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PREFACE

The central question that faced the Special Committee is: Did Bill
Clinton misuse the powers of the Presidency? The answer is a clear and
unequivocal "no."

A secondary question is whether, prior to his election as President,
Mr. Clinton used his official position in the State of Arkansas improperly to
provide favored treatment to business associates or others. In its exhaustive
review of various allegations extending back to the 1970s in some instances,
the Committee examined in excruciating detail a number of matters in
Arkansas ranging from the handling of water and sewer legislation to state
regulation of the sale of alcoholic beverages. Again, the clear conclusion is
that then-Governor Clinton did not abuse his office.

Having failed to tarnish the President, the Majority turned its attention

to Mrs. Clinton’s private law practice in Arkansas more than ten years ago.
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The Majority launched a massive hunt for some way in which to contradict
statements made by Mrs. Clinton during the last four years. Again, no
credible evidence has been put forward to show that Mrs. Clinton engaged in
any improper, much less illegal, conduct.

The public deserves an objective report that separates the facts
developed in the Senate Whitewater inquiry from the superheated and
untenable conclusions that pervade the Majority’s report. Unfortunately, the
extension of these hearings directly into the presidential campaign season has
provoked a high degree of partisanship, which has undermined the objectivity
of this investigation. Partisanship has colored the Majority’s decisions in
conducting the inquiry and in reaching conclusions that clearly are intended
for political impact. It is now evident that this Committee’s business easily
could have been concluded within the original February 29, 1996 deadline.
When a parallel situation presented itself as the Iran-Contra hearings
threatened to spill over into the political season, Democrats concurred in
bringing the hearings to a prompt close. That was the right decision and one

that future Senate committees should follow as a more worthy precedent than
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the Whitewater example.

The Majority’s pattern throughout these hearings has been to construct
conclusions first and then to discard the facts as they become inconvenient.
One after another, the partisan conspiracy theories about Whitewater -- from
the alleged shredding of documents at the Rose Law Firm, to the so-called
"mystery phone call," to the "all-important" White House e-mails -- have
turned into dry holes.

Lacking any credible case against the President, the Majority is now
engaging in a blatantly political game of "tag" by tarring several witnesses
with unsupportable suggestions of perjury in a bid to grab media attention.
The political grandstanding of these "perjury referrals” is a tactic also used
after the 1994 hearings. Margaret Williams, for instance -- a favorite target
of the Majority -- has passed two lie detector tests, which corroborate her
testimony that she did not remove documents from Foster’s office on the
night of his death. Yet, the Majority seeks to discount Williams’s lie detector
tests -- performed first by a retired FBI polygraph instructor and confirmed

by a present FBI expert under the supervision of the Independent Counsel.
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In the bargain, the Majority report takes on the reliability of polygraph testing,
which the FBI has depended on for decades in investigations involving the
highest levels of national security.

Taken as a whole, the Majority’s approach to its report has been to
hammer evidence -- no matter how ill-fitting -- into the precast mold of its
conclusions. A perfect example of this refusal to modify its preordained
conclusion by reference to the facts is revealed by the Majority’s treatment of
the April 5, 1985 fundraiser hosted by James McDougal for Governor Clinton
at Madison Guaranty Savings and Loan. The Majority began the inquiry with
the conclusion that there was a quid pro quo involving the fundraiser and the
decision of an Arkansas state agency -- ADFA -- to lease office space from
Madison Guaranty. To a fair-minded investigator, two obstacles to reading
such a conclusion would be presented: 1) the fact that the lease for office
space was entered into more than a full year before McDougal’s fundraiser,
and 2) the evidence showed that Governor Clinton played no role in selecting
the office site or negotiating the terms of the lease. When the evidence at the

public hearing demonstrated the circumstances under which the Madison space
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was chosen, a Member of the Majority registered his consternation at this
departure from the Republican game plan:

Mr. Chairman, isn’t the point here simply to draw a conclusion that

[then-Governor Clinton] played a major role in the selection of this

building?

Inconveniently, the evidence once again rebutted the preconceived
conclusion, yet that conclusion is the one relied upon by the Majority in its
final report.

Morc than finding no abuse of office by Bill Clinton, the evidence
gathered by the Committee shows that then-Governor Clinton demonstrated
independence from political supporters doing business with State govermment.
Three examples from the Committee’s exhaustive review of Governor
Clinton’s twelve-year tenure as governor of Arkansas are representative of our
findings in this area. In 1983, Marlin Jackson, the Arkansas State Banking
Commissioner, informed Governor Clinton of bank regulatory problems at the
Bank of Kingston, a small bank in northern Arkansas that James McDougal,

purchased after leaving a senior post in Governor Clinton’s first
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administration. Jackson testified that he mentioned the Bank of Kingston
problem as a "litmus test" to see if the young governor would seek to
influence Jackson and obtain favorable treatment for a political supporter.
Clinton passed Jackson’s test: Jackson testified that Governor Clinton told
him:

You do whatever you need to do to be a good, no, to be a great

Bank Commissioner and don’t worry about the political

consequences. [t doesn’t matter who is involved. I’ll take the

political heat. You just do whatever you need to do to be a great

Bank Commissioner.

Four years later, in another situation involving James McDougal,
Govemor Clinton showed the same good judgment and respect for the
independence of state regulatory officials. McDougal requested a meeting
with Governor Clinton and State Health Department officials to present a
grievance about unfair treatment by state sanitanans inspecting sewage
disposal systems at one of the Madison Guaranty real estate developments.
McDougal behaved badly at the meeting, attacking the Health Department
officials and accusing them of misconduct. Governor Clinton supported the
state officials at the meeting. He reprimanded McDougal for his conduct in

front of Health Department officials. Most important, after the meeting,

Governor Clinton pulled aside Tom Butler, the Deputy Director of the State
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Health Department, and told him to "do what you have to do, and you will
not hear another word from me." Once again, Governor Clinton made it
perfectly clear to a state regulator that James McDougal should not receive
any special treatment.

One final example of Governor Clinton’s actions in Arkansas is worth
noting. About 1984, Dan Lasater, a strong political supporter of Governor
Clinton who had helped Clinton regain the Governor’s office in 1982 after an
upset loss in 1980, requested a meeting to complain to the Governor that his
investment firm was not getting its fair share of the state bond business.
Governor Clinton met with Lasater, listened to his complaint, then told him
that he should make his case to the appropriate State officials. Although it
would have been easy for him to do so, Governor Clinton did not tell Lasater
that he would intervene in the matter. Lasater left the meeting "disappointed"
that he had not obtained the result he had hoped to obtain. Again, Governor
Clinton did not intervene on behalf of a political supporter.

These examples lead a fair-minded reader to the same conclusion that
will follow from a review of the entire, lengthy report: Governor Clinton did
not misuse his office, as Governor of Arkansas, or as President.

These examples also underscore another important point. Governor

7
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Clinton, of course, was an elected public official when these events took
place. As an elected official he was answerable to his constituents, and it was
his responsibility to listen to their complaints. All elected public officials, at
the state, local, and even the national level, must do this -- it is part of the
job. To do this job properly, however, a public official must excrcise good
judgment, so as to be responsive to constituents without going too far and
interfering with the actions of career government officials who also are
discharging their responsibilities. Governor Clinton’s actions some ten years
ago in Arkansas, as illustrated, met the test then of proper conduct by an
elected official, and they meet that test now.

The venom with which the Majority focuses its attack on Hillary
Rodham Clinton is surprising, even in the context of the investigation. No
attempt is made to place into perspective the relative importance to the
American people of whether Mrs. Clinton has a specific recollection today of
every memorandum, phone call, and detail of every case she handled in her
private law pra- ‘ce in Little Rock over a decade ago.

Every act is portrayed in its ‘most sinister‘light, every failure of
recollection is treated as though the standard for human experience is total

recall and photographic memory.
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involving personal investments of the Clintons such as Whitewater; and that
the investigators’ interest was limited to reviewing a suicide note or other
information bearing on the cause for Foster’s suicide.

The Majority’s pursuit of White House officials involved in searching
for a suicide note in the aftermath of Foster’s death is equally irresponsible.
Senator Dodd captured the spirit of the Majority’s onslaught during a hearing
in November, 1995:

Senator Dodd. Mr. Chairman, just on this point, and I think it is
very important, this gets to the reality. But what I was getting at
earlier and what we’re doing here in a sense is there are sort of
three fact situations. You get a witness that says well, I don’t
recall. The immediate accusation is you’re being disingenuous,

If you have witnesses with conlflicting testimony, the
allegation is someone’s lying. And if you have witnesses that
have consistent statements, it’s a conspiracy.

This is getting ridiculous. So you’re trapped no matter what
you say ... You’re either disingenuous, lying or conspiring, and
that’s just foolishness.

The game of leaking information has marred the Committee’s credibility

10
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throughout these proceedings. Often, distorted or even baseless charges have
been disseminated through faceless leaks. The recent, well-orchestrated leak
of the Majority report is but part of a pattern.

The supposed short-term benefits of leaking will be offset by the longer-
term diminution of credibility that the Majority must suffer for these blatantly
political and unfair tactics.

The Minority report was not leaked. It was released according to the
rules. In it, the subjects set forth in Senate Resolution 120 are analyzed
according to the testimony and documents presented. We look forward to the
opportunity to present the facts to the American public in contrast to the
overheated assertions by the Majority, which have characterized its approach
to this investigation.

Not including thc Scnatc Banking Committcc’s hearings in 1994, the
Senate Whitewater Committee in 1995 and 1996 met for more than 300 hours
in open sessions, taking 10,729 pages of hearing testimony in 51 hearings and
8 public meetings. The Committee received hearing testimony from 159
witnesses and took more than 35,000 pages of deposition testimony from 245
persons. Hundreds of thousands of pages of documents have been provided

to the Committee by various government departments, agencies, and

11
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individuals.

The White House has produced more than 15,000 pages of documents,
and the Clintons’ attomey has produced nearly 30,000 pages more.

Direct costs of the various Whitewater inquiries now exceed
$31,849,795 (as of May, 1996), including: $400,000 from the Senate Banking
Committee’s 1994 hearings (Senate Resolution 229), $950,000 through the
initial charter of the D’ Amato hearings (Senate Resolution 120), approved
May 17, 1995), and another $450,000 for an extension this year approved by
the Senate (Senate Resolution 246, approved April 17, 1996); $3,800,000 for
the Resolution Trust Corporation’s contract with the Pillsbury, Madison &
Sutro law firm, for the production of its report; and $26,249,795 by the Office
of the Independent Counsel (through May, 1996). Costs of the variQus
Whitewater inquiries in the House of Representatives and agency work to
comply with inquiries while not separately accounted for amount to significant
additional sums.

This has been the longest-running congressional investigation of any
sitting president, far longer than Watergate or Iran-Contra -- both of which
involved actual abuse of government power. The facts gathered by the

Committee are more than enough to close this chapter. The American people

12
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deserve to know, and now can take comfort in knowing, that this year-long

investigation shows no misconduct or abuse of power by their President or

First Lady.

13
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Lewis also claimed that in early 1994, as the RTC was conducting a follow-up civil
investigation of Madison Guaranty, senior RTC officials in Washington sent RTC attorney April
Breslaw to Kansas City in an attempt to influence the outcome of the investigation so as to avoid
the filing of any civil lawsuits against the Clintons. This claim, like all of Lewis’ claims of
interference, was shown by the Committee's investigation to be without any evidentiary basis.
The Special Committee's hearings showed that Lewis provided misleading testimony about her
surreptitiously tape-recorded conversation with Breslaw. The Committee heard no credible
evidence that any senior RTC official interfered with any RTC investigation of Madison
Guaranty.

D. The Justice Department’s Handling of the Criminal Referrals

The Special Committee also considered the Department of Justice's handling of the RTC
criminal referrals. Prior to the Special Committee’s creation, there had been rampant speculation
that Associate Attorney General Webster Hubbell had interfered with the Justice Department’s
investigation of the referrals and had acted to block their use as bases for criminal prosecutions.
This speculation found no cvidentiary support.

The Special Committee conducted an exhaustive inquiry into the Justice Department's
handling of the RTC criminal referrals and came up with nothing to suggest that Hubbell or
anyone else at the Justice Department interfered with the proper handling of the referrals. To the
contrary, the evidence established that Hubbell, who had no supervisory authority over the Justice
Department’s criminal division, never made any effort to affect the handling of the referrals and
did not even know about their existence until many months after their submission.

The evidence also showed that Paula Casey, the United States Attorney in Little Rock,

17
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properly handled her office’s plea negotiations with Hale and later properly recused herself from
further consideration of criminal referrals concerning Madison Guaranty and Capital Management
Services, Inc. Hale sought immunity from prosecution from Casey in exchange for what he
claimed was incriminating information about high-ranking Arkansas politicians, but he refused
lo provide any factual details. As required by Justice Department practice, Casey invited Hale
to proffer his information to the government but declined to reach a plea bargain with him unless
he first provided his information. The Office of the Independent Counsel later followed the same
approach.

E. White House Discussions of Beverly Bassett Schaffer in 1993-94

[t was alleged during the 1992 presidential campaign that Hillary Rodham Clinton
obtained favored treatment for Madison Guaranty from the Arkansas Securities Department back
in 1985 in a legal matter concerning a contemplated offering of preferred stock. When the
allegation arose in 1992, Beverly Bassett Schaffer, the Securities Commissioner in 1985, publicly
refuted it. Schaffer stated that Mrs. Clinton had neither sought nor received favored treatment
for her client and that, contrary to the accusation, there was nothing either inappropriate or unique
about Mrs. Clinton’s inquiry into whether it was permissible for a state-chartered savings and loan
institution to issue preferred stock for the purpose of incrcasing its capitalization.

When allegations concerning the preferred stock issue surfaced again in late December
1993 and early January 1994, several White House offTicials recalled Schaffer’s credible
statements during the campaign. White House officials thought it was important to determinc_
whether Schaffer had made a correct legal judgment back in 1985 and, if so, whether she wc;uld

be willing to speak out publicly again. Although they correctly determined that it would not be

18
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obtaining investigative materials -- to conduct a thorough internal White House review of the
White House-Treasury contacts. and to prepare complete and accurate testimony to be provided
to Congress. The evidence established that the White House obtained no sensitive RTC
information and that none of the deposition transcripts received were used improperly to affect
the Congressional testimony of any White House witness. The transmission of investigative
materials to the White House had no effect whatsoever on any of thc investigations conducted

by the Office of Government Ethics, the Congress or the Independent Counsel.

20
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SUMMARY OF CONCLUSIONS: ARKANSAS MATTERS

The Special Committee devoted enormous resources to investigating a varietv of
allegations concermning matters taking place in Arkansas since 1978. The allegations fell into
three broad catcgories: (1) allcgations concerning the Clintons' personal finances; (2) allegations
concerning Governor Clintan’s conduct as Governor of Arkansas; and (3) allegations concerning
Mts. Clinton’s work as a Rose Law Firm attorney. After months of exhaustive investigation into
Arkansas-related matters -- including more than 100 swom depositions and 20 days of public
hearings -- the allegations of improprieties remain unsupported by the evidence. On the contrary,
the evidence shows that neither the President nor Mrs. Clinton engaged in any improper, much
less illegal, conduct in connection with any of the events in Arkansas that were examined in
minute detail by the Special Committce over the past thirteen months.

A. WHITEWATER

1. THE INITIAL INVESTMENT

On August 2, 1978, the McDougals and the Clintons purchased approximately 230 acres
of undeveloped land in Flippin, Arkansas from a group of local investors known as the 101 River
Development Corporation. The property was bounded on one side by Arkansas Route 101 and
on the other side by the White River. Because the White River area was popular with sportsmen,
James McDougal envisioned the property as a retirement and vacation devclopment. Hc named
it Whitewater Estates.

The McDougals and the Clintons paid $202,611 for the Whitewater property, slightly less
than 8900 per acre. They financed this purchase with two bank loans. The Special Committee

investigated whether the McDougals and the Clintons received special treatment from the banks

21
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personal tax preparer, to review the records and try to determine how much moncy the Clintons
had put into Whitewater and what was the financial condition of the enterprise at that time. The
testimony that Redden and James provided to the Special Committee confirms that the Clintons
were never well-informed about Whitewater,

3. THE RENEWALS OF THE WHITEWATER LOANS

After the Clintons and McDougals incorporated Whitewater Dcvclopment Company. Inc.
in 1979, they transferred the land to the corporation, subject to the bank loan that was secured
by the property, which was not assumed by corporation. That loan was subsequently renewed
or extended nine times before it was paid off on May 12, 1992. The Commirtee devoted
considerable attention to those loan renewals. [n particular. the Committee explored: (1) whether
the loan received special treatment; and (2) whether the loan renewals were connected in any way
to banking legislation enacted by the State of Arkansas in 1987 and 1988 that may have
benefitted the bank that made the Whitewater loan.

The evidence collected by the Special Committee demonstrated conclusively that the
Whitewater loan renewal requests did not receive any special treatmnent. The loan was fully
collateralized and was personally guaranteed by the Clintons and the McDougals. In addition,
beginning in 19885, the bank received all income from lot sales. Also, although two loan renewals
(out of the total of nine renewals) coincidentally occurred at about the same time as the approval
of state bank legislation, the evidence demonstrated that there was no connection between the
loan renewal and the banking lcgislation. The only connection between the Whitewater loan
renewals and the branch banking legislation was a coincidence of timing.

4, THE WHITEWATER LOT 13 TRANSACTION

23
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of thc Whitewater investment was conservative and rcflccted the economic substance of the
transaction -- they only claimed tax deductions when they made legally deductible payments with
their own funds. The Special Committee found no evidence that the Clintons ever sought to
obtain any improper tax benefits from their investment in Whitewater.

As noted above, the Special Committee also found that records for the Whitewater
investment were not properly maintaincd by the McDougals during the years they managed the
investment, and the Clintons did not receive regular and complete information about the
investment from the McDougals. This poor rccordkcéping and reporting resulted in some
unintentional errors on the Clintons’ personal tax filings. Where the existence of an error has
been established. the Clintons have, at their own initiative, paid additional taxes and interest to
correct the errors.

The Special Committee also reviewed whether or not the Clintons received actual or
imputed income from the Whitewater investment that they had a legal obligation to report on
their personal income tax returns. As has been the case with all other investigations of
Whitewater, the Special Committee found that the Clintons received no rcturn on their
Whitewater investment. Although some esoteric tax theories have been advanced for the
proposition that the Clintons should have recognized income on their personal tax returns in
connection with payments on the land acquisition loans that were made with Whitewater
corporate funds or ﬁ;nds contributed by the McDougals, those theories are not supported by the
cvidence obtained by the Special Committee. All of the witnesses-examined by the Special
Committee rejected these theories. The Special Committee confirmed that the Clintons put

money into Whitewater, but never took any money out of the investment. Moreover, the

25
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proceeds of the Whitewater land acquisiti'on loans were invested in the business, through the land
purchase, and the Clintons did not use any portion of the proceeds of those loans for their
personal benefit. Both logic and legal analysis support the conclusion that the Whitewater
investment did not result in any taxable income to the Clintons.

In short, the Special Committee found no evidence that the Clintons entered into the
Whitewater investment as a tax shelter or ever sought to use the investment as a means to avoid
paying their personal income taxes, even when they legally might have done so.

B. ARKANSAS REGULATORS’ OVERSIGHT OF THE MCDOUGALS

The McDougals operated several business enterprises in Arkansas during the 1980s,

including Madison Guaranty, Madison Bank & Trust Company, and various real estate
developments. The activities of these businesses were subject to regulation by various Arkansas
government agencies.
The Majority has asserted that the McDougals and their business enterprises obtained favored
treatment from state regulators due to the McDougals’ relationship with Governor Clinton. In
particular, it has been alleged that Governor Clinton influenced government actions to benefit the
McDougals. It also has been suggested that the McDougals provided financial benefits to the
Clintons in return for the allegedly favorable treatment. The record developed by the Special
Committee, however, is at odds with these allegations.

The evidence collected by the Special Committee demonstrated that the McDougals did
not receive favored treatment from state agencies and that Arkansas state officials treated the

McDougals and their business enterprises properly and appropriately. The evidence further

demonstrated that Governor Clinton did not intervene with state officials or take any improper

26
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action in the McDougals' behalf. Finally, the record simply does not support the allegation that
the McDougals provided improper financial benetits to the Clintons.

a. The Arkansas State Agency Leases of Offices from Madison Guaranty
Were Proper, Appropriate and in the Normal Course of Business

The Special Committee investigated whether certain leases were awarded to Madison
Guaranty because of Governor Clinton's relationship with James McDougal. In particular. the
Committee reviewed whether the leases were related to a fundraiser that McDougal held for
Governor Clinton at Madison Guaranty on April 5, 1985. The evidence collected by the
Committee establishes that the leases were entirely proper and appropriate, and were entered into
in the normal course of business. There is no evidence that Governor Clinton or anyone acting
on his behalf caused or directed the leases to be signed, or that Madison Guaranty received any
special consideration. Moreover, the State first leased space at Madison Guaranty at least a year
before the fundraiser took place. Thus, there is no basis to connect the fundraiser with the Icases,

and no reason to believe that the leases entailed a quid pro quo of any kind.

b. McDougal received no special treatment from the Arkansas Alcoholic
Beverage Commission

The Committee reviewed whether Governor Clinton took any action to influence the
Arkansas Alcoholic Beverage Control Division ("ABC") to provide favored treatment to James
McDougal. The Special Committec investigated whether Governor Clinton interceded with the
ABC in support of McDougal's effarts to develop a microbrewery and brew pub on the [DC
property. The Committee also investigated whether Governor Clinton causcd the ABC to

promulgate a regulation permitting breweries to operate "tasting rooms."” The evidence, however,

27
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demonstrated that Governor Clinton never contacted the ABC with respect to the IDC brewery
proposal. The evidence further demonstrated that Governor Clinton played no part in the
approval of the tasting room regulation.

c. The Sewer [egislation

In 1987 Govemor Clinton signed legislation to deregulate small sewer and water utilities.
The Majority has alleged that the legislation was designed to provide special treatment to the
Castle Sewer and Water Company and to protect the Rose Law Firm from exposure to civil
liability. The Committee found that the Arkansas Public Service Commission and the entire
Arkansas legislature supported the legislation. Furthermore, passage of the legislation was fully

justified on the merits.

d. McDougal's Maple Creek Farms Development and the Reassignment of the
Arkansas Health Department Sanitarians

The Special Committee reviewed whether Governor Clinton interfered with the regulation
of the Maple Creck Farms project by Arkansas Health Department officials. In March 1986
Governor Clinton arranged a meeting at which McDougal could communicate to Health
Department officials the concerns he had about unfair treatment at the Maple Creek project.
Beyond arranging the meeting, which was appropriate, Governor Clinton did not take any action
on McDougal’s behalf, either at the meeting or thereafter. To the contrary, Governor Clinton
reprimanded McDougal (who behaved badly at the meeting) for his behavior, defended the Health
Department’s professional staff, and told McDougal to work with the Health Department to
resolve the problems. Most important, immediately after the meeting Governor Clinton made a
special effort to let the Health Department know that McDougal was not to receive any special

trcatment and that Clinton would support whatever action the Health Department decided to take.

28
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e. Regulation ot Madison Bank and Trust by the Arkansas State Banking
Depanment

The Special Committee reviewed the regulation of a small Madison Bank & Trust
Company, that James McDougal operated after he left a position on Governor Clinton’s staff in
1980. In October 1980 McDougal and a group of investors purchased a controlling interest in
the Bank of Kingston. a small bank in Kingston, Arkansas. McDougal then changed the bank's
name to Madison Bank & Trust Company. As a state chartered institution, Madison Bank was
regulated by both the Arkansas State Banking Department and the Federal Deposit Insurance
Corporation. In 1983 Marlin Jackson was the State Bank Commissioner.

In 1983 Jackson informed Governor Clinton of regulatory problems at Madison Bank.
Jackson testified that he told the Governor about Madison Bank’s problems as “a litmus test” to
see if Governor Clinton would seek to intluence Jackson and obtain favorable treatment for a
political supporter. (Jackson was aware that McDougal had been a member of Governor

Clinton’s staff during Clinton’s first term in office, 1979-80.) Governor Clinton passed Jackson's

‘litmus test. Jackson testified that Governor Clinton responded:

You do whatever you need to do to be a good . . . no, to be a great Bank

Commissioner and don't worry about the political consequences. It doesn’t matter

who is involved. I'll take the political heat. You just do whatever you need to

be a great Bank Commissioner.

The evidence collected by the Special Committee confirms that Governor Clinton never
interfered with Jackson or the State Banking Commission in their regulation of Madison Bank.
After his discussion with Governor Clinton, Jackson and the State Banking Commission joined

with the Federal Deposit Inusurance Corporation in a cease-and-desist order against Madison

Bank that curtailed the bank’s ability to make out-of-territory loans and, among other things,

29
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required the bank to increase its operating capital. Governor Clinton never attempted to intercede
on James McDougal's behalf. In fact, other than the one conversation described above -- which

was initiated by Jackson -- Governor Clinton never discussed Madison Bank or James McDougal

with Jackson.

C. LASATER & COMPANY

The Special Committee reviewed State bond underwriting contracts awarded to Lasater
& Company. The Committee’s inquiry focused on allegations that l.asater & Company's
selection as bond underwriter for State agencies resulted from improper political pressure. The
extensive evidentiary record developed by the Committee does not support the charge that
Governor Clinton improperly stecered state bond business to Lasater & Company. The record
shows that in 1983 Governor Clinton put in place a new policy of spreading state bond business
among qualified firms (his Republican predecessor had given all the business to two local firms)
and that Lasater & Company was only one of the firms that benefitted from this new policy.
Witnesses from the State agencies that awarded underwriting business to Lasater &
Company, from Governor Clinton’s office, and from the Lasater firm uniformly testified that no
political pressure was applied to include Lasater & Company in State bond underwritings.
Instcad, under the new policy, all Arkansas underwriting firms participated in State business
regardless of their political identification. All local underwriting firms participated equally,
sharing the portion of the bond issues that was not allocated to one of several large national
underwriters. The Lasater firm received only a small share of State bond underwriting business,
and received a share similar to that of other local firms. The participation of the Lasater firm

was supported by both Decmocratic and Republican State officials. Thus, thc allegation that
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Lasater & Co.’s participation in State bond issucs was due to political favoritism is not supported.

1. Clinton Administration Expands Number of Underwriters Participating in
State Bond Business

Under Governor Clinton, the number of firms doing underwriting business with the State
of Arkansas expanded. From 1980-82, under Republican Governor Frank White, Arkansas State
bond underwriting business had been the preserve of a small number of firms. During that time.
State agencies used underwriters E.F. Hutton, Stephens, Inc. and T.J. Raney almost exclusively.
After 1983, the Clinton Administration promoted participation in State bond underwriting by all
qualified Arkansas firms, regardless of which political candidates they supported. Betsey Wright,
former Chief of Staff to Governor Clinton, added that Governor Clinton’s goal was to make the
State bond underwriting business “as open and available to all companies in the State as
possible.”

2, Lasater & Company’s Participation in Bond Underwriting for AHDA/ADFA

These policies were adopted by the Arkansas Housing Development Agency, a State
agency that issued bonds to provide home mortgages to Arkansas residents. In keeping with the
views uf Governor Clinton and the AHDA Board Membcrs, the agency uscd a greater number
of underwriters after 1983. Pursuant to these policies, Lasater & Company began underwriting
AHDA single family bonds in 1983. That year the Lasater firm received a 13.33% share of the
bond issue -- smaller than one local firm and equal to the share of two other local firms. Two
of the three AHDA Subcommittee Members who voted to include Lasater & Company were
appointed by Govecrnor Frank White; the third was appointed by Governor Bill Clinton. Lasater
& Company received an even smaller share of AHDA'’s next bond offering. All local firms,

including the Lasater firm, reccived the same share of the bond issue -- 10%.
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