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HONCAD'’s serendipitous journey into Square USA’s circle of vendors, and then
its efforts to remake itself offer valuable lessons for any company By Davip K. CHoo
Sometimes Richard Lewis has a

problem with people returning his
phone calls. The

executive officer

it about wuhunw
plex things as enterprise stor o0
systems or converge

However, when he makes a follow-up

call and leaves a me:
mail will often go unre
“I think they are a little confused
by our company’s name,” says Lewis.
Some clients must wonder, ‘Why is
someone from a CAD [computer-
mnluld. sign] company leaving a
ssage for me?” Our CAD work com-
Inmmnl\ about 7 percent or 8 per-

cent of our business today, but it's 50
percent of our name.

ident and
‘chnology officer, took a few
ar up some of the confu-
nizing and rebranding their
company by bre
rate divisions. DV Media I




FOLLOWING THE FANTASY: When Square USA came to town, HONCAD's Jim Hogarty

(left) and Richard Lewis adapted their company to service the animation ghaﬂt s high-tech

studio. When Square left the Islands, the partners were forced to evolve

eir business.

vides professional editing and anima-
tion solutions for the film, video and
computer game industries. CORE
awaii, the enterprise com-
puting division, designs, implements
and supports the latest storage, net-
working and server technology. Finally,
I!O\(“\I) will continue to be the

pé AD division, providing
computer-aided design, training, soft-
ware, hardware and consulting.

“We felt it was important th)rc—
sent ourselves to the public as what we
really are and not what we were when
we started this company, Lewis.

“But also, as, our general manager
. ‘How do you go about renaming
your 14-year-old daughter?”

And how that daughter has grown.
Started as an AutoCAD services compa-

appointment. After repeated attempts to

keep the ultra-high-tech studio alive,

Square officials in Japan decided to close

up shop and stick to what they knew

video games. In 2002, HONCAD's
5

a very expensive
aff. When we realized that Square
wasn't going to get another project, we
had to downsize seven positions imme-
diately. We also had to reorient our
focus to the local marketplace—banks,
hospitals, insurance companie
schools—all people we didn’t know.
because we lm(lLu-n\\ml\mgwnh
Squar
These sh(ml(l be dark (Lm for
HONCAD. However, the nimble com-
pany with a knack for identifying and

lousy. The Japanese bubble economy
had just popped and plans for new
resort deve e‘upmeut\ were nonexistent.
In addition, AutoCAD is a high-end
business and there were already three
dealers in town. However, one of those
dealers, which represented the highly
regarded graphics computer maker
Silicon (;mpllm Inc., had recently
gone out of business. HONCAD got
the dealership, but also got an unex-
pected bonus: access to powerful, cut-
ting-edge technology.
“We initially wanted to represent

s0 we could become an AutoCAD
1ys Hogarty. “But it turned
out that SGI had real-time, 3-D, high-
performance computing technology
that we could get our hands on. It was
a fantastic product line.”

ny in 1989 with four employees, who
brought in $30,000 in revenue, HON-
CAD now boasts a staff of 24 and pro-

Tts current client list includes some of
the largest, most technologically

HON"»

CAD

advanced and data-hungry ¢

in the state: the Maui High Performance

Computing Center, STI, Navatek
Hawaii Pacific Health and COM-
umong many others.
One of the reasons Lewis and
Hogarty have a branding problem is
that for five years (from 1997 to 2001),

- &

client: Square USA, the Honolulu-
based, movie-making division of
e video gume gant Square C
s one-stop
shop for G computing, storage
equipment and support as its anima-
tors were painstakingly putting togeth-
erits first feature- longh film, Final
Fantasy: The Spirits Within.

“The frst purchase order that
wrote up for Squa 5 mil-
lion,” says Lewis. “That was m,n..l to
our total gross sales from a year before.
We had nine people working for us at
the time; within a couple of years we
would grow to 34.”

In 1997, at the very height of the
construction of Squa downtown s
dio, HONCAD did $12 million in busi-
ness. For the next four years, the compa-
ny would average $10 million in gross

sales. In the summer of 2001, Final
Fantasy was released. While it was a
technological marvel, the film, about a
world terrorized by ¢ ghostly alien cre:
tures, was a critical and commercial di

percent of their sales were from one

l

media
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utilizing emerging technologies has
been able to evolve, adapt and eventu-
ally grow. HONCAD's serendipitous
journey into Square’s circle of vendors
and its subsequent efforts to remake
itself offer lessons for any company.

Follow the Technolo

HONCAD was founded in 1989 as
a modest computer-aided design ser-
vice company. Lewis, an architect, who
had dabbled in computer modeling dur-
ing his school years at North C; Sarolina
ate, did modeling drafting and train-
. a technology wiz-kid,
operated a sister company, which sold
CAD systems and computers to archi-
tects and engineers. He would funnel
clients who needed help learning the
technology to Lewis, who would train
them or do the work himself.

The following year, Hogarty con-
vinced his partner to give up architec-
ture altogether and transform HC
CAD into a full AutoCAD dealer. In
retrospect, the pair’s timing seemed

Even though in 1991 there was vir-
tually no market for the advanced com-
puter system and its various applica-
tions (there were only three SGI sys-

n the state), the partners

aced the new toanulng\. becom-
ing SGI's first repair center in the
Islands. In addition, they eventually
became the reseller of all 3-D anim
tion software packages. For two years,
HONCAD s vid few SGI systems.
However, business picked up when
The Maui High Performance
Computing Center was built in 1995,
and then again as the price of the tech-
nology came down. Then in 1996,
Square announced that it was going to
build a huge animation studio in
Honolulu. HONCAD, with its multiple
product lines and expertise, was in per-
fect position. By that year, the compa-
ny's name had already grown obsolete.
Only 10 percent of the company’s busi-
ness was CAD related.

“We aren’t a company that is top-
line focused to only increase sales,”




CORE BUSINESS: CORE Systems Havia storage,
ness today. (left)-Jim Hogarty checks on Patrick Orte
neer, Hogarty, Scott Reynolds, CTO, Richard Lewis,

g and server

EO, and Bill Clisham review

mprises 85 percent of HONCAD's busi-
a, systems engineer, CORE Systems Hawail. (right): Ed Valdez, system engi-
ORE issues

says Lewis. “We have a long-term
vision. We chose to follow the technol-
ogy, even though it took us outside of
our core business. We knew that 3-D
rendering was a growing field and it
was where we had to be, even though a
market didn’t really exist.”

Investing in technology without a
ket? It sounds like a lopsided
for disaster. However, HON-
first business plan is
it may sound.
“assistant vice
president at City Banks’ Smal
Business Investment Corp, who worl
with many high-tech small busine
the pursuit of technology for its own
sake may be foolhardy. However, if
those acquisitions are made with an
eye toward serving your current cus-
tomers—whether they realize the need
for the l((hn()hy]'} at the time or not—
then the strategy is no different than a
conventional business plan
‘echnology is just the tool that
businesses need,” says Young. “If the
client demands the latest tools, then
you have to follow the technology.”

“The choice to pursue 3-D and
high-end visualization was definitely
calculated,” says Hogarty. “When we

¢ nl()]()f_f_\.\\'('Kn to
anticipate what is going to make sense
for us and our customer base.”

Be a Maniac About
Customer Service

When Lewis and Hogarty decided
that they would become an AutoCAD
dealer in 1990, they made the commit-
ment to be a full-service shop for their
Because of the
D technology
and Hawaii’s isolation from Mainland
suppliers, the partners knew that a

company which offered superior cus-
tomer support would be a valued play-
er in an emerging market.

“We strove to have the highes!
of technological expertise in the absence
of most manufacturers in Hawaii,” says
Hogarty. Rather than just process orders
for our systems, we took full responsibil-
ity to install them, train people to use
them and fix them if they break.”

Not only did the company sell and
service the technology, it also was a
heavy user of it. In 1995, with one
hand on the computer mouse and the
other holding an instruction manual,
Hogarty produced the state’s first com-
puter-animated commercial, a televi-
sion ad for Aloha Airlines’ and F
Hawaiian Bank’s Visa card

When Square came to town, the
company’s maniacal devotion to cus-
cached new levels. The
company was looking
tor, who could speak
se their subcon

level

for an integ)
English, ma
and take ¢
Besides b
tomers, Square w
user of Alias animation \()Ihmn
er product carried by HONCA
“It was a perfc
Lewis. “But :Ilw people at Square were
looking for something more than a
supplier who would service them.
Japanese companies do business a little
differently than American businesses.
You are either with them, or you are
against them. And you don’t want to be
against them.”

Square kept HONCAD busy. When
Lewis and Hogarty weren’t writing up
purchase orders, they were deploying
technology as fast as they could wheel it
into Square’s studio high atop
Honolulu’s Harbor Court. When there
was a problem with the machines, a

HONC. /\I)t&'(|||n(mn\\ul|ld be there

w up at their door with a
solution. “Faster than pizza,” they said

HONCAD's service was so successful
that SC y closed a service office
it had opened specifically to support the
studio. HONCAD technicians became
the de facto IT staff for Square.

Flexible

hen they started HONCAD in
1989, Lewis was all of 23. Hogarty was
the old man of the company at 24.
Fu»n though |Iu state’ 'nuumm\ was

Sta*

it to 100 pl'l'('(‘l\(. Hnlil Lewis
and Hogarty began working with
Square, after which revenues really
took off. When the plug was pulled on
the movie studio, the partners had no
experience with a failing business and
quickly righting it.

“We kept our business geared for
Square longer than we should have.
We were hoping that they would get
another project,” says Lewis of the
yearlong pe ml in which the studio
was in limbo. ris a long time
with the p.nmll that we had.”

When the parent company
announced plans to close the studio,
Lewis and Hogarty sliced their staff
nearly in half. Luckily, with an eye on
the future, the partners began to pur-
sue government contracts. Through
thon work with Squ.uc HONC. r\l) had
become a dealer in high-performance
storage technology. le} had helped
build Square’s massive data center,
which could hold 16 terrabytes of infor-
mation, a facility that was four times
company officials’ earlier estimates. At




the time, few could have envisioned the
uses for such technology outside the
memory-hungry animation business.
However, several years later, Lewis and
Hogarty realized that the technology
seemed suitable for conventional busi-
nesses with reams of data

“We had never gone out and sold
these solutions to banks, hospitals,
schools and insurance companies. We
never approached them, because we
were occupied with Square and its
needs,” says Lewis. “Now, they are all
using the technology that Square had
four or five years ago.

“It's devastating for any business to
essentially lose half its revenue
Robin Kaneshire -anch manag
Hawaii National Bank’s Bishop bra i
and HONCAD's banker. “When you do
business in an area where things change
, you've got to be flexible in
ent ways. But when you
come right down to it, business will
always be business. You mitigate risk
with management skills and expertise.”

Today, HONCAD’s CORE Systems
Hawaii, the enterprise computing and
storage division, accounts for 85 per-
cent of the company’s business and will
provide the bulk of its revenues for the
foreseeable future. After only a year
revenues are back at the levels they
were during the Square years, and the
company has a smaller staff .... for now.
Interprise storage and technical
computing will be a major part of our
future,” says Lewis. “But you never
know what can happen. Square just
showed up on our doorstep, and we
adapted. It left and we evolved.”
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It was a case of making the best
out of a bad situation.

Aftter Square USA closed down
its massive Honolulu animation stu-
dio, HONCAD was tasked with lig-
uidating the company’s consider-
able computer assets. During the
slow and sometimes painful
process, HONCAD co-founders
Richard Lewis and Jim Hogarty
realized that Square’s most ¢ val-
able property among the detritus
wasn't one of the super compute
that the partners had sold
to the company just a few
years before, but a soft-
ware package developed
by Square’s own techni-
cians. Known as a render
farm management system
or “glue,” the infrastruc-
ture software managed
and gathered the work of
Square’s nearly 200 animators.

In the absence of an industry
standard for this type of software,
most animation studios choose to
build their own, cobbling things
together. Since the scale and scope of
Square’s animation effort with Final
Fantasy: The Spirits Within, was and
continues to be unprecedented, their
glue software was super.

“I got to be good f

g iends with
Troy Brook, Square’s production
systems supervisor, who de wl()p\'d
the software,” says Lewis.
were pushing around cart flled
with computer equipment to the
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very end. We got to talking, and
realized that they were just going to
turn off this incredible software. We
couldn’t let it die.
After several months of negotia-
tions, Lewis, Hogarty, Brook and
former Square lead programmer
Anthony Higa, purchased the intel-
lectual property from Square and
commercialized the software, nam-
ing it Pipelinefx. In January of this
year, Sprite Entertainment, an ani-
mation company mainly comprised

Pipeline "

of former Square employees, pur-
chased a license for the softwar
Shortly thereafter the partners
igned up video game manufactur-
ers Electronic Arts and Lucas Art
Entertainment. Lewis estimates that
Pipelinefx’s sales will top $500,000
for 2003, quite a sum for softy
“Our current plan is lnl\]).ul(]
beyond the entertainment and game
industries and into the automotive
and aerospace sectors, big users of
3-D animation,” says Lewi
“However, we don’t want to get
ahead of ourselves. The game indus-
try is huge and largely untapped.”
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