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Hawaiian Telcom Reports Third Quarter 2008 Results

HONOLULU (Friday, November 14, 2008) -- Hawaiianld@m Communications, Inc. today reported financial
results for its third quarter 2008. Quarterly Hights for the Company include:

* Quarterly operating revenue of $112.3 million, téeg in Adjusted EBITDA (as defined herein) of $83
million. Loss from continuing operations was $3rhilion.

» Total high-speed Internet (HSI) subscribers inadds 95,000; total switched access lines ended the
quarter at 524,200.

 The Company reached a new three-year collectivgair@ng agreement with the International
Brotherhood of Electrical Workers (IBEW) Local Unid357, which was ratified on Octobét. 4

“We have begun a restructuring process in an effomake Hawaiian Telcom a stronger and more firadlyc
secure company as we continue to manage in thisragty challenging operating environment,” saiccEfeaman,
Hawaiian Telcom’s president and chief executivéceff “Our dedication to providing our customeiighwhe
highest quality service remains as strong as eveémae do not anticipate any disruptions to ouriserduring this
restructuring process.”

Third Quarter 2008 Results

Revenues

Third quarter consolidated operating revenue wd2 lmillion, 2.6 percent below that of the priaragter and 6.7
percent lower than that of the previous year'sttijuarter, the decline in both periods driven pgalty by the drop
in switched access lines.

Local services revenue was $48.2 million, downpke8ent from the prior quarter and down 7.7 peréremt the
previous year’s third quarter, primarily due to péfcent and 8.5 percent, respectively, quarter-quarter and
year-over-year declines in switched access lines.

Third quarter network access services revenue ®45$nillion, down 0.5 percent from the prior qearand down
1.3 percent from the previous year's third quaaterevenue losses from the decline in switchedsadoges was
partially offset by increases in point-to-pointatiit revenue.

Revenue from long distance services was $8.5 milliche third quarter, down 11.0 percent versesptior
quarter and 16.8 percent lower than the same parigdr ago. The decrease from the year-ago pedsdargely
due to the decline in switched access lines anéidawage. The decrease from the prior quartepviamrily
related to certain usage backbilling recorded engacond quarter.

In the third quarter, HSI revenue was $8.2 millidawn approximately 6 percent versus both the mri@rter and
the previous year’s third quarter. The revenuegabse was primarily driven by an overall reductionates as a
result of promotional pricing in response to cortpe&t pressures. HSI subscribers totaled 95,0@Beaend of the
third quarter, up 2.4 percent from a year ago.



Operating Expenses

Third quarter operating expenses, exclusive of@ation and amortization and non-recurring cos&se $79.3
million, flat versus the prior quarter and bettgrapproximately $1 million when compared with threyious year's
third quarter. Compared to the prior quarter,tthieel quarter included higher labor-related costs aesult of the
hiring of new senior executives and certain severawsts, as well as higher advertising expenserinection with
certain promotions. These increases were offseiapily by lower contracted services costs.

Loss from Continuing Operations / EBITDA Reconciligion

To supplement our consolidated financial statempregpared and presented in accordance with gepa@ikpted
accounting principles (GAAP), we use Adjusted EBA for debt compliance and management reporting qaep
as a non-GAAP financial measure. Adjusted EBITBAiINon-GAAP financial measure used by manageroent t
evaluate the effectiveness of the Company's opeyatrformance and to enhance the comparabilitydest
periods. Our use of Adjusted EBITDA may not be panable to similarly titted measures used by otlvenpanies
in the telecommunications industry. The preseomatif this financial information is not intendedide considered
in isolation or as a substitute for, or superigithe financial information prepared and preseimeztcordance with
GAAP.

Adjusted EBITDA from continuing operations for ttierd quarter 2008 was $33.0 million. Adjusted EBA was
determined as follows (dollars in thousands):

Three Months Ended Three Months Ended
September 30, 2008 September 30, 2007

Loss from continuing operations ($34,699) ($27,232)
Provision (credit) for income taxes (956) 700
Interest expense and other income and expense, net 22,171 20,831
Loss on interest rate swap (174) 0
Depreciation and amortization 39,429 38,804
EBITDA from continuing operations 25,771 33,103
Restructuring costs 1,138 0
Non-recurring costs 6,093 7,134
Adjusted EBITDA from continuing operations $33,002 40,237

For the three months ended September 30, 2008pssifrom continuing operations was the same asetloss.
Cash & Liquidity

At the end of the third quarter, the Company had $million in cash and cash equivalents compaoekirt..8
million at the end of the second quarter and $idillon a year ago. Capital expenditures were $18illion for
the third quarter and $59.0 million year to date.

The Company chose not to make the interest payndeiet®n November 1, 2008 and payable on Novem20G8B
with respect to its Senior Floating Rate Notes 2003, its 9.75% Senior Fixed Rate Notes due 20i3jta 12.5%
Senior Subordinated Notes due 2015. Instead, timep@ny is utilizing the 30-day grace period apjiedo the
missed interest payments to continue balance sbéseticturing discussions with its creditors inéhgdthe holders
of those notes. The aggregate amount of theseegitpayments was approximately $26 million.

For a discussion of the potential consequencestaiiaking such interest payments and further d&ons
regarding our debt obligations and negotiation$ witditors, please see our quarterly report omFd-Q for the
quarter ended September 30, 2008 (including thiossctitied “Outlook” and “Risk Factors”) filed i the
Securities and Exchange Commission and availahievat.sec.gov



Use of Non-GAAP Financial Measures

EBITDA is defined as net income plus interest exgeefmet of interest income), income taxes, andeadggion and
amortization. Adjusted EBITDA is EBITDA plus noeaurring costs not expected to occur regulariyan t
ordinary course of business. The Company belibe#s of these non-GAAP measures, Adjusted EBITD4 an
EBITDA, are meaningful performance measures foegtors because they are used by our Board and eraeat
to evaluate performance, enhance comparability @etwperiods and make operating decisions as wédr as
covenant compliance purposes under the seniortdemility. Our use of Adjusted EBITDA may not be
comparable to similarly titted measures used bgotompanies in the telecommunications industry.

Forward-Looking Statements

In addition to historical information, this releaseludes certain statements and predictions thastdute forward-
looking statements within the meaning of the Pe@écurities Litigation Reform Act of 1995. In peular, any
statement, projection or estimate that include®farences the words “believes”, “anticipates” témds”,
“expects”, or any similar expression falls withiretsafe harbor of forward-looking statements coethin the
Reform Act. Actual results or outcomes may diffeaterially from those indicated or suggested bysuch
forward-looking statement for a variety of reasansluding, but not limited to, Hawaiian Telcom'kility to
maintain its market position in communications gz, including wireless, wireline and Internetvézgs; general
economic trends affecting the purchase or suppbpofmunication services; world and national evéms may
affect the ability to provide services; changethmregulatory environment; any rulings, orderd@crees that may
be issued by any court or arbitrator; restrictisngosed under various credit facilities and debtriments; work
stoppages caused by labor disputes; adjustmeniigimgsrom year-end audit procedures; and Hawalialtom’s
ability to develop and launch new products andisesv More information on potential risks and utaieties is
available in recent filings with the Securities dxthange Commission, including Hawaiian Telconmaul
report on Form 10-K for the fiscal year ended Delgen81, 2007. The information contained in thigask is as of
September 30, 2008. It is anticipated that subsggents and developments will cause estimatekadnge.

About Hawaiian Telcom
Hawaiian Telcom is the state’s leading telecommativois provider, offering a wide spectrum of

telecommunications products and services, whicludeclocal and long distance service, high-spetstiet,
managed services, and wireless services.
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Hawaiian Telcom Communications, Inc.
Condensed Consolidated Statements of Operations
(Unaudited, dollars in thousands)

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007

Operating revenues $ 112,285 $ 120,408 $ 339,973 $ 367,275
Operating expenses:
Cost of services and sales (exclusive

of depreciation and amortization) 855, 48,274 129,018 2209
Selling, general and administrative 529, 39,031 127,399 B4
Settlement with BearingPoint - - - (45,681)
Restructuring 1,138 - 1,138 -
Depreciation and amortization 39,429 38,804 118,111 118,561
Total operating expenses 125,943 126,109 375,666 337,460
Operating income (loss) (13,658) (5,701) (35,693) 29,815
Other income (expense):
Interest expense (22,502) (20,912) (68,173) (62,017)
Loss on early extinguishment of debt - - (3,456) (7,780)
Gain (loss) on interest rate swap 74 1 - (393) -
Interest income and other 331 81 1,424 365
Total other expense (21,997) (20,831) (70,598) (69,432)
Loss from continuing operations before

provision (credit) for income taxes &55) (26,532) (106,291) &B9)
Provision (credit) for income taxes (956) 700 (956) 2,400
Loss from continuing operations (34,699) (27,232) (105,335) (42,017)
Income (loss) from discontinued operations, neagf - (2,299) - 49,434

Net income (|oss) $ (34,699) $ (29,531) $ (105,335) $ 7,417




Condensed Consolidated Balance Sheets
(Unaudited, dollars in thousands, except per sharand share information)

September 30, December 31,
2008 2007
Assets
Current assets
Cash and cash equivalents $ 77,749 $ 8,772
Segregated cash - 271,464
Receivables, net 57,766 65,392
Material and supplies 6,620 6,600
Prepaid expenses 5,673 3,343
Other current assets 5,697 4,890
Total current assets 153,505 360,461
Property, plant and equipment, net 756,346 794,051
Deferred financing and other assets 19,933 25,891
Intangible assets, net 422,807 457,437
Total assets $ 1,352,591 $ 1,637,840
Liabilities and Stockholder's Equity
Current liabilities
Accounts payable $ 39,639 $ 54,099
Accrued expenses 40,178 27,396
Income taxes payable - 300
Advance billings and customer deposits 16,485 15,496
Current maturities of long-term debt - 263,000
Other current liabilities 6,494 16,648
Total current liabilities 102,796 377,789
Long-term debt 1,074,500 989,700
Employee benefit obligations yirgy} 57,176
Other liabilities 12,597 11,695
Total liabilities 1,269,296 1,436,360
Commitments and contingencies
Stockholder's equity
Common stock, par value of $0.01 per share,01,00
shares authorized and issued - -
Additional paid-in capital 429,037 428,565
Accumulated other comprehensive loss (20,018) (6,696)
Accumulated deficit (325,724) (220,389)
Total stockholder's equity 83,295 201,480

Total liabilities and stockholder's equity $ 1,352,591 $ 1,637,840




Condensed Consolidated Statements of Cash Flows
(Unaudited, dollars in thousands)

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income (loss) to net
cash provided by operating activities
Depreciation and amortization
Deferred income taxes, net
Employee retirement benefits
Provision for uncollectibles
Write-down of software costs
Loss on early extinguishment of debt
Loss on interest rate swap
Changes in operating assets and liabilities:
Receivables
Material and supplies
Prepaid expenses and other current assets
Accounts payable and accrued expenses
Income taxes payable
Advance billings and customer deposits
Other current liabilities
Other, net

Net cash provided by operating activities

Cash flows from investing activities:
Capital expenditures
Transfer of segregated cash

Proceeds on sale of investments
Net cash provided by (used in) investing actisgitie

Cash flows from financing activities:
Proceeds from issuance of debt
Payment of settlement on swap
Repayment of debt

Debt issuance costs
Net cash used in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosure of cash flow information:

Interest paid, net of amounts capitalized
Income taxes paid

Nine Months Ended

September 30,
2008 2007
$ (105,335) % 7,417
8111 121,132
- (54,200)
0,981 3,917
7,034 8,472
- 18,593
3,456 7,780
393 -
592 15,609
(20) 2,126
(3,137) (2,090)
10,456 (38,722)
(1,150) -
989 (16)
(8,845) 1,815
2,647 5,012
36,172 96,845
(58,984) (69,950)
271,464 -
1,200 -
213,680 (69,950)
8(8B, 947,000
6713) -
(265,000) (961,150)
- (6,348)
(180,875) (20,498)
68,977 6,397
8,772 4,752
$ 77,749 3 11,149
$ 53,745 $ 73,241
1,150 1,350



