weird ltl'allds of Whhlewaler-
a COit 10 tupayer5 ot S4 7 m.i1.1ion 1D Madison, wblcb meana that AtlDnleJ 
S60 million. General Janet Reoo mlllt suspend 

eConllicta of Interest: When fed- the~ ot limltations lbr all relat-
e.ral re,u1alDn were recommending ed civil and aiminal lnfncticlm. (lbe 
that M.adiaon Guaranty mend Its ways statute on traud and other civ1J viola· 
or close its doors, McDouaal coo• dons ex:puu In Man:h.J 1be attDn1eJ 
COC1led a plan ID sell preferred S10Clt ID aeneral alao needs ID awid pladnc 
the public. He hired Hillary Rodbam undue restrictions oo the· proeecu-
Clinton as bis lawyer in respome 10 tor'I inYestiptioa. Olherwi,e, Coo· 
Bill Clinton's personal requut for areas will impanel Wateraa,te-11Jle I 
"help." commit1Na, which will make evm 

Mn. Clinton asked a securities the amaDeet Cllntno pecx:adUlo look 
commiasiooer appointed by her bus- like a crime against humanity. 
band 1D approYe a IIDCk-sales plan Admlniltruioa S1DDeWalll.na and 
proposed by bis (and her) business name-calllna have tra.nsformed a 
partner, James McDoupl - witbout political nuisance ln1D a potential 
telling the Arlwlsu official about her c1ilullu, and that ia llllUIDa-Ar, pollt-
tiea 1D the thrift operatt. lea! acandala 111, Wbhnraterpta 

eCoospiracy: Fonner Arunsu abould haft been small potalOel. 
Judge David Hale made a $300,000 Rep. Jim Leach, Ion Repuljllcan. 
Small Business Administration loan put it beat in an iDlerview the odMr' 
to a real-estate company owned by d&y. " It'a my OWD view that th8y 
Susan McDougal. Half that money abou1d la, eweything on the table, 
found its way in10 t.be Whitewater take zwpoaaibility, perbapa ba'l'e a 
Development Corp. civil penalty OC' ~ (a,plnst people ·1 

Government iDYestiplDn ~ other tban OinlDII). 
the propriety o( the SBA loan. wblcli '1ben this tb1ng would be-:' be 
-• i11t,,.,,..,. - "~lo minority-owned said, anapping bis fincen, "juat 1iR 

•• a,• • i t " . 

Clinton and James Mcl>ougal pres­
sured him into living tbe mooey 1D 
Mrs. McDou1al and says be bu 
records ID prove it U IIO, the precideat 
and Ills friend may have engaged In a 
conspiracy 1D defraud the federal aov-

. ... . ... . ,..- ..... 
,. 

'lbn7 s,- ia a ~ 
editorial~ columnist for the Dt:l1oit 
News and i5 f'ICltionally ~ · 

~ · -.. .. .,,,, 
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Whydidn'tC tons deduct losses? 
By Jerry Seper 
TttE W,.SMN() f ON ftME$ 

Bill and Hillary Clinton rou• 
tinely claim SI and $2 deductions 
for used underwear on their fed• 
era! tax returns but never took a 
legal tax deduction for the $68,900 
they claim to have lost on Jhe 
Whitewater Development Corp. 

Federal investigators want to 
know why. 

the Clintons legally could have de• 
clared capital losses of up to 
SJ.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 Internal Revenue Service offi­

cials, tax lawyers and others fa• 
miliar with federal tax laws say see TAXES, page AB 

TAXES 
From page Al 
half-interest in Whitewater to one of 
their partners, James 8 . McDougal, 
for $1,000. 

Mr. Begala told the Wall Street 
Journal last -k that the Clintons 
would have saved only $280 if they 
claimed losses to cancel out the 
S1,000 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. 

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 wrinen 
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 
568,900 in the venture, but questions 
have arisen about the validity of that 
figure. 

Mr. McDougal, the focus of a Jus­
tice Department investigation into 
suspic~ns 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 Cllntons 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 
takenSS,133inillegal 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 respanse 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 Clinton.I 
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 Ointon.1' personal 
attorney until he killed ltinuelf July 
20. He filed return.a showing that 
Whitewater had earned no income. 
The returns made no mention of any 
capital losses. 

IRS officials told The Times it la 
not necessary for 10meone to have 
accumulated capital gains to declare 
capital losses. 

They also said that it a taxpayer I.a 
aware of the provision for the SJ.~ 
per-year deduction, he must claim 
the deduction on his federal Income 
tax returns. Failure to do so because 
or ignorance is not II violation or 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 aa it is claimed within three 
years or the year in which the 1011 
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 oc:curred. 

"Sometimes a loss is a freebie in 
exchange l'or other considerations, 
such as regulatory help through a 
govern~ent agency," one of the lav•• 
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Probe of first lady expected 
to write. new chapters in law 

\ 
\ 

By Nancy E. Roman 
TM€ \IIMHINGTON TIMES 

The unprecedented investiga tion 
or a first lady ror p0ssiblc civil or 
criminal wrongdoing in the White• 
water·Madison affair unleashes a 
host ·or legal questions and strate• 
gies, top defense lawyers said yester• 
day. 

The lawyers interviewed by The 
Waahington Times also sald the pow· 
erful Rose Law Finn in Uttle Rock, 
Ark., for which Hillary Rodham 
Ointon worked, may be vulnerable 
to lawsuits as the result of the de• 
mlse of Madison Guaranty Savings 
and Loan Association, which cost 
ta,cpeyen S50 million. 

The relationships between Madi• 
son, the Rose Law Firm, bank reg• 
ulators, and friends and family of 
~sidcnt Clinton raise so many ethi• 
cal questions that Harvard law pro­
fessor Alan Dershowitz will begin 
this semester's legal ethics course 
with an assianment to scrutinize 
their ac:tivitlu. 

"My nose as a legal professor 

' 
smells somethinl suspicious in the 
activities of the Rose firm," Mr. 
Dershowitt said. "It is the kind of 
elite insensitivity that Harvard and 
Yale and other elite law scho\11 stu· 
dents should be particularly scnsi· 
tiveabouf." 

Mrs.Clinton.a partner a,theRose 

Law Firm, represented Madison be­
fore state banking regUlators in the 
1980s while ber husband was gover­
nor of Arkansas. 
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Questions have been raised about 

Madison's ties to Whitewater, a 
northern Arkansas real estate ven• 
ture jointly owned by the Clinton• 
and James B. McDougal, owner ot 
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 privileae apply to 
Mrs. Clinton? 

• Because Mrs. Clinton rep• 
resented Mr. Clinton in the White­
water inve.ttment, is attorney-client 
privile1c applicable? 

• Will marital privilescs. such u 
one that prevents one spouse from 
~ ,r .. _ .,; ... ,. :u,atris, :1nother1 apply? 

•· .... ...... ~, ..n1e of privl· 
legcs .. . sp0usal and executive priv• 
ilcac:' said Gerald Lcfcourt. a de­
rense lawyer in New York. "It's 
almost a joke, but their converse• 
tions are protected by more privi• 
legcs than any other couple in the 
country's.· 

Executive privilege originated to 
protect the president and his staff 
from releasing information that 
could jeopardize national security. 

Lawyers agreed that executive 
privilege would not apply to any of 
the Whitewater dealings because 
they occurred long before Mr. Clin• 
ton assumed the presidency. But Mr. 
Dershowiu said executive privile1e 
might apply to the allegations of a 
Whitewater•Mad1so~ cover-up. 

Paul Rothstein. a taw proreasor 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 to use ex• 
ecutive privilege by promotinl an 
illusion that there ls a dancer In re­
vealins secret thinas." he said. 

Invoking any or the special privl• 
leges wlll make the investi1ation 
more difficult, Mr. Rothstein said. 

"But there will be available un­
privile1ed matenal and witncuca 
who will be able to provide a picture 
of what happened." he said. "The 
public's need to know will be satu• 
fied, but it will talce some time and 
some digging.· 

Mr. Lcfcourt said that as the case 
progresses David Kendall, the Clin• 
tons' personal attorney, may invoke 
special privile1es sucb. u the 
a ttorney-client privilese, which 
would protect certain documents 
drafted by Mrs. Clinton as her hu. 
band's attorney. 

"As a defense attorney it would be 
my goal to preserYe any prMleaed 
material. I would certainly look lnlD 
it," he said. "You carefully screen all 
documents and information ID ,ec 
whether any privilqc appllea. rm 
sure that's what would be done here.• 

TheCllntonsalsomilhtattemptlD 
use marital privile1e, Mr. Lefcourt 
said. "Spousal testimonial privilese 
prevents a spouse form tat1ty1nc 
against another spouse to pretCMllt 
the sanctity of a marriqc," he aid. 

Mr. Dcrshowitt, however, said It 
would be outra11eou1 to c:Lalm that 
privilqe. 

• I cannot imaipnc the nation be­
ln11 willina to accept the 1pOUMI 
privlle11e from the president or the 
first lady:' he said. "The only real 
privlle1e the president has is execu­
tive privlle11c, and that comes at a 
areat political cost." 

Mr. Dershowitt 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 practicin1 law and beinc an 
advocate." he said. 1 

So many powerful people are mar­
ried to each other that potential cthl• 
cal violations arc bound to come up 
more frequently, Mr. Dcrsbowl~ 
said. "The purpose of my coul'IC ii 
preventative, to make sure that no 
student of mine 1et1 himself or her• 
self into this Hillary mess," he aid. 

Mr. Rothste.in ur11ed some le­
niency in this area. 

"Unless you want to say :' 
of an imp0rtant man c.tn never apply 
her trade, you've got to be lenient on 
that," he said. "You don't want to db· 
able p rofessional wives from prac• 
ticing their trade.· 

As for the legal vulnerability of 
the Rose Law Firm, Mr. Rothstein 
said the lawyers there would haw to 
have known of the shalcy financial 
conditions or Madison and then to 
have actively helped the client COYer 
them up. 

" I donl know if there was that 
<ind of l.llvol\..,ment;• he said. "But 
his is a new, forerronr area or the 
,w - 10 hold the lawyers and the 
ccountants responsible of t he 
1rongdoing of the managers of an 
.&L." 

For example, the accounting firm 
Ernst and Whinney spent SS million 
on a legal battle before it a1rced to a 
S2.S million settlement of t.he Fed· 
eral Deposit Insurance Corp.'s SUlO• 
million-plus lawsuit against it after 
the collapse of Franklin National 
Bank. 

In the case of the Rose Law ftrm, 
Mrs. Clinton and another partner, 
Richard N. Massey, represented 
Madison before sta te rclulators in 
I 985, usin1 an audit by Frost & Co. 
to show that it was solvent Four 
years later, the firm- in a case ban· 
died by another partner, Webster L 
Hubbell, now associate attorney 
1eneral-sued Madison for the Fed· 
era! Deposit Insurance Corp., sayina 
the Frost audit was bolus. 
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Says some of 
her actions 
were his idea 

" ··· She bOIJgtil it in september 
1988 for $8,000 and sold it two 
months tater for $28,000. 

Hillary Clinton's involve• 
ment in Whitewater's manage­
ment. as described by Wade, 
runs counter to the Ointons' ef• 
tons to downplay their role. 

By Judy Keen 
and Dennis cauchon 
USA TODAY 

FUPPIN, Ark. - The man 
who sold Whitewater toes says 
he, not Hillary Rodham Qin­
ton, was responsible for her 
role In two of several areas 
likely to be part of a special 
counsel's probe of the deal. 

Ouis Wade, who handled all 
sates 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 
Qinton that their participation 
In the Investment was minimal. 

Most of the ◄2 IOCS have been 
sold In the 2~cre develop, 
ment along the White River. 
Only a handflll of homes have · 
been built 

Interviewed at his realty of• 
lice here, Wade says, to his 
knowledge, the Olntons never 
visited the property. 

"'They were really passive 
investors," he says. That 
changed when he urged Hilla­
ry Ointon to become more ac• 
lively involved: 
► He suggested that Hillary 

Qinton seek power of attorney 
over Whitewater in November 
1988. That would have effec• 
lively given her control. 

Wade says the Ointons' part• 
ner In the deal, James McDou­
glll, was too busy with his fall· 
ing Madison Guaranty Savings 
and Loan to make routine busl· 
ness decisiom. 

"That was my Idea," Wade 
says of the letter In which H1J. 
lary Ointon requested power 
of attorney. "I couldn't get 
ahold of Jim because of the 
Madison problems. Hillary and 
I 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 Qinton pay for a model 
borne on the property In 1981 
to 1rY to spur sales. To build the 
three-bed r oom, ranch-style 
modular borne on the 2.664cre 
;. • Q intoo borrowed 
$30,000 from tbe Bank of 
Kingston, Ark., In wbich 
McDouglll bad 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, nol:>Ody 
making payments," says Wade. 
"We had a problem .... (Her 
repurchase of the house) was 
the onlv wav." 

Still, says Wade, "Hillary 
Clinton didn't do anything 
wrong - nothing. AbsOlutely, 
and that's not a guess. That's a 
fact. I know ll" 

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!· 
p.te Whitewater. 

Meanwhile, Beverly Bassett 
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 Madlsoll 
Guaranty to raise money from 
Investors was routine and did 
not imply pressure from then­
governor Olnton. 

On April 30, 1985, the Rase 
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 Qinton 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 
Madlsoll in the request -
made to an oflcial appointed 
by her husband - also has 
been questioned. 

Madison was owned by 

McDougal, the Olntons' part· 
ner in the Whitewater invest· 
menl The thrift tailed in 1989 
and cost taxpayers $◄7 million 
to S60 million. 

"Nobody in my oflce would 
have any problem saying 'no' 
(to the Rose Law Firm re­
quest) just beeause her name 
was on it." Schaffer says. "No­
body was going to get tired 
over thal Bill Qinton was my 
tios.,, not Hillary Olnton." 

Wade says McDougal han­
dled all of Whitewater's 11-
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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Moynihan an ally, 
a torm~n r as well 
By Adam Nagoumey some quarters of the admlnstratlon. 
and WUllam M. Welch "He has. this wonderful quality or 
USA TODAY being always provocative, often illu• 

mlnatlng and - on very rare occasion 
- Impossible," Presidential Counsel• 
or David Gergen said. 

In the space or two months, Presi­
dent Olnton llew to New York to raise 
St million ror Sen. Daniel Patr1clt 
Moyn.illan. He lathered praise on the 
Senate Finance Committee chairman 
("Moynlhan's got an IQ or 300." Qin­
ton exclaimed). He had the senator to 
dinner at the White House. 

But. In ji& the pa.1t wee.k, Moynihan 
has ridiculed Olnton's commitment to 
welfare reronn. saying he used it as 
"boob bait ror bubbas" to revtve Jag­
ging political fortunes waned. He 
questioned the need ror Olnton's 
health care reronn. saying; "We don't 
have a health crisls In this country." 

And be led Democrats in calling ror 
a special counsel to probe the Oln­
tons· holdings In the failed Whitewater 
Development Co. - lighting a llame 
under the Issue ji& as Olnton hoped 
to extinguish It with a European trip. 

For anyone who has followed the 
quirky relationship between the ca­
reer politician rrom Arkansas and the 
Harvard-proressor-turned-polltlclan, 
this marks another In a year or memo­
rable, tr sometimes tense, exchanges 
between two pioneers or the Demo­
crats' moderate wl~ 

But as Ointon enters his second 
year, the retatlonstilp looms as per• 
haps the most Important ooe Olntoo 
has with any member or Congres. 
Moynihan, as chalrman of the com­
mittee that oversees health and wel­
fare, has emerged as the president's 
most Important ally - and, potential­
ly, his most troublesome tormentor. 

It ts no wonder that White House or­
llclals say they have Invested more 
energy In appeasing Moynihan -
from presldentlal phone calls to get• 
Ung jobs for Moynlhan's allies to tun­
neling tunds to New York - thao al­
most any or his colleagues. 

Moynlban's recent remarks sent a 
shiver throUgb the White House. But 
In ract. they llt neauy Into a pattern 
that began weeks alter Olnton's elec­
tion. with Moynlban's tart obselvatlon 
that he CO\lld hear rrom Uttle Rock 
the "clatter or campaign promises be­
Ing tossed out the window." 

Moynihan declined repeated re­
quests ror an Interview. White HOIISe 
omclals, anxious to avoid a rift, were 
Intensely cautious lo dlscusslng some,. 
tM'l?, thJ1t has cau.<;ed resentment In 

'1be relallon.$hlp Is very good." as­
serts Ointoo senJor adviser George 
Stephanopoulos, who spoke to Moynl· 
ban last Friday night In what other 
aides said was an attempt to push 
Moynihan Into being supportive In his 
Meet the Press appearance. Instead, 
the senator called for a Whitewater 
special CO\lnst.l. 

Asked his reaction to Moynihan's 
remarlts on the SUnday show, Ste­
pbanopoulos, who had dinner with 
hlm again that evening. responded: 
"He's a very smart man who Is often 
mlsundemood." 

Moynlhan's defenders say there•s 
DO personal animosity. 

"He's at a slage or ltre and career 
where he's 110tng to say what he 
thinks, and thank God ror that - he's 
a virtuoso," says Sen. Joseph Ueber• 
man. D<:onn. "He disagrees with peo­
ple he talks to rrom time to time rrom 
the administration, but I don't tbJnk 
there's personal animus here." 

Others Insist Moynlhao Is detlber• 
ately seeking to rorce Olnton to ~ 
nlz.e the polltlcal realities or the Sen­
ate Finance Committee, where 
Democrats bold a tbJo 11-9 margin 
which requires !be chairman to fasb­
lon compromises on such dlv1slve • 
sues as health care. And It doesn't hurt 
ror bJm to demonstrate some lndepeo­
deoce from the presldeat. 

Lawrence O'Donnell, Moynlban's 
closet adviser, says the senator's ca.II 
ror a spedal counsel was meut only 
as a help: "It comes trom someoae 
who's been In Washington for 30 years 
and seen a variety or1hl.ngs untold. He 
gives his experienoe to tbe presideat 
ror free ... And that's what be Int 
came to Washington to do, to advbe 
the pre;ldenl" 

It Is tempting to draw ~ cooclu­
slons about the relabonshlp wttb ClJD. 
ton and MoYDJban. At Int 11B,Doe. It 
appears the result of fr1d1oo between 
someone who bas spent a Ille being 
schooled In Washington government 
and a newcomer, 25 ~ Moym. 
han"s Junior, Who succeeded by attack• 
Ing the Institutions that have been 
Moynlban's ltre. 

Many or the suggest1om - 110 mat• 
ter how undlplomatlca.lly put - are 

not bad advice. '1bere are Issues 
whlch Pat Moynihan has reason to be­
lieve he knows more abOllt than any• 
one helping BUI Olntoo." says pres!• 
dentlal scholar Stephen Hess. 

Said Analyst Wllllam Scbnelder: '1 
think what Moynihan Is trytng to do Is 
save Olntoo from hlm9elf." 

Indeed, MoynJbaD remarked Oil 
this when asked about bis threat to 
hold health care hostage to rorce the 
administration to act on welfare: '1 
think we have their attention.• 

This bas been. rrom the swt. a 
complicated and sometimes dllllcult 
relationship, accordJng to col.leagues 
of both men. It was hurt badly wl!eo 
an anonymous White House aide was 
quoted lo Time after Eledloo Day 
saying !be aclrnilmtratloo WW "roll 

right over" the new dlalrman. 
Olntoo called to apologlz.e; Moym. 

han aides say be accepted It Yet, Ger• 
gen noted that the eveat left "lcar tt,. 
sue that has sfnce disappeared.• 

U Moynihan really forgave Olllton, 
It was not lmmedlalely apparent He 
called 01ntoo ec:ooomk eslimales 
"fanlasy" and bended !be admlnlstra­
tioll consideration of Social Security 
cost-of-living cu1s a "death wish.• 

Mand)' Gnmwald, tile polttk:al coo­
sultant who wons ror both Olotoo and 
MOYlllhan. says sbe tll0\lgllt any coo­
cem about tensloos was UD.founded. 

"Presldeat Olotoo tblnb tllat Pat 
Moynlban's ooe of Ille smartest people 
be ever met. And Pat Moynihan 
tlllna Presldeat CIDtllCl wtD be the 
best president be's ever served.• 
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Papers froll_¼Foster's office draw 
missing m~ia into Whitewater 
By Joyce Price 
TMl'Ht.$HHl1'0NTIWI.I 

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 or Time and Newsweek. 

But a month ago, a person would 
have been hard pressed to find any 
repons about the Whitewater Devel• 
opment Corp., a failed Arkansas 
land deal in which the Cllntons in• 
vested, or Madison Guaranty Sav­
ings and Loan Association, a failed 
thrift owned by Whitewater partner 
James 8 . McDougal 

Before last month. only The Wash• 
inaton Ti mes and The Washington 
Post had reponed regularly on the 
growing controYersy. 

The Washington newspapers ex­
posed details in the matter after the 
disclosure III October that the Res­
olution 1\-ust Corp., the federal 
agency that disposes of failed S&u, 
had asked the Justice Depanment ID 
investigate Madaon Guaranty. 

As Time writer George Church 
says this week in •Scarchina for the 
Missing Pieces," the maguine's 
four-page repon: "The press and 
televuion paid almost no attention 
until recently and then largely be-

r 

cause it developed that a file relating 
to Whitewater had been removed 
from theofTiceofWhite Housecoun· 
sci Vincent Foster after he commit· 
ted suicide last July." 

The Washington Times' Jerry 
~per broke the story Dec. 20 about 
the removal of the Whitewater files 
from Mr. Foster's omcc. Mediascru· 
tiny of Whitewater and Madi.son has 
since intensified. 

"A story isn't really bl& until tele­
vision picks it up, and television dis­
co--ered this story around Cllrist• 
mastime ," said Robert Lichter, 
founder and CXH!irector of the Cen· 
ter for Media and Public Affairs. 

He said most news oraanizations 
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 Ointonsl said they lost money 
and nobody &lined." he said. 

"So If nobody gained, why don't 
they want ID talk about it? A CO\!el'UP 
of hiaher-ups is suaaested. ... When 
it became a White House coYer-up 
story, television latched onto IL" 

Like Time's Mr. Church, Mr. Lich· 
ter said the repon that files were 
removed from Mr. Foster's office 
waa the catalyst for wide coYerage of 
Whitewater and Madison. 

Tim Graham. the associate editor 
of MediaWatch, a conservative me­
dia watchdog newsletter, said the 

Ointons can thank the "'lrooper­
aate" scandal for · aetting White­
water on television." 

Network reporters played down 
two Arkansas state troopers' accusa­
tions of womanwna by President 
Cllnton and pointed 10 the White• 
wa ter-M.adaon conlrOYersy a.s an is­
sue that wan-anted closer scrutiny, 
he said. 

Mr. Graham dismissed arsu• 
ments that the controVeny's com• 
plexitY was a nutjor reaaon the me• 
die ignored it. " Iran-Contra was 
complic.aied. but that didn't stop any• 
body." he said. 

Katherine McQuay, spokeswoman 
for NBC-TY. said her network aired 
repons on Whitewater and Maduon 
"1oin1 back ID ~tember ... but no­
body WU payina attention." 

But Mr. Graham said he has 
tracked media covenae or White­
water and Macliaon and that NBC 
"did its first story on Whitewater No­
Yenlber 11. That wu 12 days after 
The WubiJll1l)n Post" reponed the 
RTC request for a probe of Madison. 

It WU alao seven days after 1be 
Times reported that the ClintolUI 
were acti~ partnen in Whitewater's 
management and that Hillary Rod· 
ham Clinton had aou.aht power of at• 
tomey o....:r the "l:nture. The Clln· 1 
tons had said they were only passive 
partners in the deal 
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White House Redirects 
Focus From Land Deal j 
To Rest of Its Agenda 

ByDIID&II ,._,.,._ ...... 
After I frenzied week of White­

water damaae control, the Clintoo 
White House on two continenta 
tried to affect an air of nonnaky 
yesterday. 

In Moecow, White House ofliciak 
attempted to redittct interest to 
President Clinton'• foreip poliey 
and hia meetinss with Russian Prn­
ldent Boria Yeltsin. In Washinaton, 
senior advisers who had spent the 
week arapplina with whether to uk 
for a special countel to inveatipte 
Whitewater happily took a renewed 
vr,w o( silence on the isslle. 

"I'm not aoinl to answu any more 
questions about it." one adviter said 
yeste.rday. Why not? "Special COllll­
ael.. be replied. 

Even u the Justice Department 
searched for aomt00e to bead the 
new investiptioa, the word "White­
water" was virtllally baMed from the 
lexicon of White House aide&. "Ev­
erythina is in the Justice Dei,art• 
ment's court." one official said. 

The decision to aeelt • apec:ial 
COWllel, however. did nothina to an­
lftf the tubstanliff questioaa IMIC• 

roundin& the Clintons' putnenhip iD 
the Whitewater Development Corp. 
oc the relatiomhip between the land 
cleYelopment firm and the failed 
Madilon Guaranty Savinss & Loan, 
whic:b wu owned by Jame$ McDou­
pl, the Clintons' business partner. 

It will take more than White 
H0111e ta1kina pOinta to put the issue 
to rat, but Wednetday's decisioo by 
Clinton to uk Attorney General Ja­
net Reno to appoint. special countel 
provided the circuit breaker the 
White H0111e was loolcina for to shift 
tbe focua of the lto,y and prtvellt it 
from overwhelmin& everytbina elae 
Clintooisdoin&, 

Tbe official word yesterday was 
that the White House - back 
worlan& at full speed on thinas like 
health care. w-.lf, ,... •5•~- · · 

r - --:~~- -f"-••..,.•• ~"c 
of the Union Address. 

"Thinp were ,ettina done, but 
probably not at the pace anyone 
would have liked,• said one aide. 

The arowina clamoc foe a specw 
counsel. which came not just from 
Republicana or the media but from 
Democratic eenaton this wee.k, 
pinned down top White House aide• 
and created a - of inevitability­
even if it wu a1ow in comina. Offi­
cials delcribed Tuetday as tense, 
Wedneeday u limply chaotic. 

Senior adviser George Stephano­
poulol, new White House Deputy 
Chief of Staff Harold Ickes, senior 
adviler Bruce Lindsey and othera 
who were left here to deal with the 
meal while Clinton and the bulk of 
the staff beaded for Europe had time 
for little other than Whitewater. 

Tbe proc:aa of decision-makin1 
wu complicated by time IOllt differ­
enc:ea, Clinton'• frenetic acbedule of 
meetiDp. speeches and photo oppor• 
blnitiet abroed-and by the reluc­
tance ol the presideGt and Hillary 
Rodbam Clinton to accept the need 
for a apec:ial countel to examine their 
put financial affail'I. 

By Tlle9day there wu a comensu• 
In Wubin&too that the prealdellt had 
to change bil opinion and ask Reno 
to appoint • apec:ial c:owiael. not be­
CIUle they believed it WU justified, 
but iD the words ol ooe adviser. be­
ca111e "tbe diatraction factor became 
sufficieflt that you say the beck with 
it.• Bat Clinton was not ready to 
yield until Wednelday. 

Clinton'• irritation with White­
water's intrusion on Ilia lint trip to 
Europe WU evideftt Wednelday, first 
wbeo be upbn.ided an NBC reporter 
for aakin& only about Whitewater, 
and later when be 1ot a question 
about the special counsel durin1 a 
newt coaf~ ill Kiev. 

The questiolls won't ao away, but 
White Home officiall believe for 
now, at least, they can point to some­
one elae to answer them. 

,;# .i" oeli,., 
"""' u1nlMI in M-. eo11trihted 
lotlti.srrpo,t. 
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