bc whitewater-rose
(wap) (ATTN: National editors)
Judge Rejects Rose Law Firm Request
By Toni Locy= (c) 1994, The Washington Post=

A federal judge Thursday rejected a request by Hillary Rodham Clinton's
former law firm to transfer to Little Rock a case involving the firm's
resistance to a Resolution Trust Corp. subpoena for its client list from the
past 10 years.

U.S. District Judge Paul L. Friedman said lawyers for the Rose Law Firm
failed to convince him that the matter could only be resolved in the Arkansas
capital because key witnesses are located there. He also said he did not
accept arguments that the RTC investigation is politically motivated.

The judge said that just because Congress suggested that the RTC further
investigate the handling of the failed Madison Guaranty Savings & Loan, it
does not mean that political pressure was exerted. ~"That doesn't mean that
there is anybody in Congress who is running this investigation, controlling
this investigation or telling the RTC what it should or should not be doing,'!'
he said.

The Rose firm is the subject of at least five on-going investigations: two
by the RTC involving potential conflicts of interest and an audit of the
firm's expenses; two by the Federal Deposit Insurance Corp. into the same
issues; and one by an independent counsel into Madison. James B. McDougal, the
Clintons' partner in the Whitewater development in Arkansas, owned Madison
during the mid-1980s.

Friedman's decision means that the law firm and RTC will be back in court
here on Oct. 20 to argue whether the subpoena is too broad and burdensome and
whether the firm should have to honor it.

The RTC's inspector general wants the client list from Jan. 1, 1985, to
April 15, 1994, so investigators can determine whether the law firm had any
conflicts of interest when it represented the RTC in its handling of failed
savings and leoans during that time.

Houston lawyer Walter B. Stuart, who is representing the law firm, said it
cannot compile a client list. He said the firm does not keep a list on
computer and disposes of some old files that might be needed to make such a
list. He said there is ~“no button to push'' to retrieve such information.

Stuart will argue next month that providing such a list would violate the
attorney-client privilege, especially if the RTC investigators come back later
with more requests about specific services the law firm provided to those
clients.
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Huffington’s Plunge

Into Whitewater Depths

I take exception to your Aug. 17
one article about Rep. Michael Huffington.
During our Whitewater hearings, Lloyd
Cutler was there to lend his good name to
a shaky White House, and give a clean eth-
ical bill of health to 40 or more White
House-Treasury-RTC contacts on Madison

Guaranty.

Mr. Huffington raised questions about
Mr. Cutler’s own highly unique status, un-
der ethics rules, as White House counsel.
Mr. Huffington properly inquired whether

Mr. Cutler was collecting a salary from’

and representing clients of his law firm
while serving as White House counsel.
Both answers appear to be in the affirma-
tive. The Legal Times reported on March
14 that '"“Cutler can continue to draw a
salary while at the White House. But Cut-
ler's law firm salary will be reduced to ac-
count for the time he is on leave and work-
ing at the White House, Cutler says." This
suggests that Mr. Cutler is drawing a
salary from his firm while at the White
House, albeit one reduced because of his
time out of the firm. Mr. Cutler also told
the Legal Times that he would consult with
one or two of his clients while at the White
House, with the caveat that "I would con-
tinue to do that less as a lawyer, but more
as a friend."”

Mr. Huffington's questioning was right
on the mark. You can imagine the cries of
outrage if Presidents Reagan or Bush had
White House counsels with such deals.

Mr. Huffington also raised concerns
about the broad redactions that the White
House made on certain documents. In par-
ticular was a totally redacted 20-plus-page
memo from Harold Ickes to Mrs. Clinton.
Tnemernazeofﬂwmemohumur
Ickes stated:

“It is my understanding that thmly afl-
ter Roger Altman met with Bernie Nuss-
baum, me and others concerning the RTC
Statue of Limitations, he received an opin-
fon from an ethics officer of the Treasury
Department that he did not have to recuse
himself from  matters Involving
Rose/Madison Guaranty." e

Mr. Cutler finally agreed to release the
whole document. Once the document was
made publie, it demonstrated that the se-
nior staff of the White House, and maybe
the first lady, were clearly cognizant of
possible legal actions by the RTC against

equally
making these decisions, including future
nominees to head the RTC.

Considering that the hearing focused
much attention on White House influence

" could ponibhr exclude this highly relevant |

document from being turned over to the
banking committees.

What is clear, however, is that had it
not been for the concerns raised by Mr.
Huffington and other Republicans on the
House Banking Committee, Mr. Cutler and
the White House would have been content
to keep this document from the Congress

and the public.
Given the constraints that Republicans
operated under during the hearings, and

in the House of Representatives in ge
because of their minority status, 1 believe
Mr. Huffington served his constituents
viery well,

Washington
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ANALYSIS:
Tres ry Heads «xpected to
Fall in Whitewater Wake (Washn)
By James Risen=
(c) 1994, Los Angeles Times=
WASHINGTON Jean Hanson, the Treasury Department
lawyer who contradicied a senior Clintoa administration
official before a bank of television cameras, appean likely to
become the first casualty of congressional bearings into the

Before it's over, she may have plenty of company.

Hanson, the department's general counsel, is expected
to be pressured o resign by Treasury Secretary Lloyd
Bentsen in the near future, sccording to department
officials who spoke on condition of anonymity.

1 would not put & lot of mooey on Hanson staying.*
one source said. ‘Secretary Beatsen i loyal to his
staff, but she did not help herself in these bearings.*

During two weeks of nationally televised hearings into
the Clinton administration's handling of the Whitewater
controversy, Hanson testified that Deputy Treasury
Secretary Roger Altman had not fully disclosed the history
of contacts between White House officials and savings and
loan regulators who were looking into one aspect of the
tangled Whitewater affair. She said Altman instructed her
at one point to brief a top White House official about the
status of the case, a directive that Altman said be did
not recall.

Treasury officials said Hanson's performance during the’
Whitewater bearings has poisoned her relations with
Altman, and few in the department believe that the two can
continue to work together. “If she does manage to stay,
she is going to have to have a peace summit with Altman *
one senior official said

Evea if Hanson decides to step aside, she may be only
the first to fall, sources said. The jobs of other senior
Treasury officials

notably Altman remain in jeopardy despite repeated
statements of support from President Clinton, according to
senior officials at the White House and the Treasury
Department.

It scems certain that a major shake-up is in store at
the department as a result of embarrassing disclosures
about the department's role in relaying information about
the S&L investigation to the White House carly this year.
Top Treasury officials had knowledge of the probe because
the department oversees the Resolution Trust Corp,, the
agency responsible for cleaning up the wreckage of the
thrift industry. RTC investigators were trying to
determine whether Whitewster, an ill-fated Ozarks land
venlure involving the Clintons, contributed to the
taxpayer-financed collapse of sn Arkansas thrift.

The repercussions for the Treasury Deparument might
even be severe enough to weaken Bentsen's stature within
- administration, sources said, perhaps sccelerating his

~umored plans to retire within the next vear.

. e W dipanment's Rl from grace could raise
- =€ ftwns ahout the viabiliny and direction of the

7 sgendy n the post-Whitewater penod. The

department has been at the core of the policy-making
process on issues ranging from international trade and
deficit reduction to bealth care and welfare reform. It

has gained s reputation, both on Capitol Hill and inside
the administration, as one of the most effective
separtments in the Clinton Cabinet That reputation was
aaderscored when Clinton began relying oo the deparument
to handle his health care watiative sRer it ran into

trouble 1n Congress

Both Clizion and Beatses are sa:d 19 be commined 1o
retaining Altman, whom they view as oze of the most
T
effective o 73 of the administration policy-making
team But <y officials concede that Aluman's
EFVEITLTENt Career hirzes on whether D
corgressional leaders make it clear to
that they can contirue t

- 1 4
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(Begin optional trim)

In an effort to bead off a congressional stampede for
Ahtman's ouster, White House Chief, of Staff Leon E.
Panetta has ordered senior White House staffers to stop .
talking to the press about whether Altman can survive the
controversy, sources said. Longtime friends, including
White House economic ¢zar Robert E. Rubin, have been
angered by leaks about Altman and are publicly taking up
his cause.

*'I've known Roger for 20 years, I'd vouch for Roger on
absolutely anything,” Rubin said. **As the president has
said, Roger has been an outstanding deputy secretary, and
there's no question in my mind bell continue to be so
going forward.*

But some Treasury officials, embittered by reports of
an imminent shake-up, contend that White House officials
in charge of '* Whitewater damage control® have been
trying to defloct hostile fire toward the department by
making Altman the fall guy for Whitewater,

While privately furious over the recent turn of events,
Altmaa remains fiercely committed to remaining in office
and clearing his name, sccording to sources close to him.
“*Public service is really important to him, a senior
Treasury official said. **And anyway, no one wants to be
run out of tlown."

(End optional trim)

Yet if the Whitewnter hearings have been disastrous for
Hanson and Altman, they have been just as damaging for the
Treasury Department as a whole. In fact, some officials
say they believe that the congressional grilling subjected
the department to disgrace.

The stain of Whitewater has spread across almost the ~
entire top layer of management at the department. Along
with Hanson and Altman, whose conflicting testimony seemed
to underscore a deep nft within the department, Treasury
Chief of SwafT Joshua L. Steiner, 28, had to endure

. painful, detailed questions about his private thoughts,
which he jotted down in & diarv that has become a kev
piece of evidence in the hearings.

Bentsen, & former Texas senator who has generally
received kid-glove reatment on Capitol Hill, was forced
1o appear before his former colleagues to ty 1o jusufi
the department’s actions 1o the matier. Under suprisingly
tough guestioning. Bentxen distanced himself, insisting
that ke kad no hnowiedze a1 the ume of the Sejannents
involvement in the Whitewater controversy

Alumuin’s loss would be pamticularly oubling for the

administration. A former Wall Street investment banker and
an old college friend of Clinton, Altman has been »

leading player in crafting the White House health care
agends. Before Whitewater, he was regarded as an effective
legislative deal-maker,

(Optional Add End)

Perhaps his most important contribution has been to
bring a more moderate approach to Clinton's economic and
social agendas. Early in the administration, Altman played a
ceatral role in ing Clinton to embrace an economic
plan that emphasized deficit reduction over new spending
programs. In internal debates concerning the Clinton health
plan, be has acted as a counterweight to more activist aides
such a3 health care adviser Ira Magaziner

Above all, outside analysts say they believe that the
ouster of part or al! of the top echelon at the Treasury
Department could have s severe impact on the administration’s
csonomuc policies, especially oversens

Unlike some players oo the Clinton foreign policy
team, Treasury officials received high masks from US allies
and Ueding pariners Bentsen, Altman and Lantence Summers

—

undersecretany for interrationsl aaurs, ave he!
d dunng the Bush
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Jack Anderson
And Michael Binstein

Starr
Fight .

The story of President Clinton's
bickering barristers helps explain the
muddled White House reaction to the
surprise appointment last month of
conservative Kenneth Starr as the
new independent counsel on Wh.ini-
water.

On Aug. 5, a panel of three mdggs
removed special counsel Robert B.
Ficke Jr. and replaced him with Starr,
a long-time Republican loyalist and
legal theonst,

The Clinton administration u;:
roughly divided into two camps:
White House counsel Lloyd Cutlér
strongly wanted the White House fo
remain above the fray, while other
adwvisers were spoiling for a fight.

According to one staffer, Cutler
“thought it would be more effective if
people outside the White House"—
namely, congressional Democrats—
wemd&ntmamunu partisan
Republican shouldn't be plumbing the
personal finances of the first family. -

The Starr appointment did diel:b
nate an intense debate among mem-
bers of Clinton's legal team and top
aides, some of whom sharply dissent-
ed from Cutler’s call for calm., This
preceded disclosures that on July 14
Judge David Sentells, who heads the
panel that dumped Fiske and hired
Starr, had lunch with his friend Seq.
Lauch Faircloth (R-N.C.), who had
been agitating for Fiske's ouster. ~

Robert S. Bennett, who represent$
Clinton in a sexual harassment case,
advocated taking off the gloves, 'If
Cutler is the white-haired “establish-
mefitarian,” as one White House off-
cial put it, Bennett is the “street
fighter.”

This contrast in styles sheds llgﬁt
on why Clinton tapped Bennett fo
break some china. With remarks pre-
approved by the White House, sc-
cording to officials, Bennett publicly
called on Starr to resign from the
case because of an appearance of
“parusanship” against Clinton,

SUNDAY,
S0 TG 18, 1994

White House sources say Bennet:
was encouraged to maintain the antr-
Starr drumbeat during subsequent
television interviews. It was dunng
one of those appearances that Bep-
nett first learned of press accounts in
which Cutler and unnamed officials
disowned hus remarks.

“Those are his comments,” Cutlér
told reporters. “We have no reason to
doubt the fair-mindedness of Ken
Starr,” he said, adding that the presi-
dent “does not think Starr should step
aside.” One unnamed official was
quoted in The Washington Post as
stating that Bennett had been in-

' structed “to make clear in the future

that his remarks are his own opinions,
and not Clinton's.” Both Clintons,
however, were fuming about the bla-
tant unfairness of the Starr appoini-
ment and privately encouraged Ben-
nett’s media mission.

Having lost the internal argument
over whether to challenge Starr’s ap-
poin:ment, Cutler grew annoyed at
other White House aides who he sus-
pected were trespassing on his turf:
That apparently inchuded David Ken-
dall, who serves as the Clintons' per-
sonal Whitewater attorney. Kendall
told one White House source he had
been “chewed out” by Cutler for hav-
ing supported Benneit's counter-
offensive.

Benneit quickly called top Clinton
staffers to remind them he had not
been free-lancing. According to recip-
ients of these calls, Bennett said he
didn't mind the role of surrogate
spokesman for the White House if it
meant Clinton could stay above the
controversy. But he objected to the
inference that he had rendered a dis-
service to the president.

Bennett's attack was clearly mu.u
partly for Starr's ears. Lashing out
early helped intensify scrutiny of
Starr while also pmwdm a built«in
rationale for decisions
against the first family. Explains one
source: Hes got to c.:ll the dou ;
ones our way.” :

€194, Lrared Feature Syndicate Inc
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Mikva
d’ves into
the fray
tomorrow

By Bokb Dar

COF LEWS SERVICE

Abner Mikva accepted his new
job by declaring, “You are the
most important client that a law-
ver could ever dream of serving,
Mr. President.”

That dream turns to stark re-
ality tomorrow. Mr. Mikva re-
places Lloyd Cutler as White
House counsel with the White-
water affair still being investi-
gated and two Cabinet members
under ethics scrutiny.

Mr. Mikva, a 68-year-old former
1llinois congressman and federal
judge. will be President Clinton's
third White House counsel — suc-
ceeding Mr Cutler. the establish-
ment insider who had agrced to
serve for only six months.

Mr. Clinton’s original counsel,
Bernard Nussbaum, resigned
after being criticized for going
through the office papers of Vin-
cent W. Foster Jr after the White
House deputy counsel’s suicide in
July 1993, and for talking to Trea-
sury officials about the White-
water probe.

The Whitewater case shows no
signs of ending soon. with a new
independent counsel. Kenneth
Starr. a former Reagan adminis-
tration official, now leading the in-
vestigation of President and Hil-
lary Clinton’s Arkansas dealings.
Before becoming Mr. Reagan's so-
licitor general, Mr. Starr served
with Mr. Mikva on the federal
bench.

Meanwhile, Mr. Mikva has to
worry about two other investiga-
tions within the Clinton adminis-
tration. A special counsel is look-
ng into Agriculture Secretary
Mike Espy's spending and accep-
1ance of gifts, and the Justice De-
pertment is reviewing allegations
<oncerning disclosure of pay-
ments that Housing and Urban
Development Secretary Henry
Cisneros made tv his ex-mistress.

“To sav he’s got a full plate is
definitely an understatement. He's
ot & whole kitchen.” said Charles
Lewis. director of the Center for

Public Integrity.

“The White House counsel sets
the moral tone and is the ethics
gatekeeper” for an administration,
said Mr. Lewis, noting that some in
the position have been more inter-
ested in political and legal spin
control than in ethics.

“To have a federal judge step off
the bench after the end of a long,
respected career and into this job
that might last only two years is

," said Mr. Lewis. “In
fact, it's unprecedented. But this
administration desperately need-
ed someone who is widely respec-
ted in both political parties and
who is sensitive to how even
ceptions of unethical activity are
damaging™

The White House counsel must
be able to evaluate politics while
advising the president on the law
and ethics. For instance, one rap
against Mr. Nussbaum was that he

failed to see the political risks in-

urging Mr. Clinton to nominate
Lani Guinier to head the Justice
Department’s civil rights division.

‘There is no doubting the politi-
cal awareness or partisan heritage
of the president’s new lawyer.

After graduating and clerking
for Supreme Court Justice Sher-
man Minton, Mr. Mikva practiced
law in Chicago and entered Demo-
cratic politics. He was elected to
the Illinois Legislature in 1956,
joining a multicultural Democrat-
ic bloc known as “the Kosher Nos-
tra.” His roommate when the Leg-
islature was meeting in Spring-
field was Paul Simon. now a Demo-
cratic U.S. senator from [llinois.

In 1968, Mr. Mikva was elected

to Congress from a district in Chi-
cago’s northern suburbs. He
served in the House for five terms.
In 1979, President Carter named
him to the US. Court of Appeals
for the District of Columbia Cir-
‘cuit. He became chief judge of
that court in 1991 and is now giv-
ing up lifetime tenure to become
White House counsel.

Politically, Mr. Mikva is a life-
long liberal. He pushed for gun
control in the Illinois Legislature
three decades ago and, as a federal
judge, supported the rights of
homosexuals to serve in the mili-
tary. He opposes the death penalty

But even lllinois Republicans
hailed his appointment as Mr. Clin-
ton’s White House counsel. “The
president could not have made a
better choice,” said House Minor-
ity Leader Robert H. Michel, II-
linois Republican, when Mr. Mik-
va's selection was announced in
August.

ington Times FRIDAY, SEPTEMBER 30. 194

The s
——————————————

'C1101  14anKksSs V€l
for Vietnam valor

S.C. man lost arm saving fellow GIs

Ez Ruth Larson

WASHNGTOM TIMES.

This has been a memorable
waa: for Arthur J. \:'uumu.
Wednesday, received a
long-awaited letter from President
Clinton thanking him for his sacri-
fices during the Vietnam War. To-
day, Mr. Williams, 47, and his fam-
ily will be the grand marshals for
the Marlboro County High School
2.

after receiving the nation’s
second-highest military honor, the
Distinguished Service Cross, for
defending his colleagues despite
being terribly wounded.

Receiving the presidential Jet-
ter ended a six-month guest by the
high school’s Junior ROTC unit,
which honored Mr. Williams in
May by naming its training facili-
ties after him.

“The heroism, sacrifice, and de-
votion to duty that you demon-
strated during the Vietnam War
represent the highest attributes of
military service,” Mr. Clinton
wrote in his Sept. 23 letter.

“l am pleased that your name
will be preserved forever in the
halls of Marlboro County High
School”

Mr. Williams said, “I'm so
thankful — the letter means a lot

tome, and especially the children,”
as he calls the 300 JROTC cadets.

“I reckon the kids are thrilled
that the president ﬂEﬂ!y ’:rxre to

qymlme overwhelming volume
of prevented them from an-
swering every letter.

But James A. Dorskind, head of
the presidential mrmdau
office, later acknow that
Mr. Williams deserved the letter:
“The president takes veterans and
their needs very seriously”

Col. William S.
Richards, Marlboro Countv's

Emergency agency
seeks ways to save lives

“The heroism,
sacrifice, and
devotion to duty that
you demonstrated
during the Vietnam
War represent the
highest attributes of
military service.”

— Presidemt Clinton’s lenter

1o Arthur J. Williams

senior JROTC instructor, who pre-
sented the letter to Mr. Williams on
Wednesday, said: “Mr. Williams
had a tear in his eye. ... He's so
proud of that letter, and we're so
proud of him."

Mr. Williams was injured on
New Year's Day 1968 as he de-
fended a security patrol under en-

emy siege. :

While firing a .50-caliber ma-
chine gun atop his armored per-
sonnel carrier, he was hit by a
rocket that sheared off his right
arm. Shrapnel ripped into his left
eye and mangled his left hand, his
abdomen and his legs.

Despite his wounds, Mr Wil-
liams continued firing his weapon
with his left hand while the
wounded were evacuated.

It was only when he ran out of
ammunition that Mr. Williams left
the burning vehicle. A comrade
pulled him to safety as the person-
nel carrier exploded.

Col. Richards, a Vietnam vet-
eran himself, said veterans from
across the country have been call-
ing to offer their support to Mr.
Williams since the story was first
reported in The Washington
Times |

“It's a shame we have to stir
things up so, to have a hero like Mr.
Williams recognized,” he said.

By Kevin McCullen

ROCKY MOUNTAR MEWS

BOULDER, Colo. — A federal
agency that responds to emergen-
cies wants citizens and local gov-
ernments to work together to avoid

Em

ENcCy MAanagers
in Bo:m- this week to the
Federal Emergency Management
Agency (FEMA) collect informa-
tion for a national strategy to save
lives and limit the impact of wild-
fires, floods, earthquakes and tor-
nadoes.

FEMA is holding 10 meetings
nationwide to help develop a na-
tional mitigation strategy that is
focused on preventing severe
losses of life and property instead
of reacting to tragedy, said Rich-
ard Moore, FEMA's associate di-
rector for mitigation.

By next year, the plan will be
sent to the president. The plan
probably will involve cooperative
efforts between public agencies
and private enterprise, plus incen-
tives, officials said.

“This is a fundamental shift in
how this nation deals with emer-

! gency management and natural

disasters, by being proactive in-

FEMA is holding 10
meetings to help
develop a national
mitigation strategy.

stead of reactive,” said Mr. Moore,
who said nearly 52.8 billion has
been spent on 28 federally de- |
clared disasters this year

A national plan will include pub-
lic awareness of potential dangers,
applying research about hazards,
coordination of responses, using |
resources, and leadership. Mr
Moore said.

The goal of the national strategy
is to eut in halfl the number of
deaths and destruction of prop-
erty within the next 25 years,
FEMA officials said

Those goals are attainable, and
laudable, said Boulder City Coun-
cil member Spense Havlick,

“It's a refreshing change to look
at life safety, instead of property
safety)" he said. :
® Distributed by Scripps Howard.
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Aspersions from the ABA

By Mark R. Levin

he campaign to discredit and

intimidate Whllewaler Inde-

pendent Counsel Kenneth
Starr and the judicial panel that
appointed him continues unabat-
ed, as does the liberal partisanship
of the American Bar Association
(ABA).

Five past presidents of the ABA
issued a statement this week
expressing their concern that polit-
ical considerations *

dent said that while they “the
utmost confidence in Mr. Starr's

integrity and objectivity,” they were
troubled by the public lunch
between Dawvid B. Sentelle

(chief judge of the court that
appointed Mr. Starr) and Sen.
Lauch Faircloth (a Fiske critic),
which occurred prior to Mr. Starr's

appointment.
According to these ABA presi-

Mark R. Levin is director of legal
rohcy at Landmark Legal -
ion

dents, “[w]hether or not Mr. Fiske's
replacement by Mr. Starr was dis-
cussed [at the lunch), the meeting
gives rise to the appearance of
meumhm

Sounds familiar, doesn't ir?

like something Bill Clin-

ton’s sexual harassment lawyer,

Robert Bennett, has claimed.

Sounds like something Mr. Clin-

ton's congressional supporters have
claimed.

statement issued by these five for-
mer ABA presidents and those of
Clinton partisans — and the
release of their statement just
when Mr. Starr is beginning to take
hold of the independent counsel's
office — were merely coincidental?
Are we 1o believe these past bar
president acted spontaneously,
unencumbered by politics, and in
the best interest of justice? Clear-
ly that's the impression these men
hoped to make when they identi-
fied themselves as former ABA
presidents.

But the ABA, and these past
presidents, have much to answer
for. For example, where were
these gentlemen when another
former ABA president, Iran-Con-

tra Independent Counsel
Lawrence Walsh, was rnlnglln1
the Constitution and individual
rights of Reagan administration
officials? Did they issue a joint
statement raising concern about

Mrm%mhﬂmdlhcﬁﬂnt}

Did they raise their collective
voices when one of the charges in
an indictment brought against
former Defense Secretary Cas-
par by Mr. Walsh was
dismissed by a federal court
because the statute of limitations
on that charge had already
expired? No.

id q
tioning Mr. Walsh's out-of-court
accusations of criminality and
wrongdoi indi-
viduals who were never even

ged with offenses? No.

Did they ask the court to require
Mr. Walsh's Iran-Contra Report to
comport with constitutional and
legal requirement? No.

Yet, while ignoring these real

issuves of serious impropriety, our
ABA friends felt compelled to raise
their concerns about an “appear-

Well, let’s look at the logic of their
contention.

These former ABA preur.lems
confirm that former fede;

ty md objectivity.” Hw, nneu. c.m
his appointment be considered
mtiual or even appear to be polit-

Moreover, if Judge Sentelle and
Mr. Faircloth say they did not dis-
cuss the Whitewater matter when
they had lunch together, how can
their lunch give “rise to the

ance of impropriety?” Judges

_attend luncheons, seminars and

social events with all kinds of peo-
ple — including lawyers who
before them regularly. I

to political in high places.
The issue is not onaol'assuclation
but substance — i.e., whether any-
thing improper occurred as a result
of the get-together. Guilt or infer-
ences of guilt based solely on asso-
ciations are not legitimate criti-
cisms. Surely the five former ABA
Eremdeuu. all of whom are
wyers, should understand this
simple fact.
So what's going on here? Why all
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the fuss about Mr. Starr's appoint-
ment as Whitewater Independent
Counsel and a public lunch between
Judge Sentelle and Mr. Faircloth?
Well, there's a great deal at stake,
i for the Clintons, in the
the Whitewater-Madi-
son investigation. That's why the
Clinton administration and con-
gressional Democrats together
rewrote the law to appoint Tt
Fiske, an effort which failed. (Why
were the Clintons so comfortable
with Mr. Fiske's investigation, any-
way?)

Unable to appoint their own pros-
ecutor (a luxury emoyad by few
persons who may be under investi-
gation), a campaign was launched
to discredit and intimidate Mr.
Starr. One of Bill Clinton's super-
expensive lawyers, Robert Bennett,
fired the first shot. He sought to
transform overnight Mr. Starr from
a highly respected, fair-mined for-

fu{nﬂ appeals judge to a par-

tisan Republican.

Among Mr. Starr’s alleged par-
tisan acts was his refusal to
accept Mr. Bennett's preposter-
ous claim that Mr. Clinton is
somehow constitutionally
immune from civil suits and, thus,
above the law. It was reported
later that Mr. Bennett's attack on
Mr. Starr had been discussed, il
not coordinated, with officials at
the White House. (Was Mr. Clin-
ton among the officials who cun-

1994

curred with Mr. Beanett's Starr-
bashing strategy?)

And when it was “revealed” that
Judge Sentelle and Mr. Faircloth
had had lunch twgether priorio Mr.
Starr's appointment, the “appear-
ance"” issue — always available
when the facts prove inconvenient
— became very uselul indeed.
We're told that although nothing
inappropriate happened over
lunch, something inappropriate
could have happened. Therefore,
we're told the meeting appears
improper. Shame on Judge Sen-
telle, just another partisan Repub-
lican conspiring to rid us of Mr.

" Clinton.

Hence, the political foundation
has been laid o attack Judge Sen-
telle not only for Mr. Starr's
appointment, but for every subse-
quent decision reached by his court
in the Whitewater matter.

These attempis to intimidate an
independent federal prosecutor, a
federal yudge and a panel of feder-
al judges raise serious legal and
ethical questions, They also threat-
en the independence of the federal
judiciary. Five past ABA presidents
“appear” tw have overlooked this
troubling conduct — as they over-
looked Mr. Walsh's conduct during
the Iran-Contra investigation. But
cong ressional investigators should
not ignore it They should expose
wha is belund thas campangn and
their motives.
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Senators

to delay

‘earings

for Starr

ASSOCIATED PRESS

Two senators met yesterday
with Whitewater independent
counsel Kenneth W. Starr, and said
later they will delay further con-
gressional hearings in order to
protect Mr. Starr’s criminal inves-
tigation.

. Donald W, Riegle Jr., Micl'l-
igan’ Derocrat and chairmar’ bf
the, Senate i committee,
and Sen. Alfonse M. D'Amato of
New York, ranking Republican on
the panel, had wanted to hold hear-
ings on the removal of papers

, from the White House office of for-
‘I White House Deputy Counsel

Vi:mt w. Fﬂst:r Jr
“i.nh:rmedus
mnsl:is investigative work is on-

the two senators said in a
statement. . :

The Senate banking committee
held two weeks of Whitewater
| rings in July and August.

“The committee will not sched-
ule further public hearings until
we believe such hearings will not
impede his investigation the
statement said.

“We will continue to consult
with the independent counsel™ on
whether Mr. Starr plans o close
the Foster mtmr. the statement

Congress has ‘decided not to
gduct .hearings on any matter
Whitewater prosecutor is ac-

vely investigating.
1 Mr Foster’s death in July 1993
ihas rl.l.lgd a suicide by authorities.
. Moments after his body was found
White House
officials removed Whitewater-
‘related papers from his office be-
fore investigators looking into his
death were penmrl:ed to see the

i After Mr. E‘osber'l dﬂlh, Ber-
‘hard Nussbaum, who was White
House counsel at the time, gave a
;lh.lte_waur file in Mr. Foster's of-
ce to Margaret A. “Maggie™ Wil-
liams, Hillary Rodham Clinton's
chief of staff. st
i AtMrs. Clinton’s direction, Mrs.
Williams then moved the file to a
locked closet in the White House
' family residence for several days.
It was turned over to the Clintons’
personal lawyer at the time.
Mr. Foster had been a partner
with Mrs. Clinton in Little Rock's
Rose Law Firm. Before his death,
Mr. Foster was handling the filing
of tax returns in the Clintons'
Whitewater real estate venture.
Mr. Starr's predecessor, Robert
B. Fiske Jr., had said he planned to
wrap up the probe into the re-
moval of Mr. Foster’s papers in
July — but then changed his mind,
leaving the matter open.
Mr Starr's office is investigat-
m} e Clintons' finances — spe-
ically whether funds from Ar-
kansas* Madison Guaranty

‘Savings”and Loan Association,

owned by the Clintons’ partner in
Whitewater Development Corp.,
James B. McDougal, were fun-
" neled to Whitewater or to Mr. Clin-
ton's political campaigns.
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Tucker
* Conlinued from 1A
charged that r's income

tax returns would show no Lax’

liabilities for soma years.
. The governor said that if he
did not have liabilities in cor-

win years. it was made up -be

with large tax payments in
- other years.

“1 have paid.every dime of
taxes | owe every year,” Tuck-
er said Thu *“1 have
been audited by the ms l
don't think citizens ..
they have a right Inm--pu-
cuelthlluelllnmm
body paid in laxes in any
enna.roruhn‘:._.mtn u-

tioas you may bave
your church or ladurmu“

He said his disclosure goes
far beyond what state law re-
quires.

- Congressman seeks investigation of Tucker, Whitewater

8Y TERRY LEMONS
Domaors -Cutvis

WASHINGTON -~ Congress
should start a “complels and
thorough investigalion™ inlo
the business deali
Jim Guy Tucker a
Guaranty Savings and Loan As-
soclation, Rep. Dan Burton, R-
Ind., said Wednesday.

"We need answers to all of
ibese questions,” Burton said.

Tue six-lerm congressman

delivered a len h
Wengator aloht 16 e Tiosee
Tucker's hnlneul 1 with

BY NOEL OMAN
Dempot-(Rarsis Capiel Geegss
Cov. Jim Guy Tucker insisted
that the Minancial doec-

Tie financial statement In-
eludid information from 1991
to U? present. The governor
sald it was “exactly what I
sald | would do earlier this
year [ have said for a
time would release financ
inforsation in late Septlem-
ber, od this is lale Septem-

'h ¥ i PR

‘Tuker sald he listed in-
forml!ion that was more im-

portst than what might be
leu:( lhla tax returns.
fnu missing, though,
was uronutlon regarding
Tucks’s financial situation
the 1980z when he
wenli'rom a failed 1982 gu-
bermyorial candidate with
largelebls to a multimillion-
aire.

Tuter had extensive busi-
ness dealings during
1980gwith James McDougal,
owne of Madison Guaranty

Waskuyon Suress

of Gov.
Madison

Madison and related issues in-
volving the Whitewater Devel-
opment Corp. affair.

Burton has been one of the
House's' harshest critics of
Presideat Clinton. Clling artl-
e cbom gl

eite and olher ons,
Burion said there are “serious

uestions” about Tucker that
should be addressed by Con-

m
“W d
Ihm:d? 'l:m:u;muh; 1::

@ Nelson, Tucker declere viciory In

gubarnetonial debals 15A
@ Candidates lor govemer sgainst
casino gambiing k]

The governor said he be-
lleves Arkansas volera do not
desire o see more,

The Arkonsas Dewmocrat-
Gazetie has requesied since last
mlhlfu:hrniemhhm

Savings and t.un Associa-

tion. Madison failed in 1989 at -

a cost lo taxpayers of at least
$65 million.

McDougal's business activ-
ities are now the focus of a
federal inquiry by Whitewater
independent counsel Kenneth

Nelson also had a business
partnership with McDougal.

Tucker claimed in Wednes-
day's debate that he had paid
back all personal loans.

Tucker, however, had a
coatrolling interest in Castle
Sewer and Water Corp., a Pu-
laski County company that de-
faulted on a $1.03 million 1988
loan (rom Madison. Tucker
convinced federal regulators

_Inndml.huhalmc.hullm
new loam also ﬂhl into ﬂe--

alse  borrowed

!'nult.
Castle

Co;l‘grul.' Burtoa said. -
any of Burton's remarks
cealered on Tucker's cmec-
lions o James McDo
near Arkadelphla. Mc
ovwned Madison, uuch fai a
1980 at n cost Lo taxpayers of
$65 million.
MeDougal and his !om-r
wife, Susan Mc
n.mrs \:Ll.h BIII‘=I l'.'i‘l L.
am oton from
Iﬂl‘a in Whitewater, a failed
20-acre residential develop-

forms since 1978 Tucker bas de-

firm owned by former Pulas-
‘County Municipal Judge
David Hale. When the Small
Business Administration
seized Capital Management in

E

Castle had made only

- Seplember 1883, auditors re-.
ported

Corp. in Octaber 1967,

The  report released
Wednesday by Tucker
showed:

 Little Rock businessman

Marion Co

lon a.nd
aeth Starr
legalions

ment along the White River in

"l'ncdhn.r“h? aﬂ:n;:n hud'

ness dealings w c

and Madison. The cwarmrmg:l

denied any wrnnﬂlnlu. llh

llepuhlieu orpmenl.

al wa i riner
50 Was &

with Ichouniu i i
Independent counsel Ken-

iransferred

Finances are an open book, " "ucker insists

Neison released a sialement

day to lalk about Tucker's fi-
uuhl unm Nelson has
See TUCKER, Page 15A

J.W. “Buddy” Benafleld, who
Tucker appointed to the state
Highway Commission. is a
partner with Tucker in the
Centre Street Co. and Amoa-
tillado Inc.

e The couple has assets of
$5.469,038 and liabililies of
$12,500: The only liability is a
real esiate mortgage. That
leaves a current net worth of
$5.458.538,

- ® The Tuckers' income has
‘varied greatly during the past
four years. Their income was
n.?mu in 1991; $273.940 in
1982 and 31786402 in 196].
No income l'l:urn was listed
for 1904.
e The Tuckers

$2456308 in 1991

made
and

Madison.

el!lledmbu.

is inveati
lhl' no-c:;ln":l.
Illcnlly

>

el e A - Y

$1.232.748 in 1983 Mrom the
sale of their cable lnlevmon
inleresis.

e Other income consisted
mostly of interest, dividends
and the gains on stock sales.

® Tucker's income in 1901
included $35.168 from his
partnership in the Little Rock
law flrm then known as
Mitchell Willlams Sellg &
Tucker.

¢ The Tuckers' assets were
$1.3 million greater in 1992, to-

-taling $6.9 million. But they

had liabilities of $1.4 million
thst year, leaving a net worth
of $3.483.488, ooly slightly
more than the current figure.

Madlson to Whitewaler ac-
counts. Starr's
based investigalion also is re-
viewing Tucker's dealings wilh

Litile Rock-

Max Parker, Tucker's press
secrelary, described Burion's

sional réview

of Tucker "blzarre.” She said
Lhe Whitewater
being examined
other federal oMicials.
“You have to question (Bur-
) molives,” Parker said.

uestions are
Starr and

—

- ——




Whitewater staff grows as Starr adds S lawyers

By s,

Whitewater independent coun-

1 Kenneth W. Starr yesterday

named five lawyers, including

three former federal and state

prosecutors, to his investigative
team.

Two of the lawyers are from the
New York firm of Robert B. Fiske
Jr., the Whitewater special counsel
replaced by Mr. Start.

The new appointees are:

e Stephen P Learned, former
prosecufor in the Justice Depart-
ment’s fraud section. Now an as-
sis  tUS.attorneyin Virginia, he
is an expert in white-collar and fi-
nancial fraud and was the senior
litigation counsel for the Dallas
Bank Fraud Task Force from 198?
o 1989,

® Bradley E. Lerman, a federal
deputy chief for speeul prosecu-
tions in Illinois. A federal prosecu-
tor for eight years, he formerly
Was an associate at the Washington
law firm of Steptoe & Johnson.

® Cathey Cochran Herasim-

chuk, former assistant district at-

in Harris County, Texas.
Now practicing law at the Houston
firm of Hardin, Beers, Hagstette

& Davidson, she tried 45 felony

and misdemeanor cases during
seven years as a prosecutor and
authored more than 200 felony ap-
pellate briefs.

# Timothy J. Mayopoulos, a law-
yer at the New York offices of Da-
vis Polk & Wardwell, Mr. Fiske's
firm. He is considered an expert
in complex criminal and civil lit-
gation cases, and served as a spe-
cial assistant district attorney for
the Kings County District Attor-
ney's Office in New York.

& Amy J. St. Eve, a lawyer at Da-
vis Polk's Washington offices. Her
law practice has included white-
collar crime, money laudering, se-
curities fraud and civil rack-
eteering cases.

Mr. Starr named Ms, St. Eve as
assistant independent counsel and
the others as associate counsels,
all based in Lirtle Rock.

The appointments bring w 16
the number of lawyers now on the
staff of Mr. Starr, who was named
independent counsel on Aug. 5 by

Mr. Starr previously hmar.!E Mark
H. Tuchey IT1, former federal pros-
ecutor who worked for Demo-
cratic Attorneys General Griffin
Bell and Benjamin Civiletti in the

administration;

Carter
Ewing Jr., former U.S. attorney in

Tennessee; Alex M. Azar II, asso-
ciateat the Washington law firm of
Kirkland & Ellis; and Brett M.
Kavanaugh, former Justice De-
partment lawyer.

The Starr staff also includes
seven holdovers appointed by Mr.
Fiske: lawyer William S. Duffey Jr.
of Atlanta, hired in February as an
expert in complex civil and crimi-
nal cases; Russell Hardin Jr., for-
mer assistant district attorney in
Houston; Gabrielle R. Wolohojian,
associate at a Boston law firm;
DenisJ. McInerney, Julie R. 0'Sul-
livan and Mark J. Stein, assistant
US. attorneys; and Patrick J.
Smith, an associate at Davis Polk.

It was not clear yesterday how

many of the holdovers would stay
as me transition period between
Mr. Fiske and Mr. Starr continues.

‘Three Fiske appointees have re-
signed: Roderick C. Lankler, for-
mer assistant district attorney;
Carl J. Stich Jr,, former assistant
special prosecutor; and James E.
Reeves, partner in a Missouri law

The three-judge US. Cou.rt of
Appeals named Mr. Starr, a
former solicitor general in the
Bush administration, to replace
Mr. Fiske after questioning Mrc

Fiske's independence from lhl'
Clinton administration.

The independent counsel is in-
vestigating financial links be-
tween a partnership involving 1
President and Mrs. Clinton and a ;
failed Arkansas thrift. i

Mr. Fiske was appointed by At- ;
torney General Janet Reno and |
was answerable to her. Mr. Starr is i
answerable to the court. i

The Starr appointment has set f
back the investigation by several
weeks. Investigators assigned to
Mr. Fiske served more than 200 !
subpoenas and searched thou- !
sands of pages of public records. '
Working out of offices in Lintle

- Rock and Washington, the Starr

team is assisted by 25 FBI agents .
and financial analysts, ;
Mr. Starr has full jurisdiction to -
investigate “whether any individu- :
als or entities committed a viola-

Whil Development
itewater

and Capital Management Ser—1
vices Inc., a Little Rock in

ment firm.

Buchanan, Kemp fire at each other

Verbal sparring
surprises crowd

ﬂ-mz Hallow
WASHRIGTON TMES

at a gathering of 850 startled con-
servatives, trading personal barbs
and partisan

“There's even a little group of
neoconservatives over behind that
plant there,” the syndicated col-
umunist said. He grinned, and said:
“I even ran into a Lane Kirkland
Republican in this room — Jack
Kemp.

“Jack, forget those £25,000 lec-
ture fees and come on into this

thing, fella, and start fighting for
ideas” The audience broke

l.m.nxmnofbooc.husht!f
lause.

marks, he told Mr. Buchanan: “I
think the time has come to set the

record — eyeball to eyeball
— you a.re ag conservative and
so am [

R Oliver North, Vir-
ginia's Rtpu can U.S. Senate
nominee worked o
Nicaragua's Marxist regime in the
1980s, Mr. Kemp said: “But when
it comes to fig| communism in
Central
was there.

AFL-CIO, were clearly startled
the public display of antagonism
between the two men, each witha
large following among conserva-
aves.

Some Kemp associates have

The Washington Thmes THURSDAY. SEPTEMBER 29,

bemused at
. the
- “It was lighthearted banter and
needling,” he said. . o
' Yet he noted basic differencesin

the huge
magnet of soci welhre at-
tracting illegal i " he

yesterdsy that he was more defen-
sive than he intended to be but said
he was provoked.

“1 am not a big government con-
servative. I am a classical conser-

el

because it wasn't tough enough

“But I also think we can change
the conditions of the inner city and
provide more choice and eco-
nomic development.”

1954
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: GOP senators want more Whltewater

L S

".\,,.«_.__.__J

ASSOBNED PRESS
ublicans on the Senate
ng committee yesterday

askod Whitewater lndependent
counsel Kenneth W. Starr to re-
open an investigation of contacts
between Treasury Department of-
ficials and White House aides.
The Republicans wrote Mr
Starr, asking him to review
whether De-

posely misled Congress” about the
contacts. No Democrats signed

the request.
Robert

Mr. Starr's >
B. Fiske Jr, had closed his investi-
gation of the contacts.
Republicans said in their letter

given the banking committee at a
Feb. 24 hearing, in sworn inter-

confirmed; and chief of staff
Joshua Steiner, who remains in his

| post,

E:umpludtestimonydhdu
misleading were not knew; the
GOP senators mentioned them
frequently during the hearings
and in numerous news confer-

ences.

According to the letter:

e Mr. Altman concealed the
number of contacts between the
White House and Treasury offi-
cials and the nature of the meet-
ings, including those dealing with
thrift regulators’ uests for a
criminal probe of Whitewater.

o Mr. Altman testified on Feb.
24, before the Senate, that a Feb. 2
meeting at the White House was to
discuss the deadline for filing civil

claims in Whitewater and other -

discus-
sion about whether he should with-
draw from Whitewater, because he

umduheadnfﬂw'aseucyﬂut .

initially investigated Whitewater.
# Mrs. Hanson testified during
the summer hearings that when
Mr. Altman understated the num-
berormommmwithdw
WhlleHouse.ahefalledmwn'ect
him at a Senate hearing because
she failed to recall the meetings.

But in a chmnolmrepared by
Mrs. Hanson two months

*Mr testimony during
the summer differed sharply from
entries in his own diaries, which
were written before he ever
thought they would be made pub-
lic at ﬂle,Smam hearings.

On Sept. 20, Sen. Donald W.
Riegle Jr, chairman of the Senate

mmm.i

water investigation and the

of new hearings in the
probe -

In a letter, Mr. Riegle, Michigan
Democrat, and Mr. D‘Am, of
New York, said not all of

WnrEWOH R
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|_~Governor’s " ‘ravels in Whitewater Country

By Mican Moksiaon

LITTLE ROCK, Ark.—As Election Day
nears, the tentacles of the Whitewater afl-
fair are tightening around Arkansas's
leading gubernatorial candidate, Demoe-
ratic Gov. Jim Guy Tucker.

Widely circulated news Teports in
Arkansas have linked Gov, Tucker, who
stepped into the top post when Bill Clinton
becume

Hale's Capilal Managemen! Services, two
companies ut the center of the Whitewater
Investigation, Press accounts name him us
a likely target for indictment by the White-
water grand jury. The Resolulion Trust
Corp. is pussible fraud claims
against him, and he is fighting a broad
RTC subpoena for documents.

In May und June, newspapers around
the state ran a five-part Assoclated Press

; four-part
vestigative r?m “Luckily for the gover-
nor,” wrote Jell Hankins, editor of the
weekly Arkansas Business, “the sugu
wenl right over the heads of the average
reader™ and “won'l be strong enough to
deliver a viclory™ 1o Gov. Tucker's GOP
opponent, Shelfield Nelson. Gov. Tucker
has ﬂhmrw the reports us “‘nothing
new,” sald & campaign spokeswomai,
Dina Tyler. RN,

A Famillar Look

But when the Byzantine pathways are
cleared of debris, Gov. Tucker's Whitewa-
ter problems have a
familiar look to stu-
dents of the affair.
From 1983 lo 1987,
Mr. Tucker and firms

than $2 million in
loans from Messrs.

available lo ordinary
fulks. Some louns :
were  not  repaid; 0 Gy Tuck
questions huve been ralsed as to whether
others were [raudulently oblained.

Im 1983, following a loss o Bill Clinton
in the 1982 Democralic gubernalorial pri-
mary, Mr. Tucker went into the eable Busi-
ness 1o 1y 1o muke Some extin money. A
lawyer earntng $1T0 i year, Mr.
Tucker was burdened with a $250,000 cam-
paign debl; he umed 1o his old friend
David Hale. who had heen Mr Toeker's

campaign co-chalnnan in an unsuccessful
1978 Senate bid,

Mr. Hule, a municipal judge, had
formed Capital Management In 1978, Sub-
sidized by the Small Business Administra-
o, the company was licensed to provide
funds to “socially or evonumically disad-
vantaged” individuals. When Mr. Tucker
upproached Mr. Hale wilh his venture,
County Cable Inc., he was promptly lent
§50,000. “‘Ultimately,” the Democral-
Gazetle reported, “companies that Tucker
owned would borrow $T25,000 from Hale's
Capitad Management for his cable (elevi-
shun business through 1957, The cable

meanwhile, was looking for o loan. Mr.
McDuongal agreed 1o lend Mr, Tucker

S200,000 i Mr. Tucker purr:hund M ucres
of the Castle Grande lund.

Mr. Tucker gol his loan-withoul a
dowi payment, Ihe Democral-Gazelle re-
ported, and without a written hgan
cition, Mr, Tucker seldom bothered wi
Josn applications, 1 called Jim McDougal
A I wunted to borrow money," he told the
Democral-Gazetle,

The $260,000 loun s one of the ransac-
lons that has wltracted federal Investiga-
s, The AP reported that Mr., Pucker may
“huve commitied bank frand” by misrep-

When the Byzantine pathways are cleared of debris,
Arkansas Gov. Jim Guy Tucker's Whitewater problems
have a familiar look to students of the affair.

business made Mr. Tucker a millionaire.
Mr. Tucker has sald he did not learn that
Mr. Hale's company was supposed to lend
only to the disadvantaged until reading
Whitewuler news reports in 1993,

Mr. Hale Is now cooperaling with the in-

dependent counsel and leﬂ!n[ # lenient
sentence after having !ulllr o
fraud. He claims Ihl Mr. Tucker, Mr.
Dougal, and then-Gov. Clinlon mm
him into making illegul loans, including
ome for $300,000 to Mr. MeDougal's wife, Su-
sun. Some published reports suy $100,000 of
that loan ended up in an account controlled
by Whilewaler Develupment, the MeDou-
gal-Clinton land partnership.

The Democrut-Guzetle series described
Mr. Tucker's odyssey through “the lind of
Whitewater,” where “political cronies
doled oul loans worth hundreds of thou-
sinils of dollars with a phoie call; six-fig-
ure louns changed hands withoul applica-
thons or down payments, and debls were
shed by walking away.” In this land, Jim
McDougul was king.

But Mr. McDougal's kKingdom was one
of linmncial chaos in which loans and land
parcels were swilched around wilh the
speed of a haré, while the lrivise of regu-
lntory serutiny plislded along behind. Cas-
fle Grande, Mr. McDougal’s plan for a
neighborheod and shopping center south
of Little Rock, Is a guod example.

In October 1985, a Muadison Guaranty
subsidiary, Madison Financial, paid $1.75
inillion fur 1,000 neres of land, In pariner
ship with  Seth Ward, u  prominent
Arvkansas businessman and futher-n-law
of Webster Hubbell, o Rose Law Firm part-
nerand former Clinton administration as-
sociale altormey eeneral My Torker

pa guarant
Triend. Mr. McBougal claims Mr. Tucker
was suppused 10 use the rest of the

for s tw the land, but instead

spent it on his cable business. Mr.
tuld AP that he had not pledged to use Lhe
remaining funds for lund improvement.
In the end, Mr. Tucker seems o have
done all Fight with his 3 aeres. The same
munth he boughi the land for $125.000, il

i

o have three loans outstanding at Madi-
sun Guaranty lotaling more thin $200,000,
In 1987, u company partly owned by Mr.
‘Tucker, Southloop Cunstruction, bought

Southloop. Eventuully, the RTC luok over
the property, rwmndm $120,000, Most
of the original 000 note has been paid
ofl. The $100,000 boan from Caplial Man-
ugeienl was never paid back.

Mr. Tucker ran into trouble with an-
other Madison Guaranty transuction, the
purchise of a sewer and waler wlility on
the Caslle Grande property. In February
1986, an appraiser working for Madison
valued the wility al $1.3 million, a ligure
laler reduced to $640,000 by a 152 RTC ap-
pradsal. (The original appraiser also was
engaged in o profitable Madison transac-
tionn ) Two weeks after the first appraisal,
i new Tucker partnership, Castle Sewer &

Water Corp.., bowght The utility for $1.2 mil-
Toits The 0NN hown mavipend o

froan Mr. Hale's Capital Management; Hwe
rest of the financing was provided by
Mudisun. Among other issues, the inde-
pendent counsel Is investigating un elabo
rute scheme linking the Castle Sewer deals
Lo il leged $3625,000 busin from Madison (o
Arkunsas businessman Dean Paul.

Hy 1946, the regululory lortoise was
clusing in on the Madisun hare. In July, the
Federal Home Loan Bank Board removed
Mr. McDougal from Madison. According to
ihe Democrat-Gazette, Mr. Tucker's Cas-
lle Sewer nole “was vne of he Lugest sin-
gle llelmquunl Joans on Madison Guar-
unty's books,"

Custle Sewer, ulung \\fllll the entire de
velopment, was guing down the drabn. An
anticipated new highway did not material-
ize. Many of the plols remained unsakl
The sewer system was lulling apart. Some
of Mr. Tucker's lund tirned out 10 be on 4
floud plain.

Loan Is Restructured

“h Madison now in the hands of fed-
the Tucker partnership

renqwau the Castle Sewer deal, argu-
Ing that Mr. McDougal had not fulfilled

slde agreements 1o bring in new sewer und-
waler hookups. The loan was cut io-

$525,000. to the Democrul-
Gazette, the deal was contingen! on new
legislation allowing utilities to raise theic
rutes. In June 1987, Gov. Clinton signed the
bill. Four months later, Mr. Tucker’s e
structured loan was approved.

A year later, Castle Sewer was still
missing paymenis on the
lvan, The $150,000 down payment Is still
owed to Capital Munagement, according to

“the Democrat-Gazette, In June 1989, Mr.

Tucker bailed out, selling his Custle stock
1o a partner for $10,

All this alleged liseal chicanery so far
seems o have had - litthe Impact on
Arkansas voters. Private polls by both psr-
ties show Gov, Tucker with a comfortable
15 point lead wver Mr. Nelson, the GOl
cundidate. Mr. Netson has his own sonmne-
what milder Whitewater prublems. Not
ouly was he oney involved in a land deal
with Mr, McDougal, but he has been eriti-
clied In Avkansas for bringing the Wit
wilter affair to national attention, The Nel
son camp, fearing u backlash Il it raises
Whitewater again, has been reduced o
pruying for an indictment befure the elec-
lion. “We need o miracle,” says o Neban
strintegist, Over at Castle Grande, they'd
seltle fora decent sewer,

Mr. Morrrsos ix o Wall et Jowrnal of -

towrrel peons wepiler
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Rose
“rm fails
" bid for
“ransfer

By demySerer,

judge yesterday re-
1 . to transfer to Little Rock a

involving first lady Hillary
Rodham Clinton's fnrmer law
firm, which is fighting a Res-
olution Trust Corp. subpoena seek-
ing access to the firm's client list.
N‘ﬁ Dlstliiet‘::twjudse Paul L.

man arguments

the Rose Law Firm's attorney, Wal-
ter Stuart, that the case be trans-
ferred because of inconvenience
' and expense, and ordered the firm
to an Oct. 20 hearing in Washing-
ton to show why he should not is-
sue an order giving the RTC
access o its client list.

RTC lawyer Paul Laurenza said
the agency had chosen the federal
court in .a8 a conve-

Washington
?ha t and proper place to enforce
'dsauidhumoritlime
's office had

su alist of clients dating
back to Jan. 1, 1994.

The RTC is looking into con-
flicts of interest involving the firm
where Mrs. Clinton, former Asso-
ciate Attorney General Webster L.
Hubbell, former White House

Atissue is the firm's handling of
a 1989 Federal Deposi

tial conflicts in 1989 concerning

resentation four years ear-
lier of Madison in a separate case
before the Arkansas Securities

Eﬁ:mmrdincmmnpn-
tions

s. is looking into accusa
that agency personnel investigat-
ing conflict-of-interest suspicions
involving the Rose firm did not act
properly — based on the “informa-
tion available to them.”

Mr. Stuart told the court the sub-
poena was too broad, and the ac-
tual list demanded by the RTC
could total between 5,000 and
10,000 clients. “We are likely in-
capable of creating with certain
a list of our clients for the last 10
years,” he said.

In a report issued in February
by the RTC and the FDIC, the firm
was cleared Of any wrongdoing,
although investigators acknowl-
edged during a Feb. 24 Senate
banking committee hearing that
they had not talked with Rose law-
yers “who may be knowledgeable
on this matter”

Under pressure from Republi-
cans, who hrapdeg‘ _the report a

rnonlh 1o represent Madlson Y

' reopen its i.nmﬁsntim .

Rose represented Madison in
1985, four before the thrift
failed. In 1989, the firm rep-
resented the FDIC/n a suit that
accused Frost & Cg., Madison's ac-
counting firm, of negligence in

gal.d.l.ng to detect Madison's trou-

ﬂ- -~

In 1985, Mrs. Clinton was paid
$2,000 a month by Madison's
owner, James B. McDougal, to rep-

«resent Madison before state reg-

presented a preferred stock plan
based on an audit by the Frost

to the regulators, all of whom had
been appointed by her husband.
The government said four years
later the plan was fraudulent..

. At the time, Mr. McDougal and
his wife, Susan, were partners
with the Clintons in Whitewater
Development Corp., an Arkansas
neal estate venture. Whitewater
. and Madison are now under inves-
tigation by independent counsel
Kenneth W. Starr, who is prob!
accusations that Mr McDou
manipulated loans through
S&L and diverted other money to
Mr Clinton’s 1984 gubernatorial

campaign. :
Pauichu.ﬂhck.cuunselmthe
RTC inspector general, has ar-
gued that the agency, which over-
sees failed’ s, does not con-
sider a list of clients privileged,
and that a federal subpoena issued
April 18 was within the RTC's

authority.

Federal authorities said investi-
gators also want the client list so
they can examine other billings
made on government contracts
and scrutinize the firm's dealings
with clients tied to separate finan-
cial institutions.

Investigators also are looking at
possible conflicts of interest in-
wolving Mr. Hubbell, who resigned
in March over billing - discrep-
ancies, and Mr. Foster, whose
death on July 20, 1993, was ruled a
suicide.

Mr. Hubbell personally handled
the 1989 FDIC suit, which initially
sought to recover $10 million in
damages from Frost. It was set-
tled out of court in 1991 for $1 mil-
lion, less than the insurance cover-
age the accounting firm held.

If Mr. Hubbell and Mr. Foster
knowingly made false statements
to get the contracts, the firm —
which was paid $400,000 to rep-
resent the FDIC in the 1989 case
— could be banned from future

Ancient
smelters

blamed
forlead

mms& s WA 2
* Ancient Greek and Romun

modern-day
pollutant.~ |
‘l'hafl the ﬂnd.ing of the latest.
blished in yesterday's edi-

trun the journal Science, to con-
demn the fallout from silver refin-

2,500 years ago.

m""l'h.ls occurrence marks tlae
oldest large-scale hemispheric

gﬂ oumoftheln?u:tml

Revolubon, concluded study au-
"thor Claude Boutron of ance'l
Domaine University.

The ancient Greeh and Ro-
mans have long been suspected of
causing a toxic fallout. = .

Twenty years ago, Clair Pat-
terson of the California Institute of
Technology theorized that wvast
areas of were contami-
nated by lead as a byproduct
of ancient silver refining. . . -

Mr. Boutron took those nnd.inss
a little further, analyzing lead pre-
served deep in Greenland's ice.

Like the Swedes, Mr. Boutron
found that lead suddenly in-
creased hundreds of times above
natural levels 2,500 years ago, and
stayed that high for the next 800
years — corresponding’ to the
Greco-Roman civilizations.

The finding so far north show:
that swirling air masses
the lead from smelters in
ﬁmmd central
tire hemisphere, he

not
onally but across the en-
concluded.

one of history's worst hd pol.tu—
tants, Mr. Boutron said.

“We hadn't how ex-
tensive it could be,” Mr. Patterson
said. “The average person con-
tains 1,000 times more lead in your
body than did your prehistoric an-
cestors.

FANTASTIC HoT A!

o] etk
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Northern Virgin
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. Shows One Target
. Also May Be Witness

e N £t By a WaLL STreET JourNaL Siaff Reporier
e e i% % -WASHINGTON - In the Byzantine
2 ) i _ - . world of Whitewater, one Investigator's
T nenc Tt ot T w0t tatget may be another's witness. -.-- - -
AT N S I -Consider Richard lorio, the Kansas

lution Trust Corp. Attorneys for the Gen-
exal Accounting Office recently attempted
t¢-enlist him in a probe of the RTC's
ingpector general. But Mr. lorio is a target
ofa misconduct probe coordinated by the
| r general.

~ZHe also is a source of information in
Wjitewater Independent Counsel Kenneth
Starr's attempts to sort out the charges of
{gncm chicanery at the heart of the

itewater morass. And Mr. Starr is said
tdbe investigating disciplinary actions the

has taken against Mr. Iorio.

« “How many people are going to get
ifvolved In this investigation anyway?"
wondered RTC spokesman Steve Kat-
Sanos.

+-The RTC and Mr. Starr have expressed

- givings about the GAO's overtures to

r. lorio. In a Sept. 9 letter, the GAQ, an
irfvestigative arm of Congress, asked Mr.
Igrio to *'keep us informed” and report on
“$nformation indicative of the perform-
afice” of the inspector general, and to
“mall relevant documents" to the GAO in

kashington.

The GAOQ described the letter as rou-
tine. “The intent of the letter was to open
the door,” said Lowell Dodge, the GAO's
associate general counsel. "If Torio wants
tq send information, he can.”

Mr. Iorio was one of three RTC field

* Irivestigators put on two weeks administra-
tive leave last month following the high-
prafile Whitewater hearings on Capitol '

. Hill. Critics allege that he and his col-

“nxv-dn| leagues, who were the early force behind

thé RTC's Whitewater investigation, pro-
vided sensitive information to Republican
ldwmakers.
« In'a letter to Mr. Iorio yesterday, the
withdrew its request for immediate
tance, noting that the agency's usual
rof Is to review and assess matters after

o |
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GAO Action - Whitewater -2-: Investigators Probe Each Other

Nevertheless, it is peculiar, to say the least, to have the target of an
investigation report on those who are investigating him.

Iorio was one of three RTC field investigators put on two weeks
administrative leave last month following the high-profile Whitewater
hearings on Capitol Hill. Critics allege Iorio and his colleagues, who were
the early force behind the RTC's Whitewater investigation, provided sensitive
information to Republican lawmakers.

One colleague, Jean Lewis, secretly taped a conversation with a
Washington-based RTC official that Republicans have used to support claims of
political interference in the investigation.

President cClinton and First Lady Hillary Rodham Clinton were investors in
the Whitewater land deal, along with the owners of Madison Guaranty Savings
and Loan, a failed Arkansas thrift.

The affair has taken more twists than a Victorian parlor mystery, inspiring
a host of inquiries into the civil, criminal and political accusations of
impropriety. Dodge insists the GAO, ''in the grand scheme of things,'' is not
a 'player'' in the unfolding drama.

Still, the agency's Sept. 9 missive elicited a cautionary call from an
attorney in Starr's office. The independent counsel, according to sources, is
also investigating the RTC's actions against Iorio as part of its broader
probe. : ©

''He initially thought we ought to get together,'' said Dodge, noting the
counsel's office was one of several agencies that ''misunderstood'' the intent
of the letter.

A meeting, it turns out, wasn't required. ;

A clarifying letter sent today to Iorio withdraws the GAO's reqguest for
immediate assistance, noting the agency's traditional role is to review and
assess matters after the fact.

''While we are clear on the scope of our review, others may not be, '’ Dodge
explains, ''and may have taken the Sept. 9 letter to suggest we were expanding
our role.'

(END) DOW JONES NEWS 09-26-94

3:27 PM :
Ekuk filed by:TAPE(--) on 09/26/94 at 15:31EDT ***%
**%%%* printed by:WHPR(JEL) on 09/27/94 at 08:23EDT #**%x
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RTC Employees Claim Retaliation

Assocuated Fress

Four federal regulators sued the
S&L cleanup agency they work for
vesterday, alleging that the agency
has engaged in a pattern of retalia-
tion against them for trying to ex-
pose waste, fraud and abuse.

The four Resolution Trust Corp.
employees, seeking protection under
federal whistleblower statutes, seek
$2 million in damages. The four are
two lawyers from the RTC's Denver
office, a Dallas-based lawyer and an
asset manager in Valley Forge, Pa.

Others are contemplating joining
the suit, including L. Jean Lewis, the
investigator who prepared criminal
referrals on a failed savings and loan
that mentioned President Clinton.

The lawsuit, filed in U.S. District
Court for the District of Columbia, al-
leges that the RTC systematically has
targeted for retaliation employees
who have testiiied before Congress,
cooperated with General Acrcunting
Office probes or tried *u alert the
agency's inspector geueral to miscon-
duct, waste, fraud ana 1buse.

The suit seeks an immediate in-
junction to end further harassment
and asks that personnel records be
corrected, back pay issued and the
plaintiffs reinstated to their former
posts. It also requests a court hear-
ing within 20 days.

The lawsuit is another public rela-
tions debacle for the S&L cleanup
agency, which has been under in-
tense scrutiny in recent months for
leaks involving the investigation of
Madison Guaranty Savings & Loan
Association—the Arkansas thrift at
the center of the Whitewater af-
fair—and other matters.

“We're aware of the lawsuit, but
we have not seen it and we cannot
comment, specifically,” said RTC
spokeswoman Felicia Neuringer.

“This is like a RICO suit, except
with the RTC, that stands for Retalia-
tion-Influenced Corrupt Organmtwn 3

said Bruce Pederson, a senior RTC‘

lavreer in Denver who has twice testi-
fied auour agency problems Leinre the
Senate Bank'~g Committee. “It's a bu-
reaucratic Mafia.”

Within the last year, documents
obtained by the Associated Press
show, high-ranking RTC officials in
Washington authorized a search of
Pederson’s office computer, a move
he alleges violated his privacy rights.

Another plaintiff, Denver lawyer
Jacqueline Taylor, has been stripped
of her management duties and or-
dered by the agency's top attorney
not to talk to reporters about agency
issues.

Richard Dunn, the asset manager,

alleges that after he reported over-
charges by independent contractors
working for the agency, he was fired
and placed under surveillance by de-
tectives hired by the RTC,
Juan Luis Burgos-Gandia, is on ad-
ministrative leave while agency offi-
cials review their decision to fire
him. Burgos-Gandia contends the
RTC retaliated against him when he
tried to alert officials to the fact that
a law “irm +as overbilling the gov-
eri.ment by charging $1,000 an hour
for S&L cleznup work.

FDA Panel Urges Further Tests
Of Breast Self-Examination Aid

By John Schwartz
Washington Post Stal Writer

An advisory panel to the Food and
Drug Administration recommended
yestenhy that a Decatur, I, com-
pany conduct further tcsis on its
controversial breast-cancer self-
examination aid oefore the FUA ap-
proves the device for sale.

The company, Inventive Products
Inc., had become something of a post-
er child for FDA critics, who point to
the firm's nine-year fight to get the
relatively simple product approved as
an example of an overprotective gov-
emnment bureaucracy stifling innova-
tion and damaging public health.

Breast self-examination to detect
lumps is made more difficult by the
friction of fingers on dry skin, which
is why many women examine their
breasts in the bathtub or shower. In-
ventive Products designed its Sen-
sor Pad—a 9%-inch sandwich of la-
tex-like plastic filled with liquid
silicone—as a “dry lubricant” device
to overcome the friction problem.

But members of the advisory pan-
el said the company, which in 1988
tried to circumvent the FDA approv-
al process by selling the product di-
rectly to hospitals, has never proved
the device is any more effective at

improving users' sense of touch than

using lotion, oil or soapy water.
Speakers and panelists questioned

whether using the device might give

users a false sense of security, Iud- |
ing them to skip mammography |
tests, which catch more cancers |
than the self-exam does. Others not- °
ed it had been tested by only 45 |

women who tried the device on plas-
tic breast models.

Cynthia Pearson, program direc-
tor for the Natiorial Women's Health
Network, said the company's evi-
dence purportedly showing the ben-
efits of the device “doesn’t look
strong at all” and called the compa-
ny's efforts to drum up support in
the community of breast cancer ac-
tivists “exploitation of women.”

But several people speaking at the
Rockville meeting claimed that in
the case of such a simple device, the
agency should let the market decide.
“If some women find it helpful,” said

Washington physician Katherine Al-

ley, “we ought to allow women the
right to purchase this device under
their own judgment.”

Sensor Pad inventor Earl Wright,
64, angrily castigated panel members
at the close of the hearing, but said
his company would work with the
FDA “to see what we have to do.”
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FAA Bars 9 National Airlines From U.S. Sky

Listing Is First-Round Action Arising From Worldwide Safety Survey of 93 Governments

By Don Phillips
Washington Post Statf Winter

The Federal Aviation Administra-
tion today will release a list of nine
countries whose national airlines
have been barred from flying to the
United States because of inadequate
safety oversight.

The listing marks a change in the
administration’s policy of keeping
the names secret. The list was com-
piled as part of a worldwide FAA
safety survey of the 93 governments
that have commercial airliner ser-
vice to the United States. The sur-

TODAY IN CONGRESS

SENATE
Nat in sessian,
Comimittee:
Governmental Atfairs—S 30am
Regulation & government mlormation
subc. Invention marketing scams. 342
Dirksen Office Bidg.

HOUSE

Not in session

Committee.

Joint Economic—9.30 4 m. National
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from July. 2359 Rayburn House Othce

Bidg.

vey is to be completed by the end of
1996.

Belize, Dominican Republic, Gam-
bia, Ghana, Honduras, Nicaragua,
Paraguay, Uruguay and Zaire have
been told over the last few months
that their commercial airliners may
not fly to the United States unless
the deficiencies are corrected.

The nine nations were told that
they may work with third countries
to certify safety compliance or they
may lease U.S. airplanes with U.S.
crews to operate service under the
country name, giving the FAA direct
jurisdiction over safety. Officials said
Ghana, Zaire and Gambia dropped
plans for air service, and the six oth-
er countries have decided to lease
planes and crews.

Four other countries were given
“conditional” ratings that allow them
to continue flying under stepped-up
FAA scrutiny: Bolivia, El Salvador,
Guatemala and Netherlands Antilles.

These nations were among 30 in
the first round of safety assess-
ments; FAA teams are surveying
other countries, including major in-
spections of Russian and Chinese
aviation operations.

Seventeen countries passed mus-
ter, although three will be identified

as givag adequate safety oversight
+n U.S. operations but not to flights
to other countries: Guyana, Marshall
Islands and the Organization of East-
ern Caribbean States, which includes
several Caribbean nations.

The FAA assessments concen-
trated only on governments, not air-
lines. However, an official said it can
be assumed that “if the country does
not hold them to international safety
standards, they probably don’t.”

In its first worldwide survey, the
FAA sent four-person teams to each
nziion for a week or more to assess
whe ther the country has a civil avia-
tior: authority and whether it has the
expertise and willingness to enforce
sare y standards of the International
Civil Aviation Organization (ICAQO).

O the 63 countries still being sur-
veyed, officials said the United
otates has cooperative agreements
with 2 and that they are certain to
be o nd capable. These include the
1% Curopean nations of the Joint
Aviation Agreement, plus Canada,
Japan, Australia and New Zealand.

Several European countries ob-
jected to the U.S. inspections when
they were proposed last year, citing
suvereignty reasons, However, offi-
cials pointed out the United States

can den; landing rights to any na-
tion's airliners and has additional
powers under the safety standards
of the 1944 Chicago Convention on
International Civil Aviation.

Few African, South American or
Asian nations objected, and officials
said many have taken advantage of
the inspections to improve safety. As
a prime example, officials cited Ban-
gladesh, which hired additional ex-
pert staff to oversee DC-10 airliner
pilots and flight safety.

Until now, the FAA has assumed
that if a country certified an air car-
rier, the airline was in compliance
with ICAO safety standards. Howev-
er, FAA inspectors began to notice
incidents and problems.

Finally, FAA action was spurred
by two events. The Jan. 25, 1990,
crash of a Colombian Avianca Boeing
707 on Long Island focused intense
news media and public attention on
foreign airlines.

Additional pressure was applied
by House hearings, led by Rep. Rob-
ert A. Borski (D-Pa.), on “loophole
airlines” that would be allowed to fly
a country’s flag but essentially were
leased aircraft with “pickup” crews.

Several groups and publications
filed Freedom of Information Act re-

RATING NATIONAL AIR SAFETY

of 30 countries assessed by the
Federal Aviation Administration:

Nine did not meet international
standards, and their licensed air
carriers may not fly to or from the
United States:

= Belize

= Dominican Republic
= Gambia

= Ghana

=m Honduras

= Nicaragua

= Paraguay

» Uruguay

u Zaire

Four have conditional acceptance
ratings that allow them to fly into
the United States under heightened
FAA inspections:

» Bolivia

= El Salvador

= Guatemala

a Netherlands Antilles

The remaining 17 countries are
adhenng to international standards:
= Argentina

m Bahamas

= Bangladesh

» Brazil

= Bulgana

= Chile

» Colombia

= Costa Rica

» Guyana

= Marshall Islands

s Mexico

= Organization of Eastern
Caribbean States *

= Oman

= Panama

» Peru

u Ukraine

= Venezuela

* Antigua and Barbuda, 5t Kitts and MNewrs,
51, Vincent and the Grenadines, Dominica,
5t Luoa, Montserrat, Grenada and Anguilla,

quests to get the FAA list, but the
agency resisted until Transportation
Secretary Federico Pena decided
that withholding the information was
inconsistent with the Clinton admin-
istration's “openness” policy.

The State Department still had
qualms and “there was more general
convincing that had to go on,” an of-
ficial said.

i

i |
One FAA official likened the in-
spection program to “exporting safe-
ty.” Increasingly, the FAA and the
National Transportation Safety
Board are being asked by various
countries to help improve airline
safety. They includes Russia and
China, which have experienced sev-
eral aviatiop disasters in the last few
years.




In Cold Pursuit 4

RTC Chases Billions
From Failed Thrifts,
But Nets Small Change
Former S&L Managers Keep

Their Money as Agency
Gets Foiled by the Courts

William Walde's Wild Ride

By ALBERT R. KARR
Staflf Reporter of Tur WaLl STREET JuURNAL
MCLEAN, Va. — When John Reardon
tried to serve William Walde with a sub-

| poena, the former chairman of the failed

Trustbank Savings & Loan hopped in his
Mercedes coupe and sped off - racing
through residential streets in northern
Virginia, shifting lanes, ignoring stop
signs and running red lights. The 15-min-
ute chase ended when Mr. Walde was

| forced to a stop by a school-crossing

guard. Mr. Reardon, who had been follow-
ing. says he jumped out of his car and,
arting as a process server for the Resolu-
tion Trust Corp.. sluck the legal order
under Mr. Walde's windshield wiper.

But the RTC, the government reposi-
tory for failed thrifts, hasn't managed to

| wring a thin dime out of Mr. Walde to help

offset the 520 million in losses arising from
the collapse of the thrift he ran until it was
taken over by the government. For his
part, Mr. Walde remains free, shuttling
between his $750,000 home in Bethesda,
Md.. and residences in Rehoboth Beach,
Del.. and Palm Beach. Fla.

Few Successes

Mr. Walde isn't the only fallen thrift

| executive to elude the RTC. Although the

| S&L disaster is costing U.S. taxpayers an

estimated S150 billion. the agency has had
surprisingly little success in squeezing any
money out of many of the executives who
ran the thrifts. The RTC and its sister
agency. the Federal Deposit Insurance

| Corp.. have collected $3.1 billion from

lawsuits against those thrift managers and
advisers. (RTC officials estimate that their
outside legal fees amount to less than 400
million. ' Some of those managers, such as
Charles Keating of Lincoln Savings &
Loan, are serving prison terms, and some
law and accounting firms that advised the
thrifts have paid big sums. But many of
those who brought about the crisis are
living quite well, thank you, apparently
beyond the reach of the feds.

One reason, as in the case of Mr.
Walde, is that the government isn't accus-
ing him of fraud, but of negligence. Only
about 157 of the thrift failures were caused
by out-and-out fraud, a congressionally
named commission has determined. The
bulk of the failures that involved wrongdo-
ing were caused by reckless business tac-
tics that fall into the category of negli-
gence, RTC officials say.

But even though the law empowers the
agency [0 recoup some taxpayer losses
from negligent managers, the agency has
often been {rustrated in its efforts to do 5.
Moreover, the RTC has been similarly
stymied in wringing cash out of some of
those who have been convicted of fraud -
including Mr. Keating.

‘Doomed to Disappointment’

Speaking of the stumbling assault on
S&L wrongdoers, one RTC lawyer con:
cedes that the agency’s strategy “hasn't
gone according to plan.” And William

| Seidman, the first RTC chief, savs those
i who expected to get substantial recoveries

from managers and directors of failed
thrifts “are doomed to disappointment.”

The tortuous case agains! Mr. Walde
illustrates how the RTC's recovery efforts
CaN run aeTound.

Soon after the RTC took over Trusi
in 1991, the RTC says Mr. Walde
substantial portion of his assets beyond
government’s reach. He created a $6 m?
lion trust for his then school-age children.
including 2 long list of real-estate proper-
ties. The RTC, in a suit filed against Mr.
Walde in Alexandria., Va.. calls the trust a
"charade,” noting that Mr. Walde has ex-
tracted management fees and rental in-
come from it, alung with funds to cover
some of the costs of the RTC litigation.

Shifting Fortunes

The role of the original trustee, Char-
lotte Rae Weiss, Mr. Walde's sister-in-law,
hasn't ever been clear. The RTC has
argued in court papers that it is Mr. Walde

| himself who controls the trust. In January .

two days after the RTC filed its suit against
Mr. Walde, 895,240 was wired from the
trust to a law firm advising his wife, Gay.
in RTC litigation (she was also sued as &

| director of the failed thrift), and another

$97,890 was withdrawn from one of the
trust’s accounts. Mr. Walde's attorney,
Thomas Buchanan, says this money was
later deposited in another account.

Last November, in a letter to one of Mr.
Walde's attorneys, Mrs. Weiss's lawyer
said the trustee had ‘"reason to believe
that the Walde children weren't benefiting
from the trust property. And she later
testified in a deposition that Mr. Wald~
controlled the trust and often took mone
out of it.

The RTC also accused Mr. Walde of
moving his retirement account to the Dis-
trict of Columbia to enjoy the immunit:
from attachment that the district gives
Keogh accounts. Mr. Walde disputes this.
saying retirement accounts would be pru
tected elsewhere. His attorney, Mr. Bu-
chanan, also says Mr. Walde had wanted
to set up the children’s trust for years, and
that, as a real-estate expert, il is onl
natural he would manage it.

Mr. Walde's complex financial rear
rangemenis — as well as the early 1992 e
chase — appear (0 have been unnecessary .
A federal cour! in Alexandria recently
dismissed the RTC case against Mr, Walde
and other Trustbank directors and off:
cials, on the grounds that the applicable
Virginia statute of limitations on the bad
lending had run out vears ago. The RTC
has appealed the case in a federal appel-
late court in Virginia, claiming there are
grounds for an exception.

The RTC went 1o considerable legal
lengths o get around the Virginia statute's
expiration, but the court didn't buy its
arguments. The legal problem is just one of
several Kinds of difficulties caused by state
laws that serve to protect many former
S&L officials from federal litigation.

“They're making it difficult to main-
tain & consistent [legal! approach to the
same Kind of conduct,” from state to stale,
savs Thomas Hindes. an RTC assistan
general counsel.

The RTC had hoped that Congress
would extend the statute of limitations for
cases like Mr. Walde's. But in July, after
heavy lobhving by former S&L officials
and insurance firms, House Senate con-
ferees said the agency could reach back in
cases involving fraud, but not those that
nvolved some Kind of negligence.

Foiled Again

The RTC has been foiled elsewhere.
t00. The agency attempted to sue a trust
valued at between $500 million and S1
billion. set up by Caroline Hunt, a sister of
the Texas silver kings. The RTC contends
that the trust, tied to the failed Southwes!
Savings Association in Dallas, reneged on
an obligation to shore up the thrift's fi-
nances. The RTC is tryving to prv loose
sorne money, but hasn't had any success in
breaking the legal barriers that surround
the trust.

Another RTC target, William Smith. a
director of failed Pelican Homestead Sav-
ings & Loan in New Orleans. was ordered
by courts to pay $1.6 million, but hasn’t
paid anything because he is insolvent. Mr.
Keating. who is serving a prison term of 12
vears and seven months for a criminal
conviclion, also has pleaded poverty, de-
spite rumors that he has 570 million
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a

=

THE WALL STREET JOURNAL FRIDAY. SEPTEMBER 2, 19¢




—

A Specia! Weekly Report From
The Wall Street Journal's
Capital Bureau

SUPPORT ERODES among Republicans
for approving a world-trade pact this year.

Texas Sen. Gramm, a free trader, now
says he prefers that Congress wait until next
vear to approve GATT. Gramm says he
wants to be sure the pact’s costs are paid for
“1007 with spending cuts.”” His remarks
follow Semate Republican leader Dole's
statement that there isn't any compelling
Teason to vote this year.

A business group, Alliance for GATT
Now. tries lo decide who should approach
Dole to argue against delay. *'I just think we
need to sit down and have some serious
discussions,” Dole says. Groups out to kill
GATT run TV ads in Nebraska, lowa, Mon-
tana, North Dakota and South Dakota - as
well as in Clinton's vacation spot, Martha's
Vineyard.

f Asked if the president will press for
passage of GATT this year, Press Secre-
| tary Dee Dee Muers says, “Absolutely."

| ON THE EDGE: A last-gasp push for a
telecommunications bill faces hurdles.
Lobbying against the bill backed by Sens.
| Hollings and Danforth is expected to step up
| when Congress briefly returns. The U.S.
| Telephone Association, state regulators,
| consumer groups and others complain that
 the bill would impose too many regulations.
It also "certainly will push phone rates up,”
| savs Idaho regulator Joe Miller.
| With elections near, lawmakers aren't
| eager 1o make tough choices that could
anger various phone-industry, union and
consumer interests. Democratic Sen, Met-
zenbaum still plans a hearing on the bill this
month. And Danforth can’t count on help
| from Dole, who was mad that the Missouri
| Republican backed the crime bill,

CLINTONITES COMPLAIN he doesn't
get his due for the stock rebound.

Clinton is blamed when the market drops
but gets no credit for the recent rise, aides
| gripe. “'Is he responsible” I would say no.”

says Fuji Securities chief economist Sam
Kahan. citing the Fed's inflation fighting.
One cynical view even credits Clinton's
health-care setbacks. While the overall mar-
ket rose 3% in August, health-care stocks
were up more than twice as much,

Signs of slowing growth ease market
fears of another Fed rate rise soon, but that
could change as early as today if new jobs
data are strong. The Congressional Budget
Office predicts the Fed will raise interest
rates another 1 to 1.5 percentage points “in
order to slow the economy 10 @ sustainable
pace.” That is more than the White House
and many private economists expect.

New Fed Vice Chairman Blinder,
stung by hints of conflict with Green-
span, tells a Fed meeting that their anly
differences were that he went whife-a-
fer rafting m Wyoming while the Fed

chicf golfed there,
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| INSIDE AGITATORS? Counterintell:
gence specialists at the Defense Intelligence
| Agency worry that Castro is sending provo
| cateurs to stir up the Cuban refugees de
| tained at the U.S. Navy base al Guantan-
| amo. Riots at the base “will be Castro’s next
move,” predicts one Pentagon official.

BABY NUKES: Pentagon officials push
to create a loophole in the test-ban treaty to
permit tests of tiny nuclear warheads under
an interpretation that they are nonexplu-
sive. The Energy Department, environmen-
tal groups and a panel of outside scientists
warn that the tests would be a new way for
countries to hide nuclear programs.

KNOW THY ENEMY': The Christian Coa-
lition, fearing a fall reprise of attacks from
Democrats, plans a pre-emptive TV ad to try
to fend off the expected assault. The coali- |
tion’s ““Road to Victory™ conference later |
this month in Washington promises to bring
new attention to the religious right.

|

THEME OF THE WEEK: Seeking to put |
the Demaocratic Party more in tune with the
administration, White House staff chiefl
Panetta holds a “'message meeting” each
Thursday to lay out political themes for the
week, followed by a tactical session with
cabinet members like Housing chief Cis-
neros and Commerce Secretary Brown.

SANCTIONS LOOM as the U.S.-Japan
trade fight worsens,

TU.5. negotiators see no progress on Japa-
nese government purchases and autos,
though Tokyo holds out hope for a deal on
insurance issues. Japan hasn't responded to
a U.S. proposal, made six weeks ago, to
reform purchasing practices, a top U.S.
official complains. If a deal on such prac-
tices isn't cut by Sept. 30, sanctions could
follow.

That also is the deadline for the U.S. to
name “‘priority’* countries for investigations
under a tough trade law. It is “politically
unimaginable” that Japan won't be named.
says Linn Williams, a former U.S. trade
negotiator who predicts the action will back-
fire. The dollar’s recent stabilization further
emboldens the U.S. to take a tough line
toward Japan.

Japanese delegafions are due i the
CUS. next week, including trade minister
*Hashomoto, who is seen as a potential
deql maker,

MINOR MEMOS: A T-shirt lists the
top 10 reasons Clinton vacations at Martha's
Vineyard, including: “'The crabs are in the
mud, not in the Senate.” ... Comedian
Mark Russell describes the health-care plan
of some Republicans as “Just say no to
illness.” . . . Innewly released transcripts of
1957 Fed meelings, then New York Fed
President Gerrv Corrigan based his con
cerns about the economy on “Kentucky
windage,” meaning: “You throw a piece of
grass up, and vou see which way it blows,”
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stashed abroad. The RTC says it is still
interested in grabbing any money he may
have. under & $4.3 billion judgment.

The FDIC. which took over failed thrifts
before the RTC was formed in 1389, has
had similar troubles trying to sue some
former S&L executives. A Tyler, Texas,
jury recently found that John Henderson
Jr. was grossly negligence and breached
his duties as head of two Texas thrifts,
finding that he should pay $7 million in a
failure that produced over $100 million in
losses. But the court then ruled that the
state’s statute of limitations had run out
before the FDIC took over the S&Ls.

RTC critics also argue that the agency
shouldn’t have pursued so many negli-
gence cases. Even Mr. Seidman, the for-
mer chief, says, "'If we made any mistake,
it was in suing too many people. Very
often, it wasn’t cost effective.”
Comfortable ‘Dark Hole'

For his part, Mr. Walde charges that
the RTC is “'out of control” in its pursuit of
former thrift executives. Mr. Buchanan,
his attorney, says the agency is driven
“solely by politics”” and that it pressures
defendants to “"cave” rather than incur
huge legal expenses. !

Mr. Walde blames the RTC for adding
to his financial woes following the failure
of Trustbank. “I'm struggling to work my
way out of a dark hole.” he says.

If so, it is a dark hole many might
gladly erawl into. His Rehoboth Beach
home 15 & large, two-story house with a
swimming pool, its own floating dock and a
boat on the canal that runs behind the
property, And the Bethesda house, bought
after the Trustbank failed, is one of a
string of large new homes in the Goldsboro
Heights area. It has a heated outdoor

swimming pool. sauna and exercise room. |

A full-time housekeeper keeps the place
tidy, and a 86.000-a-vear homeowners' as-
sociation tends the grounds. Mr. Walde
belongs to swimming, tennis and golf clubs
in Rehoboth Beach, and to the Columbia
Country Club in Chevy Chase, Md., which
collects §3,120 a vear in dues.

His Palm Beach residence, valued at
$400,000, is & tan stucco condominium on
South Ocean Boulevard. The RTC says that
while he operates from Bethesda, he has
declared Florida his legal address —appar-
ently to use @ state law that shields one’s
heme from legal judgments,

Mr. Walde, who built Trusthank into a
regional powerhouse in the 1950s. recently

| estimated his net worth to be 577,000, down

from §31 million before his troubles began.
But that doesn't include the trust he set up
in his children’s names. Furthermore. Mr.
Walde didn't follow “normal’’ accounting
procedures when calculating his net worth,
his lawyer admits. The RTC knows “he’s
worth millions,” Mr. Buchanan. the attor:
ney, says, adding, “‘He couldn't have hired
us if he's a pauper.”

The RTC, in court papers, points to Mr.
Walde's role in the Trustbank collapse
The agency says that Mr. Walde and eight
other Trustbank officers and directors
caused the thrift's losses by making $58
million in loans to Equity Program Invest-
ment Corp., or Epic, a subsidiary of Com-
munity Savings & Loan, a Maryland thrift
that failed in 1985. The RTC says the loans
were made in “'grossly negligent fashion,”
often skipping even rudimentary under-
writing, while also violating federal rules
limiting lending to a single borrower. Even
after a “supervisory agreement’” with fed-
eral regulators to curb those loans, Mr.
Walde's 3&L made an additional $45 mil-
lion in loans to Epic. Such lending typified
overly aggressive thrift practices that
caused many failures.

The agency called Epic a “real-estate
Ponzi scheme,” that defaulted on many
loans, including those from Trusthank.,
and caused the more than 300 limited
partnerships to fail when it collapsed.

In an interview, Mr. Buchanan argues
that Mr. Walde was a victim of fraud
perpetrated by Tom J. Billman, Commu-
nity's chairman and principal owner. He
also notes that many other lenders were
bilked by Mr. Billman. But Jay Stephens.
the outside attorney handling the Walde
case for the RTC, argued in a recent court
hearing that Messrs. Walde and Biliman
had a “special relationship,” each some-
times borrowing from the other’s thrift,
Mr. Billman is currently in jail.

Loans to Epic were given little scrutiny.
The lending was arranged by David Neal.
a former Trustbank president. and ap-
proved by the chairman. Mr. Walde. in &
1982 letter invblving a real-estate partner-
ship between "Trustbank and Epic, said
that Dominion Federal Savings & Loan
(later named Trustbank) agreed to extend
a §300,000 mortgage on Mr. Billman's home
at a rate that was three percentage points
below the prime rate.

Messrs. Walde and Neal both got loans
from Community Savings, Epic’s parent.
the RTC said. Mr. Buchanan says that Mr.
Walde didn’t know Mr. Billman, and met
him only once.

But with the RTC's case against Mr.
Walde dismissed, these dealings are likely
tofade into S&L history. As the RTC threat
fades. Mr. Walde seems to be bouncing
back into the real-estate business, picking
up an orange grove in Florida, and explor-

! ing other deals closer to home.

And. in & odd twist, he petitioned the
Judge involved in his case to impose sanc-
tions against the RTC for acting irrespon-
sibly in certain respects. But that reques:
was denied.

4

THE WALL STREET JOURNAL FRIDAY, SEPFTEMBER 2, 19,




Arms and the Men~|

Russia Combines War |

And Peace to Reclaim |
Parts of Its Old Empire

The Military Sells Weapons |
And Ministries Set Policy
To Preserve Influence

Pop Music Instead of Gunfire

By NEELA BANERJEE

Staff Reporter of Tig Wast STRERT Jotk~a

DUSHANBE, Tajikistan — Three years
after the splintering of the Soviet Union,
Russia has reconstituted a version of the
old U.5.5.R. through a canny and ruthless
mix of war and peace. ;

The best example of how Russia com- |
bines its army’s influence and its foreign
minisiry’s peacekeeping 1s Tajikistan, a
muuntidinous nation of five million border-
ing Atghanistan. In 1992, a ferocious civil
war tore through the country. At the height
of the conflict, Russia provided one side
Wwith the heavy weaponry needed to win,

As elsewhere, the reasons behind this
form of Russian military intervention were
simple: the chance for some of the Russian
military to make lots of money, and 1o
ensure an obedient. or at least friendly, |
neighboring regime. After the loss of the |
suviet Union itsell and forced to end its
nearly 50-year military presence in Ger-
many and Eastern Europe, the army real-
ized “that empire can't exist without terri-
ory.” says Sergei K. Oznobichtchey, head |
af the Center for International Security ‘

Prublems at the USA-Canada Institute in
Muscow,
Once the Russian arms sales in Tajiki-
stun proved decisive, Russian troops there |
switched roles: Last vear, more than 15,000 |

Russian soldiers and border guards took
up positions as peacekeeping forces. More
important, they established Russia's pres- |
ence in Central Asii. Savs Brigadier Gen- |
eral Valery Patrikevev, head of the peace-
keepers. “Tajikistan’'s borders with Af-
ghinistan are Russia’'s borders,”

From Russia and Loved

In the capital of Dushanbe, several
hundred Russian officers are billeted in
the Hotel Tajikistan, whiling away their
nights gulping vodka and occasionally
brawling in the basement bar.

That kind of loud, swarming presence
would anger the citizens of many occupied
lands. Butin Tajikistan, the Russians have |
wun over most people by ending the civil
war. After the Russians arrived, the sound
of gunfire after dark has been replaced by
bad Swedish pop music blaring from car
stereos. Amid afternvon shoppers, Rus-
sian soldiers stroll, clearly unarmed, in
their camouflage uniforms bearing the
Skyv-blue peacekeepers’ patch on their
chests,

“It's @ good thing that the Russians are
here. If they lefz, that would be the end of
Tajikistar = says Gulva Hassanova, ‘20

vears old. who remained in Dushanbe
through the war. “We don't see them as
foreigners. We think of them as our |
own.” |
Russia’s Foreign Ministry concedes
thatthis pattern of military meddling, then
peacekeeping, is bevond its control, for the
Russiin army holds the upper hand in a
vital area: gun sales. Units located in the
old republics routinely sell guns during
civil-war conflicts, relegating the Foreign
Ministry to mopping up with peacekeeping
tresties onee the outcome was clear, “The
Juic Ty units have great influence in
theit wr recions, Thev're like Kings.”

Says one senior Foreign Ministry othical,
“It's hard for the Ministry of Defense to
control them, and it's even harder for
us.

Indeed. diplomats and officers alike
point out that the breakdown of authority
plaguing the rest of Russian society s
creeping into the once highly diseiplined
armed forces. Says First Deputy Foreign
Minister Anatoly Adamishin. *'Local units
act with the approval of generals [in
Moscow| —and often, without.”

To be sure, the Defense Ministrv for-
mally bristles at suggestions that the army
is beyond its control. Nevertheless, discys-
sions with senior officials in the Russian
government and military, Western diplo-
mals and aid officials give convincing
details of the military conducting far-flung
intervention without ministry oversight.

Russian military meddling has been
made easy by the fact that there are
thousands of Russian servicemen remain-
ing in former Soviet states. Russia has
brought home some of these veterans of
the old Soviet army in recent years, but the
process of demobilization is slow, expen-
sive, and few job prospects exist for the
returnees,

When ethnic clashes broke out in sev-
eral former states, Russian soldiers sta-
tioned there were told to remain neutral
unless attacked. But no policy makers
could stop them from dealing arms. Even
senior Russian officers concede this oc-
curs, although they dismiss such episodes
as isolated. "We try to adhere to neutrality
in these conflicts, because in theory, it's
best,” Gen. Patrikevev savs. “But adher-
Ing o it, in reality, is very hard. There are
all kinds of people in the army, including
criminals who sell arms.”

Tajikistan 1s a land where people walk
miles to fetch water and where donkeys
are slightly more common than cars. But
millions of dollars’ worth of minerals lie
below the arid earth, and Tajikistan sup-
plies cotton to Russian factories. More-
over, once Russia lost Afghanistan, Tajik-
istan stood as Russia's buffer against
South Asia.

In August 1992, long-buried clan and
political enmities exploded. The war in
Tajikistan was cast as a battle between
nec-Communists and a coalition of intel-
lectuals and moderate Muslims, but most
observers agree that it was an old-fash-
ioned clan fight: the Popular Front, sup-

ported by a clan that had supplied the
Soviet elite, against the dizenfranchised
Garmis and Pamiris. Pitched battles cen-
tered on the city of Kurgan Tyube. The
entire war was fought by bands of 7,000 to
8,000 men on each side, armed mainly with
automatic rifles.

Military Meddling

Atfirst, the Russians armed bath sides.
but they eventually grew suspicious of the
Garmis’ links with Muslims, fearing they
would turn extremist if thev came to
power, Because the Popular Front had
links 1o the old Soviet leadership of Tajiki-
stan. it also had closer ties to the Russian
army. The Russians ultimately aligned
themselves with the Popular Front. In late
1992, just as it seemed that the Garmis
would capture Kurgan Tyube, the Popular
Front appeared in the field with 10 Russian
tanks and armored personnel carriers.
recalls a senior foreign diplomat in Tajik
istan.

Russian army spokesmen portray the
incident as a mutiny among soldiers in
Kurgan Tyube who were sympathetic to
the Popular Front. but the diplomat Sitys
that “every time there was a new battle,
the Popular Front had more armored vehi-
cles. They weren't just getting tanks. but
spare parts and fuel, none of which would
have been possible in a rebellion. There
was a whole logistics train behind it. an
obvious concerted effort down there by the
Russians.”

P

| Popular Front. By December 1
Popular Front won the war. Its sup
now form the Tajik government and
members are part of the Tajik Interior
Ministry forces. The war left an estimated

Within davs. Kurgan Tyub

| 20,000 dead and drove another half million
| from their homes,

| conflicts that the Russians resolved in

Military Muscle

Tajikistan 15 only one in a string of

| their own favor by applying some military

|
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muscle. In June 1992, ethnic Russians in
the breakaway Moldovan province of

Transdniester clashed with Moldovan gov-
ernment forces. Russia’s 14th Army sup-
| plied men and heavy weapons o the

Transdniester side. As a resull, the Moldo-
van government forces were repelled and
Transdniester is now a de facto autono-
mous state.

Also in 1992, Georgia was drawn into a
war with its rebellious state of Abkhazia.
While the Russian Foreign Ministry nego-
tiated cease-fires between the Georgians
and Abkhazians, Russian army officers
supplied Abkhazian forces with tanks and
armored personnel carriers. The Abkha-
zians violated the truce in October 1992 and
defeated the Georgians. “'Russia’s official
position was for the territorial integrity of
Georgia,” says Valerian 8. Advadze. Geor-
gla's ambassador 1o Moscow. “But it's
widely known and acknowledged in Russia

“ that Russian citizens fought in the war and

that Russia supplied arms. It's the same all
over the old republics.”

Moscow now has more than 20,000
peacekeepers in Tajikistan, Georgia and
Moldova. Indeed, some units accused of
supplying arms in a particular country
now constitute part of the peacekeeping
forces there, such as the 201st Motorized
Division in Tajikistan. But their past
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RTC sued by four workers
who tried to expose abuses

ASSOCIATED PRESS

Four officials of the Resoluton Trust
Corp. sued the savings and loan cleanup
agency yesterday, accusing it of retaliating
against them for trving to expose waste,
fraud and abuse.

The four RTC employees, seeking pro-
tection under federal whistleblower stat-
utes, want $2 million in damages. They in-
clude two lawyers from the RTC's Denver
office, a Dallas-based lawyer and an asset
manager in Valley Forge, Pa.

Others are contemplating joining the
lawsuit, including L. Jean Lewis, the Kan-
sas City, Mo., investigator who prepared
criminal referrals that mentioned Presi-
dent Clinton in the case of a failed Arkansas
savings and loan. )

“Ultimately we anticipate haw:ng as
many as 10 people in this suit]" said Jeff
Ruch, executive director of the Govern-
ment Accaumabillty Project, a whistle-
blower protection group.

“I have talked to the Government Ac-
countability Project, and we are giving con-
sideration to joining their lawsuit,” said Mi-
chael Forshey, Mrs. Lewis' attorney. “We
have not mau: a final decision yet”

"Ie Jawsuit, filed in U.S. District Court
in Wagiington, savs the RTC sytematicall'
idi geied 10T retaiiation employees who tes -
tified before Congress, cooperated with
General Accounting Office probes, or tried
to alert the agency’s inspector general ©
misconduct, waste, fraud and abuse.

The suit seeks an immediate injunction
to end further harassment and asks that
personnel records be corrected, back pay
be issued and the plaintiffs be reinstated to
their former posts. It also requests a court
hearing within 20 days. 3

The lawsuit is the latest public relations
debacle for the RTC, which has been under
intense scrutiny in recent months for leaks
involving several cases, including the in-
vestigation of Madison Guaranty Savings
and Loan Association, the Arkansas thrift
at the center of the Whitewater affair.

“We're aware of the lawsuit, but we have
not seen it and we cannot comment specifi-
cally” RTC spokeswoman Felicia Neurin-
ger said.

“This is like a RICO suit, except with the
RTC, that stands for Retaliation Influenced
Corrupt Organization,” said plaintiff Bruce
Pederson, a senior RTC lawyer in Denver
who has twice testified about agency proh—
lems before the Senate bankmg commmee
“It's a bureaucratic mafia”

RICO, the Racketeer Inﬂuenced and
Corrupt Organizations Act, was intended
as a legal weapon against mobsters and in
recent years has been used by prosecutors
in several financial cases unrelated to or-
ganized crime.

Within the past vear, documents ob-
tained by the Associated Press show, high-
ranking RTC officials in Washington au-
thorized a search of Mr. Pederson's office
computer, which he says violated his pri-
vacy rights.

Another plaintiff, Denver lawver Jacque-
line Taylor, has been stripped of her man-
agement duties and ordered by the
agency's senior lawyer not to talk to report-
ers about agency issues.

Richard Dunn, the asset manager, says
that after he reported overcharges by inde-
pendent contractors working for the
agency, he was fired and placed under sur-
veillance by detectives hired by the RTC.

The fourth plaintiff, Dallas lawver Juan
Luis Burgos-Gandia, is on administrative
leave while agency officials review their
decision to fire him. Mr. Burgos-Gandia
says the RTC retaliated against him after
he tried to alert officials to the fact that a
law firm was overbilling the government
by cﬁlarsins $1,000an hour for S&L cleanup
work.
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Clinton’s pen works OT

as summer winds down
President signs bills worth $120 billion-plus

By Frank J. Murray

THE WASHINGTON TIMES

While all eves focused on tue coime bill
and the health care stalemate during Wash-

waton’s August getaway, President Cli .ton

quietly kept moving the paper that ruels
governmient.

With little notice and no lanfare, the
presigem Zigned Zuwo 0w 22 bills that will
provide upwards of $120 billion for vital
services as well as fluff and pork.

Tra i
broad authority to curb “unfair” advertis-
ing except in public policy cases, such as
restrictions on liguor or tobacco ads.

® Cut federal regulation of intra- and in-

! terstate trucking companies, which costs

the industry and taxpayers $8 billion a year
in “unnecessary regulatory” expenses, ac-
cording to White House Staff Secretary
John Podesta.

& Fund 1,000 or so Army Corps of En-

‘gineeis watzr development projicts mem-

bers of Congress seek for their districts,
anr. authorize 5 % billion for airport im-
provements by the Federal Aviation Ad-
ministration.

# Fund Radio and TV Marti with $25 mil-
lion and the new Radio Free Asia with $10
million in an appropriation measure for the
courts as well as the Commerce, State and
Justice departments.

Mr. Podesta, who regulates the flow of
legislation and other official messages to
the Oval Office, said Mr. Clinton signed
most of the 20 bills in the hours before
departing for vacation — including 12 bills
on getaway day.

They included the $13.8 billion foreign
aid bill that allotted $50 million for Rwanda
and £99 million for Jordanian debt forgive-
ness to reward King Hussein for acquies-
cence to Israel, which some senators didn't
know was in the bill.

“1 think it is unfortunate that, on two

matters of significant national interest, the |

administration basically blindsided Con-
gress,” said Sen. Mitch McConnell of Ken-
tucky, ranking Republican of the Appropri-
ations Committee.

The FAA's $21.9 billion authorization also
prohibits gambling on international flights,
requests that the president prepare forces
to defend South Korea and asks the Equal

Employment Opportunity Commission to
withdraw proposed guidelines on religious
harassment.

A bi" guthorizing $75.3 —illion for haz-
ardot s materials tronspor ation safety pro-
gram’, carried & provisioa eliminating re-
quire.nents for trucking cuispanies to
obtain uzeness and file tariffs from the In-
terstate Commerce Commission. Another
bill completely unrelated to trucking effec-
tively eliminates federal regulation of
intra-state trucking.

Mr. Podesta has interrupted the pres-
idential vacation with Federal Express
packages requiring immediate action, such
as the executive order setting up an emer-

gency board to deal with the 7-week-old
strike on Canadian Pacific Ltd’s Soo Line
Railroad and the proclamation on federal
civilian pay raises.

As of yesterday, every bill delivered to
the White House clerk from Congress had
been signed and anything less than an
emergency was being held until after La-
bor Day, Mr. Podesta said. A ceremony is
planned for signing the crime bill.

“I'm holding a bunch of stuff. If it doesn’t
need to be done this week, I'm holding it.
We're really trying to keep off his back,”
said the presidential assistant, whois alaw-
yer and a former staffer of the House Judi-
ciary Committee.

He clears bills through the Budget Of-
fice and solicits formal clearance from af-
fected agencies on whether Mr. Clinton
should sign the bill, hold a ceremony or
notify an affected party before writing a
summary for the president.

Although Mr. Clinton enjoys leaving the
impression that he knows all the details,
Mr. Podesta admits the president has been
stumped.

“I've sat there with him as he signed bills
when he's asked *What is this*' " Mr. Po-
desta said without saying which issues did
the trick. “I don't think he knows every-
thing that's in every bill"”

Press releases are issued on a minority
of the bills signed, but there seems to be no
pattern in what is made public.

“It depends on the timing. . . . Generally,
it's the things we disagree with that get
written statements, such as when the pres-
ident notes exception to a provision that
amounts to a legislative veto,” Mr. Podesta
said.




Fugitive
hid out
with judge
H

A D.C. traffic judge last year
may have unwittingly housed a fu-
gitive who ran a multimillion-
dollar drug network in Detroit be-
fore fleeing.

William “Big Mac” McReyn-
olds, who is suspected of running
a cocaine-and-heroin network in
Detroit, stayed in the Bethesda
home of Judge Leon Larue from
December 1992 to January 1993,
according to federal and Michigan
authorities.

The judege, who has since re-
idred, kicked out Mr. McRevnolds
arier he “wore out his we.comy.”
an investigator said. But author-
ities think Mr. McReynolls may
still be hiding in this area.

Federal investigators met with
Judge Larue, his sister and his
girlfriend at his Topaz House
apartment June 2 to try to learn
where Mr. McReynolds went.

The judge's memory is faulty
because he suffered serious head
injuries last year in a car accident
that forced his retirement, and he
could not lead investigators to the
fugitive,

Judge Larue could not recall
see JUDGE, page A17

By Brian Reilly

THE WASHINGTON TIMES

JUDGE

From page Al

how he knew Mr. McReynolds, ac-

cording to documents obtained by
| The Washington Times. The judge
remembered he had known him
“for a long time."

“We don't know how that friend-
ship developed, but the judge used
to go out to Detroit to visit Bill, and
Bill visited the judge,” said Ellis
Stafford, a Michigan State Police
detective who interviewed the
judge.

The link to the judge is the only
solid account of Mr. McReynolds’
whereabouts since he dodged
Michigan police nearly two years
ago.

“We've run into a dead end,” said
a federal agent searching for Mr.
MecReynolds. “Since he left La-
rue's, w='ve had a real cold trail”

Detective Staftorc said Mr
McReynolds was far froi: a typi-
cal drug dealer. He owned « small
| market in Detroit. He favsied the
most expensive restaurants and
waz an avid golier, skier and
boater. He often took trips to Eu-
rope.

He is savvy and articulate, the
detective said. He never was vio-
lent and never carried a gun.

“All things being as they are,
he's a cut above,” Detective Staf-
ford said. “That's why so many
people never suspected him.”

Michigan State Police raided
Mr. McReynolds’ Detroit condo-
minium Nov. 25, 1992. They did not
find him but seized $2.7 million in
assets, including twc nomes and a
] 48-foot powerboat.

“Ile’ been on the run ever
since,” Detective Stafford said.

Mr. McReynolds, 45, is probably
| still living the good life, dining at
| fine restaurants and boating, in-
| vestigators said.

William McReynolds
favored the most

“He's a verv high-profile guy
and loves sailing,” a federal agent
said.

Detective Stafford said that if he
is not in the District, Mr. McReyn-
olds might have headed to the Ca-
ribbean, where he would revel in
the beaches and nightlife.

Mr. McReynolds' girlfriend,
who works at a U.S. Equal Employ-

| ment Opportunity Commission of-

fice in Detroit, told investigators
she does not know where he is.

With John Yopp of Arizona, Mr.
McReynolds is suspected of bring-
ing up to 2,200 pounds of cocaine
and heroin — worth approx-
imately $20 million on the street —
to the Detroit area from Califor-
nia, according to a warrant for his
arrest. Police broke the drug ring
two years ago, ending an *®-month
investigativn of Yopp and Mr.
McF.eynolds.

Yopp has tcea sentenced to iife
in prison, and seven others have
been arrested. Mr McReynolds,
who faces life if convicted, is the
only loose end.

Detective Stafford suspects Mr.

| McReynolds is in the Washington

area. He noted that Mr. McReyn-
olds came to the District several
times over the years and was ar-
rested and charged with assault in
Alexandria in 1977. The outcome
of that charge could not be deter-
mined last night.

Mr. McReynolds s 6 feet tall and
weighs about 180 pounds. A task
force of police and federal agents
known as the Southeastern Mich-
igan Conspiracy Organization is
offering a 35,000 reward for his
arrest.

Anyone with information on his
whereabouts should call the D.C.
Joint Fugitive Task Force of police
and federal agents at 202/252-7278.

| expensive restaurants
- and was an avid

| golfer, skier and

| boater.
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