You don’t need a new game to attract suck-
ers; Dennis Greemman made out hand-
somely with a switch on an ancient scam.

The April Fool's
Day massacre

By Jonathan Greenberg

NTIL APR. 1, Dennis Green-
man, 35, was widely regarded
in Florida as a genius. Since

Apr. 1, Greenman has been in seclu-
sion in his quiet $150,000 home in
South Miami, Fla., under investiga-
tion by the FBI, the SEC and a court-
appointed receiver.

Florida investors in his onetime
high-flying ‘short-term trading port-
folio,” 400 of them, were in awe of
Greenman’s ability to produce ‘re-
turns’”’ of 85% on their money. Now
they are wondering where their mon-
ey went.

The court receiver is Hugo L. Black
Jr., son of the late U.S. Supreme Court
Justice. Black is looking for a missing
$10 million and has two well-known
names on Wall Street—Paine Webber
and A.G. Becker—more than a little
worried. At the very least, they will
come out of this highly embarrassed.

Dennis Greenman’s pitch apparent-
ly dazzled even these staid old broker-
age houses. He would track stock and
bond trades on exchanges around the
world and identify every situation
where the same security trades higher
in one place than another. He would
wire a monstrous data processor to
the world’s exchanges and identify ev-
ery arbitrage window, however tiny
and however transient, in time to
cash in on it. This, allegedly said
Greenman, was the purpose of his
Short Term  Trading Program,
equipped with a mighty computer and
run by an inner circle of New York
traders called the Committee of Ten.

Sounds great, doesn’t it? Those 400
Florida investors thought so until
April Fool’s Day, when federal agents
shut down Greenman’s offices. Says
one investigator, Greenman was run-
ning the oldest investment scam in
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Receiver Hugo Black Jr.
Tracking down $10 million.

the world, a pyramid game. “It’s kind
of a play on the old Ponzi scheme,” he
explains. “The word spreads that
someone got back huge profits while
everybody was putting money in fast-
er than it could be withdrawn.” Most
investors, in fact, never took their
profits. They were content with
monthly statements—on A.G. Becker
or Paine Webber stationery showing
their investment multiplying miracu-
lously. To discourage their withdraw-
als, Greenman allegedly let it be
known that, once an investor took his
principal out, he would not be allowed
back into the fund. Greenman was
using a computer all right, says Black,
but not to track the world’s security
markets as much as to track dozens of
fictitious accounts used to document
his clients’ statements.

If Greenman was no ordinary swin-
dler, neither were his victims ordi-
nary investors. They included a bank
president, the ex-controller of the
state of Florida, a fundamentalist
Christian college and the Boy Scouts
of America. Altogether, they put $53
million into the fund. Greenman re-
ported it had grown to $91 million in

two years. But when federal investiga-
tors checked the books, there were no
profits and only a $19 million portfo-
lio—largely in oil stocks. Factoring in
early payouts and commissions, the
total accounted for comes to about
$43 million.

Only one person, perhaps, knows
what happened to that missing $10
million of the $53 million originally
invested—Dennis Greenman, and he
is not talking. He has been absent
from court during the hearings for a
preliminary injunction, pleading the
Fifth Amendment. When a FORBES re-
porter drove to his home and knocked
on the door one night last month,
Greenman appeared shirtless, and
grunted “No comment” through a
nearby window.

Dennis Greenman moved to Florida
from New York City in 1977 to go to
work as a broker at Merrill Lynch’s
Jacksonville offices. Overweight and
rumpled—'the opposite of a flashy
dresser,” recalls a former client—he
obviously knew a lot about comput-
ers. His technical training began at
the elite Bronx High School of Science
in the 1960s and later he studied sci-
ence and computers in college. In
1978, aged 32, he set up a “special
arbitrage fund” at ML'’s Jacksonville
offices, but within months he
switched to Paine Webber in Miami.

If not a polished man, Greenman
radiated sincerity and brains. By the
time he moved to Paine Webber in
September 1978 he had attracted a
devoted following. Investors soon
started getting monthly computerized
Paine Webber statements, which
showed annualized returns of 75%,
85% and even higher. How could any-
thing be wrong? There was Green-
man’s obvious brilliance—how could
arumpled character like Greenman be
a con man?—and there was Paine
Webber’s reputation. Further, it could
hardly be a pyramid scheme, they
thought, because by 1980 Greenman
wasn’t even soliciting new clients. He
told investors his fund was “closed.”
Of course, there was still one way to
get a piece of the action: Join a limited
partnership with one of his original
clients, now known as ‘‘general part-
ners,” who would get up to 50% of the
partnership’s profits.

That did not daunt those limited
partners who flocked to Greenman'’s
fund by the hundreds. Then, quite
suddenly, in May 1980 after becoming
one of Paine Webber’s top-yielding
brokers, Greenman told clients he
was moving his fund to A.G. Becker, a
more efficient clearinghouse. Actual-
ly, he was at one remove from Becker,
which does not have a Miami office.
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Greenman’s new affiliate was a tiny
broker, Barclay Financial Corp., for
which Becker was the clearinghouse.

Greenman’s investors claim that
they wrote out their checks to Becker,
which authorized Greenman to set up
a bank account in the Becker name
and cash the checks at a Miami bank.

Barclay allowed Greenman virtual
autonomy. He and his staff worked
from their own office in Dadeland Pla-
za, a few miles from Greenman’s
home. Business was sensational.
From May 1980 to March 1981 Bar-
clay collected $4.43 million in com-
missions generated by Greenman—
98% of its revenues. Greenman’s
share came to $2.62 million.

One of Greenman’s most important
general partners was a fundamentalist
Christian attorney from Atlanta
named Lynwood Maddox. Maddox let
Atlanta’s Christian community in on
his good thing; he and his friends in-
vested $16 million in partnerships—
$2 million of it Maddox’ money.

It was sheerest accident that Green-
man was uncovered. One of his first
investors was a Tampa businessman
named Allen Wolfson. Enchanted
with reports from Greenman, in May
1980 Wolfson arranged an $8.5 mil-
lion loan from Tampa’s Metropolitan
Bank & Trust Co. to set up another

Greenman limited partnership.

Unfortunately for Greenman, Wolf-
son was being investigated by the
Tampa FBI and the Justice Depart-
ment’s Organized Crime Strike Force.
They noticed that the 20% bank loan
had been inflated by an agreement to
pay $100,000 per month for an option
on the bank’s building, allegedly a de-
vice to disguise a bloated interest rate
of 34%. Wolfson, it turned out, had a
dubious history; he had been convict-
ed by a Tampa jury of bank fraud in
1978. (A year after he began restitu-
tion, the conviction was set aside.)
That apparently had not deterred the
bank from approving the loan. Metro-
politan Bank Corp. President Donald
Regar had invested $100,000 in
Greenman’s fund himself.

The FBI, the Justice Department
and the SEC started looking over
Wolfson’s investment. By March
1981 Greenman got nervous. He
threw the Tampa investors out of the
fund, paying them and a few others
the $19 million they had on account.
But it was too late. On Apr. 1 the Feds
froze Greenman’s fund and had him
enjoined from spending any money or
moving into the million-dollar home
he had recently purchased. A federal
judge named Black as a receiver.

When Black started digging, he

came up with some interesting revela-
tions. For one thing, the broker’s
books on Greenman’s fund were dif-
ferent from Greenman’s. Greenman
showed assets of $91 million, while
Becker’s records showed only $20
million. Adding in the $19 million
Tampa payout and commissions,
there was still $10 million missing,
Black says. It is conceivable that
Greenman lost (or even made) some
money in his extensive options trad-
ing. But that is only conjecture.

How could Greenman persuade his
clients the fund had $91 million when
Becker showed it at $20 million?
Easy. Greenman obtained “replicas”
of blank A.G. Becker account forms,
Black contends, and ran them through
his own small computer, sending to
his clients inflated balances on state-
ments bearing fabricated account
numbers. Greenman didn’t miss a
trick. He knew the Becker firm would
send out genuine statements but saw
to it that these were sent to a dozen
post office boxes he controlled. He
apparently would intercept the genu-
ine statements and replace them with
phony ones made out on what ap-
peared to be genuine Becker forms.

What about Paine Webber? Did it
discover what Greenman was up to
and quietly kick him out back in May
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One of Dennis Greenman’s “statements” sent out last fall
This computerized statement—a perfect replica—contradicts actual Becker records. The customer thought his
$4.59 million investment (shown as U.S. Treasury notes plus closing balance) had earned $326,000 (shown as
“capital distribution reinvested”) in 28 days—an annual return of over 85%. He was wrong.
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1980? “Paine Webber swept it under
the rug,” Black says flatly. “It’s about
as dumb as what Nixon did.” He has
filed claims against both Becker and
Paine Webber, charging them with
failing to exercise due diligence.

Both firms deny it. “Our own inves-
tigation indicated that our firm
should have no liability,” says a Paine
Webber spokesman. A.G. Becker?
“There is no way that we could have
known what he was doing,”’ says
Becker Vice President Suzanne Peder-
son. “We had a responsibility to ex-
ecute and clear trades for Barclay and
we did that. Barclay was our custom-
er—not Greenman.”’

These arguments don’t sit well
with the investors. “My funds went
to Becker, came from Becker, and
were to be accounted for by Becker,”
says Don MacLean, a former Jack-
sonville city councilman who, with
friends, invested $6.7 million.
“Becker contracted for profit to pro-
vide the financial responsibility and
they got it.”

Of course, the investors could have
discovered they were being taken for
a ride by calling Becker to verify their
account numbers and mailing ad-
dresses. This never seems to have oc-
curred to them. Still, says Tom Tew,
attorney for a number of the inves-
tors, “Becker’s internal control should
have noticed the fictional account
numbers on the checks.”

What was the purpose of all this
double bookkeeping? Black says his
records show that between December
1980 and April 8 of this year Green-
man withdrew $4.5 million from his
Becker accounts. Black is certain that
Greenman has the money, and he
wants it all back.

Greenman is not talking, and his
lawyer, Miami attorney Robert Paul,
is not saying much. Greenman is co-
operating in good faith, says Paul; he
is not currently under indictment and
could leave the country at any time.
“But he has chosen to stay and
straighten this out.” Paul suggests
that some of the blame belongs on the
shoulders of the general partners.
“There were 400 investors in the pro-
gram and Greenman only knew 40 of
them. I think there’s a pervasive greed
among these investors that is hard to
be sympathetic with.”

And Allen Wolfson, the investor
with the checkered past who first
brought the police to Greenman’s
trail? Wolfson got out whole when
Greenman paid him off. But talk
about double jeopardy! Wolfson put
$500,000 of the money in an unrelat-
ed computerized commodities trad-
ing scheme called the Chilcott Fu-
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tures Fund, which promised returns
as high as 100%. Still following Wolf-
son’s trail, the FBI raided Chilcott
June 15 and found that, while it was
reporting assets of close to $100 mil-
lion, it actually had only $6.3 million
on account, with untallied additional
millions in oil, gas and mining in-

vestments. FBI Special Agent Alfred
Scudieri hints that yet another fund
might be closed down soon. “Our
first reaction to Greenman was that
this whole thing was unusual,” he
said. “Now our opinion is changing.
We're probably only scratching the
surface.” B

P e TR L SO B B e e ]
Some 270 million live in what are called
the “least-developed countries.” Their fu-
ture looks worse than the present.

Poorest of
the poor

By Desiree French

ERE ARE THE 30 poorest na-

tions on earth: 20 are in Africa,

the others scattered along the

ragged edge of the world from Yemen

to Haiti. Some 270 million live in

these 30 nations, with not much of a
present and less of a future.

Life has not been getting better in

the 30. Their economies depend on

the food they grow—=83% of the labor

force work the land. Worse, agricul-
tural production per capita has de-
creased in the past two decades. In
some cases total food production—
notjust per capita output—has actual-
ly fallen. In Ethiopia, for example, to-
tal food production dropped 16.5% be-
tween 1974 and 1979.

The Brandt Commission report, set
up at the suggestion of then-World
Bank President Robert McNamara,
makes the point better than FORBES

A sugar cutter in Haiti

Will help from outside be even harder to come by?
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