By MARK HELPRIN

Now that the bloom is off the rose, the
White House oracles are thumping their
naked tails in unison to protest that White-
water is political. Surely they deserve the
Nobel Prize for the discovery that political
scandals have a political component, and
if they continue their researches perhaps
thev will also learn that the measure of a
scandal is not the material of scandal itself
but the political dynamic of which the un-
folding scenario is but an expression.

Though liberals hallucinate much about
Watergate, Richard Nixon was forced to
resign because he was the first American
president to lose a war. The rest was
merely the instrument of the underlying
forces, a shadow play. By the same token,
Iran-Contra was a result of the complete
isolation of Republican political fortunes
in the executive, an island in a tide of De-
mocratic power that threatened to wash
OVer it.

The corruptipns of Whitewater are like
the fruit of a richly bearing tree, and
it seems that every day a new dead
hand rises from a misty Arkansas
lake, but they are not the true mea-
sure of Whitewater. Whitewater
flourishes only because the Clinton
administration is condemned to rest
in a politically short-sheeted bed of
its own making.

What a bad idea to begin a mes-
slanic presidency with only 43% of
the popular vote: less than polled by
Willkie, Dewey, Stevenson, Nixon,
Ford and Dukakis when they lost.
And of that 43% many were unaware
of Hillary hiding in the bushes to the
left of the candidate, like the 900-
pound boyfriend of a voluptuous girl
hitchhiker. As soon as Hillary got
into the car, she bumped out all but
the president's core constituency,
the 25% to 30% who will be with him
to the end.

You would think that with such a
narrow base the White House
“Hillarys" (highly inexperienced
left-liberal academic righteous yup-
pies) would have trodden carefully.
But they did not, for their abiding -
faith in the power of their own intelligence
10 manage the unmanageable amounts to
nothing more than abject stupidity. and
they acted accordingly. No president in liv-
ing memory has exulted in his victory with
the same immodesty, the immediate pun-
ishment for this being that the early Clin-
ton administration came to resemble a sci-
ence fiction character who ages 50 vears in
less than a minute.

They were blinded to their limitations
by the slavish obedience of a press that,
tempting the fates. portrayed the Clintons
as saviors, saints, and divine beings, liter-
ally with angels’ wings. And though flack-
ery is just a rubber band—the more you
stretch it out, the harder it snaps back—it
did the impossible. It quintupled the arro-
gance of the most arrogant people in
America, a triumphalist coterie of gradu-
ate students who accord to the hard left the
same uneasy respect that most people re-
serve for the clergy, and grow teary- eved
over bats, squirrels and caribou as with
barely concealable pleasure they sacrifice
whole regions of rednecks.

This is not merely the arrogance of vic-
torv and of wouth, but of lawvers.
Lawvers, like undertakers, meddle deci-
sivelv in evervone's business, but only af-
ter it fails. Most are redeemed by under-
standing that their power comes from this
peculiar circumstance, but Clintillians
seem to think it comes from a Christ-like
giow within themselves. Is it surprising
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that they believe their first task is to heal
the sick? And that to do so they need only
redesign the country after they have given
it “meaning," banished its greed. and put
it on the information superhighway to lap-
top heaven? They are the missionaries,
and we are the Hottentots.

Not everyone in this group is as callow
as the president’s media director. who told
the Journal last vear of his pians for ** *BC-
TV, " Bill Clinton. on TV, 24 hours a day.”
And not everyone is a networked crony or
a token Zoe or a chicken tvcoon, all put in
place (if not yet confirmed) in the most in-
competent explosion of patronage since
Caligula appointed his horse.

For at least half a dozen grown-ups
have agreed to help Bill Clinton, mostly
eminent retreads who in their days of glory
were Carter's Little Liver Pills, and who,
even now, after all these years, still move
about on little marshmallow feet—Les As-
pin, impotent even at his own specialty of
gutting the military; Warren Christopher,

breaking into every foreign garden and
running away when the dog barks; David
Gergen, hand welded to the ejection lever;
Donna Shalala, praying that at the next
state dinner she won't be seated next to
George Hamilton; Lloyd Cutler, happy but
worried, as if Neil Diamond had been
asked to conduct the Berlin Philharmonic.

Even the grown-ups cannot save Bill
Clinton from himsell, if only because they
cannot have any idea of how to carry the
quicksilver from the flames. Granted, in
questions of sincerity the president is per-
petually condemned to be upstaged by his
vice president, though for the country's
sake let us hope that Al Gore is not as sin-
cere as he appears to be, for with sincerity
like his, who needs fraud? Fraud is what
Whitewater, and the administration, are
all about: fraud—pious, tawdry, financial,
sexual, political, plain, simple and habit-
ual.

Fraud. Somewhere between the core of
the left and the 43% plurality that made
Bill Clinton commander in chief are the
American voters who thought they were
supporting a “New Democrat’' and wound
up instead with a slightly more buttoned-
up version of the Village People. Boris
Yeltsin, who ought to know whereof he
speaks, calls Bill Clinton a “'socialist,” and
General Jaruzelski, the former military
dictator of Poland, looking more than ever
like one of the three blind mice. says that
ne still retains the values of the left and

that, "*Actyally, in Clinton's program I see
elements I like a lot."

Fraud. Thomas Mann of thé Brookings
Institution states that **‘We would be con-
demning him if he didn’t pull back [from
his campaign promises|, because he would
be an irresponsible president.” That is.
the president had to lie to vou for vour own
good. The president lies responsibly. Not
only does he remain morally superior
when he lies, his lying actually makes him
morally superior. This goes beyond the
normal corruptions of American politics
onto the airless and unfamiliar plains of
lotalitarianism.

Fraud. In a wonderful reversal of Boss
Tweed's immense public outlays for
“Brooms, etc.,” the president tells the
New York Times that he does not want a
congressional inquiry into Whitewater be-
cause "it would not be worth the money it
would cost.” He doesn't want a congres-
sional inquiry into Whitewater, because he
wants to save momey, Does the president
think he leads a nation of idiots?
The answer is yes, but he is just
cautious enough to speak indirectly,
when, of his wife, he says: "'If the
rest of the people in this country—if
everybody in this country had a
character as strong as hers, we
wouldn't have half the problems
we've got today."

These are not the words of Louis
XV1, Juan Peron, or Nicolae Ceaus-
escu, but of the president of the
United States defending his over-
bearing wife by insulting the rest of
the country. Had a Republican pres-
ident said this, he would have been
put in the ice cream case within min-
utes. Nor has any president of sound
mind and body ever had the temer-
ity toinstall the first lady in a virtual
co-presidency in which she stalks
about the country giving speeches,
appears before Congress, super-
vises at least one cabinet depart-
ment, and is the chief of his (her?)
administration's most ambitious
initiative. Though in Whitewater
mode it is to the Clintons' advantage
to dismiss this with offended inno-
cence, they and their supporters have been
trumpeting it for more than a year.

The president has reinvented govern-
ment, and the United States of America
now has not one chief executive, but one
and a half. This rather profound change is
not the result of a constitutional amend-
ment or even informed debate. It just hap-
pened. It has embarrassed Congress and
escaped the condemnation of an anes-

thetized press. It is the solid and identifi- -

able core of an otherwise mercurial cloud
of hubris, arrogance and petty corruption.
It is the ultimate expression of the nature
of this presidency, in which the rules exist
only for everyone else, because the work of
the elect in remaking the world is too im-
portant to fetter with laws and truth.
Were it not for the fact that the presi-
dent's own party dominates Congress, the
press, the universities, public education;
Hollywood, publishing, local and state gov-
ermnment, the unions, and bureaucracies
everywhere, the assumption by Hillary
Rodham Clinton of the powers of an office
to which she did not accede would be a con-
stitutional crisis. It should be a constitu-
tional crisis. But it is not. It is, instead.
sublimated in scandal. It is. instead. the
driving force in the conflict of which
Whitewater is but the instrument. the
mere expression, and the shadow play.

Mr. Helprin. a novelist, 15 a contributing
editor of the Journal,
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i Even Dems
' Wonder Who /
We Elected

Breaur said . . . Mrs. Clinton will be as
popular as ever, ““tchen they find out what
really happened, if nothing happened.”

—Sgx. Jous Breavx (D.. La) on
Whitewater, quoted recently by the AP

Mr. Breaux, keep in mind, was trying
to defend President and Mrs. Clinton on
Whitewater. Yet even he couldn't resist
adding a caveal, jusl in case.

That about sums up what Whitewater
has done 1o the Democratic mood. which
ranges from terror to mere anxiety. Re-
publicans are hogging the microphones
in public, but what's more revealing is
what Democrats are whispering in pri-
vate. They're as jumpy as defendants
before a mercurial judge. What'll happen
next? What line will they have to de-
fend? Press conferences notwithstanding
(this column was written before last
night’s), it says something about this
president’s character when even Democ-
rats aren't sure how much to believe
him.
A vanishing species here is a Democrat
who will flat-out defend the Clintons. Sure,
every Democrat will repeat the by-now-
cliched irony about Al D'Amato as GOP
ethics czar, or rip the bloodthirsty press.
But one prominent Democrat claims to be
the 25th called by a TV network to talk
about Whitewater, everyone else having
declined.

Friends of Bill, once treated as
celebrities on Capitol Hill, are now get-
ting the treatment. When Patsy Thomas-
son, charter FOB. testified about the
many White House aides without security
clearances, no Democrats came 10 her de-
fense. Two weeks ago the party line was
no Whitewater hearings: this week the
House agreed to them after one of its
grown-ups. Indiana's Lee Hamilton. said

| Potomac Watch
By Paul A. Gigot

thev were a good idea. Hill Democrats
hate the idea of hearings, but they fear
the GOP taunt of “‘coverup Congress”
even mare.

Ted Van Dyk, -another Democratic
grown-up, says that “‘people like me who
care about the party are beside ourselves,
because vou can't have a failed presidency
in the middle of the second year," He wor-
ries this will be the outcome without full
disclosure by the White House.

That fear may be overdrawn. but it
does illustrate how little residual trust this
president can now count on. When Ronald
Reagan stumbled over Iran-Contra, he had

Clinton 1s instead “'a high-wire act,” says
a Demoerat who worked on his campaign.
“There 1s no safety net.”" If he slips over
Whitewater, he'll hit the bottom of the
pool.

his political base to cushion the fall. Mr. |

\ One explanation for this, says iconc-
clast Rep. Tim Penny (D., Minn.). is “'the
| old adage: He's neither fish nor fowl.”
| Neither party liberals nor moderates. as
| writer Joe Klein has also observed. feel he

| is completely theirs. *‘He seems 10 express |

| solid and admirable principles,”” savs Mr.

| Penny. adding that he sees no evidence |

that Whitewater will amount to much.
“But there are so many contradictions.
| and as a consequence it isn't easy for De-

mocratic legislators to stick their necks out
for him."

Congressional Democrats have also
Jearned that the real powers in the Clinton
world are the longtime FOBs-"the
Arkansans and Oxford-Yale crowd,” says
one Clinton adviser. Leading Democrats
are consulted, but they aren't confidants.
And GOP Rep. Jim Lightfoot, an lowan of
moderate bent, says he doesn't know even
a single Republican in Congress whom Mr.
Clinton "is friendly with.” The result is
what another Democrat calls *'a marmage
of convenience'" between Mr. Clinton and
Capitol Hill, "*not of passion."

But the deepest cause for unease is the

his character. Who is
this fellow we elected,
anyway? In 1992 we .
discovered the policy &
wonk, the gifted pol, &>
and, even his friends °
now concede, the phi-
landerer. But the
multitude of stories
we now call Whitewa-
ter is revealing an-
other side—the fa-
vorite son of an
Arkansas business-
political oligarchy, the pal of such unsa-
vory types as drug convict Dan Lasater.
Even more so in the case of Hillary Rod-
ham Clinton, who we now know was doing
more in the 1980s than raising money for
the Children's Defense Fund. Whitewater
has shown she is also a power politician. &
lawver who overlooks conflicts of interest.
and even a high-flier in cattle futures

i S

Bill Clinton

Clinton meant when he called Whitewater
charges “'bull").

Perhaps none of this would matter if the
Clintons had left it all behind in Little
Rock. Harry Truman managed to shed the
baggage of the St. Louis Pendergast ma-
chine as president, after all. But far from
shedding the Arkansas political culture.
the Clintons have brought it with them.
complete with cronies. a mind-set for cut-
ting ethical corners and the arrogance that
often comes from governing a one-party
state.

third-rate burglary, Whitewater has be-
come more than a two-bit land deal. It's
now a metaphor for this president's char-
acter. And far from being overzealous. the
media (me included) that fell too easily for
Whitewater stonewalling in 1992 have a
duty not 1o be fooled again. Even many De-
mocrats seem Lo understand that White-

| water is about discovering who we really |

| elected.

mystery of this president’'s Achilles' heel.

{maybe her $100.000 profit is what Mr, |

Just as Watergate became more thana |
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Clinton Offers
Calm Defense \/
On Whitewater

News Conference Follows
Misconduct Accusation
Made by GOP's Leach

By Jermeey H. Bmvaum
And KENNETH H. Bacox
Staff Reporters of THE WaLL STREET JOURNAL

WASHINGTON — President Clinton
calmly defended the propriety of his con-
duct in the Whitewater real-estate invest-
ment.

The president’s defense, made during a
televised news conference last evening,
came just hours after a Republican con-
gressman made the harshest charge yet in
the Whitewater affair: that federal offi-
cials tried to cover up evidence suggesting

that the Clintons' Whitewater investment
had benefited from savings-and-loan |
fraud. |

Mr. Clinton
said he knew noth-
ing about the
charges, by Rep.
Jim Leach of
lowa, and denied
in great detail that
he and his wife

any diversion of
funds to him or his campaigns by the
savings and loan. !

The only concession he made was that
the nearly $69,000 loss that an aide of his
once said he incurred in the investment
was overstated by 522,200, making the
actual loss $46,800. He said he would prove
the point by releasing his tax returns today
going back to 1977 and asking his personal
attorney, David Kendall, to brief reporters
about them,

Mr. Clinton’s willingness last night
to answer a barrage of questons about
Whitewater and its ties to Madison Guar-
anty Savings & Loan contrasted with his
lesty reaction in previous weeks to re-
porters’ queries about the investment.

Mr. Clinton said he hoped the news
would help put Whitewater behind him and
allow him and his administration to move
forward with its many policy initiatives,
ranging from health care to anti-crime
legislation. “What matters is we're chang-

TP 7 Semea— e n_——.

L

LR

President Offers a Calm—I_)_efense

On Conduct in Whitewater Case

Continued From Page A3

ton refused to say it was a mistake to go
into a 50-50 investment with James McDou-
gal, who later owned Madison, even
though Mr. McDougal put up most of the
money. He called it *'a perfectly honorable
thing to do."

In other Whitewater-related remarks,

* Hillary Rodham Clinton has been
wrongly accused of a conflict of interest
when she represented Madison before an
Arkansas state regulator. “'She believed
there was unethical about it," he
said. and also cited expert testimony say-
ing “'she is getting a bum rap."

* Deputy Treasury Secretary Roger Alt-
man checked with his agency's counsel
before briefing White House aides about
the investigation by the Resolution Trust
Corp. into Whitewater and Madison Guar-
anty. But he added, "I think that we
weren't as sensitive as we should have
been" to the appearance of meddling into
the actions of an independent agency.

® Associate White House Counsel Wil-
liam Kennedy had made a mistake when
he failed to pay Social Security taxes on a
nanny. and has been reassigned as a
result. But he also praised his friend from
Arkansas for being a valuable employee.

During the 35-minute news conference,
Mr. Clinton fielded 17 questions, only three
of which weren't about matters related to
Whitewater. The event, which was only the
president’s second prime-time news con-
ference, came after Rep. Leach took to the
House floor for nearly an hour.

Mr. Leach charged that senior regula-
tory officials . .!i=. “his year urged inves-
tigators to soften a case asserting that the
Clintons' Whitewater partnership contrib-
uted to the insolvency of Madison Guar-
anty. :

But later, one of the primary people Mr.
Leach said had pressured the investiga-
tors categorically denied the charge.

The lawmaker said officials in RTC
headquarters here took steps to influence
the investigation being conducted in the
RTC's Kansas City office. He highlighted
one conversation between Washington and
the field office that occurred last Feb. 2,

the same day that Deputy Treasury Secre-
tary Altman, who is the acting RTC
chief, briefed White House officials about
the case Involving the Little Rock thrift.

To support his charges, Mr. Leach
released notes made by Jean Lewis, a
senior criminal investigator in the RTC's
Kansas City office. of a Feb. 2 conversation
with April Breslaw, an RTC attorney
from Washington.

“April stated very clearly that |Dep-
uty RTC CEO Jack] Ryan and [RTC
General Counsel Ellen] Kulka, the ‘head
people’, would like to be able to say that
Whitewater did not cause a loss to Madi-
son, but the problem is that so far no one
has been able to say that to them," accord-
ing to the memo. *'She felt like they wanted
to be able to provide an ‘honest answer’,
but that there were certain answers that
they would be happier about, because it
would get them off the hook.”

Reached last night, Ms. Breslaw said.
"I categorically deny the statements that |
am accused of making. | never said lo
anyone in Kansas City that Washington
would like any particular factual or legal
result,” She dismissed Ms. Lewis's ac-
count as a “‘complete fabrication.” Ms.
Lewis couldn't be reached for comment
last night.

In his speech, Mr. Leach said that
Whitewater was “"used to skim, directly or
indirectly, federal insured deposits" from
Madison. In her notes on the conversation.
Ms. Lewis said that “'it is my belief that the
losses to Madison from the Whitewater
account alone would easily exceed $100.-
000" because she had been able to docu-
ment $70.000 of losses during just one
six-month period.

Mr. Clinton got most animated when he
was asked if the Whitewater controversy
was eroding the moral authority of himsel(
and his wife. “Absolutely not. Absolutely
not,” he insisted. ‘‘People should not be
able to raise questions and erode people's
moral authority in this country . . . [ know
what the facts are, and I'm giving you the
facts on this."”

ing people’s lives," he asserted.

But the questions at the session repeat-
edly returned to Whitewater, a failed real-
estate development in northern Arkansas,
Despite the swirling controversy, Mr. Clin-

Please Turn to Page A4, Column 5

THE WALL STREET JOURNAL FRIDAY, MARCH 25, 1994




PR

o Business and Finance

| HE WHITE HOUSE is set to pro-
pose tough rules regulating in-
door air guality, severely limiting
smoking at work. The plan, to be un-
veiled today by Labor Secretary
Reich, would also eliminate smoking
in restaurants and bars except in de-
signated areas where food and drink
aren't served. The proposal is another

huge setback for tobacco companies.

{Article on Page B1)
* - -
_ Stocks and bonds were battered by
. domestic and global political worries.
, The Dow industrials tumbled 48.37 to
. 3821.09 as investors awaited Clinton's
news conference and reacted to the as-
sassination of a Mexican presidential
candidate and tensions in Korea. The
dollar fell. The 30-year Treasury bond
lost nearly % point to yield 6.95%.

The U.S. established a $6 billion
swap facility with Mexico, giving the
country the ability to support the peso
when its currency markets reopen to-
day. Mexico closed financial markets
in the wake of the assassination. Its
stocks and bonds fell sharply in global

trading before recovering somewhat.

(Articies on Pages C1 and Ad)

" - *

Grumman directors authorized the
defense-electronics company's man-
agement to enter into limited discus-
sions with Northrop, which made a
hostile offer earlier this month.

(Article on Page AJ)
- - -

GE Capital launched a proxy battle
against Kemper, seeking to replace
four Kemper directors and pressure
the firm to accept a $2.2 billion take-
over bid. GE's move puts Kemper's
fate in the hands of shareholders.

be sold, albeit at a higher price.
(articie on Page AJ)
- * *

Nynex n~vead to union demands
that will tu.ce 1t to take additional
charges of $1.3 billion to sweeten sev-
erance terms for cutting 16,800 jobs.
The move comes on top of $700 million
in charges the regional Bell company
has taken to make those job cuts.

(Articie on Page B2)
- -* -

Time Warner adviser Aboodi is in
talks with the SEC to avert charges of
insider trading in Time stock, people
familiar with the investigation said.

{Article on Page B1)

* - -
UAL and its unions negotiated an

i agreement on a proposed 85 billion

buyout by employees, according to in-
dividuals familiar with the deal.

[Article on Page B)

- - -
U.S. officials overturned a soft-

Many of them believe Kemper should

What’s News—

- -

USAIlr’s ratings on $2.9 billion of
long-term debt were cut by S&P, which
cited competition by low-cost rivals.

(Articie on Page B4}
* - *

Philip Morris filed a $10 billion law-
suit against Capital Cities/ABC and
two employees, escalating the corpo-
rate backlash against investigative re-
porting by television newsmagazines.

{Articie on Pape B12)
- L 3 -

OPEC's oil ministers opened cru-
cial talks on production levels with a
near consensus that oil prices will fall
further if they don't reduce output.

(Article on Pape A2)
- * -

Markets—

Stocks: Volume 303,742,210 shares. Dow
Jones industrials 3821.09, off 48.37; transpor-
tation 1706.03, off 18.98; utilities 204.06. off
2.44.

Bonds: Lehman Brothers Treasury index
5269.68, off 36.62.

Commodities: Oil §15.08 a barrel, up 18
cents. Dow Jones futures index 145.28. up
0.58; spot index 132.60, up 0.07.

Dollar: 104.55 yen, off 1.70; 1.6655 marks,

*

off 0.0147.
World-Wide l,

MEXICO MOURNED Colosio, whose as-
sassination touched off a political erisis.
The slaying of the ruling party's presi-
dential candidate, who was favored to win
August elections, was an added blow t0 a
government rocked by a peasant revoit and
the kidnapping of a prominent businessman.
A spokesman strongly denied there had been
any discussion about a new candidate or
about President Salinas possibly postponing
the election. A provision in the constitution
excludes many possible candidates, and
others are flawed. (Article in Column 6)
Police said a man detamed after the
Tijuana slaying has confessed, bul gave
no mdication of his motive. His gun was
onynally purchased m the U.S.
- -

-

CLINTON PRESENTED his Whitewater
defense in a televised news conference.

The president calmly argued that there
was nothing improper about his conduct in
the real-estate investment, and said he
would release tax returns going back to 1377
to prove his point. Earlier, GOP Rep. Leach
charged that federal officials tried to cover
up evidence suggesting the Clintons’ invest-
ment had benefited from savings-and-loan
fraud. Clinton said he knew nothing about
the charges. (Article on Page A3)

Clinton conceded that an aide had
overestimated by $22,200 the size of the
loss he and Hillary Rodham Clinton tn-
curred on their Whitewater tvestment.

* *

* - *

Israeli and PLO negotiators said they
were close to an accord on Palestinian
security in the West Bank and Gaza Strip.
raising hopes that stalled peace talks may
soon resume. Meanwhile, at least 41 people
were injured as Palestinians fought Israel
troops in protests over an Israeli siege of a

ware patent that appeared to give a | Hamas hideout in Hebron this week.

Tribune unit a monopoly over a tech-
nique used in multimedia programs.

(Article on Page B1)

Ny 5

- - *

The U.S. pullout from Somalia is set to be
completed today. The final 120 Army troops
are to fly out of Mogadishu and 1.100
Marines are to follow by ship. U.N. negotia-
 tors pressured leaders of Somalia's warnng
i factions to agree to a reconciliation meeting
y next month, but diplomats were pessimistic
| about prospects for ending clan fighting.

* - -

De Klerk said South Africa could take
steps, which may include sending in troops,
to ensure fair voting next month in the Zulu
homeland of KwaZulu. De Klerk spoke fol-
lowing a meeting with Mandela on KwaZulu.
South Africa has already seized two of the
apartheid-era black homelands that resisted
taking part in the first all-race vote.

L -+ -

The House passed a bill tightening dis-
closure requirements for lobbyists and cur-
tailing the gifts, meals, entertainment and
trips they provide lawmakers. The big mar-
gin of victory in the 315-110 vote surprised
supporters. The measure now goes 0 a
conference with the Senate, which passed its
own bill last year. (Article on Page A10)

- * -*

U.S. forces in Korea may be reinforced if
the U.N. imposes sanctions on North Korea.
Defense Secretary Perry said. A Pentagon
official said earlier the U.S. commander in
Korea was preparing recommendations.
Meanwhile, North Korean resistance to nu-
clear inspections is making South Korea
more hawkish. (Article on Page A6)

- - -

A gas pipeline exploded in northern New
Jersey, destroying eight apartment build-
ings and sending 2,000 people fleeing. Police
. said 2 woman died of a heart attack follow-
ing the blast early yesterday, and 58 people
were hurt. Fifty remained unaccounted for
yesterday afternoon, but police said no

missing-person reports had been filed.
-

* *

The Senate defeated a proposal that
would have made Medicare bear the brunt of
proposed new budget cuts totaling $26 billion
i over five years. The 63-35 vote means the

Pentagon and Clinton's domestic initiatives

may be squeezed. But Democrats warned

the Medicare cuts would hurt health-care
| reform prospects. (Article on Page A2)

- - -

Bosnian Serbs rejected a U.S. plan call-
ing for them to join with Muslims and Croats
\n a Bosnian federation, saying they would
try to unite with Serbia. Separately, U.N.
officials said Serb forces who hijacked a
convoy of aid supplies near Maglaj Wednes-
day forced U.N. truck drivers to walk across
a field they had been told was mined.

* - -

Thousands in Burundi fled the capital as
ethnic fighting intensified amid reports of a
coup by the Tutsi-dominated military. Mili-
tary and government officials denied the
reports. AS many as 1,000 people, mostly
members of the majority Hutu tribe, have

THE WALL STREET JOURNAL FRIDAY. MARCH 25, 1994
—_— — e

|

died in fighting over the past several days.
e——————————————



Transfers

From S&L
Are Cited

Leach Alleges
‘Skim* Operation

By Susan Schmidt
and Howard Schneider A 1
Washingion Post Sealf Wrrters

Rep. Jim Leach, the Re
publican leading the congres-
sional Whitewater probe.
yesterdav charged that ar
least $70,000 in depositor
funds at the failed Madison
Guaranty Savings & Loan
ended up in an account main-
taed by President Clinton's .
Whitewater real estate ven- I
ture.

Moreover, Leach said, a
Resolution Trust Corp. n-
vestigator who led a team
that uncovered the White-
water transactions was told
by an agency official Jast
month that “head people” in
Washingron wouwd be “happ:-
er” if thev could show tha:
the Clintons’ investmen:t
Caused no losses 1o Madiso:, \

“Whitewater may have be- !
Bun as a legitimate real e.-
tate veniure. but i1 came 10
be used to skum directly or
indirectly. federallv insured
deposits from an S&L and »
small business investmen:
corporation.” Leach said, He
said the independence of thr
federal regulatory system
has been “flagrantly violateg
in an effort to protect a sin.
gle American citizen.”

President Clinton repea:-
edly has said that the White-
Water venture was controlled
by his business partners,
James anc Susan McDougd,
the owniers of Madison Guar-
anty dunng the mid-19§

WHITEWATER. From A1\,

Last mght 1n a televised news con-
ference, Clinten said he was nel -
voived in “anv wav. shape or form” in
trIng to contamn the Whitewazer in-
vestigation

Leach (R-lowa), who released
documents he said support his alle-
gauons. said that internal pressures
on Whitewater investigators become
S0 miense as the findings of their
probe became public that some have
sought whistle-blower protection
from the RTC inspector general,
They want 1o be able to speak with
Whitewater special counsel Robert
B. Fiske Jr. without clearance from
therr supenors. Leach said.

“Courageously, Kansas City inves-
tigators refused to back the Wash-
ington position that Madison's losses
were unrelated to Whitewater and
pointed out to their superiors that in
one mtensely reviewed six-month
penod alone. approximately §70.000
was transferred from Madison angd
Madison affiliated companies to
Whitewater.” Leach said.

Documents released bv Leach de-
pict a trail of checks from businesses
owned bv the McDougais inro
Whitewater t5c bulh of them writ-

ten between September 1984 and
March 1985. The documents show
nine payments totaling around
$70,000 coming from seven sepa-

rate companies into Whitewater's

account. Madison failed in 1989 at
an estmated taxpayer cost of %6
million.

In a 45-minute statement on the
House floor, Leach presented :ome
of the findings of Banking Commut-
tee investigators who had been pre-
paring for a routine committee over-
sight hearing yesterday that
Republicans wanted to use as 3 fo-
rum to examune Madison and White-
water,

Leach's hearing was abruptly can-
celed this week by the Democratc
Commuttee chairman, Henry B. Gon-
zalez (Tex.), who has urged regula-
tors to reject Republican requests
for documents and told administra-
tion banking officials they need not
answer Whitewater questions.
Lea + said he 1s disturbed by *un-
pre - gented tactics,” procedural
moves and personal attacks, em-

! ployed to “keep the truth about Magd-

ison from emerging.”

In describing the RTC's handling
of the Madison case, Leach said that
L. Jean Lewis, the senior nvestiga-
tor on the RTC's probe of Madison,
was questioned by RTC senior attor-
ney April Breslaw at an unusua) Feb.
2 meeting, She was asked about the
findings of a probe mto an elaborate
check-kiting scheme at Madison in
whict the Whitewater real rstate
venture was believed to be a partici-
pant.

The session, at the Kansas City
regional office of the RTC, took
place the same day that RTC interim
chief Roger Altman met with top
White House aides to give them a
“heads up” on the Madison case.
That meeung and others have been
strongly criticized as con-
tacts because the RTC is supposed
to be an independent regulatory
agency and federal laws prohibit dis-
closure of the contents of crimunal
referrals.

In a memo released by Leach,
Lewis wrote that Breslaw told her
that the RTC's interim deputy chief,
Jack Rvan. and general counsel, El-
len Kulka, would prefer to be able to
say that Whitewater did not cause
losses to Madison. The real estate
venture mantained a Madison ac-
count that had been closely exam-
med by investigators and mentioned
in an RTC request that the Justice
Department open a crimunal invest;-
gation.

Leach saif that after Fiske's ap-
pontmen: «. January, “Washington
RTC officais imposed censorship
gwdelines n Kansas Citv RTC em-
plovees.” Washington officials insist-
ed on clearing all documents for-

| warded to Fiske, he said. and no
discussions with Fiske were permt-
ted without the preseine of head-
quarters’ officials.

Leach cited several previously ur
disclosed instances of what sore
lawyers and investigators in Kansas
City contend was improper mterfer-
ence from Washingion.

In one instance, lawver Julie Y.
da and nvestigative supervisor Ricn-
ard lorio filed a formal complaint on
Jan. 5 about Madison questions put
to them b a contract compliance of-
ficer looking into Madison-related
work performed for the RTC by the
Ruse 12w Firm of Little Rock. An
internal “e-mail” with notations from
several investigators suggests they
beheved the contract officers were

inappr tely seeking information
abol::.lpl ot?'l?gemsns of the Madison
crimunal probe;”

Breslaw, a senior attorney based
in Washington, hired the Rose Law
Firm to sue Madison's accountants
on the government's behalf in 1989,
Breslaw has been criticized by some
in the agency and in Congress for
brushing off other employees' con-
cerns that Rose had senous conflicts
of interest and should not have been
hired.

Rose lawvers, including former

partner Hillary Rodi..  Clinton,
represented Madison g the
mud-"8(.

Breslaw, who 1s still a n-- er of

the RTC team looking 1nto possible
civil claims against the Rose firm
and others, met with Lewss in Kan-
sas City on Feb. 2, according to
Lewis's notes of the conversation.
Through an agency spokesman,
Breslaw declined to comment.

“April stated very clearly that
Ryan and Kulka, the ‘head people’
would like to be able to s3y that
Whitewater did not cause a loss to
Madison. but the problem is that so
far no one has been able to say that
to them. She felt like they wanted to
be able to provide an ‘honest an-
swer' but that there were certam
answers that thev would be ‘happier’
about, because it would get them ofi
the hook....

“She asked how we could gettoa
clear-cut answer as to whether or
not Whitewater caused a loss to
Madison. | stated that as far as | am
concerned, there 1s a clear-cu
loss...." the memo says.

Lewis’'s memo said she told Bre--
law that losses to Madison from the
Whitewater account alone “would
easily exceed $100,000, given that
$70.000 had gone out of the accoun:
duning the six-month window tinie
frame” that investigators focused o,

Transfers to the Whitewater ac-
count at Madison were “essentially
unauthorized loans™ by James
McDougal, owner of Madison and
co-owner with the Clintons of White-
waler, the memo says. Lewis said
McDougal's partners in Whitewater
and other business ventures recen-
ng such transfers of funds “must
have concluded that McDougal was
making payments for their benefit.”
since the real estate ventures were
not bringing in cash but their mort-
gages and loans were being paid,

Altman and two other top Trea-
surv political appointees have been
subpoenaed by Fiske to testify be-
fore a grand jury investigating their
contacts with top White House off;-
cials about the RTC probe.

Altman has said he communicated
no substantive information about the
Investigation of civil claims ansmng
out of Madison's fajlure during his
Feb. 2 meeung with White House
deputy chief of staff Harold Ickes,
Hillary Clinton’s chief of staff, Mar-
g:ret Williams. and other White
House officials,

Treasury general counse| Jean
Hanson ha~ refused 1o comment on
what she communicated 1o Whitc
House aides. Stephen Katsanos. «
Spthe~=an for the RTC, said neither
Kulke  .van nor the agency would
have anyv commenr on Leach's alle-
gations.
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>resident Revises His Losses
In Whitewater by $22,000

orked on creating jobs and Improving
iucation for the chidren of my state.
very year | was governor, my wife . . .
we up her portion of partnership income
or work for the state] and instead, every
*ar gave an enormous percentage of her
e to public service work, helping chil-
‘en and helping education and doing a ot

other things, giving up a lot of income.”

Clinton appeared uncomfortable when
+ was asked about White House associ-
e counsel William H. Kennedy I, who
as reassigned after the disciosure that
* had failed to pay Social Secunty taxes
r hus nanny. paid some at the start of
‘€ admurustration under his wife's previ-
is name and paid the rest only in the
15t three weeks, after he feared public
sclosure.

“He has had a difficult ume. aie [ win
mvinced that he has done a lot of work
1at’s been very valuable for us,” Clinton
ud of Kennedv, the former managing
irtner of the Rose Law Firn “Hut !
unk he should not have done what he
«d, and | think he should fullv pav. He has
one that.”

During the opening statement. Clinton
oked as if he wanted to get past prelinie-
anes and into the main show, defending
mself, his wife and his team. "Coopera-
on, disclosure and doing the people’s
usiness are the order of the day.” he
ud. *1 and my administration will not be
istracted” by the ethics issues, he assert-
d.

Although the president's aides have lit-
tle hope that one news conference will
end his problems with Whitewater, they
had concluded that the erosion in his sup-
port had gotten serious. The news confer-
ence came after a month of intensive
news media focus on Whitewater and re-
lated issues, including the subpoenas de-
Livered to 11 admunistration aides, the fir-
ing of the White House counsel and a
congressional battle over public hearings
on the issue.

All of that has caused the president's
approval ratings to plummet 11 points in
a month, to a 47 percent rating. accord-
ing to a Washington Post poll released
this week. Another poll, by Times-Mir-
ror, had a similar finding. putting the
president’s approval at 45 percent and
disapproval at 42 percent, and attributed
much of that shde to Whitewster.

The issue, the poll concluded, “is sap-
ping public confidence in Bill Clinton.”
The survey found that the percentage of
Americans who think the Clintons are
guilty of some wrongdoing has increased
from 45 percent in Januarv to 67 percent
in March. but most still think any wrong-
doing was minor.

The telephone survey of 2.001 adults
also revealed increased criticism of the
amount of news coverage devoted to
Whitewater, a sentiment the White
House was hoping to tap into and expand
during the news conference.

Error Is Linked
To Confusion
Over ’81 Loan

President’s Account Fails
To Resolve Matter Fully

By Charles R. Babcock and Howard Schneider
Washingion Post Statf Writers

For two years, the Clinton presidential campaign and
then the White House have relied on a seven-page report
prepared by a Denver attorney as the documented proof
that Bill and Hillary Rodham Clinton invested and lost
$68,900 in the Whitewater land venture,

The figure has been repeated over and over again, ev-
er since the Clinton campaign released the Whitewater
report by James M. Lyons on March 23, 1992, Clinton
aides have refused to provide the documentation to back
up the $68,900 figure.

Last night, the president said the Lyons report was
wrong and that the loss was about $22,000 less than it
stated. But he did not clearly explain how that error oc-
curred.

The confusion stems from a $20,000 loan Clinton took
out in 1981 from a small bank owned by James B.
McDougal in Kingston, Ark. Hillary Rodham Clinton had
borrowed $30,000 from the same bank to build a display
home on one of Whitewater's lots in the Ozarks.

In the preparation of the Lyons report, payments from
the Clintons to that bank— The Bank of Kingston—were
all lumped together and counted as Clinton investment in
Whitewater Development, helping to build the amount
lost Lo $68,000.

In recent press reports, however, McDougal disputed
the amount of the Clintons' contribution. He said he did
remember Clinton borrowing $20,000 from the bank but
said the money was for personal purposes that had noth-
ing to do with his partnership in Whitewater.

The president said last night that he heard McDou-
gal's account and “started racking my brain to remem-
ber” what the money was for.

“By coincidence,” he said, he was reading a galley of
his late mother’s autobiography and was reminded that
he had helped her purchase a cabin in 1981—“something
that | had genuinely forgotten.” The proceeds of the loan
from McDougal's bank, Clinton said he then recalled,
went to purchase that house.

The president did not explain how the money he spent
on his mother’s house came to be included by Lvons as
part of his investment in Whitewater. But a White House
aide said later the president associated all checks written
to The Bank of Kingston with Whitewater because that
bank was the source of Hillary Clinton's loan.

In an evening dominated by discussion of Whitewater,
the president also said he planned now to release hus per-
sonal tax returns for 1977, 1978 and 1979, Reporters
have been seeking tax returns for months. Returns for
13980 through 1989 were released during his last guber-
natonal campaign in Arkansas, and others have been re-
leased since. The release comes after publication of a
New York Times story last week describing how Hillary
Clinton made $100.000 in risky commodities trades in
the late 1970s.

Clinton was atterney general of Arkansas from 1977
16 1979, and said he decided 1o release the earlier tax re-
turns so the public wouid have a ful! set of returns for the
years he has been in public office.

Clinton stressed last night that no funds from savings
and loans were mvolved in Wintewater. The 230-acre
Ozark mountain property was initially purchased with
two bank loans, totaling $202,611, for which the Clin-
tons and James and Susan McDougal jointly signed.

Whether funds from the Madison thrift were used 1o
pav off those loans is one of the main questions special
counse! Robert B. Fiske Jr. was hired to answer,
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Whitewater Losses;
To Reveal Tax Data

By Ann Devroy and Ruth Marcus

Washngton Post Sesll Wrsers

President Clinton last night re-
vealed that he had overstated his
loss 1n the Whitewater real estate
venture by more than $22,000, as
he methodically answered question
after question on the land deal and
other ethics problems that have
plunged his presidency into weeks of
CONtroversy.

Clinton also announced that today
he will release hus tax returns for the
years 1977 through 1979, some-
thing he has refused to do in the
past. That announcement, and the
admssion of errors in his earlier
Whitewater accounting, set the tone
for a 40-mumute East Room news
conference i which the president
repeatedly stressed his innocence of
any wrongdoing, lus willingness to
cooperate with all investigations and
hus desire that he be allowed to get
on with the nation's business.

“1 know that many people around
Amenca must believe that Washing-
ton is overwhelmungly preoccupied
with the Whitewater matter,” he
said as he opened the session, “But
our administration is preoccupied
with the business we were sent here
to do for the Amencan people.”

Clinton was well armed for only
his second prime time television
news conference. He had quotes
from former Watergate prosecutor
Sam Dash disputing any Whitewater
companson to Watergate: from legal
expert Stephen Gillers defending the
conduct of Hillary Rodham Clinton;
and from Sen. Damel K. Inouye (D~
Hawau) praising the admurustration’s
cooperation with investigators. He
had a bst of facts and figures ready
on his investment in Whitewater,
and on ethit cv.... “versies from the
firmg of the travel office staff in the
admumstration’s first weeks to this
week's revelation that a senior
White House lawyer had failed to
pay Social Secunty taxes for hus nan-
ny.

“Our record. on balance, 1s qute
good.” Clinton said of the ethical
standards of his admunustration. Of
tumseli, he said he had never tned to
influence the Resolution Trust Corp.
investigation wnto Madison Guaranty
Savings & Loan and its connection
1o Whitewater and he had “no knowi-
edge” of the possibibty that Madison
funds went into Whitewater. The

See PRESIDENT, A18,Col 1
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savings and loan eventually collapsed,
costing the taxpayers $60 mullion.

He said he expects that Robert B.
Fiske Jr., the special counsel named to in-
vestigate Whitewater, will interview him
and Hillary Clinton and that he will “coop-
mtemthhmmmymyhedmduu
appropriate.” Two of his top White House
aides, George Stephanopoulos and Bruce
Lindsey, testified yesterday before
Fiske's grand jury in Washington.

Clinton said he came to the realization
that his loss on Whitewater was not as
great as he had previously reported after
seeing a television interview with James
B. McDougal, the owner of Madison who
was co-owner with the Clintons of the
land development. Clinton said that in

reading proofs of his late mother's forth-
coming autobiography he remembered
taking out a $20,700 loan to help his
mother purchase property for a cabin.
That loan, plus a $1,500 payment on the
land, he said, were inadvertently attribut-
ed to the total he invested in Whitewater.

That means that the nearly $70,000
loss he and Hillary Clinton claimed during
the presidential campaign and since was
closer to $47,000. That fact, in itself, has
little bearing on the case because the
Clintons did not claim the loss on their
taxes. [ts significance is that it is the first
direct acknowledgment that a report pre-
pared for the Clntons during the presi-
dential campaign to quell the controversy
then was wrong in its major finding.

News organizations have been request-
ing since the presidential campaign the
tax returns Clinton announced he was re-
leasing. They are important because
1978 and 1979 were the first two years
of the Clinton Whitewater investment and
White House aides said the Clintons took

tax returns, dating back to 1980.
ton made nearly $100,000 in the lugh!y

serve a
76geneﬂl d Arhmu in November
19
The president brushed off suggestions
that the RTC may have been pressured to
cover up the Whitewater matter. He
pointed out that top RTC officials were
“career Republican appointees,” since the
agency came into existence in the years
the GOP held the White House and Clin-
ton has made few appointments there
himsel. In fact, the RTC has an interim
head and a general counsel named during
his administration, and most of the em-
ployees are career civil servants, not Re-
publican partisans, who had come from
other agencies to staff the RTC when it
. The Clinton admirustration has
long had the habit of suggesting those
federal workers not appointed by them
must be Republicans.
Responding to the Clinton news confer-
ence. Republicans said the differences be-
tween Clinton's account and that of Rep.
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Jim Leach (R-lowa) underscored the need
for full congressional hearings.

Senate Minority Leader Robert . Dole
(R-Kan.) said Clinton “may have damp-
ened it [controversy over Whitewater| a
bit,” but added, “it"s still out there and it's
going to be out there.”

House Minority Whip Newt Gingrich
(R-Ga.) questioned Clinton's account of
the $20,000 loan. “On my salary, if I'd
had to pay $20,000 for somethung, I'd
have remembered it,” he said.

Gingrich also said Clinton “demeaned
the office of the presidency” by suggest-
ing that any problems may have been
with career civil servants appointed under
Republican administrations. This may
have been a tense moment in this presi-
dency, but Clinton didn't show it last
night. Often at his best when his back 1s
against a wall, the president looked at
ease and displayed none of the temper or
blame-placing he has shown in other fo-
rums on this issue. The podium-pounding
Clinton of last week was not present.

The president opened his news confer-
ence with a lengthy recitation of issues,
domestic and foreign, on which he has
been working. He cited the budget, the
recovering economy, Bosnia, health care,
welfare, cnme, education and a half dozen
more,

The opening statement sounded. in
fact, like the traditional summing up pres-
idents do at the end of their first or fourth
years, not like the traditional opemung of a
news conference.

Clinton bristled at the suggestion that
Hillary Clinton's “moral authority” had
been eroded by controversy over her role
in Whitewater and Madison. He said she
did nothing unethical or improper in rep-
resenting Madison before a state banking
regulator, appointed by then-Gov. Clin-
ton, in its effort to secure a waiver from
state banlang rules.

“These kinds of things happen when
you have marned ca:plu who have pro-
fessions, and the most important thing
there is disclosure,” he said. “There was
&me sneaking around this, this was full dis-

He said Hillary Clinton “wanted to bend
over backwards to avoid the appearance
of conflict™ while a lawyer at the Rose
Law Firm of Little Rock, Ark., and volun-
tarily declined to share in any profits the
firm made from its work for the state,

Clinton pointed to the comments of
Gillers, a New York University law pro-
fessor who specializes in legal ethics, say-
ing. “Now there's a person that doesn't
work for us whose job it 15 to know what
the code of professional responsibility re-
quires.”

Clinton sought to portray lumself and
Hillary Chnton as hardworkung, “muddie-
class folks™ who did their best to comply
with the tax laws and lost money on a bad
investment—a far different picture than
has emerged in recent weeks, with re-
ports about large profits that Hillary Cln-
ton made in the commodities market with
help from an influential lawyer friend.

“Let me tell you what my wife and |
spent the '80s doing,” he said. “] was the
lowest paid governor of any state in the
country. | didn't do 1t for the money. |

2
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lowa mada yestarday in a speech in Congress. Mr. Laach is the
senior Republican on Banking Committes.

@ While the Whitewater Developmant

Company might have begun

as a legitimate business venture it ended up skimming federally
insured deposits from a falfing Arkansas savings and loan and a
Small Business Administration program.

@ Treasury Department officials sought to persuade a criminal
investigator this year that the Clintons gained no benefit from the
“ failed Arkansas savings and loan, Madison Guaranty.

@ Senior Washington officials at the Resolution Trust Corporation,
the agency that disposes of failed savings and loans, imposed
limits on agency officials who might cooperate with Roben B.
Fiske Jr. , the special prosscutor investigating the Whitewater

mafter.

@ The Clinton Administration’s Justice Department was siow to
pursue a cnminal inquiry into a savings and loan owned by Mr.
Clinton's business partner, James B. McDougal, even though an
agent for the Federal Bureau of Investigation termed the case

*highly prosecutable.”

® Mr. McDougal had a previously undisciosed role in the 1985
selection by Mr, m.mmwmmmu

time, of state regulators.

@ The Clintons lost less money than they have asserted in the

Whitewater venture.

BOSNIA SERBS LIST
DEMANDS ON TALKS

Breakaway Assembly Rejects
Federation Pact Between

yslims and Croats

SARAJEVO, Bosnia, March 24 (Reu-
ers) — Leaders of the Bosnian Serbs
said today that they would not take
sart in talks on an overall peace settle-
mnent in Bosma until United Nations
sanctions agawnst federal Yugoslavia
are lifted.

Members of the self-proclaimed par-
l1ament of the Bosnian Serbs today also
endorsed their leaders' rejection of a
new federation of Bosnian Croats and
Muslims that emerged from mediation
by the United States and Russia.

The assembly's decision was no sur-
prise. Momcilo Krajisnik, speaker of
the self-proclaimed parliament of the
seized territory that the Bosnian Serbs
call the Srpska Republic, called the
Jnion an unnatural creation that would
tear itself apart.

“The Republic of Srpska demands
that before any further negotiations
the international community meets its
sbligations towards Serbs regarding
:he suspension, lifting of sanctions,” a
stalement by the assembly of Bosnian
Serbs said.

‘Formal End to Bosnia’

Noting that Bosnian Serbs had not
been consulted in advance on the
agreement between the Bosnian Croats
and the Muslim-led Bosnian Govern-
ment, the statement said the new fed-
eration “'means a formal and legal end
1o the former Yugoslav republic of
Bosnia-Herzegovina.”

It underlined that the Bosnian Serbs’
ultimate goal continued 1o be forming a
Greater Serbia by joining the Serbian-
controlled territory in Bosnia to other
Serbian-held termntones in the former
"' Toe Bosnian Serb assembly

ian Serb 's deck

sion came after Bosman Serb forces
hijacked and looted a United Nations
aid convoy, forcing its Danish drivers
to walk across a front line the Serbs
5210 was mined. carrving a white flag.
* spoxesman for the United Nations

High Commuissioner for Refugees in
Zagreb said the Bosnian Serbs had
forced the unarmed Danish drivers
from the 10 trucks at gunpoint, and
then stole their personal possessions.

94 Tons of Ald Hijacked

The United Nations said the convoy
was held up on Wednesday while carry-
ing 94 tons of food and medicine to the
Muslim enclave of Magla). Nine of the
10 trucks were sull missing and drivers
said some medicine was dumped in a
river.

It was the most audacious yel in a
series of provocations the Serbs have
directed at United Nations forces since
their involvement in Bosnia began, and
raised once again the question of the
extent of political control over the Bos- -
nian Serb army. -

Yugoslavia's Tanyug news agency -
said the convoy was stopped because-.
the road was mined, and that there was.
no hijacking. It later quoted Radovan
Karadzic, leader of the Bosnian Serbs,,
as sa the "“insane'’ person respon-
sible had been fired. ) 3

United Mations officials discounted:
claims that the hijacking of the convoy
was the work of an individual, saying
the assailants were armed and in uni
form.

Meanwhile, a United Nations deci-
sion to invite Turkey to send soldiers to
join the peacekeeping force in Bosnia-
brought sharp criticism {rom Bosnian®
Serbs, Greece and Bulgana. '

The United Nations had been reluc-
tant to accept Turkish troops for Bos-
nia because of centuries of Ottoman
rule in the Balkans. Mr. Karadzic said
the United Nations decision was “‘one
among several very dangerous prece-

dents created in the Yugoslav crists.”

CLINTON STRESSES
GHINA RIGHTS GOAL

At News Conference, He Says
the U.S. Will Hold Beijing
to Strict Standards ’

Ve
By DOUGLAS JEHL ‘
Special o The New York Times

WASHINGTON, March 24 — Presi- |
dent Clinton reiterzted his support to- |
night for holding China to sirict stand- |
ards on improving its human rights |
performance in remarks that were
widely viewed as an expression of sup-
port for Secretary of State Warren
Christopher.

Mr. Christopher was sharply re-
buffed by Chinese officials when he
pressed the American position on a
visit to Beijing nearly two weeks ago.
He has since come under attack within
the Administration for adopung what
his critics regarded as too confronta-
tional an approach.

But while critics have warned that
Mr. Christopher's tough line has
brought relations with China 10 a crisis
point, Mr. Clinton broke his recent si-
lence on the subject to suggest that he,
Loo, 15 determined to enforce an execu-
tive order he issued last year linking
any renewal of China’s trade benefits
this June to concrete steps 10 improve

rd.

| its human rights reco

In the opening statement of his news
conference, Mr. Clinton said his Ad-
ministration would continue "'to seek
progress on human rights in China" as
part of its effort "to build a more
positive relationship with that very im-
portant nation."

Few Questions on China

Mr. Clinton did not mention Mr.
Christopher by name, and in a 30-
minule news conference all but con-
sumed by questions about the White-
water affair, he was not questioned|
further about the issue. |

But he appeared to be trying to quell|
a revolt within the Administratian over
relations with China, 1n which low-level
officials of the departments of Treas-
ury and Commerce have begun to
press for the United States to back
away from the firm line backed by the
Secretary of State.




- Fresh Questions Making Whitewater an Affair Hard to Forget
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By R. W.APPLE Jr.
Special o The Mew York Times

WASHINGTON, March 24 — Repre-
sentative Jim Leach of lowa dropped
his blockbuster this aflernoon, but
whether it will inflict heavy political
damage remains (0 be seen.

For weeks and months, there have
been allegations of irregu-
larities, even skulduggery,
In an Arkansas real estale
deal involving Bill Clinton
and his wife 15 years ago.
But to most Americans, it
seemed like much ado about nol very
much, and the whole thing took place
long ago and far away, anyway.

Suggestions earlier this maonth that
those who were 1o be investl-
g:‘:‘n:d the matter had Improperly

people in the White House sev-
eral times brought the controversy into
the here and now — out of Arkansas
and into Washington, out of the 1870's

News
Analysls

+ and into the 1990°s.

Subpoenas were
issued to several top-level Presidential
aldes (iwo of them, George S no-
poulos and Bruce Lindsey, testifled to-
day), and Clinton conceded
at the tima that “it would be better If
the meetings and conversalions hadn't
occurred.”

But untll Mr. Leach made his
charges on the floor of the House of
Represeniatives (oday, and backed
rdmmmgmmm:‘.

writh any crpdjbility to speak
sccused anyone In the
of to interfere
with the investigation or cover some-

thing up. -
Mr. Leach did that .
He has a formidable reputation for
independence and rectitude malched
“ by few people on Capitol Hill, and that

gave weight to what he said. But his
charges remain unproven, and Mr.
Clinton categorically denied at his
news conference tonight any knowl-
edge of the actions of which Mr. Leach
spoke. Il anybody interfered, he Im-
plied, It was probably Republican ap-
pointees.
Fresh Questions to Answer

The President also look several fur-
ther sieps tonight in his campaign to
demonstrate that he and Mrs. Clinton
have nothing to hide, :I::gin: o re-
lease tax returns he previously
kept confidential and conceding that
| his original estimates of their losses on
Whitewater mighl be wrong.

Nevertheless, fresh questions per-
meate the political aimosphere here:
Which officials of the Resolution Trust
Corporation oversaw the investigation
of the fallure of Madison Guaranty
Savings and Loan and any potential
connection with the Whitewater land
deal? Did they, as charged, try Lo stee1
the inquiry away from Whitewater and
the Clintons? Il so, who, if anyone — in
| the Treasury Department? in the
White House? — told them to do it?
Who in the White House, if anyone,
Jlearned of it afier the faci? What did
they do then?

The lowa Republican has handed
over his evidence to the special counsel
quhccue. Robert B. Fiske Ji., who
will have Lo try to figure out the an-
swers. Bul politics dﬂnﬂu a rough
justice of its own, and today was no
exception.

Mr. Clinton's standing in the polls,
which has been slipping in the last few
days, will almost certainly slip further
now. In the latest survey by the Los
Angeles Times, (wo-thirds of the re-

spondents said they thought the Chin-
tons were guilty of some wrongdoing,
and hall said they thought the White
House had concealed damaging infor-
mation — all before Mr. Leach spoke.

But the Times poll also showed that
four of five Americans think th: White-

waler aflair is disrupting the Govern-,

ment's effectiveness. The President
and his advisers clearly think that find-
ing, al a lime when the public seems (o
want action by the Government, can be
turned 10 Mr. Clinton's advaniage.

He tonight's prime-time
news conlerence, only the second of his

waler, and the President
guered If still a scr
own position as he defended his and his
wile's ethical sensitivity and commit-
menl to public service.

“Since we came here, our couniry
has been moving in the right direc-
tion,”" he said, rattling off a list of
issues he has driven to the wp of the
national agenda and bills he predicted
Congress would pass this year. 'l know
that many around America
musl believe that Washington is over-
whelmingly preoccupled by the While-
waler matter. Bul our Adminisiration
is preoccupied with the business we
were sent here to do for the American

He argued that Whitewater would
ultimately matter little “in the light of
history’ compared with *"the lact that
by common consensus we had (he most

rruducllvt first yca{ni a Presidency
ast year of anyona% a generation™

The White House stratlegy is lo por-
tray Mr. Clinton as the high-minded
statesman, concernsd for he nation
bul harassed by Repsblicans ycling out
of the basest of meives and by the
equally selfish, he. news

adline-hungry
media. Dee Dee Myers, the Whiie |proba

House press secretary, actually iaid on
tele vision this afternoon that whie oth-
ers in i scandal, Mr.
Clinton whs doing lis best "l0 make
sure that the world b safe for demecra-
oy :

,Qw and others cbse lo the Clinyns

sion is pushing them ineluctably to-
ward the hearings they have 50 SIFONg-
ly qpposed, lest their constituents con-
sider them part of a cover-up. Senalor
Bob Dole, the Republican leader, said
today that he expecis hearings soon,
bly by June, and many Demo-
crats are starting to argue that it would
be belter to get them out of the way.

The trouble with that approach Is
that few on the Hill even pretend to
know the truth aboul the charges. As
Ted Van Dyk, a longtime Democratic
strategist, sald this week, “No Con-

have been making the argument ‘or
m\“lmmmwbm
whom tLhe

they had grown up in Boaton or Wash-
inglon and iq Harvard or Yale.
You all have a conlempt for the South
and for Arkansas.”

Apprehensive Democrats

Much the same populist Lactic was
employed in defense of President Jim-
my Carter when hecame under fire. It
failed 10 siop his skde in the polls.

The Easter Copgressional recess,
which begins this.weekend and runs
through April 11, row looms large for
Mr. Clinton. While he takes a brief
vacation in Califorsia and works on his
regular-Joe Img4ge by attending Uni-
versity of Arkansas basketball games,
the denizens of Capitol Hill will be busy
taking soundings' back home.

Already, manyjare worried, especial-
ly Democrats, are fearful of heavy

losses in November. Their apprehen-

gressional Democral wants to dispute
charges made against the Clintons only
1o find the following day that they are
true or that new ones have surfaced.”

- Presumably acting on the advice of
new counsel, Lloyd N. Cutler, Mr.
moved quickly on Wednesday
demote yet another aide who had
tecome a symbol of ethical slovenii-
mss, William H. Kennedy 3d, a former
member of Mrs. Clinton’s law firm who
had been in charge of checking the

bakgrounds of poteniial Federal
naninees.

Inthe face of Mr. Leach's charges,
the Mresident will have Lo continue, a8
he di{ tonight, Lo answer questions on
Whitewater as they come, and to do
Mm possible to assure the pub-
lic thathe |s cooperating with the spe-
clal coynsel. To do otherwise would
revive nlk of 8 bunker mentality and
tempt U Congressional Democrals (0
edge awiy from Mr. Clinton in an ef-
fort to save iheir pplitical skins.

That is hing the President can
ill afford & he scours for every vote in
his bid 1o pass what he considers the
centerpieceol what he hopes will be the
first of two prms
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M Representative Jim lLeach, Republican of
:M yesterday released documents in con-
3 nection with  his nvestigation of Madison
s Guaranty Savings and Loan, a failled Arkan-
1 ' institution owned by James B. McDougal,
H Whitewaler Development Company, a
“Toiled real-estate venture whose investors

luded Mr. McDoupgal, his wife, Susan,
ill and Hillary Clinton.

Following is a Iranscript of notes by L.
"Jean Lewis, a semor criminal investigator
* for the Resolution Trust Corporation, which
« pversees the disposal of fuiled savings and
Sﬁmn:. of her conversation with April Bres-
":lw, alawyer with the Federal Deposit Insur-
% ance Corporation According to the notes, the

versalion occurred on Feb. 2, 1934, from
approximately 3 50 P.M. until 4:35 P.M.;

i April stated that “ihe people at the top"
keep getting asked aboul Whitewater, which
' seems to have become a catchall phrase for
Madison gnd its reluted investigations. She
sard that eventually “this group’ is poing to
! have to make a statement aboul whether or
I Whitewater caused a loss to Madison, but
the fact that Whilewater had no loan gt
 Madison provided less polential for a loss,
“April stated very cleurly that Ryan [Jack
= Ryan, Deputy Chief Executive of the R.T.C.]
*"and Kulka [ Ellen Kulka, acting general coun-
=t of the R.T.C.], ihe “head people,” would
ke to be able to say that Whitewater did nol
use a loss to Madison, bul the problem is
Jhat so far no one has been able to say that to
sthem. She felt like they wanted to be able to
= provide an “honesi answer," bul thal there
were cerlain answers that they would be
“happier aboul, because it would get them off
the hook.”"

: H April felt thal 1t would have been difficult
b delermine exactly what happened with the
Whitewater account, because so many

wichecks had gone in and oul of the account,

%ind made a reference to the end resulting

3 ling itsel{ out. She asked about Greg

. Woung's work papers on the Maple Creek

Y

Farms reserve for development analysis,
and how it didn't seem to have apparent lie to
Whitewater. I concurred that it didn’t have
any legitimately defined lie, which is precise-
ly why 1t was included in the referral.

She inquired about the $30,000 check (o Jim
McDougal from Whitewater in 5/85, and
about the disposition of the funds, | explained
the transaction as | know it: the $30,000 had
been converted 1o a MGS&L cashier's check,
which was subsequently endorsed by and
deposited 1o Riggs National Bank. | ex-
plained that when the check was force paid,
the whitewater account was overdrawn by

THE RIGHT ANSWERS

“I further pointed out that 1
would produce the answers
that were available, but that
I would not facilitate provid-
ing ‘the people at the top’
with the ‘politically correci’
answers just to get them off
the hook."

L. JEAN LEWIS of R.T.C.

over $28,000 which was then subsequently
covered by the payment of a $30,000 bonus
from MFC to Jim M¢Dougal, deposited di-
recily to Whitewater on McDougal’s orders.

Pleasing ‘People at the Top'

She asked how we could get 1o a clear cut
answer as (v whether or nol Whitewaler
caused a loss (o Madison. 1 stated that, as far
as I am concerned, there is a clear-cut loss. |
also staled that any allempt io extract While-
waler as one entilty from the rest of the
Mc Dougal-controlled entilies involved in the

alleged check kite will distort the entire
picture. | further pointed out that | would
produce the answers thal were available, but
that | would not facilitate providing “‘the
people al the top' with the “politically cor-
rect’” answers fusl to gel them off the hook.

She asked questions about the specifics of
the checks going through the Whilewaler
account. | stated that it appeared that the
majorily of the checks wrilten oul of the
Whilewaler account during the window lime
frame were going lo other financial instilu-
tions to make loan payments. | also said that
the referral focused only on a shori time
[rame, bul that if that same research were
conducted for a two year period, it was my
belief that the losses (o Madison from the
Whitewaler account alone would easily ex-
ceed $100,000, given that $70,000 had gone out
of the account during the six-month window
time frame. I further added that the end loss
resull from the entire scam, using all 12
companies/entities, would be hundreds of
thausands of dollars in what were essentially
unauthorized loans.

| stated that if she wanted me 1o lell her,
unequivocally, thal Whitewaler didn't cause
a loss, 1 could not do that. 1 could only
reiterate the allegations contained in the
referral, which are based on fact, and that it
is my opinion and belief that Whitewater did,
in fact, cause a loss lo Madison because of the
amount of the wnauthorized loans that
McDougal made, through the check kite, lo
enlities in which he was a primary party and
beneficiary. I also pointed oul that this ulti-
malely benefited his business pariners — the
same busness pariners thal knew they had
real estate ventures that were not cash flow-
ing, but that also knew their morigages an-
d/or notes were somehow being paid

‘Wouldn't You Wonder'?

I pointed out that these business pariners
are inltelligent individuals, the majorily of
them beng attorneys, who must have con-
cluded that McDougal was making the pay-
ments for their benefit, | posed the question

xcerpts From Congressman's Documents on Investigation Into Whitewat

1o her, If you .now thal your mortgages aré
being paid, but you aren't pulting money into
the venlure, and you also know the venture
. isn'l cash flowing, wouldn'l you question the
source of the funds being used to your bene-
fit? Would you just assume thal your partner
was making these mulli-thousand dollar pay-
menis oul of the goodness of his heart?

ON SUSPICION
“I pointed out that these
business partners are intelli-
gent individuals, the majority
of them being atiorneys, who
must have concluded that
McDougal was making the
payments for their benefit.”
L. JEAN LEWIS of R.T.C.

Wouldn't you wonder even more if you knew

that your business pariner’s main source of

income, an 5.& L, was in serious financial
difficulty, which by 1985 was fairly common
knowledge?

We discussed the initialion of the MGSL

investigation and how evidence of the check
lme came to light. | explained that afier
reviewing a series of checks, all of which
noted “loan"’ In the memo field, | discerned a
paltern that looked like a check kite, and
proceeded lo trace funds through the various
accounts, which is a standard investigations
procedures. The end result was the referral
alleging a massive check kite. | also advised
April that | had been told by both the U.S.

Atlorney's office (Mac Dodson), and the

F.B.I. (Steve Irons) that this was a highly

proseculable case of check kiting. 1 also lold

her that | disputed the declination of that

referral on the basis of “insufficient informa-

tion.**

She commented that “that's what grand

Juries ‘are for'" hnd 1 pointed out
generally seemed (o be the policy of the
Altorney Lo agree [o open a case before
would start grand Jury proceedings. 1
noted thal | fourd the ireatment of
particular referral by the Justice De,
ment to be highly unusual. This concl;

it
S.

our discussion.

Following is an excerpt from a Jul
1985, memo from James McDougal, the
er of Madison, to John ‘Latham, Madisag's
presideni, concerning Madison matters then
pending before the Arkansas Securities Com-
mission, the state regulatory dgency with
primary jurisdiction over Madison: C

I need to know everything you have péM-
ing before the Securilfes Commission 1
intend to get with Hillary Clinton withinghe
next few days.”

Following are excerpis from a Feb. 7, 1985,
memo (o Gov. Bill Clinton from James
McDougal concerning two upcoming appoint-
ments Governor Clinton was making (o she
Arkansas Savings and Loan Board, a stdte
body that helped regulate savings and loaMs :

Kathy called yesierday o ask for my #c

dation for two people (o fill the vacan-
cies on the Slate Savings and Loan Board.

For the industry position from the 2nd
Congressional District, | recommend John
Latham, who is chairman of the board of
Madison Guaranty Savings and Loan Associ-
ation. . .. He ilamjorcoutnmto#

t f-

campaign. His board of directors s
black, giving his insiitution the larges
nority representation of any financial insgju-
tion in the state. For the consumer pos
from the 4th Congressional District, I ri -
mend Dr. Jerry Kendall of Camden.
Bill, we are down to only about 15 sigie

chartered savings and loan institutions angl I
am aboul the orly one around who has any
inlerest in this board. 2

e em csicnrcaddbn




By DAVID E. ROSENBAUM
Speeial 10 The Sew Yore Times

WASHINGTON, March 24 — As the
Whitewater case was developing last
month, Federal banking officials offi-
cials tried to persuade a criminal in-
vestigator to state that Bill and Hillary
Clinton had gained no financial benefil
{from a falled Arkansas savings and
loan, a document released today indi-
cales.

But the document — notes taken by
the investigator 1n Kansas City on a
conversation she had on Feb. 2 with a
bank regulator from Washington —
suggests that the investigator insisted
that money from the savings and loan,
Madison Guarantv, had been used to
make morigage payment on a real
estate investment by the Clintons in the
1980's and that the Clintons must have
known so.

The owner of the Madison Guaranty
Savings and Loan Association, James
B. McDougal, was the Clintons’ partner
in the Whitewater Development Com-
pany, an unsuccessful investment in
vacation property in the Ozark Moun-
1ains.

The documents do not prove that the
Clintons benefited from Madison's fail-
ure. But they recount an investigator’s
suspicion that such was the case and
her beliefl that she was pressured politi-
cally.

A Republican Digs

These notes were among a stack of
documents about the Whitewaler case
made public loday by Representative
Jim Leach of lowa, the top Republican
on the House Banking Committee, who
has had his staff invesuigating the mat-
ter since last summer

The notes in question were taken by
L Jean Lewis, a semor criminal inves-
ngator in the Kansas City office of the
Resolution Trust Corporation, after a
conversation with April Breslaw, a ca-
reer lawyer for the Federal Deposit
Insurance Corporation in Washington.
In an interview, Ms. Breslaw disputed
Ms. Lewis's account of the meeting.

Ms. Lewis’s agency i1s in charge of
the savings and loan bailout and of
investigating failed savings nsutu-
tions. The F.D.LC. is the overall Gov-
ernment regulator of banks and failed
savings and loans.

According to the notes, Ms, Breslaw
told Ms. Lewis that “'the people al the
top" of the Resolution Trust Corpora-

M. Leach said after his speech that
he had sent additional documents to the
Whitewater special prosecutor, Robert
B. Fiske Jr., that could not be made
public because of their importance to a
possible prosecution. A staff assistant
1o the Congressman said tomight that
some of these documents butlressed
charges Mr. Leach made in the speech
but did not substantiate with the ma.
terial he released.

Did Clinton Benefit

According to Ms. Lewis’s notes, the
top people at the Resolution Trust Cor-
poration in Washington who wanted
her to say that Whitewater did not
cause losses to Madison were Jack
Ryan, the agency's deputy chiel execu-
tive, Ellen Kulka, the agency's acting
general counsel.

But Ms, Lewis, according o her
notes, responded that * Whitewalter did,
in fact, cause a loss to Madison."

gal’s business pariners in Whitewater,
ultimately benefited from the Lransac-
tion. The noles continued:

“1 pointed out that these business
partners are intelligent individuals, the
majority of them being attorneys, who
mrust have concluded that McDougal
was making the payments for their
benefit.

1 posed the guestion to her, if you
know that your mortgages are being
paid, but you aren't pulling money into
the venture, and you also know the
venture isn't cash flowing, wouldn't
you question the source of the funds
being used to your benefit? Would you
just assume Lhal your pariner was
making these multi-thousand dollar
payments out of the goodness of his
heart? Wouldn't you wonder even more
il you knew that your business part-
ner’'s main source of income, an s&l,
was in serious financial difficulty,
which by 1985 was common knowl
edge?”

Account Is Disputed

In a telephone interview tonight, Ms.
Breslaw, who went to Kansas City to
meet with Ms. Lewis on Feb. 2, disput-
ed Ms. Lewis's account of the meeting.

"1 categorically deny the accusation
that 1 said that anybody from Washing-
ton wanted any particular outcome on
any issue," she said. “That's a com-

plete fabrication. That's compietely un-

Llal

|

J The notes show that Ms. Lewis point- :
‘| ed out that the Clintons, as Mr. McDou-

uon wanted 1o be able o say that
Whitewater did not cause Madison
Guaranty to lose money because that
would “'get them off the hook."

But Ms. Lewis replied, her notes
show, that Madison put more than
$100,000 into Whitewater, including
$70,000 in one six-month period.

Other documents involved these
matters:

+ §The Justice Department in Wash-
hgton initially refused to prosecute
Madison Guaranty for fraud after Mr.
¢linton became President, despite the
sonclusion of an agent for the Federal
Bureau of Investugation m Little Rock
that the case was "highly prosecut-
able."

: !T‘he. influence Mr. McDougal wieid-

| od over the selection of state saving:
and loan regulators in Arkansas whilk
Mr. Clinton was Governor.

9A closer connection between Mrs.
Clinton and Madison Guaranty than the
White House has acknowledged.

But the documents did not conciu-
sively prove two of the most serious
charges Mr. Leach made today in »
speech on the House floor: that the
Clintons did not, as they assert, lose
money on the Whitewater investment

and that political appointees in Wash--

ington this yoar muzzied career inves
tigators in Kamsas Cirv

A career Government lawyer, Ms.

Breslaw said she

lought Ms. Lewis

was exaggeraung the situation Lo mask
a poor investigation she conducted into

the matter.

Officials at the Resolution Trust Cor-
poration said Loday that they would not
comment on the charges.

The documents portray Ms. Lewis as
a zealous investigatlor who pursued the
Madison case for more than a year
}nglgﬂ; ummd ‘lm h}mnly. In November
, after irst ished report
that the Madison l'liil.'l,:l:lhtd been re-
ferred w the Justice fora
possible crimmal prosecution, Ms.
Lewis was removed from her position
as the lead investigator. But a string of
memorandums she wrote indicate that
she maintained a strong interest in the
matter,
The documents shed new light o the
tangled story of what happened when
bank regulators in Kansas ‘City re-

ferred the Madison case to the Justics -

Department for criminal investigation
in August 1992 .

Complaint Died Quietly

Hepae that has never boen explained,
pae t has never been

officials at the agency falled to noufy
the Kanaas City of the
decision until Oct. 27, 1993,

g NEW YORK TIMES FRID.

Most of the newly released docu-
ments are notes and memos written by
Ms Lewis that strongly suggest that
she encountered a bureaucratic run-
around when she sought 1o find out
| what happened 1o the Madison com-
plaint.

The complaint was first referred to
Charles A. Banks, the United States
Attorney in Little Rock. Ms. Lewis said
in a May 3, 1993, memo to her file that
she had been told by a Justice Depart-
ment prosecutor that Mr. Banks quick-
ly sent the case to Washington for
investigation because it was “'political-
Iy hot.”™

Other Government officials have
[said that Mr. Banks believed the refer-
ral, sent to him shortly before the 1992
election was politically motivated as
an effort to tarnish Mr. Clinton. In anT
October 1992 letter 1o the head of the
F.B.l. office in Little Rock — a letter
| that has never been made public — Mr.
| Banks said an investigation before the
| election would amount to prosecutorial
| misconduct.

Unable to Check Status

In a May 189, 1993, memo to her file,
| Ms. Lewis wrote that she telephoned an |
Justice Department employee in frus- |
1, tration after trying repeatedly to check |
'on the status of the complaint. The |
| Justice Department official, Ms. Lewis
wrote, “advised me that they have no |
record of that referral, it is not in their |
computer system, it has not been given |
to an attorney."

In fact, lawyers in the Justice De-
partment's criminal division had de-
termined that the referral
insufficient basis for investigation in a

|
decision that Justice Department offi-|
cials say was made by in late February
1993 by John Keeney, a career lawyer
at the Justice Depariment, who was
then acting head of the criminal divi-
sion.

Another interesting document, a 1985
memorandum from Mr. McDougal to
Mr. Clinton, who was then Governor,
shows that Mr. McDougal was able to
influence the selection of members on
the Arkansas Savings and Loan Board,
a stale regulatory agency.

The memo was Wrillen (w0 Years
after the Arkansas bank commissioner
had warmed Mr. Clinton that Mr.
McDougal was making more loans tn!
friends than was healthy for his sav-
ings and loan. :

In the memo, Mr. McDougal wrote
that Mr. Clinton's secreta-v had called

——

1o ask for his of i
ple to fill two vacancies on the e

agency. |
Mr. McDougal wrote back thatshe

recommended John Latham, chal

of the board of Madison Guaranty,

%Papers Raise Question on Clinton’s Account of

Dea
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Whitewater Losses Cited

| Asked if he lost $70.000 on s White-
| water investment. as he and his wile,
| Hillary, have asserted, Mr. Clinton
said: "'l am certain that we lost money.
I do not believe we owe any back
| taxes,'’
But he added that if it 15 determined
| that he and his wife owe back taxes,
they would pay what they owe.

The President acknowledged that
“we lost something less than $70,000"
on the Whitewater investment, ““We in
fact lost some $20,700 less'" than that,
he said,

Mr. Clinton said his personal lawyer,
David Kendall, would brief the press on
his tax returns and financial affairs on
Friday.

Asked about the business practices
of his Mr. McDougal, the President
said that he had known him for a long
time and that *'to the best of my knowl-
edge, he was honesl in his dealings with
me”

Mr. Clinton said he and his wife had
been “essentially passive investors' in
the Whitewater project.

Leach's Charges Denied

Then the President was asked about
Representative Jim Leach's charges
that Whitewater was about “arrogance
of power” ‘and that regulators tried to
suppress a Resolution Trust Corpora-
lion investigation.

“Absolutely not," Mr. Clinton re-
phed.

He said Mr. Leach, a Republican
from lowa. had not charged any politi-
cal motivaton and, “for all I know,*
couid have been talking about an inter-
nal dispute at the R.T.C. under the
Republicans.

Asked if he thought he or his wife had
made mistakes in their handling of
Whitewater, Mr. Clinton said White-
water was a perfectly legal invest-
ment. ““We were like a lot of peopie, we
invested money and we lost," he said.

Complaining about the "inordinate
amount of interest’” in what he said
was a l6-year old business venture that
lost money, the President added that he
had nothing to do with “any attempt to
influence’ an investigation by the Re-
soluiion Trust Corporation.

Mr. Clinton said that despite his
problems with the Whitewater affair,
he would not retract his harsh criti-
cism of ethical abuses by other people
in the 1980's.

Don't miss Sunday’s Times Magazine.
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| when you have married couples who
- have professions,” he said. &

PRESIDENT REBUTS

NEW AGCUSATIONS
OVER WHITEWATER

RESPONDS T0 G.0.P. ON TV

Calls for an Opportunity to Get

Beyond Ethical Questions to
America’s ‘Real Work
By MAUREEN DOWD ﬁr
Specialto The ew York Times

WASHINGTON, March 24 — Presi-
dent Clinton tonight tried once again to
stop the past from consuming his Pres-
idency, as he defended himself against
new Republican allegations in the
Whitewater affair.

He urged Americans to let him get
beyond the spiral of financial and ethi-
cal questions so that he can take advan-
tage of a "‘rare moment” 10 pursue
“the real work we are getting done on
behalf of the American people.'

Mr. Clinton heid the second prime-
time news conference of his Presiden-
cy to try to recapture his present and
future, reviewing what he considers his
accomplishments and saying of White-
water: “None of this, in the light of
mistory, will be as remotely important
as the fact that by common consensus
we had the most productive first year
of a Presidency last year of anyone in a
generation. That's what matters —
that we're changing people’s lives,"

Calmly Delivered Defense

The President’s calmly delivered de-
fense came only a few hours after
Representative Jim Leach, an lowa
Republican, went to the House floor to
offer documentation of ethical and fi- |
nancial misdeeds in connection with
Whitewater and to accuse the Adminis-
tration of a cover-up that “'flagrantly
viclated" the independence of regula-
tory agencies.

Even in this capital, where wrench- !
ing morality plays are staged with dis-
turbing regularity, the back-to-back
appearances of the soft-spoken Repub-
lican inquisitor in a bahv blue sweater ,
and the telegenic Den.."." : Presr
dent standing behind the seal of his -
office made for a dramatic, high-wire
clash.

The President used the opportunity
of his East Room news conference to
defend is wife, Hillary, against sug-
gestions that her legal record in Arkan-
sas conflicted with his role as Gover- ;
nor. “‘These kinds of things happen

‘Arrogance of Power®

Although his attempt to hold a hear-
ing on the Whitewater affair today had
been stymied by House Democrais, -
Mr. Leach nonetheless handed out the
documents that he had predicted for

“On the landscape of political scan- '}

dals, Whitewater may be a bump, but it .4
speaks mountains about me-generatialr }
public ethics as well as single-party ¢
control of certain states and the U.S, :
Congress,”” Mr. Leach said. “"In a nut-
shell, Whitewater 15 about the arro-=
gance of power — Machiavellian mach-
inations of single-party government."
Mr. Leach made several accusationy -
that tried to raise the stakes of the.

Whitewater affair by demonstrating-

Continued on Page Al6, Column 4

At}

" Dee Dee Myers put it. He wanted to

- had not even bothered to watch Mr.
. Leach give his remarks on the floor.

‘. for the news conference, it was hard for

, Clinton vows that

-

z::t:. would _emharrass the White { he [4 'll not b&

\/Jmim From Page Al

wrongdoing by current officeholders

and tracing a line of misdeeds that:

brings the old real estate deal into the
present.

He said that Whitewater may have
begun as a legitimate real estate ven-
ture, put “it came 1o be used to skim,
directly or indirectly, federally insured
deposits from an S and L and small
business corporation.” He also claimed
that taxpayer-guaranteed funds *‘were
in all likelihood used to benefit the
campaign of a former governor.''

Mr. Leach said Treasury officials
tried to pressure Federal investigators
in Kansas City into agreeing 1o get the
Clintons *‘off the hook'" by telling the
special prosecutor, Robert B. Fiske Jr,,
that there was no connection between
Whitewater and Madison Guaranty, a
failed Arkansas bank owned by the
Clintons’ business partner, James B.
McDougal.

Mr. Leach said that the Administra-
ton also tried to coordinate the testi-
nony of the Kansas City investigators
before they talked to the special prose-
cutor.

“I can tell you categorically I had no
krowledge of this and was not involved
It In any way, shape or form,"” Mr.
Cliton aid of any possible improper
conacts between Administration offi-
ciak and regulatory officials,

Awril Breslaw, the lawyer for the
Resdution Trust Corporation named in
Mr. .each’s documents, denied the ac-
coun by the Kansas City investigators.

“1 ategorically deny the accusation
that l:aid that anybody from Washing-
ton wated any parucular outcome,"
said M. Breslaw. "'That's a complete
fabriczion. That is completely un-
true."”

The Vhite House had been fore-
warnedof Mr. Leach's appearance,
becausethe Congressman had called
the Whit House counsel’s office.

Clintorstrategists, worried by drop-
ping poll umbers on the issue of trust,
felt that he President must appear
before thenation and present himself
as “‘open 'nd reassuring'' on White-
water, as oe senior Clinton aide said.
To that ent Mr. Clinton said tonight

that on Friay he will make available
his tax retons from 1977, 1978 and
1979, the yeas in whch the Clirtons
reported wasy $68,000 loss from their
invesiment ina real estate venwure

known as the Witewatr Development
Company.

The President had hoped to project
the notion that he was above the both- |,
ersome buzz of Whitewaler, *'busy with
the people's business’” and engaged
with trying to make *'the world is safe-
for democracy,"” as Clinton spokesman

stress his work on health care and
crime, hoping that reporters who
pressed him about Whitewater would
seem caught up in an insiders’ frenzy,
out-of-sync with the rest of the country.

Ms. Myers said this afternoon, in an
interview with C.N.N., that Mr. Clinton

“The President had better things to do,

1 think,” she said.
Despite the White House game plan

distracted’ by
Whitewater.’

Mr. Clinton to act like Whitewater was
a mere irTitation on a day when when
there were again pictures of top aides
going in to testly before a federal
grand jury in Washington on White-
water.

Today, two of Mr. Clinton's closest
advisors, Bruce Lindsey and George
Stephanopoulos, testified.

Comments by Two Advisers

Afterwards, Mr. Lindsey said, *'1
have complete confidence, once all the
facts are out, nothing improper was
done by anyone at the White House.”

And Mr. Stephanopoulos, stepping
into a populist taxi cab after an hour's
worth of tesumony, observed sardoni-
cally: “It was very good and very
refreshing to be before the tribunal
that cared about the facts."”

At the same ume polls indicated
that, whether Whitewater is serious or
mere sound and fury, the public's trust
in the President 1s continuing to erode.
A new survey by Times Mirror Center
for the People and the Press showed
that 81 percent of respondents said that
they believed that the Whitewater af-
fair was disrupuing the Administra-
tion’s performance, 67 percent said

they believed the Clintons were guilty
3f some wrongdoing, and 52 percent
selieved that the White House has cov-
sred up embarrassing Information.
The same poll echoed other recent sur-
veys by indicating that the President’s
job approval rating had fallen below
the 50 percent mark for the first time
this year.

Mr. Clinton opened his news confer-
ence with a general statement about
his Administration's agenda and its
progress. ' This 1s a good time 1o assess
the real work we are getting done on
behalf of the American people,” he
said.

The budget now moving through
Congress, he said, will help reduce the
Federal budgel deficit. And he said the
American economy had created two
million jobs last year and would create
two million more this year.

‘Preoccupled’ With Whitewater

Turning to the topic expected to dom-
inate the session, the President said
that peopie around the country must
think Washington is “preoccupied’
with Whitewater, but that the Adminis-
tration is pushing ahead with the peo-
ple's business.

1 and my Administration will not be
distracted’’ by the Whitewater affair,
he asserted.

Mr. Clinton said he had supplied the
special prosecutor, Robert B. Fiske Jr.,,
with more than 14,000 documents and
tax returns back to 1978, when he first
ook public office.

Onp:l‘;riday, the President said, he will
make public tax returns back to 1977.

Asked whether any federally insured
funds — presumably from Madison
Guaranty, the failed savings and loan
owned by his Whitewater partner,

James B. McDougal — went into any of
his gubernatorial campaigns in Arkan-
sas or into the Whitewater real estate
venture, Mr. Clinton replied: "'No, I
have no knowledge of that. | have abso-
| lutely no knowledge of that."




akes Whitewater questions in stride

'sis

THOMAS= UPI White House Reporters=
IGTON, March 24 (UPI) President Clinton took the dozen or so
3 on the Whitewater affair in stride at a evening televised news

ce Thursday and exuded the confidence of a winner.
on, wearing a dark suit, was seemingly at ease in what was supposed

merciless grilling by the media. He was fully prepared for the barrage
ions on the controversial Ozarks land deal called Whitewater, which

‘ued his administration for several weeks now with daily new

.ons.
1llegations surround the investment Clinton and his wife, Hillary
made in Whitewater with the owner of the failed Madison

clinton,
¢/ Savings and Loan, James McDougal. Special counsel Robert Fiske has

vestigating the affair.

president denied the main accusations concerning the deal, some of
ame both barrels earlier Thursday from Rep. Jim Leach, R-Iowa, who
ed a 45-minute address on the House floor alleging that federally
.eed insurance funds were skimmed from Madison for the Whitewater

: and Clinton's 1984 Arkansas gubernatorial campaign.

ch also accused Clinton of the ~“arrogance of power'' and

tevallan machinations.''
the congressman may be proved correct on at least one observation when
""I've never known anyone in public life better able to put

i,
ssing situation behind him.''

president was sharp enough not to go on the defense and took on no
irs as his integrity and the moral authority of his wife, Hillary Rodham
)n, was being guestioned.
also was quick to say "““absolutely not'' and to categorically deny the
itions.
inton opened the news conference patting his administration on the back
ts achievements and and the legislation he hoped to get on the books

n a few weeks, including a crime bill and education reform.

times, it appeared reporters were pounding the president and belaboring
ject he had handled. And aides indicated that making the president look
mized was not alien to their strategy.
ie president, who has accused the media of being overly preoccupied with

decided to turn the other cheek at his news conference and when
““these are

:water,
i who he blamed tor the "~ “Whitewater mess,'' replied,

timate questions...and there's plenty enough blame to go around.''
clinton said he feels he has learned a lot

s for the lessons learned,

e he has been in Washington but added “~1 feel there is a greater level of
icion than I have known in the past.''

‘'ollowing the president's news conference, Republican leaders including
Robert Dole of Kansas and Rep. Newt Gingrich of Georgia agreed that

1ton may have dampened the Whitewater fire a bit.
“or many of the American viewers, he may have batted the ball out of the
For the media, the president's answers to some of the burning gquestions

<a
now on the record. Only the outcome of the Whitewater special counsel's

estigation will show how they stand up in the future.

ko filed by:UPI~-(us) on 03/24/94 at 21:54EST *%#x%
***x% printed by:WHPR(JEL) on 03/25/94 at 08:46EST *%##



>n-RTC-KC, 0400
Claims No Knowledge of Investigation Tampering at KC Office

Whitewater Republicans
Associated Press=

.ent Clinton denied any knowledge Thursday of alleged White House

{ in the Whitewater investigation by the Resolution Trust Corp.

obe in Arkansas has been conducted by the agency's Kansas City, Mo.,

office.
Rep. Jim Leach, R-Iowa, charged on Thursday and in earlier statements
investigators in Kansas City had been gagged by administration

s and urged to change their official findings.
s news conference Thursday night, Clinton denied knowing of any such

>)lved in any way, shape or form,'' Clinton said.
's my understanding that Mr. Leach was rather careful in the words

used, and apparently he didn't even charge that any peolitical
2e of our administration had any knowledge of this,'' Clinton said.
may be talking about an internal dispute within the RTC from career

can appointees, for all I know.
ep in mind, until I came here all the appointees of the RTC were hired

revious Republican administrations. There has never been a Democratic

:an tell you, categorically, I have no knowledge of this, and I was

'nt since there's been an RTC,'' Clinton said.

RTC has investigated whether depositors' money from the failed Madison

:y Savings & Loan run by a business partner of the president and first
went improperly to Clinton's former Arkansas real

illary Rodham Clinton
venture, called Whitewater, or to pay off Clinton's gubernatorial

gn debts.
investigators from Kansas City concluded in September 1993 that the
e Department should conduct a criminal investigation of Madison and

‘ater.
ich on Thursday released a memo by a Kansas City RTC investigator that
's she was told by a supervisor in Washington to amend the findings of

1ltewater probe.
ach also said one senior regional investigator was removed from the case
2sisting superiors, and that she and others have sought whistleblower

“*I have had no contact

ction.
ked again about the allegations, Clinton said:

the RTC and I've made no attempt to influence them.''
;ked if he would take any action on Leach's allegations, Clinton said:

:hink the last thing in the world I should do is talk to the Treasury
-tment about the RTC. Mr. Leach will see that whatever should be done is
i

on' 03/24/94 at 20:56EST *##*x*
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‘M-AR--Whitewater-Rose Firm, Ark Bjt,1000
irm Avoiding Contact with Hillary, Managing Partner Says
xestptim

LITTLE ROCK (AP) The Rose Law Firm is avoiding contact with former
irtner Hillary Rodham Clinton so it won't be accused of informing her of
1at's going on, the firm's managing partner says.

““We don't want there to be any allegations or concern that we're sharing
1formation,'' Ron Clark said.

He said he is concerned about, but not afraid of, the investigation of the
irm by independent counsel Robert Fiske.

“"Are we going to be second-guessed about everything we've done for the
ist 10 years? Absolutely,'' Clark said. ~~“Are we concerned? Sure, we take it
sariously. Are we worried? No. The scrutiny does not bother me at all. I think
t's unwarranted, and we'd certainly like to operate without it, but we're not
fraid of having our work examined.''

Fiske won't find anything unethical in the firm's actions, Clark said, but
ill find that there were transactions in which friends were on opposite
ides.

““In this state, I don't think it's unusual to have friends on multiple
ides of a transaction,'' Clark said.

Fiske also is investigating a land development company in which President
nd Mrs. Clinton were partners in 1978-92 with James B. McDougal and
cDougal's then-wife Susan. Also being investigated by Fiske are a
cDougal-owned savings and loan that failed in 1989, and the assertion of an
x-judge who has pleaded guilty to two federal felonies that he was pressed
y Clinten and McDougal to make a loan to McDougal's wife from a program
hrough which loans were supposed to go to economically disadvantaged people.

Clark spoke about the lack of contact with Mrs. Clinton and other matters
n an interview published Thursday in the Arkansas Times, a weekly newspaper
n Little Rock. It was the first wide-ranging interview granted by a spokesman
‘or the firm.

Media coverage has been sloppy, Clark said. "“They've reported facts that
.re not facts,'' he said. A number of errors have been made repeatedly, Clark
;aid, including the assertion that the firm sued McDougal's S&L, Madison

uaranty.
A theory in some publications that Arkansas has been run for a decade by a

:abal bent on money and power is ~“garbage,'' Clark said.
““This whole cabal business, that's what they'd love to paint,'' he said.
“But they forget a few things.'' For example, the firm does very little

’susiness with Worthen Bank, which is the second-largest bank in Arkansas, in
shich the Jack Stephens family of Little Rock has significant holdings. The
stephenses also own the investment house Stephens Inc.

The biggest bank in the state is First Commercial, Clark noted, and asked
1ow First Commercial could get so big in a state in which
1 supposed cabal was working to enrich Worthen, Stephens, and so forth.

**I think the extent of our power and influence has been greatly
sxaggerated,'' Clark said. '

Of a Chicago case in which a $3 million Federal Deposit Insurance Corp.
claim against Clinton supporter Dan Lasater was settled for $200,000 with some
involvement in the case by Mrs. Clinton, Clark said:

**There is no indication of impropriety. Hillary worked only a couple of
hours on the case and we were co-counsel with a Chicago firm. Lawyers don't
settle cases, clients do. With respect to the FDIC and the RTC (Resolution
Trust Corp.), they were represented by lawyers, not uneducated businessmen.
This is not a case where the Rose firm got into a smoke-filled room and cut a
deal.''

He declined to talk specifically about the firm's investigation of the
billings of former partner Webb Hubbell, but said it is ~“very serious,''

““We will fulfill our ethical obligations with regard to Mr. Hubbell,''

Clark said.



can assure you that when the facts of this matter come out, nothing

oing will be considered unusual,'' Clark said.
d if there was any revolt among younger lawyers in the firm, Clark

“That's the furthest thing from the truth.''
39, said Rose as a whole is a young firm and has 35 partners and 22

.k'
ites, some Republicans and some Democrats, some pro-choice and others
‘e, and there's division on every issue, Clark said.

1ere are very few times that we act with unanimity,'' he said.

is_glear, though, that someone in the firm is leaking information,

salid.

e're very concerned about any leaks,'' said Clark. ~“And we know we

wish to practice law with any individual who would engage in that kind
ivity. But until we know who's doing it, it's sort of fruitless to wring
nds.''

reports that Whitewater documents were shredded in the firm, Clark

"I don't think there's an ounce of truth to the story.''

;spite the loss of several key lawyers Mrs. Clinton, the late Vince

-, Hubbell, and William Kennedy III to the Clinton administration, the
1s strong and has not suffered financially as a result of the

sversy, he said.

lrhe firm was never dominated by Hillary Clinton, Webb Hubbell and Vince
r,'' Clark said, explaining that they were only partners like the rest of
artners. They were big producers, but when they left, their clients

ned with the firm, he said.
ere is no reason why the firm should not continue, he said. ~“The Rose

irm doesn't breathe. It doesn't have children. We do,'' Clark said. ~"As
as we choose to practice collectively, there will be a Rose Law Firm.''
>se still represents federal agencies, but if that revenue were to go

the firm would still be solid, Clark said. "I guarantee you the
-nment could go away tomorrow and we wouldn't feel it,'' he said. He said
sck of the firm's records showed that it received only 2 percent of its

ings from the RTC in 1993 and $220 from the FDIC.

****  filed by:APW-(AR) oOn 03/24/94 at 22:08EST ***
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‘linton-Glance, 1st Ld-Writethru, a0809,350
Subs 2nd item to CORRECT that tax returns to be released for 1977-79,

1978-80
I AM=-Clinton

"he Associated Press=
.ghlights of President Clinton's news conference Thursday night:

icknowledged he had significantly overstated his loss on the Whitewater
estate venture in the 1980s. He said he would release a new accounting of

investment that would show he lost roughly $47,000 on the land deal
200 less than he had estimated during the presidential campaign.

Promised to release tax returns for 1977, 1978 and 1979 to show his
ings and tax payments since first entering public office.

Said he had waived any executive privilege and was fully cooperating with
special counsel investigating Whitewater, including turning over 14,000
ments.

Expects special counsel Robert Fiske to question both him and first lady
.ary Rodham Clinton about their investments.

Pledged to cooperate with congressional hearings, and did not rule out
sonal testimony.

Predicted that his landmark health care reform will pass Congress

months.'!

Denied any knowledge of actions by any of his appointees to stall or
erwise influence federal regulators as they investigated a savings and loan

the center of the Whitewater affair.

“in a

Said White House staff members who do not obtain security clearances
‘hin 30 days will be placed on unpaid administrative leave. The White House
d on Thursday that more than 10 percent of White House staff members still

:k security clearances 14 months into Clinton's term.

Said the United States stood ready to assist if there was a run on
¢ican currency following the assassination of the ruling party's candidate
- president.

Said his administration will continue efforts to stop North Korea's
clear program and strive to make a breakthrough on human rights progress in
ina.

Pledged to keep his legislative agenda on track and predicted Congress

11 soon pass legislation to limit the influence of lobbyists, to institute a
tional program of re-employment job training to make the crime bill law and

» set national standards for public education.

* ok kK filed by:APE-(--) on 03/24/94 at 21:50EST ***=%
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Clinton-First Lady, 410
nton Gives Strong Defense of First Lady's Ethical Conduct

h PM-Clinton, Bjt

'ASHINGTON (AP) President Clinton gave a spirited defense of his wife's
essional and ethical conduct, saying ~“her moral authority will be

nger than it has ever been'' after the Whitewater affair is resolved.

n a news conference Thursday night dominated by questions on the

:-obscure Arkansas land venture in which he and Hillary Rodham Clinton

: investors, the president bristled at a suggestion that his wife's

iibility may have been undermined.

isked about the possibility of a reduced role for Mrs. Clinton on health

>rm because of concern that her ~“moral authority is eroding,'' Clinton

i: "“Absolutely not. Absolutely not. People should not be able to raise

stions and erode people's moral authority in this country. There ought to

2 to be ... evidence and proof.

““We live in a time when there is a great deal of gquestion-raising. It

ms to be the order of the day. But I know what the facts are, and I'm

ing you the facts on this.'!

Clinton disputed suggestions that his wife, as a lawyer for the Rose Law

m, may have had a conflict of interest in representing an Arkansas savings
loan at the center of the Whitewater affair. Clinton noted that the

eral government had asked failed thrifts to raise capital and try to become
vent. ~“So that's what she was doing in the full light of day in full

closure. '’

When Mrs. Clinton did any work for the state, Clinton said, ~~“she never

K any pay for it. And when the firm got income from state work, she didn't

.2 her partnership share of that income. She gave that up because she wanted
bend over backwards to avoid the appearance of conflict.''

The president said that in his wife's 20-year career as a lawyer she had a

sord of ~“never before having her ethics guestioned, never before having her

1lity questioned.''
Clinton said that he expects special counsel Robert Fiske to interview him
any way he

i Mrs. Clinton and that they would "“cooperate with him in

cides is appropriate.''
"I think, in the end, when all these guestions get asked and answered,

r moral authority will be stronger than it has ever been, because we will
ve gone through this process and been very forthcoming. ... And I think

'll come out gquite well.''

x**%x  filed by:APE-(--) on 03/25/94 at 00:35EST *%**
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AM-Whitewater-Rose Firm, 1st Ld-Writethru, a0811,350

Firm Avoiding Contact with Hillary, Managing Partner Says
Eds: Corrects dateline

With AM=-Whitewater-The Stakes

LITTLE ROCK, Ark. (AP) The managing partner of the Arkansas law firm
‘here Hillary Rodham Clinton worked has broken his silence to defend the firm
gainst any suggestion of impropriety in connection with the Whitewater issue.

**I think the extent of our power and influence has been greatly
:xaggerated,'' said Rose Law Firm managing partner Ron Clark.

Clark, in an interview with a local weekly newspaper, said members of the
‘irm have gone so far as to avoid contact with Mrs. Clinton.

The firm didn't want ~“there to be any allegations or concern that we're
sharing information,'' he said.

He said the firm was taking seriously the investigation of the firm by
.ndependent counsel Robert Fiske, but said ~“we're not afraid of having our
/ork examined.

““The scrutiny does not bother me at all,'' Clark told the Arkansas Times
.n the first wide-ranging interview granted by a spokesman for the firm.

Clark also said:

Media coverage had been sloppy, reporting ~~“facts that are not facts,''
including the assertion that the firm sued Madison Guaranty, a savings and
loan owned by James McDougal, a business partner of then-Gov. and Mrs.
>linton.

A theory in some publications that Arkansas has been run for a decade by a
abal bent on money and power is ~“garbage.''

There was no indication of impropriety in the firm's handling of a Chicago
zase in which a $3 million Federal Deposit Insurance Corp. claim against
clinton supporter Dan Lasater was settled for $200,000, with some involvement
in the case by Mrs. Clinton. "““Hillary worked only a couple of hours on the
zase and we were co-counsel with a Chicago firm,'' he said.

The firm's investigation of the billings of former partner Webb Hubbell
#as ~“very serious,'' though he declined to talk specifically about the
matter.

Reports of a revolt among younger lawyers in the firm were wrong, though
““there are very few times that we act with unanimity'' because the firm
includes people with different beliefs.

Members of the firm are very concerned about leaks, but there's no truth
to reports that Whitewater documents were shredded in the firm.

ok ok filed by:APE-(--) on 03/24/94 at 22:29EST #*x%*
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AM-Clinton, 9th Ld-Writethru, a0823,1,200

Clinton Defends Whitewater Deal; Vows to Press His Agenda

EDS: INSERTS 7th graf, The White House xxx to provide backdrop for Clinton's
ationally broadcast news conference; Minor editing and deletions; no pickup
By JOHN KING= Associated Press Writer=

WASHINGTON (AP) President Clinton acknowledged Thursday night he had
ignificantly overstated the loss in his Whitewater land investment and
romised to release late 1970s tax returns to answer persistent questions on
he land deal.

The president also said he expects Whitewater special counsel Robert Fiske
.0 interview him and Hillary Rodham Clinton and said they would ~“cooperate
'ith him in any way he decides is appropriate.'!

And he vowed in a nationally televised news conference to not let
'hitewater block health care reform from passing this year, or to stall other
iajor administration initiatives.

"I know that many people around America must believe that Washington is
yverwhelmingly preoccupied with the Whitewater matter,'' Clinton said. ~“But
ur administration is preoccupied with the business we were sent here to do
‘or the American people.''

Republican leaders in Congress immediately saluted Clinton for his promise
:0 release more documents. But they insisted nonetheless that Congress quickly
101ld Whitewater hearings to review the investment and the White House handling
>f the controversy.

“TIf the president has nothing to hide, then by midsummer it will all be
jone,'' said House GOP Whip Newt Gingrich. Senate Republican leader Bob Dole
said Clinton was ~“credible'' and had "~ “probably helped himself.'!'

The White House has under siege politically because of the clamor over the
>lintons' business dealings before they moved to Washington. Several White
iouse aides were subpoenaed and some have already appeared to testify before
1 grand jury here. And Clinton's recent exchanges with reporters have been
iominated by Whitewater gquestions.

Clinton, during a 45-minute news conference, said he had no opposition to
congressional hearings, and did not rule out testifying in person.

Clinton was studiously relaxed throughout, but got a bit testy when asked
«hether he believed the controversy has undermined his wife's credibility
because of guestions about her legal work in Arkansas, and whether he was
considering reducing her role in the administration.

"I think in the end, when all these questions get asked and answered, her
moral authority will be stronger than it has ever been, because we will have
gone through this process and been very forthcoming,'' he said.

The second evening news conference of Clinton's presidency came as two key
aides testified before a Whitewater grand jury, and as new polls showed an
overwhelming majority of the American public believed Whitewater was keeping
the government from its work. The surveys demonstrated rising doubts about
Clinton's 1970s Whitewater activities and present-day candor.

Trying to shake the impression and Republican allegations that he is
hiding details, Clinton agreed to release his tax returns for 1977, 1978 and
1979, which cover the beginning of his Whitewater investment.

Also, he said he would release a new accounting of his investment that
would show he lost roughly $47,000 on the land deal

$22,200, less than he had estimated during the presidential campaign. And he

said he had waived any executive privilege and was fully cooperating with the
special counsel investigating Whitewater, turning over some 14,000 documents
to his staff.

The acknowledgment that the Clintons overstated their Whitewater loss
suggests they in turn had underpaid their income taxes. Clinton said he was
not sure if they owed back taxes. ~"If it is determined that we do, of course
we will pay,'' he said.

Taking questions, Clinton said had no knowledge of Madison Guaranty
Savings and Loan money being improperly steered to one of his gubernatorial



campaigns, a question being investigated by Fiske.

Hours before Clinton's appearance, one of his fiercest Whitewater critics,
Republican Rep. Jim Leach, suggested the administration had abused its power
in an effort to intimidate regulators. Clinton replied, ~“The evidence is
clear that I have not done that.''

He said if there was any pressure placed on regulators, it was done by
““political career appointees of previous Republican administrations'' and
insisted: "I can tell you categorically I had no knowledge of this and was
not involved in it in any way, shape, or form.''

on other issues, Clinton:

Stated that White House staff members who do not obtain security
clearances within 30 days will be placed on unpaid administrative leave. More
than 10 percent of the White House staff lack clearances.

Urged the Mexican people ~“to continue their strides toward economic
reform and progress'' despite the assassination of the ruling party's
candidate for president.

Said his administration will continue efforts to stop North Korea's
nuclear program and strive to make a breakthrough on human rights progress in
China.

Said he has not decided hew to finance the welfare-reform program he will
unveil next month. Of a Republican proposal to deny welfare to illegal
immigrants, he said, ~°I think it goes too far.''

on Thursday afternoon, Leach made a lengthy, scathing statement on
Whitewater from the floor of the House, expressing doubts that the Clinton had
lost money on the investment.

During his 1992 campaign, Clinton hired an auditor whose report estimated
the Clintons' Whitewater investment had lost $69,000. It had raised eyebrows
because no such loss was ever claimed in their tax returns.

Thursday night, Clinton revised the figure downward. He said a fresh
review of the investment had found that a loan of $20,700 Clinton had tied to
Whitewater was instead to help his mother buy a house. He also mentioned
another $1,500 loan payment that would i.ave reduced his loss.

In addition to containing informatior on the Whitewater investment, the
late 1970s tax returns alsoc cover the timeframe in which Mrs. Clinton made
ljucrative investments in cattle futures, earning perhaps $100,000.

Hours before Clinton spoke, advisers Bruce Lindsey and George
Stephancpoulos complied with subpoenas calling them before a Whitewater grand
jury.

A new survey showed the public was skeptical.

Eighty-one percent of respondents in a new national poll by the Times
Mirror Center for The People & The Press said the Whitewater affair was
disrupting the government's effectiveness.

Cclinton, however, predicted he would be rebound once the Whitewater cloud
cleared.

““None of this in the light of history will be remotely as important as
the fact that by common consensus we had the most productive first year of a
presidency last year of anyone in a generation.'® Clinton said. ~"That's what
matters, that we're changing people's lives.'!'

-END=-QF-AUTOBREAK (1) -
-AUTOBREARK (2) -FOLLOWS
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is information suitable for filing
IMI Hillary Clinton made about
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" dim 1s like a brother 1o me," Clinton
told mie around 1961
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smpie of what » big Srother might dn
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erous. They dun’l Like me very much,
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John
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Did they expect favorable pwlkm
I return® Ofy, plesse. They'd been

Ing my columms long emou
el ome can never be sure
the bed 111 got wp on | know of ane fel
low — lower m class amd wholiy
diverced from American politics -~
who benefited frum the Blalirs' ftnan
cial lsrgesse nnd didn't even keow it

The’ wimply took & shine to him
If there was anything potentially in-
proper or umtoward LJim Blair's

heiping Hillary, it wouid be onty if the
Mlpwuﬂtmﬂo‘ 8 partofs q;ad
Al -vrt

ﬁm? for 'Kﬁm 'Fa:a“

myriod intercss in stale iaws and n;
ulations.

Tyson Foods got fevors from the state
and federal government threugh th-
1980s. It extracted them because |l is
powerful with [he sate Democratic ex-
{shlishment — with Darid Pryor ana
ale B s as much as Clinton —

tour ol Farliament
A little personnl hely: with the com:
nicdilles markel in 1878 wouid have
heen more beneficial smsleriaily, bul
Iheir penerosity enhanced our vacation
and introduced u* to a delightful new
| friend

_.’.h‘

and becausre many states, not just
Arkansas, fell over themsalves in the
1984 1o provide aconomic incentives
sad envircnmental walvers o slirsct

l.:gum.t:n was obsessied in those days
with job crestion and job sxtraging. and
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o impropriety evident

ke will very meariy acimit to mm( I
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There siniply is no evideace, nor b+
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"T‘ tions because Ms iawyer helped

Jary pull down $186,000 tn 1978 Clin
Lo cul slack for entirely different rea
som

Aciunlly it appears at the momerit
that the Clinton adminisir hion in Wash-
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processers over Tyson and other
Arkan:as operaters in » debale
‘what constitutes fresh chicken y
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good friends and Lhe Biairs are eotitied
o be generots. And we're all entitled
to knnw when and how Hillary Cl'lnhﬂ‘
once made n hig pot of money. The ar
ticie in The New York Tomes provided
worlhy referance material, but not much
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From Boston Globe Page 1
Ex-judge plays
high-stake role
in Whitewater

By John Aloysius Farrell
GLOBE STAVF

WASHINGTON - Ever since his office was
raided hy federal agents last summer, former
Arxansas judge David L. Hale has reported!y sought
lenient treatment from authorities by offering them
& damning version of President Clinton's role in the
Whitewatev affair.

Now, as part of a plea bargain he struck with
Whitewater special counsel Robert B. Fiske, Hale is
scheduled to plead guilty today and cooperate with
investigators. The ex-judge says Clinton pressured
him into making an improper loan to a business
paruer of the president and his wife,

Clinton, for cne, insists Hale is lying, “This is all
abunch of bull,” the president said yesterday wrile
traveling in Florida.

But as part of Hale's deal, the members of &
federal grand jury will have the chaxce to gauge his
cradibllity for themselves.

The atakes in the political and legal jockeying are
righ. If Hale is found to be a believable witness, he
could wreck one of the White House's main lines of
defense in the Whitewater land development case:
that there is no “credible” aceusation of presidential
wrongdoing.

Hale is also at the top of the Jist of witnesses that
Republican members of Congress want to appear at
t2levised public hearings. The first such opportunity
waz sbruptly canceled when Rep. Hemy
B. Gonzalez, Democrat of Texas. called off a House
Baniing Committee hearing scheduled for
Thursday, contending that Republicans were
piotting 10 turn it into & partisan eircus.

Gonzalez instead urged House Speaker Thomas
Foley to arrange for a full set of Whitewater
Eearings, perhaps by a select committee.

Hale is scheduled to plead guilty today to two
felony chaiges of mail fraud and misleading the US
govertment. Beth stern from his work as the
ownper of Capital-Management Services Inc., which
made questionable Small Business Administration
inans to several major political figures in Arkansas.

In their attempts to sway the authovities, the ex-
judge and his attorney have alleged to House GOP
staffers. the Globe and other media orgarizations
that Ciinton, when governor of Arkansas, pressured
Hale ta lend money improperly to Susan MeDougal,
a business partner of Clinton in the Whitewater

Development Corp.

White House Press Secretary Dee Dee Myers
said Hale's tale is not credible and was concocted
only to “save his butt.” Clinton had no knowledge of
Hale's $300,000 loan to MeDougal, Myers said, nor
did the president know that $110,000 of that money
ended up for a time in a Whitewater account, where
it was used to purchase land.

But to the Whr{.!a House's di:;::y, interest in
Hale's allegations have been fueled by the timing of
a July 21 raid by federal agents on his [,iw:;sz
office: It took place on the same day that deputy
‘White House counsel Vincent Foster committed
suicide.

Clinton’s Republican critics, like Rep. Jim Leach
of Iowa, sugyest that the two events are
though Foster killed himself shortly before the raid
began. Foster received a phone call that morning
from someone at Little Rock's Rose Law Firm, kis
former employer. licans g that insiders
there were tipped off when the Hale search warrants
and subpoenas were approved that mornirg and that
the news was then relayed to Foster.

Hale, 53, is a familiar face in Arkansas
Democratic circles, going back to his days as
president of the Young Democrats at the University
of Arkansas in the 1960s. Clinton appointed him as
the first judge of the new Municipal Cowt, 2 small
claims court, in 1979. That was also the year that
Hale founded Capital-Management Services, a
lending company backed by an SBA program
designed to charnel loans to “socially or
ecanomically disadvantaged” businesses, such as
those run by women o1 minorities.

In the cloze-knit world of Arkansas Democratic
polities, Hale shaved a lawyer named Jim Guy
Tucker with James MeDougal, who with his wife,
Sussn, was partner in the Whitewater development
with Clinton and his wife, Hillavy, Tucker would one
day become Clinton's Heutenant governor and then
suceeed Cliaton as governor after the 1992
presidential election.

Accordiag to dowmenmu obtained biia.thn. Globe,
Capital-Management made a series of loans to
corporatiors run by Tucker, McDougal and Stephen
Smith, a former administrative assistant to Clinton.
The records also show that on Apvil 3, 1936, Hale's
lending company wrote “Susan H. McDougal, d/b/a
Master Marketing™ a check for $300,000. According
to a confidential report prepared by Master
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Marketing and submitted to Capital-Management,
the money was supposed to be used to finance two
real estate developments around Little Rock.

But Hale and his attovsey, Randy Coleman, say
that the Joan to Susan MeDougal was solicited by
Clinton and James McDougal in a series of meetings
in late 1985 and early 1986. Hale says McDougal
asked him to belp the state’s Democratic “political
family” at a time when McDougai's savings and loan,
Madison Guaranty, was overexterded 2nd being
pressured by US regulators,

On one oceasion outside the Arkansas State
House, said Hale, Clintor. walked up 0 him and
asked him to “help Jim and me cut.” Another
rieetng took place at McDougal's office, Hale said,
at which both Clinton and McDougal urged him. to
nelp them get Madison through itz troubles by
lending $150,000 to Susan's business. McDougal
later raised the amount to $300,0C0, said Hale, but
could not keep Madison from failing spectacularly, at
4 cost to the taxpayers of $45 million to $60 millioc.

After Hale's offices were raided last July, he was
indiczed in September on four counts of frandulent
misrepresentation, urrelated to the Whitewater
ratter. Only one of the cinrent chavges is betieved
velated'to the original ores; the second is expected to
invoive Madison Guarvanty.

In the weeks before tke indictment was handed
down, Coleman tried to strike a deal with Paula
(Casey, the US attorney in Little Rock and a
lengtime Clintou ally.

Casey proceeded with the indictment, causing
Coleman to argue that her reluctance to trade for

From Boston Globe Page 3

Hale's testimcny was “borr.e out of the potential
political sensitivity and fallout regarding the
information which Mr. Hale could provide™ about
“the banking and borrowing practices of some .
individuala in the elite political cireles” of Arkansas
Deinocrats,

But in a letter to Coleman, Casey said that Hale's
requests for Immunity from prosecution, or for a
plea to a mere misdemearor, were not enough. She
insisted on a “plea of guilty to a felony charge of
fraud” by Hale, as well as his specific cooperation
with the FBI.

“Genetal azsertions that ne knows significant
information 1egarding “nportant’ peopie serves no
goal other than his understandable, but self-serving,
desire to avoid the consequences of his own
significant criminal conduct,” Casey wrots in a Sept.
21 letter.

Only a few weeks later, however, after news of
the Justice Department's investigation irito Madison
broke, Casey and her staff asked to be removed from
the Hale case “because of theix familiarity with some
of the parties and the need to ensure that there be
no misperceptions about the impartiality of the
investigation.”

The Republican response to the Hale case has
not been unified. Some GOP critics say Casey was
trving to protect Clinton by not striking a deal for
Hale's testimony; others say Ficke is protecting ¢+
Clinton by cutting sach a deal, and thus Preventing a
public trial.

Seniors’ rally gives Clintons a boost

By Michae| Kranish
GLOBE STAJ¥

DEERFIELD BEACH, Fla. - After weeks of
bzing battered by the the Whitewater affair and the
regignations of two top aides, President Clinton
Yesterday sought to regain the offensive as he
warned senior citizens that the Medicare system
e5uld collapse unless his health-care plan is adopted.

Clinton’s talk here seemed juat the medicine he
needed as he kicked off a weeklong effort to refocus
attention on his top domestic priority. Spesking at a
sun-drenched rally at Century Village — & vetirement
community that voted 9-1 for his candi in 1992 -
the president was greeted with what amounted to a
bero's welcome.

“I wanted to get away from distraction and foeus
people on the real problems we face,” Clinton said.

The president and nis wife, Hillary Rodham
Clinton, seemed uplifted as they were surrounded hy
several thousand seniors who sported buttons that
said “senior power” and waved cardboard fans that
said “I'm a fan of the Clinton Health Plan" Many
Wwere eager to tell reporters they were angyy that
talk about Whitewater has overshadowed the health-
cave debate.

“I think he's right in line on health care,” said Bill
Conner, 72, a visitor from Winchendon, Mass. “I
support him on covering preseription drugs and the
nealth safety net. Whitewater is . .. a waste of time.”

But just as the support in communities such as
Century Village failed to gain Clinton a Florida
vicwry in the 1992 general election, it was far from
clear whether the president could count on retirees
to push his health-care plan.

The Whitewater affair, along with the

regignations of White House counsel Bernard
Nusshsum and Associate Attorney General Webster
Hubbell, has taken its toll in recent weeks, giving
well-financed opporents a better chance to try to
define the Clinton pian as a big-
governmeat program. Polls show that support for
Clinton and bis plan has dropped.

“We have to pick up the pace,” White House
spokesman Jeffrey Eller said.

Indeed, it was a mark of the difficulty Clinton is
having in selling bis bealth-care plan that he has had
to devote 80 much attention to senior citizens’ issues.
Clinton struck a deal with the seniors’ Iobby in
writing the health-care bill, providing coverage for
prescription drugs and preserving Medicare.

But polls have shown that & majority of senior
citizens has reservations about the Clinton plan, and
the American Associztion of Retived Persons
recently declined to endorse the president’s
proposal. An AARP poll found that 62 percent of
those surveyed felt Clinton’s plan would result in the
erosion of heslth-care quality. The plan includes §124
billion in Medicare cuts, although Clinton has said
that would not result in a reduction of benefita.

“We are not going to mess up what is right about
America’s health cave,” Clinton said. “Medicare
worka,” Without specifying his proposed Medicare
cuts, Clinton said his plan would save money in
Medicare by cutting inflatiopary costs.

Clinton sought to appeal to the senior citizens’
gense of history and patriotism, noting that they had
supported President Foosevelt to create Social
Security and President Johnson to develop
Medicare.
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I ouse asks eaders
Whitewater

By Jill Zuckman
GLOBE 374LF

WASHINGTON -~ In a retreat by Democrats
who initialiy opposed hearings on the Whitewater
affair, the House voted overwhelmingly yesterday to
ask its leaders to work out a time snd place for such
sessions.

But Speaker Thomas S. Foley of Washington
cautioned that the House resolution, which was
approved 408-15, only commits the two parties to
negotiating for hearings. “In the end, we may not be
able to agree,” Foiey said

The Democrats previously refused to consider
hearings inte the Arkansas land developrent deal,
bt the drumbeat of Republican questions into the
matter finally prompted yestarda;'s partial
concgssion. Tn turm, the Republicans had insisted
Licarings rust take place immediately, but now have
agread to hoid off for an indefinite period.

While Republicans appeared 1o zain siightly in
the latest round of the Whitewater struggle, the
utimate winners and losers probably will not be
sorted out until the special counsel in the case
cornpletes his investigation, Stil, the GOP's quest for
heavings iz only expected to intensify if Democratic
lraders try to stonewall the House resclution or a
COMYiENI0n measure in the Senate,

“Talways felt it was inevitable,” said Rep. Joseph
P. Kernedy 2d, a Democrat of Bri ghton and a
mcmber of the Banking Committee.

Robert B. Fiske, the special counsel wno is
investigating the matter, had asked Congress to
delay hearings t allow him to conduct his inquiry
amferterzd by distracting public revelations,

“I'm satisfied for the moment,” said House
Minority Leader Rebert H. Michel of lilinois. Ge
insisted Congress has a right to conduct oversight
hearings “separate and apart” from the special
counsel, but added, “I don't want to see any kind of
“rcus aumosphere.”

The House resolution is nearly identical to the
language adopted by the Senate 95-0 cn March 17,
Yesterday, avery representative from Massachuserts
vored for the messure,

The Hoinze vote came as Robert Aliman. the
acputy Treasury Sceretary appeared before 4 grand
Jury that nas questioned a seriez of White House
wificiais in the past week. Altman 2aid he provided
“all the facts” for Fiske's investigation, snd said he
a3 "r3ady 3 45 the same in any congressional
mguny.”

Meanwhile, in Litfle Rock, &rk., David Bale, «

TlteBoso Blote

or 1earings on

former municipal judge wha has made allegations
about President Clinton's involvement in a
qQueetionable loan, pleaded guilty in a plea bargain
yesterday to two charges of fraud involving nis
fedcrally backed lending company.

An assistant to Fiske told the Arkansas eourt
that Hale has been working with prosecutors there
and “possesses extensive inowledge in the arcas we
are investigating.” Hale has said that in 1986,
Clinton, who was then governor, urged him to make
a loan to a firm owned by onc of his Whitewstar
partners.

The House vote was tallied a day after Herry B,
Gonzalez, Democrat of Texas and chairman of the
Banking Committee, abruptiy canceled an overs: ght
hearing into the Resclution Trust Corp., which hss
the responsibility for disposing of fafled zavin gs and
lvans such as Madigon Guaranty Savings & Loan, a
focal point of the Whitewater probe.

[owa Rep. Jim Leach, the ranking Repubiiean on
the zommittee, had planned to use the hearing to cail
witnesses and ask questions about the Whitawater
inveatment.

In a letter, Gonzalez acensed Leach of
“premeditatedly intending to launch into a
prosecutorial or judicial adventure.” He said he had
no choice but to postpone the March 24 hearing until
Leach could attend in a calm and dispassionate
manner. “You must not be much interested in
getting an accoumting of the $25 billion we voted for
RTC last year,” Gonzalez stated.

In a separate letter to Foley, Gonzalez accuzed
Republicans of using “an arvay of half-truths, old
rumers, Lalf-haked conspiracy theories and outright
Iies.."

Leach, in a return letter to Gonzales, noted that
the oversight hearings into the RTC are required by
law. And he eaid public disclosure into Madison
Guaranty and its relationship to Whitewater “is th.c
only way that this adminiztration can put this issue
behind them.”

Rep. Barney Frank, Democrat of Newton avd a
rietnber of the Banking Committee, said hearings on
Whitewater became more of a necessity when
allegations surfaced that there may have been
interterence into tae faderal grvernment's
Teguistory system.

Bt he said the vote takes away one of the GOP's
biggest complaints: “T think the Republicans woujd
rather have the i55¢ 0f the hearings than hearmge
beca 1se there's no thera there.”

In the Senate. Minority Leader Bob Dole of
Kansas said he would like to avoid a big “showcase™

committee to look into Whitewater. And he said he
would like hearings to start in a few weeks,

Bat, similar to the House, Majority Leader
George J Mitchel! of Maine said he has no timetable
Tor the hearings, And he said the Senate's vote on
Whitewater shows “the Republicans abandoned their
request for immediate hearings for the obvious

reason that it wasn't the appropriate thing to do.”

Muterial from the Associated Press was included ir.
this report.
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Trail of Memos on Whitewater Inquiry:

By TIM WEINER |J
+and loans in a 21-state region from the | jenjed

| Special io The New York Times
KANSAS CITY, Mo, March 26 — |
Nearly two years ago, L. Jean Lewis, a |
Federal investigator of financial fraud,
| fixed her attention on a collapsed Ar- |
kansas savings and loan, Madison |
Guaranty, run by a former business |
| partner of Bill and Hillary Clinton.
| Ms. Lewis began 1o see a paper trail, |
a pattern of what she regarded asi|
suspicious loans and potential fiscal |
crimes, including “*a $1.5 million check- |
kiting scheme,” according to memo- |
randums she wrote from her post at,
the Resolution Trust Corporation, the !
Federal agency charged with unravel- |
ing the savings and loan collapses of |
the 1980's. |
Last week, the string of memoran-

dums she wrote about Madison, and !
about her growing belief that Washing- |
ton officials were trying to pull back |
| from her most stinging conclusions, |
came to the public’s attention as Rep- |
resentative Jim Leach of Jowa used |
them as a basis for a blistering critique
of Mr. Clinton. |
Mr. Leach, the senior Republican on |
the House Banking Committee, has '
said Ms. Lewis had sought Congres- !
' sional protection as a whistle-blower. |
| Her memorandums were part of a:
| stack of documents he made public to |
: support his accusations. But in their |
| details, the documents also provide a |
| window into the origin of the White-
| water affair that has enveloped the
| Clinton Presidency.
. Ms. Lewis was removed from her
role as a lead investigator in the case
last November and her conduct has |
been questioned by Federal banking ;
officials. The question now is whesher|
Ms. Lewis is a misguided zealot or the
woman who exposed the truth behind |
the Whitewater affair. |

Repeated Recommendations 1
In memorandum after memoran- !

dum, she made 10 separate recommen- i
dations for criminal investigations into |
the Clintons' former business partner |
in a real estate venture, the White-
water Development Company, James
B. McDougal, and his associates. She

| described her mounting dismay as the
criminal referrals disappeared from
the R.T.C.'s offices on Main Street in

Kansas City into the maze of the Jus-
tice Department in Washington.

Last Jan. 6, she wrote a memoran-
dug; 1o herseif afm!r a bemmnmm
with a reporter: “It’s inning to
sound like somebody or muitipie
‘somebodies’ are trying to carefully
control the outcome of any investiga-
tion surrounding the R.T.C. referrals,
and that the beginnings of a cover-up
may have alreadv started months
ago.”

Ms. Lewis, who was ill with bronchi-
tis last week, and is under orders from
her superiors not to-speak to the press,
declined today through an agency
spokeswoman to respond to questions.
But she met earlier this month with
Robert E. Fiske Jr., the special counsel
investigating the Whitewater affair,
and her colleagues in Kansas City are

| varushed assets benefited the Clintons | —
politically or financially. |
Ms. Lewis contends that Mr. McDou- |
gal’s savings and loan allowed White-;.
water, the land development company !
! he and his wife owned with the Clin-|
| Lons, to cash large checks with insuffi- |
cient funds in the 1980’s, and that this ]
created a loss of at least $70,000 for the i1
. S.& L. She came 1o believe that the’
Clintons must have known that Mr.;®
McDougal was using Madison's money | '
to shore up their share of the White-,
water project, which ultimately failed. |-
Prompted by News Report :
Nothing in Ms. Lewis’s work impli-!
cates the Clintons in any crime. Her*
memorandums instead describe ac-!
tions and inactions by Federal officiais |
in the Clinton and Bush Adminstra- |
tions that sought to sever the financial !
links she saw between Madison Guar- 1
anty, Whitewater and the Clintons.

Ms. Lewis was one of five mvestiga- |

crimes in the failures of 189 savings!

Pacific Northwest to the Appalachians. i

She began to focus on Arkansas after :
the initial news report in March 1992 of ;
the Clintons' involvement in the White-+
water land venture. Though Mr.:
McDougal was acquitted of Federal:
bank fraud charges in 1990, Ms. Lewis.
was assigned to a follow-up investiga-'
tion of Madison in the summer of 1992..

Her memorandums say she quickly ;
learned that a Little Rock lawyer who !
had worked at Madison had “fabricat-|
ed"+two years of records for a subsid- -
iary of Madison. She suspected this;
was done to create the appearance of !
legitimate financial transactions,,
when, in fact, those transactions had.
drained the assets of Madison. The:

; savings and loan collapsed in 1989 at a

cost of taxpayers of at least $47 million.

Her suspicions led her to a Little:
Rock warehouse, where the records of
Mr. McDougal's defunct savings and:

Was an R.T.C.
official too
zealous or too
accurate?

loan were strewn about haphazardly.!
Piecing together the Madison files, she:
concluded in August 1992 that there:
had been “‘a $1.5 million check-kiting:
scheme between the McDougal and/or:
McDougal business partner-controlled!
entities, including Whitewater,”" her:
memorandumss said. !

She and her colleagues sent a crimi-'
nal referral — a recommendation to'
begin a criminal investigation — to the-
F.B.1. and the United States Attorney in:
Little Rock on Sept. 2, 1992, as Mr.
Clinton's campaign to defeat President .

| George Bush was in full swing.

Nothing happened. Eight months lat-,
er, in May of 1993, Ms. Lewis sought to;
find out why. \

She spoke with a Federal prosecutor
in Little Rock, Bob Roddey. According ;
to a memo she wrote about the conver- |
sation, he told her that the United|
States Attorney in Little Rock, Charles |
A. Banks, a Republican appointee, had !
deemed the case “‘politically hot." De-|
ciding the previous September that an |
investigation involving Mr. Clinton
would be perceived as a political dirty |
trick, he had forwarded the case to the |
Justice Department in Washington. |

The political heat was generated in!
part by Ms. Lewis's finding that the;
Whitewater development drained tens|
of thousands of doilars from Madison:
and thus may have contributed to its
collapse. In addition, a Resolution!
Trust Corporation official in Kansas|
City said, the investigators came to;-
suspect that Madison money might!
have been improperly donated to Mr..

~ tion of a criminal investigation."*

! as the lead R.T.C. investigator in the

The Clintons and Mr. McDougal have
any wrongdoing in connection
with Whitewater.

Political Factors Suspected

*

Throughout the summer of 1993, Ms.
Lewis called Washington, trying 1o
track what had become of the case. Her
memos reflect her growing belief that
“political ramifications'" were under-
mining it.

The request quietly dlie[;:a at the Jus-
tice Department early that year, as
officials decided that there were not
grounds for a criminal investigation,
according to R.T.C. memorandums.
But in a lapse that has not been ex-
plained, the Kansas City office was not
notified.

Meanwhile, three more criminal in-
vestigators from the R.T.C. joined Ms.
Lewis in reviewing the loans, checks
and land records of Madison and its
subsidiaries. On Oct. 8, 1993, they sent
nine new criminal referrals on the case
to the F.B.l. and the United States
Attorney in Little Rock, Paula Casey,
newly appointed by the Clinton Admin-
istration. "

On Nov. 1, Ms. Casey wrote to Ms.
Lewis, saying both she and the Justice
Department had decided that the origi-
nal criminal referral had “insufficient
information ... to warrant the initia

Within days, Ms. Lewis was removed «
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case. In a memorandum to to her col- &
leagues, she wrote, *'The Powers That §
Be have decided that I'm better off out |
of the line of fire (and I ain’t arguing).”
An Official Is Critical i

R.T.C. officials in Kansas City de- §
clined to formally respond to questions &
about Ms. Lewis’s investigation or the !
Whitewater case this week.

But same officials have been criticial §
of her work and her charges. One is
April Breslaw, a career lawyer with «
the Federal Deposit Insurance Corpo-
ration in Washington, the Government «
agency with overall responsibility for
banks and failed savings and loans. «

in a memorandum aiso made public
by Mr. Leach, based on a tape record-
ing she made, Ms. Lewis charged that ;
Ms. Breslaw sought in a meeting in 3
Kansas City on Feb. 2 to ;
investigators to tone down their White- ¥
water charges. "

In an interview on Thursday, Ms.
Breslaw denied that assertion, and crit-
icized the quality of Ms. Lewis's inves- §
tigation. She said Ms. Lewis was exag-
gerating the situation to try to mini-
mize her own shortcomings as an in-
vestigator. And senior Justice Depart-
ment officials remain unconvinced that
Ms. Lewis and her colleagues made a
convincing case for prosecution in their
initial set of referrals.

Now that Mr. Fiske has taken over
the Whitewater investigation, Ms. Lew-4
is is keeping her own counsel, her
memos show. On Feb. 7, a Federal
prosecutor in Little Rock called her
and started an informal chat about thed
Madison case. She told him that “I'd
formed my own conclusions on

their own investigation of | Clinton's 1984 cam

pursuing ign for Governor!
whether any of Madison Guaranty’s | of Arkansas. P :

point, and that's where they would sta’
— my own.” v

N\



J’WHITE HOUSE AIDE
' BEGOMES SUBJECT
~ OF NEW INQUIRIES

'PHONE CALLS QUESTIONED

S.& L. Agency’s Hiring of a
Republican Investigator

T
IStephanopuulos Complained of

1
| By DoUGLAS JEHL |
Specai 1o The New York Times
| WASHINGTON, March 26 — The
| White House and the Whitewater spe-
i cial prosecutor are conducting. sepa-
!lrate inquiries into whether a senior
i aide to President Clinton acted improp-
|e:r|3|r last month by raising questions
| about the hiring of a high-profile Re-
| publican lawyer to look into the bank-
| ruptcy of an Arkansas savings and
| loan.
! Thomas F. McLarty 3d, the White
| House chief of staff, ordered the inter-
; nal review on Friday night after learn-
| ing that the prosecutor was looking into
|a conversation on Feb. 25 between
|George Stephanopoulos, one of Mr.
i Clinton's closest aides, and Joshua
| Steiner, a close friend of Mr. Stephano-
| poulos who is the Treasury Depart-
ment chief of staff.
In that call, made on the same day
that members of Congress were an-
| grily raising questions about contacts
between officials in the Treasury and
the White House, Mr. Stephanopoulos
complained about a decision by the
| Resolution Trust Corporation, an inde-
| pendent Federal agency, to hire Jay B.
Stephens, a former United States At-
torney for the District of Columbia.
Raised Replacement Quetion

An  Administration official, who
spoke on the condition of anonymity,
said Mr. Stephanopoulos asked Mr.
Steiner if the hiring was ‘“final” or
whether Mr. Stephens could still be
replaced.

Mr. Stephens, who had been publicly
critical of the Clinton Administration,
was hired- o determine whether the
Federal Government could file civil
suits to recover some of the $60 million
the bankruptcy of the Arkansas sav-
ings and loan, Madison Guaranty, cost
taxpayers. Madison was owned by the
Clintons' partner in the Whitewater
land deal, James B. McDougal.

Mr. Mclarty also directed Lloyd
Cutler, the White House counsel, to
review another telephone call on Feb,
23 involving Mr. Stephanopoulos and
Harold Ickes, the White House deputy
chief of staff. In that call, officials said,
Mr. Ickes angrily criticized Roger C,
Altman, the Deputy Treasury Secre-
tary, for failing to give the White House
advance notice of his decision to recuse
himself from the Resolution Trust Cor-
poration's investigation of Madison
and Whitewater.

| In an interview today, Mr. Cutler
said, “It would have been better if
these phone calls hadn’t been made.”
But Mr. Stephanopolous and Mr. Ickes,
'through his lawyer, said they had done
nothing improper in making the calls.

They have been questioned about the
calls by a grand jury at the disposal of
the special prosecutor, Robert B. Fiske
Jr. An aide to Mr. Fiske said today that
the special prosecutor was reviewing
the conversations as part of the investi-
gation, but he refused to say anything
mare about the inguiry.

Neither Mr, Altman, Mr. Steiner nor

Continued on Page 20, Column 1

ment, and Mr. slepnens refused 1o ais-
~ the ¢ (roversy surrounding his
hiring.
.

o ‘No Action Was Taken’

But a Treasury Department spokes-
man, Howard Schloss, said this after-
noon: ‘“No action was taken either by
Mr. Altman or Mr. Steiner as a result
of the calls. No one tried to influence
the negotiations one bit.”

Mr. Cutler said he had been asked by
Mr. Fiske not to interview any of those
already subpoenaed in the case until
the grand jury finished its work, proba-
bly next month. But the decision by Mr.
McLarty to call for an internal review
of the calls reflects the extreme sensi-
tivity of their disclosure just a day
after Mr. Clinton held a news confer-
encg in an attempt to clear the air
about the Whitewater affiar.

The previously unknown conversa-
tions between the White House and
Treasury Department officials were
first described today in The Washing-
ton Post. An article to be published this
week in Time magazine reports that
Mr. Steiner had made copious written
notes of his conversation with Mr. Ste-
phanopoulos. Lawyers involved in the
case said today that those notes had
been turned over to Mr, Fiske as evi-
dence in the case.

: In adding the calls to his investiga-
tion into contacts between the White
House and the Treasury Department,
Mr. Fiske is presumably trying to de-
termine if aides to Mr. Clinton tried to
interfere in any way with the trust
eorporation’s investigation into Madi-
son.
- In a written statement issued by the
WVhite House this afternoon, Mr. Cutler
faid that “these conversations should
mot be blown out of proportion.” He
gaid it was ‘‘perfectly natural” that
White House officials wuul?hl;e ssur-
prised by the appointment of Mr. Ste-
phens, whom he described as "*an out-
yoken political opponent of the Presi-

]

+"Mr. Cutler said no one has suggested
that any action was taken to remove
Bir. Stephens, and noted that he was
still conducting the trust corporation’s
ctvil inquiry in the case.
"Mark Gearan, the White House com-
munications director, said Mr. Ste-
mupoluus had told him that he in-
ed the President for the first time
gBout the calls on Friday afternoon.
»-Today, Mr. Stephanopoulos said he
rémembered speaking once on Feb. 25
with Mr. Steiner, and had complained
fo him about the R.T.C.'s decision to
fire Mr. Stephens. But he said had only
Been venting his anger at the hiring of
someone he regarded as a political
spponent of Mr. Clinton.
¢ “] was puzzled and blew off steam
over the unfairness of that decision,”
?r. Stephanopoulos said. ‘'Because
dy Stephens had accused the Presi-
Jent of improper interference in an -
&igation.”

= -He would not elabroate on his moti-

wation in making the call and would not

¥plain why he, as a senior White

official, thought it approrpriate

J5.confront the Treasury Department’s

whief of staff about a decision by the
L]

= Stanley Brand, Mr. Stephanopoulos'
Jawyer, described his client as having
“‘a temper tantrum' in com-
ing to Mr. Steiner, with whom he
worked on Michael S. Dukakis's
Presidential campaign, about Mr.
s's hiring. But he said of Mr.
anopoulos, **At the end of the call,
concluded that there was nothing to
done, and he did nothing.”
%Bmﬂ said that Mr. Stephano-

i

could not remember whether
¥ explosion at Mr. Steiner preceded
-&gqu[ his joining Mr. Ickes in

Mr: Altman about his neglect in alert-
the White House to his recision to
\ himself from the R.T.C. investi-
m:of Madison and Whitewater.

e T IRRE

& -But associates of Mr. Stephanopou-
and Mr. Ickes said neither remem-
raising the subject of Mr. Ste-
%hens's hiring with Mr. Altman, who
swas then the acting chairman of the
.T.C.
- Robert Bennett, Mr. Ickes's lawyer,
| nevertheless said today that his client
also believed that it was ““‘outrageous’”
that ‘'someone so partisan” as Mr.|
| Stephens had been put in so sensitive |
| posilion n overseeing the inquiry.
| Mr. Altman first told White House |
| officials on Feb. 2 that he was consider- |
| ing recusing himself from the trust
corporaton's inquiry. Both he and the
White House officials have insisted thar |
they never advised against the move, |
although Bernard W. Nussbaum, the|
White House counsel, raised questions |
about who would take his place, offi-
cials have said.

But their lawyers said today that Mr.
Stephanopoulos and Mr. Ickes were

nevertheless taken aback Opom Tearm
ing on Feb. 25, after reporters inquired
about it, that Mr. Altman had informed
Howell Raires. the editorial page edi-
tor of The New York Times, earlier in
the day that he indeed planned to re-
cuse himself. Mr. Altman had not yet
alerted the White House of his plans.

Mr. Bennett said that Mr. Ickes had
believed strongly that *‘this was not the
protocol that should have been fol-
lowed” and that he made that clear
during the conversation. Mr. Stephano-
poulos would say only, “Roger ex-
plained that he had decided to recuse
himself, and | suggested that as a
courtesy he write a letter to the Presi-
dent explaining his decision."

In his written statement this after-
noon, Mr. Cutler emphasized that he
did not yet know all the facts in the
case. But he expressed confidence that
a “firewall” erected in the case earlier

; this month after the disclosure of other
unusual contacts between White House
and Treasury officials would make cer-
tain that **such conversations will not
be repeated.”

i
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Plucked-chicken ethics

When Bill and Hillary Clinton rolled into
Washington last year, the new president
promised his administration would “‘reform
our politics so power and privilege no lon-
ger shout down the voice of the people.”
Judging from headlines jumping off the
pages of the Wall Street fournal and the
New Yurk Times recently, it appears the
Clintons have not always practiced what
they preach.

While Clinton was attorney general and
governor of Arkansas, he and his wife
formed, and in Washington his administra-
tion has maintaincd, what appear to be
inappropriately close ties to Arkansas
chicken king Don Tyson. While neither
newspaper suggests anything illegal about
the relationship, the Clintons have profited
personally and professionally. And the Ty-
son chicken business hasn't done hadly,
either. A yearlong Agricuiture Department
crackdown against unsanitary conditions in
slaughterhouses, including the imposition
of 4 zero-tolerance standard for fecal mat-
ter. bypassed the chicken industry entirely,
incjuding Tyson's 66 plants, until just last
week when a preliminary proposal for
chicken safety was announced.

~According to a report in the Times,

Hillary Clinton dipped into her family's-

motlest income in 1978 and invested in the
dangerously speculative commodities mar-
ket;-buying cattle futures. Over the course
of a’year, she turned a profit of $100,000,
-elying on the investment advice of James
8. Blair, a longtime Clinton political sup-
sorter and friend and, coincidentally, Tyson
zeneral counsel. If nothing else, Blair's
srofitable advice must have purchased a
neasure of Clinton family gratitude.

- The Journal reported Tyson, the na-
jon's No, 1 chicken producer, got $8-mil-
jon-in tax breaks for plant expansion and
eniency on water-pollution standards while
-linton was governor.

This year, Tyson personally entertained

an Agriculture Department official from
Washington who is slated to take charge of
the department's meat and poultry inspec-
tion program. She was Tyson's guest in a
swank skybox at an Arkansas-Vanderbilt
basketball game and said later she definitely
had "'the feeling of being looked over.”
Last January, Tyson took her boss, Ag-
riculture Secretary Mike , to a Dallas
Cowboys-New York Giants football %ame.
Espy acknowledges meeting with Tyson
lobbyists “all the time.” Tyson and compa-
ny executives financially supported the
failed Mississippi congressional campaign
of Espy's brother, Henry, last year. Tyson
and his wife, who contributed heavily to
Clinton’s presidential campaign, slept at the
White House on inau tion night. And
Hillary Clinton’s Rose Law Firm has served
as the chicken producer’s outside counsel.
Through spokesmen, the Clintons deny
any impropriety aboul these associations,
As for his role as a mentor in the art of
cattle futures, Blair told the Times he's
simply very good at commodities tradin
and shared his streak of fortune wit
friends, his children, his fiancee, his fian-
cee’s children, his law and his
tennis partner, Hillary
Illegal or not, unethical or not, this sort
of blurring of the boundaries of appropriate
sodality among public officials and those
they reguiate is common in many state
capitals and defies conversion to arm’s-
length relationships when the occupant of a
governor's mansion moves to the White
House. As Blair understandably asked the
Times: “Do (the Clintons) have to go weed
their friends out and say they can only have
friends who are sweeping the streets?”’
The answer is no. And if the broad
mystery called Whitewater weren't nipping
at their heels, if the Clintons, by their
deeds, had demonstrated sensitivity toward
even the perception of unethical conduct,
the question wouldn't need to be asked.
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‘Whitewater

call ‘natural’
G'_QPe;_r’s mi§¢d reaction

MLM"W—"

WABHINGTON = A Republican
congs | eritie gf Wh

Tyt Quek
tioos concerning fwe top Whits House
aides who complained w & Treasary
affieial apout the hiring of & former
GOP prosseulor (o probe the contre-
vamy.

“1 hope we don't wake 00 much of
Lhis part of the story.” Rap J.m Lesch
[R-down) said oa NAC
about While Hoves aides

Feb.

Lanch eaid they naturally “would be
upset” with Lhe declston to retain for-
vl BB Ml ny dar DLEplmue w i
veslighle & (01120 Arusmsss sevings
and lean ted s Whinwater.

Stepans, a Whits Houew iegs! aide
in the Ronald Resgan sdministratien.
wis the U3 atlormay for the Dimriet
of Columbis unill ne was fired along
with all tive other U.§. atlarnays when
President Clanten took

A ens-time GOP Sensta hopetul
oo Vivginia, Mephens pubilcly @ b=
od that his Qlamisani wan designes o
stall the wilk-ongoing 7-008 1NLC cor-
ruption eharges againsi Housse Ways

Means Comm:ties Chairman Rep.
Dan Ranenkowssd (D01 )

Daspiie the undersianding tone of
his comments. Lesck kept the eon-
Nict-of-inierert isdae alive by saying.
*It was prebably s misake (for ls-
phanapaulos and lekes) to convey thin
in & way thal may of miy not RAVE 1
gnu Ing \o release him (Siaphens)

th .3

Tre th:l House has acieiowiedged
that .4pnanopoulos and Ickes piscea
» conferwmes :all aller loarning

the Resoiution Trusl Corp. had re-
lained Stephers @ day war!idr ta pun
sue possitie evil claims againet the
failed Arkunsas Lhri

Slephancpeuios told CNN Mo had
sxpramed arger ot the hiring of Sta-
FNens but was "Jum wying 1o get infor-

whomh

“Do 1 wish now that 1 !ndln'; hl:‘;
gutan angry, that | hadn't blown
staam? Of eourea | do." ha said,

Hause Spasker Tom Foley (D=
Wash, 3ppaaring oo the sims NBC
prograr an Leach, said, “There's
nothing to suggem scy ImMprepTisty
nere ..."

mfo Houss spokesman Jo(f Ellar
satd ine President and shiel of vl

Would B0l PORIET. e e Wies Buioes

Cattle reportalot

of bull, says

" WASHINGTON ~ The Whilg House
moved quickly yesterday to une

Prez

"And Theve 7w ebarges ial the Cliae
sull is ng

ton 1 i

‘rading without ever risking any of
her gwa BonEy.

16 o April 4 editien, NKewswesh
magazine ajloges that ine First Lady
zenediiad from & “rwesthéari deal" if
risky 1078 and 1979 cotthe NAures

profectd
M prsdie y Lind uasily frum siricw® [o-
sral inspaction rules

The White House retoriad that
hed denounced the articls
a5 “alss and

Wnile the professor acioew!
nn\n"l “ypaeuintive” dlscassion
with Nowswsal on the commodity

trading with the gid of an outside £0F-  seading aswe, hé MV B was misun-
pordts tawyer {or Arkansas-based T e and never 1AW ARy records
son Fooss.

Newrwesk articls queles Co-
Law Prof, Mare'n

hat would substantiste allagations of
ruek-froe investmanta

But Newswesk maintsined that
Chireltsin “cffered his imerprews-
Uen of Mre. Clintoa's commodities

Hm-mnnmﬂ»w-——n.

Tornadoes remaii

& DALY Mews

Monclay. Much 30, 1884
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THE FORMER LAW FIKM OF FIEST LADY EILLARY RODHAM CLINTON WAS
DROFPED FROM REPRESENTING A FEDERAL BANKING AGENCY IN AN 11
MILLION FORECLOSURE ON AN ARKANSAS DEVELOPMENT PROJECT OVER A
CONFLICT OF INTEREST INVOLVING ONE OF THE FIRM'S BIGGEST CLIENTS,
A NEWSDAY INVESTIGATION HAS TETERMINED.

THE RESOLUTION TRUST CCRP. TCOK THE ACTION IN 1992 AFTER THE
ROSE LAW FIRM, WHERE ASSOCIATE ATTORNEY GEN. WEBSTER HUBBELL AND
CLINTON WERE PARTNERS, REPRESENTED THE BANKING AGENCY FOR 18
MONTHS IN A FORECLOSURE ON A 3,200-ACRE UTOPIAN CITY '
SUBDIVISION IN MAUMELLE, ARK., JUST NORTH OF LITTLE ROCK.

INTERVIEWS AND A REVIEW OF FEDERAL COURT RECORDS SHOW TEAT
THE TERMINATION OCCURRED BECAUSE THE RTC DECIDED ITS LEGAL CLAIMS
ON TRE PROJECT CONFLICTED WITH TEE FINANCIAL INTERESTS OF A TOP
ROSE FIRM CLIENT STEPHENS INC. , A MAJOR ARKANSAS-BASED
INVESTMENT BANKING FIRM. *

ALTHOUGH THE RTC HELD THE RIGHTS TO THE 11 MILLION MORTGAGE
ON TEE MAUMELLE, ARK., PROJECT, THE FEDERAL AGENCZY'S LEAD ROLE IN
THE FORECLOSURE WAS JEOPARDIZED BY THE CLAIMS OF THE OWNERS OF
MILLIONS OF DOLLARS OF DEVELOPMENT BONDS ISSUED FOR THE PROJECT
STEPHENS INC. HELFPED ISSUE AND OWNELD SOME OF THE BONDS. WORTHEN
BANK, A STEFHENS AFFILIATE AND MAJOR ROSE FIRM CLIENT, WAS THE
ESCROW AGENT FOR TEE BONDS.

THE EPISODE MARKS THE TEIRD TIME THE ROSE LAW FIRM HAS BEEN
AT THE CENTER OF A POTENTIAL CONFLICT OF INTEREST INVOLVING ITS
LUCRATIIVE LEGAL WORK FOR FEDERAL BANKING AGENCIES CREATED TO
MANAGE THE BAILCLUT OF THE SAVINGS AND LOAN INDUSTRY.

THE RTC AND THE FEDERAL DEPOSIT INSURANCE CORPCRATION ARE
INVESTIGATING THE ROSE FIRM'S ROLE IN BHANDLING A LAWSUIT FROM
1989 TO 1991 INVOLVING THE FAILED MADISON GUARANTY SAVINGS & LOAN
THAT IS AT THE HEART OF THE SO-CALLED WHITEWATER PROBE.

THE LAW FIRM ALLEGEDLY DID NOT DISCLOSE TO FECERAL BANKING
REGULATORS THAT HILLARY CLINTON WAS A BUSINESS PARTNER IN THE
WHITEWATER LAND DEVELOPMENT PROJECT WITH FORMER MADISON OWNER
JAMES MCDOUGAL, OR THAT HUBBELL'S FATEER-IN-LAW, SETE WARD, HWAS A
MADISON INSIDER. CLINTON EAS ALSO DRAWN FIRE FOR REPRESENTING THE
GOVERNMENT IN A LAWSUIT ON BEHALF OF A FAILED ILLINOIS THRIFT
AGAINST DAN LASATER, A LONG-TIME FAMILY FRIEND AND MILLICNAIRE
LITTLE ROCK BOND DEALER.

HUBBELL, WHO RECENTLY ANNOUNCED PLANS TO RESIGN HIS JUSTICE
DEPARTMENT POST AMID ALLEGATIONS BY ROSE PARTNERS THAT HE MAY
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Bill Clinton and Spiro Agnew

By Kelly Johnston

n ambinous national public
official resigns his ofhice to
stop the dogged pursuit of

. federal prosecutors over financial
! dealings that took place largely

while he served as the governor of
a small state, before he assumed
pational office.

The witnesses are former asso-
ciates of the official who themselves
were granted immunity from pros-
ecution for their own crimes. To
the bitter end, and even beyond,
the disgraced former leader pleads
innocence. but resigns to spare his
country and his family from a

| painful ordeal.

A future story about Bill Clinton
and Whitewater? Guess again. It's

' the true story of another promi-

nent public figure whose slippery
path to disgrace 20 years ago bears
an eerie resemblance to today's
Whitewater developments.
Former Vice President Spiro
Agnew resigned shortly before
appearing in a Baltimore, court-
house on Oct. 10, 1973, to plead no
contest to one count of tax evasion.

i Many pundits have rushed to com-
- pare Whitewater to Watergate, but

Mr. Agnew's case, at least from
what we know now, may be a clos-
er match.

Tu be sure, there are significant
differences between the two cases:
Mr. Agnew was vice president, Mr.
Clinton is president. Unlike White-

| water. no special prosecutor was

ever appointed to investigate Mr,

| Agnew. Mr. Agnew’s alleged crnimes
 seemed relatively simple and
| straightforward compared to the

complicated maze of financial deal-
ings involving Whitewater Devel-
opment Corp., Madison Guaranty
Savings and Laan the Rose Law
Firm, and a whole host of other
husinesses. government entities
and political cronies.

But the comparisons between
Mr. Agnew and Mr. Clinton are
noteworthy. Both served as gover-
nors of relatively small states. Their
troubles were rooted in financial
dealings that took place before they
assumed natonal office. The inves-
tigations began under the leader-
ship of federal prosecutors, who
granted immunity to gain the test-
mony of persons who themselves
were under investigation or indict-
ment. The statute of limitation
became an issue. Congress played
in pivotal role.

How it began.

Mr. Agnew's troubles began
when the Maryland US. Attorney's
Office investigating bribes
and kickbacks involving Maryland
public officials.

Mr. Clinton's Whitewater woes
first surfaced in a Resolution Trust
Corp. criminal referral in October

| 1992 that suggested Mr. Clinton

could have benefited from an
apparent check-kiting scheme
involving Whitewater while he was

Kelly Johnston 1s staff director of

| the U.S. Senate Republican Policy
I Commurtee.

governor of Arkansas. Interesting-
Iy, Whitewater was also being inves-
ngated by career federal prosecu-
tors until the president gave in to
demands for a special counsel in
early January.

As is common in cfiminal inves-
ugavons that target prominent indi-
viduals. both Mr. Agnew's and Mr.
Clinton's chief accuser were grant-
ed immurnty by tederal prosecutors
in exchange for their testimony. In
Mr. Agnew's case. Maryland busi-
nessmen Lester Matz, [ H. Ham-
merman 2d and Jerome Wolff were
granted immunity in exchange for
their testimony. In Clinton’s case,
special Counsel Robert Fiske on
March 21 granted himited immuni-

Many pundits have
rushed to compare
Whitewater to
Watergate, but Mr.
Agnew's case, at least
from what we know
now, may be a closer
match.

tv to former Arkansas Judge David
Hale in exchange for two guilty
pleas to felony charges.

Hale, a prominent and active
supporter of the Arkansas Democ-
ratic political establishment, was
also a small businessman whose
company gave federally-backed
loans to support the business
endeavors of some leading
Arkansas politicians, including
now-Gov. Jim Guy Tucker, as well
as to Whitewater. After Hale failed
10 win a plea-bargain agreement
with Clinton-appointed US. Attor-
ney Paula Casey, he publicly
accused Mr. Clinton last November
of pressuring him to issue an appar-
ently illegal loan to the Clinton's
Whitewater partner, Susan McDou-
gal. Ms. Casey recused herself from
the case shortly thereafter.

Butin 1973, Maryland U.S. Attor-

George Beall did not recuse
himself from Agnew's case,
although he certainly could have.
Mr. Beall's appointment was
cleared by then-Vice President
Agnew (he was given the courtesy
of personally clearing presidential
appointees from his home state).
Mr. Beall was also the brother of
then-US. Sen. J. Glenn Beall Jr., a
Republican. Nonetheless, Mr. Beall
and his assistant US. attorneys
aggressively pursued allegations of
wrongdoing by Mr. Agnew, despite
the fact that he was not the initial
target of their investigation.

Low Incomes.

Both Mr. Clinton and Mr. Agnew
were paid relatively low salaries as
governors. Mr. Agnew's annual
salary was $25,000. Mr. Clinton was
paid $35,000 annually. During their
respective tenures, each was
among the lowest-paid state chief
executives. And neither were con-

sidered wealthy either before or
during thewr early public careers.

Mr. Agnew best explained why
salary 15 significant 1n his 1980
book, “Go Quietly or Else." Of the
gifts recerved form his friend, Mr.
Hammerman. (which totaled about
59,000 to $10,000 over some eight
vears), Mr. Agnew wrote: “He knew
that I had accumuiated very little
savings from my modest earnings,
and had no outside income. I could
not possibly make ends meet on my
rwenty-five-thousand-dollar salary
as governor or sixry-five-thousand-
dollar salary as vice president and
fulfill all the financial and social
obligations of those offices. Rich
men can do so from :heu’ reserves,
but I had no reserves.

Mr. Clinton's financial woes may
have been similar during hus reign as
governor. His Whitewater parmer
James McDougal told the Los Ange-
les Times (Nov. 14, 1993) that Mr.
Clinton, while jogging one morning,
stopped by his office in 1984. Claim-

that finances were nght, he asked
\ir McDougal to throw some of
Madison's legal business toward his
wife, Hillary Rodham Clinton. thena
parmerin the Rose Law Firm. Short-
ly thereafter, Mr. McDougal retained
Mrs. Clinton to represent Madison.

Problems go with them to Wash-
Ington

Both Whitewater and Mr.
Agnew’s problems spilled over into
their tenure in national office. In
Mr. Agnew's case, prosecutors pur-
sued a claim by Lester Matz, a pro-
fessional engineer from Baltimore,
that Mr. Agnew accepted $10,000
and $2,500 in illegal cash payments,
some of it in exchange for help 1n
getting a General Services Admin-
i1stration contract.

Whitewater's woes also went with
Mr. Clinton to Washington in early
1993. Then-Deputy White House
Counsel Vince Foster had personal-
Iy supervmd the preparation of
three years' worth of Whitewater
income tax returns that had not been
filed with the Internal Revenue Ser-
vice, as law requires. The contro-
versial handling of Mr. Foster's
Whitewater files by other Clinton
aides immediately following his
death has become a significant issue.

Role of Congress.

According to an account in “A
Heartbeat Away,” Richard M.
Cohen and Jules Witcover's account
of Mr. Agnew's investigation and
resignation, Mr. Agnew travelled
to Speaker Carl Albert’s office on
the afternoon of Sept. 25, 1973, to
personally present him a letter ask-
ing for a House inquiry. In the let-
ter, Mr. Agnew cited a constitution-
al provision that “bars a criminal
proceeding of any kind — federal or
state, Country or town —against a
pmdent or vice-president while
he holds office.”

The letter, as published in the
Congressional Recrrd of that day,
further cited the 1826 “Calhoun
precedent,” where then-Vice Pres-
ident John C. Calhoun successfully
asked the House to investigate
charges that he had improperly
profited from any Army contract
whule he had been secretary of war. |

The House named a select com-
muttee, which in 1827 exonerated
Calhoun of any wrongdoing. Quot-
ing Calhoun, Mr Agnew argued
that the House was the repository
of ™ 'the sole power of impeach-
ment’ and the “arand inquest of the
nation, and cailed on the House to
‘d:s«:hame s Consututional oblig-
ation.

The same day Mr. Agnew spoke
to Mr. Albert, the Justice Depart-
ment presented its evidence beture
a federal grand jury in Balimore

The next day, Mr. Albert denied
Mr. Agnew’s personal plea for 4
House investigation. In a terse
statement read to the House by
then-Majority Leader Thomas P
“Tip” O"Weill. Mr. Albert said., “The
vice president’s letter relates 1
matters before the court. Inview o
that fact, I. as Speaker. will n W
any acuon on the letter at i
time.

For more than our menths
Clinton White House and ¢
sional Democratic leaders ol

behind legal proceedings — "o
special counsel’s investization — -
avoid hearings or any kind of inves-
tigation. Not until mid-March 01
Senate and House leaders vicld t.
carefully-worded resolutions i«
structure hearings in consuitation
with the special counsel,

How Serious?

"I admit that I did receive pay -
ments during the year 1967 which
were not expended for political pur-
poses and that therefore these puy -
ments were income, taxable to m
in that year, and that I so knew.” M
Agnew told federal Judge Walter |,
Hoffman before sentencing v
single count of tax evasion.

No one has accused Mr. Clie
of tax evasion, but various 1o -
organizations, including the N
York Times, have asked whe -
Mr. Clinton used Madison 1 .
vert campaign funds to persoi...
funds. Money Magazine-~ \pr:.
1ssue features its own audii 1
Clintons’ tax returns for ' cor-
1980-1992. claiming thev

$45,000 in back taxes, intere-t und
penalties. Whitewater D clop-
ment Corp. didn't file income tax
returns for three years.

In the absence of further public
disclosure by the Clintors. acton
by the special counsel and con-
gressional hearings, it is not pussi-
ble to know just how serious tnc
Whitewater offenses may be. Lu
Mr. Agnew's resignation was driven
as much by a desire to spare Pres-
ident Nixon and the country a trial
while Watergate raged as it was '
get the Justice Department off the
vice president’s back.

This fate may never befall My
Clinton. Whitewater may turn v1.*
to be. as he and Mrs. Clinton have
asserted, just another failed real-
estate deal. But the similaritie-
between Mr. Agnew's and Mr. Clin-
ton's experiences underscore the
potential seriousness of Whitewu-
ter. and why a growing number ot
Americans are telling pollsters
that it 15 a matter worth investi
gaung.
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D’ Amato suspects
obstruction by
two Clinton aides

By Ronalo A Taylor m
THE WASHING TON THES

The ranking Republican on the
Senate Banking Committee said
vesterday that senior White House
aides may be guilty of obstruction
of justice if they tried privately to
remove a lawyer retained by the
Resolution Trust Corp. in connec-
tion with the Whitewater-Madison
affair,

“While the White House was de-
nving 1t had interfered with the
Whitewater investigation and
Deputy Treasury Secretary Roger
Altman was telling the Senate
Banking Committee the same
thing, George Stephanopoulos was
calling his friends at the Treasury
Department regarding the hiring
of Jay Stephens.” Sen. Alfonse M.
D'Amato, New York Republican,
said 1n a statement.

“These alleged acts, if true, may
amount to an obstruction of jus-
tice." he said.

But Rep. Jim Leach, lowa Re-
publican and the chief House Re-
publican critic of President Clin-
ton, yesterday downplayed the
aides’ actions and said he still be-
lieves the president’s problems
are ethical, not criminal.

"l think the White House may

have made a mistake, but I think
it'd be premature to draw any ex-
traordinary conclusions,” Mr.
Leach said on NBC's “Meet the
Press.” “I hope we don't make too
much of this part of the story”

Both men were referring to con-
tacts with senior Treasury Depart-
ment officials by Mr. Stephan-
opoulos, a Clinton senior advisor,
and by White House Deputy Chief
of Staff Harold Ickes, to complain
about the hiring of Jay B. Stephens
to investigate civil claims from the
failure of Madison Guaranty Sav-
ings and Loan Association.

Mr. Stephens, a legal aide in the
Reagan administration, was fired
as US. attorney for the District of
Columbia last March, two months
after Mr. Clinton wok office.

At the time, Mr. Stephens
charged that his dismissal was
aimed at thwarting his office’s
still-conuinuing investigation of
House Ways and Means Chairman
Dan Rostenkowski, Illinois Demo-
crat, in the House Post Office
scandal.

According to this week's issue of
Time magazine, Mr. Stephan-
opoulos and Mr. Ickes placed a
conference call on Feb. 25 to
Deputy Treasury Secretary Roger
Altman, the acting head of the
RTC, after learning that the inde-
pendent regulatory agency had re-
tained Mr. Stephens a day eariier

Inasecond conversation on Feb.
25, Time reports, Mr. Stephan-
opoulos called Treasury Depart-
ment Chief of Staff Joshua Steiner
to discuss ways to “get rid of” Mr.
Stephens.

Mr. Stephanopoulos told CNN on
Saturday that he had expressed
anger at the hiring of Mr. Stephens

hut was “{u.t trving to get infor-
mation.

Mr Altman. Vir Steiner and Mr.
stephanopoulus were subpoenaed
by Whitewater-Madison special
counsel itobert B. Fiske Jr 1o
tesufy before a federal grand jury
about White House-RTC contacts
at a time the Clintons were under
investigation by the regulatory
agency charged with deuliig with
failed S&Ls.

Mr Clinton refused to discuss
the telephone calls yesterday.

“There is not a damn thing he
wants to say today” spokesman
Jeff Eller, with the president in
Dallas. told reporters. “He stands
behind George 100 percent” but
didn't want to voice those senti-
ments just yet, Mr. Eller said.

House Speaker Thomas S. Foley,
Washington Democrat, also ap-
pearing on the NBC program, said
the contacts between White House
aides and Treasury officials were
“just telephone calls for informa-
tion that are being played up as
some kind of an impropriety.”

“We'ye lost the proportionality
here in this whole marter going
from being concerned about inter-
ference to being concerned about
appearance of interference, to be
concerned about appearances of
appearances of interference,” Mr.
Foley said.

Mr. D’Amato said in his state-
ment that he will be “providing ad-
ditional information, that has not
yet been made public, to Mr. Fiske
involving improper conduct by
members of the Executive branch
in the Whitewater matter.”

He provided no details in his
statement but added, “In light of
the fact that new information is
uncovered on a daily basis, it's im-
portant that the press and the pub-
lic continue their quest for the
facts because I suspect there is
more to be learned.”

Mr. Leach said yesterday of the
White House aides: “It's natural
that they would be upset (with the
Stephens appointment)” But, he
noted, “It was probably a mistake
to convey this in a way that may or
may not have implied trying to re-
lease him from this job."

The framed the
episode as the latest in a string of
missteps by the administration re-
garding disclosure of the Clintons’
involvement with Madison and its
owner, James B. McDougal, who

was their partner in the White-
water Development Corp.. a north-
ern Arkansas real estate venture.

Mr. Leach said he saw no evi-
;lenoe of criminal wrongdoing so

ar

“This is a breach of public eth-
ics, in my judgment, that occurred
prior to a president taking office.
Itisn't a breach of the law after a
president has taken office, which
is a major distinction with Water-
gate,” he said.

As a presidential candidate, Mr.
Clinton made much of the ethical
problems of his predecessors, of-
ten singling out the S&L crisis as
the result of a climate that allowed
greedy Republicans and CEOs to
take advantage of the public trust,
Mr. Leach said.

While agreeing with much of
Mr. Clinton's characterization of
the 1980s, Mr. Leach said, “wheth-
er he has the moral stature to
make those criticisms is open to

question.”

Last week Mr. Leach said there
was evidence to suggest that fed-
erally insured deposits in Madison
were used to cover interest pay-
ments on loans to the Clintons cov-
ering their investment in the
Whitewater project.

He also said other Madison de-
posits may have been diverted to
cover campaign debts incurred by
Mr. Clinton in his bid for re-
election as Arkansas’ governor.
Federal regulators have estimated
that covering the federally insured
deposits lost by Madison will cost
taxpayers at least $47 mullion.

ABC News reported last eve-
ning that the Clintons will turn
over to Mr. McDougal Whitewater
documents he says he needs to file
tax returns.

e Frank J. Murray tn Dallas con-
tributed to this article, which is |
based in part on wire service re- |
ports.
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The painful toll of
Whitewater

The Clintons yell more,

il Clinton had something other
B than Whitewater on his mind last
week as he walked toward the
East Room for his big press conterence.

The president told aides that his 14-vear- |

old daughter. Chelsea. had just done
well on an important test she had been
worried about. The president saw it as a
vood omen. Then he walked jauntily
into the den of reporters and
aced his own high-stakes quiz
on the single most damaging is-
sue of his presidency.

Afterward. the president told
aides he had done all he could to
end the controversy and was ea-
ger to forget the issue for awhile
during a family vacation in Cali-
fornia. "They reallv need to get
out of town for some R & R.”
savsa friend. “We hope thev can
put their problems aside for a
while.” But. as other presidents
and first ladies have found. es-
cape won't be easy.

Fuming. For one thing, Bill
and Hillary Clinton are far more
frazzled by the Whitewater fu-
ror than thev have let on. In
private. thev often fume at staff
members who ask about their
failed real-estate venture in Ar-
kansas. even in an effort to mar-
shal a defense. The Clintons in-
sist that their good intentions as
public figures over the vears
should outweigh anv transgres-
sions or mistakes in their private
lives. such as overstating a loss
from Whitewater bv more than
S22.000. which the president ad-
mitted lust week.

enjoy their work less

But the strains go deeper. The last 14 |

months have been tar more grueling
than the Clintons ever imagined. The
president’s considerable fegislative suc-
cess on the budget, cducation and social
policy initiatives has often been over-
shadowed by errors. ranging from
botched personnel appointments 10 ex-
cessive secrecy on Whitewater.

“Think of the vear thev've had.” savsa
senior White House official. There were
the deaths of the president’'s mother. Vir-

ginia Kelley. and Mrs. Clinton’s father.
Hugh Rodham. And then there were the
troubles of several close friends. includ-
ing departing White House counsel Ber-
nard Nussbaum and Justice Department
official Webster Hubbell. The apparent
suicide of deputy White House counsel
Vincent Foster. an old familv friend. 1s a
source of continuing grief. In the words

friends sav. is coming to terms with lack
of privacy. She deeply resents the scru-
tinv of her familv's finances in the
Whitewater affair and was one of the
last holdouts against full disclosure. She
stubborniv refuses to be trapped by life
in the White House. often slipping out
free of reporters and with a minimal Se-
cret Service detail. She goes shopping
and has visited the zoo and other sites
around Washington with Chelsea.

| sometimes wearing sunglasses and a

SHICH MARETY - ISNEWR

All kidding aside. The Clintons hate being under stege.

of one senior aide. “There s still an ele- |

ment of sadness in the White House.”
To this day. the president talks about

. how much he misses his mother. He likes

1o recall her experiences as a nurse and

baseball cap. On such occasions. she
rarely draws a crowd. The self-imposed
pressure to deliver a health care bill
also takes its toll. “You see the weight
on her shoulders,” says a White House
aide. “It’s a physical thing. She’s under
tremendous strain.”

While the Clintons are on vacation.
the White House hopes to tighten some
procedures to make the rest of the vear
go more smoothly for them.
Partly in response to a story in
U.S. News last week, White
House Chief of Staff Mack
McLarty moved to strengthen
requirements for obtaining
White House passes and will in-
sist that procrastinating staffers
fill out the paperwork needed
for securitv clearances.

Impossible for Ickes. On a sub-
stantive level. administration
aides predict that White House
Deputy Chief of Staff Harold
Ickes will lose some of his vast
portfolio. which includes super-
vising health care strategy. help-
ing to organize damage control
on Whitewater and coordinat-
ing White House etforts to elect
Democrats in this fall's cam-
paign. Some party insiders sav
Ickes is being asked to do
the impossible. They question
whether the same person ex-
pected to work closely with Re-
- publicans on health care should
also be the one to bash them in
the fall election. Ickes’s politi-
cal duties could be shifted else-
where in the White House. per-
haps to senior adviser George
Stephanopoulos.

But the White House's immediate

| hope is for the Clintons to rejuvenate
| themselves. The president recently remi-

1ells aides how much she believed the |

health care svstem should somehow 1m-
prove care for the poor. “Most people

nisced with visitors about how much his
life has changed. While he was in Little
Rock. he said. he could follow sports.

| keep track of his favorite playvers and

who live through losses like that can be |

basket cases.” a friend savs. “But he’s
president. He can't afford to be.”
Mrs. Clinton’s personal challenge.

sometimes goof off. “That's when I used
to have a life.” he said ruefully. Those
days, of course. are over. il

By KENNETH T. WALSH
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Crime report under
White House seal

Liberal planks might not fit the national mood

he Clinton White House has re-

fused requests to release the rec-

ommendations of the administra-
tion’s antiviolence “working group.”
Some suggest the reluctance stems from
fears that the proposals appear too soft-
hearted in the current get-tough atmos-
phere. As one insider at the Justice De-
partment sees it. “The White House
seems afraid that it will somehow
screw up the crime bill.”

U.S. News has obtained a copy of
the report’s 89-page summarv. It
shows that government crime spe-
cialists —a combined force of 120 po-
litical appointees and civil serv-
ants—stress a preventive approach
to violence like that favored by At-
torney General Janet Reno. not the
police-and-prisons formula being
championed by hard-liners in Con-
gress and by “new Democrats” like
the president himself. A White
House endorsement of its contents,
which would anger powerful inter-
ests like the National Rifle Associa-
tion. could upset an already delicate
balance that threatens to delay en-
actment of a crime bill. House
action stalled last week after
Republicans vowed to press
dozens of amendments to a
Democratic version they
called too lenient on criminals.

The White House savs it
never planned to make the an-
tiviolence document public and
that it has never released such
working papers. Aides note
that some of the report’s ideas |
have been put into effect. while
others are under studv. Among
the controversial proposals:

m Guns. Firearms should be regulated bv
government as “dangerous consumer
products.” making them subject to prod-
uct-safetv rules. Regulators might im-
pose tight licensing and possession rules
on a new class of “restricted weapons”
that inciudes handguns and semiauto-
matic long guns. New kinds of govern-
ment research are encouraged into pat-
terns of firearms ownership. use. supply,
fatalities and injuries—a tack that wiil

&

inspire fear of more regulation among
gun advocates. The document urges of-
ficials to “‘reframe the public debate on

| firearms™ by embarking on a “massive

public education™ campaign on the dan-

| gers of firearms. akin to similar drives

against drunk driving and smoking.
m Kids. The panel urges tougher sanc-
tions in juvenile courts but does not want

to send young suspects
to trial as adults. In-
stead of waiting unul
vouths turn violent.
the experts want Washing-
ton to challenge communities nation-
wide to create 1 million “mentorships”
allowing stable local residents to counsel
voung persons believed at risk of com-
mitting crimes. To expand the concept of
“sate havens. the panel savs Clinton
should “challenge communities to open

at least one school in each neighborhood |

after normal school hours.™

m Families. ~*Violence. just like learning |

or charity. often begins at home.”
experts conclude. They urge federai

the |

backing tor “home visitation.” citing the
example of Hawai. which encourages
parents in tamiiies where authorities sus-
pect & risk of child abuse to allow outside
counselors into their homes as early as
during pregnancy.

® Media. Decrving the “dangerous con-
sequences of routine violence on tele-
vision. the report calls for a ~Govern-
ment/Media Antiviolence Partnership”
more formal than meetings with broad-
cast executives held bv Clinton and
Reno so far. The experts sav that the
high-level jawboning should include
producers. writers. performers and ad-
vertisers. The report urges Washington
to help —develop the consumer de-
mand” for technologv that allows par-

ents to screen out violent programming.

While the report voices hope that
concerted federal action can help re-
duce violence. it i1s pessimistic about

CHICK HARRITY - USNE W

Hot stuff. The report backs Reno's ideas. But are thev Clinton's”?

battling sexual assault. The experts ta-
vor tougher penalties. but thev warn
that the mvth that most rapes are com-
mitted by strangers rather than vicims'
acquaintances stands in the wav ol
short-term solutions.

"They asked us to be bold.” says one
federal emplovee who helped write the
report. “But 1t's not clear thart this ad-
ministration is ready to be bold.” Some
Washington sages pbelieve that the pres-
ident will stick to basics like trving 10
persuade Congress to finance the
100.000 poiice otticers that are the cen-
terpiece of his anticrime policy. [

BY TED GEST WITH MATTHEW COOPER
. |
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NOTEBOOK

THE CHINA SYNDROME: We understand there was a
certain bumblingness to Secretarv of State Warren
Christopher’s trip to China: but the important thing is
that the secretarv bumbled 1o the right place. The
United States should be happv 1o be known bv the mis-
treatment of Christopher by the world’s most distin-
guished violators of human rights. The controntaton
was morallv clarifving and one of the Clinton admini-
stration’'s few fine hours in foreign policy. It was also. of
course, unhelp-

haters. Marun is the author most recently of The Jawish
Onslaught. a virulently ant-Semitic account of his trou-
bles (and the more. the better) at Welleslev for teaching
a “text” called The Seeret Relationship Between Blacks and
Jews. which blames the Jews for the African slave trade.
(A blurb on the back of the Post's reviewer s book reads:
“The Jews have made a hell of a mistake this tme.”) 1o
unhikelv that the edinors of "Book World™ are knaves.
That leawves tools.

WHERE IS POLITICAL CORRECTNESS WHEXN
YOU NEED IT= "You are articulate. You are handsome.

ful for American
business. But it
was our impres-
sion that the tri-
umph of Ameri-
can profits over
American values
was one of the
Democrats’™ prin-
cipal objecuons
to the foreign
policy of George
Bush. It is not
surprising  that
Henrv Kissinger
and Lawrence
Eagleburger are
attacking the
administration:
thev can live with
repression that
pavs well. Bur it
is surprising that

. One 'geing

...

toudh on crime’ speech too many.
g P

You are voung.
You have the
opportunitv o
provide a unique
level of leader-
ship."—Senator
Dianne Fein-
stein. at the con-
firmauon hear-
ing of Deval
Patrick 10 head
the Justice De-
partment’s Civil
Rights Division

(Thanks 10 Stephen
Burbank. Philadelphia,

Pennsvivania. |

TWO JAKES:
With this issue.
Jacob Weisberg.
formerly a senmor

- editor. becomes a

some of the pres- COVERNMENT Frasnis TWREE TTRST U RE &~ = ° 7] contributing edi-
ident’s most abaiea? 0 and will write
prominent associates—Ron Brown. Robert Reich | the nationalaitairs colummn tor New York magazine.

among them—are making the unqualified. unalloved.
utterlv venal argument for monev. The problem mav be
traced back to the president. naturallv. who has become
a full-ume salesman for American products abroad. and
who often mistakes trade policv for foreign policv. On
China, this ume. the president finds himself in the right
place. We hope he can contain the salesman within.

BOOK NOTES: The scales just keep falling from our
eves. On the morning of March 20. the brunching ciu-
zens of the capital opened The Washington Post "Book
World™ to find an undistinguished. rambling review of
some hooks about black anger and white rage in Tons
Martin. "Book World™ identified Tonv Marun as a pro-
fessor of Africana studies at Welleslev. and ax the autho
and editor of some volumes on Marcus Garvev and
black culture. Mavbe that s all thev knew about him.
What thev did not know was that thev had mvited into
their pages one of the season’s most accomplished

G LOBAL CHILLING:

THE 5TH USES GLOBAL CLIMATE CHANGE FORUM
urgindin scheduled jor Januan 20 ]9y
was postpuned due to cold weather i Washingion, DC

—from a recent US, Enerey Associaton flier

(Thanks to Evan Wallkee seantle. Washangon,

c ROSSED WIRES:

Bell firms get boost
from House panels
— S Socdey, Mavch 17

Move Said to Hurt Baby Bell Chances
To Offer Long-Distance Phone Service

—The Wasivneton Po. same din

I ks o Clvandotte Biwee Mobcan Nirainga, ) @
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The Satmars compare themselves to the Amish. and
cite the 1972 Yoder case. which excused the Amish
from sending their children w public schools. But
there are two crucial differences. The Supreme Court
in Yoder emphasized that “social values™ (as opposed to
religious scruples) are not enough to justifv a religious
exempton. And unlike the Amish. who don’t believe
i voung or holding otfice. the Saunars are not asking
to withdraw their children from the secular world.
Instead. thev want to administer a state program for
Satmar children on their own authoriev and their own
terms.

he justices are likelv to rule against the Satmars:

but i1t is not clear which legal theorv will com-

mand a majorirv. As Ira Lupu argues in the Jan-

uarv issue of the George Washington Law Review.
the various opinions bv the New York State Court of
Appeals reflect the conflicting strands ot separationism
that have muddled the Supreme Courts religion
jurisprudence in the past two decades. Some ot the New
York judges saw Kirvas Joel as a discriminatory sect pret-
crence: others as a svmbolic union of church and state:
still others as a state endorsement of religion.

None of these theories 1s verv convincmng. It is im-
plausible to argue. as the lower court did. that non-
Satmars will perceive the village as a svmbolic disap-
proval of their own religious choices. In a case as tan-
gible as this, it seems ftoolish 1o speculate about per-
cepuons rather than realit. It would be even more
unforwunate if the justices endorsed the reasoning of
Chief Judge Judith Kave. who said that all religious
accommodatons are a kind of religious establishment.
and therefore should be subject 1o the strictest
scrutiny. In practice. this could mean the end of legiu-
mate accommodations for religious minoriues who,
unlike the Satmars. seek exemptions trom generally
applicable laws.

lhe most convincing wav ot ruling against the Sat-
mars 1s also the narrowest: and it would require the jus-
tices to tease out the ill-defined metaphor of religious
gerrvmandering. In the 1970 Waltz case, Justice John
Harlan warned about the dangers of “political fragmen-
tation on sectarian lines.” and he suggested that gov-
ernment cannot. by ingenious draftsmanship. carve out
homogeneous enclaves for partcular religious sects.
Rirvas Joel. far more dramatically than Shaw . Reno. the
fandmark voting rights case last June. involves the use of
nolincal boundaries to entorce ethnie balkanizaton
and cultural apartheid.

Religions minorites who fear the rigors ol pluralism
should be pertectly free to resist assimilation. But it they
can tence themselves into separate governments and
separate school districts, then racial and ethnic minori-
ties will be entitled. by equal treaunent principles. to
segregated cities and schools of ther own. "The Consu-
rution s not violated if God smiles on Caesar’s handi-
work.” savs Nathan Lewin. But the Consutution is sureiy
violated when Caesar smiles on God's handiwork. which
is what New York state is attempting to do. ®

DISREGARDING 5

By Weston Kosova

NRY

enrv Gonzalez was pouring it on thick. "The

good people who have been smeared have the

right to ciear their names.” he wrote of the

Clintons in a surprise letter to House Speaker
Tom Folev last Mondav afternoon. "and the countrv
deserves a chance to expose the Republican witch-hunt
for what it 1s.” After months ot stonewalling, the chair-
man of the House Banking Committee was suddenlv
endorsing an extensive congressional investigation of
the Whitewater mess. As he told The Washington Post: "It
1s. | believe. ume for Democrats 1o use the truth. the
weapon that Republicans fear most.”

It was a classic Gonzalez performance. Onlv a dav
before he had seemed a rock-soiid opponent of hear-
ings. Now, tor reasons that sounded like lovalty. he was
unleashing Clinton’s worst nightmare. A troubled Demo-
cratic president looked to the Democratic chairman of
the committee that controls his fate and met the manic
eves of Henry Gonzalez. a judge and jurv unto himseif. If
the Banking panel were controlled bv virtally anvone
else—John Dingell. Pat Movnihan. even—Clinton might
hope for a manageable situation. some room to negoti-
ate. a favor to call in. From Gonzalez he can expect noth-
ing but unpredictabilitv. The chairman owes Clinton
nothing. And he has no need tor his debt. Gonzalez is a
loner. He hears no counsel but his own. has virtually no
close allies in the House (Gonzalez didn’t tell anvone.
not even the ranking Democrats on his own committee.
of his decision to come out tor Whitewater hearings).
The last of a generation of patronage congressmen. he is
motivated much less bv partv than bv what he perceives
to be others” unforgivable acts of betraval—against coun-
trv. or. worse. against him.

Gonzalez’s list of grievances is long. At one time or
another he has called tor the resignations of presidents
Nixon. Bush and Reagan. But he also dragged the Demo-
cratic members of the Keaung Five betore his commuttee
and treated them with scorn. Nor did Clark Clifford. the
old Democratic hand and Bocl suspect. escape Gonza-
lez’s interrogation.

Gonzalez is the kind of man who sees potenu’
betravers all around him. “Brilliant. arrogant anc i
tinge jealous.” is how one longtime observer ot Texas
politics describes him. He i1s “verv mindful of who does
and does not accord him the respect he expects.” One
aide to a Texas Republican puts it this wav: "Gonzales
defines a line and then waits for vou to cross it. And at
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one point or another vou usuallv do.”

On wwo infamous occasions. Gonzilez tlattened men
who did cross his line. In 1963, shordy atter he was elected
to the House. Ed Foreman. a Texas Republican. de-
nounced Gonzales as a “pinko” in the House chamber.
Gonzalez punched him out. Twenov-three vears later. a
man sitting in Earl Abel’s. a popular San Antonio restau-
rant where Gonzalez frequently has breaktast. called him
a4 Communist. (Gonzalez's refusal 1o recite the Pledge ot
Allegiance. which he once likened o the “Sieg Heil.” ran-
kles some of the tolks back home.) "Henry took one poke.

and put the guv on the floor.” recalls one San Antonian |

who has watched Gon-
salez’s career. Gon-
zalez was 70 vears old.,
‘Henry has alwavs been
quite proud that in his
vounger davs he was a
aolden gloves hoxer,”
she sivs, "He said the
v thing tor a good
Linerwcan o do when
called 4 Communist 1s
to punch him out.”

know
Gonzales from his davs
4y dan Antomo ciy
councilman and state
senator in the 1930s
and early "60s trace his
msistence on personal
deference 1o his early

Those who

vears as a politician.
The fhirst  Mexican-
\merican to make itin
San Antonio politics,
Gsonzalez  did  battde
agamst jim Crow laws

and the cinv's some-
umes hosule Demo-
cratic  machine. the
Good Government

league,
Gonzalez
House seat i 1961, His
stccess m Texas poli-
ties prompted other Hispanic politicians to trace his
steps. including Henry Cisneros, who became San Anto-

won his

o s mavor 1 1981, Gonzales was wary of his successors.
whiom he viewed as having had too cass o ume ot 1. He
wats particularhy wary ol Cisneros. 1 think cgo and jeal-
oesy had aogreat deal to dowinth i, <soes one San Antonian
who knows Gonzalez well, “And the tact that Gonzalez was
nodonger the one and onlv King of the mountun. At that
pomt Gonzalez had been m Congress tor better than
fweny vears. and was not nauonaliy prominent. Henry
Cisneros very quickly became a national figure.” When-
ever Gonzalez came to town., Cisneros tied 1o soothe him
by “wreaung him with proper deterence.” But Gonzalee
remained cool. [t wasn t unul 1988 that Gonzalez came

T NRY (0NN B WY VINT LAWRENCE FOR THE NEW REPURD I

mto power of his own in the House. when Banking Com-
mittee Chairman Fernand St. Germain was unexpectedlv
defeated. By dint of senioritv, Gonzalez got the job.

And he has held on. Gonzalez's seat is considered
pracucallv bombproof. Even after sixteen terms. he care-
fullv culuvates his consutuents. "Henrv is famous for
walking down the street and calling people by name.”
savs one San Antonio Republican. "He has a phenome-
nal talent for remembering names and faces and the
personal details of people’s lives.”

In Washington Gonzaiez keeps his staff. both in his
office and on the committee, under tigcht rein. He has no
press secretary, prefer-
ring instead to sched-
ule all of his appoint-
ments himself. (He
returns calls from the
press only if he's in the
mood: latelv he has not
been.) Banking Com-
mittee  statfers are
strictlv forbidden trom
speaking to the press.

As . committee
chairman. though.
Gonzalez controls his
turt with a decidedhv
looser grip. He allows
Democrats and Repub-
licans to follow their
legislative Interests
without much med-
dling. As a result, Bank-
ing Committee meet-
ings are notorious fo
their length. Gonzales
frequently allows wit-
nesses o speak for as
long as thev like. doing
awav with the red-light
cutoff that other chair-
men enforce. At umes.
Gonzalez will sit back
m his chair at a hear-
mmg and talk
whatever s on  his
mind. "Sometimes he'll just reminisce. talk policy, aboun
his overall views.” savs a Washington lawver who has
appeared several times betore the committee. “Frankis.

dabout

vou e verv anxious to go tw lunch.vou have o ke a pec
or something, And he Il ik for nearlv an hour.”

Though Gonzalez grants his colleacgues relauve free-
dom. there 1s one unspoken rule about working with hun
‘The thing 0 know about Gonegales 1s that he s
charge.” savs one statfer to a Democrat on the Banking
Commuittee. “The worst thing vou can do to him s uy o
tell him how to run his committee.” And that is precisel
what Jim Leach wried 1o do. Gonzaiez and Leach. the
panel’s senior Republican. had been feuding publich
tor months. Gonzalez was turious at Leach’'s constant cails
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tor hearings. and became more o when the Republican
planned to bvpass him and use a routne March 24 com-
mittee hearing as a forum on Whitewater. Leach’s maneu-
ver lett Gonzalez with tew options. He could sitquietlv and
watch as Leach took over the hearmg, or he could assert
his authoriny as chairman and rule any questions about
Whitewater out of order. Netther ¢ nowce was acceptable to
Gonzalez. If he sufled Leach's quesnons, “he would be
providing the public with the first visial image of a cover-
up.” in the words ot a Republican leadershnp wde. And
there was no wav Gonzales would hand over control of his
committee to Leach. especiallv noton television.

So Gonzalez got personal, He canceled the March 24
meeting and delivered his letter to Folev. His purpose in
throwing the House doors open on Whitewater wasn't 1o
foil the Republicans. just Leach, Gonzalez himself was
sdid to favor hearings. but refused to embrace the idea as
long as he was under pressure from the cor. By undercut-
ting Leach. he solved all three problems. Leach stil gets
the hearings he wanted. but not on Gongzales's stage. And
just to make sure Leach knew what hichim, Gonezales sent
him a tiunnng “Dear Colleague” leter mtormimy him
that the meeung had been scuttled. In the letter Gonzalers
called Leach, among other things, “obsunate” and “obdu-
rate.” About the oniv thing Gonzales didn 't call himwasa
commie,

i’he truth aiiout Shooting Back.

SHOOT]NG BLANKS

By Hanna Rosin

ack in 1988, when Jim Hubbard founded a pro-

aram to teach photography to homeless children.

few imagined it would succeed on a grand scale.

Yet within two vears. Hubbard's Shooung Back
mounted an exhibit of 150 photos at the Washington Pro-
ject tor the Arts (wpa)—the second most popular show in
wrr's history. The exhibitspawned a three-vear tour of the
United States and France. o bestselling 115-page book
and i movie deal. and it made a celebrity of Hubbard., an
ex-t 1 photographer with omaster's degree m divinie In
hundreds of interviews Hubbard preached about his mis-
sion to “help the children fight mjusuee. " and claimed his
program would “change thew hves i o protound wav”
Todav, as Shooune Back celebrates ns titth anniversary, it
has a new otfice i Minneapolis and o new show at wea
called “Shooung Back trom the Reservanon.,” featuring
photos by Native Amernican children. Senators Daniel
Inouve and Ben Nighthorse Campbell spoke at the open-
ing. and Atornev General [anet Reno mvited Hubbard.
two of the kids and a drum group to a private reception in

her otfice. where she latelv displavs a small exhibit of their
work.

So what's wrong with this picture? There is a dark side
to Shooting Back's glowing success. Hubbard's autocra-
te management of the organization. and his obsessive
control of the photos, has alienated almost evervone
involved with the group. This vear three of Shooting
Back’s voung photographers plan o sue Hubbard. claim-
ing that he has robbed them of tens ot thousands of dol-
lars in profits that are rightfully theirs, including those
carned by his sale of their photos to companies like vy
and Mazda. Thev complain that thev remain poor while
he rakes in fees on the college lecture circuit. Also. eight
ot Shooting Back’s ten original board members and all of
its original statf have quit over Hubbard's intimidation
tactics and his commitment to sabotaging the efforts of
anvone whose success threatens to eclipse his.

“These parents and children ... are hungry for some-
one to care.” Hubbard wrote in the Shooting Back book.
“Daniel Hall. with the sweetest smile in his voice. calls me
at the Shootng Back office on a regular basis and asks.
“When are vou gonna come pick me up. Jim. so we can
take pictures?” " Daniel. however. hasn’t spoken to Hub-
bard in three vears. Like Dion Johnson and Charlene
Williams—uwo other kids whose work is featured promi-
nenty in the book—he feels Hubbard has taken advan-
tage of him. When Daniel was 9. he shot the picture of a
child doing a backflip that appears on the book'’s cover.
The picture has appeared on two ¢.n. covers. including
the cover of a promotional disc put out by Quincy Jones
for Vibe magazine. Daniel’'s mother and Charlene’s
mother each sav thev refused to sign forms that would
have granted Hubbard sole copyright because thev were
warv of the terms of the agreement. Dion’s mother savs
she signed a permission slip allowing her son to partici-
pate in Shooting Back but never signed a copyrighttorm.
Hubbard insists he received signed copvright forms trom
all three. though he could not produce them.

But even if the mothers did return the forms. their
lawver. Mitch Rreindler. believes the agreement would
be invalid. Like other free-lance photographers. Kreind-
ler savs. the children are enutled to at least 50 percent
of the profits. (Shooung Back's sales and rovalues
totalled $31.500 in 1992, the last vear the organizauon
was audited.) "The kids teel thev've been ripped off.”
hremdler savs.

Hubbard counters that the children have profited
from the tree teaching and equipment Shoounyg Back
has provided. The protits. he savse should be used 1o
offer other Kids the same opportuniv. He claims the
Rids can print from the negatives whenever thev want.
But Hubbard only granted them that richt atter a long
struggle, and he has made 1t hard tor them o take
advantage of 1t His resistance started in 1991 when
Dantel. Charlene and Dion broke trom Shooting Back
and joined with ex-board member Ella McCall in a new
profit-making venture. Dion and Friends. That M,
free-lance photographer Llovd Woll. who works with
Dion. wrote o Hubbard asking that the children be
allowed to make prints. Wolf received no response. After
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magazine’s April 4 issue
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“The whole thing is being
taken very seriously.
Thart's why he (the
president) went before the
American people on
Thursday night. That’s
why we've cooperated in
turning over documents.”
— Jeff Eller,
White House spokesman
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night TEat's why we've cooperated (n
nrning over documents” to Speciel
Counsel Robert B. Fiske Jr., who is
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EAVE OVERBILLED CLIENTS WHILE AT THE FIRM, WAS ONE OF TWO
PARTNERS WHC WORKED ON THE MAUMELLE CASE

AS IN THE MACISON AND LASATER CASES, IT IS NOT YET CLEAR
~EETFER TBE ROSE FIRM OR HUBBELL ACTED ILLEGALLY OR IMPROPERLY IN
THZ MAUMELLC SUIT. DESPITE SZVERAL REQUESTS, RTC OFFICIALS
REFUSED TO DISCUSS TEE REASONS FOK DISMISSING ROSE. ALLAN BIRD, A
ROSE PARTNER WHO WORKED ON TEE CASE WITH HUBBELL, INSISTED TEE
RTC WAS [NFORMED AS SOUN AS TEE LAW FIRM BECAME AWARE OF
CONFLICTS INVOLVING STEPHENS AND WORTHEN.

THEY KNEW EKACTLY WEAT WAS GOING ON WHEN WE DID, " BIRD,

WEO 15 MANAGING A NEW WASEINGTON OFFICE FOR ROSE, SAID IN AN
INTERVIEW THIS WEEK.

BUT THE MAUMELLE CASE, LIKE THE ONES INVOLVING MADISCN AND
LASATER, ALSU RAISES QUESTIONS ABOUT WHETHER THE ROSE FIRM'S THEN
TOP PARTNERS HUBBELL, CLINTON, WHITE HOUSE LAWYER WILLIAY
KENNEDY I1I1, AND NOW-DECCASED PRESIDENTIAL DEPUTY COUNSEL VINCENT
FOSTER OVERLOOKED POTENTIAL ETHICAL PROBLEMS IN THEIR RLUSE TO
GET FROFTITABLE LEGAL WORK TROM GOVERNMENT AGENCIES HANDLING THE
THRIFT BAILOCUT IN THE LATE !980S AND EARLY 1990S.

THREE E¥PERTS ON LEGAL ETHICS CONSULTED BY NEWSDAY CONFIRMED
TEAT THE R0SE FIRY S POSITION IN THE MAUMELLE FORECLOSTRE
APPEAREL 70 REPRESENT » CONFLICT OF INTEREST, AND SAID THE
PROFRIETY U7 TEE FIRM S ACTIONS &OULD TURN ON WBAT THEY CISCLOSED
TO THE RTC.

THERE § DEFINITELY A PRORLEM WHEN YOU HAVE a SITUATION
WHERE THE FINANCIAL INIEZRESTS OF ONE CLIENT WOULD ADVERSARILY
SQUEZEZE OUT THE INTERESTS CF ANOTHER CLIENT,'' SAID GEOFFREY
BAZARD, A YALE UNIVERSITY LW SCHOOL PROFESSOR.

THE CASE CENTERS ON MAUMELLE, A NEW CITY OF NEARLY 7,000 THAT
FAS $PRUNG UP OVER TEE PAST TWO DECADES JUST A FEW MILES NURTH OF
LIITLE RCCK ACRCSS TFE ARKANSAS RIVER, AND REAL ESTATE
ENTREFRENEURS, JOHN JAY'  CEHAVEN AND MICHAEL TODD, WEO BOUGHT
UP MO3T OF TRE FLMAINING DEIVECLOFABLE LAND IN TEE CITY IN 1364 AND
MAKAGED TO SELL MORE THAN 2,000 LOTS SINCE THEN.

CEH#YEN AND TODD PURCEASED TEE PROPERTY WITH THE EELE OF A
i4 MILLION LOAN TROM A TEXAS-BASEC THRIFT, SAN JACINTD SAVINGS 2
LGAN 30T BY LATE 1996, THE TERIFT ITSELF HAD GONE BELLY-UP, AND
RESULATORS FRO~ THE RTC RESPONSIBLE FOR CLEANING UP THE MZ53%
FOUND THAT THZ LOAN TC CEEAVEN AND TODD WAS IN ARREARS

HLBEELL, ACCORDING TO BIRD, MADE THE INITIAL CONTACT WITH TEE
RTZ OFFICIALS IN TEXAS AND KOSE WAS EHIRED TO FORECLOSE ON THE
LCAN IC EECOVER 11 MILLION IN PRINCIPAL AND OVERDUE INTEREST.
DURING THI CCURSE OF TEE NEXT YEAR AND A BALF, BIRD, WRD
SPECIALIZEY IN COMMERCIAL LAW, AND HUBBELL, A LITIGATOR, TEAMED
UF ON SIGNING MOST OF THE COURT PLEADINGS BUT EUBBELL DID
PRCEABLY ONZ-1ENTE OT THE WORK 1 DID,' BIRD SAID. HUBBELL'S
LAWYER DECLINED I0 COMMENT.

TEE PROBLEM THAT WOULD EVENTUALLY LEAD TO ROSE'S TDI1SMISSAL.
IN THE COURSE OF DEVELOPING MAUMELLE, DEHAVEN AND TODS RELIED CON

MILLIONS CF DOLLARS IN SO-CALLED IMPROVEMENT DISTRICT BONDS
TO FINANCE ROAD BUILDING AND WATER AND SEWER CONSTRUCTION. THGSE
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BONDS WERE SUPPOSED TO BE PAID OFF THROUGH ASSESSMENTS ON THOSE
WHO OWNED LOTS BUT IN TEE EVENT THE PROJECT FAILED, TEE
BONDHOLDERS <RIGHTS UNDER ARKANSAS LAW WOULD LEGALLY TRUMP THE
RTC'S CLAIM.

STEPHENS INC., THE LITTLE ROCK FINANCIAL CONGLOMERATE TEAT IS
CNE OF RCSE 5 BIGGEST AND OLDEST CLIENTS, HAD UNDERWRITTEN MANY
OF THE BONDS AND, BIRD CONFIRMED, OWNED SOME OF THEM. STEPHENS
GENERAL COUNSEL ©DAVID KNIGET IS5 A FOEMER ROSE PARTNER.

THE STEPEENS FAMILY, IN TURN, CONTROLS A LARGE BLOCK OF STOCK
IN WORTHEN BANK THE ESCROW AGENT RESPONSIBLE FOR ENFORCING THE
BONDEOLDERS ' RIGHTS WORTHEN, ACCORDING TO SECURITIES AND
EXCHBANGE COMMISSION FILINGS, PAID THE ROSE FIRM AS MUCH AS
446,000 FOR LEGAL WORX DURING THE 19805.

BIRD SAID THAT WHEN HE AND HUBBELL BEGAN WORK ON TEE CASE IN
1990, THEY DIDN' T ANTICIPATE A CONFLICT PROBLEM BECAUSE THEY
DIDN T KNOW ABOUT THE BONDS AND AS THEY BECAME INFORMED, THEY
BELIEVED THEY COULD MAINTAIN A NARROW FOCUS ON THE FORECLOSURE
AND ACCOMPLISH THAT WHILE THE PAYMENTS TO BONDEOLDERS CONTINUED
UNINTERRUFTED.

AS THE FORECLOSURE DRAGGED ON, BIRD SAYS, AND EVIDENCE
ACCUMULATED TEAT DEHAVEN AND TODD MIGHT NOT MAKE REQUIRED
FAYMENTS TO WORTEEN FOR STEPHENS AND OTHER BONDECLDERS, CONCERNS
ABOUT A CONFLICT GREW BUT THE REGULATORS WERE KEPT FULLY
INFORMED. EE BELIEVES THE AGENCY FINALLY CUT ROSE LOOSE IN APRIL,
1992, BCCAUSE NEW RTC CASE MANAGERS EVALUATED THE RISXS OF
CONFLICT DIFFERENTLY THAN THEIR PREDECESSORS.

I KNEW THERE WAS A GROWING CONCERN AT STEPEENS THAT THE
BONDS WERE NOT GOING TC BE SERVICED, AND I SPECIFICALLY KEPT THE
RTC) ADVISED OF THAT FACT, ° BIRD SAID.

BUT ONE RTC SOURCE FAMILIAR WITH THE CASE, SPEAKING ON
CCNDITION OF ANONYMITY, SAID THE RTC IDENTIFIED THE CCONFLICT
PROBLEM INDEPENDENTLY, AND THAT ROSE NEVER RAISED THE ISSUE OF A
PCTENTIAL CONFLICT WITE THEM. DURING THE COURSE OF TIME I WAS
INVOLVED IN IT, 1 AM NOT AWARE OF ANY REPRESENTATION TO THAT
EFFECT BY THE ROSE LAW FIRM, ' THE SOURCE SAID.

THE SOURCE ALSO SAIC ROSE WAS TERMINATED BECAUSE THE CCONFLICT
WAS UNAMBIGUOUS., IF WE GOT INTO LITIGATION WITH THE
BONDHOLDERS, THE RTC WOULD HAVE BEEN IN A VERY BAD POSITION,

THE SOURCEZ NOTED. AND TEE SITUATION WAS THAT ROSE REPRESENTED
BOTH THE RTC AND STEPHENS.'

LECGAL ETHICS E¥PERTS, AFTER BEING PRESENTED WITH DETAILS OF
THE MAUMELLE MATTER BY NEWSDAY, SAID TEAT WHILE THE DISCLOSURE
ISSUE wAS CRITICAL, IN SOME CASES A CONFLICT CAN BE 50 SERIOUS
THAT A FIRM SHOULD SIMPLY WITHEDRAW.

TEE SAME LAW) PARTNERSHIP SHOULDN T REPRESENT COMPETING
INTERESTS, SAID JANIS MCDONALD, WHO TEACHES LEGAL ETHICS AT

SYRACUSE LNIVEFSITY LAW SCHOOL THAT'S RELATIVELY
STRAIGHTFORWARD. ... ONCE YOU IDENTIFY A CONFLICT WITH COMPEIING
INTERESTS, NCT ONLY SHOULD YOU DISCLOSE IT BUT YCZU MAY ALSD HAVE
TO CONSIDER WITHDRAWING FROM THE CASE.

STEPHEN GILLERS, A LEGAL ETHICS SPECIALIST AT NEW YCRk
UNIVERSITY LAW SCHOOL, SAID THE SAME RULES APPLY EVEN IN CASES
WHEN 4 PREVIOUSLY UNFORSEEN AND UNAVOIDABLE CONFLICT SUDDENLY
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PITS TWO LEGAL CLIENTS OF THE SAME ATTORNEY OR LAW FIRM. IT'S

TH: LAWYER'S RESPONSIBILITY FIRST TO BE AWARE OF ANY CONFLICT AND
SECOND TO ALERT THE CLIENTS AND REMOVE THE LAW FIRM FROM THE
CONFLICT PUSITION, ' GILLERS SAID.

8Y MARTIN KASINDORF
WASHINGTON BUREAU

WASHINGTON WITE WEITE HOUSE OFFICIALS UNDER CONTINUING FIRE
YZISTERDAY OVER WHITEWATER, PERMANENT SECURITY PASSES AND BACK
TAXES FJOR A NANNY, PRESIDENT BILL CLINTON SCHEDULED A NEWS
CONFERENCE FOR TUNIGET TO DEAL WITH THESE ISSUES AND TO TRUMPET
WHAT AN AIDE CALLED ADMINISTRATION ACCOMPLISHMENTS ' SO FAR
THAIS YEAR.

CLINTON EXFECTS QUESTIONS ON THE WHITEWATER AFFAIR DURING THE
7:30 P.M. TELEVISED EVERT ONLY THE SECOND NIGHETTIME NEWS
CONFERENCE OF HIS PRESIDENCY BUT WILL MAKE ONLY LIMITED -
COMMENTS ON MATTERS UNDER INVESTIGATION BY JUSTICE DEPARTMENI
SFECZAL COUNSEL ROBERT FISKE, PRESIDENTIAL SPOKESWOMAN DEE DEE
MYERS SAID.

ABC, CBS, NBC AND CNN PLAN TO PROVIDE LIVE TV COVERAGE OF THE
NEWS LONFERENCZ, THOUGE LOCAL AFFILIATES CAN DECIDE TO BROADCAST
SOMETRING ELSE

OTHER QUESTIONS MAY CONCERN YESTERDAY'S REASSIGNMENTI OF
ASSOCIATE WalTE HCUSE COUNSEL WILLIAM KENNEDY, WHO HAD BEEN
RESPUNSIBLE FOR VETTING THE BACKGROUND OF PRESIDENTIAL APPOINTEES
AND fOR SUPERVISING TEE ISSUANCE GF WHITE BOUSE PASSES.

A STATEMENT ISSUED BY WHITE HOUSE CHIEF OF STAFF THOMAS
MCLARTY AND COUNSEL LLOYD CLTLER SAID THE REASSIGNMENT 10 OTEHER
DUTIES WITHIN THE CCUNSEL § OFFICE'' WAS AT KENNEDY'S REQUEST.

EARLIER THIS WEEK, KENNELY ACKNOWLEDGED THAT EHE WAS LATE IN
PAYING SOCIAL SECURITY TAXES FOR AN ARKANSAS CHILD-CARE WORKER
LIKE FIRST LACY HILLARY RODEAM CLINTON AND WEBSTER HUB3ELL, WEO
KECENTLY RESICNED A: ASSCCIATE ATTORNEY GENERAL, KENNEDY WAS A
PARTNER IN LITTLE RCCK'S ROSE LAW FIRM.

UNDEF HIS WIFE & PREVIOUS NAME, KENNEDY PAID 1,252 IN 1992
SQZI4L SECTRITY TAXES FOR THE PART-TIME WORKER EARLY LAST YEAR,
SHCRTLY BREFORE CCMING TO TEE WHITE HOUSE DURING TEE NANNYGATE
UPROAR INVOLVING ATTCRNEY GENERAL CANDIDATES ZOE BAIRD AND KIMBa
00D

THREE WEEKS AGO, AMID A BITTER DIVORCE PROCEEDING, KENMEDY
PAIC ABOUT 800 IN BACK SOCIAL SECURITY TAXES FOR 1991. HE HAS
SAID HE DIDN T PAY SOONER BECAUSE EE HAD NO RECORDS OF THE
WORXER'S EARKNINGS FOR THAT YEAR.

ACUSE MINORITY WHIP NEWT GINGRICHE (R-GA.) YESTERDAY DEMANDED
THAT KENNEDY RESIGN FOR TEE PUBLIC GOOD AND THE WHITE HOUSE
GQOOD MYERS SAID KENNEDY HAS NO INTENTION OF RESIGNING.

IN ANCTHTR REPLBLICAN STRIKE, HOUSE REPUBLICAN CONFERENCE
CHAIRMAN DICK ARMEIY (R-TEXAS) CALLED FOR THE DEPARTURE OF DEPIUTY
IREASJRY SECRETARY ROGER ALTMAN. ALTMAN, WHCSE RESIGNATION AS
ACTING EEAD CY THE RESOLUTION TRUST CORP. TAKES EFFECT WEDNESDAY,
TOLD TEE SENATE FEB 24 THAT 3E HAD BRIEFED SENIOR WHITE HOUSE
CTFI{I4LS EARLY THEAT MONTH OR AN RTC INVESTIGATION THAT TCLCHED
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Embattled Clinton bids

to halt slide

To meet press tonight as troubles grow

By Michaal Kramish

and John Aloysus Farrell
GLUBE STAYY

WASHINGTON - President Clinton, dismayed
by the congressional decision to hold Whitewntor
hearings and forced yosterday to reassign a top aide
who failed to pay vanmy taxes, plans to hold a rare
evening press conference tonight in an effort to halt
his political erosion.

Meanwhile, a senior administration official,
spesking on condition of anonymity, told the Globe
that the White House would soon revise dewnward
the president's own estimate of his losses on
Whitewater. Bur the official said the revision - while
potentially embarrassing - would not necessarily
increase Clinton's tax labdity.

M New civil rights chief saes more suits on behalf of
women and the handicapped. Page 16. ;

Clinton in recent days has been hit by new
questions about how White House associate counsel
William Kennedy 3d - who oversaw the “nanny tax"
issue that killed the attorney general nomimation of
Zoe Buird - failed to pay some of his own namny
taxes oo time, Kennedy will be reassigned as a reauit
of his error, according to a statement from the White
House Jast night.

Kennedy, one of three Rose Law Firm partners
brought to Washington by Hillary Rodham Clinton,
will no longer review backgrounds of presidential
appointees for embarvassing episodes, such sz failing
to pay back taxes.

In a separate flap vesterday, a spokesman
acknowledged for the first time that one-third of the
1,000 White Houze employees &till do not have
regular passes and one-tenth do not have security
clearances.

Both matters, while secondary to Whitewater,
have added to a sense of siege m the White Houze.
Fanning the concern, an ABC News pol 1eleased
yestercay said Clinton’s job approval rating had
fallen to 48 percent, the first time it has below 50 this
year. With the Whitewater affair continuing to
dominate news coverage, Clinton's approval rating
has dipped 11 points in iess than a month. the pall
sad.

There was speculation yesterday that Clinton
may use the 7:30 p.m. press conference to antounce
several new measures desigoed to show that he it
trying o come clean on Whitewater and othe
controversies, perhaps by relessing some old tax
retuims and announcing the results of an audit that
may show he underpaid his taxes. There was also

1 = - RIS S
‘borrowed y as individuals to buy landin the” .
Ozarks I;:E o e

1t was not not{l 1979 that the ' .
Whitewater corporation was formed. ™

Because their 01iginal debt was a personal
liability, rather thar a corporate debt, the Clintons
were entitled at first to use the interest they paid as
8 deduction on their income taxes. Once the
corporation was formed, however, the corporation
claimed the interest deductions.

In 1984 and 1385, however, the Clintone claimed
interest deductiors ¢b their personal taxes for
Whitewater, and after the Lyons Report was
relcased in 1992 they voluntarily paid $4,000 in taxes
and imterest to the IRS. They attributed the error at
that time to a bank's mistake - the bank waa said to
have mailed the Clinwns an interest-paid staterment
that should have gone to the corporation.

Ap upcotning review of the Clintons' tax retmins,
n the April edition of Money magazine, concludes
that the president and his wife may have underpaid
their income taxes by $8,000 in the 12 years from
1980 to 1992 because of such unjustified Whitzwater-
related deductions.

In addition to Whitewater, the White Bouse was

talk that Clinton might turn the session into 2 mea
culpa, similar to the way his wife, Hillary Rodham
Clinton, recently said she had made mistakes
regarding the Whitewster matter.,

“I expect there will be a lot of questions about
Whitewater,” White House press secretary Dee Dee
Myers said. At Clinton's last press conference, the
president curtly raid he had nothing more to say
about the matter, but Myers yesterday left the
impression that Clinton wonld answer questions.

A glimpse fnto the president’s mood -
exemplified by his podi ing attack on
Republicans last week in Boston ~ was visible again
on Mooday in Florida. Clinton bristled that
allegations by a former Arkansas judge about the
Whitewater matter were “a bunch of bull* The
former judge, David Hale, who pleaded guilty on
Tuesdsy in a Whitewater-related case, has said
Clinton pressured him to make a government-
backed loan, some of which went fnto the
Whitewater real estate venture. :

Meanwhile, a senior White House officlal sai
that the administration will soon scale down its
estimate of how much money the president and his
wife claim to have lost in the Whitewater investment.

During the 1692 presidential campaign, Clinton
asked James Liyons, a Denver attorney, to review
financial records of the Whitewater deal. The
resulting Lyons Report, as it is known, said the
Clintona lost $68,000.

The Lyons Report was prepared by a group of
friendly accountants and was limited, its own authors
admitted, by alack of necessary documentation. The
president’s partner in the deal, James McDougal,
say the Clintons lost just $13,000.

The White House official said yesterday that
freshly obtained records ehow that the Clintons did
not lose $69,000, but in fact lost a lesser amount. The
official gaid tnat the calculations are ongoing, but
that the evertual figure would still show that the
president and his wife lost money. The final estimate
would be closer to the Lyons Report than to
McDougal's figure, the official said.

The recaelculated losses, the official said, did not
necessarily mean that the Clintons underpaid their
taxes. The couple's accountants never claimed losses
on the ecale of those Jisted in the Lyons Report, the
official said. “They didn't take all the losses as tax
deductions,” the official said. “The Lyons number
could move without increasing thefr tax liability.”

The president and Mre. Clinton have already
acknow]edged & tax problem stemming from their
sarliest invesunent in Whitewater. The Clintons first

dealing with several other controversies yesterday:
.. ™ William Kennedy 3d disclosed this week that he

*" did not pay $800 fn 1991 vanuy taxes for s domestic

worker unt{’ three weeks ago, and did not pay $3,000
in similar 1992 taxes unt{l a year after they were
due.

Myers eaid that Kennedy made a “mistake,”
calling it “scmething that he wizhes that he had dealt
with but didn't.”

Meanwhile, House Minority Whip Newt Gingrich
of Georgia yesterday called on Kenredy to resign.

The nature of Kennedy's new duties was not
known Jast right The White House sgid the
reassignment came at his owT: request.

& Myers disclosed that ope-third of the 1,000
White House employees — including herself ~ do not
have permanent pazses, and one-tenth do not have
clearance to dea with top-secret mattars. Myers said
the problem was due to a paperwork backlog, but
Republicans have gaid the matter was an Qllustration
of ineptitude. =
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| Whitewater rapidly rising

There's more turmoll for Clintons,
whether they deserve it or not.

ton's aides sa:d the president had

been through & rough wesk with
Whitewater but had regained command of
the situation. Far from it. Two new devel-
opmens this week are likely to mean more
grief for the Clintons.

# Today's Banking Committee hearing
— &t which Rep. Jim Leach wanted to
present witnesses who could deliver &

“dlockbuster” — was postponed by Chu.
man Henry Gonzalez. The chairman sent
Leach a very nasty letter accusing him of
TrVIng to subvert the hmived purpose of the
hearing, which wes required by law to
hear reperts on the progress of the
savings-and-loan cleanup.

Democratic leaders had been urging Gon-
zalez to delay the hearing because it would
be lose-iose for the Democrats. If Leach's
witnesses were called, or Leach were al-
lewead 10 ask questions about Whitewarer,
there would be testimony that could fur-
ther stgin the presidential image. But if
Leach’s witresses were rejected and his
questions ruied out of order, it would look
iike more cover-up.

House leaders quickly saw that delaying
the hearing also looked like a cover-up, so
they jowned with the Republican leadership
on a r?ebmﬁs w!ulcg\ ;hg Hoﬁ:e qmdc.sd
passed by to or setting groun
rules for fu'l-scale
The Senate already has voted
for such heari

® An oid ‘riend of the president, former
Arkansas ‘r udge and loan-company owner
David Hale, who had been indicted on
fraud charges unrelated to Whitewater,
made a ples bargain with Special Prosecu-
tor Rotert Fiske. Hale will avoid prison

d jury the lt.ory he

time by teliing &
has -enpeddﬁnz 'or months: that Clinton,
as gavernor, pressured him to make an ille-

A few days ago one of President Clin-

gal £300,000 loan to one of the Clintons'
partners in Whitewater

Clinton dismisses Fale's story as "bull”
and Hale has produced no supporting evi-
dence or corroborating witnesses. But
merely by testifying befcre & grand jury he
will embarrass the president aghin.

There sppears to be bipartisan nﬁee—
ment that hearings should not be he

. Given the overwhelming votes In |

" both houses of Congress, the

| hearings are aimost certainto
 happen. if handled properly, tlm

' neod not wreck the .
' investigation.

500N &8 Lo compremise the special prosecu-
tor's in , Which is only fair. But
how soon” Here the corsensus seems to be
a8 300n s Fiske has finished the Washing-
ton part of his work. That investigation in-

volves charges that several meetings
between 'wu!uon and White House staff
were improper or {llegal cover-ups, and it

shouid take about & month.
Given the overwhe votes in both
houses. the hearings are certain to

happen. [ handled properly, they need not
wreck the in

What the hearlnn will do 18 keep
Whiuwner in public view, and that may
distract the president from accomplishing
mudioﬂnythmglnmsncondywlnof

That would be nughpnmmpay if jrall
turns out to have been nothing but White
House fumbling to hide embarrassing but
not unlawful activities by the Clintons in
Arkansas.
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Democrats Distancing Themselves From Clinton on Whitewater (Washn)

3y Ronald Brownstein= (c) 1994, Los Angeles Times=

WASHINGTON The move by congressional Democrats toward hearings on
jitewater reflects growing dissatisfaction with White House management of the
sntroversy and rising desire among many Democrats to distance themselves from
resident Clinton on the issue, legislators and party political consultants
ay.
YTO some extent, the drive for hearings demonstrates that senior

egislative Democrats believed Republicans were making gains in their
rgument that Congress was joining with the White House to stonewall
egitimate inquiry. Legislative and White House officials agree that the
ecision also illuminates a longstanding unwillingness among many
:ongressional Democrats to bind their fates too closely to Clinton's.

"I don't think it does a lot of good necessarily to be a Friend of Bill
.n some of these districts,'' said one leading House moderate.

Democrats on Capitol Hill say they have yet to see anything that belies
:he president's claim that he has not done anything wrong. But the decision to
iccept hearings illustrated their growing belief that the White House
:ompounded its problems by resisting each new step toward disclosure from
release of documents relating to the original Whitewater investment, to
ippointment of a special prosecutor, to congressional hearings.

""It is clear that the political strategy in the White House was not
succeeding, that the story had legs of its own, and it was counterproductive
to try and delay,'' said the House moderate. ' "Their's was a naive approach.''

So far, congressional Democrats maintain, the enormous press and political
focus on Whitewater hasn't seriously slowed down other legislative activities:
major education and crime bills are moving toward completion and in the House,
Democrats believe they are making progress toward compromise on the
administration's massive health care reform plan.

Republican strategist William Kristol warned in a memo this week that the
GOP's preoccupation with Whitewater ' 'is keeping Republicans from being able
to focus on health care at just the moment ... when inattention to the issue
is most dangerous.''

White House and congressional strategists admit they are uncertain whether
agreeing to hearings has increased or diminished the prospect of Whitewater
impeding other legislative initiatives. But it's clear many Democrats felt
that with the Republicans hammering away, resisting hearings might prove more
disruptive than accepting them.

Democrats acknowledge that hearings represent a roll of the dice that
could cpen unanticipated new guestions and increase public attention on the
controversy. "~ "If we get into hearings, it can be dragged out for a year,
which would be a real problem,'' said one senior House Democrat.

In both houses, Republicans and Democrats have just begun negotiations
over the timing and scope of the hearings, and over whether they will be
conducted by existing committees or panels formed specifically for that
purpose. House Speaker Thomas S. Foley said in television interviews Wednesday
that there was little prospect of joint House-Senate hearings.

The resolutions passed in both houses called for hearings that would not
interfere with special counsel Robert B. Fiske's investigation. Congressional
officials say Fiske has assured them he intends to finish the Washington
elements of his investigation sometime in April, which could open the door for
hearings soon afterward.

The first step could be rescheduling the recently delayed House Banking
Committee oversight hearings on the Resolution Trust Corporation at which
Republicans have said they intend to press guestions about White House contact
with investigators looking into the failure of Madison Guaranty Savings &
Loan, which was owned by the Clintons' partner in the Whitewater development,



James B. McDougal. House sources said the hearing could come sometime in
April.

""My calculus is that I would like to get this over as quickly as
possible,'' especially with mid-term elections approaching in the fall, said
a top House leadership aide.

Publicly, administration officials from the president down have insisted
that Congress alone should decide whether to hold hearings. But privately
senior officials have resisted hearings, arguing they would interfere with the
special counsel's investigation and offer Republicans an opportunity to keep
the Whitewater controversy in the news.

Until last week, the Democratic leadership in both chambers had staunchly
backed the administration's position. But over the past week that opposition
has crumbled, as greater numbers of rank-and-file Democrats grew uneasy about
resisting the GOP demands.

In the end, said the senior House Democrat, the party leadership in both
houses was forced to capitulate " “because they were afraid of losing a vote on
the floor'' if Republicans offered an amendment demanding hearings.

(Optional add end)

Congressional Democrats are not acting based on any sign that voters have
focused on Whitewater or made any final judgments against the president on the
controversy, Democratic political consultants and congressional aides say.
""This isn't Watergate in the sense that people are riveted by it,'' said
Democratic media consultant Joe Trippi.

But Democrats say they feared that prolonging the fight over whether to
hold hearings could eventually strengthen GOP and conservative charges that
Congress was attempting to sweep the Whitewater questions under the rug.

" "The Republican bitching and moaning was effective enough that individual
members thought, "I didn't want to be tainted with this,' '' said an aide to
one Democratic senator. When you have Rush Limbaugh, a conservative who is
host of a nationally broadcast talk show, speaking out "~ about the alleged
cover-up of a Democratic president, eventually that seeps into the public
domain,'' the aide said. "~ "People were thinking about themselves.''
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A senior House Democrat late
yesterday abruptly canceled a reg-
ular appropriations hearing
scheduled for wday because Re-
publicans on the panel intended to
ask questions related to the
Whitewater Madison affair.

The cancellation of the House
Appropriations subcommittee on
Veterans Affairs, Housing and Ur-
ban Development and indepen-
dent agencies was the second this
week. It came a day after the
House wvoted overwhelmingly to
explore holding overall hearings
on Whitewater-Madison.

Rep. Louis Stokes, Ohio Demo-
crat and chairman of the subcom-

mittee, met with the committee's
ranking Republican, Rep. Jerry
Lewis of California, on the House
floor in the afternoon and told Mr.
Lewis the hearing would not take
place.

*He said, ‘I just don't want our
committee W be involved in the
politics that's going on around this
place; " Mr. Lewis quoted Mr
Stokes as saying.

Mr. Lewis noted that President
Clinton is scheduled to hold a news
conference tonight and said he
thought the White House event
;end the hearing cancellation may

connected.

“It almost sounds as if their war
room’s working overtime down
there. [ just don't know what some-
one has to hide. If they're working

s0 hard to control the agenda in the
House, interrupting legitimate
business by subcommittees, you
have to wonder how far they'll go”
Mr. Lewis said.

1kl

Mr Lewis said he had several
questions for the officials that fo-
cused on Madison, which failed in
1989 at a cost to taxpayers of $50
million.

Mr. Stokes was ur for
comment last night, and his
spokeswoman did not return a
telephone call.

The subcommittee was sched-
uled to hear from Andrew C. Hove,
acting chairman of the Federal
Deposit Insurance Corp. and FDIC
Inspector General James A.
Renick. Also set to testify was
John J. Adair, inspector general
for the Resolution Trust Corp.,
which oversees S&L bailouts, in-
cluding that of Arkansas® Madison
Guaranty Savings and Loan Asso-
ciation. :

Dn's pr , James B.
McDougal, was a busi partner
with President Clinton and Hillary
Rodham Clinton in the Whitewater
Development Corp., a real estate
venture in the Arkansas Ozarks.
Mrs. Clinton, then with Little
Rock’'s Rose Law Firm, rep-
resented Madison during part of
its legal troubles with state reg-
ulators while her husband was
BOVErnor.

Whitewater-Madison special
counsel Robert B. Fiske Jr. is con-
ducting a criminal investigation
into the ties between Whitewater

Whitewater questions cause second hearing cancellation |

and Madison.

Mr. Lewis said that when RTC
and FDIC officials testified before
the subcommitiee last year, they
talked about contracts the federal
government has with law firms
around the country to recover
money from failed savings and
loans.

Rose was one of those law firms.
Federal officials said they paid
Rose $353,091 for its services and
received a net return of $671,909
to the Treasury, Mr. Lewis said.

This year, Mr. Lewis said he
wanted to question the officials
about how they check a law firm
for possible conflicts of interest
and ask if they checked Hose.

"It has to be clear to anybody
that a person like myself, who has

really been lowballing this g
|Whitewater-Madison |, does huve
the right in his responsibulinies
that involve legitimate oversizhi 1o
ask questions in & forum that's ap
propriate,” Mr Lewis said

Another hearing that
scheduled for today was o peneral
RTC oversight hearing belore thic
House Banking Committee Hut
committee Chairman Hemry H
Gonzalez, Texas Democral, can
celed it on Monday.

On Tuesday, the House visted 1o
allow the bipartisan leadership 1o
meet and develop a schedule tor
general hearings into Whitewaler
Madison. The Senate last week
passed the same resolution, and
cungressional officials smd hear
ings could beginina monthor twa

Wils




| on health, crime and welfare, they

. of the jungle is “Hold On Tb Your

BEN WATTENBERG

Policy
lifeline?

itewater, with sequels,
is not going away. It is
already in the media
firestorm mode. The

story is moving from real estate to
real people. Americans are fasci-
nated by any first family, and the
Clintons are of particular interest.
With the issues of money, sex, par-
tisanship, corruption, cover-up,
cronyism and suicide now in pla;.r.
the ritual press feeding frenzy is
unstoppable, like it or not.

But will scandal affect policy?
Luckily, Americans still do care
about policy. Luckily for the Clin-
tons, they have some policies to
peddle. A number of scenarios are
available.

Scenario One. Reporters will try
to show that a distracted adminis-
traton functions poorly. But, it may
turn out, such a linkage of policy to
scandal hardly exists. After all, the
policy wonks do keep wonking
away. That is a good posture for the
president: working tirelessly to help
America in its moment of need.

Scenario Two. The case is made
that it will help liberal Democrats.
Why? Because when a politician
gets into personal trouble, one law

Base." As long as there is a solid
core of liberal Democrats in Con-
gress who think President Clinton
is doing essentially the right things

may be able to help protect him
from some of the worst tartures

The wide-angle
Whitewater story is

| press-driven, not

' politics-driven.

' Americans want to
know, “What Are The

- Clintons Really Like?”

that a Congress can inflict upon a
president. And so it may be, by cur-
rying liberals, Mr. Clinton will go
for too much on health and too lit-
tle on crime and welfare.

There is a problem with this one.
The wide-angle Whitewater story is
press-driven, not politics-driven.
Americans want to know, “What
Are The Clintons Really Like?"
Such a story. by the way, is not irrel-
| evant to the workings of democra-
| cy. Voters want information. The

press wants to serve the voters (as
| measured by raungs and circula-

ton).

The Washingtorr Tumes
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Scenario Three. This is the one I
. like, because it turns a sow’s ear
. Into a policy purse. It means Mr.
Clinton takes a hard-line turn on
welfare and crime, and takes half a
loaf on health care. That's what the
public wants, and that is where the
public interest is. By delivering,
the president becomes a hero and
voters say, “Well, I'm finding out
what they're really like. I'm not
happy about it, but he is delivering
what America needs. He really is a
New Democrat. He is transforming
his party, so I'll stick with him."

Will Mr. Clinton do that?

The much-leaked deliberations
of the Clinton welfare task force
seem to be giving birth to a mouse
that may never end welfare as we
know it, spending more money on
more p for more people.
| Republicans will make hay, appro-
priately, by saying w= should stop
giving money to teen-agers who
bear illegitimate babies and there-
by discourage such behavior, But
remember: The Clinton welfare

| task force is not President Clinton.

As the process goes forward, he

- can make the program tougher and

smarter.

The crime situation is a mystery.
Mr. Clinton talks about “our crime
bill," but no one knows what it is.
The House is now proposing
changes to a tough Senate bill, some
of which are necessary, some of
which could turn the bill to mush.
The key is to ensure that the states
have more prison space while push-
ing themn to cut back on parole time.
That would keep predators off the
streets for longer periods. Mr. Clin-
ton can make it happen and then,
properly, brag.

The health care half a loaf would
gumla’lixteetha that insurance is
portable, that it cover pre-existing
conditions, that it is available to all
and that it minimizes malpractice
awards. For now at least we don't
need new super-bureaucracies and
price controls that could make
medicine worse.

For Bill Clinton, doing what's
bath right and popular is the best
insulaton from scangal.

Ben Wattenberg, a senior fellow
at the American Enterprise Insti-
rute.k ;s the host of the forthcoming
weekly public television p m,
“Think Tank." e
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PAUL GREENBERG

ow and then, on one of
those rare days when no
hlghevup in the adminis-

tration is submitting his
resignation or answering a subpoe-
na, a welcome lull sets in and hope
springs ephemeral that Whitewa-
ter will just go away and never come
back nnother darl Like the October
Surprise, and Bil nale and forgot-
ten nonscandals of other years. The
administration and its more reflex-
ive supporters do what they can to
support this happy hope, whisper-
ing incantations that don't quite
work. (“Whatever you do, do not
think of that purple elephant in the
corner.")

The technigue may work for 24
hours, even 36, maybe 48, but soon
enough the danged alephanl lifts its
trunk and trumpels

(“Nussbaum, lchm tell their side .f
Grand jury gets scoop on briefing”
... "Senate votes, 98-0, to eventual-
Iy hold hearings on Whitewater .. .
") Veteran journalists pooh-pooh
the story, saying there's no stol
there and also it's been mrplnyg
but the thing won't die. On the con-
trary, just when it begins to fade, a
George Stephanopoulos is subpoe-
naed, a David Hale makes a plea
bargain, or the Securities and
Exchange Commission opens a new
front, or .. . well, what's on the front
page today?

This is how trying to keep a scan-
dal under wraps works: It doesn't.
Light and ventilation nughl exorcise
whatever Whitewater is, but right

The fl’uslj ington Times
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Sporadic glimpses through the m's

now the public is being allowed only
partial, sporadic glimpses under its
many covers, and the public’s sus-
picion grows in tandem with a kind
of irritable boredom. This is not the
kind of atmosphere in which lead-
ership thrives, or attention can be
paid to basic reforms. A slick pati-
na of scandal begins to adhere to all
the rest of the news.

Sometimes it feels as though the
country has entered a time warp. Is
this 1994 or closer to 19747 Out of
the Golden West of Yesteryear

comes the image of Barry Goldwa-
ter, asking the ition to lay off
the president and let him do his job.

Didn't he sympathize with the pres-
ident in the early stages of Water-
gate, too? It's enough when the
Muse of History repeats a few
scenes, or replays a few notes from
a familiar overture, but when it
starts serving up the same cast of
characters 20 years later ... it's
eerie. Cut it out, Clio!

Eventually, the senator and icon
from Arizona did catch on to
Richard Nixon and urge him to
make full disclosure. To quote Barry
Goldwater's irresistible language in
a memmr about Watergate:

I publicly asked the presi-
dent to level with the American peo-
ple on Watergate. Trying to move

Nixon off his butt, I told the Christ-
ian Science Monitor: ‘The Water-
gate. The Watergate. It's beginning
to be like Teapot Dome. I mean,
there's a smell to it. Let's get rid of
that smell!

“In December, during another
interview with the Monitor, I tried
again to get Nixon to open up by say-
ing the president was doing too lit-
tle, too late about Watergate: 'He
chose to dibble and dabble and
argue on very nebulous grounds
like executive privilege and confi-
dentiality when all the American
people wanted to know was the
truth’ "

Whitewater, Whitewater ... .
There's a smell to it. Instead of dib-
bling and dabbling and hiding
behind a special prosecutor, and
eventually being forced into full dis-
closure anyway, why not cut short
this Chinese waler lorture, this
unstoppable process of leak after
leak after leak, and just try to tell the
American people the truth?

Good ol' Barry Goldwater, he
can't help bul be revealing even
when he wants his party not to be.
Urging his fellow Republicans to
lay oflf Whitewater, he told the press:
“So far 1| haven't seen anything that
convinces me that it's all that big"
Do you think he means it smells

L
i

only a little now? And that the smell
will get better if everybody pre-
tends not to notice?

Bill Clinton would do betier to
heed a not so subtle hint from Indi-
ana’s Lee Hamilton, chairman of
the House Foreign AlGrs Commit-
tee and good Demuocrat: "One pos-
sibility for getting this information
out would be through congression-

al hearings.” Soon,

Instead, this president, oo, dib-
bles and dabbles winle Whitewater
mushrooms

Paul Greenberg is cduoriul page
editor of the Arkansas Democrat
Gazette in Little Rock and a nahon-
ally syndicated columnist
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‘What did Mrs. Clinton invest
and when did she do it?

By Christopher Cox

ecently, Hillary Rodham Clin-

ton's mvestmem in a Little

e fund” has gained

nanonal attention. Understanding
why requires an appreciation of the
Ethics in Government Act, which
regulates conflicts of interest in the

| federal executive branch.

Under the act, it is a criminal
offense for any federal employee to
knowingly maintain a financial

| interest in any specific area in

which he or she is "personally and
substantially” involved. Since Ms.
Rodham Clinton was clearly so
involved in health care as chair-
man of the president’s Health Care
Task Force, and since in that
capacity she has been adjudged a
federal employee (unlike other
first ladies) by a federal court,
there remains only one serious
question on her compliance with
the Ethics in Government Act. Did
she know her money was invested

| in a partnership that was short

selling health care and pharma-
ceutical stocks?

The very limited financial dis-
closures by the Clintons thus far

| suggest. tentativeiy, that the answer
' may be yes.

Despite the protestations of the
partnership’s Little Rock manager,
Bill Smith, those disclosures show
that Ms. Rodham Clinton almaost
certainly knew not only that near-
ly $100,000 of her money was
invested in ValuePartners I, but
also that the partmership took short
positioLs in certain health care
stocks.

For this reason, 81 Republican
members of Congress have asked
the Office of Government Ethics to
investigate the complete facts. The
request did not allege wrongdoing
by Mr. Smith, or by ValueParmers
I. Nonetheless, Mr. Smith has risen
to the Clinton's defense, and in so
doing has misrepresented several
key facts.

In an interview with the

i Arkansas Democrat-Gazette's Paul

Greenberg, Mr Smith noted that

Christopher Cox. a member of
the House Governmen: Operations

| Commuttee, served in the White
. House Counsel’s office during the

Reagan admimistration.

the Clintons have “always been a bit
careless about the appearance of
conflicts of interest.” That much is
certainly true. Unlike Presidents
Reagan and Bush, who put their
personal investments in a blind
trust before taking office, the Clin-
tons couldn't let go of their money.
They didn’t set up a blind trust until
half a year into the Clinton presi-
dency.

This, of course, put Hillary Rod-
ham Clinton in a position to know
where her investments were. Not
50, Mr. Smith told the Democrat-
Gazette: He stopped reporting to
the Clintons about specific stocks in
March 1992

That is demonstrably false. A
Dec. 31, 1992 report from Smith
Capital is attached to President
Clinton's financial disclosure report
of May 14, 1993, It lists that day's
short positions. They include Bio-
plasty, a surgical device manufac-
turer; Cryomedical Sciences, a
cnrog:mc sur ical instrument
provider; H Professionals, a
health-care semce company; and
Royce Labs, a generic drug manu-
facturer.

And while selling short these
health care issues creates the most
serious appearance problem, the
same report to the Clintons from
Smith Capital also shows that Val-
uePartners took long positions in
Grancare, a long-term health care
company; Health Care and Retire-
ment, also a long-term health care
provider; Lincare, a specialist in
respiratory therapy services; and
United Health Care, which runs
Hl:'lngs and preferred provider

p
Itis not just on this point that Mr.
Smith misspoke. He also told the
Democrat-Gazertte that the part-
nership's “last investment in phar-
maceutical stocks was closed out in
May 1992"
This, too, is easily proven false.
ing to the May 14, 1993 dis-
closure statement personally
signed by Bill Clinton, in December
1992 ValuePartners was short
Royce Laboratories, a manufactur-
er of generic drugs. And according
to the May 21, 1993 Wall Street
Journal, Mr. Smith acknowledged
that “one of the stocks shorted this
year [1993] was Synergin, Inc., a
biotechnology company whose
shares plunged 68 percent in value

after the company announced poor
results for a major trial of its key
drug”

F?nal]y. Mr. Smith claims that
none of this matters anyway,
because February 1993, when the
partnership actually lost money on
its health care hedges, was “one of
the [pl.mwrsh:u's] worst months
in years” But whether Ms. Rod-
ham Clinton lost money in a par-
ticular month is irrelevant, since
her investment covered all of 1992
and half of 1993. According to the
Clintons' May 14, 1993 financial
disclosure, she also profited at other
times, and specifically from short
sales. Neither Mr. Smith nor Ms.
Rodham Clinton has been suffi-
ciently forthcoming to provide
information about
profit or loss therefrom) for the
entire period, which is one of the
chief reasons an investigation is

necessary.

More to the point, the congres-
sional request for an investigaton
accurately noted that ValuePart-
ners | “was in structured
to profit from price declines of
pharmaceutical stocks.” Whether
it succeeded in doing so is of no
moment under Ethics in Govern-
ment Act. The law i anyone
who knowingly has a “financial
interest” in the area of his or her
particular responsibility. It is being
in a position wh:; oun;t has ﬂ;e
opportunity to profit consti-
tutes the criminal offense.

Surely, ValuePartners [ intended
to profit by virtue of its short sales
of health care and pharmaceutical
stocks. If Ms. Rodham Clinton knew
of these investments, she is prop-
erly the subject of the law. Were it
otherwise, the criminal law would
not punish attempted murders —
only successful ones. )

Compliance with the Ethics in
Government Act isn't easy. It
requires great sacrifice by the men
and women who serve in the exec-
utive branch — just ask any cabinet
secretary who's had to liquidate
personal investments at a loss. The
Clintons’ apparent unwillingness to
make the same sacrifice as every
other senior federal employee can
only undermine public confidence
in our ethics laws. At the very least,

short sales (and |

they now owe it to the American |

people to accept the consequences
of their failure to divest.

| M



Clintons’ tax records offer no surprises

BY RANDY LILLESTON
Democtat-Gazetia Washinglon Bumay

WASHINGTON — Tax
records released Friday show
that highly successful specula-
tion in commedities more than
offset costs of the Whitewater
Development Corp. land deal,
helping to raise the incomes of
Bill and Hillary Redham Clin-
ton from $41,731 in 1877 to

® McDougal says tax dala show
Clintons close to mark 124
® Rolated articles  BA, 8A, 12A

Kendall — were released by the
White House. They show the
{:lintons paid $46,635 in inter-
esl, taxes and olher payments
for the controversial Whitewa-
ter invesiment.

Marion County.

The Clintons claim all the
money they invested in White-
water was lost except for the
$1,000 they receivi d for selling
their remininﬂb‘hiha'nter in-
terest to James McDougal in De-
cember 1982. McDougal also
owned Madison Guaranty Sav-
i & Loan Associalion, which
failed in 1980 at a cost to the tax-

]

ary by Attorney General Janet
Reno.

When asked whether the re-
turns would clear the air about
the Whitewaler controversy, the
forgddmt replied, “They ought

“They were normally very
simple returns,” Clinton said be-
fore leaving Washington on Fri-
dlnf. “Ididn't have a lot of com-
plic

$168,495 in 1879. The Clintons were parthers  payers of at least $47 million. ated things on them, and
The records — Lax returns, from 197892 with James and Su- ~ MeDougal’s business activi- we've given them out — all the
ng documents and oth-  san McDougal in Whitewater,a  ties are being investigaled by  way back to "77 now. ... You can
or information compiled by 230-acre real estate develor- special counsel Robert Fiske do what you want with them.”
Washington attorney David ment along the White River in  Jr., who was appointed in Janu- See CLINTON, Page 12A
[ . LE o e A
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e Continued from Page 1A -

The Clintons' tax returns ac-
tually became more complex
with each passing year as the
couple claimed deductions for
interest payments and depre-
ciation.

Also noted were a variety of
income sources, includicg
about $100,000 in cattle futures
trading gains.

That income, along with
most of the other information
in the tax forms, already had
been disclosed either by the
Clintons or through news ac-
counts.

The New York Tvmes report-
ed last week that Hillary Clin-
ton made the cattle futures
trades in consultation with
longtime friend James Blair,
who is 2ow general counsel for

Tyson Foods Ine. at Spring-

dale.

administration officials re-

fused to disclose Friday the
amount of the Clinton invest-
ment in cattle futures. .

The tax returns only indi-
cate the profit, not the origi-
nal investment.

More likely to raise ques-
‘tions are the reasons for some
of the deductions, such as a
$10,131 deduction in 1978 for
interest paid to Great South-
ern Land Co.

Officials said the deduction
was the first interest payment
by the Clintons for the White-
water investment. Great
Southern was owned by the
MecDougals.

“In the spirit of full coop-
eration and openness, the
Clintons have now made pub-
lic their tax returns for the
past 16 years,” Kendall told re-
porters Friday.

During his successful 1990
gubernatorial campaign, Bill
Clinton released a decade's
worth of tax returns after be-
ing challenged to do so by his
Republican opponent,
Sheffield Nelson. ;

The president said Thurs-
day that Kendall would brief
the media when the returns

A

g

" Arkansas Democrat %5 (Gazette

B — e ——

;-
Clinton’s
Whitewater
payments
1978  Interest $10,130.58°
1978 Interest $11,752.52

Interast $237.50"
Capital . 1
1980 Interest $4,350.00
4 - Interest $9,000.00
1981 interest $243.00
1986 _Interest 1,835.51
1987  Interest $2,561.33
1988 Interest $1,473.60
Feal estate
1 tax $1.275.15
1989 Resl estate “
tax §291,35
1980 Franchise -
tax $345,15
Aﬁaunlanfs o
AL $46,635.75 -
* The amount deducied was
$11,744.
** These amounts not deducted on
lax retums.
mmc_::mem . o

Arkansas Democrat-Gazens
were released.

- But when reporters were
briefed Friday, administration
officials insisted any informa-
tion would have to be attrib-
uted to “a source familiar with
the Clintons’ tax returns.”

Also released was a letter
from James Lyons, the Denver
lawyer hired by the Clinton
presidential campaignin 1992
to analyze Whitewater docu-
ments,

Lvons said at the time that
based on his analysis, the Clin-
tons lost $68,900 on their
Whitewater investment. How-
ever, he emphasized the analy-
sis was based on incomplete
information. )

The letter released Friday
corroborates a statement the
president made at a news con-
ference Thursday night. It
notes that Bill Clinton re-
ceived a $20,000 loan in 1981
from Madison Bank & Trust
Co. of Kingston to help pur-
chase a home for his mother,

"Virginia Kelley of Hot Springs.

The bank was owned in part
by James McDougal.

Before Thursday, Clinton
had claimed the loan was part
of his Whitewater expenses.
He said Thursday that upon
reading a proof of his mother’s
soon-to-be-published biogra-
phy, he remembered the mon-
ey had not been spent on
Whitewater.

Kelley died Jan. 6 of com-

.plications related to breast

cancer.

“It does not appear that any
additional tax liability is owed
by the Clintons for 1981 or 1982
in connection with this lake
house transaction,” the report
stated.

"The documents also showed
that: .

#® The Clintons had adjust-
ed gross incomes of $41,731in
1977; 885,214 in 1978; and
$158,495 in 1979. Hillary Clin-
ton then got out of the com-
modities market. The couple’s
1980 adjusted gross income,
released in 1990, dropped to
$87,173.

" ® Whitewater interest pay-
ments for 1978 and 1979 to-
taled $22,120. The 1979 returns
were far less specifie on the
interest payments than the
1978 returns, which listed
Great Southern. The couple's
1979 returns listed $11,749 in
interest expenses to unspeci-
fied “bank and loan compa-
nies.” That return also lists a
$238 expense for interest paid
to McDougal.

The deductions reflect the
interest paid on loans the Clin-
tons took out for the initial
Whitewater investment. The
source famiiiar with the tax
returns said that investment
consisted of three loans —a
$183,000 loan taken out by the
Clintons and McDougals in
1978 from Citizens Bank of
Flippin; a $20,000 loan in 1978
from Union National Bank of
Little Rock; and a $30,000 loan .
taken out by Hillary Rodham
Clinton to build a model home
on a lot on the Whitewater
property from the Bank of
Kingston, the predecessor of
Madison Bank & Trust.

o The Clintons made $2,150
on the sale of a five-acre plot
of land they purchased in 1977
and sold in 1978,

10
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Two former Clinton appointees
say they did not aid McDougal

BY JOE STUMPE
Democrat-Gazette Staf! Wrirer

Two men whom then-Gov.
Bill Clinton appointed to the
state Savings and Loan Associ-
ation Board on the recommen-
dation of James McDougal say
they don't see how McDougal
could have benefited from their
appointments.

“I attended a few meetings
and there was nothing ever
done at them,” Jerry Kendall of
Camden said, adding that he
eventually stopped going to the
meetings.

The other man, John Latham,

eed and said he doesn’t con-
sider it odd that Clinton would
accept the recommendation of
McDougal, who was the owner
of Madison Guaranty Savings &
Loan Associatiom and a partner
with Clinton and his wife,
Hillary Rodham Clinton, in
Whitewater Development Corp.

- “I've never been a governor,
but I would imagine 21l his a
pointments came from people
he knew,” said Latham, a former
Madison chairman.

MeDougal’s 1985 memo to
Clinton recommending that
year's a;polntmant of Kendall
and Latham was among docu-
ments that Rep. Jim Leach, R-
Towa, released in Washington
on Thursday as part of his in-
vestigation into Madison and
Whitewater, a 230-acre real es-
tate development along the
White River in Marion County.

- Kendall said he knew Mec-
Dougal from having bought a lot
';p McDougal's Maple Creek

arms residential development
in Saline County. But Kendall
said he never talked to MeDou-
gal about the Savings and Loan
Association Board and believes
McDougal might havelﬂut
Kendall's name forward after
talking with Bill Henley, a for-
mer state senator from Camden.

MeDougal was married to
Henley's sister, Susan, and Hen-
ley worked on some of the Me-
Dougals’ land ventures.

“At one time, it (the board)
was real big because most of the
S&Ls were state-chartered and
had a lot of business to do,”
Kendal! said.

But Kendall said there were
only about five state-chartered
savings and loans at the time he
served. ) )

Asked if Madison Guaranty's
subsaquent failure, at a cost to
taxpayers of $47 million sug-

gests that the board should have

aid more attention to |t,
endall said: “I don't know
enough about it to say whether
the state should have or not."
Charles Handley, the state’s
assistant securities commis-
sioner, agreed with Kendall's

characterization of the board’s
lack of activity. He said the’

.board’s chief responsibility is

to hear appeals of decisions by
the state securities commis-
sioner regarding state-chartered
savings and loans, and there
have been few of those. Cur-
rently, there are three such in-
stitutions, most savings and
loans being federally chartered.
Clinton appointed both men
on Feb. 22, 1985. Latham re-
signed the next year and
Kendall's term expired in 1990,
Latham pleaded guilty in 1990
to making a false entry on Madi-
son Guaranty’s books and was
sentenced to six months in a
fway house. -

Tax documents shine
new light on venture

Damocre-Garese Washingion Buresy

WASHINGTON = Tax re-
turns released Fr!dngr by Presi-
dent Clinton and first lady
Hillary Rodham Clinton raised
new questions about Great
Southern Land Co., a James Me-
Dougal-owned real estate ven-
ture with ties to Whitewater De-
velopment Corp.

The 1978 income tax return
for the Clintons showed a
$10,131 interest expense deduc-
tion for a payment to Great
Southern. The Arkansas Demoe-
rat-Gazette reported Monday
that the company, owned by
McDougal, was the eventual
owner of Lorance Heights, a
south Pulaski County real estate
development.

Lorance Heights originally
was purchased by Whitewater

Development in 1988,

Shortly after that sale, the
land was transferred by White-
water to Great Southern. The

company since has been sued
by Lorance Heights landowners,
who allege it has failed to pro-
vide guaranteed roads, city wa-
ter service, natural gas service
and other amenities. K
About 35 lots were sold inthe
development. The rest of the
land has returned to its original
owner, International Paper Co.,

" in a loan foreclosure action. *

The interest expense deduc-

- tlon stems from the first year's

ayment made by the Clintons
or the Whitewater investment,
a source familiar with the cou-
ple’s tax payments said Friday.
The source was provided ta re-
porters by the White House on
the condition of anonymity.
“All the Clintons know about
that is that it was a McDougal
entity,” the source said of Great
Southern. “He asked them to
w the first interest payment

b6



Disclosure .

of returns
_nothing new

Clintons responded
o request in 1990
2d BY JOE STUMPE

E '}J Democrat-Cazette Stalt Writwr

v President Clinton's release of
income tax records Friday

swasn't the first time he had .

-found it politically prudent to
imake tax returns public.

U~ In 1990, Sheffield Nelson,
_Clinton's Republican guberna-
‘torial opponent, said during a
.debate that Clinton should fu
disclose his tax records for the
“previous decade.

“~ During that year’'s GOP gu-

bernatorial primary, Nelson's
_gppqnem-— then-Rep. Tomm
obinson, R-Ark. — had force
Nelson into the release of a
decade’s worth of tax returns.
;& Three days after Nelson's de-
‘Bate challenge, Clinton released
Ris tax returns for the previous

10 %aa.rs.
< On Friday, the president re-
sed tax returns for 1977, 1978
.and 1979 as part of an attempt to
Qispel questions about his in-
stment in Whitewater Davel-
:spment Corp. The president and
irst lady Hillary Rodham Clin-
n were partners with James
‘md Susan McDougal from 1978-
in Whitewater, a 230-acre real
tate development along the
te River in Marion County.
In 1990, Whitewater was bare-
ablip in the coverage of Clin-
n’'s tax returns by the two
Watewide daily newspapers,

¥ The Arkcansas Democrat noted
mply that it was one of two
ontingent liabilities" ¢claimed
the Clintons. S
The Arkansas Gazette listed it
2fmong the Clinton's assets, val-
red at $1.000. - -
, Nelson told the Democrat he
Fad been advised to “look care-
Ily” at the Clintons’ invest-
ents, but he rarely made those
vestments an issue during the

paign. : 1
Much of the media coverage
cused on the fact that Hillary -
linton, a partner in Little

3Bock’s Rose Law Firm, was the
mily's breadwinner. During -
e 1880s, Bill Clinton was the
west-paid governor in the na-
on with a $35,000 annual salary. .
. In 1990, the Clintons said their " *
et worth of $418,692 reflected’
eir fiscal conservatism. Hil.ll.l'!‘. ;
ra

linton ackmowledged several -

all investments. - ;
Nelscn, a former Arkla Inc.
hairman then worth $8.3 mil- .
dion, said Bill Clinton had de-
Rided to “stay at the public
ugh his entire lifetime."”
& Hillary Clinton also made a |
rmm say she had avoided con-
Alicts of interest regarding state
sbusiness handled by the Rose

Airm. L
« “I have always been as careful .

%s I knew how not to take one
“benny that could be construed

'_3: state business,” she said at -

4he time.

=~ The first lady has come under
Republican eriticism in recent
smonths for accepting a $2,000- .

per-month retainer from Madi-

wg0on Guaranty Savings & Loan As-
+3ociation, the institution owned
*by McDougal that failed in 1989

rat a cost to taxpayers of at least |

$47 million, Hillary Clinton
ade contacts with state regu-
:lators on behalf of Madison,

uently reported on since was

;i One of the tax matters first
Euhhcizad in 1990 that has been

ill Clinton’s practice of claim-#
4ing deductions for underwear

onated to the Salvation Army
gnd other charitable organiza-

|

"

ons. L
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Disclosure
of returns
nothing new

Clintons responded

ito request in 1990

. BY JOE STUMPE
Cemocrat-Gazette Stalt Witur
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..-Jv President Clinton’s release of
income tax records Friday

.owasn't the first time he had |

~found it politically prudent to
imake tax returns public.

.= 10 1980, Sheffield Nelson,
.Clinton's Republican guberna-

"torial opponent, said during a
.debate that Clinton should
_disclose his tax records for the

“previous decade.

e During that year's GOP gu-
bernatorial primary, Nelson’s
ﬁpgonem — then-Rep. Tom

obinson, R-Ark. — had fo
Nelson into the release of a
ecade’s worth of tax returns.
§ Three days after Nelson's de-
te challenge, Clinton released
s tax returns for the previous

years.
' On Friday, the president re-
tax returns for 1977, 1978
JAnd 1979 as part of an attempt to
Qispel questions about his in-
tment in Whitewater Devel-
‘spment Corp. The president and
Airst lady Hillary Rodham Clin-
En were partners with James
‘tnd Susan McDougal from 1978
in Whitewater, a 230-acre real
tate development along the
te River in Marion County.
In 1990. Whitewater was bare-
a blip in the covarage of Clin-
n's tax returns by the two
tewide daily newspapers.

¥ The Arkansas Democrat noted
$imply that it was one of two

- onﬁna::t liabilities"” elaimed
by the Clintons.

. The Arkansas Gazette listed it
gimong the Clinton's assets, val-
med at $1,000. - .

Nelson told the Democrat he
siad been advised to “look care-
Zully” at the Clintons’ invest-
pments, but he rarely made those
govestments an issue during the

Jocused on the fact that Hillary
ulinton, a partner in Little

Bock’s Rose Law Firm, was the
Family's breadwinner. During -
the 1980s, Bill Clinton was the
gowest-paid governor in the na-

ided to “stay at the public
his entire lifetime.”
Hillary Clinton also made a
int to say she had avoided con-
slicts of interest regarding state '
“business handled by the Rose |

« “Ihave always been as careful
s I knew how not to take one
penny that could be construed
@s state business.” she said at -
. ?rhuuﬁm has de
" e come under
.hepubllemhcguchm in recent
“emonths for accepting a $2,000-
el g’y sy g
“son
ssociaticn, the institution owned
by MeDougal that failed in 1989
‘rat a cost to taxpayers of at least |
447 million, Hillary Clinton |
\made contacts with state regu- |
“lators on behalf of Madison.
ji One of the tax matters first
ublicized in 1980 that has been -
uently reported on since was *
ill Clinton's practice of claim- "+
deductions for underwear
Monated to the Salvation
and other charitable organiza-
ons. s

—



Clintons’ tax returns
clarify some issues

3. = E(r "_‘1.__._--.— e .
But they don't answer all Whitewater questions

l 1
By Richard Whittle - . g
Washington Bureau of The Dallas Morniog News : ax eamings, expenditures. ]

WASHINGTON — President Clin-. —- - - —_
ton released tex returns and other:, The returns for the years 197779
data Friday showing that almost all _ supported the Clintons’ descrip-

that because the interest deduc.
tions reduced the Clintoms' taxes,
.their overall losses actually were
,less than the $45,635 the president
'now figures the real estate deal cost

of the amount that he and his wife~itions of their role In the White-—tem.

consider their loss in the White-. water investment and clarified
water venture was tax-deductible .some figures. But they falled to re-
interest cn loans. -, --Solve critics' questions about the.
Mr. Clinton’s personal attorney,..relationship between Whitewater
David Kendall, told reporters at a: jand a savings and loan owned by
White House briefing that the presl-_ James McDougsal, ane of the Clin-
dent and first lady Hillary Rodbam ~tons’ partners in the real estate ven-’
Clinton were reieasing the docu-. ture.
ments in "a spirit of full coopera-. , At the briefing, & source familiar

. But the source — who spoke na-
.der ground rules set by the White
;House — said changes In tax rates
and In the Clintons’ income had
‘made it lmpoasible to calculate how
the investment affected thelr net
worth.

~ "That'sa loss,” the somrce
sald of the $45,635 figure. “They did,
Plesse sea INVESTMF™T on Page 16A.

tion and openness.”
o - n__Nn

“»
Continued from Page 1A.

however, deduct interest, so they
got some tax benefit 2

The Clintons' deductions would
have been limited to & maximum of
$3,000 per year if they had Invested
cash in the venture and Deen un-
able to recover it.

But the source familiar with the
returns confirmed that — as Mr.
McDougal has said in several televi-
sion interviews — the Clintons paid
no cash for their 50 percent share
in the partnership when they
launched the Whitewater venture
In 1978.

The Clintons and Mr. McDougal
and thep-wife Susan co-signed
§703,000 in loans from two banks 1o
purchase 213 acres of land for vaca-
tion and Tetirement homes along
Arkansas' White River. Whitewater
Development Corp. was formally es-
tablished a year later.

Along with the tax returns, the
White House released a summary of
the “Clintons' Whitewater Pay-
ments"” from 1978-90, which showed
that of the $46,635 they spent on the
venture, $41,385 was interest on
loans. ;

The additional $5.250 included a
1990 accountant's bill for $2,839, sn-
other $1,911 in real estate and [ran-
ck taxes paid in 198890, and »
“capital contribution” of $500 paid
in 1979, The summary said the Clin-
tons' deducted only $1,275 of those
amounts from their taxes.

- .with the tax returns acknowledged-

[ from Mr.

Ditferent figures

Mr. Clinton's aides have said
since 1992 that the Clintons lost
$68,900 in Whitewater Development
Corp. But the president said Thurs-
day at a news conference he had
discovered that a $20.744 loan In-

cluded in that sum was actually ||

used to buy his mother land for a
cabin.

The $68,900 figure was based on a
report commissioned by the Clinton
campaign in 1992 and compiled by
Denver lawyer James Lyons.

In & letter to Mr. Kendall re-
leased with the tax returns, Mr. Ly-
ons seid his report counted the
$20,744 loan and §1,500 in interest as’
Whitewater expenses In part based
on “interviews and statements by
the Clintons concerning the nature
and purpose of this 10-year-old
check.”

The size of the Clintons’ White-
water losses has boen a key fssue
because of suspicions that money
's Madison Guar-
anty Saviogs Loan might have
been used 1o help the Clintons fi-
nancially or politically. Special
cotinsel Robert B. Pisks Jr. ls inves-
tigating those questions, among oth. |
ers.

The president said at his news
conferencs that he had “absolutely
00 knowledge™ of any money from |
Madison baing used to bemeflt ef- |
ther Whitewstar or his Arkansas|

gubernatorial campaign tressury,

Federal Inquiry

Rep. James Lsach, Rlows, ob
Thursday relessed a memo written
by an investigator for the Resolu-
tion Trust Corp. the lederal S&L
clesnup sgency, which related her
“opinion and belief that White-
water did, in fact, cause & loss to
Madison because of tha amount of
unauthorized loans McDougs] made
. 10 entitles i which he was a
primary party and beneficlary.”




THE REGISTER’S EDITORIALS
A pivotal week for Whitewater

Some answers, but also
sotne more questions.

Leach’
actions of federal banking o don'
appear to offer proof of

mummmmwmmm

13

cans, who don't have $2,000 to invest for
their parents let alone $20,000, no doubt
wonder how somebody could not recall the
details of sucha transaction,

That, on top of the unanswered
tions the flles taken from

Investiga- '
tors entered the office, and on top of ques-
tions regarding lax nsulmﬁofun..'

“] think one of the -
learned about is that it's very to
try to decide what the legitimate

mnwotﬂnrddnhwhu
real-estate bﬂh and to do it,” Clinton said.
t. Doit. o

Restoring Mexico's confidence
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%
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The investigator, L. Jean Lawls,
2]so wrote that she had told one of
her superiors {rom Washington
that such loans “ultimstely benefit-
ed his {Mr. McDougal's) business
partners — the same business part-
ners that knew they had real estate-
ventures that were not cash flow.
ing. but that also knew their mort-

The records show, and the
source confirmed, that the infor-
mality began immediately

For example, there was never a
written partoership agreement, the
Source said,

And, the source said, the Clin
tons' first $10,130.58 interest pay-

» | ment on the loans they cosigned
§ 'm.::m m‘w {n. | with the McDougals was paid not to
vestigation because it failed {n 1989 | the banks from which the funds
st & cost 1o taxpayers of $47 million. Were borrowed, but to another

The source familisr with the McDougal venture, the Great South-
Clintons' finances declined to com- ¢rn Land Co.
ment on Mr. Leach's evidence. But The source said he could not ex-
be sald Whitewater Davelopment's plain why Mr. McDougal “asked
loans and interest on them wefs them to make the first interest pay-
covered in part by payments re ment” to Grest Southern Land. He
ceived from the few customars who #added that there was no documenta-
bought lots in the developmant. tion to prove that the payment was

“The Clintons received nothing in fact used to pay interest on the
directly from Madison Guarapty .. Whitewater loans.
e S :; Nevertheless, the source said he
bave banefited from Msdison Quar- CODSidered the Clintons’ tax deduc-
anty.” tl:: m:.lp?r M::Th‘;lmh Ionkl;lnll.tl

sddi source the &bout of t year's inter-
Cli::nnl m::' n':. day»d-;.::ia in ¢5t" on the $203,000 borrowed to

start Whitewater. And, the source
said, the Clintons “pald It as inter.
est” whether it was used that way or
not.

Mr. Clinton had released his tax
returns since 1980 during his cam-
paign for president. But until Fri-
day, he had declined to relesse the
1977-79 returns, which showed that

the Clintons made more thean

$72,000 in 1979 — almost double
their income the year before — by
trading in commodities furures.

White House Press Dee
Dee Myers sald the retirns had
been withheld because “we had re-
leased their tax forms going back
more than a decade and | think that
was already an extraordinary
amount of disclosure.”

The releass of ths returns came
a week after The New York Times
revealed that Mrs. Clinton made the

risky commodity futures trades that.

resulted ip that substantial gain
with help (rom a friend who was a
lawyer for Tyson Foods, a political-
ly powerful Arkansas company.

operating Whitewater Develop-
ment, leaving that to Mr. and Mrs.

McDougal.

And Mr. Kendall's review of the
records, the source said, showed
that Whitewster was run in hip-
pocket manner.

“The degree of Informality bere
was grest,” the source sald. “This
was a company that never had an
office or employee.”
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A pivotal week for Whitewater

Some answers, but also
some more questions.

cans, who don't have $2,000 to invest for
their parents let alone $20,000, no doubt
wonder how ]

Restoring Mexico's confidence

It's in United States' interest

to help our neighbor.
o

tsas there was a light on here, . veloped countries. To that re-
IwmmAMﬁmmm quires massive investment sbroad, -

Now it's as if the lights have all gone and {nvestors don't put much money into *
entes re anxiety gripping unease, the sense “lights
Mexico after the of presiden- pave out,” was InNew .|
tial candidate Luis Colosio, who was al- York the stock and bond both took
most certain to win the Aug. 21 lection.  yiep dives, The Mexican securities and
There is no evidence that the young kill- 1,ney markets were ciosed by & govern- - |
er, & self-prociaimed pacifist, had any po- ment fearing & costly selloff and a devas- -
litical connections, and there is nothing to tating decline in the peso. SR
link the assasaination with the peasant and The U.8. government moved quickly to
Indian rebellion in Chiapas state earlier help President Salinas by offering a $6 hil-
this or with the powerful hmhduﬁnmhmug
the tumultuous times of revolution early in in the U8, intarest to help our
the century whea three presidents were MMWMhm
mmfmm“mff ’n”"d' “,mm.un? m"'“d" mwmwmﬁf
(PRI) were expactad to continse onder Go. s CoL /S W P 0 e
mm‘.‘.w(‘mmm dent Salinas and his advisers tofind s cred- ~
candidates) by the incumbent mu-m:wmum ;
and was expected ur Sali- confidence at home
nas' successful economic reforms that Salinas is hobbied by s constitutional re-
were crowned by ratification of the North  Striction that prevents now in the -
American Free government from theelec- -
The 80 s00n after tion is Jesa than six x away. He will
the Chiapas rebellion, thecon- need to get the constitution amended or
fidence of those who that Mexico wmmmm
was at last moving up into the ranks of de- create more




Jim Leach locks horns ... ..
with President Clinton

The lowan's remarks on the
House floor later became
questions at the White
House news conference.

By JANE NORMAN
Or THE RECIETER'S WASHINGTON BUREAL

Washington, D.C. — Though the
hearing he planned on the
Whitewater affair wes canceled by
Democrats, Rep. Jim Leach still pro-
duced the “blockbuster” he had

promised. ;

In an extraordinary display of an
lowa congressman in direct conflict
with the president, Leach read a 20-
page statement on the floor of the
H ith hesdli Ki

with charges
that officials of the Washington of-
fice of the Resolution Trust Corp.
tried o muzzle Whitewater investi-
gators in Kansas City, Mo.

In his televised remarks Thurs-
day, Leach roamed from Arkansas in
the late 19708 to Washington, D.C,,
in 1004, touchm! n‘:nnd:lwhh of
improper use 0 , his protest
against Democrats’ refusal to hoid
hearings and his praise for the cour-
age of RTC investigators who
bucked their W. superiors,

“In a nutshell, Whitewater is
about the arrogance of power — Ma-
chiavellisn machinations of single-
plrlarpo‘wer."l.nchuid.

Clinton Responds

A few hours later, reporters ques-
tioned President Clinton about
Leach's while Americans
watched on television, 'Mr. Presi-
dent, Congressman Leach made
some very dramatic chy  today,”
said one. "He said that :
is really about the arrogance of
power. And he didn’t just mean back
in Arkansas."”

Clinton denied any cover-up and
any obstruction of justice. “And it's
my understanding . . . that Mr. Leach
was rather careful in the words that
he used and apparently he didn't
even that any political ap-
pointee of our administration had
any knowledge of this,” the presi-

dent said.
Asked later if he would take any

ing responsibility for his own depart-
ment, said he wasn't. “You can't
have it both ways," he said. “
we can talk to them or we can't. And,
you know, [ just think this is a mat-
ter of public record now, and Mr.
Leach will certainly see to it thatit is
looked into. He's already said that's

§

Clinton didn't wateh Leach's
remarks, but Leach watched the
president’s. Speaking on CBS Friday
morning, Leach said, “I mm.
president did an absolutely
Job in terms of his presentation. He
may well be the most charming pres-
idant in Amarican history."

But Leach also said ‘“‘there's a
whole lot sbout Whitewater that
it imown.”

Leach — who notified White
House counsel Lioyd Cutler Thurs-

day that he planned to deliver a
statement on Whitewater — contrib-
uted somewhat to the body of
Whitewater knowledge with his re-
loase of a thick packet of documents
to bolster the claims made in his

spesch

They included computer messages
between investigators in the Kansas
City RTC office that detail their
to find out what had hap-
to a criminal referral they had
made to the Justice Department on

A
is the agen-
responsible for disposal of failed
5 Thetxmucnvoﬂbem

charge of an investigation
Madison Guaranty Savings and Loan
Little Rock snd its ties to the
Whitewater real estate venture, A
memo from one in , Jean
Lewls, said & senior attorney
told her that RTC superiors would be

£

2

-4 er about™ a conclusion that

tewater did not cayse & loss to

. Madison,




Expert F‘lood victims can’t be forced to move :

ol RLusTn BTArY Wamen

mu—mm
fl'mlhe Flood of 1993, the nation
does not have the political will o
order people W move out of flood-

Rutherford l"tubt prul'mwr of
geology and geography at the Uni-
versity of Massachasetls, said the

government can't be expected to .

foree people to move. But he pre-
dicted new paodicies to give resi-
dents a choice, with goverument in-
centives to go Lo safer areas.

gram, to be paid for by the Pederal
Emergency Management Agency
and 3 federal grant In the city, is
among the first in the astion to ac-
wally buy flood-ravaged property.
Deais have been closed with more
than 60 property owners in the Des
Moines urea. At least 50 uther sales
Are nearing complelion, she said.

Mw&hrnm-
mmmmmm
threat to private property, with

calls by some groups for more gov- —

ernment aid te protect structures
that remain in flood aress. .
He laughed when told of a pro-
pnsl.l by the Upper Mississippi
Flood Control Association to spend

$1.8 billion in federal momey to add  °
eight feet to the hesght of 2,000 :

he said. If private property is to -

Mlmmmwud
vidual owners should be assessed
for the costs, Platt sayd.

“1 think it really boils down to
who pays,” he said.

“it’s really easy Lo propose some-
thing if you only have to pay a tiny

Missis-
sippi lhwrl‘bnd in 1927, after
Mlhftckﬂlmm

eﬂtmlnmlvul'l‘lu;-!‘d-,
lowed a period of “e

mmmmmm@
a new era that combines flaod
mmmﬂmq
environmental measures,

Bq.l"h:l.quﬂ
federal aid to victims of nagural
sasters, such 88 Moods, winfle vie-
tims o(u'irlen\ddrughh
ceive less maney.

“liow generous do we need to be.
to natural disaster victime versas
the social disaster victims” he
asked.
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Leach lauds charm
of president under

g by

media

But says Clinton fails to tell whole story

By J. Jennings Moss
THE WASHINGTON TIMES

President Clinton's chief con-
gressional critic on Whitewater-
Madison — Rep. Jim Leach — says
the president’s give-and-take
Thursday night with reporters
was a “fabulous” presentation.

But the lowa Republican — who
blistered Mr. Clinton, the White

House and Democrats over White-
water-Madison on the House floor
earlier Thursday — also was left
unsatisfied with the Clinton re-
sponse.

“He may well be the most
charming president in American
history,” Mr. Leach said on “CBS
This Morning™ while making the
rounds on network morning
shows.

“In terms of the issues, however,
he is maintaining that the [Madi-
son] savings and loan and White-
water are unconnected, despite
the fact that we have produced
overwhelming evidence that
Whitewater was used in partial
measure to fleece the S&L of re-
sources,” said Mr. Leach, the rank-
ing GOP member of the House
Banking Commitiee, who 15 con-
ducting his own Whitewater-
Madison investigation

Mr. Leach told ABC-TV's *Good
Morning America” he did not be-
lieve the president was telling the
whole story.

“I think when the special coun-
sel is through with his report,
there may be a more forthcoming
response from the White House,
but at this point in time, the presi-
dent is responding with his won-
derfully open and charming per-
sonality, but a little less with the
facts of the circumstance,” he said.

Mr. Clinton told reporters and
the nation he did nothing wrong
when he made an investment in
Whitewater Development Corp.,
an Arkansas real estate partner-
ship of the Clintons, James B.
McDougal, owner of the failed
Madison Guaranty Savings and
Loan Association, and his then-
wife, Susan.

Special counsel Robert B. Fiske
Jr. is probing the ties between
Whitewater and Madison, which
include accusations that Mr.
McDougal routed Madison funds
to Mr. Clinton's 1984 gubernatorial
campaigm. Madisormrwas seized-by
federal regulators in 1989 at a cost
to taxpayers of $50 million.

Hours before Mr. Clinton
walked into the White House’s East
Room and fielded 21 questions —
all but three about Whitewater-
Madison — Mr. Leach stood on the
House floor and summarized his

Rep. Jim Leach

investigation.

Mr. Leach said that money from
Madison went to pay for part of
Whitewater. He also released a
memo from a federal regulator in
Kansas City, Mo., who charged
that officials in Washington were
trying to squelch that information. .

The reaction from Mr. Leach's
congressional colleagues to his,
speech on the floor was minimal
Some Republicans said he raised a'
number of thought-provoking is-
sues while Democrats were larger
ly silent.

Democratic officials said Mn
Leach’s caim and qualified presen:
tation of his information dimin-
ished the need for an immediate
response from Democratic law.
makers. And Whitewater-Madisorl
is expected to be fleshed out in
congressional hearings, which
could begin in early May.

At that time, Mr. Leach himself
will be judged, one Derrlax:rauc
Ieudersh:p aide said.

“That's where his credabil.m'
will be either upheld or dimin-
ished, depending on what we find
out of how much he said was true,‘:
the official said.

“I'm confident Mr. Leach M.llbq
able to look himself in the mirror
one month from now and 10 years
from now and know that his repu:
tation for veracity will not be i |.m*
peached by future disclosures’
said Tony Blarkley; spotemm*
House Minority Whip Newt Ging-
rich, Georgia Republican.

One lawmaker who stayed mlent
Thursday about Mr. Leach's
charges — House Banking Chair-
man Henry B. Gonzalez — likely
will state his opinion at a Washing-
ton news conference Monday.

Fl



Cl'n on ax papers lack
support for deductions

By Jerry Seper
THE WASHINGTON TIMES

p\

The White House yesterday re-
leased tax records showing that
President and Mrs. Clinton
claimed interest deductions of
546,635 for Whitewater Develop-
ment Corp., but it offered mo evi-
dence, such as canceled checks,
credit statements or debit slips, to
support the claims.

The figures are included in 64
pages of tax records and other
documents released by the Clin-
tons' attorney, David Kendall. in-
cluding previously undisclosed re-
turns for 1977 through 1979 — the
last two of which show $22,120 in
purported Whitewater interest de-
ductions.

The Clintons — who had said
during the 1992 presidential cam-
paign that the interest deductions
amounted to $68,900 — used the
tax returns as a basis for revising
that figure downward to $46,635.
They say the figure represents
their losses in Whitewater, since
they paid the interest but never
received any income from the in-
vestment.

In another development, John
Podesta, the White House staff
secretary, became the 12th cur-
rent or former Clinton administra-
tion official to be subpoenaed by a
federal grand jury in Washington
investigating briefings federal
regulators provided for White
House officials to discuss the in-
vestigation of the Whitewater-
Madison affair.

“In a spirit of full cooperation
and openness, the Clintons have
now made public their tax returns
for the past 16 years, since Mr

!It““_m!!_l_fﬁ SATURDAY. MARCH 26, 1994

Thye Washi

I\

The Resolution Trust Corp.
vesterday disputed President
Clinton’s claim that RTC investi-
gators concerned with a possi-
ble Whitewater-Madison cover-
up by the White House were all
"Republican appointees.”

Nearly all RTC employees are
nonpolitical, career government
workers, said spokesman Steve
Katsanos, adding that there are
no Republican appointees at the
independent agency charged
with the savings and loan
cleanup.

But three times during a na-
tionally televised news confer-
ence Thursday night, the pres-
ident dismissed charges of
administration pressure to play
down a criminal referral that
mentioned him and his wife by
insisting that the RTC accusers

THE WASHINGTON TIMES

| By Michael Heages
[
|

RTC free of GOP appointees

were appointed in the Bush |
rs. |

“With all due respect to the |
president, we are career govern-
ment employees. There 1s only
one political appointee here, and
he is a Democrat,” Mr. Katsanos
said,

That appointee is interim
RTC Director Roger C. Altman,
who is embroiled in the contro-
versy over RTC contacts with
the White House on the progress
of the agency's probe of an Ar-
kansas S&L.

Mr. Altman, also deputy Trea-
sury secretary, has admitted to
attending a series of meetings
with former White House Coun-
sel Bernard W. Nussbaum; Mar-
garet A. Williams, Mrs. Clinton’s
chief of staff; and others.

Mr. Altman and agency at-
torney April Breslaw have ties to

see RTC, page Al3

Clinton's first year in public of-
fice.” Mr. Kendall told reporters at
a White House briefing about the
tax returns.

White House officials said the
checks had been turned over to
Whitewater-Madison special coun-
sel Robert B. Fiske Jr. and would
not be made public. They said
other documentation is missing.

The White House assertion that
the Clintons never received any in-
come from the 1l4-year White-
water venture was sharply chal-

lenged by Rep. Jim Leach, lowa
Republican and ranking GOP
member of the House Banking
Committee, who is conducting an
independent investigation of the
matter.

Ina statement yesterday, he said
a review of available documents
ahd information showed the Clin-
tons made at least $152,000 from
Whitewater and Madison Guar-
anty Savings and Loan Associ-

see PAPERS, page A9
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From page Al

ation, owned at the time by their
Whitewater partner James B.
McDougal. .

Mr. Leach said the “income"
came from legal fees, lot sales, tax
deductions, capital gains, “infu-
sions of capital” from Madison
and loan payments on personal
debts.

“What Kendall's selective re-
lease of documents cries out for is
full release of all Whitewater rec-
ords," he said.

The 1978 and 1979 returns.
which the Clintons had previously
declined to release, also show that
the couple — while he was gov-
ernor and she was a partner at Lit-
tle Rock’s Rose Law Firm — made
$11R8,148 in commodities trading
profits and consulting fees during
the two-year period.

The returns document that Mrs.
Clinton was active as a com-
modities trader and apparently
was quite successful.

The New York Times reported
last week that Mrs. Clinton made a
$100,000 profit in highly volatile
cattle futures in trading that was
guided by James Blair, attorney
for Tyson Foods Inc. of Spring-
dale, Ark., the nation's largest
chicken-processing company and
the state's largest employer. Its
owner, Don Tyson, is a longtime
Clinton political ally.

The trading began three weeks
before Mr. Clinton won his first
term as Arkansas governor and
ended about a year later, the news-
paper said.

The tax returns released yester-
day show that:

e In 1977 the Clintons reported
an adjusted gross income of
$41,731, with a tax liability of
$8,194 — about 20 percent. White-
water, a $203,000 real estate ven-
ture in the Arkansas Ozarks with
Mr. McDougal and his then-wife,
Susan, had not ver been formed.

The Clintons «nd the McDou-
gals purchased the 230-acre
Whitewater site in 1978 with a
$20,000 unsecured loan from
Union National Bank of Little
Rock and a $183,000 loan from
Citizens Bank & Trust of Flippin,
Ark., using the land as collateral.

®In 1978, the couple showed an
adjusted gross income of $85,214
and paid $22,627 in taxes — about
27 percent. The Clintons claimed
$10,130 in interest payments on
the loans from Citizens Bank and
Trust and Union National Bank.
The money went, however, to Great
Southern Land Co., a development
company wholly owned by the
McDougals.

e In 1979, the Clintons reported
an adjusted gross income of
$158.495, with a tax liability of

WHITEWATER PAYMENTS

The Clintons made the following payments associated with their

Whitewater investment:

Year Type of payment Amount
1978 Interest $10,130.58
1979 Interest *11,752.52
1979 Interest 237.50
1979 Capital contribution **500.00
1980 Interest 4,350.00
1880 Interest 9,000.00
1981 Interest 243.82
1986 Interest 1,635.51
1987 Interest 2,561.33
1988 Interest 1,473.60
1988 Real estate tax 1,275.15
1989 Real estate tax **291.35
1990 Franchise tax **345.15
1990 Accountant’s bill **2.839.24
Total 46,835.75

* Amount deducted was $11,749

** Not deducted on tax returns

returns yesterday.

CLINTON TAX RETURNS

President Clinton released his 1977, '78 and '79 federal income tax

$59,388 — about 37 percent. The
couple claimed interest deduc-
tions of $11,990, the money going
this time to Citizens Bank & Trust
on the Whitewater loans. They are
shown on the return, however, only
as “banks and loan companies."

A source close to the Clintons
said yesterday the payment to
Great Southern was requested by
Mr. McDougal as a way to pay the
Whitewater loan, but that the Clin-
tons had no idea what the company
did or why the payment should go
through it.

He did not say whether the Clin-
tons, both lawyers, had ever asked
about the arrangement, indicating
that the Whitewater deal was
“very informal."

Great Southern was an Arkan-
sas land development company di-
rectly involved with Whitewater in
at least one other land deal. Rec-
ords show it assumed the title for
810 acres purchased directly in
1986 by Whitewater. The develop-
ment was known as Lorance
Heights, about 12 miles southeast
of Little Rock. Great Southern
later was involved in sales of the
plots in the development, which
eventually was foreclosed at a loss
of $510,000.

White House officials have said
the Clintons were unaware of the
Lorance Heights deal.

Mr. Clinton, at a news confer-

1977 1978 1979
Adjusted gross income $41,731 $85.214  $158,495
Deductions claimed 5,893 18,103 20,033
Total tax 8,194 22,627 59,388
The Washangion Times.

ence Thursday in which he an-
swered 18 questions on the
Whitewater-Madison affair, prom-
ised to release the tax records as
the White House sought to dissi-
pate coverage of the matter.

The interest total of $46,635, de-
tailed in the tax returns, is sub-
stantially less than the $68,900 fig-
ure released during the 1992
campaign. Mr. Clinton explained
the difference by saying he had
misapplied a $20,744 loan — to
help his mother purchase a cabin
— to the Whitewater account.

Mr. Clinton said during the news
conference that he did not remem-
ber specifics of the loan until he
recently read the galley proofs of
the autobiography by his mother,
Virginia Kelley.

Before flying to Pope Air Force
Base, N.C., yesterday to meet with
the survivors of an Air Force
crash, he attributed the mistake to
“the heat of the 92 campaign.”

“Keep in mind, when I was first
asked about this back in 92, just
off the top of my head, I said we
lost money but I don't think it was
a great deal. . .. I think I'm quoted
in '92, as saying I thought we lost
about $25,000, from memory," he
said. “So apparently we lost quite
a lot more than that.”

® Paul Bedard contributed to this
report.
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Clin on ax papers lack
support for deductions

By Jerry Seper

THE WASHINGTON TIMES f\\

The White House yesterday re-
leased tax records showing that
President and Mrs. Clinton
claimed interest deductions of
$46,635 for Whitewater Develop-
ment Corp., but it offered no evi-
dence, such as canceled checks,
credit statements or debit slips, to
support the claims.

The figures are included in 64
pages of tax records and other
documents released by the Clin-
tons' attorney, David Kendall, in-
cluding previously undisclosed re-
turns for 1977 through 1979 — the
last two of which show $22,120 in
purported Whitewater interest de-
ductions.

The Clintons — who had said
during the 1992 presidential cam-
paign that the interest deductions
amounted to $68,900 — used the
tax returns as a basis for revising
that figure downward to $46,635
They say the figure represents
their losses in Whitewater, since
they paid the interest but never
received any income from the in-
vestment.

In another development, John
Podesta, the White House staff
secretary, became the 12th cur-
rent or former Clinton administra-
tion official to be subpoenaed by a
federal grand jury in Washington
investigating briefings federal
regulators provided for White
House officials to discuss the in-
vestigation of the Whitewater-
Madison affair.

“In a spirit of full cooperation
and openness, the Clintons have
now made public their tax returns
for the past 16 years, since Mr
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RTC free of GOP appointees

By Michael Hedges N

THE WASHINGTON TIMES

The Resolution Trust Corp.
vesterday disputed President
Clinton's claim that RTC investi-
gators concerned with a possi-
ble Whitewater-Madison cover-
up by the White House were all
“Republican appointees.”

Nearly all RTC employees are
nonpolitical, career government
workers, said spokesman Steve
Katsanos, adding that there are
no Republican appointees at the
independent agency charged
with the savings and loan
cleanup.

But three times during a na-
tionally televised news confer-
ence Thursday night, the pres-
ident dismissed charges of
administration pressure to play
down a criminal referral that
mentioned him and his wife by
insisting that the RTC accusers

were appointed in the Bush
years.

“With all due respect to the
president, we are career govern-
ment employees. There is only
one political appointee here, and
he is a Democrat,” Mr. Katsanos
said.

That appointee is interim
RTC Director Roger C. Altman,
who is embroiled in the contro-
versy over RTC contacts with
the White House on the progress
of the agency's probe of an Ar-
kansas S&L.

Mr. Altman, also deputy Trea-
sury secretary, has admitted to
attending a series of meetings
with former White House Coun-
sel Bernard W, Nussbaum; Mar-
garet A. Williams, Mrs. Clinton's
chief of staff, and others.

Mr. Altman and agency at-
torney April Breslaw haveties to

see RTC, page Al3

Clinton's first year in public of-
fice," Mr. Kendall told reporters at
a White House briefing about the
tax returns.

White House officials said the
checks had been turned over to
Whitewater-Madison special coun-
sel Robert B. Fiske Jr. and would
not be made public. They said
other documentation is missing.

‘The White House assertion that
the Clintons never received any in-
come from the 14-year White-
water venture was sharply chal-

lenged by Rep. Jim Leach, Iowa
Republican and ranking GOP
member of the House Banking
Committee, who is conducting an
independent investigation of the
matter.

Ina statement yesterday, he said
a review of available documents
and information showed the Clin-
tons made at least $152,000 from
Whitewater and Madison Guar-
anty Savings and Loan Associ-

see PAPERS, page A9
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the Clintons. Mr. Altman is a long-
time friend of Mr. Clinton's, and
Miss Breslaw, as a government
lawyer in 1989, steered a $400,000
contract to Little Rock's Rose Law
Firm, where Hillary Rodham Clin-
ton was a senior partner.

Last night, federal regulators
said that senior White House of-
ficials inquired last month about
removing Republican Jay B. Ste-
phens, who had been hired by the
RTC to investigate claims arising
from the failure of Madison Guar-
anty Savings and Loan Associ-
ation. Federal regulators seized
the Arkansas thrift in 1989 at a
cost to taxpayers of $50 million.

RTC sources told the Associated
Press that senior aide George
Stephanopoulos and Deputy Chief
of Staff Harold Ickes, outraged
when they learned in February
that the RTC had hired Mr. Ste-
phens, inquired about his removal.
Mr. Stephens had criticized the
Clinton administration after being
fired from his post as U.S. attorney
for the District.

Mr. Stephens had been hired to
handle civil claims in the Madison
matter, including the possible li-
ability of Hillary Rodham Clin-
ton's former Little Rock law firm.

Senior White House officials
raised the issue of Mr. Stephens’
hiring in two conversations with
Treasury officials on Feb. 25, just
after discovering Mr. Stephens
had been retained, said the
sources, who spoke on the condi-
tion of anonymity.

The Washington Post reported
the discussions in today's editions.

The newspaper said the White
House apparently dropped the
subject of removing Mr. Stephens
after being told by Mr. Altman and
Treasury Chief of Staff Joshua
Steiner that nothing could be done.

In Dallas, ¢ White House
spokesman saia no effort was
made to thwart the hiring of Mr.
Stephens.

“There is no suggestion that any
action was taken. Mr. Stephens is
continuing to conduct his inquiry

for the RTC,” said a formal state-
ment attributed to White House
Chief of Staff Thomas E “Mack"
McLarty and read by spokesman
Jeff Eller.

But when pressed by reporters
he said there had been a confer-
ence call.

“This was not a phone call that
was unexpected or inappropriate.
It was just a phone call that was
made concerning this. No action
was taken. His law firm was still
hired by the RTC,” Mr. Eller said.

In a speech on the House floor
Thursday, Rep. Jim Leach, Iowa
Republican, detailed charges by
an RTC investigator that she was
pressured to "let [the Clintons] off
the hook” in the probe of Madison.

RTC investigator L. Jean Lewis,
in a memo released by Mr. Leach,
recounted a long conversation in
which Miss Breslaw urged her to
change her mind on criminal re-
ferrals on Madison.

Mrs. Lewis had determined that
there were several prosecutable
offenses, but she said Miss Bres-
law told her “head people” at the
agency wouid be happier if Mrs.
Lewis told them there were no
problems, as that would “get them
off the hook™

Two of the “head people” Mrs.
Lewis said Miss Breslaw men-
tioned were Deputy Chief Execu-
tive Officer Jack Ryan and Gen-
eral Counsel Ellen Kulka. Mr.
Altman chose both for their jobs in
December.

Mr. Katsanos said Mr. Ryan and
Ms. Kulka would have no public
comment on the matter because
they are cooperating with the fed-
eral Whitewater-Madison investi-
gation.

In his news conference Thurs-
day, Mr. Clinton responded to Mrs.
Lewis' charges by saying Mr
Leach “may be talking about an
internal dispute within the RTC
from career Republican appoint-
ees for all 1 know."

“Keep in mind, until I came
here, all appointees of the RTC
were hired under previous Repub-
lican administrations,” Mr. Clinton
said.

Later in the news conference, a
reporter said the Leach speech in-
dicated “that federal regulators

tried to stop investigators for the
Resolution Trust Corporation in
Kansas City from putting White-
water into their criminal referrals.
That would amount to a cover-up
and possibly obstruction of jus-
tice. Do you have any knowledge of
that?"

“I have had absolutely nothing
to do and would have nothing to do
with any attempt to influence an
RTC regulatory matter. And I
think if you look at the actions of
the RTC just since I've been pres-
ident, and you examine the facts
that everybody that works there
was appointed by a previous Re-
publican administration, the evi-
dence is clear that I have not done
that,” Mr. Clinton said.

Those statements silenced that

line of inquiry during the news |

conference. But they also upset
RTC employees, Mr. Katsanos

said.

“That is what I have heard about
from more people here today than
what Leach released,” he said.

The secret White House brief-
ings on the Madison probe are the
subject of a federal grand jury in-
vestigation led by Whitewater-
Madison special counsel Robert B.
Fiske Jr., who is seeking to deter-
mine whether an obstruction of
justice occurred as a result of
those meetings.

Mr. Altman and several White
House officials have been subpoe-
naed to testify about the meetings
before a grand jury in Washington.

“The president was making a
broader point that the RTC staff in
recent history was hired during
Republican administrations,”
White House Communications Di-
rector Mark Gearan said yester-
day. The RTC was created in 1989.

RTC officials said the agency
has 2,300 employees nationwide.
Almostall are Schedule A workers
who were hired based on experi-
ence and, under law, cannot be
hired based on political affiliation.

Mr. Katsanos said some RTC
employees who had taken excep-
tion to Mr. Clinton's remarks noted
that they were Democrats who had
contributed to his campaign “and
were elated when he was elected.”
® Frank J. Murray contributed to
this report in Dallas.
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that the administration complied
with the Secret Service sugges-
tion that those employees not be

retained.

She did not offer, and was not
asked to provide, details about how
many employees were rejected by
the Secret Service. She and two of
her aides refused to speak with
reporters after her testimony be-
fore the Senate Appropriations
subcommittee on the Treasury,
Postal Service and general gov-
ernment.

The Washington Times reported
Wednesday that the backlog
about two aides based on a review
of their FBI background reports.

White House spokeswoman Dee
Dee Myers said that day that she
was unaware of the Secret Service
nent pass be withheld from any

The Times reported that Asso-
ciate White House Counsel Wil-

employee.
liam Kennedy III had delayed re-

started last year after the Secret
Service raised security concerns
recommendation that a perma-
see WORKERS, page Al2




bc-whitewater-press-comment

(ATTN: Editorial Page editors)

Adv sun mar 27

With Press in Unbridled Pursuit Could Anyone Get Out Alive?

Von Hoffman, a columnist on The Washington Post during the Watergate
investigation, is author of "‘Citizen Cohn,'' a life of Roy Cohn,
and ' 'Capitalist Fools'' (Doubleday). He is now writing a play.

By Nicholas von Hoffman= Special to the Los Angeles Times=

The mass media is into its binge-purge cycle again. The Whitewater
scandal, such as it may be, has the hacks, both print and electronic, in
paroxysms of investigative fury and fits of exaggerated reportage. Hare and
hounds we go, over the Arkansas countryside in unbridled pursuit of the
presidential couple.

In due course this excess will be followed by a great trooping to the
journalistic wailing wall, where we shall see editors and reporters look at
their handiwork and cry out, ~“Forgive us, we have sinned!'' There will be
remorseful seminars at the Schools of Journalism and those horrid Centers for
the Study of God Knows What, where the men and women of the news media will
disport in self recrimination as they delight themselves analyzing their
professional faults and happily playing the guilt game.

Binge-purge. No sooner have we recovered from the maniacally silly
coverage of that dysfunctional couple of the year, John Wayne and Lorena
Bobbitt, then the media hoses down the nation with Whitewater. Without missing
a beat, we've gone from round-table discussions about whether family
newspapers should print the word for the male member to the great Arkansas
fox hunt. Until the Pulitzer Committee meets, we won't know who will be
awarded the ears and brush.

Pending the switch to the purge phase, it remains for the rest of us to
dope out why the no-longer-guite-so-august New York Times would run a
front-page story telling its readers that many years ago Hillary Rodham
Clinton made herself and her old man a small pile ($100,000) speculating in
pork bellies. Actually it was cattle futures, but pork bellies sounds better
and is more in keeping with patronizing evocations of razor-back hogs, Ozark
music and barefoot hillbillies in bib overalls calling, ' Soocooceeeee!'!’

These are the fancies that reinforce the mass media‘'s cliche image of the
Clintons' origins in a small, ignorantly corrupt Southern state, where the
politicians and the lawyers don't know enough not to do each other favors of
doubtful legality and questionable ethics. Well, pardon me! Nothing like that
goes on in Sacramento, Calif., or Albany, N.Y.

The gratuitous story about Hillary Clinton's investments was nothing
compared to CNN's wacky report, taken from a right-wing newsletter, to the
effect that the body of Vincent W. Foster Jr., the White House aide who killed
himself, had been moved. That idea seems to have been scotched for the nonce,
but in the overly excited air of scoop-happy big-time journalism, you can find
more than one person in the press room who wonders if the poor man wasn't
murdered and is ready, at the drop of the slightest of clues, to suggest the
same on camera.

Tabloid journalism is not an affliction specific to our times. In 1924,
the New York Graphic the tabloidest tab there ever was ran a fake picture of
the lady in the scandalous '‘Peaches'' and ""Daddy'' Browning annulment case
standing nude in front of the jury. The great unwashed loved it and
circulation jumped by a quarter-million.

But if mass journalism is much as it has been throughout the 20th century,
class journalism isn't. Why are the once tonier mass-media precincts leering
and smearing with the best or worst of the tabs?

In part, it's due to the change in the character of media ownership. The
single owners of the past often, though by no means always, put their
principles ahead of profits. It's problematic, for instance, if The Washington
Post of today a publicly held enterprise would have taken the risk of going

(1



ahead with the Watergate investigations after the Nixon people had signaled
they would be going after the company's TV station licenses. But owner
Katharine Graham and editor Benjamin C. Bradlee prized a certain kind of
journalism more than money. They had a moral-vocational compass by which to
set the newspaper's course.

They didn't have to convene a focus group to tell them what to print or,
at least as important, what not to print. It's questionable whether a
swashbuckler like Bradlee would be appointed to the editor's chair of a major
newspaper today. Those jobs now go to suits with blank faces, people without
internal gyroscopes, who don't care what the public ought to know only what
they will buy.

Ergo, television, publicly owned and commercially driven, puts on whatever
is thought will snag viewers, and print journalism, even the elite dailies,
still unable to accept that it is no longer
a mass medium, apes TV.

The monkey-see-monkey-do decline of the quality press can be seen not only
in the marmalade with which it slathers its pages, but in vocabulary and
syntax. Compared to the up-market newspapers of 75 years ago, the better
journals of our era carry less serious news and often present it in the
threadbare language of a high-school English book report. :

What happened was that even the better-educated reading public is debased
by the standard of Nation's Work, or some other of the magazines that Theodore
Roosevelt wrote for without benefit of ghost writers. We live and read in a
time when dippy celebrity profiles, 10-best lists, low-IQ, hotel-room
interviews and health hints constitute the brain food of millions. Of course,
they're going to be fed tidbits about the sex lives of the only 50 names and
faces they know and recognize. Bottled Whitewater is about all there's a
market for.

Newspapers and magazines of a 100 years ago differed from each other not
only in the social class and educational level they appealed to, but also in
party affiliation and ideological slant. Were this 1890, at least you wouldn't
get doused with Whitewater foam in newspapers aligned with the Democrats so
you could flee that particular kind of scandal mongering if you wanted to.

Under other circumstances, an unconscionable mass media is held in check
by what it assumes is the outer limits of public tolerance. That tolerance, as
far as politicians go, is now limitless. Since our nation's earliest days,
Americans have had misgivings about people who practice the political craft.
In the last generation, however, the public has been inundated with books and
shows depicting politicians as craven, corrupt, scheming, criminal parasites.
The aggregate effect is to destroy the barriers that once restrained an
all-too-venal press from saying anything that comes into its head about the
occupants of the White House.

Alas, Bill Clinton hasn't helped his own cause. His and Hillary's spoof of
the insurance industry's ad was mildly funny, but surely there were two
others in the White House who could do it if they were going to release it to
TV. A president who clowns for home videos invites derision. It's one thing
to be a man of the people, another to be the slob next door.

There is a story, perhaps apocryphal, that when the 350-pound William
Howgrd Taft moved into the White House, he asked Theodore Roosevelt, who was
moving out, if he had any advice. " “Yes,'' Roosevelt replied, '‘don't let them
take a photograph of you playing tennis, Willie.'' Politicians who do may
drown in their own Whitewater.

End adv sun mar 27
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(ATTN: Editorial Page editors)

Adv sun mar 27

With Press in Unbridled Pursuit Could Anyone Get Out Alive?

Von Hoffman, a columnist on The Washington Post during the Watergate
investigation, is author of ""Citizen Cohn,'' a life of Roy Cohn,
and ' 'Capitalist Fools'' (Doubleday). He is now writing a play.

By Nicholas von Hoffman= Special to the Los Angeles Times=

The mass media is into its binge-purge cycle again. The Whitewater
scandal, such as it may be, has the hacks, both print and electronic, in
paroxysms of investigative fury and fits of exaggerated reportage. Hare and
hounds we go, over the Arkansas countryside in unbridled pursuit of the
presidential couple.

In due course this excess will be followed by a great trooping to the
journalistic wailing wall, where we shall see editors and reporters look at
their handiwork and cry out, " “Forgive us, we have sinned!'' There will be
remorseful seminars at the Schools of Journalism and those horrid Centers for
the Study of God Knows What, where the men and women of the news media will
disport in self recrimination as they delight themselves analyzing their
professional faults and happily playing the guilt game.

Binge-purge. No sooner have we recovered from the maniacally silly
coverage of that dysfunctional couple of the year, John Wayne and Lorena
Bobbitt, then the media hoses down the nation with Whitewater. Without missing
a beat, we've gone from round-table discussions about whether family
newspapers should print the word for the male member to the great Arkansas
fox hunt. Until the Pulitzer Committee meets, we won't know who will be
awarded the ears and brush.

Pending the switch to the purge phase, it remains for the rest of us to
dope out why the no-longer-quite-so-august New York Times would run a
front-page story telling its readers that many years ago Hillary Rodham
Clinton made herself and her old man a small pile ($100,000) speculating in
pork bellies. Actually it was cattle futures, but pork bellies sounds better
and is more in keeping with patronizing evocations of razor-back hogs, Ozark
music and barefoot hillbillies in bib overalls calling, °~ Sooooeeeee!!'!

These are the fancies that reinforce the mass media's cliche image of the
Clintons' origins in a small, ignorantly corrupt Southern state, where the
politicians and the lawyers don't know enough not to do each other favors of
doubtful legality and questionable ethics. Well, pardon me! Nothing like that
goes on in Sacramento, Calif., or Albany, N.Y.

The gratuitous story about Hillary Clinton's investments was nothing
compared to CNN's wacky report, taken from a right-wing newsletter, to the
effect that the body of Vincent W. Foster Jr., the White House aide who killed
himself, had been moved. That idea seems to have been scotched for the nonce,
but in the overly excitecd air of scoop-happy big-time journalism, you can find
more than one person in the press room who wonders if the poor man wasn't
murdered and is ready, at the drop of the slightest of clues, to suggest the
same on camera.

Tabloid journalism is not an affliction specific to our times. In 1924,
the New York Graphic the tabloidest tab there ever was ran a fake picture of
the lady in the scandalous " "Peaches'' and " "Daddy'' Browning annulment case
standing nude in front of the jury. The great unwashed loved it and
circulation jumped by a quarter-million.

But if mass journalism is much as it has been throughout the 20th century,
class journalism isn't. Why are the once tonier mass-media precincts leering
and smearing with the best or worst of the tabs?

In part, it's due to the change in the character of media ownership. The
single owners of the past often, though by no means always, put their
principles ahead of profits. It's problematic, for instance, if The Washington
Post of today a publicly held enterprise would have taken the risk of going
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(ATTN: National editors) (Includes optional trims)

Letter Shows Feds Debated Whitewater Probe in '92 (Little Rock)

By Ronald J. Ostrow and William C. Rempel= (c) 1994, Los Angeles Times=

LITTLE ROCK, Ark. Although a federal bank investigator was pressing
aggressively for prosecutors to act on Whitewater, the then U.S. attorney in
Little Rock argued vehemently against it, contending such steps immediately
before the 1992 presidential election would constitute " prosecutorial
misconduct,'' it was learned Friday.

Former U.S. Attorney Charles A. Banks, a Republican appointee, warned in a
letter to the FBI that taking federal action immediately before the 1992
presidential election would be unfair because it could give a sense of
legitimacy to allegations affecting a candidate that could not be proven.

The unusual October 1992 letter from Banks to Don Pettus, then special
agent in charge of the FBI's Little Rock office, sheds light on a little-known
struggle within the federal bureaucracy on what to do about the Whitewater
affair as election day approached.

It provides the basis for a central dispute that rages today on the
matter: Was it a clear case of financial and political abuse that was long
stifled and stalled for political reasons? Or was it
a tangled financial mess of marginal importance compared with other savings
and loan prosecutions and that required delicate handling and attention to
fairness?

Republican critics have moved toward the former interpretation. They
released documents Thursday from investigator R. Jean Lewis, who worked for
the Resolution Trust Corp., conveying her frustration and suspicions about
delays in the case.

Banks' letter, which he acknowledged writing Friday but refused to
discuss, reflects the position held by some other Justice Department officials
who saw Lewis as overzealous and unfairly single-minded about a matter that
could have major electoral repercussions.

A spokesman for Rep. James A. Leach of Iowa, the leading House Republican
critic in the Whitewater controversy who released documents in the case
Thursday, said Leach did not have a copy of Bank's letter. Leach, in releasing
the documents, charged that the Arkansas real estate venture ultimately was
used ' “to skim, directly or indirectly, federally insured deposits'' from a
Little Rock savings and loan.

(Optional add end)

In the letter, Banks noted that he had met with the FBI on the referral
for possible criminal prosecution involving Madison Guaranty Savings & Loan,
which was owned by James McDougal, a partner with then-Gov. Bill Clinton and
Hillary Rodham Clinton in the Whitewater Development Corp.

Banks said that even after a second review of the case he still had
serious reservations about it being one that could be successfully prosecuted
against any of the witnesses. The Clintons, as investors in Whitewater, one of
the McDougal enterprises that investigators believe was used as to skim from
Madison, were among the witnesses.

The letter noted that Pettus had been ordered to conduct an immediate
review of the case to determine if prosecution was warranted and to provide an
answer later that week. He did not make clear who in the FBI was ordering
Pettus to move quickly.

FBI spokesman John Collingwood said Friday that he would make no comment
on the matter.

Banks, in declining to comment, said: *“As U.S. attorney, I could not
properly discuss reports and correspondence about cases, and I don't feel I
have been relieved of that restriction today. And now that there is an
independent prosecutor assigned to the case, it is even more inappropriate
for me to comment.'' -

But in his letter to Pettus, Banks made clear that he resented the
pressure for action, without disclosing its source. He said that neither he
nor anyone in the U.S. attorney's office would take further part before the
Nov. 3 election.
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along the White River in northern Arkansas. The two couples borrowed $203,000
to buy the property and Clinton claimed an interest deduction of $10,131 for

payments made on the loans in 1978.
(Begin optional trim)

Mrs. Clinton began in commodities trading in October 1978 at the urging of
the Clintons' close friend, the well-connected Arkansas lawyer James B. Blair,
now the general counsel of Tyson Foods Inc., the nation's largest poultry
producer.

Her investment in the high-risk cattle futures market is surprising, given
that the Clintons had relatively low incomes and very few assets. White House
aides would not say how much of her own money Mrs. Clinton put at risk or how
much of the trading was done on credit.

(End optional trim)

In 1979, Clinton took office as governor, at a salary of $33,519.14 for
the year, while Mrs. Clinton made partner at the Rose firm and saw her income
rise to $38,615.60. But her luck in the futures market continued and she
reported profit of $72,996 before bailing out of commodities in October of
that year.

The Clintons that year continued to pour money into Whitewater without
reperting any income from the land deal, the returns show. They paid
$11,990.02 in interest charges on the venture, as well as making a $500
capital contribution, about which officials could not provide any further
detail.

After they got out of the commodities market, the Clintons' income fell
substantially. Tax returns released previously show their adjusted gross
income for 1980 was $87,175, almost all of it from their salaries. By 1992,
their income had grown to $280,000, most of it Mrs. Clinton's law earnings and
directors' fees.

In addition to the new tax returns, the White House provided a new
accounting of the Clintons' Whitewater investment. The Clintons now believe
they lost $46,635.75 on the Ozark Mountains land deal, rather than the $68,900
they have been claiming for the past two years, Kendall said.

*x*x*  filed by:LAWP(--) on 03/26/94 at 02:14EST ####
#%** printed by:WHPR(162) on 03/26/94 at 08:40EST ####



bec-whitewater times - alé654
(ATTN: National editors) (Includes optional trims)
White House Releases Clintons' Tax Returns for 1977-'79 (Washn)
By John M. Broder= (c) 1994, Los Angeles Times=
WASHINGTON The White House, in response to continuing questions about the
first family's personal finances, on Friday released the Clintons' tax returns
for the years 1977-'79, when President Clinton entered public office in

Arkansas.

The documents paint a fascinating picture of a relatively low-paid couple
dabbling in highly speculative commodity and real estate ventures that in one
case paid spectacular returns and in another the ill-fated Whitewater deal
resulted in sizeable financial losses and incalculable political costs.

The tax returns also show that the Clintons were involved in an earlier
real estate investment with their Whitewater partner, James B. McDougal, a
deal that made them a modest $2,150 profit and emboldened them to try their
luck at the much larger Whitewater project.

The tax returns were presented Friday by the Clintons' private attorney,
David E. Kendall of the Washington law firm Williams & Connolly. Kendall, in a
briefing for reporters at the White House, also provided additional
documentation regarding the Clintons' losses in the Whitewater deal.

Kendall said the Clintons were releasing the 1977-'79 tax returns " "in a
spirit of full cooperation and openness,'' noting that the first family had
now made public 16 years of tax filings, beginning with Clinton's first year
as attorney general of Arkansas in 1977.

Kendall said that all the material had previously been provided to special
counsel Robert B. Fiske Jr., who is investigating the Whitewater project and a
number of related matters involving the Clintons' years in Arkansas and the
administration's handling of the aftermath of the collapse of Madison Guaranty
Savings & Loan, a Little Rock, Ark., thrift owned by McDougal.

The news came as the grand jury investigating Whitewater issued
a subpoena for another senior White House aide. The White House issued a brief
statement saying that staff secretary John Podesta had been summoned to
testify about his knowledge of contacts between the White House and the
Treasury Department concerning the investigation of Madison Guaranty.

The tax returns for the years 1977-'79 show a remarkable growth in income
for the couple, from $41,731 in 1977 to $85,214 in 1978 to $158,495 in 1979.

Salary increases account for very little of the growth. In 1977, Clinton's
first year as Arkansas attorney general, he was paid $25,378.77, while his
wife, who then used her maiden name, Hillary Rodham, was paid $14,800 as a
first-year associate at the Little Rock law firm Rose, Nash, Williamson,
Carroll, Clay & Giroir now known simply as the Rose Law Firm.

(Begin optional trim)

Her low salary reflects that she started at the firm in March and was paid
for only 10 months. It also illustrates the low wages paid lawyers in small
towns. At the time, associates at law firms in New York or Los Angeles made at
least twice as much.
~ That year, they reported virtually no additional outside or investment
income.

(End optional trim)

In 1978, their combined salaries grew to about $51,000, but they also
reported income from two investments a land deal with McDougal known as
Rolling Hill Manor, for which they claimed a capital gain of $2,150, and
profits of $26,541 from commodity trading.

That year also marked the establishment of Whitewater Development Corp., a
50-50 partnership with McDougal and his wife, Susan, to buy 230 acres of land




along the White River in northern Arkansas. The two couples borrowed $203,000
to buy the property and Clinton claimed an interest deduction of $10,131 for

payments made on the loans in 1978.
(Begin optional trim)

Mrs. Clinton began in commodities trading in October 1978 at the urging of
the Clintons' close friend, the well-connected Arkansas lawyer James B. Blair,
now the general cocunsel of Tyson Foods Inc., the nation's largest poultry
producer.

Her investment in the high-risk cattle futures market is surprising, given
that the Clintons had relatively low incomes and very few assets. White House
aides would not say how much of her own money Mrs. Clinton put at risk or how
much of the trading was done on credit.
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In 1979, Clinton took office as governor, at a salary of $33,519.14 for
the year, -while Mrs. Clinton made partner at the Rose firm and saw her income
rise to $38,615.60. But her luck in the futures market continued and she
reported profit of $72,996 before bailing out of commodities in October of
that year.

The Clintons that year continued to pour money into Whitewater without
reporting any income from the land deal, the returns show. They paid
$11,990.02 in interest charges on the venture, as well as making a $500
capital contribution, about which officials could not provide any further
detail.

After they got out of the commodities market, the Clintons' income fell
substantially. Tax returns released previously show their adjusted gross
income for 1980 was $87,175, almost all of it from their salaries. By 1992,
their income had grown to $280,000, most of it Mrs. Clinton's law earnings and
directors' fees. :

In addition to the new tax returns, the White House provided a new
accounting of the Clintons' Whitewater investment. The Clintons now believe
they lost $46,635.75 on the Ozark Mountains land deal, rather than the $68,900
they have been claiming for the past two years, Kendall said.
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White House Releases Clintons' Tax Returns for 1977-'79 (Washn)
By John M. Broder= (c) 1994, Los Angeles Times=
WASHINGTON The White House, in response to continuing questions about the
first family's personal finances, on Friday released the Clintons' tax returns
for the years 1977-'79, when President Clinton entered public office in

Arkansas.

The documents paint a fascinating picture of a relatively low-paid couple
dabbling in highly speculative commodity and real estate ventures that in one
case paid spectacular returns and in another the ill-fated Whitewater deal
resulted in sizeable financial losses and incalculable political costs.

The tax returns also show that the Clintons were involved in an earlier
real estate investment with their Whitewater partner, James B. McDougal, a
deal that made them a modest $2,150 profit and emboldened them to try their
luck at the much larger Whitewater project.

The tax returns were presented Friday by the Clintons' private attorney,
David E. Kendall of the Washington law firm Williams & Connolly. Kendall, in a
briefing for reporters at the White House, also provided additional
documentation regarding the Clintons' losses in the Whitewater deal.

Kendall said the Clintons were releasing the 1977-'79 tax returns ~"in a
spirit of full cooperation and openness,'' noting that the first family had
now made public 16 years of tax filings, beginning with Clinton's first year
as attorney general of Arkansas in 1977.

Kendall said that all the material had previously been provided to special
counsel Robert B. Fiske Jr., who is investigating the Whitewater project and a
number of related matters involving the Clintons' years in Arkansas and the
administration's handling of the aftermath of the collapse of Madison Guaranty
Savings & Loan, a Little Rock, Ark., thrift owned by McDougal.

The news came as the grand jury investigating Whitewater issued
a subpoena for another senior White House aide. The White House issued a brief
statement saying that staff secretary John Podesta had been summoned to
testify about his knowledge of contacts between the White House and the
Treasury Department concerning the investigation of Madison Guaranty.

The tax returns for the years 1977-'79 show a remarkable growth in income
for the couple, from $41,731 in 1977 to $85,214 in 1978 to $158,495 in 1979.

Salary increases account for very little of the growth. In 1977, Clinton's
first year as Arkansas attorney general, he was paid $25,378.77, while his
wife, who then used her maiden name, Hillary Rodham, was paid $14,800 as a
first-year associate at the Little Rock law firm Rose, Nash, Williamson,
Carroll, Clay & Giroir now known simply as the Rose Law Firm.

(Begin optional trim)

Her low salary reflects that she started at the firm in March and was paid
for only 10 months. It also illustrates the low wages paid lawyers in small
towns. At the time, associates at law firms in New York or Los Angeles made at
least twice as much.

That year, they reported virtually no additional outside or investment
income.

(End optional trim)

In 1978, their combined salaries grew to about $51,000, but they also
reported income from two investments a land deal with McDougal known as
Rolling Hill Manor, for which they claimed a capital gain of $2,150, and
profits of $26,541 from commodity trading.

That year also marked the establishment of Whitewater Development Corp., a
50-50 partnership with McDougal and his wife, Susan, to buy 230 acres of land
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On Capitol Hill, Waxman's subcommittee on health and the environment
convened several panels of medical experts as well tobacco industry officials
and anti-smoking advocates to launch what clearly will be a long and
contentious debate over whether the FDA should regulate cigarettes.

A month ago, FDA commissioner David A. Kessler publicly asserted his
agency's authority to classify nicotine as a drug a move that could lead to
the regulation or even banning of virtually all cigarettes.

At the time, Kessler all but accused the tobacco industry of stoking a
public addiction, citing "~ accumulating'' evidence that nicotine content in
cigarettes are being manipulated by manufacturers for that very end thus
making cigarettes for all practical purposes a drug that falls under FDA
purview.

Kessler also testified on Friday, calling some cigarettes
‘"high-technology nicotine delivery systems'' that feed smokers the substance
in "' “quantities that are more than sufficient to create and to sustain
addiction'' in most smokers.

Much of the hearing focused on the intricacies of cigarette-making, with
industry representatives vociferously denying that manufacturers manipulate
nicotine content.

But Kessler cited numerous patents obtained by cigarette makers for
various processes that control nicotine levels. Such sophistication, he said,
""more and more resembles the actions of a pharmaceutical manufacturer.''

But Alexander W. Spears III, a North Carolina tobacco company executive,
argued that the existence patents did not mean that manufacturers are actually
using the processes.

Rep. Mike Synar, D-Okla., a staunch tobacco foe, urged Congress to force
cigarette makers to disclose all ingredients, but said banning all tobacco
products would be " “cruel and unusual punishment'' to those addicted.

Tobacco industry advocates, including Sherwin Gardner, a former deputy FDA
commissioner, said the FDA should not be asked to regulate tobacco products
because it is already overburdened and any new responsibilities would further
slow its ability to approve new drugs.
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‘Forgotten’ Clinton Loan Generated Few Documents

By Howard Schneider and Albert B. Crenshaw
‘Washmgton Post Stall Writers

With little more than his signature, Bill Clinton
in 1981 got a $20,000 loan from his business
partner James B. McDougal's bank in Kingston,
Ark., money he says he used to help his mother
purchase a home half a state away in Hot Springs.

In Clinton's eyes, the transaction was so insig-
nificant he forgot about it: For the last two years
that money was included as part of what he
claimed to have lost in the Whitewater Develop-
ment Corp. he and McDougal owned. When his in-
terest in the $75,000 house was transferred to his
stepfather a year later, the transaction was not
mentioned on the Clintons’ tax returns, even
though a sale of a capital asset such as real estate
should be accounted for under Internal Revenue
Service regulations.

“I had genuipely forgotten,” said Clinton, de-
scribing in a Thursday news conference how after
“racking his brain” and reading a draft of his late
mother's autobiography he recalled the loan and
realized it had nothing to do with Whitewater.

But to bank examiners in Arkansas, loans like
the one McDougal made to Clinton were signifi-
cant—and a cause for them to criticize McDou-
gal'nbankm;puﬂnce&hheadaftheﬂankul

his

then-Gov. Clinton's banking commissioner Marlin

Jackson for making too many loans outside of the

immediate service area around Madison County.
One of those loans, made in 1980, was to Hillary

Rodham Clinton, who borrowed $30,000 from the

Kingston bank to build a model home on a White-
water lot. That loan was refinanced at another
state-controlled bank after Jal:ksan warned Clinton
that McDougal's lending
ton bank had drawn attention from

In the transaction with his mother and stepfa-
ther, Clinton said, “I helped her to purchase” the
property and “I was co-owner of that property for
just a few months.” After that, he said, his stepfa-
ther bought out Clinton's interest.

Records in Garland County show that Clinton and
his mother bought the house on May 4, 1981. She
borrowed $15,000 from the Grand National Bank,
and the previous owners of the property apparently
acceplcd a mortgage for an unstated amount.

records show that no cash ch.mpd hands
w!:en Clinton's share of the home was transferred
to Richard W. Kelley on Feb. 8, 1982. No record of
the sale appears on the Clintons’ 1981 or 1982 tax
returns and, according to accountants, it should.

“Sale of a capital asset is a reportable event,”
said Arthur Auerbach of Einhorn, Auerbach & As-
sociates, a Bethesda accounlins firm that re-
viewed the Clintons’ returns for The Washington
Post. “The instructions for Schedule D [of the tax
return] are pretty clear, If you have a transaction
with a capital asset it should be reported.”

The reporting requirement remains even if
there was no gain or loss, Auerbach said. He ac-
knmowledged that if there is no gain, taxpayers do
not always realize the transaction should be re-
ported, but professional preparers would be ex-
pected to understand the requirement.

The loan for his mother's house was one of
four—totaling $250,000—that Bill and Hillary

Clinton secured from Arkansas banks between
1978 and 1981 with little documentation. Bankers

nor, the Clintons and McDougals borrowed
$202,000 to purchase the 230-acre Whitewater
development. Bankers invoived in those loans say

purchasing the Madison Guaranty Savings &
in

Loan, the thrift whose $60 million collapse i
1989 is under investigation by Fiske,

B
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Md. House
Strengthens

Abuse Bill

lote Seen as Victory

For Women'’s Caucus
St i

ANNAPOLIS, March 25—Mary-
land’s female legislators, who long
have struggled for respect and influ-
ence in the male-dominated General
Assembly, scored a stunning victory
today by toughening a domestic vio-
lence measure despite strong objec-
tions from a powerful committee.

The action in the House of Dele-
gates, which some Jongtime lawmak-
ers called unprecedented, came one
day after female senators corralled
enough votes for a bill that would
end Maryland's 14-year-old ban on
state-funded abortions for many
POOT Women.

The two events signal the political
maturing of a legislative women's
caucus that only a year ago was criti-
cized as being ineffective and indeci-
sive during an uproar over a law-

to female lobbyists.

“It's a new day,” said Del. Jennie
M. Forehand (D-Montgomery), as
female legislators hugged and
slapped high-fives after the domestic
violence debate on the House floor.

Lawmakers said the House is like-
ly to pass the amended package as
early as Saturday and then try to
work out minor differences with a
version that the Senate unanimously
approved on March 8, Gov. William
Donald Schaefer (D) supports the
legislation and urged female legisla-
tors at a breakfast today to fight for
the stronger version on the House
floor.

“He said, ‘You women have pow-
er, and you need to stand up and
make a difference,” " said Sen. Mary
H. Boergers (D-Montgomery).

With barely two weeks left in the
1994 legislative session, the House
also rejected a measure today that
w | have made Enghish the official
state language in Maryland. And
Schaefer signed a measure that will
allow Maryland to use lethal injec-
tions, rather than the gas chamber,
to execute criminals.

Today’s victory for women was
sweet because numerous organiza-
tions had criticized the women's cau-
cis last year for failing to oppose the
judicial nomination of Del. John S.
Arnick (D-Baltimore County). Ar-
nick was accused of making sexist
comments to two women who were
trying to lobby him on a domestic vi-
olence measure in 1992, Today, Ar-
nick did not vote on the three
amendments that strengthened the
measure, saying he was busy talking
with colleagues in a nearby office.

. Female delegates won passage of
four amendments today designed to
strengthen the rights of domestic vi-
olence victi1

The votes were remarkable be-

! dause the House Judiciary Commit-
' tee resisted three of the measures.
+ The panel of 18 men and four wom-
* en had severely weakened the meas-
" ure before sending it to the full

House.

“] really think it's unprecedented
that women legislators had such
clout,” said Kathleen N. Ryan, legis-
lative director of Maryland's chapter

of the National Organization for

. Women.

By tradition, Maryland legislators

. rely heavily on their committees to

recomménd which bills to kill or en-
act, and House leaders typically
quash efforts to override a commit-
tee’s handiwork. But many male and
female legislators said the Judiciary
Committee went too far when it cut
the heart from the domestic violence
legislation. A coalition of women's
groups had drafted the package, and
the legislative women's caucus made
it the group’s top priority for 1994.

Today, female delegates took
their revenge on the committee that
Amnick previously headed. The panel
has killed several proposals affecting
women's rights in recent years.

By a 77 to 34 vote, they won pas-
dage of an amendment to make it
easier for a woman to bring rape
charges against her estranged hus-
band. The amended version would

- allow such charges to be filed after a
" couple has lived separately for three
maker’s allegedly sexist comments °

months, as opposed to six months in
the committee version.

" . “Rape is rape,” regardless of one's

marital status, said Del. Leslie
Hutchinson (D-Baltimore County),
who sponsored the amendment.

Del. Joseph F. Vallario Jr. (D- |
Prince George's), chairman of the '
Judiciary Committee, urged the
House to reject the amendment, and
House Speaker Casper R. Taylor Jr.
(D-Allegany) showed his support by
voting nay. Thirty of the House's
141 members declined to vote. Not

- one of the House's 36 female mem-
' bers voted against the amendment,
' however, and the 77 to 34 outcome

showed that the committee’s author-
ity had been breached.

Del. Jean W. Roesser (R-Mont-
gomery) then offered an amendment
that would add “mental injury” to the
offenses that can result in child
abuse charges. Supporters said
Maryland is the only state without
such a law, an ommission that costs
the state $500,000 a year in federal
funds because of a 1974 federal law.

Vallario attacked the amendment
as vague. “If you tell your child to go
to his room because he did some-
thing wrong, is that mental injury?”
he said.

After two other female legislators
told about abused children they have
known, the House adopted the
amendment 63 to 59.

The House then voted 84 to 23
for an amendment offered by Del.
Nancy K. Kopp (D-Montgomery) to
require police officers to give do-
mestic violence victims a printed list

of shelters and other services avail-
able to them.

Both the House and Senate ver-
sions of the legislation would autho-
rize police to make arrests when
there is “probable cause” to believe
domestic violence has occurred. Un-
der current law, police must witness

Kopp, who was instrumental in or-
ganizing the women’s strategy,
called the setbacks to Vallario’s
committee “extremely unusual.” The
votes were not a blow to Taylor's
leadership, she said, but a sign of the
“deep feelings and concern” that
male and female legislators have
about domestic violence.

Taylor appeared resigned to the
outcome. At one point in the debate,
when two women sought recognition
at the same time, he said somewhat
helplessly, “Please don’t make me
choose.”
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RTC Lawyer Drew
White House Ire

Clinton Aides Questioned Hiring

By Ruth Marcus

Washungion Fost Saall Wnter R‘

A senior White House official in-
quired last month about removing a
prominent Republican hired by the
Resolution Trust Corp. to investi-
gate claims ansing from the failure
of Madison Guaranty Savings &
Loan, according to sources familiar
with the discussions.

& The sources said senior White

ouse officials George Stephanopou-
los and Harold Eckeiewefg alarmed
and outraged when they discovered in
late February that the RTC, an inde-
pendent regulatory agency, had hired
former federal prosecutor Jay B. Ste-
pheng to handle possible civil suits
growing out of Madison. Stephens se-
verely criticized the Clinton adminis-
tration after he was fired as U.S. at-
torney for the District in March
1993.

The White House apparently
dropped the subject of reversing the
hiring of Stephens after being told by
Deputy Treasury Secretary Roger C,
Altman and Treasury chief of staff
Joshua Steiner that there was nothing
to be done about it.

But the alleged efforts—which the
White House officials say they do not
recall—to find out whether Stephens
cot!}d be replaced represents the first
indication the White House may have
ictively attempted to affect the han-
iling of the politically sensitive inves-
igation. One area of the RTC civil in-
‘estigation concerns the potential
iability of the Rose Law Firm, includ-
ng former partner Hillary Rodham
“linton, for its representation of Mad-

50N,

Senior White House officials raised
he e of Stephens's hiring in two
onversations with the Treasury offi-

WHITEWATER, A5, Col 1
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cials on Feb. 25, just after discovering
Stephens had been retaned.

Ickes, the deputy chief of staff, and
Stephanopoulos, Clinton's senior ad-
wiser, called Altman, who was also
serving as acting head of the RTC and
had just announced he would recuse
himself from the RTC's investigation
of Madison.

Ickes and Stephanopoulos were fu-
rious Altman had announced his recu-
sal without telling White House offi-
cials. The day before, Altman
revealed to the Senate Banking,
Housing and Urban Affairs Commut-
tee he had briefed senior White
House officials Feb. 2 about the Madi-
son case, and the White House had
spent much of the day defending the
propriety of the briefing and explain-
mg why Altman should not remove
himself from the Madison probe.

In the course of the conference call
with Altman, Ickes and Stephanopou-
los also raised the subject of Ste-
phens, asserting his hiring was an
“outrageous choice,” and askung, “Can
anything be done about it? Is it final®
according to sources familiar with the
conversation. SOUrces were un-
certain whether it was Stephanopou-
los or Ickes who raised the subject.

Stephanopoulos also spoke with
Steiner, chief of staff to Treasury
Secretary Lloyd Bentsen and a friend
of Stephanopoulos since the 1988 Mi-
chael S. Dukakis presidential cam-
paign.

One source, describing Stephano-
poulos as “pretty fired up,” said the
White House aide asked Steiner
“whether that [Stephens’s hinng| was
final, whether anything could be done
about it.” Steiner told him there was
nothing he could do.

Stephanopoulos said yesterday he
did not “remeniber exactly what was
said” during his conversation with
Steiner but that he “asked how Jay
Stephens came to be retained by the
RTC. I was puzzled and blew off
steam over the unfairness of that de-
cision. . . . Once [ got the facts from
Josh, that ended the matter as far as [
was concerned.”

Stephanopoulos said he did not re-
member asking Steiner whether the
decision could be reversed or discuss-
ing the issue with Altman.

Ickes's lawyer, Robert Bennett,
said, “Based on my inquiry, | am satis-
fied that Mr. Ickes did not make that
statement, and he has no recollection
of making that statement.” --

In a statement last night, White
House Chief of Staff Thomas F.
“Mack™ McLarty said, “Both Mr.
Stephanopoulos and Mr. Ickes have

told The Washington Post that they
have no recollection of asking anyone
to change the RTC's decision to re-
tain Mr. Stephens and his law firm, as
the Post is reporting. There is no sug-
gestion that any action was taken.
Mr. Stephens is continuing to conduct
his inquiry for the RTC."

According to one source familiar
with the discussions, Altman was
“aghast” at the White House inquiry
about dismissing Stephens and imme-
diately went to Steiner to describe
the call from Ickes and Stephanopou-
los.

Steiner later related to Altman the
call he received from Stephanopoulos.
Steiner's reaction was, “something
like, ‘I can't believe these guys want
to fire this guy,’ " another source
said.

The White House perceives Ste-
phens, a Republican who served in
the Reagan and Bush administrations,
as a political adversary. He accused
the administration of interfering in his
probe of Rep. Dan Rostenkowski (D-
Ill.), when Attorney General Janet
Reno fired all Bush administration
U.S. attorneys last year, and had
weighed running for the U.S. Senate
from Virginia. “There was concern in
the White House because he is known
to be a highly partisan Republican
who put up a great fuss when he was
asked to resign, who was highly criti-
cal of being asked to resign, who con-
sidered running for office,” a senior
official said. “All of that raised con-
cerns at the White House because of
his partisanship.”

Stephens is now a partner in the
Washington office of Pillsbury, Madi-
son & Sutro, a law firm that has done
extensive work for the RTC, which
regularly hires outside lawyers to
pursue cases against lawyers, accoun-
tants and others who may have con-
tributed to the collapse of savings and
loans companies.

RTC officials said the Pillsbury
firm—with a team including Ste-
phens—was formally hired Feb. 24 to
but the firm actually was selected and
began work in early to mid-February,
before the engagement letter was
signed. Agency sources said the solic-
itation for the Madison case was put
out to three firms, and the hiring de-
cision was made by the legal division.

Stephens was considered a good

case in part because he had been a
prosecutor and the RTC wanted
someone who could coordinate with
special counsel Robert B. Fiske Jr. on
the criminal issues Fiske is investigat-
ing. The RTC is using the Pillsbury
firm in many cases against former
savings and loan officials, including its
civil case against Arizona Gov. J. Fife
Symington and other former directors
of Southwest Savings and Loan.
Stephens is the lead attorney for
the RTC in its $20 million suit filed
this month against William L. Waldie,
former head of Virginia-based Trust-
bank Savings, which failed in 1991.

Staff writer Susan Schmidt
contributed to this report.
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Tax Records
Back Clinton

Account

By Ann Devroy
and Charles R. Babcock B\

Washngron Post Stalf Writers

President Clinton yester-
day released his tax returns
for his first years in public of-
fice as the White House
erupted in a geyser of tax
forms, tax lawyers.
tory letters and addenda
aimed at showing that White-
water was what the presi-
dent has stated: 3 losing land
n .

The returns—for 1977-
79—and additional data sup-
plied by the White House
generally support the amend-
ed Clinton explanation of the
family's investment in the
Arkansas land development
and the losses they sus-
tained.

The Clintons invested and
lost, ing to their ac-
count, $46,636, most of
which was the interest they
paid over the years on their
half-share of the loans they
and James and Susan
McDougal took out to buy
203 acres in the Ozarks
mountains. James B, McDou-
gal, who has repeatedly ques-
tioned the Clintons” estimate
of their Whitewater invest-
ment, yesterday told the As-
sociated Press he is now sat-

CLINTON, From Al
isfied with the Clintons’ account.

The Clintons' returns also show
the details of a chapter in their finan-
cial life that has been hidden the past
decade: Hillary Rodham Clinton's
two-year risky into the com-
modities market at a time the family

virtually no assets.

Her spetulation in cattle futures
in 1978 and 1979 produced nearly
$100,000 in additional income for a
couple whose combined wages in
1978 were $51,000. It is not clear
from the 1977 return, when the cou-
ple reported no dividends and $518
in interest income, where Hillary
Clinton got the resources to finance

her commodities trading venture.
White House aides would not say
how much she put up to start the ac-
counts that earned $26,541 in less
than four months in 1978 and

a few months before entering the
Whitewater venture.

The returns showed $10,131 in
interest payments that year to an-
other McDougal firm, Great South-
em Land Co. The White House said
this was Whitewater related.

The release of the tax returns and a

Thursday night p £ news con-
ference, only Clinton's second i of-
fice, were aimed at’ demonstrating
that the president and his aides are
mmummmmm
water and their overall financial situa-

tion.

As the White House released its av-
alanche of paper, the Clintons” person-
al lawyer, David Kendall, briefed re-

in two huge groups in the
Roosevelt Room with an opening
statement: “In a spirit of full coopera-
tion and openness, the Clintons have
mmwthWmmh
the past 16 years, smce Mr. Clinton’s
ﬁrs&ywinpublicuﬁce.‘heuid.

The president's senior aides, end-
on the issue, expressed satisfaction
with the president’s performance. But
lheyachn'mad.somemmbinuex-

haustion, that the controversy sur-

rounding the investment and charges
- of improper White House efforts to
contain it, will not soon disappear.

"I'h.il-i.snotgai.ngtuheaaprinl.it's

gomgtoheamanﬂm.”uidnmuf-

ficial involved in trying to get the
president past the issue.

As if to demonstrate that assess-
ment, Rep. Jim Leach (R-lowa) is-
sued a statement last night saying
Kendall's “selective release of docu-
ments cries out for . . .. full release
of all Whitewater records.” He said
it left many unanswered questions
and added that the president’s
“plythe ‘no problems’ strategy” will

prolong what he called the
torture.

Also yesterday, Cabinet Secretary
John Podesta became the 12th ad-
ministration official to be subpoe-
naed to appear before a Whitewater
grand jury called by special counsel
Robert B. Fiske Jr. Podesta has been
heavily involved in recent weeks in
the issue but has not been cited as
attending meetings between White
House and Treasury officials on
Whitewater and Madison Guaranty
Savings & Loan.
all of whom have made their grand
jury appearances the past two
weeks, were all ¢ in con-
tacts, in person or by phone.

The tax returns did raise new
qmﬁonsdntmnolmmd
news briefings yesterday, White
House aides offered no ex-
planation than Clinton's on how his
earlier claim of a $68,900 White-
water loss, first made during the
1992 presidential campaign,
been overstated by $22,245. The
ference that he recently realized
that amount was a loan and some in-
terest payments that he took out
from McDougal's bank to help his
mother buy a house.

The difference has no effect on
Clinton’s tax liability but the

water

=

E

in nearly twice as much
$92,000—than the $46,636 contrib-
uted by the Clintons.

The White House explanation of
the corrected version of what the
issue of how Whitewater paid off the
rest of the principal, interest and ex-
penses owed on the development.

The venture had $233,000 in
bank loan principal, more than
$160,000 in interest payments, and
$120,000 in operating expenses
over the years, according to the
campaign report prepared in 1992
by Clinton friend and Denver attor-
ney James M. Lyons.

A lawyer designated by the White
House to brief reporters yesterday
said that the Whitewater project was
designed so that the principal pay-
ments were made by the stream of
income from the lot owners. He not-
ed, however, that “the fluctuations
of the company were wild indeed
throughout the mid-1980s. Some-
times _people would make payments,
sometimes they wouldn't.”

In explaining the Clintons’ White-

water-related interest payments, the
lawyer said the Clintons made a
1978 interest payment of $10,131
to McDougal's Great Southern Land
Co, instead of directly to the two
banks where the couples borrowed
the money, because that's what
McDougal directed them to do.
N _McDougat “represented” to the
Zlintons that Great Southern would
hen pay the banks, he said. He felt
he deduction would still be consid-
red proper by the Internal Revenue
ervice, he added.

In fact, the lawyer said he didn't

think the Clintons would owe any
money to the IRS.

The earlier venture with McDougal
began in early 1977 when the Clintons
bought a five-acre lot for $2,850 and
sold it the next year for $5,000, 2
$2,150 profit.

In internal Resolution Trust Corp.
memoes released by Leach, the lead
investigator on McDougal's failed
Madison S&L said Whitewater added
to Madison's eventual losses because
McDougal was making unauthorized
loans that benefited his businesses and
his partners.

The investigator also has charged
that senior RTC officials wanted to
be able to say that Whitewater did
not cause a loss at Madison and that
she refused to distort her findings to

attorney April Breslaw on Feb. 2,
which Leach released Thursday.

In several interviews, Breslaw de-
nied that she said anyone in Wash-
ington favored a particular outcome.
Yesterday Leach said he has listened

72
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RTC Lawyer Drew
White House Ire

Clinton Aides Questioned Hiring

By Ruth Marcus
Washingion Post Staff Writer a‘

f& senior White House official in-
quired last month about removing a
prominent Republican hired by the
Resolution Trust Corp. to investi-
gate claims arising from the failure
of Madison Guaranty Savings &
ann. according to sources familiar
with the discussions.

The sources said senior White
House officials George Stephanopou-
los and Harold Ickes were alarmed
and outraged when they discovered in
late February that the RTC, an inde-
pendent regulatory agency, had hired
former federal prosecutor Jay B. Ste-
phens to handle possible civil suits
growing out of Madison. Stephens se-
verely criticized the Clinton adminis-
tration after he was fired as U.S. at-
torney for the District in March
1993.

The White House apparently
dropped the subject of reversing the
hiring of Stephens after being told by
Deputy Treasury Secretary Roger C.
Altman and Treasury chief of staff
Joshua Steiner that there was nothing
to be done about it.

But the alleged efforts—which the
White House officials say they do not
recall—to find out whether Stephens
could be replaced represents the first
indication the White House may have
actively attempted to affect the han-
dling of the politically sensitive inves-
tigation. One area of the RTC civil in-
vestigation concerns the potential
liability of the Rose Law Firm, includ-
ing former partner Hillary Rodham
Chruon, for its representation of Mad-

ison.

Senior White House officials raised

the issue of Stephens’s hiring in two

conversations with the Treasury offi-
See WHITEWATER, A5, Col 1
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cials on Feb. 25, just after discovering
Stephens had been retained.

Ickes, the deputy chief of staff, and
Stephanopoulos, Clinton’s senior ad-
viser, called Altman, who was also
serving as acting head of the RTC and
had just announced he would recuse
himself from the RTC's investigation
of Madison.

Ickes and Stephanopoulos were fu-
rious Altman had announced his recu-
sal without telling White House offi-
cials, The day before, Altman
revealed to the Senate Banking,
Housing and Urban Affairs Commit-
tee he had briefed senior White
House officials Feb. 2 about the Madi-
son case, and the White House had
spent much of the day defending the
propriety of the briefing and explain-
ing why Altman should not remove
himself from the Madison probe.

In the course of the conference call
with Altman, Ickes and Stephanopou-
los also raised the subject of Ste-
phens, asserting his hiring was an
“outrageous choice,” and asking, “Can
anything be done about it? Is it final*”
according to sources familiar with the
conversation. The sources were un-
certain whether it was Stephanopou-
los or Ickes who raised the subject.

Stephanopoulos also spoke with
Steiner, chief of staff to Treasury
Secretary Lloyd Bentsen and a friend
of Stephanopoulos since the 1988 Mi-
ch;el S. Dukakis presidential cam-
paign.

One source, describing Stephano-
poulos as “pretty fired up,” said the
White House aide asked Steiner
“whether that [Stephens's hiring| was
final, whether anything could be done
about it.” Steiner told him there was
nothing he could do.

said yesterday he
did not “remember exactly what was
said” during his conversation with
Steiner but that he “asked how Jay
Stephens came to be retained by the
RTC. I was puzzled and blew off
steam over the i of that de-
cision. . . . Once I got the facts from
Josh, that ended the matter as far as [
was concerned.”

Stephanopoulos said he did not re-
member asking Steiner whether the
decision could be reversed or discuss-
ing the issue with Altman.

Ickes's lawyer, Robert Bennett,
said, “Based on my inquiry, [ am satis-
fied that Mr. Ickes did not make that
statement, and he has no recollection
of making that statement.” -

In a statement last night, White
House Chief of Staff Thomas F.
“Mack” McLarty said, “Both Mr.
Stephanopoulos and Mr. Ickes have

told The Washington Post that they
have no recollection of asking anyone
to change the RTC's decision to re-
tain Mr. Stephens and his law firm, as
the Post is reporting. There is no sug-
gestion that any action was taken.

Mr. Stephens is continuing to conduct

his inquiry for the RTC.”

According to one source familiar

with the discussions, Altman was
“aghast” at the White House inquiry
about dismissing Stephens and imme-
diately went to Steiner to describe
the call from Ickes and Stephanopou-
los.

Steiner later related to Altman the

call he received from Stephanopoulos.
Steiner's reaction was, “something
like, ‘I can't believe these guys want
to fire this guy,’ " another source
said.

The White House perceives Ste-

phens, a Republican who served in

the Reagan and Bush administrations,
as a political adversary. He accused
the administration of interfering in his
probe of Rep. Dan Rostenkowski (D-
I1L.), when Attorney General Janet
Reno fired all Bush administration
U.S. attorneys last year, and had
weighed running for the U.S. Senate
from Virginia. “There was concern in
the White House because he is known
to be a highly partisan Republican
who put up a great fuss when he was
asked to resign, who was highly criti-
cal of being asked to resign, who con-
sidered running for office,” a senior
official said. “All of that raised con-
cerns at the White House because of
his partisanship.”™

Stephens is now a partner in the

Washington office of Pillshury, Madi-
son & Sutro, a law firm that has done
extensive work for the RTC, which
regularly hires outside lawyers to
pursue cases against lawyers, accoun-
tants and others who may have con-
tributed to the collapse of savings and
loans companies.

RTC officials said the Pillsbury
firm—with a team including Ste-
phens—was formally hired Feb. 24 to
pursue possible Madison civil claims,
but the firm actually was selected and
began work in early to mid-February,
before the engagement letter was
signed. Agency sources said the solic-
itation for the Madison case was put
out to three firms, and the hiring de-
cision was made by the legal division.

Stephens was considered a good

case in part because he had been a
prosecutor and the RTC wanted
someone who could coordinate with
special counsel Robert B: Fiske Jr. on
the criminal issues Fiske is investigat-
ing. The RTC is using the Pillsbury
firm in many cases against former
savings and loan officials, including its
civil case against Arizona Gov. ]. Fife
Symington and other former directors
of Southwest Savings and Loan.

is the lead attorney for
the RTC in its $20 million suit filed
this month against William L. Waldie,
former head of Virginia-based Trust-
bank Savings, which failed in 1991.

Staff writer Susan Schmidt
contributed to this report.
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CLINTONS’ INCOME AND TAXES

l ncome for Bill and Hillary Rodham Clinton jumped in 1979, because of profits made speculating in
cattle futures, and began to rise after 1985 as Hillary Clinton’s income from the Rose Law Firm and
directorship fees increased.

B ADIUSTED GROSS INCOME

BILL CLINTON
f
Tark, artorney' "First term as | Second through fourth terms as Ark. governor. Income: $35,000 a year
general Ark. governor
HILLARY RODHAM CLINTON
Massociate at Rose Law Firm ' | Partner at Rose; income peak of $203,972 in 1992
attle profits,

G
Whitewater land
investment

1977 19?8 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

In actual dollars . ..
The Clintons' 1979 income jump was reflected in an increase in federal taxes paid.

59,388
: 36,969 39,734 37,
7262 17680 25866 21497 30.196 23980 1g79; 30485 2. "
L = .

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

10,228

883 4793 49

| +..and as a percentage of adjusted gross income
The Clintons’ percentage of federal income tax paid over 1988-91 compares with an average of 19 to 24 percent
paid by couples eaming around $200,000, according to Treasury Department analysis of tax data.

25% 25% 26%

20% I22% 20% ‘i‘ ZI'”‘ 21%  s0% 21% 2I3"- 2I‘”"

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

SOURCES: Clinton tax retums, Treasury Depariment. Tax Foundation NOTE: Percentages ahe rounded.
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J.S. Completes Pullout From Somalia

beach stopped briefly, and its unit leader, Lt.

THE WAsHINGTON PosT

By Keith B. Richburg
Washmgton Prat Foregn Servace
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MOGADISHU, Somalia, March 25—The
commander of U.S, military forces in Somalia
this war-weary capital with his remaining
today, officially closing the book on the
U.S. expedition on this troubled conti-

if;

since World War I1.

g8

often-controversial 15-month mission
began with the Marines’ first live televised
amphibious landing officially ended here today
just before noon at the same seaside airport,
when a helicopter whisked Maj. Gen. Thomas
Montgomery and his remaining headquarters

Before leaving, Montgomery told a circle of
reporters that he thought the mission had seen
“some very great successes,” and he said
American troops “are very proud of what we
have done here.” He added: “I pray to God for
the Somali people. I pray that they will find a
way to raise themselves above this anarchy and
turmoil, and to build some kind of society based
on love, instead of based on the gun.”

strewn strip of sand known as Black Beach and
entered the warm blue waters for the short
journey back to the bellies of their waiting
ships. The last Marine vehicle to reach the

SaTurDaY, MARCH 26, 1994

Dave Wolcott, 24, of Newtown, Conn., called
out to reporters, “Last words? See you later!"

Wolcott said he believed the mission had
been successful, and then he advised the jour-
nalists at the beach: “1 suggest you get out of
here while you can.” He closed down the hatch,
and his vehicle wallowed into the surf.

More than 50 Marines are staying behind to
protect the small U.S. Embassy here, and an-
other dozen or so U.S. troops are serving in
mostly logistical and supply jobs in the United
Nations headquarters.

The American troops are also leaving behind
a country still poised between an elusive peace

See SOMALIA, A18,Col 1 l
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and renewed civil war. Feuding fac-
tion leaders claim to have reached
an eleventh-hour peace accord in
Kenya on the eve of the U.S. exit,
but skepticism remains that the pact
is any more valid than numerous
other U.N.-brokered peace accords
that have collapsed within days of
their signing.

In recent weeks, Mogadishu has
been beset by a surge in banditry
and looting that many here attribute
to a psychological perception that
the American departure opens a
window of opportunity for gun-toting
young thugs and unemployed militia-
men.

The job of imposing some kind of
security amid the chaos falls entirely
on a U.N. force comprising just
19,098 troops, almost exclusively
from Third World countries, primar-
ily Pakistan, India and Egypt.

“There is apprehension zbout
what might occur,” said Maj. Chris-
topher Budge of New Zealand.
“There could be a perceived idea by
elements outside the wire that we
have a lesser force to react,” he said.
“We expect a testing of the wire” by
Somali gunmen.

Montgomery, before departing,

he believed the remaining U.N.
forces were “more than capable of
taking care of themselves.”

Although today’s departure was
decidedly were no
speeches, no ceremo-
| and no Somalis at the gates to
say goodbye—it was nevertheless a
morning of cinematic drama, rich
with choreographed symbolism. A
fleet of a dozen helicopters lifted off
the runway in a swirl of dust and

1. Harrier jets roared across the
sky in a final show of American

Shortly before the final Marine
vehicle pushed off from Somali soil,
Marine Lt. Col. Dave Young of
Washington shook hands with his
Egyptian counterpart, Lt. Col. Mo-
hamed S. Aouda, and told him,
“Good luck in your mission here.”

best be described as incomplete.
“Nobody really cares that you've
done this,” he told them. But he said

wanted us to stay,” despite earlier,
strong anti-American propaganda
from a major Somali faction and
ily incideats involving Somal

gunmen firing at American troops.
night, a Marine sniper

carrying an M-16 assault rifle
shot when it appeared he was
to aim at the Marine.
with all the
exit,
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Two Somalis take a chair from Mogadishu's alrport after U.S. troops leave.
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Since President George Bush or-
dered more than 25,000 U.S. troops
to intervene in Somalia in December
1992 to help stop deaths from star-
vation, exacerbated by clan warfare,
30 Americans died in combat and
175 were wounded. There also were
six non-combat deaths, and seven
off the Kenyan coast in a crash this
month of an AC-130 Specter gun-
ship. In addition, about 68 U.N. sol-
diers were killed and 262 wounded,
according to U.N. figures, making
decades ago.

American and U.N. officials here
like to point out that this mission was
not about “peacemaking,” but was
rather “peace enforcement.” Ameri-
can and U.N. troops were acting un-
der a U.N. mandate called Chapter 7
that gave the soldiers broad leeway in
deciding when to use deadly force,
and granted them aggressive powers
to seek out-and disarm gunmen and
other troublemakers,

With American troops gone, larger
questions linger here about the les-
sons learned from this operation and
about the future of “peace enforce-
ment” operations. Many of the de-
parting Americans privately ex-
pressed frustration at the
cumbersome U,N.command-and-con-
trol system that allowed countries
contributing troops virtual veto pow-
er over certain military operations.

Montgomery, in his parting re-
marks, said, “We have a lot of work to
do with the U.N_, in terms of the U.N.
being able to do a Chapter 7 mission
in the future and to do it more effi-
ciently and better than we did here”



~ Calling Mr. Fiske

The battle lines have hardened and the stakes
have been raised. That much can be said of the
remarkable sequence of events on Thursday, in
which Representative Jim Leach all but accused
the Clinton Administration of obstructing justice
and Bill Clinton, in a nationally televised news
conference a few hours later, unequivocally denied
that he had done any such thing.

This can also be said: The truth about the
tangled mess known as Whitewater remains more
elusive than ever. Representative Newt Gingrich
.summed it up pretty well for the Republican critics:
Here we have two believable men making two

- equally plausible cases. And they disagree on just
*-about everything.

The gap between Mr. Leach’s charges and Mr.
Clinton’s responses is huge. That only strengthens
the need for the special prosecutor, Robert Fiske, to
vigorously pursue every new lead and for Congress,

_.at an appropriate time and in a way that will not
" interfere with Mr. Fiske, to hold hearings.
: One key question is whether any depositors’
-funds from Madison Guaranty, a failed Arkansas
savings and loan, were siphoned off to underwrite
~Mr. Clinton’s political career in Arkansas and/or
~prop up Whitewater, a speculative real estate ven-
‘‘ture that the Clintons owned in partnership with
- James McDougal, Madison's chairman. Mr. Leach
" said that “in all likelihood” some $70,000 was
‘skimmed from Madison accounts and funneled into
Whitewater and Mr. Clinton’s 1984 re-election cam-

gn.
To which Mr. Clinton replied: ““None of our

‘Somalia: An Accounting

- Except for 50 marines left behind to guard
' diplomatic buildings, the last American troops left
' Somalia yesterday. The humanitarian intervention
..that began in a burst of can-do confidence and
. prime-time publicity in the waning days of the Bush
Administration ends far more quietly and with
-decidedly mixed results,
-a Ambiguous endings make politicians and mili-
+.tary officers uncomfortable. No one any longer
wants to talk about Somalia as a prototype for post-
icold-war military action. Yet in a world full of
‘potential Somalias there are valuable lessons to be
" 'learned from this sobering experience.

The U.S. withdrawal will be completed within
. the five-month degdline set by President Clintan
-.after a deadly October firefight effectively ended
.domestic support for the Somalia mission. Waiting
.five months allowed the President to avoid the
+-appearance of panicky retreat. And by drastically
lowering the U.S. military profile, further American
. fatalities were limited.

! The phased U.S. retreat and U.N. efforts to coax
““faction leaders into a ‘*declaration of national rec-
- onciliation” pointing toward a future coalition gov-
* ernment creates an aura of orderly transition. But
few close observers are confident that will last.
. Other Western powers are also withdrawing their
troops, violence again threatens the streets and the
.latest agreement among clan leaders has yet to be

tested by the nasty details of power sharing.

In the perspective of the entire 15-month United
States Somalia mission, two main mistakes stand
out. The first was President Bush's initial premise
that it was a purely humanitarian intervention. It

“turns out there is no such thing. America's own
‘motives may have been purely humane. But if

- outside force was needed it was because an armed
local power struggle was already taking place.

Under such circumstances the odds were high

THE NEW YORK TIMES, SATURDAY, MA
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money was borrowed from savings and loans, and
we had nothing to do with the savings and loan.”

The second question is whether the Clinton
Administration has tried to obstruct Federal inves-
tigations into Madison. Mr. Leach produced docu-
ments that he said suggested the Administration
had done just that. The most dramatic was a memo
from a Federal investigator in Kansas City who
said her superiors in the Treasury Department had
asked her to get the Clintons *“off the hook” by
telling Mr. Fiske that there was no connection
between Madison and Whitewater.

Mr. Clinton suggested that this was little more
than a dispute between career Federal employees,
not involving the White House or its political ap-
pointees. When asked whether there had been im-
proper contacts between his staff and investigators,
he said: “l can tell you categorically 1 had no
knowledge of this and was not involved in it in any
Wﬂ]’."
Mr. Clinton’s qnly concession was that, through
an inadvertent goof, he had overstated his losses on
the Whitewater land deal by $22,000. Still, he and his
associates cling to the contention that the entire
Whitewater exercise was harmless because the
Clintons lost money, as if losing money on a deal
somehow proves the honesty of the deal.

The central issue, however, is whether Mr.
Clinton, as Governor, profited improperly from his
relationship with a banker he was supposed to
regulate and, as President, sought to cover that up.

Mr. Leach says, in effect, that he did both. Mr.
Clinton says he did not. Enter Mr. Fiske.

of getting caught in the middle — or worse, on one
side of the battle. The lesson is not necessarily to
stay out of all such conflicts, but to know what you
are getting into and that it will involve more than
handing out food to grateful children.

The second mistake took place under U.N.
command, not U.S., but flowed logically from Mr.
Bush's initial error. Through gross insensitivity to
Somali politics, the U.N. blundered into a military
confrontation with a major local warlord, Muham-
mad Farah Aidid. That battle raised the military
stakes beyond what member states were actually
prepared to support. The U.N. should have more
carefully limited its role to that of a neutral referee,
protecting civilians and nudging all sides toward
political agreement. That approach is now being
followed with some success by the current U.N.
special representative, Lansana Kouyate,

A scaling down of U.N. peacekeeping ambitions
reopens the question of American participation.
Mainly as a result of the Somalia experience, the
utopian multilateralism with which some Clinton-
ites started out last year has already been sharply
re-evaluated. Now there is a risk that Washington
could go too far the other way, shying away from
U.S. military participation in any U.N. peacekeep-
ing mission, however carefully conceived, however
clearly serving American interests.

One lesson of Somalia is that the U.N. should
now take a much harder look before leaping and
accept that some situations are simply too volatile
for successful peacekeeping. In others the U.N. may
decide to go ahead, but the U.S. may choose to stand
aside to avoid presenting too inviting or too provoc-
ative a target.

But there will be instances where America will
want to do its fair share, and in numbers sufficient
to protect its forces should they come under fire.
Somalia has been a hard but valuable learning
experience. There will come a time to put those
lessons to good use.
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Observer
RUSSELL BAKER

Ashes
In vV

Phoenix

The Democrats may be brain-dead,
but the Republicans are now entering
the Robespierre phase of their con-
servative revolution, which- means
the end is near for them (0o0.

After that we can all enjoy govern-
ment by PAC (shorthand for political
aclion committee), a system under
which gangs of the well-to-do, both
corporate and rich, pool money to buy
Congressmen.

People who are not well-to-do will
probably have to join the political
equivalent of those cockamamie “al-
liances” proposed in the Clinton
health-care bill to reduce the insur-
ance industry's power to punish the
sick, the infirm and the dying.

1 began to suspect the Republicans
were deep into Robespierre mode
when their last national convention,
with Ronald Reagan in the wings
waiting to go on, let Patrick Buchan-
an keep talking until prime time ran
out.

Here was an entire political party
on national television, and it had Rea-
gan, the greatest vote-getter since
Eisenhower, maybe since Franklin
Roosevell, waiting to speak to the
whole darn United States, and it kept
him waiting! And waiting and wait-
ing while a newspaper columnist
hogged every last minute of prime
time, and then some.

This, {riends, was evidence of a
political party with an an instinct for
the hearse.

There has been more since. Consid-
er the sudden rise to eminence of that
unreconstructed Texas dinosaur, Sen-
ator Phil Gramm, not just as chair-
man of the party's Senate campaign
committee, but also as a possible
Presidential candidate.

What Bella Abzug used to be to the
Democratic Party, Senator Gramm
is to the Republican; to wit, a power-

THE NEW YORK TIM

ful instrument for rousing the devout
and for terrifying the other 50 percent
of political humanity.

A Times story Thursday about the
cruel treatment being given former
senator Barry Goldwater makes it
ominously clear that the spirit of
Robespierre infests the party, mak-

- ing it ripe for cataclysm.

Goldwater is the father of Republi-
can conservatism. He fought the im-
possible campaign of 1964, took &
terrible beating from Lyndon John-
son, and in the process created a new
enthusiasm among Republicans for
what came to be called conservatism.

What fun Democrats had running
against him that year! His campaign
slogan was, “'In your heart you know
he's right."" Democrats scratched out
the word *“right” and wrote in
“‘nuts.”’

Now, 30 years later, the children of
his revolution are through with him.
They accuse him of being soft on
Clinton, soft on homosexuals, soft on

The Republican
revolution, in
Robespierre
mode, devours
its founder.

the abortion issue. Timothy Egan of
e Times reports they want his
taken off the Barry Goldwater
er in Phoenix, off the high school
n r Valley, the boulevard in
Scottsdale, the airport wing in Phoe-
nix, the engineering center at Arizona
State University.
In short, the true believers want
him made an unperson. &
Robespierre, of course, didn’t have
1o send the original makers of the
French Revolution to the guillotine.
Most of them had aiready been
chopped, or had fled the country, by
the time he came (0 pOWer.
In his zeal to preserve the Revolu-
tion’s purity, however, he used the
guillotine so tirelessly that eventually

E&SATURDAY. MARCH 126,

no one, not even his closest allies. felt
safe. Al tne end everyboay was su
scared of losing his head that Robes-
pierre was seized in 8 mass uUprising
of the terrified

His jaw was shattered, which made
it hard to plead his case, and before
he could do so they dispatched him
with a drop of the blade, and the
steam went out of the Revolution.
Revolutionaries who had survived
had lost the old zest for packing the
wmbrels with absolutely everyoné
suspected of deviating from the or-
thodoxy of the moment.

The Republican Party has for
many years now been loading its own
into the tumbrels. The offense: devi-
ation from the orthodox conservative
line. The habit began, ironically, at
the 1964 convention which nominated
Goldwater; conservatives who de-
spised Nelson Rockefeller made it
almost impossible for him to speak.

Since then there has been a long list
of distinguished Republicans shunted

| out of power positions in Congress
| and even discouraged from continu-
| ing in politics. Now it is Barry Gold-
| water's turn. The founder, kaput! The
1 end is surely nigh. O
L]
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Whitewater gets weird

National media:pain&flb}u

+ ANALYSIS ¢

BY JOHN BRUMMETT

Lemocsar-Gazetie 5030 Winle
ne national media Iit into Little Rock
lasl week. The portraval that emerged
from a seleclive reading was of a city
dominated by thugs and sinister conspira-
cies, By week's end, one would not have beer:

surprised to read something Jike (Lis:

iivn” real aome is Elvis Aron Bluthe, He
iapes secretly ra Little Rock. He hanps outon e

russy xnoll. He eluns m;t-ﬂ!ﬁu!%:’:m: argd
sets fives. Tiiree weeks ago he seeded *he clowis
‘o oreate ¢ rainstorm hat caused the fatal plane
ssash uf Herschel Fyiduy. He was prueﬂm!&t
wowerful end staster Litile Rock cabal made up
fthe Rose Law Fira, Worthen National Bank,
stephens Ine. and the governor's vffice. This
abai supports and protects Elvis and his half

brother, Bl C'!!ii‘!fm,'._{_; o AV L
All ihis is part of & Liitlé Roek-based piat 1o

overthrow the country. Years ago this cabal dis.

patched Elvis to introdace vock ‘v’ roll and
pelvic thrusts to the Americen public and de-
stroy the moral fiher of the youtk, the point of
which was to prepare the boby boom genera-
tzon tn accept Efvis' slick, phitandening heif
brother as its leader.

The purpose of the plot was to seize control
of the one hudustry that had long cvaded the
donungnce uf lewyers, bankers, politicians and
muestors — doctoving. . -

We're not sure how Hillary Rodham of sub-
wrban Chicago fits into ell thas, but this writer
is working under the influence of a concussion
after being mysteriousiy cold-cocked outside
the Legacy Hotel by o masked man who seid
“You're in a red zome Wooo pig sooie.”

B T |

It's all hased cn a seriesof " * *

s Eﬁriolitiks. Eccid.nls lnd ——— I_n;
. 24A ¢ SUNDAY, MARCH 27, 1984 tragedies. an examination of
- whicn follows: Actually, the amendment was

Weird

“- Continued from Page 1A

«+ investigations of brave journai- '
- 1818,
“ - The A
s gdhuubtu P:I basana republiz
- two-Dit ice staze.’ -
++ The day before, The Wol! 3
Street Journcl leginmate and re-
r.gpected except by those wac
* findits editorial page sopho- |
moric, published an editorzal |
telling the story of a nauonal r=>
perter who might have bean
kaocked out 13 Littie Rock. It
- bruught up allegz2tions =y a for-
- mer Miss Arkansas, It concluded
- that Arkansas ic “a conganitaliv
violen: place,” a charge that
+=ade Arkansans so mad they
wanted to ek The Wol! Stree:
Jowmcl’s behind [
The Wai! Streer Journai is
based in New York Cizy, waere
violence has been known w oc-

(Itrmight be instractive 4 this

editorial likeced

-

.'. Establishmert sources iz Lit- | Derrick Rose. a Finance Au-
woint to quote a headling 2p- tl= Rock say they have found ! thority official wiho soent ¢on-
pearing in a recent issue of Tne wore than 20 factual errors. For  siderapble ume with Davis. said.

Woshengon. Monahly: *1s the Jour.

nal’'s editorisl pags saei:-

shoeked or bas it simply lost it
"y

© All of the aforementioned
was repeated and hammered
two days runniag by the inim-
Ttable Rush Limbaugh. It was

# Qn the evening of Feb. 14
5t. Vilentine's Day. a writer
from New York City named LJ.
Davis, who wus working on &
piece for the highly respected
4 The New Bepublic about toe aco-

nomic and political culiure of

Lirtie Rock woke up face down

ie the fover of his rocm at the

Legacy Eotel, He had a knot on

his bead and 0o :lue what had

happened 1o um. None of his
money was missing.

He got the heck out of town.
Back in New York. his doctos
told hum the knct by his ear was
not inconsistent with a blow
from a seall, biunt cbject,

Davis #role & 8.000-word
Paece for The Naoww Repudlic that
appeared last week He says ne
ccmposed the article while suf-
fering the affects of » comcus-
sion. Many Arkamsans reaaiag

- his article can believe 1. There
were references to “Arkia Pe
treieum” and “Ray Bradbury,”
the latter apparenily Curt Brad.
bury, chairman of Worthen
Bank

example, Davis writes that Clin-
ton obliged the “financial plu-
tocracy™ of Little Rock. mainly
Stephens-Rose-Worthen, with 3
stroke of a pen by approving a
constitutional amendment to '
Saise the interest-rate ceiling,

IsjttleRock as acity of thugs s+

he preceding !s a joke: Every wor
s of it is made up. It is necessary |
make that elear because the pre
ceding is an enly shightly hyperbolic spe:

“of the things that were said and writte

lasl week about Little Rock and Arkansa
in the ilegitimate, quasi-legitimate, pure
ly legitimate and highly respested medi:

-The New York Post, a quasi-legitimat.
Rupert Murdoch tableid, published an ed

*itorial Thursday titled “Whitewater vi-

lence " The editorialist wroie, “We ar
not big vn conspiracy theories.” Then th.
wriler went on to suggest a conspiratoria
pattern of violence in 2nd around Littie
Rock by people protecling the presiden:
and the business-political establishment
of the city against the insurgent, intrepic

See WEIRD, Page 244

Davis told the Democrer- |
| Gezette last week that the last
thing he remembers is unlock-
oom 502 at the Legacy }'
about &30 p.m. Feb. 14 to dress

suverner
Azkansas

cial Bank

entercrise,

belabor the obvious.

phones b .

brought up Friday moming by |
Paula Zahn on the CBS Moraing
News.

raufied by a vete i the people.
requiring 2¢ Suternatoriai sig-
aature, waile Srapk White was.
The head 37 the
Bankers Assaciaton,
acvocating the amendmart, waé
Bili Bowen, who at the lime was |
a riva: of Siephens aad Wortaen
as chairmac of Firs: Commer-

Eszential !y.iaw.s' article de-
I i the St 5 e )

! :'n a-ﬁg::eseljr:l::hj:&t m | out, dut he said last week that
a pulines; that the
gﬁ&%ﬁ:ﬂm Stephens for | Pages bimself Nothing sub-
its susteaance. that Clinton, as
sovernar. obliged the Stephens
es wiea ke could. =ithough he,
according "o the srticlie. creat-
ed the Arkansas Development
Finance sutherity to serve the
interests of Dan Lasaterina
-ompeuag :nvastment cankiag  said

it is possible that if in::edd
someone hit Davis in the bead.
ta: assailant was someone with | offices of The New
2 low tolerance for writers who

“!would call him eccentric,”

“He dlan’'t want to stay at the
Capitol Hotel because he
thought the Stepaenses had the

Dawis saud a ughly placed 30v-
smment afficial had warned nm

: atesd of Lme o get 10 and oun of
Little Rock quickly because he |

for dinner. He woke up four
houss later inside the room, in
the foyer. face down on the cas.
pet, pointed toward the door.
His aerad hurt and his arm was
sprained.

_ He said he 2:édn't cail the pe~
lice or the hotel management
becausa he hadn't a elue whom
10 trust in the red zone.

He had previously beea quot- -
| edas sa}-in.g parts of four pages
of Bis aotebook had been tom

il

| it was possible he had torn the

Stantive was missing, he saud.
He said he later discovered that
| 2 1885 prospectus for Worthen
Bank was missing from his files.
| Was he saying someone took it
after knocking oim out” “I'm
saying it was mussing. sir,” he

Furthermore, Davis said that
after be had ransmitted by mo-
dem a third of his article to the
¢ Republ:e, he
received a mysterious phone
call at bis Manhattan home.
where be was working. The
caller, who had a “rich bari-
tone.” praised his work and said
that Davis would make
Lawrence Walsh. the Iran-Con-
! tra special prosecutor, look like
arank amateur. The caller also
said, "Seems w0 me you've got-
| 183 your bell rung toc many

B R T == ¢ Sy,

e

' = was "entering a red zone.”
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times."”

Davis said only three people
were supposed Lo have seen his
artiele because he had a hot ex-
clusive, or so he believed. Ile
suspeets the caller had already
read his computer (ransmission,
though nothing the caller said
indicated any speeific knowl-
edge, Davis offered no theory on
how someane in the Littlle Roek
financial plutocracy could in-
tereepl a telephone Lransmis-
gion from Manhatlan to Wash-
inglon, D.C.

* Late one night in Septem-
ber, Jerry L. arks, who owned
a securily guard company that
had sceured the Garetle Build-
ing while it was Clinton’s cam-
paign headquarters, was shot
dead in west Little Rock,

His demise has been a hot top-
ic on late-nightl call in radio
shows and in London tabloids.
He has been described as a
“menmber of Clinton’s security de-
tail,” though his company mere-
ly secured the entrances to the
Gazelle Building and Parks had
no personal aceess to Clinton.

Parks’ son has been quoted
as sayving his late father had
kepl a file on Clinton’s sexual
indiscretions and that his fa-
ther's home in rural Pulaski
County was burglavized shortly
before his murder, A check of
records at the Pulaski County
sherilf's department shows no
police yeport on o burglary, It
does show a report in Novem-
ber 1981 in which Parks report-
ed that a leen-aged-sounding

male voice threatened over the
telephone to kill his son, who st
the time was out of stale at Teen
Challenge.

s There was a brief fire

aboul a month ago on the 14th

floor of the Worthen National
Hank building.

The aforementioned 1..J.
Davis closed his opus in The
New Republic with this remark-
able innuendo: "Oh, and one
last thing; When Whilewaler
special prosecutor Robert Fiske
--who onee defended Clark
Clifford, the famed friend of
Juek Stephens’ old elient, BCCI
< arrived i Little Rock, some
thing strange happened.
Worthen Bank had a fire. Is this
a greal counlry, or whal?”

It is a great country that has
freedlom of the press, evea for
that kind of thing.

The fire was not in the bank’s
own offices, but in the bank's
building. It ocenrved in the of-
fices of the Peat Marwick ac-
counting firm on the 141h floor.
Peal Marwick had conducted
some nudils relevant to the
Madison Guaranty Suvings &
Loan Associalion.

Fire investigators determined
thut. the fire started in a space
heater, which ignited fax paper.
No docunients were destroyed,
company officials insist.

¢ Herschel Friday, leader of
a prominent law firm in town,
died “mysteriously” in a planc
crash, or 8o The New York Post
has stated and Rush Limbaugh
has repeated.

)

Friday was flying alone In his
own plane, lrying to land in bad
weather. It is commonly accept-
ed in Litlle Rock that there iy
nothing more to it.

« Sally Mitler Perdue, a for-
mer Miss Arkansas who once
called a news conference to
deny widely unheard rumors
that she was a lesbian (rumors
she subsequently endeavored to
dispel by alleging she’d had an
affair with Bill Clinton), said
she'd found a shotgun shell in
her vehicle, anid that once her
back window had been shat-
tered. She said she had received
threatening phone ealls.

The Wall Street Jowrnal em-
hraced her story in ils editorial
lusl week, including her specif
ic charge that a man named Iton
‘Fueker offered hey a federal joh
for her silence, Tucker's re-
sponse: “Sally Perdue is &
ake."

Bul she is not a lesbian,

* ok *k

Some of those maltters aren’t
funny, and none of them is fun-
ny to certaln eivie leaders,

Bill Bewen last week de-
clared the article in The New Re-
pablic “lhe worst thing I've ever
read." He declaved the edilori-
al in The Wall Street Journal “ub-
surd.” The editorial in The New
York Post, which he was in the
process of reading, eliciled whal
appeaved to he mumbled pro-
Fanily [le said it mwight be time
to shoot all the newspaper edi-
tors, which surely was a sareas-

tic reference to the charge of
congenital violence.

Bowen is concerned enough
Lo call a meeting, Ile plans to us-
semble Drake Keith of the
Greater Little Rock Chamber of
Commerce, Run Russell of Lhe
Arkansas State Chamber of
Commerce, Bill Cravens of Fiity
for the Future, Jim Pledger of
the state Finance and Adminis-
tration Departmenl and maybe
Dr, Rex Horne, pastor of Im-
manuel Baptist Church, 1o talk
ahout what kind of defense tae-
tie or counteroffensive can be
undertaken.

What concerns him most is
thut Arkansas will be shell-
shuzled by all the serutiny and
eriticism and therefore not try to
tuke advantage of its opportani-
ties. He wants the National Ad-
visory Board of First Commercial
Bank to endorse the opening of
a Washington office of state gov-

‘ernment to chase federal money,

primarily for research at colleges
and universities.
He said the Universitly of

Michigan at Ann Arbor gets 10 |
tinies the federal grants for re-.g

search that are bestowed on all{
the colleges and universitles in
Arkansas put logether, He said
that 34 states have such offices
in Washington; actually, Bill
Clinton opened one in his il)-fat-
ed first term and was so heavily
criticized that Frank White
closed it.

“We can get moving or we can
be Bubbas,” Bowen said.

Or a two-bit banana republic,

|

L RO e S Tt T

y Fg—

dand [ TP P




O

Arkansas Democrat ™8

Whitewater gets weird

National media: pamtffLijttle Rock as a-city of thugs

¢ ANALYSIS ¢
BY JOHN BRUMMETT

Demooar Gazsits Stafl Winter

ie national media lit into Little Rock
last week. The portraval that emerged
from a seleclive 1eading was of a city
dominated by thugs and sinister conspira-
cies, By week's end, one would not have been

surprised (o read something ike (Lis:
Elon’ recl aome s Elvis Aron Blythe. He
iswes secretly ia Little Rock. He hargs out on e
mrutsy knoll. He elubs et of-state veporters and
sets fives. Turee weeks ago he seeded the c!owia
to ereate ¢ romsiorn that caused the fatal plane
uﬂ' sh of Herschel Fyiduy. He was prutecting the
| awdd szster Lattle Rock cobal » up
Jf '?-e Kose Law Firm, Worthen National Bank,
Stephm: Ine. and the yovernor's effice. This
cabai suppoits and protects Elvis and his haif

brotker, Bii! Clinf

Aﬁlhasupmrfal:-&!e&mkwbasedplo.w

auerthrow the country. Yeass ago this cebal dis-

petched Elvis to intradace vock v roli and

pelvie thrusts to the American public and de-
stroy the moral fiker of the youtk, the point of
whick was 0 prepare the boby boom genere-
tion to accept Elvis' slick, philandering helf
brother as its leader.

The purpose of the plot was to seize control
ir}m one industry that had long cvaded the

aemgnee uf lgwyers, bmkm. politicians and
muestors — doctoving .

We're not sure how Hillery Rodham of sub-
wrban Ch:n.m fits into ell tus, buet this writer
is working under the mﬂuer:eeo;a concussion
after being mysterivusly cold-cocked outside
ihe Legacy Hotel by @ masked maw who seid,

of it is made up. It is necessary tc

make that clear because the pre.
“ceding is an cnly slightly hyperbolic speul
* of the things that were said and wriiten
lasl week about Little Rock and Arkansas
in the illegitimute, quasi-legitimate, pure-
ly legit:mate and highly respezted media.
‘The New York Post, a quasi-iegitimata
_Bupert Murdoch tabloid, published an ed-
*itorial Thursday titled “Whitewater vio-
lence " The editorialist wroie, “We are
ot big vt conspiracy theories.” Then the
wriler went on to suggest a conspiratorial
pattern of violence in and around Littie
Rock by people prutecling the president
and the business-political establishment
of the city against the insurgent, intrepid

The preceding !s a jc-ke Ever:.r word
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* Continuved frorm Page 14
+ investigations of brave journai-
- ists.
The editorial likeced
'~ Arkarsas to “a basana repubiic
- and two-bit police state.”
The day before The Wall
S‘Mimd.wama!nand re-

2 s ected except by those whe
nd its editorial page sopho- -

moric, published an ealtor:al
telling the story of a national >
porter who might have bean

' knocked out in Littie Rock. It

bruught up allegations 5y 2 for-
« mer Miss Arkansac. It concluded

- that Arkansas i< “a congenitaily

violen: place,” a charge ‘hat
“+msde Arkansans so mad they

. wantecl to kick The el Streer ;

< jourcl’s behind
The Wai! Streer Journa’ is
based in New York Ciwy, waere

violemce has been kown W 2¢- i

cur. \
(Tt:might be insnuctive 31 this |

pomt to quete a headline ap-
**pearing in a munl issue of The
7 Weshington Monthly: *1s e Jour-
T nal's editorizl page saeii-
"“shoeked or has 1t simply lost its

" mind?™
© All of the aforementioned
was repeated and hammered
two days runniag by the inim-
“Teable Rush Limbatgh. It was

brought up Frida¥ mominz by
Paula Zahn on the CBS Yoraing Y
News.

“You're ina red 2ome. Wooo pig sooe.”

RS T vy DR |

it's all hased cn a series of
euriosities. iccidents and
tragedies. an examination of
whizca foilows:

® Op the svening of Feb. 14
5t Velentine's Day, a writer
from New York City named LJ.
Davis. who was working on &
piece for the hlgh!:r raspected
Tru New Republee about the aco-
nemic and political culture of
Lartie Rock woke up face down
1L the foyer of his room at the
Legacy Eotel. He bad a knoton
hir head and 20 2lue what had
happened to him. Nogne of his
money was

He got the heck out of town.
Back ia New York, his doctor
told him the knct by his ear was
not inconsistent with a blow
from a small, biunt ctject,

Davis wrote & 8.000-word
Diece for The N Republic that
appeared last week He says e
ccaposed the article while suf-
fering the affects of 2 concus-
sion. Many Arkansans reaqiag

- hisarticle can believe it There

were references to "Arkia Pe
weieum” apnd "Ray Sradbury,”
the latter agparently Curt Brad-

bury, chairman of Worthen |
Pank.

Estzbiishmect sources :p Lit-
tle Rock say they have found
more than 20 factual errors. For
example, Davis writes thag Clin-
tont obligzed the “financial plu-
tocracy” of Little Rock. mainly
Stephens-Rose-Worthen. mm E]
stroke of a pen by approving a
eoastitutionsai amendment to

T2:se the interest-rate ceiling,

e e

Actaally, the amendment was

rau:fied by 2 vore i the people,
requiring ne gubernatortui sig-

-za.ure wc.:le :‘ram. Wtue was b

z(:\"Jr:ating '.:u- am&udn:e:t.
21l Bowen, who ot the time was
a riva: of Sieshens aad Wortaen
as chairmar of First Commer-
cial Bank

Essernallv. Danis’ article de-
termined that the Staphéens em-
pire dominates Little Rock in
business ard pulines: that the
Rose flrm is Sed to Stephens for
its susteaance: that Clinton., as
governor, obiiged e Stepbens-
es whea he could. zithough he,
according o the article, creat-
24 the Arkansis Development
Finance Autherity to serve the
interests of Dan Lasuter in a
*ompenag iovastment sankang
enterprise.

It is possible *hat if indeed
sozieone it Davis ia the head
tae assailant was sormeone with
z low tolerance for writers who
belabor the obvious.

“1 would call him eccentrie.”
Derrick Rose, a Finance Au-
thority fficial who soent con-
siderable tume with Davis, said.
“He dian't want to stay at the
Capitol Hotel because he
thought the Stephenses bad the
phones bugged.”

Davis said a hughly placed gov-

! zrmment official had warned him
X :-‘m of time 1o zet in and out of
Little Rock quickly because he
was “entering a red zone.'

I

See WEIRD, Page 244

Davis told the Democrer-
Gazette last week that the last
thing he remembers is unlock-
i0g Room 502 at the Legacy
about §:30 p.m, Feb, 14 to dress
for dinner. He woke up four
houss later inside the room, in
the foyer, face down on the cam
pet, pointed toward the door
His dead hurt and his arm was
sprained.

He said he didn't csil the pe-
lice or the hotel management

becauss be hadn't a clue whem

10 trust in the red zone.

Ee had previousiy been quot- -
parts of four pages

ed as sayi

| of bis notebook had been tom

out, but he said last week that

it was possible he had torn the

pages bimself Nothing sub-
staative was missing, he said.

. He said he later discovered that
. a 1985 prospectus for Worthen

| offices of The New Republ:

Bank was missing from his {iles.
Was he saving someone took it
after kmocking him out? “I'm
saving it was missing. sir,” he
sad

Furthermore, Davis said that
after he had ransmitted by mo-
dem a third of his article to the
¢, he
received a mysterious phone
call at bis Manhattan home,
where he was working. The
caller, who had a “rich bari-
tone.” praised his work and
that Davis would make
Lawrence Walsh. the Iran-Con-

' tra special prosecutor, look like

said

j

|

arank amateur. The caller also

! said, “Seems 10 me you've got-

| | tem your Lell rung toc many
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JEASHINGTON — m the
T""‘qu Eouse released 1977-79
tax returns for President Clin-

M said Friday. “You can do
m you want to with them.”

. process began ane-:h-
Fridey
stodying the forms,
P et (o cxparts s o i At
= !t ewing tho:e ‘who heiped \ﬂnu River in Marion County. to purchase the land, saying the ; D?[
euud-etht returns. The Clintons were partners in  $203.000 borrowed was the 111 gdd;
Questions remain about the Whitewater with James and Su- responsibility of the Clin- w B
ﬂmud tax liabilines of san McDougal. tons and McDo: 1 mly
-Whitewater, a 230-acre real es- The administration Friday The Clintons claim to have
ountlined the original loans used  lost $46,63% on the investment.

uu development along the
- & : ;i
S i il " e e = -_—-— e . - - e & * p g
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Whitewater financing |

Another question involves in-
terest deductions the Clintons
made on their 1978 tax forms.
There is a $10,131 interest ex-
pense listed to the Great South-
ern Land Co., a MecDougal-con-
trolled real estate venture.

Clinton aldes said Friday the
expense actually was a White-

water payment made ont to Great
Southern at McDongal's request.

The Clintons consistently have
maintained that their role in the
Whitewater investment was a
passive one. The president has
not said, though, if the $10,131

seemed

payment unnsual sinee
it was directed to a company oth-
Whitewater.

r than :

“All I can tell you is to the
best of my knowledge he was
honest in his dealings with me,”

* Cliaton said last week when
asked about M¢ L

‘Whitewaler loan loterest
ments were listed on the
tons' 1979 i

as paymen
cogpuus." That raised the

that checks wail tent

possibility
1o more than one MeDougal®on-

&Blled
e tax ;oms also clear]

#monm the financial win

fall the Clintons received from
Hillary Clinton's succersful
spec in cattle Mfutures in
the late 1! With advice from
James Blair, a 1 me.fxiend
who is now general counsel-for
Tyson Foods Inc. ot Springdale,
Hliltrr Clinton netted about

trading. .
Du.rl the 1992 presidegtial
camp , Bill Clinton repeat-
edly railed against what-he

c:ned the “excesses ofihe

ublicans now are
that .Chmuﬁbal:ig
a tice 5
B e o BT
ing 0u the B

As the

tion continues, Clinton un-
doubtedly will bave taface
!nore questions about [

.
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Pinching off the budding recovery

Guch. Now the painful part begins.

in the weeks immediately following the Fed-
eral Reserve's Feb. ¢ decision to pusk up inter-
2st rates, little changad for most Americans
Some stock and bond traders got hurt on Wall
Street, but-moest consomers were unruffled,

Now the pain of
nigher interest rates is
spreading to middie-

Refinancings decline -

lenders to cut monthly housing costs. Last
October, more than 60 percent of all mortgage
applications were from homeowners who
wantzd more cash in their pockets at the end of
the month. New only abeut 30 percent of all
applicants are refinancers.

» While mortgage rates
hit directly at hemeown-
| ers. the prime rate is

class families. lenders  Heraare the pe-centages of all | starting to hurt consum-
are passing dalong the mortgage applications that went ers indirecty. The inter-
nigher costsof money to  toward homa refinancirg. est rates on many

home buyers, credit-
card users and other

individuals. As a reswuis, 54.1%
the reccvery may slow ,
down significantiy this A

spring. %

Consider what the
Jump in anterest ratss
has dore o would-be
home buvers The 30-
year mortgage rate,
which hovered at 6.7
percent just six months

Percertages ore averages

47.2 48.1 473

are tied directly to the
| prime. For example,

many banks use the prime
' as a peg to set rates for
¢ credit cards, home equity
| loans and guto loans.
© Some szavers, such as
| retirees who depend on
. bank certificates of
| deposit for income, are
| benefiting from rising
interest rates. But the

!
!
|
. | consumer-oriented loans
|
I

' 344

ago, is ciimbing to 8 - Ich ! Jan. h’o “March® | great majority of families
) i ] 3 Feb. - i B

pent e Grober Wl IS T | e o

:a 's;&idm r:z.ongagé ;::r'“f‘hm':.* > :l ting squeez;d s

was 3665, At & parcent ce: Mortgage Bankers Assocition, | Their economic pinch

interast, the menthly
cost jumps to $733.

These higher rates already are hurting hovs-
ing. In February, szles of existing nomas fell
9.9 percent. While bad weather contributed w
the decline, rising rates were & big factor in
scaring off customers.

The higher rates also are prompting peopie
tc drop plars for refinancing mortgages. Last
year, owmners of existing homes flockad to

&t will slow the economy.
But of course, that's exactly what the Fed
wanted to accomplish by hiking rates. The the-
ory is that slower rrowth will prevent inflation
from heating up

Perhaps in the long run, the Fed's emphasis
on contzining inflation will prove to be wise.
But for now, the rise in interest rates isn't
much fun for Americans who were just begin-
ning to celebrate the recovery.
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How big is Whitewater?

In whitewater rafting, river rapids are clas-
sified by their degree of difficulty. Even a nov-
ice could paddle through a Class I rapid and
come out dry on the other side, bur Class VI
whitewater is so nasty it scares even the pros.

Or Thursday night, President Clinton tried
‘0 convince the country that his own particular
Whitewater is no worse than a Class II, and
that he will coast through it with rejative ease.
He gave every impression of believing that.

Congressional Republicans, however, pre-
dict a far rougher ride for the president, and
they want to make sure that the entire nation
gathers along the riverbank to watch, just in
case the president dumps it. In other words,
televised hearings seem inevitable.

There are actually *wo Whitewaters under
way. Whitewater the criminal probe, headed by
independent counsel Robert Fiske Jr., is qui-
atly proceeding as it should and must, and
whatever happens happens. In the end, it ought
to be the only Whitewater that matters.

But unti! Fiske issues his report, the country
will entertain itself with Whitewater the politi-
cal scandal. Fueled by innuendo and specula-
tion, the scandal won't resolve or prove
anything. But congressicnal Reputlicans, who
have been losing almost every policy debate ta
Clinten, are embracing the scandal like a
drowning person hugging a lifzjacket. They see
Whitewater as a way to change the subject and
gecupy the president's attention. Until
Thursday's adroitly managed press conference,
Clinror seemed to be oying to help them.

Most politicians, Republican or Democrat,
probably sympathize to a point with Clinton's
predicament, because they understand how
easily it could happen to them. They know
firsthand that power attracts opporturty, that
offers to invest in this or that business deal are
fairly common for politicians.

Some of those offers are perfectly legitimate;
scme are not. But when such a deal comes
along, people in public life have to ask them-
selves a series of important questions:

Am I being offered a sweetheart deal
because of my position? Is this person likely to
use our business relationship as an excuse to
seek inappropriate favors later? Is this the type
of person with whom I-should be involved in
business?

There's still much that's unknown about the
specifics of Whitewater. But if the Clintons
asked themselves those questions in 1977, they
came up with the wrong answers. It now seems
likely that James McDougal, the Clintons busi-
ness partner in Whitewater, may have been
using the real-estate venture as one of a series
of conduits for drawing money out of the Madi-
son Savings and Loan, which he owned. Crimi-
nal indictments against McDougal now seem
almost inevitable.

At best, the Clintons were guilty of poor
judgment 17 years ago in letting themselves get
drawn in with McDougal. But undl and unless
more damaging information comes out of
Fiske's probe, that's as critical as anybody can
responsibly be at this point.

02
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Family provides firmest foundation

It is a horrifying reality that roday's voung
people beat their friends, sometimes to death,
i 2 common gang initiation rite calied a
"beat-dﬁ\'ﬂ",."

[t is more horrifying to realize that their vie-
4ms ofter go alcng with it. That is apparently
what happened to i6-year-old Eddie Brown,
whio submitted to being beaten and pummeled
2nd stomped inro unconsciousness by six young
men, all sc he could join their gang. He
remains on life support at Dunwoody Medical
Center.

A poignant detail of Eddie Brown's life is
that he has a gift for drawing. It is a reminder
that talent can be found even in the kind of
young people society fears most — gang mem-
bers. But the most telling detail of Eddie's life
was also revealed in the newspaper story that
reporied his assault "Authorites cannot find
his parents."”

In two national poils released in the past
month, Americans have reflected a common-
ser.se understanding of the causes of youth vie-
lence, an understanding that nas eluded many
policy-makers. According to a poll released last
week by Parents Magazine, 81 percen: of
Americans say that adult attention to children
is the best way tc r=duce violence in sociery. In
z recent Hams Poll, Americans called “lack of

adult supervision™” the No. 1 cause of violence.
They ranked it ahead of handguns, television,
mowies, video games and TV news.

This is not difficult to understand. Children
lean by example. They learn from parents,
mentors and other adults in their lives who
care. And if there are nore who care, teenag-
ers, in partcular, hook up with any group that
makes them feel wanted, including gangs.

What is difficult te understand is why our
state and national leaders are willing to pump
millions intn the nnmichment of vouthful crime
and so little into its prevention. anauves such
as Gov. Zell Miller's plan to sentence 13-
year-old violent offenders to adult prison may
provide legislators more prison jobs for their
constituents. But they do nothing to stem the
tide of youthful violence.

The research is clear: Children learn vic-
ience first and foremost in their homes, not on
the streets. The influence of family is what
molds them. The child whose parents give him
the time and iove he needs is less likely to grow
inic & teenager who needs a gang.

Government efforts should focus on creanng
nealthy families. That's the way tc avoid the
tragedy of a comatose teenager lying alone in a
hospita! rogom, his parents' whersabouts
unknowrn.
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Clintons Release Tax Data
Showing Land Deal LOSSES _ir s o 1, on scomgas

Income Had Quadrupled; Inaccuracies Detailed

By JEFF GERTH

Al

Spectal 1o The New Yors Temes

WASHINGTON, March 15 — Bowing
to political pressure, Bill and Hillary
Rodham Clinton todey released tax re-
turns and other financial data that give
the clearest picture to date of how the
couple made and lost money early in
Mr. Clinton's political career.

The documents released today,
which include tax returns from 1977 w
1878, show that the couple nearly quad-
rupied their income in those years,
from 841,731 to $138,485 in 1979,

!lrl-th-n_iieo_u;lewhomm

parDeTs
Closing the gap between the Clin-
1ons’ bosses and those of the McDougals
lessened the effect of Whitewater and

Campaign aides said at the time that
& report prepared by the Clinions' per-
sonal sccountant put the couple's
Whitewaier loss ai aboui $43,000, the
figure which the White House now con-

That increase was largely attributa- | firms.

ble to commodity trades by Mrs Clin-|
ton, which were arranged with the help
of a lawyer for one of the state’s lead-
ing agricultural companies. |

The speculative tra
ted about $100,000 from October 1078 to
October 1979, is incompletely de-
scribed in the forms. The returns do not
show how much money, If any, was
initially invested, and a person familiar
with the returns who briefed reporters
today at the White House was unable to
provide a figure. Mrs. Clinton’s com-

modity trading was first reported by| "something

The New York Times on March 18,

Moreover, the documents show that
the Clintons provided inaccurate infor-
mation about a §20,000 bank loan and
that it led the Clinton Presidential cam-
paign to overstate significantly the
couple's losses in a real esiaie veniure.

President Clinton said on Thursday
that he had forgotten untll this week
that the 198] loan was to help his moth-
er buy a house and had nothing to do
with the real estate venture, known
the Whitewater Development Com;

| my. Mr. Clinton repaid the loan with
. check for 520,700 in 1982
Today's disclosures, which
made amid mounting political
| sure that the President and his wife
questions about Whitewater behin
them, may have weakened one of
Clintons' central defenses to
+ about Whitewater, a land
in the Ozark Mountains.

For two years, the Clinton's have
asserted they lost $68,800 on the deal, |
using the figure to refute charges that'l
their partner James B. McDougal had
covered a disproportionate gshare of the
losses. Mr. McDougal and his wife at
the time, Susan, were equal partners in
the venture, and the Clinton campaign
said they |ost $92,000,

Overdratis Permitted

Mr. McDougal was the owner of a
failed Arkansas savings and loan that
permitied sizable overdrafts in White-
water's checking account in the 1980's. |

A lawyer who oversaw a report on
the Clinton's finances and released by
the campaign in 1902 said in & letter
made public today that his report over-
stated the Clintons’ losses by $22.244, |
making the Clintons’ total loss mi
The lawyer, James M. Lyons, said the
error was caused, in part, to “inter-
views and statements by the Clintons.”*

Mr. Lyons' letter raises new ques-
tions about how Mr. and Mra. Clinton

Whitewater might have been a sweet-
heart deal in which the Clintons put up

Continued on Page 6, Column |

*The amount deducted was $11,749,
1Thess amounts Not deducted on ta NELEMS.

In his news conference on Thursday
Mr. Clinton
that Mr. Lyons' report was in error,
did not say how the campaign's ac-
countants had come to overstate his

Mr. Clinton said recent coverage of
Whitewater had prompted him
my brain® about a 1982

wgtant ; ¥
check for $20,700 that his top sides had
vehemently insisted was repayment of

ing that | had genuinely for-
gotten,'’ namely out a $20,000
loan in his name from Mr. McDougal's

Mr. McDougal, in interviews this
yeal, insisted Lhe $20,700 check was
unrelated o Whitewater.
sey, senior adviser 1o the President,

replied that Mr. McDougal was mistak- |

en, and thal the White House stood by
the Lyons report. Mr. Lyons said the
same earlier this manth.

The tax returns and other informa-
tion were made public soday at the

related interest But the per-
son did not that the couple
intended Lo pay any additional taxes in

5 among the documenis made public to-

Slar in A;'tll'l.lll politics, he and his

wife had few &
| year, their earnings had totaled only

$41.731, their tax return shows.

5. For the previous

by Partoers

tons ook out $203.000 in

for $183,000.
nrrhm months earlier, Mr. Mch;nl

the person who briefed reporiers to-

-¥|I couple was hoping for similar
good fortune with Whitewater, a ven-
ture tn which their cash investment
was only $500, sccording to 8 White-
water financial summary that was

day.

'gm: months after Mrs. Clinton
signed the loans for Whitewater, she
began trading in commo®ities, a risky
form of investment, which in her case
proved enormously profitable. In the
1978 rewurn, the couple showed net

are required 10 specify when the assets|
were and sold, and for how
much, the Clintons’ return does not do

0.
Reported on Tax Return

poried §72.436
as occurring in 1879, No other informa-
uon was included. |

It appears thal couple’s success inl
the commodities market was signifi-
cantly offset by their troubles in the
real estate vemure. After its first few
years, Whitewater did not sell land
quickly enough 10 make the interest
paymenis on the loan.

Between 1978 and 1980, the Chintons
appear to have borne their half of the
interes! costs, paying meore than
$42,000, which was deducted on their

ax returns.

But from 188] to 1984, years in which
‘Whitewater sold little land, the ven-
ture's income was far less than the
costs of the interest payments, a differ-
ence that was made up largely by Mr.
McDougal, records show, A w0
the accounting made public today by
the Clintons, the couple paid mly’ma

- iased s ol

in Whit
1881 o 1986,
Caleulating Losses

The person familiar with the Clin-
ton's tax returns said the couple never
received any dividends or disburse-
ments from Whitewater, which means
their $46,000 in payments were a loss.

Mr. McDougal, wha served briefly as
an aide to Govermor Chnton in 1978,
bought & state-regulated benk in 1960
and state-chartered savings and loan in
1982,

Mr. McDougal's savings and joan,
Madison Guaranty, allowed White-
water freguent, sizable overdrafts,
causing what Federal investigators lat-
er estimated was & loss 1o Madison of
at least §70,000.

L. Jean Lewis, an investigator for the
Resolution Trust Corporation who re-
viewed Whitewater's records in 1992

the Clintons must have known that Mr.
McDougal was carrying their share of

election. ?
Although Mr. Clinton was & rising imd.n;_murwumyurmn

the venture.

Investing in Whitewater
A summary of payments Bill and Hillary Clinton made 1o the
Whitewater Development Company.
YEAR TYPE OF PAYMENT AMOUNT
1978 Interest $10,130.58
1979 Intersst 11,752.82°
Interest 237.50
Capital contribution 500.00t
1980 Interest 4,350.00
. Interest 9,000.00
1981 Interest 243.82
1988 Interest 1,635.51
1087 Interest 2,561.33
19088 Interest 1,473.60
Real estate tax 1275.15 )
1988 Real estate tax 201.351
1980 Franchise tax 345.15t
Accountant's bill 2,839.241
TOTAL 46,635.75
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’Labor Dept. Agency Proposes Ban

On All Smoking in the Workplace
1

By KATHARINE SEELYE
Special to The New York Times

WASHINGTON, March 25 — With a
bill to ban smoking in wvirtually all
buildings in the country except private
homes temporarily stalled in Congress,
the Labor Department seems prepared
to do by regulation what the Congress
has not done by law.

The Occupational Safety and Health
Administration has proposed a rule to
ban smoking in the workplace, Labor
Secretary Robert_B. Reich announced
today. Of the more than 70 million
Americans who work indoors, OSHA
estimates that 21 million are exposed
to poor indoor air and millions of others
are exposed to secondhand tobacco
smoke.

"“OSHA has taken this action to pre-
vent thousands of heart disease deaths,
hundreds of lung cancer deaths, and
the respiratory diseases and other ail-
ments linked to these hazards' Mr.
Reich said.

According to the Environmental
Protection Agency and the Centers for
Disease Control, secondhand smoke
causes 3,000 deaths each year from
lung cancer, 150,000 to 300,000 cases of
bronchitis and pneumonia in young-
sters and asthma attacks in more than
twice that number, Secondhand smoke
has also been implicated in deaths
from heart disease and other forms of
cancer.

Threat of Nicotine Ban

The ban in the workplace would af-
fect fewer people than the proposed
legislative ban in all buildings, but it
would nonetheless apply to more than
six million indoor workplaces, from
offices to factories to restaurants. It
would cost businesses an estimated
$6.6 billion a year to comply with, the

yield $15 billion in annual benefits in

Labor Department said, but would |

Another Era of Prohibition?

The tobacco industry strenuously ob-
jected to today’'s anti-smoking pro-
nouncements, the latest in a persistent
! drumbeat against tobacco interests
echoing from state and local govern-
ments to restaurants, businesses,
many of which have banned smoking.

.Charles O. Whitley, a former Demo-
cratic Congressman from MNorth Caro-
lina and now a lobbyist for the Tobacco
Institute, said that banning nicotine in
cigarettes would amount to Prohibi-
tion.

“1f you take away from tobacco the
thing, one of the main qualities of to-
bacco, there’s not much left,” he said in
an interview. “That’s like advocating
alcohol-free spirits. Look at their mar-
kel share. It's not much of a market-
able product.” Nicotine, he said, "is a
natural part of tobacco and the tobacco
experience, and if you take it all out,
you totally change the character and
the nature and certainly the flavor and
the taste of a cigarette.”

Hazards Are Questioned

As for the ban on smoking in the
workplace, Brennan Dawson, a spokes-
woman for the Tobacco Institute, said
the institute would object to the regula-
tion because “the studies examining
smoking in the workplace, in 12 out of
14 cases, do not show an increased risk
for nonsmokers."

“In order to regulate any sub-
stance,”” she said, ""OSHA has an obli-
gation to demonstrate & significant
risk or hazard, and that has not been
done with environmental tobacco
smoke,” also known as secondhand
smoke. !

But James F. Foster, a spul.esmanl
for OSHA, said the agency was relying |
on numerous other studies that demon-
strated “in terms that courts have ac-
cepted that there is a substantial risk,
and we have also demonstrated that we
will substantially reduce that risk’ by

increased worker productivity, Mr.

Reich called the rule “part of the most,
ambitious standard-setting agenda in
OSHA history."

At the same time in a Congressional-
hearing room, Representative Henry
A. Waxman, Democrat of California,

said after an intense, four-hour hearing .

in which he' questioned several tobacco
lobbyists, that he might propose a ban
I on nicotine in cigarettes.

Although the tobacco lobbyists de-
nied that nicoune was addictive, Mr.
Waxman asserted that it was. During
the hearing, Dr. David A. Kessler, the

v

Commissioner of Food and Drugs, tes-
tified that one tobacco company, which
he would not identify, had suppressed
its own research that indicated that
nicotine was addictive in animal stud-
ies.

Banning nicotine, Mr. Waxman said,
is ““starting to look like it might well be
a reasonable way to deal with this
problem.”

Eliminating nicotine and thereby re-
moving the addictive property, he add-
ed, would allow those who wanted to
quit to do so and would provide more of
a choice to those who wanted to contin-
ue to smoke, rather than forcing them
1o continue by virtue of their addiction.

However, removing nicotine would
not necessarily reduce the health risks
associated with smoking.

Continued From Page 1

eliminating smoke. "*We believe firmly
it will meet the requiremnents’ adopted
by the United States Supreme Court in
a 1980 decision on benzene, he said.

Mr. Foster also said the regulation
was not as sweeping as the bill, now
stalled in Congress, that would ban
smoking in buildings entered by more
than 10 people a week.

““This regulation would apply to pri-
vate-sector employers everywhere,"
he said, “‘and to public-sector employ-
ers in the 25 states and territories,
including New York and Connecticut,
that have their own OSHA programs.”
But he said it would not apply to public
employees in New Jersey or in any of
the 32 other states or territories where
OSHA does not have jurisdiction.

Bullding Managers Object

“In New Jersey, employees in the
firehouse can sit around and smoke
because municipal, county and state
employees are not covered by us,” Mr.
. Foster said. ““But in New York or Con-
necticut, they can't.”

If 2 company allows sm L

 must provide a designated sm
area with outside ventilation.

The proposed regulation, which will
be entered in the Federal Register for
comment beginning March 28, will be
subject to numerous hearings and al-
most certainly would not go into effect
until at least next year.

. Apart from the Tobacco Institute,

the rule also met opposition today from
the Building Owners and Managers
Association International, whose 15,000
members represent more than half of
the available commercial real estate in
the United Stales.

“We're pleased they're addressing,
smoking,"” said Jim Dinegar, a lobbyist
for the group. “But they would have|
you believe people are dropping over at |
their desks."" He said the regulation put |
the burden on each building’s manage-!
ment rather than on attacking the;
source of the indoor air-guality prob-|
lem, which could be caused by carpets|
or copying machines.

At today's hearing on nicotine, Dr.
Kessler, the Food and Drug Commuis~
sioner, displayed copies of patents ob-
tained by tobacco companies that he
said showed they had the technology: to
manipulate the amount of nicotine in
cigarettes. But he emphasized that
these were merely patents and did not
indicate that the tobacco companies
had actually used such technology.

Dr. Kessler said he was looking to
Congress for guidance on how the Food
and Drug Administration might regu-
late tobacco, if it were classified as a
drug. “There are many issues we don't
fully understand” he said. ‘‘How
should nicotine be regulated? 1f we
lower it a little, people may smoke

| more cigareties."
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Clintons Release Tax Data |

Showing Land Deal Losses

Income Had Quadrupled; Inaccuracies Detailed

By JEFF GERTH H
Spacial 1o The New Yors Times

WASHINGTON, March 25 — Bowing " far jdss than the couple who were their
to political pressure, Bill and Hillary J.m
Rodham Clinton today released (ax re-
turns and other financial data that give ons' josses and those of the McDougals
the clearest picture to date of how the jesgened the effect of Whitewater and
couple made and lost money early In any mppearance that Mr. McDougal
Mr. Clinton's political career. was seeking to influence the Governor.
The documents released today,  Campaign aides said at the time that
which include tax returns from 1877 0 g report prepared by the Clintons' per-
1978, show that the couple nearly quad-| sonal sccountant put the couple's
rupled their income in those years,| whitewater loss al about $43.000, the
from $41,731 to $158,485 in 1078. figure which the White House now con-

the gap between the Clin-

That Increase was largely attributa-
ble to commeodity trades by Mrs Clin-
ton, which were arranged with the
of a lawyer for one of the state’s lead-
ing agricultural companies.

P i U

The speculative trading, which net-
ted about $100,000 from October 1978 1o
October 1878, is incompletely de-
scribed in the forms. The returns do not
show how much money, If any, was
initially invested, and a person familiar
with the returns who briefed reporters
today at the White House was unable 1o
provide & figure. Mrs. Clinton's com-
modity trading was first reported
The New York Times on March 18

Moreover, the documents show that
the Clintons provided inaccurate infor-
mation about a $20,000 bank loan and
that It led the Clinton Presidential cam-

paign to overstate significantly the| sey,

couple’s losses in a real estate venture.

President Clinton said on Thursday
that he had forgotten until this week
that the 1981 loan was to help his moth-

firms.

' In his news conference on Thursday
evening, Mr. Clinton acknow

that Mr. Lyons’ report was in error, but
| did not say how the campaign's ac-
countants had come to overstate his
Whitewater losses by roughly 50 per-
cent

Mr. Clinton said recent coverage of

Whitewater had prompted him to
“start racking my brain"' about a 1982
check for £20,700 that his top aides had
vehemently insisted was repayment of
& Whitewater-related loan. According
to Mr. Clinton, the process of “faci-
| checking™ of his lale mother's
autoblography him to remember

by | “‘'something that | had mmm]; for-

ﬂren.';mumly 'u w‘:‘c a
n in his name from Mr. s
" bank to help his mother nwhuu

Mr  McDougal, in interviews this
year, insisted the $20,700 check was
unrelated to Whitewater. Bruce Lind-

, senior adviser to the President,
replied that Mr. Mc! | was mistak-
en, and that the White House stood by
the Lyons report. Mr. Lyons said the
same earlier this month.

tax returns and other informa-

The
er buy a house and had nothing to do public woday at the
with the real estate venture, known as l‘l?hnn:;m‘;m Kendall, the Clin-

the Whitewater Development Compa
| my. Mr. Clinton repaid the loan with
i check for $20,700 in 1982,
Today's disclosures, which we
made amid mounting political pre
| sure that the President and his wife
| about Whi behini
| them, may have weakened one of
| Clintons’ central defenses (0 questi
about Whitewater, a land developmen
in the Ozark Mountains.
For two years, the Clinton's have

star in Arkansas politics, he and his

wile few | 5. For the previous
r, their earnings had totaled only

ﬁ:‘.m. their Lax return shows.

Borrowing by Partners
In August of 1978, the Mc Is
and the Clintons ook oul $203.000 in
Joans to purchase land in the Ozarks.
All four signed the biggest morigage,
for $183,000.

W,
fortune with Whitewater, a ven-

day.

;‘\vn months after Mrs. Clinton
signed the loans for Whitewater, she
began trading in commodities, a risky
form of investment, which in her uu:

ed enormously profitable. In

?;g; return, the couple showed net
gains of $26541. Although uxp-yersl
are required to specify when the assets
were bought and sold, and for how
much, the Clintons’ return does not do
s0.

Reported on Tax Return

The following year, the couple re-
poried $72,436, trades were listed
as occurring in 1979. No other informa-
tion was included. _

It appears that le's success in
the commodities market was signifi-
cantly offset by their troubles in the
real estate vemture. After us first few
years, Whitewater did not sell land
quickly enough to make the inlerest
payments on the loan.

Between 1978 and 1980, the Clintons
appear to have borne their halfl of the
interest costs, payi more than
$42,000, which was deducted on their
lax returns.

But from 1981 1o 1984, years in which
Whitewater sold little land, the ven-
wre's income was far less than lhe
costs of the interest payments, a differ-
ence that was made up largely by Mr.
McDougal, records show. According to
the accounting made public today by
the Clintons, the couple paid only $243

o from
tons’ persomal lawyer said the in Wh r-related interest
was “in thespirit of full disclosure and 1981 to 1986.
openness.” Calculating Losses
Ala wmwm The person familiar with the Clin-
familiar with the tax returns there oo iax returns said the couple never
was incomplete tion and docu- . oived any dividends or disburse-

| taken by the Clintons for Whitewater-
| related interest payments. But the per-
son did not that the couple
| intended to pay any additional taxes in
connection with those deductions.

The business ventures whose details

asseried they lost $68,800 on the deal,|| were amplified in the disclosures today
using the figure to refute charges that'| were two of the largest investments of
their partner James B. McDougal had ' the Clintons’ lives. Both Whitewater
covered a disproportionate share of the and the commodity trading arose in
losses. Mr. McDougal and his wife at 1978 after Mr. Clinton secured the
the time, Susan, were equal partners in De:
the venture, and the Clinton campaign
said they lost $52,000.
Overdralts Permitted

Mr. McDougal was the owner of a
failed Arkansas savings and loan that
permitted sizable overdrafts in White-
water's checking account in the 1880's.

A lawyer who oversaw a report on
the Clinton's finances and released by
the campaign in 1982 said in a letier
made public today that his report over-

on favorite so prevail in the general
election.

Whitewater Development Company.

stated the Clintons’ losses by $22,244, ) YEAR TYPE OF PAYMENT AMOUNT
making the Clintons' total loss mm‘
The lawyer, James M. Lyons, said the 1978 : Interest $10,130.58
error was caused, in part, to “inter-
views and statements by the Clintons."” 1970 Iinterest 1,752.52°
Mr. Lyons' letter raises new gues- Imerest 237.50
tions about how Mr. and Mrs. Clinton Capital contribution 500.001
;ponded in 1892 to p ity damag-
ing news accounts suggesting thar 1980 Interest :ﬁg
Whitewater might have been a sweet- Interest ,000.
heart deal in which the Clintons put up 1981 Interest 243 82
Continued on Page 6, Column 1 i 1986 Interest 1,83551
Interest 1.33
*The amount deducted was $11,748. o f':nm
1988 Interest v
1These amounts not deductad on tax retums. Real estate tax 127515 f-j
1989 Real estate tax 291.35¢ 7
1990 Franchise tax 345.15%
Accountant's bill 2,830.241
TOTAL 46,635.75

ments from Whitewater, which means

their $46,000 in payments were a loss,
Mr. McDougal, who served briefly as

an aide to Governor 2:1-:mkin Ili::e

bought a state-regulat ank

and state-chartered savings and loan in

1982,

Mr. McDougal's savings and loan,
Madison Guaranty, allowed White-
water frequent, sizable overdrafis,
causing what Federal investigators lat-
er estimated was a loss to Madison of
at least $70,000.

L. Jean Lewis, an investigator for the:
Resolution Trust Corporation who re-
viewed Whitewater's records in 1992

Although Mr. Clinton was a rising 'anﬂ 1993, argue¢ earlier this year that

the Clintons must have known that Mr.
McDougal was carrying their share of
the venture.

investing in Whitewater
A summary of payments Bill and Hillary Clinton made 1o the
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Presidential talent in thi

resident Clinton's prime-
time news conference on
Thursday evening was the

42nd president at his best —
cool, calm, downright slick. But the
appearance probably came too late,
with his administration deciding
early on after his election in 1992
not to engage much in such appear-
ances. Had the president pursued
this approach with the press regu-
larly, he might have been able to cut
the Whitewater mess off at the pass.
‘Tho bad he didn't understand the
critical history of regular full-press
conferences, which began 81 years
ago when Woodrow Wilson took
reporters to task for prying into the
private lives of his three daughters.

On March 15, 1913, eleven days
after his inauguration, Wilson
urged newsmen to concentrate on
significant public matters rather
than private lives. "I feel that a
large part of the success of public
affairs depends on the newspaper
men — not so much the editorial
writers, because we can live down
what they say, as upon the news
writers, because the news is the
atmosphere of public affairs.
Unless you get the right setting to
affairs — disperse the rl[;ht impres-
sion — things go wrong.”

A year later, Wilson was not so
diplomatic as he met with
reporters. "1 am a public character
for the time being," he said with
what his wife described as fiery
eyes, "but the ladies of my house-
hold are not servants of the gov-
ernment and they are not public
characters. 1 deeply resent the
treatment they are receiving at the
hands of newspapers at this time.
... It is a violation of my own
impulses even to speak of these
things, but my oldest daughter is
constantly represented as being
engaged to this, that or the other
man in different parts of the coun-
try, in some instances to men she
has never met in her life"

When World War I broke out,
Wilson's news conferences stressed
public issues that would typify con-
temporary ones, except that

eye Washington Times  stNDAY. MARCH 27, 1994
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Wilson's stern and professional

ing off-the-record and nd
data. In spite of mew
owners toward

manner usually ﬂ'ishlenad
reporters into a submissive pos-
ture.

President Warren Harding, him-
self & newspaper man, continued
the precedent, with twice-weekly
conferences. Ground rules required
correspondents to submit questions
in advance. Calvin "Silent Cal”
Coolidge followed Harding's policy
and established another precedent
by standing up to address reporters.
Not surprisingly, Coolidge’s
responses reflected the taciturn
nature of his disposition, causing
newsmen no little anguish. But
Coolidge thought he had won their
hearts. 1 shall always remember,”
he recalled later, “that at the con-
clusion of the first regular confer-
ence | held with them at the White
House they broke into hearty
applause. !buppose that in answer-
ing their guestions I had been for-
tunate enough to tell them what
they wanted to know in such a way
that they could make use of it

Herbert Hoover gave reporters
the hope for “further development
of these [news] conferences,” but
the hope never materialized
Hoover's news conferences actual-
Iy decreased from 23 in 1929-30 to
12 by 1932-33 as the number of
White House statements released to
the press tripled during these same
years. After his defeat by Franklin
Roosevelt on November 8, 1932,
Hoover called a press conference
for November 18. When the date
and time came, it was cancelled
without explanation. Rescheduled
for November 22, it was also can-
celled without explanation. From a
newsman's point-of-view, Hoover's
relations with the press were the
warst in the history of presidential
news conferences.

His successor's, Franklin Roo-
sevell’s, were unguestionably the
best. During his twelve years in
office, FDR held a record 998 news
conferences, averaging two per
week. He canned the reguirement
of receiving questions in advance
but set other ground rules regard-

sevelt correspondents were over-
whelmingly supportive of his craft
in news conferences. Said colum-
nist Heywood Broun, “Franklin

Roosevelt is the best newspaper
man who has ever been President of
the United States."

The general trend after Roosevelt

was for presidents to have fewer
news conferences. Harry S. Tru-
man in seven years had 324 or an
average of about one per week. Con-
ferences were frequent, however,
during times of crises, as for exam-
ple during the outbreak of the Kore-
an War in June 1950. They were
sometimes very short, less than 15

minutes, in contrast to Roosevelt's
that ran three to four times longer.

Truman’s last news conference, on
January 15, 1953, lasted 38 minutes.

In recent decades presidential
news conferences have been far
fewer in number, averaging seven
per year during Richard Nixon's

With Dwight Eisenhower came
televised. news conferences and a
President who seemed enormously
uncomfortable in the glare of TV
lights and reporters’ guestions. His
news conferences, which totaled
190, were held about every two
weeks. President John F. Kennedy's
news conferences totaled 63 in 34
months, an average lower than Tke's,
Lyndon Johnson’s increased dra-
matically in his first six months in
office (26) and were conspicuous for
their location —almost every-
where,” said one columnist, “except
in Lincoln's bed and underwater.

istration, about six during
Ronald Reagan's. President George
Bush's informal gatherings with
newsmen on a regular basis may be
the 41st President's unique contri-
bution to the history of the institu-
tion, but they appear, in retrospect,
to have been no substitute for for-
mal, prime-time conferences — a
lesson, ironically, that even his suc-
cessor may not have learned as
well,

Thomas V. DiBacco is a histori-
an at the American Uﬂwersuy
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Haiti policy’s undesired results

f at first you dont succeed,
repeat the same mistake all
over again.

That, most unfortunately,
seems to be the Clinton ini
tration's no-win policy on restor-
ing democracy to Haiti.

Ever since the nation's thuggish
army exiled President Jean-
Bertrand Aristide in September
1991, the United States and the
United Nations have relied on eco-
nomic sanctions to return him to
office. '

Apparently, no one reads his-
tory: Sanctions rarely bother dic-
tators; they only crush poor people
unlucky enough to live under
them.

Recent examples of despots
successfully defying international
embargoes include Iraq’s Saddam
Hussein, Serbia’s Milo-
sevic and Lt. Gen. Raoul Cedras,
the resident goon in Port-au-
Prince.

Under an agreement brokered
by Washington and the UN. last
July, Haiti's army commanders
were to retire and Mr. Aristide was
to resume his presidency. As ex-
pected by pjany, the junta reneged.
It simply hiad grown too fond of its

and wealth

power .
So the international community
— ahem — got tough. It broadened
the sanctions to include oil, which
was to bring the military to its
knees in a matter of weeks.
Instead, Cedras & Co. organ-
ized massive smuggling of gas-
oline and diesel fuel from the
neighboring Dominican Republic.
They are selling the stuff for seven
times what they pay for it, and the
soldiers and their business allies
now are filthy rich and determined
to keep the scam going.
Incidentally, the Dominican
government insists it is observing
the U.N. embargo, which is not the
first case of blatant hypocrisy in
international affairs. )
Enter the State Department.
Last month, it claimed that a group
of Haitian lawmakers had drafted
a new plan: Gen. Cedras was to

While the noble
embargo mindlessly
grinds on, Haitians
are deprived of work,
income, transport,
medicine and food. In
what was the
hemisphere’s

poorest country

even before
sanctions, babies are
starving.

retire (again), and Mr. Aristide
was D name a prime minister who
would prepare for his return.

In fact, the plan was concocted
by the State Department, which
flew the alleged Haitian authors to
Washington at taxpayer expense.
And it was worse than the July
scheme. It set no date for Mr. Aris-
tide’s return, and it left in place the
whole junta, except Gen. Cedras.
These sweeties would dominate
the new government, as they do
the current one.

Unsurprisingly, Mr. Aristide
balked. For this, he was denounced
by President Clinton on down as
“intransigent.” The victim became
the culprit. The CIA repeated its
rumors that the Roman Catholic
priest-president was mentally un-
stable and a leftist.

It hardly occurred to the Ames-
less CIA that Mr. Aristide’s head
was not really its business: He had
been chosen president in 1990
with 67 percent of the vote in Hai-
ti's first honest election.

While the spooks, the State De-
partment, the White House, the
UN. and the boodlers in Port-au-

Jean Bertrand
Aristide

Prince play their cynical games,
paramilitary death squads are
murdering suspected Aristide
supporters, mutilating their bod-
ies and ing their Eome.&

And while noble embargo
mindlessly grinds on, Haitians are
deprived of work, income, trans-
port, medicine and food. In what
was the hemisphere's poorest
country even before sanctions, ba-

The tragedy will not last much
longer. Mr. Clinton has come under
pressure by key. allies — the Con-
gressional Black Caucus;_reli-

try or get rid of Port-au-Prince
Junta. s Ui

Interestingly, the . is
mmw%
a lobby that detests the dictator-
ship in Haiti but not the one in
nearby Cuba.

B.J. Cutler is foreign afidirs col-
umnist for Scripps Howard News

Service
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Dissimilarities, .

gadflies who have the

attention spans of gnats in heat,

Republicans are gleeful over
the latest indications that White-
water may be, at least in part, about
income taxes.

Indeed, some conservative talk-
ing heads are making dire Son of
Watergate predictions now that Bill
and Hillary Clinton are no longer
dismissing out of hand suggestions
that they may have deducted too
much, paid too little, and owe back
taxes for their years back in
Arkansas. Once the Clintons’ stan-
thadardlh“ermmwmr line used to lainbe

at there was nothing to explai
because the facts speak for them-
selves (and Whitewater was just a
bad real estate deal). Now from
Mrs. Clinton comes a fresh expla-
nation: Not only were the facts not
self-explanatory, they were perhaps
not even known to the Clintons
themsel

n Washington, a city of political
I - -

ves.

Asked by Time magazine
whether the Clintons might have
overdeducted for Whitewater loss-
es on their income taxes, Mrs. Clin-
ton said:

“Well, we don't know. ... We are
only able to act on the knowledge
we had at the time. But there were
activities that we didn't know any-
thing about that have only recently
been brought to our attention. And
as we gather more information, we
will act appropriately.”

But hold /your elephants' The
prospect ofitax troubles for the
Clintons ought not touch off a stam-
pede of Republicans trumpeting
Wate comparisons. Not even if
it involved two smart Yale lawyers
down in Arkansas being too clever
by half. For those Grand Old Party
pachyderms, being famed for their
memories, surely remember histo-
ry’s still-recent lesson of real tax
chicanery — committed by asitting
president.

Recall the true depths of tax
deception of the highest order: Just
two decades ago, a sitting presi-
dent was discovered to have owed
nearly $500,000 in back taxes for
three years. It seems that, while
sitting in the Oval Office, he had
avoided paying all but a token
amount of federal income taxes —

| The prospect of tax
| troubles for the
. Clintons ought not

 touch off a stampede of
Republicans

- trumpeting Watergate

| comparisons. Not even
if it involved two smart

- Yale lawyers down in

| Arkansas being too

' clever by half.

| thanks to a backdated deed with

which he certified the donation of
his pre-presidential papers to the
public.

That backdating of the deed
made it appear that he had gotten
in under the wire, beating the dead-
line of a tax reform law that was to
have ended forever this type of tax
deduction. By claiming the deduc-
tion on his tax forms, this president
paid a paltry $792.81 in federal
taxes for one entire year, and
$878.03 the next year. That means
the president paid less in.federal
income taxes than virtually any
barber, carpenter, schoolteacher or
shoe clerk in the United States.

That president was Richard
Nixon. In April 1974, the Joint Con-
gressional Committee on Internal
Revenue Taxation released a staff
report that concluded that Mr.
Nixon — who had told a press con-
ference on June 22, 1972, “In law
school, I majored in tax law" —
owed almost $500,000 in back taxes
and interest. After that, Mr. Nixon
paid $248,000 in back taxes, but did
not pay his 1969 tax deficiency
because the statute of limitations
had expired.

That backdated date on his deed
of donation was April 21, 1969 —
which happened to be the very day
on which, fram his desk in the Oval
Office, President Nixon sent Con-
gress a special message calling for

major tax reform. )

“Reform of our federal income
tax system is long overdue” Mr.
Nixon wrote to the Congress. “Spe-
cial preferences in the law permit
far too many Americans to pay less
than their fair share of taxes. Too
many other Americans bear too
much of the tax burden.”

That point of presidential histo-
ry adds a lesson that should not be
forgotten by the pols, the press, and
the people as we sort our way
through the current controversy.
Whitewater may prove to be many
malevolent things. But by whatev-
er measurement — criminality,
coverup, or chutzpa — Whitewater
is not Watergate.

At this point in time.

Martin Schram is a nationally
syndicated columnist.
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How wide should the doot
be opened’

rom amidst the cacophony
of discordant immugration
proposals. one hears the
emergence of some sim-
ple truths. )

First, we now know that immi-
gration is costing somebody, or
some people. a lot of money.
Whether its hundreds of millions
or billions (the studies never seem
to agree), it's clear that immigra-
tion is not a self-financing prop-
osition.

State taxpavers in California,
Florida, New York. Illinois. New
Jersey, Maryland. Virginia, the
District of Columbia and Texas are
demanding action.

Second, it's clear immigration
is now a political issue of some
potency. Polls indicated most
Americans generally oppose im-
migration, if for no other reason
than they think immigration is
needless. Some 1s OK, they say, but
only as long as there are no notice-
able ill effects.

Bur all that changed in the face
of Haitian boats. the World Trade
Center bombing. Chinese boats.
international 1mmigrant-smug-
gling and crime svndicates, per-
sistent illegal immigration from
Mexico, and high profile tales of
immigrant-related welfare ripoffs.

Now a public consensus has
emerged: Let's hold off on more
immgrator. If immigration 1s
costing money and creating other
problems, why not just give the
country a break trnm immigration
for a while? )

So far. the political leadership
in this country has failed to grasp
this whole analysis Most Demo-
crats and Republicans have sug-
gested either beefing up the Bor-
der Patrol or cutting benefits for
illegal immigrants. Within these
two broad strategies is an array of
often inconsistent ideas to "defuse
immigrant bashing.” as it's often
called.

The admimistration's “border
enhancement plan.” for example,
includes measures to accelerate
naturalization ceremonies This
noble-sounding initiative to create
more citizens will actually pro-
duce longer backlogs for waiting

relatives (now at 4 million) and
only increase future pressures for
illegal immigration

Eventually, political leaders
will have to face facts Immugra-
nion is costing money Rather than
cut off wellare to immigrants. or
rubberstamp more apphivations
Congress and the president need
e thank atwed? cutting the numiber
af immugrants That = reallv what
the public wants And it 1s prob-
ably onlv a matter of time before
most politicians figure this out

Unfortunately, the curremnt laws
take us in exactiv the wrong direc-
tion. Under the national leader-
ship of Sen Edward Kennedv,
Massachusetts Democrat, who as
chairman of the Senate Immigra-
tion Subcormr r dac

ades maintained central control
over the direction of America’s im-
migration laws, immigration lev-
els are only going 10 increase.

Based on current projections of
temporary and permanent immi-
gration, new labor market en-
trants are likely to exceed avail-
able jobs by more than 8 million in
the next 10 years. This cannot be
allowed to happen. We need a
pause in immigration for a while.

Now don't get me wrong. To re-
duce immigration, or provide a
moratorium or time out, is not to
suggest that many immigrants do
not become hard-working, model
citizens. It simply means the coun-
trv needs a break to absorb and
handle its critical social and inter-
nal problems, and clean up its af-
fairs to face the 21st century. It
needs to strengthen its national in-
stitutions, civilization and culture
to withstand the future stresses
and strains likely to emerge later
this decade.

We've had such immigration

breaks in the past. In the early
19th century, and for a good part
of the 20th, we've enjoyed sus-
tained periods of verv low immi-
gration. And the truth is that sus-
tained pauses have been good for
the country and especially good
for recent immigrants.

Former Colorado Gov. Richard
Lamm once observed that “One
common fatal mistake runs
throughout the history of civiliza-
tions: they think of themselves as
immortal. This is folly. Great civi-
lizations clearly cannot be apa-
thetically presumed to be immor-
tal, or 1o have God on their side.
This may not be popular, but it is
reality. Better a sad truth than a
pleasant lie"

A few in Congress have already
figured this out. Despite feeling
that it would be wonderful to take
anvone who wants 1o come here.
they are facing the sad truth that
we need to Limit immigration sig-
nificantly to preserve the nation.

Sen. Harry Reid, Nevada Dem-

O ey T

ocrat, has come forward with a
comprehensive bill, and there is a
companion bill in the House, that
would cut immigration to 350,000
a year Rep. Bob Stump. Arizona
Republican, has an immigration
moratorium bill this Congress and
it already has 61 co-sponsors.

So things are beginning to hap-
pen. But for the most part, the dis-
cordant noise of a bewildered and
perplexed national leadership is
still drowning out the tough truths
needed for a brighter future.
While the immigration issue is
now firmly on the national radar
screen, we may by years away
from serious immigration reform,
The only question that remains is.
How long can we wair?

Dan Stein is executive dir,
ector

of the Federation for American Im-

migration Reform. This article was

wrnitten for Scripps Howard News
Service.
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resident Clinton has criti-
cized what he calls a media

“presumption” of guilt over

the Whitewater affair that
requires him to prove his innocence.
Have ethical standards changed in
( the Democratic Party since Mr,
Clinton became president?

Democrats made political hay
in the campaign of 1992 when they
railed against perceived and actu-
al Republican ethical lapses. They
even dismissed an entire decade as
“greedy” because people made
money, though even the poor had
more money at the end of the
decade than at the beginning.

The Clintons especially moral-
ized in the manner of the '60s
flower children: They were better
than. Republicans because their

motives were pure. When it was:

revealed that they, or at least Mrs.
Clinton, probably made a big prof-
it during the greed decade by trad-
ing in cattle futures with the help
of a man whose chicken industry
was subject to regulation by then-
Gov. Clinton and that they appar-
ently did their best to keep from
paying their “fair share” in taxes,
critics are called petty and vindic-
tive. Besides, say the president and
his defenders, the Clintons haven't

The Washington &imes ' SUNDAY. MARCH 27, 1994

Redefining ethics to fit the party.

Db ol B P,
Mr. Mitchell also demanded that .
" thé attorney general must be

been charged with a crime or
indicted, 5 K

Is this the standard that should
be applied to the Clintons and their
associates? It wasn't the standard
Democrats used in 1985. Nine
years ago, during Senate proceed-
ings to determine whether he
should be confirmed as attorney
general, Edwin Meese was pre-
sumed guilty of ethical lapses by
Democrats.

Then-Senate Minority Leader
George Mitchell opined: “The ero-
sion of the principle of high stan-
dards for office has now reached
the point where the principal argu-
ment in behalf of the nominee ...
is that he has not committed an
action for which he can be indict-
ed.”

Later, Mr. Mitchell lamented
that our institutions had been chal-
lenged “by those who brought less-
er standards in political life. And
after we began to understand to
what degree their morals had cor-
rupted and weakened our public
institutions, we insisted upon a

During Senate -
proceedings to
determine whether he
should be confirmed
as attorney general,
Edwin Meese was
presumed guilty of
ethical lapses by
Democrats

more demanding standard.”

Apparently such a “demanding
standard" is to be applied only dur-
ing Republican administrations.
Now that one of their own is in the
White House, congressional Dem-
ocrats have dragged their feet on
holding the president to such
exacting behavior.

“clearly free from any suspicion of
conflicts or inappropriate ac tjor!a,"
More so for a president, one would
think. ' i

Sen. Howard Metzenbaum, Ohio
Democrat, noted at the time that
although the Office of Government
Ethics said Mr. Meese’s conduct

- was right, that wasn't enough. One

must look at the “appearance of
impropriety” Imagine if such a
standard was applied to Bill and
Hillary Clinton, who now seem to
reek from past questionable
actions.

Sen. Robert Byrd, West Virginia
Democrat, lamented “a diminution
— an erosion — within our gov-
ernment of the standards of public
service, of selflessness among our
elected ot appointed officials. ...
We must be troubled by circum-
stances w public office is used
to any:édes in order to obtain
privaté gain for an official or for an
official’s family, friends or profes-
sional associates.”

"in, 'or create |
kb ushi% publié bffice for private gain

That would séem to cover most
of Whitewater, but so far Mr. Byrd

. has not made the connection.

Mr. Byrd quoted from Execu-
tive Order:11222, “Prescribing
Standards. of Ethi¢al Conduct for

. Government Dfficers and Employ-

ees,” in effect since 1965, that pro-

hﬂ?ﬁ!ﬂ.ﬁcﬂ?ﬁw "“which might result
eate the appearance of ...

ving’ preferential treatment
to any organization or person . .. or
affecting adversely the confidence
of the public in the integrity of the
government.”

Sen. Joseph Biden, Delaware
Demacrat, told Ed Meese his con-
cern “relates to a higher standard
than you have demonstrated to me
in ]your responses that you are not
willing to step up to, even though
you're ethical and even though you
have not violated any law — inad-
vertently or advertently.”

Shouldn't the standard applied
during a Republican administra-
tion be identical to the one applied
for President and Mrs. Clinton? It's
only fair.

Cal Thomas is a nationally syn-
dicated columnist.
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Joycelyn Elders on love

United States, is back in the saddle again,

this time unveiling policy positions,
thoughts and other mental tremors even more curi-
ous than those she has already revealed. When
nominated for the post she holds, Dr. Elders elicit-
ed outrage from moralists because of her zany
views of sex, sex education, drugs and abortion.
But now she's managed to transcend even herself.

In an interview in the Advocate, a magazine
devoted to gay issues, Dr. Elders declared that sex
is “wonderful” and a “normal . . . and healthy part
of our being, whether it is homosexual or hetero-
sexual” She also endorsed homosexual adoption
of children, said school health clinics should
address the “needs" of homosexual students and
slammed the Boy Scouts because their ban on
homosexuals as scouts or scout leaders is “unfair”

“We can't just write off 10 percent of our student
population,” she told the Advocate. “We need to
make sure our teachers are educated about sexu-
ality and that counselors know how to address the
issue in a sensitive manner.”

Dr. Elders also inflicted her religious opinions
on an astonished public: “I think the religious right
at times thinks that the only reason for sex is pro-
creation. Well, I feel that God meant sex for more
than procreation. Sex is about pleasure, as well as
about responsibility.”

“Society,” pronounced the nation’s First Doctor,
“wants to keep all sexuality in the closet. . . . We
needtospeakouttotellpeopleﬂmtsexisgood.sex

is h

Alas. Where to begin? In the short space of a few
sentences, Dr. Elders succeeded in regurgitating
every cliche abeut sexuality known since the late
Victorians discovered Free Love. Almost nothing
she said in the interview is true; almost all of it, if
acted upon, would be, and indeed has been, harm-
ful to society and to individuals.

It's quite true that today attitudes toward homo-
sexuality are changing (in no small part as a result
of the insistence of gays). But a liberalized view of
homosexuality need not and should not mean its
promotion by the US, government, in the person
of Dr. Elders, as essentially no different from het-

D r. Joycelyn Elders, Surgeon General of the

erosexuality. Dr. Elders’ reductionism (Common °

among sexual liberationists) essentially strips the
sex act bare and elevates it to a state of wonder-
fulness entirely bereft of the things associated with
it that government actually ought to be concerned
about — things like the preservation of the fami-
ly. Now, Dr. Elders is in favor of the
of the family, no doubt; Dr. Elders is in favor of all
good things, from family preservation to wonder-
ful sex; as surgeon general, she will promote them.
As for God's view of sex, we'll leave that to-the
theologians. Cardinal James Hickey, Roman
Catholic Archbishop of Washington, has sent a let-
ter to President Clinton urging him to “publicly dis-
avow" Dr. Elders' comments, which he found both

offensive to American religious leaders and pro-
motive of homosexuality. Other clergy and laymen
will, of course, disagree. In Tom Hanks’ best-actor
acceptance speech at the Academy Awards, he
evoked a heaven in which God's loving embrace
welcomed the good, gay men who had succumbed
to AIDS. You didn't have to be a gay-rights activist
to find it moving. But why the surgeon general
should be telling us (or God) what God thinks about
sex is at least unclear, if it is not also contrary to
the latter-day spirit of establishment clause,

As for the Boy Scouts, President Clinton himself
declined to criticize the Scouts for their ban on
homosexuals during the 1992 presidential cam-
paign because, he said, the Scouts are a private
organization. That’s a bit of a cop-out (the Ku Klux™
Klan is a private organization too, but no ene pulls”
his punches criticizing it, nor shouid he). In any.
case, the Scouts have every right to determine their -
own membership, and their policy toward gays is
certainly consistent with traditional beliefs and val-
ues. Quite simply, it's none of the surgeon gener-_
al's business what the Scouts do as long as lhgx
aren’t

sex is wonderful” wcﬂ,methmﬁn.

itisnt, mmmmﬂemmmﬂlﬁ-
erationists imagine, hardly anywialp-
dunkssexmasbadmﬂwymmw
The existence of restraints on sex does not
that “'society wants to keep all sexuality in
et Just because some sex is restrained doesn’t
mean all sex is repressed.

Commenting on Dr. Elders’ &anklyfm!shm
ments, Gary Bauer of the Family Research Coun-
cil remarked that “A large number of Clinton
administration appointees.have a rather unusual
obsession with sex. Every time we turn around,
they are talking about some other aspect of it”’ That
seems to be the case, and while with some of the
appointees, the preoccupation with sex may be per-
sonal, with others it's also ideological. They see it
as their mission to “liberate” American society
from what they think is its repressive and obsolete
codeufmualmomhtymdbrmdersmadm
example of this breed.

ormwmmmwwm

mission, though it would probably surprise.these.
Mmmmmmmmm.
guing on in American society at least since Hugh
Hefner founded Playboy in the 19308 "With ille-
gitimacy rates, venereal disease rates, ATDS, fam-
ily break-up rates, and sex crime rates skyrocket-
ing ever since, one might think that the penny
would drop with someone ‘inrthe administration
that this has not necessarily been a terribly happy
or beneficial experience. If there is indeed sucha
person, perhaps that someone could pass the word
to Dr. Elders before she uses her powerful position
to torpedo any more of what remains of moral and
social restraints on sexual appetites.

Y, i~
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1o the presidency for moral exam-
ple, even though a long list of dis-
appointments should have taught
them better,” said the Rev. Richard
John Neuhaus, a Catholic priest
who heads the Institute for Reli-
gion and Public Life. “Young peo-
ple can learn from President Clin-
ton how to get ahead by playing
around the rules rather than by
the rules, and that's a bad thing.”
William Bennett, a Reagan
Cabinet member and author of the
best-selling “The Book of Virtues,”
said the sense of moral superiority
conveyed by the Clintons when
talking about their political oppo-
nents set them up for accusations

of hypocrisy.

“These le have propelled
themselves into office on the basis
of making constant moral claims
about people they disagree with,”
he said. “Most people are blind,
myopic to their own faults. ... I
think what's irritating to people is
that [the Clintons] are on their
moral high horse so much, not cas-
tigating greed, dishonesty or
criminality, but entire groups of
people”

Lewis Lapham, editor of Harp-
er's magazine, was a frequent and
eloquent critic from the left of
ethical abuses of the Reagan and
Bush presidencies. He says he is
not surprised that, despite having
run as the only moral alternative
to Republican greed, Mr. Clinton
turns out not to have practiced
what he preached.

“I don't think he had any moral
authority to start with' Mr La-

' SUNDAY, MARCH 27, 1994

It all comes down
toa morahty gap

Clintons’ actions
contradict words

By Rod Drener ]

During the 1992 campaign,
Bill and Hillary Rodham Clinton
chucked rhetorical stones at their
Republican opponent, accusing

e Georteﬂushof

NEWS being emblem-

atic of the 1980s,
“a gilded age of
greed and self-

ishness, of irresponsibility and ex-

dispossessed, the Clintons spent

deals with friends — in particular,

an S&L owner named Jim McDou-
gal — and behaving pretty much
like the Republican bogeymen

they railed
In .anumberofma-
dia commentators, ml%

can”

Whitewater-Madison has re-
vealed that far from being selfless
servants of the downtrodden and

pham said. "1 always thought of
him as a talk-show host, a man
without much conviction of any
kind. I ﬂmght that became clear
during the campaign.”

Mr. Lapham believes that what
Whitewater-Madison reveals
about the president’s character
may cripple his effectiveness as
the nation's leader.

“I think Clinton's principal task
as president, when elected, was to
restore faith in the democratic
Rarm 5. ]rhmkl:!uskmdufl:tnng

s him,” he said

The Clintons have their defend-
ers among the ranks of social crit-
ics. Michael Lerner, editor of Tik-
kun magazine and architect of
“the politics of meaning,” said the
public ought to feel sorry for the
Clintons rather than castigate
them for failing to live up to their
moral rhetoric. The Clintons have
expressed substantial interest in
Mr. Lerner’s ideas.

“The appropriate attitude is
compassion for everyone who
wants to articulate transcendant
moral ideals, because inevitably,
nobody is going to succeed in be-
ing the embodiment of those
ideals,” he said.

“You have two choices,” Mr
Lerner said, “either accept a com-
passionate attitude in which you
understand they will be wounded
healers, [or] you go for the attitude
American politics has done, which
is to say that these people are liars,
and that this proves that these
ideals are useless. You get this tre-
mendous disillusionment.”

Jerry Brown, former California
Bovernor and erstwhile pres-
idential aspirant, is not disillu-
sioned by Whitewater-Madison's

cess," as Mr. Clinton put it then. ration for “moral vanity” Jeff
“For 12 years of this Reagan- Greenfield of ABC News reported
Bush era, the Republicanshave let  on the gap between Clinton rhet-
S&L crooks and self-serving CEOs  oric and Clinton reality on the eth-

try to build an economy out of ics front.
per and perks,” he said. “It's Some think that at this point, the
the Republican way: Every man burgeoning scandal is more about
fortdmadfandsetuwhilem a moral issue than a legal one.

Whitewater, Time essayist

revelations about Mr. Clinton’s

character. He was wamming the
country about this during his
failed 1992 campaign for the
Democratic nomination.

During a televised debate early
in the primary campaign, Mr
Brown raised conflict-of-interest

ceived a wealth of business from .
i pwhnguplheﬂas MrRyI.nalid_

the state her husband governed.
“Clinton got on his high horse

and said that I didn't deserve to

on the same platform as Hilllﬂt

said, ‘You didn't answer the ques-

tion. And that was the end of the -
story,” Mr. Brown said.

“You look at who Clinton has
around him. You have such a col-
lection of corporate insiders that

have been undergirding the Clin» trust in Washington and 1

ton administration from day one,”

his mimmmn thnt. contrary to ve-
gt;hlfnentlv stated policy, the United

their gwn words be used to convict
them later.

“They ought to arrange their
rhetoric more the way [Iowa Re-
publican Rep.] Jim Leach does,
which is along the lines of ‘We
want to get the truth out and move

N ek

Krauthammer wrote;: ¥is impor-
tant less for nspuw"ble cmmnsl-
violations than for the light it

of respect for the way'

[Sante ‘llmonty Leader] Bob
= PDeole has bandled this- He's let the'
mspeakhrd\ehselm"
-Mr. Ryan said Mr. Clinton’s ac--
‘tions have already “shrunk™
hrgm-hﬁeqalu'yof'ﬁw
badly” Tk scandal,

he said, mausewhhcdig

E’

mmhmlhemeformmlimr

individuais, wuﬁud,thltm
body is disempowered to achieve
their ideals. And who does that

our leadership is as important as

anything we do.

4 “It's not a choirboy we're look-
ing for," he said. “It's a grown-up
man with standards to which he
aspires and adheres.”

: ;



FEverything but Education /

HE FOUR-YEAR odyssey of the once biparti-
san Goals 2000 legislation ended its journey
Saturday morning in a blaze of pure silliness. At
1:01 a.m., in accordance with arcane rules governing
eﬁoﬂstoendaﬁ]lbuster the Senate voted 62 to 23 to
halt the filibuster by Sen. Jesse Helms, who was
ing the bill because it had come back from
House-Senate conference with an insufficiently rigid,
which is to say an insufficiently unconstitutional,
provision on school prayer. The conference had re-
vised Helms-approved language that would have
barred money to districts that forbid “voluntary,
constitutionally protected prayer’—a category that
may or may not exist—and had ended up with a
provision that would restrict federal funds from being
used to adopt policies preventing voluntary prayer or
meditation. This version Mr. Helms called “a shame
and a disgrace,” a phrase that would also have applied
had the bill's passage been delayed past April 1, when
$105 million in authorized funds was to expire.

A peculiar last gasp for opponents who had spent
the previous few sessions shouting about how Goals
2000, mparticuiara part of it called “opportunity-to-
leamn standards,” would constitute undue federal inter-
ference in local schools? Well, of course—but nobody
at this point should be surprised. Education legislation

is Velcro-esque in its ability to pick up sodial legislation
on what would seem to be non-educational topics, on
the theory that anything that's good for society is good
for schools. The bill as passed includes amendments on
violence as well as prayer, and the larger Chapter One
reauthorization bill, which the Senate must take up
this spring, has just come staggering out of the House
after a debate that encompassed prayer, smoking,
obscenity, homosexuality and illegal immigration.

By comparison, Goals 2000 got away fairly clean.
The law’s core is the creation of an array of voluntary
curriculum standards that school districts can use to
improve the education they offer—helped by small
pots of money, enough to entice but not coerce, and by
the momenturn that has been building as groups of
educators started meeting to develop standards on
their own. There could be more money for these
efforts if the larger Elementary and Secondary Educa-
tion Act passes in its turn. The Senate needs to grit its
teeth and step up to this one eventually, as the House
finally did Wednesday with a solid vote of 289-128.
Though vividly illustrating the maxim about the grue-
some sight of legislation in the making, this onward
stagger amounts to a significant step toward reform-
ing education.

Whitewater Developments,~

televised news conference and the release of
his old tax returns was to demonstrate open-
ness and willingness to cooperate with all White-
water-related investigations. He certainly did himself
some good. During the press conference, which was
dummmmdmn%)ém“fhitewater questions, Mr. Clinton
t and was unflalappable. People, im-
pressed by what he said and how he said it, were
asking why he had not spoken thus before, instead of
responding this way only after weeks of extensive
news coverage, the subpoenaing of 11 administration
aides, the forced departure of a White House counsel,
angry words in Congress over Whitewater hearings
and a sharp drop in the polls.

The new information plus the release of the Clin-
tons’ tax returns for 1977-79 did address some of the
Guestions that had been raised about their business
dealings in Arkansas and their subsequent handling of
the controversy concerning those dealings. The presi-
dent said that the couple's claim during the presiden-
tial campaign that they had lost $68,900 on their
Whitewater investment was wrong. The actual loss
turns out to be more like $46,000, which represents
memnnu]atedmterestpaidonmetrhalf-slmofthe
$203,000 loan they took out with James and Susan
McDougal to buy the Whitewater property. The
president’s explanation was that he had overestimated
the loss by $22,245 because that amount was mistak-
enly applied to the Whitewater account when it

T HE AIM OF President Clinton's prime-time

actually represented a loan and mterest payments he -

took out to help buy his mother a house, which he had
only recently recalled. Be all that as it may, legally, the
switch may not matter since the Clintons never
~ claimed a tax loss on the investment anyway.

Mr. Clinton’s press conference did not, of course,
dispose of all the issues that have been raised in this
complex affair. Ope that is still under investigation is
whether, as has been alleged but certainly not proven,
the Clintons’ Whitewater venture skimmed federally
insured deposits from the failed Madison Guaranty
Savings & Loan and David Hale's ill-fated Capital
Management Services, which was licensed and finan-
cially backed by the Small Business Administration. L.
Jean Lewis, the Resolution Trust Corp.’s senior inves-
tigator on Madison, asserts that “Whitewater did cause
a loss to Madison,” which ultimately benefited James
McDougal and “his business partners,” the Clintons.
Noting that Whitewater was showing no cash flow
while its mortgages and notes were being paid, Ms.
Lewis asked hypothetically in a note, “if you [the
Clintons] aren’t putting money into the venture, and
you also know the venture isn’t cash flowing, wouldn't
you question the source of the funds being used for
your benefit?” This too needs an answer.

In addition, the way the week ended with reports of
an attempt by a senior White House official to change
the terms of a possible Resolution Trust Corp. civil
prosecution added to the Washington part of the
morass. There is still much under investigation con-
cerning whether important White House staff mem-
bers have behaved improperly in respect to the RTC
investigation. And there are the charges made by
Republican Rep. Jim Leach. The special counsel and

made and to ascertain the extent to which administra-
ﬂmmmdmmuwmmeum
of the Resolution Trust Corpx. . - ..
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' n Buremy of The Dylles Moraiog News

". The leading Republican Whire-

wn:r critic in Congress cautoped
LSmdny tgoinst {umping to ccacly-
f sions that two of President Ciin-
# ton's top wides may Dave wied to
,.._ thwart an inguiry.

"1 hops wa don't make too much

) ot this part of the story,” Mr. Leach

said, "I thiak {t's real, but it isn't

thoroughly devastating.”

The lown congressman said it

. may have been s misrake for White
% House Deputy Chief of Staff Harold
" Jekes and senior adviser George Ste-
- phenopoulos to Lave epgrily pro-
: “tested to treasury officials the hir-
- ing of former US5. Atterney Jay B.
% Stephens.
‘1.7 Mr. Stephens, u Republican criu
< cal of the president for removing
im:: astbe U.S. attorney in Washing-

fﬁn kas deen tetained by the Rese-

lutes Trust Corp. to handle poten.
~ tal Whitewater-related civil cases
| invelving the failed Madison Sav-

ings axd Loanp in Arkacsss.

"l think it's patural thet they

. would be upser” Mr. Leach said.
“But i1 was Erl:nuabz;r a mistake to
éonvey this {n a way that may. or
| may rot, have implied trying o re-

| lease him (Mr. Stephens) from his
icb 1]

‘,;: Mr. Leach, tha ranking Republic

i can on the House Banking Commit-
ktea. discussed the Whitcwater con.
‘iroversy ou NBC-TV'S Meet the
rreu on - Sunday as Mr. Clintes
. wrapped up a three-day stay in Dal-
Ia

T The president was iz Dallas to
,'umnd the wedding of his brother,
'lfogar and to press his health cars

refarms dnnng a visit to Texas Seot
tish Rite Hospital for Children,

His Jeff Eller, said
Sunday that Mr. Clinton hud asth.
ing to say on Whitewater. However,
he emphasized thst Mr. Clioten
"stands behind Gmrgc (Stephano
Foulos) 100 pereent”

Mr. S!ephunopoulus hu ace
knowledged that he "blews aff

@oos
@oos

‘Whitewater critic advises caution

steam” in a cenversation about Mr.

- Stephens with Joshua Steiner, Trea-
sury Secretary Lloyd B:ntsens
cliel of swaff.

Madison was owned by James
McDougal, whe ownaed the White-
water Developmant Cofp, with his
wife ot the time, Shsan: Mr, Clinton,
then govermor of Arkansas; and
first lady Hillery Rodbam Cliaten.
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~Biit Whitewater queries remain

B Official's removal sought,_° uﬁ?’- -'

-’Bv Richard Whittle
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. WASHINGTON — President Cifn-
a8 relegsed tax returns and othsr
data Fridey showing that almost afl of

\themnumtmthe und his wife cop. .
aﬁhuthﬂrk:nlnﬂhbWEHEWIIIQIH

. tare was taxdaductible interest nn

uﬁﬂi .

rﬂRﬂMﬂdmﬁlm
Hm.hmﬁ.ngﬂuuh!mdn!
" first' Indy Hillary Rodbam Clinton

: werp releating the decuments i *a

E_lymdfnﬂmpa“mmm
F§ mmmranbsrmm?!
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B Tax eamings, expendtures 16A
N Editorial. : ”*ar'
supportad the (lintans' daa:npﬁm
of their role in the Whitzwater inves.
, ment and clarified some fignres But -
mymidwmxvemmm
about the P brtwesn White-
witer and a srvings and loan ewned |
by James McDeugal, one of the QUs:.
mmmmemmw"

Atmebﬂmammmumnm
with the tax returns acknowledgad
that because the interest déeductions
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Continned from Page 1A

. teduced the Clintons' taxes, tteir

overall losses acrually were Jess thaz

e real exute deal coxt e
‘A pre-tax loss’

.?m‘mmm—mwm

r rules set by the White Houvse
?Emgbmntﬂmﬂﬁﬂ:

Clintons’ income bad made it imposs

" gime tx benefit”

M Mr, Clinton's aides have suid since

' 1990 sccountant’s bill for $2£35, anoth-

3 The Clintony deduetions would

have been limited to 53,000 per yeer £

rerarns confirmed that — as Mr.
McDongal hos said in severdl televi-
sion. interviews — the Ciiatens paid

" dp cash for thetr S0 perceql share in

the mm when they leunchad
he Whitewatsr venraze in 1978,

~ The Clintens and Mr. Mc.bou.n.l,-l
ind then-wife Susn cosigned £203,000 | |
in loans from two benks to purchese |
323 pores of Jand for vacatdon and |
fenrement bomes slong Arkansas'|
White River, Whitewater Develop-
fnent Corp, was formally eswblished 8
aar later.

Along with the mx remrms, he
White House released 3 SUmMmary ¢!|
the "Qiintcas’ Whitewster Peymers”
from 1978 16 1990, whuch showed that
Bf the $46635 they spent on the ven-
tire, 541,335 wes interest on loecs.

‘t The additicnal $5250 incinded o

‘¢ 51911 in real estate ang {ranchise
' taxes paid in 198390, and 8 "eapital
Lootribution” of $500 paid 12 1979, The
Summery suid the Clinters deducied
dnly §1275 of those smsuat from
their taxes.

Ll

R P

4057 that the Clintons lost 563900 i [
Thirewater Dé ¢ Carp. But
the president said Thursday ut 2 news |
srymferen=e he had discovered toct l! |
‘5744 1sen included 1 that sum was |
‘Yictually used t buy his mother land| |
feT a cabin ’..
9. The SS3500 figere wes based cn o'
* beport commissioned by the Cunten
“tampaign in 192 &nd cempiled by
Dearvar lawyer James Lyons.
12 [n g letter to Mr, Kendall released,
with the tax retores Mr Lyons sud|
“his report counted he $20.74 loan)

“1,+*%pd 51,500 o interess 28 Whitewater|
! "4 'pxpenses in part Sased €2 “{nwIViews
* L4od stetements by the Clintozs cca!

*carning the nature and purpese of
+Rie 10.vearald check ™

i

AT,

.

T T AT

|
|
|
1 e
L
&% ™fops among others.

1 The size of the Climrens White
water Josses Dag beed 3 Key lsste be
*eause of suspicions thut money from
“Mr. McDougal's Madison Guaraaty|
“Savings and Loan might Lave bean
Cimed 1o help the Clintons fnuncially
tically. Special counsel Robert

B Fiske Jr. is investigating those ques-

- Zi The president said at his news cog-|
“Jerence that he tad “absclutely no|
% joowledge” of any money Lrom Madi-|

| Zhon being used to benefit either;

2 - W'hlllwﬂll ar m“m ﬂwnbl

S :,"wml CAIMpRIEN Teasury.
wFederal inquiry

-5 Rep. Jim Leach, Riowa, ou Thurs-
- <day released @ memo written Ly an|
- Tinvestgator for the Resolution Trust
“ACorp., the federal S&L cleanup agency, |
9%which related her “cpinion and belief |

. irthat Writewater did iz fact, cause a
" <5088 10 Madison because of the amount
- Zof unsurtherized Joans McDougal made !
... 0 entities in which he was 8 pn-)
urigmary pary and bepeficiazy.” |
45 The investigater, L Jean Lawis, e
yzmw:wmmhndmldmalm|
Logaperiors from Weashington that £uch
Jfoans "ultimately benefited his (H.‘.'.l
<McDougal's) business partmers — the
-Ssame butiness partners hat kaoew |

i| “they had real eswfe ventures it

‘-were not cash flowing, but that alse .

"1 Y= Madizma Guaranty was under in-

vestigation because it failed iz 1989 ;t,E

{
1
|
i: um m_monp;u and notes were |
4
| i
1
[

“ra0 cost 16 axpayers of 547 millico |
[ ooE mcmurmmuwimmam-\'
|| s#%one finmmeas declined to comment on

Mr. Leach’s evidence. But he seid!

7 2L Whitewnter Developments loans a=d | |
. 2H{nterest on them were covered in part

by payments received from the few

- ".customers who bought lots iz the de ||
i s -n;gci; ivadnmh.n.gd.i;
i IDTORS Tece ing di-
5T iorpectly fram !

< Modison Guaranty .. or

- indirectly,” the source said, "We have |
{100 reascn to believe they Day bave
benefitad from Madissn Guaranty”

*82 In addition, ibe source sud the

iﬁ"‘l‘.’lmlnns tack no daytoday role o,

-2Doperating  Whitewater Development, |
£2%eaving Tat t¢ M, and Mrs .‘-1:Dau—|:
L |

Azd Mr. Kencall's review of the |
. records, the source said, showed that
Whitewater was run in Rippocket

'dﬂg!!t of informality bere |
§rest” the source said “Tuls was |

2008
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! .7 The reconds show, and the soures
cou.nmeﬂ.muhnmlmlmbegm

. immediarely,

', ~i For example there was never &
written partmatship sgreemest the
souree seid

| And, the sogree said, th:mnmns
first $10,130.58 interen payment on tha
mmwmﬁmmm

1 gals was paid not 1o the banks from  fyrures.

| whish the fands were borrowed, but
0 apother McDougal venrure, the

. Grest Southerg Lacd Co.

¢ * The source said he conld not ex-
plain why Mr. McDougal “asked them
to make e first interset payment” 10
Great Scuthern Land He added that
* thére was po decumentztion to prove

I that the payment was in fact used W
W:m:'mcntht Whitewater Joans.

I Nevertheless, the source sald he
| confidered the Clintens' tax dacte-
' den proper because “this looks ke
abanr half of the first year's interest”
! o r.bc $202,200 bonow-.d to Sart

Whitewatar. And the soures said the
Clintoms “paid It 06 interest” whether
it was ussd that way er Rot

Mr, Clinton had released his tax
Femurns ance . 1980 during his cam-
palgn for president But undl Friday,
he had declined 10 release the 1577-70
returms, which ghowed that the Clin
tons made more than $72,000 in 1979 —
almost double thelr income the year
before = by teding in commodities

wnm House Press Secretary Dee
Des Myers said the remurns had been
withheld bectuse “we had relsassd
their tax forms pojng back mora theg
2 decade and [ thipk that was already
an eXTardlnary amonnt of disclo
sure.”

The relarss of the remrns ceme a
week after The New York Times re
vealed that Mrs Clinton made the
risky commadity {utures trades that
resuliad ig that substantal gain with
help from a friend who was a lawyer
for Tyson Foods, a politieslly pewerful
Arkensas company.
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“intarview Mr. Stephanspoulcs gave W
H{Cable News Network in the White
3!“'-

“Mr, Sephanopoulos 1wld CNN be
&.mbﬂdmn"!m-wuum Y
Flmmmmw Swiner about

i

©# RTC; hiring of Mz. Sizphens “be-
cansa | thought it was usiadr.”

vgaps J3y Stphens was an outspoken
puumwtdmm:m

¥ % was far thz Re
2'. 'bubhm Jennlurlll nomination in
L ' Virginia" Mr. Stephanopoulos mmid.

‘¥Bur cuce | got 16 {5 from Josd
“aboul e retenton that ended the
§ "maxfier as far as | was concarned”
+3VS Mr. Suphanopoules said he didn't
?‘ﬂmmhr talkdng with Mr, Altmaa

< about Mr, Stephens. But be said: “The

.e.:prendutdm not ask me 10 make aqy

i+ phame calls I really don't remember
t s Who called who"

| Whire House counse! Lioyd Culler
f, mid jn a smiement that.be didn*t
prhwanmhcuinthelmnm
pliversy becauise Mr. Fiske had asked
s !An po witmesses be interviewed
yﬁﬂcmlp!ddwunnlhmvﬂpﬁ
" Mr. Swpbanopoulos, Mr, lckes and
‘m Altzag have sppeared Defors o

A polltlul opponanl

[,wu Mr. Cutler, however, s&id 1 was
3i“perfactly natural thar Wiite House
s_dﬁdah would be surprised” by Mr.
i Stephens’ work {or “2e RTC because
; be was “an cutspeken pelitics] oppo-

weasury off

| certainly would have been better had
;s these convers=yons not oceurrad”

g Al the zame time, be added, “these
Pmnmnm should not de blown

“The president did not

ask me to make any
phone calls. I really don't
remember who called !

whotl’
— George
Stephanopoulos,
White House adviser

sut of m Ne coc suggested
that any action was takea 1o remove
Mr, Stephens and, of courss, he 18 $7ll

¢ondueting the RTC's civil inquiry 2t
mis dme”

Mz, Clinton, weveling arounc Dal-
las, didn't mention Whitewatar,

Althe hospital, be said {n his radio
address that “plsces ke Scomish Rite
don't ask children with severe disabil- |
{ties er serious flinesses, can you pay? |
They just as® hew can [ help?”

“Thats what we want for ail or‘l
America" he sid,

Noting ke arrival of Palm Sunday
mvmuw Clizton wid it wes &

“We talked abom gelf, We talked
about health care We talked about hus
busy schadule ™ said state Sen Mike
Monerief, DFort Worth, “It was an

Cowboys wide recaiver, also fornd no
intevest- In Whitewater at the recep-

“In &1l due regpect 1 the media snd |
the prem he sald as he left, “you !
don't really kmow whsty real and |
what's sensationalism " 1

Dmu
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FBI never asked about Lasater, Thomasson testifies:

- BY JANE FULLERTON
% Democrat-Gazerte Washinglon Busesu

'WASHI NGTON — Patsy
Thomasaon the White House ad-
miaistration director, faced ques-
tidas at a Senate hearing Friday
alfout her business connections
tosLittle Rock businessman Dan
Lasater.

‘The questions arose as part of
a Senale oversight commillee’s
look at problems with White
House passes and security clear-
ances. The White House has ac-
knowledged that about 10 percent

of its statl members lack security .

clearances, while a third have yet
to receive permanent passes.
-Sen. Christopher Bond, R-Mo.,
asked Thomasson whether she
had been questioned by the FBT
about her relationship with
Lasater when she underwent a
standard background check for
White House employm
1“No, sir, they did not,” replied
as:uf% former executive di-

® More on L.asater 1D

reclor of th-e Arkansas Democra-
tic Party and former chairman of
the Arkans as Highway Commis-
sion.

Lasaler, a former hond trader,
pleaded gu:ilty in 1986 to a feder-
al charge of conspiracy to dis-
tribute coc:aine. Thomasson was
execulive vice president and
president of Phoenix Group Inc.
— previously known as Lasater
Inc. — a holding company with
subsidiarie s that include real es-
tate development, investment
banking and management firms.
She helped to run Lasater’s busi-
ness while he was imprisoned.

Special counsel Robert Fiske
Jr. has subpoenaed documents
related to Lasater and his busi-
ness operations. He is also seek-

documents involving Thomas-
son, although she hasn't been
subpoenaed.

The Phoenix Group is also un-

der investigation by the Securi-
ties and Exchange Commission
in connection with possible in-
sider trading in Arctic Alaska
Fisheries Corp. stock. The inci-
dents under scruliny occurred
shortly before Lthe company was
acquired by Tysen Foods Ine.

Thomasson appeared at a rou-
tine Senate Appropriations sub-
commiltee hearing to review
parts of the proposed 1995 White
House budget totaling $90.6 mil-
lion, an 8.3 percent increase over
current levels.

Sen. Dennis DeConcini, D-
Ariz. and subcommittee chair-
man, initially reprimanded Sen.
Alfonse M, D’Amato, R-N.Y.,
when he tried to question
Thomasson about her previous
employmenl history with Lasater.

But DeConcini allowed Bond
to raise questions about Lasater
in the context of White House se-
curity checks.

“There are serious questions

‘I had intended to ask Patsy Thomasson questions
that related to her activities following the death of
Mr. Foster. But I have conferred with the special
counsel, and he thought that might be inappropriate

at this time.” -

Sen. Alfonse M. D’Amato, R-N.Y.

thal need to be answered re-
garding Ms. Thomasson and her
business relationship with Dan
Lasater, a man who pled guilty to
federal drug charges,” D’Amalo
said in & written stateme-.’.

D'Amato has been a 1eading
and vocal critic of the aiminis-
tration in regard to the Whitewa-
ter Development Corp. affair, the
failed real estate venture Presi-
dent Clinton and Hillary Rodham
Clinton invested in. But he de-
clined to press Thomasson on one
aspect of the Whitewater contro-
VErsy.

Thomasson was one of three

White House aides who entered
the office of deputly While House
counsel Vincent Foster the night
he committed suicide. Foster was
doing some work concerning
Whitewater at the time he died.

“I had intended to ask Patsy
Thomasson questions that related
to her activities following the
death of Mr. Foster,” he said.
“But I have conferred with the
special counsel, and he thought
that might be inappropriate at
this time.”

Thomasson told the senators
the White House counsel’s office
had instructed her not to discuss

the Foster case, She said sha_
didn't want to "muddy the wa-.
ters"” before the case was inves®

tigated by the independent :oun—'

sel or congressional hearings.

At a similar House subcom-
miltee hearing earlier this week; :
Thomasson also declined to dis- .
cuss issues related to Foster' 5.
death, citing the Fiske investigd-,
tion. But she told the House mem-
bers that “I would like to tell you -
nothing better than what I did
that night in that office.”

Although Thomasson hasn't
been subpoenaed, her name has'
appeared on subpoenas Lssuecl
by Fiske. :
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New co 1 pla ts of interfe -ence latest ripple s

Siephanopou]os conversatlon
with Treasury official at issue

By Dennis Cauchon
and Adam Nagourney
USA TODAY

The White House is fighting
new complaints of interfer-
ence in the Whitewaler probe,
undercuiting President Clin-
ton's news conference and the
release of his tax records.

The new complaints center
on a Feb, 25 conversation be-
tween senior Clinton adviser
George Stephanopoulos and
Treasury Department chiefl of
stafl Joshua Steiner. )

Stephanopoulos was angry
that federal regulators had
hired Republican former US
allorney Jay Stephens to con-
duct its civil investigation into
Madison Savings & Loan.

Clinton had fired Stephens
from his job as chiel federal
prosecutor in Washington, D.C.,
in part of a nalionwide remov-
al of Republican appointees
from their jobs. Stephens said
al the time the Bring may have
been connected to an attempl
o thwart a probe of Rep. Dan
Rostenkowski, D111

Stephanopoulos wanled to
know why a well-known critic
of Clinton had been hired to in-
vestigate the case. "l was puz-
7led and | blew off steam,” Ste~
phanopoulos said Sunday.

Some accounts said he asked
I'easury Department Deputy
Secretary Roger Altman if the
hiring was “final.” Stephano
poulos, who testified before a
lederal grand jury last week,
says he does not recall such a
request. He also told friends
Steiner called him, contrary 1o

reports he made the call.

The Treasury Depariment is
crucial to the cover-up probe
because, as deputy Treasury
secrelary, Altman was acling
director ol the RTC, which
handles failed S&Ls.

Altman withdrew from han-
dling any aspect of the White-
wilter case in February.

Stephanopoulos said he and
deputy White House chiel of
staff Harold Ickes called All-
man lo complain he had not
given the White House suffi-
cient warning he'd be with-
drawing. During this discus
sion, he reportedly asked about
Stephens. Stephanopoulos says
he doesn’t recall doing that,

Also this weekend, internal
RTC memos showed RTC se-
nior criminal investigator, L.
Jean Lewis, wanled (o pursue
the case involving Whitewaler
and Madison SEL..

She Had a 45-minute meeting
on Feb. 2 with Federal Deposit
Insurance Corp. attorney April
Breslaw.

“April stated that ‘the people
at the lop' keep getting asked
about Whitewalter . .. Eventual-
ly 'this group’ is going to have
1o make a stalement about
whether or not Whitewaler
caused a loss 1o Madison™
Lewis wrote in a memo about
the meeting

"She fell like they wanted to
be able to provide an “honest
answer,” bul that there wire
certain answers they would be
‘happier about’ hecause it
would get them ofl the hook ™

L.ewis told Breslaw that
Whitewnter may have benefit-

By Fon Edmonds, AP
STEPHANOPOULOS: Hassa.idheomﬁsndabom federal
regulators’ hiring of Jay Stephens, a Republican.

ted from a massive check kit

ing scheme.

“I also advised April that |
had been told by both the US.
Altorney’s office and the FBI
that this was a highly prosecul.
able case,” she wrote

Breslaw disputes this ac-
count.

“I categorically deny the ac-
cusation that | said anybody

from Washington wanted any
particular outcome on any is
sue,” she said. "That's a com-
plete fabrication.”

Lewis declined comment.
She told The Kansas Cily Star:
“My hands are tied. I'd like to
keep my job.”

Meanwhile, the Los Angeles
Times reported thal Republi
can U.S. Attorney Charles

Central players in controversy

Here's a look at the key players in the con-
troversy over White House officials calling
Treasury Department officials about the hiring
of former federal prosecutor Jay Stephens.

A Republican, he’s handling possible civil
lawsuits rising from the probe of Madison
Guaranty Savings & Loan and the Whitewaler
land deal.

Jay S former U.S. prosecutor in
the ict of Columbia, who was
retained by the Resolution Trust
Corp. to handle possible civil law-
suits growing out of the failure of
Madison Guaranty Savings &
Loan. Stephens was hi critical
of the Clinton admi on, after
being fired from his federal posi-
tion in February 1993 — along
wilh 92 other R prosecu-
tors. When removed, Stephens
said the action was an effort to
thwart his office’s investigation,

George Stephanopoulos, senior advis
er lo the president, has sald he complained in a
phone conversation with Joshua Steiner, Trea-

sury Depariment chiel of staff, about the hir-
lns of Stephens. Stephanopoulos and Sleiner
worked togelher in the 1888 Michael Dukakis
presidential campalign. Stephanopoulos was a
fop adviser In Clinlon's 1992 campaign and
oversaw White House communications efforts
until being replaced in that role by David Ger-
gen In May 1093,

Harold Ickes, deputy White
House chief of staff, reporiedly
participated in a call with Stephan-
opoulos to Altman, complaining
that Altman had not given the
White House a warning he was
about to withdraw from the RTC
probe of Madison S&L. Ickes, re-
peatedly mentioned as a potential
addition to the White House staff,
began work in January and has

which still continues, of Rep. Dan STEPHENS: Re- managed planning on health care,
Rostenkowski's role in the House tained by RTC Whitewater and politics.

pont olice : Joshua Steiner, Treasury
Roger AItman, deputy Treasury secretary  Department chief of siaff, who attended al

and acting head of the RTC, recused himsell
from the RTC probe of Madison S&L in late
February after revealing at a Senate hearing
that he had discussed the status of the Madison
probe with White House officials. Altman re-
portedly was called by Stephanopoulos and
Ickes, complaining about his lack of warning to
the White House that he was about to recuse
himself from the Madison S&L probe

least one meeting with White House officials
seeking information on the RTC probe of Madi-
son Guaranty Savings & Loan, Stelner report-
edly kept notes of the meeting and other con-
tacts with White House officials in a personal
diary. The diary reportedly gave Whitewater
special counsel Robert Fiske the first tip about
the phone call from Stephanopoulos about Sle-
phens’ hiring.

Banks fell he was being pushed
into making Whitewater accu-
sations, shortly before the 1992
election.

Banks, then chief federal
proseculor in Litile Rock un-
der Bush, wrote the FBI a
memo: “Hold on, folks, You're
suggesting that I move forward
on a prosecution aboul White
water, Madison Guaranty S&L.

To do that would be prosecu-
torial misconduct.”

He said, afler reviewing the
case a second lime, he still
doubted it could be successful-
ly proseculed.

Rep. James Leach, R-lowa,
agreed it would have been im-
proper to make Whitewater
charges just before the presi-
dential election.

“It would have been an
abuse of power ... and lo the
credit of the US. attorney, it
wasn't done,” said Leach.

Leach, the most vigorous
Whitewater critic, said the in-
vestigation was beftter pursued
now and could be wrapped up
ina cnuple months,
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Tax experts back Clmtons

‘Not much
there’ on
Whitewater

By Bill Montague
USA TODAY

President Clinton and Hilla-
ry Rodham Clinton appear o
be correct in arguing they don't
owe any federal taxes as a re-
sult of their Whitewater real es-
tate investment

Al worsL. tax experts say, the
Clintons may have wiolated
some highly technical tax pro-
visions dealing with the trans
fer of assets between corpora-
tions and their shareholders.

But those errors appear to
be offset by tax write-offs the
couple could have claimed, but
didn't. for losses on the deal.

Of course. new evidence
could raise new tax questions.
The Clintons have yet to re-
lease the records used to pre-
pare their tax claims. And the
financial records of Whitewa-
ter Development, the corpora-
tion they formed to handle the
deal, are a tangled mess.

“The problem all along has
been the fact that there's so
much dust in the air,” says
Sheldon Cohen. an IRS com-
missioner in the Johnson ad-
ministration. “But when you
get to the bottom, there's not
much there.”

One exception: The Clintons
have said that in 1984 and 1985,
they improperly deducted
$5,133 in interest actually paid
by Whitewater Development
The Clintons repaid the IRS in
1992 for the error.

White House officials re-
solved some questions Friday,
when they released the Clin-
tons’ 1977, 1978 and 1979 tax
returns. The retumns seem to
confirm that in 1978 and 1979,
the Clintons properly deducted
§21,831 in interest payments on
loans used to finance Whitewa-
ter. That's a big chunk of the
$43,000 the Clintons now say
they lost on the deal. The cou-
ple deducted another $19,264
in Whitewater interest pay-
ments in later years.

Those returns have silenced
one former partner turned crit-
ic = Jim McDougal. McDougal
has said the first couple paid
only $13,350 in Whitewater in-
terest, all of it in 1980. He now
says he was wrong.

“I have substantially under-

But the Clintons’ returns
don't answer some of the mare
complex tax questions raised
by Whitewater. Examples:

» The role of the McDon
gale Some imterest payments
claimed by the Clintons actual-
ly were made to McDougal, or
to Great Southern Land, a irm
he controlled. The Clintons say

McDougal used the o

pay interest to two

o2 e
wamasl 3 3eay

The Clintons’ tax payments

Rodham Clinton reported annually to the internal Reve-

|
( Here's a look at how much President Clinton and Hillary |
| \
|

nue Service in adjusted gross income, how much they |
paid in federal taxes and the percentage of their income |
those tax payments represented. The years shown cover |

all the

years Bill Clinton has been in public serwce. He not-
ed Thursday at his news conference that he would release
tax-return informaton for those years.

[ Adjusted Federal Taxesas |
. gross taxes pctof |
Year income paid income |
I 1a77 $41.731 $8,194 196% |
| 1a78 $85.214 $22.627 26.6%
| 1979 $158.495 $59.388 75% |
1980 $87.456 $17,680 202% |
1981 $101.764 254% |
| 1982 85,148 $21.497 25.2%
1983 $118,577 $30,196 25.9%
! 1984 $102.326 $22.280 21.8%
| 1985 §18,791 203%
1986 $133.934 $30,485 228% |
| 1987 $181.755 569 29% |
| 1988 $187, $39,734 21.2%
| 1989  §194.168 $37.883 195% |
1990 $260,458 $54,793 210% |
[ 1991 $234,428 213%
1992 $290.697 $70,228

24.2% ‘

lenders: Citizens Bank of Flip-
pin, and Union National Bank.

Some analysts have ques-
tioned whether the Clintons
could deduct the payments, es-
pecially because they can’t
prove McDougal used the mon-
ey to pay Whitewater interest.

But that may not matter. Un-
der the terms of the loans, the
Clintons and the McDougals
were y and severably lia-
ble for the Whitewater debt,
meaning lenders could seek
full repayment from either
couple in the event of default

Under those conditions, the
IRS will allow deductions for
interest payments made by one
debtor on behalf of another.
*“As long as you have some kind
of evidence the payments were
interest payments, | think the
IRS will take your word on it,”
says Tom Ochsenschlager,
partner with Grant Thornton, a
major firm.

» The creation of Whitewa-
ter. The Clintons and McDou-
gals bought the land for the
Whitewater project in 1978,
Purchase price: $203,000.

The venture was initially a
partnership between the two
couples. But in 1979, the land
was transferred to the newly
formed Whitewater Develop-
ment. The Clintons and the
McDougals valued the land at
$250,000, $47,000 more than

MONDAY, MARCH 28, 1994 - USA TODAY

But it's improper to both cap-
italize and deduct interest pay-
ments. It appears the Clintons
did both. “That's an absolute no
no,” says Ochsenschlager.

If the Clinton planned to beat
the IRS, they never followed
through. They could have done
so after they sold their shares
in Whitewater to the McDou-
gals for $1,000 in 1992.

For tax purposes, the capital-
ized interest boosted the value
of the Clintons’ stake in White-
water Development. That
should have created a tax loss
for the couple, which they
could have claimed.

But the Clintons claimed a
$1,000 capital gain on the
Whitewater sale, not a loss —
thus losing any tax benefit

» The Clinton's 1980 deduc-
tions. Some analysts question
whether the Clintons were enti-
tled to the $13,500 in Whitewa-
ter interest deductions

notthealnmmcnmhdm
any interest deductions, even if
the Clintons made the pay-
ments themselves,

But Cohen rejects that argu-
ment. While the project’s land
was transfered to Whitewater

Development in 1979, he says,
loan documents show its debts

Mheuys.leﬂmeamm
and the McDougals with the |e-
gal responsibility to repay the
debt, and the legal right to
ch.lmtnyintﬂatdeducum
Lot 13 and the model
house. In late 1980, Whitewater

Development transfered own-
ership of a lot, valued at $5,500,
to Hillary Clinton, free of
charge, Her only cost a $10
transfer tax. She then took out
a $30,000 loan from the Bank
of Kingston, controlled by

Income issue
‘pretty cloudy’

One Whitewater tax

But heavy losses forced
the partners to cover some
of the firm's debts. Accord-
ing to a 1982 report, the
McDougals contributed

over $92,000 to Whitewater
mm:mmssl Some of

money allegedly
diverted from their thrift.
The Clintons say they
put about $43,000 into
Whitewater.

f the McDougals repaid
more than their share of

I

into Whitewater when the com-
pany was formed.

But Cohen says the issue is
murky. The lot transfer could
have resulted in a financial
gain to the Clinton, he says. But
any tax benefit, he argues, was
outweighed by the capital loss
they suffered on the sale of
their Whitewater interest, the
loss they never claimed.

Suprw
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FIEDMONT, Ala. — Sixteen
people in a church crowded for
Palm Sunday were killed when
a tornado reduced it to rubble.

Another 17 died and hun-
dreds were injured by twisters
that hit Alabama, Georgia, and
North and South Carolina.

Goshen United Methodist
Church in Piedmont, Ala., was
hardest hit Among the dead:
six children, ages 2 to 12, who
were lined up while perform-
ing their Easter play when a
wall collapsed on them.

At least 90 people were in-
jured; a 17th body was found
outside the church in a van
crushed by a fallen phone pole.

Elwanna Acker, 63, who was
among 140 worshipers in the
church, said she heard the roar
of the tornado, “then the win-
dows started shattering. One
man ran down the aisle yelling,
‘Get on the floor!’ Then the roof
came down. The woman right
next to me died.”

B.J. Ogg, 36, who lives next
door, saw the twister coming
from the east and rushed o
help. “There were a lot of peo-

More tornadoes are possible
today in northern Florida,
southeastern ja and the

USA's worst
Nov. 21-23, 1992, when 84
tornadoes hit 13 states, killing
26 and injuring 641.
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may not owe
IRS on deal

By Bill Montague -
and Dennis Cauchon \
USA TODAY

Tax experts say Bill and Hil-
lary Rodham Clinton don't ap-
pear to owe the [RS any money
because of their disastrous real

Arkansas, Florida hog final berths

USA TODAY

Al

DALLAS — Bill Clinton Sun-

|
:
g
:
E
:
£

i
g

|

v
R

it
!

‘s
[

#

i

:
i
]

i

i
i

i
!
¢
L
z

E

E



The Washington Times

THURSDAY. MARCH 24

1994

‘The mirrorof

States, political scandal rises
from a web of corruption (of
power and money) or an appetite
for sex, but rarely from both at the
same time. Whitewater, for exam-

ple, burst into the public con-
sciousness about the time that the
American Spectator detailed the
state troopers’
allegations of Bill
Clinton's naughty
behavior when he
was governor of
i Arkansas. Before
that, Whitewater
was too muddy to
navigate for those
who lived in the
cities, suburbs

way.

But the major
— media, loath to
get into the sexual charges, but
eager to look into who the Clintons
really are, began to focus on the
more arcane details of Madison
Savings and Loan and the White-
water property Bill and Hillary
Clinton once owned in the Ozarks.
If the sex stories were a stretch for
those who insisted on news with
“socially redeeming value,” no one
could reasonably accuse the
reporters investgating Whitewater
of pandering to public prurience.

In fact, Sen. Charles Robb of Vir-
ginia might have been able to

Flelds

Suzanne Fields. a columnist for
The Washington Times, is nationally
syndicated Her column appears
here Monday and Thursday

political scandal

| In the history of the United

deflect attention from behavior he
describes as not appropriate for a
married man,” if only he had also
been accused of abusing public
trust. But who said life is fair?

You could call this public double
standard the Gerald Ford Syn-
drome, rendering us unable to
focus on more than one scandalous
thought at a ime. Or it could be
called Warren Harding elbow.
When Republican bosses, looking
for a presidential candidate, asked
him if he had any skeletons in his
closet at the Republican conven-
tion of 1920, he said he couldn't
think of any, even though he had two
mistresses and an illegitimate child
on the side. After he was elected, his
Secret Service detail frequently
sneaked one of the mistresses into
the White House, where he enter-
tained her in the coat closet. (She
was no skeleton.) President Hard-
ing is nevertheless remembered for
the graft and bribery of men he
appointed to high office, not for his
coat-closet escapades.

That was then and this is now,
and it may be appropriate to ask
whether sex scandals should be off
limits if (a big if) they don't inter-
fere with public office. Chuck Robb
suggests his wife forgives him his
transgressions and implies that we
should, too. “Chuck has been a good
husband and a good father," says
Lynda Robb. James C. Miller, who
hopes to run against Mr. Robb for
the Senate in November doesn't
quite see it that way: “When Sen.
Robb, or any public servant,
behaves one way in public and
another in private, he betrays .
[voters'] trust.”

But consistent behavior as well

as rhetoric is rarely a politician's
long suit, pants on or pants off. Vot-
ers’ trust more often depends on the
mores of the moment.

“A combination of prudery and
prurience has produced a dazzling
scandal display in recent years)
writes Suzanne Garment in “Scan-
dal: The Culture of Mistrust in
American Politics,” “but one that
tells us less about the individuals
involved than it does about our own
shifting moral fashions.”

She's half right. How we reactto
scandal does tell us about our
changing moral attitudes. Gary
Hart, whose wife Lee stood with
him after he was publicly ques-
tioned about adultery aboard the
§.S. Monkey Business and had to
withdraw from the Democratc
primary campaign in 1987, must
envy Bill Clinton's coating of
Teflon. But we also need to address
larger issues of judgment and
character.

Reporters covered up Jack
Kennedy's “womanizing" in 1960
—and then we later learned that he
shared one of his mistresses with a
mafia don, putting himself and the
security of the nation at risk. Jack-
ie’s forgiveness, if indeed he earned
it, had little to do with the public's
right to know.

It's not front-page news that our
popular heroes, the men and
women we lionize in political and
cultural circles, tell us something
about ourselves. They are the
Rorschach inkblots of civic con-
sciousness. So are those we vilify.

Feminists had little trouble demo-
nizing Clarence Thomas with no
corroborative evidence of harass-
ment, but nary a peep has been
heard from them about the allega-
tions made against Bill Clinton with
considerably more witnesses.

Scandals are selective. Sois what
we choose to know about our lead-
ers. But Thomas Carlyle, the Eng-
lish moralist, probably got it right:
A hero 1s a man who can a with-
stand the exposure of his weakest
self, of his foibles and follies.

AN
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McDougal declares

James McDougal. the Clintons’
old partner in the Whitewater
land deal, would like to be in
Washington too. He said he is
running for Congress.

Mr. McDougal, 53, former op-
erator of Madison Guaranty Sav-
ings and Loan, said he will seek
the seat held by Rep. Jay Dickey,
a Republican from Pine Bluff.

How will he finance his cam-
paign? “The Lord will provide,”
replied Mr. McDougal, who has
said he is living on a Social Secu-
nity check of less than $800 a
month. “If your cause 1s just,
things always work out.”

Mr. McDougal was defeated in
arace for Congress in 1982, He
has been involved in politics
since at least 1958, when he di-
rected the campaign of a friend
who ran for state representative,
reported Associated Press.

Daschle: My time

Sen. Tom Daschie. South Da-
kata Democrat and a protege of
Majority Leader George
Mitchell, noufied Democratic
colleagues that he will run for
Senate Democratic leader.

Saying 1 feel that this is the
right time for me” and “I'm
ready to take on that challenge,”
Mr Daschle called potential chal-
lengers and had letters delivered
to other colleagues announcing
his candidacy

Mr Daschle 1s the first to enter
the leadership race. Several other
senators may seek the post, in-
cluding John B. Breaux of Louisi-
ana, Jim Sasser of Tennessee and
Wendell H. Ford of Kentucky

The South Dakota Democrat
has acknowledged he began tele-
phoning fellow Democrats when
Mr. Mitchell informed him of his
decision to retire earlier this
month. Mr. Mitchell's successor
will be elected in January.

Stern is official

Radio shock jock Howard
Stern announced his candidacy
for governor of New York, prom-
I15ing to resign quickly if elected
so 1 can get on with my career”

Mr. Stern told a news confer-
ence that, if elected. he would do
only three things: Restore the
death penaity. add more token
takers on toll roads and have
highway construction crews work
at night “so I can get to work eas-
ier”

Mr Stern, whose morning pro-
gram is No. 1 in a dozen cities
and whose locker-room humor
has led to millions of dollars in
fines by the Federal Communica-
tions Commussion, said his slogan
would be “A volt for every vote.”

Mr. Stern said he would seek
the nomination of the Libertanan
Party, which has 600 members, .
and urged fans to become mem-
bers of the party for $15 each so
they could go to its April conven-
tion in Albany and vote for am.

Libertaran Vice Chairman Jo-
seph Brennan said Libertarians
were delighted with the interest
Mr. Stern had shown 1n the party,

84

although Mr. Stern said that if the
Republicans wanted him, he
would drop the Libertarians in a
Mash.

The Libertarians received
about 25,000 votes in the last
election. Some political experts
thought a Stern candidacy could
double that number and even act
as a spoiler in a race between the
WD major parties.

Mr. Stern added that if he won
he would only need a short time
to put his program into effect and
then would resign so that his lieu-
tenant governor could take over
the state and he could continue
with his show-business career.

“I know I am not qualified o
run a government.” he said.

Sen. Malcolm Wallop, Wy-
oming Republican. said he is re-
tiring from the Senate for private
life and will not run for governor.
“The time has come for my polin-
cal Energizer bunny to turn the
page,” he said

Whitewater riches

Democratic Party leader Dawvid
Wilhelm said the Whitewater af-
fair has helped — not hurt —
fund raising for the party

Talking to reporters after ad-
dressing the 1996 Democratic
convention site-selection commut-
tee, Mr. Wilhelm said that fund
raising is up since grand jury
subpoenas were 1ssued to White
House and Treasury staffers,

Mr. Wilhelm said there has
been a rally-around-the-
presidency syndrome during the
probe into whether President and
Mrs. Clinton benefited improp-
erly in the Whitewater land-
development venture while they
lived in Arkansas.

In the past week alone, Mr Wil-
helm estimated the party raised
nearly $6 million in contributions
at fund-raisers in Boston, Miami
and New York.

No perk

“It takes a big whack at
special-interest money in the pro-
cess and makes it far more likely
[issues] will be debated on the
merits than on the amount of
money involved,” said Demo-
cratic Sen. John Marty, the bill’s
SpOnsor.

When the law takes effect Aug.
1, Minnesota will have some of
the toughest restrictions in the
nation on ing. The measure
was approved overwhelmingly by
the Legislature last week.

D'Amato unfair?

In a poll of Sen. Alfonse M.
D'Amato's home-state volers by
the John Zogby Group, #4 per-
cent of the respondents said the
New York Republican has been
“unfairly trying to exploit the
Whitewater issue for partisan
Republican advantage™ in calling
for a probe on Capitol Hill
Thirty-four percent disagreed.

Blll and Stan

The White House polls without
precedent, the Wall Street Jour-
nal reports.

President Clinton spent nearly
$2 million (paid by the Demo-
cratic National Commirtee) on
polling last year to provide data
far beyond the experience of any
previous presidency, reported the
Wall Street Journal.

The Journal's James M. Perry
said that what presidential poll-
ster Stanley Greenberg discovers
from focus groups and public
opinion surveys helps Mr. Clinton
determine “what he needs t be
saying and how he should be say-

ing it

What's more, the pollster is
good. “Stan Greenberg scares the
hell out of me.” Frank Luntz. Re-
publican and former Ross Perot
polister, rold Mr. Perry. “He just
doesn't have a finger on the peo-
ple's pulse; he's got an IV in-
jected into 1. He's the best.”

The collaboration between Mr.
Gr g and Mr. Clinton is ob-

No more complimentary tick-
ets to Vikings football games for
Minnesota lawmakers. No more
free ski trips. No more hors
d'oeuvres at lobbyist buffets. Not
even a free cup of coffee.

Republican Gov. Arme Carlson
signed into law a ban on just
about every lobbyist-offered perk

vious 1o specialists. “You can
hear it in the rhetoric” Mr. Luntz
said. “The words he uses come
nght out of Stan Greenberg's fo-
cus groups.

“Greenberg literally pulls the
words out of the mouths of ordi-
nary Americans and puts them in
the mouth of the president. The

- B P

result is, Bill Clinton speaks like
real Amencans speak. | wish we
had a Stan Greenberg "

Kerry at 50

Sen. John Kerry is “more bal-
anced, more accomplished and
measured — yet a man wh
pace and passion seem even more
urgen!t than when he entered the
Senate 10 years ago.” the Boston
Globe reported.

In a profile that outlines Mr.
Kerry's evolution from an out-
sider bucking the system to mov-

ing government from within, the
Globe's Bob Hohler said the Mas-
sachuserts Democrat has “re-

.'.h:rd his priorities.”
e is tougher on on crime and
other aspects of his liberal phi-
losophy seem to be shifting as
well. His stance on welfare |
modvmbed and he is conspicu-
ously the
ers of the Clinton health care hl.l]_
While critics assert he is aloof,
occasionally arrogant and moti-
vated by personal ambition, oth-
€13 See @ NeW Man, “an emerging
leader who is quietly gaining the
stature that has long eluded him
in the Senate”

New health message

After a long search for a way
to win broad support for his
heaith care proposal. President
Clinton has adopted an approach
that relies on tales of real people
and consumer-friendly terms
such as “guaranteed private in-

surance.
USA Tbday quoted Harold
Ickes, deputy White House chief
of staff, as saying the White
House 1s trying © put & “face” on
the reform and d.nv: home the
message in "a very human way"
As a result, licated ref-
erences like * alliances"
and “employer mandates” have
in favor of such lan-
guage as “choice of doctor” and
“health benefits guaranteed at
work,” said writer Judi Hasson.
She described the as
it emerged last week “as simple
and I i of

personal, invoking stories
distraught families and strapped
retirees who just could be you.”

despite & state law rendering
them toothless.

hll.ﬂ-m elections Tuesday in
Marion County and its towns of
Turner, Albany and Junction City
brought to 20 the number of local
governments in Oregon that have
passed such

The measures bar homo-
sexuals from being guaranteed
the same anti-discrimination pro-
tections as racial minorities and
pl‘ﬁhlbll spending pubhl: money

ON programs seen as “ p-rmmung
homosexual behavior.

A challenge to the state law
barring local governments from
enforcing them is pending before
the Oregon Court of Appeals.
Marion County. population
228,000, includes Salem, the state
capital
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leads to second
Whitewater deal

By Jerry Seper H ]

THE WRSMI DT TIMES

Federal investigators have tar-
geted a failed 810-acre real estate
project near Little Rock — pur-
chased in 1986 by the Whitewater
Development Corp. — as the direct
beneficiary of a portion of a
$300,000 government-backed loan
linked to President Clinton.

The project. known as Lorance
Heights. was purchased in March
1986, the month Mr. Clinton and
Whitewater business partner
James B. McDougal purportedly
pressured David L. Hale to ap-
prove the Small Business Ad-
ministration-guaranteed loan to
“clean up" their financial prob-
lems.

It had not been disclosed that
Whitewater — owned by Mr. Clin-
ton, Mr. McDougal and their wives

— was directly involved 1n buving
and developing properties other
than the 230-acre Whitewater site
along the White River in northern
Arkansas

Investigators also are trying o
determune If Lorance Heights, in
woodlands 15 miles southeast of
Little Rock. was used as a White-
water conduit for the illegal diver- |
sion of funds to Arkansas politi- |
cians, federal law enforcement
sources said.

They said as much as $250,000 |
in profuts from the cutting of tim-
ber at the site — in violation of
deed restrictions — may be miss-
ing. It is mot clear where the |
money went. and records showing
how it was used or where it was
deposited have not been located. |

Project records were subpoe- |

0 Lo

DEAL

From page Al

naed this month by Whitewater-
Madison special counsel Robert B.
Fiske Jr, who is investigating
whether money was illegally di-
verted through Mr McDougal's
Madison Guaranty Savings and
Loan Association to Whitewater
and to Arkansas politicians, in-
cluding Mr. Clinton

Lorance Heights. touted as a
residential area for elderly and
low-income people, defaulted on
its mortgage for $510,000.

Madison, closed by federal reg-
ulators in 1989 at a cost of 550 mul-
bom, is at the center of Mr. Fiske's
probe.

In reports to the Justice Depart-
ment recommending criminal in-
vestigation, the Resolution Trust
Corp., which disposes of failed
S&Ls, said it suspects that Mr
McDougal diverted depositor

see DEAL, page All |

15, 1986, and a $440,760 promis-
sory note payable over six years.

The General Accounting Office,
in a 29-page report delivered Mon-
day to Rep. John J. LaFalce, New
York Democrat and chairman of
the Small Business Committee,
said title on Lorance Heights was
transferred in December 1986
from Whitewater to Great South-
ern Land Co., which was “wholly
owned by James and Susan Mc-
Dougal”

The GAO said Lorance Heights
was divided. and sales contracts
for lots were signed by both
McDougals for Whitewater and
Great Southern. The GAO report
said Mr. McDougal told Interna-
tional Paper during negotiations
for the Lorance Heights property
that he was the sole owner of
‘Whitewater.

The Lorance Heights project
was foreclosed in 1989 after
‘Whitewater failed o make the

mOortgage payments. Inumlnonl]
Paper, which later

money from Madison to Mr. Clin-  property. sued and won a ssm,mu

ton's 1984 gubernatorial campaign  judgment against Whitewater,
using overdrawn accounts and  which never paid.

roved loans. Most of the approximately 50

The RTC alsor ded an ple who purchased 10-acre

invesngation of reports that Madi-
son money had been illegally di-
verted to the Whitewater project.

Arkansas land records show
that Mr McDougal began negoti-
ations to buy Lorance Heights in
February 1986. Mr. McDougal
signed a contract March 4. 1986, in
his capacity as a partner in White-
water. The northern Arkansas real
estate venture also failed.

The Lorance Heights land.
owned by International Paper Re-
alty Corp., was sold to Whitewater
for $550,950 in a deal that closed
Dct. 10, 1986,

Carl Gagliardi. a spokesman for
International Paper, confirmed
yesterday that the company had
received subpoenas from Mr
Fiske's office on the Lorance
Heights deal. “We are in the pro-
cess of complying with the sub-
poena.” he said. “The documents
are being assembled and will be
turned over shortly”

International Paper. one of the
largest landowners in Arkansas,
was one of Mr. Fiske's clients in his
private law practice in New York
Ciry.

Mr. McDougal, the land records
show, handed over $80.190 at clos-
ing. The money. drawn from a
McDougal account at Madison. in-
cluded a $25.000 check dated Apnl
4, 1986. and a cashier's check for
$55.190 dated Oct. 10. 1986 The
balance was represented by a
$30.000 promissory note due Dec.

ptrccl-s at Lorance Heights were
elderly or poor and took advantage
of $175-a-month mortgages of-
fered by Whitewater. Few of the
promised amenities, including
roads and sewers, were delivered.

The Clintons ht;:! &e‘:led any
m‘dll mn tewater-

l&l.lt White House offi-
cinl.l have said the president has
“no recollection” of any meetings
with Hale about an SBA loan.

Mr. McDougal was not available
yesterday for comment. His at-
torney, Sam Heuer, who has said
the transfer of Mrs. McDougal's
SBA-backed loan from an acoount

The loan o Susan McDougal,
who later divorced Mr. McDougal,
was approved in late March 1986,
deposited a month later in a Madi-
son checking account and trans-
ferred to a separate Whitewater
account, where as much as a third
of it is believed to have been di-
verted to the Lorance Heights pur-
chase.

Mrs. McDougal, facing un-
related embezzlement charges in
Los Angeles. has said she does not
recall receving the $300.000 loan

Hale, a former Little Rock mu-
nicipal judge and president of an
SBA-backed lending company
known as Capital-Management
Services Inc., has said Mr. Clinton

muﬂrmr. MARCH 24, 1994 «
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Lorance
Heights

cash.
mﬂﬂl a former prosecutor and
ist, has old authorities that during
the the

Mm;inﬁmthot‘ﬂ?

uy knew what was going on, as
we all did," Mr. Hale said. “But we
were friends, and that's just the
way business is done in Arkansas”
He said Mr. Clinton told him the
Clinton name could not be tied to
the deal “anywhere at all.”

The loan was never repaid.

Hale, who was appointed to the
bench by Gov. Clinton but resigned
after the federal charges arose in
September. pleaded guity this
week to two counts of SBA loan
fraud unrelated to Whitewater
Madison and has signed a plea
agreement to testify for Mr. Fiske
and cooperate in fus investigation

In court papers. Mr. Fiske has
described Hale's pending grand
Jury testmony as “a fundamental
part” of the probe
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By Dennis Kelly /
USA TODAY

All in the spirit of fun, the
University of Wisconsin-While-
waler is sending President
Clinton a school Tshirt.

“We'd love io see it on Bill
the next lime he's jogging”
says universily spokesman
Wall Ulbrichl.

The chances of Bill wearing
it? Probably, um, a little slim.

But yes, there really is a

Reno ‘not totally sutisﬁed’\/
with efforts to cut violence

The networks are reducing violence in their progratis
but they have miles to go before they sleep, Atlorney G-
eral Janet Reno said Wednesday.

“1 think they (the TV industry) are making progress in
their eflorts. I'm not lotally satisfied,” Reno told u Senale
Appropriations Commatiee hearing,

“We will continue 1o work with the industry. | thik
we're going (0 make far more progress,” she said

Last year, Reno said she'd favor legislation lo require
because studies suggesied it en-

reduced violence on TV
courages violence by children

But she wants the TV industry 1o act voluniarily. “Junet
Reno doesn’t want to tell them how (o program. I don't

know anything about television.”
Major broadcast and

cable nelworks have

prisiinised Lo reduce the

number and content ol

violenl  progrinns  and

now show warnmgs e

[ore progrvms il con

tan violenl scenes.

lown ol Whilewaler — popula-
tion 13,000 — bul il has noth-
ing to do with the Whitewater
real estate development in Ar-
kansas that's causing a ruckus.
Bul the town is Gnding its name
is bringing “increasing atten-
tion,” Ulbricht says.

For instance, Wisconsin Pub-
lic Television on Friday airs a
Whitewaler spoof — laking its
cameras on campus and into
lown inm search of faux dirt.

It only shows within the

slale, bul here's the story:

The WeekEnd Heam sets
off for silhouetled interviews
with hotel owners, a tour of the
school library to locate docu-
ments and a visil to the campus
cemetery lo find where the
skeletons are buried.

“We suspect some of the
money may have been washed
through the Whilewater Laun-
dry and Video,” says producer
Andy Moore.

City Manager Gary Linden

says Whitewater is a big issue
“inside the (Washington) Belt-
way.” Bul in his Whilewaler,
“We're more concerned aboul
issues like property taxes.™

Ol course, the campus, the
lown’s biggest employer, thinks
it could help Clinton.

“We laughingly say we have
lhe state’s largest undergradu-
ate business program, and per-
haps some of (Clinlon's) asso-
ciates should have been our
students,” suys Ulbricht.

Hundt getting poor reception.

By David Lieberman
USA TODAY

This week has erased any
doubt: The honeymoon be-
iween Federal Communica-
lons Commission Chairman
Reed Hundt and some of the
biggest industnes his agency
regulates is over

During his nearly lour
months in office, Hundt has
alienated the cable induslry by
leading the FCC's move 1o cul
subscriber rates by 7. “Most
(cable operators) guestion
whether he knows whal he's
doing.” says Stephen Effros of
the Cable Telecommunications
Associalion, a trade group.
“How cun  someone in one
bredsth say that this is the big-
pest cul an rales and then say
W have no effect on the busi-

AP
HUNDT: Rate cuts, snub an-
gered TV, cable executives

ness?™

Tundt oo angered  nny
television and radio station
owners by not attending the

National Association of Broad-
casters’ annual convention in
Las Vegas. Instead, Hundt is al
an international telecommuni-
cations conference in Buenos
Aires, Argentina.

That hurt, says an editorial
in this week's lroadcasting &
Cable, o leading rade maga-
zine: “The few public appear-
ances he's made huve avoided
substance like the
The truth is that, after 113 days
in office, there is as yel no ar-
ticulated vision ol Reed
Hundt.”

Is the PR damape serious?
Probably not, says Nicholas Al-
lard, o communications liwyer
and friecnd of Humdt's. “The
FUCs mvent rate regulations
have been viery strong and un-
pliseant medicine —  hut s
hardly poson.™

And broadcasters who feel
slighted will soon forgive
Hundt. “After the Buenos Aires
conference is over, people will
understand its importance.”

Indeed, Hund! Iried 1o reas-
sure broadcasiers Wednesday
in & satellite address. He ex-
pluined that he had “a patriotic
duty” 1o go 1o Buenos Aires.

Hundt told the group that as
FCC chief, he wants to expand
public and classroom access (o
the information highway, end
unnecessary FCC regulations
and promote economic growth.

He said that broadcasters
could profit from “literally bil-
lions of dollars of new exports”
a5 other countries drop restric-
tons on US  programming
“tine of the toprated shows
here in Argenting is The Senp-

sons,” Hundl reported.

™~
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‘tewater:
ocuments
d the key

lent faces questions
ss conference tonight

Cauchon
WY

nt Clinton's news conference tonight 1s ex-
be dominated by questions about the
sr affair
has answered questions about the 1870s
land deal in several appearances before
in the last month
o5t guestioning on specifics has been
ide with his observation that Whitewater
junsel Robert Fiske 15 getting Lhe coopera-
& White House and mus! be allowed Lo fin-
ork.
¢ release of several sets of documents
vide answers 10 many of the Whitewater
: that have kept the 1ssue alive
lintons arranged to have their Whitewater
218 subpoenaed when thev were wmed
the special counsel. This makes it a crime
ecutors 1o leak them. But nothing prohibits
tons from releasing the documents.
are seven seis of documents that seem 1o
> kevs 10 the Whitewaler affair

lim  5' 1978 and 1979 tax returns |
-— President Clinton and Hillary Rod- |
ham Chinton have made public their
tax rerurns from 1680 on But for rea- !
sons that are not clear, they have re-
fused 10 release the rwo vears that |
have caused them the most trouble. |
T wae Arkansas anorney general in 1978 and |

07 In 1979,
Clintons and James and Susan McDougal
1 the 23(-acre Whitewaler property in 1978
‘ormed Whitewater Development Corp. in
Tax returns would indicate how the Clinton's
*¢ the investment in the vears in most dispute.
mes McDougal savs the Clintons invested only
10 while he invested §160.000. The Clintons say
los! $69.000
1€ 1A returns would also answer questions
'd 1na New York Times article about a $100,000
modities profit Hillary Rodham Clinton made
ng 1978 and 1979

! Whitewater files
The White House says it has the
checks. receipts, and other paper-
work 1o show the Clintons used their
own money for the investment, vet
they have declined (o release docu-
ments 10 prove it

By Tor Lanion. USA TODA

IN WASHINGTON: President Clinton and the first lady focus on health reform at a meetng f health-care

providers Wednesday on the White House lawn
the money-losing Whitewater venture. ]

The McDougals gave the Clintons the Whitewater |
records in 1981, The Clintons were supposed 1o re-
turn them but never did, the McDougals say.

1985 campaign records
Clinton's campaign financial re-
cords are nearty compiete, except for

1985. The law does not require re-
cords be kept more than five years, so
there is no legal requirement that the
documents be kepl. |

However, the county clerk in Little Rock has |
copies of all of Clinton's campaign financial records |
except the 18985 supplemental report. The repor |
would detail a controversial fund-raiser held at
Madison SkL in April 1983 to pay off a Clinton cam-
paign debt. Federal regulators suspect Madison
funds may have improperly been funneled to the
Clinton campaign.

Madison Savings & Loan files
The Resolution Trust Corp., in pant

#

10 reveal who Madison made loans to
and who did not repay them. Madison
is at the center of the Whitewater con-
Iroversy because il cost laxpayers
more than §47 milllon when it failed. The S&L

-ritics suggest James McDougal gave the Clin-
1§ @ sweeiheart deal on the land They also sus
¢l the failed Madison Guarantyv Savings & Loan,
ned by McDougal. funneled money o prop up

made many bad loans to various Whitewater fig-

2 supplemental financial report from | been unwise bul were not improper

hindered by privacy laws. has refused |

ures and has been under RTC invesugation since it
| failed in 1969

House notes on Madison

White House oficials and Treasun

~ Department officials discussed Mad

SON in & senes of meelngs last fall anc

this spring under invesugaton by the

independent counsel. The White

House says the meetngs may have

e notes, al

ready turned over (0 the independen! counsel
could help answer thal gquesuon

Flles on Vinca Foster's death

The Justuce Department has re
fused to release the police report, au
lopsy results and other documents on
the death of Vince Foster. The resull
wild speculation Foster's death on
July 20 was not a suicide. Whitewater

fles were removed from Foster's office afier his
death and urned over Lo the special proseculor.

Hillary Rodham Clinton's legal bilings
Hillary Clinton has been cnucized
for representing clients such as Mad:
son and the federal government in &
suit mgainst Dan Lasater, a famuil
friend. McDougal says Bill Clinton
asked him to put Hillary Clinton on
the S&L's pavroll. Clinton denies this and says mos!
of the §2,000-a-month retainer went (0 the Rose Law
Firm, not Hillary Clinton. and some was returned
because the firm didn do sufficienl work

/
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x-judge linked to missing cash

Witness’s credibility on line

By Dennis Cauchon
LUSA TODAY

LITTLE ROCK — Former judge Da-
vid Hale. a key witness in the burgeon-
g Whitewater affair, is under a state
investigation for his connection to
5150,000 missing from an insolvent Lit-
tle Rock insurance company he owned.

The Arkansas Insurance Department
invesuigation 1< trving to locate $150.000
removed in Julv 1993 from National
Savings Life Insurance. The agency de-
clared the company insolvent in Sep-
tember 1993 and took it over

“We're 1ning to trace where the
money wenl and who it went 10,” said
Insurance Commussioner Lee Douglass.
Cwil and criminal penalues are possi-
ble. said Douglass. He wouldn't say if
the case was referred to a prosecutor,

The state investigation is not related
1o special counsel Roben Fiske's White-
waler prabe but 1t could funther dam-
age the credibillity of Fiske's most im-

Hopoﬂ would link
welfare to citizenship

portant witness so far.

In a plea bargain with
the independent counsel,
Hale pleaded guilty Tues
day to two counts of fraud
and agreed 1o cooperate
with the government in its
Whitewater investigation.
Hale says then-governor
Bill Clinton pressured him
into making an improper
Small Business Administra-
tion-backed loan to one of Clinion's part-
ners in the Whitewater land venture.

The Fiske plea bargain grants Hale
immunity for any crimes revealed to
the special counsel before March 20.
Fiske's office declined comment on
whether Hale had immunity from ac-
tons involving his insurance company.

Neither Hale nor Randy Coleman,
Hale's lawyer, returned phone calls.

National Savings Life selis burial in-
surance 1o black. low-income families
and. until September, also owned the fu-

“Damocrar-Gazene
HALE: Owned insol-
ven insurance firm

neral home where most of
its policies were written
and cashed in. Hale bought
the company in 1986.

Insurance Department
records show that in March
1993, the department or-
dered Hale to improve the
finances of his insolvent
company.

On July 2, another Hale
company, National Savings
Corp., put $150,000 into Na-
tional Savings Life. On July
6, National Savings Life
sent the insurance commissioner a lel-
ter, with a copy of the $150,000 deposit
slip, saying it met all inancial require-
ments.

But two days before Hale was indict-
ed on federal charges on Sept 23, a Na-
tional Savings Life employee told the In-
surance Deparument the $150,000 was
gone. Insurance department examiners
wenl lo the company unannounced and
found a bookkeeping entry that on July
6, just after the investment had been re-
corded, the money was used 10 buy

$150,000 in preferred stock fromF &
cial Services of Arkansas Inc.

Financial Services of Arkansas is an-
other Hale company, located in Suite
200 of his office building a1 1910 North
Grant St next to Suite 202, where his
insurance company is located. .

FSA is not a nationally approved in-
vestment for insurance companies,
Douglass said. Also, National Savings
Life had no stock certificates or other
evidence the investment had been
made. Secretary of State records show
FSA had no preferred stock to sell.

“Once the money comes in, it's the
company's money and there are tight
restrictions on what can be done with
it" Douglass said. “He was trying to sell
the company and this $150,000 made
the books look good.”

The Insurance Department also is
trying to find the source of the original -
§150,000. Insurance Department ator-
ney Steve Uhrynowycz says the money
from National Savings Corp. came from
Ink Jet Systems Inc., a company fon
three days before the investment and
which has not been located.

Panel’s health pla
backs Clinton goals

3 Wilham M Weilch
‘SA TODAY

Moderale and conservative
4ouse Democrats are advocat-
ng welfare reform financed
»n cutuing off most benefits 10
ron-cilizens rather than
Nrough new taxes

The il 15 being readied by
he =ocalled Mainstream Fo-
‘um of about 80 House Demo-
‘rate It could signal trouble for
“resident Clinton's new reform
lan. which advisers presented
oonim this week

Clinten was gven financing
puons that include a new fed-
*r@! lax on casinos and other
@ambling nstitutions. and a
nore modest limitation on
senefils 1o non<itizens

The congressional Demo-
craws bill more closely resem-
ies a version already suppon-
*¢ by House Republicans. |t
~ould bring a near total halt 1o
~elfare payments, including
ili Medicaid benefils except
:mergency medical care, for
10n-CItizens

Many administration offi-

cials hope to avoid such a
largescale anack on non<iti-
zens’ benefits. certain to tngger
opposition of liberals and His
panic lawmakers.

Together with Republicans,
the Mainstream Forum could
create a mapority to the right of
Clinton’s plan. before he sends
his bill 10 Congress.

"We're not going to raise tax-
es” forum |eader Rep. David
McCurdy, D-Okla., said
Wednesday “It's obvious that a
large number of members of
the House are supporung this
comprehensive reform.”

The bill is being worked out
by a panel of 12 Democrats,
acting on behalfl of the larger
group. which wrote Clinton last
fall urging a sweeping reform.

The potenual gaming lax has
trnggered Sirong reaction in Ne-
vada, where nearly half the
slate's budget ts financed with
laxes On CASInos.

Nevada Gov. Bob Miller, a
DemocralL today will visit the
White House and Congress o
urge rejection of the tax, which
would raise §3 billion to $4 bil-

By .kt‘m Duricka. AF
McCURDY: "We're not going to
raise taxes.’

lion over five years.
“1 hope we can sink it; | feel
confiden! we can because it's

such a dangerous precedent,” |

said Sen. Harry Reid, D-Nev.
“This is certainly a foolish
thing to do. It puts people out of
work, and not only in Nevada.”

The forum D ats' bill

| By Richard Wolf
| USa ToDAY

| The health-care reform plan
! approved late Wednesday by a
| key House panel bears litlle re-
semblance 1o President Chin-
ton's proposal, but it sticks by
; most of his goals.

| Gone are the mandatory
|

purchasing cooperauves Clin-
ton wants Lo INCrease consum-
er clout and spread insurance
| risks. Gone, too, are his subsi-
dies for small business, and
some of the more generpus
| benefits in his standard policy,
| including some long-lerm care
| coverage.
And where Clinton has

1ce for all, the plan auth-

would target nearly | million
non-<itizens, It would halt pay-
ments under Medicaid, Aid 10
Families with Dependent Chil-

dren and Social Security and |

food stamps.
Like Clinton, they would set

a two-year ume limit on bene- |

fits but would require recipi-
ents 1o go to work sooner.

ored by Rep. Fortney “Pete”
Stark, D-Calif.. creates a new
Medicare “Part C” 1o cover the
poor. unemployed and some
| small business emplovees.

| But the Stark plan, approved
| 5 by the House Wavs and
Means Committee's health sub-
| committee after much back-
| room negotiating. includes

| suressed guaranieeing private
I
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Clinton’s mandate that employ-
ers pay 80¢c of workers’ insur-
ance, caps on health spending
higher tobacco taxes and cuts
in Medicare growth,

The goals are the same: con-
trolling soaring health-care
costs while extending coverage
to 38 million uninsured Ameri-
cans and ensuring others won't
lose their insurance.

Democrats on Stark’s panel
hailed their version as an im-
provement over the Chinton
plan. widely criticized for new
federal and state bureaucra-
cies. "We've improved il over
the Clinton package.” said Rep.
Sander Levin. D-Mich.. who
provided the crucial sixth vote.

But Republicans called it
worse than the Clinion plan
they oppose, noung it expands
the federal government's role
in health care by greatly ex-
panding Medicare.

“It is far more direct govern-
ment involvemnent and direct
government control,” said Rep.
Nancy Johnson, RConn

» First step, 1A
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White House notoriety Patsy
Thomasson actually showed up to tes-
tify to Congress Tuesday, and proved
herself charming. She did little to still
concerns about the administration's
security procedures, however, and on
the matter of her nocturnal visit to
Vincent Foster’s office in the wake of
his death she pleaded the Fiske.

Ms. Thomasson “‘would like noth-
ing better,” she said, thin to tell the
subcommittee “‘what I did that night
in that office.” But due to Special
Counsel Robert -

Fiske's probe into
Mr. Foster's death,
she couldn't possi-
bly comment on %
that. Ms. Thomas-
son, in case you've
spent the last
month as an orbit-
ing astronaut, is
the FOB from
Arkansas who was
once the top aide of Hmv mﬂwm
FOB bond dealer and drug convict
Dan Lasater, and who has risen in life
to be director of the Office of Adminis-
tration at the White House, where she
oversees personnel, computers and
some security operations.

These responsibilities seem to
weigh heavily in this administration.
The White House Counsel's office is re-
sponsible for security passes, the im-
mediate responsibility of Associate
Counsel William Kennedy III, the for-
mer Rose Law Firm partner now totter-
ing on the brink of resignation (maybe
by tonight's 7:30 press conference?)

over a nanny-tax issue. Last night, the _

White House said Mr. Kennedy would
no longer handle passes.

The security situation is so dire
that Congressmen Dan Glickman and
Larry Combest, Chairman and rank-
ing minority member of the House In-
telligence Committee, have written
the Director of Central Intelligence
(see text below) more or less suggest-
ing that he cut the White House off
from classified information.

More specifically, they asked CIA
Director James Woolsey what steps he
had taken to ensure that White House
staffers without clearances hadn't had
access to classified material. The two
Members said they were troubled, and
that “The urgency of this matter has
been highlighted by the arrest of
Aldrich Ames,"” (for astronauts, the
recently apprehended KGB mole in
the CIA).

When Ms. Thomasson responded to
similar concerns expressed this week
by House subcommittee chair Steny
Hoyer, a Maryland Democrat, she was
hardly reassuring. ‘“We don't think we
have any Aldrich Ameses at the White

Patsy Takes the Fiske

House,” Ms. Thomasson responded.
“But we certainly could.” Ms.
Thomasson admits that she lacked a
permanent White House pass or secu-
rity clearance until earlier this
month; despite that, she has had 24
hour access to the West Wing. At one
point in her testimony, she also said
she had *'no need" to have the combi-
nations to any safes in the White
House; they are in the possession of
Charles Easley, a security officer who
works for her.

She also revealed that while Mr.
Kennedy was handling clearances for
White House passes, his own back-

ground check was finished in March -

1993, but he didn't receive his own
permanent pass until December. GOP
Rep. Frank Wolf, who first agitated
these issues on the House subcommit-
tee that oversees the White House

budget, told us that White House Chief |

of Staff McLarty's background check
was completed on January 22, 1993—
two days after the inauguration. He
didn't get his permanent pass until
just this past March 5, the day Mr.
Fiske’s first subpoenas arrived at the
White House. House Members wanted
lotnowwhnmgolngon. N

Thomasson, however, - per~
sisudmteumm Wolf on Tuesday
not to worry. She said there was no
reason for concern that sendor Whité
House aides lacked permanent passes

“fully adjudicated," which apparently
means the background check was
complete and accepted by Mr.
Kennedy, who just hadn't gotten
around to forwarding the Chief of
Staff's papers to the Secret Service,

This is 'malarkey,” says Phil
Larsen, who was administrative offi-
cer in Jimmy Carter's White House
and ran personnel management under
President Bush. The Secret Service
must clear a final financial check, and
is part of an adjudication. “None of
this makes any sense,” he told us; it
would be “astonishing™ if security
clearances were issued before passes
were. 'The two always—and should—
go together."

Alfter sleeping overnight on Patsy's
testimony, Rep. Woll and Rep. Bill

have permanent pa.sm '
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—_——— U.S. HOUSE OF REPRESENTATIVES
A e st

R o TR

- WAMIGTON, B 200188418

March 17. 1994

Honorable R. James Woolsey
Cirector of Central Intelligence
Washingten, D.C. 0%

Dear Mr. Woolsey:

We are writing to register our CONCern cver recent press
reporcs that over 100 White House staff members have not baen
issued security clearances. Reportedly, at least 15 of them hold
senior positions and presumably would have access to classifisd
information as part of their jcbs. Our concern is beightened in
light of the fact trhat the White House routinely receives such
items as ths President's isf, ¢

ily, and classified briefings and analytical papers that are
distributed to staff in the White House.

In your capacity as the Director of Central Intelligencs,
you have a statutory obligation to protect intalligence sources
and methods. Wa would like te know what specific steps you have
taken to ensure that informacion classified Co protect
intelligence sources and mechods has not been made avallable to
individumls on chas White House staff who do not have appropriate
clearances. The urgency of this matcer has been highlighted by
the arrest of Aldrich Ames where it appears that lax enforcement
of compartmentation safegquards may have provided him with
unauthorized access to additional sensitive informaction. In
clesing, we are troubled by press reports citing
"procrastiration” by White House staff as the explanation for the
long delay in processing clearances for these individuals. Such
an attitude toward legitimate security concerns makes your job of
protecting sources and methods more difficult but emphasizes its
importance.

Chairman

Sincerely,

Tanking Repe Peacer

THE WALL STREET JOURNAL THURSDAY, MARCH 24, 1984
s ————————— —————

The U.N. Goes Retro \/

If there were any doubts that the
1970s are becoming chic again, they
were erased recently when the United
Nations Security Council passed a vin-
tage Israel-bashing resolution. The
resolution condemning the Hebron
massacre is straight out of the old
Zionism-is-racism song book.

Since when, first of all, does the
U.N. go around condemning the ac-
tions of private individuals? Last
Yyear's massacre on the Long Island
Rail Road was surely horrific and
racist, yet somehow the U.N. didn't
feel called upon to pass resolutions.
Yet Baruch Goldstein becomes a
chance to bash an entire nation.

Nowhere does the resolution ac-
knowledge that Goldstein has been
condemned across the Israeli political
Spectrum. On the contrary, the Secu-
rity Council resolution studiously
lumps together Goldstein and the Is-
raeli government, The resolution then
tries to bias the current negotiations.
The fate of Jerusalem is one of the cen-

tral subjects of the current talks. But
the resolution is artfully worded to call
for Israel's withdrawal from the city.

Since Israel is the only nation in the
world that is forbidden a turn on the
Security Council, it is up to permanent
members such as the U.S. to assure
some sort of balance. Despite the re-
quest of 60 U.S. senators, though, this
resolution was not vetoed. Syria,
Lebanon and Jordan said they would
not return to the peace talks unless the
resolution was passed (as if it were a
favor they were doing for the U.S.), so
U.S. Secretary of State Warren
Christopher found a way to abstain
from two of the most egregious para-
graphs while approving the rest.

“‘We need to send a strong signal
to the extremists in any quarter,” Mr.
Christopher rationalized. But this is
exactly what the resolution does not
do. This episode demonstrates that
the U.N. is hopelessiy biased in the
Middle East. Can it possibly play a
constructive role?
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' cial Counsel’s Probe of Whitewater

ludes Bond Dea

By ELLEN JoaN PoLLock
eporter of THE WaALL STRERT JOURNAL
13l Counsel Robert Fiske's investi-
of the Whitewater matter has now
led to a highflying bond dealer with
President Clinton.
a recent wave of subpoenas, Mr.
sought documents about the bond
. Don Lasater, and his Lasater &
~hich had a piece of the Arkansas
business while Mr. Clinton was gov-
. Mr. Clinton’s relationship with Mr.
.er was an issue in the 1992 presiden-
ampaign. Mr. Lasater raised money
{r. Clinton's 1984 gubernatorial cam-
1and gave a job to Roger Clinton, the
dent's brother.
s governor of Arkansas, Mr. Clinton
ied the state legislature for a bond deal
benefited Mr. Lasater, while the

i dealer was under investigation for

/icking in cocaine. Mr. Lasater pleaded

ty to drug charges in 1986,

vr. Fiske also is seeking documents

slving former Associate Attorney Gen-

| Webster Hubbell and White House
¢ Patsy Thomasson, who once worked

Mr. Lasater. P.O.M. Inc., a company

ned by Mr. Hubbell's brother-in-law, is

ed on Mr. Fiske's subpoenas as well.

Mr. Lasater couldn't be reached to

nment, and it couldn't be determined
.ether he has received a subpoena from
*. Fiske. The special counsel has issued
yre than 150 subpoenas since February.
1ey list dozens of names and request "all
<uments and/or communications refer-
ng or relating” to the people listed, Mr.
ske declined to comment.

Ms. Thomasson, whose name also ap-
ears on Fiske subpoenas, is director of the
/hite House Office of Administration. She
as formerly a senior executive of several
{ Mr. Lasater's companies and helped to
un his business while he was jailed on the
irug charges.

She was also one of three White House
1ides who went to Deputy Counsel Vince

Foster's office after he committed suicide
last July.

Phoenix Group Inc.. an investors group
once headed by Ms. Thomasson, is being
investigated by the Securties and Ex-
change Commission in connection with
P .ble insider trading in Arctic Alaska
Fisheries Corp. stock in June 1992, Shortly
alterward, Arkansas-based Tyson Foods
Inc. announced an agreement to acquire

Linked to Clinton

the company. Phoenix Group was once
called Lasater Inc. and was headed by Mr.
Lasater.

Ms. Thomasson said last week that she
neither traded in, nor executed an order
for, the stock. She hasn't received a sub-
poena from Mr. Fiske, according to White
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i Bid for Pollard Clemency
Is Turned Down by Clinton

‘l By a WaLL STREET JournaL Staff Reporier

WASHINGTON — President Clinton
refused to grant executive clemency
to convicted spy Jonathan Pollard, after
the Justice Department recommended

Jewish groups.

Attorney General Janel Reno yester-
day joined the Pentagon and the Central
Intelligence Agency in recommending
against clemency for Mr. Pollard, who
was sentenced to life in prison in 1986
after pleading guilty to passing secrets to
Israel.

The Israeli government. including a

plea by Israeli Prime Minister

Yitzhak Rabin, and the American Jewish

community had campaigned for his re-

lease, arguing his sentence was (oo

| tough. Mr. Pollard, a former U.S. Navy

intelligence analyst, is eligible for parole
next year.

Citing the “grave nature” of Mr.
Pollard’s actions, Mr. Clinton said in a
slatement, "the harm his actions caused
1o our country and the need to deter every
person who might even consider such

| actions, warrant his continued incarcer-
! ation."

against the clemency requests by some |

|
|

Obey Is Chosen
As Next Chairman |
Of House Panel L

By Davip RoGErs

Staff Reporter of TIlE WALL STREET JOURNAL

WASHINGTON — David Obey, a pro-la-
bor Wisconsin Democrat and protege of the
legendary Rules Committee Chalrman
Richard Bolling, was chosen by his party
caucus to be the next chairman of the
House Appropriations Committee.

/ The 55-year-old Mr. Obey won handily
ov

er the more-senior Rep. Neal Smith of
lowa. The 152-106 vote symbolized a gener-
ational change both in the House and the
Appropnations Committee, which wields
immense power over federal spending.

First elected to Congress in 1969, Mr.
Obey was a young ally to Mr. Balling, a
major architect of House reforms in the
1970s. Mr. Obey's own role in promoting
tougher ethics rules cost him votes and
the chatrmanship of the Budget Committee
in the early 1980s. Butl his career has
prospered as he has risen in the approprna-
tions panel and forged a close relationship
with another Bolling protege, Majority
Leader Richard Gephardt (D., Mo.).

"I believe a committee is a tool of the
House, not the other way around,” said
Mr, Obey in remarks yesterday
Mr. Bolling's of years ago. The new chair-
man's ties to the House leadership will
bring a new dimension to the appropria-
tions panel, which is the most insular and
least understood of the major House com-
mittees.

Mr. Obey will have the title of associate
or acting chairman, in deference to the
panel's ailing 84-year-old chairman, Rep.
William Natcher of Kentucky. But yester-
day’s voling was tantamount to the selec:
tion of a new chairman, and it gave Mr.
Obey all the powers of that office.

Fiercely combative, Mr. Obey has a
tempestuous, sometimes rude style that
can be his undoing. Bat he draws on a wide
knowledge of domestic policy and finance
built up over years on the Joint Economic

Committee, which he currently heads.
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Whitewater Dampens the Day

he town 1s full of people trying to

calculate the cnppling effects of

Whitewater on the Clinton
presidency. Is it a glancing blow from a
retractable baton such as suffered by
Nancy Kerngan, or is it more lethal® All
we re seeing nght now is vignettes: how
it casts a shadow on a White House
evenung and curdles a pretty good
Capitol Hill alliance.

The president’s St. Patrick’s Day gala
for the Irish, a joyful of
bundreds of people who are, or wish they
were, Lnsh, had it all: pipers, harpers,
Jameson and song. But Senate Majority
Leader George Mitchell (Maine) showed
up late bringing word of the 98-0 vote for
Whitewater heanings; and when the
president was toasting the Inish pnme
munister and peace, aide George
Stephanopoulos picked hus way through
the pmmed East Room to hand hum a
folded piece of paper—notice of the
long-dreaded Stephanopoulos subpoena.

On Capitol Hill, where all is confusion,
wild hopes and wild fears, people are
transfixed by the sight of the two most
independent members of the body, Reps.
Henry Gonzalez and Jum Leach, at each
others' throats. They are nothing alike,
the explosive Hispanic chairman of the
House Banking Commuttee who has the
head of a buffalo and the tenacity of a
terner and the ranking Republican wasp,
a blond, apple-cheeked, polite, corn-fed
Jowan who went to Princeton and does
weekly broadcasts for the BBC.

‘They do not have much in common, it
would seem, untll you notice that they
both go against the odds without a second
thought. Leach has reflexavely fought
conservative Republicans. He voted
against so many Cold War measures
during the Reagan years that Democrats
took his vote on Liberal causes such as the
nuclear freeze for granted.

Gonzalez took on the enure U.S.
government. While the State
Department, the White House, the
Justice Department and the CIA railed
and cursed, he hammered away on the
murky matter of the Banca Nazionale del
Lavoro. He stood on the House floor,
hour after hour, after evervone else had
gone home, and pounded out the story of
worldwide perfidy, of a conspiracy to
make fniends with Saddam Hussen with
loans and grants. The iutial dension of
hus colleagues, the rage of Republicans
were things he did not notice, Gonzalez,
of Texas, does not have the local
compulsion about 1mage.

In this enterpnse, he had the support
of his ranking Republican member, the
gentleman from lowa. “] have supported

every inquiry that he has injuated,”
Leach said.

It’s different now, though. Since
Leach began a push for Whitewater
hearings, they are at daggers drawn.

Gonzalez, who has been Banking
Committee chairman for the last four of
his 33 years in Congress, feels
passionately that President Clinton
should not be investigated by the
committee while a special counse] is on
the case. Leach, for once in sync with
his party, 1s intént on getting a
searching inquiry of an S&L that has
become as notorious as any of the
Republican era. Uncharacteristically, he
has hinted at lurking, "blockbuster”
evidence, has spoken in the gravest
terms of the real stakes in Whitewater,
“possible obstruction of justice,” which is
actionable, and at other times of
“embarrassment,” which is not.

To Chairman Gonzalez, Leach’s
persistence in seeking a full inquiry while
the special counsel is malang huis
investigation is "out and out character
assassination plus a witch hunt.”

In an early letter to Leach, Gonzalez
wrote with his usual bluntness: “Frankly,
there's nothing more absurd—even
repugnant—than the spectacle of you
bunch of Republicans. . . . in fits and
paroxysms of morality.”

In an interview, the irate chairman
expanded: “It remunds me of a down-
South lynch mob, they have to find some
preacher to make it look as though they
they are doing something for the Lord.
Leach 1s their preacher.”

House Republicans, who are eaten
alive with resentment of Clinton and
hopes of disfiguning hus presidency,
understand they have a treasure in
Leach, with his reputation for probity.
GOP Whip Newt Gingrich (Ga.), the
munority's raging bull, defers to Leach.

Gonzalez played into the Republican
hands with a letter which was so
intemperate in tone—he called Leach
“obdurate” and “obstinate™—that House
Speaker Thomas Foley (D-Wash.) felt
obliged to apologize for it and give in to
GOP demands for hearings. Leach still
speaks well of his chairman—"as great a
man of honor as any individual member.”
Gonzalez speaks well of his unexpectedly
fractious ranking tormentor, too, but in a
“limited, modified” way.

*] used to think he was a decent man,
but the David Duke wing of the
Republican party is in charge of the
House. They have taken hum over.”

That's where things stand before the
Whitewater hostilities have even formally
opened.

For the Record

From a discussion abou! crime and
punishment on “Think Tank.™ to be
broadcast on public television Apri 2

Bep Wattenberg: When we talk
crime, crime, crime, are we really us-
ing code for black, black, black?

Lani Guinier [Universmy of Penn-
sylvania Law School]: To a great ex-
tent, yes, and | think that's a problem.
pot because we shouldn't deal with the
disproportionate number of crimes
that young black men may be cocymit-
ting. but because  we can't talk about
race. then when we talk about crime,
we're really talking about other things,
and 1t means that were not being hon-
est 1n terms of acknowledging prhat
the problem s and then trying to deal
with it It's a way of distancing’ our-
serves from the real problem, whuch 18
the terrible nse in urban violence.

Jobp Dilulio [Princeton University]:
I tharix we ought 1o stop tallung n code
and be explbcit . .. | think if moddle-
class and upper-class neighborhoods
were having the sort of cime probiem
that we're having in inner-city neigh-
borhoods. vor wouldn't have [halfway
houses and work-release programs.]
It = t—cause these people are pobtical-
Iy powerless . . . that we have a cnm-
nal justuce system that lets them be
wictmazed repeatedly. . . .

Robert Bork [Amencan Enterpnse
Instriute]: ... When you look at the
people who object to increasing pun-
ishment . .. they tend 10 be bberals
and |[members of the] Congressiunal
Black Caucus . . .

Prof. Dilulio: | agree. . . . There'sa
disconnect there. ... The one seg-
ment of the Amencan populanorn that
supports most strongly stern cnmunal-
justice measures 18 SOCI0ECONOMUCaUY
deprived blacks and Launos bving in
wnner-city neighborhoods. These are
also people who strongly support so-

cal programs. We need both. They're
nol getung either
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President Clinton has scheduled a '3dvisers blame that on what they
are prime time news conference to- V€W 25 :ﬁdﬂ preoccupation with
ught to try to make the case that his " :
dEhnuﬁsu:umismmg{mrﬂm _ “There bas been 2 media obses-
is domestic agenda despite the eth- $i00 With this issve for weeks, and
cs controversies that have sur- the president is paying some price,
ounded the White House. said James Carville, a Clinton politi-
With several polls showing a sharp al-adwiser. “But he has shown re-
trop in Clinton's public approval rat- markable resilience. He will m'kf
ngs, a senior administration official s Case and things will be just fine.
the president planned to open the White House was trying to
us news conference with a state- tﬁw“hd:ﬁmm'w'
noting that he found yesterday ensnarled in
i 20d Fmgress another ethics issue, the fate of
President Clinton’s nesws conference White House associate counsel Wil-
will be broadcast live at 7:30 p.m. todgy tiam Kennedy III, who has acknowl-
by the major nelworks. lledaed_hefaﬂedtapaybacksm
. Security taxes from 1991 related to
1ave moved forward on crime and @ nanny until three weeks ago, when
=ducation legislation and are work- be feared public exposure. ]
ng on health care reform but have _ Kennedy, the White House official
significantly more to do after the I charge of determining the suitabil-
spring congressional recess, -y of potential admunistration em-
“Then he'll open the floor to ques- PIOYees 1o serve in office, said in an
tions and you can have at him on Iterview earber this week that be-
Whitewater and the country will see fore joming the Clinton White House
what you care about; and what he I February 1993, he had paid back
cares about: solving the nation's S0cial Security taxes for the nanny
problems,” the aide said. for the 1992 tax year. But he said he
The president has maintained for h2d po records for 1991 and thus
weeks that Whitewater and related W28 unable to pay for that year. He
issues are inside-the-Beltway preoc- ' 52 be paid the 1991 taxes about
cupations that do not concern most ' three weeks ago after he had his ac-
Americans. But a new Washington countant estimate then: y
Post-ABC News Poll illustrates the  White House officials said he
toll that the last month of ethical Made the disclosure to them and
controversies has taken on the presi- P2id the taxes because he feared the

dent. Clinton's job approval has
dropped 11 points, from 58 percent
in February to 47 percent today. His
disapproval rating has risen over
that month from 38 percent to 45

problem would become public during
negotiations over his divorce.

White House press secretary Dee

Myers, who spent her entire

g answering questions about

oy inedy. defended hum but said that
That was the president's Jowest Vhite House Chief of Staff Thomas
rating in seven months, and it is con- T ‘Mack” MecLarty and the new
sistent with other polls taken in re- White House counsel Lloyd Cutler
cent days that have shown eroding WeTe then reviewing the facts of the
support for Clinton. The president's 3:" Pﬁ:’:ﬁg been aware of 'ff
: situa news inquinies, of-
See CLINTON, A16,Col 1 ficials said.

Kennedy had informed the late
White House deputy counsel Vincent

Foster, his friend and partner in the |

Rose Law Firm in Little Rock, Ark.,
of his original failure to pay taxes.
Three weeks ago, he said he told
White House Counsel Pernard Nuss-
baum and Bruce Lindsey, a top Clin-
ton mde.
At day's end, McLarty and Cutler
wed that K dy would be
rebeved of his role of reviewmng the
FB! background investigations on
potential employees and that respon-

|
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(=]

FMAMJ JASONDJFM

1993 1994

SOURCE Washington Post-ABC News, Poll
THE WeAS=ING TN POS!

sibility grven to Beth Nolan, another
lawyer in the counsel's office. The
I had asked that hus

tax situation was under consider-
ation and that the review was con-

White House. House Republican
Whip Newt Gingrich (R-Ga.) called
for Kennedy's firing, asserting hus
failure to pay the taxes and his use of
his wife's former name to eventually
pay constituted an effort to evade
detection. Kennedy has denied he
had his wife use her former married
name in a cashier’s check as a way of
keeping FBI invesugators from de-
tecting his problem when they were
probing his background.

Clinton's evening news confer-
ence is only the second he has had in
the formal East Room setting in the
key audience viewing time slol. He
has scheduled it for 7:30 p.m., a hali-
hour earlier than the opening of

N

-f

hitewater’s Toll

prime time to avoid conflicting with
broadcasts of basketball games.

White House officials say while the
Washington Post poll shows a sharper
drop in presidential approval than
their own polting, Clinton's approval
as measured by his polister also
shows a decline during the past
month.

The Post poll, taken March 18-22,
questioned 1,004 people and had a
margin of error of plus or minus 3
percentage points. In the tally, men
disapproved of Clinton's handling of
his job, 49 percent to 47 percent,
while women approved, 48 percent
to 42 percent. Whites disapproved,
49 percent to 45 percent, and blacks
approved, 66 percent to 21 percent.

Another poll thuis week, this one
by the Republican polling firm of
Public Opinion Strategies, also
showed a 10-point drop in Clinton's
overall approval, according to poll-
ster Bill Mcinturff. That poll, of 800
respondents, puts Clinton approval
at 45 percent and disapproval at 35
percent, a 10-point drop from last
month. Clinton's efforts to put
Whitewater behind him, Meclnturff
sad, “ust an't working. When you
see groups that support vou are
monving to widecided, you have to in-
tervene. | think that’s what they are
going to conclude too.”

Even as Ciinton tries 1o move be-
yond Whitewater, however, some
events could intervene. The last of
the White House aides subpoenaed
to appear before a grand jury inves-
tigating contacts between White
House and Treasury officials related
to a federal probe of a faled Arkan-
sas savings and loan will appear
Thursday, and Rep. Jim Leach (R-lo-
wa), who has been leading the GOP
charge in the House on the issue, is
promu~ing t2 make new revelations
In @ ne'w s conference.

THURsDAY, MARCH 24, 1994 The WasHineruy Post

% CORRECTIONS |/

A story yesterday that said
White House associate counsel
William Kennedy ITI failed until re-
cently to pay Social Secunty taxes
for a nanny omitted a key word in
some editions. The sentence
should have read that Kennedy
said the payment of back taxes un-
der his wife's former married
name was nof an attempt to es-
cape scrutiny for the tax problem.




A Populist From Texas
Who Bows to No One

By MICHAEL WINES

Specaalio The New Y ars Tome

WASHINGTON, March 23 — Law-
makers were utterly appalled this
week when Representauve Henry B
Gonzaler dispaiched a paini-peeling
letter to his colleague Jim Leach,
valing the lowa Republican obdu-
rate. obstinate, premediated, willful-
ly disobedient and, by clear implica-
tion. irresponsible

That 1s not to say anyone was par-
ticulariy surprised

Not for nothing do friends and ene-
fes alike call Mr Gonzalez ““Gonzo™
although not 1o his face 1f they know
what 15 good for them.

Mr. Gonzalez. the T7-vear-old Tex-
as Democrat who heads the House
Banking Commitiee. 1s 1n trouble for
his scorching letier. which told Mr
Leach it would be a cold dav in Ma-
mla before the Banking Committee
would let him mterrogate witnesses
‘at length aboul President Clinton's
Whitewarer travads

Davs befure Mr Gonzalez seemed
fshiave agreed 10 do just that, and his
Litter furnabout bollixed his fellow
Democrais Thev not only apologizec
0 Mr. Leach, hur aiso voled hasnly
'0r an even bigger Whitewaler ingus
" Just s0 no Republican could charge
that Mr. Gonzalesz was trving 1o hyde
Mr Clinton s dirtv laundsy

Man, flawmakere might be chas .

tened by such a paffe. but Mr Gonza
ez is unlikelv 10 be among them T¢
the contrary Mr Gonzalez 1s umiver
sallv regarded as a stormyv-iem
pered. siubburn. contrary, hercely
unabashed populist, beholden to nc
one and disinclined 10 1ssue apologies
He did not reply 10 several requests
for an interview

33 Years Equals Power

It 1s a fearsome siew of trais tha
has helped him rol! over weaker law
makers and cultivate real power in 37
vears in the House His bulldog na
ture showed most clearly in the early
1980's. when the Banking Commutiee
staged explosive  hearings  that
charged the Bush Admumisirator
with conspiring to sell advancec
weapons 10 President Saddam Huse
sein of Irag. and publicized embar
Tassing  nes  beiween  Presidens
Bush's son Neil and a bankrupt sav
ings and loan

The hearings wounded the Republ
rans al the starl of the 1392 Presiden
lial campaign. and earned Mr Gonza
lez a stack of chits from House lead
ers

But Mr Gonzalez al<o has 4 reputa
tion for eccentricity that even admir

ers say has diluted his influence anc
has placed his hold on the source ol
his power. the chairmanship of the
banking panel. in jeopardy.

“Anvbody who stands agamst the
powers that be, and 15 so forcefully or
the side of that powers that ought tc
be. 1s going to be attacked, and mar
ginalized and trivialized,” said Jirr
Hightower. a fellow Texas Democrai
and populist. “And Henry has suf
fered that. But he's above 1.

And Mr. Gonzalez seems not (¢
care a lot what others think.

When he was 47 and a freshman in
the House, a fellow Texas lawmaker
Representative Ed Foreman, called
him a Communist. Mr. Gonzalez in
vited the Republican into the Speak
er's Lobbv and took retribution al:
though he denied reports that he triec
10 deck the poor fellow

‘It Was a Shove*

Il was a shove.” he said at the
time “Bu' mv hand went into ham
three inches — he's so soft "

When Mr Gonzalez was 70, he over
heard another 40-vear-old man call
g him o Communist, this Lime 1n a
Sur Antoniu restaurant. He said that
Ihe man was tonng a pisiol and a
nmine-inch huniing knife, but that he
blackened his eve anyway.

If 1 wanted 1o cold-cock him, 1
tuuid have,” he said later.

Those are but his social acuvities.
In the House, Mr Gonzalez has de-
manded the impeachment of Ronald
Reagan and George Bush and the
removai of several other Federal offi-
cials, one of whom he called “an
unconscionable scoundre|

He once dubbed Housing Secretary
Samuel R Pierce Jr., who is black,
Stepin Fetchit for his acquiescence to
Republican cuts in poverty pro-
grams He has campaigned for dec.
ades 1o abolish the Federal Reserve,
and he has called for imposing a
ceiling on interest rates

In 1977, when he quit as head of the
House Assassinations Committee, he
said the murder of John F Kennedy
would never be solved because ""vast
and powerful forces. including the
counirv s most sophisticated crime
element, won't stand for 11"

One of a Kind Committee

Members of Banking Committee,
lobbyists and former aides say Mr.
Gonzalez runs the panel unlike any
other in the House. He is frequently
on the losing side of commitiee votes
on legislanion an part, they sav, be-

A gaffe on
Whitewater? Try
telling it to Henry
B. Gonzalez.

THE NEW YORK TIMES, THURSDAY, MARCH 24, 1994
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cause he seldom gathers Democratic
commitiee members together for
back-room strategizing.

All this dismays some people. who
cast Mr. Gonzalez as something of a
loose cannon.

But there i1s another view “‘He be-
lieves it, and so he says Il — 's a
measure of his intellectual homesty,*
said Burt Ely, an Alexandria, Va.,
banking consultant. “There may be a
lot of others who have equally wacky
ideas and keep it (o themsejves be-
cause they're afraid of the public
reaction."

Mr. Gonzaiez said as much in 1992
to The Washingion Post “Keep mak-
Ing specches,” he said, “and eventy.
allg people will hear you "

sionally, people have Mr.
Gonzalez wasa warning bell on nucle-
ar safety vears before the nation's
worst nuclear accident at the Three
Mile Island plant near Harrisburg,
Pa., in 1979, and a decade before the
rising tide of radioactive waste from
power planis and bomb faclories be-
came a serous public concern

Mr. Hightower said Mr. Gonzalez
approaches the i1ssues from the view-
point of the underprivileged.

Impoverished Background

Some of that stems from his back-
ground Mr Gonzalez's ancestors
camc from Europe 1o Mexico in 1561
and grew and powerful from invest-
mentsn silver mines and ranch land.
Bui the family fled 1o San Antonio in
1911, under attack from revolutionar-
ies led by Pancho Villa, and Mr. Gon-
zalez was born into poverty mixed
with discrimination.

Mr Gonzalez sull lives political life
with an exaggeraled lack of pretense.
He shuns Washington society and
spends off hours reading 1n his small
apariment. His family never moved
to Washington: he returns to Texas
almost every weekend

Unusually Partisan

And his attacks on Mr, Bush aside,
Mr. Gonzalez seems remarkably re-
SISLant to partisan pressures on most
issues. Liberal Democrats tried to
block his rise to head the banking
panel in 1930 after he helped a Repub-
lican. Representative Chalmers Wy-
lie of Ohio, with an ad Republicans
say his refusal 10 cut back-room deals
with fellow Democrats and lobbvists
makes for unusually even-handed, if
chaouc legislating

Given that, his handling of Republi-
can demands for hearings on White-
waler has puzzied many

For months, Mr. Gonzalez seemed
uncharacteristically partisan  He
scofled at hearings on Mr. Clinion's
ties 10 a failed Arkansas savings and
loan, Madison Guaranty,

When Mr. Leach found a loophole
that allowed him 10 raise Whitewater
at a routine commitiee hearing, Mr
Gonzalez relented and scheduled a
session. His abrupt backpedaling this
week surprised Democrats, and pro-
voked speculation over his motives.

One lawmaker suggesied il was a
rebuke to The New York Times col-
umnist William Safire, an admirer of
Mr. Gonzalez's Iraq probe, who ac-
cused him this month of unseemly
foot-dragging on Whitewater. Others
wondered i Mr Gonzalez overreaci-
ed to pressure from Democratic lead-
ers 10 hold off Whitewater hearings
for a while longer, or face the loss of
his committee chairmanship.

Perhaps the Safire suggestion 1s
correct. But a top Democrat on the
Banking Committee, Representative
Barney Frank of Massachuseils, says
the notion that Mr. Gonzalez bends 1o
pressure is, well, gonzo.

“People who suggest that the
chairman of the Banking Committee
1s somehow under the direction of the
leadership.”" he said this week in the
House, ““do not know the chairman of
the Banking Committee.”

<
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Fu]l dlsclosure

the right tlung to do”

about the Whitewater scandal, House .

Banking Committee. Chairman Henry
Gonzales, D-Texas,” must have been

nappeng.

By abruptly calling off a planned White-
water hearing set -for tomarrow, Gon-
sales only added to the growing percep-
tion that the president and Hillary
Rodham Clinton have something to hide
— and that Democratic lawniakers are
anxious to help them hide it.

Gonzales went ballistic when Rep. Jim
Leach, the ranking Republican on the

Banking Committee, insisted that the -

panel question 40 witnesses who might
shed some light on Whitewater. '

Specifically, Leach wants to know
whether special consideration was ex-
tended to the now-defunct Madison
Guaranty Savings and Loan in Arkansas
while Clinton was governor. If so, was it
muahmmjmuﬂdh.l

gl was a close friend and business part-

ﬂd&ewﬂﬁdw

straight answers about the Clintons' ties

to Madison Gurmy Savings and Loan,
The overarching issue here is public

accountability, not partisanship,
Dunng the 1920s, a Republican-con-

trolled C. jovestigated

President Warren G. Harding’s adminis-

tr;bonove:thenﬂeplmmgdd]_

leases at Teapot Dome. Five decades
later, a Democratic-controlled Congress
Pmbed the irregular financial transac-
tions of Bert Lance, President Jimmy
Carl.enhudgetdiruw ultimately forc-

House's Jeast partisan members, is
melyakq[m'thlludupoahuri:g

‘s.financial dealings

M nﬁﬁnﬁm‘ur t'é"wllhlihh Saddam:Hiseed in the

'l;:: House Speaker Tom Foley, D-

.» accusing the Jowa Republican of

r"-chnmr

-He also charged Leach with

to undermine the investigation by
prosecutor Robert Fiske.

- House Democratic Jeaders have reluc-
WWNMWNW&
timetable® for hesrings on Whitewater
= probably in early May when Fiske is

assassination” "against the .

monthe .prior to the Persian Galf War,

suddealy seems to have fost his seal for
pow that a Democratic

MIIIWMMIHM
mise Fiske's investigation. If the Clintons
bave rothing to hide, they should wast to
get this matter behind them a3 soon as
possible. And that isn’t likely to happea
wmmmwh

\ 20
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Whitewater Journal (III) l

DRIFT SOMEWHERE IN WHITE-

WATER — Now sad wen, oo o0
o Of those rare days when no higher-
up in Whe adminisalion is submitting hus
resignation of anIwenng a subpoena. a
weicome (ull sets in, and bope spriags
ephemeral that Whitewatar will fust go
away and pever come bacx another day.
Like the October Surpnse. and Billygate,
and forgotten non-scancials of sher vears.
The sdminicration and it mare reflexve
supporters do what they can o mupport
this happy hope, whispensg ‘cantstions
that dont quite work. (" Whatever vou do,
do nex think of that purple elephaat in the
corner.”
'!hnuehnimmvmh:ﬂm
even 38 maybe 48, bin icon encugh the
danged elephant !ifts its rusk and cum-

watet is, but right now the public Ls bewng
sporadic

under ity many covers. and We pudiic’s
SUSPICIon grows in tandem with a kind of
irritable boredom.

This is not the kind of stmospaere in
whiich leadership thrives. or attenton can
be paud to basic reforms. A slick patina of
wandal begins to adhers w0 ail the rest of
the news

Sometimaes it fesls s though the coun-
try has entered a time warp. [5 thus 1334 or
closer to 19747 Out of the Golden West of
Yasteryear comes the image of Barry Gold-

- — ——

- Democrats

aking an offensive tone ia not Lhe
smme ) Ve a¢-

the

Henry Gonzalez in letlers bo House 3
er Thomas Foley, D-Wash, and US. Rep
Jim Leach, R-lowa, eartier Uils week.
hacked odl

He was just Uhe
rising tide of the Whilewster scandal is
al least mid thigh mow, sad he and oth-
er Democrats in are worried.

A Democrats, tak-
ing their lead from the White House, are
feeling very defensive right mow.

Perhapa all those references to 1lfe
:;numn-mu “-“i]u'” Clinton

making arc Maslty o them,

muuﬂn.o—ln,h%mh

mocral who chairs the House Banking,
Finanee and Urban AMuim

angrily ennceled o Thurmday commiltes
hearing le

loan debacle of the 1080,
ez claimed he cancelrd Lbe
hearing beca p

wed ol Lesch, ooe most respect-
ed membera of the U S. Flouse of Repre-
sentatives, whose inststence on full
publie disclesure in the White-
waler affair is & Hithe bit more
demoeracy tham mewny of his congres-
stonal colleagwes care to embrace.
Gomzales, sware Lhat Leach wanted
to call a numiber of people to testify
about the defunct Madisen Guaranty
Bavings and Loan Associalion and its

Arkansas Democrat7ErGazette 4

j Paul
! Gmnbc:g

2uige in 2 memowr about Watergate:

. . 1 publicly asied the Prendent wo
level with the Amencan peopls on Wa-
tergate. Trying to move Nixon off hiy

told the 1 hrshan Soemor Monsor

be-

wwu il Teapot Dome. | mean,
s
smeil”

asmell to it Let's getrid of that

Iz December. during another inter-
vigw with the Monsor. | tried g

Jality when
wanted to know was the truth *
Whitewatar, Whitewster , . . Theres
a smell to it [astend of dibbling and dab-
bling and hiding behind a spectal prose-
cwtor. and eventually being forced loto full
disclosure anyway. why not cut short this
Chinese water torture. this unsoppable
process of leak after jsak after |eak, and
m::ywlﬂhhm:wnm the

300d ol' Barry Goldwatar. he can't belp
Mhmﬂh‘ymwhnhlmms
W

Whio says Bill Clinton is some kind of
spend-and-iect Demoeratic president?
Jus Listan to him Wik ahout what 3 wasts

onal i

grand jury in Wi to as
mmhMM‘lm

are on the

Meredith
Oakley

ussociation with Whitewster Develop-
ment Co., wanted to ome Lhe in-
evitable aa bong as p le. He can-
e ‘“”.Eu‘:.'m.,.."'“";:::
0 be held, and Instead ealled for “rufl
bearings” on Whitewaler Madison

It was stricily 8 delaying tactic. Lesch
was coming to the Thursday hearing
urmed with seads of relevant
mds of witnetaes who were pre.
m et a Hittle light shine oa

ler-Madison. The ap-
peared o work. Folewy Ialer sald he
and top lteans would meet “Ia
thve nest Mure” La discuse the detalls
Iwvoived ln bearings. No dale for that
prediminary m has been set.

In @ letter io Foley, Gonzales de-
mation than this. It ix, [ betisve, time for
Democrats to use the truth, the weapon

blicans fear most.”
n 8 letler Lo Leach, Genzale: de-

clared: “Yoa obviousty are
edly intendlag lo launch into & prose-
cutorial or adveniure. In vhew of
obdurste snd obstimalbe refusal te
the | coumeoel’s request, and
.. your s to disrepl or In your

‘cally and in

ditions of the bar.”
Wihat mught these high traditions be. da

you think? Pettifoggery and plea bar

Wunm and

ot M ST 3 Depie M

ritice as who fust don'¥
understand

what 3 i&. Or is-oun
problem that we understand sl] loo wall!
what 166 many [iwvers become?

For some mymerious reasor.

: the suticipation that 2 full-biows plet [y
20 1o be rewealed that s goi b:ﬂnﬂ

I
:
i

1
B1g
h
T

§
i
I
!
4]

3]

i
|
]
:
W
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every time
matter worlhy of investigation rearsils
ugly bead As | moted ol the rate

thiags are Bill Clintom Wil be
mu&"ﬂhuﬂmm
ﬂuneunr:rnhh wiry. )

the m'uz

[
ness his recest remarks, decidedly us-
Eﬁmlhﬁnmmr

Engaging in a little of whad Ren
[ eo

Mhrd-shlmih-ulﬂ

mw ltl.ll-lﬂ-

ralsing dianer im Flortda en Monday,

lom said thal Republicans are *|n a mil

because ihey arenl in Lhe White Howsd™

o drive him osd of L

Seems to me

amd Hillary are delag
# fine job of that without wy from
] Clintoms’ h

¢

the GOP. If e [T
farlls, (hey hawe wo ome to blerme but
seives

- .
Assocweie Fditor Meredith Ouwhirgy dobumm
appean rvery Wednssdey, Fridoy omd Symday



for ex—;udge,
lawyer says

BY JOE STUMPE
Demems-assne St Wme:
David Hale, the former Pu-
|aski County municipal judge
who says ols lending co

improperty be Temboraol

m

Arl as' “political unllx,"
ed guilty to two felonies in

ederal court st Little Rock on

Tuesday.

OMMMH&
ferance on 128
-mmulmm
h—mumu—-
Caphal Wanagemam

Hale's guilty ples was uno-
{lated with special counsal
Robert Fiske Jr. in exchange for
his cooperation in Fiske's In-
vestigation of W‘kul ter De-

[lzbe’s stiorney, Rendy Colemnn
of Little Rock, said afterward to
dotens of reporters outside the
federal courthouse. “1think ity
sort of that way for the -mmr
Arkamsas, alac.

“What this nnnuh 1
think, 19 a situstion of business—
and political mﬂlcen that have
been condoned In thia state for
a period of time, I'enl-c wiie
have heen in a position .., my

BT B
T
F

h ortheny v
deal in which Prnlim 1]
Hillary Rodham Clinton wer

with James and Susa
— and Madison Gua

k Losn Assochi
1ht led financia] inst
tom omce owned by MeDat

- 'I’o will certainly maw
‘l r-lth this plea,” Fiske

Ilnh has sald then-Gor. lll.
mlm Guy Teeker, whe
govermor in 180; and
E-ounl pnn-ud him to
mn-nt cked loans

whent dur-

Hﬂhlﬂm Miumhrlﬂu

to companies ia which
‘F had and

et ownership, and pro-
&éds of mnother nparuﬂl:
Whil nle's

th
nplhl held in Movem
988 by Caplial Mansgement
ices to qualify Mnlnﬁ
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bc-whitewater times - al83sg

(ATTN: National editors) (Includes optional trims)

Former Judge Pleads Guilty in Whitewater Probe (Little Rock)
By William C. Rempel= (c) 1994, Los Angeles Times=

LITTLE ROCK, Ark. Former municipal judge David Hale, 56, an Arkansas
political insider who claims that then-Gov. Bill Clinton pressed him to make
improper government-subsidized loans in the mid-1980s, pleaded guilty to
federal fraud charges Tuesday and agreed to cooperate with Whitewater
investigators.

Special prosecutor Robert B. Fiske Jr., who has called Hale's allegations
‘" fundamental'' to his Whitewater inquiry, told U.S. District Judge Stephen M.
Reasoner that Hale's cooperation assured that the claims ' 'will be pursued
thoroughly and vigorously.''

The plea and cooperation agreement, which came the day before selection of
a new grand jury panel, represents the first major development in Fiske's
young investigation.

In a brief statement outside the courtroom, Fiske said Hale's cooperation
**will be a significant contribution to our investigation.'' Rusty Hardin,
Fiske's assistant, said Hale had " "extensive knowledge in the areas we are
investigating.''

The agreement, reached after more than two weeks of daily private meetings
between Hale and prosecutors, also seemed to add a measure of credibility to
Hale's so-far uncorroborated story.

Hale's accounts represent the most serious allegations raised against the
president. If proven, they could link Clinton to potentially criminal
conductat worst, allegedly using his influence to get federal funds channeled
improperly into loans or investments that benefited Clinton personally.

Hale has told much of his story in lengthy interviews with the Los Angeles
Times and other news organizations since his indictment in September. Tuesday,
however, his attorney said Hale had already provided prosecutors with "“a lot
more detail'' than he had disclosed to the news media.

‘"There are additional transactions that have not come out involving some
of the same people and others,'' attorney Randy Coleman said. He declined to
say whether any of those transactions involved Clinton or first lady Hillary
Rodham Clinton.

Central to Hale's story, as publicly disclosed to date, is the allegation
that in late 1985 and again around February 1986 Clinton asked him to make
loans to James B. McDougal, the Clintons' partner in the Whitewater resort
development in the Ozarks. According to Hale, Clinton asked him to " “help Ji
and me.''

Hale at the time operated a Small Business Administration-backed fund
called Capital Management Services Inc. Its purpose was to make venture loans
to socially and economically disadvantaged borrowers.

In response to Clinton's request, Hale has said, he made a series of loans
totaling $700,000 to members of the Arkansas " “political family.'' The loan
applications, according to Hale, were prepared and referred to him by
McDougal, then the owner of the failing Madison Guaranty Savings & Loan. None
of the $700,000 was ever paid back.

The largest of the loans $300,000 was made to McDougal's then-wife,
Susan, and records show that the check was cashed at Madison Guaranty. Hale
concedes that the loan violated SBA rules.

(Begin optional trim)

Hale also says Clinton specifically objected to having his own name appear
on any official documents, and so the loan was made in the name of Mrs.
McDougal. According to the former judge, Clinton nonetheless offered to put up
as collateral some raw land in the Ozarks, an offer that Hale declined.

McDougal denies that any such meeting or discussion ever took place. The

White House has said that Clinton cannot recall asking Hale to make any loan .

McDougal does concede that $110,000 of the funds borrowed from Hale were
transferred into the Whitewater account of the Clinton-McDougal partnership
and used to purchase land for another venture outside Little Rock.

(End optional trim)

In a previous interview, McDougal said he made the investment without
consulting the Clintons. He said his intention was to try to bail out
Whitewater by starting a successful development elsewhere. However, the new
development failed and the land was repossessed.

Fiske, who is trying to determine if funds from Madison Guaranty were
illegally diverted to prominent Arkansans, including the Clintons, said
Tuesday ' "of course we're interested'' in the Susan McDougal loan and its
aftermath.

Under terms of the plea agreement disclosed Tuesday, Hale still faces the
possibility of up to 10 years in prison and fines exceeding $250,000.

Sentencing was delayed for at least four months to permit Fiske to
complete the Hale-related portions of his investigation. At that time,
government attorneys agreed, they will recommend judicial leniency if Hale's
cooperation merits it. 7_,'77
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phone -with White House Chief of Staff Thomas "~ "Mack'' Mclarty about
disqualifying himself.

The March 21 letter also shows Altman informed President Clinton's deputy
chief of staff, Harold Ickes, about his plans to step down as acting head of
the RTC. That occurred on Feb. 23, the night before Altman announced the
decision.

About the same time, Altman said: "I literally bumped into'' former White
House Counsel Bernard Nussbaum, who told the deputy Treasury secretary about
the administration's plans to nominate a permanent head of the RTC.

"'I have done my best to recall every communication with White House staff
on anything which could be connected to this matter,'' said Altman, who
eventually disqualified himself from the Madison Guaranty case on Feb. 25.

In the wake of the House hearing vote, Foley said that he and House
Minority Leader Robert H. Michel, R-Ill., would meet privately in the coming
weeks to try to agree on a framework and timetable for congressional hearings.

But he and other Democrats warned they would not consent to hearings if it
looked like they might turn into a partisan show trial at which Republicans
will air unproven allegations in order to embarrass the president or stall
action on health care and other legislative matters.

""While we cannot and should not ignore Whitewater, neither can we allow
it to flood the chamber,'' said Majority Leader Richard A. Gephardt, D-Mo.
""We have an cbligation to ensure that our three-branch government does not
become a three-ring circus.''

*hkk filed by:LAWP(--) on 03/23/94 at 02:31EST ###%%
*%%* printed by:WHPR(162) on 03/23/94 at 03:39EST #ku#

bc-whitewater-treasury correction alg47?
Editors:

The following refers to WHITEWATER-TREASURY (Risen, Times), moved
Monday:

(c) 1994, Los Angeles Times=
Due to an editing error, a Los Angeles Times story incorrectly implied
that Deputy Treasury Secretary Roger Altman attended a now-controversial Sept.
29 meeting at which Treasury Department general counsel Jean Hanson briefed
then-White House counsel Bernard Nussbaum on the Madison Guaranty Savings and
Loan case, telling him that President and Mrs. Clinton would be mentioned as
possible beneficiaries of illegal activities at the thrift. Altman did not
attend that meeting, but did receive an earlier briefing from Hanson in which
he was told a criminal referral in the Madison case was under consideration.
Altman says he was not told substantive details of the case.
Los Angeles Times-Washington Post News Service=

*%%% filed by:LAWP(--) on 03/23/94 at 02:30EST ###x
#*** printed by:WHPR(162) on 03/23/94 at 03:38EST ###%*
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(ATTN: National editors) (Includes optional trims)

House Leaders Agree to Discuss Terms of Whitewater Hearings (Washn)
By Michael Ross= (c) 1994, Los Angeles Times=

WASHINGTON Increasingly concerned about the appearance of a cover-up,
House leaders reached an agreement Tuesday to negotiate ' "an appropriate
timetable'' for public hearings on the Whitewater controversy.

The agreement, identical to a compromise worked out earlier in the Senate,
later was ratified overwhelmingly by the full House in
a 408-=15 vote.

The timing, scope and avenue for the hearings were left undecided,
however, and senior Democrats said later that the compromise struck with GOP
leaders did not necessarily mean that congressional hearings would take place

only that a "~“good faith'' effort would be made in the coming weeks to agree
on the terms.

""This is an agreement to discuss the possibility that hearings will be
held ... not a concession that hearings will be held,'' House Speaker Thomas
S. Foley, D-Wash., told reporters shortly before the vote.

However, with concern clearly growing among rank-and-file Democrats that
opposition to hearings might be perceived as an attempt to withhold
information from the public, many lawmakers said they thought that a
congressional probe was inevitable now that the House has joined the Senate
in calling for one.

The resolution calls for Congress to investigate °""all matters related to
the Madison Guaranty Savings & Loan Association, Whitewater Development Corp.
and Capital Management Services Inc.,'' a fund operated by David Hale, who
claims he made improper loans to the Clintons. The resolution was adopted only
hours after Deputy Treasury Secretary Robert Altman became the eighth senior
official to testify before a federal grand jury in Washington.

Whitewater special counsel Robert B. Fiske Jr. was expected to question
him on his discussions with White House aides about the Resolution Trust
Corp.'s investigation of Madison Guaranty, the now-defunct Arkansas savings
and loan owned by James B. McDougal, cne of Clinton's partners in the
Whitewater land venture. Altman, in addition to his role as deputy secretary,
also was acting head of the RTC when the meetings occurred.

The grand jury is one of two the other will be sitting in Little Rock,
Ark. that Fiske is using to try to unravel a web of financial arrangements
linking the bankrupt thrift to the Clintons through their failed real estate
investments in the Whitewater venture.

The grand jury in Little Rock will probe allegations that depositors’
funds were transferred improperly from Madison to Whitewater during the 1980s
and may also have been used to help retire then-Gov. Bill Clinton's campaign
debts. The jury in Washington is investigating suspicions that administration
officials may have sought to delay or derail the RTC probe.

Leaving the courthouse after his testimony, Altman said he had laid out
““all the facts'' in the Whitewater case before the grand jury and stood
‘"ready to do the same in any congressional inquiry.'!'

(Optional add end)

Earlier Tuesday, the Treasury Department released a letter in which Altman
again revised upward the number of contacts he had with the White House about
issues related to Madison Guaranty. The revision was the third since Altman
first testified on the issue before the Senate Banking Committee on Feb. 24.

Altman said he had more talks about whether to disqualify himself from the
case involving Madison than were revealed in a letter released Friday by
Alfonse M. D'Amato of New York, the senior Republican on the Senate Banking
Committee.

According to the latest letter, the talks occurred at an earlier disclosed
Feb. 2 meeting with White House aides. A few days later, Altman also spoke by



bc times-front 1lstld-writethru alg9l4
Editors:

Los Angeles Times first-edition Page 1 for Wednesday, March 23, 1994:
Top of page:
Col 1: Feature on local high school.

Cols 2-4: Photo of survivors of Hebron massacre waiting to testify at
Israeli inquiry. (Refers to MIDEAST-TIMES, inside).

Cols 5-6: The Federal Reserve Board moves to raise the short-term interest
rates by 0.25 percent, the second such increase imposed by the central bank in
six weeks on overnight loans between banks. (FED-TIMES, moved).

Above fold:

Cols 2-3: Defense lawyers challenging California's death penalty law run
into a barrage of sharp questions from the Supreme Court, as the justices
appear to reject the claim that the state's sentencing instructions are
constitutionally vague. (COURT-TIMES, moved).

Col 4: California criminal defense lawyers are using the ' ~Three Strikes!'!
law to challenge the death penalty, contending the new sentencing scheme
pre-empts capital punishment. (STRIKES, moved).

Col 6: Local phone companies are going to expand service and maybe add a
little confusion in the bargain by adding an " “overlay'' area code to the
three that already exist in metropolitan Los Angeles. (PHONES, moved).

Below fold:

Col 3: Walter Lantz, 94, who emerged from the ranks of animation's early
pioneers to build a multimillion dollar cartoon empire and a respected
worldwide reputation with the creation of an irascible woodpecker named Woody,
dies. (LANTZ-OBIT, moved).

Cols 5-6: David Hale, one of President Clinton's chief accusers in the
Whitewater affair, pleads quilty to two felony fraud charges and agrees to
cooperate with the special counsel, who calls Hale's allegations " “central'!'
to his investigation of the matter. (WHITEWATER-TIMES, moved):

Bottom of page:

Cols 1-2: Feature on local author.

Cols 5-6: Mexican peace envoy Manuel Camacho Solis says he will not run
for president, ending speculation he would use negotiations with Indian rebels
as a platform for launching a campaign sure to split the ruling party.
(MEXICO-TIMES, moved).

Sent: 10:13 p.m. EST. For questions, call (800) 283-NEWS, ext. 77832.
Los Angeles Times-Washington Post News Service=

**u«*  filed by:LAWP(--) on 03/23/94 at 02:32EST #*###
*%** printed by:WHPR(162) on 03/23/94 at 03:40EST #%#%



DOUG BANDOW

Stalked by
ghosts of
sleaze

and greed

ow it is obvious why the

Clintons were so enthusi-

astic about raising taxes on

the “rich.” They planned
to evade them.

Sorry, that's a low blow. Although
Money magazine found that the
Clintons underpaid their taxes by
$16,000 over the last decade and
now owe, count-
ing penalties and

these activities, Whitewater or.
other, may have been illegal, but
they look pretty sleazy, to borrow a
term once routinely used by
Democrats. And the appearance of
impropriety has been greatly exac-
erbated by document shredding, file
filching, and variegated
stonew

All of which makes insufferable
the pious self-righteousness of lead-
ing Democrats, who have consis-
tently criticized the 1980s as the
Decade of Greed. Lronically, it turns
out that, it was the Decade of Greed
for members of this administration.
Consider first family friend and
Associate Attorney General Web-
ster Hubbell, who may have padded
law firm expenses. Then his firm, in
turn, appears to have been guilty of
a blatant conflict of interest involv-
ing Whitewater-tainted Morgan
Guaranty Savings and Loan, only to
be whitewashed by the Clinton Fed-
eral Deposit Insurance Corp. Pres-
idential buddy Rep. Dan Ros-
tenkowski, who won renomination
with Mr. Clinton's
assistance, faces a

interest, about

possible indict-

$45,000, the pres- » * ;
ident "expiains lronically, it turns out ment for convert

ing public funds

that any errors that, jt was the Decade o private use.

“certainly were

Even worse is
not intentional.”  Of Greed for members e first couple,

And we should

1 . b ] advocates of
trust him, just as  Of LIS administration. - gional ser- -

members of his

vice" and critics

party accepted
the word of Rea-
gan administration officials who
were accused of various indiscre-
tions.

Of course, since part of the
underpayment results from
improper deductions for the White-
water investment, a martter under
investigation by Special Counsel
Robert Fiske, the president’s mea
culpa might reflect more a #ecog-
nition that stonewalling is no longer
an option than a selfless desire to
ensure that he and Hillary con-
tribute their “fair” share to the
public weal. But then, contribute
the president says they did, by pay-

of greedy doctors.
They entered into
exotic real estate deals, profited
greatly from a crony’s assistance in
the commodities market, relied on
state regulators to protect the S&L
that aided their financial and pol.lt—
ical ambitions, and d their
taxes. Hl.l.lan' alone earned more
than $200,000 annually as a lawvyer,
$60,000 a year from corporate
directorships, and a cool $100,000
in one year from trading on the
advice of her well-connected busi-
ness friend. These people really
are experts on the problem of
avarice.
Still, the first couple refuses to

ing taxes on the $100,000 — near-  accept responsibility for anything:
ly seven times the annual median [y’ all msngo,pubugmr fault, says
family income at the ime —earned  the president, even though it was
by Hillary in the commodities mar- ot Republicans who set up Deputy
that the pmﬁt.s came on the advice meetings with White House offi-

of James Blair, an attorney for
Arkansas' Tyson Foods, a major
supporter of Bill's gubernatorial
campaigns —which, in turn,
numerous favors from the
state Clinton administration,
including $9 million in loans. The
dealings were “perfectly legal,”
explains President Clinton.

What of Hillary Clinton's $97,500
investment in a fund called Val-
uePartners, which allegedly went
short on medical stocks while the
first lady was bashing the health
care industry? Share prices fell,
though ValuePartners claims that it
lost money overall. Not until
midyear did she put the investment
into a blind trust. Presumably the

sees no need to even com-
ment here because of what he calls
Hillary's strong “sense of right and
wrong."

Not that there is anything wrong
in principle with the Clintons seek-
ing to earn money and shelter it
from taxes. Yet their primary road
to riches has been political crony-
ism and favoritism, using their busi-
ness connections to make money
and their political connections to
protect their investments. None of

cials about Whitewater, allegedly
pressured Resolution Trust Corp.
employees to go easy in their probe
of failed Madasm Guaranty, cleared
out the office of White House
Deputy Counsel Vincent Foster
after his suicide, shredded White-
water documents at the Rose Law
Firm, ensured the profitability of
the Clintons’ investments, or under-
paid the Clintons' taxes. The only
thing the Republicans have done is
call for an investigation — some-

There :shnlecamefnr_]aymthl
capital today, for, as President Clin-
ton has complained, we are seeing
the “politics of personal destruc-
tion.”” But Democrats have been
engaging in this brutal game for
years. Today, at least, with a White
House overflowing w:th greed,
hypocrisy and sleaze, the targets
are truly worthy of attention.

Doug Bandow, a senior fellow at
the Cato Institute, is a nationally
syndicated columnist.
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Values ‘mobliization’

The Clinton administration has
drafted a plan urging a “national
mobilization” against teen-age

. pregnancy and for such values as
work, family and sexual absti-

nence.

The New York Times says the
plan calls for President Clinton to
conduct several “dramatic
events"” while creating a non-
governmental agency to raise
grants and send 1 million men-
tors to the 1,000 poorest schools.

] think that what is important
here is a Democratic president
saying it," Heath and Human Ser-
vices Secretary Donna E. Shalala
told the Times. She said Demo-
crats have been unfairly accused
of neglecting such issues.

The Times, which obtained a
draft copy of the plan, said it is
“intriguing” for its adoption of
“themes that Republicans have
often used in contending that the
Democratic Party lacks main-
stream values.” The administra-
tion is debating the plan.

Shredders

Clayton Lindsey and Jeremy
Hedges, University of Arkansas
fraternity brothers and part-time
couriers at the Rose Law Firm,
seem excited and frustrated by
their notoriety for their
shredding of documents.

“I wasn'’t out to get the presi-

dent or anything like that.” Mr.
Lindsey told the Boston Globe. “1
wasn't even doing anything un-
usual. . . . I was just doing my

The two, who say they de-
stroyed documents from the files
of the late Vincent W. Foster Jr.,
‘have their own attorney and say
they enjoy being courted by jour-
nalists and becoming local celeb-
rities.

The downside? Reporters are
always calling early in the morn-
ing. “I mean, we're college stu-
dents who stay up partying some-
times until 3 in the morning, and
then wake up a few minutes be-
fore class or work ready to go,"
Mr. Hedges said.

Today's quote

The New York Daily News
quoted a Democrat close to the
decision on whether Rep. Henry
B. Gonzalez, chairman of the
House Banking Committee,
should have hearings on White-
water: “Nobody wanted Henry to
hold the hearings, because he
was just going to gavel every-
thing down" and embarrass the
Democrats.

HHlary's flower

Hillary Rodham Clinton
christened a magenta-and-white
tulip named in her honor with a
sprinkling of champagne, gig-
gling with delight as it was pre-
sented to her on a silver platter.

The dainry *Hillary Clinton"
tulip was dubbed an official
breed by Adriaan Jacobovits de

Szeged, the Dutch ambassador to
the United States. “[ am
thrilled,” the first lady said after
reading the traditional tulip toast.

The ambassador said it will be
five years before fields of the
special variety are developed. He
did not point out that this means
the Hillary Clinton tulip will not
be available publicly until the
next presidential term.

Blackmun goes on

Rock's white elite. He savs he
made an inappropriate loan of
$300,000 to Susan McDougal, a
partner in the Clintons’ White-
water venture, at Mr. Clinton’s
urging.

Stern makes move

The only people with worse
poll numbers than Democratic
Gov. Mario Cuomo of New York
are his opponents.

A Zogby survey shows that 62
percent of registered voters
think it is rime for someone new.
The new guys, however, such as
GOP state Sen. George Pataki,
have no more than 8 percent sup-

rt.
poA: Mr. Cuomo easily won all
matchups in the poll, radio shock
jock Howard Stern announced his
intention to run as a Libertarian.
Yesterday he discussed his photo-
op strategy.

“See if you can get me some
blacks to stand by my side. ...
Get a Chink — an Asian, what-

. Get me two of every-
l:tung . [ really want to win
this. . . . How about some midg-
ets?”

While some court watchers see
Supreme Court Justice Harry
Blackmun's passionate dissent
against capital punishment as a
signal that he is getting ready to
retire at 85, he continues to work
12-hour days.

The Wall Street Journal says
he is contemplating whether to
stay another term or two to com-
plete his journey from a seem-
ingly conservative Nixon ap-
pointee to the court's most
outspoken liberal.

“Whatever he decides, it's clear
he is out to make sure that people
don't forget ‘Old No. 3' — his self-
deprecating reference to having
been President Nixon's third
choice to fill a court vacancy in
1970, Paul M. Barrett wrote.

Callfornia problems

Willie L. Brown Jr., veteran
speaker of the California Assem:
bly, told the New York Times lhal:
the White House ought to worry
about state Treasurer Kathleen
Brown's stumbling campaign for
governor against GOP Gov. Pete
Wilson.

If “Wilson wins, he runs in the
presidential primary, and he's on
the 1996 ticket, first or second
spot,” Mr. Brown said. “That
makes California a whole lot
harder for Bill Clinton to carry”

Hale credibllity

There is some dispute over the
credibility of former Judge Da-
vid Hale as a grand jury witness.
He is expected to testify that Ar-
kansas Gov. Bill Clinton urged
him to make illegal loans.

USA Tbday says the former
municipal judge has a reputation
for shady dealings and quotes
Max Brantley of the Arkansas
Times as saying he is perceived
in Little Rock “as a disreputable
character”

The New York Post, however,
quotes a Justice Department
source as saying Mr. Hale isa
strong, “credible” witness
against Mr. Clinton.

Mr. Hale was appointed a Little
Rock judge in 1979 and handled
traffic violations and misdemean-
ors. He won re-election until re-
signing that $59,600-a-year job
after his 1993 indictment on fed-
eral fraud charges.

In 1979, he created the only
Small Business Administration-
licensed firm in Arkansas that
could lend money under a federal
program for minorities.

He is accused of distributing
much of that money to Little

Moseley-Braun probe

" The state of Illinois is investi-
gating a transportation contract
awarded to a friend of Sen. Carol
Moseley-Braun's while she was a
state lawmaker, an official said

W:sterday_r.

The friend, Ronald W. Kille-
brew, got the $29,728 contract in
1988 after Mrs. Moseley-Braun
introduced him to transportation
officials and recommended him
for a full-time job.

Under the contract, Mr. Kille-
brew was to find and refer mi-

WEDNESDAY. MARCH 23. 19948le Washington Times

nority contractors to the Trans-
portation Department for work “Hmmm...letme ...
on a Chicago project. A review  Would interrupt the afternoon
suggests he did not fulfill terms  soaps; Representative Jim Leac
of the agreement. is running out of sanctimony?
State records show that for Heck, I give up. .. . Evidently
seven of the 12 months he held  congressional Democrats are
the state contract, Mr. Killebrew having no more success | 1
had checks mailed to Mrs. am”
where b Uyed enporari Al Vst ey arasten
where i ‘s first t 0X-
lustomcheckmrsz,a?:inwu mf.ﬁmm&ﬂ.. >
cashed by Mrs. Moseley-Braun.  crats reoccupied the White
Moseley-Braun House, and politicians of both
Lynette Moten said the Demo- parties are struggling with thei
cratic senator cashed the check pew lines”
as a favor and took none of the
money. She said Mr. Killebrew
didn't have a checking account. On scriptath
Since young Jack Kennedy rt
Replacing Hubbell mudmmldwull.-
line of Kennedy aides striw
Hubbell's departure from the cess — to manipulate the i
Justice Department, friends of mthmm
Attorney General Janet Reno's la the Boston Globe.
ment her loss of a conduit to the "“Berpie BOSTR Blobe.
White House, from which she m the Globe's John
seems increasingly distant. : h‘:.u and
: detnu?ﬁmldwﬂh; uhdmn%t&'- lips. In Massachusetts, the five
i ied ol X
however, that her chief challenge 715, DETOCTat sppears wary ¢
is to find someone who is as " to the
adept as the mtq:n; nandlt;: W Seeaes 4
attorney general in juggling
job's multiple demands. I8 (e poe i Mt 1D
Observers also note that de- lored to m:ﬂ
spite her loyal support for Pres- o wpiont and Clinton ally w
ident Clinton's get-tough policies, ;% 1 oino'yniversal health
her efforts as a Florida prosecu- and jobs to the commonwealth'
tor focused on preventive mea- 1y, Giobe quotes analyst Lou
SULRE ARRIAL Grime. DiNatale, who says the senator
Concerns of this sort prompt runs an “imperial candidacy”
people such as Sam Dash, a Wa- ., the accountability
B b e ol e Sl s e
Globe: I would like her to be ?:;'3;‘.: g;“‘" sy ciplogy ot 1
more outspoken. To some extent, — upyiqisa symbolic candidacy
the president has silenced her” it has been for 20 - . Th
ion is, is the asrrnbohc nl-
m m up ture of his cand.ld.lcy p
Liberal columnist Michael
Kinsley says that like all good

Clinton supporters he racked his
brain for plausible reasons why
there should not be congressional
hearings on Whitewater.
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Shocking fellowship

Folk singer and populist po-
litico Michelle Shocked, who on
the eve of George Bush's inaugu-
ration performed at the radical
Christic Institute's “Inaugurate
the Truth” concert here in Wash-
ington, has been named a re-
gional finalist for a White House
fellowship.

Miss Shocked, who ran away
from home at 16 after her mother
had her committed to a mental
institution, was discovered at a
folk festival in 1986 while a
“squatter” — a member of a po-
litical movement that mobilizes
the homeless to occupy aban-
doned buildings until evicted by
officials.

Regarded as rough-edged but
highly successful in her profes-
sion, Miss Shocked, 31, is “among
the regional finalists competing
for places in the 1994-1995 class
of White House Fellows," the
White House said.

White House Fellows spend a
year working as full-time paid as-
sistants to the vice president,
senior White House staff, Cabinet
officers and other top govern-
ment officials. Past fellows in-
clude Gen. Colin Powell, former
chairman of the Joint Chiefs of
Staff.

A native of Texas, Miss
Shocked has lived in New York,
Amsterdam and San Francisco,
where she was arrested after
struggling with riot police at a
political protest. A photo of that
struggle is on the cover of her
second album, “Short Sharp
Shocked.”

R-E-L-l-E-F

President Clinton hardly lets a
day go by without taking a shot at
the press, which, Lord knows, de-
serves it on general principles.

But the president rarely takes
a shot as pointed as he did one
day last week when reporters ac-
companying him to a printing
plant in Keene, N.H., asked him
for reaction to Rep. Lee Hamil-
ton's call for congressional hear-
ings to look into Whitewater.

“I don’t know,” the president
replied. “What did he say?”

One of the reporters quoted
Mr. Hamilton's remarks.

“That's a discussion he ought to
have with the special counsel.”
the president said, testily. He
turned away and — according to
the press pool report written by

Michelle Shocked would likely add
diversity to White House Fellows.

the two reporters assigned to ac-
company the president — “emit-
ted what the pool believed to be a
flatulent sound and then turned
back toward the pool and said,
‘We've cooperated.

Lula's defense

Lula Rodriguez — a senior ad-
viser at the U.S. Information
Agency who resigned as a top as-
sistant to Attorney General Ja-
net Reno in January while under
investigation for unethical con-
duct — said yesterday she's never
acted improperly and denied be-
ing “a political opportunist.”

‘We revisited Miss Rodriguez's
story this week on learning that
the former Reno scheduler se-
cured a §78,682-a-year post at the
USIA on leaving Justice.

“This [USIA] job was offered
to me a while back." Miss Rodri-
guez said in an interview yester-
day. “I never came up to Washing-
ton to be chief of staff to Janet
Reno. I never planned to stay at
the Department of Justice. [
stayed to help Janet, We are
friends. We have known each
other for years in Florida. [ am
not here as a political opportun-
ist”

Miss Rodriguez acknowledged
that while employed at Justice
she helped for three days in the
Florida campaign of her brother
in-law, Hialeah Mayor Raul
Martinez.

“I didn't go (to Florida) on gov-

ernment time. I took vacation
time," Miss Rodriguez said. "I
worked only one weekend

and took only one day’s leave.
This was not an election covered
under the Hatch Act. It was a
nonpartisan municipal election.”

Mr. Martinez was re-elected to
a four-year term, even though a
federal judge had given hima
10-year sentence on a 1991 con-
viction on federal racketeering
and extortion charges. Last
month, the 11th U.S. Circuit
Court of Appeals in Atlanta re-
versed the 1991 conviction, say-
ing Mr: Martinez's jury was sub-
Jected to outside influences that
Engy have prevented it from being

air.

Miss Rodriguez yesterday
blamed the mayor's “losing oppo-
nent,” Nilo Juri, for spreading
untruths. Mr. Juri filed suit chal-
lenging Mr. Martinez's 273-vote
victory, questioning the validity
of some absentee votes. He noted
that Miss Rodriguez, while
working on the campaign, wit-
nessed 11 absentee ballots.

“It was a very contested, tight
election, and I can understand
how someone can feel bitter at
that point,” Miss Rodriguez said,
declining to cite Mr. Juri by
name.

Back to the Cold War

Last year, as part of the Clinton
admininstration’s be-nice-to-the-
Russians program, the Pentagon
ook the unprecedented step of
issuing building passes to two
Russian defense attaches, who
happened to be agents of the
GRU military intelligence ser-
vice,

The passes gave the Russian
spies unescorted access o the
Pentagon, while it was hoped
Moscow's Defense Ministry
would give U.S. military attaches
the same courtesy.

In light of the spy case involv-
ing accused Moscow mole Al-
drich Hazen Ames, charged with
selling CIA secrets to Moscow
since 1985, we wondered whether
the Defense Department is still
permitting the GRU access to the

gon.

Not to worry, says Lt. Col.
Stephanie Hoehne, a Pentagon
spokeswoman. She tells us the
Russians, way back on Aug.

9, turned in their passes “volun-
tarily” after their country de-
cided against giving U.S. agents
access to the Defense Ministry.
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