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By Dean FousT

§ or vears the work was
back-breaking at the Proc-
ter & Gamble Co. deter-
gent plant in Augusta, Ga.
Ronald B. Robinson and
other warehouse workers
used to joke that P&G
stood for “Push & Grunt
Slave Camp.” After the
plant opened in 1962, they had to grab
and stack hundreds of 42-pound cases of
Tide, Bold, and Gain coming off the con-
veyor. belt each hour, all in the sultry
climate of eastern Georgia. “You'd go
out in the afternoon and have sweat
soaked all the way through your leather
boots,” he recalls. But Robmqon a burly
bear of a man, persevered for neallv 30
years: The pay and benefits were among
the best a blue-collar worker cotlld find in
Augusta and the job got easier as p&c
automated the plant. After suffering a
heart attack in 1995 at the age: of: 50,
though, he began thinking: about eaaly
retivement. "I just dldn’t thmk I could do
it amymore.”
The -escape hateh:
His company retire-:
ment account, flush. g
with P&G stock, had B
soared beyond. his
wildest -dreams. By.
late 1995, -Robinson §
was . sitting . on-
$738,000, - so -his
brother: m—la.w intro-
duced - him to a:
chureh  friend,
‘William F. Gibbs Sr,
a stockbroker who
headed the Augusta
office of A.G. Ed-
wards & Sons. Ine;
Robinson says Gibbs
.| dazzled him with spleadsheets showing
“‘that if he quit and rolled over his ac-
count to Edwards, he might be able to
earn a heady 21% a year by investing in
undervalned blue-chip stocks, With re-
{ twrns like that, Robinson says Gibbs
-teld him, he could pull out $65,000 a
yvear for living expenses—a 50% raise
over his P&G salary—and still become a
billionaite by age 90.
Robinson put his faith in Gibbs,

PIED .;IPER :
Gibbs persuaded as mzmy as 90 of
P&G's 300 workers in Augusta to

invest W1th him

| cashed out from P&G, and set off on a

cowrse that would devastate not only
his life but those of scores of other peg
workers. Gibbs became the Pied Piper
of the P&G plant—eventually persuading
as many as 90 of the 300 workers there
to follow in Robinson’s footsteps by quit-
ting their jobs and transferrmg their
nest eggs to Edwards. But when
Gibbs's blue-chip strategy faltered, he
began shifting the tens of millions he

managed for the retirees into tech
stocks, then riskier Internet stocks, and
finally into options on tech stocks—with
increasingly disastrous results.

Now, with their jobs, their company
health insurance, and most of their life
savings gone, many of the ex-workers
are atmgghng to ward off repo men and
bill collectors—and fighting to win com-
pensation from A.G. Edwards. They
claim that Gibbs changed their portfo-
lios without permission and put them
into unsuitable stocks given their level of
investment knowledge and their age. In
June, the New York Stoclx E\change is

scheduled to: hear the first. of what will
be a long string of arbitration cases. #I
went to P&G without a dime, and 25
years later T-had a million dollars. Now
I’m broke again,” says one client, Ken-
neth Terry Shell, sitting at his dining-
room-table, his eyes welling. “There have
been tnmea 1t I could have reached for a
~gun, I would have.”
«-In . the ' long
~downside of the
great bull market,
stories ~abound of
--investors who were
‘wiped-eut-when the
:bubble burst, or of
brokere who be-
“lieved in .a turn-
-around. and yefused
~pleas to. cash out.
- But rarely “has a
tale from- the late
1990s involved so
many people from
notjust one town,
,-but from ‘one com-
- pany. They were
blue-collar workers-who, by. dint of hard
work and good luck;, amassed fortunes

~and then lost them.

Over a 10-day period, BusinessWeek
attempted to obtain responses fiom Ed-
wards to the ex-workers’ complamts;
But Edwards declined, saying it can’t
comment on the specxﬁc allegations be-
cause the cases are in arbitration. A
spokeswoman, though did supply a
written statement in which the firm
says, “Unfortunately, the market suf-
fered significant declines .and is cur-
rently at levels we haven’t seen since
1996... We believe these clients under-
stood the risk of investing in the stock
market.” The statement adds: “Weé have
adequate measures in place to ensure
our branch managers adhere to compa-
ny procedures, but do not discuss them

" publicly.” Contacted by phone, Gibbs,

who retired from the firm in January of
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last year, declined to comment and re-
ferred all questions to Edwards.

- Many people caught the stock-mar-
ket fever of the bubble years, but Gibbs
may have had a deeper reason for re-
lentlessly soliciting more customers: He
was suffering from multiple sclerosis
and anxious about his financial future.
Friends say Gibbs, who was still in his
mid-40s- when he began soliciting the
p&G workers, began to worry about how
much longer he would be able to work.
So even as his stamina slipped, his pro-
duetion accelerated, boosting hie com-
missions and bonuses from $231,226 in
1996, to $550,268 in 1997, and Sbab.oOd
‘m';1998 through, Oct.. 10, according to a
n he -submitted. in

1998. One friend, marveling at his cease-
less quest for more business, remem-
bers Gibbs saying, “‘I don't have the
luxury of time. I've got to doit.)” -
The Angusta saga is an uncharacter-
istic black eye for the 116-year-old. St.
Louis-based Edwar ds, wluch has honed
2 reputation for being mor

The firm tied: for first place in.J.D. - Pow-
er & Associates Inc's vey of cus-
tomer satisfaction amo
brokerage firms last ye
its ‘wholesome -Midwe
wards. was slapped .

21 branch managers and their a551<tant
managers in 17 offices who handled
their own customer accounts. This:lack
of 0ve151ght allowed the managers to
be, in effect, their own eompliance offi-
cers. Under:its policy, the Big Board
won’t name the  branches or say
whether Augusta was one of them.

- An:  Edwards: ~
spokeswoman says
the firm was “glad
to.resolve -these is-
sues.” Since the fine,
she. says, Edwards
has been “working
with an outside con-
sultant to review our
practices in-these ar-
eas and will be imple-

onservative
than its larger Wall Street brethren.

full-se1 vice .
pite | 1973 ‘and: 1993, the Dogs returned more
Ed-"{ than 20%

At the epicenter of the events in Au-
gusta is Gibbs, a 6-foot-3-inch tormer
Army sergeant who went to high school
and college in Troy, Ala. Married with
one son, he started at Edwards as'a
broker in Florida in 1990. In 1993, after
a brief stint with First Union Brokerage
Services Inc. in Atlanta, Edwards re-
hired him to open the firm’s first office
in Augusta, With his reddish-blond hair
and athletic good looks, Gibbs projected
an image of trustworthiness; he re-
minded one client's wife of actor David
Caruso of NYPD Blue and csr Miami
fame. On the other hand, he was no
numbers guy. In his securities-registra-
tion forms, he said the subject he had
enjoved the least in college—and scored
the lowest grades in—was math. But
with his doggedness in pursuing new
clients, Gibbs's career took off.

Gibbs had a persuasive pitch for new
clients: He promised to use the time-
honored Dogs of the Dow strategy,
which calls for buying shares of the five
companies in the 30-stock Dow Jones
industrial-average with the highest div-
idend yields at the beginning of -each
year and.selling the ones from the year

-before. The: lngh vields are-often the |
,by—pl oduct-of a recent drop in the com-
~panies’: stock: prices. Given the staying

power of these blue chips, investors are
betting that they will rebound. Between

year:In the early '90s, Ed-
wards started ‘promoting what it dubbed

-"|“the Dow Dividend Strategy, sometimes
_, "jexpa.ndlng it to: 10 Dogs, and even pro-
‘gramming computels in its branches to
display the Dogs of the day.

Tor Robinson, ‘the first P&G retiree to
enlist, the Dogs did great. In early '96,
he opened a rollover Individual Retire-
ment Account with Gibbs, who then sold
the P&G stock ‘and bought the five Dogs
of the moment: ‘

menting these sugges- . = lhe“‘
tions as appropriate.” e to help the |!w E,ad o
» - S gharewith o
INTERNAL GLOCK :
In a 1997 letter,
Gibbs pushed hard
for clients. He had ¢
MS and feared for his e e
future, friends say by pmsndent-!nvem;“‘:mw I B
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~ that they had to-
quit- their jobs.
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That was the on]§ way they could swit

their nest eggs from P&G. Although the
workers thought Pec was an excellent

employer, they were glad to leave the
hard work behind: Wilber Owens recalls
the early years spent unloading railear
raw materials and being-covered-w
powdery - substances ‘and -drenched i

sweat. -“It was like having snot all oveir

you. I wanted: to quit every: day. But 1
knew I had something I could not match
anywhere else’in Augusta.”

~Indeed, this hardscrabble city of
200,000 on the Savannah River, famous
for its storied Auvgusta National Golf
Club and:the annual Masters Golf Tour-
nament, is a.far ery from its TV image
of manicured greens and antebellum
clubhouses. It lost much of its industri-
al base long ago and now frets over a
nearby -former weapons factory that
could be a target. of tervorism, while its
downriver cousin on. the* Atlantic coast—

Savannah—~hooms with tourism. The |
city is dotted with tiny '60s-era lanch-;_
" unpaid post.across the river in South
‘Carolina- as' senfor minister at Silver

houses with chain-link fences.

One by one, p&G workers not only
followed Robinson to Edwards, but en-
thusiastically-spread the gospel to oth-
ers. At Gibbs’s request, another worker-
turned-client, Ronnie Chance, agreed to
attach a giant copy of Gibbs’s business
card to the side of an antique Ford he
drove. So successful were the recruiting
efforts that p&c plant officials privately
worried that the exodus of veteran
workers was cutting the plant’s produc-
tivity. “There was coneern about a loss
of the skilled employees that the plant
needed,” says a P&G spokeswoman.

And with a boost from Edwards com-

in from as far as Pennsylvania and New
Hampshire to learn ﬁom hl': Dow pre-

-sentations.

Initially, the p&G. retirees were. in
clover. Gibbs ar a.nged for most of them
to. receive annual distributions—which
he called salaries—of 9% of their initial
account balances. Shell used his checks
to splurge on a $28,000 bass boat, and
then, out of gratitude, drove to Gibbs's
office to present him with his first catch:
Mattie H. Luchev, 67, treated herself
to a vacation in- Ahska And’ after years
of .Serving.as a part-time pastor of a
hurch, Bennie Holmes took an

Bluff Missionary Baptist Church, one of
the country’s oldest black ‘Baptist
churches. Meanwhile, Edwards made

At his peak, Gibbs was
in charge of 1,000
accounts worth $200
million, including one
for his own church

swelled Edwar ds began ﬂymg brokers -

bs an associate vice;pl'e51dent in
999—and  rewarded-him with trips. to
Mediterranean and to-the Sevengeti

Plain game reserve in East Afvica.-

But for all Gibbs's professional :suc-
s, the onetime scratch golfer and:avid
1te1 was mesthng w1th heal, p "b—

one day, Gibbs was: dmg'nosed with Ms,
according to- friend- and:ex-client Glen’ W,

-Johnson. After a brief remission, the

disease was taking a toll: by the mid-

. 1990s, but he did his best to seldier on.

“He realized it was catching up-to him,”
says Johnson. “Bill said, “I. may have to
get in.a wheelchsir pretty soon, but I'm
trying to put it off as long-as Tcan.’”
Then.in 1999, Gibbs suddenly had: an-
other worry: Just as he was enjoying
his biggest success in winhing hew busi-
ness, the Dogs went astray. Aftei ve-
tummg 20.5% in 1997, the five Dogs
earned just 12.3%-in 1998—2111" Jost:
4.5% in 1999, a year in which ‘the iDow
itself surged 26.9% and the tech-heavy
Nasdaq soared 86%. More important,
the returns weren't enough to cover the
“salaries” that the p&o clients received,
so their funds began draining: away. In
any case, Gibbs hadn't been that faithful
to the Dogs, often substituting other
Dow stocks, according to clients” month-
ly statements. By that November, Gibbs
began dropping Dow stocks altogether
and buying tech stocks such as Intel,
Cisco Systems, and Sun Mierosystems.
The problem for Gibbs is that he was
putting the retirees in stocks that were
far too risky. The ex-workers were clas-
sified as “growth conservative” investors
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The retirees were gmwth conservatwe” clients, but they
say GlbbS put them in rlsky stocks as NASDAQ peaked

“when. they opened their accounts, but
Gibbs 'was now buying them “growth
aggressive” stocks. Nearly all the ac-
counts were nondiscretionary, meaning
Gibbs had to ask permission by letter
or phone or in person to buy stocks out-
" side his mandate, but the clients say this
wasn't-always done.
-+ And -unfortunately for his clients,
Gibbs moved away from the Dogs just
before the tech bust. Four d*\},q before
Nasdag: peaked -on Mar. 10, 2000, he
. spent ‘$11 milliento buy neaxly 1‘)0 000
shares of psiNet: the stock quickly begdn

plunging. Clients, suddenly worried, say | )

Gibbs assured them a relative who
worked. at psIiNet was promising
that the -now-bankrupt Internet
provider’s futwre was bright. “Susan
[Gibbs's. assistant] said, ‘Don’t worry.
Bill just talked to his brother-in-law.
They're hiring’ people to handle all
the business they were .going to
get,'” says Shell. Saccone, who still::
works for Edwards in Augusta, de-
clined comment."

- As’ their portfolios began crum-
bling, the ex-p&G workers began an-
grily .confronting Gibbs. In some in-
‘stances, he ‘went on:the offensive,
sometimes -challenging .clients who
questioned his-judgment by threat-
ening ‘to cut them-locse. He told
some dlients; “If you're going to have .
a problem with me making you mon-
ey, then we've got problems;” recalls
one former friend. In: other cases,
Gibbs: responded by: invoking the Word=
of retail magnate Sam Walton—that: yon
don't lose money until you sell. When
Robinson, whose account:had fallen: to
$1 million, -asked him to liquidate losing
tech: stocks, he:.says Gibbs replied, “If
you sell now; you've lost $300,000.” And

when Robinson’s account shrunk to
$800,000, then $700,000, then $600,000,
he says, Gibbs told him each time, “You
haven’t lost anything. It's all on paper.”
With his aceount down to $500,000, then
$400,000, Robinson says he was driving
to the Edwards office regularly to close
his accoumt. But he was always talked
out of it. “Bill’s favorite saying was, ‘On
the way back to a mllhon,’ ” sighs Robin-
son. :

By now the P&G retirees were pan-
icking. Monthly gatherings that several
held at a loecal steakhouse turned into
blame sessions. “Some folks were
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thleatenmg bodily harm to Blll Gibbs,”
recalls Robinson. Some began pomtmg
fingers at Robinson for recommending
Gibbs. “It got bad,” he recalls. “A lot of
them blame me because they feel like 1
opened the door to something bad.”
All the while, Gibbs was wrestling
with his disease. He began walking with

Z ‘01 rolled ori, Gibbs
ess-available to his

Gibbs's assistant was left taking anigr_:ycvaﬂsb

as the market fell. Clients claim she discour-
aged them from ].rmmia,tzmb their accounts

chents so’ Saccone handled the increas-
ingly hostile calls. '

~For many retirees, the ﬁn'll btrd“,
was the market crash after the Sep-
tember 11 attacks. The next -week, Vie-
ki-Green drove tothe Edwards branch,
where: she learned that her husband
Andrew’s' $1.31 million portfolio had fall-
en below $300,000. *L was crying,” Vicki
says. ‘T said, ‘Liquidate it now." But
Saccone persuaded ‘her to stay the
course. “A week later Susan called as if
nothing had happened, saying, ‘I have a
tech stock to put you in’” For Shell, the
news was worse: His account, worth
$816,287 when he left P&G, was down to
$48,107 by the time he closed it. After a
sereaming match with Saceone, accord-
ing to Shell, “She said, ‘All T can tell
you is we can't pay your salary any-
more. There’s nothing we can do.””

The Edwards ordeal has taken both 2
financial and physieal toll on the pgG
workers, Robinson says he has suffered
three more heart attacks in the past sev-
en years, which he attributes in part to

a cane and Johnson, the friend, says:
Gibbs: was' o‘-frustz ated 'by the lack of;

the stress of seeing his savings disap-
pear. Two other ex-clients have filed for
bankruptey. Shell had his boat repos-
sessed, and handed his mobile home-—
and payments—to his mother so he
wouldn't lose his only residence. His
truck disappeared from his front yard
one day—repossessed—until his uncle

““bailed me out,” he says. And with-his
“savings now down to "p()a 000, Bennie
‘Holmes may have to give up his full-

time ministry. at Silver Bluff to return to
work. “It has affected my teaching,”
Holmes says as he sits'in the cold, dark-
ened sanctuary one morning. “People can
see something’s- wrong,”

o+ Many of the workers may face
- more bad news—from the Internal
Revenue Service. If they stop or
“change their distributions before
- taking them for at least five years,
““as ‘many will have to, a number of
royounger ex-clients may face early-
© withdrawal penalties of 10% of the
+sizable sums they have drawn, plus
- interest. These penalties could range
k- from $30,000 to” $90,000, according
«to Edward J. Dovin, an Atlanta
" lawyer handling many of the claims.
-Edwards has begun to quietly
-~ make -amends. In the past 15
months, it began offering settle-
ments to -some of Gibbs's clients, in-
cluding some of the ex-P&G workers
and his old: church, First Presbyter-
ian Church .of Augusta, which
‘agreed to accept $332,048 in De-
cembet, 2001, for-mndisclosed losses. Most
of the other retirees.are seeking redress
through: arbitration, the only recourse
for brokerage clients.: It could take years
to resolve so many:

.Meanwhile, -Gibbs, 51, has sold his
home in Augusta and moved to a house
he bought in 1998 in the North Carolina
mountains. In.the past year, he has made
at:least two trips back to Augusta: For-
mer clients saw Gibbs—who at the time
had grown a shoulder-length ponytail—
twice last year at the weddings of mutu-
al friends. Robinson says his wife refused
to let him approach Gibbs. “She was
afraid of what I'd say or do,” he says.

Ironically, if Gibbs had stuck with the
Dogs, all the retirees would be far better
off because the Dogs gained 102% in 2000
before losing just 4% in 2001 and 10.5%
last year. Instead, Robinson and the oth-
er P&G workers, who thought they might
one day be billionaires, now must scram-
ble to make ends meet. And the weight
of that challenge suddenly makes lifting
heavy boxes look like child’s play. E



