If anyone tries to peddle you anything
listed on the Vancouver Stock Exchange,
hang up fast. There isn't any gold in Van-
couver, but there's plenty of brass.

Scam capital
of the world

By Joe Queenan

IKE MOST LARGE North American
cities, Vancouver has a scrious
garbage disposal problem, but

this onc 1s unique. The garbage 1s the

Yancouver Stock Exchange. It 1s pol-

luting much of the civilized world
The vsk, founded in 1907, is the

longest-standing joke in North Amer-

ica, the Cubs included. Each ycar it

sucks billions of dollars

out of legitimate markets

' inducing  dupes 1n

North Amernca and Eu-

rope toAnvest in mysteri-

ous outhits making hydro,,

douches computcrnized

golf courses and airborne

farm cquipment
Rumored to be a

dening vehicle for mob

and undesirables

such as Ferdinand Marcos,

the vse 1s prously defended by s

members and local politicians. They

say 1t 1s a vital source of sced money

tor intrepid investors seeking to trans-

form their brainchildren into the next

Xerox. Usually, the brainchildren are

born brain dead, and the next Xerox

iaun-

sters

turns out to be the last Hydrodouche. -

Half the companies on the vse are
out-and-out scams,”” says Vancouver
writer Adnan du Plessis, formerly a
vse floor trader. “And most of the rest
arc rig jobs of some sort’

Besides being home to the vse, this
city of 1.5 milhion people 1s the hallu-
cinogen capital of North America

At some point, the powers-that-be
in Canada, which has no Sccurities &
Exchange Commission but regulatey
its exchanges on a province-by-prov-
ince basis, scem to have decided to
turn British Columbia into a financial
combat zonc. Though the sleazeball
entreprencurs who launch these crud-

dy companics may come and go, the
infrastructure of chicanery remains in
the 46 firms that make up the vsk.
New companies are merely the vehi-
cles the underwriters use to perpe-
trate their latest depredations. Thus
the legendary Harry Moll, who started
out in the oil business, resurfaces
with the Proprietary Viscosity Con-
trol System, the self-watering Deco-
Plant Minder, and a breakthrough
technology called stereco-
lithography Nobody
blinks or even chuckles.
In 1988 the vsE account-
ed for a third of all trading
volume in Canada—3.5
billion shares, worth $3.3
billion. (All figures are in
Canadian dollars, unless
otherwise noted.] A lot of
that volume, one
pects, was wash sales and
moncy laundered through
shells that were mining outfits on
Tucsday but b Thursday were in the
three-dimensional, pangalactic anti-
AlDs cybernetics business
Listing requirements on the VSE are
much more relaxed than in the U.S. A
company can go Public for as little as
$600,000, all fees included. Though
the vse boasts about the $1 billion 1n
venture capital 1t raised last year, the
only comprchensive study of the vse
ever conducted, concluded 1n 1979,
reported that only an estimated 51%
of the money raised actually goes to
the companies, the rest being split by
brokers and promoters. The study
also found that investors in the vse
lose 84% of their money some of the
time ang all of 1t 40% of the time. The
study was interred, unpublished, by
the British Columbia government
Gencrally speaking, the most re-
spected ficuon writers in Canada are
Margaret Atwood and Robertson Da-

Sus-.

vies, but no one churns out a body of
fiction of as conspstently high a quali-
ty as the companies listed on the vse
The cxchange’s own press releascs
tout the vst as a home for junior min-
Ing companies, noting that “of the
more than 2,300 compantes hsted on
the vsE as of the end of 1988, 72% o1
almost 1,500 1ssues were natural-re-
source related.” Actually, 1,500 into
2,300 158 65%, not 72%, which gives
you an idca how trustworthy num-
bers arc out herg.

Moreover, according to writer Du
Plessis, out of 1,205 mining compa-
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President Don Hudson blames “unobjective” observers for the VSE's poor image.

50 vat, only about 50 actually You go into a stock because
produ Is, and only 10 to 15 know the promoter can runatup t trat¢e them. 51
are prohitable. Other yournalists say | and then you try to get out  crooked promoters, sons
th not more than a tenth of the the bottom talls out” When  promoters and s
2,300 compamies hsted on the vae arn  Woods, editor of Varrconer stk LCro I

cal companices, in the sense that they  werch, was asked how many vse e

regu
have carmings, prohits, employees,  pamies actually evolved into “real po to supcervise th

prod or futures. But brokers unat- companies that stayed around for a Donald Hudson told
fthated with the exchange look bat few years, he looked amused. “One  nired of negative porgava

tled when asked how many legiomate  percent?” he theonized. “Well, that's  change by unobjective

ompanies there are on an exchang the pessimustic view. The optimistic L.\‘in‘,r‘h' he obects

'
where Techmigen once vaulted to S16 - view? Two percent pores that Altred W :
a share with promises of a computer The ver 15 a s regulating organi-  dent of listings, was recent H
1zed golt nd dniving range on, meamng that 1ts transgres- by the exchange tor airculating a let
I don’t know of any,” says onc.  sions must be pumished by the same  ter entcal of stock promotions. He
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says Woo's resignation 1s unre
lated to the letrer

Because mdsr of the stocks
histed on the vse are penny
stocks, there 1s a misconeeption
1 the US. that investor losses
arc microscopic. Untruc. Lots of
these stocks have market caps
ot $150 milhion for minutes at.a
1¢ betore therr abrupe descent
into oblivion. Internaupnal Til-
lex Enterprises, a New York-
mining and msurance
company, went trom 30 cents a
share 1n 1985 to S77 a pop in
1956 betore 1t was  delisted

* . 17 el n o\ el
turning S172 mullion worth of

based

managers was Yvonne Reyn-
olds, wifc of the spcaker of the
B.C. legislature, ex-stock pro-
moter John Reynolds

In theory, Vancouver should
be a short’s paradise, because
even the most adroit promoters
can keep these  surrealisuc
stocks propped up for only so
long. However, one broker, who
requested anonymity, says he 1s
wary of shorting cven the most
delinously idiotic vse scams be-
cause “it’s hard to get the paper
around here; you have to go
down to New York and New

Jersey to borrow 1t.”" And anoth

SLOCK ceruhicates into contetn
That was chump change com-
red with the quintessential
vse con job: the Columbia Ho-
T0ECneous 1'.|r.iii;l']’[mw--mr
Chopp transmognified itsclf
a mining outhit called Baz
ources trading at 17 cents in
to a “nval” ot Cray Re-
scarch trading at $120 a share by
986, with a market cap.of $300
mulhion. Chopp had all the vital
clements of the classic Howe
treet Scam: an amazing tech-
nology (a computer 100 times
taster than Cray

mputerl, the supposed 1n

S lastest super-

er 1s wary of going short for a
quite different reason. Fear

It’s one thing when you're
dealing with $3 and $4 stocks
he says. “But when vou start
shorting companies with a mar-
ket cap of $150 million, you
don’t know who's on the other
side of the deal.”” Asked to clab-
oratc, thc broker mentions
Swiss and Carnbbean money
which he belicves is conncected
with drugs (a huge proportion of
Canadian drug rraffic
through Bniush  Columbia
which also happens to be the

tHlows

Ivement of celebrities (M-
nacl Jackson's younger brother

4nd a cooperative press
ournalists love rewniting these

Y8 Pross releases

Ul coursce
¢r had a product. Atrer re-

axed Chopp, 1t got atselt

chisted, merged with s sister

7] my and navigated south
o the US., where 1t was soon
trading at less
I hardly a
mood of flagran
the law should tlounsh 1n a st
province whose premier from

to 1986 went on tnaban Apnl tor

tor  Refowvmed acid Deced tiorned specteleaton Keem Deass coned

anirielettient frenedvenser Weny Grenny

magic mushroom capital of the
world). “If you hurt these guys
on a drug deal, they're going to
get you. So what makes vou
think 1t's going to be any ditfer-
cnt just because 1t's paper?”

Du Plessis should pay heed
He spent six years as a floor
trader on the vse hefore turning
whistleblower 1n 1986  and
launching a journalistic nhad
agamnst the exchange. This cul-
minated 1n a hilanous 1988
book called Sedesthone 1he Hewee
sreer Carnral - Since then, Du
Plessis has repeatedly had his

/’ﬂ"’!’ﬂ\\i. major |U.I'Idr-!l\L'I'h 4are VvaLE nota-

isider trading. Ex-premier Bill Beny”” bles \was snatched away trom much

nd his brotl Cr were accused=of
pinmg a halt-mithon shares ot Do-
man seeunues in November 1988 just
20 muinutes betore 2 takcover of Van
vouver’s Doman Industries by Louise-

ana Pacibie was called oft
records show that Bennere's

Vas N constant contact with

xeceutive Herb Doman's ot
hee  that Atter  the dN
founcement, shares ot Doman dived
from S]] 37

maorning

to $7.50. It's worth not
ing that when Foruses asked Tanva
Sarkis, staustical clerk of the vse, for
examples of Vancouver “success stor
ws,” her tudy hse included Doman
cnnett’s trial has been a bit of 2
hoot anyway, since the ex premicr,

r%{)m.mu prosccutors to be
tnied iMhe triendhier confines of Brit-
ish Columbia, where he faces far less
stringent penalues in the court of a
iudge reported to-be soft on white-
collar crime

As the Bemnetescandal illustrates
Vancouver 1s  an  extraordinanly
chummy place, where a stock pro
moter can wander straight fron the
vst nto public oftice. He can also get
his wileinto the act. Consider Ghider
Resources, a miming outhit that went
public at 50 cents a share ‘last June,
and then deaded to become a bat
sanctuary. That didn’t pan out cither,
so it devolved into a real estate devel-
opment company. One of the firm's

lite threatened and has had large men
idenutying themselves as “leor” turn
up at his housc. Brokers and fellow
journalists think he may be playing
with fire

Du Plessis says 1t's an open secret
that the vse 1s used tor money laun-
dening. Dirty moncey s laundered
through brokers who control a stock
and arrange wash sales with other co
operative brokers. The clean money 1s
then moved to a tax haven

The vse of, course, does more than
make 1lhicit moncey licit. An immensc
amount ol moncy Comes 1n from E'J
rope, where criminal clements appar-
ently protit at the expense ot gullible
toolish pension fund managers. And
not just 1n Europe. A fund manager at
United Services’ Prospector Fund in
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San Antonio was bribed 1in 1984 and
1985 with more than $1 mulhion to

buy $22 mullion worth of worthless.

vst shells
, What sort of person 1s attracted to
the vse? Let's take Larry Brilliant, a
New Age hype machine cut from a
dafferent, more capacious cloth than
the genenie Howe Street con artists
Brilliant1s a chest-thumping eprdemi-
ologist who supposcdly helped the
World Health Organization wipe out
smallpox 1n India and Southcast Asia
[‘L'.'UTL' \\'lplﬂi.' out 1INvestors 1n west-
ern Canada. He s the founder and ex-
cnairman of NeT1 Technologies, an
Ann Arbor, Mich. company sclling
computcer conterencing sottware.”
Brilhiant says that he launched NeT
because he wanted o raise money for
sEVA, a tounderning organization scck
mg to wipe out blindness 1in Nepal
Ihe seva Foundauon’s board mem-
bers include Ram Dass, the recon-
structed Harvard acidhead who, with
his pal Timothy Leary, helped intro-
duce hallucinogenic drugs to North
Amcernica A fellow board member is
Wavy Gravy, the anarchistic ex-acid-
WNOo was master of ceremonices
at Woodstock, who helped run a pIg
tor President in 1968 and who now

nead

raises money for Seva cataract opera-
tions. seva’s absurd board also includ-
ed Robert Fricdland, onc of the most
successful stock pushers 1n Vancou-
ver history, whose Galactic Resources
lost $44 mullion last year, and who
introduced Brilliant to the vse

Brilliant donated 10% of ~NeTI's
stock to chanties such as seva. A
scemingly warm gesture, this was
also a neat way of keeping stock in
iriendly hands, though it put thou-
sands of blind Nepalese in the unfor-
tunate position of having their oph-
thalmological futures pegged to the
gyrations of the Vancouver exchange.

Ncedless to say, this Nepalophilic
humanitarian computer-conferencing
company, whose chairman tithed his
salary to chanty, entrusted its public
relacions to a Los Angeles-based. firm
run by Scicntologists.

Ne1t Technologies, which once trad-
cd at $12 a share before retreating to a
recent 2 cents, was a miracle of hype
and musrepresentation. Armed with
bullish forecasts from Dean Witter
“the next spreadsheet”) and touted as
the next Xerox with multibillion-dol-
lar potenunial by shrill newsletter writ-
crs such as Adnian Day and Doug Ca-
scy [pals and/or clients of the flack for

Brillhiant), Ne11 raised over $8 million
in a 1984 public offering. An undeter-
muined number of Brilliant’s friends
and si1x seva board members bought
shares before the publi¢ offering

Not long after the initial public of-
tening, the firm realized that there was
no real market for computer confer-
encing software, particularly not a
UNIx-based product, so 1t retreated
into 1tself, betting the farm on docu-
Forum, a “group-cdiuing” product
with infinitely more modest applica-
tions. But Brilliant kept raising mon-
ey. Software designers who cscaped
from this ludicrous company told
FORBES that docuForum never had a
chance of being anything more than a
uny niche product. By the time Bril-
liant had finished, ~NeTt held the vse
rccord for the most money ever lost
by a nonresource company—S$35 mil
hon—including $8.6 million it
snagged late in the game from—get
this—European pension funds

Along the way, Brilliant would
trumpet financially 1nconsequential
agreements with AT&T and Geisco as
“major marketing alliances.”

“It was just amazing that they
could raisc that last round of money,”
says Harry Stevens, whose leginmate

The man who found himself

Tu this day Larry Brilhant insists that he is just your

change, Marin County, Calif. There, he shares a house

average epidemuologist, hoping to cradicate blind-
ness i Nepal, who drifted into the Vancouver Stock
Exchange and gor flecced. But the facts tell a very
different story

In the 1970s, while wandening around India seeking
the meaning of life, Brilliant ran into Robert Fricdland,
a tuture stock promoter with drug problems in his past,
whose uncle, a Swiss commoditics trader, had once
cornered the world market 1n metric nuts. After a stop-
ott at Uncle Marcel’s, Friedland made his way to Van-
couver and became one of the most successful stock
pushers in recent history

Fricdland, whose gold mines, including Galacuc Re-
sources and Cornucopia, produce far more press re-
leases than precious metals, 1s one of the founders of
seva and knows how to milk the blind people of Nepal
tor all the press coverage they're worth

The blind came in handy for Brilliant, too, not just in
getting Nenr good ink but in keeping shorts at bay. To

! make a deal work on the vse, you need to put plenty of

shares in triendly hands. So 1t made perfect sense to
donate stock to the wife, kids and chanuces, and to get
friends from seva to come in. Anything to make 1t
tough tor shorts to borrow

Brilhant says that neither he nor his humanitarian
chums made money in NET1 “When 1 look into thewr
taces, Isee that they have lost money,” he told Forses
He doesn’t have to look into their faces anymore: He
recently moved from Ann Arbor, Mich. to that celebrat-
ed refuge for survivors of the Vancouver Stock Ex

with seva cofounder Ram Dass, who in 1984 took |

time off from bashing the capitalist system to buy a
couple of thousand shares of NETI before the initial
public offering.

Alan Morinis, a board member of both NeT1 and SEVA,
sold around 30,000 shares after NETI went public. Mor-
inis establishes the ethical tenor of Brilliant’s circle
when he says of his investments, “I did fine in NeT1. But
I may not be telling you the truth.” .

To this day Bnilhant insists that he never really knew
anything about the financial architecture of the vse.
The facts suggest otherwise. Brilliant participated 1n a -
host of his buddy Friedland’s promotions, making
$400,000 off a $100,000 investment in Galactic, and
also making money in Quartz Mountain and other
Friedland productions. He got in on Medallion Books, a
multilevel marketing stinkeroo. He split a $300,000
finder’s fee with two other men when Friedland needed
to line up some investors to prop up his floundering
£old minc. And the guy who claims to be a financial
bozo admitted to Forses that he bagged a nifty
$100,000 when he “did an arbitrage between two differ-
ent classes of Galactic stock.” Poor, dumb, unsophisti-
cated Larry.

Most of Brilhant’s insancly loyal supporters still buy
his story that he got taken by the sharpies up north.
Says cx-employee Wadad Abceb, “He 1s now on a ritual
travel tnp, devoung more of his time to his spirtual
needs.” Adds another neT1 alumnus, Kevin Gallagher,
“He 1s recentening himself spiritually."—J.Q.
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Some money

1S best kept 1n
reserve.

TWENTIETH CENTURY CASH RESERVE

If you're like most
people, you like to
keep a portion of your
money in reserve, so

. 8.89%

0/ *

that you can get to it 9'25 /0
in an emergency.

That's why you should know about Twentieth Century
Investors' Cash Reserve. Cash Reserve is a money
market fund that provides competitive rates of current
income while offering a stable share price and
liquidity. The fund’s investments are “high quality” as
rated by leading rating services. As with all 12 of
Twentieth Century’s funds, an investment in Cash
Reserve has no sales charges, conversion fees.
redemption fees or other hidden charges.

Curfnnl
7-day yield

Effective
7-day yield

Find out about the low-risk fund that 4llows you to

keep money in reserve, earning current income

without fluctuations in price. Call today for an
Information Kit and Prospectus.

For more information about
Cash Reserve, ask for your free
Guide to Cutting Risk.

TR

INV ESTORS

vaterth L entury loves

1-800-345-2021

P.O. Box 419200, Kansas City, MO 641416200

./.

\
t Current yield1s determined by annualizing the fund’s net investment income
Ffor the seven days ended March 20, 1989. The effective yield assumes
reinvestment of all dividends. Performance data quoted represents past
performance. Investment retdrn will fluctuate. Please read the Prospectus

¥

it unsuccesstul company was ac-
quired by ~neTi. Adds Marcus Watts,
the software programmer reputed to
be oné of NETI's first employees: “At
onc point, they mailed a demo disc
that had nothing to do with the prod-
uct | had worked on.”
Smoke-and-mirror outfits such as
NETI arc aided and abetted by a press
that 1s often a sucker for humanitar-
tan pitches—sightless Nepalese, for
example. This has tended to get favor-
able publicity for these hype jobs. In
1985 the normally skeptical London
Fiancial Times ran a-story suggesting
that NeT1 was just the kind of compa-
ny the vse needed to spruce up its
image. Needless to say, the dedlsters
exploit such publicity to the hilt
When anyonce tries to trash a vse
production, the principals invariably
threaten lawsuits, moaning that
shorts arc spreading rumors that
they’re mobsters or morons or dead

VSE publicist Joyce
Courtney would have liked
to talk longer, but she and
the president of the VSE
were on their way to hear a
speech by American Stock
Exchange Chairman
Afthur Levitt. The subject
of the speech was '
“Rebuilding Confidence in
our Investment Markets."”

Thus Archer Communications, a
maker of 3-D audidé equipment, re-
cently sued Vancoreer sun journalist
David Baines for drawing attention to
its trading irregularities

Every so often, belcaguered B.C
regulators muster the resources fo jail
some hapless thug. The vse then
trumpets the impnisonment of the
criminals bchind an International Tl
lex as an example of how 1t 1s cleaning
up. But 1t 1s ncver clear what once
particular lowlife did that made him
the object of prosccutonal vigilance
while scores of other lowlifes beat the
rap. The fact 1s, being thrown off the
vst for being crooked 1s like being
thrown out of the Khmer Rouge for
being too bloodthirsty

When FOrses contacted the ex-
change recently, vse publicist Joyce
Courtney had to cut our chat short
because she and her boss, vse Pres:-
dent Hudson, were on the way to a
speech by American Stock Exchange
Chairman Arthur Levitt. The subject
was “Rebuilding Confidence in our
Investment  Markets.” Which  just
gocs to show: There 1sn't much gold
in Vancouver, but there's still plenty
of brass. B

carefully before investing
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