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<INTRODUCTION BY MIKE BROWN – AFTER BROWN’S INTRO, SHORT VIDEO PIECE – ‘STRAW WARS’ – PLAYS.  THEN RULEY COMES TO PODIUM>
Thanks Mike, and aloha, everyone.

I hope you took that little video in the spirit we intended.  Telecommunications and IT are serious business, but I think it’s important to have some fun at the same time.

Now, my daughter would probably disagree.  In fact, she wrote me a note this morning when I told her about this speech.  <pull note from pocket> Let’s see.  She wrote, “Daddy, don’t tell them any funny stories about me.  And you probably shouldn’t tell them how angry you get when your computer doesn’t work.”

So, I guess I should just stop right here!
<pause for laughter>

Seriously, I am very glad to have the opportunity to address this joint session, because the future of Hawaii is literally in the hands of the people in this room.

Telecommunications and information technology are like economic oxygen.  No community can thrive in today’s world without the essential tools that these industries provide.

The mainstays of Hawaii’s economy – tourism and the military – both rely heavily on telecommunications.  
And telecom will determine whether the state can diversify and create new economic pillars that will sustain Hawaii through the inevitable cycles that will affect tourism and military activity.
In recognition of that, my theme for this presentation is “The Road to the Future.”  

As a company, Hawaiian Telcom has traveled a long road in the islands – we have been part of the Kingdom, the republic, the territory and the state of Hawaii.  
One stage on this journey was our transition from an independent company to being part of multinational corporations – most recently as part of Verizon.

Verizon is a $70 billion company, with 214,000 employees and operations on multiple continents.  Hawaii represented less than 1 percent of their revenue. 
The priorities needed to run a company like that are different from the priorities that best serve Hawaii.

That’s why we believed it was important to restore this company to its roots as a Hawaii-based telecom provider.  The islands represent 100 percent of our revenue, so Hawaii gets 100 percent of our attention and investment.

When I think of the new road that this company is on, I can’t help but think about the station wagon our family had when I was growing up, back in Overland Park, Kansas.
Before SUVs and minivans came along, station wagons were the big thing in family transportation, so naturally we had to have one.  From a kid’s point of view, the best thing about station wagons was the rear seat – way in the back, facing backwards.
My brother, Steve, and sister, Deana, and I used to fight over who’d get to ride in the back.  As the oldest, I naturally got to choose first.  I loved it back there. 
It was roomy, the view was great – looking backwards meant you could see all the places you had been.  But there was one problem with looking backwards.  

It made me throw up.

And I still get queasy being around people who are constantly looking back.  They say, “This is the way we’ve always done it.  The status quo is how it’s ‘supposed’ to be.”

This brings to mind a very basic question that we all must face:  When it comes to the future of telecommunications in Hawaii, are we – as industry leaders -- fixated on the past, always looking out that rear window?
Or, are we looking forward, navigating to a better future?

I can tell you that when it comes to these islands, Hawaiian Telcom is looking forward, driving to a new future for telecommunications in Hawaii.

But what about you?  When it comes to Hawaiian Telcom, “are you looking forward or backwards?”

The backwards view -- the old habit that dies hard -- is to look at Hawaiian Telcom as another name for the same old monopoly.  But that’s an obsolete point of view.

The recent “straw wars” TV ads show that broadband is a hotly contested market in Hawaii.
Time Warner’s advertising and marketing budget is probably several times larger than our entire revenue stream, so we know we’re in for the battle of broadband.

And our core landline voice business has vigorous competition -- whether it’s cell phones or emerging VoIP services.

The new management at Hawaiian Telcom felt that this environment was an opportunity to take a new approach to the business -- an approach of rebuilding this company to better serve our customers.
In the six months since our business separation from Verizon, we’ve made significant progress.

For example, we’ve reversed years of offshoring and are bringing good jobs back home.  We’ve created full-service departments for IT … human resources … Finance … and marketing – doing work here that previously happened on the mainland.

We’ve already created around 200 new jobs, and we still have openings for skilled people.

We’ve launched a brand new cellular company, which has been quite successful building up a customer base from scratch.

We have a new long-distance operation, and a new unlimited long distance feature, Call MoreSM.

We’re also creating a new ISP business for Internet access.   We’ve entered the web-streaming business, partnering with K5 to bring UH sports to the world over the Internet.

And we’ve launched a small business sales group, which goes out on the street to serve small business customers.
I doubt that anyone here can remember the last time the phone company knocked on small business doors – but now we’re reaching out.

More broadly, at a time when multinational carriers are retrenching and consolidating, we’re spending more than $100 million on new backoffice systems. 

Instead of the old patchwork of systems – some dating back 20 years – our new systems will be much more efficient and far more flexible.  When complete, it will be a technology platform that is unique in the national industry.

We are temporarily using Verizon’s systems for billing, order entry, service fulfillment, network monitoring and other backoffice work.  And this dependence on Verizon has limited what we’re able to do in the short-term.

We’re very much looking forward to early next year when our separation from Verizon is complete, and we can start rolling out new services and packages that are designed for Hawaii.

These new customer capabilities will mark a return to the spirit of innovation that characterized Hawaiian Telcom’s early years.  If there ever is a time to look backwards, maybe it is to ensure that we don’t throw away certain traditions and loyalties that make us uniquely Hawaiian.
There was a time when this company quickly embraced innovative technology in order to connect the people of these islands with each other and to the world.  
 

In 1910, Honolulu became one of the first cities in the country to get dial telephone service.  

In 1931, we launched one of the world’s first commercial applications of UHF to provide inter-island radiotelephone service.  The first service to the mainland began a few weeks later.  

And in the 1970s, we had some of the world’s first fiber-optic installations.

With Hawaiian Telcom’s new management team -- and our renewed focus on Hawaii -- we once again will use innovative technology to connect people.  Only this time, it’s not just about voice communications – this time we’ll be connecting people with information and entertainment.

To serve customers, and to best serve the mutual interests of Hawaii’s telecom and IT industries, we need a new attitude of dialogue and working together.  
Trying to force issues is counterproductive, as my daughter so clearly taught me when she was about four years old.  
She kept standing up in her high chair, and my wife kept telling her to ‘sit down.’  She kept telling her mother ‘no,’ until I intervened. 
 I simply plopped her into her seat, and said, “There!  Now you’re sitting!” to which she sweetly replied, “Daddy!  I may be sitting on the outside, but I’m standing up on the inside.”
<laughter>

Let’s not try to make anyone do what they don’t want to do.   That applies to customers, vendors, and even friendly competitors.  We cannot “make” anyone do anything.
Our objective at Hawaiian Telcom, then, is simply to expand the possibilities for customers so people have more choices and control.  
We’ve already begun testing a service that helps customers get more out of their existing cell phone, Internet connection and landline.

I want to look at this more closely, but I want to bring out some guests to help with that discussion.  It’s a good chance for you to get to meet some of the people who are building this new road for Hawaii’s future.

First, -- Dave Torline, Hawaiian Telcom’s CIO.  He’s responsible for overall IT strategy and direction, and has 33 years of IT experience with Cincinnati Bell and Broadwing.

  Dave, come on up.
<Mike moves over to chairs >

TAKE NEXT 6 PAGES TO CHAIR (pp 16-21)
<Mike and Dave sit>

Mike: Give us some insight about the effort you’re leading at Hawaiian Telcom

DAVE (3-4 minutes): 

· $100M project to install new IT infrastructure – replace vast majority of old patchworked legacy systems.

· Create new platform designed for 21st Century.

· Multiple national, international partners – some of best-known companies in IT business

· When all said and done, stand up 80-plus new systems:  billing, order entry, payroll, etc.

· Result is probably most flexible and efficient IT platform for any incumbent carrier in the country.

· Like to highlight the NOC – preventive maintenance, local network  management

Mike:  What about local hiring and Hawaii’s IT job market?

DAVE (1 minute):

· Very happy with talent we’ve been able to find, just not enough of it.

· So, hired locally when could, brought in from outside when necessary.

· As for future, want to work with universities and schools on developing IT talent.

· See HT as helping create critical mass for IT market in HI – good for us, good for state

Mike:  So very busy times, with big plans for future capabilities!

DAVE:

· Busy times, but really the chance of a lifetime to rebuild this company and make sure it has the capabilities to best serve Hawaii.

<DAVE LEAVES>

Mike:  Beyond a new IT platform, we’ve also been hard at work deploying a new Internet for Hawaii…from new backbone facilities to our plans to replace Verizon Online with a more robust, customer-friendly experience.

I’d like to ask Mike Fry, senior product manager, to come tell us a little about that.
<Mike Fry comes up and sits>
Mike Ruley:  Hi Mike.  Now, one thing we discovered was that the Internet backbone facilities we inherited were really operating at peak capacity.  Why don’t you give the audience some details about how we responded.

** Mike Fry:  Congested, had planned to migrate broadband customers to new network – managed by Hawaiian Telcom -- early next year.  Given our concerns over service quality, accelerated those plans, and completed bulk of this $8 million project by late October – one of the first major cutovers off Verizon’s legacy.  Most immediate impact for customers was far more reliable service.   Now in process of adding capacity so we can boost the connection speeds.

Cutover was transparent to most customers.  But had large number of biz customers with their own IP addresses – static IP customers, as well call them – and the cutover  did require action on their part.  Sent 2 letters, called multiple times by phone.  Most significantly, paid for third-party tech support  – $800,000 worth – to go to customer site and assist with changes.  This is a big switch from the old days.  The old  process was to send out a letter and cut customers off if they didn’t make the switch.  We want to be a better kind of company.

MIKE RULEY TO MIKE FRY:
Tell us about the plans for Hawaiian Telcom Online.

** MIKE FRY:  Gosh, Mike, I keep telling you this is proprietary information!  But Hawaiian Telcom Online is being designed to improve the Internet experience for customers.  Believe plans and capabilities we’re developing are appropriate for Hawaii – delivering what people want in Internet service and helping them stay better connected with family, friends and work.  
MIKE RULEY:  Thanks Mike.  Appreciate your work on this.

<MIKE FRY LEAVES>


MIKE RULEY:  Next, we’re going to get a glimpse at the converged services I was talking about earlier.

Let me bring up Glen Sato, technical manager for Hawaiian Telcom wireless.
<GLEN COMES TO STAGE AND SITS>
MIKE:  Glen is going to tell us about Call Choice, Hawaiian Telcom’s initial effort to integrate landline, wireless and desktop services into a seamless tool that helps people better manage their communications.

The service runs over VoIP – and we’re looking at IP as more than a transport mechanism.  We see it as a platform for applications that add value and content on top of the call.

Glen, what do you have for us?

** GLEN:  Thanks Mike.  As you indicated, Call Choice will give wireless subscribers greater control over their minutes and greater flexibility in how they use their cell phone.  It can be especially useful to enterprise customers, providing fixed-mobile convergence without the need to buy extra hardware. 

Even more significantly, it begins the integration of landline and wireless phones to create one seamless tool that offers unprecedented call control and a rich application set..  Our technology partner in this is Call Wave, a leader in telecom innovation and the development of VoIP-enhanced services.

The first generation of Call Choice in Hawaii will provide three distinctive features:

· Call Preview gives you the ability to listen to voice messages in real-time, as they are being left on your cell phone.  You can actually hear what somebody wants before accepting their call.

· Call Transfer lets you transfer a call from your cell phone directly to your landline without hanging up on the call, enabling you to continue the conversation on the device that’s most convenient for you.  

· And the Follow Me Home feature gives you the ability to transfer all your cell-phone calls to your landline.  This means that if you’re at home, you can answer cell phone calls on your landline rather than using up your wireless minutes.  If your cell phone’s turned off or you’re out of a coverage area, those incoming calls are automatically forwarded to your landline phone so you don’t miss any important calls.

You can also manage incoming calls from your PC desktop using the online software tool that comes with the Call Choice package. On your computer screen, you can see an incoming call and either transfer it to your landline or your cell phone with a simple click of the mouse, or just screen the call and respond to it later. 

We have a FLASH demonstration that gives you a sense of this service in action.

<RUN FLASH DEMO> 

MIKE:  How about showing us how it works in the real world.

** GLEN:  RUNS THROUGH CALL TRANSFER DEMO.

MIKE:  Thanks, Glen.  Nice work.

I have one last guest, Ron Montgomery who is vice president and general manager for directories publishing and our Internet Yellow Pages.

Ron…

<RON COMES UP ON STAGE>
MIKE:  Usually people think of Yellow Pages as being fairly separated from the phone company.  But you’ve been working on services that are an extension of Hawaiian Telcom’s vision of total connections.

** RON:  We’ve developed some interesting and exciting applications to connect people and businesses in new ways.  

LIVE INTERNET (SLIDE AS BACKUP):  Internet tool bar

LIVE INTERNET (SLIDE AS BACKUP):  Talk for Free demo

DISCUSSION POINTS (no slide or demo):  

· Directories loaded on LAN, available to every client.  Efficiency and convenience, recycling aspect

· Ultimate vision is directory as database – new level of connections

MIKE:  Thanks, Ron 

<Mike returns to podium >
These are just a few of the people rebuilding Hawaiian Telcom from the ground up. 
It’s a great team, and lots of them are here in the audience – many familiar faces of longtime locals as well as new people – all with a great vision for Hawaii. 
I can tell you that all of us are looking forward, with the goal of creating new capabilities and opening new doors of opportunity for our customers.

<PAUSE>

Before I close, I do want to look briefly at the future of telecom competition in Hawaii – particularly for broadband Internet access services.

Until recently, the FCC forced incumbent local carriers such as Hawaiian Telcom to provide landline broadband Internet access service under regulated pricing.

Interestingly, cable companies have not had these requirements.  That’s why you cannot get any Hawaii-based ISPs on Time Warner’s cable modem service – unless you pay for the cable connection and than pay separately for a third-party ISP.

But recently, the FCC changed the rules.  Rather than saying cable companies must open their networks, they said local exchange carriers are no longer required to provide this service, such as DSL, to third-party ISPs.  
There is a one-year period where we do have to serve existing customers at current locations.  But after that, the requirements end.

The FCC’s decision has made many ISPs nervous.  But today I want to make it very clear that –in contrast to the cable giants -- Hawaiian Telcom is committed to open access at fair prices.   

When you come right down to it, this commitment will be the primary source of broad competitive choice in this state.  Given the closed-door policies of the cable industry, Hawaiian Telcom offers a different path.  
And we have a window of opportunity here to work with each of you in more cooperative and productive ways.

The creation of Hawaiian Telcom is just the first stage of a long journey to serve Hawaii.  We realize that communities are built on communication.


And to serve our communities better, we look forward to strong communications with each of you in the future.

<Hold up FLASH drive>

To help you remember this commitment, we have a gift today for you at your tables.  It’s a pocket USB flash drive with 128 megabits of storage, and you can use it to take your data with you anywhere you go.  
But I want you to know that Hawaiian Telcom’s objective is to make this device obsolete.  We’re working towards the day when you won’t need something like this, because you will have networked access to all of your information and entertainment, wherever you might go.

<PAUSE>

The future will keep coming whether this state is ready or not.  We look forward to working with you to keep this state on the right road, moving in the right direction to ensure long-term success for Hawaii.

And this word of warning … if we don’t look forward, I’m likely to throw up!
<laughter>

Thanks for your kind attention.  If we have time, I’d be glad to take your questions.
# # #
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