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Viewing TV-Style Programs in the DEN 
Entertainment: Santa Monica firm is planning to offer shows aimed at niche audiences on the Net. 
April 05, 1999|KAREN KAPLAN and P.J. HUFFSTUTTER | TIMES STAFF WRITERS 

http://articles.latimes.com/1999/apr/05/business/fi-24296 

Imagine a television network that features shows about punk rock, aggressive skateboarding and the neighborhoods of East Los 

Angeles as well an Asian-style Hardy Boys series. 

Such a lineup may be a hard sell for cable TV, let alone a broadcast network. But a Santa Monica company is planning to take 

on television by offering those shows--plus 26 more--on the Internet starting in May. 

By focusing on a large number of niche audiences, Digital Entertainment Network Inc. hopes to attract enough viewers to lure 

advertisers away from television. DEN has already signed ad deals with Ford Motor Co. and four other Fortune 100 firms worth 

a total of $12.5 million. 

Still, creating profitable entertainment for the Web is a Holy Grail that has so far eluded scores of start-ups. DEN relies on 

many of the same ingredients, including a two-inch-by-two-inch square of streaming video that is a poor substitute for a TV 

screen. 

"The Web as entertainment is still a very difficult model, even three, four or five years into the commercial Internet," said 

Patrick Keane, an online analyst with Jupiter Communications in New York. "People continue to view PCs as a task-oriented 

appliance, and it's hard to shake that stigma." 

DEN co-founders Marc Collins-Rector and Chad Shackley believe otherwise. The partners, who previously founded Internet 

service provider Concentric Network Corp., are aiming the new cyber-network at teenagers and twentysomethings who are 

equally at ease with a remote control and computer mouse. 

Indeed, many TV programmers agree that the Internet is cutting into young people's television viewing time and poses a 

challenge that should not be ignored. In the past, kids flipped on the tube when they came home from school, tuning in on 

syndicated cartoons and action-adventure shows. Now teens spend those same hours surfing the Web, weaving in and out of 

chat rooms and building their own kinds of multimedia entertainment. 

"If we target the people that TV is ignoring today, our audience will be huge," said DEN President David Neuman, who 

previously served as president of Walt Disney Television and Touchstone Television. 

Not that the cyber-network would need a huge audience to turn a profit. Neuman said DEN requires only 50,000 viewers to 

make a show profitable. 

Each episode will consist of six minutes of television-style streaming video and 15 minutes of interactive content. New 

episodes, which cost $10,000 apiece to produce but can be viewed for free, will be released twice a week at http://www.den.net. 



Digital Entertainment Network will launch this spring with 30 pilot programs. The initial programs were selected after 

demographic research identified the largest underserved communities on the Internet, Collins-Rector said. 

By summer's end, all but the 10 most popular shows will be cut from the lineup to make way for a new set of pilot programs. 

Streaming technology, coupled with the promise of high-speed broad-band networks, set DEN's efforts apart from such mid-

'90s disasters as American Cybercast Inc. That Web-based broadcaster, known for its soap operas that relied on still photos and 

diary entries, seemed to have all the right elements: a strong link between fans and stars, with regular updates to foster a loyal 

following. 

But none of its Web soaps, such as "The Spot" and "The Pyramid," became a commercial success, and American Cybercast 

went bankrupt in 1997. 

Analysts are skeptical of DEN's approach, in large part because it focuses less on interactivity than did its predecessors. 

"On the Internet, you're hunched over your keyboard with 10 fingers, and you're ready to do something," said Mark Hardie, 

senior analyst for entertainment and technology strategies at Forrester Research in Cambridge, Mass. "You're trying to be 

engaged." 

Such talk doesn't faze DEN executives, who say consumers have come to expect TV-style entertainment--even on the Internet--

and will click away from anything less. In fact, Collins-Rector attributes the demise of "The Spot" to its lack of moving 

pictures. 

Analysts also doubt that DEN's niche strategy will lure many advertisers, who prefer portal sites such as Yahoo because they 

promise a massive and broader audience. 

"It's an unproven business model," Hardie said of DEN's Internet-entertainment plan. 

That doesn't mean others aren't trying it. New York-based Pseudo Programs Inc. is also producing original shows for the Web, 

as are established sites such as Broadcast.com and CNN Interactive. 

Digital Entertainment Network has spent $15 million since its founding in 1996 and has grown from its two employees to 60. 

Collins-Rector said he and Shackley have funded a majority of the company's operations so far, and they have also raised $8 

million in venture capital. 

But DEN President Neuman said the company's success will depend on more than money. 

"If we have compelling content for the needs and desires and interests of our audiences," he said, "we will have a wonderful 

business." 

* 

Karen Kaplan can be reached via e-mail at karen.kaplan@latimes.com. P.J. Huffstutter can be reached via e-mail at 

p.j.huffstutter@latimes.com. 
 

  



Online Show Producer to Get Cash Infusion 
May 31, 1999|KAREN KAPLAN 

http://articles.latimes.com/1999/may/31/business/fi-42761 

Digital Entertainment Network, the Santa Monica firm that is creating a lineup of television-style shows for the Internet, is 

expected to announce today that it has raised $26 million from Microsoft, Dell Computer, Cassandra Chase Entertainment 

Partners, Chase Capital Partners and senior executives of Lazard Freres. Together, the investors will hold less than 20% of 

the company. Jim Ritts, Digital Entertainment Network's new chief executive, said the investment would fund the 

company's expansion efforts, including the development of shows aimed at its target audience of 14- to 24-year-olds. "We'll put 

the money to very good use," he said, "but of equal importance is the counsel from the partners." 

Ritts joined the company last month after serving as commissioner for the Ladies Professional Golf Assn. He previously served 

as an executive with Channel One, which produces a news program for schools. 

 

  



Veteran Industry Execs Will Head Start-Up Internet Record 
Company 
Music: Gary Gersh and John Silva will become co-presidents of DEN, which will promote and sell 
recordings from its Web site. 
June 1 1999 

http://articles.latimes.com/1999/jun/01/business/fi-42936 

Record industry veteran Gary Gersh will reenter the music business today with the launch of an Internet record 

company called DEN Music Group. 

Gersh and his partner, rock manager John Silva, have signed four-year, multimillion-dollar contracts to become co-presidents of 

the cybermusic start-up, which is a subsidiary of Digital Entertainment Network Inc., a Santa Monica company that creates and 

streams youth-oriented shows on the Internet. 

The move comes just six weeks after Gersh and Silva walked away from a reported $50-million label deal financed by former 

super-agent Michael Ovitz. Silva--who runs a management company that represents such top rock acts as the Foo Fighters, 

Beastie Boys, Beck, Rancid and Sonic Youth--and Gersh met with a number of major record corporations and financiers before 

deciding to close the deal with DEN. 

"We spent a lot of time chasing money to start our own label, but the longer the process went on, the farther we got from what 

we really wanted to do," Gersh said. "We wanted to be involved with something small and creative, not something giant and 

corporate. What appealed to us about DEN was the chance to be part of something bigger than a record company--a 21st 

century, Internet-based media company designed to use music as a part of a larger, more exciting whole." 

Gersh, a former Capitol Records president and talent scout who discovered such rock stars as Nirvana and Hole, has yet to sign 

any artists to DEN. He says DEN plans to release its first recording within months and is negotiating with several acts to join 

the company, but denies rumors that the Foo Fighters, who are free agents, will sign. 

Gersh and Silva say DEN will offer artists higher royalty rates and shorter-term contracts that will allow acts to retain 50% 

ownership of their master recordings--a proposal almost unheard of at major record companies. The company plans to promote, 

sell and eventually distribute recordings from DEN's current Web site, which features dozens of shows about punk rock, 

extreme sports and the neighborhoods of East Los Angeles, as well as an Asian-style Hardy Boys series. 

Besides signing their own acts to DEN, Gersh and Silva will look to build sales of other major and independent record 

companies by loading DEN's original programs with music that viewers can buy while watching the programs. DEN hopes to 

create new marketing opportunities for its acts and competing bands by creating episodes of original Internet video 

programming starring rock and hip-hop artists, which Silva said will cost less to produce than most music videos. 

"This isn't like some major label where you have one lone Internet guy off in the corner of this giant machine trying to figure 

out how to reach the audience on the Internet," Silva said. "These guys understand what Web users want and how to deliver it." 

DEN was founded by Mark Collins-Rector, an Internet pioneer who eight years ago launched Concentric Network Corp., one of 

the first Internet service providers. Colins-Rector and several of the company's other partners funded the start-up of the 

company, which has grown from two employees to 60 in the last three years. DEN, which has since raised millions of dollars in 

venture capital from Microsoft and other investors, is expected to announce a public offering soon, sources said. 

Gersh got his start 28 years ago as a clerk at a Los Angeles record store called Licorice Pizza. He landed his first record 

company job in 1975 at Capitol as a customer service representative who put up posters and counted albums at retail accounts. 



After working at a series of jobs in sales, distribution and promotion, Gersh was hired in the late 1970s as an artist and 

repertoire executive at EMI America, where he signed such hit acts as David Bowie, Stray Cats, Kim Carnes and John Waits. 

By 1985, he had joined Geffen Records, where he went on to sign and work with some of the hottest rock and pop acts in recent 

history, including Nirvana, Hole and Counting Crows. 

Gersh was hired in 1993 to rejuvenate EMI Group's languishing Capitol Records, where past management had been criticized 

for relying too heavily on old Frank Sinatra and Beatles catalogs. Gersh succeeded in luring a stream of notable artists to 

Capitol, including the Foo Fighters, Everclear, Paul Westerberg, Vic Chesnutt and Rosanne Cash. 

But none of those acts sold many records, and Gersh was ousted from Capitol last June primarily because of the label's sluggish 

performance, sources said. After his dismissal, Gersh teamed up with Silva to form a new management company called GAS 

Entertainment. The two quickly began shopping a traditional label deal, but got few offers from the major record corporations 

with whom they met. 

In January, Gersh and Silva began negotiating a deal with Ovitz and his new Artist Management Group. The agreement was 

reported as complete several times in a variety of media outlets. But Gersh and Silva say they decided to pull the plug on it in 

April--just weeks before the label was set to launch. Ovitz did not return calls. 

"The truth is John and I like Mike Ovitz a lot and he made us a very attractive offer," Gersh said. "But we walked away from 

the deal because we realized there wasn't going to be room for us to do things outside of the box like DEN in our relationship 

with Mike. And the more we proceeded forward, the things outside of the box became much more important and exciting to us. 

That's why we're here today." 

 

  



Digital Entertainment Appoints Former Microsoft Exec to Tech 
Post 
August 12, 1999 

http://articles.latimes.com/1999/aug/12/business/fi-64943 

* Digital Entertainment Network Inc., a closely held Santa Monica-based Internet entertainment site for teens and 

young adults, said it named Microsoft Corp.'s former Internet tools development director, Greg 

Carpenter, as chief technology officer. 

Digital Entertainment said Carpenter is known for his expertise in broadband and digital distribution of music. He 

spent the last six years developing imaging and graphic software at Microsoft. 

The company said Carpenter will help lead its drive to connect its den.net (http://www.den.net) Web page to teens 

and young adults ages 14 to 24. Digital Entertainment's site shows videos, including music and sports, designed to 

attract a young audience. 

 

Designory Names President-CEO 
August 25, 1999 

http://articles.latimes.com/1999/aug/25/business/fi-3385 

Walt Disney Co.'s Eddie Sotto, one of the top creative executives in its division that designs theme 

parks and resorts, resigned to join closely held Internet company Digital Entertainment Network as 

executive vice president of creative affairs. 

Sotto, a 13-year veteran at Walt Disney Imagineering, will join former Disney television division President David 

Neuman at Santa Monica-based Digital Entertainment, which offers Web programming targeting an under-25 

audience. 

At Disney, Sotto headed an internal "think tank," where he helped develop restaurants, shops and shows for theme 

parks including Disneyland in Anaheim. 

 

  



MARKET SAVVY : SAVVY CONFIDENTIAL: A Briefing for 
Investors : Market for IPOs Awakes From Late-Summer Slumber 
September 22, 1999|Times Staff, Bloomberg News 

http://articles.latimes.com/1999/sep/22/business/fi-12843 

Santa Monica-based Digital Entertainment Network Inc., which produces and airs online shows designed to 

appeal to viewers between the ages of 14 and 24, is joining the action, announcing plans for an initial stock 

sale that could raise as much as $75 million. 

The start-up runs Web sites that broadcast sports shows, dramas and comedies that are similar to television 

programs but that have interactive content. 

"Advertisers are trying to reach this audience at an early age because they are reaching for brand allegiance for a 

lifetime," said Patrick Keane, a senior analyst at Jupiter Communications Inc. in New York. 

But, he cautioned, "I still question if the Internet is ready for video entertainment." 

Digital, which launched programming May 10, runs 13 original shows. Its competition includes Viacom Inc.'s MTV 

Networks Online unit; Walt Disney Co.'s Go Network; traditional cable and TV networks; and online services such as 

Yahoo Inc., whose GeoCities pages offer community activities. 

 

  



Coming Soon to a Monitor Near You 
Internet video entertainment is gaining an audience. Offbeat quality, interactivity set clips apart from TV. 
October 07, 1999|KAREN KAPLAN | TIMES STAFF WRITER 

http://articles.latimes.com/1999/oct/07/business/fi-19656 

 

Gary Sun, a student at UC Davis, favors Santa Monica-based Digital Entertainment Network, or DEN, (http://www.den.net) 

because it offers shows about the hop-hop scene and religion--two things that are important to him. 

"In TV, they have to be a little more PC [politically correct] to captivate the audience," Sun said. "In DEN, they don't have to 

target a massive audience." 

The shows' other big attraction is that interactivity is built into the viewing process. Users can mix and match various shows to 

create their own lineups. 

"It gives the consumer the ability to be the programmer instead of NBC," said Jim Moloshok, president of Warner Bros. Online 

in Burbank, which will launch its Entertaindom online network later this month. 

That means viewers can watch exactly what they want, when they want to, and that appeals to Adam Law, a USC student who 

is fond of the shows offered by Digital Entertainment Network. 

"I can watch it on demand," Law said. "I don't have to schedule it or tape it on my VCR." 

Despite such enthusiasm from viewers, most are still not willing to watch online shows for hours on end, as they would with a 

TV network's prime-time lineup. The reason has more to do with human nature than with the limitations of today's technology. 

"It's easier to be interactive for five minutes than it is for three hours," Geirland said. "The major attraction is the fact that 

between deleting my old e-mail and making this phone call, I can watch a little video." 

Even the executives who produce the shows harbor few illusions about displacing television. 

"I don't think anybody's going to sit at their computer and watch a feature-length film like you would on your sofa," Moloshok 

said. 

The short Web films aren't really like traditional TV shows or movies anyway. Much of the content that ends up online was 

originally intended for more traditional venues such as cable networks and film festivals but didn't quite fit in there. 

Now, producers sell it or send it out for free to Web venues. AtomFilms, for instance, receives between 50 and 100 film 

submissions each week at its main office in Seattle, said Mika Salmi, the company's founder and chief executive. 

Other sites, including DEN, Entertaindom, and WireBreak Entertainment of Venice, are creating new episodes from scratch. An 

episode generally costs between a few hundred and a few thousand dollars to produce. 

"We need to create programs that couldn't exist anywhere else," said David Wertheimer, WireBreak's chairman and chief 

executive. "It's a question we ask every step along the way: 'Could this show just as easily be done on TV?' If the answer is yes, 

we either rework it or we don't do the show." 

The sites compete vigorously to attract viewers and the advertisers that want to reach them. DEN, for instance, has signed up 

such blue-chip advertisers as Ford and Pepsi, while WireBreak launched with Compaq Computer, Gillette and Showtime as 

charter sponsors. 



Some sites are augmenting advertising income with e-commerce revenues. At AtomFilms, viewers can buy short films--either 

individually or in compilations--right on the site. StudioNext.com recently launched a service to digitize home movies and put 

them on the Internet for free, but the company charges for perks like extra storage space, bigger viewing windows and password 

protection. 

Last month, DEN announced plans to raise $75 million in an initial public offering. But analysts said investors should not 

expect to make a quick profit. Even television programmers didn't find a successful formula right away. 

"The sitcom took a long time to develop," said Mark Hardie, senior analyst on entertainment and technology strategies for 

Forrester Research in Cambridge, Mass. 

 

  



Top Business Exec at Disney's Studio Division Is Promoted 
October 28, 1999 

http://articles.latimes.com/1999/oct/28/business/fi-26996 

* Jim Ritts, chief executive of Digital Entertainment Network Inc., has been named to the additional post of 
chairman of the Santa Monica-based youth-oriented Internet entertainment programmer. 

 

TBWA/Chiat/Day Lands 2 Online Clients 
October 16, 1999|(Greg Johnson) 

http://articles.latimes.com/1999/oct/16/business/fi-22839 

TBWA/Chiat/Day has been named the advertising agency of record for Digital Entertainment Network and 
IExchange.com, two online companies that are joining the rush to build brand awareness among computer-savvy 
consumers. Santa Monica-based DEN is an interactive online network that uses entertainment, cultural 
programming and e-commerce to target young consumers. DEN's advertising campaign will break in the fall, with 
an emphasis on 14-to-24-year-old consumers. "We're in the midst of looking at what the advertising mix will be," 
said Ed Winter, DEN's chief marketing officer. TBWA/Chiat/Day also is readying a campaign for Los Angeles-based 
IExchange.com, which offers online investment advice to consumers who are using the Internet to shape their 
personal finances. Initial advertising and marketing will be focused in San Francisco and New York, according to 
company spokeswoman Susan Hense. The campaign initially will target 24-to-35-year-olds who already are turning 
to the Internet for investment guidance. It will include Internet postings, subway advertising and banner ads. 

  



3 Co-Founders Quit Before Digital Entertainment IPO 
November 04, 1999|ASHLEY DUNN | TIMES STAFF WRITER 

http://articles.latimes.com/1999/nov/04/business/fi-29613 

Three co-founders of Santa Monica-based Digital Entertainment Network have unexpectedly left the company in the midst of 

preparations for an initial public stock offering, in part because of a civil lawsuit alleging sexual misconduct by one of the 

founders. 

Marc Collins-Rector, the 40-year-old founder and chairman of the company, resigned last week, a month after a complaint was 

filed in U.S. District Court in New Jersey that he had engaged in sexual activity with a minor in 1996. 

The suit was quickly settled under undisclosed terms, although Collins-Rector denied the allegations. 

The company said in a statement that Collins-Rector had always planned to leave the company once it was up and running on 

its own, but the suit "accelerated" his departure. 

"It was his idea entirely to leave early," said Collins-Rector's attorney, Ron Palmieri. 

Palmieri said that Collins-Rector thought it was best to leave to keep Digital Entertainment Network from being further 

blemished by the lawsuit. 

After Collins-Rector's departure, two other co-founders of the company, Chad Shackley, 24, and Brock Pierce, 18, also resigned 

to join their partner in a new venture, which Palmieri said had to do with encryption technology. 

Shackley and Pierce were not involved in Collins-Rector's lawsuit. 

The company had little to say about the resignations, citing Securities and Exchange Commission rules on public comments 

prior to an initial stock offering. 

But in a prepared statement, it said Collins-Rector's resignation was mutually agreed on and that his departure would not change 

the leadership of the company, which remains unchanged under CEO Jim Ritts and President David Neuman. 

Digital Entertainment Network creates video, audio and music programming for "Generation Y" Web surfers. It is scheduled to 

officially launch its programming next week. 

In September, Digital Entertainment filed plans for a $75-million IPO. 

Collins-Rector owns about half the company's stock and has put voting control of his stake in the hands of two board members. 

IPO experts said that the resignations of the three was an unusual event that could impact the company's stock offering. 

Manish Shah, publisher of IPO Maven, said the allegation of sexual misconduct would probably have little impact on the 

company, which was originally included in the lawsuit, but later removed by the court since it did not exist at the time of the 

alleged incidents. 

But he added that the departure of the co-founders could be serious. "Maybe they didn't have much operational control of the 

company; it just leaves a lot of questions open," he said. "To leave at this time creates a sense of instability." 

Stephen Lacey, managing editor of IPO Reporter, said that he would not be surprised if the company delayed its stock offering 

for several months. 



Real Life Got You Down? Get Advice From a Reel Pro 
November 19, 1999 

http://articles.latimes.com/1999/nov/19/news/cl-35286 

Dear Carrie? 

Writer-actress Carrie Fisher is writing her own advice column on the Net. Yes, that would be the same Carrie Fisher who has 

spoken publicly about her battles with mental illness and drug addiction. 

"I've made more mistakes than anyone," Fisher told us. "I have to go into this with a huge caveat: Why would I know the 

answers?" 

Still, the sought-after script doctor and author of the poignant novel "Postcards From the Edge" (and screenplay) is a great 

communicator. "One of my first addictions was a verbal one," she joked. 

Fisher will serve as "Den Mother" for the Santa Monica-based Digital Entertainment Network, which offers programming and 

e-commerce for Generation Y (ages 14 to 24) at http://www.den.com. She will also author DEN's "Postcards From the Net" 

column on interesting Internet sites. 

Fisher has become quite the Web enthusiast, cruising chat rooms, which she calls "the trailer parks of the Internet." 

"There is so much of it that is sexual and obscene, and that doesn't interest me," she said. But it is a great communication tool, 

said Fisher, who likes the anonymity of a screen name. 

"I've been around people in the entertainment industry forever. They are fine, but there are more people in [the] world. My 

fantasy is other people." 

 

 

  



Beasties' Own Label May Go in High-Tech Direction 
January 30, 2000|STEVE HOCHMAN 

http://articles.latimes.com/2000/jan/30/entertainment/ca-59084 

The Beastie Boys are staying with Capitol Records, having just renegotiated their deal with the company into what is said to be 

one of the largest and most innovative in the industry. 

But a lot of people in the music business wondered why the announcement made no mention of the trio's Grand Royal label--

which had been a high-profile joint venture with Capitol. 

There's a good reason: Grand Royal is headed away from Capitol--and maybe out of the conventional record business world 

entirely. 

The Beasties and their Grand Royal team are reportedly in negotiations with several major technology companies about setting 

up the company on the World Wide Web in a deal that could go well beyond just music to also include video programming and 

product marketing. Much speculation centers on the Digital Entertainment Network, the Santa Monica company in which 

Beasties managers John Silva and Gary Gersh (who also used to be Capitol's president) are now based. 

Neither Grand Royal President Mark Kates nor the Beasties' management would discuss the situation, but many music 

executives say such a move makes sense, especially with the current climate in the music business. 

It used to be that having a label like Grand Royal could benefit a record company simply in its "cool" factor--as Atlantic used 

alliances with Matador and Mammoth in the early '90s to give itself credibility in the alternative-rock world. 

That's not the case in the music business so much today, where corporate pressures demand instant sales results over a cool 

image. Many music executives, in fact, say the primary attraction of Grand Royal had been the prospect of a relationship with 

the Beasties that might lead to a recording deal with them as well. With the group sticking with Capitol, that's no longer the 

case. 

"Having the Beastie Boys label has value if you have the Beastie Boys," says one top executive at a rival company. 

And Grand Royal, apart from the Beasties and Luscious Jackson, who also stays at Capitol, has not had any hits. The top sellers 

on the rest of the roster: German techno-punk act Atari Teenage Riot's 1997 "Burn Berlin Burn!" at 75,000 in the U.S. and Sean 

Lennon's 1998 debut album "Into the Sun," with just 56,000 copies in the U.S. despite considerable press. 

Even with the Beasties' reputation for being ahead of the curve and connected to the heart of youth culture, as well as the great 

respect Kates (a former Geffen artists and repertoire executive who worked with Nirvana and Hole) has for savvy and 

innovation, those sales are not enough to tempt many major labels. 

But in the emerging cyber-markets, cool can still play. 

"Though they haven't had acts that have had instant success, you've got a credible label with credible people," says another 

major-label executive. "They're perfect to break away from the majors and go to a tech company or something." 

 

  



Web Start-up DEN Replaces Top 2 Execs, Drops IPO Plan 
Entertainment: Firm is expected to name former Capitol Records President Gary Gersh as chairman. 
February 10, 2000|JOSEPH MENN | TIMES STAFF WRITER 

http://articles.latimes.com/2000/feb/10/business/fi-62815 

Internet entertainment start-up Digital Entertainment Network has replaced its top two executives and scrapped plans for an 

initial public stock offering as it retools after the fall departure of its founders. 

The Santa Monica-based company is expected today to name former Capitol Records President Gary Gersh, who had led DEN's 

music division with partner John Silva, as its full-time chairman. 

Onetime Microsoft executive Greg Carpenter, who had been DEN's chief technology officer, will be promoted to chief 

executive, according to sources familiar with the company's plans. Gersh declined to comment. 

The pair succeed CEO Jim Ritts and Chief Operating Officer Bruce Gamache, neither of whom returned calls. Ritts, one of a 

number of Channel One veterans at DEN, had been acting as chairman since the abrupt departure of DEN founder Marc 

Collins-Rector and two of his allies as Collins-Rector settled a sex molestation lawsuit. 

DEN, which makes short live-action video features viewable over the Internet and aimed at teenagers and young adults, has 

more than 300 employees, a number that is expected to decline as it shifts its focus toward using content created by other 

companies. 

DEN also is expected to announce an infusion of money--$24 million from Chase Capital Partners, Enron Broadband Services 

and Intel--bringing the total raised so far to $65 million. The company has also been negotiating for an investment by NBC. 

At the same time, the stakes controlled by Collins-Rector and former executives Chad Shackley and Brock Pierce have been 

reduced from about half the firm to about 25%, sources said. 

Former Disney television executive David Neuman will remain as DEN president, and Silva will become sole head of DEN 

Music. 

One of the first pure entertainment sites to plan an IPO, DEN secured long-term advertising from Pepsi, Ford and others, as well 

as early investments from Dell Computer and Microsoft. But viewership has remained low at the DEN.net site and employee 

turnover has been high. 

Abandoning that $75-million IPO for the foreseeable future, DEN will have to cut expenses, including million-dollar executive 

salaries that had attracted criticism. 

Future salaries will be capped at $175,000 before stock and options, much closer to the norm for an Internet start-up, according 

to sources at the company. 

 

  



How a Visionary Venture on the Web Unraveled 
Start-up firm's white-hot bid to redefine entertainment turned into a cautionary tale amid financial excesses 
and a sexual abuse lawsuit. Site relaunch is planned. 
May 07, 2000|JOSEPH MENN and GREG MILLER | TIMES STAFF WRITERS 

http://articles.latimes.com/2000/may/07/news/mn-27448 

"The boob tube zombie television is dead. . . . Global entertainment will be delivered over the Internet. . . . Digital 

Entertainment Network will create the last network." 

These were the visions of a Santa Monica company known as DEN, spelled out in a fiery 38-page manifesto written two years 

ago by its founder. And for a while, the venture was white-hot, pioneering the fusion of Hollywood and the Silicon Valley. 

Executives from Disney and other major companies flocked to join the company. Digital Entertainment Network hired 

Hollywood directors and actors to create original programs for its Web site. Advertisers including Ford and Pepsi eagerly 

plastered their logos on the DEN.net home page, and industry giants such as Microsoft invested millions of dollars. 

But after two years of trying to build an audience for TV-style entertainment over the Internet, DEN has yet to produce a 

program as compelling as the unraveling of the company itself. 

Beset by business blunders and allegations of sexual misconduct against its founder, the company squandered an opportunity to 

define the intersection of California's two premier industries. Instead, as a rival executive said in a recent interview, "they have 

become poster boys for what not to do." 

The founder, Marc Collins-Rector, was forced to leave the company after a lawsuit accused him of molesting a teenage boy, a 

charge he denies. A planned stock offering that could have netted him and his executives hundreds of millions of dollars was 

abandoned. More than a third of the company's 300 employees were recently laid off and sources say the company is 

scrambling to find new financing. 

Production of shows has been halted, and the vast audience that DEN's founders promised is now so tiny it doesn't even register 

with top Internet ratings services. 

The implosion raises questions about how carefully some of the most powerful backers of the Internet economy scrutinize the 

companies they support. Most seemed oblivious to flaws in the Digital Entertainment business model and the exorbitant salaries 

its executives were paying themselves. Investors also knew little about Collins-Rector, the entertainment novice they entrusted 

with their money. 

"It is one of the leading cautionary tales that come up in Internet conversations," said an executive at another online 

entertainment company. "It comes up in terms of overpaying executives, oversetting expectations, burning too bright too soon." 

Ken Andersen, managing editor of the VentureWire electronic newsletter in New York, added: DEN shows that "anybody can 

raise a million dollars in dumb money." 

Collins-Rector declined to be interviewed. His attorney, Ronald Palmieri, denied that his client has done anything wrong. 

Hoping to salvage some of the company's promise, a revamped executive team, led by former Capitol Records President Gary 

Gersh and former Microsoft executive Greg Carpenter, is planning a relaunch of the site this month. They say the new DEN will 

be larger but leaner, still offering TV-style programs, but also music, news, chat and other content aimed at a college audience. 

They are also being careful to steer clear of their predecessors' bombast. 



"DEN was slated to be big, to be huge, to take over," said Gersh, a company executive and director since last May. "We were 

going to change the world and we were going to get rich quick. All we're trying to do now is tell people there's no substitute for 

rolling up your sleeves and going to work." 

Saw Potential of New Technology 

The convergence of entertainment and technology only now seems at hand, after years of false starts. In the early 1990s, 

Hollywood and high-tech firms lost millions on bets that viewers were ready to leave their television sets to click through 

interactive entertainment on CD-ROMs. 

Later, as the Internet began to bloom, early episodic shows such as the online soap opera "The Spot" generated curiosity but not 

much revenue. 

But what seemed farfetched after those failures now appears inevitable. Many teenagers now get the bulk of their music online, 

and many Hollywood and high-tech executives believe that consumers will soon get much, if not most, of their entertainment 

via the Net. 

So far, only about 2% of U.S. households have the high-speed Internet connections necessary to stream video smoothly. And 

even then, the images appear in a box about the size of a postcard. But analysts expect those technological barriers to crumble 

over the next five years. Already, they estimate that 7 million college students have high-speed access in their dorms or 

elsewhere on campus, and 15 million adults have such access in the workplace. 

Collins-Rector saw the potential of this booming technology earlier than most. He lined up major investors, grabbed key 

advertisers, and his company was the first entertainment site to file for an initial public stock offering, positioning executives for 

the kinds of Internet riches that Hollywood moguls have come to envy. 

DEN had a full slate of MTV-style programming online before many of its rivals were even a flicker on someone's computer 

screen. Users who downloaded a small piece of software known as the Denabler could watch shows that were streamed over the 

Net, meaning they flowed across the computer network as tiny packets of data. The offerings included a series set in a fraternity 

house and a drama geared toward Christian teenagers. 

Setting Sights on 'Generation Y' 

Collins-Rector was the main creative force. A 40-year-old technology guru with no entertainment experience, his background 

was murky even to the top executives he hired. But he did have tens of millions of dollars and a certain amount of tech industry 

cachet from an earlier company he had founded called Concentric Research. 

His two DEN co-founders were Chad Shackley, then 24, who had lived with Collins-Rector since dropping out of a Michigan 

high school, and Brock Pierce, then a 17-year-old actor best known for his leading roles in such Disney films as "The Mighty 

Ducks" and "First Kid." 

All three lived in a 12,616-square-foot mansion in Encino, drove a Ferrari and a Lamborghini, wore Armani suits, took spur-of-

the-moment vacations to the tropics and threw parties that attracted a young, hip crowd that also defined DEN's target audience. 

In his manifesto, crafted to energize early employees, Collins-Rector set his sights on segments of so-called Generation Y that 

he said were being ignored by mainstream television and movies. He identified punk rockers, extreme skaters and "hip-

hoppers," and put gay teenagers at the top of the list. The company would build a huge market by "globalcasting to a narrowcast 

audience," he vowed. 



Work began in 1998 on its first show, "Chad's World." Produced by the teenage Pierce, the show centered on a 15-year-old 

from Michigan who questions his sexual orientation and ultimately flees his town's intolerance to move in with a gay couple in 

a California mansion. 

For early financing, majority owner and chairman Collins-Rector turned to high-profile individuals he had come to know in 

Hollywood, including television actor Fred Savage. Former U.S. Rep. Michael Huffington said he invested $5 million. 

Huffington later complained that he was led to believe major companies were investing at the same time he was, and on the 

same terms--which wasn't true. He also said Collins-Rector traded on his name, describing Huffington as vice chairman 

although he held no such position. 

Soon Collins-Rector was jetting across the country for meetings with much bigger players in the worlds of technology and 

venture capital. 

He was smooth in pitch meetings, using a laptop computer to show investors how DEN would transform not only Internet 

entertainment, but also advertising and e-commerce. One CD-ROM demonstration showed how users would be able to stop a 

show in freeze frame, then click on an actor's shirt to buy one like it. The technology never appeared on the actual Web site, but 

investors were impressed nonetheless. 

By June 1999, DEN had raised $33.5 million from major backers of new ventures, including Cassandra Chase Entertainment 

Partners, Chase Capital Partners, Dell, Microsoft and Exodus Communications. The companies declined to discuss with The 

Times their decisions to invest in Digital Entertainment Network. 

DEN's outside directors included Mitchell Blutt, executive partner of Chase Capital, the $8-billion investment fund of Chase 

Manhattan Corp., and former A & M Records President Gilbert Friesen, president of the board of trustees of the Los Angeles 

Museum of Contemporary Art. They also declined to be interviewed. 

Business associates and employees said they, like the financial backers, were drawn to Collins-Rector's creativity and 

confidence. 

"The guy is smart, affable and had a vision," said current Digital Entertainment Network Chief Executive Carpenter. "A lot of 

his vision panned out." 

Background a Mystery to Many 

But even to Carpenter and others close to him, Collins-Rector's background was a blur. Dozens of employees, business 

associates and social acquaintances said they didn't know--or offered conflicting accounts of--where he had grown up, where he 

had gone to school, and what he had done before DEN. 

Collins-Rector often claimed to be in his late 20s, and associates and employees said he gave the impression he had been a 

computer student at UCLA. But company filings show that he is 40, and officials at UCLA say there is no record that he was 

ever a student there. According to records in Los Angeles Superior Court, he changed his name in 1998 from Mark Rector to 

Marc Collins-Rector. 

His early business partners describe him as smart and personable, but a man whose ideas were too far out in front of what was 

possible. 

Nearly 20 years ago, he was the brains behind a short-lived telecommunications company in Florida called Telequest. Laura 

Brandeis, one of the original investors in the company, described Collins-Rector as "a genius" but also "too much into instant 

aggrandizement," once demanding that the fledgling company buy him a sports car. 



In 1984, Collins-Rector and an Orange County businessman named Stephen Fryer founded an Irvine-based company called 

World TravelNet that electronically coordinated tours and cruises. Its affiliate, World ComNet, sold shares on the Vancouver 

stock exchange in 1987. The value of the company peaked at about $100 million before it ran into sharp competition from the 

airline industry and eventually filed for bankruptcy. 

"It was so close," Fryer said. "We just ran out of money." 

In 1991, Collins-Rector rebounded by launching Concentric Research in Bay City, Mich. The company was like an early 

Internet service provider, enabling computer users to avoid long-distance charges when dialing into electronic bulletin boards. 

The company's setup reflected Collins-Rector's ingenuity. Needing local telephone access numbers, but spurned by regional 

phone companies, he built a nationwide network by installing phone equipment in rented space in Payless Shoe Store locations 

around the country. 

Concentric tapped a growing market. Bulletin boards, essentially pre-Web chat rooms, once numbered in the thousands, 

offering computer users the chance to find others with common interests, and to trade messages on almost any topic. 

Collins-Rector had become a devotee of bulletin boards, which he apparently used to strike up relationships with at least two 

teenage boys, including his Concentric co-founder, Shackley, a high school student in Bay City. After meeting online, 

according to associates, their relationship flourished and Collins-Rector decided to base Concentric in Bay City and bring 

Shackley, then 16, into the company. 

Shackley's parents, who declined to be interviewed, were initially supportive of their son's involvement with the business. 

Shackley's father, a real estate developer, even helped set up the company in one of his buildings, according to an account 

Collins-Rector posted on the company's Web site. 

But according to a family friend, Shackley's parents were dismayed when their son informed them that he was dropping out of 

high school and leaving home to move in with Collins-Rector. The two have been professional and personal partners ever since, 

according to Collins-Rector's attorney, Palmieri. 

Even so, Collins-Rector continued to spend time on bulletin boards, including one at which he met a 13-year-old boy from New 

Jersey. The boy, now 20, says that Collins-Rector, using the screen name "Cyberpoet," offered him part-time work handling 

customer complaints at Concentric and flew him to Michigan and California for meetings. 

By 1995, Concentric was still relatively small, with 25 employees and $1 million in revenue. But its rapid growth attracted 

attention from Silicon Valley. That year, Collins-Rector and Shackley sold control to a group that included the top-drawer 

venture capital firm of Kleiner Perkins Caufield & Byers. 

The two men pocketed millions and kept some stock in the company. Renamed Concentric Networks, the firm went on to 

become even more valuable, and this year agreed to be acquired by Nextlink Communications for $2.9 billion. 

The windfall enabled Collins-Rector and Shackley to pursue a lavish new lifestyle. They bought an enormous RV and traveled 

the country scouting living locations, settling briefly in Beverly Hills before paying $2.47 million in 1997 for a mansion in 

Encino. 

They called it the "M & C Estate," for Marc and Chad. The 1 1/2-acre property, which includes a swimming pool, aquariums 

and a movie screening room, became a stage not only for elaborate parties, but for DEN. It was initially the base for the 

company and provided the filming location for a number of DEN shows, including "Chad's World." 

High Salaries for Executives 



The extravagance at the M & C Estate spilled over into the company, which burned through cash at a rate that was alarming 

even by Internet start-up standards. 

Once it had secured cash from investors, Digital Entertainment set out to assemble a high-profile management team. But instead 

of tying compensation primarily to stock options--as most Internet companies do to control costs--DEN immediately offered 

high cash salaries and bonuses. 

According to a company filing with the SEC last fall, David Neuman, recruited from Disney to become DEN's president, was 

paid an annual salary of $1.5 million. Gersh and John Silva, music industry executives brought in to start a record label, were 

each paid $600,000. The company's head of marketing was paid $1 million and its chief financial officer $400,000. 

Even Brock Pierce, then 18, was paid $250,000, more than most full-fledged Internet chief executives earn. Pierce and Shackley 

both took executive vice president titles. 

The company was also spending heavily to build its roster of shows. DEN hired Randal Kleiser, who had directed such films as 

"Grease" and "The Blue Lagoon," to create a science fiction series called "The Royal Standard." Actress and author Carrie 

Fisher was hired to write an online advice column called "Denmother." 

By last fall, DEN was in production on 13 shows and planning seven others. 

All told, through the first six months of 1999, the company hadn't recorded a dime in revenue and reported a loss of $20 million, 

including $12 million in salaries and "programming costs." Losing money is hardly unusual for Internet start-ups. But while 

most spend the bulk of their money on marketing and scrimp on salaries and content, DEN was doing the opposite. 

"We were trying to bring in significant marketing and Hollywood-oriented talent," said James Ritts, who was DEN's chief 

executive through much of last year. "Investors came into the company knowing the salary structure and, at least at that time, 

found it reasonable." 

But some employees said there was more focus on money than on the company's direction. "I went into DEN thinking this is 

going to be something great, it's going to change things," said one early hire, former production manager Jeff Moore. 

Moore said top people spent a lot of time talking about how much money was being invested in the venture and how much they 

stood to benefit when the company offered stock for sale. "After a while, it seemed like the executives were only about, 'How 

can we make a buck?' " 

Even Gersh, the new chairman, acknowledges there was an unhealthy preoccupation with the IPO. "Everybody was really 

focused on taking the company public," he said. "The day you go public [should] be the beginning of the game. It always 

seemed like the end of the game." 

Some DEN employees also became concerned about what they saw as an uncomfortable overlap between Collins-Rector's 

personal life and the company he controlled. 

Collins-Rector set up those closest to him with plush jobs at the company, and his justifications for the moves often seemed 

strained. He credited Pierce, for example, with coming up with a way to speed video transmission on the Net. 

"Microsoft spent $800 million trying to [solve the problem]," Collins-Rector wrote in his vision statement. "Brock looks at the 

problem and goes, 'Oh, it's simple.' " 

According to several former DEN executives, the inspiration was simple indeed: It was to move the camera as little as possible, 

so computers would have fewer image changes to process. (Palmieri, the attorney for Collins-Rector, said Pierce's 

"contributions to the company were enormous. I have been in meetings with him, and he's contributed substantially.") 



One former supervisor said Collins-Rector directed him to hire certain teenagers who weren't qualified for the jobs they sought. 

"He would come to me with ultimatums on who I should hire," said the former manager, who spoke on condition of anonymity. 

"Young hip kids were his thing." 

Some workers said they felt compelled to do things well outside their job descriptions. One young employee said he was told 

that "if he valued his job" he would travel with Collins-Rector and his young executives, Shackley and Pierce, on a vacation to a 

tropical resort last spring. 

The employee complained to his supervisor, who confirmed the account to The Times, but who said he didn't report the matter 

to top executives because they worked for Collins-Rector. The teenager said that he felt compelled to make the trip and that 

Shackley made a sexual pass at him. After he rejected the proposition, the teenager said, the trip ended early. 

Attorney Calls Allegations False 

Favored employees were also invited to parties at the Encino mansion, and several said they were encouraged to spend the night 

there. 

Palmieri, also the attorney for the other two co-founders, said such allegations are false, and that "nothing was going on that was 

improper." Regarding the accusation that an employee was pressured to take a trip with the founders, Palmieri said Shackley 

denies the allegation and "has no idea what this could be referring to." 

Palmieri also points out that no DEN employee has filed a suit or lodged a formal complaint within the company accusing 

DEN's founders of sexual harassment or any other misconduct. 

Company executives, including Gersh, Carpenter and Neuman, as well as board members, said they were unaware of any 

improper behavior by Collins-Rector and regarded his personal life as beyond their scope of concern. "Who people date," said 

Marc Nathanson, a DEN director and former Falcon Cable chief executive, "is none of the board's business." 

The board was soon forced to take notice. 

Last September, the company filed documents with the Securities and Exchange Commission proposing to raise $75 million in 

a public stock offering. But two days earlier, Collins-Rector was served with a lawsuit filed by the New Jersey boy he had hired 

as a 13-year-old customer service employee at Concentric in the early 1990s. 

The suit, filed last May in U.S. District Court in Trenton, N.J., accused Collins-Rector of using his position of influence to 

sexually abuse the boy repeatedly from 1993 to 1996. In one instance, the suit alleged, the boy was flown to Bay City for a 

work assignment and invited to stay in Collins-Rector's home. That evening, according to the suit, Collins-Rector entered the 

boy's room and "moved his hand down [the boy's] chest, repeating the question, 'Do you trust me?' " 

The suit alleged that sexual encounters continued after Collins-Rector had sold his controlling stake in Concentric, moved to 

California, and founded Digital Entertainment Network. The age of consent in California is 18. 

At first, Collins-Rector denied the allegations and indicated he would fight the suit. That strategy collapsed after the emergence 

of a tape recording of a phone conversation between Collins-Rector and the boy, according to a source familiar with the case. 

Palmieri denies the existence of any such tape. He said that in his first meeting with the boy's attorney, he demanded, " 'If there 

is a smoking gun, let me see it.' There was no such thing." 

The FBI also began a criminal investigation, according to two sources with knowledge of the probe. The investigation is 

continuing, sources said, and the FBI refused to comment. Palmieri said that he is unaware of such an investigation, and that 

neither he nor his client has been approached by the FBI or any law enforcement agency. 



Collins-Rector agreed in mid-October to settle the suit, paying the plaintiff, now 20, an undisclosed sum but admitting no guilt. 

Palmieri characterized the suit as "classic IPO blackmail," and said Collins-Rector agreed to settle only to minimize publicity 

and damage to DEN. 

Collins-Rector's stake in the IPO "would have been worth hundreds of millions of dollars," Palmieri said. "Any business 

attorney or litigator would immediately consider giving a token payment [to the plaintiff] to save the company and his own 

investment." 

After the settlement, Collins-Rector, Shackley and Pierce left the company. Palmieri said the three had been planning to leave 

for some time, eager to pursue new technology ventures. The suit was "a factor" in their decision to leave, Palmieri said, "but 

not the catalyst." 

But Ritts, who replaced Collins-Rector as chairman, said the founder had been asked by the board to leave because, as he put it, 

"the allegations related to an area that was philosophically inconsistent with a company that was aimed at 14- to 24-year-olds." 

Hopes Dashed for 1999 IPO 

Inside DEN, the impact of the lawsuit was devastating. It dashed hopes for the public offering of stock and "stopped the 

company dead in its tracks," said one senior DEN employee. The allegations soured an atmosphere that had been "exciting and 

fun in which everybody felt lucky to be here," he said. 

Current DEN executives said the suit caught them completely off-guard. Gersh said he never saw "anything that would lead me 

to believe [Collins-Rector] was propositioning anybody." 

At a time when the stock market was minting millionaires at one dot-com after another, employees saw their prospects for IPO 

riches evaporating. DEN still had about $18 million on hand as of last June 30, but the company was burning through more than 

$3 million a month and had yet to report any revenue. 

Meanwhile, other online entertainment sites were building larger audiences with leaner business models. Its momentum sapped, 

Digital Entertainment Network withdrew its IPO and undertook a major retrenchment in February. It also announced the 

resignation of Ritts, who acknowledged that he didn't act swiftly enough to pare DEN's costs. 

Gersh, the onetime record executive, was named chairman. Carpenter was promoted from chief technology officer to chief 

executive. Investors, including Intel Corp. and Chase Capital Partners, contributed $24 million in new funding. 

Gersh fired more than 100 workers, closed one of DEN's offices in Santa Monica, and halted production of new shows. Gersh 

and Carpenter also capped executive salaries at $200,000 per year, although Gersh said one "key" DEN employee continues to 

make about $350,000 a year because of a contractual agreement. 

Having cut the burn rate by more than half, Gersh and other executives began to rebuild the Web site around five "channels": 

music, sports, entertainment, previous shows and a college life category called "The Quad." 

For "The Quad," DEN is soliciting drink recipes and spring break photos from students. For the sports channel, the site is 

filming 360-degree virtual tours of skateboard parks. And for the entertainment channel, DEN is relying on deals with other 

Web sites and production houses, instead of creating shows itself. 

Carpenter said DEN expects to collect more than $7 million this year in advertising revenue--excluding barter arrangements--

from Pennzoil, Ford, Blockbuster, Microsoft, Dell and Pepsi. Still, its audience in March was too small to register with Media 

Metrix, meaning it had fewer than the minimum 250,000 visitors necessary to be tracked. By contrast, Shockwave.com, a 

popular source of games, animation and software for teenagers, attracted 4 million visitors. 



Industry sources say DEN has been pursuing new financing and exploring a sale of the company to one of many emerging 

rivals, without any takers. But the mood at DEN seems to have recovered. On a recent weekday afternoon, DEN's cavernous 

brick headquarters hummed with the caffeinated energy of any Internet start-up. Employees scurried across the bare concrete 

floor and huddled over computer screens in the ongoing rush for the relaunch. 

"The mood is hopeful now," said one DEN employee, who spoke on condition of anonymity. "I think we've been through a lot. 

We're all back in one building now, trying our best to make this work." 

One of the few artifacts from the previous era is a defaced photo of Collins-Rector hanging in a computer room. Someone has 

scrawled a mustache across his face in black ink, and the words, "Our former fearless leader." 

Collins-Rector's stake in DEN has dwindled to less than 20%, according to his attorney, and executives say he has no influence 

over management. 

Collins-Rector, Shackley and Pierce recently returned to their Southern California mansion and incorporated a new company, 

World Wide Technology & Internet Ventures Ltd., in the British Virgin Islands. 

Among the new names at the company is an 18-year-old ex-DEN actor, Alex Burton, who lives at the mansion and is a 

childhood friend of Brock Pierce. Burton's mother, Elizabeth Anderson, recently contacted a Times reporter saying she was 

concerned about her son, and that he doesn't return her calls. 

Reached by phone at the mansion, Burton said there was no reason for anyone to worry, but declined to speak further. 

Palmieri, the attorney, said Collins-Rector had nothing to do with bringing Burton into the company. "It does sound like a 

pattern, but it's not Mr. Collins-Rector who has done this," Palmieri said. "For appearances only, I said, 'Why not have everyone 

leave?' and he said, 'Why should I change my life? I'm not doing anything wrong.' " 

* 

Times staff writer Sallie Hofmeister and researchers John Jackson and Sheila A. Kern contributed to this story. 

(BEGIN TEXT OF INFOBOX / INFOGRAPHIC) 

That's Inter-tainment 

Digital Entertainment Network is among the entertainment sites are proliferating on the Net. Most target teen and 

young adult audiences. Below are some of the prominent players: 

* 

Digital Entertainment Network Inc. 

Site: Den.net 

Content: Videos, music, news 

HQ: Santa Monica 

Founded: 1996 

Key executives: Chairman Gary Gersh, Chief Executive Greg Carpenter 

Target audience: Teens, young adults 

Funding: More than $60 million from investors including Microsoft Corp., Cassandra Chase Entertainment Partners 

and former U.S. Rep. Michael Huffington 
  



Web Pioneer DEN Lacks Cash, Is Closing Down 
Entertainment: Video company lured top investors as a leader in the convergence of Hollywood and Silicon 
Valley. 
May 18, 2000|JOSEPH MENN | TIMES STAFF WRITER 

http://articles.latimes.com/2000/may/18/business/fi-31290 

Digital Entertainment Network, the pioneering Internet video company that attracted top investors and national attention to its 

bid to revolutionize entertainment on the World Wide Web, is closing down. 

The Santa Monica-based company, known as DEN, failed in recent days to get a new round of financing and ran out of cash 

three months after withdrawing its initial public stock sale. 

DEN executives told the remaining 150 staffers last night that there was no more money left to pay them, employees said. 

Company officials couldn't be reached for comment. 

DEN intends to file for bankruptcy reorganization or liquidation shortly, according to people familiar with the company's plans. 

Not long ago it was leading the convergence of Hollywood and Silicon Valley, as it worked to create a new TV-style 

entertainment medium delivered on the Internet. 

For the Record 

Los Angeles Times Friday May 19, 2000 Home Edition Business Part C Page 3 Financial Desk 2 inches; 37 words Type of 

Material: Correction 

DEN salary--A story in Thursday's Times incorrectly reported that Digital Entertainment Network co-founder Chad Shackley 

received a salary from the company. Shackley, a major investor in DEN, never received any salary while working as an 

executive at the firm. 

But the company became notorious in the Internet world for adopting Hollywood excesses and making a series of bad business 

decisions at time when it had no revenue, using its venture capital to pay huge salaries and for programming. Then the 

company's planned stock offering was tabled after news of a sex scandal involving company founder Marc Collins-Rector. 

Since February DEN had been scrambling for new financing after it pulled its IPO and promoted a new management team led 

by chairman Gary Gersh, a former Capitol Records president, and Greg Carpenter, a former Microsoft executive. The 

executives laid off more than one-third of its staff, cut production costs and other expenses. Yet the company soon ran dry of 

funds. 

"DEN was slated to be big, to be huge, to take over," Gersh said in an earlier interview. "We were going to change the world 

and we were going to get rich quick." 

Gersh told the remaining employees Wednesday that they could continue to work without pay in hopes DEN could get new 

funding. 

The abandoned $75 million IPO would have been the first by a pure entertainment site, but it collapsed after then-DEN 

chairman and founder Collins-Rector, 40, and two other DEN executives resigned. 

The three left in October after Collins-Rector settled a New Jersey lawsuit accusing him of sexually molesting a boy for three 

years beginning when the boy was 14. Collins-Rector denied wrongdoing, and the terms of the settlement were not disclosed. 

The FBI is continuing to investigate the case. 



After launching its Web site last year, DEN drew positive attention for combining an offbeat Internet sensibility with 

professional acting and direction. Aimed at 14- to 24-year-olds, the site developed brief episodic shows aimed at groups 

including gays, Christians, Hispanics and Asians. 

DEN hired Randal Kleiser, who had directed such films as "Grease" and "The Blue Lagoon," to create a science fiction series 

called "The Royal Standard." Actress and author Carrie Fisher was hired to write an online advice column called "Denmother." 

DEN investors, including Chase Capital Partners and technology powerhouses Microsoft and Dell Computer, put in more than 

$33 million by June 1999. And later DEN investors included Intel, NBC and Enron. Ford and Pepsi were among the company's 

early advertisers. By the fall, DEN was in production on 13 shows. 

At its peak, DEN employed more than 300 technical and creative staffers led by executives from Disney, Channel One and 

elsewhere. 

But DEN's audience remained limited, in part because of the lack of high-speed Internet connections outside of college 

campuses and workplaces needed to stream entertainment videos. Only about 2% of U.S. homes have high-speed Internet 

access. 

Although DEN was at the forefront of developing entertainment for the Internet, its more efficient competitors were soon 

drawing greater Web traffic while paying little or nothing for video content. 

DEN spent lavishly on its productions, facilities, and had salaries that exceeded $1 million, unusually high figures for an 

Internet start-up. In June 1999, DEN was burning up $3 million a month when it had no revenue. 

Six-figure salaries also went to Collins-Rector's two housemates and DEN co-founders, Chad Shackley and Brock Pierce. 

Pierce is a former child actor who produced DEN's first show, "Chad's World," at age 17. Their multimillion-dollar home in 

Encino was the site of lavish parties, and some DEN shows, including "Chad's World," were filmed there. 

Collins-Rector, who changed his name from Mark Rector, became professional and personal partners with Shackley after they 

met online and then co-founded Concentric Research in 1991, the year Shackley turned 16. 

 

  



DEN Files for Bankruptcy Court Liquidation, Owes 200 Creditors 
June 15, 2000|Joseph Menn 

http://articles.latimes.com/2000/jun/15/business/fi-41081 

Digital Entertainment Network has filed for Bankruptcy Court liquidation, saying it owes more than $10 million to 
more than 200 creditors. The Chapter 7 filing last week in Los Angeles had been expected since the company closed 
its Santa Monica office last month and dismissed its more than 100 employees. The filing makes the company, also 
known as DEN, one of the highest-profile Internet firms to end in bankruptcy. DEN created short videos, aimed at a 
14-to-24-year-old audience, that could be watched over the Internet. Backed by investors that included Chase 
Manhattan's venture arm, Dell Computer, Microsoft, Intel and NBC, DEN spent tens of millions of dollars without 
drawing enough viewers to sustain its advertising-dependent business. DEN dropped its plan for an initial public 
stock sale in February after its chairman and founder, Marc Collins-Rector, resigned from the company and settled a 
child molestation lawsuit for an undisclosed sum. The bankruptcy filing said DEN has assets of between $1 million 
and $10 million. DEN attorney Ronald Leibow said the true figure is at the high end of that range. 

 

  



Teen Worker Sues DEN, Its Founders on Sex Charges 
July 08, 2000|JOSEPH MENN | TIMES STAFF WRITER 

http://articles.latimes.com/2000/jul/08/business/fi-49529 

A former employee of Digital Entertainment Network has sued the bankrupt company and its three founders, accusing them of 

inducing him into sexual relationships after hiring him as 15-year-old actor. 

The teen's suit, filed in Los Angeles County Superior Court, names as defendants the company known as DEN, former 

Chairman Marc Collins-Rector, and former executives and co-founders Chad Shackley and Brock Pierce. 

The suit alleges that Collins-Rector and Shackley plied the youth, who is now 18, with such drugs as Ecstasy, Percocet and 

Valium. It also alleges that they took him on out-of-state vacations and gave him presents, including $5,000 for a car, Versace 

clothing worth $15,000 and a Rolex watch worth $3,000. The suit seeks unspecified damages for negligence, assault and sexual 

harassment and discrimination. 

None of the defendants could be reached for comment. Neither their attorney, Ronald Palmieri, nor DEN's bankruptcy lawyer 

immediately returned telephone calls Friday. The suit also names DEN employee Darren Betencourt, who also could not be 

reached. Santa Monica-based DEN filed for bankruptcy liquidation last month after dropping its plan to sell $75 million in stock 

to the public. 

The three founders left the company last fall, after Collins-Rector settled a sex molestation suit by another teen who had worked 

at his previous company, Concentric Networks. Longtime partners Collins-Rector and Shackley co-founded Concentric in 1991 

and made millions when they sold control to other investors. 

The FBI is investigating allegations contained in the first suit, and at least three teens have testified before a federal grand jury 

in New Jersey, where the first alleged victim lived, according to sources familiar with the proceedings. 

At its peak, DEN had more than 300 employees and boasted of investments by Microsoft, Dell Computer, NBC and other major 

technology and entertainment companies. 

The company won national attention for its pioneering and ambitious strategy for putting youth-oriented video programming on 

its Web site. 

But DEN burned through more than $60 million in two years after spending heavily on show production and executive salaries 

that topped $1 million. 

Turnover at the company was high, and a number of staffers felt uncomfortable because of the overlapping business and social 

lives of the three founders, who lived together in a multimillion-dollar Encino estate. 

Some employees were asked to work at the mansion instead of at DEN's main offices, and others were asked to accompany the 

three on vacations. 

The names of the two teens who have sued are being withheld by The Times because they were minors when the incidents 

occurred. 

The new suit says that the teen was initially hired in 1998 for a part in "Chad's World," DEN's first production, which was about 

a teen, confused about his sexual orientation, who moves into a California mansion. 

That show was taped at the Encino estate and briefly distributed via e-mail before DEN developed a roster of more than a dozen 

other shows, which failed to win a significant audience. 



After "Chad's World," the teen was paid $4,000 a month to work three days a week as a computer technician at the Encino 

estate. 

In September 1998, when the boy was 16, Collins-Rector gave the boy alcohol and made sexual overtures, the suit alleged. It 

was later made clear that he would have to go on the vacations to continue working at DEN, it said. 

 

 
  



3 Former DEN Workers File Suit 
July 26, 2000|JOSEPH MENN 

http://articles.latimes.com/2000/jul/26/business/fi-59211 

Three former employees of Digital Entertainment Network, including one hired and allegedly abused before age 16, have 

accused the defunct company's three founders of rape, assault and death threats, according to a civil complaint filed last week. 

The allegations against Marc Collins-Rector, Chad Shackley and Brock Pierce came in a Los Angeles Superior Court lawsuit. 

The suit also names the Internet video company known as DEN, which filed for bankruptcy liquidation in June. 

The case follows a similar suit filed last month by a DEN employee hired at age 15 and allegedly seduced with the aid of drugs 

and alcohol after he turned 16. The defendants haven't been served yet with either suit. 

Alex Burton, then an 18-year-old DEN actor, was threatened with death by Collins-Rector before sex, the new suit says. A 

second DEN employee, Mark Ryan, rebuffed a sexual advance in September, was drugged without his knowledge and molested 

while unconscious, the suit says. He was fired the next day. And the third plaintiff, then 15, was given drugs, cash and presents 

and threatened with death, the suit says. 

An attorney for the three defendants didn't return telephone calls Tuesday. 

The three founders left DEN last fall, after Collins-Rector settled a sex molestation suit by a teen who had worked at his 

previous firm; Collins-Rector has denied the charges. Microsoft, Dell Computer and NBC were among the investors in DEN, a 

Santa Monica company that at one point had more than 300 employees. 

 

  



DEN Investigated on Alleged Fraud in Liquidation 
Courts: A trustee looks into reports the company sold deeply discounted assets to insiders before its 
bankruptcy filing. 
August 02, 2000|JOSEPH MENN | TIMES STAFF WRITER 

http://articles.latimes.com/2000/aug/02/business/fi-62812 

Digital Entertainment Network, the Internet video company that burned through $60 million of investor money in two years, is 

being investigated for possibly fraudulent asset sales before it filed for bankruptcy in June. 

Court-appointed officials overseeing DEN's liquidation are investigating the sale of hundreds of thousands of dollars worth of 

DEN equipment and other assets to company insiders. 

DEN bankruptcy trustee Todd Neilson and his attorney for the DEN case, Richard Diamond, said they are looking into the 

sales, which included the $90,000 purchase of computers and other assets by affiliates of DEN Chairman Gary Gersh. 

"We are commencing our investigation now," Diamond said, adding that he will examine the Santa Monica firm's high salaries 

as well as the asset sales in the three weeks before the bankruptcy filing. 

Neilson said in a court filing he intended to probe "alleged or probable fraudulent transfers." 

DEN is among the most celebrated flameouts of "dot-com" start-ups. Its creditors include employees, vendors, the Screen 

Actors Guild and former executives who are owed more than $5 million, court documents show. DEN's hard assets are less than 

$1 million, Diamond said. 

"Exorbitant salaries and sweetheart deals are fraudulent conveyances if not supported by adequate consideration," Diamond 

said. Fraudulent conveyance laws against pre-bankruptcy favoritism are intended to protect creditors. 

Gersh, the former president of Capitol Records and part-owner of GAS Entertainment--manager of the Beastie Boys--declined 

to be interviewed. A source close to him said the purchases were at fair market value and therefore did not run afoul of 

bankruptcy laws. 

DEN won national attention for its pioneering strategy of putting youth-oriented video programming on its Web site. At its 

peak, DEN had more than 300 employees and its corporate backers included Intel, Microsoft and Dell Computer. DEN was 

poised to become the first pure-entertainment Web site to sell public shares. 

It aired short episodes of teen-oriented video series and secured big advertisers, but the company failed to generate a significant 

audience or keep its expenses in check. Then the company's plan for a stock offering was tabled after news of a sex scandal 

involving founder Marc Collins-Rector. 

DEN's bankruptcy lawyer, Ronald Leibow, said the company's executives checked Internet auction prices on similar equipment 

to make sure the sales were at fair prices. "It sounded to me like it was based upon fair value," Leibow said. "If they were 

paying full value, I don't think anyone could complain." 

Yet several others who bought DEN assets described a fire-sale atmosphere in late May. They said they heard about the sell-off 

through word of mouth and got deep discounts. 

"It was sold dirt cheap," said former DEN Vice President Melinda Moore, now chief executive of an Internet media services 

company called They. "We got laser printers that are normally $2,000 for $300." 

Similar reports of other sales have reached the trustee. 



"We will do a thorough analysis of all transfers from the company," bankruptcy trustee Neilson said. "There could be serious 

problems with it, and there could be an explanation for it." 

DEN executives who helped sell off the equipment, including Chief Executive Greg Carpenter, couldn't be reached for 

comment. Carpenter himself paid about $5,000 for computer equipment in the sale, which raised $282,000 in the weeks before 

the company filed for bankruptcy. 

Some creditors, who will meet with the trustee later this month, said they were concerned about the last-minute sales and about 

the salaries paid to top executives. 

Gersh, who was elevated to full-time chairman in February, received $1.2 million in salary, bonus and other compensation in 

DEN's last 12 months, bankruptcy filings show. President David Neuman received $1.6 million, ex-CEO Jim Ritts $278,000 

and CEO Carpenter $274,000 in that period. 

The trustee officials said they will consider trying to recover money from the company's executives and directors or their 

insurers. The liability insurance policies are also being targeted in suits by former DEN employees who say they were seduced 

by Collins-Rector as minors. 

 

 

  



Ex-DEN Employees Win Judgment 
February 21, 2001|Joseph Menn and Caitlin Liu 

http://articles.latimes.com/2001/feb/21/business/fi-28203 

Three former employees of Digital Entertainment Network have won a $4.5-million default judgment against the bankrupt 

Santa Monica Internet company's three founders--Marc Collins-Rector, Chad Shackley and Brock Pierce. The Los Angeles 

County Superior Court judgment was entered in December after the DEN founders failed to respond to accusations of rape, 

assault and death threats by the three employees, including one who was allegedly abused at age 15. A former attorney for the 

DEN founders did not return a telephone call Tuesday seeking comment. The executives left DEN in late 1999 after Collins-

Rector settled a New Jersey sex molestation suit filed by a teen who had worked at his previous firm. At the time, Collins-

Rector denied the charges. DEN, which produced Internet video shows aimed at teenagers, withdrew its initial public stock 

offering during the controversy and filed for bankruptcy protection last year. At one time, DEN had more than 300 employees. 

 

  



DEN Sex Suit Expanded With Additional Allegations 
March 03, 2001|JOSEPH MENN | TIMES STAFF WRITER 

http://articles.latimes.com/2001/mar/03/business/fi-32619 

With the three founders of Digital Entertainment Network and their assets at least temporarily out of reach, attorneys in some 

sex molestation lawsuits against the trio have turned their sights on related parties. 

One suit filed last year has been updated to include claims against three former directors of the defunct Santa Monica Internet 

company, alleging that they knew or should have known that DEN founder Marc Collins-Rector and other executives were 

taking advantage of teen employees. Directors Jeffrey Sachs, Mitchell Blutt and David Neuman deny wrongdoing, said their 

attorney, Timothy Toohey. 

A separate suit filed last month by a 19-year-old man names as defendants both Collins-Rector and a former manager for 

models, Jason Charles Otto. In 1997, Otto's West Hollywood-based Otto Model Management sent the then-15-year-old to 

audition for an acting job, the suit says, where Collins-Rector intimidated him into having sex. 

The suit says Otto and his company had responsibility for the boy's welfare and should have known of Collins-Rector's 

behavior. 

Attempts to locate Otto for comment were unsuccessful. He has sold his business, now called Otto Models, according to an 

employee. 

The employee, who declined to give her name, said she had arranged the boy's audition and that neither she nor Otto had any 

idea there might be a problem. 

"Not only did we not meet Collins-Rector, we never even met the kid," she said. "Everyone here is just appalled." 

Collins-Rector and former executives Chad Shackley and Brock Pierce left the Los Angeles area as DEN collapsed, and the FBI 

has been tracking their movements as it investigates. 

Collins-Rector and Shackley sold the Encino mansion where the three lived, and an attorney that won a $4.5-million default 

judgment for former DEN employees has been unable to locate any assets to seize. 

 

  



Spain Arrests Fugitive in Molestation Case 
Crime: Former Internet company founder Marc Collins-Rector fled the U.S. in 2000 amid charges of 
abusing young employees. 
May 18, 2002|JOSEPH MENN | TIMES STAFF WRITER 

http://articles.latimes.com/2002/may/18/local/me-den18 

Authorities in Spain arrested the founder of the once-hot Internet start-up Digital Entertainment Network on Thursday, capping 

a 21-month international hunt for the accused child molester. 

Marc Collins-Rector fled the U.S. in 2000 amid allegations that he pursued teenage employees at the Santa Monica company, 

which was backed by NBC, Intel Corp. and Microsoft Corp. The company later filed for bankruptcy liquidation after burning 

through more than $60 million in two years. 

"We're obviously happy that he's been arrested," said Michael Drewniak, a spokesman for the U.S. attorney's office in Newark, 

N.J. Prosecutors in that office secretly indicted Collins-Rector in August 2000, and that indictment was unsealed for the 

international arrest warrant used to hold him. 

Collins-Rector was apprehended in the Spanish beach resort of Marbella and U.S. officials are seeking his extradition. 

Drewniak said he didn't know whether Collins-Rector had a lawyer or when a hearing will be held.Ronald Palmieri, a civil 

lawyer for Collins-Rector, said he hadn't spoken to his client in more than a year. "I am shocked at the indictment and the 

arrest," Palmieri said. 

The indictment accuses Collins-Rector of five counts of transporting a minor across state lines for illegal sexual activity. The 

maximum penalty for each count is 15 years in prison; such sentences usually are served concurrently. 

The victim in the case was a 13-year-old boy who worked from his New Jersey home for Concentric Networks, an Internet 

service provider that Collins-Rector founded and later sold, making millions before moving to Southern California. 

The boy eventually told his parents that Collins-Rector had seduced him, and a tape recording was made of a conversation 

between the boy and Collins-Rector, sources said. The boy sued, and Collins-Rector was served with the legal papers just 

before the company's planned stock offering in the fall of 1999. 

Collins-Rector and his two housemates left the company and it was regrouping two years ago when other teenage employees 

told The Times that they had been pursued as well. An article on the company's history reinvigorated the FBI probe and 

prompted the three company officials to leave the country. 

After the company filed for bankruptcy, still more minors came forward, suing Collins-Rector, company directors and others 

over alleged abuse. The directors said they hadn't known what was happening. 

The victim in the New Jersey case, who is 22, said Friday that he was glad that his tape-recorded conversation helped 

prosecutors win the indictment. 

"It appeared that the activity and the behavior continued and got much worse. This will prevent anyone else from having to go 

through this," said the man, who spoke on condition of anonymity. 

He said that he had been afraid to come forward after he realized that what had been happening was wrong. "Any fear that I had 

along the way was always unfounded. Everybody has been totally supportive," he said. 



Many workers at the company said they had suspicions about then-Chairman Collins-Rector and discussed them internally 

before the New Jersey lawsuit. "There was something not right," a former executive said Friday. "There were too many little 

boys. People were willing to look the other way." 

Matt Welch, a Los Angeles writer who briefly consulted for the company, said its collapse "would have been one of the 

textbook classic dot-com flameouts even without this. It was a bad idea, at a bad time, done by bad people.... I wouldn't say 

there was an atmosphere of criminal behavior, you just felt the decadence." 

Collins-Rector, who is in his early 40s, shared a palatial Encino estate with longtime partner Chad Shackley, 24, and with Brock 

Pierce, a child Disney movie star who moved in when he was 17 and was paid a $250,000 salary by the company. Shackley and 

Pierce were executive vice presidents of the company. 

The three were described as co-founders of the company, which filmed short episodes on a number of teenage themes for 

playback over the Internet and at one time boasted more than 300 employees. 

The company secured big advertisers but failed to generate a significant audience or keep its expenses in check. The company's 

audience remained limited, in part because of the lack of high-speed Internet connections needed to stream entertainment 

videos. 

Although the company was at the forefront of developing entertainment for the Internet, its competitors were soon drawing 

greater traffic while paying little or nothing for video content. 

It spent freely on its productions and facilities and paid salaries that exceeded $1 million, unusually high figures for a start-up. 

In June 1999, the company was burning up $3 million a month when it had no revenue. 

Among those who have filed lawsuits are four former employees, including one hired and allegedly abused before the age of 16 

and another hired at 15 and abused at 16. 

A suit by one of the teenagers was settled, but its terms were not disclosed. A suit filed by three of the teenagers resulted in a 

default judgment of $4.5 million. 

The suits accused Collins-Rector, Shackley and Pierce of rape, assault and death threats. Shackley and Pierce have not been 

charged criminally. 

  



DEN Founder to Stand Trial in Molestation Case 
November 10, 2003|Joseph Menn | Times Staff Writer 

http://articles.latimes.com/2003/nov/10/business/fi-den10 

The founder of the defunct Digital Entertainment Network of Santa Monica has been extradited to the United States to stand 

trial on charges stemming from his relationship with a 13-year-old boy who worked for his former company. 

At his arraignment last week in a Trenton, N.J., federal court, Marc Collins-Rector, 44, pleaded not guilty to five counts of 

transporting a minor across state lines for illegal activity. A trial has been tentatively set for January. 

The accused child molester is being held without bail pending a medical evaluation requested by the prosecution, said Michael 

Drewniak, a spokesman for the U.S. attorney's office. Collins-Rector's attorney, public defender Stacy Biancamano, didn't 

return calls seeking comment. 

The former Internet executive fled the country in 2000 amid allegations that he pursued teenage employees at DEN. He was 

arrested in Spain 1 1/2 years ago and lost a long extradition fight last month. 

Once the toast of the Los Angeles dot-com world, Collins-Rector raised more than $60 million for his Internet venture from 

blue-chip firms such as Microsoft Corp., Intel Corp. and General Electric Co.'s NBC. With more than 300 employees, the 

company created short videos for the Web aimed at teenagers and young adults. But the company lasted only two years before 

filing for bankruptcy liquidation in 2000. 

Before DEN collapsed, The Times reported that teenage employees were pressed into taking social trips and attending parties 

with Collins-Rector and his two younger housemates, DEN executives Chad Shackley and Brock Pierce. 

Collins-Rector already had been sued by the 13-year-old boy who worked from his New Jersey home for Collins-Rector's 

former company, Internet service provider Concentric Networks. That boy is the alleged victim in the criminal case. 

After the newspaper report, the FBI intensified its inquiry and Collins-Rector left the country with Shackley and Pierce. After a 

tip to local police in Marbella, Spain, Collins-Rector was arrested there last year. 

Shackley and Pierce were jailed on Spanish charges, but they were released in June 2002, according to the U.S. State 

Department. There are no U.S. charges against those two, and an FBI agent said their whereabouts were unknown. 

  



Former Net Exec Enters Guilty Plea 
June 11, 2004|Joseph Menn | Times Staff Writer 

http://articles.latimes.com/2004/jun/11/business/fi-den11 

The founder of onetime Santa Monica Internet highflier Digital Entertainment Network pleaded guilty Thursday to charges of 

transporting five underage boys across state lines to commit illegal sex acts. 

Marc Collins-Rector entered the plea in federal court in New Jersey, resolving criminal charges filed by U.S. attorneys there and 

in Los Angeles. 

With credit for time served while fighting extradition from Spain and since his return to the U.S. last fall, Collins-Rector is 

likely to be freed in as little as four months, said his attorney, public defender David Schafer. He and prosecutor Rodrigo 

Castro-Silva said sentencing guidelines put the total time to be served at 27 to 33 months. 

In the plea agreement to resolve four charges filed in Los Angeles, Rector admitted plying the boys with travel, expensive gifts 

and payments of as much as $600 a week from 1995 to 1999. By the end of that period, Digital Entertainment Network was 

growing into a 300-employee firm backed by $60 million from the likes of Microsoft Corp., Intel Corp., and General Electric 

Co.'s NBC. 

DEN created short episodic videos for the Web aimed at teenagers and young adults until its collapse in 2000. 

An investigation by The Times in 2000 found that teenage employees were pressed into taking social trips and attending parties 

with DEN Chairman Collins-Rector and executives Chad Shackley and Brock Pierce. Collins-Rector left the country and was 

arrested in Spain two years later, after his indictment in New Jersey. 

"This was a fair resolution for the government and for the victims," Castro-Silva said. "He is going to have to register as a sex 

offender for the rest of his life." 
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DEN planned its IPO for the fall of '99, when the Nasdaq's technology stocks were white-hot and the startups that issued them were all 
but minting money. But an episode from Marc Collins-Rector's past came back to haunt him. 

Earlier that year, a lawyer named Walter Timpone had filed a lawsuit in U.S. District Court in Trenton, New Jersey, on behalf of a young 

male client. The suit alleged that Collins-Rector, while he was CEO of Concentric Research, had flown the boy back and forth to 

Michigan for the purpose of having sex with him; the boy was 13 years old at the time. 

As fate would have it, Collins-Rector was served with the papers only days before the IPO plans were made public. Though he and 

DEN announced several weeks later that the lawsuit had been settled out of court, the IPO was canceled, and not long afterward 

Collins-Rector, Shackley, and Pierce left DEN. This being the dot-com world, DEN for a while managed to survive even this disaster. 

For one thing, the employees seemed to take it in stride when the head of their company -- a company that catered to a young 

audience -- was branded as an alleged pedophile. A board member made it clear that management, too, was unconcerned, more 

interested in money than in morals. Marc Nathanson, who sat on DEN's board of directors, told the Los Angeles Times: "Who people 

date is none of the board's business." 

Daniel S., meanwhile, was spiraling downward fast. After he quit DEN in the fall of '99, his grades had plummeted, and his mood had 

guttered. He became sullen, uncommunicative, and unspeakably unhappy. At one point, at his parents' home in Upland, the boy sat 

down to write a suicide note. Daniel's brother came across the note and, fearful for Daniel's life, confronted him about it. And that was 

when Daniel told his brother -- and soon after that, a lawyer -- about his time at DEN. 

"He had nobody that he could go to," says Daniel's attorney, Brian Brandt. "He couldn't tell anybody in his family what had happened to 

him. He couldn't tell his friends; they would say he was, quote unquote, 'a fag.' He'd be ridiculed out of his social circles. He was going 

to kill himself." 

The story that came tumbling out forms the basis of a legal complaint that Brandt filed on Daniel's behalf this June, in L.A. County 

Superior Court in Van Nuys. According to the complaint, Daniel was fondled by Collins-Rector, then forced to perform sex with him and 

Shackley. Daniel claims, too, that he was put on a steady diet of Valium, Vicodin, Xanax, Percocet, Ecstasy, pot, and other drugs to 

keep him subdued and malleable. "He was heavily drugged," Brandt says, "to the point where he couldn't make his own decisions." 

Daniel's complaint says that Collins-Rector hired private jets and took Daniel and Shackley to Puerto Rico, Florida, Hawaii, Las Vegas, 

and New York. Other young boys allegedly filled the hotel suites that Collins-Rector rented. The complaint also charges that limos were 

sent to Daniel's home to fetch him to Encino, where Collins-Rector encouraged him to spend all of his Friday nights, and that for about 

a year Collins-Rector and Shackley "engaged in various forms of sexual abuse on plaintiff, including fellatio and sodomy." 

Daniel says that after he eventually had sex with Collins-Rector, he was passed along to Shackley. The two bought him Versace suits 

on Rodeo Drive in Beverly Hills; they made cars available to him. 

"This kid isn't even gay," Brandt says. "I don't know if he'd even kissed a girl before he met these people. He didn't want this." 

Still, the warning signs may have been there all along. Says Brandt: "Collins-Rector mentioned to him on some occasions while he was 

doing the film job, he said a kind of cryptic, 'You need to learn how to play the game.' He mentioned that on several occasions. My 

client didn't really think much of it at the time. He wasn't sure what he was talking about." 



Daniel may have been too inexperienced to sense the trouble he was heading into but was impressed with Collins-Rector's glamorous 
world, says Brandt: "[Daniel] was a kid from a lower-middle-class background, thrust into this lifestyle of wealth. He was starstruck by 
the whole environment. He says it was like a dream." 

Collins-Rector, Shackley, and Pierce have not filed a response to Daniel's complaint. Their former lawyer, Ronald Palmieri -- who has 

stopped returning phone calls to his Brentwood office on the subject of DEN -- has said he has no idea of their whereabouts. 

In the wake of Collins-Rector's departure, DEN's investors started to pay closer attention to the inner workings of the company, 

seemingly for the first time. Chase Capital Partners, a major VC firm, managed to secure a new round of funding -- $24 million -- but the 

price was stiff. DEN replaced its management team, cut its staff in half, and slashed the salaries of the 150 or so employees who 

remained. 

Employees began to leave the company, though few cite the founders' behavior as the reason. "With everyone there, it was like, 'I'm 

going to make as much as I can, and I'm going to leave in eight months and start my own company,'" remembers Matt Welch, a former 

freelance consultant for DEN who says that he himself stopped working for the company because of professional frustration even 

before the scandal broke. 

Through the spring of this year, the diminished staff did its best to keep DEN up and running as resources and morale evaporated. And 

then the end came. 

"We just ran out of money," DEN's last CEO, Greg Carpenter, told his remaining staff on May 12. After the tech-stock meltdown of 

March and April, there were no other investors willing to shoulder the financial risk that DEN represented. "I had a page from a friend," 

Amalia Terrazas recalls. "I had left for home. They had this meeting, and all of a sudden, it was over....They put out the light." 

DEN went dark in May and formally filed for bankruptcy protection in June. Even discounting the salaries of its founders and the upkeep 

on the mansion in Encino, the company was an expensive proposition. Though it budgeted production costs of $30,000 for each six-

minute segment of its entertainment series, the actual costs were sometimes closer to $110,000. It had also negotiated a special Web 

contract with the Screen Actors Guild (which now has legal claims against the company). The software company Macromedia alleges 

that DEN helped make ends meet by illegally pirating its software. In fact, even though DEN raised a total of $65 million over the course 

of its existence, the bankruptcy papers list as potential assets a number of planned lawsuits against former executives (including 

Shackley and Pierce) on grounds that they were illegally using copyrighted material. 

The bankruptcy trustee has not yet had time to weigh the suits' merit. "We'll certainly consider whether each of these is worth 

considering," says Richard Diamond, an attorney for the trustee, in the world-weary voice of a man who has been called in to clean out 

the dot-com version of the Augean stables. 

As their former lawyer points out, Marc Collins-Rector, Chad Shackley, and Brock Pierce have vanished. Like old-time grifters who 

drifted from town to town on the railroad, they have simply packed up their sample cases and gone away. Rumors circulating in L.A. 

have placed them in France, in Mexico, in Malaysia. Recently, according to the Los Angeles Times, the three men incorporated an 

Internet company in the British Virgin Islands. Though the agency delined to comment, the Federal Bureau of Investigation is now 

reportedly looking into some of the allegations against DEN's founders. 

Back in the fall of 1998, ownership of the mansion in Encino was transferred to a pair of trusts -- one controlled by Collins-Rector; the 
other, by Shackley -- a move that Brian Brandt suspects was designed to shelter the property from any potential tort judgments. But on 
May 31, the trusts sold the house back to the two men as individuals, though encumbered by a $4.2 million mortgage. The timing of this 
seemingly nonsensical deal, which roughly coincides with the three founders' disappearance, suggests that they milked the property for 
every penny they could make liquid before leaving town. The upshot is that if any of the plaintiffs or creditors prevail in civil litigation, 
they're unlikely to get so much as a dime. 



Look on the Web, and except for the news articles recounting DEN's pyrotechnic rise and fall, you won't see many traces of the 

company there, either. Nevertheless, its alumni have spread out to other firms, and many of them are determined to keep the dream 

alive. "The Web is the place where people want to go to see what they can't see on TV," says Craig Caryl, the former DEN production 

head, summing up what was once the company's central tenet. "The day is coming." 

Indeed, with broadband transmission and improved technology, the new world of Web entertainment may kill the boob tube zombie 

after all. If it does, the many talented people who tried to make DEN work will still be leading the revolution. "DEN wasn't a place; DEN 

was the people who made it up," says Terrazas. "Those people are all over the place now. And we love Web entertainment....We love 

it, love it, love it." 

Michael Ryan is a two-time Emmy-nominated director who has written for Life, GQ, and People. 
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A DEN OF INIQUITY ; AFTER 3-YEAR EXILE, WEB EXEC FACES 

PERV CHARGES 
https://nypost.com/2003/11/11/a-den-of-iniquity-after-3-year-exile-web-exec-faces-perv-charges/ 

 

After three years on the lam, the founder of the garish start-up Digital Entertainment Network is 

awaiting trial in both New Jersey and California stemming from his relationships with 13-year- old 

boys. 

Marc Collins-Rector pleaded not guilty in federal court in Trenton, N.J. to five counts of transporting a 

minor across state lines for illegal activities. 

Collins-Rector also faces a criminal complaint related to his relationship with another minor in Santa 

Monica, Calif., where DEN was based, after the New Jersey case is finished. 

DEN was the poster child for dot-com excesses, a multimedia Web site that attracted more than $60 

million in investments from corporations like Microsoft and NBC. The company, which produced 

online shows aimed at Gen Y, had planned a $75 million IPO. 

Collins-Rector threw extravagant parties at his mansion outside of Los Angeles, which he shared with 

two other DEN executives. One, Brock Pierce, was a former Disney movie child star who moved in 

when he was 17 and earned a $250,000 salary at DEN. 

Authorities said Collins-Rector recruited teenage employees, whom he encouraged to accompany 

him on trips. One was the 13-year-old in the New Jersey case, who worked from his home for Collins-

Rector’s former start-up, Internet service provider Concentric Networks. 

The boy’s parents sued Collins-Rector, who settled the case in 1999 for an undisclosed amount. 

But by 2000, Collins-Rector was under criminal investigation and DEN, like many dot-coms, had filed 

for bankruptcy liquidation. 

The executive fled to Spain with co-executives Chad Shackley and Pierce. The trio were arrested last 

year on charges in the seaside town of Marbella, but Shackley and Pierce were released in June 

2002. It took more than a year for Spain to extradite Collins-Rector. 

“Things move slowly in Spain,” said Michael Drewniak, a spokesman with the U.S. attorney in New 

Jersey. “But we knew he wasn’t going anywhere.” 



Besides the New Jersey case, Collins-Rector will be charged in California on similar counts, 

according to the spokesman for the U.S. attorney there. 

He is accused of hiring a 13-year-old from Bay City, Mich., as a programmer, and then making sexual 

advances to the teen when he accompanied Collins-Rector to Santa Monica and Las Vegas. 

Collins-Rector is being held without bail awaiting a January trial in the New Jersey case. He has been 

ordered to submit to a psychiatric evaluation after making unusual, paranoid remarks to probation 

officers. If convicted, the maximum penalty for each count is 15 years in prison. 

He’s back 

Marc Collins-Rector, founder of Digital Entertainment Network, has been extradited to the U.S. to face 

charges stemming from his relationship with a 13-year-old boy. His travels have taken him to: 

World Map: 

1. Santa Monica, Calif. – DEN’s headquarters 

2. Los Angeles – Extravagant parties 

3. Trenton, N.J. – Feds charge Collins-Rector 

4. Marbella, Spain – On the lam 

5. Trenton, N.J. – Arraigned 

6. Los Angeles – More charges to be filed 
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A high-flying Web start-up, DEN imploded among allegations of drug use, guns, and pedophilia 

By John Gorenfeld and Patrick Runkle   

 
PAGE 1 /  2  
 

  
A BOY'S LIFE The pilot episode of DEN's Chad's World tells the story of a boy who is adopted by two wealthy gay benefactors 

Even in an era when catching pedophiles makes for must-see TV, the picture in the UK Sun was remarkable. 

Marc Collins-Rector, nattily dressed in a tan blazer and blue shirt, sporting a pair of Wayfarers and carrying a silver-
topped cane, stands outside a PC World in London, accompanied by a teenage boy lugging a newly purchased set 
of high-end computer speakers. The headline: "Tycoon Paedo on Prowl in UK." 

Historians of the Internet bubble might remember Collins-Rector as a cofounder of the Digital Entertainment 
Network, an online video empire that was one of the most talked-about new media launches of its day, before its 
spectacular flameout. Accused of molesting numerous teenage boys who worked for him, the 48-year-old 
entrepreneur went on the lam to Europe. Apprehended 21 months later, he was extradited to the United States, 
where, after what seems a rather lackluster prosecution, he pled guilty to eight counts of luring teens across state 
lines for sex, and paid a small fine. Two years later, here he was, as the Sun put it, "swanning around Britain in a 
chauffeur-driven limo and surrounding himself with young boys." 

  
PASTY MONSTER Collins-Rector strikes a pose for the Florida sex-offender registry 

Such brazen behavior wouldn't surprise anyone who knew Collins-Rector back when DEN was riding high. In those 
heady days before the Internet bust, a Who's Who of gay Hollywood flocked to notorious all-night bashes at the 
"M&C; estate," so named for Marc and his twentysomething cohort Chad Shackley. The pair, who met on an online 
bulletin board (remember those?) when Shackley was just 15, collaborated on a number of tech start-ups, including 
an early Internet service provider, Concentric Network Services. Flush with cash from their successful ventures, 
Collins-Rector (who had changed his name from the more pedestrian Rector) and his young colleague landed in 
Encino, California, where they took a special liking to a $4.2 million Spanish colonial McMansion that had previously 
belonged to Death Row Records rap impresario Suge Knight. Streams and waterfalls traced the carefully manicured 
1.5-acre grounds, which housed a tennis court, an enormous gazebo, a swimming pool, aquariums, a home theater, 
and a hot tub built for 12. Among their new acquaintances in Los Angeles were such industry heavies as David 
Geffen, uber-manager Sandy Gallin, then–NBC Entertainment president Garth Ancier, and Usual Suspects director 
Bryan Singer. It's also where they hatched an audacious plan for a Web-based television venture that was to 
consign the networks to the dustbin of history. They called it DEN, and staked its business model on 
"narrowcasting," or marketing to thin demographic segments. An early attempt to capture the online video zeitgeist 
that eventually blossomed with YouTube, den.net was instead rooted in original programming. The plan attracted 
major investments from key players in Hollywood, the tech industry, and Wall Street, ranging from Geffen and 
Singer to Intel, NBC, and Microsoft. Representative Michael Huffington wrote a check for $5 million after a lavish 
dinner party at M&C;, boasting to a friend that he expected to reap at least a tenfold gain from his investment. 



Another regular at the mansion was DEN executive VP Brock Pierce. He was aggressive and self-assured, with 
blond hair and an insouciant pout. He was also still a teenager—17 years old and coming off a successful career as 
a child actor, with The Mighty Ducks and First Kid among his credits. According to a DEN board member, Pierce 
was hired as "the guy who could tell us what Gen Y-ers were likely to think." This talent came in handy not only in 
targeting the youth demographic, but also in bringing a supply of beautiful young men to the estate, lured with vague 
promises of fame as the Internet's first TV stars. 

Eventually, a number of these acolytes would file lawsuits alleging they were raped and/or sexually abused at M&C; 
by the three cofounders. Their charges are remarkably consistent—all claim they were bullied and drugged to 
coerce sexual compliance, and in some cases, threatened with loaded guns. When the plaintiffs filed civil suits 
against Collins-Rector, Shackley, and Pierce, the three suddenly disappeared with what remained of their fortune—
turning up two years later living in a villa in Spain. They were arrested by local authorities, who uncovered "an 
enormous collection of child porn," according to Spanish police reports. In their absence, the plaintiffs were awarded 
default judgments in the amount of $4.5 million, but have collected only a small fraction of that. And while Collins-
Rector is living it up in London—taking his young friends to lunch at Gordon Ramsay's restaurant in Claridge's hotel, 
according to the Sun—Pierce has recently been lauded yet again as a New Economy genius for his role in a fast-
growing Internet venture that's drawn praise from the likes of Fortune and CNN. 

  
DIRTY MOVIES Before cofounding DEN, Brock Pierce starred in a string of Disney hits, including the 1996 schlockfest First Kid 

For a company that brought in nearly $100 million from world-class investors and made the lofty promise that "global 
entertainment will be delivered over the Internet; [DEN] will create the last network," its product was stunningly 
bad—even by dot-bomb standards. The business plan was lacking in many respects. A major selling point that 
Collins-Rector touted to investors was a feature that would allow viewers to click on, say, a shirt or lamp in one of 
the shows and immediately buy it online. Unfortunately, the click-to-purchase technology never materialized, and the 
venture was vexed by a more troubling technological issue: Broadband was still a rarity in the late '90s, so most of 
the intended audience had to access the programming via 56K modems. "We all bought into [Marc's] vision of the 
technology," says DEN's chief marketing officer, Edward Winter, now chairman of the youth-marketing firm Tracy 
Locke, "but soon we were being told by Internet experts that 'you can't stream video right now.' It became pretty 
clear that it wasn't going to work." 

Still, DEN pressed on, shrinking the format and utilizing shots with as little movement as possible. The company 
built a space-age headquarters in Santa Monica, furnished with $1,800 chairs and a state-of-the-art newsroom that 
was put to little use. Instead, DEN's founders devoted most of their attention to the network's flagship show, Chad's 
World, which targeted gay and questioning teen boys. Filmed at the M&C; estate, Chad's World was the founders' 
most personal creative effort. Co-written by Collins-Rector, produced by Pierce, and loosely based on Shackley's 
life, it featured one of the boys who would later accuse the DEN founders of molestation. 

Chad's World starred a 14-year-old actor named Brian Stark as Chad, and Seann William Scott—who shortly 
thereafter won a starring role in American Pie—as Jim, a California entrepreneur based on Collins-Rector. While the 
film's production quality was more in line with down-market porn than network programming, the producers doled 
out a mind-boggling $12 million in salaries for the series. (Contacted by Radar, Stark declined to comment on the 
show. Scott's agent thanked Radar for "thinking of Seann" but similarly declined to comment.) 

The pilot episode revolves around two young men coming to terms with their sexuality. Chad convinces his close 
friend Paul to come out of the closet to his cartoonishly repressive parents. Upon learning that his son is gay, Paul's 
father calls him an "abomination against God," provoking the spurned boy to blow his own brains out. "It's for the 
best," Dad muses. Brushing off the brains of his friend, a despondent Chad runs outside and makes a "Why, God?" 
gesture to the skies as grunge rock burns in the background. 



Before long, he meets his high-flying benefactor, Jim, who lives with Chad's older brother at a suspiciously familiar 
mansion. The duo, who are shuttled around in dark sedans and surrounded by phalanxes of black bodyguards, 
invite young Chad to live with them, generously dispatching a few of their bodyguards to stomp Paul's homophobe 
dad on his lawn. 

Cheerfully, Chad moves to Encino to play-wrestle with his new roomies and enjoy a lavish new lifestyle. "Oh, yeah!" 
he exults after being presented with a BMW and black driver of his own. "I think I'll be able to hang here!" 

When Chad's World debuted on den.net in June 1998, many critics couldn't even download it—which was probably 
a blessing for all involved. "Chad's World was the first signal that maybe things weren't right [with the company]," 
says Winter. "It was definitely, um, ahead of its time." 

It felt like a "gay pedophile version of Silver Spoons," adds another industry observer who saw the pilot and five 
unaired episodes. "I first thought it was some sick fantasy of theirs," he adds. "When I found out about the 
molestation charges, I realized that it was more a case of art imitating life." 
A Web-based TV hub, DEN promised to make the networks history, 
and drew major investments from Hollywood A-listers, the tech 
industry, and Wall Street 

Other DEN shows also targeted thin slices of the adolescent male demo, including young Latinos (Tales From the 
Eastside, in which, according to one former employee, every line of dialogue began, "Yo! Ese!"), Asians (The Chang 
Gang), Christians (Redemption High), frat boys (Frat Ratz), and punks (Fear of a Punk Nation). Though the 
company promised to reach 1.5 million viewers, den.net never surpassed 5,000 hits per day. 

A $75 million IPO was planned for October 1999, but days before it was filed, a young man from New Jersey, 
identified in court filings as Jake W., served papers for a lawsuit claiming he'd been molested by Collins-Rector for 
three years, beginning in 1993 when he was just 13. Collins-Rector quickly paid a settlement, and his attorney fired 
back in the press, calling the suit "classic IPO blackmail" and describing the settlement as "a token payment to save 
the company." 

In the same way he'd met Chad, Collins-Rector had connected with Jake via an Internet bulletin board. The 
executive offered the boy a job at his pre-DEN venture, Concentric, and Jake began working from home for $10 an 
hour. Soon, though, Collins-Rector decided he needed Jake at the Michigan office and flew him out from New 
Jersey, lodging him in a spare bedroom. During the visit, according to the lawsuit, Marc repeatedly asked, "Do you 
trust me?" with his hand roaming across the boy's body. Then he performed fellatio on him. 

With the FBI investigating Jake's allegations and investors panicking, all three founders immediately quit their 
executive posts (retaining substantial stock positions), leaving DEN's new chairman, Howard Ritts, in charge of the 
company. 

Within months, all three of the company's founders had been hit with a flurry of civil lawsuits. Boys who had been 
paid for vague jobs with the company under the condition that they agree to attend parties at the M&C; estate began 
telling stories of sexual abuse at the hands of Collins-Rector, Shackley, and Pierce, as well as other highly placed 
Hollywood figures. 
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GUN PLAY A scene from Chad's World 

One of the alleged victims was identified as Mike E. The slim, dark-haired 14-year-old, who attended a small private 
high school in the Valley, befriended Chad's brother Scott, who led him to DEN. Mike had an interest in acting, so 
when Collins-Rector outlined the possibilities for stardom offered by the site, the boy began spending time at the 
mansion, where there was one key rule. He recalls: "If you were going to sleep over, you had to get into either the 
pool or the hot tub—and you had to be naked to do so." In an exclusive interview, Mike E. confirms having been 
forced to engage in anal and oral intercourse with Collins-Rector, Shackley, and Pierce while under the influence of 
drugs that he claims were fed to him without his knowledge. At the same time, he says, Collins-Rector and Shackley 
were pushing him to become a legally emancipated minor. Although Ronald Palmieri, Collins-Rector's lawyer at the 
time, dismisses the allegations, saying, "There was never any such discussion that I know of," Radar has obtained 
correspondence sent by Shackley to Palmieri's law office requesting an update on the status of Mike E.'s 
emancipation filing. 

Meanwhile, in addition to paying the boy $1,000 a week, Collins-Rector dangled a starring role in a DEN series 
called The Royal Standard, which was being developed by Randal Kleiser, the director of Grease and The Blue 
Lagoon. 

Another alleged victim, Daniel, tells a similar story. After being subjected to sexual abuse at M&C;, he wrote a 
suicide note: "I can't stop crying! Please God help me. I can't go on. I let them use me as a sex tool. I let those 
assholes do all those terrible things to me. Goodbye." His brother found the note and alerted their parents before 
Daniel made any attempt on his life. 

Another young man who frequented the estate, Alex B., was not a minor at the time, but also eventually became a 
plaintiff against the men. Alex claims he was threatened with physical harm, often after being given drugs. At one 
point, Alex secretly shot a video inside the M&C; estate to document what was going on. In a jittery scene, he 
removes a canvas bag from a closet and shows off a massive stash of drugs in amber vials—Percocet, Vicodin, 

Xanax, Valium, marijuana, and ecstasy among them.One industry observer describes the 
series as "a gay pedophile version of Silver Spoons," adding, "it was 
a case of art imitating life." 

Another former DEN employee tells of receiving and rejecting numerous sexual advances at the M&C; mansion—
until one evening when he was surreptitiously drugged and woke up nude in Collins-Rector's bed, with Collins-
Rector asleep beside him. 

In addition to the money and promises of stardom, Collins-Rector allegedly used physical threats to keep the boys in 
line. One tactic, according to several victims, was to brandish a gun. "Do you know what I can do with this?" he 
would say, leveling the barrel at them, "and get away with it?" He also threatened the lives of their families. On one 
occasion, Alex recalls, Collins-Rector asked a bodyguard to stand in the room wearing earmuffs. The DEN chairman 
told Alex the guard would choke him if he didn't consent to sex. (Radar tracked down the guard in question, who had 
gone on to do security work for a big Hollywood talent agency. He confirmed the basics of the boy's account and 
seemed disgusted by the memory. "Marc told me to put on the earmuffs and stand in the room facing him and Alex," 
he says. "I was there for about two hours, but that is all I want to say about what happened.") 

As the lawsuits against the company mounted in early 2000, DEN—in which Pierce held nearly one million shares 
and Collins-Rector still owned a majority stake—began to hemorrhage money. The planned IPO, which was 
postponed after the first abuse allegations surfaced, was permanently shelved. A crumbling Nasdaq didn't help the 
situation. By May 2000, the start-up was bankrupt. Before long, its headquarters were gutted, the expensive 
computer equipment and office chairs sold off for a fraction of their original cost. Around Hollywood, rumors flew that 
Collins-Rector, Shackley, and Pierce were about to be arrested on embezzlement and sexual offenses. Before any 
charges were filed, though, the three men disappeared. 



They didn't turn up again until May 2002, when a tip to Interpol led authorities to raid their luxury villa in Marbella, on 
the Spanish Riviera—an area British tabloids have dubbed the Costa del Crime due to its high population of English-
speaking fugitives. Among the items recovered from the residence were guns, machetes, a trove of jewels, and child 
pornography. Pierce and Shackley were held for about a month by Spanish police and then released. 

The prosecution of Collins-Rector also proved difficult. He remained in a Spanish jail for almost two years, fighting 
extradition, before finally being brought to the United States, where he pled guilty to eight charges of child 
enticement, a comparably minor offense. He was soon out of prison—receiving credit for the time he'd served in 
Spain. Since most of his alleged crimes took place at the mansion in Encino, it was up to L.A. County prosecutors to 
make any further charges stick, but the DA never took steps to do so. (The L.A. County district attorney's office 
refused to comment about the status of any DEN investigation.) The victims sought justice in the civil courts, 
however, winning a total of $4.5 million in summary judgments. Except for a small side agreement with Pierce, the 
award has yet to be paid, lawyers say. 

And like O.J. Simpson, who wound up in a similar legal situation—unpunished for criminal wrongdoing but subject to 
a large civil judgment—Collins-Rector seems to have little incentive to earn enough money to start paying the 
plaintiffs. At least, not in his own name. Evidence uncovered by Radar suggests the dot-com pedophile may once 
again have struck it rich, this time concealing his wealth through a new Internet venture controlled by Brock Pierce. 
As founder of IGE (Internet Gaming Entertainment), Pierce has made a killing selling broadswords, battle axes, and 
other assets to enthusiasts of multiplayer online games like EverQuest and World of Warcraft. Headquartered in 
Hong Kong, the company hires gamers—thought to be Chinese nationals working in virtual sweatshops—to rack up 
items inside the games and sell them for real-world dollars to participants who have more money than skill. While 
not illegal, such deals do run afoul of game rules and are detested by many players. 

Sales of digital assets could soon be a $7 billion-a-year industry, according to IGE. Pierce, it's safe to assume, has 
made a fortune. Upon his return from Spain, he made out-of-court settlements for his role in the M&C; debauchery. 

  
BAD END Chad's World's bloody denouement 

There is good reason to believe, however, that Collins-Rector also has a stake in the company. Daniel Cheren, a 
lawyer who represented three of the boys in their civil suits, openly voices his suspicions about Collins-Rector's 
involvement, and suggests that money from the new venture should go to the victims. Among other indications, 
when IGE first surfaced, it listed an address in Marbella, Spain, the town where the trio hid out. Paperwork for the 
company's incorporation in the United States was filed by Matt Rector, Collins-Rector's brother, along with Collins-
Rector's former business partner, attorney Randy Maslow—then IGE's executive vice president. 

The company is under no legal obligation to publicly disclose its finances or investors, and the bulk of its operations 
remain in Hong Kong. Without a court order obliging IGE to open its books, it's impossible to know whether Collins-
Rector is in on the action. The company didn't return calls seeking comment. 

Meanwhile, Collins-Rector appears to be up to his old tricks in London. In 2006, a U.S. District Court judge granted 
him "emergency" permission to leave the country to receive treatment for a brain tumor. Every week, his physician 
must assure a U.S. probation officer that the medical leave is vital. A spokesperson for the U.S. Attorney's office in 
Newark, New Jersey, which prosecuted the case against him, acknowledged being aware of Collins-Rector's 
residence in London, but said his parole was being handled by court officials in Florida and refused further 
comment. 

After Collins-Rector made his cameo in the Sun, it appeared that officials were losing patience with the arrangement 
and making an effort to bring him back to the United States. "It's a slap in the face to the victims," says attorney 
Brian Brandt, who represented Daniel. 



In a 2007 motion requesting termination of Collins-Rector's supervision requirement, his attorney argued that "life-
changing medical events he has experienced have profoundly affected him and augur well for the success of his 
rehabilitation." In its response to the motion, the U.S. Attorney's office revealed that Collins-Rector had come up with 
what it called another "ploy to circumvent British immigration law," by claiming he "fell in love" and will form a civil 
union with a British citizen—which would allow him permanent residence status. As it happens, his love interest—
who also works as his personal assistant—is a young man who just turned 18. 
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A report on six weird weeks spent at the infamously mismanaged 
Digital Entertainment Network. 

 

 

By Matt Welch, OJR Staff Writer and Columnist 
 

This column is being written on the theory that Non-Disclosure Agreements can be ignored once the involved company 
declares its intention to file for bankruptcy and its founder is busy fending off sexual harassment lawsuits from teenage 
boys. 

For six bizarre and lucrative weeks last year I was a consultant for the Digital Entertainment Network (DEN), which 
during my tenure exemplified and embraced every possible New Economy buzzword then fashionable -- it was a 
"broadband" company right as high-speed Internet access was supposed to take off, it was aimed at "Generation Y" (15-24 
year-olds) just as that huge demographic's buying power was beginning to attract notice, and it was a cutting-edge 
"convergence" company blending dot-com trendiness with Hollywood pizzazz. 

What this meant in practice was a batch of largely embarrassing original fiction programs (such as the T&A howler "Frat 
Ratz," and the Mexican-gangbanger soap opera "Tales from the Eastside," where the troubled L.A. barrio teens began 
every sentence with "Yo! Ese!"), all Web-broadcasted within postage-stamp-sized browser boxes, totally unwatchable on 
56K modems. Still, Microsoft and Chase Manhattan were among the high-profile investors, Ford pledged "millions" in 
advertising, and the L.A. Times and USA Today were busy out-gushing each other about the company's prospects. 

I was brought in 13 months ago at the suggestion of a good and talented journalist friend of mine, to help out with 
planning for the news division. Like all visitors to DEN's swanky Santa Monica converted warehouse, I had to sign a 
lengthy legal contract just to walk in and say hello. 

That, and what passes for my sense of common decency, are what has kept me silent about my brief glimpse of an office 
that has since become synonymous with New Media decadence. The full rise-and-fall story has and will continue to be 
written elsewhere, but my sliver of an experience can hopefully provide a few lessons about what not do with an Internet 
start-up. For instance, it is probably bad form to hire scores of people every month at outrageous salaries for a company 
that changes its fundamental strategy each week, and it is never -- ever -- a good idea to put your company in the hands of 
a guy who looks like George Stephanopolous. 

THE ALIENS AND THE MAHARISHI 

The first indication that I didn't exactly belong came even before I set foot in the office. I arrived 20 minutes early for my 
job interview, so I parked and took a couple of laps around the block to kill time. When I returned, a half-dozen 
unnervingly confident and well-dressed twentysomethings were gathered around my 1988 K car, pointing and talking as if 
regarding an alien spacecraft. I glanced around the parking lot for the first time, and realized why: not a single car besides 
mine dated back later than 1998, convertibles outnumbered SUVs, and easily half the vehicles had sticker prices higher 
than $50,000. 

After signing the complicated legal documents and waiting for a while, I was ushered into an open warehouse room, 
divided by two shark-fin style curved barriers that separated the young and tattooed "interactive" division from the more 
sober-looking news and marketing people. One of these introduced me around, took me into a small office, and began 
talking in vague but exciting language about being "a cross between CNN and MTV for the Internet Generation," and 
"tearing up all the old rules." 



That sounded fine to me, and by the end of the conversation I was the new Managing Editor of NewsDEN. The next day I 
was offered more money per week than I had ever made in a single month. "We're all taking a pay cut to work here," I 
was told sympathetically. I tried to look disappointed. 

The day after that, I was fired. 

Well, not fired, but "unhired," by the boss of the person who hired me. I soon learned that there were literally dozens of 
shifting political factions, ongoing turf wars, people openly lying to each other about what they were being paid to do and 
so on, much of it (according to the people there) based on the "management style" of a certain David Neuman, the 
aforementioned Stephanopolous clone who was president of the company, overseeing the "content" division, of which I 
was apparently (but not explicitly) supposed to work. The hiring and unhiring of new employees was like an underhand 
rag-toss into the cyclone that was thrashing around just under Neuman's unwatchful eye. (One friend of mine, for 
example, was hired by one person, ambiguously unhired and insulted by a second, and when she went back to the first for 
an explanation was hastily shown the door.) 

Neuman -- think freshly washed jeans, tucked-in button down shirt with the sleeves rolled up, bright new sneakers -- 
apparently made his fame at Channel One, the controversial "cable-in-the-classroom" company which broadcasts fairly 
hip yet suitably public-affairsy news and information straight into junior and senior high schools, making its money (ann!" 
("Younger generation! Yes!") This version of Yahoo, he said, would be filled with all kinds of travel info, career guidance 
and job listings, news, record reviews, entertainment fluff, etc. -- every last bit of it produced in-house. "We're going to be 
just like local TV news, except we don't have a geography! We just go to the places they want us to go, and we bring them 
the story! We just need to be more, more ... more interactive!" 

I pointed out that this much original content would be very expensive, and suggested that one thing kids (and other 
Internet users) sometimes like is to be given recommendations about other useful and interesting Web sites. Neuman cut 
me off with a laugh and condescending sweep of his little hand. 

"I don't think we need to be sending people away from our site! I don't think that's how we make money!" ("No! Definitely 
not!" said the chorus, laughing with him at my stupidity.) "Look, as soon as we're as big as Macy's, thenwe'll tell people 
how to get to Gimble's! I'm concentrating on getting as big as Macy's!" 

I almost crashed my car on the way home, intentionally. 

SPEND IT! IT'S NOT YOURS! 

Within another week Neuman's idiotic no-links dictum was overruled by founder and then-chairman Marc Collins-Rector, 
the guy who had resigned after settling a lawsuit alleging he had a sexual relationship with a 13-year-old boy. I probably 
only saw the guy once, and don't remember much. The general rumor was that he was a rich Internet early-adopter 
(making a small fortune with an ISP called Concentric Networks), who had always dreamed of becoming a Hollywood 
mogul. 

According to the various news reports that have picked the meat off DEN's bones the last few weeks (most of which, 
damnably, are unlinkable), the aptly named Collins-Rector had an unfortunate habit of paying himself, Neuman, various 
teens and other managers seven-figure salaries, astonishing amounts for a start-up. There was a palpable culture of 
extravagance inside the warehouse. Six-figure salaries seemed pretty commonplace, and the 23-year-old green-hairs I'd 
bum cigarettes off of had that slightly fattened look of children who have always known they were put on earth to receive 
stock options and buy Lexuses. Meanwhile, the whole expensive herd was multiplying at a rate faster than one new 
employee per day. 

Whenever I stepped outside of my extremely narrow working group (me and the guy who brought me in), any spending or 
hiring number I suggested was almost automatically doubled, followed by comments such as: "Spend the money! It's not 
yours, after all, and they've got tons of it!" Almost every person I met there, including superiors, talked actively of 
keeping side-jobs open "if and when this thing goes down in flames." In my infrequent walks across the office floor I'd 
constantly eavesdrop on advanced discussions -- some among people hired just that week -- about launching competing 
companies. 



I have never worked at a television company, or in a dot-com office, or even in any newsroom larger than 40 people, so it 
is likely that I am naive about such things. But the atmosphere in DEN's warehouse could only be described as poisonous, 
or at least soul-killingly cynical. I couldn't even imagine explaining to the DEN crowd about things 
like Tabloid.net (where I was news editor for nine months), which for two years convinced more than a dozen great 
reporters around the world to fill up a daily news hole for free. I could never understand, and I soon stopped asking, how 
such a rancidly political and secretive organization could produce anything like a "New Paradigm" in the delivery of 
news, let alone in the strategy of content companies. 

At the end I did my work, hopefully earned my money, and even co-delivered a presentation to the Maharishi, who loved 
it and asked when I was starting. I must confess that it was a very difficult 24 hours pondering an annual salary that would 
top what I have earned, total, in my entire life. But not really. 

By the end of the year most of the smart people I knew there (and there were many) had already departed of their own 
volition, restless from being overpaid yet underempowered to make the kind of changes for which the place screamed. I 
still run into former employees now and then, and there is a general shaking of heads and sharing of horror stories. Many 
of them will even tell you that DEN was actually a great idea with some great people, just a bit ahead of its time and 
plagued by foolish, free-spending managers. 

My personal theory, for what it's worth, is that Web sites looking to make real money either need to A) be Yahoo, B) sell 
porn, or (best of all) C) start small, and win a damn following. There is a dirty little secret about content companies: 
popular, scaled-down sites like Suck, CapitolHillBlue, and TheSmokingGun all make money, as in that stuff left over 
after the bills are paid. Meanwhile, heavily staffed, venture-backed heavyweights like Salon, TheStreet.com, 
and APBNews are bleeding money like hemophiliacs. Internet advertising is quietly tripling every year, providing a 
perfectly reasonable means for smaller operations to cover their costs. Meanwhile, the funding bubble for money-losing 
content companies is probably over. 

DEN, regardless of its founder's appetites (which included serially lying about his age), tried to spend and bluff its way to 
a huge audience from the top down, hiring a huge staff at exaggerated salaries while inventing strategy on the fly. Yet 
since going live a year ago, it has never even cracked PC Data's top 1,500 list of most-trafficked sites, unlike, say, The 
Hamster Dance. 

I'm guessing we will look back at DEN 10 years from now as a symbol of an era that will then seem unreal -- when any 
old teevee idiot could spout New Media cliches at least five years out of date, put together a staff of sycophants and 
plotters, and be rewarded by investors with $65 million to waste on 12 months of Webcasting, all because people back 
then placed monster bets on business buzzwords rather than on the people or products pretending to operate by them. 

I was fortunate to have the opportunity to see what Rome must have looked like as it burned.  
  
Is DEN's demise the sign of an era in decline? Tell us what you think.  
  

 
 

 

Matt Welch is an OJR Staff Writer and Columnist. His work is archived at mattwelch.com. 

 

 


