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ENRON: The Smartest Guys in the Room

Directed by Alex Gibney, this is the inside story of one of history’s greatest business scandals, in which top executives of America’s 7th largest company walked away with over one billion dollars while investors and employees lost everything.  The film benefits greatly from Fortune reporters Bethany McLean and Peter Elkind, who co-authored the best-selling book The Smartest Guys in the Room. Using insider accounts and incendiary corporate audio and videotapes, Gibney shows the almost unimaginable personal excesses of the Enron hierarchy and the utter moral vacuum that posed as corporate philosophy. The film comes to a harrowing dénouement as we hear Enron traders’ own voices as they wring hundreds of millions of dollars in profits out of the California energy crisis.  As a result, we come to understand how the avarice of Enron’s traders and their bosses had a shocking and profound domino effect that may shape the face of our economy for years to come.

ENRON: The Smartest Guys in the Room

Timeline of Events

July 1985 – Houston Natural Gas merges with InterNorth, a natural gas company based in Omaha, Neb., to form the modern-day Enron, an interstate and intrastate natural gas pipeline company with 37,500 miles of pipe. 

Jan. 1987 – Enron discovers that oil traders in their Valhalla, NY office have been diverting company funds to their personal accounts.  

April 1987 – The board – including Ken Lay - learns that Louis Borget and Tom Mastroeni, the men in charge of the Valhalla operation were gambling beyond their limits, destroying trading reports, keeping two sets of books and manipulating accounting in order to give the appearance that Valhalla was earning steady profits.  The board does not fire the Valhalla executives because Lay makes it clear that they are making too much money to let them go.  Lay increases the trading limits of the Valhalla traders. 

Oct. 1987 – Borget and Mastroeni end up on the wrong side of a massive trade, threatening to bankrupt the company.   Enron executive Mike Muckleroy manages to bluff the market and reduce the loss from $1 billion to $140 million, thus saving the company.

Oct. 1987 – Ken Lay professes shock at the actions of the traders.  They are fired.  Three years later, Borget and Mastroeni plead guilty to a number of felonies.  Borget spends one year in jail; Mastroeni receives a suspended sentence. 

Oct. 19 – Black Monday.  The Dow Jones industrial plummets 508 points, dropping 20.4%...the greatest loss Wall Street suffered on a single day. 
1989 –  Enron begins trading natural gas commodities. Over the years, the company will become the largest natural gas merchant in North America and the United Kingdom. 

June 1990 – Jeff Skilling, who has been a consultant for McKinsey & Co.  joins Enron.

June 11, 1991 – Enron asks SEC to approve mark-to-market accounting

Jan. 30, 1992 – SEC approves mark-to-market for Enron

1993 – Enron and the state government of the state of Maharashtra in India sign a formal agreement to build a massive power plant.  The cost for construction will soar to $2.8 billion. 
1996 

1996: Enron signed a contract giving it rights to explore 11 gas fields in Uzbekistan, a project costing $1.3 billion. The goal was to sell gas to the Russian markets, and link to Unocal's southern export pipeline crossing Turkmenistan, Uzbekistan and Afghanistan
Jan. 8: Enron and the government of Maharashtra reached a new agreement that would shift some of the construction costs and lower the electricity tariffs. 

Feb. 23 – New Dabhol agreement announced. 
Nov. – Richard Kinder, COO of Enron, doesn’t get CEO job so he leaves. 

Dec. 10 – Enron announces that Jeff Skilling is taking over as COO

1997 

July – Enron executive Rebecca Mark tries to sell 50% of Enron Internataional to Shell.  But the deal doesn’t get done.  She blames Cliff Baxter and Skilling for botching the negotiations.

1999 

May – Rebecca Mark takes Skilling to South America.  Employee meeting follows.   Skilling gushes about South America.  

May 24 – Tim Belden, head of Enron’s West Coast Trading Desk in Portland Oregon, conducts his first experiment to exploit the new rules of California’s deregulated energy market.  Known as the Silverpeak Incident, Belden creates congestion on power lines which causes electricity prices to rise and at a cost to California of $7 million.  This will be the first of many “games” that Belden and his operation play to exploit “opportunities” in the California market. 

June 9 – Azurix goes public. 

June 28 – Enron’s Board of Directors exempts CFO Fastow from the company’s code of ethics so that he can run a private equity fund – LJM1 – that will raise money for and do deals with Enron.  The LJM Funds become one of the key tools for Enron to manage its balance sheet and make investors think that it is doing better than it is. 

Sept. 16 – Enron’s CFO Andy Fastow addresses Merrill Lynch in World Trade Center, asking the team of investment bankers to find investors for his LJM2 Fund.  He assures them:  “If there’s a conflict between Enron and LJM, I will favor LJM.” 

Oct. 12 – Enron board exempts Fastow from Enron’s “code of ethics” so that he can raise money for LJM2.
Oct. 13 – Merrill Lynch releases placement memo for LJM2. 

Dec. – Employee Meeting. Lay apologizes for Azurix. 

2000 

Jan. 19-20 – Annual Analysts Meeting. First day - Skilling: “EES is just rockin’ and rollin’” Second Day: Enron rolls out its Broadband plan.  Scott McNealy, of Sun Microsystems shows up to offer his support.  By end of day, stock rises 26% to new high of $67.25

April – Conference Call with stock analysts. Skilling: “…we have been swamped with new opportunities…”

May 5 – Enron trader, in an email to colleagues - announces “Death Star,” a new strategy to game the California market.  

May 12 – Timothy Belden (chief trader for Enron's West Coast power desk) sends email to Enron Headquarters in Houston confirming his strategy is working.  “We long. So far so good…pricing keep going up. “  Belden has made a massive bet that California energy prices will increase.  His e-mail confirms that prices are rising.  
May 22 – CA ISO (Independent System Operator), the organization in charge of electricity supply and demand, declares a Stage One Emergency, warning of low power reserves. 

June 12 – Skilling makes joke at Las Vegas conference, comparing California to the Titanic. 

July – Enron announces that its Broadband unit (EBS) has joined forces with Blockbuster to supply video-on-demand. 

August 23 – Stock hits all-time high of $90.  Market valuation of $70 billion.  FERC (the Federal Energy Regulatory Commission) orders an investigation into strategies designed to drive electricity prices up in California.

August 25 – Rebecca Mark resigns from Azurix and Enron. 

Sept. 20 – Jonathan Weil writes piece about Mark-to-Market and energy companies.  Investment analyst James Chanos reads this in the Texas Journal, a regional supplement to the Wall Street Journal.

Oct. 3 – Enron attorney Richard Sanders travels to Portland to Discuss Timothy Belden’s strategies.
Nov. 1 – FERC investigation exonerates Enron for any wrongdoing in California. 
Dec. 6 – Christian Yoder and Stephen Hall write internal memo detailing Belden’s strategies.

Dec. 13 - Enron announces that president and chief operating officer Jeffrey Skilling will take over as chief executive in February. Kenneth Lay will remain as chairman. 

End of Year – Enron uses “aggressive” accounting to declare $53 million in earnings for Broadband on a collapsing deal that hadn’t earned a penny in profit. 

2001 

Jan. 17 – Rolling blackouts in Northern California.

Jan. – Belden’s West Coast Power Desk has its most profitable month ever - $254 million in gross profits. 

Jan. 22 – Quarterly Analyst Conference Call – Skilling: outstanding…fantastic…tremendous…”

Jan. 25 – Analyst Conference in Houston, Texas. Skilling bullish on the company.  Analysts are all convinced.  Ken Rice increases his estimates for value of Broadband.

Feb. – Tom White resigns from EES (Enron Energy Services, the retail division he headed since 1998) and becomes Secretary of the Army.  He cashes out with $14 million and begins to build a huge house in Naples, Florida – purchase price for property $6.5 million. 

Feb. – Over the past year (while he presided over EBS, Enron Broadband Services), Ken Rice cashes in $53 million in shares and options.

Feb. 5-14 – Senior Andersen partners meet to discuss whether to retain Enron as a client. They call use of mark to market – “intelligent gambling.”

Feb. 14 – Writer Bethany McLean interviews Skilling.   

Feb. 15 – Mark Palmer, head of Enron PR, and Fastow go to Fortune to answer questions…Fastow to Bethany McLean: “I don’t care what you say about the company.  Just don’t make me look bad.” 

Feb. 19 – Fortune Article, by Bethany McLean: “Is Enron Overpriced?” 

Feb. 21 – Employee Meeting.  Skilling says: “Yes it is a black box.  But it is a black box that’s growing the wholesale business by about 50 percent in volume and profitability.  That’s a good black box.”   Skilling announces Enron’s goal: “The World’s Leading Company.” 

March – Enron transfers large portions of EES business into wholesale to hide EES losses.

March – Arthur Andersen takes auditor Carl Bass off the Enron account.

March 23 – Enron calls unusual analyst conference call to boost stock.  It works.

April 17 – Quarterly Conference Call.  The “asshole” call.  

May 17 – “Secret” Meeting at Peninsula Hotel in LA – Schwartzenegger, Lay, Milken

June 21 – Skilling hit in face with blueberry tofu cream pie by Francine Cavanaugh at The Common Wealth Club in San Francisco. 

June – FERC finally institutes price caps across the western states.  The California energy crisis ends. 

July 12 – Quarterly Conference Call.   Skilling still bullish. 

July 13 – Skilling goes to Lay to say he wants to resign.  Lay says take the weekend and think it over.  Two different views of what happened that day.  According to Lay, he tried to talk Skilling out of it.  For Skilling, Lay didn’t seem to care.  And Skilling says he offered to stay on for six months.  Board member says he recommended the transition to Lay.  And says Lay tried to get it but Skilling wanted an immediate out.  

July 24-25 – Skilling meets with analysts and investors in NY – Skilling arrogant.  “We will hit those numbers.  We will beat those numbers.”  Says LJM is stopping and that all other issues are immaterial.  “All of these are bunk.  These are not issues for the stock.” 

August 3 – Skilling makes a bullish speech on EES.  That afternoon, he lays off 300 employees. 
August 8 – Massive explosion at Teeside.  

August 11 – Skilling talks to Mark Palmer about preparing press release for resignation. 

August 13 – Board Meeting.  Rick Buy outlines disaster scenario if Enron’s stock starts to fall.  All SPEs crash.  Skilling dismisses this. That evening , in board only session, Skilling resigns.  He’s in tears. 

August 14 – Skilling’s Resignation Announcement.  In evening, analyst and investor conference call.  Skilling – “The company is in great shape…” Lay: “Company is in the strongest shape that it’s ever been in.” Lay is named CEO. 

August 15 – Jim Chanos thinks the stock is going through the floor and bets aggressively on that.  Notes that Skilling’s departure coincided with release of 2nd quarter 10-Q. Enron’s cash flow was a negative $1.3 billion for the first six months.  

September – Skilling sells $15.5 million of stock, bringing stock sales since May 2000 to over $70 million. 

Sept. 26 – Employee Meeting.  Lay tells employees: Enron stock is an “incredible bargain.”   “Third Quarter is looking great.”

Oct. 16 – Enron reports a $638 million third-quarter loss and declares a $1.01 billion non-recurring charge against its balance sheet, partly related to structured finance” operations (the Raptors) run by chief financial officer Andrew Fastow.   In the analyst conference call that day, Lay also announces a $1.2 billion cut in shareholder equity.

Oct. 17 – Wall Street Journal article, written by John Emshwiller and Rebecca Smith, appears.  The article reveals, for the first time, the details of FAstow’s partnerships and shows the precarious nature of Enron’s business.

Oct. 22 – Enron acknowledges Securities and Exchange Commission inquiry into a possible conflict of interest related to the company's dealings with the partnerships. 

Oct. 23 – Lay professes support for Fastow, saying he has the “highest regard” for his charac ter [check film]during conference call with analysts, and employee meeting. 

Oct. 23 – In a massive shredding operation, Arthur Andersen destroys one ton of Enron documents.

Oct. 24 –  Enron ousts Fastow. 

Oct. 31 – Enron announces the SEC inquiry has been upgraded to a formal investigation. 

Nov. 8 –  Enron files documents with SEC revising its financial statements for past five years to account for $586 million in losses. 

Nov. 19 –  Enron restates its third-quarter earnings and discloses it is trying to restructure a $690 million obligation that could come due Nov. 27. 

Nov. 28 – Enron shares plunge below $1. 

Dec. 2 – Enron files for Chapter 11 bankruptcy protection. 

2002 

Jan. 9 – Justice Department confirms it has begun a criminal investigation of Enron. 

Jan. 10 – Arthur Andersen announced that employees in its Houston Division had destroyed documents related to Enron. 

Jan. 23 – Lay resigns as chairman and CEO of Enron. 

Jan. 25 – Cliff Baxter commits suicide.

Feb. 2 – The Powers Report, a 218-page summary of an internal investigation into Enron's collapse led by University of Texas School of Law Dean William Powers, spreads blame among self-dealing executives and negligent directors. 

Feb. 7 – Fastow and his former top aide Michael Kopper invoke the Fifth Amendment before Congress; Skilling testifies, saying he knew of no problems at Enron when he resigned. 

March 14 – Former Enron auditor Arthur Andersen LLP indicted for obstruction of justice for destroying tons of Enron-related documents as the SEC began investigating the energy company's finances in October 2001. 

April 9 – David Duncan, Andersen's former top Enron auditor, pleads guilty to obstruction. 

June 15 – Arthur Andersen convicted of obstruction after a six-week trial that included 72 hours of jury deliberations spread over 10 days. 

Aug. 21 – Michael Kopper pleads guilty to conspiracy to commit wire fraud and money laundering conspiracy; acknowledges funneling millions of dollars to Fastow through myriad financial schemes and agrees to cooperate with investigators. 

Aug. 31 – Andersen surrenders its license to practice accounting in US.  85,000 people lose their jobs.  $9 billion in annual earnings disappears.

Oct. 16 – Andersen sentenced to probation and a $500,000 fine; firm already banned from auditing public companies with only a few hundred employees left on the payroll after its conviction. 

Oct. 31 – Fastow indicted on 78 charges of conspiracy, fraud, money laundering and other counts. 

2003 

March 19 – Enron announces the company will keep its North American pipelines and 18 international pipeline and power assets to emerge from bankruptcy as two separate companies with different names. 

May 1 – Andrew Fastow's wife, Lea, and seven former Enron executives charged. Lea Fastow is charged with conspiracy and filing false tax forms for allegedly participating in some of her husband's deals. Former Enron treasurer Ben Glisan Jr. and midlevel executive Dan Boyle also charged for allegedly participating in Fastow-run schemes. Additional charges filed against Andrew Fastow. 

July 11 – Enron files reorganization plan in its bankruptcy case that says most creditors will receive about one-fifth of the estimated $67 billion they are owed. The $67 billion shrinks to $66.4 billion after several revisions. 

Sept. 10 – Ben Glisan pleads guilty to one count of conspiracy and is the first former Enron executive to be behind bars. 

Nov. 18 – Enron announces it will sell Portland General Electric, its Pacific Northwest utility, to partnership backed by Texas Pacific Group for $1.25 billion in cash and $1.1 billion in assumed debt. 

2004 

Jan. 6 – Enron Corp.'s roadmap for emerging from bankruptcy receives a New York judge's initial blessing and will be sent to creditors to accept or reject the plan that will pay them a fraction of what they are owed. 

Jan. 14 – Andrew and Lea Fastow plead guilty. 

· Andrew, who faced 98 counts, pleaded guilty to one charge of conspiracy to commit wire fraud and one charge of conspiracy to commit wire and securities fraud. Fastow has agreed to serve 10 years in prison; forfeit $23.8 million, including homes in Galveston and Vermont; and forfeit claims on another $6 million held by third parties. He is cooperating with the Enron task force in ongoing investigations.

· Lea Fastow pleaded guilty to one count of filing a false tax report for failing to report $47,800 in income on her 2000 personal taxes, part of more than $204,000 undeclared over four years.  She is currently serving a one-year term in prison. 

Feb. 19 – Named in 35-count indictment, Skilling pleads not guilty to wire fraud, securities fraud, conspiracy, insider trading and making false statements on financial reports. He's the highest-ranking Enron executive to face criminal charges in the energy giant's downfall. Charges against former Chief Accounting Officer Richard Causey also expanded in the indictment to 31 counts. 

Nov. 3 – Enron’s first criminal trial ends.  Former Enron accountant, Sheila Kahnek is acquitted.  Former Vice President Dan Boyle and four former Merrill Lynch bankers are convicted of conspiracy and fraud in the Nigerian barge deal.
Comments from Alex Gibney

Like most people, I was a distant observer of the Enron scandal.  Then I read The Smartest Guys in the Room.

That book made me want to do the movie.  Through Bethany and Peter’s writing I saw that the story of Enron was more than a corporate scandal.  It was a human drama with the emotional power of a Greek tragedy – yet tinged with the blackest humor imaginable. I also felt that the film would give me an opportunity to explore some larger themes about American culture, the cruelty of our economic system, and the way it can be too easily rigged for the benefit of the high and mighty.

I became fascinated by the degree to which the executives at Enron were like filmmakers working on a science fiction movie: they just made the stuff up. They were very skilled at making the Enron story seem so convincing that everyone wanted to believe it.  Skilling was an expert in managing a public suspension of disbelief.  (There was black humor about this as well.  At Enron, believing in Skilling’s agenda was known as “drinking the kool-aid.”)   

As Mimi Swartz notes in the film, both Lay and Skilling were also talented actors who convincingly performed their corporate roles with great brio.  I think of two moments from the film.  One is where Skilling tells his employees that Bethany’s article – the first one that was really critical of Enron – was really just Fortune being “different” because BusinessWeek had written a positive piece on the company.  The other is where Lay says: “Our stock could always be higher.”  You can almost see him leafing through real estate brochures for a new Aspen estate. 

I was fascinated by the degree to which virtually everyone – journalists, stock analysts, business school professors, even Alan Greenspan – believed the Enron story. Perhaps one of the reasons they were so convinced was that Skilling and Lay wrapped their mission in an ideology that everyone in the American business community wanted to believe: if there are no rules and regulations, everything will work out fine.  It was like being guided by the keynote slogans of Gordon Gekko (“Greed is good.”) and Alfred E. Neuman (“What, Me Worry?”).

Given that so many analysts and reporters missed the fraud at Enron, I was fascinated by the few people who did see it.  In dramatic terms, they (particularly short-seller Jim Chanos and Fortune reporter Bethany McLean) were like private eyes, truth seekers who saw through the phony cover story.  

“Ask Why”

There is bitter irony, black humor and unconscious honesty in Enron’s advertising slogan:“Ask Why.”  

In the context of its surreal commercials, the slogan is a boast about Enron’s ability to question conventional wisdom.  But given what we now know about Enron, “Ask Why” is almost an unconscious dare to outside observers: ask why Enron is so successful.  It reminds me of the way that master criminals always leave clues for detectives, as if the discovery of the crime is a kind of cat-and-mouse game. 

On a larger thematic level, “Ask Why” is the lesson of the film: don’t take anything for granted; be cynical, question authority - “Ask Why.”   I almost called the film, “Enron: Ask Why.”  For people who see the film it’s a resonant title.  But it seemed too preachy for anyone who hadn’t.

“The Smartest Guys in the Room” is a great title because it is both straightforward and bitterly ironic.  It speaks to the idea that these guys thought they were so smart they could find ways around all the rules and regulations.  Once you come to believe that all rules and regulations are an “affront” to “free markets” then running a fraud like Enron becomes like “tax avoidance,” a “rules based” approach to gaming the system.   So long as Enron’s highly paid advisers signed off on what they were doing, then Enron was in technical compliance, even if, to any reasonable outside observer, Enron’s execs had stage-managed a spectacular fraud.

By the way, it’s my belief (and Bethany and Peter’s) that Enron didn’t start out to be a fraud.  It was an incremental process; and that’s why it was so insidious.  And that’s why Skilling is still able to believe that he didn’t do anything wrong.

I was interested in the business culture that Skilling created at Enron.  It was based on a misreading of Richard Dawkins’ 1976 book about evolution, The Selfish Gene. Skilling seemed to believe that if everyone was as rapaciously greedy as possible, everything would work out fine – like Adam Smith’s “invisible hand.” It was a value system without values.   It reached its apotheosis in California, where Enron’s traders gamed the system with ideological zeal.  According to the rules of the free market ideologue, if Enron’s traders gamed the California system then California’s “flawed” deregulatory system would be forced to correct itself.  In their view, the traders could almost convince themselves that they were, in the words of Jeff Skilling, “on the side of the angels.” In the long run, screwing California would be good for the state! No pain no gain! So they performed an “experiment” on the people of California, who suffered enormous economic hardship while the traders made millions in the process.

Access to People, Footage and Audiotapes

Bethany McLean and Peter Elkind have written a wonderful book.  From the start they appreciated that the film would be different.  But they were always very helpful with sources, contacts, tips, suggestions and gentle, constructive criticism.  Even better, they were great storytellers on camera.  And they were an invaluable help with the toughest part of this story – getting people to talk.

Getting access to the people at Enron was hard enough.  With Peter and Bethany’s help, I was able to have conversations – even with people at high levels of the company – who wanted to talk about what happened at Enron.  I talked for hours and hours with people who were at the center of the action.  But the really hard part – the almost impossible part – was getting people to talk on camera.  For a long time, I was stymied by the legal battles.  Most people – innocent or not – were afraid of the Department of Justice.  (The DOJ was never any help to us.) But in addition, there were those who were afraid that an appearance on camera would provoke lawyers to depose them for one of the civil cases.  One deposition can cost up to $50,000 dollars.  That’s a number that’s tough to counter.  

The practical consequences of the legal process revealed an irony that should have been evident to me: the quest for justice and the search for a nuanced truth are not always the same thing.  The people who did talk – and I was very impressed by the courage of those who did – felt that there were moral issues at stake that needed to be addressed.

Perhaps the most courageous were former Enron executive Amanda Martin Brock and Colin Whitehead, an Enron trader from Portland who talked about what the company did to California.  They both had the most to lose by coming forward, but both felt strongly that it was important to be honest about what happened.  They helped put a human face on the story.  

It’s too easy to demonize everyone at Enron.  Most employees had nothing to do with the fraud.  Further, the story has to be seen within the context of the times. The fact was that, within the context of the bull market, many people were tempted to behave in much the same way those at Enron did.  And many other people – in companies all over the country - did succumb to those temptations.  

Except for the investigators (journalists, lawyers, and one short-seller) it was a risk for almost anyone to talk to us.  Some did because they felt it was very important for the historical record to talk.  At the end of the day, this story is about choices that everyone – at one level or another – must make.  

One person – former Enron executive and veteran trader Mike Muckleroy – came forward because he was so furious at some of the things Ken Lay said in his appearance on the Larry King show not long after Lay’s indictment.  Anger and betrayal are useful emotions for filmmakers and journalists.  

I tried hard to get to Skilling for the film: I wrote to him and left him many voice-mail messages. But no dice.  I was told that he wanted to talk but that his lawyers wouldn’t let him.  By all accounts, he loves to talk about the glory of Enron and how “they” – the mysterious “they” of the media  – destroyed the company.  I couldn’t help but imagine him, like Odysseus, lured by the siren’s song of the microphone and the camera, but lashed to his desk by his lawyers. 

 I really wanted to talk to him because he was the brains behind the vision of Enron that captured the imagination of corporate America in the late 90s. I believe in the portrait of him sketched by Bethany and Peter: a man torn between the grandiose image of Enron he created and the shabby reality that, by the end, it had become. He’s a true American – like Jay Gatz in The Great Gatsby – because of the way he reinvented himself.  He willed himself to undergo a physical and psychological transformation from a nerdy consultant into a macho leader of a company who took his gang of male execs on dangerous motocross trips as if to prove, like the heroes of Bonfire of the Vanities, they really were the “big swinging dicks” of the boardroom.  I mean, he had the balls – or the fertile “imagination” - to call Enron “The World’s Leading Company.”  (And he was convincing.  Corporate observers believed his act. At one lecture, his host introduced Skilling as “America’s best CEO”!)

I also tried to talk to Ken Lay, particularly when he “came out” and started to talk publicly with people like Larry King, and Kurt Eichenwald of the New York Times, whom Lay thought would be sympathetic to his position.  But Lay’s representatives would not let me talk to him.  Indeed, they tried to bar me from the press conference he held after his indictment.  (They called security guards to have me removed).  I made a scene, which I filmed, and Lay’s attorney, Mike Ramsey, relented and let me in.  

I think they (Skilling and Lay) might have helped their cause if they had agreed to interviews.  But the film doesn’t really suffer.  Both Lay and Skilling are very present – and their skill as corporate pitchmen is evident - through their appearances in the Enron company meetings and Skilling through the public hearings in the House and the Senate, which we used extensively.  I give Skilling a lot of credit for appearing in those hearings.  I’m sure his lawyers were furious.

Regarding the Enron corporate footage from the shareholder meetings, and the audiotapes from the traders – well, I can’t be too specific about this except to say that almost everyone we approached for footage ran in the opposite direction.  Our team did succeed in finding extraordinary materials by mining unofficial sources – almost always the best ones.   

We had help from many sources including Senate and House investigators from both sides of the aisle.  As for the California audiotapes, we were helped by the extraordinary group of investigators employed by the Snohomish (WA) Public Utility who sought out hundreds of hours of those tapes as part of a lawsuit with Enron.  (Enron – still operating via Chapter 11 of the bankruptcy code – sued Snohomish for non-payment of energy bills.  Snohomish fought back by finding and releasing the audiotapes of the predatory Enron traders.)

It’s interesting to note that, while the California energy crisis was underway, Enron mocked those who accused their traders of gaming the market.  Enron’s PR team called their critics hysterical and “communistic.”   Thanks to Snohomish, and the famous Yoder-Hall memo, we now know what really happened.  It pays to “ask why.”

The key to the film was finding unofficial archival materials.   Enron has a mother lode of materials that I was not able to access.  The Justice Department has copies of those tapes but Enron refused to give them to us.  Perhaps when all the trials are finished, they will be released.

In one interesting side note, I discovered a woman who, according to my sources, has been hired by Skilling to do a film about his version of events.  She was the woman responsible for filming many of the company meetings and she allegedly has some “secret” materials that she has buried in her back yard. Don’t know if that story is true.  We approached her for materials but she would not cooperate with us.   If Skilling is making a film, I would be interested to see it.  I’m sure it would be well scripted, with great production values, and convincing as hell.  He could have run a film studio.  (Some might say that, at Enron, he did.) 

One other important note.  The process of “managed news” is at once the reason for the recent success of independent documentaries (because they offer a fresh, unpackaged perspective) and the greatest impediment to producing them.   At one time, the network news archives treated their footage as a historical resource available to all.   Now, they apply entertainment standards to the material.  Want footage of Brian Williams discussing the stock market bubble?  Special permission and extra fees required.  Why?  Because he is expensive “talent” to whom the network wants exclusive access.  But no one should have an “exclusive” on history.  The need for these special permissions also provide the networks an excuse to deny access to productions they do not approve of.  For Enron – and for many other documentaries at Sundance – these new policies can  have a chilling effect.  They are also ironic because the major networks all share footage freely – at no cost to each other – via the doctrine of “fair use.”  

On Big Business & Politics
There has been so much talk about the relationship between the Bush family and “Kenny Boy” Lay.  We tried very hard to find a smoking gun – a real quid pro quo.  We only really found one – during the California energy crisis, when Bush aggressively did “nothing” as California was being ravaged by Enron and the other energy companies.  Bush had an ideological rationale – “trust in the force: the magic of the marketplace.” His inaction had wide-ranging consequences for California’s economy and, ultimately for its political landscape.    

The relationship between big business and politics will be intimate as long as politicians need increasing amounts of money to run for office.  But “Enron” doesn’t focus much on the relationship between business and politics.  Rather, it takes an inside look at how big money capitalism works.  The film looks at how different real-world capitalism is from our textbook explanations of supply-and-demand.   The world of investment banking and big business is a world unto itself in which a few powerful people wheel and deal out of the public eye and – particularly in the case of vital markets like energy – exert “market power” that has nothing to do with competition among equals, or open relationships between consumers and producers.   Enron and other energy companies all got together to game the California market.  And look at the deals that Fastow was able to offer his pals at Merrill Lynch, Citicorp, etc.  These aren’t the kind of deals that any of us get to look at when we go to the local branch and try to get a mortgage or a small business loan.  We can’t walk up to the teller or the branch manager and say: can you give me a guaranteed profit on a deal whose returns are likely to exceed 2000%?  

Or try the Fastow approach to human relations.   Don’t like somebody in another company?  No problem: offer the company $50 million in fees to fire his ass.

Enron is important because it takes the predatory nature of “business as usual” to its logical extension.  Enron is not an exception to the rule; it’s an exaggeration of the way things too often work.   

ABOUT “THE TRIALS OF HENRY KISSINGER”

In 2002, First Run Features and Sundance Channel released, aggressively marketed and aired a documentary called “The Trials of Henry Kissinger,” a film by Eugene Jarecki and Alex Gibney.  Jarecki produced and directed, Gibney wrote and produced. Motivated by a Harpers magazine article by Christopher Hitchens, who was also became one of its subjects, “The Trials of Henry Kissinger” was one of the most talked about films to screen at New York City’s Film Forum.   Many wondered whether or not Henry Kissinger was indeed a war criminal, and the film may or may not have played a role in Kissinger’s decision to decline President Bush’s invitation to Chair the 9/11 commission.  
No one can deny the importance of Jarecki and Gibney’s latest projects. Each filmmaker has since taken on a new idea and made films that are both cogent pictures of clarity.

Jarecki’s WHY WE FIGHT argues that war is an inevitability as long as big business and big politics are as enmeshed with the military as they are, and as they have been since Eisenhower first warned of the “military industrial complex.”  Though the idea is big, the people you’ll meet in this film are bigger, from the Saigon native whose team created the bunker buster to the former NYC cop who asked the USAF to write his son’s name on ordnance – his son having died in the WTC on 9/11.  

Gibney’s ENRON film, like “The Trials of Henry Kissinger,” is based on a book.  The Smartest Guys in the Room, by Bethany McLean and Peter Elkind, the Fortune reporters who first started sniffing around the Enron story, is the definitive book on one of history’s greatest business scandals. 

Says Gibney, “From making ‘Kissinger’ I learned basic lessons about drama: pay attention to story and character and let the larger themes emerge from the narrative.”

He continues, “It will be clear to viewers of “Kissinger” that Eugene and I were not boosters of Dr. Kissinger, but we tried hard to see things from his perspective from time to time.  That instinct – to try to see things from the perspective of characters I’m investigating – helped inform my approach to ENRON.  Considering the damage caused by Enron, the film is not too sympathetic to the unholy trinity of Lay, Skilling and Fastow but there are moments when it does try hard to set their actions and contradictory impulses in a larger historical context.”

ABOUT THE FILMMAKERS

Alex Gibney, Director

An Emmy Award-winning writer, producer and director, Alex Gibney recently produced “Lightning in a Bottle” a film directed by Antoine Fuqua, which premiered in 2004 at the Berlin Film Festival and which was released by Sony Classics this October.  Gibney is executive producing “Exiles on Main Street,” a series of short films directed by Wayne Wang, Mira Nair, Sherman Alexie, among others. 

In 2003, Gibney served as the Series Producer for “The Blues,” an Emmy-nominated series of seven films in association with executive producer Martin Scorsese.  The directors for “The Blues” were: Charles Burnett, Clint Eastwood, Mike Figgis, Marc Levin, Richard Pearce, Martin Scorsese and Wim Wenders.  Gibney also produced “The Soul of a Man,” the film by Wim Wenders for that series (also an official selection at the Cannes Film Festival), and was awarded a Grammy for producing the 5-CD box set based on the series. 

His recent credits include the theatrical documentary for the BBC and First Run Features “The Trials of Henry  Kissinger” (Writer/Producer); “Jimi Hendrix and the Blues” (Director/Producer); the HBO documentary, “Soldiers in the Army of God,” (Senior Producer), about the radical fringe of the anti-abortion movement; “Speak Truth to Power”(Producer), a PBS special about human rights defenders starring Alec Baldwin, Sigourney Weaver, John Malkovich and Kevin Kline; “Brooklyn Babylon,”(Executive Producer) a feature film directed by Marc Levin and featuring the Grammy Award-winning, hip-hop group ‘The Roots’; “The Huntress” (Executive Producer)  a TV movie written by Bruno Heller (HBO’s “Rome”) and, subsequently, a TV series for the USA Network; “Sexual Century,” (writer, director, series producer), a six-part documentary series for ITV and the CBC; “The Fifties” (writer/director/producer), an 8-hour documentary mini-series based on the best-selling book by Pulitzer Prize-winning author David Halberstam; and “The Pacific Century” (writer/director/producer), a 10-hour documentary series that was honored with an Emmy, two Emmy nominations and the prestigious duPont-Columbia Award for Excellence in Broadcast Journalism.  His work has also appeared on the Emmy and Peabody Award-winning series, “ESPN’s Sports Century,” and the Emmy Award-winning series FRONTLINE, for PBS. Member of WGA and DGA.  A graduate of Yale University (B.A.), Gibney also attended the UCLA Graduate School of Film and Television. 

Peter Elkind, Author 
Dallas-based senior writer Peter Elkind uncovers high-stakes sagas in the business world and chronicles them for FORTUNE.  In addition to his longer feature articles, he writes short pieces for the First section. Recent stories include “The Feds Close in on Enron,” “Is There Anything Enron Didn’t Do?,” “Washington’s Tax-Cheat Fix Won’t Nix Terrorism,” “Where Mary Meeker Went Wrong,” and “The Hidden Face of Janus.”

Elkind joined FORTUNE in November 1997, after freelancing for the magazine for a year. From December 1991 to April 1996 he served as editor of the Dallas Observer. Under his stewardship, the newspaper won a Penney Missouri award from the University of Missouri for best weekly in the country. The paper was also a Pulitzer Prize finalist. 

Elkind was also on the staff of Texas Monthly for eight years. He won an Investigative Reporters and Editors award and a Texas Medical Association Award for his reports on a nurse accused of killing children under her care. He published the story in the highly acclaimed true-crime book, "Death Watch" (Viking, 1989). 

Elkind graduated with honors from Princeton University in 1980, with a major in public affairs. In addition, he served as editor-in-chief of the Daily Princetonian. 
Bethany McLean, Author

Senior writer Bethany McLean joined FORTUNE in July 1995, and covers a wide range of companies and industries. 

In 2001, McLean was one of the first reporters to raise questions about Enron. Her story, “Is Enron Overpriced?” appeared in the March 5, 2001 issue of FORTUNE, and she has shared her expertise on the subject in numerous appearances on national network and cable news shows.

McLean has also written about the credit rating agencies, Eli Lilly and the pharmaceutical industry, Winstar, Lucent, Internet car salesmen, and professional wrestling. 

In addition to her writing for the magazine, McLean contributes to the “Street Life” column at fortune.com. 

Before FORTUNE, McLean worked at the investment bank Goldman Sachs.  

She has a B.A. from Williams College. 

HDNet Films  

Magnolia Pictures

2929 Entertainment

HDNet Films’ mission is to finance and produce as many as eight films a year that will be shot on high definition digital video for budgets of up to $2 million.  The films are intended for theatrical release.  In addition to ENRON, the company is in post-production on “Over the Mountains,” a contemporary political drama written by Joseph Castelo, Ayad Stehle-Aktar and Tom Glynn.  Castelo directs with Kliot, Vicente and Glynn producing.  Stehle-Aktar stars.  The company is in pre-production on a number of films, including “Quid Pro Quo,” a dark comedy written and directed by Carlos Brooks and produced by Midge Sanford and Sarah Pillsbury.
Like HDNet Films, distributor Magnolia Pictures is a division of Todd Wagner and Mark Cuban’s 2929 Entertainment.  In addition to “Capturing the Friedmans” and “Control Room,” the company recently released the breakthrough drama “Woman, Thou Art Loosed” and will soon open “Ong-Bak: The Thai Warrior,” starring “the new Jackie Chan,” Tony Jaa. 

2929 Entertainment (2929entertainment.com), created by Todd Wagner and Mark Cuban, is an entertainment holding company that owns, 100% of Rysher Entertainment, Landmark Theaters, and Magnolia Pictures Distribution, and also holds an interest in Lions Gate Entertainment.  2929 Entertainment produces and finances movies through two production companies:  2929 Productions, which produces films in the $10 - $30 million budget range, and HDNet Films, which produces smaller-budget movies shot exclusively in high definition.  Wagner and Cuban are also partnered in HDNet and HDNet Movies, two general entertainment high-definition television networks that are available on most major cable and satellite providers.

Maryse Alberti, Director of Photography
Award-winning cinematographer Maryse Alberti has worked with some of the most respected independent voices in film today.  She has worked with directors such as Richard Linklater (“Tape”), Todd Solondz (“Happiness”) and Todd Haynes (“Poison” and “Velvet Goldmine”).  Her work on “Velvet Goldmine” earned her a 1999 Independent Spirit Award for Cinematography.    

Her most recent work includes John Currant’s “We Don’t Live Here Anymore” and Fox Searchlight’s “The Onion,” set to open in 2005.

Alberti has worked extensively in documentaries.  She has shot three films for Michael Apted: “Me & Isaac Newton,” “Moving The Mountain” and “Incident at Oglala.”  She also contributed work to the Academy Award® winning “When We Were Kings” for Leon Gast and “Paris Is Burning” for Jenny Livingston, which won a Grand Jury Prize at the Sundance Film Festival.  Alberti herself won the Best Cinematography Award at Sundance in 1990 for the documentary H-2 Worker and again in 1995 for Terry Zwigoff’s Crumb.

French-born, the New York-based cinematographer has also had her photographs displayed in shows in both New York and Los Angeles and has worked with artists Laurie Anderson and Pierre Huyghe. 

Alison Ellwood, Editor

Emmy Award-winning producer and editor, Alison Ellwood recently relocated to New York from Los Angeles to edit and produce “Enron: The Smartest Guys in the Room”. 

Prior to working on “Enron”, Ellwood was the supervising producer of “The Residents”, a 13-part series which aired on TLC in 2003/ 2004.    

Recent credits include, Emmy Award-winning “American High” (director/editor) PBS;  “The Travelers”  (producer/director/editor) MTV;  “Sixteen” (producer/director/editor) Oxygen;  “Influenza” (editor) PBS – American Experience;  “Prisoner’s of the War on Drugs” (editor) & “Gang Wars” (editor) for HBO – America Undercover;  “Brett Killed Mom” (co-producer/editor) HBO;  “Sexual Century” (co-director, episode 1) ITV/CBC.

Currently, Ellwood is completing her fourth screenplay and is in development on “PVB: NY” a comedy series.
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