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As the Whitewater teapot is whipped into a tempest, let us consider the case
of Dr. Robert Gallo.

Gallo is the American virologist who co-discovered the human immunodeficiency
virus, which causes AIDS. He is also the one who developed the technique for
studying T-cells which made that discovery possible, and taught it to other
labs, including that of Luc Montagnier, the Frenchman who then independently
identified the virus. Most important, Gallo developed the test to detect HIV in
blood. But, as Nicholas Wade explained recentlv in +ha wa-. v-—) Tiges Magazine,

Gallo became the object of a fou L//// gations that he
had stolen the AIDS virus from M 0. (" o oncluded that
Gallo had done nothing wrong. No (: L nnot be considered
a happy ending. Never mind the p o was reviled when
he should have been praised. Nev F:' hese were the most
painful years and horrible years I - result is that
this top-ranked researcher had t cusations instead
of fighting AIDS. - JL'-‘ 0 Lm (‘(‘Tf"jﬂ
2

This diversion from the task ;‘fglp ‘ urge of
Whitewater. And the victims are 1 country and all
its citizens -- and, since the U e e eeeee aw ww pauwmaneunc 1N global events,

the world. The Whitewater investigation is taking the time and attention of the
President and of Hillary Rodham Clinton, the person primarily responsible for
addressing one of the most significant problems facing our country, health care.
It is time necessarily taken away from what they should be doing -- and what we
desperately need them to be doing. As investigations and headlines proliferate,
and members of the White House staff are hauled in for questioning or forced out
of their jobs, it is no surprise to read in Newsweek that "Inside the

Administration there is a looming sense that its entire domestic agenda is at
risk."

This is not to say that any President or public figure should be above
criticism. If wrongdoing surfaces, of course it is the responsibility of the
press and the opposing party -- indeed, of the party in question -- to
investigate the matter. But Whitewater did not come to light because it had
ramifications in public affairs. It was dragged to light by reporters digging
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Bill Led Three Lives

The abiding mystery of the president’s multiple-personality disorder

BY JOE KLEIN

HE PRESIDENT LEFT FOR A VACATION THIS WEEK,
thank God. The endless soap opera was getting to be a
bit much. Washington was twitchy with rumor. over-
whelmed by innuendo, overdosed on the continuing
saga. A Clintonless week was indicated and, if recent
history is any guide. a wise tactical move. Vacating is some-
thing this president has done quite successfully. The last time
he went away —to Martha’s Vineyard in August. after the gruel-
ing budget melodrama— his poll ratings began to rise. A grateful
nation seemed to say: thanks for getting out of our face. He
returned to launch his finest season in the White House. an
autumn in which he resembled the first.

| during the 1992 campaign. They would be of only marginal inter-

est now, but for three factors: the lingering doubts about the
president’s character. the First Family's initial reluctance to
release Whitewater information—and the disastrous decision,
long touted by The Wall Street Journal. to bring the Little Rock
courthouse crowd up to Washington to help run the country.
The three Clintons are not mutually exclusive; there is cross-
pollination. One reason the president remains so devoted to
his annual Renaissance Weekend may be that it is one place his
three lives commingle—former New South governors and
DLC types like Richard Riley sup with FOBs like Ira Magaziner

best Bill Clinton: the moderate Southern-
er who led the National Governors’ Asso-
ciation and the Democratic Leadership
Council. a bipartisan coalition-builder.
hip to the latest in post-ideological policy
thinking. He launched the ‘“‘reinventing
government” campaign, fought the good
fight on NAFTA. gave a stirring health-
care speech and began a more honest na-
tional discussion of race, speaking frankly
about the impact of out-of-wedlock births
on the black community.

That was the Bill Clinton who had cam-
paigned for the presidency, and won. Un-

and Arkansas oligarchs like Don Tyson.
But life doesn't imitate Renaissance. The
president’s ability to swim so effortlessly
in different waters would be an admira-
ble trait—if it weren't carried so often
to excess.

Inner circle: One conclusion seems ob-
vious: the moderate, bipartisan Clinton is
the only persona that hasn't brought him
political grief. It has. in fact, been his ref-
uge when times got tough. It is therefore
rather strange that Clinton has stocked
the administration primarily from his oth-
er lives. There is no “New Democrat”
guru in the inner circle. Worse, there’s a

fortunately, the president appears to be
the victim of a multiple-personality disor-
der—he has at least three public perso-

sense that “moderate” issues like crime
and welfare are useful mostly to build
support for “liberal” issues like health

SYCMA

An abiding enigma: Back in Arkansas

nas—and the others aren't nearly as winning as the | The moderate | care—and a belief the centrist coalition that passed
frst. _ i : X . . : N : ;
e dlatng e oy amiet iy | Clintowds | O e e s
first six months in office. This Clinton hired a cabinet | the only ! have saved the president from his current dilemma,
i ] m o . i b t 5 . - t - th

wmﬁuﬂs“‘g&ton g:t ciﬁtﬁ%ﬁﬁ?@fs?ﬁg ! persona that | Wuhi?: ii:uzzd;uihf;aionrfi&gate; ﬁ?iﬂeru:nen?
military” mess and slavishly attended the congres- | hasn’t brought | tality that fed this disaster. (The need for a more
sional leaders he'd studiouslvy avoided during the | o — ef professional staff goes without saving.)

campaign. In fairness, he was forced into more stri- | grn Another “obvious” conclusion is more risky: one

dent partisanship by the Republicans, who adamant-

ly refused to cooperate in the budget process. But still: Clinton |

seemed to get lost. He hung out with the Hollywood crowd. He
allowed the remarkable. ridiculous—and now, almost entirely
irrelevant — Health Care Task Force to be created. He slouched
back toward the friends. and anachronistic politics. of his Oxford
and Yale Law School days.

Over time. a third Clinton has come into focus. This one is the |

has to wonder about Hillarv Rodham Clinton. She
has had a central role in two of her husband's three public lives.

| Guess which two. “We never saw much of Hillary,” says a DLC

stalwart. While he chaired the Governors' Conference, she

| chaired the Children's Defense Fund. Of more immediate inter-
| est, she is the only former Rose Law Firm partner who hasn't left

likelv suspect in the Whitewater inquirv. a pragmatic power |
politician who did whatever necessary to get and keep office in ;

Arkansas. This Clinton plaved America’s tavorite local political

game with gusto. granting low-interest loans to not-verv-needy |

business interests. who in turn contributed generously to his
political campaigns. This Clinton snuggled up close to the Arkan-

quite escaped the orbit of the shadowv Stephens brothers. Witt
and Jackson, who owned and operated one of the great American |

town or been demoted—and, by her own admission. she was
reluctant to indulge the media’'s Whitewater fixation. It's proba-
bly too easy to caricature her as relentlessly tugging the presi-
dent to the left—she's a pragmatist. not a communist—but she

may well be the most influential of the many insiders who

disdain the DLC, and see Clinton's “New Democrat” persona as
a tactic rather than a strategy. The combination of liberalism.

| legalism and her profound mistrust of those outside the inner
sas oligarchs. the bond daddies and chicken pluckers —and never :

circle probably hasn't served the president well. But it's hard to
sav. The precise nature of the Clintons’ re}anonstup remains the
abiding enigma of this administration. the missing piece to every

fortunes. Some of these connections were explored cursorily | puzzle. the reason why we can't put this mystery down.
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Cycle of dependency: 33 percent of all LS. births last vear were to women on Medicaid

‘The Infertility Trap

Welfare: Why do some state Medicaid programs
help single mothers have more babies?

SUALLY, WHEN  MASSACHUSETTS
“state Rep. Ronald Gauch holds month-

lv office hours in Shrewsbury. he hears
complaints about budget cuts or potholes.
But last month constituents had a more
startling grievance. They told him that
Massachusetts's Medicaid program was
paying for welfare mothers to receive ferul-
ity drugs. At first, Gauch said. he tound it
“hard to believe.” Then he checked state
records and confirmed that Medicaid spent
$46.000 last vear tor two drugs. Clomid and
Serophene. that are prescribed only to treat
infertilitv. Of the 260 state Medicaid pa-
tients who received the drugs last vear, 58
percent were on AFDC—the Aid to Fam-
ilies with Dependent Children program
that covers mainly single mothers —and 63
percent alreadv had children. In fact. two of
the women aiready had eight children each.
Massachusetts's Repubhcan Gov. William
Weld abruptly banned the drugs trom the
state's list of Medicaid-approved medica-
tions. Democratic Sen. Edward Kennedy
agreed. saving: "Our goal in using tax dol-
lars wiselv is to reduce weliare dependen-
cv. not create more of it.”

At a ume when Congress. President
Clinton and state legislatures are pushing
welfare retorm. 1t hardlv seems prudent to
add more children to the rolls. But Massa-
chusetts isn't alone. A nationwide count by
NewsWEEK revealed that 11 other states
offer some form of fertility assistance

30 ~ewswEER aPRIL 4.1904

through Medicaid (chart). Six other
states — Maine, Wisconsin. Alabama. Con-
necticut. Montana and West Virginia—
have ended such coverage in the last two
vears. The amount of money is tairlv small.
Nationwide. the cost of supplying the drugs

| and treatments is probably less than half a

million dollars annually. But because the
tederal government pavs 90 cents of everv
Medicaid dollar states spend on “tamily-
planning services,” U.S. tax-

e S ——r— i

chance to have children. simply
because thev are poor? Some
critics ot Weld's action argued
that not all Medicaid recipients
are unwed welfare mothers—
some are working couples who
are between jobs or who just
don't earn much monev. “This

question of treating people
equallv.” savs Robert Restuc-
cia of Health Care for All. a con-
sumer  group.

based infertilitv support group.
point out that even women who
alreadv have children can have
difficulty conceiving again,
and they argue that infertility
should be treated like any other
medical problem. Dr. Alan De-
Cherney. president-elect ot the
American Fertility Society. sees civil-liber-
ties problems in cutting off fertilitv aid:
“We're making a decision based on a pa-
tient’s socioeconomic class.” On the other
hand. he notes that many private insurance
plans don't cover infertilitv services—so
why should a poor person have that benefit
paid by taxpavers?”

Optional services: Not surprisingly, con-

is reallv weltare-bashing—it's a |

Officials at !
Resolve. Inc.. a Massachusetts- |

servative advocates of welfare reform are |

appalled at the idea of government subsi-

dizing fertility aid for the poor. “It's morallv |

irresponsible for someone to have a child
and expect someone else to raise them.”
savs Robert Rector of The Heritage Foun-
dation. He urges the Clinton administra-
tion to remove fertility treatments from the
list of optional services tederal Medicaid
will match. if states decide to offer them.
But U.S. Medicaid director Sally Richard-
son says she won't press for such a move: *1

think states should have the |

pavers fund the vast major-
ity of fertility assistance.
And the related costs run
much higher. Fertility drugs
increase the risk of multiple
births and low-birth-weight
babies. who can have ex-
tremely costlv medical prob-
lems. As it 1s. 33 percent of
all U.S. births last vear were
to mothers on Medicaid. and
each new welfare baby fuels
the cvcle ot public depend-
ency. requiring more wel-
fare pavments. food stamps
and other benefuts.
Medicaid funding of fer-
tilitv services raises philo-
sophical questions as well:
Is everv woman entitled to
bear a chuld. even if she can't
afford to raise one? Can the
government deny people the

Pennsvlvania

New Mexco

Permissive States

Infertilitv Assistance to
Medicaid Recipients
Drug treatment: Hawaii
lalso pays for artificial
insemnination). Iowa.
Louisiana, Minnesota.
New Hampshire. New
Jersev. New Mexico.
New York. Oregon.

Reversai of tubal liga-
tion and vasectomy:
Marvland. New Jersev.

Canceling assistance
this year: Maine.
Massachussetts, Wis-
consin (all pay for drug
treatment only)

right to choose how thev
want to target their dollars.’

Most states that cover fer-
tility services under Medic-
aid aren't specificallv trving
to promote tertility —thev've
just traditionally covered
most FDA-approved drugs
whenever a doctor has pre-
seribed them. But some
states have concluded that
the practice makes no sense
“\We think that there’s a real
inconsistency between cov-
ering infertility drugs and
trving to move recipients in
the direction ot more seli-
reliance savs Claudette
Beaulieu ot the Department
ot Social Services in Con-
necticut. which stopped cov-
ering fertility drugs in 1992
and will begin limiting the

yt



The Clinton-
Fiske face-off

Where the special prosecutor 1s heading,
and what the president is going to do about 1t

n March ot 1979. just three months
betore the now verv intamous
Whitewater Development Corp

came mnto being. Dawvid Hale was h- |

censed by the Small Business Adminis-
traton 10 begin making hundreds vl
thousands in taxpaver-guaranteed loans
10 underprivileged men and women
who wanted to start their own business-
es. Hale was a pillar of Little Rock. A
onetime prosecutor and national head

of the Javcees. he was appointed o a |

Prosecutor. Fiske will seek wavs to hear from Clinton.

municipal judgeship by then Gov. Bill
Clinton. Instead of making loans to dis-
advantaged borrowers. however. Hule
started spreading the money around 1o
Arkansas's business and political elite.
Thanks to a plea agrcement negotiat-
ed last week. David Hale today is a ted-
cral felon. and his storv would amount
to no more than another sorry morality

LFF WTCHELL - RELTER

tale if it weren't for this fact: If there !

really 1s any criminal wrongdoing at the
bottom of the hopelessly tangled
Whitewater affair. David Hale is one ot
the two or three witnesses who might be

able to directly implicate the president
and Hillarv Rodham Clinton.

President Clinton. clearly. does not see
that happening. In vet another demon-

| stration of his extraordinary political re-

silience. at a prime-time press confer-
ence last week —only the second of his
presidency — he delivered a highly specif-
ic and spirited defense of his and his
wife’s investment in the Whitewater ven-
ture and of the manner in which they
handled it in their tax accounting. The
president 'fessed up to an ac-
counting error on
Whitewater: He said they
had. lost approximately
§22.000 less than the $68,900

as their loss on the failed
real-estate venture. Late in
the week. Clinton also un-
veiled tax returns for 1977.
1978 and 1979. providing for
the first time a complete pic-
ture of the family’s finances
for the full pennod he has
served in public office.

Will it be enough? As per-
suasive as the president’s de-
fense was. there 1s no doubt
that Whitewater i1s harming
his administration. In a surg-
ing economy that should be driving his
approval rating higher, polls show it has
tallen between six and 12 points in the
past month alone: worse. the president’s
disapproval ratings are climbing. Most
ot those surveved sav they believe the
Clintons are guilty of some wrongdoing
in the Whitewater affair.

Whether or not they are will be deter-
mincd by Special Counsel Robert Fiske.

Clintons may be unable to shake the
Whitewater albatross in the months to
come. As early as this week. Fiske may

they had orginally claimed |

President. After a bravura press conference

call David Hale to testifv before a grand
jury in Little Rock. But that is just the
beginning. In addition to the 12 White
House and Treasurv Department offi-
cials alreadv subpoenaed by u
Whitewater grand jurv in Washington.
Fiske and his team have dished out an
additional 150 subpoenas for witnesses
and documents related to the Clintons’

| Whitewater investment. loans made by
and his investigation is the reason the |

Hale and his companies and still more

loans made by the Clintons’ former part-

ner in Whitewater. James McDougal.
The fourth Whitewater partner,

ab
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WASHINGTON WHISPERS

AMES spy scandal claims first victims at CIA
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WHITE HOUSE strategy struggle: Carville-Begala versus Gergen
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SOCKS’S lifestyle hits a new low

m Cautious exit. When the last Ameri-
can forces left Somalia last week. the

final unit to board the ships was a de- |

tachment of M1A2 tanks. which depart- |
ed with gun turrets armed and pointed |
toward the shore. The precaution —per- |
sonally ordered bv Defense Secretary |

William Perrv—was taken to guard

against anv last-ditch attacks by Somali | §

gangs and to avoid any resemblance 1o

the humiliating abandonment of the |

American Embassy in Saigon in 1975,
when several South Vietnamese were
photographed clinging to the landing
gear of an airborne U.S. helicopter.

B Heads start to roll. The Aldrich Ames
spy scandal has claimed its first victims at
the CIA. Intelligence sources say that un-
der fire from Director James Woolsey, two
senior officers are aking early retirement:
Thomas Twerten, a veteran Mideast
hand. until recentlv head of operations.
and Bonn station chief Milton Bearden,
who as head of operations in the Soviet/
East European Division put Ames in
charge of its counterintelligence siaff.
Meanwhile, the CIA’s review may result
in a rare action: criminal prosecution of
agency officials considered negligent for
not catching Ames sooner. Among the
subjects probed: the conduct of Ames’s
superiors; whether co-workers mayv have
known that he possessed classified files o
which he was not supposed to have ac-

cess: whether his polvgraphs were properlv |
adrunistered, und if anv CIA personnel |

hlocked efforts to check his conspicuous
consumpton. such as his acquisition of a
Jaguar sedan and his cash purchase of a
8$340.000 home. But Dennis DeConcinu,
Senate Intelligence Commuttee chairman.
urtacked Wouolsev tor opposing a lezisia-
tve provision extending the FBI's coun-
renntelligence authonry. DeConcint toid
U.S. News his proposal would help un-
mask spies. "He wants to protect that
agencv.  DeConcint charges. “Woolsev
mayv be the wrong guv for thar agency.”
The CIA had no comment.

TAVLOR JONES FOR USNEWR

Accused spy Aldrich Ames
The high price of conspicuous consumption

W Novel theory. Investigators combing
through the wreckage of the Ames case
also are searching for evidence that the
accused spv's wife, Maria. may have
been a Soviet double agent. She was re-
cruited by the CIA in Mexico City in
1982 to help U.S. spies gain access to
the Cuban Embassv. in part because
her Colombian mother was a friend of
novelist Gabriel Garcia Marquez —a fa-
vorite of Fidel Castro. But the FBI has
found that in 1984, a Soviet spyv in the
Mexican capital in charge of recruiting
Americans was given the KGB's sec-
ond-highest decoration. Now the FBI
wants to know if the decoration was
awarded for enlisting Maria Ames—
and whether she. in turn. led hér hus-
buand 1o the Soviets.

® Divided counsel. With the White House
sull unable ro extricate uself from the
swirling Whitewater controversy istor.

| Page 20). the president’s advisers are
| more deepiv divided than ever over how

the Democrats can stave off a debacle in
this tall's congressional elections. One
faction. led by veteran campaign advisers

i James Carville and Paul Begala. is coun-
| seling Clinton to tum sharply parusan

and to launch hard-hitting arttacks on

| such outspoken congressional Republi-

cans as Senate Minont Leader Bob Dole
and Rep. Newt Gingrich. the presumptive
GOP House leader. The suggested issue:
the GOP’s alleged stonewalling on health
care reform. But another camp of advis-

. ers—1ihts one led by counselor David Ger-

gen — argues that the president desperately
needs Republicans 10 pass his legislative
program and that it would be political
suicide to unieash campaign-stvie oratorv
at this juncture. Clinton seems to shift
from one camp to the other and some-
times winds up squarely in the middle.

B Planners’ decline. Although the Clin-
ton State Department is accused of
lacking a coherent foreign policy, Secre-
tary Warren Christopher is gutting the
one office most responsible for long-
range strategy: the policy planning staff.
Under its new director. James Stein-
berg, the office will lose as many as five
personnel slots—and also much of its
traditional independence. Steinberg,
who replaces the ousted Sam Lewis. will
report to Strobe Talbott, the depart-
ment’'s recently appointed No. 2. The

| planning staff. once directed by such

eminent diplomats as George Kennan
and Paul Nitze. has long been one of
the State Department’s most presti-
gious divisions. Now its staffers lament
that though thev sought to join the
planning staff to be “'present at the cre-
ation.” thev have instead ended up be-
ing “‘present at the cremation.”

W A dog's life. Not oniv does Socks. the
White House cat. endure the humiliation
of spending hours at the end of a leash. but
now he s being forced to spend nights in the
White House subbasement. Insiders specu-
late that Socks has been exiled for the same
reason that he was once sent 1o the euard
house at the governor’'s mansion in Lintle
Rock: Bill Clinton is allergic 1o cats. Neel
Lauimore. a spokesman for Hillarv Rod-
ham Clinton. would not confirm the spec-
ulation. but he confidentiv assured Amen-
ca’s cat lovers that “Socks has the life we
all want.” In the subbasement?
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By GEORGE J. CHURCH and
MICHAEL KRAMER

s s s A R S
E CERTAINLY KNOW
‘ that no one in the
White House, at
least to the best of
my knowledge. has
tried to use any in-
formation to in any
way improperly influence the RTC or any
federal agency.” So said President Clinton
last week in his televised news confer-
ence—but his words do not quite jibe with a
story that special counsel Robert Fiske and
a Whitewater grand jury were hearing al-
most simultaneously. Fiske's probers,
TiME has learned, are weighing charges
that White House aides tried—though un-
successfully—to force the firing of the law-
yer heading a civil investigation for the
government’s Resolution Trust Corpora-
tion that is closely related to the
Whitewater affair.
If those charges can be proved, they
could harm the President far more than the

MFIRE

ones he tried to turn aside in his news con-

ference—rated even bv Republican foes as

an impressively smooth performance—or

v- * the accusations leveled by G.0.p. Congress-
%, -2, man Jim Leach in a speech hours earlier on
: = the House floor. The new charges involve
not what obscure Arkansas wheeler-dealers
_did 15 vears ago but what was

i said as recently as late February

by George Stephanopoulos. the
President’s most trusted political
& adviser after his wife and the Vice
Pres1dent And the story brings
up the dread words obstruction
of justice—even in the minds of
Administration officials. Says
one: “Based on the facts we be-
lieve Fiske has developed during
his grand jurv sessions. it’s possi-
ble that at least one and perhaps
several Section 1505 indictments
could issue.” Section 1505 of Title
18 of the U.S. Code brands any at-
tempt to “influence. obstruct or
impede the due and proper ad-
ministration of the law™ a cnme

tnluve " igetting rid of anRTC - pumsha__ble by imprisonment as
lawyer whose past was perceived to be - long as nve vears.

imimical to the President's interests. More important still will be
inquiries into what events inside

S MIAOF YL
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When the RTC assigned lay Stephens, above, to the

Whitewater case, the reaction in the White House
was volcanic. Said a Clinton aide: “The words we use when we discuss it
are what they call ‘expletives deleted.’ "

the White House propelled the angry calls
to the Treasury officials. Did President Clin-
ton ask that his aide make the calls, or was
Stephanopoulos acting purely on his own
initiative? Asked by TIME on Saturday
whether Clinton had requested him to initi-
ate the discussions about Jay Stephens, the
lawyer in question, Stephanopoulos repiied
with a quick and emphatic “No.”

Earlier, White House chief of staff Mack |

McLarty told TIME that Stephanopoulos
had spoken to the President on Friday and
that “to the best of mv knowledge,” it was
the first ime they had discussed the calls re-
lating to Stephens. McLarty added that
though he had complete confidence in

. Deputy chief of
statf Harold Ickes,

right, was with Stephanopoulos on the
speakerphone when Attman was asked,
“What about Jay Stephens?”

Even as Altman
refused to talk

about Stephens, Stephanopoulos

reportedly calied Joshua Steiner, above,
chief of staff at Treasury, saying, “This
conversation never happened.” Again,
the guestion was allegedly raised, “How

can we get rid of Stephens?”

Stephens is in fact still investigating the
collapse of Madison Guaranty Savings and
Loan for the RTC, the government body that
cleans up the affairs of failed S&Ls, in part
to look for evidence of fraud that would en-

some of the $47 million that Madison’s fail-
ure cost taxpayers. That probe would almost
inevitably delve into the alleged flow of
moneyv between Madison and Whitewater

Development Co., in which the Clintons |
were partners with James McDougal, Mad-

| ison’s former owner. Thus the participants

i in the vain attempt to get Stephens could try |

Stephanopoulos, he was asking newly ap- |
pointed White House counsel Lloyd Cutler |

to launch a detailed review of the whole af-
fair. The chief of staff put out a formal state-
ment to the daily press asserting that
Stephanopoulos and White House deputy

tion of asking anyone” to fire Stephens and
pointing out that Stephens “is continuing to
conduct his inquiry for the rTC” But, the

officials were informed about the White
House calls and briefiv considered remov-
ing the lawver.

to invoke the basketball rule: no harm, no

foul. Or they could claim that when White |

House aides made remarks merely to ex-

aides make no secret they consider him a
“right-wing zealot” out to get the President),

| those statements were misinterpreted as a
| demand that Stephens be fired. Still, as a
chief of staff Harold Ickes “have no recollec- |

Clinton aide admits, while “the actual words
used before the grand jury regarding how
we felt about the RTC hiring Stephens were

. "surprise and shock. among ourselves the
Associated Press reported Saturday, top RTC

words we use when we discuss it are what

they call ‘expletives deleted.”
Stephanopoulos tells TIME he remem-

bers only one conversation about Ste-

phens, with Joshua Steiner, a friend and

| political colleague who is now Treasury

Department chief of staff. In that talk, says
Stephanopoulos, he merely “asked how Jay

| Stephens had come to be retained by the
able the RTC to file civil claims to recover |

RTC. 1 was puzzled and blew off steam over
the unfairness of that decision because Jay
Stephens had accused the President of act-
ing improperly” on another occasion.

HE REFERENCE IS TO FEBRUARY
1993 when Clinton fired all 93
U.S. Attorneys who had been ap-
pointed by George Bush. One of
them was Stephens, who was then
U.S. Attorney for the District of

i Columbia and developing a case against
press dislike and suspicion of Stephens (the |

House Ways and Means Committee chair-
man Dan Rostenkowski—a pivotal Clinton
ally in the battle for health-care reform—
for diverting taxpayers’ money to personal
and campaign funds. Stephens charged
that the mass firing was a way of derailing
the Rostenkowski investigation. The RrC,
however. chose Stephens precisely be-
cause he could be trusted to carry out an
investigation that would not back away
from information potentially embarrassing
to Clinton. Stephanopoulos adds: “Once [
got the facts from Josh [Steiner], that end-

&£t was a heated conversation ... Altman was almost |

(4]
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ed the matter, as far as I was concerned”

But that is not the story Fiske and the
grand jury have been hearing from some
others. As pieced together by TIME from a
review of documents and interviews with
many sources—Administration officials,
lawvers for some of the 12 Clinton aides
subpoenaed by Fiske and sources involved
with the special counsel’s probe—the tale
goes like this:

The key date was Friday, Feb. 25. It was
a busv day at the White House: Clinton
held a press conference to talk about the
massacre of Muslims in 2 Hebron mosque
and the U.S. deportation of a senior Rus-
sian diplomat as a retaliatory move in the
Aldrich Ames spy case. Nonetheless,
Stephanopoulos and Ickes found time to
call Deputy Treasury Secretary Roger Alt-
man, who was also acting head of the rrc,
using the speakerphone in Stephanopou-
los’ office. They had just learned that Alt-
man had finally decided to disqualify him-
self from dealing with any matters related
to Madison because of previous contacts
with the White House staff about the RTC's
investigation. The White House aides were
funious about the recusal—for weeks thev
had urged Altman not to do it—and were
even more put out that thev had learned of

Pl by At the conclusion of his call with Ickes and
RETLY S, ') Stephanopoulos, Roger Altman, above, who

had recused himseif as RTc head agamst the White House's wishes,

reported the conversation to Steiner, adding, “These guys are nuts.”

| it only after Altman had divulged his deci-
| sion to the New York Times.

Stephanopoulos confirms that the con-
versation occurred but says he only “sug-
gested as a courtesy that [Altman)] write a
letter to the President explaining his deci-
sion. I don’t remember anything else about
that conversation.” Other sources familiar

i with the call offer more elaborate accounts.

Says one: “As best we can figure it. it was an
extremelv heated conversation. It seems to
have gone right from acknowledging the
recusal to ignoring it, in that Altman was al-
most immediately asked to help think of a
way to fire Stephens.”

Altman’s own version, as reported by
sources close to Fiske, is that either Steph-
anopoulos or Ickes asked, “What about Jay
Stephens? Can anything be done about it,
or are we stuck with this®” Altman report-
edly cut off the conversation “quite quick-
lv,” telling his callers he “absolutelv would
not” be a party to sacking Stephens. Ac-
cording to this version, Altman then re-
ported the substance of the conversation to
Steiner. adding, “These guys are nuts.”

Stephanopoulos was also on the phone
to Steiner. That was the conversation in
which he says he “blew off steam” about
Stephens. Again, others describe the con-

versation differently. They say Steph-
anopoulos began with the classic “this con-
versation never happened” line and
proceeded to ask Steiner, “How can we get
rid of Stephens®” After further contacts be-
tween Steiner and Stephanopoulos, the
conclusion reportedly was that Stephens
could not be removed easily, so the subject
was finallv dropped. Steiner will testifv be-
fore Fiske's grand jury this week, and Fiske
and his assistants will be able to question
him on the basis of Steiner's own detailed
notes. “The dumb son of a bitch kept a dia-
ry, says a senior Administration official. “A
thorough, compulsive diary. Fiske’s got it.
and God knows what's in it—as if it isn't
enough that we tned to off Stephens.” One

; source close to Fiske says, “It’s not the Nix-

on tapes, butitain't beanbag.”

What may come of this inquiry is hard to
predict. Stephanopoulos testified to the
grand jury last week and said afterward that
“it was very refreshing to be before the tni-
bunal that cared about the facts"—an un-
subtle dig at the press. He mav well be re-
called, however. after Steiner testifies.
Further down the road. savs a White House
official. “it depends on whether Fiske wants
to indict some White House folks. Indict-
ments he could get easilv. Convictions are

mmediately asked to heip think of a way to fire Stephens.”*
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&4It’s not the Nixon tapes,?? says one source close fo Fis '

another matter” In any case, he says, the
conversations are “the most damaging
Whitewater-related stuff so far”

Certainly it will not help Clinton in the
process he had begun—but only just be-
gun—to turn public attention away from

fact that by common consensus we had the
most productive first year of a presidency
last year of anyvone in a generation.” True,
Clinton is not yet directly involved—and
may never be. One source familiar with
Fiske's work does speculate: “What really
causes us to wonder is whether Steph-
anopoulos would have pursued the Ste-
phens matter beyond Altman’s firm ‘No' if
he wasn't following the President’s orders.”
But proving any presidential involvement
would be most difficult.

Long before Fiske is ready to make any
legal moves, though, the Stephanopoulos-

quite certain—last week, in somewhat
roundabout fashion. Henry Gonzalez,
chairman of the House Banking Commit-
tee, abruptly canceled a hearing into RTC
matters last Thursday at which Leach. the

. ranking minority member, had planned to
Whitewater and back to what he called “the |

unveil some results of inquines by his staff
into Whitewater and Madison. In a letter to
House Speaker Thomas Foley, Gonzalez
ranted about a Republican “malicious cam-
paign of character assassination’—and

perhaps all, the money.” The company “may
have begun as a legitimate real estate ven-
ture.” Leach intoned, “but it came to be
used to skim, directly or indirectly, federally
insured deposits from an S&L. meaning
Madison, and some of the money was “used
to pay off personal and campaign liabilities
of the Governor” Conclusion: far from los-
ing heavily, as the Clintons have always
contended, “the family of the former Gover-

i nor of Arkansas received value
called for full hearings into all aspects of |
’. Whitewater to counter that G.o.p. effort.

from Whitewater in excess of

| the resources invested” The

| House Democratic leaders had not been at |

Ickes-Altman-Stephens story will make a |
mighty stick Republicans will use to whack |

the White House. And more questions will
be asked during the (probably separate)
Senate and House investigations that Sen-
ate Republican leader Bob Dole predicted
might get under way around May 1. That the
House will match the Senate in conducting
such hearings became likely—though not

all eager to endorse such hearings, but after
Gonzalez’s explosion they had little choice.

EANWHILE, LEACH, DEPRIVED

other. In a speech on the
House fioor on Thursday after-
noon, he pursued two lines of
accusations, delivered in a theatrical combi-
nation of harsh language and calm tone.
One line was to portray Whitewater as a
kind of sweetheart deal—one to which “the
Governor-in-the-making provided his
name” while “the S&L owner [McDougal]
and affiliated entities provided virtually all.

documents Leach produced—

| and has given to Fiske—did not

entirely support his claims,
some of which are anything but

| novel, but they did raise new

by the autocratic Gonzalez of |
one forum, avidly seized an- |

| account of alleged attempts by

questions.
Coming closer to the pres-
ent, Leach offered a detailed

rTC officials to shield the Clin-
tons from embarrassment by

© interfering in its earlier inves-

| 1992 to October 1993, Leach

tigations of Whitewater and
Madison. From September

said, L. Jean Lewis, the lead
RTC investigator in Kansas §=

|
 The Young Master of the White House

By DAVID VAN BIEMA

man’s path led toward ever greater identification

N ADDITION TO HIS SPEAKERPHONE, GEORGE STEPHANOPOU-
los’ crowded office contains a number of icons. Some are
modern. Several, in black and white, are of a martyred Presi- |
dent. Another is of a living one. And then there are the literal |

with his boss. “George has an innate knowledge of
the President’s thought process,” says Moore. It is =
Stephanopoulos- who underlines Clinton’s press -
summaries every mumi.ug. And it is he who serves ...
as the President’s “policy body man,” hovering near

icons: sad-eyed saints presented to Stephanopoulos, son and i
grandson of priests, by others in the Greek Orthodox communi- |
ty. The saints stood close to a higher being. None of them had
speakerphones, but most of them suffered for expressing what
they believed were wishes from above.

From almost the moment George Stephanopoulos joined
the Clinton campaign, he was able to speak for the candidate.
Even though he was not from Arkansas, even though he was 14
years Clinton’s junior, the pessimistic, MTV-ready congressional
staffer bonded with the affable Governor. Along with a few oth-
er close aides, he saw Clinton through the long primary season.
Says Kiki Moore, a former campaign aide and now Democratic |
National Committee spokeswoman: “You learn alot about a per- |
son late at night on an airplane flying back to Little Rock, Arkan- |
sas, from New Hampshire.” He also helped mold the reactive, |
counterpunching style that made Clinton victorious but appears 1
to be misfiring when applied to the Whitewater affair.

While Moore and other campaigners, including Stephanop-
oulos’ War Room co-star James Carville, maintained their dis-
tance from the White House after the campaign, the younger |

him throughout the day, providing continuity and
calculating each issue’s relative importance. Says
press secretary Dee Dee Meyers: “He’s the place
where all things come together. He is the one person, more than
[chief of staff] Mack McLarty or [presidential counselor David]
Gergen, who doesn't lose the .forest for the trees” Although
Clinton does not see Stephanopoulos as a peer—“he’s not an al-
ter ego,” cautions another aide—Meyers maintains that Clinton
“trusts him more than anyone else.”

And when he’s not at Clinton’s side, Stephanopoulos is usu-

| ally speaking for him where it counts, “George has no opera-

tional responsibilities, which frees him to kind of go from ball
to ball according to what is hot at the moment,” says a col-
league. In meetings without the President, he can exercise fi-
nal say over issues involving the media, the public “message”
and scheduling. And he often acts as Clinton’s proxy on more
| substantive issues. At a meeting last week on entitlements, a
bevy of heavy hitters including Gergen, domestic policy assis-
tant Carol Rasco and budget chief Leon Panetta. argued back
and forth. Says one who was there: “When George spoke, it
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ske about Joshua Steiner’s diary, ¢ but it's not beanbag.”?

Citv, Missouri, and her colleagues could
not find out what had happened to matenal
they had forwarded to Washington: at one
point the Justice Department told Lewis it
“had no record of that referral: it is not in
[the Justice] computer system.” Then after
Justice finally began to move—and after
Fiske had begun his investigation— Lewis
was visited on Feb. 2 by April Breslaw. a

| cording to Lewis notes. Breslaw expressed
| hope that Lewis would say Whitewater had

not drained any money out of Madison:
that “would get them [Washington higher-

| ups] off the hook” Lewls insisted her in-

vestigation had indicated just the opposite:
that improper shuttling of money between
Whitewater and Madison had indeed hurt

| the S&L. and that McDougal's “business
Washington-based senior RTC lawyer. Ac- | partners,” including the Clintons, should
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have known it. When Breslaw angrily de-
nied this account of the conversation,
Leach blandlv observed that he had not
just Lewis  notes but also a tape of the Bres-
law-Lew1s conversation—the first mention
of a tape in any Whitewater proceeding.

Leach's presentation was overshad-
owed hours later. however. bv Clintons
news conference—only the second one he
has held in prime time. Though the session
had been planned for two weeks. it was fi-
i nally scheduled rather quickly. The main
reason was to try to counteract a sharp
| plunge in the polls and do so just before
| Congress's Easter recess, so that lawmak-
ers would discover pro-Clinton sentiment
on the rise back home.

The President replied to an early ques-
tion by reducing his estimate of the losses
‘ he and Hillary-had suffered in Whitewater

from the original $68.900 to about
| $47.000. He had only recently remem-
| bered. he said, that the proceeds of one
| 820.700 repayment of a loan he had taken
| out in 1981 had not gone into Whitewater.
| Rather the proceeds of the loan had been
| used to buy land and a cabin for his mother.
| His poor memory seemed surprising, since
‘ a $20.700 repayment of a loan would have

loomed very large then: the next year his

BILL AND HIS SHADOW: Employee and
boss after delivering a statement on
Russia last October
fers unwelcome advice. Three
months ago, when both the President
and First Lady were resisting the idea
of a special Whitewater prosecutor.
Stephanopoulos helped champion it.
“He had his head knocked off several
times,” said an official, “and kept go-
ing back”

He now finds himself in that same

wasn't part of the debate. It was time to close your notebook.”

No one has suggested that Clinton invested such power in
a dummy or straw man. Like the President, Stephanopoulos
has a sovereign command of policy issues. Unlike him, thanks
to his tenure as floor assistant to House majority leader Rich-
ard Gephardt from 1989 to 91, he also understands the Hill.
“He knows the Speaker,” says a colleague. “He knows the
Leader. When the time comes to pass legislation, he knows
what it will take to get it done.” Despite a well-documented
left-of-center tilt (during his House years he could be spied
reading Salvadoran dissident novels on the subway), Stephan-
opoulos is untainted in the ideological wars that sometimes
split the Administration. “He has an agenda, but with Clinton,
he’s reached the top and is going to insure that he serves his
master” says an observer. Of his loyalty, another quantifies

|
F
'.
|
|
.
]

the accepted wisdom: “On a scale of 10, I'd say he was about a |

9%.” Clinton repays him by listening, even when his aide prof-

prosecutor’s cross hairs, which is sure to launch widespread
speculation about what character flaw got him there. The cool
impatience that helped lead to his removal last May as White
House communications director is not reserved merely for the
Fourth Estate. Says an Administration colleague who claims to
both like and respect him, “George sometimes gets this lookon
his face like you're wasting his time talking to him. He's bril-
liant, but he doesn’t know everything.” Of course, he may not
know that. And accurately or no, many continue to feel he suf-
fers from a moral arrogance. In this, of course, he is not alone.
The Clintons have been accused on more than one occasion of
adopting a philosophy in which the ends justify the means.
Since their motives are pure, the thinking goes, their actions
are probably unassailable. That may be one area in which
George Stephanopoulos would be better off not to identify
with the boss.

—Reported by James Carney and Michael Duffy/Washington
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salary as Governor was $33.750. In re-
sponse to Leach’s charges about the RTC in-
vestigation. Clinton remarked that “all the
appointees of the RTC were hired under
previous Republican Administrations.”
That was not entirelv accurate; two of Bres-
law’s superiors were appointed last De-
cember bv Altman. who 1s an old associate
of the President’s.

This. however. was a mistake that elud-
ed even manv Washington veterans: for
those watching on home screens. the Presi-
dent put on a bravura show of candor and
reasonableness. He seemed entirely affa-
ble. showing not a trace of the anger that

i Whitewater accusations have provoked in

i him at other times. Again and again he
stressed eagerness to cooperate with
Fiske's investigation or any other: he said
specifically that “I expect that the special
counsel will want to question me and will
want to question the First Lady™ and added
that “I will cooperate with him in whatever
way he decides is appropniate.”

Even Leach judged Clinton’s perform-
ance “charming.” But will it really change
anvthing? White House officials readily
conceded that Clinton had a long wav to go
before putting Whitewater behind him—

| the Stephanopoulos-Stephens controversy.

Once that becomes more widely known
and commented on. it could change the
momentum drastically. The public may not

i care greatlv about financial maneuvering

in Arkansas in the 1970s and 1980s and may
even resent being asked to read stories or

| watch TV news bits about it. But the public

. and that was without full knowledge of :

does understand and care about abuse of
power in White House. What Fiske. his
grand jury and congressional investigators
conclude about that will be critical to the
future of the Clinton presidency. —Reported
by Laurence |. Barrett, James Carney, Michael
Dutty and Suneel Ratan/Washington

More Follies on the Sidelines

as we'd like” sighs a Democratic congressional lead-
er. “Every day it’s something else making them look as

‘ ‘ I T’S DIFFICULT TO DEFEND THE WHITE HOUSE AS MUCH
i they don’t know what they’re doing” Two Arkansan

public, the White House frosti-
ly announced Kennedy would
no longer run background
checks on potential appointees
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cases in point: William H. Kennedy III and Patsy Thomasson.

Kennedy should have learned something about Washing-
ton ways while serving on the staffs of two Arkansas Senators
in the 1970s before becoming a partner with Hillary Rodham
Clinton in the Rose Law Firm of Little Rock. But as associate
White House counsel, he has shown mainly a talent for get-
ting in trouble. He drew a reprimand from the White House
last summer for appearing to make political use of the 81 by
calling in the G-men to investigate the White House travel of-
fice. He has been taking heavy flak for the strange anomaly of
a White House staff peopled largely by aides whose legal right
to roam its corridors is questionable. A third of the 1,044 em-
ployees have never received permanent passes attesting that
they have passed security clearances—largely, higher officials
say, because Kennedy has failed to
forward FB1 background checks to
the Secret Service for final approval.

Last week came the semifinal
straw. One of Kennedy’s duties was to
look into the records of potential Ad-
ministration appointees and advise
the White House of any ethical prob-
lems, such as failure to pay taxes. But,
it developed, he came to Washington
with a tax problem of his own: like Zoé
Baird, Clinton’s failed first choice for
Attorney General, Kennedy had not
paid required Social Security taxes on
the wages of a nanny. In February
1993, Kennedy did pay $1,352.52 to
settle the 1992 bill-but he did it
with a cashier’s check supposedly
drawn by “Leslie Gail McRae™his
wife’s maiden name (they are engaged
in what a friend calls “bitter” divorce
proceedings).

Kennedy denied he had tried to
deceive anyone, but it hardly mat-
tered; he also failed to pay nanny tax-
es for 1991, and forked over $700 only
three weeks ago. When that became

William Kennedy Ili: A backiog on clearances,
unpaid nanny taxes—and divorce proceedings

but would perform less de-
manding—and unspecified—
duties. The betting is that hel

go back to Arkansas as soon as
he can resign inconspicuously.
Patsy Thomasson, once Ar- P"“VI’ wm

kansas highway commissioner :
and now director of the White House Office of Administra-
tion, has also managed to be in the wrong place at the wrong
time. Like Kennedy, she was involved in the travel-office af-
fair. A Little Rock investment group she headed has been
caught up in a Securities and Exchange Commission investi-
gation into a run-up in the price of the stock of a fisheries
company just before it was acquired by Tyson Foods of Ar-

- _ ; Thomasson says she did no
7 trading in the shares.

Further, Thomasson joined' ex-
White House counsel Bernard Nuss-
baum and Mrs. Clinton’s chief of staff
Margaret Williams in entering the of-
fice of Vincent Foster Jr. the night of
his suicide last July, and neither she
nor the other two have ever explained
what they were doing in there. Last
week a crowd of reporters who did
not even recognize Thomasson none-
theless turned up when she testified
at a House Appropriations Subcom-
mittee hearing, but learned next to
nothing. She would love to relate
what happened that night, Thomas-
son told Congress, but felt she should
talk first only to special counsel Robert
Fiske. Questioned about those White
House passes, she gave a tantalizing
quote. “We don't think we have any
Aldrich Ameses in the White House
said Thomasson, “but we certainly
could” Oh? —By George J. Church.
Reported by Laurence I. Barrett and Nina
Burieigh/Washington
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BEWHITEWATER

Allowable Deductions

The Clintons’ tax returns from the late 1970s support
their Whitewater story—but they don't close the book

By RICHARD LACAYO When the returns were finallv released
last week. they did indeed show a total of
about 822,000 for 1976 and 1979 in
Whitewater-related interest deductions
on two loans. Those included $10.131 that
the Clintons say they paid in 1978 to Great
Southern Land Co.. a company mostly
owned by McDougal that.he now savs
handled payments to the Whitewater
lending institutions at that time. In the
following year, the returns show the Clin-
tons paying 811,749 directly to “banks
and loan companies.” as well as $235 to
McDougal. A new accounting of the Clin-
tons Whitewater investment released
Fridav shows payments totaling $46.636—
the latest figure that the President

ILL CLINTON PROBABLY WINCES
every time he hears that the White-
water affair has raised “another
guestion.” And he probably never
believed that he would lav all the questions
to rest last week when he released his tax
returns for 1977 through 1979. But here's a
question he may not have expected to raise:
Because the returns go some way to sup-
port the White House version of events on
Whitewater, why didn't he simply release |
them sooner?
During the 1990 Arkansas governor's
race, the Clintons made public their tax
records dating back to 1980. They drew the

L LT

- that the Clintons put little money into
the mvestment

Denver attorney James Lyons, who was
hired bv the Clinton campaign to examine
and report on the deal. had included that
loan as one related to Whitewater. It be-
came part of the figure that he calculated
was their loss on the deal. But even if the
$20.700 payvment was not related to
Whitewater. 1t would still be legal for Clin-
ton to claim it on his taxes. presuming that it
was, as he asserts. a legitimate loan-interest
pavment.

Deductions were especially handy for
the Clintons in those years, when they
were needed to offset gains made by Hilla-
rv Clinton’s foray into commodity trading.
She added $26.541 to the family income in
1976 and §72.436 in 1979. Even with de-
ductions, the growth of the Clintons’ tax
pavments outpaced the rise of their in-
come. For 1977. they paid taxes of $8,194
on an adjusted gross income of $41.731. By
the next vear. their income more than dou-
bled. to $§55.214. but their taxes grew faster,
to $22,627. For 1979, when their reported
income was up about 90%, their taxes in-
creased nearlv 300%, to $39,388.

McDougal is embarrassed to have
claimed that the Clintons were not making
\Whitewater pavments. “My face is red. 1
have to admit.” he says. “I think those are
legitimate deductions. I am now convinced
that | have substantially underestimated
the amount they put in Whitewater” There
mav be more to be embarrassed about.
Though the Clintons’ tax records show that
thev paid more than $10.000 to McDou-
zal’s Great Southern Land Co. in 1978, rec-
ords examined by TIME indicate that the
banks received no more than 85,752 in in-
terest that vear. Just how was McDougal
handiing the Clintons payvments?

line there. which meant that the first two
vears of the Whitewater investment, which
they began in 1978. were out of bounds.
That kind of defensive perimeter is just the
thing to get reporters sniffing. Earlier this
vear James McDougal, the Clintons™ for-
mer partner in Whitewater, made matters
worse when he began suggesting that the
First Couple had never invested more than
$13.500 of their own money. That sounded
suspiciously like Whitewater was a sweet-
heart deal in which MeDougal, who later
headed a buccaneering S&L. made most of
the payments in return for . .. just what,
exactlv? White House aides insisted that
the Clintons had invested enough to claim
$22.000 in Whitewater-related interest de-
ductions on their 1978 and 1979 tax re-
turns. But when reporters asked time and
again to see the returns. which were hand-
ed over to the special counsel. they were
told to wait until he had issued his report.

gives as the sum he and his wife lost on
Whitewater. (Of the $46.636 the Clintons
say they lost. $41.000 was deducted and
thus yielded tax benefits offsetting their
out-of-pocket Whitewater investment.)
Clinton’s recollection of the $46,636 fig-
ure has been rather fluid. At his press con-
ference last week. the President admitted to
something like a recovered mem-
orv when he announced that he
and his wife had not lost $68.900
on Whitewater. the figure they
have claimed since 1992. While
reading the manuscnpt of his
late mother’s forthcoming
autobiography, Clinton said, o
he remembered taking out a &
loan to help her buy property  Filg Ratey
and 2 cabin in Arkansas. Qaew~-
When questions about
Whitewater first arose dur-
ing the 1992 campaign.

Auditors mav also question whether the
Clintons could deduct the interest on the
main Whitewater loan from their personal
income tax report for interest payments
made after September 1979, when the cor-
poration took responsibility for the loan.

So. Mr. President, will vou take anoth-
er question? —Reported by

Richard Behar/Little Rock and Suneel Ratan/
Washington




B HEALTH CARE

A Bloody Clash of Egos

Pride and prejudices emerge as five congressional
committees vie to craft historic health-care legislation

By JILLSMOLOWE

O EVERYTHING THERE IS A SEASON.

And on Capitol Hill. where legislators

are eager to reap the rewards of pass-

ing landmark health-care legislation,
this is the season to sow—discord, that is.
Currently, five Senate and House commit-
tees, each with jurisdiction over health-
care legislation, are jostling over the details
of “purchasing alliances.” “payroll taxes”
and “employer mandates.” all in an effort
to invent the plan that will eventually
supplant the Clintons’ hopelessly compli-
cated 1,342-page proposal. The lawmakers
all know the President is intractable on
only one point: universal coverage. Each
senses that the American public will balk at
a plan that is too bureaucratic. too byzan-
tine or too pricey for taxpayvers. And each
hopes to make the books as the brains be-
hind historic legislation. Not surprisingly,
all of this is rapidly giving way to a bloody
clash of egos.

Take, for instance, the long knives that
flashed last week. Eager to be the first leg-
islators to craft a concrete proposal, the
Democratic members of the House Sub-
committee on Health have been slaving
late nights for two months. But before the
panel’s four Republicans would let their
objections go down to defeat, they staged a
bit of theater last Wednesday that was

Later that day, the Democrats got their
revenge. Prodded by subcommittee chair-
man Fortney (Pete) Stark of California.
they pushed through a plan that expands
Medicare to achieve universal coverage

| while cutting back substantially on the
| White House’s proposed benefits to hold |

pointedly de<: ‘red to embarrass President
Clinton. Ca < for a formal vote on the |
White Hou: wian, the Republicans each

voted nay. T..e seven Democrats. as un-
willing to join the mutiny as they were un-
eager to embrace Clinton’s expensive pro-
posal, were forced to vote “present.”

| was trimmed back to a 1%

down costs. Gone are such high-price
items as long-term care and limits on out-
of-pocket expenses for catastrophic iliness.
Under this plan, Medicare patients would
foot 20% of their home-health-service bills,
which is double what Clinton envisioned.
The resulting savings of $6 billion, coupled
with a cigarette-tax hike of $1.25 a pack,
which would raise $16 billion in annual
revenues, provides enough wiggle room to
ease the burden on small-business owners.
As Clinton had hoped. Stark’s plan still re-

quires all companies to pay 80% of insur-

ance-premium costs for their emplovees:
those with fewer than 100 employvees have
until 1998 to comply while larger emplov-
ers must meet a 1996 target date.

The survival of two central ele-
ments of the White House plan—univer-
sal coverage and emplover mandates—
gives Clinton’s health-care campaign a
much needed boost. But the subcommit-
tee’s nipping and tucking bodes ill for some
of the President’s bolder schemes. Pur-
chasing cooperatives, which would have
been mandatorv for small and mid-size
companies. were made optional. Clinton’s
vague talk of a broadly-based payroll tax
levv on self-in-
sured companies with more than 1.000 em-

| all of the public pronouncements and cyni-

| cal assessments, Congress is actually mov-
| ing forward on health reform, quietly, de-
| liberately and responsibly.”

Not to mention rancorously. House
| Democrat Jim Cooper of Tennessee,
whose stalled plan was upstaged at a mo-
ment when he 15 running hard to capture
the Senate seat vacated by Vice President
Gore, said dismissively that a bill that
passes in committee “byv a one-vote parti-
san majority is one that doesn’t have any
legs or wings.” Stark rejoined sarcastically:
“I just think he’s exactly what Tennessee
deserves, and 1 wish him Godspeed in the
Senate.” As for Cooper’s plan, Stark says,
“His bill is all pap and blather. Everybody’s

| got to love it because it doesn't do

anything.”
Actually, what the Stark bill does is play
to the same crucial audience that Cooper’s

| plan targets: small-business owners, who
| are worried that mandatory health costs

could force them out of business. This

| group is now the focus of others’ attention

ployees. And parity for mental- health costs |
| was dropped. Still. says House majority

leader Richard Gephardt, “it's clear that for

| bills,

as well. John Dingell, chairman of the
House Energy and Commerce Committee,
has begun circulating another proposal,
similar to Stark’s. which Cooper complains
Is a narrow effort designed simply to win
half a dozen Democratic swing votes.

Clinton said last week that if the Stark
plan crossed his desk, he would sign it “be-
cause it does what I ask.” But that is unlike-
lv to happen. House and Ways Committee
chairman Dan Rostenkowski predicts that
the bill that will ultimately pass muster
with his 38-member panel will be “much
more conservative” than Stark's plan.
Though two Senate committees and three
House committees are now jockeying for
the spotlight. Senator Daniel Patrick Moy-
nthan’s Finance Committee is expected to
emerge as the final arbiter of compromise.
The question is just how badly the Hill's ti-
tans will wound each otherin the process—
and whether enough health benefits will
survive to handle their resulting medical
—Reported by Julie Johnson and Dick
Thompson/Washington

PULLING FOR THEIR PLAN nerers wHERe soME OF wASHINGTON'S POWER PLAYERS STAND ON THE SPECTRUM OF HEALTH-CARE POLICY

(Nomph.hmmhmmm

Rep. lim Rep. Pete Sen. Daniel Sen. John
McDermott First Lady Stark Rep. John Dinge!l  Moynihan (D, NY) President Chafee
(D. Wash.) - Bill Clinton R.R.L)

Hillary Clirton D, Caif)

(D, Mich.)
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Market-oriented plan, where government involvement is minimal:

Rep. Dan Sen. Phil
Rostenkowski  Rep. Jim Cooper  Gramm
(D, 1) (D, Tenn.) X
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Pe"scope  Fair Share?

A nuclear-bomb blast

Helping Hand?

ID WASHINGTON SECRETLY

help China’s nuclear-weap-
ons program? That's the claim
bv Robert Norris. chief author
of a new data book on British.
French and Chinese nuclear
weapons published by the Nat-
ural Resources Defense Coun-
cil. Norns maintains that in the
| early 1980s the Reagan admin-
istration supplied the Chinese
with “equipment” enabling
them to conduct underground
tests safelv. Eugene Rostow. a
senior Reagan arms-control of-
ficial. savs he didn't know of
this technology transter. But in
the muid-"80s. he savs. the ad-
ministration. worried by Soviet
threats to China. assisted Bei-
| jing with its nuclear program:
“There was some cozying up.”

Mixed Message

Tie Clinton administra-
tion is divided over how
far—and how fast—to push
its drive against smoking.
Hillary Rodham Clinton pro-
hibited smoking in the White
House. The Labor Depart-
ment last week proposed a
virtual ban on smoking inthe
workplace. But the rules

don't cover government
buildings. Why? The budget
office, it seems, is worried
about the multimillion-dol-
lar cost of revamping the
ventilation systems in fed-
eral buildings to meet the

VITAL STATS

In their new nook. “Amenca: Who
Really Pavs T'he Tuxes?”, respected
Philadeipnia [nquirer investiga-
tive reporters Donald Barlett and
lames Steele argue that over the
past 4U vears politicians of both
parties have consciously skewed
the L.5. tax structure to tavor

the wealthv. A look at the shifting
tax load:

federal income-tax
¢, and social-security

! tax rates.

27%
1991
1953
Millionaires Middle=income
families
S HLE BARLFTT ANIISTEFLF

Slow Going

T'S BEEN MORE THAN A YEAR
lsince the Russians were final-
Iv permitted to occupy their
new Washington embassy. But
the fortresslike structure atop a
hill overlooking downtown still
stands empty. Russian diplo-
mats sav thev hope to move
within several months or “bv
this fall.” at the latest. Why the
delay? U.S. othcials say the
Russians can't come up with the
esumated $1 mullion to cover
moving expenses and the instal-
lation of light fixtures. appli-
ances and other finishing touch-
es. The building was completed
in 1985. Washington denied ac-
cess to the Soviets after snoop-
ing devices were tound in the
new U.S. Embassy in Moscow:

Still empty: The new embassy

H.R.Clinton ¢zp

Life was better in Little Rock: Kennedy and his wife in 1993

WHITE HOUSE

More Washington Woes

ASHINGTON HASN'T BEEN GOOD TO WILLLAM KEN-

nedy III. The White House lawver was stripped of

many of his duties last week after admitting he

didn't pay 1991 social-security taxes for a nanny until
recentlv. Now NEWSWEEK has learned that Kennedy. who
was responsible for background checks on administration ap-
pointees. at times held up candidates who hadn't paid taxes for
household help. A White House spokesman said Kennedy's
job “was to make sure people were in compliance.”

Kennedy was already under fire for mishandling another
key part of his job: White House security clearances. About 10
percent of the White House staff still don't have their clear-
ances; one third don't have permanent building passes. Last
May. Kennedy was publicly rebuked by chief of staff Mack
McLarty for bungling the Travelgate affair.

Some White House aides say the reason Kennedy hasn't
been fired is compassion for his difficult personal life. A partner
at the Rose Law Firm, he came to Washington reluctantly. In
July, when his close friend Vince Foster committed suicide.
Kennedy was asked to identify the body. Months later. his wife
left him to return to Little Rock. The couple is now mired in a
bitter divorce and custody dispute over their two children.

CONVENTIONAL WISDDOM WATCH '

Star Turn Edition

Clinton's press conference and the Oscars reach for dignity,
achieve comatosity. The CW feels nostalgic for Nixon vs. Rather
and Brando's Native American. And where was Cher?

Conventional Wisdom
B. Clinton Calm, convincing performance—but you

can t remember loanmg Mom 820, 000‘?

\‘Iurn s the word. Emotional d.lsmphne is ad-
mired. but D.C. ghou]s want to see you cry.

-

Press corps‘ 'I'ough g'uvs plav softball in pnme time. Bnng

back Letterman’s mom.

J.Leach 4 A much more credible attack dog than
D’Amato. But lose the sweaty. sweater look.
Whoopi ‘ How can you tell a joke and have 2,000 peo-

ple not Eaugh" I:ven Conan wou.ld be funnier.

new standards. The admin- T. Hanks ’ ;l'ms’elﬁn s Mr. 90s goes over the top—but
istration also hasn't decided . OT & good cause.
whether to back a House
antismoking bill.
§ TO BOTTOM . ARRANSAS DEMOCRAT-GAZETTF
SOWAL PHUTULRAPHIC CENTER. ATLAN =51LMA
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Get Out Your Pencils

ONGRESS APPROVED NATIONAL ACHIEVEMENT TESTS
cfor the 40 million U.S. school kids last week—exams

designed toencourage thought over memorization. Butas
the 8th- grade sample question below suggests. kids may really
miss multiple choice. (At bottom: a top-rated student answer.)

i

We have decided to sell laces for spons shoes. We will se
chf?erent lengths for shoes with different numbers of eyele'tlsl.he
We will offer lengtns for sport shoes that have 4 eyelets :

way up to 18 eyelets (no c_ucld numbers, of course). N: :e sebe-
have ever sold so many different lengths for spors s o
fore. You have to figure out what lengths 1o make anrf: wi IlEIS
lengths go with which shoes, based on the number of eyelels.

We collected some data from store customers last week. It is
confusing because there haven't been very many lengr:nie
available. That means that sometimes the custorrlehfs anm
had to use lengths that are too short or too long. | ats; s
what we want! We want a unique length for each numbe
eyelets.

DATA FROM STORE CUSTOMERS WITH SPORTS SHOES
Customer Lace Length Eyelets Customer Lace Length Eyelets

0. (inches) (numbers) | 1D. (nches) (numbers)
A 45 8 G 54 12
B 54 10 H o i
c 2 4 ' 7% o
D P 14 J 54 12
€ 63 12 K 72 16
F 3% 8 k = %

Write your decisions about lace length so the aovems:lg pseoo-
ple making the sign can understand it. They want ? tz oell il
customers can look up the number of eyelets and fin b udm‘t
length of lace. They aiso want a rule, so customers wD o il
like tables can use the rule to figure out the lengths. 0:'; o
ry about making it prefty, they will do that. just make su i
mathematics is right. You better explain how your decisi

make sense so the advertising people will ungerstand.

Thanks,

YOUR BOSS,
Angela

Sample answer

The rule: 3 (e-1) + 20 = x
e = number of evelets
x = length of lace

Student’s explanation of answer:
“The length of each lace allows

enough for 3 inches between each
evelet. plus 20 inches tor the bow.

The Table Ol course. many people use more
Evelets Length of lace than 20 inches for their bow. but
4 29 inches most don't use a whole 3 inches for
6 35 inches each evelet. so there should be
8 41 inches plenty. The table also pretty much
10 47 inches corresponds with the data from
12 33 inches the customers. The ruie of thumb I
14 59 inches did will alwavs tell the exact
1 65 inches length needed.”
18 71 inches

PERI TEST |

Rubbish majors: On Key West

Sands of Time

INCE FT. LAUDERDALE. FLA.,

shut 1its doors to college stu-
dents tour vears ago. Kev West
has assumed the status of
spring-break mecca—and at-
tendant problems like littering
and underage drinking. Latelv
Key West otficials have dealt
with two troubles at once. with-
out threatening business. Stu-
dents who plead guilty to un-
derage drinking or using fake
IDs are given a choice: a $175
fine or a broom. So far 75 per-
cent of the nearly 400 arrestees
have chosen a dav’s “communi-
tv service.” Squads of garbage-
hauling BMOC:s in orange pris-
on-road-crew shirts are now a
common sight at Keyv beaches.

PETS

Roll Over,
Beethoven

OME DOGS. OLD OR NOT.
can't be taught anv tricks. Or
so says psvchologist Stanley
Coren. whose book. “The Intel-
ligence of Dogs.” ranks breeds
for “obedience and working in-
telligence.” His five top-1Q
pups. and some dimmer lights:
1. Border collie
2. Poodle
3. German shepherd
4. Golden retriever
5. Doberman pinscher
20. Cocker spaniel
9. Dalmatian
48. (tie) Boxer, Great Dane
. Saint Bernard
. (dumbest) Afghan hound

(%]

65
79

Canny:
Border

collie

a NFWESWFFM APRIL 1. 1948

ALASKA onimet | chrrbominc
Think Alaska. dial Akron

HOBBIES

Dialing for $$

TOO OLD FOR BASEBALL
cards? Try the new collecting
craze: prepaid long-distance
calling cards. The cards are still
such a novelty that few tele-
phone users know what thev
are. | The debit cards have a set
value in calling time and gener-
allv work with an 800 number.
though some “smart” cards
need special phones.) But to
collectors. some cards are al-
readv legendarv. A 81 card giv-
en out at the '92 Democratic
convention in New York is now
worth $1.700. Harried politicos
didn’. know what thev were
ana chrew them awayv, making
them verv scarce todav. Other
hot cards depict endangered
species (most coveted: pandas/.
Manilvn Monroe and Elvis.

Lucy Howarn
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Perspectives

“None of this. in the light
of history. will be as
remotely important as the
fact that by common
consensus we had the
most productive first vear
of a presidency last vear of
anyone in a generation,”
BILL CLINTON
in last week’s press conference
on the Whitewater affair

“He handles press
conferences
extraordinarily well. but
handling a press
conterence and being
forthright are not always
the same thing.”
REP. JIM LEACH
Clinton’s chief Republican
inquisitor on the
Whitewater affair

“Al Gore is so boring his

Secret Service code name |

is ‘Al Gore.”
AL GORE
in a comic speech at
Washington's annual press-
and-pols soiree. the Gridiron
Club dinner

“I thought it was,
particularly if she had
known I'd had
prostate cancer.”
SEN. BOB DOLE
asked whether he thought
Oscar telecast host Whoopi
Goldberg's joke about him—
‘Bob Dole. meet Lorena
Bobbitt'—was in bad taste

“I'm real proud to be here

as Revlon's guest!”
NANCY KERRIGAN
ngure skater turned plug
machine. at the Oscar

ceremony

questions, about ang?

o Cherry treel

|

't MIKE LUCKOVICH = ATLANTA CONSTITUTION

< 1993 GAMBLE = FLORIDA TIMES-UNION

“I don't have to ride in that
bus. do I?”
MICHAEL JORDAN
eveing a dilapidated White
Sox team venicle. after
learning he was being sent to
the minor leagues

“Sometimes I kid around
in an earthy and salty
manner. And I never do
that unless [ am
comfortable that the
person I am doing that
with will not be offended

| bvit... And I didn't think |

in anv way. shape or torm

that she was offended.”
ED RENDELL

Philadeiphia mavor. after a

local female magazine writer

accused him of making
sexually explicit remarks

throughout their interview.

including speculations about
the way she behaves in bed

“It's a very sad
commentary on the way
our society is.
Unfortunately, I'm as
dopey as evervone else.”
GREGG MARKINSON
one of the crowd of gawkers
milling outside Joey
Buttafuocos “welcome home
from prison” party last week

“About 7 million Chinese
people die every year.
That is more than the

population ot some
countries.”
ZHANG KAl
founder of China’s first
private funerai parlor. on his
business prospects

19593 CAMUSO—SYRACUSE HERALD IOUANAL
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‘I Want to Die at Home’

People should be able to spend their last days around family and friends

BY

AST WEEK MY BROTHER RICK DIED AT HOME. I AM SO |

proud that we helped him die at home. Everyone should |

have as beautiful a death. Don't get me wrong —it is tragic |

and wrong that he should be dead. Rick was only 40, a |

nice, funny guy, a good husband. a dedicated lawyer, a |
father of a little boy who needs him. He didn’t “choose death”; he |
wanted desperately to live, but a brain tumor was killing himand |
the doctors couldn't do a thing. He had only one choice: die in the |
hospital or die at home.

Three months ago, doctors discovered cancer in both of Rick’s |
kidneys. The kidnevs were removed and he and his wife coped
well with home dialvsis. He returned to work. took care of his
son. remodeled his kitchen and went to a Redskins game.

Then disaster struck. It all happened so quickly. On a Tues-
day his wife noticed Rick was confused. By Wednesday he was |
halluecinating and an MRI showed that his brain was studded |
with inoperable cancer. Doctors said chemotherapy
or radiation might buy him a few more weeks of life, |
but they couldn't predict whether he would become
more lucid. When Rick was coherent. his only wish
was to go home.

“Where are you., Rick?” said the intern, testing
Rick’s mental status.

“I don’t know,” he answered politely, “but I want
to go home."

Rick was confused and disoriented. but he was

ANNE RICKS SUMERS

wine, eating a cookie. talking with his best friend. our mother
and dad, our sisters and brothers. Neighbors stopped in with
food and stayed for the conversation. Friends from the Quaker
Meeting House stopped by. Cousins arrived.

It was like a Thanksgiving—good food, lots of conversation,
but the guest of honor would be dead in a few days, or hours.

Although Rick was confused he wasn't frightened. Rick knew
he was in his home, surrounded by friends and family. He was
thrilled to be there. He ate. He cleaned. He was busy all evening,
reminiscing, telling fragments of stories, neatening up, washing
dishes. giving advice and eating well.

At the end of the evening he brushed his teeth. washed his
face, lay down in his wife’s arms in his own bed and kissed her
goodnight. By morning he was in a deep coma.

All that long Saturday my family was together and we grieved.
We watched over Rick. My father planted bulbs, daffodils and
tulips. to make the spring beautiful for his grandson.
My mother washed Rick’s hair. My brothers and
sisters and in-laws painted the porch banisters.
Family, friends and neighbors came by to see him
sleeping in his bed. Sometimes as many as 10 people
were in his bedroom. talking, crying, laughing or
telling stories about him, or just being with him—
other times it was just his wife.

He took his last breath with his wife and his best
friend beside him, his family singing old folk songs

fully aware that he was confused and disoriented. Hospitals are | in the living room. He was peaceful, quiet, never
I showed him pictures of my children I keep on t pl ¢ frightened or restrained. Rick died far too young.
my key chain: he shook my keys and gently put them great places {0 | g everyone should hope to die like this; not just
back in my hand: “You better drive. 'mtoof—edup | have surgery with dignity, but with fun and love, with old friends
to drive.” | and family.

My brother was a strong guy. He kept getting up andtohave | Over the past week I have told friends about my
out of bed. The hospital staff tied him down. He was babies. But ‘ brother's death. A few friends shared with me their
furious. humiliated, embarrassed, enraged. confused T | regret about their parents dying prolonged and pain-
and frightened. | nottodie. | ful deaths alone in the hospital. sedated or agitated,

A hospital is no place to die. It's noisy and busy
and impersonal; there's no privacy anywhere for conversation or |
a last marital snuggle; there's no place for the family to wait and |
nap; only one or two people can be with the dying person. The |
rest of the family hovers unconnected in a waiting room, drink- |
ing bad coffee. making long phone calls on pay phones in lobbies.
It was exhausting,

Please don’t misunderstand me: [ like hospitals. Hospitals are
great places to live. to struggle for life. to undergo treatments. to
have surgery, to have babies. But not to die. If it’s at all possible.
people should die in familiar surroundings in their own beds.

Rick begged to go home. The doctors could offer us nothing |
more. Hospice care wasn't available on such short notice. We all
knew it would be an enormous responsibility to take him home.

But Rick's wife is the most determined person I know. He
wanted to go home and she wanted to take him home. Rick's
doctor was empathetic and efficient: in less than two hours after |
we came to this decision, we were on the road in an ambulance. |
heading to his house.

Rick’s last evening was wild. fun, tragic and exhilarating. Rick
walked from room to room in his house. savoring a glass of red |

APRIL 4.1994

not recognizing their children. Other people express
fear of a dead body in the house—“Wasn't it ugly?” they ask. No,
it looked like he was sleeping.

Rick’s death was as gentle as a death can be. It worked because
all parties—doctors, family, Rick and Rick's wife—were able to
face facts and act on them. His doctors had the sense to recognize
that no more could be done in the way of treatment and had the
honesty to tell us. Rick’s wife was determined to do right by him.
whatever the burden of responsibility she was to bear. Our
families were supportive of all her decisions and as loving and

| helpful as we could be.

Doctors must learn to let go—if there’s nothing more to offer

| the patient then nothing more should be done—let patients go

home. We all should plan for this among ourselves —preparing
our next of kin. Families. husbands. wives need not be fearful. If
a family member is dving in a hospital and wants to return home.
try to find the means to do it.

And to all of the nurses. doctors and social workers in hos-
pices: continue to do vour good work. You have the right idea.

SUMERS. an ophthalmologist, practices in Ridgewood. N.J.
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Only days after Clinton avowed a new openness on Whitewater, the
scandal moved closer to home, with the special counsel looking into
reports that Stephanopoulos tried to influence the investigation

(TH THE FEX-
ception of his
wite. Bill Clin-
ton has no
closer senior
adviser than
CGeorge Steph-
anopoulos. In the crucible of a
turbulent 1992 campaign, Clin-
ton came to depend heavily on
Stephanopoulos’s combination
ot razor ntellect and political
instinct. And in a world where
proximity 1s power. the 33-
vear-old son of a Greek Ortho-
dox priest holds forth in the
work space closest to the presi-
dent. adjoining the Oval Office
through a private dining room.

Now it appears that Clinton’s
most trusted aide has joined the
lengthening list of those caught
up 1n the Whitewater scandal.
Sources told NFwSwEEK and
other news orgamzations that
stephanopoulos had two phone

nversations last Feb. 23 that
may constitute an attempt to
abstruet a regulatory investiga-
ton ot Madison Guaranty, the
tutled Arkansas SEL at the
murky center ol the aftair. A de-
tailed diarv. kept by a Treasurv

H ment wde ana turneda over l«
counsel ﬁube"t Fiske. descnbes at least one
ot the conversations. Sources say that dur-
ing the calls—one to Deputy Treasurv Sec-
retary Roger Altman. the other to Treasurv
hiet ot staff lJoshua Steiner — Stephanopou-
possibility ot removing

specy

s dssed about the

22 SFEWAWEFR
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can prosecutor hired bv
[rust Corporation to
cluims against Madison

Stephanopoulos: Blowing off steam. and nondenial denials

v Stephens. a prominent former Republi-
the Resolution
investigate civil

:",'1& latest revelations came only 36 hours
ter the president’s most elaborate attempt

o iree s administration rom

\Whitewater. In a pnime-time
news conterence last Thursday.
Clinton confidently athrmed a
new willingness to answer all
legitimate questions about the
affair “so that | can go back to |
work doing what [ was hired to
do.” But the allegations against
Stephanopoulos brought the in-
quiries into the administration’s
conduct in Whitewater closerto |
the Oval Office than ever be-
tore—and plunged the White
House back intoa trenzy ot dam-
age control. Clinton's domestic
agenda. alreadv impeded by all
the talk of cover-up and deceit.
mav now be in danger of stalling
completelv. To make matters
worse. the widening scandal
raised new tensions and mutual
distrust among an embattled
White House statt. “That's what
is most upsetting, that people
are attacking each other.” savs
one worned adviser
Until March 1993, Jav Ste-
phens had been the U.S. attor-
nev tor the District of Colum-
bia. He'd also been pursuing a
criminal investigation ot Rep
Dan Rostenkowski tor alleged
misuse of House tunds. When
he woming Clinton admunistration
sou gn' fh- resignations ot all incumbent
U.S. attornevs. Stephens implied that he
was being torced out to protect the power-
tul Wavs ana Means chairman. According
to sources. Stephanopouios was turious on
Feb. 25. when he learned that Stephenss

~A
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Washington firm had been hired for the
Madison inquirv. He regarded Stephens’s
political gnevance against Clinton as a
clear contlict o1 interest

The most potentiallv damaging ot the two
calls was to Steiner. an old friend from the
campaign. Stephanopoulos acknowledges
raising the issue with Steiner. but savs he
has no memorv of inquinng about Ste-
phens’s ouster. [ was puzzled and blew oft
steam over the unfairness of the decision.”
Stephanopoulos told NEwswEEK. but he
added. “Once I got the tacts trom Josh. that
ended the matter as tar as I was con-
cerned.” Much oi the conversation. savs
Stephanopoulos. concerned Altman’s deci-
sion to recuse himself from RTC delibera-
tions mmvolving Madison. Altman had been
rebuked by Republicans on the Senate
Banking Committee that week after ac-
knowledging that hed met with semor
White House staft earlier that month to
discuss potential civil actions against Madi-
son. But Steiner. scheduled to testify betore
the Whitewater grand jury this week. may
offer a different recollection of the conver-
sation in a diarv he turned over to Fiske

That same day. according to sources. Ste-
phanopoulos also raised the Stephens issue

| with Altman. who was also serving as act-
| ing head of RTC. This time, Stephanopou-
| los was joined by deputy chief of staff Har-

Stephens: The object of displeasure

old Ickes. A knowledgeable source savs
cither Stephanopoulos or Ickes—it is not
clear who—asked about sacking Stephens.
Is there anvthing that can be done?" one ot
them reportedly asked Altman. Again. Ste-
phanopoulos savs he has no memorv ot
such a question. Nor does Ickes.
The White House savs Clinton learned of
the phone calls only last Friday. News of the
conversations. nirst reported last Saturday

by The Washington Post. sent a new jolt of

Altman: He.rebuffed the inquiries

anxiety through the White House. New
presidential counsel Llovd Cutler said it was
‘pertectly natural” for officials to express
surprise at Stephens's appointment. and
cautioned against blowing the matter out ot

proportion. But he also took pains to dis- |
tance the administration from the calls by |

[ckes and Stephanopoulos. saving that he
didn't think thev were “authorized” under

White House policy. Other officials said pri- |
vatelv that the two did nothing more than |

Hillary’s Gash Cows and Other Sweet Deals |

Blair and the Clintons' law-

HE TAX RETURNS RE-

| Madison Guaranty Savings
and Loan and the Clintons’
partner in Whitewater Devel-
| opment Corp.. assumed the

24 ..

leased last week by the

White House contain no
smoking gun. But according to
Marvin A. Chirelstein of Co-
lumbia University Law School,
they do contain clear evidence
that Hillary Clinton made a fi-
nancial killing in a sweetheart
deal in cattle futures. The deal
in itself was legal—but Chirel-
stein says Mrs. Clinton never
put up any money of her own.
Because it was arranged by a
lawyer for Tyson Foods. a ma-

jor plaver in Arkansas. it

smacks of political favoritism.
“It's one of those things—
somebody gets put into a good
thing " Chirelstein said. “It's
ha:m.ess, but it doesn’t look
wonderful. does it?”
Chirelstein is one of four
outside experts chosen by the
White House to brief reporters
on the Clintons' 1977, 1978 and
1979 tax returns. The Clintons
made $98,977—$26,541in 1978
and $72.436 in 1979 —by trad-
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Lucky investor: First Lady

mg in commodity futures. The
trades were made at the step-
by-step direction of James
Blair. a Clinton friend and an
outside counsel for Tyson

| Foods. Chirelstein says that

| the Clintons piggybacked on

1001

Blair's brokerage account.

ver, David Kendall, have told
The New York Times that Mrs.
Clinton had her own brokerage
account and that she assumed
real financial risk in the deal,
Chirelstein says he saw no evi-
dence of hard risk. “There
weren't any checks,” he says.
“This fellow Blair seems to
have said, “You can have a frac-
tional interest in my trading in
these cattle futures. If I make
money, you get a share. If I
lose, you have to take your
share of the loss'."

Chirelstein said he knows of
no contract that required Mrs.
Clinton to repay such a loss.

| which means her “investment”
{ could be considered by some to
| be a gift. Republicans are

bound to wonder whether
Blair. whose business interests

| were dependent on state gov-
| ernment, would ever have de-
. manded that a loss be covered.

Chirelstein also said that

: James McDougal. chairman of
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| Clintons’ share of Whitewater

interest payments three years
after they went in business to-

gether. As a result, the Clintons |

essentially paid no part of

Whitewater costs from 1981 to

1990 Although documents re-
v the White House in-

l

dicate tne Clintons paid $7,826 |

in Whitewater interest and tax-
es between 1981 and 1990,
Chirelstein says these pay-
ments covered the costs of a
model home built on the
Whitewater tract—a house the
Clintons sold at a small profit.
The bottom line. in Chirel-
stein’s tally. is that Clin-

! ton is still overstating his

Whitewater investment. Clin-
ton has revised the figure
downward. from $68,880 to
$46.636. Chirelstein savs the
real total is no more than

| $38,809—and if he's right, the

P
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Clintons had two sweetheart
deals back to back.

Ricx THOMAS 1in Washington
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Ickes: Protest or inappropriate call?

protest a tlatlv inappropnate hinng decision
by RTC. “It's not like we don't like Republi-
cans. Fiske is a Republican.” savs one senior
adviser. “But this guv held a press conter-
ence to accuse Bill Clinton ot a secret plot to
getridothim.”

Last week's events continued the White
House's troubling pattern in Whitewater:
denial followed by fragments ot disclosure.
Claims of openness are repeatedly tainted
bv evidence that it has actually been work-

Bill and Hillary Clinton’s tax returns for 1977. 1978 and
1979 contain some clues about why they have been
reluctant to make them available to the public. The
returns show that the Clintons' adjusted income rose

ing harder to control and contain damaging
information. Along with the phone calls. a
cluster of other 1ssues has turned scandal
management into a ftull-time job at the
White House. New ones mav crop up: oth-
ers mav tade. But tor the moment. these
problems are driving Whitewater:
Financial Questions: The release of the
Clintons' long-withheld tax returns trom the
late 'TOs seemed to establish that thev lost
money on the Ozark vacation-home devel-
opment they co-owned with S&L operator

| James McDougal. But it also provided de-

tails about Hillarv Rodham Clinton's lucra-
tive flier in the cattle-futures market (box).
Although the deal is completely legal. it car-
ries the whiff of hvpocrisy for a couple that
campaigned in 1992 against ‘SOs greed —
S& L abuses. insider trading. public officials
who used their positions to ennch them-
selves. Her good tortune came through a
tmendshipwithalawver foroneotthestate's
largest and most influential emplovers

The tinancial disclosures also evoked the
least attractive aspect ot Clinton's political
personality: his facilitv for convenient eva-
sion. Such a moment came at the Thursday-
evening press conterence. when he ex-
plained that he'd revised the estimate of his
Whitewater losses downward (from about
$70.000 to $50.000) because gallevs of his
mother’s autobiography reminded him that

$20.000 had actuallv gone to buv her a
house. Accurate or not. it conjured memo-
ries of an earlier Clinton. one who suddenlv
remembered his induction notice.

Altman’s Changing Tune: The deputy treas-
ury secretarv keeps generating new suspi-
cions about improper White House involve-
ment in the Madison probe. Last week. he

offered a fourth correction to congressional |
| testimony on his contacts with the White

House regarding the Madison investigation.
He originally told the Senate Banking Com-

mittee that he remembered only one White |

House meeting—a “heads up” session to
discuss nothing more than procedural ques-

tions about civil suits against the bank. Alt- |
| man later amended his comments toinclude

what he said were two briet hallwav conver-

sations with the then White House counsel |
Bernard Nussbaum and Ickes. Now Altman

savs the discussions were more extensive.
and involved his desire to recuse himseit
from RTC investigations. which he did at the
end of February.

Altman 1s also rapidlv becoming a man
without allies. Since Fiske's operation is
regarded as “airtight.” Clintonites suspect
that the onginal leaks disclosing the two
phone calls under investigation came from

the Treasurv Department. Their surmise |

only adds to tensions
between Altman and

sharply — from $41.731 to $158,495 — during those years.
and that much of it came from trading in cattle futures.

Interest payments on Whitewater. a deduction, helped
reduce their tax bill. Selected details:

£1040 VS oveiancome i reum  (STT {1040 USTohciaincome taxreom (918 {1040 TS navioual icome tax rewm 1919
Earnedincome....$42,106 Earnedincome..................... $58,683 Earnedincome.................. ....$84,059
Bill Clinton, Attorney Bill Clinton, Attorney General 826,500 Hillary Clinton, Rose Law Firm $38,615
General of Arkansas ~ $25.378  Hillary Clinton, Rose Law Firm $24950 Bill Clinton, Governor of Arkansas  $30,100
Hillary Clinton, Rose Hillary, consulting 86,312 Hillary, consulting $8,823
Law Firm partner $14.800 Bill speech fees Z:_-_a ? $740 Hillary, speech fees $1.000
Bl spesch fees $700 Hillary, speech fees $350 Hillary Clinton, Univ. of Ark. $889
Hillary, speech fees 8550 Interestincome....................... $1,176 Interestincome..................... $4,652
Interestincome ........................ $518 Capital gains............$28,049 Dividend income... $1,928
Savings and retirement accounts Sale of five acres of land $3.038 Capital gains...... $72,996
; 2 Profit in cattle futures One of two cattle-futures
Capital gains .. none  commodity trading aided by accounts lost money while the
James Blair. a top lawyer other performed spectacularly.
Total deductions .................... $6,488 for Tyson Foods. $26.541
Use of Hﬂhrvs car 2595 Total deductions.................. $24,606
Books and magazines s135 Totaldeductions.................. $20,995 Bookshelves, sofa, desk P
Interest on Yale student loans $521 Among many other deductions taken as a business expense | 664
Interest paid on credit cards 3244 :‘;sr;n;?mt lt:):nuii ngtnn . Payment. Whitewater interest $11.752
Glasses _ 1:@:(‘2 517 the land to launch Whitewater Payment, James McDougal,
Interest paid on furniture $54  pevelopment Corp. $10,131  Whitewater partner $288
Total adjusted income............. $41,731 Total adjusted income............ $85,214 Total adjusted income........... $158,495
Taxespaid...... ... .. $8,194 (19.6%) Taxespaid.. .. .. ... $22.627 (26.6%) Taxespaid . .. ... . $59,388 (37.5%)
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Fiske: A deal with Clinton’s accuser

the White House aides. building ever since

he confessed the “heads up” session to the

Senate and then publicly recused himselt
without intorming Clinton aides.

The Republican Inquest: The administra-

| tion's new difficulties will further energize

| congressional Republicans who already -

smell blood. Until last week. the most visible
| face of GOP antagonism on Whitewater was
Sen. Alfonse D’Amato. who has had his own
ethical problems. That was before Rep. Jim
| Leach. an lowa moderate who radiates

‘ Main Street Republican probity. took the |

| House floor to make two dramatic charges:

that the Clintons are not telling the truth
| about losing money in the Whitewater ven-
ture. and that the administration tampered
with the investigation ot Madison. owned by

Leach: Dramatic charges in the House

telling was Lewis’s account ot a Feb. 2 meet-
ing in which RTC attorney April Breslaw
told her the agency was under pressure to
conclude that Whitewater did not contribute
to Madison’s losses. "She teit like they want-
ed to be able to provide an "honest answer’.”
Lewis quoted Breslaw. “but that there were
certain answers that thev would be happier
about. because it would get them off the
hook.”

According to her notes. Lewis told Bres-
law she believed that the Clintons benefited
from a check-kiting scheme that drew mon-
ev from Madison into the toundering
Whitewater development. She cited no evi-

. dence of the Clintons” complicitv. But she
| wondered why they apparently asked no

James McDougal. the Clinton’s partner in |

| the Whitewater land development. Federal
investigators believe Madison accounts
were drained by McDougal to subsidize oth-
er business interests. including Whitewater.
Leach putupa fragile case tor his
first allegation. Using RTC doc-
uments. he notes $70.000 passed
from Madison afhliates to
Whitewater during one six-
month period in 1985. But his
thesis that the Clintons pocket-
ed Madison cashis unproven.
He offered more disturbing
evidence lor his charge of politi-
cal interterence. His strongest
exhibit was a sheat of notes from

Jean Lewis. the criminal 1. esti- o ¥

gator who led the Madison in-
quirvin RTC's kansas City. Mo..
office. She charged that superi-
orsin Washington pressed herto
ignore evidence that the Clin-
tons’ \Whitewater  venture
plaveda significant role in drain-
ing Madisons accounts. Most
26 NFWSWFFR
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questions of McDougal. who assumed their

Clinton’s accuser: Special counsel Fiske.
busy in Washington pursuing White House
revelations, may have gained important

| ground in Arkansas when he cut a deal
with former Little Rock municipal court !

; Judge David Hale. Facing trial on fraud

| and conspiracy charges. Hale pleaded

: cal problems caused by the scandal. Last

| guiltv. hoping tor lenient sentencing in ex-

change tor testimony on Whitewater. The |
agreement allows Fiske to question the |

one figure in the affair who directly ac-
cuses Clinton of wrongdoing. Hale. who
ran a federally backed finance company.
has charged that in 1986 Clinton pressured

him to make a $300.000 loan to a firm |

owned bv McDougal’s wite: $110.000 was |

funneled to Whitewater. But Fiske has big

credibilitv problems. A new General Ac- |

counting Otfice report on Capital Manage-
ment Services. Hale's firm. shows he se-
cretlv owned 13 of the 37 companies to
which he made loans.

The unending tnckle of bad news has
given wav in the White House to a bleak
acceptance that Whitewater is nowa perma-

nent part ot the administration's political |

landscape. “The guestionis. can we continue
to make progress with Whitewater as back-

ground music?” asks one senior official. For |
the moment. the answer is ves. Some issues |

still have constituencies that outstrip politi-

week the outlines ot a compromise on health
reform began to emerge. and a major educa-

| tion initiative setting national academic |

guidelines passed the Senate.

Yet Whitewater is forcing the adminis-

tration to work doubly hard tfor victories it
should alreadv have in hand. Clinton was

. counting on passage of the 522 billion crime

 bill before the press ¢

interest pavments on Whitewater land inthe |
mid-1980s despite his own financial difficul- |
. ties. "Wouldn't vou question the source of !
| the funds being used to vour benefit?” Lewis
| asked. Breslaw has denied Lewis’s account.

WHITEWATER METER

Il ALTMAN'S ROLE: The deputy treasury secre-
tary oversaw the regulators investigating
Madison Guaranty. At first he said he had one
contact with White House officials. Then he
admitted to another, then another, and anoth-
er. There's no evidence Altman squelched the key investigation, but
each changed story hurts his credibility. The good news is that he
rebuffed Stephanopoulos’s overheated inquiries about Jay Stephens.

nterence. to demon-
strate that Whitewater nas not swampea
his legislative agenda. But White House
lobbvists and Democratic congressional
whips. consumed with staving
Whitewater hearings. allowed Republicans

til after Easter. One top Repub-
lican strategist savs continuing
uncertaintv about Whitewater
will make it more difficult tor
Clinton to form majorities on a
range of issues. “Because the
question 1s. what's next and
how low can he go?" he said.
“People on the Hill will hedge
their bets and thev do that bet-

oft

REVISED LOSSES: The Clintons first said they
lost $69.000 on Whitewater. Last week Clinton
said it was $47,000. The difference matters
little, if it was a loss. Representative Leach
says the Clintons actually made money but has

so far produced little proof. If he’s right, the next question is far
more serious: were the “prof
funny money to Clinton? That would send the meter shooting to 6 or 7.

" really a way for cronies to funnel

ter than anvone.” The bad news
for the president—and the
countrv—is that until the new
questions get answers. all bets

could be oft.
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to gain the procedural advan- |
tage and deny Clinton a bill un-



McDougal's ex-wife. Susan. could prove
to be one ot the most valuable witnesses
called by Fiske. well-informed obsenvers
sav. She s likelv to appear betore the
erand jury in Little Rock in the next tew
weeks. sources suv. when she will be
asked detailed questions about account-
ing practices. expenditures and sources
of revenue in the Whitewater venture.

James McDougal's appearance as a wit- |
ness could be more adventurous. He |
has someumes changed his version of

events as new documents and evidence
appeared. Last week. for example. he

performance and the release of more finance information. he hopes the crisis atmosphere will fade.

suid that the release of the Clintons

I carly tax returns convinced him that he

huad been wrong in his earlier assertions
that the Clintons hadn’t suffered the

I losses on Whitewater that thev had

claimed. "My face is red. I have 1o ad-
mit.” he told the Associated Press. I
am now convinced that | have substan-
tiallv underestimated the amount thev
put in Whitewater.”

But questions about Whitewater keep
popping up. Just hours before Clinton’s

| prime-time Whitewater defense last

week. Rep. Jim Leach. a moderate Re-

“HARLIE ARCHAMBALLT -

publican from lowa. delivered a
highly detailed attack on the
Clintons™ investment. White-
water. Leach said. “skimmed ™ at
least $70.000 in taxpaver-guar-
anteed funds from McDougal’s
Madison Guaranty Savings &
Loan. The Clintons also lost
much less money than they have
claimed. Leach charged. in part
because thev benefited from sev-
eral transactions made by the
real-estate firm and the S&L.
Clinton challenged any allega-
tions of wrongdoing.

These are the principal areas
of focus of the Fiske inquiry:

m Finances. Besides releasing his
family’s tax returns from the late
1970s. the president estimated
his Whitewater loss at $46.700 —
substantially less than the earlier
assertion that he and his wife had
lost $68.900 in the land deal.
Clinton said he made the new
calculation after reading his
mother’s autobiography. which
reminded him that he had taken
out a 520.700 loan to assist her
with the purchase of a cabin. The
loan was made bv a bank con-
trolled by James McDougal.
Two months ago. however.
McDougal told U.S. News that
the loan had been used to pav
expenses from a Clinton guber-
natorial campaign. Prosecutor
Fiske will need to sort this out.

Still another puzzle relates to
a 5300.000 loan by David Hale to
a McDougal shell company
called Master: Markeung.
McDougal savs $110.000 of the
funds went to Whitewater to buv
land—a transaction that might
have improperly benefited the
Clintons because thev were part-
nersin Whitewater and the loans
were meant for other purposes.
Fiske is investigating a claim by
the Clintons that they were un-
aware of anv such transaction.
Another question is whether Bill
Clinton pressured Hale into making the
loan. Clinton denies that he did.

The president has promised to re-
spond promptly to any questions Fiske
may have. It is unlikely. however. that
Clinton himself will be summoned before
a grand jurv. As was the case with Presi-
dent Ronald Reagan during the invesu-
gation of the Iran-Contra affair. Clinton
may be asked to respond to any questions
during a videotaped deposition with
Fiske or his lawvers. Such a videotape

| would then be shown to grand jurors.

Hale could prove to be an important
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witness. Althougn Fiske s specut-
iIc mandate 1s to investigate anv
crimes  arising from the
Whitewater mess. he 1s obliged
to dig into wrongdoing wherever
he finds it. Fiske. then. mav find
himself investigating just about
anvone Hale identifies as having
received improper or illegal
loans from his companies. That
could lead the special counsel to
Arkansas Gov. Jim Guy Tucker.
whose companies. Castle Sewer
and Water and its subsidiary.
Southloop Construction. de-
faulted on 5300.000 in ioans
from Hale’s Capital Management. Both
businesses also had morigages from
McDougal's Madison Guaranty Savings

& Loan. Tucker savs he did not know |
Capital Management’s loans were in- |

tended for the disadvantaged.

m Obstructionism. Perhaps Representa-
tive Leach’s most damaging revelations
mav be those suggesting that officials
of the federal Resolution Trust Corp.
in Washington attempted to stifle the
efforts of Kansas Citv investigators to
explore the Clintons connections 1o

Players. David

Madison. Four meetings between
White House and Treasury officials
have come under intense scrutiny since
being reveaied. Leach says those meet-
ings were triggered by senior RTC offi-
cials in Washington: Thev were con-
cerned. Leach savs. about requests by
investigators in Kansas City for a fed-
eral investigation of Madison Guaran-
tv. In January. Leach savs. RTC offi-
cials in Washington “attempted to put
in place procedural techniques to un-
dercut the traditional independence of

Hale.
on left, and James
McDougal were part of
kev financial deals.

AEnE TEDFORD 4P

its regional offices.” Then on
Februarv 2. Leach charges. RTC
semor attornev April Breslaw
traveled to the Kansas City RTC
office to let them know that
“Washington would like to sa
that Whitewater caused no
losses to Madison.” Breslaw has
declined to comment. In his
press conference. Clinton flatly
denied that he had had any con-
tact with the RTC. The presi-
dent said he had “made no at-
tempt to influence”™ any RTC
investigation of Madison.

If Leach’s assertions are true.
some administration officials
could face charges of participat-

| ing in a cover-up. Obstruction of justice

charges are hard to prove. however. be-
cause prosecutors must be able to dem-
onstrate corrupt “intent” on the part of
those impeding an investigation. In real-
itv. much of the etfort to keep the lid on
Whitewater may turn out to be nothing
more than well-meaning friends of the

\ Clintons trving to keep the first couple

! out of trouble. |

By DAVID |. BOWERMASTER AND
GREG FERGUSON IN LITTLE ROCK
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WHITEWATER FILES: LITTLE ROCK TALES

One mystery is why the Justice Department did not at first
seriously probe allegations of possible wrongdoing at Madison
Guaranty Savings & Loan made bv S&L investigators at the
height of the 1992 campaign. Now. the plot thickens:

| Madison and its owner, James
| McDougal. U.S. Attorney
Charles Banks. who knew the
Clintons in the tight-knit
world of Little Rock’s elite.
did not report on the referral
to his bosses in Washington

F ederal prosecutors who
received the first govern-
ment report of possible illegal
activity at Madison Guaranty
misrepresented the involve-
ment of Bill and Hillary Clin-
ton in the case and delaved

sending the report to the Jus-
tice Department in Washing-
ton until just two weeks be-
fore the 1992 presidential
election. according to govern-
ment records and interviews,
The Resolution Trust Corp.
sent its first criminal referral
on Madison to the U.S. Attor-
nev’s Office in Little Rock in
early August 1992. It soughta
Justice Department probe of

until late October 1992: Banks
eventually sent an “urgent re-
port” tothen Attornev Gener-
al William Barr. concluding
there was n- reason for crimi-
nal invest:~ation of Madison.
according to two officials with
knowledge of it. Banks. who is
now in private practice. re-
fused to comment on the cop-
tents of the report or the rea-
sons why it took nearly three

months to send it to Washing-
ton. Federal policies require
“urgent reports” on pending
political matters of signifi-
cance to be forwarded in a
“timelv manner.”

Although the RTC referral
described the Clintons as
“beneficiaries” of a possible
criminal check-kiting scheme
at Madison, the October 1992
report from the U.S. Attor-
ney’s Office in Little Rock de-
scribed the Clintons as “wit-
nesses’ — a less serious
characterization. Federal
prosecutors in Little Rock

| who were questioned about

the discrepancy refused to

i Overall. the RTC sent 10

criminal referrals on Madi-
son to the U.S. attorney in
Little Rock. Paula Casey, who
succeeded Banks. refused to
conduct anv probe of Madi-
son. She hassince recused her-
self from all Madison inquir-
ies. In an interview last week,
Caseyv said she did not know
what the RTC referrals said.

discuss the matter.

The office of U.S.
Attorney Paula Casey
received 10 referrals

:
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= LETTERS

Clinton leadership: Finally, there is
in print in a major media publica-
tion valid confirmation of the sham
that is the hallmark of this adminis-
tration [*“Double Standards in
Clintonland,” March 14]. Gloria
Borger brilliantly describes the
double standard of the Democrats.
Had this been any Republican in
the White House, the level of shock
and dismay expressed by the ethi-
cally and righteously pure Demo- -
crats would have had the country in
astate well before now. Ms. Borger
brings into focus the need for factu-
al investigation and public disclo-
sure of the fundamental issues of
public trust and integrity or the

whitewashed dirty laundry? We re-
jected both Paul Tsongas—a man
of integrity — and asitting president
to elect Bill Clinton because the
national press never pointed out
that there is a connection between
ethical conduct and public policy.
This country desperately needs
long-term thinking. Instead we
have aman (and apparently a wom-
an) who take the short-term, me-
first approach to everything.
Randy Salzman
Augusta, Ga.

® It is true there is now a five-year
rule preventing some officials from
lobbying their former agencies. It is

lack thereof that is the real point.
Mr. and Mrs. Clinton speak with bril-
liance but without inner sincerity and
without any sense of conscience. Ameri-
ca deserves better.
Dean L. Gordin
Cedarville, Ohio

® Why is Gloria Borger so surprised by
the lack of ethics in the White House?

Wasn't she around when the president
promised to curtail the power of lobbyists
while making superlobbyist Ron Brown
secretary of commerce and Lloyd Bent-
sen, he of the $10,000 breakfast, secretary
of the Treasury? Wasnt she around
when the presidential candidate, who
had been running for president since be-
fore he was able to vote, continually
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also true they are free to become
lobbyists with any firm the day after they
leave office. They can deal with senior
congressional staffers with whom they
once worked or with friendly colleagues
from any department or agency as long as
it is not the one in which they were em-
ployed. So much for Clinton standards
discussed in your well-balanced piece.
Evie Maheras
Miami Lakes, Fla.

® Could Michael Barone be one of the
few who cannot abide an intelligent, en-
ergetic woman operating in the public
arena from the White House [“Is She a
Political Liability?” March 7]? Well,
there are plenty of men and women in
this country ~and they are not all “femi-
nists” as Barone implies — who are grate-
ful to have a first lady who can contribute
something to this country besides ador-
ing looks focused on her husband.
Phyllis Brewster
Arcadia, Calif.

®m | don’t know who Michael Barone
has been speaking to, but the notion
that Hillary Clinton is a political liabil-
ity and perhaps wounding to the cause
of feminism is ludicrous. What she has
done is champion causes most job-fear-
ing politicians wouldn’t touch.

Joey A. Chavez

New York City

® Mr. Barone’sarticle wason target. The
first lady’s programs, which show “star-
tlingly bad judgment,” her friends, who
are now entrenched in the highest levels
of government, and her financial deal-
ings show she is not this administration’s
lodestone but this nation’s millstone.
Gerald Tvson
Maple Shade. N.J.
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Rollin’ on a River

After weeks of partisan bick-
ering, the Senate reached
consensus by voting unani-
mously to hold hearings on
the Whitewater affair—at
some unspecified point in
the future. In the meantime,
the Whitewater grand jury
reached ever higher into the
White House, issuing a sub-
poena to George Steph-
anopoulos, one of the Presi-
dent’s closest advisers, on the
same day the jury heard tes-
timony from departing White
House counsel Bernard
Nussbaum and deputy chief
of staff Harold Ickes.

Hubbell Burst

Webster Hubbell resigned as
Associate Attorney General
to focus on resolving allega-
tions of client overbilling
and expense abuse—charges
that were leveled by his erst-
while partners at Little
Rock’s Rose Law Firm (for-
mer workplace of Hillary
Rodham Clinton and other
Administration figures). The
exit was another painful de-
velopment for the Clintons,
particularly the First Lady,
many of whose imports into
the Administration have run
into trouble.

Tonya Pleads Guilty

The Tonya Harding saga fi-
nally reached an end, of a
sort: in an Oregon court-
room, Harding pleaded
guilty to conspiring to hinder
the prosecution of the assault
on Nancy Kerrigan. Harding,
who denies any role in the
attack itself, was sentenced
to three years’ probation and
a $100,000 fine. As part of
the plea, she will also have to
resign from the U.S. Figure
Skating Association, ending
her amateur career.

Rosty Slugs Out a Primary Win
Though battered by a federal
probe into his financial deal-
ings with the scandal-ridden
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IN THE SPOTLIGHT: Fowerful Congressinan Dan Rostenkowski, Clinton ally.
reswrrected with a big primary win despite the deep whiff of scandal
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Miscommunication at Foggy Bottom

U.S. Secretary of State WARREN CHRISTOPHER took heat from
Congress for his chilly reception in Beijing two weeks ago. But
what Christopher’s critics didn’t know is that the advance for-
ay by one of his deputies that so irritated the Chinese was car-
ried out without Christopher’s knowledge. The Secretary was
unaware that John Shattuck, Assistant Secretary of State for
Human Rights, was meeting a week earlier with Chinese dis-
sident leader Wei Jingsheng. The U.S. embassy arranged the
visit at the last minute and expected Wei to keep it secret.
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TIME

EWHITEWATER

It's a Jungle
Out There

The Administration is in retreat, embarrassed by new
disclosures, unable to head off congressional probes

By GEORGE J. CHURCH

T SEEMED AT TIMES LIKE A WEEK OUT
of the early 1992 campaign. Once
again Bill Clinton was stumping New
Hampshire in the winter (as well as
Boston and Detroit). Just as he did two
years ago, he sought to take the offen-
sive against attacks on his character and
credibility—and in some of the same
places; as the President strode through the
lobby of the Sheraton Tara in Nashua, New
Hampshire, aides reminded him of a 1992
press conference in the same hotel at
which he confronted charges that he had
dodged the draft. Now, of course, the ques-
tions are about Whitewater, but Clinton’s
strategy is pretty much the same as it was
two years ago: accusing his accusers of try-
ing to distract the public’s attention from
far more important issues like health care
and crime. At a Democratic dinner in Bos-
ton, a red-faced Clinton shouted that in-
stead of engaging in “honest political de-
bate,” the Republican Party “just stands up
and says no, no, no, no ..."” Reporters
counted nine noes, each punctuated by a
slam of the presidential fist against the
lectern.

This time, though, the strategy is not
working quite so well. Clinton did draw
sympathetic responses from the crowds he

Survival of the Stickest?

As they wend through the wilderness of
Whitewater, the Clintons and friends are
faced with ... subpoenas and hearings
and Dole, oh my! Lurking as well are a
hissing D'Amato, a hawk-eyed Leach and
a snooping Fiske. Already, Hillary's old
partner Webb Hubbell is a casualty.

worked; at a “town meeting” in Nashua, a
woman remarked that she thought
Whitewater was for rafting and canoeing.
But back in Washington the Administra-
tion was in a worsening bind, facing con-
gressional hearings about Whitewater and
the near-certainty of further revelations
and unable to stop either. Special prosecu-
tor Robert Fiske subpoenaed a 10th Ad-
ministration official, senior adviser George
Stephanopoulos, possibly to ask him what
he may have said about Whitewater in
phone conversations with Deputy Trea-
sury Secretary Roger Altman. As for con-
gressional hearings, Clinton knows they
will become a highly partisan circus. But
the prospect nonetheless puts him in a di-
lemma pithily summarized by his chief Re-
publican congressional tormentor, lowa
Representative Jim Leach: “If [Democrats)
provide me a hearing, their President is
likely to be embarrassed. If they don't, they
look like they have been complicitous in
working with the Executive Branch to
block full disclosure.”

At week’s end Senate majority leader
George Mitchell and Republican chief Bob
Dole struck a deal that enabled the upper
chamber toapprove the idea of a probe, 98 to
0. The resolution, however, left in doubt “the
appropriate timetable, procedures and fo-
rum”; Mitchell and Dole are to work those
out. The Senate also specified that the hear-
ings must not interfere with Fiskes probe.
That means witnesses will not be given im-
munity. Also, each phase of the hearings will

| begin only after Fiske has completed the rel-

evant part of his investigation. Thuseven the
first hearings—into contacts between the
White House and Treasury officials that
have prompted suspicions of a cover-up—
will not begin for weeks or months. Anv
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hearings into Whitewater prop-
er—that is. the Clintons’ land
deals in Arkansas—would come
much later.

[nany case, Clinton probably
has less to fear from the Senate
than the House. His Republican
critics in the upper chamber are
led by Alfonse D'Amato of New
York, whose qualifications to be a
judge of ethics are, to put it mild-
ly, dubious; D'Amato’s ethics
have often been publicly ques-
tioned. In the House, the Repub-
lican charge is being led by
Leach, a far more moderate and
responsible figure—though he
too is beginning to rumble darkly
about unspecified bombshells.
But in contrast to D'Amato’s
charges, which mainly feed off
headlines, Leach’s rumblings are based on
some independent investigative work done
by the staff he commands as ranking minor-
ity member of the House Banking
Committee.

The committee has already scheduled a
routine hearing, to be held on Thursday, to
examine how well the Resolution Trust
Corporation, an agency subject to congres-
sional oversight, is doing its job of cleaning
up the affairs of failed savings and loans.
Leach wants to focus on the RTC's investiga-
tion into the affairs of Madison Guaranty
Savings & Loan, which was once owned by
James McDougal, a partner of Bill and Hil-
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lary Rodham Clinton in Whitewater Devel-
opment Corp. To that end, Leach asked
Banking Committee chairman Henry Gon-
zalez to summon 43 witnesses, including
McDougal and his former wife Susan, an-
other Whitewater partner, but Gonzalez
hasnot done so. Instead, last week Gonzalez
wrote the four witnesses he had invited that
they need not answer any questions about
Madison. The Democrats may thus frus-
trate Leach initially, but only at the
price of triggering more accusations of
stonewalling.

Leach has dropped some heavy hints
as to what it is he wants to probe. He will
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try to establish evidence that rrc officials,
so far unnamed, attempted to thwart or
dilute efforts by Jean Lewis, an investiga-
tor in RTC's Kansas City, Missouri, office,
to delve into Madison's affairs. If they did,
those attempts were not fully successful.
It was an RTC investigation of Madison,
and a referral of its findings to the Justice
Department for possible eriminal prose-
cution, that helped start the Whitewater
mess; the referral named the Clintons as
possible, though perhaps unwitting, ben-
eficiaries of illegal practices. And it was a
series of contacts between Treasury offi-
cials and White House aides about that

Suddenly, an Old Nemesis

AY STEPHENS ISN'T EXACTLY A HOUSEHOLD NAME, BUT YOU

can bet Bill Clinton knows all about him. Until last year,

when the President fired every one of the nation’s 93 U.S.

Attorneys, Stephens was leading the federal investigation
of House Ways and Means chairman Dan Rostenkowski for
allegedly misusing his $1.3 million campaign fund, a probe in-
tertwined with the House post-office scandal. Clinton’s sack-
ing of the federal prosecution chiefs is be-
lieved by some of the dismissed to have been
a way of getting Stephens off Rosty’s back.
Now, though, Stephens is engaged in an even
more sensitive inquiry, and this time Clinton
could become a target.

Stephens and other lawyers in the Wash-
ington office of San Francisco’s Pillsbury
Madison & Sutro have been retained by the
Resolution Trust Corporation to investigate
civil claims flowing from the failure of Little
Rock’s Madison Guaranty Savings & Loan,
the institution run by James McDougal, the
Clintons’ partner in Whitewater Develop-
ment Corp. Stephens won't elaborate on his
work. which began last month, but it's likely
to bring more heat on Clinton. Sources close

to the investigation describe Pillsbury’s effort as “the civil
equivalent of [Whitewater special counsel Robert] Fiske.”

At first blush there's nothing unusual about the rTC’s ap-
pointing a lawyer like Stephens. With its staff taxed to the lim-
it, the RTC routinely farms out complicated legal work to pri-
vate lawyers. But the agency didnt pick just anyone.
Stephens, says a banking regulator, “was deliberately chosen
so the Rrc could deflect any charges that it wasn't being rigor-
ous in its Madison-related investigations.”

Rigor is certainly what Clinton can expect. Stephens, 47, is

a lifelong Republican with impressive aca-
§ demic and prosecutorial credentials. After a
& boyhood on an lowa farm, he studied at Har-
2 vard College and Law School and at Oxford.
i He spent a brief time in private practice, be-
j came an assistant special prosecutor in the
Watergate scandal under Leon Jaworski and
rose steadily through top-level posts at the
Justice Department and White House. Dur-
ing one tour, he was Ronald Reagan’s deputy
White House counsel, the job the late Vincent
Foster held under Clinton at the time of his
death last July. After becoming U.S. Attorney
for the District of Columbia in 1988, Stephens
directed the successful prosecution of former
Washington Mavor Marion Barry on drug
charges. [ |




referral that heightened suspicions of
interference.

But a separate investigation proposed
by Brian McCormally, a veteran prober in
the Treasury Department’s Office of Thrift
Supervision, may have been aborted by
higher-ups. Leach has tried to call McCor-
mally as a witness. Leach further wants to
look at the records of 11 Arkansas financial
institutions, trying to track money flows,
some possibly through Whitewater, that
might have been designed to deceive regu-
lators about how bad Madison’s financial
condition was. If the lowa Congressman
cannot raise any of these matters Thursday,
he seems sure to get a chance to do so later.
More and more Democrats concede that
whatever happens in the Banking Commit-
tee this week, an eventual broad investiga-
tion of Whitewater by House as well as
Senate probers looks inevitable.

Meanwhile, an indirect clue surfaced to
one of the most tantalizing Whitewater mys-
teries: why Hillary Rodham Clinton was so
anxious to save on federal taxes owed by her-
self and her husband that she took deduc-
tions related to Whitewater that seem at best
questionable (and that the White House is fi-
nally getting around to admitting may in fact
have been excessive). The New York Times
reported that beginning three weeks before
Bill Clinton was elected Governor in 1978,
and continuing through most of 1979, his
wife speculated heavily in commodities,
mostly betting on future cattle prices. Under
the guidance of James Blair, a friend and
lawyer for the Tyson poultry interests, Hilla-
ry reportedly made a profit of $100,000.

That does not quite fit Mrs. Clinton's
carefully cultivated reputation as a preach-
er of a moralistic “politics of meaning™—
Saint Hillary the Commodity Speculator is
an odd image —but on the face of it there is
nothing illegal about it. And though there
have been charges that Governor Clinton
was excessivelv favorable to the Tison
company—for example. by being far less
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strict about the disposal of chicken wastes
than environmentalists would have liked—
that could be explained on the simple
ground that the company was the biggest
employer in Arkansas. But the $100,000
was the first serious money the couple had
ever seen; Hillary was then a struggling
young lawyer, and her husband held of-
fices—as attorney general and Governor—
that in Arkansas paid niggardly salaries. It
would be understandable if the Clintons
treated their Whitewater investment large-
ly as a much needed tax shelter.

A kind of grace note in this symphony of
embarrassment was provided by the abrupt
resignation of Webster Hubbell as Associate
Attorney General, the No. 3 post in the Jus-
tice Department. Hubbell was a partner
with Hillary Clinton in the Rose Law Firm
of Little Rock and a golfing buddy of Bill
Clinton. He is credited with galvanizing Jus-
tice lawyers charged with civil rights en-
forcement. But back in Little Rock he came
under suspicion by the remaining Rose
partners of having overbilled clients, pad-
ded expense accounts and caused Rose to
swallow some expenses that should proper-
ly have been paid by Hubbell's in-laws,
whom he represented in a patent-infringe-
ment case. Rose partners reportedly filed a
formal complaint with the Arkansas Su-
preme Court’s committee on professional
conduct. Hubbell concluded that defending
himself against those charges would take so
much of his time that he could not do his job
in Washington properly.

The charges against Hubbell are only
marginally related to Whitewater—one of
the clients he is alleged to have overbilled is
the rrc—and Fiske has not yet decided
whether to include them in his investiga-
tion. Hubbell's exit prompted some rueful
reflections among Rose lawyers who once
thought the prominence of many of the
firm's alumni in the Clinton Administra-
tion could only boost their business. But
they never anticipated the suicide of White
House counsel and former Rose partner
Vincent Foster, the departure of Hubbell
and the suspicions of conflict of interest on
the part of Hillary Clinton when she repre-
sented Madison while her husband was
Governor.

Those developments have thrown such
a glare of bad publicity on Rose that some of
its lawyers have taken to holding briefcases
in front of their faces as they enter the firm'’s
Little Rock offices to avoid having their pic-
tures appear on TV. As for Bill and Hillary
Clinton, they made no effort to talk Hubbell
out of quitting. Much as it must have hurt to
see another old friend from Arkansas leave,
the last thing they needed amid the
Whitewater uproar was to face questioning
about the ethics of a friend they had per-
suaded to stay. —Reported by Laurence |.
BarretLWashington, Nina Burleigh with Chrton and
Suneel Ratan/Little Rock

Will They Pay?

O QUESTION ABOUT WHITE-
water hit such a raw nerve at
the White House as whether
the Clintons might have un-
derpaid their federal income taxes.
Asked about it by TIME last month,
presidential adviser Bruce Lindsey
angrily brandished folders of docu-
ments (which he refused to show)
that he insisted proved all the de-
ductions they took related to
Whitewater were legitimate.

But now, following a hint first
dropped by Hillary Rodham Clinton
in an interview with TIME, White
House sources are beginning to

" acknowledge that, well, er, maybe

there were some errors. Mrs. Clin-
ton told columnist Mary McGrory
that she and her husband may have
taken at least one deduction that had
already been claimed by a corpora-
tion, presumably Whitewater. The
First Source, Bill Clinton, followed
up by telling reporters that any un-
derpayments “certainly were not in-
tentional.” Said he: “I don't think we
owe any extra taxes, but I'm not sure
yet. If we do owe, we'll make it good™
by repaying the Treasury.

How much may be at stake? Rob-
ert Stone, a tax expert consulted by
TiME, has estimated the Clintons
might have underpaid their income
taxes by $11,000 in 1978-79-80 be-
cause they took deductions for inter-
est on Whitewater-related loans to
which they were not entitled With
interest and penalties, they would
have to pay about $30,000 now to
clear the debt. According to esti-
mates prepared for TIME by the ac-
counting firm Grant Thomnton, the
First Couple’s debt might come to
$53,632 in an absolute worst case—
$13,744 in taxes, the rest in interest.

Accountants working for David
Kendall, the Clintons’ personal law-
yer, may well conclude that the Clin-
tons lost less on Whitewater than the
$68,900 calculated in a 1992 report

" issued by Denver attoney James

Lyons at the Clintons’ request. Why
did the Clintons embrace that figure
if it was wrong? “I didn't have the
records of the company,” the First
Lady told McGrory. But Susan
McDougal, a partner in Whitewater,
says she turned over all corporate
documents to the Clintons. So how
come Hillary Clinton could not find
them? Stav tuned. [ |
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Charles Krauthammer

Why Whitewater Matters

T THE HEART OF THE CLINTON PRESIDENCY LIES AN
oddity. Bill Clinton has been plagued by questions of
character and trustworthiness throughout his career.
He earned the nickname Slick Willie long before he

ran for the White House. The man who “didn’t inhale” is a man
the public does not trust. His slickness is such a given thatina
column defending the President, Michael Kinsley quite casual-
ly, indeed parenthetically, concedes that Clinton all but lied
about Gennifer Flowers,

And yet this is a presidency that makes a public fetish of its
virtuousness. The Clintons really do believe that they are doing
God's work on health care, welfare, national service, etc., and
that those who oppose them do so for the most venal, usually
pecuniary, motives. They really do believe theirs is the politics
of virtue. Hillary Clinton spent so much time championing the
politics of virtue that she earmed a
cover photograph in the New
York Times Magazine last year
showing her dressed in purest
white, with the accompanying ar-
ticle headlined SAINT HILLARY,

It is this contradiction be-
tween the claim to saintliness and
the evidence of slickness that
gives the Whitewater affair such
drama and urgency. We would
not be half so interested in the
personal failings and shady deal-
ings of a First Family that did not
so insistently engage in arrogant, -
high-handed moralism.

Take health care. The Clintons did not just offer their plan
as a needed reform of an old and inefficient system. They had to
portray the existing system as the workings of “price gouging,
cost shifting” and “profiteering” bogeymen—the greedy insur-
ers, drug makers and doctors from whose malevolent grasp the
Clintons and their bureaucrats would free us.

Take taxes. When the President proposed his tax increase
on the rich, he did not just present it as a necessary measure for
reducing the deficit. He presented it as just desserts—fitting
retribution—for those who had made it in the '80s. Clinton
would avenge the little guy on those who cashed in on the
Decade of Greed. Now it turns out the President and his wife
spent much of the decade trying to cash in themselves, albeit
ineptly (hence the $69,000 loss—alleged and unclaimed on
their income tax returns—on Whitewater).

Take their response to Whitewater itself. Hillary Clinton
calls routine inquiries into her cozy dealings with a sleazy Arkan-
sas savings and loan a “well organized™ and “well financed” cam-
paign by those with “a different political agenda” and “financial”
motives, Stands to reason. Who could oppose an apostle of politi-
cal virtue but those who. for the most selfish of reasons. wish to
stop her good works? The President angrily declares that “the

American people can worry about something else” than his
wife's “moral compass.” The Clintons do not just deny wrongdo-
ing in Whitewater. They take offense at the very suggestion.

Offense comes easily to the self-righteous. And this is an Ad-
ministration bursting with self-righteousness. The conceit of
Clinton’s politics is that he and his wife have come with the vir-
tue—“idealism,” it was called then—of the '60s to redeem us
from the “corrupt do-nothing values of the 1980s”

The '80s figure prominently in their demonology. They ran
against it with great zeal in 1992. It was “a gilded age of greed
and selfishness, of irresponsibility and excess,” of “S&L crooks
[who] stole billions of dollars in other people’s money” And it
was very Republican: “For 12 years of this Reagan-Bush era,
the Republicans have let S&L crooks and self-serving ceos try
to build an economy out of paper and perks.. . . It's the Republi-
¢ can way: every man for himself,
> and get it while you can”

And what was the Clinton
way at the time? In 1985 Hillary
Clinton took a $2,000-a-month
retainer to represent Madison
Guaranty Savings & Loan, owned
% by the Clintons’ Whitewater part-
ner James McDougal. She repre-
sented Madison before a regula-
tor appointed by her own
husband. She won authorization
for an unusual stock offering on
behalf of an institution whose via-
bility, according to a confidential
federal examination, was threat-
ened by “unsafe and unsound” business practices. (It later col-
lapsed at a cost to taxpayers of $47 million.) After first repre-
senting Madison S&L, Hillary Clinton's Rose Law Firm then
closed out the '80s getting fat on contracts from government
agencies pursuing Madison and other S&Ls in an attempt to re-
cover monies they had looted earlier in the decade. The Clin-
tons then launched into the '90s running against S&Ls and the
'80s greed they represented.

And succeeding, until Whitewater. This is why Whitewater
matters. It is a tangled web of, for now, obscure dealings involv-
ing political favors, real estate speculation and conflicts of in-
terest—with a dead man, Vince Foster, lying enigmatically at
the center. It is important less for its possible criminal viola-
tions than for the light it sheds on the ethical norms, the greed
and ambition, of our moral betters in the White House.

In the 1992 campaign we learned about the Bill Clinton of
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' the '60s and '70s and decided that, whatever his character

flaws, he would do as President. Now we are learning about the
Clintons of the '80s. One can begin to understand the despera-
tion with which the Clintons. having defined themselves as the
antithesis of the "S0s. seek to relegate that once so serviceable
decade to what the President now calls “the dark ages” [ |
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NATION
Clinton's Whitewater Offensive
In a bold attempt to contain
the damage from the White-
water affair, President Clin-
ton went on the offensive at a
nationally televised news
conference to state that while |
he intended to cooperate
“fully” with the special coun- |
sel and any congressional in-
vestigation, he also intended
to stay “preoccupied with the
business we were sent here
to do for the American peo-
ple” Responding to fresh
allegations of wrongdoing—
leveled on the floor of the
House by Republican Jim
Leach—the President cate-
goncally denied having tried
to suppress a federal investi-
gation of the S&L at the cen-
ter of the Whitewater affair.
To underline his contention
that he had done nothing
wrong 1n the real estate ven-
ture, the President publicly
released his tax returns for
1977, 1978 and 1979.

Meanwhile ...

The Whitewater grand jury in
Washington continued to

hear testimony from Adminis-
tration officials. And the spe-
cial counsel obtained cooper-
ation, as part of a plea bargain |
on non-Whitewater fraud '
charges, from an Arkansas
businessman and former

judge who says Clinton pres- |
sured him to make question-
able loans. The President de-
nies this accusation too.

And Then ...

The White House lawyer
responsible for screening
Administration job appli-
cants fell victim to his own
“Zoe Baird problem.”
William Kennedy [[I—vet
another of Hillary Rodham
Clinton’s beleaguered
former law partners—was
reassigned following the
revelation that he had only
belatedly paid 1991 and
1992 Social Security taxes
tor his family’s nanny.
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THE SPOTLIGHT: '”fum‘ Magic Johnson returns to the Los Anzeles Laker:

t in his heart of heart e still a player®

IHSIIIE \VASHINGTON
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Shalala’s Altogether Impropriety-Free Party

The furor over ethies has some Clintonites treading very light-
ly. Health and Human Services head DONNA SHALALA wanted
to throw a routine book party for her friend Madeleine Kunin,
Deputy Secretary of Education, who's published her memoirs.
Even though the do was to be held at a friend’s house, Shalala
got clearance from an HHs ethics officer, sternly forbade book-
selling at the party, wrote the invitation herself and stood in line
at Kinko's for copies. All this to thwart any criticism that either
Shalala or Kunin were using their connections for gain.
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WINNERS & LOSERS

JOEY
BUTTAFUOCO
Statutory rapist is
freed from jail, house
hunting in Hamptons

HOCKEY STAR
WAYNE GRETZKY
The Great One is now
The Greatest with his
record 802nd goal

MARIO CUOMO
Howard Stem’s bid
for Governor divides

‘ . ERSMERE  penalty vote

Media Self-Flagellation Watch

[ Number of articles in major

[ news outlets containing the

‘ word “Whitewater” as well as
the phrase “feeding frenzy.”

s m--—v P Ty s — -

Why We thtArt

: Peoplefurtheﬁmeanaylsreleas-
ingastudy this week of 204 “challenges
* to-artistic free expression” during 1992-
_93 “These inclnde attempts to remove
' pam&ngsﬁomexhhhcns,stoppmduc—
" tions of plays, revoke arts funding and
‘ the like, Here is a partial breakdown of

thamta]oged objectlons (categunes may
oyeddap): : s
* Nudity and/or sexual content ... 50%
FR— it
political content —..—.——....c.oe.. 31%
* Antireligious content ............... 16%
* Homosexual content................. 13%
* Racist/ethnically
INSENSHIVE COMEATE woverovnnmrscsssernrnes 7%

*Sexually harassing content.........6%
* Aesthetically unpleasing/ugly..1.5%

i

New York's pro—death

CHRONICLES

JONATHAN
POLLARD

Despite a big campaign
for his release, Israel’s
spy has pardon nixed

WILLIAM
KENNEDY Ili
Lawyer who vets White
House staff has own
nanny-tax problem
NASA

Congressional Budget

Office says agency
may have to scrap en-
tire astronaut program

vox-por %

Which would you
prefer as a name

for your race?
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1989 1994

AMERICAN 26% 53%

puack 61% 36%

From a tedephone poll of 503 Afncan Amencans
taken for TME/DN on Fed. 16-17 by Yanksionch
Partners Inc. Sampling emor is = 45%.
“Not sures” omitted
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Accessory of the Week

Last Thursday, as Congressman Jim
Leach (R.-lowa) made serious-sounding
allegations about the
Whitewater affair for 45
minutes on the floor of
the House, and then later
on ABC’s Prime Time Live
and Nightline, millions of
Americans wanted to
know: Where on
earth did he get
that saggy pale
green sweater?
TIME has
learned—from
sources deep in-
side Leach’s of-
fice—that it was

a gift from his : |
mother-in-law. g
No word about ;
its last dry >
cleaning. :

Closing In on Smokers

The Fpa and now the Labor
Department are on the of-
fensive. Testifying before
Congress, FDA cOmmission-
er David Kessler said his
agency was considering reg-
ulating tobacco as a drug.
Labor Secretary Robert
Reich moved to prohibit
smoking in all workplaces.

' including factories, office

buildings. restaurants and
schools. Meanwhile Philip
Morris, the nation’s largest
cigarette manufacturer, laid
a whopping $10 billion libel
suit on ABC television for re-
porting that cigarette mak-
ers deliberately manipulate
nicotine levels in cigarettes
in order to keep smokers
hooked.

Health Reform: A Qualified Yes
By a 6-to-3 vote, the House
Ways and Means Subcom-
mittee on Health passed a
watered-down version of the
President’s health-care plan,
one that would provide a
more modest benefits pack-
age but still guarantee uni-
versal coverage and require
employers to pay for most of
their workers’ insurance.

Appropriations Spurt?
Choosing an aggressive liber-
al activist. House Democrats
voted Wisconsin's David
Obey as the new head of the
powerful Appropriations
Committee.

Pollard Stays Behind Bars

On the recommendation of
the c1a and the Defense and
Justice departments, Presi-
dent Clinton denied clemen-
cv to convicted spy Jonathan

! Pollard, whose life sentence

for passing top-secret docu-
ments to Israel had been tar-
geted as excessive by some

. Jewish groups and members

of Congress.

Rodney King, Part lll

| Rodney King’s civil suit

against Los Angeles got
under way with the bat-
tered motorist seeking

29 million in damages
from the city. King reject-
ed the city's offer of a
$1.25 million settlement.
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in Little Rock garbage, searching for something -- anything -- to provide the
exposure of errors that our public discourse now requires. Whitewater filled the
slot.

The Gallo investigation, too, was sparked by a particular type of
journalistic zeal. The hint of scientific theft originated in an article
addressing the puzzle of why Gallo’s and Montagnier’s viruses resembled each
other so closely that they had to be related. The article was written in the
currently popular spirit of demonography: not to praise the person it features
but to bury him -- to show his weaknesses, his villainous side. Gallo’s great
failing -- like Caesar’s, according to Brutus’ oratory -- was ambition. (And,
yet, how else to win a battle against such a virus, if not by single-minded
obsession of the type ambition provides?) The journalist found colleagues
willing to claim that Gallo had "hogged the credit for joint discoveries." This
was presented as evidence that he was the sort of person who would steal a virus
and claim to have discovered it.

In other words, the implication that Gallo had stolen the virus was created
to fill a requirement of the discourse: In demonography, writers must find
negative sides of their subjects for readers who enjoy seeing heroes pulled
down. So the suspicion led to investigation and the investigation became a
juggernaut that acquired a life of its own, continuing for years after the two
scientists solved the puzzle of their matching viruses. (A third virus had
overrun both Montagnier’s and Gallo’s, carried by samples Montagnier sent to
Gallo.)

And so with Whitewater: The investigations themselves are a graver threat to
the country than any conceivable effects of the behavior they are examining.

I am sure the journalist writing his story on the puzzle of HIV did not
intend to set AIDS research back by years. One would like to think that Rep. Jim
Leach, Sens. Alfonse D’Amato and Bob Dole (all Republicans) and the journalists
pumping up the story do not intend to prevent the government from addressing
issues like crime, health care and international trade. But that is what they
are doing.

Leach said he "thought initially it was a one-to-three-week issue, that you’d
have a hearing and then put it behind us. Now the great challenge is how to
bring the issue to resolution." Indeed. That, now, is the challenge for us all.
GRAPHIC: Photo, DEBORAH TANNEN ; Drawing, Get the Clintons or bust!; Conrad
LANGUAGE: ENGLISH

LOAD-DATE-MDC: April 6, 1994



c-hillary-comment - a0854

(ATTN: Editorial Page editors) :
Stop ‘"Pillorying Hillary'; It's Utter_ﬂypocrisy
Friedan's latest bock is °‘The Fountain of Age''
(Simon and Schuster, 1994).

By Betty Friedan= Special to the Los Angeles Times=

I'd been invited to Australia to help launch a new government policy on
age and to talk about my book, °“The Fountain of Age.'' But since I am also
known as an American feminist, I was asked by women in Sydney and Melbourne,
‘‘What on earth are they doing to Hillary in your country?''

I was myself unable to figure out why it had suddenly become a crime for
an American to have made $100,000 on the commodities market 17 years ago this
is a capitalist nation, after all though some men may still resent t@at a
woman acting on a smart tip could turn $1,000 into $100,000 in that high-risk

arket. It's not exactly like turning $1 million into $100 million in the S&L
scandal at the taxpayers' expense. As for Whitewater, it seems to have been a
financial mistake that didn't make anybody money. I first knew of Hillary
Rodham Clinton when she headed the board of the Children's Defense Fund,
working as an effective and unremitting advocate of neglected children, black
and white, in the era of greed. President Clinton, by putting her in charge of
health care reform, and she, by her leadership, have lent national health
insurance a seriousness and a sense of urgency. ;

So all I could surmise was that the powerful economic and political forces
in the United States who want to prevent health insurance from happening and
who want to bring Bill Clinton down were trying to do so by getting Hillary.
This seemed a little crazy to the women of Australia, since they've long had
national health insurance. But I assured them that this °““get Hillary'' ploy
wouldn't work, that the American people support Hillary Rodham Clinton as an

gual partner of the president.

When I got back home and saw escalating scandal insinuations about Hillary
and " "Whitewatergate'' on the front pages and covers of newspapers and
magazines, my incredulity turned to outrage. What hypocrisy, all this digging
up of tax mistakes of several thousand dollars.

It has been pointed out to me defensively by some journalists that certain
n wspapers that caught on to Watergate late are trying to make up for it by
**building Whitewatergate,'' as they put it, into a news scoop. It has also
been explained to me that women journalists °““have to prove that they are not
feminists by getting Hillary as meanly as the men.'!'

I am proud of my young sisters in the National Organization for Women and
the Hollywood Women's Political Committee and the Democratic National
Committee for their marches, ads and buttons, °"“Stop Pillorying Hillary.'®' And
I am ashamed of the editors and reporters who are exacerbating and building up
beyond all probable basis in fact " “Whitewatergate'' and, yes, lending
themselves to "'pillorying Hillary.''

Some insight into the media's role here may be found in a report just
released by Women, Men & Media, which I co-chair and direct under the auspices
of the schools of journalism of the University of Southern California and New
York University and the Freedom Forum, analyzing the coverage of women on the
front pages. While there has been a notable increase in the percentage of
women mentiocned, quoted or pictured on the front pages of major newspapers, it
seems that women are mainly there as victims or perpetrators of violence
(Bobbitt and Harding), as sex objects or in otherwise negative roles or as
““entertainers,'' while men hit the front pages predominantly as opinion
makers.

The growing number of women in Congress, the Cabinet, Supreme Court and
business leadership are evidently still notoriocusly not quoted on the front
pages or in broadcast news. Did Hillary Rodham Clinton violate that taboo
through her impossible-to-ignore force as an opinion maker? She used that
force effectively last week to defend the investments she made for her

family's welfare, but she shouldn't have had to. Where is the investigative
reporting about the role of the insurance, pharmaceutical or medical
e tablishments or the Republican National Committee in *“Whitewatergate''?

I am outraged at the hypocrisy and double standard and, yes, immorality of
the misuse of government and media power diverting our attention and resources
from the real problems facing our nation the job-downsizing crisis, the
health care crisis, escalating gun violence, Bosnia to which the president
and his wife, the administration and Congress need to give their whole
attention. As for the media, have You no shame? :

wkkk gilsd by:LAWP (==) on 04/28/94 at 02:35EST ##&#&%
*%*%* printed by:WHPR(162) on 04/28/94 at 03:29EST k&%
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BY TERRY LEMONS
Democrat-Gazette Washinglon

WASHINGTON — Republi-
sscans continued their push Tues-
->day for congressional hearings
-«into the Whitewaler Develop-
->ment Corp. affair, while Senate
.*deaders haggled over the formal.
»= “Hearings are the only way
--3o0 get straight answers,” said
-z8en. Alfonse D'Amato, R-N.Y.

>2 Senate Minority Leader Bob
.=Dole, R-Kan,, signaled a change
->4n his position Tuesday by sug-
~7gesting the hearings could be
:~hield in the Senate Banking
-2« Committee. For several weeks,
+Dole had supported the creation
+of a panel with members from

'?" ¥

LR

:~'several committees.

‘.

But Senate Majority Leader
George Mitchell, D-Maine, has
resisted the creation of a special
commitlee, Mitchell has said he
sees no need to hold hearings
outside the Banking Committee.

Dole said the impasse might
be resolved by expanding the
jurisdiction of the Banking Com-
mittee. Such a move would keep
the hearings in one committee
but provide senators with
enough latitude to explore a va-
riety of topics.

President Clinton and first
lady Hillary Rodham Clinton
once were partners with James
and Susan McDougal in White-
water, a 230-acre Marion Coun-
ty real estate development.

James McDougal also owned
Madison Guaranty Savings &
Loan Association, which failed
in 1989 at a cost to taxpayers of
at least $47 million,

Allegations that money was
illegally transferred between
Madison and Whitewater are be-
ing investigated by special coun-
sel Robert Fiske Jr. His inves-
tigation is based at Little Rock.

Congress agreed last month
to a vaguely worded provision
calling for Whitewater hearings.
Since then, congressional lead-
ers have been unable to agree
on a time and format.

Congressional diseussion of
Whitewater has slowed in re-
cent weeks. Bul Dole said the

OP keeps up pressure for Whitewater hearings

topic remains a concern.

“It won'l go away,” he said.
“It will be around for a while.”

D’Amalo said a number of
questions involving Whitewater
should be addressed in the
hearings.

“The American people have a
right to know,” he said.

D'Amato’s role has become
an issue in the debate over
Whitewater hearings. Hearings
in the Banking Committee
would foeus attention on the
senator, who is the committee’s
ranking Republican. D’Amato
has faced ethical questions in
the past, which Democrats think
could blunt the GOP’s White-
water attack.



Arkansas Democrat 8 Gazette

Washington

Conservative fund-raisers
on Whitewater net a trickle

BY JOHN KING
AP Political Wrer

. WASHINGTON — After four
single-spaced pages calling Pres-
ident Clinton a cheat and a liar
deserving impeachment for the
Whitewater Develcpment Corp.
affair, Floyd Brown closes his let-
ter with a postscript: “Please in-
clude your maximum contribu-
tion to Citizens United.” )

A letter signed by Nick Guari-
no calling Whitewater “a pure
hustle” and Clinton a ¢rook is
twice that long — eight pages,
also simﬁe—spaeed.

But the closing is much the
same: Please send money and
“sorry, no credit cards.”

A Democratic president bat-
tling a scandal —real or inflated
— would seem just the tonic for
conservative groups that pay
their way — and their lcaders —
by raising money through the
mail with urgent-sounding ap-
peals for cash ‘o fight Clinton and
the dreaded Democrats.

Yet Whitewater is proving to
be somewhat of a disappointment
to some of the controversy's
biggest fans — and fanners.

“It is not what I would call a
super hot fund-raising issue,”
said Brown, a conservative ac-
tivist who bills himself as the ma-
jor medla source of damaging in-
formation on Whitewater. “There
are big issues, and there are less
sexy issues. Whitewater falls into
the less sexy category.”

Not that he and others aren't

ng.

The Freedom Alliance, a con-
servative organization headed by
former Sen. Steve Symms, R-Ida-
ho, has included Whitewater in
its fund-raising appeals.

So has Concerned Women of
America, a conservative organi-
zation that focuses predominant-
ly on abortion and other social
policies but is trying to raise mon-
ey in appeals about Whitewater.

“Never before have I asked
you to take an aclion like this,”
Beverly LaHaye, the organiza-
tion's president, said in a recent
fund-raising letter.

Brown has used Whitewater as
the anchor of a half-dozen Citi-

zens United fund-raising letters
in recent months, the most recent
of which asks recipients to “give
me the moral and ethical au-
thority I need” to demand Clin-
ton's impeachment.

It's not the first time Brown
has appointed himself to lead a
conservative ¢crusade. He helped
lead a multimillion-dollar ad ef-
fort in 1988 designed to make fur-
loughed killer Willle Horton a
household name and Democrat-
i¢ presidential nominee Michael
Dukakis appear soft on erime.

It is Brown's style to unveil
scathing ads but then spend lit-
tle to air thein, Instead, he hopes
for free medla coverage while he
launches mail fund-ralsing cam-
paigns.

When he started the Whitewa-
ter effort several months ago,
Brown lamented to some friends
that it was less lucrative than he
had expected.

“I told him it takes awhile for
these things to penetrate,” said
conservative consultant Craig
Shirley. “There needs to be a psy-
chological presence in the minds
of voters.”

Brown said things have picked
up lately. He declined to say how
much Citizens United's White-
water appeals have generated.

But in one hint that Whitewa-
ter is no conservative cash cow,
Brown said Citizens United has
not expanded its mailings beyond
its membership. When a direct
mail appeal is successful, its
sponsors usually rent additional
lists and “prospect” beyond their
initial target audience,

Officials of the Conservative

Caucus, another organization that
has launched direct-mail appeals
anchored on Whitewater, says
promising to push for iImpeach-
ment hearings has helped its re-
turns. After printing and mailing
costs, “we've raised $50,000 into
the imﬁeachment In#f:iry fund,”
said Charles Orndorif, a caucus
vice chairman.

While that Is a modest success,
veterans of conscrvative fund-
raising who are not involved in
the Whitewater prospecting are
skeptical the issue will escalate
into 2 major money producer.

Whitewater, they say, palesin
comparison to Sen. Ted Kennedy,
D-Mass,, in liberalism’s heyday
or conservative angst at the wor
of first lady Hillary Rodham Clin-
ton and Surgeon General Joyce-
lyn Elders.

“There are far more impor-
tant, far better issues for conser-
vatives,” said GOP direct mail
guru Richard Viguerie. “The
Clintons’ march toward socializ-
ing America is something more
worth focusing on. Whitewater is
at this point and lime more a dis-
traction and side issue.”

Whether Nick Guarino has
made any money off his letter —
which opens with the words
“WHITEWATER COVERUP!" in
one-inch print — is a difficult
question to answer.

Guarino, who acknowledges in
his letter spending some time in
the federal penitentiary for “sup-
posed white-co!lar crime,” isn't
lisled in any phone directory in
Arkansas, where he says he ran
a successful business when Clin-
1on was governor.




BC-KIDSASK 1lifestyle editors:R:DE
The story behind the Whitewater case

(May be of interest to AT-RISK readers; see end of story.)

By Nancy Laughlin and Cathy Collison

Knight-Ridder Newspapers

Q. What exactly is the Whitewater scandal? Josh Hubbell, 14.

A. Scandal can mean talk of something that is embarrassing, wrong and
makes people feel ashamed. Not everyone believes the news about Whitewater is
a scandal.

President Bill Clinton and his wife, Hillary Rodham Clinton, have said
they did nothing wrong and haven't tried to hide anything. To date, no one has
been charged with any crime.

The name Whitewater refers to a company called Whitewater Development
Corp. The Clintons formed the company with a friend, James McDougal, in 1978,
when they lived in Arkansas. The company planned to build vacation homes in
the mountains.

In 1992, the Clintons sold their part of the company to McDougal.

Here's why it is in the news now: A person called a special counsel, a
lawyer who is appointed by the attorney general to do one specific task and
does not work for the president, is investigating to determine whether the
Clintons did anything wrong.

The investigation concerns two main questions:

Did the Clintons and McDougal, who owned a savings and loan company, do
something unfair or illegal when they owned the land company?

Since coming to Washington, have the Clintons and their aides run
a cover-up have they tried to hide things and stop people from finding out
more about the land deal?

To answer those questions, investigators are trying to find out whether
the Clintons got any money from McDougal in a way that was unfair or against
the law. They're also looking into why some documents were shredded. People
who work for the Clintons say shredding paper is just a normal way to get rid
of old files.

XXX

(When kids ask, you can answer! ~“Why Is a Barn Red: The Little Book of
Big Questions'' includes the best questions and answers from the Detroit Free
Press' popular ~“News for Young Readers'' column. Kids and parents can have
fun and learn about the president, the White House, weather, animals,
geography, sports, health, the environment, holidays and much more. The book
is available by calling 1-800-245-5082 between 8-5 weekdays and charging it on
VISA or MasterCard. Or enclose a check or money order payable to Detroit Free
Press: $6.95 per book, with $2 for postage and handling to: Send to Why Is a
Barn Red?, P.O. Box 441340, Detroit, Mich. 48244-1340. Allow 10-14 days for
delivery.)

X X X

(AT-RISK READERS: KRT News Service wants to help newspaper editors
identify stories that may be of interest to "““readers at risk'' (people that
newspapers are at risk of losing as readers: young people, women,
African-Americans and Hispanics). These stories can be identified by note
(AT-RISK) at top of story.)

xxx* filed by:KR-F(--) on 04/28/94 at 07:58EST **x%*
#*x%* printed by:WHPR(JEL) on 04/28/94 at 10:00EST **=*



PM-AR- Arkansas Today, 0830
McDougal, Leach Exchange Critical Letters

LITTLE ROCK (AP) The territory between "““Dear'' and ~~“Sincerely'' gets
chilly in the letters Whitewater investor James McDougal and Rep. Jim Leach,
R-Iowa, have written to each other.

McDougal's letter, dated April 16, threatens to sue Leach for libel if he
doesn't "~ “apologize to the people of Arkansas'' and ~“withdraw (his)
slanderous remarks against the president and me'' within 10 days.

Leach's letter, dated April 19, accuses McDougal, a Democratic candidate
for Congress, of playing politics in criticizing him.

The congressman attached a stack of documents that he contends support the
view that McDougal's real estate venture with President Clinton and Hillary
Rodham Clinton ended up costing taxpayers money by contributing to the failure
of Madison Guaranty Savings and Loan, which McDougal owned.

Leach has been the leading House critic of the Clinton administration's
handling of the Whitewater investigation.

Special counsel Robert Fiske Jr. is investigating Whitewater Development
Corp., which the Clintons co-owned with McDougal. Fiske is investigating
various matters, including allegations that money from the now-defunct Madison
Guaranty was improperly funneled into Whitewater or into a Clinton
gubernatorial campaign fund.

Madison failed in 1989 at a cost to taxpayers of at least $47 million.

McDougal and the Clintons maintain that they did nothing improper.

McDougal's letter blasts Leach for allegations Leach has made about
Whitewater in the House, in the press and in "~ ~“bogus documents'' he said
Leach's office has distributed to the press.

--=-=> Two Killed When Aircraft Goes Down

AUGUSTA, Ark. (AP) Federal investigators are trying to determine the
cause of a light-plane crash that killed two men.

The single-engine Cessna 150 crashed about 7:20 p.m. Tuesday evening in a
rice field about two miles northeast of McCrory. The aircraft had been
performing aerobatic maneuvers before the crash, witnesses said.

Woodruff County Sheriff Jack Caperton on Wednesday identified the two men
aboard, who were killed, as Joe Odom, 47, of Morton, and Andy Pulley, 32, of
McCrory.

odom was a general contractor and Pulley was an engineer who built race
cars and chassis, family members said.

*“The plane hit nose first, straight into the ground, with a tailspin,''
Caperton said. ~“It was a mass of mess.''

---=> Juvenile Justice System Needs Reform, AG Candidate Says

PINE BLUFF, Ark. (AP) The adult justice system needs to work more closely
with the state's juvenile justice system, a candidate for the Democratic
attorney general nomination says.

State Rep. Mark Pryor on Wednesday proposed a revision of the juvenile
justice code to make that possible.

Pryor is challenging incumbent Attorney General Winston Bryant for their
party's nomination to the post. The winner of the May 24 primary will face Dan
Ivy, the only candidate for the Republican nomination, in the November general
election.

Pryor highlighted his remarks by speaking outside Tommy's Drive-Inn
Restaurant in Pine Bluff, where a man was shot and killed by two teen-agers
last year.

~“On June 7, 1993, a 19-year-old and a l4-year-old robbed this restaurant.
They shot Mike Nowden in the back of the head and killed him in cold blood,''
Pryor said.

~“The older murderer is currently on death row. The juvenile will be
released when he turns 18. That is not justice. It shouldn't have happened and
it shouldn't ever happen again. If you commit a violent crime with a gun, you






GOP welfare bill cuts off

unwed mothers under 21

By oot azren

form, Senate and House Republicans yes-
terday introduced a bill that would over-
haul the welfare system by transferring
mu_neymdmnmm state control, re-

3 ied recipients to work and

to discourage illegitimate births: Begin-
ning one year after the bill is enacted, wel-
fare checks, food stamps and public hous-
ing would no longer be available to women
mrage 21 with children born out of wed-

“We must remove the enormous eco-
nomic subsidy for people to form families
that are dysfunctional,” said Rep. James M.
Talent, Missouri Republican, at a news con-
ference attended by numerous members of
Congress.

Ending the welfare subsidy for young,
unwed mothers, he said, would make mar-
{ii.lze the only economically viable way to

ve. .

“We want to change the conversation be-
tween young men and young women so
young women will say, 'Oh, no, you don't, "
said former Education Secretary William
Bennett, co-founder of Empower America.

Critics said the bill wrongly presumes
that welfare causes illegitimate births.

“It ignores the fact that out-of-wedlock
births are not unique to young American
women who are poor,” said Jodie Levin-
Epstein, senior state policy analyst of the
Center for Law and Social Policy. “In fact,
the rate of increase is greater among older
American women,” she said.

“The data and research do not support
the hypothesis that welfare is the cause of
out-of-wedlock births,” the Center for Bud-
get and Policy Priorities said in a state-
ment.

The new Republican bill, called the Real

Welfare Reform Act of 1994, proposes a 3.5
percent cap on the growth of welfare
spending, excluding Medicaid.

The cap is estimated to “save American
taxpayers $80 billion over five years,” said
Sen. Lauch Faircloth, North Carolina Re-
publican and one of 17 sponsors in the Sen-
ate.

Mr. Faircloth said the bill challenges
President Clinton. “If he is serious about
reforming welfare and doing something
about it, he should reduce the spending on
welfare.”

Mr. Clinton is expected to propose a $9.5
billion plan to provide welfare recipients
with training, education and child care to
get jobs in two years.

The Republican bill calls for money
saved by excluding mothers under 21 to be
given to the states as block grants, States
could design their own programs to help
young mothers and children.

The bill also would: i

® Deny an increase in Aid to Families
With Dependent Children (AFDC) benefits
to welfare mothers who have additional

® Require any unwed mother 21 or older
to identify the father of her child in order
to receive AFDC funds.

® Require single parents on AFDC to
work at least 30 hours per week.

® Require fathers who are not in the
home or paying child support to work, do
community service or go to jail.

® Establishes a $1,000 pro-marriage tax
credit to help poor, two-parent families.

The bill also would radically change the
welfare bureaucracy by terminating fund-
ing to 67 federal programs and redirecting
that money to the states.

“Each state would be given extremely
wide flexibility in determining what ser-
vices were provided and who would receive
benefits,” an outline of the bill said.

A spokeswomnan for the American Public
Welfare Association, which represents the
welfare industry, said the group had no
comment on the proposal.

McDougal, Leach
wage war by mail

LITTLE ROCK, Ark. (AP) —
The terril between “Dear” and
“Sincerely s chilly in the let-
ters Whitewater investor James
McDougal and Rep. Jim Leach,
Iowa Republican, have written to
each other.

Mr. McDougal’s letter, dated
April 16, threatens to sue Mr
Leach for libel if he doesn't
“apologize to the people of Arkan-
sas” and “withdraw . . . slanderous
remarks against the president and
me" within 10 days.

Mr. Leach’s letter, dated April
19, accuses Mr. McDougal, a
Democratic candidate for Con-
gress, of playing politics in
criticizing him.

The congressman attached a
stack of documents that he says
support the view that Mr Mc-
Dougal’s real estate venture with
President Clinton and Hillary Rod-
ham Clinton ended up costing tax-
payers money by contributing to
the failure of Madison Guaranty
Savings and Loan Association,
which Mr. McDougal owned.

Madison failed in 1989 at a cost
of $50 million.

Mr. Leach has been the leading

House critic of the Clinton admin- |
istration’s handling of the White- |
water investigation.

Mr McDougal and tne Clintons
say they did nothing improper.

Mr. McDougal’s letter blasts Mr.
Leach for allegations the con-
gressman has made about White-
water in the House, in the press ‘

and in “bogus documents” his of-
fice has distributed to the press. |

“I had expected to confront you |
concerning these marters at the
congressional hearings you have ‘
been demanding for months" Mr. |
McDougal wrote. “I especially |
wanted to face you and answer |
your slanderous attacks against |
the people of Arkansas. I am dis- |
appointed to learn that since my
public exposure of you as a liar
and a forger of evidence that vou
have lost your appetite for public
hearings”

There's no apology in the letter
from Mr. Leach, the senior Repub-
lican on the House Banking Com-
mittee. i
Mr, McDougal said Wednesday
he was consulting with a lawyer
about a libel suit. He has threat-
ened 1o sue other people.




RTC to press court to obtain Rose firm’s full list of clients

"zJeny Seper

WASHINGTON TIME G

An attorney for the Resolution
Trust Corp. (RTC), which is look-
ing into accusations of conflict of
interest and overbilling at Little
Rock's Rose Law Firm, said yester-
day the agency will ask a federal
court to force the law firm to turn
over its client list,

Patricia M. Black, general coun-
sel for the RTC's Inspector Gen-
eral's Office, said the Rose firm
failed to the list by a
Wednesday deadline set in an
April 18 subpoena. As a result, the
government will ask the US. Dis-
trict Court in Little Rock to compel

‘The Rose firm, where first lady
Hillary Rodham Clinton and for-

mer Associate Attorney General
Webster L. Hubbell were senior
partners, filed a lawsuit on Tues-
day seeking a lErmmem injunc-
tion to avoid subpoena.
firm said the government request
was “grossly overbroad” and vio-
lated attorney-client privilege

The government wants a ist of
clients dating back to Jan. 1, 1985.

Ms. Black said an RTC request
1o the court that the client list be
released will be included in the
government's response to the Rose
firm lawsuit, although she said
federal authorities had not yet
been served.

The government does not con-
sider the client list to be confiden-
tial or privileged, and is expected
to argue that the federal subpoena
is within its authority. Last year, a

law Firm in Texas refused to com-
ply with a similar subpoena but
lost ita bid to keep the list secret
when the RTC took the matter to

court.
_“We will simply respond to the

lawsuit and ask that the subpoena

ated Press, however, the firm did
not believe the government was
entitled to “a wholesale review of
our records.”

“We regret having to file suit but
the RTC inspector general’s over-
broad subpoena seeks disclosure
of information that our clients
properly expect to be kept confi-
dential,” he said.

The RTC, along with the Fed-
eral Deposit Insurance Corp.
(FDIC), is looking into accusations
of billing improprieties by Rose
lawyers and into te con-
cerns the firm had a conflict of
interest in its 1989 representation
of the FDIC in a lawsuit involving
Little Rock-based Madison Guar-
"'n'.f.. Savings and Loan Associ-
a

Federal law enforcement au-
thorities said investigators want
the client list to examine other bill-
ings made by the firm on govern-
ment contracts and to scrulinize
its dealings with clients tied to sep-
arate financial institutions.

The overbilling accusations
center on Mr. Hubbell, who re-
signed his Justice Department
post last month, Investigators are

looking into bills Mr Hubbell
signed for work he suys he did on
government' contracts involving
hundreds of thousands of dollars.

Investigators also are looking at
a possible conflict of interest in-
volving Mr. Hubbell and the lute
White House Deputy Counsel Vin-
cent W. Foster Jr, another former
Rose senior partner whose July 20
death has been ruled a suicide,
Investigators have focused on
whether Mr. Hubbell and Mr. Fos-
ter made false statements to reg-
ulators in an effort to gain govern-
ment contracts.

The Rose firm was paid
$400,000 to represent the FDIC in
1989 in a case involving Madison,
four s after Mrs. Clinton had
rep ted the S&L before stale

regulators who were trying to shut
it down as insolvent.

Madison was owned at the time
by James B. McDougal, who was a
partner with Mrs. Clinton and Gov.
Bill Clinton in a northern Arkan-
sds real estate venture known as
Whitewater Development Corp.
The thrift was closed by lederal

regulators in 1989 at a cost to tax-,

payers of $50 million.

The S&L is the focus of an on-
going investigation by White-
water-Madison special counsel
Robert B. Fiske Jr., who is looking
into accusations that Mr. McDou-
gal illegally diverted S&L. loans
and used Madison money to fund
the campaigns of several Arkan-
sas politicians, including Mr. Clin-
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BC-MCDOUGAL national editors:DA Congressional race keeping McDougal,
media, voters busy

(ARCHIVE PHOTO; details below)

(HAS TRIM)

By Thomas G. Watts

Dallas Morning News

ARKADELPHIA, Ark. The folks in the 4th Congressional District here have
many of the same concerns as voters across the country.

Jobs, health care and crime top their list.

What no other voters in the country have is the presence of candidate
James B. McDougal, who walked into the Arkansas secretary of state's office
with a ~““gaggle of Yankee reporters'' in March and plunked down his $5,000
filing fee for the May Democratic primary.

This was the same James McDougal who has become famous as the former
partner with President Clinton and Hillary Rodham Clinton in Whitewater, a
land venture in northern Arkansas that has dogged the first couple for months.
The controversy prompted the appointment of a special prosecutor to
investigate Whitewater and related issues.

It was this McDougal who sold 2,400-page sets of Whitewater-related
documents to nine media groups last week at $1,000 per box after lowering his
initial request for $4,000 to raise money for legal fees.

And it was this McDougal who recently offered the public its own bit of
Whitewater dirt a cubic foot of soil from the Marion County property for
$19.95 each.

He got in the race, he said, to set the record straight on Whitewater and
have a little fun.

McDougal, who is doing most of his campaigning through the media, said he
had so many interview requests he would not have time to talk until later.

Some expressed concern that McDougal's entry would turn the three-man race
in the May 24 Democratic primary into a forum on Whitewater, but the
district's voters have not treated it that way.

Residents are asking questions about McDougal, but most political
observers here say they don't think that will translate into many votes.

And his opponents say the heaviest interest in the campaign is coming from
the media.

““We're not getting much coverage on the issues,'' said candidate Jay
Bradford, a Democratic state senator from Pine Bluff,

Bradford and the other Democratic candidate, state Rep. John Parkerson,
spend much of their time moving around the 4th District.

They hope to reclaim it for Democrats who lost to a Republican, lawyer Jay
Dickey of Pine Bluff, in 1992 for the first time since Reconstruction. Dickey
has no primary opposition.

Most observers in the district say they see McDougal coming in third in
the primary despite his wide name identification.

The district is as diverse as the three Democrats who are running.

It stretches across the bottom half of Arkansas. The predominantly black
Delta of the east, with its fields of cotton, rice and soybeans, is stitched
by two-lane blacktops to the lush forests and hills in the mostly white
western part of the state.

Some say the leading candidate is Bradford, a state senator for the past
decade and owner of 12 insurance offices scattered throughout the state. He
also is a former chairman of the Arkansas Democratic Party.

Bradford also was one of the Arkansas Travelers, a group of state
politicians who traveled to New Hampshire and other states during the 1992
presidential campaign to praise Gov. Bill Clinton's record.

Parkerson, 47, a lawyer, has been a state representative for the resort
community of Hot Springs since 1983.

The two have split some key endorsements: Bradford has the support of the
Arkansas Education Association and Parkerson the backing of state labor

groups.



Despite McDougal's campaign through the news media, Hal Bass, a member of
the Clark County Democratic Committee and a Bradford supporter, said he did
not believe McDougal had any ~“electoral base down here.''

““He's an intrigquing character,'' said Bass, who succeeded McDougal as
head of the political science department at Ouachita Baptist University in
Arkadelphia in 1978. McDougal had left the school to go to work for Clinton, a
longtime friend, after he won his first race for governor.

Arkadelphia orthodontist Tommy Roebuck, an Democratic activist, also said
he didn't think McDougal's candidacy would go anywhere but was glad he was
making the effort.

““It's been real good for him,'"' said Roebuck, who has been helping
Bradford's primary campaign. ~“He has a goal now. It gives him something to
do.'?

(EDITORS: STORY CAN END HERE)

In recent years, McDougal has been a near-recluse. He suffered from manic
depression and circulatory problems that led to a stroke. His Madison Guaranty
Savings and Loan failed in 1989, and he subsequently faced trial on bank fraud
charges. He was acquitted in 1990 and now lives on Social Security disability
payments in a trailer at the edge of Arkadelphia.

Roebuck and Bradford said they have noticed that McDougal had seemed
happier recently.

Bradford spoke with him at one campaign appearance. ~“He said in passing,
“I'm just out here having a good time,' '' Bradford said.

A McDougal friend agreed.

"I think he's having fun with this,'' said Ron Addington, an Arkadelphia
property manager and Democratic candidate for state representative. He and
McDougal became friends 20 years ago when McDougal was teaching at Ouachita
Baptist and Addington was teaching at nearby Henderson State University.

McDougal has said he resented attacks on him and the Clintons by East
Coast political groups and media.

" "They really made a mistake screwing me,'' he told USA Today, ~ ~“because
I'm a kamikaze.'"'

He said the McDougals ~~“have historically been a very contentious clan of
people'' who ~“never really quit.''

And McDougal's Little Rock attorney, Sam T. Heuer, told The Arkansas
Democrat-Gazette: ~“It would be refreshing to have someone in Congress who
would call an ace an ace and a spade a spade.''

Roebuck and Addington said they had not heard any criticism of McDougal
over the Whitewater developments or the failure of Madison.

*“I personally don't feel that he did anything wrong,'' said Roebuck. ~"It
hit the savings and loans all over the place.''

Addington said that during his own campaign appearances, people ask him
more questions about McDougal than about any other candidate for office in the
district.

So what does that mean for May 247

“"I don't have a clue,'' said Bynum Gibson, the state Democratic chairman
and a lawyer in the southeastern delta town of Dermott.

"TI take all candidates seriously. I would advise everyone else to do
that, as well.'!'

X X X

An archive photo of McDougal filing for Congress is available from the KRT
Photo Archive through PressLink dialup via Macintosh computer. For
information, call 1-800-435-7578 or (202) 383-6099.
=END-OF-AUTOBREAK (1) -

-AUTOBREAK (2) -FOLLOWS
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BY TERAY LEMONS
Omviscast-Gasore Wasringion Busesw

EE WASHINGTON — Republi-

s«<ans continued their push Tues

"Ilu for congressional hearings

.3m the Whitewater Develop-
“*ament Corp. affair, while Senate
Men haggled over the formal.
o "Henrlm are the only way
get straight answers,” said
All‘aue D'Amato, R-N.Y.

;_. Senate Minority Leader Bob

le, R-Kan,, signaled a cha
hh puuhn%:: InI?-
ing the heuiau could be
eld in the Senate Banking

{ttee. For m!thr:l weels,

creation
1 with bers from
:lmr-l commiltees,

But Senate Majorily Leader
Georn Mitchell, D-Maine, has
resisted the uutlm of a speeiul
commitiee. Milchell has said he
sees no need to hold hearings
oulside the Banking Commitiee.
Dole said the impasse might
be resolved by ex,ndtnf the

but provide senators with
enough lalitude to explore a va-
riety of

President Clinton and first
lady Hillary Rodham Clinton
once were partners with James
and Susan McDougal in White-
vrater, a 230-acre Marion Coun-
Ly real estate dovelopment,

James McDougal alse owned
Madison Guaranty Savings &
Loan Association, which failod
in 1560 at a cosl to axpayers of
at least $47 million.,

Allogations that money was
i1 lly transferred beiween
lﬂ.nn and Whitewater are be-
ing investigated by special coun-
sel Robert Fiske Jr. [is inves-
tigation is based at Little Rock.

Congress agreed last month
to a vaguely worded provision
calling for Whitewater

Since thos, conyressional lead-
ers have been unable to agree
on a time and formoal

Congressional diseussion ol
Whitewater has slowed in re-
cent weeks, Bul Dole said the

GOP keeps up pressure for Whitewater hearings

topic remains a concern.
“It won"l go away,” he uld
“It will be around for a
D'Amato said o nomber of

involviag Whitewater
should be addressed in the

hearings.
“The American people have a

right Lo know,” he sald.
D'Amato's role has become

an issue in the debate over

Mlﬂi?.ﬂnﬁ
in the Banking onulu?eae

would focus attention om the
senater, who Is the commitiee's
ranking Republican. D"Amato
h- faced nmeal questions in

r- h Democrats think
could blunt the GOP's White-
waler attack.
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Conservative fund-raisers
on Whitewater net a trickle

oy otationg

« WASHINGTON — After four

ing Pres-
Moo e nis oy

aliar

deserving impeachment for the

Whitewater Develcpment Corp.

afTair, Floyd Brown closes his let-

ter with a postscript: “Please in-
elude your maximum contribu-
tion to Citizens United.”

A letter signed by Nick Guari-
no calling Whitewater “a pure
:xuistlc:hal‘:? Clintoni aherook is

wice that long — eight pages,

also sl HT:c'cd. e
But the closing is much the

same: Please send money and

sorry, no credit cands.”
Democratic president bat-

tling a scandal — real or inflated
— would seem just the tonic for
conservative ﬁruups that pay
their way — and their Icaders —
by ralsing money through the
mail with urgent-sounding ap-
peals for cash o ight Clinton and
the dreaded Democrats.

Yet Whitewater is proving to
P: :oonew}l?l&h disa tment

me of the controversy's
biggest fans — and fanners. ;

“It is not what I would call a
lurar hot fund-raising issue,”
said Brown, a conservative ac-
tivist who bills himself as the ma-
m medla source of dam in-

on on Whitewater. re
are big lssues, and there are less

m ::rl 1ssues. Whitewater falls into

ess uxiule ory.”

!l'ﬁ\l.';t that mz orivhm arent
The Freedom Alliance, & con-
rvative organization headed by

iorn;er Smi ?:; R-lds-

o, has inclu itewater In
its fund-raising sppeals.

So has Concerned Women of
Americs, a conservative orgagl-
tation that redominant-
1y on abortion and other social
policies but ls trying to raise mon-
ey in appeals about Whitewater.

Never before have I asked
?“ Lo take an aclion like thls,”
everly LaHaye, the organiza-
tion's president, sald in a recent
fund-ralsing letter.

Brown has used Whitewater as

the anchor of a half-dozen Citl-

e

——t

zeas United fund-ralsing letters
in recent months, the most recent
of which asks recipients to “give
me the moral and ethical au-
lhoriml need” to demand Clin-
ton’s Impeachment.

It’s ool the first time Brown
has appointed himself to lead a
conservative crusade. He hel
lead a multimillion-dollar ad ef-

In 1088 designed to make fur-
loughed killer Willle Horton a
household name and Democrat-
ie &r‘uldenu-l nominee Michael
Dukakis appear soft on crime,

It Is Brown's style to unveil
scathing ads but then spend lit-
tle to alr thein. Instead, he hopes
for free medla coverage while he
launches mail fund-ralsing cam-

pal‘ﬂ:.

en he started the Whitewa-
ter effort several months ago,
Brown lamented to some friends
that it was less lucrative than he
had expected.

*T told him it takes awhile for
these things to penetrate,” sald
conservative consultant Craig
Shirley. “There needs to be a psy-
chological presence in the minds
of voters.”

Brown said things have picked
up lately. He declined to say how
much Citizens United's White-
water appeals have generated.

But in one hint that Whitewa-
ter ls no conservative cash cow,
Brown sald Citizens United has

oot its ings

its membership. When a dlrect

mail appeal Is successful, its

tromrl usually rent additional

1ists and “prospect” beyond their

initial ct audience.
Officials of the Conservative

Caucus, another organization that
has launched direct-mail appeals
anchored on Whitewater, says
promising to push for Impeach-
ment hearings has helped its re-
I,um..merprlnim and malling
costs, "we've ra $50,000 Into
the impeachment inquiry fund,”
said Charles Orndoril, a caucus

vice chalrman.

While that is a modest success,
veterans of conscrvative fund-
n d'g{“rho l.z" not lnml;d in

e ewater pros are
skeptical the issue Igltlcot:cahlu
into a major money producer.

Whitewater, th . pelesin
comparison to Sen. Ted Kennedy,
D-Mass,, In liberalism’s heyd
or conservative angst at the wor
of first 1ady Hillary Rodham Clin-
ton and Surgeon General Joyce-
lyn Elders.

“There are far more impor-
Lant, far better issues for conser-
vatives,” said GOP direct mall

uru Richard Viguerie. ~The
intons’ march toward sociallz-
ing America is something more
worth focusing on. Whitewater (s
at this point and time more a dis-
traction pnd side issue.”

Whether Nick Guarino has
made any money off his letter —
which opens with the words
“WHITEWATER COVERUP'" in
one-in¢h print — {s a difficult
question to answer.

Guarino, who acknowledges in
his letter spending some time in
the federal penitentiary for “sup-
rosed white-collar crime.” isn't

isled in apy phone directory in

Arkansas, where he he ran
a successful business when Clin-
ton was governor.
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PM-AR- Arkansas Today,b 0830
McDougal, Leach Exchange Critical Letters

LITTLE ROCK (AP) The territory between ““Dear'' and ““Sincerely'' gets
chilly in the letters Whitewater investor James McDougal and Rep. Jim Leach,
R-Iowa, have written to each other.

McDougal's letter, dated April 16, threatens to sue Leach for libel if he
doesn't "““apologize to the people of Arkansas'' and "“withdraw (his)
slanderous remarks against the president and me'' within 10 days.

Leach's letter, dated April 19, accuses McDougal, a Democratic candidate
for Congress, of playing politics in criticizing him,

The congressman attached a stack of documents that he contends support the
view that McDougal's real estate venture with President Clinton and Hillary
Rodham Clinton ended up costing taxpayers money by contributing to the failure
of Madison Guaranty Savings and Loan, which McDougal owned.

Leach has been the leading House critic of the Clinton administration's
handling of the Whitewater investigation.

Special counsel Robert Fiske Jr. is investigating Whitewater Development
Corp., which the Clintons co-owned with McDougal. Fiske is investigating
various matters, including allegations that money from the now-defunct Madison
Guaranty was improperly funneled into Whitewater or into a Clinton
gubernatorial campaign fund.

Madison failed in 1989 at a cost to taxpayers of at least $47 million.

McDougal and the Clintons maintain that they did nothing improper.

McDougal's letter blasts Leach for allegations Leach has made about
Whitewater in the House, in the press and in ~“bogus documents'' he said
Leach's office has distributed to the press.

-

====> Two Killed When Aircraft Goes Down

AUGUSTA, Ark. (AP) Federal investigators are trying to determine the
cause of a light-plane crash that killed two men.

The single-engine Cessna 150 crashed about 7:20 p.m. Tuesday evening in a
rice field about two miles northeast of McCrory. The aircraft had been
performing aerobatic maneuvers before the crash, witnesses said.

Woodruff County Sheriff Jack Caperton on Wednesday identified the two men
aboard, who were killed, as Joe Odom, 47, of Morton, and Andy Pulley, 32, of
McCrory.

Odom was a general contractor and Pulley was an engineer who built race
cars and chassis, family members said.

““The plane hit nose first, straight into the ground, with a tailspin,'®
Caperton said. ~“It was a mass of mess.''

====> Juvenile Justice System Needs Reform, AG Candidate Says

PINE BLUFF, Ark. (AP) The adult justice system needs to work more closely
with the state's juvenile justice system, a candidate for the Democratic
attorney general nomination says.

State Rep. Mark Pryor on Wednesday proposed a revision of the juvenile
justice code to make that possible.

Pryor is challenging incumbent Attorney General Winston Bryant for their
party's nomination to the post. The winner of the May 24 primary will face Dan
Ivy, the only candidate for the Republican nomination, in the November general
election.

Pryor highlighted his remarks by speaking outside Tommy's Drive-Inn
Restaurant in Pine Bluff, where a man was shot and killed by two teen-agers
last year.

“*On June 7, 1993, a 19-year-old and a l4-year-old robbed this restaurant.
They shot Mike Nowden in the back of the head and killed him in cold blood, '’
Pryor said.

*“The older murderer is currently on death row. The juvenile will be
released when he turns 18. That is not justice. It shouldn't have happened and
it shouldn't ever happen again. If you commit a violent crime with a gun, you



BC-KIDSASK lifestyle editors:R:DE
The story behind the Whitewater case

(May be of interest to AT-RISK readers; see end of story.)

By Nancy Laughlin and Cathy Collison

Knight-Ridder Newspapers

Q. What exactly is the Whitewater scandal? Josh Hubbell, 14.

A. Scandal can mean talk of something that is embarrassing, wrong and
makes people feel ashamed. Not everyone believes the news about Whitewater is
a scandal.

President Bill Clinton and his wife, Hillary Rodham Clinton, have said
they did nothing wrong and haven't tried to hide anything. To date, no one has
been charged with any crime.

The name Whitewater refers to a company called Whitewater Development
Corp. The Clintons formed the company with a friend, James McDougal, in 1978,
when they lived in Arkansas. The company planned to build vacation homes in
the mountains.

In 1992, the Clintons sold their part of the company to McDougal.

Here's why it is in the news now: A person called a special counsel, a
lawyer who is appointed by the attorney general to do one specific task and
do s not work for the president, is investigating to determine whether the
Clintons did anything wrong.

The investigation concerns two main questions:

Did the Clintons and McDougal, who owned a savings and loan company, do
something unfair or illegal when they owned the land company?

Since coming to Washington, have the Clintons and their aides run
a cover-up have they tried to hide things and stop people from finding out
more about the land deal?

To answer those questions, investigators are trying to find out whether
the Clintons got any money from McDougal in a way that was unfair or against
the law. They're also looking into why some documents were shredded. People
who work for the Clintons say shredding paper is just a normal way to get rid
of old files.

XXX
(When kids ask, you can answer! ““Why Is a Barn Red: The Little Book of

Big Questions'' includes the best questions and answers from the Detroit Free
Press' popular ~“News for Young Readers'' column. Kids and parents can have
fun and learn about the president, the White House, weather, animals,
geography, sports, health, the environment, holidays and much more. The book
is available by calling 1-800-245-5082 between 8-5 weekdays and charging it on
VISA or MastercCard. Or enclose a check or money order payable to Detroit Free
Press: $6.95 per book, with $2 for postage and handling to: Send to Why Is a
Barn Red?, P.O. Box 441340, Detroit, Mich. 48244-1340. Allow 10-14 days for
delivery.)

XX X

(AT-RISK READERS: KRT News Service wants to help newspaper editors
identify stories that may be of interest to “‘readers at risk'' (people that
newspapers are at risk of losing as readers: young people, women,
African-Americans and Hispanics). These stories can be identified by note
(AT-RISK) at top of story.)
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PM-IN--Eller-Town Meeting, 340
Clinton Press Director Considers Indiana Town Meeting

GREENCASTLE, Ind. (AP) One of President Clinton's trademark town meetings
may be staged in Indiana.

Jeff Eller, the White House communications director, scoped out the state
Wednesday during a visit to DePauw University. He didn't name any possible
sites for the president to answer questions from an audience of citizens.

Eller said Clinton is growing tired of discussing Whitewater, a failed
real estate investment he and first lady Hillary Rodham Clinton made several
years ago in Arkansas.

““They think they are being held to somewhat an unnatural standard,'' said
Eller, who handles the media outside Washington.

Eller helped organize the first lady's news conference last Friday, in
which she defended her investments in Whitewater and the commodities markets.
He set up the meeting with reporters in a White House dining room, with Mrs.
Clinton seated in a chair with no table in front of her.

*“*She's not the president so she doesn't get the podium,'' which has the
official presidential seal on it, Eller said.

““The first thing is, what is she most comfortable doing? What do you want
to accomplish? And we told her to answer the questions, don't dodge them and
answer them fully.''

Eller said he and other White House staffers spoke to the president after
he lost his patience with audience questions about Whitewater at a Charlotte,
N.C., town meeting.

"I was one of three who had a frank conversation with the president,''
Eller said. The advisors made it clear they were ~“less than pleased with his
tone and with his answers.''

Eller said the White House does not select the audiences and the questions
aren't prepared in advance. A local television station agrees to host the
program and helps the White House choose a topic.

But if a station offered to host a town meeting for Clinton to address
only Whitewater issues, ““we probably would have a scheduling conflict,''
Eller said.
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BC-AR--McDougal, 0410

McDougal Challenges Republicans to Whitewater Debate
Eds: First moved for Sunday AMs

AP Photo LR101
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By JULIE STEWART= Associated Press Writer=

LITTLE ROCK, Ark. (AP) President Clinton's partner in the Whitewater land
development deal ha s challenged three Republican congressmen to a nationally
televised debate.

James McDougal of Arkadelphia, a Democratic candidate for Congress, said
Saturday he wanted to debate Clinton's leading Whitewater critics: Rep. Jim
Leach of Iowa and Sens. Robert Dole of Kansas and Alfonse D'Amato of New
York.

"I will show the American people what bums and phonies these Republicans
are,'' McDougal said at a news conference at his lawyer's office.

““He should debate his congressional opponent,'' said D'Amato spokesman
Frank Coleman. ““Mr. McDougal will be able to tell his story at Senate
Whitewater hearings.''

D'Amato said Friday that Senate Republicans will demand a vote this week
on a resolution to specify a starting date for Whitewater hearings.

McDougal also said he would sue Leach for libel and defamation of
character. Leach spokesman Joe Pinder declined comment. A spokesman for Dole
could not be immediately reached for comment Saturday.

Special counsel Robert Fiske Jr. is investigating Whitewater Development
Corp., which Bill and Hillary Rodham Clinton co-owned with McDougal and his
former wife, Susan. Fiske's probe includes allegations that money from the
McDougal-owned Madison Guaranty Savings and Loan of Little Rock was improperly
funneled into Whitewater or into a Clinton gubernatorial campaign fund. Grand
juries in Little Rock and Washington have heard testimony in the probe.

Madison failed in 1989 at a cost to taxpayers of at least $47 million.
McDougal and the Clintons say they did nothing improper.

In April, McDougal had asked Leach to apologize to him, Clinton and the
people of Arkansas after Leach said Whitewater cost taxpayers money by
contributing to the failure of Madison Guaranty.

Leach refused, saying he is obligated to ensure accountability for
taxpayer losses at failed thrifts.

McDougal said his suit against Leach would be filed May 12. He said he
would seek legal fees and $1 for each of Arkansas' more than 2 million
residents, with the money going into the state treasury.

McDougal, state Sen. Jay Bradford of Pine Bluff and state Rep. John
Parkerson of Hot Spring are running for the Democratic nomination in Arkansas'
4th Congressional District. Incumbent Jay Dickey of Pine Bluff is unopposed in
the May 24 Republican primary.
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PM-Rose Under Siege,1016

Inside a Staid Firm Shaken by Whitewater Barrage

Eds: Also in Monday AMs report; moved in advance April 27 as b0318
AP Photo NY381 of April 28

By DAN SEWELL= Associated Press Writer=

LITTLE ROCK, Ark. (AP) Past the conservative brick exterior into a
contemporary style lobby. Through corridors peppered with Arkansan paintings.
Down to a swimming pool built when the building was a YWCA. Then, out for a
view of Hillary Rodham Clinton's former law office.

A pause to point out the former office of the late Vince Foster.

Then, a tight smile.

““These are the steps the people were praying on last weekend,'' said
Ronald M. Clark, managing partner of the Rose Law Firm, recalling a recent
demonstration by anti-Clinton protesters. “~I think they chose us because they
thought they would get TV coverage.

““Which they did.'!

These days, the attacks come from many directions at the staid law firm,
which calls itself the nation's oldest west of the Mississippi. It traces its
roots to 1820 territorial days and its name to a former American Bar
Association president, Uriah M. Rose.

"“Proud of its long history and tradition,'' as the Rose firm says in a
brochure, it is shaken by the Whitewater barrage.

Virtually all the work done here by Mrs. Clinton and former partner Webb
Hubbell, who last month resigned as the Justice Department's No. 3 official,
now is under scrutiny. Questions also linger about the apparent suicide of
Foster, a Rose partner who was deputy White House counsel until his death last
July.

The firm has been defending legal work going back a decade and trying to
disprove allegations that it shredded sensitive documents. It also grasps for
normalcy as several employees leave to testify before a grand jury and federal
investigators arrive to work in some 10 rooms filled with relevant documents.

Clark, 39, a tax attorney, said Rose is cooperating fully with regulators
and special prosecutor Robert Fiske, who are probing the broad sweep of
allegations that grew from President and Mrs. Clinton's Whitewater land
venture with the head of a failed savings and loan.

Some of the exposure has been painful.

""The ones that upset more than anything concern the reputation of the
firm, where they're attacking our credibility and our truthfulness,'' Clark
said. ““Our reputation was the opposite.'!

Clark answered questions for two hours in a rare interview in his
first-floor corner office, from which he often spots camera crews approaching
through the parking lot. His computer beeps frequently with telephone
messages from reporters, at times numbering 60 a day.

Lean and bespectacled, Clark was unruffled, although he did grin
sheepishly at a suspicious mispronunciation. He referred to Rep. James Leach,
the Iowa Republican who is Congress' most vocal Whitewater critic, as
““Representative Lynch.''

""Oh I see Leach. I'm sorry,'' he replied when asked if that was
intentional. ~“No, not at all. A Freudian slip, maybe.'!'

There has been speculation that the Whitewater affair will wear away at
this bedrock of Arkansas' legal community.

"I don't think the publicity has been good for them,'' said Alston
Jennings Sr., of the rival Wright, Lindsey, Jennings firm. ~°I don't know
whether it's hurt their reputation good people and good lawyers.'!'

The president of the Arkansas Bar Association, attorney Lamar Pettus of
Tfayetteville, said Rose's reputation for high ethics and professionalism
remains strong.

As for losing clients, ~"about the only way that you can judge that is
just wait and see,'' Pettus said.

““We haven't noticed any difference,'' Clark said. ~“You never know about



the call you didn't get, obviously, so I can't gquantify that. But our clients
have been extremely supportive.''

There may be anxiety and frustration inside the firm, Clark said, but no
internal battles are raging. However, he and the nearly 60 other attorneys are
upset about apparent leaks that have occurred despite a strict policy

prohibiting interviews on Whitewater.
There's no ~“wasted effort'' tracing the leaks, he said, although culprits

face unspecified punishment. Two couriers who told of shredding recently left
the firm. One said he felt uncomfortable remaining at Rose, but said they both
quit voluntarily.

A year ago, the Clinton presidency seemed to offer a bright new era for
Rose, with four partners Mrs. Clinton, Hubbell, Foster and White House lawyer
William Kennedy heading to Washington for key administration roles.

The firm even opened a Washington office, but Clark said Rose has never

been a politically minded firm.
"I think we knew in our heart that we have always been and always will be

an Arkansas law firm,'' he said. ~“We didn't anticipate any big boon. We
didn't go out and recruit a bunch of new people to handle all this new work
that would be coming in the door.''

Even in Arkansas, Clark insisted, having the governor's wife as
a partner brought mixed results. The firm turned away some business because of
ethical conflicts and probably both lost and gained business depending upon
clients' opinions about the Clintons, he said.

Most Rose employees lamented losing four major producers to Washington,

Clark said.
And beginning with Foster's death, much of the impact from Washington has

been bad.
““Vince is a very difficult subject, only because of the circumstances

surrounding his death,'' said Clark, recruited by Foster out of the University
of Arkansas law school. "It was the biggest tragedy for all of us to come out

of this. ... We miss him."'
By now, the Rose firm is braced. It has hired its own counsel, the

Houston-based firm of Vinson & Elkins, for the long months of questions and

examination ahead.
“"At some point, this will come to an end,'' Clark said. ~“When this ends,

I think the firm will still be here, and still be healthy.''

EDITOR'S NOTE Dan Sewell is the AP's Southeast regional reporter, based
in Atlanta.

bl filed by:APE-(--) on 05/02/94 at 00:27EDT #*%*%
*%%* printed by:WHPR(JEL) on 05/02/94 at 09:07EDT #%#%#



-

i :. Jl

By Micast MoraisoN

Former Arkansas Attorney General
Steve Clark faces a mew trial later this
year in Little Rock on charges that he owes
the state more than $18.000. In 1990, Mr.
Clark was convicted of **felony theft by de-
ception” for putting nonbusiness enter-
tainment charges on his state credit card;
he was driven out of politics and dis-
graced. Four years after his conviction,
the state of Arkansas has decided it wants
another piece of him.

Mr. Clark’s downfall opens a window on
the incestuous political culture out of
which President Clinton’s current White-
water troubles emerge. The story begins in
late 1989, when Mr. Clark staked out his op-
position to then-Gov. Bill Clinton and the

Stephens Inc. financial empire in a dra- :

matic speech to the board of the Arkansas
Development Finance Authority (ADFA).
The board was meeting to consider a bond
issue to finance the sale of Arkansas nurs-
ing homes to Texas financier Bruce White-
head. A similar deal in lowa, involving Mr.
Whitehead and the Rose Law Firm, would
soon be raising concerns of profiteering.
‘Odorous Bond Deal’

Specifically, the ADFA board was con-
sidering & $75 million bond issue for the
sale of 32 Arkansas nursing homes, owned

by the Stephens-controlled Beverly Enter-
prises health care giant, to Mr. White-
bead. Mr. Clark, readying a bid to chal-
lenge Gov. Clinton for the Democrat gu-
bernatorial nomination, told the board he
had been offered a $100,000 bribe by a
“‘Beverly-Stephens representative” to

withdraw his criticism of the deal. In a -
speech, Mr. Clark condemned

biistering

Stephens Inc. for “arrogance of wealth™
and Gov. Clinton for “arrogance of
power.” .

Investments bought 41 nursing homes for

i,

Anothér-Akr‘ka‘nsas "Sqle’

$57 million. Them.;ws;ere then immed:-
ately purchased by a tehead-controlled

t tion, Mercy Health Ini-
tiatives, for $63 million, with money bor-
rowed from the state under an $26 million
bond issue.

The deal netted Mr. Whitehead and the
bond underwriters up-front profits of more
than $15 million and gave Beverly a cash
infusion of about 510 million, according to
meDaMoinesRegisler.mausemrg
made “hundreds of thousands of dollars.
estimates Little Rock financial adviser
Roy Drew. Unfortunately, the deal also
saddled Mercy Health with millions in
debt—Mr. Whitehead soon fled the organi-

zation—and raised the cost of L care
by 14%, according to a study by lowa au-
thorities.

Towa Judge Gene Needles later ruled
that Mercy was a “shell nonprofit corpo-
ration” used “‘to make millions of dollars -
of excessive profits.” He called the deal
‘“‘unconscionable.” An lowa lawyer hired
by the state to investigate the deal, Frank
Pachacek, told the Washington Times that
it was *"the worst case of profiteering™ he
had seen in 20 years.

Mr. Whitehead and Mr. Kennedy hoped

to pull off a virtually identical transaction
in Arkansas, where Stephens exerted pow-
erful influence. Stephens executives had
good reason for confidence that the pub-
licty funded deal would come together
without a ripple. Two ADFA board mem-
bers were employed by Stephens-con-
trolled organizations. The politically hy-
per-connected Rose firm, which counted
Stephens among. its major clients, was
shepherding the arrangement. And Gov.
Clinton himself retained final authority
over all ADFA bond issues.

(It wasn't until years later that the
Arkansas public learned that Rose was
handling the bond deal, the fiction being
advanced at the time that former Rose
managing partner Joseph Giroir was rep-
resenting Beverly. But documents show
that Rose was stage-managing a transac-
tion that could have brought them $500,000
in fees. In a May 9, 1989, letter to Mr.
Whitehead regarding “the sale of facili-
ties in Iowa and Arkansas,” William
Kennedy III wrote that he was “awaiting
instructions from the appropriate Beverly
personnel.”)

The bond issue sailed through an initial
ADFA board meeting, then started to come
undone when the underwriters withdrew
and the Arkansas Democrat newspaper,
prompted by longtime Stephens critic Roy
Drew, began a tough series investigating
the financing of the deal. At a second
meeting, under growing public pressure,

the ADFA board decided to delay final ap- _

proval. An angry Bruce Whitehead then
challenged the ADFA board president to a
fistfight. At the third and final meeting. on
Dec. 20, 1989, Steve Clark's bombshell an-

g
g

é
g
:
|
i

LA LR P L

for Mr. Clark’s gubernatorfal Gaipaign.-

Mr. Brui ! noted that 1 d the
same time that Mr. Clark heard from Mr.
Jones, he also received a phone call from
Stephens Inc. chairman and Arkansas
kingmaker Witt Stephens, “to suddenly
tell him that he was his ‘boy for gover-
nor.” ” What a coincidence. “T bet Clark is
not Mr. Witt's ‘boy for governor’ any-
more.” Mr. Brummett wrote.

Soon. Mr. Clark would not be anybody's
boy for anything. Officially entering the
gubernatorial race a month after the Bev-
erly debacle, Mr. Clark was considered
Bill Clinton's most formidable opponent.
Within weeks, however, he would be ru-
ined—a victim it seems of both his political
enemies and his own extravagance. ¥

Within days of his announcement of a
challenge to Gov. Clinton, Arkansas news-
papers ran a story detalling the travel and
dining expenses of state officers. Attorney
General Clark led the way, with over
$60.000 in expenses. Some of Mr. Clark's
expenses were legitimate. The attorney
general's salary was only $26,000, with a
$15.000 public-relations supplement.

But what appeared to be a mid-
dleweight political embarrassment turned
into a disaster when Mr. Clark's alleged
dining partners started phoning the
Arkansas Gazette to deny their having
dined with him. The first person to contact
the Gazette was a major Clinton fund-
raiser, Marilynn Porter. The first person
called by the Gazette was Judge Richard
Amold. an FOB currently on the short list
for the Supreme Court. Both denied having
dinner with Mr. Clark. Ms. Porter would
later testify that she had been called by
Bruce Lindsey, then Mr. Clinton's cam-
paign treasurer and now a senior White
House aide, who drew her attention to the
article. When she asked what she should
do, Mr. Lindsey suggested she contact her
lawyer, Rose partner and FOB Webb
Hubbell.

Despite apologies and payments to the
state of more than $4,000, Mr. Clark was
finished. the object of suspicion and
ridicule. A few months later, he was in-
dicted on felony theft charges, accused of
stealing more than $8,000 in state money
by putting personal charges on his state
credit card. He was convicted and ordered
to pay a §10,000 fine, plus court costs.

Lobbyist Earl Jones, meanwhile, was

bility. Mr. Jones's attormey successfully
argued that the lobbyist was operating in
atwotrack role as agent for the companies’
invoived in the Beverly buyout and cam-
paign fund-raiser. .
Reignited Interest

Afr. Clark left the state, perhaps seek-
ing o fade into obscurity but courting no-

. came tobe jogging with his former rival. or

m.u‘mﬁaﬂhw'd_&t. ;

- Clintomn’s tenure, Mr. Clark was privy 80 .».. -
sensitive information, somrces LN *
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to the Justice Department, sug- |

gesting that Mr McDougal may |

have manipulated $250,000 in
loans through the S5&L and di-
verted other monies to the cam-

paigns of several Arkansas politi- |

cians, including Mr. Clinton.

The RTC suspected that Mr
McDougal diverted depositor
funds from Madison to Mr. Clinton
using overdrawn accounts and
Madison-approved loans. The
agency also recommended a pos-
sible prosecution into reports that
Madison funds had been illegally
diverted to Whitewater.

Mr McDougal, who has long
since traded in his posh Little
Rock home for a trailer in Arka-

delphia, has denied any wrong- |

doing. His lawver, Mr. Heuer, said

he expects his client to be indicted |

in the Whitewater-Madison probe.

Mr. Fiske, appointed special
counsel on Jan. 20 by Atmorney
General Janet Reno, has said he
expects to take testimony from Mr.
McDougal, Mr. Clinton and Mrs.
Clinton under oath.

Under guidelines established
by Miss Reno, Mr. Fiske has the
authority to investigate whether
“any individuals or entities com-
mitted violations of federal law”
including Mr. and Mrs. Clinton and
others involved with the couple
through Madison and Whitewater.

The guidelines also give Mr
Fiske the authority to look into
Capital-Management Services
Inc., a Little Rock lending agency
that gave a $300,000 Small Busi-
ness Administration (SBA)guar
anteed loan to Mrs. McDougal.

Capital-Management's presi-
dent, David L. Hale, a former Lit-
tle Rock municipal judge who
pleaded guilty last month to un-
related SBA fraud charges, has
said Mr. Clinton pressured him for
the loan. About $110,000 of iteven-
rually found its way into the White-
water account.

Mr. Fiske, according to the

guidelines, also has the authonry |

to investigate “other allegations or
evidence of violation of any fed-
eral criminal law by any person or
entity” that might surface duning
his investigation.

Febroary 7, 1385 -
T Governor 8111 Clintan
FROM; Jim wedougal

Cathy called yesterday to ask for my recommendations for two pecple
sa f1]1] the vacancies on tha State Savings and Lean Beard.

Far t8e 1ndustry position from the 2nd Cangressional Dlstrice, |
recemrend John Lathas, wno |§ chairman of the board of Madison
Zuaranty Savings and Loan Asgocliation. Mr. Lathas 1% a CPA and &
licensed attorney. He I3 & major ceniributor to x:cur campaign, Hig
szard Af directors 13 301 Black, giving Ris lastitution the lirgest
=irarity representation of any financial institutlion In the state,

Far the cansumar position from the dth Congressional Olstrict, |
receoreng Or. Jerry tencall of Canden. Or. Kendall 13 a popular
figure at Camden, HI1 wife, Nancy from Magnalia, I3 videly and
favoradly tnow. Thelr complete support of your administration i3
4 certainty.

Bill, »e are down to only about 15 stite chartered tavings and
foan Institutions and | 4 aboul the only one arcund who has” any
interest (A thls board,

JRM/33

July 11, 1988

b 1 <ohn Latmis

es: Jls MeBougal

This la pestanly a good tlae to take in some S-year
IONEY SheaP. at'd SL36u33 rataes,

- 19 T TeEd 13 fw everyiRNing you “avae senging talara

sne fecurities Cozstaaten aa [ inmteng t3 gat with Aillary

tw Zayy.

'u'ernos by James 8. McDougal show he was mvoivsc with than- ﬁov Blll
Clinton and Hillary Floaham Clinton 1= are~ ;
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The avenging
angel Fiske

As administration officials start clearing one
another, the prosecutor sifts the evidence

obert Fiske, the special counsel

investigating the Whitewater af-

fair, has always been liked wher-
ever he worked. In fact, lawyers who
served under him when he ran the U.S.
attorney's office in New York in the
1970s still gather for reunions at which
they pay tnbute to their former boss. At
one, they jokingly compared the mild-
manncred Fiske with his flamboy-
ant succes-

JUSTICE
= ;Sfoﬂw on
daunfing. Here's why:

sor. Rudoiph Giuliani. now mavor of
New York Whereas Giuhan made it g

Poor, Fieke y staft

» aoud be the

ne Ira
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There's no way to know whether
Fiske will leave behind such good feel-
ings when he finally finishes his work on
Whitewater. But last week, the heat di-
minished for some top White House
aides under the special counsel’s scruti-
ny. Roger Altman, the deputy secretary
of the Treasury Depaniment, broke his
silence on just what happened when

White House officials called over to

the Treasury Department about the
Whitewater affair. Altman told
U.S. News columnist Gloria Borger
that none of his White House col-
leagues ever tried to impede the
Resolution Trust Corp.'s investi-
gation into Madison Guaranty
Savings & Loan—the Arkansas
thrift that is at the heart of the
Whitewater scandal (“On Poli-
tics,” Page 26).

Clearing the air. Altman clan-
fied questions surrounding two
controversial phone calls from
the White House to the Trea-
sury Department. In the first
call, placed on February 25,
top Clinton aides George
Stephanopoulos and Harold

Ickes chided Altman-—who
doubled as acting head of the

RTC—for recusing himself

from oversight of the RTC

probe of Madison without
first informing the White

House. There is nothing ille-

gal or untoward about that.

But some officials have been

that same conversation. then asked
Altman whether Juy Stephens. a prom.
nent Republican hared py the RTC w0

d Gvit clums against Madison

quoted anonymously as say- |
ing that Swephanopoulos and Ickes. in -

ton whea the president fired all the
USS. attorneys, including Stephens, in
the early days after he came into of-
fice. Stephanopoulos and Ickes have
denied making such an inquiry of Alt-
man. Altman says Stephanopoulos and
Ickes never “did anﬁhinﬁ wrong." .
Altman also sheds light on a second
phone call. This one oc-
curred the same day
and took place between
Stephanopoulos and
Treasury Department
Chief of Staff Joshua
Steiner. Altman has knowl-
edge of the conversation be-
tween Steiner and Stephanopou-
los, even though he was not a
direct to it. The question
about call is whether Stepha-
nopoulos merely, in his words,
“blew off steam™ about Stephens's
hiring or whether he pressured
Steiner to dismiss Stephens, a former
GOP U S. attorney and ongoing Clinton
critic. [n this conversation, too, Altman
says “‘nothing improper occurred.”
Sources confirm a New York Times re-
port that Steiner himself told Fiske's
and jury that he felt no pressure from
tephanopoulos to stymie Stephens's
work
Clearly, Altman's comments were de-
signed to reduce the unhappiness with
him inside the White House. In recent
days, White House staffers have been
furious at Altman, accusing him of be-
ing the source behind damnfmg stories
about Stephanopolous and Ickes in an
effort to save his own hide. “I don't
want to believe that he'd do that,” sa
a Clinton insider who had touted Alt-
man to be White House chief of staff
one day—or the next Treasury secre-
tary. Altman has steadfastly denied
those whisperings. With his comments
to U.S. News, Altman may have hoped
to begin his own rehabilitation.
Altman’s words not only help Ickes
and Stephanopoulos but also boost the
fortunes of Bernard Nussbaum, whose
tenure as White House counsel ends
this week. Some attorneys now in-
volved in the Whitewater affair have
been pointing fingers at Nussbaum, in-
timating that he tried to persuade Alt-
man—a longtime friend of President
Clinton's who is greatly admired
for his political skills=not to re-
cuse himself as head of the RTC.
If Nussbaum had tried to keep a
itical crony of the president n
[ the RTC investigauon in

ruchon of
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from recusing himself. “Nobody ever
asked me not to recuse mysell, includ-
ing Bernie Nussbaum.,” he says.
“Probably OK.” Even without Alt-
man's defense, it is hard to see how
Fiske would be able to bring an obstruc-
tion of justice charge against
“  Stephanopoulos or anyone clse in
the White House based on the
evidence that has surfaced so far.
The relevant statute in determin-
ing an obstruction of justice
charge is the now famous Title 18.
Section 1505 of the U.S. Code,

-
o 7/ which targets someone who “cor-
™ ¢/ ruptly, or by threats or force ... en-

5 M deavors to influence, obstruct or im-
S pede the due and proper administration
of the law."” Section 1505 doesn't men-
tion the word “intent,” but legal experts
say that it is essential to prove that
someone intended 1o obstruct justice to
secure a conviction. “From what I can
tell of [Stephanopoulos’s calls] —and I
don't know more about it than ['ve
read —it's probably OK.” says one for-
mer White House counsel.

U.S. News has also learned that the
hiring of Stephens was not the work of
GOP holdovers in the RTC as the presi-
dent has implied. Sources familiar with
the hiring say it was based largely on
the work that Stephens's
firm - San Francisco-based
Pillsbury Madison & Su-
tro— had done for the RTC
P/ in the past. It is also true,

however, that the RTC
reached out to Pillsbury be-
cause of Stephens himself,
whose name was submitted on the
law firm's bid for RTC business.
While upper-echelon administra-
tion figures seem to be digging their
way out from under suspicions that they
might have obstructed the RTC probe
of Whitewater, other questions remain.
Republican Rep. Jim Leach, for in-
stance, has raised unresolved questions
about whether investigators in the Kan-
sas City office of the RTC were pres-
sured by superiors to skew their inquir-
ies. Beyond that, there are still many
questions about the side of the story
that relates to the Clintons' finances
during their days as investors in
Whitewater (box, Page 24). New allega-
tions surfaced late last
o week when the Wall Streer
Jowmal reponed that a 1992
audit of the Clintons
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By Jerry Seper

WASHING TON TIES

An attorney for the Resolution
Trust Corp. (RTC), which is look-
ing into accusations of conflict of
interest and overbilling at Little
Rock's Rose Law Firm, said yester-
day the agency will ask a federal
court to force the law firm to turn
over its client list.

Patricia M. Black, general coun-
sel for the RTC's Inspector Gen-
fallod 0 prodiacs the bt by &

to t ist a
Wednesday deadline set in an
April 18 subpoena. As a result, the
government will ask the US. pn-
trict Court in Little Rock to compel
compliance.

‘The Rose firm, where first lady
Hillary Rodham Clinton and for-

mer Associate Attorney General
Webster L. Hubbell were senior
partners, filed a lawsuit on Tues-
da\r seekin lﬂ:l:'lm.ﬂem iuju.nu-
tion to avoid

firm said the government requul
was “grossly overbroad” and vio-
lated attorney-client privilege.

The government wanits a list of
clients dating back to Jan. 1, 1985,

Ms. Black said an RTC request
to the court that the client list be
released will be included in the
government's response lo the Rose
firm lawsuit, although she said
federal authorities had not yet
been served.

The government does not con-
sider the client list to be confliden-
tial or privileged, and is expected
to argue that the federal subpoena
is within its authority. Last year, a

law firm in Texas refused to com-
E:r‘wlth a similar su but

its bid to keep the list secret
when the RTC took the matter to
court.

“We will simply respond to the
lawsuit and ask that the subpoena
be enfo ;' Ma. Black said.

Ronald M. Clark, Rose manag-
ing partner, did not respond to tele-

calls to his office this week .

comment. He told the Associ-
ated Press, however, the firm did
not believe the government was
entitled to "a wholesale review of
our records.”

“We regret having lo file suit but
the RTC inspector general's over-
broad subpoena seeks disclosure
of information that our clients
properly expect to be kept confi-
dential,” he said.

The RTC, along with the Fed-
eral Depmil Insurance Corp.
(FDIC), is looking into accusations
of billing improprieties by Rose
lawyers and into separate con-
cerns the firm had a conflict of
interest in its 1989 representation
of the FDIC in a lawsuit involving
Little Rock-based Madison Guar-
anly Savings and Loan Associ-
ation.

Federal law enforcement au-
thorities said investigators want
the client list to examine other bill-
ings made by the firm on govern-
ment contracts and to scrulinize
its dealings with clients lied o sep-
arate linancial institutions,

The overbilling accusations
center on Mr. Hubbell, who re-
signed his Justice Department
post last ionth. Investigators are

looking into bills Mr Hubbell
signed for work he says he did on
government’ contracts involving
hundreds of thousands of dollars.

Investigators also are looking ut
a possible conflict of interest in-
volving Mr. Hubbell and the late
White House Deputy Counsel Vin-
cent W. Foster Jr., another former
Rose senior partner whose July 20
death has been ruled a suicide.
Investigators have focused on
whether Mr. Hubbell and Mr. Fos-
ter made false statements to reg-
ulators in an effort to gain govern-
ment contracts.

The Rose lirm was paid
$400,000 to represent the FDIC in
1989 in a case involving Madison,
four rs after Mrs. Clinton had
represgnted the S&L before state

RTC to press court to obtain Rose firm’s full list of clients

regulators who were trying to shut
it down as insolvent,

Maudison was owned at the time
by James B. McDougal, who was a
partner with Mrs. Clinton and Gov.
Bill Chinton in a northern Arkan-
sus real estate venture known as
Whitewater Development  Corp.
The thrift was closed by federal
regulators in 1989 at a cosl to tax-
payers of $50 million,

The S&L is the focus of an on-
going investigation by White-
water-Madison special counsel
Robert B. Fiske Jr, who is looking
into accusations that Mr. McDou-
gal illegally diverted S&L loans
and used Madison money 1o lund
the campaigns of several Arkan-
say politicians, including Mr. Clin-
ton.

]
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Rose firm fights RTC subpoena

-E T
TR\

The Rose Law Firm, in the midst
of a federal audit into conflict-of-
interest accusations and question-
able billing practices, is fighting
federal regulators over a subpoena
for its client list.

The Little Rock firm, where
first lady Hillary Rodham Clinton
and former ty Attorney Gen-
eral Webster L. Hubbell were
senior partners, has wld investiga-
tors from the Resolution Trust

Corp. (RTC) that it will not comply
with a federal subpoena to hand
over the confidential list.

The firm yesterday filed a law-
suit in US. District Court against
the RTC to block the subpoena,

for full list of clients |

saying investigators from the !

agency'sinspector general's office
had improperly sought the names
og ;isose firm clients dating back to
1985.

Ronald M. Clark, Rose manag-
ing partner. told the Associated
Press that clients expect the
names to be kept confidential.

“The fact that we have done
work for the federal government
does not entitle them to a whole-
sale review of our records unless
they can prove that it's likely to
produce relevant information,” he
said. '

Patricia Black, counsel to the
RTC inspector general. said that
the RTC does not consider a list of
clients privileged. and that the
subpoena is within its authority.

The firm has until the end of
business today to produce the rec-
ords or face a civil enforcement
proceeding in court . '

“If they will supply us with a list
of individuals they wish to know
whether we performed legal ser-
vices for, we will certainly answer
their request.” Mr. Clark said.

Two Rose lawvers said vester-
day the partners believe the client
list is privileged information and
the subpouena is an effort o “co-
erce” the firm into turning it over.

The RTC, along with the Fed-
eral Depost In~urance Corp.
(FDI1C 1. is looking mto accusations
of bilimg improprieties by Rosc
firm lawyers and into separate
concerns that the firm had a con-
flict of interest in its 1989 repre-
sentation of the FDIC in a case
involving Madison Guaranty Sav-
ings and Loan Association.

An RTC official said the sub-
poena. issued April 18, properly
sought records showing the names
of .vany individual, partnership,
corporation, association or other
person or entity to whom the Rose
Law Firm ... provided legal ser-

see ROSE. page Al4

ROSE

From page Al

vices."

The official said investigators
wanted to see other billings made
by the firm on government con-
tracts and to examine its dealing
with clients tied to separate finan-
.cial institutions.

The subpoena seeks the names
of Rose clients between Jan. 1,
1985, and April 15, 1994. It is
similiar to other subpoenas the
RTC has served in separate cases,
all of which resulted in the lists
being made available.

The RTC, which oversees failed
thrifts, and the FDIC, which mon-
itors federal banking systems,
have focused on accusations that

. Mr. Hubbell, who resigned his Jus-

tice Department position last
month, and another Rose firm
partner; Vincent W, Foster Jr., the
White House deputy counsel who
committed suicide July 20, made
false statements to regulators in

‘an effort to gain government con-

tracts. :

If the accusations are true, fed-
eral regulators said the firm could
be banned from future govern-
ment work.

The Rose firm was paid
$400,000 by the government in the
Madison case, four years after
Mrs. Clinton represented the
thrift before state regulators who
‘were trying to shut it down. Madi-
son was owned at the time by
James B. McDougal, who also was
a partmer with the Clintons in
Whitewater Development Corp.

Investigators want to know if
the Rose firm told regulators it
represented Madison before tak-
ing the federal lawsuit in 1989 to
recoup losses in the S&L's col-
lapse, which cost taxpayers $50
million.

Madison is the focus of an on-
going investigation by special
counsel Robert B. Fiske Jr, who is
looking into accusations that Mr.
McDougal illegally diverted S&L
loans and used Madison money to
fund the campaigns of several Ar-
kansas politicians, including Gov.
Bill Clinton.

An RTC report on the charges,
based on fee bills submitted by the
Rose firm and other documents,
made it clear earlier this year that
a conflict of interest did exist, al-
though the report, in accordance
with RTC policy, made no recom-
mendation and drew no conclu-
sion.

A separate FDIC report — !

based on interviews with a num-
ber of those involved, but not a re-
view of available records — said
there was no conflict by the Rose
firm and no reason to recommend
sanctions against it.

That ruling was challenged by
the Senate Banking Committee
and a new review began.

Records show Mrs. Clinton rep-
resented Madison in 1985 when
state regulators, who answered to
her husband, threatened to close it
because of insolvency. She was
paid $2,000 a month by Mr.
McDougal over 15 months to offer
a preferred stock plan as a means
of reorganizing the thrift to keep
it in business.

The plan, based on an audit by
Frost & Co., a Little Rock ac-
counting firm, was never put into
operation. Madison was closed by
federal regulators in 1989, the
same year the Rose firm gained
FDIC legal work targeting Frost.

Mr. Foster told the FDIC in a
letter “the firm does not represent
any savings and loan associations
in state or federal regulatory mat-
ters”
The FDIC lawsuit aimed at the
Frost audit was handled by Mr.
Hubbell. The government charged
that Frost submitted a faulty audit
in support of arguments to keep
Madison in business. It was the
same audit the Rose firm had filed
four years earlier in its defense of
Madison before state regulators.

The lawsuit initially sought to
recover $10 million in damages on
five counts. It was settled out of
court in 1991 for $1 million, less
tlu:g the insurance coverage Frost
held.

. Accusations of overbilling also
centered on Mr. Hubbell. Last
month, investigators went to the
Rose firm for an “entrance meet-
ing” to set up procedures for a re-
view of bills signed by Mr. Hub-
bell. Several hundred thousand
dollars in bills he signed were to be
reviewed by regulators.

A review by The Washington
Times of some of Mr. Hubbell's
bills in the Madison case showed
that on at least two occasions he
charged the government for a full
day’s work at $125 an hour while
he actually was playing golf at the
Country Club of Little Rock.

Lawyers at the Rose firm have
since filed a formal ethics com-
plaint with Arkansas officials
against Mr. Hubbell, whose Jus-
tice Department resignation fol-

lowed reports of his billing prac- |

tices.
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Rose Sues RTC Over Client-List Request

By ELLEN JoaN PoLuock
Staff Reporter of Tue WaLL BTREET JOURNAL

The Ruse Law Firm sued the Resolu-
lion Trust Corp. alleging that the agency s
Irying lo coerce the firm Into turning over
a list of clients golng back nine years.

The Little Rock, Ark., law firm, where
Hillary Rodham Clinton was once a part-
ner, filed its lawsuit
alter the agency ls-
sued a subpoena de-
manding a wide ar-
ray of documenis
reluting o he
firm’s work over the [
past nine years. The [}
thrift agency has
been looking Into al- & |
legations that the =
firm had conflicts of Interest when it
represented regulalors alter the fallure of
Madison Guaranty Savings & Loan in 1989.
‘|I:‘|]||]e RTC is also auditing the firm's legal

8.

The Rose firm has been caught up In
the Whitewaler affair in part because Mrs,
Clinton and another lawyer at the flrm
represented Madison, which was owned by

one of the Clintons® partners in the White-
waler real-eslate investment. Alter Madi-
son was taken over by thrift regulators, the
firm represented regulators In & suit
against Madison’s auditors. The RTC and
the Federal Deposit Insurance Corp. have
been investigating -whether Rose had a
conflict of interest in that litigation.

In Its subpoena issued April 18, the RTC
asked for any "“documents listing the
names of any Individual, partnership, cor-
poration, association or other person or
entity to whom the Rose Law Firm. ..
provided legal services," according to the
Rose complaint. According to Rose manag-
Ing pariner Ronald Clark, the subpoena
gave Rose the option of supplying the

agency with a list of its clients instead. The -

effect, he said, was o “‘coerce us into
preparing a list” of clients between Janu-
ary 1, 1985, and April 15. The deadline
for producing the documents Is today, and
the RTC had threatened to initiate a civil
enforcement proceeding, according to Mr.
Clark.

““We feel that Lhe requirement is over-
broad and irrelevant given the scope of the
Investigation thal we feel Is appropriate,”

Mr. Clark said. He said the list is confliden-
tial and that the firm feels the RTC won't
“saleguard ils conflidentiality. They want
to be able to take it outside our building
‘and we [eel thal's unnecessary."

Mr. Clark said the FDIC also has
requested information aimed at rooting out
potential conflicts and that the firm Is
“comfortable with the procedures imple-
mented by the FDIC, although they have
not been finalized."

Patricia Black, counsel lo the RTC's
Inspector general, said it is “clearly in
our jurisdiction” to seek the names of
Rose's clients. “In order to know whether
there are conflicis it's mandatory to look at
the clients. | don't know how else you do
that."" Ms. Black sald the agency had
sought and received lists of clients from
other law firms. She sald the RTC would
ask “that the court order that they respond
lo our subpoena.”

Ms. Black pointed out that providing a
list of client names doesn’t violate the
attorney-client privilege. But In its law-
sult, filed in federal disirict courl in Little
Rock, the Rose firm suggests that turning
over the list might only be the first step, To

[erret oul any possible cunflicts the ugency
will need "to know what Rose did for each
of those clients,” the Rose complaint
notes. “Al the same time, [the RTC|
acknowledges the attorney-client privilege
prevenls Rose from producing much of
that information."

Both the FDIC and the RTC previously
have investigated whether Rose had cer-
tain conflicts of interest. The questions
involved whether Rose adequately dis-
closed to thrift regulators that It had
represented Madison before the Arkansas
securities department and that the father-
In-law of former partmer Webster Hubbell
was mired in litigation with Madison. In a
report Issued earlier this year, the FDIC
found no evidence of a conflict and "'no
basis to recommend any sanclions against
the firm." L

The agencles reopened their Investiga-
tions at the request of the Senate Banking
Committee. According to the Rose firm's
complaint, the tirm has turned over more
than 60,000 pages of docuymenis to the
RTC and an equal number to the FDIC. In
addition, the firm has provided 62,000
pages of documents to Whitewater special
counsel Robert Fiske. The Rose firm is also
cooperating with a separate RTC Investi-
gation, conducted by a San Francisco law
firm, of potential liability by Madison

officers and prolessionals.

Some Rose partners have bristled at
some of the requests for documents.
“They're asking for things that are totally
irrelevant — privileged information that in
our opinion has nothing to do with White-
waler or Madison,” one lawyer sald. Some
lawyers al Rose alsosaid thal Lhe requests,
especially those of the RTC and FDIC, are
duplicative. “We've asked that they coor-
dinate their investigations, but that has
nol been possible so far,” Mr. Clark said,

Ms. Black said the agencies are coordi-
nating their efforls, but added, “We all
have to meet our own audil standards. We
all have to do our own work.”

Grossman Wins Fee Fight

Los Angeles lawyer Marshall Gross:
man sald an arbitration panel awarded
him $23.2 million in legal fees and interest
after a dispute with his former clients,
owners of the Guess Inc. jeans company.

The award, roughly two-thirds of what
Mr. Grossman had sought, winds up an
unusually contentious and prolracted bat-
{le over atlorney's fees. Under California
law, as in many stales, lawyers whose bills
are challenged must offer their clients an
opportunity lo arbitrate the matter before
proceeding lo a courtroom. If clients
choose binding arbitration, as they did

here, the award can't be overturned except
in rure instances,

Arbitration, usually conducted by a
panel of private judges paid by the parties,
is generally quicker und cheaper than the
stale judicial process. Bul the Guess mal-
ter malched the messiest of public law-
suits. A series of witnesses testified in an
office space arranged (o resemble a court-
room, and nearly 13,000 pages of docu-
ments were produced over the course of the
four-year case.

Mr. Grossman, of Alschuler, Grossman
& Pines, sald he doesn'l know of “‘any
other altorney-fee award in private-party
litigation that's larger than this one.” The
award, first reported by the Los Angeles
Times, included $17 million in unpaid
hourly legal fees and a bonus, plus inter-
est. The arbitrators' 100-page opinion is
confidential.

The lee disagreement centered on one
piece of the patchwork legal past of Los
Angeles-based Guess and the Marciano
family, who had engaged in a six-year
battie for control of the company with the
rival Nakash family, owners of New York's
Jordache Inc. A jury gave the
Marclanos a major viclory in 1989, agree-
Ing with Mr, Grossman that the Nakashes
had fraudulently induced the Marcianos lo
sell them a half ownership in Guess six
years earller. In 1990, as a separate jury
was deliberating about the amount of
damages owed the Marcianos, the families
sellled for an undisclosed sum.

Mr. Grossman Immediately filed a lien
against the Marcianos' settlement pro-
ceeds, contending they owed him addi-
tional money under a wrilten bonus agree:
ment. The Marclanos declined, claiming
that “'the circumstances surrounding the
enlry inlo the bonus agreement were coer-
cive," said their Los Angeles lawyer, Dale
Kinsella. He declined to elaborate.

The arbilralors decided to enforce the
written bonus agreement, which called for
i $10 million lump sum plus 20% of the
damages, but declined to award Mr. Gross-
man additional premiums he requested.

—Amy Stevens contributed (o (his arfi-
cle,

A
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ffal-gse sues RTC, hog;es to block forced di

BY NOEL OMAN
Democrat-Gazetts Capiiol Buresy

Little Hock’s Rose Law

Firm, frustrated by overlap-
ping federal investigations,
fired back Tuesday.
: The firm sued the Resolu-
dion Trust Corp. in an attempt
1o block the agency from en-
foreing a subpoena that would
Fequire Rose to disclose all
clients since 1985.
- The firm and its work for the
RTC, which was formed in 1889
to dispose of the assels of
failed savings and loans, are
Ppart of the wide-ranging inves-
tigation into the Whitewater
Development Corp. controver-
SY.

Rose also has had to with-
stand allegations that ils em-
ployees shredded documents
pertinent to the Whitewater in-
vestigation. Partners deny
1hose allegations.

: The firm, insisting it has co-
operated with several federal

Ron Clzark
investi igations, noted in the
lawsui it that it has produced
more L] han 62,000 pages of doc-
umentts for special counsel
Roberi't Fiske Jr. and almost

thatl many documents for the
RTC and Lthe Federal Deposit
Insurance Corp. )

“Each of those three ... in-
vestigations almost entirely
overlapped,” the lawsuit stat-
ed

The RTC is investigating po-
tential conflicts of interest in-
volving Rose and its work for
the govemment. The subpoena
issued April 18 marked the
fifth subpoena Rose has re-
ceived, according to the law-
suit.

The lawsuil also noted that
the RTC and FDIC have com-
pleted separate conflict inves-
tigations that found no breach
by the firm of federal rules.

“We regret having to file
suit, but the RTC inspeclor
general’s overbroad subpoena
seeks disclosure of information
that our clients properly ex-
pect to be kept confidential,”
the firm’s chief operating offi-
cer, Ron Clark, said Tuesday.

If the firm complied with the
subpoena, Clark said, the
“names of thousands of per-
sons and companies would be
revealed Lo the RTC when the
RTC has no reasonable suspi-
cion of any conflicts of interest
involving those clients.”

Clark called the broadness
of the subpoena and the 10
days the RTC gave the firm to
comply “unreasonable and
grossly burdensome.”

The RTC's deputy inspeclor
general, Steve Switzer, said the
agency was aware of the law-
suit.

“We cant determine if there
are conflicts unless we know
who its cllents are,” be said.
“We have employed this Lype
of information request at other
law firms ... and have been suc-
cessful.”

“We're not doing this frivo-
lously. We have a reason for
what we're doing.”

The Jlawsuit contended that

merely producing a list of
clients would not reveal
whether a conflict existed. The
RTC would need to know what
work the firm performed for
each client, Rose argued. But
the attorney-client J)rivile;e
bars the firm from disclosing
such work, the lawsuit said.

The firm also argued that
federal investigations are not
based on a “suspicion that
Rose violated any ethical stan-
dards. Instead, they are a re-
action to a hearing before the
Senate Banking Commitiee on
Feb.24.”

Al that hearing, Republican
senators pressed RTC officials
Lo reopen the conflict-of inter-
est investigation.

Noting that the RTC and
FDIC reports were “severely
criticized” during the hearing,

sclosure of clients

the lawsuit said the inspectors
general for both agencies were
asked to analyze the proce-
dures used during their inves-
tigations.

“Although Rose initially
urged the federal agencies to
consolidale their efforts in or-
der to avuid unnecessary du-
plicalion, it complied with
each investigation when the
agencies insisted on proceed-
ing separately,” the lawsuit
stated.

The 13-page lawsnit, filed in
U.S. Districel Court at Little
Rock, was assigned to U.S. Dis-
triet Judge Henry Woods. The
lawsuit listed four members of
the Houston law firm of Vinson
& Elkins as altorneys for the
Rose firm. Two of those attor-
neys work in the Washington
office of Vinson & Elkins.




bc-whitewater-lewis - a0858
(ATTN: Lifestyle editors) (Includes optional trims)
The Mystery Woman of Whitewater Case Emerges (Kansas City)
By James Risen= (c) 1994, Los Angeles Times=
KANSAS CITY, Mo. Somewhere safe, Laura Jean Lewis keeps her most
valuable, and perhaps most volatile, possession. It is an audio cassette
tape, a recording so important, so politically charged, that she is known to
have played it for only one person.
Lewis, a lowly federal bureaucrat who has stumbled into the Whitewater
scandal, guards the tape so fiercely because she believes it is her best
defense against the mounting attacks on her reputation from Washington.

But the tape, which sources say is a recording of a private conversation
between Lewis and April Breslaw, a senior government attorney who denies the
conversation ever took place, is like everything else about Jean Lewis and her
critical role in the Whitewater scandal: It remains shrouded in intrigue.

With congressional hearings into Whitewater looming as Washington's
summertime spectacle, L. Jean Lewis is emerging, for better or for worse, as
Whitewater's mystery woman. But when the hearings open on Capitol Hill,
perhaps as early as next month, Lewis will tell her story a story that will
include allegations of check kiting and other guestionable dealings between
Bill and Hillary Clinton and their Arkansas business partner, and, even more
troubling, explosive allegations of a possible cover-up within the Clinton
administration. All that figures to make her the star witness in what still
seems likely to become the biggest Washington scandal since Iran-Contra

Today, Jean Lewis is struggling to cope with her new-found status as
presidential whistle-blower, but clearly life at Whitewater's vortex isn't
easy.

""T'm just trying to maintain ... some days are better than others,'' says
Lewis, in a soft Texas drawl. "I find myself in a very difficult situation. I
don't want any publicity out of this, I really don't. Any guotes you may have
seen from me n the press have all been surprise interviews, where reporters
got me outside my house. I hope there comes a time where I can talk more
freely, but right now. ..."!

(Begin optional trim)

At firs* blush, Lewls seems an unlikely choice for such a controversial,
high-przZ.le role. A 40-year-old Houston native and the daughter of a retired
U.S5. Army major general, Lewis is a bureaucrat in the field office of an
obscure rederal regulatory agency here and has never met President Clinton or
nis wite, first lady Hillary Rodham Clintorn.

Her $54,000-a-year job at the Resolution Trust Corp., the federal
government's S&L-cleanup agency, is unglamorous and filled with tedium.

What she does for a living is comb through the mountains of paperwork and
documents and the eye-glazing computer files left behind by failed savings and
loans after iney are seized by federal regulators. As a senior criminal
investigator at the RTC regional office here, her job is to search through the
documents of dissolved thrifts to reconstruct gquestionable transactions and
look for signs of criminal wrongdoing by S&L executives and their friends and
business partners. If she finds something suspicious, she is supposed to send
a recommendation for criminal action to the Justice Department.

(End optional trim)

Lewis joined the RTC in 1991 after a government investigator she had
worked with at the Dallas S&L recommended her for an opening in the Tulsa,
Okla., office. It was a good time for the move:; childless, Lewis was going
through a divorce in Dallas tfrom her first husband (she has since remarried).

Soon, she was assigned to 1lnvestigate the wreckage of Madison Guaranty



Savings and Loan, a Little Rock S&L owned by James McDougal the Clintons'
partner in Whitewater, a failed land development project in the Ozark
Mountains of northern Arkansas.

After an initial probe in 1991 that turned up little out of Madison's
disastrously disorganized records, she and her colleagues set the case aside
again. But then, a bombshell struck; in March 1992, in the midst of the
presidential campaign, the New York Times first reported the existence of
whitewater and McDougal's business ties to the Clintons. That prompted Lewis
and the RTC to reopen the case and to search for clues of links between
Madison's failure and Whitewater.

Ultimately, she and other RTC staffers went back through the documents at
Madison and pieced together enough evidence to submit
a criminal referral in September 1992, to the Republican-appointed U.S.
Attorney in Little Rock that, while it didn't accuse the Clintons of any
crimes, named Whitewater and the Clintons as possible beneficiaries of
criminal acts at Madison.

Then something happened that Lewis couldn't quite fathom; the criminal
referral naming the next president of the United States was swallowed up by
the federal bureaucracy.

An increasingly suspicious Lewis didn't receive final word until the fall
that the new U.S. Attorney in Little Rock, Paula Casey, a former law student
of Bill Clinton, had turned down her recommendation for criminal action.

In the meantime, Lewis and other investigators in Kansas City had begun
work on a new round of criminal referrals in the Madison case. In October
1993, Lewls issued nine new referrals, 1ncluding one naming President
Clinton's 1984 gubernatorial campaign, which received campaign contributions
trom a McDougal tund-ralser, as a penetlclary ot craiminal acts at Madison.
What's more, Lewlis was prepared to show that Whitewater had become a funnel
for siphoning money out of Madison; she claimed that as much as $70,000 in
Madison funds had gone through Whitewater in one six-month.period alone. (The
Clintons, to be sure, have denied any wrongdoing in Whitewater.)

This time, the refr:rals didn't get buried. In fact, they led quickly to a
furious round of high-level meetings in Washington between Treasury and White
House officials.

And Jean Lewis was pulled off the Madison case almost immediately. Mike
Forshey, a Dallas attcvney who now represents Lewis, says that her supervisor
in Kansas City, Richard lorio, was ordered to remove her from the Madison case
by RTC attorneys soon after the Madison referrals were issued. Forshey says
loric never tocld lewls the reason she was beling reassigned, "~ “because Iorio
was never given a reason.''’

But while the case was turned over to Michael Caron, a colleague in Kansas
City, Lewis found it hard to simply drop the Madison file and forget about it.
While others saw nothing more than typical bureaucratic incompetence behind
the long delays and mishandling of the initial referral, Lewis seemed
increasingly convinced that a cover-up was in the works.
=END=-OF=-AUTOBREAK(1) -
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Clinton election committee probed

Fund-raiser linked
to failed S&L

Tt Washuinaton Post
WASHINGTON — Investiga-
jors for the Resolution Trust Corp.
last year named the 1984 Clinton
gubernatorial campaign committee
as a suspect in their eriminal probe
of Madison Guaranty Savings and
|.0an, citing evidence in a detailed
referral that the campaign may have
conspired to illegally benefit from
depositor funds, according to a
wource familiar with the case
One of the RTC's 10 "cr:lrunal
referrals” on Madison, which have
. forwarded to special counsel
Robert B. Fiske Jr., seeks further
investigation into whether $60,500
in Madison funds were diverted to
the gubernatorial campaign with
the knowledge of campaign officials.
“The investigators' interest cen-
tered on an April 4, 1985, fund-
n held by Madison owner
Ja McDougal at Clinton's re-

quest to help Clinton pay off a
$50,000 personal loan used for the
1984 campaign. They also noted
that some contributions exceeded
legal limits and urged further inves-
tigation of $10,600 in Madison
funds that may have ended up in
the Clinton campaign after passing
through various Madison accounts,
including one in the name of the
Clintons’ Whitewater real estate
venture.

The referral also names Hillary
Rodham Clinton as a possible wit-
nesd, citing the close timing of the
fund-raiser with her legal represen-
tation of Madison before state regu-
lators appointed by her husband.
The ‘Clintons were partners with
McDougal in Whitewater, and
McDougal hes said he paid Hillary
Clinton’s law firm $2,000 a month to

Ip him win state regulatory ap-
proval for a novel stock plan.

The Clintons repeatedly have
said they did nothing wrong in con-
nection with Madison.

The White House said Friday it

could not comment.

Betsey Wright, Clinton’s former
chief of staff and manager of the
1984 campaign, said Friday that she
was unaware the campaign commit-
tee was named a suspect in the

probe.

Wright and other Clinton aides
have said that records documenting
contributions from the 1985 fund-
raiser cannot be located.

A second RTC criminal referral
that mentions the Clintons said that
it appears Madison funds were di-
verted to the Whitewater Develop-
ment Corp. and describes the Clin-
tons as “potential beneficiaries™ but
not criminal suspects. Whitewater
was a real estate venture jointly
owned by the Clintons and Madison
owner James McDougal and his for-
mer wife, Susan

The RTC, the federal agency
charged with disposing of failed
S&Ls, routinely investigates failed
S&Las for potential civil claims that
could help recoup some of the tax-
payer funded cleanup cost.

McDougal has said he staged the
April fund-raiser at Clinton's re-
quest to help pay off a $50,000 loen
Clinton took out for campaign pur-
poses J'uat before the 1984 election.

The loan was made by the Bnnlr.

loans made to real estate ventures of
Charles Peacock, a director and
Madison borrower, as another possi-
ble source of money that ended up
in the Clinton campaign.

The Washington. Post reported

of Cherry Valley, whose id
Maurice Smith, served as , Clinton's
1984 gubernatorial campaign fi-
nance chairman. The Clintons also
had a loan for the Whitewater ven-
ture at the bank.

Some of the contributions ques-
tioned by RTC investigators were
made from checks written on over-
drawn accounts or from the pro-
ceeds of loans made for real estate
or other

The ﬁ:ﬁ:ﬂ according to a
source, said Madison eovered over-
drafts written on the account of
Flowerwood Farms, a McDougal-
owned company that sources said
investigators describe as one of a
dozen “shell corporations” believed
o be used in a check-kiting scheme
to funnel money out of Madison.

The RTC investigators cited

-y

in D ber that a handful of
$3,000 cashier's checks generated at
that fund-raiser have been turned
over by the RTC to prosecutors.
One of those checks bears the name
Ken Peacock, but Peacock, then a
college student, has said he never
contributed to Clinton and knew
nothing about the check. His father,
Charles Peacock, has said since that
he made the contribution in his
son's name.

Ken Peacock is among the wit-
nesses listed on the referral, along
with several other people whose
names appear on $3,000 cashier's
checks. They include former Sen. J.
William Fulbright, D-Ark., who is ill
and has been unable to comment on
the check.

Under 1985 Arkansas law, the
maximum donation a candidate

could accept from each contributor
was 31,500 per election. M
In addition, Fiske has been asked ="
by the RTC to investigate checks - =
written to the Clinton campaign in =2
February 1985 and October [985"..."
that appear to have caused over- ™.
drafts in the Whitewater account at -
Madison and at Madison Market- '
ing, another shell corporation.
owned by Susan McDougal. Those ==

checks totaled $10,500, according to ==
a source, .:.
The treasurer of the 1984 Clinton ™=

campaign, L.W. Clark, has been un- =~

available for comment on the cam- ~—

. Smith could not be reached —
riday.

Clinton, like many polltlmms.
used money he borrowed from™
banks to contribute to his various - -
campaigns. Ironically, Clinton aides -
acknowledge that he didn't really
need the $50,000 loan that year to ..
be re-elected. But he wantadtohkei‘
no chances with a Ronald Reagan _

I.andshdaexp-echdwrmp&mm P

tion, one aide said. O
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"84 Clinton Panel Named as a Suspect

RTC Asks Fiske to Probe Whether $60,500 in S&L Funds Was Diverted

paign records at his request. She de- | Ren Peacock is among the wit-

By Susan Schmidt
Washmngton Post Stall Wrieer

Investigators for the Resohution
Trust Corp. last year named the
1984 Clinton gubernatorial cam-

paign committee as a suspect in f

their criminal probe of Madison !
Guaranty Savings & Loan, citing evi- |
dﬂmemldetm!edlde:ﬂ.llhat !.he

the case.

One of the RTC’s 10 “criminal re-
ferrais™ on Madison, which have
been forwarded to special counsel
Robert B. Fiske Jr., seeks further in-
vestigation into whether $60,500 in
Madison funds was diverted to the
gubernatorial reelection campaign
with the knowledge of campaign offi-
cials.

The investigators’ interest cen-
tered on an April 4, 1985, fund-
raiser held by Madison owner James
B. McDougal at Gov. Bill Clinton's
request to help the governor pay off
a $50,000 personal loan used for the
1984 campaign. They also noted
that some contributions exceeded le-

gation of $10,500 in Madison funds '
that may have ended up in the Clin-
ton campaign after passing through
various Madison accounts, including

one in the name of the Clintons’

Whitewater real estate venture.

The RTC referrais have been
widely reported but their contents
have not been known. The disclo-
sure of the language used in descnb-
ing the campaign's activities is the
first indication vet of a specific alle-
gation of possible wrongdoing in-
The referral also names Hillary

Rodham Clinton as a possible wit-
ness, citing the close tming of the
fund-raiser with her legal represen-
tation of Madison before state regu-
lators appointed by her husband.
The Clintons were partners with
McDougal in Whitewater Develop-
ment Corp., and McDougal has said
he paid Hillary Clinton’s law firm
WHITEWATER, From Al

ton repeatedly have said they did
nothing wrong in connection with
Madison. They have described her le-
gal work for the thrift as minimal, and
former Clinton aides have said he had
no involvement with handling the pro-
ceeds from the 1985 fund-raiser.
The White House said yesterday
| it could not comment. "'I'hcspem.l
| counsel's looking into it,” press sec-
retary Dee Dee Myers said. “We '
don't know what’s in the referral.” '
Betsey Wright, Clinton’s former
chief of staff and manager of the
1984 campaign, said yesterday that

$2,000 a month to help McDougal [
wnﬂalercguiamlmnlloral

she was unaware the campaign com-
mittee was named a suspect in the
probe. She declined to say whether
she has received a subpoena from
Fiske, but said she is furnishing cam-

clined to comment further.

Wright and other Clinton aides
have said that records documenting
contributions from the 1985 fund-

The RTC, the federal agency
charged with disposing of failed
S&Ls, routinely investigates such
thrifts for potential civil claims that
could help recoup some of the tax-
payer-funded cleanup costs. The
agencv also looks into suspected

criminal wrongdoing and refers evi-
dence it develops to the FBI and
federal prosecutors. The referrals
do not necessarily result in criminal

request to help him pay off a
$50,000 personal loan Clinton took
out for campaign purposes just be-
htﬂleremher 1984 election.

The loan was made by the Bank of
Cherry Valley, whose president,
Maurice Smith, served as Clinton's

198< gubernatorial campaign fi-
chairman, The also

wn accounts or from the pro-
ceeds of loans made for real estate

or other purposes.
The referral, according to a
knowiedgeable source, said Madison

account of Flowerwood Farms, a
McDougal_-oyned company that
said investigators describe

as one of a dozen “shell corpora-
tions” believed 10 be used m a check
loting scheme to funnel money out of
Madison

The RTC investigators cited loans |
made to real estate ventures of
Charles Peacock, a director and
ble of i 0 '

source of money that ended up in
the Clinton

the RTC to prosecutors. One of
those checks bears the name Ken
Peacock, but Peacock, then a 24-
year-old college student, said in an
interview that he never contributed
to Clinton and knew nothing about
the origins of the check. His father,
Charles Peacock, has said since that
time that he made the contribution
in his son's name.

E
8

the referral, along

maximum donation a candidate could

gal. Those checks totaled $10,500,
according to a source familiar with
the referral.

Those checks and checks generat-
ed at the fund-raiser were deposited
at the Bank of Cherry Valley. Fiske
has subpoenaed Cherry Valley bank
records.

The treasurer of the 1984 Clinton
campaign, L.W. “Bill" Clark, has
been unavailable for comment on the
campaign. Smitk: could not be
reached yesterday.
money he borrowed from banks to
contribute to his vanous campaigns
The $50.000 borrwedmws&uhsl-
ed as a personal contribution dated
Oct. 29 on his campaign report.

State law requires that a cam-
paign also report the name of the
bank, the amount of the loan and the
name of any guarantor for personal
loans donated to a campaign. There
is no such listing included in Clin-
ton's 1984 campaign documents.

Rhonda Langster, director of elec-
tions in the Arkansas secretary of
state’s office, said yesterday that it
is up to the individual candidate to
volunteer that information. Other-
wise state election officers assume
the candidate used savings, not bor-
rowed funds, to cover the donation.

State law also allows candidates to
hold campaign events to raise funds
1o pay off bank loans as long as they
file additional reports identifying the
names of the donors.

Staff writer Charies R. Babcock
contributed lo this report.
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regard to the resolution'' of the House Post Office investigation, the probe
that involves Rostenkowski.

" "The issue will be whether or not the ultimate decision in this case is
somehow unnecessarily impacted by political considerations,'' Stephens said.
Unknown to the White House, such comments had prompted the District of
Columbia Bar Association's Board on Professional Responsibility to look into
disciplining Stephens. One source familiar with the matter said the inquiry
has since been closed, but a representative of the board declined to confirm

or deny the action, saying all ethics matters are confidential unless they
result in suspension or disbarment.

The story behind the Stephens affair is one of a collision between
pelitical appointees and career bureaucrats inside Washington.

RTC officials insist that although they hired Stephens and his law firm
hurriedly, they followed proper procedures.

With the statute of limitations on the Madison case set to expire at the
end of February and congressional interest in it growing, top RTC officials
moved to reopen their long-closed civil investigation of Madison Guaranty
Savings and Loan. The S&L had been seized by regulators in 1989, at a cost to
taxpayers of $47 million. RTC officials say they were satisfied with their
original investigation of the firm for civil violations but were under
pressure by Congress in the hothouse environment of the Whitewater scandal to
reopen the case at a time when Fiske was conducting his criminal inquiry.

Top RTC officials told staffers to rush the case through the system so
they would be prepared to take legal action in the case and to testify before
Congress about the matter. Needing quick legal advice from an outside counsel
already familiar with such investigations, the agency turned to Stephens, who
was well known to the RTC's legal staff.

Meanwhile, other attorneys at his firm, Pillsbury, Madison and Sutro, were
handling the RTC's high-profile case against a failed S&L in Arizona with
links to the Republican governor of Arizona. Stephens, who was fired as U.S.
attorney in March 1993, was hired by Pillsbury, Madison in January and almost
immediately began work on a Virginia thrift case for the RTC. Overall,
Pillsbury, an old-line San Francisco firm, was already doing about $2 million
in annual billings with the RTC.

When news of Stephens' early February hiring reached the White House, the
reaction was fierce and immediate. ' This was a "wow, can you believe that!'
''" said one administration official. And so on Feb. 25th, sources say, senior
presidential aide George Stephanopo)ous and Harold Ickes, deputy White House
chief of staff, expressed their concerns during a telephone call to deputy
Treasury Secretary Roger Altman, then acting head of the RTC.

Stephanopoulos denies that he raised the issue with Altman, but
acknowledges that later that day, he called his close friend, Treasury Chief
of Staff Joshua Steiner, and asked whether Stephens' hiring could be
reversed. Both Altman and Steiner rebuffed Stephanopoulos, Treasury officials
say.

A Treasury spokesman stressed that °““neither Mr. Altman nor Mr. Steiner
made any attempt to contact or influence the RTC'' about Stephens' hiring. On
Thursday, Steiner testified in Washington before a grand jury hearing
evidence in Fiske's Whitewater investigation. One of a dozen Clinton
administration officials subpoenaed by Fiske, Steiner declined to comment to
reporters as he entered the courthouse.

But Steiner kept a diary that included notes about his phone conversation,
and those notes have now been turned over to Fiske, sources say.

The notes, according to unconfirmed media reports, indicate that
Stephanopoulos started by saying ‘' “this conversation never happened.''

A former U.S. attorney who declined to be identified, said that if the
Whitewater grand jury determines that Stephanopoulos actually attempted to
intervene in the matter, the actions could " 'amount to a technical violation
of 1505,'' the U.S. criminal code section that outlaws obstruction of federal
agency proceedings.

But Robert Bennett, a prominent Washington defense attorney who represents
Rostenkowski and now White House deputy chief of staff Ickes, dismisses the
suggestion that Stephanopolous could be prosecuted. And Bennett argues that
the White House's sharp reaction to the hiring of Stephens was justified. The
selection of Stephens ' "was outrageous,'' he noted in an interview. The
question of civil liability involving Madison "'is too sensitive to give to
someone so outspoken a partisan and so critical of the president.''
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Sena ors Con p ained Abou RTC

2 From Arfézi:lma Sought Review in Madison S&L Case

B!Sum Schmidt
I‘-l--!-u'-

N

Kennedy [1] and the late Vincent Foster of the
counsel's office.

in their attempt to recover Madison funds from
Ward, a wealthy Arkansas businessman. Like
Bumpers, Pryor asked Altman to review the
RTC's settlement with Ward, which required
WMM.MHW' funds to the

It does not appear the letters from Bumpers
and Pryor, made available by the RTC under
the Freedom of Information Act, resulted in
any change in the RTC's treatment of Ward.
Ward referred calls to his attorney, Alston Jen-
nings, who declined to comment on the con-
gressional correspondence.

THE WasHineTon PosT Fripay, Aprir 1,1994

WHITEWATER, From Al

McLarty said yesterday he did not
remember receiving the letter but
was “confident we didn't take any ac-
tion on it."

A White House official said Nuss-
baum wrote to Bumpers in July ac-
knowledging receipt of the letter but
took no further action.

The letters from Bumpers and
Pryor, which mentioned Ward as part
of a broader attack on RTC litigation
procedures, are the first indications
members of Congress contacted puh
ical appointees on behalf of a promi-
nent constituent who has come under
federal scrutiny in the Madison affair.

Altman has been under political fire
and subpoenaed by a grand jury about
contacts he had with White House of-
ficials on matters related to Madison
while serving as head of the indepen-
dent regulatory agency. Steiner testi-
fied before a grand jury in Washington
yesterday and was expected to be
asked about a complaint made by Clin-
ton adviser George Stephanopoulos
about the RTC's hiring of former Re-
publican federal prosecutor Jay B. Ste-
phens to handie some Madison cvil
cases.

In Congress, Republicans have
seized on contacts between While
House and RTC officials as evidence
of poliucal interference in the Madi-
son probe,

One RTC investigator who workad
on the case has gone to Congress 1o
complain she felt pressured by her su-
penors.

President Clinton, Hillary Rodham
Clinton and the Clinton gubernatorial
campaign have been cited as possible
beneficanes of alleged illegal actvi-
ties at Madison, which was owned in
the mud-1980s by James B. McDougal,
the Clntons’ partner in the White-
water land venture.

Howard Schloss, a spokesman for
Aliman and Stewner, said neither had
had any contact with White House of -
ficials regarding the letters and that
the letiers had been handled routine-
Iv. A letter from Altman to Pryor dat-
ed Aug. 20, 1993, states he had asked

Bee WHITEWATER, A12,Col 1

Senators Complamed of Treatment
Of Constituent in RTC Settlement

the RTC's acting general counsel to
find out about the Ward matter,
Another correspondence, dated
Nov. 9, is a letter from RTC congres-
sional affairs director Peter Knight
sent to Pryor and Bumpers. Knight's
letter said Ward's assertions of mis-
treatment were “erroneous” and that
he “participated in a series of transac-
tions involving Madison and [its real
estate subsidiary] which enabled those
entities to circumvent federal laws

and regulations . . . [and] led to the in-
solvency and failure of Madison Guar-
anty in 1989.°

Madison transactions involving
Ward are under i tion by spe-
cial counsel Robert B. Fiske Jr.
Ward's soo-in-law, Hubbedl, was a se-
nior partner in the Rose Law Firm
with Foster, Kennedy and Hillary
Clinton before the four came to Wash-
ington.

Hubbell recently resigned from the
Justice Department in the wake of re-
ports he was under scrutiny by the
firm for possibly ing clients.

The Rose firm also has complained
Hubbell charged nearly $500,000 ir
consulting fees and legal expenses to
the firm that should have been paid by
a company owned by the Ward family,
P.OM. Inc., 2 major Rose chient.

Pryor and Bumpers said the letters
sent last year were their only contacts
with Clinton administration officials on
the Ward case.

v 23540 e i nop emee Woard
His letter, he said, was sumply repre-
senting a constituent interest and
venting his belief RTC lawyers go
overboard in pursuing S&L officials.

Bumpers's letter to Altman and
White House officials also complained
the RTC has been too aggressive i
its pursuit of damages from directors
and officers of failed S&Ls, and he
urged a review of RTC poboes on
lawsuits.

Bumpers said he directed his letter
to White House officals because of
the larger policy issue, not the Ward
case m partcular. “1 wasn't tmying to
get the White House mvolved in it,”
sayd Bumpers.

As an independent agency, the

RTC makes decisions on lawsuits
based on standards set out in the 1989
federal law that created the agency.

Altman last May told Congress the
Clinton administration did not share
the prevailing Democratic sentiment
favoring extension of the legal dead-
line in S&L cases. Congress extended
the deadline anyway, and voted to ex-
tend it a second time in February
when it appeared the deadline was
about to lapse for cases involving
Madison

During Hubbell's confirmation
hearing as associate attorney general
last year, Bumpers described Ward as
“a good supporter.” Ward, who is a pi-
Jot, “used to fly me around on my cam-
paigns,” Bumpers told the Senate Judi-
ciary Committee.

This week Bumpers said he had not
seen Ward “in 10 or 15 years....A
far as I know, he’s a Republican.”

Ward was hired by Madison's real
estate subsidiary in 1985 to help find
big real estate deals for the thrift. In a
side deal never approved by Madi-
son's board, McDougal agreed to pay
Ward $400,000 in commussions from
land sales federal bank examiners lat-
er descnibed as “sham” transactions
that showered insiders with fees and
commussions and cost the S&L $1.8
rmulbon.

vemitl LAAMMALIIEY Ty
lasi nay wien, aner vears of iegal
wrangling, he was forced to returm
funds to the RTC.

Ward's legal problems with the
RTC also bacame an issue with Hub-
bell, who helped the Rose firm secure
S&L work from the RTC and Federal
Deposit Insurance Corp. Agency doc-
uments show some officals were con-
cerned about Hubbell's work for the
government while it was purswng Lu-
gabon agunst his father-m-law.

But officials concluded the famuly
relationship did nat constitute a con-
flict of interest that would disqualify
Hubbell from securing the govern-
ment work.
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(ATTN: National editors) (Includes opticnal trims)

RTC Documents Show Bentsen Made Whitewater Inquiry (Washn)
By James Risen= (c) 1994, Los Angeles Times=

WASHINGTON Treasury Secretary Lloyd Bentsen, while a senator from Texas,
made inquiries with federal regulators at the Resolution Trust Corp. about the
agency's handling of a real estate venture owned in part by Madison Guaranty
Savings & Loan, the failed Arkansas thrift linked to the Whitewater
controversy, newly released documents show.

The documents, released by the RTC, show that Bentsen contacted the agency
in 1991 on behalf of an Austin, Texas, real estate agent angered by the way
the agency was disposing of real estate held by Madison at the time it was
seized by federal regulators. Bentsen sought and won high-level attention
within the RTC for the complaint, although it is unclear what action
ultimately was taken by the agency.

The letters connected to Bentsen's inquiry in the case were among 8,000
papers released by the RTC in response to Whitewater-based requests from the
media under the Freedom of Information Act.

There is no evidence that Bentsen's contact with the agency went beyond
the normal actions of a member of Congress on behalf of a constituent.
However, members of his senior staff at the Treasury Department, including
his chief of staff, have come under fire for their actions in overseeing the
RTC since late last year.

Those aides, including deputy Treasury Secretary Roger Altman and chief of
staff Joshua Steiner, are now under scrutiny by Whitewater special counsel
Robert B. Fisk Jr. for their contacts with White House political aides about
the RTC's investigation of Madison.

(optional add end)

Bentsen is chairman of the RTC's Oversight Board, which helps set broad
policy direction for the agency. Treasury spokesman Howard Schloss said
Tuesday that Bentsen has never considered recusing himself from his
involvement with the RTC because of his earlier contact with the agency on
the Madison case.

' "These were normal constituency referrals'' to an agency from a member of
Congress, Schloss noted. " "The issue of recusal was never considered.''

Schloss added that Bentsen has not been involved with the Madison case
since he joined the Clinton administration, either in his role as Treasury
secretary or as chairman of the RTC board. The oversight board does not get
involved in the agency's handling of individual institutions.
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Rose lawyer on RTC detall
once worked for Madison -

ASSOCIATED PRESS

A lawyer at Hillary Rodham
Clinton's former Arkansas law
firm, who is doing government
savings and loan cleanup work,
was employed previously by the
failed Arkansas S&L now at the
center of the Whitewater-Madison
con

Accardmg to a federal official
familiar with the case, Patricia J.
Heritage. now with the Rose Law
Firm in Little Rock, prepared rec-
ords of board meetings ata subsid-
iary of Madison Guaranty Savings
and Loan Association.

Ms. Heritage said in an inter-
view Monday with the Associated
Press that she had prepared the
minutes of board meetings for
Madison Financial Corp., the real
estate subsidiary of Madison, un-
der the guidance of John Latham,
a top official at the S&L.

Federal regulators have ques-
tioned whether those minutes may
have been falsified, noting that
other S&L documents appear to
contradict the official version in
the minutes.

“All I was told to do was to me-
monalize the meetings that took
place between Jim [McDougal]
and John Latham,” Ms. Heritage
said. “I did that, checking ac-
counting records and land pur-
chases, and I recorded them a:
needed”

Ms. Heritage, who has not been
accused of any wrongdoing, also
said she has cooperated with U.S.
special counsel Robert B. Fiske Jr.
Mr Fiske is probing the failure of
Madison and whether depositor
funds were diverted to the White-
water Development Corp., a real
estate venture in which President
and Mrs. Clinton, along with Mr.
McDougal, the S&L's owner, were
partners.

Ms. Heritage also said she left
Madison in 1987 after serving as
an administrative assistant to S&L
officials. Investigators did not be-
gin poring over the records pre-
pared by Ms. Heritage until after
Madison's 1989 failure.

In the interim. Ms. Heritage

" went to law school and subse-

quently was hired by the Rose
firm, where Mrs. Clinton was a
partner.

' Pre-takeover trades draw probej

ASSOCIATED PRESS

Stock market regulators are
investigating suspicious trading
activity in two companies that
Tyson Foods Inc, of Springdale,
Ark., has proposed to acquire, a
source said yesterday.

The inquiry focuses on trad-
ing in shares of two companies
prior to Tyson takeover offers —
Arctic Alaska Fisheries Corp.
and WLR Foods Inc. — said the
source, who spoke on condition
of anonymiry.

As part of the Arctic Alaska
inquiry, Securities and Ex-
change Commission investiga-
tors have contacted William H.
Kennedy I[II. associate White
House counsel, the Wall Street
Journal reported in yesterday's
editions.

Mr. Kennedy's uncle is one of
the investors who purchased
shares in Arctic Alaska before
Tyson's takeover offer in June
1992, said the report, which
cited unidentified people famil-
iar with the inquiries.

White House spokesman
Mark Gearan said yesterday
that Mr. Kennedy had agreed to
cooperate with the SEC. Mr
Kennedy is a former partner at
the Rose Law Firm. which
worked on the Arctic Alaska

Fishenes deal, the report said.

Mr. Kennedy said he didn't
work on the deal and wasn't
aware of his uncle’s trading, the
report said.

In the WLR Foods inquiry,
WLR spokeswoman Gail Price
said officials from the National
Association of Securities Deal-
ers provided the company a list
of people who regulators said
traded in the company's shares
prior to Tyson's $329 million
hosule takeover bid on Jan. 24.

It is a violation of federal se-
curities laws to trade in a com-
pany's securities based on confi-
dential information about
takeovers and other major cor-
porate events.

The NASD regulators asked
WLR officials if any of the peo-
ple named on the list had rela-
tionships with the company, she
said. WLR Foods Inc., based in
Broadway, Va., is a poultry pro-
cessor with annual sales of
about $700 million.

A NASD spokesman said he
could neither confirm nor deny
existence of an investigation and
an SEC spokesman had no im-
mediate comment. A telephone
call placed to Tyson headquar-
ters was not immediately re-
turned.

Inher current job, Ms. Heritage
does S&L cleanup work at Rose on
behalf of the Resolution Trust
Corp., the federal S&L cleanup
agency.

The RTC on Monday released
more than 7,800 pages of doc-
uments relating to the failure of
Madison, which closed in 1989 ata
cost to taxpayers of $50 million.

The papers do not focus on the
Clintons or on Whitewater How-
ever, they do offer a glimpse into
Madison's failing fiscal health,
much of which occurred under the
stewardship of Mr. McDougal.

The documents, including rec-
ords of delinguent loans, minutes
of board meetings and details on
investment strategies, were re-

WEDNESDAY. APRIL 6. 1994 «

leased under Freedom of Informa-
tion Act requests by the Associ-
ated Press and other news
organizations.

Asked for comment Monday, Mr.
McDougal dismissed the RTC as
"an arm of the Republican Na-
tional Commuttee.”

Mr. McDougal, who was acquit-
ted of bank fraud in a 1990 tral, is
seeking the Democranc nomina-
tion for a congressional seat from
Arkansas.

The newly released documents
leave unanswered some key ques-
tions — such as who got which
loans — since the names of indi-
vidual recipients were stricken
from the documents.




McDougal$ asset was ‘down home’ charm

Bv Jerﬂr Seper

AT TON TRAES A ,

LITTLE ROCK, Ark. — James
B. McDougal, the longtime
friend and business partner of
President and Mrs. Clinton’s who
has emerged as a key figure in
the ongoing Whitewater-Madison
affair, has described himself as a
country boy just trying to do
good.

A high school math wizard,
US. senatorial aide., would-be
politician and wheeler-dealer .
savings and loan owner during
the go-go ethos of the 1980s, Mr.
McDougal befuddled both his en-
emies and his friends with his
“down-home act,” while turning a

sleepy rural S&L into a financial
behemoth.

In just three years, beginning
in 1982, Mr. McDougal's Madison
Guaranty Savings and Loan As-
sociation — now at the hub of a
multispoked criminal investiga-
tion by Whitewater-Maaison spe-
cial counsel Robert B. Fiske Jr. —
exploded from $6 million in de-
pousits to more than $123 million.

Madison loans made directly
to its officers and directors. in-
cluding Mr. McDougal himself.
grew at an equally astonishing
rate — from $500.000 to $17 mil-
lion in 1985, most of which were
never repaid. By 1985, Mr
McDougal's net worth was esti-
mated at 518 million.

+Jim McDougal is like the local
used-car salesman,” said Roy P
Drew, Little Rock stockbroker
and financial consultant, "He can
dazzle you with style and never
give one thought to substance.

“He had a gift for gab, made
numerous political contacts,
didn't mind using them and
wasn't averse 1o culting corners,”
Mr. Drew said. “It was a down-
home act that many people
bought.”

Rep. Jim Leach, ranking GOP
member of the House Banking
Committee who has been the
point man on Capitol Hill in the
Whitewater-Madison probe, has

see MADISON, page A8
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loans, most of which were never
repaid.

The bonus payments, pay rais-
es, loans and health-club member-
ships are described in more than
7.800 pages of documents released
vesterday by the Resolution Trust
Corp. (RTC) under the federal
Freedom of Information Act. The
RTC. which oversees failed S&Ls,
took over Madison following its
collapse.

The documents include minutes
of Madison board meetings, court
records on litigation involving the
S&L, letters from members of
Congress concerning the thrift's
operation, mortgage and loan
agreements, partnership papers,
audits and other Madison business
records. The documents were
heavily redacted, with major por-
tions of some of them missing.

The health club memberships
are discussed during a Feb. 20,
1986, board meeting. John
Latham, board chairman at the
time, said there was a “need" for
Madison'’s officers and executives
“t0 remain in good physical and
mental state of heailth”

Mr. Latham’s suggestion that
the memberships be paid by Madi-
son was approved unanimously
“for all executive officers™

Mr. McDougal had resigned as
board chairman in October 1984
after acritical Federal Home Loan
Bank Board audit, but remained as
the S&L's owner.

He is currently the focus of an
ongoing investigation by White-
water-Madison special counsel
Robert B. Fiske Jr., who is looking
into accusations that funds were
llegally diverted from Madison to
several Arkansas politicians, in-
cluding then-Gov. Bill Clinton,

The Fiske inquiry also is aimed
at determining whether Madicr-
funds .were-<
ferred to Whitewater Ue»el.op
ment Corp., a northern Arkansas
real estate partnership jointly
owned by the Clintons, Mr.
McDougal and his then-wife, Su-
san. and whether S&L money was
used to pay off Clinton campaign
debts

The documents, released in two
boxes. also show that Madison was
looking to merge ils operation
with Madison Bank and Trust of
Kingston, Ark.. a rural bank also
oaned by Mr McDougal. The pro-
posed merger — never approved
— would have allowed the S&L to
tap a new source of revenue, using
a revised recapitalization plan to
bolster 1ts falling assets

“Chairman Latham informed
the board that the law firm of
Mitchell, Selig and Tucker had
been contacted to handle the
merger application involving
Madison Bank and Trust of
Kingston and the savings and
loan.” according to minutes of a
Sept. 19, 1985, board meeting.

The Madison board voted unan-
imously to seek the merger. but
the law firm withdrew. It said one
of its parters, Jim Guy Tucker,
now Arkansas governor, had bor-
rowed hundreds of thousands of
dollars from the S&L. The Tucker
Madison connection, cited as a po-
tential conflict of interest, was
listed by the firm as a reason for
disqualifying itself.

Mr. Fiske has subpoeaned rec-
ords from Mr. Tucker, including
those showing his involvement
with Madison.

The proposed merger came at
the same time Little Rock's Rose
Law Firm — where Mrs. Clinton
was a senior partner — presented
a preferred stock plan to state
banking regulators in an effort to
keep Madison in business. The
proposal came in letters to the
State Securities Department. At
least two of the letters mentioned
Mrs. Clinton as the Rose contact.

State Securities Commissioner
Beverly Bassett Schaffer, who
headed the department, was ap-
pointed by Mr. Clinton. Her de-
cision to accept the stock plan,
keeping Madison afloat, was ad-
dressed to “Dear Hillary" Mrs.
Schaffer, a lawver, had worked at
Mitchell Selig and Tucker before
her appointment and had been in-
volved in Madison's representa-
tion.

The RTC-released records also
show that Madison, under Mr
McDougal's direction, had under-
taken a number of nisky loans.
many of which lacked the neces-
sarv collateral to justifv their issu-
ance.

-
b

although the redacted l1.€ts shuwed |

there were more than 200 delin-

quent loans totalling more than |

515 million.

Many of the RTC documents re-
lated to protracted legal battles be-
tween the RTC, Madison and Seth
Ward, an officer of a Madison sub-
sidiary and a major borrower at
the S&L.

Mr. Ward, father-in-law of for-
mer Associate Attorney General
Webster L. Hubbell. a former Rose
partner of Mrs Clintons’ who re-
signed March 14 amud accusations
of overbilling clients. sued Madi-
son 1n 1987 for back commassions
and was awarded $353.000 before
Madison s collapse
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Clinton campaign

Whitewater files in *92

By Jerry Seper

THE WASHINGTON TIMES

Al

The 1992 Clinton presidential
campaign secretly documented
but hid from public exposure
“hundreds of thousands of dol-
lars™ in transfers of funds between
a failed Little Rock-based thrift
and a northern Arkansas real es-
tate partnership involving the
Clintons, The Washington Times
has learned.

The undisclosed records show
substantial sums passing back and
forth between Madison Guaranty
Savings and Loan Association and

Whitewater Development Corp. —,

both now under federal investiga-
tion — and run contrary to the ex-
planations given by the president
and the first lady both then and
now.

The White House describes Mr.
Clinton and Hillary Rodham Clin-
ton as “passive shareholders™ in
Whitewater and insists they had no
information or knowledge about
the financial manipulations of the
troubled real estate venture, Madi-
son S&L. or its owner. James B
McDougal.

But two former Clinton cam-
paign workers, who asked not to be
identified. say efforts were made
to eollect, copy and calcgorize
Whittwater-Madison documents
aliet a siory deseribing the White-
waler venture for the :'rst time
ed in the New Yorh Times
sreh 8, 1992,

Thev said campaign officials
souph! to link Whitewater-Madi

son deals solely to Mr. MeDougal, '

# purtner with the Clintons in the
Whitew ater project. but later de-
adet por e make the documents
puhhc

A thel former Chnion cam-
patgn ohicial. whoe-also requested
anonyinty. said there wa- consid-
erable concern within tne cam-
paign high command about media
interest in Whitewater. Mrs. Clin-
lon wis said to be particularly con-
cerned

“The fear generated b White-
water inguiries during the cam-
panen
mare than meets the eve,” the offi-
<l sand.

Once reviewed, the documents
were moved from the Arkansas
Buvernar's mansion to Clinton
campuign headquarters in Little
Ruck and then, the official said, “to
destinations unknown.”

According to federal law en-
forcement sources and others,
campaign officials quietly gath-
ered records detailing at least
$600.000 in transfers between the
S&L and the real estate project
from 1979 through 1985, including
information that:

®While Whitewater Develop-
ment Corp. had no formal agree-
ments with Madison, the S&L
routinely routed money to the
partnership — either directly or
through subsidiaries — to pay off
loans and to account for other cash
transactions. On occasion. the S&L
used Whitewater toabsorb costs of
uther Madison projects.

. suggests there is far .

® Checks written on the White-
water account by officials at Madi-
son or its subsidiaries were used
to pay off loans, most of them go-
ing directly to other financial in-
stitutions. The checks totaled
“hundreds of thousands of dol-
lars”

® Several companies, partner-

ships, banks and Madison-funded
developments and subsidiaries
forwarded or received cash from
Whitew:.:er. The sources said the
documeuts show that in some
cases active check-kiting schemes

involving the S&L, its subsidiaries
and Whitewater were under way.

Many of the developments, part-
nerships, subsidiaries and banks
listed in documents gathered by
the campaign also were mentioned
in a Resolution Trust Corp. (RTC)
report describing the agencv's
Whitewater-Madison inquiry. 'The
RTC said “numerous checks" pay-
able to Madison-related entities
had been routed through White-
water — “all of which were signed
by James or Susan McDougal [the
S&L owner's wife at the time and
the fourth Whitewater parter).”

RTC investigator Jean Lewis,
who has declined comment on the
agency's investigation, said in a
February report that a review of
six months of Whitewater-Madi
son records had found that a “ma-
Jjority of the checks” were used to
pay off loans. She said a complete
review of all available documents
could prove the “entire scam”
amounted to “hundreds of thou-
sands of dollars in what were es-
sentially unauthorized loans.”

White House senior adviser
Bruce Lindsay, the administra-
tion’s spokesman on Whitewater-
Madison questions, did not return
several telephone calls seeking
comment.

Whitewater-Madison ties doc-
umented by Clinton campaign of-
ficials involve at least a dozen pri-
vate companies, partnerships,
banks and Madison-funded devel-
opments and subsidiaries. They
include:

® Flowerwood Farms, Maple
| Creek Farms, Pembrook Manor

Inc. and Rolling Manor Inc. — all
Madison-funded developments —
along with two of the S&L's subsid-
iaries, Madison Marketing and
McDougal & Associates.

® Great Southern Land Co., a
+firm wholly owned by Mr. and
“Mrs. McDougal; Tucker-Smith-
McDougal, a partnership of Mr.
McDougal, former Clinton aide
Stephen A. Smith and Jim Guy
Tucker, who is now the governor of
Arkansas; and Capital-Manage-
ment Services Inc., a Small Busi-
ness Administration-backed lend-
ing agency owned by David L.
Hale

e Citizens Bank and Trust of
Flippin, Ark.; the Bank of Cherry
Valley, Ark.; and Madison Bank &
Trust, owned by Mr. McDougal. All
three made loans to Mr. Clinton
that were repaid by Whitewater or

| Madison.

Records showing the White-
water-Madison ties were discov-
ered by campaign officials in a Lit-
tle Rock warehouse, where they
had been taken in 1989 after the
S&L was shut down by federal reg-
ulators at a cost to taxpayers of $50
million.

The records had been moved to
the warehouse by Central Bank &
Trust, a Little Rock firm named
receiver after Madison was
closed. The records had never
been inventoried by Madison or
Central Trust, the RTC said in the
February report.

RTC investigators, who initiated
an investigation of Madison S&L
after the March 1992 story in the
New York Times and were the first
to review the documents at the
warehouse, said they found them
in “very poer condition. . . dumped
andor crammed into the ware-
house space”

A few months later, the RTC
said, investigators revisited the
site and discovered the records
had been “re-organized” and “a
number of boxes had been cleared
out

It could not be determined
whether these documents were
among 10 boxes of Whitewater

' material turned over by the White

House in January, under grand
Jury seal, to Whitewater-Madison
Special Counsel Robert B. Fiske Jr.
Aninspection of financial links be-
tween Madison and Whitewater is
a crucial part of the Fiske inves-

i
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LITTLE ROCK, Ark. (AP) —
A reporter who suggested he
was knocked unconscious in his
hotel room while researching a
Whitewater story actually spent
the evening knocking down mar-
tinis in the hotel bar, two em-
ployees say.

Legacy Hotel General Man-
ager John P Aulgur and former
bartender Van Alexander took
issue with the account given by
free-lance writer L.J. Davis of
Brooklyn, N.Y.

Mr. Davis, in turn, disputed
their version.

Mr. Davis has said he turned
the key to his room at the Legacy
about 6:30 p.m. on Feb. 14, then
awoke four hours later on the
floor inside the room, with a
bump above his left ear.

At the ime, Mr. Davis was in
Little Rock researching a story
about the Rose Law Firm for the
April 4 issue of the New Repub-
lic. He did not report the inci-
dent to police or in his article,
but told others, who reported it.

He said in a March 23 inter-
view he concluded the blow to
his head was “expertly deliv-

But Mr. Alexander, 26, said
Mr. Davis was not in his room at
the time he contends he was un-
conscious, but instead was at the
hotel bar having four or five
martinis between 7 and 10 p.m.

The bar tab, made available
by Mr. Aulgur, said Mr. Davis
had six drinks. It did not list the

Bar trip leaves reporter a little rocky

time.

In an interview yesterday. Mr.
Davis acknowledged he drank
about six martinis at the hotel
bar, but said it was earlier —
between 5:15 and 6:30 p.m.

He said he was not drunk and
does not believe his injury was
related to the drinks. “That
amount of liguor generally ren-
ders me somewhat charming,
but it sure doesn't put me under
the table” Mr. Davis said.

Mr. Davis also said the news
media and conservative groups,
not he, have insinuated that he
thought someone attacked him
because of the story he was re-
searching.

) wmh this thing had never
gotten out," he said.

Mr. Aulgur, 50, who was a con-
sultant to the hotel at the time of
the incident, said the hotel first
kept silent, hoping the story
would fade. “But Mr. Davis has
kept bringing it up. This bad
publicity sure wasn't doing us
any good,” he said

Mr. Aulgur said his motive
was “to set the record straight
for the sake of the hotel”

go:h Mrfb Aﬂgsurmd Mr. Alex-
ander, wl since stopped
working at the hotel because of
an injury, were interviewed last
week,

Mr. Davis did not report the
incident to the hotel or to the
police and did not go to a hos-
putal.

Italsois not clear whether these
records were among t re-
moved from White House Deputy
Counsel Vincent W. Foster Jr's of-
fice after his death on July 20.
Whitewater-related papers were
secretly taken from the office
shortly after Mr. Foster's body was
found in a Virginia park in what
authorities said was a suicide.

In addition to his White House
duties, Mr. Foster was the Clin-
tons’ personal lawyer and had han-
dled their Whitewater dealings.

During the 1992 campaign, Mr.
McDougal said he and his wife
turned over all the Whitewater
records to the Clintons in 1987, de-
livering them in person 1o the gov-
ernor’s mansion at Mrs. Clinton’s
request. The Clintons said in 1992
they had been unable to find the
records.

Law enforcement sources have
said Whitewater-related doc-
uments were removed from Mr
Foster's White House office during
two searches after his death — one
search made by aides close to Mr.
and Mrs. Clinton less than three
hours after his body was found.

Both searches were conducted
by White House Counsel Bernard
W. Nussbaum, to whom Mr. Foster

reported. During the initial
search, however, Mr. Nussbaum,
who has since resigned, was ac-
companied by Patsy L. Thomas-
son, a former Arkansas Demo-
cratic Party official who is now a
special assistant to the president,
and Margaret A. “Maggie” Wil-
liams, who is Mrs. Clinton’s chief
of staff.

The records taken from the Fos-
ter office were finally turned over
to David E. Kendall, the Clintons’
current attorney. Other doc-
uments, said to be the personal
property of Mr. Foster, were given
to James Hamilton, a lawyer who
was retained by Mr. Foster only
days before his death.

It was Mr. Foster — Mrs. Clin-
ton’s partner at Little Rock’s Rose
Law Firm — who handled the No-
vember 1992 sale of the Clintons’
half share in Whitewater Develop-
ment Co. to Mr. McDougal, and at-
tended to Whitewater corporate
tax problems in December 1992.

Mr. Clinton has denied any
wrongdoing, saying he and his
wife did “nothing improper" with
regard to Madison or Whitewater.
The Clintons have said they were
“passive shareholders” in the ven-
ture, although the White House

confirmed this vear that in No-
vember 1988 Mrs. Clinton sought
power-of-attorney to control the
Whitewater venture. The McDou-
gals never agreed to the request.

The Clintons also said they lost
$46,635 during the 14-year exis-
tence of Whitewater. The losses,
according to Mr. Clinton, came
from interest payments the Clin-
tons made in Whitewater's 1978
purchase of 230 acres along the
White River in the Arkansas
Ozarks.

Their 1978 income tax returns,
released last month, show they
paid $10.131 in interest to Great
Southern — one of the companies
linked to the Whitewater-Madison
transfers.

‘The White House said the Clin-
tons made the payment to Mr
McDougal, and that while they
knew he owned Great Southern,
they did not know why the pay-
ment was not made directly to
Whitewater.

Administration officials said
the Clintons, both of whom are
lawyers, never asked about the un-
usual arrangement.

Mr. McDougal, indicted in 1989

i
;
f
r

for fraud in connection with Madi- |
son and acquitred, has also denied |

any wrongdoing. He told reporters
in Lirtle Rock vesterday he was
“ready"” for congressional hear-

ings in the matter. Republicans |

and some Democrats have pushed
for hearings on Whitewater-
Madison.

“1 urge them to do it immedi-
ately. I've been maligned; the pres-
ident’s been maligned; . . . the peo-
ple of Arkansas have been
maligned by these Republican
bums, and I'm readv to face them.”
he said. “They 1ulk a good game,
but the subpoena never comes in
the mail.”

Hale, indicted in September
1993 on unrelated SBA fraud
charges. has since pleaded guilty
and agreed to testify for the gov-

ermnment in the Whitewater-Madi-

sonaffair Mr. Fiske has said Hale's
testimony is “fundamental” to his
investigation, although it is not
known what he may tell a grand
jury. )

A former municipal county
judge, Hale has said Mr. Clinton
and Mr. McDougal pressured him
in a March 1986 meeting for a
$300,000 loan. to be guaranteed by
the Small Business Administra-
tion, to Mrs. McDougal. The loan,
which was never repaid, went 1o
Madison and later was tranferred
to Whitewater.

Mr. Clinton has said he did not
recall meeting with Hale about the
loan. Hale described the meeting
in some detail.

The Fiske investigation has fo-
cused on accusalions that Mr
McDougal. who bought Madison
in 1982, illegally diverted deposi-
tor funds from the S&L to Mr. Clin-
ton, using overdrawn accounts and
Madison-approved loans.
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The directors alsu approved
Christmas bunus checks fur the .
selves and other Madison ens;
eesduring a December [Y54 b d
meeting — 11 months after a« - it-
ical federal audit said the S&l. . s

© onthe verge of insolvency: The -

nuses ranzed as high as s3000

after boaray e sredicts !
1983 will e avery prots ible vea

. for the association.”
Christmas honuses -ere up

proved — and paid — 1 1985 and
again n 1986, althouzh by that
time the federal government had
i1ssued a cease and desist order for
the S&L to halt operatiuns.

By mud- 1986, the 5&L — owned
by James B. McDougal, a longtime
friend and business partner of
President Clinton and Hillary Rod-
ham Clinton’s — had become a tar-
get of federal and state banking
regulators looking to shut it down.

Federal regulators would fi-
nally close Madison in 1989, at a
cost to taxpavers ol 3530 million, At
the tuime of 1ts closure, Madison
ufficers and executives had re-
cenved 517 mullion in unsecured
described Mr. McDougal as a
“one-time high roller”

The Iowa Republican has ac-
cused the former S&L owner of
using Madison “as a personal
piggy bank” and said the White-
water-Madison affair “is about the
arrogance of power — political
conflicts of interest that are self-
evidently unseemly”

Whatever the act, it proved suc-
cessful — at least for a while. With
the help of others, Mr. McDougal
effectively controlled Madison's
far-flung affairs and those of sev-
eral wholly-owned subsidiaries,
including a financial firm, real es-
tate company, marketing and ad-
vertising outlet, and construction
firm.

Suspected shell game

A review of federal and state
records and interviews with for-
mer business associates found
that Mr. McDougal:

® Diverted substantial amounts
of money from Madison projects
to himself and others, including

‘v .zs, emplovees and friends
lnus u.as at.comphshed according
to federal regulators. through his
total control of the S&L. enabling
him to “structure the development
and financing . .. s0 thart substan-
tial cash payments could be di-
verted to himself.”

* Used corporate resources, all
federally insured, to propose and
build several large land develop-
ments throughout Arkansas and
elsewhere, although many were
descnibed by the Federal Home
Loan Bank Board {(FHLEB) as be-
g of "questionable economic
worth.”

® Booked Madison profits in a
way to increase the S&L's net

worth, allowing him to make addi-
tional investments and, according
to the FHLBB, “direct cash to him-
self and other insiders.”

® Funneled payments on devel-
opment projects through business
entitics owned or controlled by
Mr McDougal, his then-wife, Su-
samn. uiner Madison employees, rel-
atives and “close friends”

The Fiske inquiry, now in its
third month, is looking into
similiar accusations regarding
Madison's ties to Whitewater De-
velopment Corp. and several pow-
erful Arkansas politicians. Mr.
McDougal is suspected of illegally
diverting loans through Madison
and improperly routing other
monies to outside interests, in-
cluding funds that were used to
pay the political and personal
debts of Mr. Clinton.
examining alleged “shell corpora-
tions" set up by Mr. McDougal and
probing suspected check-kiting
and account overdrafts authorized
by the S&L owner. Documents col-
lected by investigators so far, ac-
cording to federal authorities,
show that Mr. Clinton and others,
including Arkansas Gov. Jim Guy
Tucker, may have benefited from
the schemes.

Mr. McDougal was not available
for comment. His attorney, Sam
Heuer, did not return calls to his
office.

Federal interest in Madison
arose as early as 1984, when the
FHLEB first reported onthe S&L's
financial shortfalls. By 1986, reg-
ulators had determined that the
S&L’s management and its board
of directors, both headed by Mr.
McDougal, had “failed to operate
Madison Guaranty in a safe and
sound manner

In an 85-page report, the
FHLBB concluded on March 4,
1986, that Madison's insolvency
was inevitable and issued a federal
cease and desist order, looking to
close the operation down.

Madison eventually failed, but
not until 1989, when federal reg-
ulators formally shut it down at a
cost to taxpavers of $50 million.

HoldIng on to Madison

While banking regulatars both
at the spare “nd
lag . i
Madison's deteriorating financial
condition, Mr. McDougal was not
similarly disposed. Records show
he acted immediately to head off
regulators, reaching out to old and
new friends for help

“When things began to close in,
he wasn't a bit shy about trying to
do something about it,” said a long-
tume McDougal friend. a Little
Rock banker. “He has said, and 1
think he continues to believe, that
given enough time. he could have
pulled Madison out of the fire”

That the S&L eventually failed
was not due to a lack of effort by
Mr. McDougal.

_dale, Ark

One of his first undertakings
was to hire the FHLBB examiner
who had authored the 1984 report.
Sarah J. Worsham, who found that
Madison had engaged in “unsound
lending practices” and stood on
the verge of insolvency, was hired
as a senior vice president at
$65,000 a year.

Ms. Worsham was listed in Mad-
ison corporate documents during
the follow-up 1986 FHLBB inquiry
as Sarah J. Hawkins, but is ident-
fied in Madison loan documents as
Sarah Worsham Hawkins, one of
several officers at the S&L who ob-
tained unsecured loans — 1n her
case, $5,000.

She was a Madison seniwor vice
president, on the S&L's board of
directors and a member of Madi-
son's management committee,
which oversaw loans. Her com-
pensation. according to federal
regulators, included a S500-a-
month expense allowance, vearly
bonuses of $2,000 and a $35.000
Bentley.

With state and federal reg-
ulators closing in on Madison in
1984, the S&L then proposed a
unique refinancing plan, based on
the sale of $3 million in preferred
stock. The plan, aimed at satisfy-
ing the capital requirements of the
FHLBB, had not been suggested
before in Arkansas for an S&Land.
as a result, needed to be approved
by the Arkansas Securities Com-
mission.

That approval came in a May
1985 ruling by Securities Commis-
sioner Beverly Bassett Schaffer,
appointed to her post just four
months earlier by then-Gov. Bill
Clinton.

Mr. McDougal, 53. who an-
nounced his candidacy last month
for Congress in Arkansas’ 4th Dis-
trict, has said Mr Clinton ap-
pointed Mrs. Schaffer, then 31. to
head the commission as a “per-
sonal favor™ to him — a claim sne
and Mr. Clinton have denied.

Mrs. Schaffer 1s the sister of
Woody Bassert, a Clinton cam-
paign contributor and one of the
governor's 1984 re-election cam-
paign managers. she also 18 the
wife of Archie Schaffer, an execu-
tive of Tvson Foods Inc. of Spring-
th= ration’s largest pro-

R AR TN L

cal career.

She formerly worked for a Little
Rock law firm that also rep-
resented Madison. At one point,
she wrote a legal opinion defend-
ing the >&L's parucipation in a
questionable $3.73 mullion Cana-
dian real estate project. That proj-
ect, known as Campobello. also
eventually failed.

In reaching a decision that Mad-
1son’s preferred swck plan was le-
gal. Mrs. Schaffer rurmed down a
suggestion by her statf that she
Rel an opinion from the state At-
torney General’s Office as to
whether Arkansas law authonzed
the proposal

|
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Mrs. Schaffer said the Madison
plan — allowing the S&L to sell
preferred stock and to form a
brokerage service subsidiary —
was “acceptable and in accor-
dance with state law" She also said
she personally agreed with the
proposal.

With the turmer FHLBB exam-
Iner now on his staff and the mat-
ter before a securities commis-
sioner he has said was handpicked
by Mr. Clinton. Mr. McDougal's ef-
forts to stay in business began to
take shape.

The controversial plan was out-
lined to the State Securities Cofn-
mission by two Rose Law Firm
lawyers, Mrs. Clinton and Richard
N. Massey, then a first-year associ-
ate at the firm. The inclusion of
Mrs. Clinton’s name in the matter
was not missed by state officials:
the favorable ruling later was an-
nounced in a “Dear Hillary" letter
from Mrs. Schaffer

The Rose firm, in its effort to
convince regulators to keep Madi-
son open, cited an audit by a Little
Rock accounting firm — Frost &
Co. — saying the preferred stock
plan would result in an infusion of
money to keep the S&L afloat.
Frost said Madison had $109 mil-
lion in assets, including $86 mil-
lion in loans receivable,

The audit was written by Frost
official James Alford, who had two
outstanding Madison loans at the
time. It was later found by federal
regulators to contain numerous
misrepresentations.

Also, at the time of the ruling,
Mrs. Clinton was being paid a
$2,000-a-month retainer by Mr.
McDougal. The Clintons and the
McDougals also were partners in
Whitewater, a 230-acre real estate
projectin the Arkansas Ozarks be-
Eun in 1978,

The monthly retainer was per-
sonally sought by Mr. Clinton dur-
INg a summer 1984 meeting, Mr.
McDougal has said. The fees con-
tinued for at least 15 months —
totaling $30,000 — while the Madi-
son case was pending before state
regulators, all of whom had been
appointed by and were answerable
to Gov. Clinton.

Mr. McDougal, who now says he
has no assets, lives with friends
and exists on a Social Security dis-
ability pension, said the fee ar-
rangement was made after Mr
Clinton told him during a meeting
at Mr. McDougal's Little Rock of-
fice that he and his wife needed
casn.

In separate statements released
during the 1992 presidential race,
campaign officials said Mrs. Clin-
ton had not given the S&L legal
advice concerning its dealings
with state officials, that she did not
“intérvene or attempt to influ-
ence” the state concermung Madi-
s0n. that she had not been paid for
legal advice and that she was not

" = :frecord in the case.

«uid March 18, 1992, campaign
stop in Chicago, Mrs. Clinton
added that she had done legal
work for Madison, but ir did not
involve the S&L's dealings with
stateregulators. “I suppose I could
nave staved home and baked cook-
les and had teas” she saigd at a
breakfast rally, adding that “you
can't be a lawvyer if You don't rep-
resent banks”

JAMES B.
MCDOUGAL

Former owner of Madison
Guaranty Savings and Loan
Association

Age: 53

Home: Now living in trailer in a
Arkadelphia, Ark.

Family: Divorced. Ex-wife.
Susan Henley McDougal. now
in Tennessee anc facing
unrelated fraud charges in Los

Angeles.
Career highlights: Financial
adwiser to Gov. Bill Clinton in

Arkansas: owner of the Bank of
Kingston in Kingston. Ark.;
owner of Madison Guaranty
Savings and Loan Association
and a partner in Whitewatar
Development Corp.

Polities: Announced his

candidacy for Congress in
Arkansas' 4th Distrct.

The Wasnngton Times

Contradicts White House

The White House, which has
since acknowledged the 52,000-a-
month payments, has said Mrs.
Clinton’s involvement with Madi-
son and state regulators was mini-
mal.

Mrs. Clinton, in a statement re-
leased during the 1992 campaign,
confirmed that she talked person-
ally with Mr. McDougal in April
1985 “concerning the retention of
the firm by Madison Guaranty”
The statement said, however, she
met only that one time with the
S&L owner about the case,

But in a July 11, 1985, memo,
Mr. McDougal wrote to John
Latham, Madison's chief execu-
tive officer. that he needed to know
“everything you have pending be-
fore the Securities Commission as
Iintend to get with Hillary Clinton
within the next few days."

The White House did not re-
spond to inquiries concerning the
apparent discrepancy.

Despite concerns by regulators
as early as 1984 over Madison's
solvency, records show the Securi-
ties Department took no action to
close the failing S&L until federal
bank examiners determined in a
1987 audit that it was insolvent.
When federal authorities formally
closed Madison in 1989, the cost to
taxpayers was listed at $50 million.

In the handling of the Madison
matter by the Rose firm, Mrs.
Clinton's name was mentioned in
atleast two letters sent to the Secu-
rities Department. Both said the
state’s return correspondence
should be directed to Mrs. Clinton.

One Hose firm letter, dated
April 30, 1985, and addressed o
Charles F Handley, a Securities
Department financial supervisor,
was signed by the firm. The letter
said, however “Frirtha- it
uon oy T T
tamned from “Hillary Rodham
Clinton or Richard Massey of this
firm.”

[n a follow-up letter, Mr. Massey
suggested in a second letter that
state officials call "Hillary Rod-
ham Clinton or me" with any ques-
tions on the preferred stock pro-
posal.

The stock plan was never put
into cperation, a victum of Madi-
son’s rapidly deteroratung finan-
cial condiuon

I g
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Before her appointment, Mrs.
Schaffer was a lawyer with Mitch-
ell Williams Selig Jackson & Tuc-
ker. a Little Rock law firm whose
partners include Mr. Tucker, now
Arkansas’ governor Mr. Tucker
had hundreds of thousands of dol-
lars in loans from Madison and his
firm represented the S&L.

In her job as commissioner.

With the help of !
others, Mr.
McDougal effectively
controlled Madison’s
far-flung affairs and
those of several
wholly-owned
subsidiaries.

Mrs. Schaffer oversaw the state's |
S&Ls and reported to a six-person
state board. On that board was
Latham, a college classmate of Mr.
Massey's. Latham attended a se-
ries of meetings with regulators
an Madison’s behalf to negotiate
details of the stock proposal.

Latham, appointed to the board
by Mr. Clinton in March 1985,
eventually became chairman. In a
guilty plea in 1989 to falsifying
Madison records, Latham later
turned government witness in a
federal bank fraud case against
Mr. McDougal, who was acquitted
in 1990.

Attracting the RTC

aJan. 7, 1985, memo to Mr. Clin-
ton, Mr. MeDougal recommended
Latham's appointment to the
board, saying he was a “major con-
tributor to your campaign” in addi-
tion to being a certified public ac-
countant and lawyer. “Bill, we are
down to only about 15 state-
chartered savings and loan institu-
tions and I am about the only one
around who has any interest in this
board,” Mr. McDougal wrote.

Mrs. Schaffer has denied that
anyone from the Rose firm influ-
enced her handling of the Madison
case. She quit as commissioner in

1991 to return to Fayetteville, Ark., |

to practice law.
Last month, she told the Los An-

geles Times: “I dont know why
she [Mrs. Clinton] hasn't been

more open about explaining” her |

role in the Madison affair. “I don't
understand why they [the Clin-
tons] were in business with some-
one like McDougal ”

Mr. McDougal, who served asa |
financial adviser to Mr. Clinton in |

parmership.

Federal law enforcement
sources and others believe it was
Madison's public effort w stay
afloat in 1985 and its visible ties to

e S

the Clintons that attracted the at-
tenion of the Resoluoon Trust ;

Corp., which oversees failed S&Ls.

An RTC investigation was f

aimed at determuning if Madison
received favorable treatment
from state regulators. allowing it
10 remain open and wncrease 1is

eventual losses. The agency even- |
tually made 10 crimunal referrals

197980, bought Madison in late !
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Washington

Phalanx of federal investigators invades Rose fi

BY DAN SEWELL
Associated Prass Writer

Federa! investigators have
swarmed into Little Fock's Rose
Law Firm, poring over docu-
ments that fill almost 10 offices,
the firm’s managing partner
said this week.

- Under siege in the Whitewa-
tér Development Corp. affair,
Rose’s Ron Clark said his firm
has cut off contacts with former
partner Hillary Rodham Clin-
ton to avoid any appearance of
impropriety.

“We don't want to be accused
of sharing information, con-
spiring to destroy documents,
that sort of thing, so we've in-
tentionally not communicated
with Hillary,” Clark said.

Sixteen of
the firm’s em-
| ployees al-

ready have
| been ques-
tioned in the
investigation
by Robert
Fiske Jr., the
Whitewater
special coun-
sel, according
to a source fa-
miliar with the proceedings.

Meanwhile, two federal agen-
cies conducting their own in-
vestigations have sent eight to
10 people to the Rose firm daily
for the past three weeks to re-
view records relating to Madi-
son Guaranty Savings & Loan

Clark

Association, Clark said.

“We don't think we have any-
thing to hide or anything to be
ashamed of,” he said.

But that hasn't eased the in
tense serutiny of the 174-year-
old firm, which sent four part-
ners to Washington with Presi-

dent Clinton, only to see them

enguifed by controversy.

The first lady has been
dogged by questions involving
Whitewater, the 230-acre Marion
County land development the
Cliatons owned with James and
Susan McDougal from 1978-92.

Former Rose partner, deputy
White House counsel! Vincent

Foster, committed suicide July 20. .

A third former partner, Webb
Hubbell, resigned his job as the

No. 3 Department of Justice of-
ficial last month after the firm
questioned him about alleged
overbilling of clients.

Former pariner William
Kennedy lost some of his duties
as associate White House coun-
sel afler revelations that he had
failed to pay Social Security tax-
es for a family nanny.

The firm itself came under
investigation alter two couriers
alleged they were directed to
shred documents in folders
bearing Foster’s initials short-
ly after Fiske was appointed by
Attorney General Janet Reno in
January. The allegation beeame
an early foca! point of Fiske’s
investigation.

Rose-employees questioned

by the special counsel
have been asked mainly
the shredding, according
source familiar with the
tigation, who spoke on co.
of anonymity. .
Investigators from the
lution Trust Corp. and tt
eral Deposit Insurance
are studying firm record.
ed to Madison, which was
by James McDougal. M:
failed in 1889 at a cost
payers of at least $47 mil
Rose lawyers, inel
Hillary Clinton, did w«¢
Madison in the mid-188
subsequently represent
government in a lawsuit
ing the S&L after it faile
Clark declined to cor
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" 'm’s offices

il so far on Fiske's investigation other
ly about than to say “we’re going to co-
1gtothe operate fully.” -
e inves- As for the shredding allega-
endition tions, Clark called them a “to-
tally fallacious issue.”

12 Reso- “We have no information
he Fed- whatsoever that any documents
e Corp. belongi;f to Yince Foster were
dsrelat- destroyed,” Clark said, insisting
sowned the firm has been collecting and
fadison saving documents that might be
t to tax- related to Whitewater.

illion. He said some documents ex-
luding amined by investigators go back
rork for more than 10 vears. About 10
80s and rooms of the 120 rooms in the
tted the firm’s downtown Little Rock of-
tinvelv- fices have been taken up by in-
ed. vestigators and documents, he
ymment said.
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“This is the most
president of my lifetime, and that

could lead to disaster -
cally” Zbigniew Bl'u=zfxl‘:‘ml

l'l?;ll-lurlt of the Wall Street Jour-

Getting attention

Canadians aren't amused at a
North Dakota senator's sugges-
tion that the way to settle a trade
dispute over wheat is aiming
some nuclear missiles in his state
across the border.

“We've got 300 Minutemen I1Is
in North Dakota that we're ready
to re-target, and maybe that will
get their attention,” Democratic
Sen. Kent Conrad said during a
Senate Agriculture Committee
hearing.

The missiles are buried in silos
underneath farms all over the
state. Mr. Conrad’s joke got wide
play in the Canadian media. “Sen-
ator's Nuke "Em Quip Bombs in
North Dakota, Manitoba” was the
headline in yesterday's Winnipeg
Free Press.

“It was said in jest. If you were
at the hearing, it was taken in
jest,” Conrad spokesman Scott
Sloat said. “If anyone took it any
other way than the way it was in-
tended, the senator is sorry”

Economic growth

The withdrawal of the nomina-
tion of Zoe Baird for attorney
general because she failed to pay
Social Security taxes for a Peru-
vian couple who cared for her
child prompted Washingtonians
to seek Baird-proof solutions.

The New York Times reported
that au pair programs are one of
the hot solutions to this deeply
felt dilemma. The Western Euro-
pean youths are legal and doc-
umented, offer no bureaucratic
headaches, and do not require a
cent in taxes.

“This Zoe Baird thing contrib-
uted enormously to our growth,”
Celia Gaston, executive director
of Eurapair, an agency based in
Laguna Beach, Calif., told the
Times. “Especially in the Wash-
ington area. The growth trend
there has been spectacular”

Domenicl fuss

Ticking off some GOP col-
leagues, Sen. Pete V. Domenici of
New Mexico said he will oppose
additional cuts in discretionary
spending and will back the out-
lines of President Clinton's bud-

WI'IITEWATER POLLS

Times polied 1,682 adults April 16-19; the margin
percent.

Dontknow Mo

dmh or minus 3

The povernment Whitewater Did the Clintons engage in

probe ... ‘wrongdoing? mmNow ClJanwary
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Are the Clintons cooperati Has Whitewater changed your
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Adequately [N EY%  More favorable[l S MBI OHillary
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CNN-USA Today-Gallup polied 1,002 adults April 16-18; the margin
percent.

Is Clinton hiding something?

Yes [
No [N 57

Were Hillary Clinton's cattle
future gains...

egal
Unethical [ a0
Not seriously  [INEIRE
wrong

The Glllmn’ m.m in back taxes on Hillary Clinton's gains in the

ment of $26 billion in additional
cuts over five years sought by
deficit-attacking lawmakers. The
Iowa Republican said it was “the
most devastating move by our
party's leadership since George
Bush moved his lips”

“What a crock,” Mr. Domenici
said. His move came at the start
of House-Senate tions
over differences in budget res-
olutions passed by the chambers.
He fears further discretionary
cuts will hit defense.

Californla and Clinton

The White House is deter-
mined to stroke California voters
as often and as vigorously as pos-
sible to win their allegiance in
the 1996 idential election,
Richard L. Berke of the New
York Times

‘The state is mdely viewed as
the commerstone of President

, and
is year
will be considered a harbinger
for 1996, the Times said.

Consequently, the state Demo-

runner for governor, who was in-
intly criticized for ducking
debates, has agreed w participate
in three before the June 7 pri-
mnrs;rhe Francisco Exam-
iner said.

‘80s resulted from...

mmmm

Honest mistake _E!
The Washmgen Tmes

The debates will give Demo-
cratic voters their first opportu-
nity to watch her square off
against her party opponents, In-
surance Commissioner John
Garamendi and state Sen. Tom
Hayden.

Recovering In Texas

In Texas, Republican George
W. Bush's campaign hit
cratic Gov. Ann Richards for hir-
ing a felon to head a state drug
and alcohol abuse agency; her
aides said the attack showed in-
sensitivity to recovering alcohol-
ics.

With Mrs. Richard's approval,
the Texas Commission on Alcohol
and Drug Abuse hired Benjamin
Bynum as executive director. He
is a recovering alcoholic and sub-
stance abuse counselor, accord-
ing to the Houston Chronicle.

As Potter County judge in
1984, he was convicted of misus-
ing about $2,000 in checks be-
longing to a committee seeking
voter approval of an $8.9 million
bond issue for a court building.
He was placed on probation.

Bush spokeswoman Deborah
Burstion-Wade asked, “How in
the world would she put a
convicted felon in charge as ex-
ecutive director of a major state
agency where he'll oversee tax-
payer moneys?”

Richards spokeswoman Cindy
Rugeley said: “George W. Bush
should be ashamed. This is a man
who has shown you can conguer
your problems and contribute ©
society”

Mrs. Richards is also a “re-
covering alcoholic.”

The Washington Times rrivay, apriL 22. 1994




Actuaries
orecast
ngher cost
for health/'
v

The Clinton administration may
have understated the cost of insurance
premiums under its health care re.
form plan by as much as 20 percent, s
Eroup of actuaries said yes 5

The difference could cost taxpayers
billions of dollars because the govern-
ment would have to pay more in subsi-
dies to small businesses and low-
income employees to support the
higher premiums, according to the
study by the nonpartisan American
Academy of Actuaries.

_ But the actuaries said that, depend-
ing on various factors, the cost of
miums could be slightly less than the
administration's figures. The range of
the actuaries’ estimate is 98 percent to
120 percent of the administration’s
forecast

By,

A 15 percent increase in insurance
premiums would add about §100 billion
to the federal budget from 1996
through 2000, the group said; a 20 per-
cent increase would raise the budget
by $125 billion for the five years.

In that case, the White House would
have to propose additional taxes or re-
duce the scope of the plan's benefits.

The administration estimates that
the average premium per family would
be $3,087 and that the average pre-
mium for an individual would be
$1932. Based on the actuaries' find-
ings, the average premium could be
53,704 for families and 52,318 for inds-
viduals.

Businesses would have to pay 80 per-
cent of their workers’ premiums.

The group said it took into account
the administration’s proposal to put a
cap on premium increases. Without
that constraint, the premiums could be
B percent to 54 percent higher than the
administration’s predictions, the
Eroup said.

The report laid the discrepancies to
the administration's use of survey data
from the Health Care Financing Ad-

Federal probers crowd
Rose Law Firm offices

LITTLE ROCK, Ark. (AP) —
Federal investigators have
swarmed into the Rose Law Firm,
poring over Whitewater-related
documents that fill nearly 10 of-
fices, the firm's managing partner
said in a rare interview.

Under siege in the Whitewater
affair. Ronald M. Clark also said
his firm has cut off contacts with
former partner Hillary Rodham
Clinton to avoid any appearance of

impropriety.

“We don't want to be accused of
sharing information, conspiring to
destroy documents, that sort of
thing, so we've intentionally not
communicated with Hillary" Mr.
Clark said.

prosecu!
Jr's investigation, according to one
person familiar with the proceed-
ings.

Meanwhile, two federal banking
agencies cond their own in-
vestigations have sent eight w 10
persons to the Rose firm daily for
the past three weeks to review rec-
ords relating to a failed Arkansas
savings and loan, Mr. Clark said.

Mr Clark, who has rarely
spoken publicly since the White-

the firm, which calls itself the na-
tion's oldest west of the Missis-

sippi.

“We dont think we have any-
thing to hide or anything to be
ashamed of,” he said.

But that hasn't eased the intense
scrutiny of the 174-year-old firm,
which sent four partners to Wash-
ington with President Clinton only
to see them surrounded by contro-
versy.

The first lady has been dogged
by questions involving the White-
water land venture she and her
husband co-owned. Another Rose
partner, deputy White House

SEmiey,
called him & lf'to:rauy

fallacious issue.”

counsel Vincent W. Foster Jr., who
as the Clintons’ personal lawyer
handled their Whitewater deal-
ings, was found dead in a park last
summer in what police have ruled
a suicide.

A third former partner, Webster
L. Hubbell, resigned his job as the
No. 3 Justice Department official
this winter after the firm ques-
tioned him about alleged overbill-
ing of clients Rose has since filed
an ethics complaint against him

Former partner William H.
Kennedy III lost some of his duties
as a White House lawyer after rev-
elations that he bungled the han-
dling of White House secunty
passes and failed 1o pay Social Se-
curity taxes for a family nanny.

The firm itsell came under in-
vestigation after The Washington
Times quoted sources inside the
firm saying that Whitewater-
related documents had been
shredded. The allegation has be-
come an early focal point of Mr
Fiske's investigation.

Rose employees questioned by
the special prosecutor so far have
been asked mainly about the
shredding, according o a person
familiar with the investigation
who spoke on the condition of ano-

ty.

Meanwhile, investigators from
the Resolution Trust Corp. and the
Federal Deposit Insurance Corp.
are studying all firm records re-
lsted w Madison Guaranty Sav-
ings and Loan Association, a failed
S&L run by President and Mrs
Clinton's Whitewater real estate
partner.

Rose lawyers, including Mrs

(

Clinton, did work for the S&L in the
mid-1980s and subsequently rep-
resented the government in a law-
suit involving the thrift after it
failed

the government work.

Mr. Fiske also will have an inter-
est in those documents as be inves-
tigates whether depositor funds at
the S&L. were used illegally to
benefit the Clintons or White-
waler.

Mr. Clark declined to comment
on Mr. Fiske's investiganon, other
than to say “we're going to cooper-
ate fully”

soever that any documents belong-
ing to Vince Foster were de-
stroyed,” he said, insisting the firm
has been ing and any
documents that might be ted
o Whitewater.

Some documents looked at by
investigators go back more than 10
years, Mr. Clark said, adding that
10 rooms, in a firm with 120, have
been taken up by investigators and
documents.

s ’“’f%.fm"' Mr Hubbell which
plaint agai . Hu c
goes before a state Supreme Court
committee for investigation, Mr.
Clark said he considers the allega-
tions “very serious.”

The complaint against Mr. Hub-
bell may be the first time the Rose
firm has ever made a formal refer-
rl.lldasmnst a partner, Mr. Clark
said.

Mr. Clark declined to describe
the allegations except they
did not involve Whitewater or the
Clintons.

Mr. Hubbell, whointhe  :has
denied any wrongdoing, didn't im-
mediately return a call yesterday
to his Washington home. His at-
torney, John Nields, declined com-
ment.

ministration, which some critics say
undercounts health care spending.
The actuaries had access 10 a big data-
base on health plans in the private sec-
tor.

Yesterday's report reinforces recent
findings by the Congressional Budget
Office and private consultants.

The CBO and the private consulting
firm Lewin-VHI Inc. of Fairfax have
estimated that the average health in-
surance premium under the presi-
dent’s plan would be about 15 percent
higher than the administration’s esti-
mate. Hewitt Associates, an employee
benefits consultant, has said the White

ted
by as much as 28 percent.

James J. Murphy, executive vice
president of the actuarial group, said
the findings underscore the dearth of
reliable information on health insur-
ance. “Nobody has good data. It's one
of the frustrations.”

_In light of this uncertainty, any mas-
sive plan to restructure the nation's
| th care financing system must in-
cll:;le an adequate transition period, he
5a|

The actuaries have assigned 17 work

Wﬁm&mqn APRIL 22. 1994
—————————————

groups to advise the CBO and congres-

sional staffers.

chairman
and Labor labor-management rela-

tin_:l_;:ubm?nﬂm.
panel e
Clinton-style b
calling for a

dream.

L1 -

.n;l to pass both %
a single-payer

Canadian-style national
health plan. The single-payer plan is
favored by more than 90 House mem-
bers, and committee members want to
ensure it gets a serious hearing before
being dismissed as a political pipe

|26
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Regulators Intensify Investigation of Mrs. Clinton's Former Firm
AP Photo LRO14 of April 21

By DAN SEWELL= Associated Press Writer=

LITTLE ROCK, Ark. (AP) Federal officials have intensified their
investigation of the Rose Law Firm in the last three weeks, according to a
spokesman for the firm.

Ronald M. Clark, the managing partner, said eight to 10 investigators from
two federal banking agencies have come daily to the downtown Little Rock firm
where Hillary Rodham Clinton was a partner until her husband became president.

The investigators from two federal banking agencies and 10 years of
documents they are collecting related to Madison Guaranty Savings and Loan and
other work that Rose performed now take up 10 offices, Clark said.

The Resolution Trust Corp. and the Federal Deposit Insurance Corp. are
studying all of the law firm's records related to Madison Guaranty Savings and
Loan, a failed savings and loan that was run by President and Mrs. Clinton's
Whitewater real estate partner.

They also are examining the records of other legal work the Rose firm did
for the two agencies under contract. Clark said the investigators and the
records they have collected covering the past decade now take up 10 of the 120
offices in the firm.

The RTC and FDIC investigations are in addition to a broader probe being
conducted by special counsel Robert Fiske out of a separate Little Rock office
he opened three months ago.

Clark said the firm's only comment on Fiske's investigation is that
“"we're going to cooperate fully.'®

“"We don't think we have anything to hide or anything to be ashamed of,'"
he added in a rare interview.

To avoid any appearance of impropriety, Clark said, the firm has cut off
contacts with Mrs. Clinton.

““We don't want to be accused of sharing information, conspiring to
destroy documents, that sort of thing, so we've intentionally not communicated
with Hillary,'' Clark said.

The first lady has been dogged by questions involving the Whitewater land
venture she and her husband co-owned. Another Rose partner, deputy White House
counsel Vincent Foster, was found dead in a park last summer in what police
have ruled a suicide.

A third former partner, Webster Hubbell, resigned his job as the No. 3
Justice Department official this winter after the firm questioned him about
alleged overbilling of clients. Rose has since filed an ethics complaint
against Hubbell.

Clark declined to describe the firm's allegations against Hubbell, except
to say they did not involve Whitewater or the Clintons. Hubbell, who in the
past has denied any wrongdoing, didn't immediately return a call Thursday to
his Washington home.

The Rose firm itself came under investigation after two couriers alleged
they were directed to shred documents in folders bearing Foster's initials
shortly after Fiske was appointed.

Sixteen of the firm's employees already have been questioned in connection
with Fiske's investigation, according to one person familiar with the
proceedings.

Clark called the shredding allegations a ~“totally fallacious issue.''

““We have no information whatsoever that any documents belonging to Vince
Foster were destroyed,'' he said, insisting the firm has been collecting and
saving any documents that might be related to Whitewater.

e ek filed by:APW-(AR) on 04/22/94 at 00:26EST ***x*
**k%* printed by:WHPR(JEL) on 04/22/94 at 08:04EST #%**
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“Compassion in the -
ZWhltewater tlde

prayer for the pregident. That is 8
T command no of
faith is allowed to ignare. omhe

Mr. cnofftx ﬁm that be

. recalled his experience with
Richard Ni

Nixon, because that presi-
dent’s character was at the heart of
the Watergate cover-up, which
brought him to i

also quoted a paraphrase of
Proverbs 19:20, “If you profit from
constructive criticism, you will be
!laaed to the wise men's hall of

Onuneufhumndiobmd-
casts, Mr. Graham expressed cer
tainty that Mr. Nmn"s“mon.‘lmd
i 10 anyiing egal ke st

m L]
As the heat became more mmnse

ixon.
Mr. Graham called Nixon aide
Lurry Higby and suggested:
never possible we create p1c
ture situations such as the one
terday with you and Willy Hrnndt.
This causes public focus on the fact
that the president is not bogged
down on one issue, but is working in
other areas. [Graham] feels that the
mdﬂus%::dthmgwemdo

le
need to be diverted from

ter. That should be relevant tothe
press and the pubhc. If it ism't, it

says something about the character
dmmdpuhlinlrnmﬂydm‘t
care about such things, we are unin-

Mmmpu-aminthem
eral cultural decline.

Cal Thomas is a nationally syn-
5 1 col A




By ROBERT L. BARTLEY i
DES MOINES-‘‘Nattering nabobs @

negativism' Spiro Agnew called them—or, suicide. That Madison Guaranty Sav- |

come to think of it, us. The now-defrockss
vice president pioneered what is by now a
standard political card: In a corner, blame
your troubles on the press.

the Clinton administration is playing the
Agnew card to finesse its Whitewater
woes. The president lectures the American
Society of Newspaper Editors that the
press is detracting from more important
issues with preoccupation over twists and
turns of his finances. He then proceeds to
drop a few bombs in Bosnia, hold lots of
public meetings to deny that his health
plan is price control, motor in his old Mus-
tang and spend 90 minutes fielding
teenage questions at an MTV youth forum.
Meanwhile his subordinates complain
about the “frenzy” of press coverage of
Whitewater.

And here in an unseasonably summery
lowa, Clinton house philosopher James
Carville bragged Tuesday that he's not
running away from the Whitewater story,
but traveled 1,500 miles to confront it with
Rush Limbaugh and some bigfoot editors
on Ted Koppel's ABC “*Nightline."' He then
of course proceeded to run away from it
with nearly every word, along the way
spewing a lot of disinformation—for ex-
ample retreating to the “‘inoperative”
story that Mrs. Clinton had only one com-
modity trade after Chelsea's birth, The lat-
est records disgorged by the White House
list nine.

* - -

If there’s recently been a frenzy in the
press, much of it was caused by James
Carville, simply because he's so good at
what he's paid to do. It's true of course that
in the last presidential campaign he
played against the second team, the Bush
presidency being unable to sustain the en-
thusiasm of the likes of Roger Ailes and
Peggy Noonan. And that in New Jersey's
gubernatorial race he blew a big lead even
to Ed Rollins. Still, the “ragin’ Cajun”
spun the 1992 campaign masterfully, not
least in his i

B got
free rides. There was no big fuss, for ex-
ample, about his claiming “privacy” in re-
fusing to release his 1978 and 1979 tax re-

nor in 1978, There was no “‘frenzy" over
Gennifer Flowers, the press deciding that

* il she took money from the sleazy Star she

must be lying. And when Jeff Gerth of the
New York Times raised Whitewater Devel-
opment Corp.. the story died with the
Lyons report, supposedly a complete ac-
counting.

curiosity reawakened, we've also
d that Whitewater papers were
from Vincent Foster's office after

s & Loan, owned by the Clintons’ White-

* water partner James McDougal, was re-

ferred for possible criminal prosecution.
That when the Justice Department fired
all U.S. attorneys, a Clinton crony was put
iri charge in Little Rock, only belatedly re-
cusing herself from Whitewater. We saw
Webster Hubbell resign from Justice, and
William Kennedy demoted at the counsel's
office. White House officials admitted they
talked to regulators about the Whitewater
investigation. The only trouble here, the
Clintonites have it, is heavy breathing by
the press.
- - -
The mainstream American press re-
gentlemanly, indeed,
about one strain of the story, namely sex.
It was leery of the four Arkansas state
troopers, even though their stories and
Miss Flowers's corroborated one another.
There has been no frenzy about Sally Per-
due, who says she was threatened into si-
lence about her affair with Gov. Clinton.
Paula Jones, who says he subjected her to
a gross sexual advance and offers affi-
davits from two other women she confided
in at the time, is so invisible that conserv-
ative media policegroup Accuracy in Me-
dia has been taking out ads asking what-
ever happened to her.

There is a respectable argument that
such anecdotes are not front-page news, of
course. But it's hard to say they are being
Jjudged by the standards applied to the re-
porting about Anita Hill or Sen. Bob Pack-
wood.

* - -

The Agnew card may be trump, but the
Clinton camp has already drawn the suit
twice. In the campaign. Mr. Carville
frightened both the press and his opposi-
tion by waving the Willie Horton symbol;
it's a dirty trick, the notion went, to publi-
cize a candidate's faults, or even

Foster's death. The third has produced a
lull in Whitewater ;

If you can't draw the final trump,
though, you can find yourself doubled and
vulnerable. In Des Moines, Times Execu-
tive Editor Max Frankel described White-
water as “unfinished business" from the
1992 campaign; we await Mr. Gerth's next
story. For my part, I can testify that get-
ting tagged with blame for the Foster sui-
cide powerfully focused my own attention
on Whitewater. This third time around, I
doubt that the press will be cowed for
long

Recent history suggests, indeed, that
press-bashing is a sign of desperation. In
the end, after all, Spiro Agnew went out
with a plea of nolo contendere.

Mr. Bartley is editor of the Journal,

.‘.'5

Formula for Creating

Economic Depression
RohenGenetmmlumdmem

lesson from history. In his March 23 arti-

cle “Off ﬂ?.e Money: Presidents and Inter-

to Mr. Genetski, their shortsighted-
ness led to inflation
Thisisa of history. The in-

ump
in world oll and food prices. In fact, the re-
ports of the Councils of Economic Advisers
that Mr. Genetski cites reflected accu-
rately the potential of the do-
mestic economies at that time. Both may
Mnmmmmm.wem-
sionary monetary policy prior to the price
shocks was not one of them.

By Mr. Genetski's logic, we must con
muymsuedenaﬁmnrymmm
icy in anticipation of some possible sur-
prise. This is a formula for creating eco-
" nomic depression. The only basis we ever
have for making such policy decisions is
what we know. Today we know that there
is plenty of idle capacity to accommodate
the current rate of economic growth.
There is, therefore, no justification for
tightening the monetary noose.
= Unfortunately, Mr. Genetski Is also
wrong in claiming that the administration
Is in opposition to the Fed's recent moves.
The White House has been more than will-
ing to indulge Alan Greenspan's inflation
fantasies. That, if anything, is the policy
mistake in the making,

JEFF Favx
President
Economic Policy Institute
-Washington
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* W1 ewater Repossessio 1s

Sales Prachwm Clintons, Partners

For three years Mm.‘r..
a Texas grain elevator operator,
regularly mailed monthly gayments
to the Whitewater Devélopment
Corp. for a lot along Arkansas’
White River where he planned to
build a fishing cottage.

In 1987 he became critically ill
with diabetes and stopped sending
checks. By then he had made 35 in-
stallment payments of $244.69 to
the corporation part-owned by then-
Gov. Bull Clinton and his wife, Hilla-
ry. Along with his earbier $3,000
down payment, Soapes had paid for
much of his $14.,000 lot.

Whitewatef; employing a sales

LW 4

WHITEWATER, FromAl Y

“That is clearly . . . not a very con-
sumer-oriented method of selling
[land] at all,” said Bruce May, an Ari-
zona real estate lawyer and chairman
of an American Bar Association com-
muittee on land sale regulation.

Like others who bought lots in the
remote Ozarks development, Soapes,
who died in 1990 at age 59, had ac-
quired his property under a “purchase
agreement” in which the buyer re-
ceived no deed and had few rights un-
til the final monthly payment was
made. The sellers, in this case the
Whitewater Development Corp. joint-
Iy owned by the Clintons and James
and Susan McDougal, retained broad
powers to repossess and resell the
land—even in cases in which the pur-
chasers had paid off much of what
they owed.

“Poor man's real estate financing”
is how Arkansas real estate lawyer
Hal Kemp referred to the contracts.
In return for loose terms—
no credit checks or appraisals and low
down payments—such contracts of-
ten deal severely with anyone who
defaults. Typically, he said, the con-
tract says that if a person skips pay-
ments, all previous payments are con-
sidered “rent,” and any equity in the
land is lost.

“He just got to where he could not
pay for it and he let it go,” Clyde
Soapes Sr., 80, said of his son.

Soapes was hardly alone, More
than half of the people who bought
Ints from Whitewater apparently lost
ther land back to the company, ac-
cording to an analvsis of Whitewater
carporate records that were released
last week by McDougal. Sixteen indi-
viduals made payments—totaling
more than $50,000—but never re-
ceived property deeds, records show.

Many of the lots repoaaewed by
Whitewater were sold in the corpora-
tion's early years, shortly after Clin-
ton, in his successful run for gover-
nor, had billed himself as a consumer
advocate during his years as attorney
general.

A source associated with the Chn-
tons stressed that the use of escrow
sales at Whitewater “enabled people
to purchase who otherwise might not
have been able to.” In addition, she
said that most purchasers were buy-
ing vacation lots, and some simply

“walked away” from their properties
after holding them only briefly.

An investigauon by special counsel
Robert B. Fiske Jr. is focusing on the
financia! vies between Whitewater

compensation to Soa sf. th
pes for the
thousands of dollars in principal and

back the lot and sold it a third time,

Today, there is no trace of
Soapes' transaction in the land re-
cords of Marion County. Under the
terms of Whitewater's typical sales
contract, which was described by
real estate experts as commonly
used and completely legal in Arkan-
sas and some other states, if a buyer
defaulted, 1t 1s as if the transaction
never occurred. |

See WHITEW -fmn. A9, Col. 1

and McDougal's failed Madison Guar-
anty Savings & Loan, where White-
water maintained a checking account.

The 2,300 pages of records re-
leased last week by McDougal pro-
vide new details of how the land ven-
ture operated. Most of the
records—payment receipts, bank no-
tices and lot closing statements—
came from the Citizens Bank and
Trust of Flippin, Ark., where White-
::Lerdepmtedmyﬁunhhﬂ

es,

Far from being moribund, the re-
cords show the company was able to
sell some lots numerous times,
Soapes” lot, for example, was resold
in early 1990 to a Nevada couple for
$16,500, then taken back again after
just a few payments before it was
bought by a couple that finished pay-
ing for it an? .eceived a dead.

Whitewater collected perhaps as
much as $30:-,000 from lot buyers
between its inception in 1979 and Au-
gust 1990, according to the McDou-
gal records. Since 1990, Whitewater
has continued to collect money it was
owed by lot purchasers, and also pro-
vided tax benefits along *he way to
the Clintons and McDougals. Though
the Clintons and McDougals have
characterized Whitewater as a money
loser, McDougal said in an interview
earlier this spring that he has never
%mlyud&emmy’s&amml’

tirement-ag. Arkansans and back-to-
nature enthusiasts, Whitewater ad-
vertised in Mother Earth News and
offered easy credit. The remote de-
velopment is miles from a large town,
and jobs are scarce in the area.

Today there are few houses at
Whitewater. Some of those who
bought lots erected small cabins or
pitched tents. Others lived out of
trailers or vans, according to local
residents.

For some, the purchase arrange-
ment offered an easy way to buy land
in a favored vacation spot. M.D. Blair,
of Arkansas, said he fished every year
on the White River, and snapped up a
$14,000 Iot as a mobile home site
when he saw engineers beginning to
survey the area during one of his
trips. Blair received a deed after mak-
ing monthly payments to the Bank of
Flippin for seven years.

In most land sales financed either
by sellers or financial institutions, the
sale is recorded in the courts. Buyers
have certain due-process rights be-
fore foreclosure can be initiated.

—

. - May said that while many states al-
Jow so-called “escrow,” or contract
sales, they also have laws that protect
the buyer. In Arizona, for example,
the more payments a person makes
under a land sale contract, the harder
it becomes for the seller to repossess
it

McDougal has said in interviews
that repossession was an unfortunate
part of the resort land business, be-
cause there was a lot of “impulse buy-
ing” by people who did not have the fi-
nancial means or desire to meet the
terms of the sale. McDougal had used
the same sales method at other pro-

jects.

Land purchase agreements of the
sort used by Whitewater have been
consistently upheld by the Arkansas
courts, said Kemp, and are used often
there to market undeveloped land to
people who could not qualify for con-
wventional bank loans,

“It is not an advantage to the buyer
at all,” said Barbara Bonds, chairman
of the Arkansas Bar Association Real
Estate Committee.

Benny Kass, a Washington area’
. real estate lawyer, said land contracts

are common but that some states re-
quire that such sales be recorded as a
protection to buyers. He said he
sometimes recommends such sales
even to low-income buyers “if they
feel confident they [can] make the
payments.”

The terms were clear in the con-
tract signed by Bill and Hillary Chin-
ton when they sold a Whitewater Jot,

heldb;rﬂ!mpemnal}y wIMlSSIS-

“In rhe event the default continues
for 30 days then . . . payments made
by the purchaser shall be considered
as rent for the use of the premises,”
said the -antract.

The purchaser, Hilman Logan, lat-
er defaulted, and died shortly after fil-
ing for bankruptcy. In letters written
on the Clintons' behalf in 1988, one of
Hillary Clinton's colleagues at the
Rose Law Firm first suggested to the
lawyer handling Logan's estate,
which was tied up in bankruptcy, that
he “consider abandoning” the approxi-
mately $8,000 in equity Logan had
acquired in the lot.

Two months Later, in 2 move that
the lawyer for Logan's estate said he
was at a loss to explain, she reversed
course and paid Logan's estate
$8,000 in exchange for the land, even
though it was clear that was not re-
quired under the contract. White
House aides have said she paid the es-
tate to safeguard her interests in the
property.

The records released by McDougal
reflect no other such payments to lot
buvers who defaulted. Several had
made only a few payments; others
had paid for months or years and may
have had substantial equity.

w, Arrin. 21,1994 1 WaswingTon Post
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“They dont have any

pity for him,” abe said.

ys sald Gotilla lived
1  doors away at 121 Sun-
rise Lane with his mother,
an adult sister and two
younger siblings on a
= z-and-go” basis.

She said Gotilla’s family
pleaded with him in vain
after the funeral to move

of the house because
they knew he was into

manth, police said
Oun April 1 or 2, Gotllla

brought Coppola to his
Levitlown  home, the
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Curt Bradbury,
president and chief opera

cer of Little Rock’s Worthen Bank,
was invited up to President Clin-
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ent article

“The Name of Rose!”
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stock analysts say, has driven down
the prices of shares in Arkansas
perivd in which the market rose 10

since the pie
percent.

Little Rock sentiment now, as  compames by a total of $11 _b_illion

to Little Rock Central High School
then, seems aimed mostly at the
media, often with little awareness

to keep order.

Rock — “the big mules” in the

Southern vernacular — sat down
to talk about what they can do

about the bashing that the state’s
good name has taken in the wake

“sorry” for the pain his adminis-
tration had caused the folks in Ar-

skybox at Charlotte to watch  told Mr. Bradbury that he was
a little of the Arkansas-Duke final
of the national collegiate basket-
kansas, replied: “It ain't right. It
ain't right."

ton's
ball tournament.

.- was the

“They felt

puwer strucliure wiorks

cept having thenr community por-
trayved as a meral und ethical back-
see CLINTON, puge A0

last straw in

Mr. Bradbury refuses to discuss
his April 4 conversation in the
North Carolina skybox. But he has
emerged as the must aggressive
actor among 18 leaders who had

cobbled the fight-buck strawgy
over lunch on March 31 at the ex-

The bashing this time, some

tly encouraging reporters and col-

umnists to soften criticism of the
put it months ago, “that’s the way

we've always done it in Arkansas.”

president because, as one ofTicial

that the Clinton White House in-
voked "Arkansas-bashing” by sub-

The Little Rock power structure
is acutely sensitive to outside crit-
icism, the more so since the school

desegregation struggle in 1957-59

when President Eisenhower or-
dered the 101st Airborne Division

of the Whitewater-Madison sensa-

tions.

Arkansas whipped Duke for the
the only good thing that's hap-

pened to Arkansas in years. Four
the movers and shakers in Little

days before the game, a group of

people in Little Rock think that's

mind:

ht to the national championship, but alot of
“Let me tell you something,

trai

point of what was on

to someone who
e conversation, Mr.

he told the president. “We

our part are not playing rope-

"

Accordin
overheard
rard
i

a-dope anymore.”

Bradbury went s

CLINTON,/

From page Al v

water Mr. Bradbury says in a
telephone interview from Little
Rock. “They ought not to play
rope-a-dope. They ought to re-
spond.”

He dismisses suggestions from
Arkansas colleagues that he might
be too ambitious in going to the
nation's editors in person.

“l don't believe in bunkering
up,” Mr. Bradbury says.

Others among the business, cul-
tural and religious leaders who
met March 31 include the host,
Drake Keith, the president of Ar-
kansas Power & Light Co., which
has been a major power in Arkan-
sas politics and commerce for
most of the century; Bill Bowen. a
director of First Commercial
Bank and a Clinton loyalist who
once was rumored to be in line for
the chairmanship of the Federal
Deposit Insurance Corp., Rabbi
Eugene Levy of B'nai Israel con-
gregation, representing the cler-
gY; Shelby Woods, an advertising
executive; Ron Russell, executive
director of the state Chamber of
Commerce; and Paul Harvell, ex-
ecutive director of the Chamber of
Commerce of Greater Little Rock.

The only person who declined
an invitation was the Rev. Rex
Horne, pastor of Immanuel Bap-
tist Church, the state's largest con-
gregation, where Mr. Clinton is
still a member.

“Those are all good guys,” Mr,
Horne says in an interview.|
“They're mainstream fellows.
They are the kind of people who
have made Little Rock great, and
I'm sure something good will
come out of whatever they do."

Rabbi Levy seemed a bit puz-|
zled, and doesn't think the White-
water sensations have had muc
impact. “Most of the clergy an
the rabbinate still support Clin-
ton,” he says.

The first tangible result of the
meeting, Mr. Bowen says, was per
suading the manager of the Leg
acy Hotel to go public when L.
Davis, a visiting journalist, said ?

was knocked unconscious in h

room at the Legacy while he w

in Lirtle Rock working on his stor
for the New Republic. The hot
manager said on the day of th
reported incident Mr. Davis was |
the hotel bar, consuming six mart
nis. The bartender was not sur
whether it was four martinis o
six.

“This one was cryving out for ex-
posure,” Mr. Bowen says. “That
was just an example of a positive
response t0 a negative story. We
encouraged him. He didn't need
too much stimulation.”

Mr. Davis has acknowledged
that he drank about six martinis
but says he was not drunk. He also
does not believe his head injury,
which his doctor said was caused
by a blow with a blunt instrument,
was related to the drinks.

Mr. Russell, for his part, fol-
lowed up the March 31 meeting
with a letter asking 1,800 busi-
nesses affiliated with the state
Chamber to promote Arkansas in
letters to suppliers and customers,
in op-ed page articles and thewr
regular ad campaigns.

“Much of that attention has cast
some aspects of our state in a less
than favorable light. In the pro-
cess, we believe Arkansas has un-
justly suffered,” Mr. Russell says
in the letter mailed Monday and
made available to The Times.

The war council at the Little
Rock Club, an exclusive luncheon
club not to be confused with the
Country Club of Little Rock, pro-
duced a vague strategy to deal
with distress over reports stem-
ming from inquiries by the Justice
Department, press and political
opponents into finances of the
president and Hillary Rodham
Clinton.

“Number one was our attitude
that it is harmful and hurtful to
Arkansas, its people and its pro-
fessions. Two — to the extent that
it was wrong and provably wrong
— that a response should be gen-
erated,” says Mr. Bowen, who
served in 1991 and 1992 as chief of
staff to Gov. Clinton.

“There has been very little if
any talk about defending the pres-
ident. It has been about defending
Arkansas and its people," Mr. Rus-
sell says.

A few members of the Chamber
of Commerce complained their
organization was becoming too po-
litical by involving itself in the ef-
fort.

“That wasn't the point at all. It's
not that I wouldn't want to support
the Clintons on my own, but this
was a business-climate issue. I
didn't want this to get into a Demo-
crat versus Republican thing. It's

—
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an Arkansas thing,” Mr. Keith says.

Mr. Harvell says the chamber
would increase the $600,000 a year
it spends to recruit new jobs to the
area.

“Qur response to anything neg-
ative that might have happened in
Little Rock or Arkansas is just to
keep doing the positive things
we've been doing”

These and others at the meeting
represent a key part of the com-
munity Mr. Horne says has re-
mained surprisingly silent.
They're proud that an Arkansas
man is president but stunned and
puzzled that his election brought
“a white-hot light" that reflects
badly on their state and its culture.

Except for Mr. Keith, who de-
clined to disclose the complete list
of participants, each of seven par-
ticipants who spoke to The Times
says there were people they did not
know at the luncheon. However,

Mr. Harvell says no one was pres-
ent from the Rose Law Firm,
Tyson Foods Inc. or Stephens Inc.
companies, which have a 27 per-
cent holding in Worthen.

In an interview with The Times,
Warren Stephens, president and
chief operating officer of Ste-
phens, says he had not known of
the meeting but thought its orga-
nizers were on the right track.

“Whether I like it or whether |
dont like it, Curt's going to do
what’s in the best interests of the
bank. And it so happens I thinkhe's
right about this.,” Mr. Stephens
said

Mr. Stephens says the portrayal
of Arkansas is unfair and inaccu-
rate but concedes that the Clintons
brought much of the trouble on
themselves.

The link between Whitewater
and stock prices was drawn April
11 in a New York market analysis
of the $3.6 billion bank that is Ar-
kansas' largest.

“Worthen's stock has been very
weak over the last six months,”
wrote analyst Joseph Morford of
Keefe, Bruyette & Woods, which
specializes in banking stocks.
“Much of that can be attributed to
media distractions su
Bill Clinton and the Stephens fam-
ily's ownership.”

Frank Anderson, who follows
Worthen for Stephens Inc. but is
barred by his firm from making
outside trading recommenda-
tions, says, “We're all concerned
about the negative press on Ste-
phensmdtheimpamilr:ifhthm
on doing deals. I honestly think

that if you had the choice you'd as
soon not have the adverse public-
ity from \!r'hnt's happening in

A review of stock prices for 13
major public companies based in
Arkansas, plus Arkansas Louisi-
ana Gas Co., whose headquarters
has moved to Houston, showed a
21.7 percent loss in value since the
apogee of transition euphoria on

p5

P

Dec. 31, 1992, When the market
opened yesterday that translated
to a loss of more than $11.2 billion
in those stocks.

The key stock barometer, the
daily Dow Jones industrial aver-
age. has risen 9.7 percent in that
same period.

Business executives and ana-
lysts interviewed by The Times
say many other factors peculiar to
acompany or industry could affect
its price but most conceded an in-
vestor with equal choices might
consider the anti-Arkansas cli-
mate added risk.

“Maybe people are just avoiding
Arkansas stocks, or something,’
says Mr. Morford, the research
analyst who tracks Worthen,
whose stock dropped 14 percent
since Whitewater re-emerged as a
big story in October, and First
Commercial, whose stock was
steady until Sept. 30 but then
dropped 9.1 percent.

Tyson Foods, the nation’s larg-
est poultry producer, whose ex-
ecutives are close to the Clintons
and linked with the first lady’s
commodity trading, is down 186 |
percent or $623 million in stock |
value since he became president
while the price of shares in com-
petitor Hudson Foods has gone up.

“T just think it would be simplis-
tic to lay the decrease in a stock
price at the feet of Arkansas-
bashing,’ says researcher John
Bierbusse, who follows Tyson

Foods from St. Louis for A.G. Ed-
wards Co., a national stock bro-
kerage firm.

“You really never know why
somebody doesn't buy,” says Mr.
Stephens. “I think it [Whitewater
publicity] has a role, but I just
don't know how big a role”

Less certain is John Barnes, a
broker with Smith Barney in Little

Rock and business commentator

for the city's ABC television affil-

iate, KATV (Channel 7).

“I don't want to make the broad-
based statement that there is no
national prejudice, but each of
these has a reason. It’s a sad case
if somebody is being prejudiced
against a good company just be-
cause it's based in Arkansas,” he
says.

“Most Arkansans understand
what's going on here, that sud-

y somebody's turned on the

being microanalyzed."

Mr. Morford says the 20 Keefe,
Bruyette brokers who met with
Mr. Bradbury in New York two
weeks ago were impressed by his
approach.

“I was impressed by the way he
told the story and defended Arkan-
sas" Mr. Morford says. “He kind of
took it on. He said, “You bly
think this is the picture. isnot
the case. Could we have gotten that
successful if we were sleazeballs
or whatever?' "
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to the Justice Department, sug- |

gesting that Mr. McDougal may |

have manipulated $250.000 in
loans through the S&L and di-
verted other monies to the cam-
paigns of several Arkansas politi-
cians, including Mr. Clinton.

The RTC suspected that Mr
McDougal diverted depositor
funds from Madison to Mr. Clinton
using overdrawn accounts and
Madison-approved loans. The
agency also recommended a pos-
sible prosecution into reports that
Madison funds had been illegally
diverted to Whitewater.

Mr. McDougal, who has long
since traded in his posh Little
Rock home for a trailer in Arka-

delphia, has denied any wrong- |

doing. His lawyer, Mr. Heuer, said
he expects his client to be indicted
in the Whitewater-Madison probe.

Mr. Fiske, appointed special
counsel on Jan. 20 by Attorney
General Janet Reno, has said he
expects to take testimony from Mr.
McDougal, Mr. Clinton and Mrs.
Clinton under oath.

Under guidelines established
by Miss Reno, Mr. Fiske has the
authority to investigate whether
“any individuals or entities com-
mitted violations of federal law”
including Mr. and Mrs. Clinton and
others involved with the couple
through Madison and Whitewater.

The guidelines also give Mr
Fiske the authority to look into
Capital-Management Services
Inc,, a Little Rock lending agency
lhnt gave a $300,000 Small Busi-
ness Administration (SBA)guar
anteed loan o Mrs. McDougal.

Capital-Management's presi-
dent, David L. Hale, a former Lit-
tle Rock municipal judge who
pleaded guilty last month to un-
related SBA fraud charges, has
said Mr. Clinton pressured him for
the loan. About $110,000 of it even-
tually found its way into the White-
water account.

Mr. Fiske, according to the

guidelines, also has the authoriry |

fo investigate “other allegations or
evidence of violation of any fed-
eral criminal law by any person or
entity”
his investigation.

that mught surface during |

February 7, 138§
: Governer 8111 Clinton

Faom: Jia nedougal
cathy called yestarday to ask for my recommendations for two pesple
%3 i1l the vacancies on the State Savings and Loan Bcard.

fsr the industry pasition from the 2nd Congressional Distriet, |
reccorend John Lathas, who 1§ cRairman of the Board of Madlson
Juaranty Savings and Losn Association. Mr. Lathaa 11 a CPA and a
licensed attorney, He {3 4 major contributor to z;pour cangaign. Ml
zcard Af cirectors s 503 flack, giving hig Institution the largest
rinarity regresentation of any financial institution in the state.

Far tte zensumer position from the 4th Congressional District, |
recermend Or. Jerry tendall of Camden. Or. Xendall 13 a4 popular
figure at Camden, Wiy wife, Mancy from Magnelia. 13 widely and
favoradly know. Thelr cosplete suppart of your Jaministration Is
4 certainty,

Bill, =& are down 1o only 4bout 15 itite chartered savings and
loan institutions and | 4m about the only one around who has®any
interest la this beard.

JRM/ss
July 11, 198§
b1 ZemA Latmas
FACN: Jia Mefougal
1. This 13 peccanly 4 €900 Lize to TAKe 1N scme S-year

o8y SheAp. Leb'3 2i3cusa rates,

2. I omemd T3 cnev eYEPYIRITG yIu Mave senalng tafare

eeuritian 19319n a3 [ [nte=d 13 get with Millaey

Zlintam wilRmia the ceft Tew Zays.

Ml

Memos by James B. McDougal show he was nvolved with then Cov. Bill
Clinton and Hillary Rogham Clintar = 2t - s
Securities Der~~ e
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McDougals asset was ‘down home’ charm

By Jerry Seper

[

THE WASHINGTON TIMES fq i
LITTLE ROCK. Ark. — James
B. McDougal, the longtime
friend and business partner of
President and Mrs. Clinton's who
has emerged as a key figure in
the ongoing Whitewater-Madison
affair, has described himself as a
country boy just trying to do

4 8
A high school math wizard,
U.S. senatorial aide, would-be

politician and wheeler-dealer .

savings and loan owner during
the go-go ethos of the 1980s. Mr.
MecDougal befuddled both his en-
emies and his friends with his
“down-home act,” while turning a

sleepy rural S&L into a financial
behemoth.

In just three years, beginning
in 1982, Mr. McDougal's Madison
Guaranty Savings and Loan As-
sociation — now at the hub of a
multispoked criminal investiga-
tion by Whitewater-Maaison spe-
cial counsel Robert B. Fiske Jr —
exploded from %6 million in de-
posits to more than $123 million.

Madison loans made directly
to its officers and directors. in-
cluding Mr. McDougal himself,
grew at an equally astonishing
rate — from $500.000 to $17 mil-
lion in 1985. most of which were
never repaid By 1945, Mr
McDougal's net worth was est-
mated at $18 million.

“Jim McDougal is like the local
used-car salesman,” said Roy P
Drew, Little Rock stockbroker
and financial consultant. “He can
dazzle you with style and never
give one thought to substance.

“He had a gift for gab, made
numerous pelitical contacts,
didn't mind using them and
wasn't averse to cutting corners,”
Mr. Drew said, "It was a down-
home act that many people
bought.”

Rep. Jim Leach, ranking GOP
member of the House Banking
Committee who has been the
point man on Capitol Hill in the
Whitewater-Madison probe, has

see MADISON, page A8
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loans, most of which were never
repaid.

The bonus payments. pay rais-
es, loans and health-club member-
ships are described in more than
7.800 pages of documents released
vesterday by the Resolution Trust
Corp. (RTC) under the federal
Freedom of Information Act. The
RTC, which oversees failed S&Ls,
took over Madison following its
collapse.

The documents include minutes
of Madison board meetings, court
records on litigation involving the
S&L, letters from members of
Congress concerning the thrift’s
operation, mortgage and loan
agreements, partnership papers,
audits and other Madison business
records. The documents were
heavily redacted, with major por-
tions of some of them missing.

The health club memberships
are discussed during a Feb. 20,
1986, board meeting. John
Latham, board chairman at the
time, said there was a “need" for
Madison's officers and executives
“to remain in good physical and
mental state of health™”

Mr. Latham's suggestion that
the memberships be paid by Madi-
son was approved unamimously
“for all executive officers”

Mr. McDougal had resigned as
board chairman in October 1984
after a critical Federal Home Loan
Bank Board audit, but remawned as
the S&L's owner.

He is currently the focus of an
ongoing investigation by White-
water-Madison special counsel
Robert B. Fiske Jr., who 1s looking
into accusations that funds were
illegally diverted from Madison to
several Arkansas politicians. in-
cluding then-Gov. Bill Clinton

The Fiske inquiry also 15 aimed
at determining whether Madier=
funds .wera-
ferred to Whitewater Uevei.op
ment Corp.. a northern Arkansas
real estate partnership jointly
owned by the Clintons, Mr
McDougal and his then-wife. Su-
san. and whether S&L money was
used to pay off Clinton campaign
debts

The documents, released in two
boxes. also show that Madison was
lpoking to merge its operation
with Madison Bank and Trust of
Kingston. Ark.. a rural bank also
raned by Mr McDougal The pro-
pised merger — never approved
— would have allowed the S&L 1o
THP 3 New SOUrce ol revenue, using
4 revised recapitalization plan to
holzter 1ts falling assets

“Chairman Latham informed
the board that the law firm of
Mitchell, Selig and Tucker had
been contacted to handle the

merger application involving |

Madison Bank and Trust of
Kingston and the savings and
Ipan,” according to minutes of a
Sept. 19, 1985, board meeting.

The Madison board voted unan-
imously to seek the merger, but
the law firm withdrew. It said one
of its partners, Jim Guy Tucker,
now Arkansas governor, had bor-
rowed hundreds of thousands of
dollars from the S&L. The Tucker- .
Madison connection, cited as a po-
tential conflict of interest, was
listed by the firm as a reason for
disqualifying itself.

Mr. Fiske has subpoeaned rec
ords from Mr Tucker, mcludml
those showing his involvement
with Madison.

The proposed merger came at
the same time Little Rock’s Rose
Law Firm — where Mrs. Clinton
was a senior partner — presented
a preferred stock plan to state
banking regulators in an effort to
keep Madison in business. The
proposal came in letters to the
State Securities Department. At
least two of the letters mentioned
Mrs. Clinton as the Rose contact.

State Securities Commissioner
Beverly Bassett Schaffer, who
headed the department, was ap-
pointed by Mr. Clinton. Her de-
cision to accept the stock plan,
keeping Madison afloat, was ad-
dressed to “Dear Hillary" Mrs.
Schaffer, a lawver, had worked at
Mitchell Selig and Tucker before
her appointment and had been in-
volved in Madison's representa-
tion.

The RTC-released records also
show
McDougal's direction, had under-
taken a number of riskv loans,
many of which lacked the neces-
sary collateral to justifv their issu-
ance.

although the redacted lists showed
there were more than 200 deln-
quent lpans totalling more than
$15 million.

Many of the RTC documents re-

that Madison, under Mr |

lated to protracted legal battles be- -

rween the RTC, Madison and Seth

Ward, an officer of a Madison sub- |

sidiary and a major borrower at
the S&L.

Mr. Ward, father-in-law of for-
mer Assoclate Attorney General
Webster L. Hubbell. a former Rose
partmer of Mrs. Clintons’ who re-
signed March 14 amid accusations
of overbilling chents, sued Madi-
son in 1987 for back commissions
and was awarded 5$353.000 belore
Madison's collapse




Rose lawyer on RTC detail

once worked for Madison -

ASSOCIATED PRESS

A lawyer at Hillary Rodham
Clinton's former Arkansas law
firm, who is doing government
savings and loan cleanup work,
was emploved previously by the
failed Arkansas S&L now at the
center of the Whitewater-Madison
controversy.

According to a federal official
familiar with the case, Patricia J.
Heritage, now with the Rose Law
Firm in Little Rock, prepared rec-
ords of board meetings at a subsid-
iary of Madison Guaranty Savings
and Loan Association.

Ms. Heritage said in an inter-
view Monday with the Associated
Press that she had prepared the
minutes of board meetings for
Madison Financial Corp., the real
estate subsidiary of Madison, un-
der the guidance of John Latham,
a top official at the S&L.

Federal regulators have ques-
tioned whether those minutes may
have been falsified, noting that
other S&L documents appear to
contradict the official version in
the minutes.

“All I was told to do was to me-
morialize the meetings that took
place between Jim [McDougal]
and John Latham Ms. Heritage
said. “] did that, checking ac-
counting records and land pur-
chases, and I recorded them as
needed”

Ms. Heritage, who has not been
accused of any wrongdoing, also
said she has cooperated with US.
special counsel Robert B. Fiske Jr.
Mr. Fiske is probing the failure of
Madison and whether depositor
funds were diverted to the White-
water Development Corp., a real
estate venture in which President
and Mrs. Clinton, along with Mr.
McDougal, the S&L's owner, were
partners.

Ms. Heritage also said she left
Madison in 1987 after serving as
an administrative assistant to S&L
officials. Investigators did not be-
gin poring over the records pre-
pared by Ms. Heritage until after
Madison's 1989 failure.

In the interim, Ms. Heritage
went to law school and subse-
quently was hired by the Rose
firm, where Mrs. Clinton was a
partner.

Pre-takeover trades draw probe,,

ASSOCIATED PRESS

Stock market regulators are
investigating suspicious trading
activity in two companies that
Tyson Foods Inc. of Springdale,
Ark., has proposed to acquire, a
source said vesterday.

The inquiry focuses on trad-
ing in shares of two companies
prior to Tyson takeover offers —
Arctic Alaska Fisheries Corp.
and WLR Foods Inc. — said the
source, who spoke on condition
of anonymity.

As part of the Arctic Alaska
inquiry, Securities and Ex-
change Commission investiga-
tors have contacted William H.
Kennedy [II, associate White
House counsel, the Wall Street
Journal reported in yesterday's
editions.

Mr. Kennedy's uncle is one of
the investors who purchased
shares in Arctic Alaska before
Tyson's takeover offer in June
1992, said the report, which
cited unidentified people famil-
iar with the inquiries.

White House spokesman
Mark Gearan said yesterday
that Mr. Kennedy had agreed to
cooperate with the SEC. Mrn
Kennedy is a former partner at
the Rose Law Firm, which
worked on the Arctic Alaska

Fisheries deal, the report said.

Mr. Kennedy said he didn't
work on the deal and wasn't
aware of his uncle's trading, the
report said.

In the WLR Foods inguiry,
WLR spokeswoman Gail Price
said officials from the National
Association of Securities Deal-
ers provided the company a list
of people who regulators said
traded in the company's shares
prior to Tyson's $329 million
hostile takeover bid on Jan. 24.

It is a violation of federal se-
curities laws to trade in a com-
pany's securities based on confi-
dential information about
takeovers and other major cor-
porate events,

The NASD regulators asked
WLR officials if any of the peo-
ple named on the list had rela-
tionships with the company, she
said. WLR Foods Inc., based in
Broadway, Va., is a poultry pro-
cessor with annual sales of
about $700 mullion.

A NASD spokesman said he
could neither confirm nor deny
existence of an investigation and
an SEC spokesman had no im-
mediate comment. A telephone
call placed to Tyson headquar-
ters was not immediately re-
turned.

|

In her current job, Ms. Heritage
does S&L cleanup work at Rose on
behalf of the Resolution Trust
Corp., the federal S&L cleanup
agency.

The RTC on Monday released
more than 7,800 pages of doc-
uments relating to the failure of
Madison, which closed in 1989 at a
cost to taxpayers of $50 million.

The papers do not focus on the
Clintons or on Whitewater. How-
ever, they do offer a glimpse into
Madison’s failing fiscal health,
much of which occurred under the
stewardship of Mr McDougal.

The documents, including rec-
ords of delinquent loans, minutes
of board meetings and details on
investment strategies, were re-

WEDNESDAY, APRIL 6. 1994 «

leased under Freedom of Informa-
tion Act requests by the Associ-
ated Press and other news
organizations.

Asked for comment Monday, Mr.
McDougal dismissed the RTC as
“an arm of the Republican Na-
tional Committee.”

Mr. McDougal, who was acquit-
ted of bank fraud in a 1990 trial, is
seeking the Democratic nomina-
tion for a congressional seat from
Arkansas.

The newly released documents
leave unanswered some key ques-
tions — such as who got which
loans — since the names of indi-
vidual recipients were stricken
from the documents.
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(ATTN: National editors) (Includes optional trims)

RTC Documents Show Bentsen Made Whitewater Inquiry (Washn)
By James Risen= (c) 1994, Los Angeles Times=

WASHINGTON Treasury Secretary Lloyd Bentsen, while a senator from Texas,
made ingquiries with federal regulators at the Resolution Trust Corp. about the
agency's handling of a real estate venture owned in part by Madison Guaranty
Savings & Loan, the failed Arkansas thrift linked to the Whitewater
controversy, newly released documents show.

The documents, released by the RTC, show that Bentsen contacted the agency
in 1991 on behalf of an Austin, Texas, real estate agent angered by the way
the agency was disposing of real estate held by Madison at the time it was
seized by federal regulators. Bentsen sought and won high-level attention
within the RTC for the complaint, although it is unclear what action
ultimately was taken by the agency.

The letters connected to Bentsen's inquiry in the case were among 8,000
papers released by the RTC in response to Whitewater-based requests from the
media under the Freedom of Information Act.

There is no evidence that Bentsen's contact with the agency went beyond
the normal actions of a member of Congress on behalf of a constituent.
However, members of his senior staff at the Treasury Department, including
his chief of staff, have come under fire for their actions in overseeing the
RTC since late last year.

Those aides, including deputy Treasury Secretary Roger Altman and chief of
staff Joshua Steiner, are now under scrutiny by Whitewater special counsel
Robert B. Fisk Jr. for their contacts with White House political aides about
the RTC's investigation of Madison.

(optional add end)

Bentsen is chairman of the RTC's Oversight Board, which helps set broad
policy direction for the agency. Treasury spokesman Howard Schloss said
Tuesday that Bentsen has never considered recusing himself from his
involvement with the RTC because of his earlier contact with the agency on
the Madison case.

' "These were normal constituency referrals'' to an agency from a member of
Congress, Schloss noted. "~ “The issue of recusal was never considered.'!

Schloss added that Bentsen has not been involved with the Madison case
since he joined the Clinton administration, either in his role as Treasury
secretary or as chairman of the RTC board. The oversight board does not get
involved in the agency's handling of individual institutions.

*kk%  filed by:LAWP(--) on 04/06/94 at 02:24EST *+%#
**%% printed by:WHPR(162) on 04/06/94 at 03:26EST #*%*w%



U.S. NEWS

obert Fiske, the ial counsel
Rinvestigat'mg the Whitewater af-

fair, has always been liked wher-
ever he worked. In fact, lawyers who
served under him when he ran the U.S.
attorney’s office in New York in the
1970s still gather for reunions at which
they pay trnibute to their former boss. At
one, they jokingly compared the mild-
mannered Fiske with his flamboy-
ant succes-

OF JUSTICE
ﬁﬂm of law on this

OBSTRUCT
Finding criminal

Sew York Whereas G
pouint 1o arrest Wall S

The avenging
angel Fiske

As administration officials start clearing one
another, the prosecutor sifts the evidence

There's no way to kmow whether
Fiske will leave behind such feel-
i‘:&s when he finally finishes his work on

itewater. But last week, the heat di-
minished for some top White House
aides under the special counsel's scruti-
ny. Roger Altman, the deputy secretary
of the Treasury Department, broke his
silence on just what happened when

White House officials called over to

the Treasury Department about the
Whitewater affair. Altman told
U.S. News columnist Gloria Borger
that none of his White House col-
leagues ever tried to impede the
Resolution Trust Corp.’s investi-
gation into Madison Guaranty
Savings & Loan—the Arkansas
thrift that is at the heart of the
Whitewater scandal (“On Poli-
tics," Page 26).

Clearing the air. Altman clari-
fied questions surrounding two
controversial phone calls from
the White House to the Trea-
sury Department. In the first
call, placed on February 25,
top Clinton aides George
Stephanopoulos and Harold

Ickes chided Altman-—who
doubled as acting head of the

RTC—for recusing himself

from oversight of the RTC

probe of Madison without
first informing the White

House. There is nothing ille-

gal or untoward about that.

But some officials have been

quoted anonymously as say-
ing that Stephanopoulos and Ickes. in
that same consersation. then asked
Altman whether Jay Stephens. a prom-
n { Slcan hin

ton when the president fired all the
U.S. attorneys, including Stephens, in
the early days after he came into of-
fice. Stepha ulos and Ickes have
denied mlkm?soutﬁ an inquiry of Alt-
man. Altman says Stephanopoulos and
Ickes never “did anything wrong.” .

Altman also light on a second
phone call. This one oc-
curred the same day
and took place between
Stephanopoulos and
Treasury Department
Chief of Staff Joshua
Steiner. Altman has knowl-
edge of the conversation be-
tween Steiner and Stephanopou-
los, even though he was not a
direct to it. The question
about that call is whether Stepha-
nopoulos merely, in his words,
“blew off steam™ about Stephens'’s
hiring or whether he pressured
Steiner to dismiss Stephens, a former
GOP U.S. attorney and ongoing Clinton
critic. In this conversation, too, Altman
says “nothing improper occurred.”
Sources confirm a New York Times re-
port that Steiner himself told Fiske's
grmd jury that he felt no pressure from

tephanopoulos to stymie Stephens's
work.

Clearly, Altman's comments were de-
signed to reduce the unhappiness with
him inside the White House. In recent
days, White House staffers have been
furious at Altman, accusing him of be-
ing the source behind damaging stories
about Stephanopolous and Ickes in an
effort to save his own hide. “1 don't i
want to believe that he'd do that,” says |
a Clinton insider who had touted Alt-
man to be White House chief of staff
one day—or the next T secre-
tary. Altman has steadfastly denied
those whisperings. With his comments |
to U.S. News, Altman may have hoped
1o begin his own rehabilitation.

Altman's words not only help Ickes
and Stephanopoulos but also boost the
fortunes of Bernard Nussbaum, whose :
tenure as White House counsel ends |
this week. Some attorneys now in- ‘

volved in the Whitewater affair have
been pointing fingers at Nussbaum, in-
timating that he tried to persuade Alt-
man—a longtime friend of President
Clinton's who is greatly admired
for his political skills—not 1o re-
cuse himself as head of the RTC.
If Nussbaum had tried to keep a
political crony of the president in
ch of the RTC investigation in
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from recusing himself. “Nobody ever
asked me not 1o recuse myself, includ-
ing Bernie Nussbaum,” he says.
“Probably OK." Even without Alt-
man's defense, it is hard to see how
Fiske would be able to bring an obstruc-
tion of justice charge against
= Stephanopoulos or anyone clse in
the White House based on the
evidence that has surfaced so far.
The relevant statute in determin-
ing an obstruction of justice
charge is the now famous Title 18,
Section 1505 of the U.S. Code,

it
)j which targets someone who “cor-

ruptly, or by threats or force ... en-
deavors to influence, obstruct or im-

e
= pede the due and proper administration

of the law.” Section 1505 doesn’t men-
tion the word “intent,” but legal experts
say that it is essential to prove that
someone intended 1o obstruct justice to
secure a conviction. “From what I can
tell of [Stephanopoulos's calls]—and I
don't know more about it than ['ve
read —it's probably OK,” says one for-
mer White House counsel.

U.S. News has also learned that the
hiring of Stephens was not the work of
GOP holdovers in the RTC as the presi-
dent has implied. Sources familiar with
the hiring say it was based largely on
the work that Stephens’s
firm—San Francisco-based
Pillsbury Madison & Su-
tro— had done for the RTC
in the past. It is also true,
however, that the RTC
reached out to Pillsbury be-
cause of Stephens himself,
whose name was submitted on the
law firm's bid for RTC business.
While upper-echelon administra-
tion figures secem to be digging their
way out from under suspicions that they
might have obstructed the RTC probe
of Whitewater, other questions remain.
Republican Rep. Jim Leach, for in-
stance, has raised unresolved questions
about whether investigators in the Kan-
sas City office of the RTC were pres-
sured by superiors to skew their inquir-
ies. Beyond that, there are still many
questions about the side of the story
that relates to the Clintons' finances
during their days as investors in
Whitewater (box, Page 24). New allega-

tions surfaced late last

-y week when the Wall Street
Journal reported that a 1992

audit of the Clintons

Whitewater deslings suz
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key questions regarding Whitewater
will be whether Fiske is the right man
to sort through these questions or
whether the White House—and the
country —now finds much of its politi-
cal life being driven by someone who
isn't up to the job. So far, Fiske has
been criticized for everything from in-
terviewing witnesses (00 quickly —and
without taking enough time to pre-
pare —to being too vocal in insisting
that Congress abandon or at least de-
lay Whitewater hearings. (Lawmakers
will probably start thumping the gavel
at Whitewater hearings sometime next
month.) Still, an examination of Fiske's
legal career and style suggest that he's
likely to do a commendable job, albeit
one that could go on for some time be-
cause of his penchant for thoroughness
and running cases himself,

Fiske harks back 10 a more genteel
age in American law. At 63, he has—
with time off for stints in the Justice
Department — been associated with just
one law firm: New York's Davis, Polk &
Wardwell. It is among the most blue-
blooded of the city's firms, and Fiske's
expertise is in one of the firm's special-
ties —white-collar crime. Fiske himself
has a decidedly preppy pedigrec —the
private Pomfret School, Yale, a pen-
chant for sailing. Lawyers who have
worked with him, though, are quick to

note that he's a “regular guy"
who is very approachable.
Still, when they tipped their
hat to Fiske at a gathering of
his attorneys some years back
they gently teased him about
his Connecticut WASPishness
with a takeoff on Edgar Allan
Poe’s “The Raven™

As my friends are all Aryan
And settled into Darien

I know only finest peerage
And no peasants out of steerage.

If there is an organizing
principle that defines Fiske as
an attorney it is an almost
passionate calm. Former fed-
eral Judge Harold Tyler calls
him “a judge's lawyer” be-
cause Fiske's style is short on
flamboyant gestures like
preachy sermons or fancy le-
gal maneuvers that can annoy
judges. Instead, he relies on a
steady onslaught of facts, It's
a substance-over-style philos-
ophy that Fiske learned from
his mentor, Hazard Gillespie,
a major litigator at Davis, Polk when
Fiske was an up-and-coming lawyer,

Straight arrow. That cthos was on
display in 1991 and 1992, when Fiske
defended David Brown, a land devel-
oper in Miami tried on accusations of

real estate fraud. Fiske and his team of
lawyers holed up in their hotel for nine
months, doing their own laundry down
the hall, and poring over details, Dur-
ing that time, Fiske became an author-
ity on the trial's growing transcript,

TRADING PLACES

Accounting for a $100K score

' he moming after Hillasy
Rodham Clinton disclosed
that she made §100,000 in less
than a year on a $1,000 commod-
ities investment, her aides were
worried about public outrage.
But no one called the White
House switchboard to complain.
Instead, there was a surge of
phone calls expressing concern
about an entirely different mat-
ter: People noticed that Mrs.
Clinton had failed toweara
safety helmet while bicycling
during her family's California
vacation last week. The first lady
got the word and began wearing
a multicolored hard hat while

12 around San Diego But
ww 1 larger point The
Fulliccaressem it
MWhitewaterand

peda

scandals surrounding Bill and
Hillary Qlinton.

That conclusion may be overly
optimistic because questions re-
main about Mrs, Clinton’s 16-
year-old commodities transac-
tions. Among them:

u Were the lnvestments a form of
cromytsm mot avallable to everyday
folksT White House officials ad-
mit that Arkansas lawyer James
Blair, who represented Tyson
Foods, advised Mrs. Clinton in
1978 on the transactions. At the
time, Bill Clinton was attorney
general and the favorite in that
fall’s gubernatonal election,

| which he won. Tvson subse.

quently benefited from deci

stons by Chinton's<tate govern

Still, the White House says it
was pot a sweetheart deal be-
cause Mrs. Qlinton conducted
her own trades and was exposed
to considerable risk of losses if
her investments bombed.

u Was Mrs. Cliaton aware that her
main broker, Robert “Red” Bose
of Refco lec., had been penalired
for bis busimess practices? Bone
and Tyson Foods (where Bone
was vice president) had been ac-
cused in 1970 of trying to rig the
price of eggs. Under a legal set-
tlement reached in August

1977 = a year before Mrs. Clin-
| ton's commodities venture be-
gan — Bone was barred from fu.

Catching up. The Clintony sevck
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Clearing up. Deputy Treasury Secretary Roger Altman (far left) says he was not
subject to improper interference by departing White House counsel Bemard
Nussbaum (upper left) and top aides George Stephanopoulos and Harold Ickes.

which eventually swelled to 26,000

P

ey Dunne, who worked on the
case, recalls that toward the end of the
trial, disputes about long-ago testimony
would arise in court: “Inevitably, Bob
would stand up in April and say, ‘Most

night until 3 a.m. Brown was exonerat-
ed on 39 of the 40 counts against him,
and the remaining charge is being
appealed.

In other cases as well, Fiske had an
uncanny capacity to immerse himself in
technical detail. Among his biggest tri-

“Bob had to become a nuclear engineer
for all practical purposes,” says Henry
King, managing partner of Davis, Polk.

One interesting thing to watch in
coming months is Fiske's demand for
secrecy. Back in the 1970s, he made the
lawyers in the US. attorney’s office
dealing with one sensitive casc sign affi-
davits that they had not leaked informa-
tion. And when news reports recently
suggested that leaks were coming out of
his Little Rock operation, Fiske gave an
angry defense of his team, and most
doubted that the disclosures were com-
ing from anyone working for him.

More important will be clues about
when and where Fiske pursues indict-
ments. He is not likely to do so unless
he thinks he can win. As U.S. attorney
in New York, Fiske often displayed a
good intuitive sense of which convic-
tions would hold up and which
wouldn’t. He was also fearless about go-
ing after tough cases that other prose-
cutors had found hard to crack.

Years from now, will Fiske's
Whitewater staff gather for reunions to
talk about the convictions of White
House staffers in obstructing justice?
With Roger Altman lifting the pall over
his colleagues, that seems increasingly

respectably, your honor, witness so and | umphs was successfully defending the doubtful. ]
so said X back in October.' If Bob re- | manufacturing giant of Babcock & Wil-
membered it, it was accurate.” While | cox, the company whose machinery was | By MATTHEW COOPER AND DAVID
Fiske and his ng associates waited | blamed for having caused the Three | BOWERMASTER WITH GLORIA BORGER
for the verdict, they shot pool one | Mile Island nuclear disaster in 1979. | AND GREG FERGUSON
B | res trading for 30 days. Later, | sas's Rose Law Firm, where she | Administration sources say
Bone was accused by regulators | was a partner while her husband | she was pleased when White
of mingling his accountsand al- | was governor. For example, U.S. | House Chief of Staff Mack
locating profits to favored cli- News has learned that the Rose | McLarty put Whitewater strate-
ents and was subsequently fined | firm was paid $101,630 by the gy under the talented White
for “serious and repeated viola- | Washington-based National House staff secretary, John Po-
\s tions of record-keeping func- Center on Education and the desta. Mrs. Clinton also wanted
y =5 tions, order entry procedures, | Economyin1991for aneight- | Cutler, a widely respected figure
LA margin requirements, and month stint by Mrs. Clinton dur- | in Washington, totake a high-vis-
’ . hedge procedures.” But the ing which she helped direct an ibility role in defending the Clin-
White House says Mrs. Clinton | education-reform program. Mrs. | tons, which he has done.
knew nothing of the problems | Clinton was also a member of the Perhaps the biggest lesson
and informed industry sources | center’s board of trustees, which | Mrs. Clinton has learned from
say there is little chance there is | endorsed the contract. She re- Whitewater, aides say, is that she
a paper trail that could tic her to | signed the day before Bill Clin- | must be more open about the is-
any questionable trading. ton announced his presidential | sue. President Clinton's recent
u Wers the Clintors pofitical hyp- | candidacy. A spokesman for the | press conference on Whitewater
ocrftes? During the presidential | center had high praise for Mrs. | increased his job-approval rating
campaign, they attacked the Qlinton’s work. Acting White by 10 percentage points. “What
“greed” of the 1980s and por- House legal counsel Lloyd Cut- | we've learned, and what Mrs.
trayed themselves as public ler told U'S. News it was a “quite | Clinton has learned. is that dis-
Y semantswho were not interest- | conventional” arrangement for | closure isn’t the worst thing in

ney. Yet Mrs. Clinton
ntowhat micht be seen

any law firm.

To counteract her image prob-
s h o

lems. Mrs. Clint
IJ';_:", maore Inter

trof om her

the world.” says a senior admin-
istration official
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Hill Democrats anti Stephens, too v/

By Steve Langdon
ZENGRESSIONAL DUARTERLY

White House aide George
Stephanopoulos isn't the only one
1o “blow off steam™ because of the
decision of the Resolution Trust
Corp. to hire former federal pros-
ecutor Jay Stephens to work on
Whitewater-Madison related in-
vesthigations.

Congressional Democrats are
crying foul, too. But like Mr Steph-
anopoulos, they can't do anything
about It.

Mr. Stephanopoulos, one of
President Clinton’s closet advis-
ers. got in hot water after he tele-
phoned Joshua Steiner, chief of
staff to Treasury Secretary Lioyd
Bentsen, on Feb. 25 to complain
about the RTC's hiring of Mr. Ste-
phens

Both Mr. Steiner and Mr. Steph-
anopoulos were summoned before
a federal grand jury investigating
the Whitewater-Madison affair to
testify about the conversation
There is no evidence that either
Mr Steiner or his boss took any
action in response to the Stephan.
opoulos call

The RTC is an independent fed-
eral agency formed in 1969 1o shut

”

Kennedy demands investigation

down failed savings and loans, sell
oﬂ' their assets and pay off deposi-

Tbe RTC this year retained Mr.
Stephens’ law firm — Pillsbury,
Madison & Sutro—to work oncivil
claims against the failed Madison
Guaranty Savings and Loan Asso-
ciation. Madison was owned by
James B. McDougal. Bill and Hil-
lary Rodham Clinton’s partner in
Whitewater Development Corp.
Investigators are examining
whether Madison funds were im-
properly funneled into White-
water, thus contributing to the
S&L's collapse.

Mr. Stephens served as US. at-
torney for the District of Columbia
until Mr. Clinton essentially fired
him, along with the 93 other
Republican-appointed US. attor-
neys, early last year Most went
quietly, but Mr Stephens com:
plained loudly. charging the “un-
precedented” move could, “by de-
sign or default™ disrupt sensitive
Ln\-'esngatmns

At the time, Mr Stephens was
heading a very sensitive investiga-
tion into reported financial mis-

conduct by House Ways and
Means Chairman Dan Rostenkow-
ski, Illinois Democrat. Some saw
the Stephens protest as a thinly
veiled allegation that Mr Clinton
was trying to protect a crucial ad-
ministration ally from indictment

Rep. Stephen Neal, North Caro-
lina Democrat and a senior mem-
ber of the House Banking Com-
mittee, said the RTC's decision 10
hire someone with Mr. Stephens’
background is “outrageous, al-
most unbelievable™

Rep. Bruce Vento, Minnesota
Democrat and another Banking
Committee member, said it is “a
political conflict — a prefty obvi-
ous one. It's a real blunder by the
firm and the RTC

Several Democrats believe Mr
Stephens has “a political ax 1o
grind” with Mr. Clinton, according
to Mr Vento “He was the only one
that actually resisted” Mr Cun-
ton's request for the U.S. attorneys’
resignations. he said.

But Rep. Toby Roth. Wisconsin
Republican and ranking minority
member on the Banking Commit
tee. disagreed “We need more

people like Stephens working for
the RTC] to provide some bal-
ance." he said

Mr. Stephens is prohibited from
commenting on RTC work but said
in an interview, “Whatever legal
matters | am working on would be
done with integrity and indepen-
dence in a highly professional
manner.”

The RTC would only say, “We
are not aware of any conflict in
what he is working on for the
RTC™ ;

Despite their ire over Mr. Ste-
phens’ Whitewater-Madison role,
most Democrats aren't about to
call for hus ouster

But at least one Democrat
wants an investigation into Mr. Ste-
phens’ hiring. “It reeks of Repub-
lican cronyism. 1 think the com-
mittee should investigate how Jjay
Stephens got the job." said Rep.
Joseph Kennedy, Massachusetts
Democrat and Banking Commit-
tee member.

The bright side for Democrats
Mr Stephens' hiring helps " punc:
ture the argument that we're try-
ing to cover something up.” said
Rep Barnev Frank. Massachu-
setts Democra:. who also serves
on the Banking Committee

Arkansas capltalism

A Justice Department official
recently took it upon himself to
read Labor Secretarv Robert
Reich’s 1991 book. “The Work of
Nations: Preparing Ourselves for
21st Century Capitalism”

“There is one passage " the of-
ficial writes Inside the Beltway,
“that I am having some difficulty
with in the chapter “The Problem
Restated’ on page 24

** ... And leaders of Eastern
Europe, China, and Arkansas,
among many other places, are
adapuing to the ineluctable fac:
that capitalists will come to their
jurisdictions not on an eleemosy-
nary impulse but only out of
greed, thus are officials in all
such locations seeking to make
their environs as hospitably re-
munerative as possible

“At first.” savs the official. 1
was taken aback by the combine-
tion of half a continent, and 2
country with what seems like
half the people in the world. and
an American state that is none of
those. . . Did Reich perhaps ¢
fuse some of the local greed
1515 1N Arkansas wiih tne

TuTney genera‘; in mad
cl 'r'.:mg out of a chauf

1 though: that feliow ha:
gone™

- It's doudbrful the 46-year-old M-
‘i sbbell 15 .r. a "l

Labor Secretary Robert Reich's
1921 book oMers 3 futuristic iew
ot Areansas-style greec

of dallars and
to pay personal

dreds of thousand
use firm maoney
expenses

Color-blind society?

During a recen: rev -‘lu em-

was issued to forest supervisors
throughout the country, “requir-
ing a review of the RSNOD cod-
ing of all permanent employees.”
o be mpleted no later than
April 2

“If an employee is coded as be-
ing of one particular race, yet
you believe themn to be of differ-
ent race, the Forest Civil Rights
Officer . . . is to personally con-
tact the employee and inform
them, confidentially, that there
appears to be an error in the cod-
ing of their race.” directs the or-
der signed by Leon Bennett, di-

rector of personnel management.

and Anne M Boeder, director of
civil nghts

“The same procedure is 1o be
used for questionable disability
and sex codes” the order states
adding that ~since comphiance
with any reques: to change the
RSNOD data 15 strictly voluntary
on the part of the emplovee. we
can never be assured of 100 per-
~ent accu.'a:"'

rder Warms eacs
=& wWritten re

supervisor tha
rt they subm:

for this project

1% to be shreddec as soon as the
review 1s completed
Don't ask us

“Dear Insid
writes Ken Bac

The Waahinaton Fime -

"Now all of a sudden in 1994
we are seeing an unprecedented
outbreak of journalistic soul
searching and self-flagellation in
response 1o the reporting of the
Whitewater story. Why is this*”

Era or error?

A1 noon today on the Univer-
sity of Maryland campus, a panel
discussion will examine the cur-
rent and controversial “Political
Correctness (PC) Phenomenon™

The agenda includes: What ex-
actly is this thing we call PC?
Does it represent a new epoch of
tolerance or does it pose a threat
1o freedom of speech and expres.
sion? Is PC a passing fad or does
it represent 2 fundamental long-
term change in our society and
culture?

The panel discussion, we're
told, is sponsored by the univer-
sity's Diversity Initiative, a year:
long series of activities “explor-
ing and celebrating diversity and
multiculturalism' at Maryland

Sounds to us like a PC initia-
tive

Too much to count

So vou thought the nationa!
debt totaled only 84 9 trilhion?
Think again, savs National Tax-
pavers Union Foundation director
Sid Taylor

“Today hardly anvrme in Waek

rea: totai

\1.' Tavlor tells us
vior's own research, on

the othe '1and. uncovers nearly

Ty r;

W= our

$17 trilhion in the debt celling
long-term commitments, fiscal
liabalit ngencies of

the federai government

Not on your life

‘ed whether she favors plac
Tv.mlue tax” on

.':ar Services Secret
Shalala quipped. "Not witn this

mresy




Clinton campaign hid
Whltewater files in *92

By Jerry Seper

m; r.“-»ilnci TOM TIMES

The 1992 Clinton pmsidential
campaign secretly documented
but hid from public exposure
“hundreds of thousands of dol-
lars™ in transfers of funds between
a failed Little Rock-based thrift
and a northern Arkansas real es-
| tate partnership involving the
Clintons, The Washington Times
has learned.

The undisclosed records show
[ substantial sums passing back and
forth between Madison Guaranty

Savings and Loan Association and

| Whitewater Development Corp. —,

both now under federal investiga-
tion — and run contrary to the ex-
planations given by the president
and the first lady both then and
now.

The White House describes Mr.
Clinton and Hillary Rodham C]in-
ton as “passive shareholders” i
Whitewater and insists thev had nn
information or knm\led;.‘c about
the financial manipulations of the
troubled real estate venture, Madi-
son S&L. or its owner. James B
MeDougal

But two former Clinton cam-
paign workers, who asked not to be
identified. say efforts were made
to eollect, copy and categorize
Whittwater-Madison  documents
after @ story describing the White-

: venture for the Drst time
red mthe New York Times
8, 1992,

'Irm sald campaign officials
sought to link Whitewater-Madi
son deals solely to Mr. MoDougal,
@ partner with the Clintons in the

wwvater project, but later de-
* 10 make the documents

¢ dormer Clinton cam-
viial. who also requested
"y, said there wa- consid-
erable concern within 1ie cam-
paign high command about media
interest in Whitewater: Mrs. Clin-

vits ~aid 1o be particularly con-

ANonyIne

Ll

“The fear generated by White-
waler inguiries during the cam-
panen suggests there is far
more than meels the eve.” the offi-
cial sad

fnce reviewed, the documents
were nvved from the Arkansas
Bovernar’s mansion to Clinton
campaign headguarters in Little
Ruck and then, the official said, “to
destinations unknown.”

According to federal law en-

forcement sources and others,
campaign officials quietly gath-
ered records detailing at least
$600.000 in transfers between the
S&L and the real estate project
from 1979 through 1985, including
information that:

® While Whitewater Develop-
ment Corp. had no formal agree-
ments with Madison. the S&L
routinely routed money to the
partnership — either directly or
through subsidiaries — to pay off
loans and to account for other cash
transactions. On occasion, the S&L
used Whitewater to absorb costs of
uther Madison projects.

® Checks written on the White-
water account by officials at Madi-
son or its subsidiaries were used
to pay off loans; most of them go-
ing directly to other financial in-
stitutions. The checks totaled
“hundreds of thousands of dol-
lars”

® Several companies, partner-
ships, banks and Madison-funded
developments and subsidiaries
forwarded or received cash from
Whitew.ter. The sources said the
documeuts show that in some
cases active check-kiting schemes

involving the S&L, its subsidiaries
and Whitewater were under way.
Many of the developments, part-
nerships, subsidiaries and banks
listed in documents gathered by
the campaign also were mentioned
in a Resolution Trust Corp. (RTC)
report describing the agency’s
Whitewater-Madison inquiry. The
RTC said “numerous checks” pay-
able to Madison-related entities
had been routed through White-
water — “all of which were signed

by James or Susan McDougal [the
S&L owner's wife at the time and
the fourth Whitewater partner]”

RTC investigator Jean Lewis,
who has declined comment on the
agency's investigation, said in a
February report that a review of
six months of Whitewater-Madi
son records had found that a “ma-
jority of the checks” were used to
pay off loans. She said a complete
review of all available documents
could prove the “entire scam”
amounted to “hundreds of thou-
sands of dollars in what were es-
sentially unauthorized loans.”

White House senior adviser
Bruce Lindsay, the administra-
tion’s spokesman on Whitewater-
Madison questions, did not return
several telephone calls seeking
comment.

Whitewater-Madison ties doc-
umented by Clinton campaign of-
ficials involve at least a dozen pri-
vate companies, partnerships,
banks and Madison-funded devel-
opments and subsidiaries. They

| include:

® Flowerwood Farms, Maple

.Creek Farms, Pembrook Manor

Inc. and Ro]lmg Manor Inc. — all
Madison-funded developments —
along with two of the S&L’s subsid-
iaries, Madison Marketing and
McDougal & Associates.

® Great Southern Land Co., a
+firm wholly owned by Mr. and
‘Mrs. McDougal, Tucker-Smith-
McDougal, a partnership of Mr.
McDougal, former Clinton aide
Stephen A. Smith and Jim Guy
Tucker, who is now the governor of
Arkansas; and Capital-Manage-
ment Services Inc., a Small Busi-
ness Administration-backed lend-
ing agency owned by David L.
Hale

c(fitizens Bank and Trust of
Flippin, Ark.; the Bank of Cherry

Valley, Ark.; and Madison Bank &
Trust, owned by Mr. McDougal. All
three made loans to Mr. Clinton
that were repaid by Whitewater or
Madison.

Records showing the White-
water-Madison ties were discov-
ered by campaign officials in a Lit-
tle Rock warehouse, where they
had been taken in 1989 after the
S&L was shut down by federal reg-
ulators at a cost to taxpayers of $50
million.

The records had been moved to
the warehouse by Central Bank &
Trust, a Little Rock firm named
receiver after Madison was
closed. The records had never
been inventoried by Madison or
Central Trust, the RTC said in the

| February report.

RTCinvestigators, who initiated
an investigation of Madison S&L
after the March 1992 story in the
New York Times and were the first
to review the documents at the
warehouse, said they found them
in“very poor condition. . . dumped
andior crammed into the ware-
house space.”

A few months later, the RTC
said, investigators revisited the
site and discovered the records
had been “re-organized” and “a
number of boxes had been cleared
out.”

It could not be determined
whether these documents were
among 10 boxes of Whitewater
material turned over by the White
House in January, under grand
jury seal, to Whitewater-Madison
Special Counsel Robert B. Fiske Jr.
An inspection of financial links be-

| tween Madison and Whitewater is

a crucial part of the Fiske inves-

£y
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LITTLE ROCK, Ark. (AP) —
A reporter who suggested he
was knocked unconscious in his
hotel room while researching a
Whitewater story actually spent
the evening knocking down mar-
tinis in the hotel bar, two em-
ployees say.

Legacy Hotel General Man-
ager John P Aulgur and former
bartender Van Alexander took
issue with the account given by
free-lance writer L.J. Davis of
Brooklyn, N.Y.

Mr. Davis, in turn, disputed
their version.

Mr. Davis has said he turned
the key to his room at the Legacy
about 6:30 p.m. on Feb. 14, then
awoke four hours later on the
floor inside the room, with a
bump above his left ear.

At the time, Mr. Davis was in
Little Rock researching a story
about the Rose Law Firm for the
April 4 issue of the New Repub-
lic. He did not report the inci-
dent to police or in his article,
but told others, who reported it.

He said in a March 23 inter-
view he concluded the blow to
his head was “expertly deliv-
ered”

But Mr. Alexander, 26, said
Mr. Davis was not in his room at
the time he contends he was un-
conscious, but instead was at the
hotel bar having four or five
martinis between 7 and 10 p.m.

The bar tab, made available
by Mr. Aulgur, said Mr. Davis
had six drinks. It did not list the

Bar trip leaves reporter a little rocky

time.

In an interview yesterday, Mr.
Davis acknowledged he drank
about six martinis at the hotel
bar, but said it was earlier —
between 5:15 and 6:30 p.m.

He said he was not drunk and
does not believe his injury was
related to the drinks. “That
amount of liguor generally ren-
ders me somewhat charming,
but it sure doesn’t put me under
the table,” Mr. Davis said.

Mr. Davis also said the news
media and conservative groups,
not he, have insinuated that he
thought someone attacked him
because of the story he was re-
searching.

“I wish this thing had never
gotten out,” he said.

Mr. Aulgur, 50, who was a con-
sultant to the hotel at the time of
the incident, said the hotel first
kept silent, hoping the story
would fade. “But Mr. Davis has
kept bringing it up. This bad
publicity sure wasn't doing us
any good,” he said.

Mr Aulgur said his motive
was “to set the record straight
for the sake of the hotel”

Both Mr. Aulgur and Mr. Alex-
ander, who has since stopped
working at the hotel because of
an injury, were interviewed last
week.

Mr. Davis did not report the
incident to the hotel or to the
police and did not go to a hos-
pital. ;

Italsoisnot clear whether these
records were among those re-
moved from White House Deputy
Counsel Vincent W. Foster Jr's of-
fice after his death on July 20.
Whitewater-related papers were
secretly taken from the office
shortly after Mr. Foster's body was
found in a Virginia park in what
authorities said was a suicide.

In addition to his White House
duties, Mr. Foster was the Clin-
tons' personal lawyer and had han-
dled their Whitewater dealings.

During the 1992 campaign, Mr.
McDougal said he and his wife
turned over all the Whitewater
records to the Clintons in 1987, de-
livering them in personto the gov-
ernor’s mansion at Mrs. Clinton's
request. The Clintons said in 1992
they had been unable to find the
records.

Law enforcement sources have
said Whitewater-related doc-
uments were removed from Mr
Foster's White House office during
two searches after his death — one
search made by aides close to Mr.
and Mrs. Clinton less than three
hours after his body was found.

Both searches were conducted
by White House Counsel Bernard
W. Nussbaum, to whom Mr. Foster

reported. During the initial
search, however, Mr. Nussbaum,
who has since resigned, was ac-
companied by Patsy L. Thomas-
son, a former Arkansas Demo-
cratic Party official who is now a
special assistant to the president,
and Margaret A. “Maggie” Wil-
liams, who is Mrs. Clinton's chief
of staff.

The records taken from the Fos-
ter office were finally turned over
to David E. Kendall, the Clintons'
current attorney. Other doc-
uments, said to be the personal
property of Mr. Foster, were given
to James Hamilton, a lawyer who
was retained by Mr. Foster only
days before his death,

It was Mr. Foster — Mrs. Clin-
ton’s partner at Little Rock’s Rose
Law Firm — who handled the No-
vember 1992 sale of the Clintons
half share in Whitewater Develop-
ment Co. to Mr. McDougal, and at-
tended to Whitewater corporate
tax problems in December 1992,

Mr. Clinton has denied anv
wrongdoing, saying he and his
wife did “nothing improper™ with
regard to Madison or Whitewater.
The Clintons have said they were
“passive shareholders” in the ven-
ture, although the White House

confirmed this vear that in No-
vember 1988 Mrs. Clinton sought
power-of-attorney to control the
Whitewater venture. The McDou-
gals never agreed to the request.

The Clintons also said they lost
$46,635 during the 14-year exis-
tence of Whitewater The losses,
according to Mr. Clinton, came
from interest payments the Clin-
tons made in Whitewater's 1978
purchase of 230 acres along the
White River in the Arkansas
Ozarks.

Their 1978 income tax returns,
released last month, show they
paid $10,131 in interest to Great
Southern — one of the companies
linked to the Whitewater-Madison
transfers.

The White House said the Clin-
tons made the payment to Mr
McDougal, and that while they
knew he owned Great Southern,
they did not know why the pay-
ment was not made directly to
Whitewater.

Administration officials said
the Clintons, both of whom are
lawyers, never asked about the un-
usual arrangement.

Mr. McDougal, indicted in 1989
for fraud in connection with Madi-
son and acquitted, has also denied
any wrongdoing. He told reporters
in Little Rock vesterday he was
“ready” for congressional hear-
ings in the matter. Republicans
and some Democrats have pushed
for hearings on Whitewater-
Madison.

“I urge them to do it immedi-
ately. I've been maligned; the pres-
ident's been maligned; .. . the peo-
ple of Arkansas have been
maligned by these Republican
bums, and I'm ready to face them.”
he said. “They talk a good game, |
but the subpoena never comes in |
the mail "

Hale, indicted in September
1993 on unrelated SBA fraud
charges, has since pleaded guilty
and agreed to testify for the gov-
ernment in the Whitewater-Madi-
sonaffair Mr. Fiske has said Hale's |
testimony is “fundamental” to his |
investigation, although it is not
known what he may tell a grand
jury.
A former municipal countv
judge, Hale has said Mr. Clinton
and Mr McDougal pressured him
in a March 1986 meeting for a
$300,000 loan, to be guaranteed by
the Small Business Administra-
tion, to Mrs. McDougal. The loan,
which was never repaid, went to
Madison and later was tranferred
to Whitewater.

Mr. Clinton has said he did not
recall meeting with Hale about the
loan. Hale described the meeting
in some detail.

The Fiske investigation has fo-
cused on accusations that Mr
McDougal, who bought Madison
in 1982, illegally diverted deposi-
tor funds from the S&L to Mr. Clin- |
ton, using overdrawn accounts and |
Madison-approved loans. |
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Rose Sues RTC Over Client-List Request

By ELLEN JoaN PoLLock
Staff Reporter of Tug WaLL STHEET JOURNAL
The Rose Law Firm sued the Resolu-
tion Trust Corp. alleging that the agency is
trying to cogrce the flrm into turning over
a list of clients golng back nine years.
The Little Rock, Ark., law firm, where
Hillary Rodham Clinton was once a parl-

ner, filed its lawsuit
aller the agency ls- | LEGAL BEAT

sued a subpoena de-
manding a wide ar-
ray of documents
relating to the
firm’s work over the [
past nine years. The |
thrift agency has '.
been looking into al-
legations that the L

firm had conflicis of Interest when It
represented regulators after the fallure of
Madison Guaranty Savings & Loan in 1989,
';j";; RTC is also auditing the firm's legal

The Rose firm has been caught up in
the Whitewater affair in part because Mrs.
Clinton and another lawyer at the [irm
represented Madison, which was owned by

one of the Clintons’ partners in the White-
waler real-estate investment, After Madi-
son was taken over by thrift regulators, the
firm represented regulators in a suit
against Madison's auditors. The RTC and
the Federal Deposit Insurance Corp. have
been investigating -whether Rose had a
conflict of interest in that litigation.

In its subpoena issued April 18, the RTC
asked for any "documents lisling the
names of any individual, partnership, cor-
poration, association or other person or
enlity to whom the Rose Law Firm. ..
provided legal services," according to the
Rose complaint. According to Rose manag-
Ing partner Ronald Clark, the subpoena
gave Rose the option of supplying the
agency with a list of its clients instead. The
effect, he said, was to '‘coerce us into
preparing a list™ of clients between Janu-
ary 1, 1985, and April 15. The deadline
for producing the documents is today, and
the RTC had threatened to initiate a clvil
enforcement proceeding, according to Mr.
Clark,

"'bi"e feel that the requirement is over-
broad and irrelevant given the scope of the
invesligation that we feel is appropriale,”

Mr. Clark said. He said the list is confiden-

tial and that the firm feels the RTC won't

“'safeguard Its confidentiality. They want
to be able to take it outside our building
‘and we feel that's unnecessary."

Mr. Clark said the FDIC also has
requested information aimed at rooting out
potential conflicts and that the firm s
“comfortable with the procedures imple-
mented by the FDIC, although they have
not been finalized."

Patricia Black, counsel to the RTC's
inspector general, said it is “clearly in
our jurisdiction™ to seek the names of
Rose's clients. “In order lo know whether
there are conflicts it's mandatory to look at
the clients. I don't know how else you do
that." Ms. Black said the agency had
sought and received lists of clients from
other law firms, She sald the RTC would
ask “that the court order that they respond
to our subpoena.™

Ms. Black pointed out that providing a
list of client names doesn’t violate the
attorney-client privilege. But In its law-
sult, filed in federal district court in Little
Rock, the Rose firm suggests that turning
over the list might only be the first step. To

ferret out any possible conllicls the agency
will need 1o know what Rose did for each
of those clients,” the Rose complaint
notes. "Al the same time, [the RTC|
acknowledges Lhe attorney-client privilege
prevents Rose from producing much of
thal information."

Both the FDIC and the RTC previously
have investigated whether Rose had cer-
tain conflicts of interest. The questions
involved whether Rose adequately dis-
closed to thrift regulators thal it had
represented Madison before the Arkansas
securities department and that the father-
in-law of former partner Webster Hubbell
was mired In litigation with Madison. In a
report Issued earlier this year, the FDIC
found no evidence of a conflict and "no
basis to recommend any sanclions against
the firm." .

The agencles reopened their investiga-
tions at the request of the Senate Banking
Committee. According to the Rose firm's
complaint, the firm has turned over more
than 60,000 pages of documenis to the
RTC and an equal number to the FDIC. In
addition, the firm has provided 62,000
Ppages of documents to Whitewater special
counsel Robert Fiske. The Rose firm is also
cooperaling with a separate RTC investi-
gation, conducted by a San Francisco law
firm, of potential liability by Madison

officers and professionals.

some Rose partners have bristled at
some of he requests for documents.
**They're asking for things thal are totally
irrelevant — privileged information that in
our opinion has nothing to do with White-
water or Madison,"’ one lawyer said. Some
lawyers at [tose also said that the requests,
especially those of the RTC and FDIC, are
duplicative, "We've asked that they coor-
dinate their investigations, but that has
nol been possible so far," Mr. Clark said.

Ms. Black said the agencies are coordi-
nating their efforts, but added, "'We all
have to meet our own audil standards. We
all have to do our own work."

Grossman Wins Fee Fight
Los Angeles lawyer Marshall Gross-
man sald an arbitration panel awarded
him $23.2 million In legal fees and Interest
after a dispute with his former clients,
owners of the Guess Inc. jeans company.
The award, roughly two-thirds of what
Mr. Grossman had sought, winds up an
unusually contentious and protracted bat-
tle over attorney's fees. Under California
law, as in many states, lawyers whose bills
are challenged must offer their clients an
opportunity to arbitrate the matter before
proceeding to a courtroom. If clients
choose binding arbitration, as they did

here, the awird can'l be overlurned excepl
in rare instances.

Arbitration, usually conducted by ua
panel of private judges paid by the parties,
is generally quicker and cheaper than the
state judicial process. Bul the Guess mat-
ter matched the messiest of public law-
suils. A series of witnesses testified in an
office space arranged to resembile & court-
room, and nearly 13,000 pages of docu:
menis were produced over the course of the
four-year case.

Mr. Grossman, of Alschuler, Grossman
& Pines, sald he doesn'l know of “any
other allorney-fee award in private-party
litigation that's larger than this one.” The
award, first reported by the Los Angeles
Times, included $17 million in unpaid
hourly legal fees and a bonus, plus inter-
est. The arblirators’ 100-page opinion is
confidential.

The fee disagreement centered on une
piece of the patchwork legal past of Los
Angeles-based Guess and the Marciano
family, who had engaged in a six-year
battle for control of the company with the
rival Nakash family, owners of New York's
Jordache Inc. A jury gave the
Marcianos a major victory in 1989, agree-
Ing with Mr, Grossman that the Nakashes
had fraudulently induced the Marcianos to
sell them a hall ownership in Guess six
years earlier. In 1990, as a separale jury
was deliberating aboul the amount of
damages owed the Marcianos, the families
settled for an undisclosed sum.

Mr. Grossman immediately filed a lien
against the Marcianos’ settlement pro-
ceeds, contending they owed him addi-
lional money under a written bonus ugree-
ment. The Marcianos declined, claiming
that *‘the circumstances surrounding (he
enlry into the bonus agreement were coer-
cive,” said their Los Angeles lawyer, Dale
Kinsella. He-declined to elaborate.

The arbitrators decided to enforce Lhe
written bonus agreement, which called for
4 $10 million lump sum plus 20% of the
damages, but declined to award Mr. Gross-
man additional premiums he requested.

. —Amy Stevens contribuled to this arti-
cle.
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Pentagon Travel Vouchers’

Handling Cost Tops Travel

By a WaLL STREET JounnaL Staff Reporter
WASHINGTON — The Pentagon
spends more money processing travel
‘| orders than on travel itself, according to
a member of the Senate Armed Services
Committee.

Sen. William Cohen (R., Maine) said
in a statement that the Pentagon is
spending $2.3 billion each year process-
ing $2 billion of travel vouchers: It takes
3,900 clerks as long as two months, and
costs about 5200, to complete the 17 steps
required to process each of the 11.7
million travel vouchers issued annually
by the Defense Department, he said. The
value of the vouchers averages $170, he
added.

A Pentagon spokeswoman said: “'I
can't tell you whether those numbers are
right.” She added that the military's
Washington travel office was cited last
month by Vice President Al Gore for its
efforts to reduce the complexity of its
operations.

A spokeswoman for Sen. Cohen said
the travel-office figures were compiled
by Mr. Gore's National Performance Re-
view.
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| Supreme Court Rules ] Ob'BldS La -

Shouldn’t Be Applied Retroacnvely

By PAUL M. BARRETT
Staff Reporter of THE WALL STREET JOURNAL
WASHINGTON — In a big victory for
employers, the Supreme Court said a 1991
iscrimination law shouldn't be ap-
plied retroactively to bias that sllegedly

Disappointment for Liberals

; provisions
 in the complicated 1991 act, the majority’s

reasoning to cover most of the
other significant parts of the law as well.
with that assessment, attor-

that as many as 8,000 cases could be
affected.

The Supreme Court’s action was a
defeat for the Clinton administration,
which took the side of employees in a
“friend-of-the-court™ brief. The new law
took effect on Nov. 21. 199].

1In one of the cases before the high
court, & Texas woman had sued her former
employer in 1389, alleging -that she had

been harassed verbally and sexdally by
another employee. A New Orieans federal
appeals court said the woman, Barbara
Landgraf, wasn't covered by a provision of
the 1991 act that extended to victims of
intentional sex-discrimination the right to
collect compensatory and punifive dam-
ages. Previously, women plaintitfs in such
mmmaugibiefnrhactmﬂlﬂy The
same provision of the 1991 aet allowed
either side in a case where are
sought to request that the dispute be heard
by a jury, rather than a judge.
‘New Burdens’

The Supreme Court affirmed the New

| Orleans appeals court’s pro-employer rul-

ing. Justice John Paul Stevens based his

opinion for the majority on a longstanding
judicial “presumption” that it is unfair to
impose “‘new burdens'-on individuals or
companies ‘“after the fact.” Requiring
Congress to be clear if it intends a law to
apply retroactively forces lawmakers to
consider whether this potential unfairness
“is outweighed by their legislative goals,
Justice Stevens reasoned.

Some of the Supreme Court's prece-
dents on the retroactivity question have
appeared to contradict each other, but
Justice Stevens finessed this problem by
emphasizing the varying factual contexts
of past decisions. Justice Antonin Scalia,
joined by Justices Anthony Kennedy and
Clarence Thomas, filed 2 separate concur-
ring opinion, objecting to this and other
aspects of the reasoning in the Stevens
opinion.

The lone dissenter, retiring Justice
Harry Blackmun, said that apart from
questions of damages and jury procedures,
sex discrimination on the job was out-
lawed in 1964. ““There is nothing unjust
about holding an employer responsible for
injuries caused by conduct that has been
illegal for almost 30 years,” he wrote.
(Landgraf vs. USI Film Products)

The other case decided by the high
court involved two black mechanics from
Ohio. They had sued their former em-
ployer, Roadway Express Inc., claiming
they had been fired in 1986 because of their
race. The mechanics argued that they
should be protected retroactively by a part
of the 1991 act. The provision reversed a
1989 Supreme Court decision that said a
Reconstruction-era antibias law applied

only to hiring agreements, not on-the-job |

discrimination or firings.

A federal appeals court based in Cincin-
nati said the mechanics couldn’t invoke the
1991 act, and the Supreme Court affirmed
that ruling. Again writing for the majority,
Justice Stevens rejected the plaintiffs’ ar-
gument that it was appropriate (o apply the
1991 act retroactively~because it merely
“restored” the law to what it had been
before the Supreme Court’s 1989 decision.
He said the text of the act didn’t establish
restoration of rights as its purpose, and
| that such ,mm'tnemsamylud
to retroactive application in any case.

Justice Blackmun was the only dis-
senter. (Rivers vs. Roadiay Express fc.)
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Rose sues RTC, hopes to block

BY NOEL OMAN
Oemocrmt-(aretts Capliol Buresy

Little Hock's Rose Law
Firm, frustrated by overlap-
ping federal investigations,
fired back Tuesday.

- The firm sued the Resolu-
dion Trust Corp. in an attempt
10 block the agency from en-
foreing a subpoena that would
require Rose to disclose all
clients since 1985,

- _The firm and its work for the
RTC, which was formed in 1989
to dispose of the assets of
failed savings and loans, are
part of the wide ranging inves-
tigation into the Whitewater
Development Corp. controver-

Rose also has had to with-
stand allegations that its em-
ployees shredded documents
pertinent to the Whitewater in-
vestigation. Partners deny
those allegations.

: firm, insisting it has co-
operated with several federal

Ron Cleark

investi igations, noted in the
lawsui it that it has produced
more L] han 62,000 pages of doc-
umentts for special counsel
Rober''t Fiske Jr. and almost

Washington

Arkansas Democrat ¥ (Gazette
—_— e

that many documents for the
RTC and the Federal Deposit
Insurance Corp.

“Each of those three ... in-
vestigations almost entirely
overlapped,” the lawsuit stal-
ed

The RTC is investigating po-
tential conflicts of interest in-
volving Rose and its work for
the government. The subpoena
issued April 18 marked the
fifth subpoena Rose has re-
ceived, according to the law-
suit.

The lawsuil also noted that
the RTC and FDIC have com-
pleted separate conflict inves-
tigations that found no breach
by the firm of federal rules.

“We regret having to file
suit, but the RTC inspectlor
general's overbroad subpoena
seeks disclosure of information
that our clients properly ex-
pect to be kept confidential,”
the firm’s chiel operating offi-
cer, Ron Clark, said Tuesday.

If the firm complied with the
subpoena, Clark said, the
“names of thousands of per-
sons and companies would be
revealed to the RTC when the
RTC has no reasonable sauspi-
cion of any conflicts of interest
involving those clients.”

Clark called the broadness
of the subpoena and the 10
days the RTC gave the firm to
comply “unreasonable and
grossly burdensome.”

The RTC’s deputy inspector
general, Steve Switzer, said the
agency was aware of the law-
suit.

“We can't determine if there
are conflicts unless we know
who its clients are,” he said.
“We have employed this Lype
of information request at other
law firms .. and have been suc-
cessful.”

“We're not doing this frivo-
lously. We have a reason for
what we're doing.”

The lawsuit contended that

merely producing a list of
clients would not reveal
whether a conflict existed. The
RTC would need to know what
work the firm performed for
each client, Rose argued. But
the attorney-client privilege
bars the firm from disclosing
such work, the lawsuit said.

The firm also argued that
federal investigations are not
based on a “suspicion that
Rose violated any ethical stan-
dards. Instead, they are a re-
action to a hearing before the
Senate Banking Commitiee on
Feb.24."

At that hearing, Republican
senators pressed RTC officials
Lo reopen the conflict-of inter-
est investigation.

Noting that the RTC and
FDIC reports were “severely
criticized” during the hearing,

forced disclosure of clients

the lawsuit said the inspectors
general for both agencies were
asked to analyze the proce-
dures used during their inves-
tigations.

“Although Rose initially
urged the federal agencies to
consolidate their efforts in or-
der to avoid unnecessary du-
plication, it complied with
each investigation when the
agencies insisted on
ing separately,” the lawsuit
stated

The 13-page lawsuit, filed in
U.S. Distriet Court at Little
Rock, was assigned to U S. Dis-
triet Judge Henry Woods. The
lawsuit listed four members of
the Houston law firm of Vinson
& Elkins as altorneys for the
Rose firm. Two of those attor-
neys work in the Washington
office of Vinson & Elkins.




Rose firm fights RTC subpoena

A\

The Rose Law Firm, in the midst
of a federal audit into conflict-of-
Interest accusations and question-
able billing practices, is fighting
federal regulators over a subpoena
for its client list.

The Little Rock firm, where
first lady Hillary Rodham Clinton
and former Deputy Attorney Gen-
eral Webster L. Hubbell were
senior partners, has told investiga-
tors from the Resolution Trust

Corp. (RTC) that it will not comply
with a federal subpoena to hand
over the confidential list.

The firm yesterday filed a law-
suit in U.S. District Court against
the RTC to block the subpoena,
saying investigators from the
agency's inspector general's office
had improperly sought the names
o; Rose firm clients dating back to
1985.

. Ronald M. Clark, Rose manag-
ing partner, told the Associated
Press that clients expect the
names to be kept confidential.

“The fact that we have done
work for the federal government
does not entitle them to a whole-
sale review of our records unless
they can prove that it's likely to
produce relevant information.” he
said.

Patricia Black, counsel to the
RTC inspector general, said that
the RTC does not consider a list of
clients privileged, and that the
subpoens is within its authority:

The firm has until the end of
business today to produce the rec-
ords or face a civil enforcement
proceeding in court L v

“If they will supply us with a list
of individuals they wish to know
whether we performed legal ser-
vices for, we will certainly answer
their reguest.” Mr. Clark said.

Two Rose lawyers said yester-
day the partners believe the client
list is privileged 1uformation and
the subpuena is an effort to “co-
erce” the firminto turning it over.

The RTC. along with the Fed-
eral Depost Insurance Corp.
(FDIC 1. s looking into accusations

of biling improprieties by Rosu |

firmi lawvers and into separate
concerns that the firm had a con-
flict of interest in its 1989 repre-
sentation of the FDIC in a case
involving Madison Guaranty Sav-
ings and Loan Association.

An RTC official said the sub-
poena, issued April 18, properly
sought records showing the names
of “anv individual, partnership,
corporation, association or other
person or entity to whom the Rose
Law Firm ... provided legal ser-

see ROSE, page Al4

for full list of clients |

ROSE

From page Al

vices"

The official said investigators
wanted to see other billings made
by the firm on government con-
tracts and to examine its dealing
with clients tied to separate finan-
_cial institutions.

The subpoena seeks the names
of Rose clients between Jan. 1,
1985, and April 15, 1994. It is
similiar to other subpoenas the

i RTC has served in separate cases,

all of which resulted in the lists
being made available.

The RTC, which oversees failed
thrifts, and the FDIC, which mon-

| itors federal banking systems,

have focused on accusations that

. Mr. Hubbell, who resigned his Jus-

tice Department position last
month, and another Rose firm
partner, Vincent W. Foster Jr., the
White House deputy counsel who
committed suicide July 20, made
false statements to regulators in
‘an effort to gain government con-
tracts.

If the accusations are true, fed-
eral regulators said the firm could
be banned from future govern-
ment work.

The Rose firm was paid
$400,000 by the government in the
Madison case, four years after
Mrs. Clinton represented the
thrift before state regulators who
were trying to shut it down. Madi-
son was owned at the time by
James B. McDougal, who also was
a partner with the Clintons in
Whitewater Development Corp.

Investigators want to know if
the Rose firm told regulators it
represented Madison before tak-
ing the federal lawsuit in 1989 to
recoup losses in the S&L's col-
lapse, which cost taxpayers $50
million.

Madison is the focus of an on-
going investigation by special
counsel Robert B. Fiske Jr., who is
looking into accusations that Mr.
McDougal illegally diverted S&L
loans and used Madison money to
fund the campaigns of several Ar-
kansas politicians, including Gov.
Bill Clinton.

An RTC report on the charges,
based on fee bills submitted by the
Rose firm and other documents,
made it clear earlier this year that
a conflict of interest did exist, al-
though the report, in accordance
with RTC policy, made no recom-
mendation and drew no conclu-
sion.

A separate FDIC report — !

based on interviews with a num-
ber of those involved, but not a re-
view of available records — said
there was no conflict by the Rose
firm and no reason to recommend
sanctions against it.

That ruling was challenged by
the Senate Banking Committee
and a new review began.

Records show Mrs. Clinton rep-
resented Madison in 1985 when
state regulators, who answered to
her husband, threatened to close it
because of insolvency. She was
paid $2,000 a month by Mr.
McDougal over 15 months to offer
a preferred stock plan as a means
of reorganizing the thrift to keep
it in business.

The plan, based on an audit by
Frost & Co., a Little Rock ac-
counting firm, was never put into
operation. Madison was closed by
federal regulators in 1989, the
same year the Rose firm gained
FDIC legal work targeting Frost.

Mr. Foster told the FDIC in a
letter “the firm does not represent
any savings and loan associations
in state or federal regulatory mat-

The FDIC lawsuit aimed at the
Frost audit was handled by Mr.
Hubbell. The government charged
that Frost submitted a faulty audit
in support of arguments to keep
Madison in business. It was the
same audit the Rose firm had filed
four years earlier in its defense of
Madison before state regulators.

The lawsuit initially sought to
recover $10 million in damages on
five counts. It was settled out of
court in 1991 for $1 million, less
than the insurance coverage Frost
held.

. Accusations of overbilling also
centered on Mr. Hubbell. Last
month, investigators went to the
Rose firm for an “entrance meet-
ing"” to set up procedures for a re-
view of bills signed by Mr. Hub-
bell. Several hundred thousand
dollarsin bills he signed were to be
reviewed by regulators.

A review by The Washington
Times of some of Mr. Hubbell's
bills in the Madison case showed
that on at least two occasions he
charged the government for a full
day's work at $125 an hour while
he actually was playing golf at the
Country Club of Little Rock.

Lawyers at the Rose firm have
since filed a formal ethics com-
plaint with Arkansas officials
against Mr. Hubbell, whose Jus-
tice Department resignation fol-
lowed reports of his billing prac-
tices.
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A coup e to admi :-

spying for Moscow

By Bill Gertz

1
THE WASHENG 1OM TIMES A I
Accused spy Aldrich Huzen
- Ames and his wife have reached an
agreement with federal prosecu-
tors to plead guilty o espionage
charges and cooperate in assess-
ing the damage caused in the CI1A's
worst spy case, Justice Depart-
ment officials and sources close to
the case said yesterday.

Unless it is withdrawn today, the
plea bargain will be announced to-
morrow in US. District Court in
Alexandria, where a grand jury in-
dictment of the couple will be un-
sealed, said officials and others
who spoke on the condition of ano-
nymity.

At that time, the vutline of the
terms of the plea bargain will be

announced. US. District Judge
Claude Hilton then will sentence
Mu. Ames to life in prison and or-
der 4 prison term of about five
years for Maria del Rosario Casas
Ames, sources said.

The couple have agreed to turn
over to the government all money
ubtained from the Russians in the
espionage vperation, which began
with the Soviets in 1985.

Prosecutors have said Mr.
Ames, a career CIA officer and
chief of counterintelligence
against the Soviets, received as
much as $2.7 million for CIA se-
crets, He is the highest-ranking
CIA official prosecuted as a
“‘mole,” or penetration agent.

- The plea bargain will avert a

see SPIES, page A9

Coast Guard revises '

policy letter on gays

By Rowan Scarborough
THE

WAEHING TON TIME S

A

The Coast Guard vesterday can-
celed a new directive that granted
equal opportunity protection to ho-
mosexual personnel after con-
cluding its language could be in-
terpreted to cover military people.

Cmdr. Ernest Del Bueno, a
Coast Guard spokesman, said a
new directive was issued vester-
day spelling out that the protection
extends only to civilians.

Heé said the new directive is
worded so that "there will be no
mistake that the military is not in-
cluded.” i

The revision followed a report in
The Washington Times yesterday
about the directive and its vague
language.

Military personnel, under a new
administration policy and a new
federal law, are subject to dis-
charge if they disclose they are
homosexual. Civilians face no
such restrictions.

The Coast Guard issued a one-
page statement last evening say-
ing: “The U.S. Coast Guard today
rescinded letters on civilian per-
sonnel diversily policy because
they appeared to constitute a ma-
jor policy change for Coast Guard
active duty military members."

The March 1S directive, from
civilian personnel chief Thomas
Fisher, went to people serving on
promotion and training boards. It
said “all Coast Guard members”™
should not be denied opportunites

see GAYS, page Al4
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costly and possibly embarrassing
trial. Under espionage laws, pros-
ecutors must prove that a spy dam-
aged national security — a process
that can be difficult and often re-
quires the disclosure of sensitive
data about spy operations.

The plea agreement requires
Mr. Ames, 51, to cooperate fully
\Il_'ilh_tl‘l.e CIA, FBI and other agen-
cies in assessing the damage of his
spying activities. The assessment
is expected to last at least six
months.

The Ameses were arrested Feb.
21 and charged with selling CIA
secrets, first to the Soviet KGB,
then to Russia's SVR intelligence
agency.

CIA Director R. James Woolsey
has said Mr. Ames compromised
numerous agents recruited in Rus-
sia, and Moscow executed at least
10 of them.

The agreement was hammered
out over several weeks by Mr
Ames' attorney, Plato Cacheris;

Mrsg. Ames' attorney, William
Cummings; federal prosecutors in
Alexandria; and senior Justice De-
partment officials.

Mr. Ames had sought a plea bar-
gain that would keep Mrs. Ames
out of prison so she could care for
their 5-year-old son, Paul. But
prosecutors insisted that she serve

+ some prison time,

Federal prosecutors and de-
fense attorneys declined formal
comment yesterday.

Prosecutors had outlined their
case against the couple in pretrial
hearings and court documents
that relied heavily on circumstan-
tial evidence of spying.

In a pretrial hearing last month,
Assistant U.S. Attorney Mark Hul-
kower said Mr. Ames was “a traitor
—not for ideology, but for personal
gain.”

Documents and computer data
found at the Ameses' Arlington
home included more than 100 top-
secret CIA cables and letters from
the KGB outlining Moscow’s pri-
orities for information and warn-
ing Mr. Ames to use caution fo
avoid detection.

Mrs. Ames, 41, who was born in

Colombia and once spied for the
CIA in Mexico City, initially told
FBlagents shortly alter herarrest
that the large sums of money be-
yond Mr. Ames’ annual salary of
$69,000" came from the Russians,”
according to the court testimony
of FBI agent Leslie Wiser, chiel
counterspy in the Washington
area.

Prosecutors quoted from a nine-
page letter, purportedly from Mr.
Ames' KGB handlers, that was un-
covered during a search of the Ar-
lington home. The letter had a list
of tasks, including identifying the
agents theCIA had planted in Mos-
Ccow's Spy agencies.

The*Dear Friend” letter was in-
troduced as evidence and said that
“all in all, you have been appro-
priated — $2,705,000." It contained
photos of land in Russia where Mr.
Ames could build a dacha, or coun-
try honie.

CIA sources said investigators
believe that Mr. Ames used his
access to CIA databases to obtain
secrefs on agency operations in
Europe — information he was not
authorized to have.

Unauthorized
ments found on Mr. Ames’ CIA
workstation revealed he had ob-
tained defense information on how
Soviet and later Russian nuclear
submarines avoid U.S. detection
and tracking.

Mr. Wiser testified that the in-
formation was so prized by Mos-
cow that Mr. Ames was paid more
than any other uncovered spy net-
work.

Spy cases that ended in plea bar-
gains include the case of Jonathan
Jay Pollard, a Navy intelligence
analyst who pleaded guilty in 1986
and is serving a life sentence for
passing U.S. secrets to Israel. His
wife, Anne Henderson Pollard,
was convicted of being an acces-
sory after the fact and received a
lighter sentence.

John A. Walker Jr.,, a Navy com-
munications specialist, pleaded
guilty to spying for the Soviets in
1985 and agreed to cooperate with
a damage assessment in exchange
for a lighter sentence for his son,
Michael. A brother, Arthur Walker,
and a friend, Jerry Whitworth,
were convicted for their parts in
the spy ring.

GAYS
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based on “sexual orientation.”

With that phrase, the Coast
Guard became the first military
branch to grant such protection to
civilians.

The Coast Guard statement yes-
terday said the guidance “was er-
roneous in that it could be read to
apply to military members, which
was not the intent.”

“The letters were not reviewed
or approved by Coast Guard lead-
ership,” Cmdr. Del Bueno said.

The new directive, dated yester-
day, reads:

“Equality of treatment and op-
portunity for civilian Coast Guard
members without regard to race,
color, religion, gender, ethnic
groups, cultural backgrounds,
age, sexual orientation, or disabil-
ity is the policy of the Coast
Guard”

Cmdr. Del Bueno said the Coast
Guard’s 38,000 uniformed person-
nel will continue to be subject to a
new Clinton administration policy
known as “don't ask, don't tell”
Personnel are subject to discharge

if they disclose they are homosex- -

With the cancellation, however,
the Coast Guard will still be the
only military branch that extends
protection to civilians who are

homosexuals.

The Coast Guard falls under the
Department of ‘Transportation,
where Secretary Federico Pena
has pushed an aggressive homo-
sexual-rights policy.

The Defense Department,
which includes the Air Force,
Army, Marine Corps and Navy,
does not specifically extend equal
opportunity protection to homo-
sexuals,

Federal civil rights laws also do
not contain references to sexual
orientation. ;

Proponents of continuing a ban
on homosexuals in the military
contended that defense lawyers
would be able to exploit the Coast
Guard's inconsistent policies on ci-
vilians and military personnel in

court challenges to “don't ask,
don't wll”

The Coast Guard did not extend
protection based on sexual orien-
tation in its original directive, ti-
tled " Diversity Precept” and dated
Jan. 27.

But after a homosexual rights
group at the department called
GLOBE (Gay, Lesbian or Bisexual
Employees) complained, a revised
policy was issued on March 15.

Kitti Durham, a personnel spe-
cialist at the Coast Guard who
works under Mr. Fisher, said she
sent a letter to him requesting the
change after seeing the first direc-
tive.

Ms. Durham is chairman of the
department’s GLOBE group and
edits its newsletter.

/L
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RTC to press court to obtain Rose firm’s full list of clients

Vv

An attorney for the Resolution
Trust Corp. (RTC), which is look-
ing into accusations of conflict of
interest and overbilling at Little
Rock's Rose Law Firm, said yester-
day the agency will ask a federal
court to force the law firm to turn
over its client list.

Patricia M. Black, general coun-
sel for the RTC's Inspector Gen-
eral's Office, said the Rose firm
failed to produce the list by a

deadline set in an
April 18 Asa result, the
government will ask the US. Dis-
trict Court in Little Rock to compel
compliance.

The Rose firm, where first lady
Hillary Rodham Clinton and for-

By Jerry Seper

WWASHING TON TIMES

mer Associate Attorney General
Webster L. Hubbell were senior
partners, filed a lawsuit on Tues-
day seeking a ‘:rnnnull injunec-
tion to avoid the subpoena. The
firm said the government request
was “grossly overbroad” and vio-
lated attorney-client privilege.

The government wants a list of
clients dating back to Jan. 1, 1985.

Ms. Black said an RTC request
1o the court that the client list be
released will be included in the
government's response to the Rose
firm lawsuit, although she said
federal authorities had not yet
been served.

The government does not con-
sider the client list to be confiden-
tial or privileged, and is expected
to argue that the federal subpoena
is within its authority. Last year, a

law firm in Texas refused to com-

y with a similar subpoena but
ﬁm its bid to keep the list secret
when the RTC took the matter to

court.

. “We will simply respond to the
lawsuit and ask that the subpoena
Black said.

Ronald M. Clark, Rose manag-
ing partner, did not respond to tele-

calls to his office this week .

comment. He told the Associ-
ated Press, however, the firm did
not believe the government was
entitled to “a wholesale review of
our records”

“We regret having to file suit but
the RTC inspector general's over-
broad subpoena seeks disclosure
of information that our clients
properly expect to be kept confi-
dential,” he said.

The RTC, along with the Fed-
eral Depusll Insurance Corp.
(FDIC), is looking into accusalions
of billing improprieties by Rose
lawyers and into separate con-
cerns the firm had a conflict of
interest in its 1989 representation
of the FDIC in a lawsuit involving

Rock-based Madison Guar-
anty Savings and Loan Associ-
ation.

Federal law enforcement au-
thorities said investigators want
the client list to examine other bill-
ings made by the firm on govern-
ment contracts and to scrulinize
its dealings with clients tied o sep-
arate financial institutions.

The overbilling accusations
center on Mr. Hubbell, who re-
signed his Justice Department
post last month. Investigators are

lovking into bills Mr Hubbell
signed for work he says he did on

government” contracts involving
huru]reds of thousands of dollars.

Investigators also are looking at
a possible conflict of interest in-
volving Mr. Hubbell and the late
White House Deputy Counsel Vin-
cent W. Foster Jr, another former
Rose senior partner whose July 20
death has been ruled a suicide.
Investigators have focused on
whether Mr. Hubbell and Mr. Fos-
ter made false stalements 10 reg-
ulators in an effort to gain govern-
ment contracts.

The Rose firm was paid
$400,000 to represent the FDIC in
1989 in a cuse involving Madison,
four s after Mrs. Clinton had
rep ted the S&L before state

regulators who were trying to shut
it down as insolvent.

Maudison was owned at the time
by Jumes B. McDougal, who was a
partner with Mrs, Clinton and Gov.
Bill Clinton in a northern Arkan-
sus real estate venture known as
Whitewater Development Corp.
‘The thrift was closed by federal
regulators in 1989 at a cost to tax-
payers of $50 million.

The S&L is the focus of an un-
going investigaution by Whire-
water-Madison special counsel
Robert B. Fiske Jr., who is looking
into accusations that Mr. McDou-
gal illegally diverted S&L loans
and used Madison money to tund
the campaigns of several Arkan-
sas politicians, including Mr. Clin-
ton.
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By EpwarD Jay ErsTEIN

CBS News recently focused two seg-
ments of its investigative “Eye On Amer-
ica” on alleged goings-on in a remote
place in rural Arkansas: Mena (population
5,600}. This forlorn town made it on to the
big-time geo-media map because of the in-
tersection of a number of mysteries.

First, back in the Reagan years, there
was the CIA connection. Landing strips
outside of Mena were used by the Reagan
administration to stage the clandestine
fMights to Mexico and Central America that
air-dropped weapons to the Contras. This
19805 activity was supposedly supervised
by then-Lt. Col. Oliver North, now running
for the GOP Senate nomination in Vir-
ginia.

Second, there is the cocaine connection.
On their return flights from Nicaragua and
Mexico, pilots allegedly smuggled back
into Mena more than 20 tens of cocaine.
This led to the Mena complex being inves-
tigated in 1984 by the Arkansas State Po-
lice. One of the pilots implicated in this
smuggling was an entrepreneur named
Barry Seal, who was allowed to continue
his drug importing activities as a govern-
ment informant. He was gunned down by
hit men reportedly hired by Colombian
drug dealers.

Third, there is the money laundering
connection. The cash generated by secret
arms deliveries and drug sales—report-
edly 59 million a week—led to a scheme in
which local businesses and Arkansas
banks were used to illegally convert the
proceeds into what appeared to be ordi-
nary business transactions. This, in turn,
led to an Internal Revenue Service investi-
gation of the companies involved.

Fourth, there is the coverup connec-
tion. Despite all the evidence developed by
the state police and IRS of gun smuggling,
drug smuggling and money laundering,
the Reagan and Bush Justice Departments
failed to bring a case—or even present it to
a grand jury. These mysteries, as well as
the 20 tons of cocaine, might have become
Just another footnote in the morass known
as the Iran-Contra scandal, if not for the
coincidence that the governor of Arkansas
at the time was Bill Clinton.

On the Mena Trail

The attempt to connect President Clin-
ton to the “Mena Affair” emerges in the
new book "Compromised: Clinton. Bush
and the CIA” by Terrv Reed and John
Cummings. Mr. Reed claims to have first-
hand knowledge of the conspiracy. both
through his work in training Contra pilots
at Mena and his association with Barry
Seal: Mr. Cummings is a well-respected
reporter at New York Newsday, whose pre-
vious specialty was the Mafia. Their book
attempts to graft the 1950s Reagan-Contra
conspiracy onto the financial and political
activities of Mr, Clinton and his Arkansas
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associates and. in the hvbrid. provide. as
the cover promises, "' The Bigger Story Be-
hind Whitewater.”

If true, it would indeed be a big story:
Gov. Clinton, the quintessential anti-Cold
Warrior, making a secret deal with the
Reagan Cold Warriors to stpport the Con-
tras. But the book offers no credible evi-
dence of such an arrangement. Despite the
provocative subtitle. the book provides no
link between Mr. Clinton and Mr. Bush;
Mr. Clinton and the CIA; nor, for that mat-
ter, Mr. Clinton and Mr. Reagan. Indeed,
the only basis for believing Mr. Clinton
even knew about Mena is Mr. Reed's un-
confirmed claim to have sighted the gov-
ernor at & meeting that included Ollie
North and other prominent Iran-Contra
figures—a claim that I do not believe is
credible.

The authors also try to connect Mr.

LV

Clinton through his assoctates. The argu-
ment is that associates of his, or associates
of these associates, were invalved
drugs, arms and monev laundering at
Mena, and, therefore. Mr. Clinton himself
must have been privy to it. For example,
Mr. Clinton’s half-brother, Roger, was em-
ploved by a financier who purchased co-
caine from someone connected to Mena.
The problem with such guilt by association
1s that Arkansas is a small place, espe-
clally when it comes to law firms, invest-
ment firms and politicians;  most
Arkansans are separated by far fewer
than six degrees of separation. It is nut
necessarily incriminating to know some-
one who Knows someone.

To be sure, illicit things happened at
Mena and the Justice Deparunent took no
action. If this was a deliberate misprision
of a felony, it may have proceeded from
the Justice Department's reluctance to
bring a case against Contra-support activ-
ities that were approved by the president
and the CIA director. After all, why should
the Reagan administration have prose-
cuted itsell when it could legitimately
evade the issue by citing national secu-
rity?” National security considerations cer-
tainly are what damped a General Ac-
counting Office effort at investigating
Mena.

The possibility that the federal govern-
ment would raise such a concern might
also  have reasonably discouraged
Arkansas prosecutors. After the smuggler
Seal was shot to death, it is not clear that
there was anyone to bring a case against:
So why waste resources” Whatever reason
the case wasn't pursued, no one has said
that Mr. Clinton used his gubernatorial
powers to quash legal proceedings.

What the Mena connection boils down
to is speculation that the money trail
from Mena, if it is not a dead end. could
lead somewhere in the uncharted wilder-
ness of Whitewater. Unfortunately, the
present expose furnishes no reliable com-
pass.

Mr. Epstein is the author of *Deception:
The Invisible War Between the KGB awd the
CIA " and other Dooks on espionaye.
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The Kid's wild ride

The talk at the White House re-
cently has been less of White-
water and more of the New
Hampshire primary, reported the
Boston Globe.

While some argue that recent
controversies fatally wounded the
Clinton presidency, the Globe
said aides are studying polls and
predicting “this is just another
ride in the roller coaster driven
by the Comeback Kid."

For instance, polls show Pres-
ident Clinton is doing better at
this stage than many presidents,
including Ronald Reagan.

“I don’t think Clinton has really
been hurt by Whitewater” David
Moore, managing editor of the
Gallup Poll told the Globe's Mi-
chael Kranish.

"I don't think Whitewater has
translated into general dissatis-
faction with his presidency.”

Polling Virginia

Republican James Miller
would defeat Democratic Sen.
Charles S. Robb and Mr. Robb
would defeat Republican Oliver
North, according to a Virginia
poll by Democratic campaign
consultant Alan Secrest.

The survey showed the senator
leading Mr. North by 48 percent
16 32 percent, with 20 percent
undecided. In a contest between
Mr Robb and Mr. Miller, the lat-
ter led 43 percent to 36 percent.
with 21 percent undecided.

Democratic state Sen. Virgil
Goode led Mr. Robb by 46 per-
cent to 30 percent, with 24 per-
cent undecided. “What this shows
15 that Robb is in trouble against
any non-pariah candidate,” Mr.
Secrest said

Mr. Robb was viewed neg-
atively by Virginia voters by a
2-t-1 margin, Mr. Secrest said.
But Mr North had equally high
negatives in the poll last weekend
of 610 likely voters,

The leadership

With Mr. Pryor out of consider-
ation, the race to replace Major-
ity Leader George Mitchell, who
leaves at year's end, shapes up as
a contest between Tom Daschle
of South Dakota and likely con-
tender Jim Sasser of Tennessee.

Unexpected backlash

Democratic Gov. Jim Guy Tue-
ker has been the beneficiary of
an Arkansas backlash against
Whitewater, according to Dennis
Cauchon, writing in USA Today.

Instead of taking it out on Mr.
Tucker, who is involved in the
controversy, residents are turn-
ing their wrath on Republican
candidate Sheffield Nelson, who
first pushed the Whitewater story
on the national media.

John Brummett, Arkansas
Democrat-Gazette columnist, told
Mr. Cauchon that people who are
sick aboul what Whitewater
seems 10 say about the
state “tend to blame Sheffield "
Meantime, Mr. Nelsnn stopped
talking about Whitewater.

Missourl fund-raising

Former GOP Gov. John Ash-
croft has — just barely — raised
the most money of the 17 Mis-
sourians running for the Senate
this year, the St. Louis Post

Sen. David Pryvor told Demo-
cratic colleagues that he would
not be a candidate for Senate ma-
Jority leader in the next Congress
and that he would not run for re-
election as chairman of the
Democratic conference.

“1 just don't think it's in the
cards.” the Arkansas senator said
to reporters after the weekly,
clused-door lunch meeting of
Senate Democrats.

Mr. Pryor said he decided to
give up the conference
chairman’s post he has held for
six vears because it was time for
someone else to have the opportu-
mity of the third-ranking leader-
ship job.

Dispatch reported.

He has raised $1.38 million,
with $¥17,768 unspent. Second is
Democratic Rep. Alan Wheat,
who raised just under $1.34 mil-
lion, with $910,000 on hand and a
debt of $36413.

Mr. Wheat's leading rival for
the Democratic nomination,
Jackson County Executive Mar-
sha Murphy, reported raising
$485,462, with $344,325 on hand.
They are seeking the seat being
vacated by retiring GOP Sen.
John C. Danforth.

Animal jeopardy?
Hundreds of animal species
are in jeopardy of becoming ex-

tinct or threatened by the Clinton
forest plan, Oregon environmen-
talists said.

They claim the U.S. Forest Ser-
vice plan to allow logging while
protecting the great northern
spotted owl’s habitat is a “public
participation and legal victory™
but a “biological defeat.”

Their criticism of the adminis-
tration’s plan to accommodate
timber and conservation inter-
ests comes less than a month be-
fore the May 15 expiration of a
court injunction against logging
in the region’s old-growth forests.

Santorum and Watkins

With the Pennsylvania primary
three weeks away, Rep. Rick San-
torum and rival Joe Watkins, a
former Bush aide, are having a
tough time getting attention for
their race for the GOP nomina-
tion for the Senate.

Recently, Mr. Watkins charged
Sen. Phil Gramm, National Re-
publican Senatorial Committee
chairman, with “favoritism and
unfair practices" against his can-
didacy, the Philadelphia Inquirer
reported.

Complained Mr. Watkins: “A
qualified, serious black candidate
gets nothing but politics as usual.
... I'm not going to say that it's
racism, but I'll let you draw your
own conclusions.”

NRSC spokesperson Gary
Koops said race is “absolutely
not™ a factor in the committee's
support of Mr. Santorum, a two-
term congressman who has the
party endorsement.

Mr. Watkins earlier made a
news splash by hiring Ed Rollins
as a campaign consultant.

Snubman

Rep. Richard H. Lehman, Cali-
fornia Democrat and a critical
committee vote for the White
House on health care, has been
snubbed three times by the ad-
ministration, the Los Angeles
Times reported.

Mr. Lehman, struggling to hold
his seat in a largely GOP district,
said the insults will not affect his
vote. He just worries about the
impact of the health plan on |
farms and small businesses. |

One Democrat close to the ne-
gotiations added: “Lehman’s not
obstructionist. He wants to help
if he can, which is all the more
reason the White House ought to
be smart about this"

The slights? He didn't get a
Job Corps center for Fresno. It
went to the San Francisco Bay
Area, which already had two. In-
terior Secretary Bruce Babbitt
came to his district without tell-
ing him. Agriculture Secretary
Mike Espy canceled a visit.

“If they're going to need you
down the line, they ought to pay |
attention,” Mr. Lehman said to the |
Times' Karen Tumulty.

]
Like Nixon |
Conservative Bill Kristol told |
|

the Raleigh News & Observer
that President Clinton is “a very,
very good politician obviously . . .

“I find him Nixonian in some
ways. A yuppie Nixon. A New
Age Nixon in his combination of
political shrewdness and his cer-
tain lack of core principle.” |

But Dan Quavle’s former chief
of staff thinks Republicans tend
to be too intimidated by Mr. Clin-
ton and suggested they stop remi-
niscing about the “good old days
when we could win elections on
who was tough on communism.”

“I think we need 1o engage the
fight on domestic policy.” Mr.
Kristol said. Meanwhile, he urges
William Bennett to run for pres-
ident and is intrigued also by the
prospect of Colin Powell:

“1 do think if he decided to run.
he'd be a very, very powerful can-
didate. I think people are tired of
career politicians.”

A tougher MclLarty

Top administration officials are
quietly countering perceptions
that Chief of Staff Thomas F
“Mack" McLarty lacks firm con-
trol over the White House staff
and is insufficiently grounded on
policy matters, the Los Angeles
Times reported.

Worried that such views may
reinforce Whitewater-fed percep-
tions of a White House in disar-
ray, aides are trying to show
off Mr. McLarty's firm side, in-
crease his visibility and publicize
his support from President Clin-
ton, said the Times’ Paul Richter.

For instance. when Mr.
McLarty warned staff members
in blunt terms not 1o meddie in
Whitewater, aides made sure the
word got out. He started recently
to also turn up in the center of
gatherings for photo ops

Times WEDNESDAY, APRIL 20, 1994

i Bhashiugton Gmes wepsesour o
#



Kery o ead
hearings on
global rise

in drug trade

By Bob Hohler
GLOEE STAFF

WASHINGTON - Amid US criticism of
Colombia's strategy for curbing the cocaine cartels,
Sen. John F. Kerry is scheduled to convene hearings
today that focus on the drug trade’s worldwide -
growth and its increasingly grave threat to US
security.

From witnesses as diverse as CIA Director R.
James Woolsey and an anonymous Colombian
cocaine dealer, Kerry and his Senate subcommittee
are expected to elicit testimony that paints a stark
portrait of drug cartels Infiltrating governments
around the world and collaborating with
international terrorists.

“We are entering an extraordinarily dangerous
era that can only make the fight to bring security
back to our neighborhoods even more difficult,”
Kerry said yesterday.

As chairman of the Senate Foreign Relations
subcommittee on terrorism, narcotics and
international operations, Kerry plans to examine a

President confronts
queries on suicide,
music and sneakers

By John Aloysius Farrell
GLOBE STAFF

ASHINGTON - He sang them a
verse from his favorite rock song.
He revealed what kind of
underwear (briefs, not boxers) and
running shoes (New Balance) he
wears, He asked them, in the wake of rock star Kurt
Cobain's suicide, not to succumb to despair.

And to stem the tide of violence in their lives,
President Clinton told an audience of teen-agers
yeaterday that they should embrace some timeless
values such as discipline, faith and persistence.

Returning to the scene of an election-year
success, Clinton answered questions for 30 minutes
on the rock video channel MTV.

“Cynicizm is a copout,” Clinton told his young
audience. “We can only go forward if we believe in
each other.”

The first question asked of Clinton touched ons
notion - a deficit of meaning in contemporary
American life — about which the president often
worries aloud.

Dalia Lyons, 17, from Bethesda, Md., said, “It
seems to me that Kurt Cobain's recent suicide
exernplified the emptiness that many in our
generation feel ~ the lack of importance that we
place on Life,

“Many gang members don't expect to live beyond
the age of 25, she 2ald. “How do you propose to
change this mentality, to teach our youth how
important life is?”

Clinton told the teen-agers of his own childhood,
and what it was like without & father, and witha
mother who spent large chunks of time away at
nursing school, or working to support her family.

“Maybe the question you asked is the most
important question,” Clinton said. “Suicide among
yourg people, as you probably know, has doubled in
the last 10 or 15 years.

“I think it is rocted in part in the fact that there
are a lot of young folks who grow up never feeling
that they’re the most important person in the world
1o somebody,” said Clinton. “There were times in my
childhood when I had a diffieult childhood, but I

always knew I was the most important person in the
waorld to my mother, and that somehow together we
would get through whatever we were going
through.”

State Department repart this month that concluded
“rampant cocaine use, which was once a peculiarly
American phenomenon, is now a worldwide
scourge,” from Spain to Russia to Vietnam to
Zimbabwe.

Kerry is expected to cite the rising global drug
trade to underscore his recent characterization of
Colombia as a “'narco-democracy,” which sparked

from Colombian politicians.

Kerry has harshly eriticized Colombia’s top law
enforcement official, Gustavo de Greiff, for
proposing the decriminalization of cocaine and for
suggesting potential plea bargains with the powerful
Call cocaine cartel.

Kerry's eriticism followed Attorney General
Janet Reno's rebuke of de Grieff for what she
described as leniency toward drug traffickers.

In addition to Woolsey, witnesses scheduled to
testify today include Robert Gelbard, an assistant

secretary of state for international narcotics matters,

and top Justice Departrent officials.

Clinton also warned about the furious pace and
fragmentation of modern life, urging his listerers to
“get out of this sort of instant emergency way we
tend to look at life” and appreciate the lessons and
perspective of history and experience.

“We all have more information today, more
access to information than any generation before us.
You can turn on the television and see 50 channels in
a lot of the communities where you live,” he agid.
"We've got a lot of information, but we think
everything happens right now. And the truth is, a lot
of things take time to unfold; a lot of the meaning of
life takes a lorg time to develop.

“There are sacrifices and tough times and
disappointments that never go away ir. life ~ they
never go away no matter how old you are and how
much you get things together,” said Clinton. “But if
you can keep your eye on the future, then suicide
doesn’t become an option because you know there
can always be a better tomorrow."”

Clinton defended his handling of the Whitewater
matter and said that as painful as the events in
Bosnia are to watch, “the United States cannot go
over there unilaterally, serd its forces in, and start
fighting on the side of the Bosnian government. .. .
There is atill 2 war on the grownd.”

The themes of the session were crime and
violence, and Clinton answered questions about gun
control, prison refarm and drug abuse, olten trying
to personalize his answers.

“Some of you .. . know that my brother is a
recovering drug addict who actually went to prison
for 14 montha, It is my opinion that if he hadn't been
caught up in the eriminal justice system, he probably
would have died because his problem was so gross
and 80 bad,” Clinton said, when asked to defend get-
tough policies on use and other crimes.

m otherond han t}f:id Clinton, heofwmﬂdpﬁ not
nec ily condemn the gangsta’ rap ormers
fike Snoop Doggy Dogg. “It depends on what the
end of the song is,” said Chinton, “Is it to make
people understand and empathize with and try to do
something about these terrible problems? Or is it to
legitimize violence and eriminal conduct? I'd have to
know the answer to that.”

Rap was “not exactly my music, you know”
Clinton said. When asked for his favorite song, he
sang a few bars of Leon Russell’s “A Song for You."
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National Editorial Sampler
What Newspapers Are Saying

By United Press International= = San Francisco Examiner=

Backlash! That's the screaming tabloid headline President Clinton must see
in his dreams about the public's reaction to the Whitewater affair.

The White House is working hard to demonize the news media. Even FOMs
(friends of the media) are rethinking the saturation and savagery of some of
the coverage of a third-rate Arkansas land deal.

Correspondents who live for White House dinner invitations aren't doing
the job. You can fall in love with elephants, but don't cover the circus, to
paraphrase old journalistic advice. On the other hand, this isn't a game
called ~~Gotcha!'' Reporters have an obligation to track down and then tell
the truth. That's different from ripping a president's head off only on murky
allegations.

Critics worry about a new mean-spiritedness in the media. We worry more
about phonies reporters who try to make Whitewater into Watergate. Apart from
their breathlessness, some news reprts on Whitewater are missing hard facts,
context and a sense of the revelation's importance in the scheme of things.

The other day, we read a baffling story: Sometime after Hillary Rodham
Clinton had made a killing in cattle futures, she represented a client who
sued her old commodities brokerage. Hence, the story speculated, she must have
learned that her old broker, Red Bone, had a heap of trouble with security
regulators.

So what? Ex post facto guilt? Hillary Clinton couldn't turn back the clock
to undo her dealings with Bone....

The other day, Clinton got testy when a newspaper editor said the
president's Whitewater explanations reminded him of a child's excuses for not
doing her homework. Clinton had a point. The matters he's being asked to
recall happened, not last night, but 4,000 or 5,000 nights ago.

The New York Times broke the story about Hillary Clinton making nearly
$100,000 as a novice in commodities. It was, said former TV reporter Marvin
Kalb, ~“a particularly egregious example of guilt by association and
innuendo.'' Joseph Lelyveld, the Times' managing editor, defended the story
as "““very solid,'' but he also said he regretted T“its tone, its play too
high above the fold and its length.'!'

These elements go to the heart of the matter. A good reporter doesn't make
a story a big deal if it's not. Sifting the truth takes time, care and
self-skepticism.

Presidents are fair game, but the game should be fair. A good audience
demands a tough story and also tough standards for reporting it.

= The Boston Globe

The Clinton administration is once again sending hopelessly mixed signals
to Serbs and Muslims alike about its ever-confused Bosnia policies. First we
bomb Serb positions around Gorazde in a new get-tough policy in which force
and diplomacy are to be ~““married,'' as UN Ambassador Madeleine Albright put
it. When the Serbs call our bluff, President Clinton says that neither the
United States nor NATO has any interest in ““becoming involved in this war to
gain some advantage for one side or the other.'' Force and diplomacy are
suddenly divorced.

Now Gorazde is about to go under, and the Serbs have taken UN hostages,
shot down a NATO plane and driven even their erstwhile allies, the Russians,
to such frustration that they are predicting a ““huge catastrophe.'!

We have expressed great reservations about the United States becoming
militarily involved in Bosnia and about the use of force. We feared that the
Serbs would not be cowed, that air strikes would make them more stubborn, that
they might find ways to retaliate and that things would be made worse, not
better all of which has come to pass.

We also have grave doubts about the willingness of the American people to
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mount and sustain the kind of effort in terms of lives and commitment that
would be necessary to subdue the Serbs and keep the peace in a land of broken
promises and pathological hatreds. The ultimate betrayal of Bosnia's Muslims
would be to intervene and then not stay to see it through, as too many of our
clients in the past have discovered to their sorrow.

There are arguments both for and against intervention, but the Clinton
administration has wound up with the worst of both worlds bombing the Serbs
and then letting them call our bluff. ~“We have to find a way to get the
momentum back,'' Clinton said yesterday as he flew off to Milwaukee. What is
wanting is a clearly stated and resolute policy that friend and foe alike can
understand.

= Detroit Free Press

The American tobacco industry's current mantra is ~“choice'': Even if
cigarettes might be bad for you which, of course, industry executives still
won't concede any mature, informed adult should be free to choose to smoke.
So the argument runs.

But if, as a growing body of scientific evidence suggests, cigarette
manufacturers manipulate the levels of nicotine and other ingredients to make
and keep their products addictive, the case for describing smoking as a
pleasure-giving, freely chosen behavior is weakened and the case for enhanced
government regulation of cigarettes as dangerous and potentially lethal drugs
grows stronger.

During congressional testimony last week, executives of the seven largest
U.S. tobacco companies acknowledged that they can control the amount of
nicotine and tar in the cigarette manufacturing process to affect flavor,
they said. But they vehemently denied that cigarettes were addictive.

The executives testified that they would not want their children to smoke.
That hasn't stopped them from using cartoon characters such as R. J. Reynolds'
““"Joe Camel'' who research shows, is as recognizable to American 6-year-olds
as Mickey Mouse in their promotions.

The tobacco industry and its apologists hint darkly at a hidden agenda
among its critics: that any attempt to hold the industry accountable or to
promote public health by curbing smoking banning it in public buildings,
declaring cigarettes drugs is the first step toward prohibition.

That's a red herring; no one is yet talking credibly about banning
cigarettes outright in this country. If that day should come, though, Mr.
Butts will know whom to blame by looking in the mirror, or reviewing his
public testimony.

= St. Louis Post-Dispatch=

Cumulative voting, which gained a suspect but largely unearned reputation
during last year's aborted nomination of Lani Guinier to the Justice
Department, may soon get a tryout in Maryland. A federal judge has ordered
Worcester County, on the Eastern Shore, to use cumulative voting to elect
members of its county commission. The experiment should help settle the debate
over majority rule versus minority representation.

-END-OF-AUTOBREAK (1) -
~AUTOBREAK (2) ~FOLLOWS

axx%  filed by:UPI-(--) on 04/20/94 at 02:28EST *##
ke printed by:WHPR(JEL) on 04/20/94 at O08:10EST *#&&*



e

T

. i mmm %a 11 g fit JEE :__,_“EJ.__. i
o) MY EEE R Mwm , .2 e msu“w m... P30 i ol
5 Wi < phi “__m__h, A 1 2 m_m“ T I
o gl m m“ ] ,m__ i “fs el mmwmmm i
Brug i v m.m_ um_ m _,h,md_mma mmmmm_ o & ki _m il 4 fi
2 i 18 :wm w i =2 i _Emu il m Ik
L 3idisaEtl : ..., ____, HE : bt :
mwu mmmmmw Mmm_ m mwm”m s w”“ u nn.: n”:mnmwm m m.m Mmﬂm_mm mum_mmum“ m.m an_ m.mwmm
Sl ¢ G St B y 13 il » Itk i @ - ,

B i mm_ wmm: um_m_ m_m___m_. _mmm. eI il ._m.___ ]
= 8. Z_m.mm _....wﬁmmw :..w ME FHHIH wm.m m_m & i AEHITH
& mm w. b i i m i hm m st n._..rm., _.?. : 1 L._ mﬁ_w_
= .‘ mmh m__.m uw uﬁmum.__-mmmmmwm mmmm.m_ mm._m-,mmﬂ— mr .-m__u z-mmmmmn mm zmmw...tm. 2 TR mm-ummm._.mmmmmwwmm Lt m-mmmmmm..mww



bc-whitewater-comment - a0849

(ATTN: Editorial Page editors)

There's Plenty of Hypocrisy, But Whitewater Is Not the Key

Lerner is the editor of Tikkun: A Bimonthly Jewish Critique of
Politics, Culture and Society, and the author of " "The Politics of
Meaning,'' to be published next year by Viking Press.

By Michael Lerner= Special to the Los Angeles Times=

Maybe the Clintons didn't do anything illegal, several reporters on the
wWhitewater beat told me recently, but still they are guiervings re§émmended by
the Food Guide Pyramid. The survey found American diets also fall short of the
fruit, vegetable and dairy recommendations.

Introduced in 1992 to replace the U.S. Department of Agriculture's
three-decades-old '"Basic Four'' guidelines, the pyramid draws from five food
groups to help steer Americans from unhealthful, high-fat diets to
nutritionally balanced meals rich in fiber and complex carbohydrates.

The average American diet is top-heavy, however, with 37 percent of
calories coming from fat. Nutritionists, recommend trimming fat to 20 percent
to 30 percent of cal(EQ) (EQ)Carol (EQ)MG(EQ) (EQ) (EQ)ories to minimize health
risks such as heart disease and certain cancers.

==== Unmmmm, good
Occasional indulgence is alive and well, says Baskin-Robbins. The ice-cream
maker says since 1991, consumption of its richer flavors is on the rise.
Consumer purchases of Winter White Chocolate, with chocolate covered cherry
pieces, has increased 30 percent in 1993, compared to 1991 sales figures.
Chocolate Mousse Royale, mousse-textured ice cream with chocolate chunks,
jumped by nearly 20,000 gallons in 1993 over 1992 figures.

What's your style?

How do you eat an Oreo twisting off the top, nibbling or dunking in milk?
Nabisco wants to know. Until May 15, you can call 1-800-EAT-OREO and register
your preference. Can you believe it? Oreos have been around since 1912.

==== New stuff
These new items are showing up at supermarkets:

Hungry Jack Microwave Ready Syrup, in a compact container that fits
inside a microwave oven, with a heat-sensitive indicator that says ' “HOT''
when syrup is heated.

" Haagen-Dazs low-fat frozen yogurt, in pina colada and strawberry Duet
avors.

Louis Rich Fat Free Sliced Turkey, in oven roasted, deli-thin oven
roasted and hickory smoked varieties, all with zero grams of fat per serving.

Kemps Kids' Ice Cream, in four flavors Dinosaur Egg Crunch, Gummy Bears,
Gummy Worms and Neonpolitan (with pink bubble gum, purple cotton candy and
green vanilla ice cream).

Crystal Light Cranberry Breeze drink mix.

Gelooze, a gelled snack in a sgueezable bottle, from Betty Crocker.

Post Blueberry Morning, multigrain flakes with blueberries and almonds.

kkk filed by:LAWP(=-=-) on 04/20/94 at 02:50EST ####
**%*% printed by:WHPR(162) on 04/20/94 at 03:21EST ####
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======== AUTOBREAK (2)=======- -

communication and wish to discredit any change that might question their right
to put selfish interests above the common good. The media are truly
consistent: They both advocate and embody cynicism.

It is still not too late for Clinton to save his presidency. If he could
consistently embrace a politics of meaning or any other unifying principle,
reframe most of his agenda around that principle and then persuade people of
its legitimacy and of how his programs flow from it, he would have a better
chance.

The hypocrisy worth criticizing is not what happened in the Clintons'
personal finances years ago, but what they are doing in public policy now. It
is here that Americans have been most disappointed, suspecting that the
Clintons have not produced policies that embody a consistent politics of
meaning. Taunted by the Republicans for this failure, supporters feel unable
to explain what the Clintons are really about.

In a recent town-hall meeting, audience members asked President Clinton,
**Why should we trust you?'' Some in the media interpreted that as a reference
to Whitewater. But what participants were trying to say was this: "“You act in
such a compromising way that we don't believe we can trust you. You don't
really level with us about your principles and you don't seem to fight for
them.'"

It's this inability to follow through on principles, reflected as much in
the health-care plan as in the ill-conceived way we relate to the slaughter in
Bosnia or Haiti, that makes Clinton so vulnerable when the media and the
privileged gang up on him as they have been doing on Whitewater. / 5
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Bill Clinton’s
tough opponent

hat is the definition of news?
Keep that question in mind
tonight if you watch a Des

&wﬂ!‘s“s :
Ted | and & blue-ri panel
are going Lo tell us whether American

journalism has overplayed ar'qx\der-
the W ater affair.

one is that Ammmumﬂm e
mu;}lmdll b : S
ewspapers, television, radio

don't long try 1o sell you
something you won't buy, won't long
mwﬁumwmn?wm

be uninterested in.

8o if you're really interested in dls-
cussing it, you have to start with a def:
indtion of news, the things they print or
broadcast. We once had a wise old
editor who offered this one: "News 15
the suthentication of human experi-
ence.” ] like the lofty tone but it leaves
out something. So T've always relied on
mtheﬁ“h‘dﬂhthat.whkhmm
printsin hopeof profit.”

If the editors and news directors of
the country didn't think there was 3
market for news on Bill and Hillary
Rodham Clinton's Arkansas days — if
they con¢luded you were not interest-
d in it = the story would dry up likea
bread slice left in the sun for four days.

That's the fact but it's elusive be-
cause most in the trade pretend other-
wise. Journalism is indeed a noble call-
ing but iuumm}' for self-deception
is infectious, mt congtantly ry-

ing o liveup to it concocts.
W..:Ei.wm Post’s famous Wa-

grmhmmn*uwvﬂuuqu
ve B 3
All that noted, this is the guestion
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half-truth seem to be the whale truth,
I'd like 1o hear the reasoning of

mm who takes B{ll Clinton &t his

So 1t looks to me as if people are
starung to make up their minds on

are teiling us now that this
pe nonsense should be put
mmh‘uﬁmrgdm-n

more important things to . They may
be right, but it smacks of telling me
that my broken finger doesn't really
hurt because it's not & broken leg.

I'll decide what hurts, thank you. In
the same way, | belleve, voters reserve
the right to decide what's important.

American journalism pretty much
mirrors that sentiment, and remains a
haalthy business by serving it or at
least patronizing it

“There are no boring stories. only

White House
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“Nightiine’

- comes to lowa

Abrams, Des Moines Register editor Geneva Uvernolser
and Max Franke!, New York Times executive editor.

o bbb , who has won vitually every broadoast award
OF Tk Recastan’s Wastisiros Bewsae wm ving (includt ';'r 23 Emmys). has been a fre. |
'nhlucu D.C. — Ted ! quent and vocal critic of the slide of television news
brings his award. “Night- toward a tabloid sensibility. There has been an element
line” news program to ow of that in the Whitewater coverage.
Auditorium st Drake University in 'Iwmﬂdwﬂmunmﬂroﬂhjemoﬂhem&
i Des Moines tonight to examine hawdommnhmluub-ubmulpbmmﬂmrhﬂ
, how the news media have played ter, secret apartment, mm;mm x>
I the Whitewater story. than-a-suicide. the-body-was-moved story,. ug
i The decision to originate from Des 3 o
wdwmm new KOPPEL Please 1wy io Poge 2T
owners of WOI-TV, the ABC affiliate in
central Jowa, have done “Nightline® a scheduling favor. e ——

m.wd&mnowhf !}!Iemh:k : K , 6 .

is going o go from delaying ‘Nightline'. . . t

doing it live, and we Imretococpenuiﬂth pﬂilitte': Oppel bnngs ngl
| that do that kind of thing.” sald Koppe! lasi week in his KOPPEL

office at the ABC News bureau here,
Koppel describes the program as a chance for the \
medin’s critics, including a limited number of regular Continued from Pags T

citizens, to get their licksin.

The “mwmm&dﬂlﬂlnunfolt_ﬁr_ls financial

lcnndnlmntmﬂdmppkthemtmadmmﬁmw : :
& media circus in which the barker's hype outside the Miistration yelling and about how the media
tent s unmatched by the goods withir, eving the auds dm“é%%uwmg
ence feeling suckered. ! over an extended period
“Nightline” did not aim for colociess ‘jaboneys® (the & time that tnevitably it becomes something that juat
stafly hmdmtmmmﬁww sing is "lm:g' ot
) on, panelists are beliove Mr(‘ohuy
TONIGHTON TV Ruah umu‘gn, the Clinton.- ot of thers there. But if that's go, mm? ;.: ﬂ?‘é
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i Ted Koppel, will be | be beamed in from afar, and m”mﬂ‘“’hﬂmﬂum«n
i broadcast from Robert Bartley, who edits the Guickdly and )" he said.
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i r, recently com- standards which hﬁ'?"l] th r]
! plained that the Joumnal rather “climb a tree and earned him the title of pegt mmm
tell a lie than stand on the ground and tell the truth.” on televigion. It also gives him stand wer
i Others include First Amendment lawyer Floyd ing a3 a critic of broadcast news, ‘ﬂ"b.
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1938, his mother waa & professionsl singer and his father

A 8 large tire company in Pranidurt,
lq:runmnunmmmm;:

aLEhfa owi:ﬁ‘;::!?unnunn'uul

Koppe! has occupied an unusual position, running &

interview ghow ing for viewers with David
and Jay Leno. He has been holding his own.
During the first quarter of the year, according to fig.
ures provided by ABC News, Letterman sveraged 8 mil-
lion viewers & night, “'Nightline” averaged 6.8 million
viewers, and Leno had 6.1 million.

Thoee are respectable numbers for the late-night slot.
and the distance from prime-time cannibalism, allows

gi

i genera!
certain respanaibllity (in deciding) what they are doing
in terms of making money and what they are doing
in terms of serving the public inter-
est.” At the least, he can say that it is
not that anything-f mentali-

The ﬁw!ﬂoinss?@iﬂﬁ

News § ary
Page H

“And Cah &t least question the of what
they did f nok the lagality, 1 thes & huge Rory? I Son't
*] don't know what (Whitewater ) Jire McDou-
gal ever got from it, or the (; ) broker, or the

" he said, the latter to Don Ty-
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Set-aside scandal

f one-time Clinton crony David Hale is right, his
was the “piggy bank" that Arkansas high rollers
looted to fund speculative real-estate and perhaps
even political ventures. As Jerry Seper reported in
The Washington Times yesterday, Whitewater coun-
sel Robert Fiske Jr. and his federal investigators have
zeroed in on loans from Clinton Whitewater partner
James McDougal to Mr. Hale, who in turn loaned
money to Mr. McDougal’s wife —some of which
ended up in the Whitewater account at Madison.
What lies at the end of this money trail strewn with
failed S&Ls and lost taxpayer dollars is for Mr. Fiske
and others to determine. But the prospect of scan-
dal in the highest reaches of government should not
obscure the everyday kind that comes of yet another
well-intentioned government program gone awry.
Mr. Hale's Capital anmtmm
nt-

non (SBA) in 1978, The loans were supposed to go
to persons unable to abtmnﬁmnchlandothm'
assistance available to the average entrepreneur”
Thus armed for commerce, government

went, hhdﬁ.mmdahermedm

have a fighting chance to succeed in the marketplace.
In April 1986, one of those loans, in the amount of
$300,000, just happened to go to Mr. McDougal's wife
Susan, menheadofaﬂrmca]ledMasterMnrkenns
Inc. She invested the money in Madison Guaranty
Savings and Loan, $110,000 of which ended up in
Whitewater accounts jointly owned by the Clintons.
It's a complicated business, perhaps intentionally so.
But what 1t all comes down to is that a well-heeled
governor of Arkansas and his commuodities-trading
wife were on the receiving end of government-
backed loans for poor folks.

The Clintons disclaim any knowledge of the loans,
but the transactions are a matter of record. Moreover,
Mr. Hale says it was Mr. Clinton who pressured him
1o make the loan to Mrs. McDougal in the first place.
By naming her, a woman, as the recipient, the arrange-
ment helped “put the best face possible on the loan

Where the majority rules

he awesome control of the House of Represen-

tatives wielded b) the Rules Committee — and

by extension, the Democratic leadership — has
become so intolerable that even members of the
majority party are banding together to fight it. Rep.
Charles Stenholm, a conservative Democrat from
Texas, has formed the “Fair Rules and Openness
Group” (also known as FROG) with 16 other non-lib-
eral Democrats in an effort to pry open the commit-
tee, which regularly blocks their legislation by disal-
lowing amendments they want to bring to a vote.

Once upon a time, so-called “restrictive rules” —
those in which legislation arrived on the House floor
with members’ ability to amend it circumscribed —
were rare, used only to streamline particularly com-
plex legislation. During the 95th Congress (1977-78)
only 15 percent of laws were considered under
closed or semi-closed rules. But then the Democra-
tic leadership figured out that by limiting what
amendments could be offered, it could stifie opposi-
tion and protect melfawnstpolmcanyembarrass-
ing votes. By 1991 more than 60 percent of the leg-
islation taken up by the House was considered under
restrictive rules.

Republicans long have complained that the rules
committee abuses its power. They, after all, have
borne most of the brunt of the committee's 1deolog
ical capriciousness. Less publicized, however, has
been the of conservative Democrats,
whose measures have been locked out no less effec-
tively than those proposed by conservative Repub-
licans. But that frustration has been growing.

and avoid regulatory problems,” said Mr. Hale.

What kind of regulatory pmblems’ Well, the kind
ﬂntgommoﬂ’enngmmeysetw stmaglmg
minorities to a couple like the McDougals, who at the
time were reporting assets of §3 million. Using Mrs.
McDougal as a “front” paid off handsomely for the
white males in the group. But it cost US. taxpayers
stuck with the guarantee because the group never

repaid.
Unfortunately, SBA set-asides have a long history
of this kind of fraud and failure. Over the years,

struggling entrepreneurs as

Reynolds. It has helped fund such worthy activities

as gay bath houses and porn shops. It has fallen into

the hands of the politically astute rather than the
disadvantaged. And still it continues in all

its flawed forms.

A recent Associated Press survey of SBA minor-
ity set-aside contracts under the so-called 8(a) pro-
gram found that of the $19 billion worth awarded
over the past six years, the bulk went to predomi-
nantly white, well-to-do areas. Indeed, less than 10
percent of set-aside contract money went to black-
majority areas and less than 5 percent to Hispanic
majority areas. There's no law that says minority

1pi have to stay in minority neighborhoods.
But that’s not the way the agency pitches the program

to Congress:

“8(a) firms provided emp onrrmtfnrwerlozom
men and women during fiscal 1992, the agency said
mnsmstmmnrepcmmmm “Many of
these jobs are in the inner city and in areas of high
unemployment.” Likeﬂlacandﬁa’ﬂmlupsmpar
ticipant in Virginia, with 30 contracts worth $111.7
million, was Automation Research Systems Ltd. in
Alexandria. Alexandria is 84 percent white with a
household median income of $85,602.

Hooking minorities on government aid of one
kind of aid or another is a bad idea to begin with.
When the real beneficiaries of such programs turn
out to be people like the Clintons — well, whatever
else turns up in Whitewater, that's a scandal.

A restrictive rule must be approved by a majori-
ty of the House before the legislation it controls can
be brought to the House floor. More often than not,
votes on rules are party-line affairs, with Democrats
voting for the rule, and Republicans voting against.
As such, rules are approved as a matter of course.
In the 102nd Congress, the rules committee always
got its way: Not one rule was defeated. In the two
years of the 101st Congress only three rules were
rejecter. But already, just halfway through the 103rd
Congress, four rules have gone down.

This means that a fair number of Democrats have
bucked the Democratic leadership and voted with the
Republicans. If the FROG is able to build a group of
42 or more Democrats willing to join the 176 Repub-
licans who regularly vote against closed rules, they
will be able to slap the rules committee down any
time they feel their interests have been squashed.

Loosening the stranglehold the rules committee
has on the House is not just in the service of the pet
legislation of the boll weevils. It is, in fact, a profound
and necessary reform, as the “people’s House" has
turned increasingly into a body under the tight con-
trol of the leadership. The members of FROG —
Reps. Peter Barca, Sanford Bishop, Bill Brewster,
Glen Browder, Nathan Deal, Eric Fingerhut, Pete
Geren, Martin Lancaster, Jill Long, Dave McCurdy.
David Minge, Tim Penny, Dick Swett, Charles Sten-
holm, Billy Tauzin, Gene Taylor, Karen Thurman —
have displayed considerable political courage in
risking the ire of their leaders for the sake of a more
open House.
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n this becalmed moment before
the congressional hearings
begin, if they ever do, and with
the special counsel’s report still
only a hint in Robert Fiske's non-
committal eye, the semi-good ship
Clinton finds itself in smooth seas.

It’s time for the president to kick
back, turn on the charm and even do
a little policy wonking. What a lux-
ury. The storm has passed, and
another isn't due for days — well,
hours anyway. Bill Clinton was in his
old form before the nation’s editors
the other evening, mixing an air of
casual innocence and subdued
indignation with just the right
amount of self-sympathy. Definite-
ly a man for '90s. Right out of
Esquire with a heavy admixture of
Congressional Quarterly.

But he can't seem to get off the
defensive this time, as if he were
seeking sympathy rather than vin-
dication. He comes across less pres-
idential than adolescent, like a teen-
ager who may miss a curfew or two
but has a perfectly good excuse each
time. Indeed, one wishes he had
fewer good excuses; then they might
not contradict each another so often.
But our Boy President has such a
winning way, and the infraction
doesn’t seem all that serious, what-
ever it was, and It’s Just Not Fair, so,

“ what the heck, Dad, why not just for-
get it and get on with life? These
investigations are going to be an
awful lot of bother, you know.

It's a tempting suggestion. And it’s
meant to be.

(T XX ]

On the political front, the first and
maybe last line of defense is already
being put in place by the pros —
James Carville, the president’s old
handler; George Mitchell, the nose-
counting majority leader of the US.
Senate and the president’s idea of
what a Supreme Court justice should
be; and the president himself, who is
his own best manager.

The line is simple and appealing:
The issues facing this country are
much too important for us to be
spending time fooling with some
wispy something that may or may
not be a scandal — not when the
president, as he puts it in his faux-

Wtéwater doldrums as tides subside

IUTTY i

folksy way, should be doing what he
was hired to do.

This administration is also
blessed with perfect foils like Bob
Dole, the picture of wry cynicism no
matter what he says or does, and
Alfonse D'Amato, who has a check-
ered record of his own where ethics
are concerned. (If only Towa's Jim
Leach had stayed out of it!)

So the stage is set for George
Mitchell to sum up for the defense:

“Sen. Dole is a good friend and he
is a very smart man. And I would
not want to be him going to the
American people and saying, ‘We
think Whitewater is more impor-
tant than passing a crime bill, we
think Whitewater is more impor-
tant than passing a health-care bill
... and we're going to stop this gov-
ernment cold until we get some sat-
isfaction on Whitewater™™

Only if one substitutes what
Whitewater is about for the blurry,
boring, inexact and already irritat-
ing name itself — namely, the lim-
its of power in a government of
checks and balances, and integrity,
that is, whether a president and his
spouse are what they claim to be —
does it become clear why this messy
affair should be taken seriously in a
republic, But who's got time to spell
these things out? Now we think in E-
mail, and a 15-second attention span
would set records.

If the Clinton Defense sounds
familiar, there's a reason. It’s been
tried before. Another president once
explained why the great affairs of the
nation must not be held hostage to a
litle domestic messiness:

“I can assure you that the hope
for building a peaceful world restsin
the leadership of the United States,

and that leadership, of course, rests
in the hands of whoever may be
president. ... I shall do nothing to
weaken this office. . .. We have been
together ever since we came to
Washington .. . as part of this great
adventure ... and we shall leave
together only when we have com-
pleted our service, and we shall
leave heads high Jan. 20, 1977 —
President Richard M. Nixon, June 9,
1974, speaking at a political rally
three months before his resignation.

And here is Carl Curtis, then
Republican senator from Nebraska,
on the same occasion: “The get-
Nixon crowd, including those who
conduct a trial by pre.s, are in for a
big surprise.”

You would think history could at
least invent some new lines once in
a while.

The Nixon Defense might work

this time. Whitewater isn't Water-
gate or anything else clear yel.
Despite all the suspicious meetings
and contradictions, there is no proof
here of anything criminal, or per-
haps even of much improper.
Besides, doesn't the definition of
impropriety in a society have to be
elastic, so ethics will have room to
grow? And doesn't that mean it also
has plenty of room to shrink? So
that what seemed highly improper
to some of us puritanical types only
a few years ago — like a series of
meetings between the president’s
men and the head of the regulatory
agency supposedly investigating
him — may now seem innocuous in
this post-Nixon, Clintonized culture.

‘What really puzzles is why, in the
absence of any proof that the law
has been broken, the Clintons
responded with such an elaborate
and embarrassing series of mis-
statements and misimpressions
about their finances. They couldn't
have raised more suspicions if that
had been their aim. There would
seem something more involved here
than faulty memory; there is also
the faulty image of just another mid-
dle-class couple who invested some
money and lost it.

Can they simply never stop pos-
ing? Or had the Clintons come to
believe their empty image? Or
would the Presidents Clinton prefer
to be suspected of a crime rather
than of upward mobility? Is being
revealed as an insider who makes a
killing with the the help of a well-
placed friend now a fate worse than
being suspected of who knows what
crimes? Maybe it is in this genuine-
ly phony era. If political imagery is
what you're all about, you might go
to ridiculous lengths to hold on to it.
Even after it's gone.

Paul Greenberg is editorial page
editor of the Arkansas Democrat
Gazette in Little Rock and a nation-
ally syndicated columnist..
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For Arkansas governor,

h a benefit

C

Vo ers dis ‘ke message
from GOP, polls show

By Dennis Cauchon

USA TODAY
LITTLE ROCK — Among
the victims claimed by

the Whitewater affair, one
mgupnmmnm&
ic . Jim Guy Tucker, who'

ing their wrath on Republican
candidate Sheffield Nelson,
who first pushed the Whitewa-
ter story on the national media,

The backlash against White-
waler is so strong polls show
Tucker's popularity growing
even as the media has detailed
his role in Whitewater. Mean-
while, Nelson's popularity has
sunk and he's sworn off talking
about Whitewater.

“A lot of people in Arkansas
are sick of the attention White-
water has gotten and what it
seems (0 say aboul the state,”
says John Brummett, Arkansas
Democrat-Gazette columnist.

tenant governor until he suc-
ceeded Clinton in 1962,

Other than Clinton, Tucker is
the most high-profile politcal
figure under investigation by
Whitewater special counsel
Robert Fiske Jr, who could
bring indictments against any-
one who illegally profited from
the fuiled Madison
Savings & Loan

Tucker borrowed extensive-
ly from Madison S&L and Capi-
tal Management Services, an-
other institution being probed.

In one instance, a §1 million
loan from Madison was cul in
er says the reduction was ap-
proved by regulators after
James McDougal, Clinton’s
Whilewater partner, left the
S&L. He says the loan was re-
duced because Madison failed

ed guilty to fraud. Tucker says
the loans were repaid and he

role, according to Opinion Re-
sedrch Associates.

rating has grown
from 30% in October to 35% in
February. That's a bad sign for
aman with only 62% name rec-
ognition and a favorable rating
of just 21%.

“Those are extraordinarily
high unfavorable ratings for
someone who's never held pub-
lic office and hasn't run a cam-
paign in four years,” says poll-
ster Ernest Oakley.

Nelson, a millionaire busi-
nessman, says it's unfair to
biame him for Whitewaler.

A member of the Republi-
can National Committee, Nel-
son has been an important
source for reporters looking
for dirt on Clinton.

“My role has been way over-
played,” he prolests. “My ma-
jor role was getting Jim
McDougal in touch with Jelf
Gerth of The New York Times.
... Their calls crossed. 1
brought them together.”

The meeting led to a March
1992 Times slory reporting
how Bill and Hillary Clinton
were partners in the Whitewa-
ter real estale deal

Nelson also had a taped in-
terview in which McDougal
said he had Whitewater infor-
mation on Clinton that “could
sink him." Under subpoena,

sworm off Whitewaler talk

GOP challenger has

Nelson turned over the tape 1o
the special prosecutor.

Nelson has pledged not 1o
make Whilewaler an issue. |
will run a high-roads campaign
based on issues.”

Democral-Gazetle cartoon-
ist John Deering lampooned
the pledge, showing Nelson
saying “"WHITEWATER will

nol be an issue, So don't ask
about WHITEWATER.”

Fear of Whitewater is so
great that Nelson's main GOP
opponent, slale Sen. Sieve
Luelf, won't say the word. He
calls it “that problem” or “the
Madison thing."

“I'm not sure what the word
means, so why use it?” says
Luelf, a cattle rancher. “It can
be perceived as the trashing of
Arkansas. | give the governor
the benefit of the doubt.”

Asked to utter the W™ word,
Luell says, “I'd rather nol"

“There's a perception that
he was willing lo trash Arkan-
sas (o assist the Republican
nominee for president,” says
Tucker. “That’s resented by a
lot of people.”

Nelson won the 1990 Repub-
lican primary parily because
Democrats crossed over Lo
vole against former US. repre-
sentative Tommy Robinson,
viewed as “evil incarnate o
many Democrats,” says politi
cal consultant Jerry Russell.

Luelf is considered a weaker

Pnotos by Danny Johnston, AP
POPULARITY ON THE RISE: Polls show Democratic Gov. Jim Guy Tucker's popularity is growing
his Whitewater role. The catalyst: GOP promotion of Whitewater.

candidate because of his lack
of money and aggressiveness.

Nelson spent $2.6 million in
1990, including $1.1 million of
his own money, Nelson is for-
mer chiel execulive of Arkla
gas company. Thomas “Mack”
McLarty, now Clinlon's chief of
staff, succeeded Nelson as Ark-
la's chiefl executive.

Rather than spending his
own money this time, Nelson
says he'll limit campaign
spending o $1.5 million from
contributors. He started run-
ning commercials during the
University ol Arkansas’ ap-
pearance in the NCAA Final
Four basketball championship.

Tucker hus already raised
§1 million, which he acknowl-
wvilpes was o fuctor in scaring
ofl primary opponents

Everyone expects a dirty
CumpEign

Rumors have already start-
ed that Tucker is in il health
and on a liver transplant list.
Tucker, 50, who sulfers from
chronic ulcerative colitis but
lpoks in good health, denies

i

T
i

questions; jurors asked
Wade said.

haostile,
“‘He basically led me

doctor's report on his health.
"Shefield is hoping some-
thing from Whitewaler falls
from the sky and crushes Tuck-
er,” Russell says “1 doubt iL
Show me a Republican office-
holder in Arkansas and Il
show you a Democrat who
didn’t run a good campaign.
And Jim Guy Tucker ain't go-
ing to run a bad campaign.”

Neison says if any politician
is punished for Whitewater, it
won't be him.

“If, in fact, anybody has
abused the public trust, if
there's been a fraud perpetral-
ed on the people, if there's cor-
ruption, people deserve lo
know. And if getting McDougal
and Gerth together had any
role in getling it oul, people
should applaud it and not re-
sent il. And most do," he says.
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From Willie Horton to Whitewater

BROWN, From D1

Hot Scoop
Or

These days Brown's Fairfax-based group, Citizens United,
sends a Whitewater fax almost daily to 1,200 reporters and
talk shows. The group says it raised $3 million last year from
ITSMMMMSMmemmﬁ

cash, according to his letter, which asks potential donars to
mqﬂete an “Emergency quan the Impeachment of

Di ?

'ty Tips‘ gﬁaghmhﬁsgdmmw
Should Media Treat  fabe Review, writer Trasy Lisherman accuses the press
Floyd Brown Seriously? dmwmﬁ“‘!“‘:‘“ﬁeﬂwwa

/muthcnmdihu
several journalists said they use Brown's organization
mrﬂyua source for Jeads and tips.
“You've got to know where the information is coming
The fund-raising letter from con- mw"‘umm" -":: mm:“'ﬁ'
servative activist Floyd Brown mmﬁm Over mﬂi"“mdm" ﬂ
wastes no time touting his role in mﬂ:“! . Ghcaputebie. poopie. ou
t overage of the White- ¥ans i ; . 5
i.:;?iﬁ:fr;c i o5 Brown and his chief investigator, David Bossie, “kmew the
“Investigative television reporters m‘m“‘f“"sﬂ [im Wh::m] when I didn't. That was of
from ABC and CBS have come to me The INE, R
and Citizens United so that we could think dod\u net “,'“hd::!"d down ,“B“" M‘“ %
present our evidence to them. And a story ”“9 M“CBS wmncml o
we have worked directly with NBC Floyd Brown,” id Barbara Cochran, CBS's Washington
News ;
theway . Ping them €VEry SIEP Of " “They frankly didi't have anything that we dd't already
“The Wall Street Journal, the Bos- know about,” said Christopher Isham, head of ABC's investi-
ton Globe, Gannett Newspapers and gative uni. o : ;
others have already asked our assis- E";,? Thomas, Newsweek's Washington bureau chief,
tance. And even the big newsweek- said; “You can always Iﬂﬂhemumd ﬁmﬂmmng
lies—Time, Newsweek and U.S. hwrk“ story. w&:m ys interested parties.
News & World Report—have sent is to get it other sources.”
their investigators to us for com- In an interview, Brown likened Citizens United’s role to
plete briefings.” Thf}} 0‘:‘; Tmﬂmnﬂampnm s opposition r::uw mm
Brown is back on the political know one journalist in America would
front lines, Themdept-ndenlzoopera what | would hand him on a silver platter and print it,” he

By Howard Kurtz

Wakumgon Post Sasi Wreer

tive is best known for making the in- said. ‘7 try to be as accurate as possible. . . . Real reporters
See BROWN, D2, Col 4 Eﬂdﬂn:t;&hom;ﬂs;{:ﬂmﬂwmm

But Democrats are crying foul. White House senior advis-

er George Stephanopoulos told the Wall Street Journal that
Tbyﬂ&m-anhnythghﬂwe.‘

“Respectable

figures in Arkansas while mdqhslmw
“Slick Wilbe: Why America Cannot Trust Bill Clinton.” He
says he has amassed thousands of Whitewater documents
and land records.

1
Bruwnumﬁmdthllhmhdpﬂpiﬁnhrd;
the Whitewater stories cited by Columbia Journatism Re-
View:
-hﬂfaﬂ.kmsﬁnﬂm“’atdl'mw&"
interview with former Arkansas judge David Hale, who |
owned a lending company approved by the Small Business |
Administration. Hale alleged that Clinton, while gover d'
mmmmmmm;mmmmm
san McDougal, one of the Clintons’ Whitewater partners. .
MMMMMNM&:M 'f
(]

M}hwmdesmsandmldmlﬂcebtsnfdher
sources. But obviously, you check out everything he says.
New York Times staffers say that while the paper ooca-
sionally talks to Brown, reporter Jeff Gerth was the _J
Jjournalist to interview Hale, and without Brown's help. ~
“Jeff Gerth has been ahead on this story from the stact-
on his own,” ud&ndremeﬂu.l.ﬂnTmsWuhﬁ
ton editor. “Some of what he has produced we have
lished, and some we haven't. . . . The notion that Jeff
peeds Floyd Brown to give him investigative tips is |
diculous.”
u Soon after the first Hale stories appeared, the Wi
ton Times published a copy of a $300,000 check from
to McDougal that was in Brown's files. .
# The Washington Times also reported that Hillary
ham Clinton, in a 1988 letter, had asked McDougal fox
power of attormey over Whitewater matters. More tipg'
two dozen news organizations later cited this letter, often
umdmthatﬂn{:hntmswmmﬂmmpam
investors in the ill-fated land deal. According to Liebet-
man’s piece, ﬂnHﬂaqutmhmmmCmsUn{
ed files as Extubit K-1.
l&umudumwdmpwsdnpedmnnn&
tions between Susan McDougal's husband, James, abgt
Sheffield Nelson, Clinton's 1990 gubernatonial
which McDougal challenged the president’s amtm.
Whitewater. Newsweek was the first to publish excerpts
from the tapes, which were later released by Rep. Ji;
Leach (R-lowa), a leading GOP critic on Whitewater. i
“We became a receptacle for information, and a lot 68
pmlahs:sfmmdﬁaeyomﬁdge!n]mp—mmmdmg
this story by sitting down with us,” Brown said. “We briefed .
mabmtevery'bodv We'vemetmt!mﬂatm‘lmmm
jor news organization, sometimes multiple reporters s
Brown's fund-raising letter says he has also providedQ
Whitewater brefings for key members of Congress. =
Citizens United has been visible in other ways. l:i,lauu-t
w‘ﬂznumatﬂawnemmedﬂmmNBCmﬂd:
Bossie, the group’s investigator, had been seen together Ina
FmevﬂewlﬂeNBCwaspwmgmnmuig
Beverly Bassett Schaffer, a former Arkansas securitigs”
COMMISSIONET. -
NBCsSdmwduntBossie‘bdnuset&ntm
He had nothing to do with it, I was just on the way wmfgn
getmmmnumnma:heperhapslumuzhout.-

-?:
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r
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¢ nions A
windup |
break from
Whitewater

Tre AssoCualed Press

CHARLOTTE, N.C. -
Scrunched over in his skybox, chin
in hand, President Clinton cheered
his beloved Arkansas Razorbacks to
victory in the NCAA basketball
semifinals as he wrapped up a nine-
day vacation yesterday.

No sooner does he make it back
to the White House than Clinton
launches a travel schedule that will
take him to six states in five days.

If it seems like Clinton doesn't
want to be in Washington,
Whitewater is probably the reason.

He left Washington on March 25
for Dallas, where he played best
man at his brother Roger's wedding
and watched Arkansas defeat Mich-
igan in the NCAA's Midwest region-
al basketball final.

He spent three days in Dallas
and a week in Southern California
before flying to Charlotte for the
Final Four faceoff between Arkan-
sas and Arizona.

Considerably less demonstrative
than in earlier games, Clinton ner-
vously clenched his fists during
tense plays and pmvtded running
Lummenmry to his mumt.es.

Sharing thg \
with him \wre‘!-r ol.L ch.ief
executive officer of NationsBank;
Barlow Herget, an old friend of the
president from North Carolina; and
Harvey Gantt, onetime Democratic
ch%ilmger of Sen. Jesse Helms, R-
N.C.

First lady Hillary Rodham Clin-
ton and 14-year-old daughter Chel-
sea watched from an adjoining sky-
box.

The president’'s week at a bor-
rowed beachfront mansion in quiet,
affluent Coronado, Calif., featured
lots of golf, frequent beachfront
jogs, a trip to San Diego's Wild
Animal Park, a couple of bike rides
and a family lunch at a Mexican
cafe.

Conspicuously missing was the
one topic on many minds back
home in Washington. After an ini-
tial flurry of questions last weekend
about the status of senior aide
George Stephanopoulos, and the
very occasional “Impeach Clinton”
signs spotted in crowds in Califor-
nia, Whitewater was a no-show.

Clinton, returning last night to
the White House, planned a brief
break for Easter and the traditional
Monday morning Easter egg roll on
the White House lawn before hit-

ing the road again,

'omorrow is sports day: He'll
open the baseball season in Cleve-
land and possibly continue to Char-
lotte, N.C., for the NCAA finals.

Most of the week, however, is Tha Assditated P
part of an administration-wide blitz  pyrogigent and Hilary Rodham Ciinton, with their daughter, Chelsea, arrive at sirport in Charlotte, N.C.
ek ety wnege yesterday 10 root for the Arkansas Razorbacks in the Final Four basketball semifinal against Arizona.

Rothesier — Demowadt + wonieles
4]5/34

S L S R e A e 8 i e i e et
St ——




11 e 1Tuss over Whitewater

Questions about President and Hillary Rodham Clinton's
over the president’s agenda. Questions have aiso been
raised over whether Clinton's staff tried to interfere with a
federal investigation of Whitewater.
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From the folks who brought you Willie Horton, here’s Whitewater
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Che China fiasco:
lust one piece of a
oreign-policy mess
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Whitewater puts the '80s on trial

ASHINGTON—A funny

in the middle of the scandal known as
Whitewater. Somehow it became
transformed into a day of reckoning for
the "Bs.

roes off &
En_mgmwwmm ‘

tions.
linton has acknowledged privately that
nvu:gl:‘himol’!uuunwmdemnuthe |
1 thing" he wanis to do. So the administration
~ying disereetly to appease Beijing with
ises that things will @et easier.

Ve have told the Chinese, “Get us over the

utive order, and we'll consider all sorts of
matives,™ an anonymeous. senior official |
sitted. The Chinese rulers must be saying of the
ericans what was once said of the Germans:

v'Te either at your feet or at your throat.
infon, potes China scholar Arthur Waldron of
niversity, has given himself a choboe:
& down or lie. He can remounce his own policy
e face of Beijing's deflance, or he can pretend
made enough on human rights to
nit the extension of trade privileges. Either |

wcized the North American Free |
wotment during the campalign. he let it languish
manths finally deciding to fight for

fication. He attacked his predecessor's policy

as unconscionable. anly to

ey Partis that as a te, he seized any
= on which ked bie—never
ping to consider thal Bush's policy might be
best of the options available. is that

w43, now looks like a congenital defect. Elther
it's turning his foreign policy into a joke.

yptograph

etter 0 the falltwifg Juotation stands for anotn

| COnseqUences.
{inton's diplomatic amateurtsm, which once
id e as a phase in the learning

for Arkansasbased Tyson Foods Inc, the nation’s
biggest poultry company.
Mow all this pocurred in the 1970s, before her

president. there's nothing illegal about the
ithes or getting i
from & connected (o the company. unless the

Two-plus-two may not equal five, but in the
A scken

FAVE AN eNOTmous
service work. helping children and helping
education. ..."

Clarence Page

o do whatever with the (ndictment that | made
about the excesses of the "30s,” he said.

With that, Bill Clinton seemad to revert o a
mmmmummwm..

80, they wouldn't be alone.
1 found it rather poignant that President Clinton
Mlmmpelzdlnhis ress conference lo paint a new
i i

It was necessary. | suppose, because Mrs. Clinton
has been cartcatured more than any other powerful

woman since Marie Antoinette. One day, she is Joan

of Arc, the next she is Lucretia The next day
she s Dally the next she s Lizzie Borden
Then she's Elsanar ‘Then she’s Nancy

tax policies benefitted the rich. President Clint
first budgets shifted the tax burden toward the rich
and away from the middle income brackets.
Reagan's social policy trimmed government
action. Clinton supports more government action on
health care, job retraining and other programs to
workers feel more secure in an era of greal

f

economle change.

Lave it or hate it Clinton has a track record of
th the

progrims
about it and he dares not ket his critics redefine the
terms of the 3

The enemy of Bill and Hillary Rodham Clinton ks
not profit. but greed. They need to stale thal
standard clearly

“The fact that we made investments . has nothing  Then, they need to Live up to it

Battling the stereotypes of the ‘Big C’

By Eve Glicksman

“ve been watching the frenzy unfold since
Philadelphia Phillies first baseman John Hruk
announced he had lesticular cancer,

At first | found it refreshing that Kruk, of
World Series fame, was 50 open about his

SUrgery 8
Within days. though, he was throwing & bat al
unrelenting news media, and | wished for his sake
Fhat e had nob been < o

alternative?

More annoying than those who marvel how well
you're taking all this are people who point out how
h:ckyyonmmlnv—amfuymnhnmd
cancer. Neither Kruk nor [ was lucky fo suffer a
serious [pess and its afler-effects 50 young, yet
others expect us to be more grateful than they are
for being healthy.

Another sentimental stereatype is that those who
Bave suffeeed cancer are nobler and wiser I8 soumds

%mﬁd Tibne

that distribu

Just-say-no i
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Whitewater rush L’awm"akers find

"s stilled here

HOME from page 1A

story, said a small number of his
callers follow Whitewater on a blow-
by-blow basis, though he says inter-
est is growing.

Why hasn't Whitewater caught
on here?

Perhaps it’s the media's fault.
Moynihan, for example, is still tick-
led by a Buffalo television reporter
who asked him several weeks ago his
opinion about the “Wastewater” in-
vestigation.

But a more likely explanation,
some say, is that Whitewater is a
complex matter that hasn't touched
voters as directly as issues such as
health care, jobs and gun control.

“My initial reaction is that unlike
the Washington press corps and the
Republican minority, people out in
the districts are aware there are
more serious issues facing them,”

College

Elizabeth Cloy, for example,
sh up at the Orleans County
meeting to talk to Moynihan and
Rep. John J. LaFalce, D-Tonawan-
da, Erie County, about her 31-year-
old husband, Kevin, who has multi-
ple sclerosis.

He qualifies for Medicare, the
| th care insurance program for
people 65 and over and the disabled,
but it won’t cover the cost of a
promising but expensive new drug
he needs. °

at the Orleans County meeting was
gun control. Some gun owners chal-

Moynihan's support for
higher taxes on ammunition as a
1 18 to curtail the use of hand-

Only one guestioner even men-
tioned the word “Whitewater,” and
then it was to ask whether Washing-
ton was focusing on key concerns
such as jobs and taxes.

“I've received maybe a dozen let-
ters about it over the past six
months,” LaFalce said of
Whitewater. “Of course it's a con-
cern in large part because it gets so
much attention (in Washington).”

Rep. Louise M. Slaughter, D-
Fairport, was also making the
rounds this week in her district
which includes about two-thirds of
Monroe County. She said she's re-

ceived  little feedback
Whitewater since returning.
“Not a living soul has talked to

on

me (about it),” Slaughter said after *
ing her v for re-!
election this week at the former:

anng {id

Sibley’s department store down-
town. “We keep track of the calls
and I think there's been one person
who called the federal building
about it. I'm still hearing a lot of
concern about health care and
guns.” Slaughter’s office is in the
federal building.

thnee

To this point, at least, for those &

concerned about Whitewater, it’

doesn’t seem to have changed their
opinions about the president —
good or bad.

“1 think it's a bunch of crap,”
said Rogers R. Rafter, a student at
Monroe Community  College's

downtown branch who happened ..

upon Slaughter’s announcement
and told the congresswoman to sug-
gest that her GOP colleagues “'shut
e

p.

] think maybe he could get some
better friends, but I think Bill and
Hillary are doing a great job,” said
Rafter, a Democrat who lives in
Henrietta.

But Wayne Wood, a Republican

from Gaines, Orleans County, where . ;
he is a chef, said he's troubled by _

what he knows of Whitewater.

“I'm not as concerned about the
land deal itself as I am why Clinton .

has been so reluctant to release in- .

formation,” Wood said. “If it was a
bad land deal, just say it.”

Wood, though, said Whitewater
doesn't change his opinion about,

Clinton.

“T never liked him" he said. -
“This only adds to my distrust” -.
Bowers points out that constitu- -

ents wouldn't necessarily talk to
their representatives
Whitewater because there is not yet
a link between the two.

And Kinnicutt said given more
time and new developments to help
the public understand a complex

issue, Whitewater could take a more ,

about .

prominent role in people’s minds. .
] think momentum is picking -

up, especially since some Democrats
have come on

board to say ‘We

ought to look at this,' " said Kinni- .

cutt, a former aide to Republican

U.S. Sen. Alfonse M. D’Amato, one -
of Clinton's most outspoken critics . -
on Whitewater. “We've gone three . .
weeks and there has hardly been a -
day when there hasn't been a new ..

development.” Q
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Whitewater taps
less interest here

Voter focus more
health, crime, jobs

By Blair Claflin

_the Easter break don't seem to be
getting an earful about Whitewater.
“Maybe it's all inside the Belt-
way,” Sen. Daniel Patrick Moyni-
han, D-N.Y., said this week after the

in Albion.

As he was speaking, New York's
senior senator was clutching the
new issue of Time magazine with a
forlorn-looking President Clinton
and senior adviser George Stephan-
opoulos on the cover.

The magazine examines whether
Clinton aides, including Stephano-
poulos, tried to hinder the investiga-

CLINTON ELECTION PROBE 8A
LAWMAKERS BACK PACS 15A

l.ionhtatlnpmidem'aandt’mi
lady's involvement in the
Whitewater Development Co. and
the failed Madison Guaranty Sav-
ings and Loan.

ings

‘While the Washington ¢
corps is focusing on Whitewater, it
still seems to be a peripheral &
with Western New York voters.

The offices of the area’s mem-
bers of Congress — including Re-
publicans Bill Paxon, R-Ambherst,
Erie County, mg Amory Houghton

report

and letters, but nothing to suggest
it's a hot topic. Paxon's staff, how-
ever, reports Whitewater was a ma-
jor concern raised at a town meeting
the congressman held March 26 in

WHAM-AM (1180) radio talk
show host Jack Kinnicutt, who gives
his listeners regular updates on the

HOME on page A
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NOPE. CANT
DO A THNG
WITH HIM..

The art of scandal-mongering

The Republican Party has found the missing link
in the Whitewater affair, the one person whose here-
tofore undiscovered connection to President Clinton
“Wwill cause untold anguish at the White House. Offi-
cial White House denials will be in order, but the
GOP has the goods on the president this time.

. They've linked Bill Clinton to Spiro Agnew.
~"It's right there in a publication called “Reality
Check,” put out by the Senate Republican Policy
Committee. There is an “uncanny resemblance,” the
committee reports, between Clinton’s Whitewater
. problems and the scandal that toppled a vice presi-
ncy. (In brief, lowly paid governor from small state
moves to big time, but gets trapped by shady
financial dealings back home.)

. “The similarities between Agnew’s and Clinton’s ex-
-periences underscore the potential seriousness of
_AWhitewater, and why a growing number of Ameri-

cans are telling pollsters that it is a matter worth
investigating,” the committee breathlessly concludes.

Oh, please.

There is potential seriousness in Whitewater. It
might well be that the president engaged in, at the
‘teast, unethical financial activities in Arkansas. The
public ought to know what happened.

There is a lot of political potential in Whitewater,
“too. The Republican Party would like to keep the
tloud over the presidency at least through the No-
vember mid-term elections, when one-third of the
Senate and the entire House is up.

_ But there’s a thin line between honest political com-

petition and the degrading Washington game of go-
for-the-jugular politics played at every opportunity.

When the line is crossed, it chafes at whatever pub-
lic confidence remains in the political system, Some-
times the results are laughable, such as the Republi-
can attempt to link Agnew and Clinton. Agnew was,
after all, a Republican. His resignation and guilty
plea to tax evasion were a preamble to the biggest
White House scandal of them all, Watergate. One
would think the Republicans would just as soon
avoid dredging up such memories.

Sometimes the line is crossed in such cynical man-
ner as to beg public disgust. How could Republican
Sen. Alfonse D'Amato—whose own ethical lapses led
to a rebuke by the Senate Ethics Committee, whose
brother was convicted of mail fraud for secretly ac-
cepting $120,000 to lobby him—have the audacity to
lead the charge for Senate hearings on Whitewater?

For that matter, shouldn't Democratic Senators
Dennis DeConcini and Don Riegle be chastened
enough by their involvement in the “Keating Five”
episode to lie low on matters of ethics? No, for a time
they led the opposition to Whitewater

Since Watergate, the stakes have been ratcheted up
so high in politics.that every sign of vulnerability is
cause to pounce. But many political figures fail to see
the consequences. Their actions might erode public
confidence in the opposition, but they don't build
confidence in themselves. Indeed, in Whitewater, the
public sees a bunch of tarnished, little, dented pots
piping up that the kettle is black.
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nation's business.
Both Clinton and the While

“Ha's in shape,” Clinton
said, giving a thumbs-up sign
whille on & jog.
1 was the president’s Mrst state-
i >

me
since weekend news reporis
linked the adviser o

mkghl when |
waa gotting less than full support.
Iir's not troe”

Clinton’s ex-broker

ubled past in markets
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and the Commodily Futures
ading Commission for wide
industry -
mﬂ” them in 170
and TH, about the time was
managing Hillary Clinton's fu-
fures trading account, sccording
o ndustry mosrds.
Nothing in e reconds indicaies
she did anything lmproper or was

o8l In an account to keeping slop
py books 1o violating trading
margin LremeL

position sizes in 1978 and

™.
The First Lady's venturs into
the risky business I;;ul‘ﬂlurn
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ago by The New York Times,
naserted (hat she
Bone o ] ing
acrrmt i Ovtober 1970 largety o

On Sunday an rewrsh
fer, Becurities Week, reported that
Bone faced ted with

it was not revealed how

of reourd.
entry procedures,

markel, which

ommodities are highly

volatile, speculative in-
vestments. According to studies
by the commission, players in
those markets come oul ahead |ves
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Good grades for Radio and TV Marti

been going on pretty much since the services
beaming their programs towards Cuba,
shortwave ‘Radm Marti in 1985 p:;gm'm.wmmfmm
in 1990. Depending on your point of view,
the services are either an American ideological
assault, cooked up by Republican administrations
and catering to the interests of the Cuban American
National Foundation, or they are an invaluable source
of news and information for the Cuban people, who
are otherwise limited to the propaganda fare cooked
up for them by Fidel Castro’s state-controlled media.
In particular, Television Marti, which has been
jammed from day one by the Cuban authorities and
therefore forced to broadcast in the pre-dawn hours,
has been the subject of much criticism.

Most recently, during last fall's heated Senate
debate over the future of the US. government's inter-
national broadcasting services, Radio and TV Mart
took some hard knocks. The Cold War being over,
critics argued, why waste money on these services?
Why bother with Fidel Castro at all, in fact? Why not
stop the broadcasts, lift the U.S. embargo and wait
for the tide of trade and information to sweep Cuba’s
communist dictator into the dustbin of history?

As far as the embargo is concerned, it is far from
clear that lifting it would do Cubans any good —with
the exception of the communist elite and military. As
regards the broadcasts, some answers to the ques-
tions of their utility were recently provided by a Con-
gressional Review Panel established last year. Its
conclusions regarding Radio and Television Marti,
reached over several months of research and inter-
views, ought to have a significant impact on the future
of the services. The panel was chaired by Peter
Straus, former Voice of American director under
President Carter, and it argues in its 300-page report
that “despite the obstacles, interference and short-
comings which have hampered both Radio and Tele-
vision Marti, the United States interest is served by
their continuing to air”

Radio Marti's 24-hour-a-day broadcasts reach an
estimated 70 percent of Cuba's listening audience. In
a nod to critics who accuse right-leaning Cuban-
American groups of undue influence on the contents,
the panel notes that progress has been made in

The fight over Radio and Television Marti has

terms of standards of reportorial objectivity, while
maintaining that there is still room for improvement.
Nonetheless, Radio Marti “provides competent
of important information not otherwise
available to the Cuban people.”

As far as Television Marti is concerned, the panel
writes that since it continues to be jammed by the
Cuban government, its cost effectiveness cannot be

judged by the usual standards. “It is clear, nonethe-
less, that the Cuban people have an ardent desire and
a genuine need to receive the programming pro-
duced by TV Marti,” the report finds. Itfurther
argues that “the easiest course would be simply to
discontinue funding TV Marti. However, abolishing
it would not only give Fidel Castro a cheap and use-
ful propaganda victory and bolster voices claiming
that the United States has lost its will, it would also
send a message to the Cuban people that this coun-
try is not prepared to make every reasonable effort
so that the people of this hemisphere enjoy basic
human rights.”

The panel’s recommendations come two months
after the announcements of a new head of the ser-
vices, which has been a boost to morale. Further-
more, funding for the services is reasonably secure
after last year's budget battle. In October, the Appro-
priations conference committee on Commerce, State
and Justice agreed to give Radio Marti $14 million
and TV Marti $7 million. Mindful of the arguments
of the budget-cutters in Congress, however, the
review panel pointed out potential savings of $6 mil-
lion to $10 million over the next five years, as well as
possible technical improvements, such as convert-
ing Television Marti from VHF to UHF broadcast-
ing, which is more difficult to jam.

Director Duffey of the United States Infor-
mation Agency, of which Radio and Television Marti
are a part, is scheduled to present his analysis of the
effectiveness of international radio to Congress come
July. His analysis will in part be based on this pan-
el’s recommendations, and they will merit serious
consideration. At a time when the Castro regime,
under growing economic pressure, is tightening its
hold on the dissemination of information, keeping
US. broadcasts going will help the Cuban people pre-
pare for the day when he is gone for good.

The balsamic vinegar generation

paper Editors here in Washington reminded

us, there is nothing the nation's press corps
likes better than a whipping with a wet noddle. The
backlash and the soul-searching over Whitewater has
set in. On Wednesday, President Clinton challenged
the gathering over lunch to remember exactly what
were they doing 10, 15, 17 years ago and repeated
his preferred refrain of the ballad of Whitewater that
“I have done everything I know to do” to answer all
these unreasonable questions. The assembly hung
their heads and looked down at their plates.

A speech given on Tuesday night at the dinner
given by the Radio and Television Correspondents
Association by Friend — or at least Fan — Of Bill,
Garrison Keillor, that droll and homespun prairie
sage, is quickly gaining renown in journalistic cir-
cles for much the same reason. Mr. Clinton in fact
brought it up repeatedly during his colloquy with the
editors, and he would like to make it required read-
ing for every Washington journalist.

'I'he main drift uf Mr. Keillor’s argument was that

the “yuppie swine,” meaning presumably the Wash-
ington press corps, the political establishment and
anyone else interested in Whitewater, ought to do
some soul-searching before they attack the president.
The priorities of this pampered, whining baby-boom
generation are all wrong.

“My generation strikes me as self-absorbed. You

ﬁs the meeting of the American Society of News-

hear them in the grocery store deliberating the bal-
samic vinegar and the olive oils, the cold-water
pressed olive oil vs. the warm-expressed olive oil, and
you think, ‘These people probably subscribe to an
olive oil magazine, called “New Dimension,” people
Mﬂltmmuchmoneyendveryhtﬂec}m‘acterpeo-
ple who are all sensibility and no sense, all nostalgia
and no history, the people my aunt Eleanor used to
call *a $10 haircut on a 59-cent head”’ . . . White-
water is their kind of scandal. It’s carbonated, and it’s
less about what's real than it is about perceptions.”

Well, there at least some truth to Mr. Keillor’s gen-
eral indictment of his generation here. Even a blind
chicken will find a kernel of truth now and then. The
problem is that he goes on to contrast Bill Clinton
with the rest of the balsamic vinegar generation. Bal-
samic vinegar is probably not the president’s thing,
but the man with the $200 haircut certainly fits the
rest of the description — the man who smoked pot,
but didn't inhale, dodged the draft, sneaked around
Arkansas in government cars cheating on his wife,
and now gets teary-eyed at the drop of a hat and eter-
nally feels everybody’s pain.

That'’s what the editors and the reporters who
cover the president see. Trying hard as they may to
believe in the man, when they look at Bill Clinton,
they too often recognize their own weaknesses.
Maybe that's why Mr. Clinton has such a hard time
getting a little respect.

sy Ho6! K1 TV AVANOW

sann ueyBufovg,

103



Whitewater’s big net
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Lenders across state subpoenaed
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THOMAS DIBACCO

nd prizes

he tragedy of U.S. fighter

jets downing two Amer-

ican Blackhawk helicop-

ters in Northern Iraq last

' Thursday is more than the loss of

26 lives — 15 of whom were Amer-

ican. It is that the incident could

raise a full-press congressional

debate on the necessity of Amer-

ican participation in peacekeeping

operations, especially in Iraq,

where the Gulf war, according to

American public opinion, was sup-

posed to have come to an end in
1991.

Most Americans won't recall
that -the United Nations peace-
keeping mission in Iraq arose in
1991 to protect the minority Kurds
from hostile actions from Saddam
Hussein. But they are likely to rec-
ognize thay when Americans sol-
diers get killed — 2specially by
friendly fire - it may be time to
quit the mission. That was the pub-
lic reaction in Octobes 1993, after
18 Americans were killed in the
humanitarian mission in Somalia
— and not surprisingly, the last
American troops left that African
nation‘last month.

Yet, when one considers the al-
ternatives — namely, very limited
American presence abroad or the
United States as the policeman of
the world — the strategy of joint
peacekeeping missions a rs
wise. For it commits the United
Nations to the multinational objec-
tives that the organization was de-

signed to fulfill, and it gives the Pea

United States the opportunity to be
a partner, as opposed to the sole
proprietor of the economic and
military store.

Still, the Clinton administration

To be sure, the
best foresight is
* hindsight.

merits criticism on the handling of
the Iragi disaster. Throughout
Thursday, too many briefings and
responses — from the White
House to the Pentagon to the State
Department — were provided,
without adequate preparation
from spokesmen. Defense Secre-
tary William Perry’s statement
that he took full responsibility for
the matter was courageous but
scarcely prudent until a full inves-
tigation is concluded. Rather than
ing in separate voices, Pres-
t Clinton, Mr. Perry, and Gen.
John Shalikashvili, the Joint
Chiefs chairman, should have met,
coordinated the information from
the scene, and conducted a news
conference that would have put to
rest some of the questions about
the procedures, computers and
weaponry employed in hostile
areas.

Even if that brainstorming
meant a delay in meeting with the
media until late Thursday or early
Friday, it would have been better
than the scene of Perry and
Shalikashvili, according to the As-
sociated Press, appearing “shaken
by the event, the secretary .
somewhat pale and the seneral
red-faced and rough-voiced.” And
Mr. Clinton’s expression of “terri-
ble sorrow” over the tragedy was
scarcely choice words for the
Rhodes Scholar he once was.

The point is that the Clinton ad-
ministration was caught off guard
by Thursday's events, with revela-
tions about the disaster dribbling
out in an ad hoc fashion. For a man
who worked so well and hard to
release a mandate for change that
defeated an incumbent president,
the president has done poorly in
administering release of informa-
tion from his administration. For
every smoothly-run prime-time
news conference, as he illustrated
on March 24, there are too many
examples of foot-in-mouth disease
overcoming officials, as, for exam-
ple, the on-again, off-again con-
flicting policy statements with re-
spect to Bosnia over the last
several months.

The best spokesman that the
men( has on foreign affairs is

n Christopher. The quiet,
but articulate secretary of state, a
veteran federal administrator, is
one of the defenders of joint
cekeeping. But his job may
well be complicated in the near fu-
ture not so much by disagreeable
foreign nations as by cantanker-
ous congressional hard-liners,
who will wax nostalgic on the
benefits of a return to a Cold War
military build-up rather than
peacekeeping. Much of Mr. Chris-
topher’s time could be devoted to
keeping the peace among critics at
home because the Clinton admin-
istration didn't get its act together
on briefing the public on the var-
ious details of the mistaken shoot-
ings.

To be sure, the best foresight is
hindsight, and tragedies such as
Thursday’s are disarming to even
the best-prepared federal offi-
cials. All the more reason to pause,
coordinate and articulately pre-
sent to the American public a dis-
passionate and intelligent re-
sponse and briefing.

Thomas V. DiBacco is a histo-
rian at the American University.

‘Certain
ends’ and
peculiar
means

minists are unusually silent

about Hillary Rodham Clin-

ton's explanations of her spec-
tacularly successful commodities
mal_:ket trading. (What can they
say?)

Many women took understand-
able pride in her remarkable suc-
cess in taking a
little reading of
the Wall Street
Journal and a lit-

women
must have smart-
ed at her expla-
nation for quit-
ting when she
was so far ahead.

She led us to
~—__ understand that
the commodities market was too
nerve-wracking, and a mother to
be couldn't (or shouldn’t) take
such stress. Fair enough. Lots of
women cut back on stress when
they become mothers, if they can.
But that's not a feminist excuse,
leaning as it does, on Freud's idea
that “anatomy is destiny” Nor is it
feminist dogma that women can't
do the heavy financial lifting men
can.

The excuse actually humanizes
Hillary, suggesting a softer mater-
nal side of her nature that she usu-
ally hasn't let us see. But now we
hear that she either used the mater-
nal excuse cynically or stretched
the truth for some other reason.
She didn't quit the market to have a
baby, after all, but continued to
invest in it until three months after
Chelsea was born. She didn's make
$100,000 by her own wits; most of
her trades were Flaced by James
Blair, the lawyer for Tyson's Foods,
a company that polluted pristine
waters not so white in the Arkansas
Ozarks, and won lenient enforce-
ment of state environmental laws
while Bill was the governor.

| N T 4 et

on is

syndicated. Her column appears
here Monday and Thursday.

One of Hillary's commodities
accounts, which the White House
initially said lost money, actually
turned a profit of more than $6,000.
This is the account that cost the first
lady a bundle in back taxes. Such
forgetfulness is costly and suggests
caution in relying on Hillary's judg-
ment to invent new kinds of gov-
ernment health care

The first lady’s mmwthg
patterns sound a lot like the first
man’s, ing that Bill's flaws
are either contagious or appeal to
the flattery of imitation. Like Bill,
Hillary forgets dramatic incidents
in her life, hides behind a con-
trived atable public defense,
and suddenly (') remembers the
evidence differently as records
long-suppressed continue to drib-
ble out.

She was first a “passive investor”
in Whitewater. A letter from
Hillary, for power of attor-
ney, cast doubt on passivity. The
president finally remembered that
Hillary worked actively on closing
the Whitewater account. The Clin-
tons say they lost money on White-
water, but congressional critics
insist there’s proof they enjoyed a
financial gain. Will they soon
remember that, too?

Most of us expect profe onal
politicians to have faulty memo-
ries. (Richard Nixon forgot he was
a crook.) But is there anything a
mother is more likely to remember
than events surroun the birth
of her first child, made all the more
secure because Mommy had
recently made a cool hundred

rand on a $1,000 investment?
gefore going into labor, Hillary was
comforted to know her baby could
count on going to a good college of
her choice. This was the security
most ts dream of.
We've actually learned little
more about the first lady than what
we knew during the '92 campaign.
The reporters, especially the ferni-
nists among them, prefer to hold
Hillary up as a new kind of “role
model” rather than see her as a
complex object of tough reporting,
a woman who may even have a dark
side. She grants magazine and
newspaper interviews with strict

limits imposed, and only to those |

she can count on to lob soft balls to
the plate. Her friends hardly bur-
nish her reputation by dismissing
her critics as mere men afraid of

nfwmen,
“Of all the people I've ever |

worked with in my Life, she’s better
at org

from a comp
mnmdﬂnnmybodyl'wmrmﬂ
in my life” the president told

reporters when he appointed his |
wife 1o head the health care task |

He may be right about that, but |
it may not be the “certain end” he |

had in mind.

Cls
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Whitewater hearings

Congressional hearings into
Whitewater are off until June,
maybe later, reported Scripps
Howard News Service.

Senate Republicans concede
they've given up on Senate Minor-
ity Leader Bob Dole'’s demand for

rings by May 1, the news ser-
vice added.

Democratic leaders are delay-
ing until special counsel Robert
Fiske winds up an investigation
into contacts between White
House officials and federal S&L

“I think [Mr. Fiske] may in the
r future have concluded his

| mvesuaal:m into the so-called

“Washington' aspect of White-
water, and at that time we will
talk with him . .. about the pos-
sibility of hearings,” says House
Speaker Thomas S. Foley.

The format of the Democratic-
controlled hearings is likely to be
intentionally dull, focusing on

. the inside-the-Beltway aspects of
| Whitewater and excluding the
| cast of Arkansas characters.

Democrats will delay even
longer the much more volatile
Arkansas-related issues of White-
water, which are expected to be
much more time-consuming for
Mr. Fiske to resolve, Scripps
Howard News Service added.

Gergen redux

Jeff Eller, deputy White House
communications director, said
counselor David Gergen has
talked with Duke University
about a faculty position and con-
firmed a report that Mr. Gergen
plans to leave the White House
after Congress adjourns this fall.

“I understand the contact was
made by Duke,” Mr. Eller said
yesterday. “It is not something
that David Gergen initiated” He
added that he did not know if Mr.
Gergen had accepted a position
with the North Carolina school.

Mr. Gergen said in a radio in-
terview last week, however, that
he had no plans to leave his post
and would stay for “a long time"
adding it would be “unethical” to
negotiate a new job while he was
working in the White House.

Sasser omerges

Sen. Jim Sasser of Tennessee is
the preferred candidate of some
Senate Southerners and senior
members to replace Sen. George
Mitchell of Maine as Senate ma-
Jority leader.

The Wall Street Journal re-
ported that these lawmakers be-
lieve that Sen. Tom Daschle of
South Dakota, the only declared
candidate, is moving too fast. He
was elected to the Senate i1 1986

In Alaska, Lt. Gov. Jack Coghill
declared for governor as the can-
didate of the Alaskan Indepen-
dence Party. He and Gov. Walter
J. Hickel were elected in 1990 as
candidates of the party. Mr. Hick-
el has rejoined the GOP and has
not announced his plans.

Democratic state Sen. Michael
Barrett said he wants to run
against GOP Gov. William Weld
of Massachusetts. Other Demo-
crats in the race: state Rep. Mark
Roosevelt and former state Sen.
George Bachrach.

Travelgate reprieve?

The General Accounting Office
has concluded that White House
officials did not break any laws
when they fired seven longtime
workers in the travel office last
year and replaced them with a
team headed by a distant Clinton
cousin and campaign worker, said
U.S. News & World Report.

But sources familiar with the
report, due out later this month,
say it also chides the officials for
permitting campaign workers,
who stood to gain from the fir-
ings, to evaluate the competence
and integrity of the office, U.S.
News added in its Washington
Whispers column.

Greek drama

GOP Rep. Michael Huffington,
who is challenging Democratic
Sen. Dianne Feinstein of Califor-
nia, made his commitment to the
race after a brief stay in a Greek
Orthodox monastery in Greece,
the Los Angeles Times reported.

In its profile of the former oil-
man, the Times said he entered
the monastery during a Greek
vacation with his wife, Arianne
Stassinopoulos, a Greek native
and best-selling biographer, and
their two daughters.

For three days last year, he was
“praying and just looking over
the sea and spending time with

the monks,” Mr. Huffington told
the Times. “Psychologically, I
was ready to go after I came off
Mount Athos”

The White House help

Noting the Clintons' problems
with White House staff, Maureen
Dowd of the New York Times
asked: “Why is a 47-year-old vet-
eran of the '60s social upheaval,
who rode to victory on a bus and
a promise of a middle-class tax
cut, having such problems with
the little people?”

“In the end, Clinmn‘;:‘l:tl:u
people problem is not political or
cultural”* Miss Dowd concluded.
“It's personal. The president con-
ducts his life expecting others to
clean up after him. And that is a
question of grace."

Indictment

Former Rep. Cornelius E. Gal-
lagher, 73, a New Jersey Demo-
crat who resigned in disgrace
two decades ago, was indicted re-
cently on charges he submitted
false loan applications and
evaded taxes on the sale of a villa
in the Dominican Republic.

Mr. Gallagher, a Democrat who
left Congress in 1973 after

leading guilty to tax evasion,
?mes nine federal counts. His for-
mer secretary and former son-in-
law were also charged. Prosecu-
tors said all were expected to
surrender when they are ar-
raigned, probably within two
weeks. ) .

The House ethics committee in
1978 concluded that Mr. Galla-
gher was among lawmakers
given cash gifts by Korean busi-
nessman Tongsun Park and that
he helped Mr. Park regain his job
as a broker of U.S. rice sales to
Korea.

Before leaving Washington, Mr.
Gallagher gave an emotional
speech on the House floor
claiming that the FBI sought to
blackmail him.

Reached last week by the Asso-

ciated Press, Mr. Gallagher's wil
said her husband was abroad.
“He's been through this before.
It's gone on for a long, long time.
she said. :

High roller
Louisiana's Democratic Gov.
Edwin Edwards won $308,000 at

the gaming tables last year, ac-
cording to his 1993 federal in-
come tax return released last
week. The governor's salary is
by law at §73,440, although Mr.
Edwards drew only $64,995 of
that last year, the return showed.
An ardent supporter of legal-
ized gaming in Louisiana as the
answer to the state’s fiscal woes,
Mr. Edwards periodically holds
high-stakes poker games at the
governor's mansion and plays at
Las Vegas casinos. He releases
his tax returns annually to fulfill
a campaign promise. His income
from gambling was $126,000
higher in 1993 than in 1992.

Famlly affair

Richard O'Hara, 77, is giving
his son few tips on how to run for
election. They're both trying w0
unseat Sen. Trent Lott, Missis-
sippi Republican.

No hard feelings, said the As-
sociated Press. They announced
their candidacies last week at a
joint news conference. “Competi-
tion is what makes the world go
around,” said the father, a Repub-
lican. .

“He's a fine man. I'm going to *
do my best to beat him," said his .
son, Sean, a Democrat and 36- 2
year-old Southern Baptist evan-
gelist who has run unsuccess-
fully for office before. “We've
already said we're going to re-
main best friends.”

Ohlo women closing

With the Ohio primaries some
two weeks away, two women un-
derdogs are beginning to close on
better-known men in the contests
for party nominations to seek
the seat being vacated by retiring
Sen. Howard Metzenbaum,

Roll Call reported that recent
polling shows that Dr. Bernadine *
Healy, former director of the Na-
tional Institutes of Health, is 12
points behind Lt. Gov. Mike
DeWine in the race for the Re-
publican nomination.

In the Democratic race, Mary
Boyle, a county commissioner, is
10 points behind legal entrepre-
neur Joel Hyatt, Mr. Metzen-
baum's son-in-law. Mr. Hyatt led
both Republicans in polling
matchups and is the favorite.

Since NAFl“mot all is smooth_z;long the border

By Finlay Lewis :

COPLEY NEWS SERVICE

The North American Free
Trade Agreement had just gone
into effect earlier this year, prom-
ising to level trade barriers be-
tween the United States and
Mexico, when a new obstacle ma-
terialized

American business men and
women suddenly found Mexican
customs agents demanding visas.
Compliance involved paying fees
ranging as high as $100 and coping
with cumbersome paperwork.

On the other side of the border,
Mexican business executives were
being charged $44 for business vi-

sas to enter the United States un-
der a fee schedule issued in Febru-
ary 1993.

Despite the best intentions on
the part of the leaders of the two
countries, it was shaping up as the
kind of glitch that could sour the
mood of free trade’s foot soldiers
— the salespeople and managers
who can breath life into a business
deal or cause it to stumble.

The two governments subse-
quently have come up with a plan
that should settle the business-
visa flap.

But complaints by American
truckers stacked up at border
crossings about labelling require-

ments and other instances of bu-
reaucratic red tape continue to il-
lustrate the difficulties of uniting
the United States, Mexico and
Canada in a free-trade zone un-
blemished by nontariff trade re-
strictions and monetary duties.

Mexico had long required com-
mercial visitors to have business
visas, but U.S. executives say the
requirement was hardly ever seri-
ously enforced until NAFTA went
into effect. Then Mexican author-
ities began insisting that business
representatives produce visas,
perhaps in retaliation for the US.
fee.

“If you were dressed casually,

MONDAY APRI 1% 100s O e Waahinatan Fimea

then you could go in as a tourist,”
said Toby Malichi, president of the
Indianapolis-based Malichi Diver-
sified Ltd., a trade agent active in
Mexico. “If you just happened to
have a suit on . . . they were i
people off and really questioning
them.”

For technicians and managers
in and out of Mexico several times
a week, the requirement was vir-
tually unworkable.

U.S. Ambassador Jim Jones and
officials of the Mexican govern-
ment have now worked out a recip
rocal arrangement eliminating
the fee for business visas and sim-
plifying the application hassle.

I



Fiske
homes in

on loan

Could provide
link to Clinton
s, A

LITTLE ROCK, Ark. — Inves-
tigators in the Whitewater-Mad-
ison affair have targeted an
$825,000 loan from Madison Guar-
anty Savings and Loan Association
as part of a suspected scheme to

guarantee a questionable govern-

ment-backed loan linked to Pres-
ident Clinton,

Madison, owned by longtime
Clinton business partner James B.
McDougal, approved the loan in
1986 for a partnership controlled
by ex-Little Rock municipal Judge
David L. Hale — at the same time
Hale was giving Mr. McDougal's
wife a $300,000 Small Business
Administration-guaranteed loan,
according to investigators.

The loan was deposited in an ac-
count at Madison. Later, $110,000
of it was transferred to the White-
water Development Corp.,a north-
ern Arkansas real estale venture
Jjointly owned by Mr. Clinton, Mr.
MeDougal and their wives, and
was used to purchase property.

Hale, who pleaded guilty last
month to two counts of fraud in a
case involving unrelated SBA-
approved loans, has agreed to
testify for Special Counsel Robert
B. Fiske Jr. in the Whitewater-
Madison probe. He has said Mr
Clinton and Mr. McDougal pres-
sured him for the SBA-backed loan
during meetings in February and
Msrchlws&

The loan to Mrs. McDougal was
made on April 3, 1986. Records
show the Madison loan to Hale was
first discussed in February 1986
and formally approved on March
3, 1986.

Investigators said if it can be
shown the $825,000 Madison loan
was intended to provide capital for
Hale's lending company to facili-
tate the SBA-backed loan to Susan
H. McDougal, it would go “a long
way" toward corroborating Hale's
claim that he was pressured for
the money.

“The purpose of the Madison
loan was quite obviously to pro-
vide working capital to Hale's
company,” said one federal investi-
gator who has reviewed Madison's
loan records. "It was a classic case
of replenishing the well, precisely
at a time the well needed to be

was repaid, and
both later became taxpayer debts
when Madison failed in 1989 at a
m to the government of $50 mil-

Mr. McDougal, who was re-
moved by federal banking reg-
ulators from his chai ip at
Madison in the summer of 1986
but remained as the owner, has de-
nied any wrongdoing. He has de-
scribed accusations by Hale that
he pressured the judge for
a loan as "ridiculous” and has told
reporters he never met with Hale

to discuss any loan to his wife.

Mrs. McDou has said she
does not recall the loan.

Mr:. Clinton has said he and his
wife did nothing wrong with re-
gard to Madison or Whitewater. He
said they were “passive investors”
in the Whitewater partnership and
had no knowledge or information
about Mr. McDougal's dealings

with the S&L. The president also
has said he did not “recall” any
meeting with Hale about an SBA-
backed loan for Mrs. McDougal.

Investigators said the $825,000
loan — to a Hale-controlled part-
nership c:lled Southern Foods
Inc. to fund property purchases —
appears 1o have been structured to
give Hale sufficient operating
wapital to convince SBA officials
that a lending company he owned,
Capital-Management Services
Inc., was solvent. ~_ - .

Capital-Managemem was li-
censed by the SBA in September
1978 as a specialized small-busi-
ness-investment firm, giving it
access to government-backed
loans for “disadvantaged small
businesses”

A solvency determination for
Capital-Management by the SBA
in 1986 enabled Hale to make the
SBA-backed loan to Mrs. Mc-
Dougal, investigators said. The
money was to be used for an adver-
tising firm wholly owned by Mrs.
McDougal and known as Master
Marketing Inc.

The government-guaranteed
loan to Mrs. McDougal came at a
time she and her husband were re-
porting assets of $3 million. In a
Jan. 27, 1986, financial statement,
the McDougals claimed stock as-
sets of $1.95 million, a home in Lit-
tle Rock valued at $400,000, “auto-
mobiles and personal property"
worth $70,00C and other partner-
ships and property.

At the time of the $825,000 loan,
records show Capital-Man-
agement had insufficient funds to
convince the SBA it should guar-
antee any additional loans by the
company. Records show the firm
was in need of an infusion®of cash
in order for the government to

make available about $1 million in

guaranteed loan revenue.

Hale, who has been unavailable
for comment since a plea agree-
ment he signed with Mr. Fiske last
month, told The Washington Times
earlier this year that because
Capital-Management had insuffi-
cient funds to make SBA-guar-
anteed loans, he and Mr. Mc-
Dougal worked out a loan agree-

ment to guarantee government
backing.

He said Mr. McDougal arranged
for the $825,000 loan through
Southern Foods, a Little Rock
company that Hale controlled.
However, details of this phase of
the loanarrangement are unclear.

The loan, ing to Hale,
later was routed to Capital-
Management, where it was listed
as cash-on-hand to de the
SBA 1 authorize additional loans.

“In 1986, the government had
begun to look very closely at Madi-
son, and it was not the best time
for the S&L to be making loans to
itself or its officers” an investiga-
tor who reviewed the S&L's loan
documents told The Washington
Times last week.

“This arrangement with South-
ern Foods certainly would have at-
tracted less attention than a loan
directly to Mrs. McDougal's com-
pany”

Mrs. McDougal was a board
member at Madison and also
served as secretary and treasurer.
While her husband controlled 65
percent of the S&L's outstanding
stock, she held 13 percent.

Hale said Mr. McDougal and Mr.
Clinton — both longtime friends
and political allies — told him they

cash to “clean up” finan-
cial problems at Madison.

The former judge said, in their
meetings, neither man mentioned
Whitewater, although Mr. Clinton,
who ordered that his name not ap-
pear on any documents, said he
could provide security for the
loans with property in the Arkan-
sas Ozarks, where the Whitewater
project was located.

Hale's attorney, Randy Cole-
man, said the loan to Mrs. Mc-
Dougal was made after Mr. Clin-
ton, Mr. McDougal and his client
decided she could qualify because
she was a woman. He said the de-
cision to use Mrs. McDougal was
an effort to “put the best face pos-
sible on the loan and avoid reg-
ulatory problems”

Mr. Fiske is looking into accusa-
tions' that Mr. McDougal, who
bought Madison in 1982, approved
fraudulent loans and diverted

2.
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ARKANSAS SHUFFLE?

Investigators are trying to determine whether an $825,000 loan from

Madison Guaranty Savings and Loan Association to Southern Foods

Inc., a company controlled by David L. Hale, was used as

a $300,000 government-guaranteed loan, part of which ended up
Whitewater Development Corp.
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money to Mr. Clinton's 1984 guber-
natorial campaign. He also is look-
ing into suspicions by the Res-
olution Trust Corp. that Mr
McDougal illegally diverted funds

Greg Groasch | The Washington Times
from Madison to Whitewater.

The RTC, which oversees failed
S&Ls, said Mr McDougal may
have routed depositor funds from
Madison using overdrawn ac-

counts and Madison-approved
loans.

Federal investigators have said
Hale may be the key to govern-
ment efforts to unravel the White
water-Madison financial web.
They said Hale agreed to cooper-
ate after concluding the Fiske
probe “was a complete investiga-
tion™

In court papers, Mr. Fiske de-
scribed Hale's assistance and
grand jury testimony as “a fun-
damental part” of the ongoing
Whitewater-Madison probe. His
cooperation is expected to earn
him a reduced sentence.

Documents describing the loan
to Mrs. McDougal were included
in those seized by the FBI during
a July 21 raid on Capital-Man-
agement.

In September 1993, Hale was ac-
cused by a federal grand jury in
Little Rock of defrauding the gov-
ernment in a similar but unrelated
loan scheme. In that case, to which
he pleaded guilty, Hale was
charged with borrowing $800,000
from a Louisiana businessman and
routing it to Capital-Management
to qualify for SBA-backed loans.
Once the SBA backing was as-
sured, the money was returned to
the lender.

Hale, who was appointed to the
bench in 1979 by Mr. Clinton, re-
signed after being charged.

The $825 000 loan to Hale is not
the first tizne Mr. McDougal and
the former judge have been in-
volved in loan transactions. Rec-
ords show Hale loaned hundreds
of thousands of dollars in SBA-
backed fundas to businesses and de-
velopments tied to Madison — sev-
eral involving Mr. Clinton’s friends
and associates. Most of the loans
were never repaid.

Five SBA-backed loans by Cap-
i-tal-Management totalling more
than $814,000 were among the rec-
ords taken during the FBI raid on
Hale's office. All of the loans were
authorized under government
guidelines guaranteeing they went
to individuals who could not “ob-
tain financiel and other assistance
available 1 the average entrepre-
neur.
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