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RESTATEMENT
Overview

As discussed in Note 1 of the Notes to the Conatdidl Financials Statements, USA Mobility, Inc. (‘AJS
Mobility”, “the Company” or “we”) is filing this amlandment to its Annual Report on Form 10-K/A for ylear
ended December 31, 2004. The purpose of this anddilohg is to restate the 2002, 2003 and 2004rfaial
statements and the respective interim quarterlpgdeifor 2003 and 2004 to reflect certain adjustimelescribed
below. In connection with the described restatepntliet Company has concluded that material weakaésgthe
Company’s internal control over financial reportiexjst as of December 31, 2004.

The determination to restate these consolidatethfiial statements and other financial informati@swade &
a result of management’s assessment of accountiog é discovered during the preparation of th@2financial
statements. The Company’s assessment of certaitifidd accounting errors resulted in the followiadjustments
to previously reported periods:

1. Asset retirement obligations were incorrectlicatated in 2002, 2003 and 2004The Company
adopted the provisions of Statement of Financialodmting Standards (“SFAS”) No. 148¢counting for Asse
Retirement Obligation6'SFAS No. 143") in 2002. The Company did not rettre initial asset retirement
obligation and related asset retirement cost upoergence from bankruptcy; therefore, the Company
understated subsequent accretion expense relatied &sset retirement obligation and depreciatiqreese of
the asset retirement cost in 2002. In additior2d62, 2003 and 2004 the Company did not correcttytbe fair
value of costs to deconstruct transmitters to dater the fair value of the asset retirement obiaatwhich
understated reported liabilities and assets. Thapamy’s expected timing of cash flows of the traittem
deconstructions have also been revised to coineittetheir depreciable lives that were estimatedrdythe
applicable time period.

Accordingly, the restated financial statementsfd3azember 31, 2002 include increases of $9.3 onilin
property and equipment, at cost, $4.6 million inlanulated depreciation, $6.3 million in depreciatio
amortization and accretion expense, $2.9 millionurrent liabilities and $5.4 million in long-termbilities,
and a decrease of $2.7 million in service, remdl maintenance expense. The restated financiahsémits for
2003 include a decrease of $2.2 million in propartg equipment, at cost, increases of $0.2 million
accumulated depreciation, $2.8 million in deprécigtamortization and accretion expense, decrezfses
$2.2 million in current liabilities, $0.05 milliom long-term liabilities, and $2.5 million in secé, rental and
maintenance expense. The restated financial staterfee 2004 include a decrease of $0.05 millioproperty
and equipment, at cost, increases of $0.9 millibadcumulated depreciation, $2.7 million in dep#aon,
amortization and accretion expense, $0.2 millioourrent liabilities, $1.1 million in long-term kéities, and a
decrease of $0.5 million in service, rental andmeaiance expense. During the first, second and tjuarters
of 2004 accumulated depreciation increased bytkess $0.2 million in each quarter. Current liakekt
decreased by less than $0.1 million in each ofitee second and third quarters of 2004. Long-téafilities
increased by $0.4 million in each of the first,@®t and third quarters of 2004. Depreciation, ainatibn and
accretion expense increased by $0.6 million in edche first, second and third quarters of 2004levbervice,
rental and maintenance expense decreased by $lidnnm the first quarter of 2004 and decreased by
$0.2 million in each of the second and third quarté 2004.

2. Certain adjustments to the value of the deferredaigset for 2003 and 2004 were not calculated
appropriately. In 2003, the deferred tax asset attributablegtesncome tax net operating losses (“NOLSs”")
was overstated due to the misapplication, for asting purposes, of state laws which govern thaza@bn of
NOLs. Previously, the Company valued its 2003 stateme tax NOLs based on an erroneous state intame
rate and a single NOL utilization rule rather tleman evaluation of each applicable jurisdictioa® and
rules. The Company also determined that its 2008l tax asset for certain fixed assets and gilbdes was
misstated due to errors in the accounting for @sidand in the application of a federal limitatidhe federal
limitation may restrict certain tax depreciatiordaamortization deductions for a limited time. Aatiogly, the
restated financial statements include a net $11llmdecrease in deferred tax assets and additipaid-in
capital as of December 31, 2003.
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In addition to the impact of the matters describdve, in 2004, an erroneous calculation was used t
determine the applicable state income tax rate tesedlue deferred tax assets. The 2004 calculafidhmot
properly consider the Company’s state income tgpognment. Accordingly, the restated financialtetnents
include a $19.6 million decrease in deferred taetsand a $7.5 million increase to income tax espdor the
year ended December 31, 2004. In addition, thsr émpacted the value attributed to acquired asestgting
in an increase of $1.7 million to goodwill in 2004.

3. Certain state and local transactional taxes werénecorded in the appropriate periodsThe
Company’s process for identifying and recordingestand local transactional taxes failed to recogiz
$2.8 million liability for certain transactionalxes imposed by certain jurisdictions in which thentpany
operates. These errors were initially noted andgeized by the Company in the second and thirdtgrsaof
2005 through recognition of additional expense. Eesv, during the preparation of the Company’s 2005
financial statements, the Company determined thstaippropriate to restate previous years’ finainci
statements because only $0.6 million of the liapilelates to 2005 and the remaining $2.2 milliaasvincurred
in prior years. To correct these errors, the redtéihancial statements reflect the recognitiothee expenses
in the appropriate accounting periods. Accordingig, restated financial statements include a $@lBbm
$0.8 million and $0.7 million increase in genenatladministrative expense in 2002, 2003 and 2004,
respectively, and a $2.2 million decrease in gdrsrd administrative expense in 2005. In addittbig error
impacted the value attributed to acquired asssetdtieg in an increase of $0.2 million to goodviill2004.

4. Adjustments were required to assets and liabiliieguired as part of the November 2004 acquisitit
Metrocall. As a result of a failure to accurately and corgdjeapply cash receipts at Metrocall, the Company
incorrectly allocated the purchase price consid@mnab other accounts receivable recorded in tetohical
Metrocall financial statements. This error resuitedn overstatement of other accounts receivable o
$0.7 million at December 31, 2004. Accordingly, thetated financial statements include a decreaaedount
receivable of $0.7 million with a correspondingregse to goodwill at December 31, 2004.

5. Depreciation expense was incorrectly calculated003 and 2004. Depreciation expense did not
accurately reflect the expected economic usageeo€ompany’s paging network infrastructure asgdts.
Company previously established an overall depréeilifie of 60 months for its paging infrastructumed
accelerated depreciation on specified asset gron2803, the depreciation expense related to icesteecified
asset groups that were removed from service waproperly calculated.

Accordingly, the restated financial statements2@d3 include an increase in depreciation, amoitinat
and accretion expense and accumulated deprecit®né million. The restated financial statemdots2004
reflect a $9.9 million decrease in depreciationpgipation and accretion expense and accumulated
depreciation. The interim quarterly financial stagats for the first, second and third quartersGff®reflect a
decrease in depreciation, amortization and aceretqpense and accumulated depreciation of $0.omill
$3.5 million and $1.2 million, respectively.

6. Employee severance was not recorded during 20D4ring 2004 certain Arch key executives were
terminated, triggering potential future paymenseverance benefits. The Company did not appropyriaterue
the fair value of certain one-time future terminatbenefits due to those executives, resultingiin a
understatement of severance expense and accrbéiidia for the quarter and year ended Decembe804
of $0.9 million. Accordingly, the restated financiatements include an increase in accrued ltadsland
severance expense in the fourth quarter of 2060 & million.

7. Other income was not recorded properlfthe Company determined that a correction of itsomity
interest in GTES LLC, a consolidated subsidiarygioally recorded in the first quarter of 2005, altbbe
recorded in the fourth quarter of 2004. Accordinghe restated financial statements include areas® to othe
income by $0.2 million and a decrease to otherimmm liabilities by $0.2 million in the fourth quar of 2004
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Effects of Restatements

Summary of Adjustments to
Operating Income, Net Income, and Earnings per Shar

Seven Month

Ended
Year Ended
December 31 December 31
2002 2003 2004
(In thousands except share amounts)
Operating incom— as previously reporte $ 2532t $46,11F $29,04¢
Increase (decrease) due to change
Service, rental and maintenance expe 2,68¢ 2,54¢ 504
General and administrative expel (53€) (781) (747)
Depreciation, amortization and accret (6,317 (10,42) 7,161
Severance and restructuri — — (85€)
Operating incom— as restate: $ 21,157 $37,46: $35,10¢
Net income— as previously reporte $ 827 $16,12¢ $13,48!
Adjustments to operating income, | (4,169 (8,659 6,06z
Other income, ne— increase — — 15€
Income tax expens— (increase) decrea: — 5,53z (7,537)
Net income (loss— as restate: $ (3,342 $13,00¢ $12,167
Seven Month:
Ended
Year Ended
December 31  _ December 31,
2002 2003 2004
Diluted net income per common share
— as previously reporte 0.0¢ $0.81 $0.64
Effect of adjustments to net income (lo (0.21) (0.16€) (0.0€)
Diluted net income (loss) per common share
— as restate $ (0.1 $0.65 $0.5¢
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Summary of Adjustments to Assets and Liabilities

December 31,
2002 2003 2004
(In thousands)

Assets
Increase (decrease)
Accounts receivable, n $ — — $ (740
Property and equipment, r 4,71( (5,367 3,52(
Goodwill — 2,57¢
Deferred income tax asse — (11,887) (19,58%)
Total impact on Assel $ 471C $@A7,250 $(14,230()
Total Assets, as restat $442,63: $495,49' $782,14
Liabilities
Increase (decrease)
Accrued taxe! $ 53€ $ 1317 $ 2,23t
Accrued restructurin — — 85¢€
Accrued othe 2,93¢ 78C 951
Other lon¢-term liabilities 5,404 9,01z 9,02f
Total impact on Liabilitie: $ 887¢ $11,10¢ $ 13,06:
Total Liabilities, as restate $328,41( $169,23. $226,10°
Equity
Increase (decrease)
Additional paic-in capital $ —  $(21,070 $(18,699)
Retained earning (4,169 (7,289 (8,609)
Total impact on Equit (4,169 $(28,359 $(27,29)
Total Equity, as restate $114,22:  $326,26¢  $556,04(
Total Liabilities and Equity, as restat $442,63: $495,49' $782,14

None of the restatement items discussed above tegbaeported revenues, cash balances or cash flaws.
additional information relating to the effect oéthestatement, see Note 1 of the Notes to Consetidénancial
Statements.

Only those items affected by the restatement haea lshanged in this Form 10-K/A. Those areas irclud
Item 6, 7, 8, 9A and 15. Other information in tRierm 10-K/A has not been updated to reflect theaichpf any
other items occurring subsequent to the originaKifling date.

Forward-Looking Statements

This annual report contains forward-looking stateteend information relating to USA Mobility ang it
subsidiaries that are based on management’s babefgll as assumptions made by and informatiorently
available to management. These statements are puasigant to the safe harbor provisions of the Bei&ecurities
Litigation Reform Act of 1995. Statements that jpredictive in nature, that depend upon or refdutore events or
conditions, or that include words such as “anti@pd'believe”, “estimate”, “expect”, “intend” ansimilar
expressions, as they relate to USA Mobility omiianagement are forward-looking statements. Althabhgke
statements are based upon assumptions managemsitazs reasonable, they are subject to certdis, ris
uncertainties and assumptions, including, butinutéd to, those factors set forth below underdhptions
“Business”, “Management’s Discussion and AnalysiEinancial Condition and Results of Operationst dRisk
Factors Affecting Future Operating ResultShould one or more of these risks or uncertaimtiaterialize, or shou
underlying assumptions prove incorrect, actualltesur outcomes may vary materially from those désd herein
as anticipated, believed, estimated, expectedtended. Investors are cautioned not to place urelisce on thes
forward-looking statements, which speak only atheir respective dates. We undertake no obligatarpdate or
revise any forward-looking statements. All subsequeitten or oral forward-looking statements diriable to us
or persons acting on our behalf are expressly figdiin their entirety by the discussion under ‘Risactors
Affecting Future Operating Results”.
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PART I

ITEM 1. BUSINESS
General

USA Mobility, Inc. a Delaware corporation is a l@aglprovider of local, regional and nationwide omay
messaging and two-way messaging services. Throughationwide wireless networks, we provide messagi
services to over 1,000 U.S. cities, including iy 100 Standard Metropolitan Statistical Areas (SA8"). At
December 31, 2004, we had approximately 5.7 millind 0.5 million one and two-way messaging unitsarvice,
respectively.

Our principal office is located at 6677 Richmondjhivay, Alexandria, Virginia 22306, and our telephon
number is (703) 660-6677. Our Internet addressnsy.usamobility.com.We make available free of charge thro
our web site our annual, quarterly and currentmspand any amendments to those reports filedraighed
pursuant to Section 13(a) or 15(d) of the Securifigchange Act of 1934, as soon as reasonablyigabls after
such reports are filed or furnished to the Seasitind Exchange Commission. The information ol site is
not incorporated by reference into this amendeduahReport on Form 10-K/A and should not be conside part
of this report.

Merger of Arch Wireless, Inc. and Metrocall Holdings, Inc.

We are a holding company formed on March 5, 200Cffect the merger of Arch Wireless, Inc. and sdiasies
(“Arch”) and Metrocall Holdings, Inc. and subsid&s (“Metrocall”) which occurred on November 16,020 Prior
to the merger, we had not conducted any activitieer than those incidental to our formation. Tiéofving
describes the consideration issued in the merger:

» We issued one share of our common stock for eatdtamding share of Arch common stock totaling
approximately 19.6 million share

» We paid $75 per share for 2.0 million Metrocallsaand issued 1.876 shares of our common stoaafdr
share of the remaining Metrocall common sharesingtapproximately 7.2 million new share

« All options to purchase shares of Arch common stk any previously issued and outstanding Arch
restricted stock that was not repurchased wereagygerd for an equal number of options or restristetes o
our common stock on the same terms and restriciomngously applicable

* Holders of unexercised options to purchase Mett@cahmon stock received options to purchase 1.83a6es
of our common stock per share at an exercise prjoel to the exercise price per share of Metramatimon
stock divided by 1.87¢

In order to consummate the transaction, we borra®lei.0 million to fund a portion of the $150.0 lioih cast
consideration paid to holders of Metrocall commtotk.

After the merger was completed, former holders mhAcommon stock and options held approximatel$%2.
of the fully diluted shares of our common stock &nttlers of former Metrocall common stock and aptibeld
27.5% of our fully diluted common stock. The merges accounted for under the purchase method otiatiog
pursuant to Statement of Financial Accounting Saatsl No. 141, (“SFAS No. 141" Business Combinations.

Arch was deemed the acquiring entity due pringdalits former shareholders holding a majorityoaf common
stock. Accordingly, the basis of the Arch asset$labilities were reflected at their historicaldimand amounts
allocated to Metrocall’s assets and liabilities &based upon the purchase price and estimategafags of such
assets and liabilities as of the merger date. Shnck was deemed the acquiring entity, Arch’s histl financial
results prior to the merger are reflected througtiois Form 10-K/A.

Industry Overview

The mobile wireless telecommunications industrysists of multiple voice and data providers whicmpete
among one another, both directly and indirectly siabscribers. Messaging carriers like us proviggamers with
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services such as numeric and alphanumeric messdiisgpmers receive these messaging services thamall,
handheld device. The device, often referred to pesger, signals a subscriber when a message isedddrough a
tone and/or vibration and displays the incomingsage on a small screen. With numeric messagingcesithe
device displays numeric messages, such as a teleptumber. With alphanumeric messaging servicesjéice
displays numeric and/or text messages.

Some messaging carriers also provide two-way meggagrvices using devices that enable subscribers
respond to messages or create and send wireleiisneesaages to other messaging devices, includaggns, PDAs
and personal computers. These two-way messagirigedewften referred to as two-way pagers, arel@irto one-
way devices except that they have a small QWERTyb&ard that enables subscribers to type messageb ate
sent to other devices as noted above. We provideasy messaging and other short messaging basedeseand
applications using our narrowband PCS networks.

Mobile telephone service, such as cellular anddivaad personal communication services (“PCS”),iear
provide telephone voice services as well as ses\itat are functionally identical to the one and-tway messaging
services provided by wireless messaging carriee as us. Customers subscribing to cellular, braad®CS or
other mobile phone services utilize a wireless Bahthrough which they can make and receive veieplhone
calls. These handsets are commonly referred teladar or PCS telephones. These handsets areafsdble of
receiving numeric, alphanumeric and e-mail messagesgell as information services, such as stockepimews,
weather and sports updates, voice mail, persomagjeeetings and message storage and retrieval.

Technological improvements outside of one-way avalway paging have generally contributed to thekagr
for wireless messaging services and the provisfdretier quality services at lower prices to sulters. These
improvements have enhanced the capability and @gpgeEaon-paging mobile wireless messaging netwahkd
devices while lowering equipment and airtime cobtgese technological improvements, and the dedrenilarity
in messaging devices, coverage and battery lifege hasulted in competitive messaging services oaimtg to take
market share from our paging subscriber base.

Although the U.S. traditional paging industry hamtireds of licensed paging companies, the oveuatiber of
one and two-way messaging subscribers has beenidgchs the industry continues to face intensepstition
from “broadband”/voice wireless services and ofbems of wireless message delivery. We believe dehfar our
one and two-way messaging services has declinedtlowgast several years and that it will contitaudecline for
the foreseeable future. The decline in demanddoneessaging services has largely been attributatdlempetition
from cellular and broadband PCS carriers.

2005 Business Strategy

We believe that one-way messaging is a cost-effecteliable means of delivering messages andiatyanf
other information rapidly over a wide geographieaadirectly to a mobile person. One-way messagirggmethod
to communicate at lower cost than current two-waymunication methods, such as cellular and PC8helees.
For example, our messaging equipment and airtimeired to transmit an average message costs lasshb
equipment and airtime for cellular and PCS telegisofrurthermore, our one-way messaging devicestspfar
longer periods due to superior battery life, okeweeding one month on a single battery. Numeiicadphanumeri
subscribers generally pay a flat monthly serviee fe addition, these messaging devices are ursitérand
mobile.

We believe the combination of Arch and Metrocafiypdes us with potential to generate stronger dpeyand
financial results than either company could haveea®d separately. We anticipate the combinatidhrasult in
substantial synergies and cost reductions comgartiee costs that would have been incurred to apéhe
companies on a stand-alone basis due to the exbelatgination of duplicative or redundant operasipfunctions
and locations. We also anticipate the net cashdsflivam operating activities should allow the congsircompany to
repay the borrowings required to complete the mrangghin twelve months following November 16, 2004.
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Our business objectives and operating strategg2d0b will focus on maximizing cash flows providegdur
operating activities while integrating the operat®f Arch and Metrocall. Key elements of this t&gy are:

 Customer and revenue retenti
» Sales of new products and services;

» Cost efficiencies and integration synerg

Customer and Revenue RetentierOur customer and revenue retention efforts fasusustomer service and
sales efforts to existing and prospective businesslical and government customers. Retention effog supporte
through our national sales force and customer senviodel designed to provide support to customasedon their
account size. Our customer service representadis®st customers in managing their account actikitaddition,
they address customer inquiries from existing deptial customers. We continue to provide custoseevice at
both the field and national level to address theateds and expectations of our customers. Despiterophasis on
customer and revenue retention, we expect thatustomers and revenue will continue to declineter
foreseeable future, due to technological competifiom the mobile phone/PDA service providers &y ttontinue
to lower cost while adding functionality.

Sales of New Products and ServieedVe sell wireless phones, through alliance andedemreements with
several carriers including Nextel and Cingularstibscribers that require wireless messaging betfundapabilities
of traditional paging. These offerings partiallfsaft revenue losses associated with subscribeioaraad enable us
to satisfy customer demands for a broader rangérefess products and services. However, this ssprs a very
small percentage of our revenues.

Cost Efficiencies and Integration Efforts Given the redundant nature of the Arch and Metitonessaging
operations, we expect the combination of salegpousr service, technical and back-office functiails enable us
to eliminate a significant amount of operating engms. From the merger date, our integration effaate focused
and will continue to focus on five major areas lmithg:

Technical Infrastructure and Network Operatioas Integration efforts in this area include, amaniger
things, consolidation of our one-way networks; deeonstruction of one of our two-way networks, ¢henbination
of our satellite resources into one common transignsplatform and the elimination of approximatehe-third of
the combined company’s switch locations. As of Delger 31, 2004, we had 18,718 transmitters servitiagirch
and Metrocall networks, 15 percent of which we etpe eliminate during 2005 as a result of ourgnté¢ion efforts
As a result of fewer transmitters, we expect taiifower telecommunications and other utility cceatsl payroll
related expenses. The related reduction in tratenéase expenses will result over time as theeleaxpire during
2005, 2006, 2007 and beyond.

Selling and Marketing— Both Arch and Metrocall operate sales officemiost major cities in the United
States. The merger will enable us to combine s#feees and service our subscriber base with fesadas positions
in markets where overlapping operations exist. Assalt of the merger, we eliminated over 300 sglind
marketing positions prior to December 31, 2004addition, we expect to close between 45 and 6@ofld1 field
sales office locations in 2005. Although we plarthuse certain offices, our ability to reduce rexpense will
depend on our success negotiating buyout settleneergecuring subtenants, otherwise savings wilboour until
the underlying leases expire.

Billing System Consolidatior— Both Arch and Metrocall have a separate, stdadesbilling system and
related support staff utilized to monitor and prepiavoices, manage customer service and traclcgbkes
equipment. Each company incurs payroll, licenss &el other expenses to operate their billing syst®e expect
to convert the Metrocall billing system into thecArbilling system by the close of the third quag@e5. However,
due to contractual agreements, much of the costfthidrom this consolidation will not occur untiDR6.

Inventory Fulfillment— As of the merger date, Arch and Metrocall opeadbur distribution centers. In late
2004, we consolidated one of these facilities aqmbet to consolidate an additional facility in 2005

Back-office Operations— These operations include accounting and finahasjan resources; customer
service, credit and collections; information tediogy and other overhead functions. We expect toiaidiar the
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accounting and finance, human resources and otieeutive functions from our Alexandria, Virginiaddguarters.
We expect to further consolidate our customer sergperations once we consolidate to a singlengilliystem.

Paging and Messaging Services, Products and Operaitis

We provide one and two-way messaging services argdless information services throughout the United
States, including the 100 largest markets and BUrido. These services are offered on a localprediand
nationwide basis employing digital networks thateromore than 90% of the United States population.

Our customers include businesses with employeesngbd to be accessible to their offices or custenfist
responders who need to be accessible in emergenashird parties, such as other telecommunicato@rriers
and resellers that pay us to use our networks c@stomers include businesses, professionals, mangate
personnel, medical personnel, field sales perscenmekervice forces, members of the constructidastry and
construction trades, real estate brokers and dpeedpsales and service organizations, specialtjetorganizations,
manufacturing organizations and government agencies

We market and distribute our services through eatlisales force and a small indirect sales force.

Direct. Our direct sales force leases or sells devioesilly to customers ranging from small and medium-
sized businesses to Fortune 1000 companies, hezaktband related businesses and government agevwsdatend
to continue to market to commercial enterprisdizirg our direct sales force as these commercitgdrgrises have
typically disconnected service at a lower rate timgividual consumers. As of December 2004, ouesgakrsonnel
were located in 141 offices in 35 states throughloeitUnited States. In addition, we maintain selvemgporate sale
groups focused on national business accounts; Isizdé and Federal government accounts; advaniceld s
services; systems applications; telemetry and gitmduct offerings.

Indirect. Within our indirect channel we contract with @ndoice an intermediary for airtime services. The
intermediary or “reseller” in turn markets, selisid provides customer service to the end-user.elibaro
contractual relationship that exists between usthadnd subscriber. Therefore, operating costsipiéto provide
these services are significantly below that reglinethe direct distribution channel. Indirect @it service
typically have lower average monthly revenue peét tinan direct units in service. The rate at wiscibscribers
disconnect service in our indirect distribution ichal has been higher than the rate experiencedonitdirect
customers and we expect this to continue in theskeable future.

The following tables set forth units in service aadenue associated with our two channels of Bistion:

As of December 31,

2002(a) 2003(a) 2004(b)
Units % Units % Units %
(Units in thousands)
Direct 4,31z 76% 3,674 83% 5,00 81%
Indirect 1,32¢ 24 765 17 1,19¢ 19
Total 5,64 10C% 4,43: 10C% 6,20z 10C%

(@ Includes units in service of Arch onl
(b) Includes units in service of Arch and Metroc
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For the Year Ended December 31,

2002(a) 2003(a) 2004(b)
Revenue % Revenue % Revenue %
(Dollars in thousands)
Direct $746,46. 91% $554,34! 93% $457,78¢ 93%
Indirect 72,267 9 43,131 7 32,37 7
Total $818,72¢ 10(% $597,47¢ 100% $490,16( 10(%

(@) Includes revenues of Arch onl

(b) Includes revenues of Arch for the twelve morghded December 31, 2004 and Metrocall for theoderi
November 16, 2004 to December 31, 2(

Our customers may subscribe to one or tvay messaging services for a monthly service feietwis generall
based upon the type of service provided, the g@bigarea covered, the number of devices providede
customer and the period of commitment. Voice naalsonalized greeting and equipment loss and/anterzénce
protection may be added to either one or two-wagsaging services, as applicable, for an additioraithly fee.
Equipment loss protection allows subscribers wlasdedevices to limit their cost of replacement ulpss or
destruction of a messaging device. Maintenancecgare offered to subscribers who own their devic

A subscriber to one-way messaging services magtsedeerage on a local, regional or nationwide $asbest
meet his or her messaging needs. Local coveragganallows the subscriber to receive messagésma small
geographic area, such as a city. Regional coveabm®s a subscriber to receive messages in a larger;, which
may include a large portion of a state or sometigresps of states. Nationwide coverage allows aaither to
receive messages in major markets throughout thied)Btates. The monthly fee generally increaséls eaverage
area. Two-way messaging is generally offered oateonwide basis.

The following table summarizes the breakdown ofang and two-way units in service at specified state

December 31,

2002(a) 2003(a) 2004(b)
Units % Units % Units %
(Units in thousands)
One-way messagin 5,28¢ 94% 4,147 93% 5,67 91%
Two-way messagin 352 6 29C 7 52¢ 9
Total 564C 10(% 4,437 10C% 6,20z 10(%

(@) Includes one and tv-way messaging units in service of Ar
(b) Includes one and tv-way messaging units in service of Arch and Metro

We provide wireless messaging services to subgsribe a monthly fee, as described above. In aaluliti
subscribers either lease a messaging device frdior @ additional fixed monthly fee or they owdevice, having

purchased it either from us or from another ventég.also sell devices to resellers who lease @llrdevices to
their subscribers and then sell messaging servitiesng our networks.
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The following table summarizes the number of uimtservice owned by us, our subscribers and ourent
customers at specified dates:

December 31,

2002(a) 2003(a) 2004(b)
Units % Units % Units %
(Units in thousands)
Owned and lease 4,00t 71% 3,31C 75% 4,758 T77%
Owned by subscribe 307 5 364 8 24¢€ 4
Owned by indirect customers or their subscril 1,32¢ 24 765 17  1,19¢ 19
Total 5,64C 10(% 4,437 10C% 6,20z 10C%

(@) Includes units in service of Arc
(b) Includes units in service of Arch and Metroc

Messaging Networks and Licenses

We hold licenses to operate on various frequenugidse 150 MHz, 450 MHz and 900 MHz bands. We are
licensed by the Federal Communications Commisglon “CCC") to operate Commercial Mobile Radio Seeg
(“CMRS”) messaging services. These licenses alieedito provide one-way and two-way messagingisesvover
our networks.

We operate local, regional and nationwide one-wetyarks, which enable our subscribers to receivesages
over a desired geographic area. The majority ohteesaging traffic that is transmitted on our 1382vind
450 MHz frequency bands utilize the Post Office €&tandardization Advisory Group (“POCSAG") meseggi
protocol. This technology is an older and les<cgfit air interface protocol due to slower transiois speeds and
minimal error correction. Oneray networks operating in 900 MHz frequency bangsipminantly utilize the FLE!
™ protocol developed by Motorola along with some t8gROCSAG traffic that is broadcast in this bandvas.
The FLEX™ protocol is a newer technology having the advantdédenctioning at higher network speeds which
increases the volume of messages that can be fittatsiover the network as well as having more rolkeusor
correction which facilitates message delivery ttegice with fewer transmission errors.

Our two-way messaging networks utilize the ReFLEEX"2protocol, also developed by Motorola. ReFLEX 25
™ promotes spectrum efficiency and high network capéy dividing coverage areas into zones and sues.
Messages are directed to the zone or sub-zone wieesribscriber is located allowing the same fraqué¢o be
reused to carry different traffic in other zonesob-zones. As a result, the ReFLEX™%Brotocol allows the two-
way network to transmit substantially more messaigas a one-way network using either the POCSAGL&X ™
protocols. The two-way network also provides fauaed message delivery. The network stores mesHzafesould
not be delivered to a device that is out of coverfag any reason, and when the unit returns taserthose
messages are delivered. The two-way messaging riebperates under a set of licenses, called na@od/!PCS,
which as noted above, use 900 MHz frequencies.€eTleenses require certain minimum five and ten-yeald-out
commitments established by the FCC, which have ba#sfied.

Although the capacity of our networks vary by maykee have a significant amount of excess capadfy.
have implemented a plan to manage network capaoiyto improve overall network efficiency by condating
subscribers onto fewer, higher capacity networkh wicreased transmission speeds. This plan isregf¢éo as
network rationalization. Network rationalizationlwesult in fewer networks and therefore fewensitter
locations which we believe will result in lower spéng expenses.

Sources of Equipment

We do not manufacture any of the messaging dewvigesustomers need to take advantage of our ssreice
any of the network equipment we utilize to providessaging services. We historically purchased myessaevice
primarily from Motorola, which discontinued prodiget of messaging devices in 2002. Since then, we ha
developed relationships with several vendors fov aquipment. Additionally, used equipment is avaian
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the secondary market from various sources. We\mber existing inventory of Motorola devices, retiof
devices from our lease customers that cancel searid purchases from other available sources ofamelw
reconditioned devices will be sufficient to meet expected device requirements for the foresedahlee.

We currently have network equipment that we belisilebe sufficient to meet our equipment requirertsefor
the foreseeable future. In addition, we currentlgeive maintenance and support services for owankt
infrastructure components from GTES, LLC (“GTES{)dugh a support service contract, which will egpir May
2007. We expect that infrastructure and equipmentponents will continue to be readily available tfoe
foreseeable future, consistent with normal manufawg and delivery lead times; but cannot providg assurance
that we will not experience unexpected delays itaioing equipment in the future. In February 20BZES was
formed as a venture between our wholly owned sidosidMetrocall Ventures, Inc., and the former ngeraent an
employees of Glenayre Technologies, Inc. pagingiaindstructure operations. This venture should/jgl® USA
Mobility with access to software and hardware supfu critical messaging infrastructure for thedseeable futur

Competition

The wireless messaging industry is highly compatitCompanies compete on the basis of price, cgeeaeea
services offered, transmission quality, networkatality and customer service.

We compete by maintaining competitive pricing for products and services, by providing broad cayera
options through high-quality, reliable messagingvoeks and by providing quality customer servicérebt
competitors for our messaging services include 2éeriWireless Messaging, LLC, Ameritech Mobile Seegi Inc.
(a subsidiary of SBC Communications, Inc.), Skyiet, (a division of MCI, Inc.) and a variety ofhetr regional an
local providers. The products and services we @ffeo compete with a broad array of wireless mésgaggrvices
provided by mobile telephone companies. This coitipethas intensified as prices for these serviwese declined,
and these providers have incorporated messagirapiiyp into their mobile phone devices. Many oésie
companies possess financial, technical and otlseurees greater than ours. Such providers curreathpeting
with us in one or more markets include Cingulami8PCS, Verizon Wireless, T-Mobile and Nextel.

While cellular, PCS and other mobile telephoneisessare, on average, more expensive than thermhena-
way messaging services we provide, such mobilphelee service providers typically provide one amd-tvay
messaging service as an element of their basitcegrackage. Most PCS and other mobile phone decigaently
sold in the United States are capable of sendidg@ceiving one and two-way messages. Subscribatptirchase
these services no longer need to subscribe tosaaaepmessaging service. As a result, one and tayomessaging
subscribers can readily switch to cellular, PCS athér mobile telephone services. The decreasgdagand
increase in capacity and functionality for cellulBCS and other mobile telephone services has ety subscribers
to select combined voice and messaging servicas afternative to stand alone messaging services.

Regulation
Federal Regulation

The FCC issues licenses to use radio frequencEseary to conduct our business and regulates aspacts
of our operations. Licenses granted to us by th€ R&ve varying terms, generally of up to ten yeatrsyhich time
the FCC must approve renewal applications. In #e,=CC renewal applications generally have beantgd upon
showing compliance with FCC regulations and ademsatvice to the public. Other than those stilldieg, the
FCC has thus far granted each license renewal we filad.

The Communications Act of 1934, as amended (thé”JAequires radio licensees such as us to olpdor
approval from the FCC for the assignment or transfeontrol of any construction permit or stati@mense or
authorization of any rights there under. The FCE€thas far granted each assignment or transfeestqee have
made in connection with a change of control.

The Act also places limitations on foreign ownepshii CMRS licenses, which constitute the majority o
licenses we hold. These foreign ownership resbistiimit the percentage of our stockholders’ ggthiait may be
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owned or voted, directly or indirectly, by alienstbeir representatives, foreign governments ar tiepresentative:
or foreign corporations. Our Amended and Restattifi€ate of Incorporation permits the redemptafrour equity
from stockholders where necessary to protect campdi with these requirements.

Failure to follow the FCC'’s rules and regulatioms cesult in a variety of penalties, ranging fromnetary
fines to the loss of licenses. Additionally, the@®@&as the authority to modify licenses, or impaodeitional
requirements through changes to its rules.

As a result of various FCC decisions over thefiastyears, we no longer pay fees for the termimatibtraffic
originating on the networks of local exchange emsrproviding wire-line services interconnectedaur services
and in some instances we received refunds for pagments to certain local exchange carriers. We katered
into a number of interconnection agreements witlal@xchange carriers in order to resolve variesgéds regardir
charges imposed by local exchange carriers foragatmection. We may be liable to local exchangeearfor cost
associated with delivering traffic that does nagimate on that local exchange carrier's netwosleired to as
transit traffic, resulting in some increased intencection costs for us, depending on further FGpasition of thes
issues and the agreements reached between usealoddhexchange carriers. If these issues araltigtately
decided through settlement negotiations or viaRGE in our favor, we may be required to pay past chntested
transit traffic charges not addressed by existgrg@ments or offset against payments due from maztange
carriers and may also be assessed interest anchiatges for amounts withheld.

Other legislative or regulatory requirements magase additional costs on our business. For exarni@e;CC
requires companies such as us to pay levies asddaeh as “Universal Service” fees, to cover thscof certain
regulatory programs and to promote various otheiesal goals. These requirements increase theofdlsé services
we provide. By law, we are permitted to pass thhoogpst of these regulatory costs to customers yridaily do so
Additionally, the Communications Assistance to LEmforcement Act, and certain rules implementing e,
requires some telecommunications companies, inofuds, to design and/or modify their equipmentritheo to
allow law enforcement personnel to “wiretap” oretlvise intercept messages on our networks. Otlgeitatory
requirements restrict how we may use customernmdion and prohibit certain commercial electroniessages,
even to our own customers. Although these requingsnigave not, to date, had a material adverseteffeour
operating results, these or similar requirementdccbave a material adverse effect on our operatsglts in the
future.

State Regulation

As a result of the enactment by Congress of theiBusrBudget Reconciliation Act of 1993 in AugusB39
states are now generally preempted from exercisitggor entry regulation over any of our operati@tates are not
preempted, however, from regulating “other termd emnditions” of our operations, including consumgstection
and similar rules of general applicability. Zonirgjuirements are also generally permissible; howgrevisions o
the Act prohibit local zoning authorities from uasenably restricting wireless services. Statesrdwtlate our
services also may require us to obtain prior apglrof’(1) the acquisition of controlling interegtsother paging
companies and (2) a change of control of USA Mobilt this time, we are not aware of any propostde
legislation or regulations that would have a mateadverse impact on our existing operations.

Arch Chapter 11 Proceeding

Certain holders of 12/ 4% senior notes of Arch Wireless Communications,, laavholly-owned subsidiary of
Arch Wireless, Inc., filed an involuntary petitiagainst it on November 9, 2001 under Chapter thebankruptcy
code in the United States Bankruptcy Court forDirgrict of Massachusetts, Western Division. On &maber 6,
2001, Arch Wireless Communications, Inc. consetddtie involuntary petition and the bankruptcy ¢amntered a
order for relief under Chapter 11. Also on Decenthez001, Arch and 19 of its wholly owned domestibsidiaries
filed voluntary petitions for relief under Chaptek with the bankruptcy court. These cases werdlyoaministered
under the docket for Arch Wireless, Inc., et ahs€ No. 01-47330-HJB. After the voluntary petitveas filed, Arch
and its domestic subsidiaries operated their besegand managed their properties as debtors-gegsien under
the bankruptcy code until May 29, 2002, when Arofegged from bankruptcy. Arch and its
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domestic subsidiaries are now operating their lassies and properties as a group of reorganizedsmursuant to
the terms of the plan of reorganization.

Trademarks

We own the service marks “USA Mobility”, “Arch”, “/&eh Paging”, and “Metrocall”, and we hold federal
registrations for the service marks “Metrocall”,roh Wireless” and “PageNet” as well as various othedemarks.

Employees

At March 1, 2005, we employed 2,234 persons. Ndreioemployees is represented by a labor union. We
believe our employee relations are good.

ITEM 2. PROPERTIES

At December 31, 2004, we owned four office buildirig the United States. In addition, we leasedifgci
space, including our executive headquarters, stelsnical, and storage facilities in approximat&® locations in
44 states.

We lease transmitter sites on commercial broadoastrs, buildings and other fixed structures inragpmately
14,000 locations in all 50 states and Puerto Ribese leases are for various terms and providmémthly lease
payments at various rates.

ITEM 3. LEGAL PROCEEDINGS

USA Mobility, Inc. was named as a defendant, alith Arch, Metrocall and Metrocall’s former boarél o
directors, in two lawsuits filed in the Court of &ttery of the State of Delaware, New Castle Cowntyjune 29,
2004 and July 28, 2004. Each action was brouglat l\etrocall shareholder on his own behalf and preoiy on
behalf of all public shareholders of Metrocall’somon stock, excluding the defendants and theiliatfs and
associates. Each complaint alleges, among othagghihat the Metrocall directors violated theduitiary duties to
Metrocall shareholders in connection with the psggbmerger between Arch and Metrocall and that WBAility
and Arch aided and abetted the Metrocall directalieged breach of their fiduciary duties. The ctanjs seek
compensatory relief as well as an injunction torpreé consummation of the merger. USA Mobility beée the
allegations made in the complaints are without meldwever, given the uncertainties and expendiigdtion, we
and the other defendants have entered into a macdhamaof understanding with the plaintiffs to settlese actions.
The proposed settlement, which must be approvetidgourt, required, among other things, Arch aredrbtall to
issue a supplement to the joint proxy/prospectusglivwas first mailed to Metrocall and Arch shareleos on
October 22, 2004) and to announce their respeofieeating results for the three months ended Sdge80, 2004
in advance of the shareholder meeting that occlonelovember 8, 2004. Plaintiffsbunsel of record in the actic
will apply to the Court for an award of attornefesés and expenses not to exceed $275,000, andddetsrhave
agreed to not oppose such application. Metrocatthfand USA Mobility have agreed to bear the cosfmoviding
any notice to Metrocall stockholders regardinggheposed settlement.

On November 10, 2004, former Arch senior execut{ites “Former Executivesfjled a Notice of Claim befo
the JAMS/Endispute in Boston, Massachusetts, asgdhat they were terminated from their employmanthe
Company pursuant to a “Change in Control” as defimetheir respective Executive Employment Agreetaéthe
“Claim”). The Former Executives filed the Claim &gt Arch Wireless, Inc., Arch Wireless Holdingsgl, Arch
Wireless Operating Co., Inc., MobileMedia Commutia@as, Inc. and Mobile Communications Corporatién o
America (collectively, the “Respondents”). The Femixecutives asserted in their Claim, entitlenteratdditional
compensation under the Arch Long-Term IncentivenRliad their respective Restricted Stock Agreemaittisineys
fees and costs and unspecified other and furtlief.rin the event that the Former Executives werprevail on
their Claim they could be awarded additional conga¢ion under the Arch Long-Term Incentive Plan doedr
respective Restricted Stock Agreements up to afppately $8.5 million plus the costs of attorneysseand other
costs. We and the Former Executives mutually sedeah arbitrator to preside over the case. Disgogaunderway
and the trial is scheduled to take place in May52@Ue are disputing the Claim
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vigorously. We do not believe that a Change in @orats defined in the Former Executives ExecutivgpByment
Agreements has occurred and believe that we withately prevail in the arbitration proceeding.

Certain holders of 12/ 4% senior notes of Arch Wireless Communications,,laavholly owned subsidiary of
Arch Wireless, Inc., filed an involuntary petitiagainst it on November 9, 2001 under Chapter thebankruptcy
code in the United States Bankruptcy Court forDigrict of Massachusetts, Western Division. On &maber 6,
2001, Arch Wireless Communications, Inc. consetddtie involuntary petition and the bankruptcy ¢antered a
order for relief under Chapter 11. Also on Decenthe2001, Arch and 19 of its wholly owned domestibsidiaries
filed voluntary petitions for relief under Chaptet with the bankruptcy court. These cases werélyoarministered
under the docket for Arch Wireless, Inc., et ahs€ No. 01-47330-HJB. After the voluntary petitveas filed, Arch
and its domestic subsidiaries operated their besggand managed their properties as debtors-gegsien under
the bankruptcy code until May 29, 2002, when Aroteeged from bankruptcy. Arch and its domestic glibsies
are now operating their businesses and propeuiesgaoup of reorganized entities pursuant toeghmag of the plan
of reorganization.

In the course of our operations we have becoméibdaas a defendant and occasionally as a plaintéf
number of commercial tort and employment relategslats and proceedings. We do not believe thatoditiye
litigation in which we are currently involved orathhas been overtly threatened against us will iraigidually or
in the aggregate a material adverse effect oninangial condition, results of operations or cdsiws.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDER

At the Special Meeting of Arch Stockholders heldNwvember 8, 2004, the following proposal was addity
the vote specified below:

Withheld/ Broker
Proposa For Against Abstain Non-Votes
To approve agreement and plan of merger with Matroc
Holdings, Inc. 15,927,85 7,85¢ 6,18( 0]
PART Il

ITEM 5. MARKET FOR REGISTRANTS COMMON EQUITY, RELATED STOCKHOLDER MATTERS AN|
ISSUER PURCHASES OF EQUITY SECURITIE!

Our sole class of common equity is our $0.0001vphre common stock, which is listed on the NASDAQ
National Market and is traded under the syn“USMO.”

The following table sets forth the high and lowautay sales prices per share of our common stadkéo
period indicated, which corresponds to our quartistal periods for financial reporting purposBsices for our
common stock are as reported on the NASDAQ Natibtaket from November 18, 2004 through December 31,
2004. Prior to November 18, 2004, our common stea& not publicly traded.

High Low
2004 4th Quarter beginning November 18, 2 $37.6(  $33.2¢

We did not declare dividends on our common stocindu2004. Under the terms of our credit facilitye are
prohibited from paying dividends. We sold no unségied securities during 2004 and made no repugshatour
common stock during the fourth quarter of 2004.

As of March 1, 2005, there were 6,950 holders obré of our common stock.

Transfer Restrictions on Common Stocklr-order to reduce the possibility that certainraes in ownership
could impose limitations on the use of our taxiladttes, our Amended and Restated Certificate afriparation
contains provisions which generally restrict transfby or to any 5% shareholder of our common stodny
transfer that would cause a person or group ofopsro become a 5% shareholder of our common sidtde. a
cumulative indirect shift in ownership of more thsP6 since its emergence from bankruptcy proceadiméylay
2002 (as determined by taking into account allvathé transfers of the stock of Arch prior to ougaisition,
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including transfers pursuant to the merger or duany relevant thregear period) through a transfer of our comi
stock, any transfer of our common stock by or §84ashareholder of our common stock or any trartbrwould
cause a person or group of persons to become &aféholder of our common stock, will be prohibitedess the
transferee or transferor provides notice of thedfar to us and our board of directors determinegibd faith that
the transfer would not result in a cumulative iedirshift in ownership of more than 47%.

Prior to a cumulative indirect ownership changenofe than 45%, transfers of our common stock vaitl e
prohibited except to the extent that they result cumulative indirect shift in ownership of moham 47%, but any
transfer by or to a 5% shareholder of our commooksor any transfer that would cause a personaumof persor
to become a 5% shareholder of our common stockinesja notice to us. Similar restrictions applyhe issuance «
transfer of an option to purchase our common stioitle exercise of the option would result in anser that would
be prohibited pursuant to the restrictions desdrifigove. These restrictions will remain in effectillthe earliest of
(a) the repeal of Section 382 of the Internal Reee@ode of 1986, as amended (the “IRC"), (or anpmarable
successor provision) and (b) the date on whichithigation amount imposed by Section 382 of the liRGhe event
of an ownership change would not be less thanawuattributes subject to these limitations. Trarssbgy or to us
and any transfer pursuant to a merger approvedibpaard of directors or any tender offer to acejailt of our
outstanding stock where a majority of the share® lieeen tendered will be exempt from these regtnist

ITEM 6. SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA

We are a holding company formed to effect the meo§érch and Metrocall, which occurred on Noveméy
2004. Prior to these acquisitions, USA Mobility lmmhducted no operations other than those that ineigental to
its formation. For financial reporting purposescimwas deemed the acquiring entity and is the pestor
registrant of USA Mobility. Accordingly, the congdted historical information and operating datatfe year
ended December 31, 2004 reflects that of ArchHerttvelve months ended December 31, 2004 and Marfoc
the period November 16, 2004 to December 31, 28&torical financial information and operating das.of
December 31, 2000, 2001, 2002 and 2003, and fdtireyears ended December 31, 2003 reflect thardf. The
table below sets forth the selected historical obdated financial and operating data for eactheffive years endt
December 31, 2004.

On May 29, 2002, Arch emerged from proceedings ud@pter 11 of the bankruptcy code. For financial
statement purposes, Arch’s results of operatiodscash flows have been separated as pre and pgs8M&002
due to a change in basis of accounting in the Uyidgrassets and liabilities. See Note 2 of Note€obnsolidated
Financial Statements. For purposes of the selatatalbelow, we refer to Arch’s results prior to Mady, 2002 as
results for Arch’s predecessor company and we tefeurs and Arch’s results after May 31, 2002essiits for the
reorganized company. However, for the reasons itestin Note 2, certain aspects of the predecessopany
financial statements for the periods before we gaefrom bankruptcy are not comparable to the eatmgd
company'’s financial statements.

The selected financial data set forth in this I&hmve been restated to reflect adjustments t€tmepany’s
consolidated financial statements and other firsricformation contained in our Annual Report omad.0-K for
the year ended December 31, 2004, originally filétth the U.S. Securities and Exchange CommissioMarch 17
2005. See Note 1 of the Notes to Consolidated EiahBtatements for additional information regagdihe
restatement. Financial and operating data as oémber 31, 2000, 2001, 2002, 2003 and 2004 andafdr ef the
two years ended December 31, 2001, for the fivethoended May 31, 2002, the seven months ended
December 31, 2002 and the two years ended Dece3tth@004 have been derived from the audited cootesteld
financial statements of USA Mobility or its predsser, Arch. The consolidated financial statemeh#sroh for the
two years ended 2001 were audited by Arthur Andetdd®, which has ceased operations.

As described in this Annual Report on Form 10 KéAthe year ended December 31, 2004, the Company
restated its financial statements for the seventhsoended December 31, 2002 and for the years ended
December 31, 2003 and 2004.
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The following consolidated financial informationashd be read in conjunction with “ManagemanbDiscussio
and Analysis of Financial Condition and Result©gpkrations” and the consolidated financial statémand notes
set forth below.

Arch Predecessor Compan Reorganized Company
Five Months  Seven Month:
Ended Ended
Year Ended Year Ended
December 31, May 31, December 31 December 31,
2000 2001 2002 | 2002 2003 2004

(Restated) (Restated  (Restated
(Dollars in thousands except per share amounts)

Statements of Operations Data
Revenues
Service, rental and maintenar $794,99° $1,101,76;. $ 351,72. |$ 432,44! $571,98¢ $470,75:
Product sale 56,08t 61,75: 13,63¢ 20,924 25,48¢ 19,40¢
851,08: 1,163,51 365,36( 453,36¢  597,47¢ 490,16(
Operating expense
Cost of products sol 35,86 42,30: 10,42¢ 7,74C 5,58( 4,347
Service, rental and maintenar 182,99: 306,25t 105,99( 132,61 189,29( 160,14
Selling and marketin 107,20t 138,34 35,31 37,89 45,63¢ 36,08t
General and administratiy 263,90: 388,97¢ 116,66¢ 136,790  166,94¢ 130,04t
Depreciation, amortization and
accretion (2, 500,83: 1,584,48, 82,72( 110,19:  129,65¢ 107,62¢
Stocl-based and other compensat — — — 6,97¢ 6,21¢ 4,86:
Reorganization expen: — 154,92 — — —
Severance and restructuri — — — — 16,68: 11,93¢
Restructuring charge 5,42t 7,89( — —
Operating income (los! (245,13) (1,459,66)) 14,24 21,157 37,46: 35,10¢
Interest and nc-operating expenses, r (169,25) (258,87() (2,17%) (18,34()  (19,23)) (5,919
Gain (loss) on extinguishment of de 58,60: 34,22¢ 1,621,35! — — (1,03))
Other income (expens — 11C (1,129 51€ 814
Income (loss) before reorganization items,
net and fresh start accounting adjustm (355,78¢ (1,684,30) 1,633,53! 1,68¢ 18,74: 28,97
Reorganization items, n — — (22,509 (2,765 (425) —
Fresh start accounting adjustments, — — 47,89t — — —
Income (loss) before income taxes and
cumulative effect of change in account
principle (355,78f) (1,684,30) 1,658,92 (1,077 18,31¢ 28,977
Income tax benefit (expens 46,00¢ 121,99 — (2,265) (5,30¢) (16,810
Income (loss) before cumulative effect of
change in accounting princig (309,78() (1,562,30) 1,658,92: (3,349 13,00¢ 12,165
Change in accounting princip — (6,794 — — — —
Net income (loss $(309,78() $(1,569,10) $1,658,92. |$ (3,342) $ 13,006 $ 12,167
Basic net income (loss) per common sh
Net income (loss) before accounting
change $ (410 $ (8.79 $ 9.0¢ [$ (0.17 $ 06t $ 0.5¢
Accounting chang — (0.09) — — — —
Net income (loss $ (410 $ (8.8 $ 9.0¢ [$ (0.17 $ 06t $ 0.5
Diluted net income (loss) per common
share;
Net income (loss) before accounting
change $ (410 $ (8.79 $ 9.0¢ [$ (0.17 $ 06t $ 0.5¢
Accounting chang — (0.09) — — — —
Net income (loss $ (410 $ (8.8%9) $ 9.0¢ [$ (0.17 $ 06t $ 0.5
Other Operating Data:
Capital expenditures, excluding acquisitic$ 140,28! $ 109,48! $ 44,47: |$ 39,93t $ 25,44¢ $ 19,23:
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Arch Predecessor Company Reorganized Company
2000 2001 2002 2003 2004
(Restated) (Restated) (Restated)
Balance Sheet Data:

Current assel $ 211,447 $ 244,450 |$115,23: $110,56° $128,05¢
Total asset 2,309,60! 651,63 | 442,63: 495,49! 782,14

Long-term debt, less current
maturities (1, 1,679,21 — | 162,18! 40,00( 47,50(
Liabilities subject to compromise ( — 2,096,28! — — —
Redeemable preferred stock 30,50¢ — — — —
Stockholder’ equity (deficit) (94,269  (1,656,91) | 114,22. 326,26 556,04(

(1) In accordance with AICPA Statement of Position 9&iancial Reporting by Entities in Reorganizatiamder
the Bankruptcy Codg(“SOP 90-7"), at December 2001, Arch classifialstantially all of its pre-petition
liabilities and redeemable preferred stock as “llitds Subject to Compromise.” See Note 2 to thatds to
Consolidated Financial Statemer

(2) Depreciation amortization and accretion expenseased in 2001 primarily due to an impairment caarg
$976.2 million related to Arc's lon¢-lived assets

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Restatement for the Years Ending December 31, 20@68d 2004

The Company has filed this amendment to its AnfRegdort on Form 10-K/A for the year ended Decemler 3
2004. The purpose of this amended filing is toatestinancial statements and other financial infation for the
periods 2002, 2003 and 2004 to reflect certainsadjants. All amounts contained within managemedigsussion
and analysis have been corrected to reflect thadtngf the restatement. See Note 1 to the Not€otsolidated
Financials Statements.

Operations
Merger of Arch and Metrocall

We are a holding company formed to effect the meo§édrch and Metrocall, which occurred on Novembéy
2004. Prior to the merger, we had not conductedaatiyities other than those incidental to our fatibn. The
following describes the consideration issued inrttegger:

» We issued one share of our common stock for eatdtamding share of Arch common stock totaling
approximately 19.6 million share

» We paid $75 per share for two million Metrocall gfsand issued 1.876 shares of our common stoaafdr
share of the remaining Metrocall common sharedingtapproximately 7.2 million new share

* All options to purchase shares of Arch common sttt any previously issued and outstanding resttict
stock, that was not repurchased, were exchangeahfegual number of options or restricted sharesiof
common stock on the same terms and restrictionsqusly applicable

* Holders of unexercised options to purchase Mett@cahmon stock received options to purchase 1.8a6es
of our common stock per share at an exercise proel to the exercise price per share of Metramatimon
stock divided by 1.87¢

In order to consummate the merger, we borrowed $1dlion to fund a portion of the $150.0 milli@ash
consideration paid to holders of Metrocall commtutk.
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After the transactions were completed, former haad Arch common stock and options held approxatyat
72.5% of the fully diluted shares of our commorcktand holders of former Metrocall common stock aptions
held 27.5% of our fully diluted common stock. Thenger was accounted for under the purchase method o
accounting pursuant to SFAS No. 18usiness CombinationdArch was deemed the acquiring entity due prirgaril
to its former shareholders holding a majority of oammon stock. Accordingly, the basis of the Aaslsets and
liabilities were reflected at their historical bmsind amounts allocated to Metrocalissets and liabilities were ba
upon the purchase price and the estimated faiegadfi such assets and liabilities as of the matggr. Since Arch
was deemed the acquiring entity, Arch’s historfazncial results prior to the merger are refledtadughout this
Form 10-K/A.

Overview

We derive the majority of our revenues from fixednthly or other periodic fees charged to subscsitier
wireless messaging services. Such fees are notajlgngependent on usage. As long as a subscriaartains
service, operating results benefit from recurriagrmpent of these fees. Revenues are generally dbiyéne number
of units in service and the monthly charge per.uiriie number of units in service changes basedibscsibers
added, referred to as gross placements, less shdrscancellations, or disconnects. The net of gplacements and
disconnects is commonly referred to as net gaingsses of units in service. The absolute numberads
placements as well as the number of gross placemelative to average units in service in a penieterred to as
the gross placement rate, is monitored on a mofdys. Disconnects are also monitored on a mobtidjs. The
ratio of units disconnected in a period to avenagjés in service for the same period, called tiseainect rate, is an
indicator of our success retaining subscribers Wwlidmportant in order to maintain recurring revres and to
control operating expenses.

The following table sets forth our gross placemamis disconnects for the periods stated.

For the Year Ended December 31,
2002(a) 2003(a) 2004(b)
Gross Gross Gross
Placement: Disconnect: Placement: Disconnect: Placement: Disconnect:
(Units in thousands)

Direct 907 2,32 584 1,22 54C 1,17¢
Indirect 53C 1,69¢ 242 80¢€ 205 54¢
Total 1,43 4,021 82¢€ 2,02¢ 745 1,72¢

() Includes gross placements and disconnects of Anth

(b) Includes gross placements and disconnects of Aucthé year ended December 31, 2004 and Metrawathé
period November 16, 2004 to December 31, 2

The demand for one-way messaging services dealingdg the three years ended December 31, 2004yand
believe demand will continue to decline for thesfeable future. During 2002, units in service ekesed by
2,860,000 units, of which 2,584,000 were due tesstiber cancellations and 276,000 were due to &b
divestiture of Archs interest in two Canadian subsidiaries, whichltedun the financial results of these subsidit
no longer being consolidated into our financiatetaents commencing in December 2002. During 200i8s in
service decreased by 1,452,000 units as a resafievhtions. This decrease does not include thi#@udf
249,000 units which resulted from the reversahefemaining portion of the one-time, 1,000,000 taduction
recorded in the fourth quarter of 2000 for deforital differences and potential unit reductions eiséed with the
conversion and cleanup of accounts acquired ifPgeNet acquisition. Since Arch completed the caioe and
final review of these accounts, the remainder f piior unit reduction was recorded as a one-fimaeease in the
fourth quarter, which increased units in servicBatember 31, 2003.

During 2004, units in service increased 1,765,0fi6swdue to the addition of 2,744,000 units asgediavith the
Metrocall merger partially offset by the decreas8%9,000 units as a result of operations.

The other factor that contributes to revenue, witaah to the number of units in service, is thentidy charge
per unit. As previously discussed, the monthly ghas dependent on the subscriber’s service, erfagdographic
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coverage, whether the subscriber leases or ownadiseaging device and the number of units the mestbas on
his or her account. The ratio of revenues for #opeo the average units in service for the sam@gecommonly
referred to as average revenue per unit, is adegnue measurement as it indicates whether mocitialsges for
similar services and distribution channels aredasing or decreasing. Average revenue per unitdigitaition
channel and messaging service are monitored réguldre following table sets forth our average mwe per unit
by distribution channel for the periods stated.

For the Year Ended
December 31,
2002(a) 2003(a) 2004(b)

Direct $11.7¢  $11.5C $10.1%
Indirect 3.12 3.5% 4.0C
Consolidatec 9.4C 9.8t 9.17

() Includes average revenue per unit for Arch o

(b) Includes average revenue per unit for Arch forytear ended December 31, 2004 and Metrocall fopéned
November 16, 2004 to December 31, 2(

While average revenue per unit for similar serviged distribution channels is indicative of chanigesionthly
charges and the revenue rate applicable to nevesbbss, this measurement on a consolidated basifdcted by
several factors, most notably the mix of unitservice. Consolidated average revenue per unit deee$0.68 in
2004 from 2003. The 249,000 unit adjustment Arcldenia the fourth quarter of 2003 contributed $Mm#ahis
decrease. The remainder of the decrease was dnarpyito the change in composition of our custolvese as the
percentage of units in service attributable todamustomers continues to increase. The decreaseiage revenue
per unit in our direct distribution channel is thest significant indicator of rateslated changes in our revenues.
anticipate that average revenue per unit for owgctliunits in service will decline in future persdnd the decline
will be primarily due to the mix of messaging sees demanded by our customers, the percentagetoheers witl
fewer units in service and, to a lesser extentgla in monthly charges.

As discussed earlier, customers with more uniteiwice generally have lower monthly charges fonilar
services due to volume discounts and historicadlyehhad lower disconnect rates. Therefore, asdleeptage of
our direct units in service becomes more conceedrafith customers that have more units in sendsgonnect
rates should decline and our average revenue jitemay also decline as new placements may generaihg lower
revenue per unit than units that disconnect.

Our revenues were $818.7 million, $597.5 milliord &490.2 million for the years ended December 8022
2003 and 2004, respectively. The 2004 revenue dles$38.5 million of Metrocall revenue for the pérfrom
November 16 to December 31, 2004. As noted abbesjémand for our messaging services has decliverdius
three-year period and, as a result, operating esgparanagement and control are important to oundiaaresults.
Certain of our operating expenses are especialipitant to overall expense control; these operaipgenses are
categorized as follows:

* Service, rental and maintenancd& hese are expenses associated with the operddtair networks and the
provision of messaging services and consist largetglephone charges to deliver messages over our
networks, lease payments for transmitter locatan payroll expenses for our engineering and piageatir
functions.

« Selling and marketing.These are expenses associated with our direandirdct sales forces. This
classification consists primarily of salaries awdnmissions related to our gross placeme

» General and administrative.These are expenses associated with customecagirwentory management,
billing, collections, bad debts and other admiaiste functions

We review the percentages of these operating eggdongevenues on a regular basis. Even though the
operating expenses are classified as describedabrpense controls are also performed on a furadtExpense
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basis. In 2004, we incurred approximately 74% efttiree expense categories listed above, in thregidnal
expense categories: payroll and related experesse payments for transmitter locations and telepleapense.

Payroll and related expenses include wages, corangsncentives, employee benefits and relatedsawe
review the number of employees in major functiaskgories such as direct sales, customer sepaldlections an
inventory on a monthly basis. We also review thgigleand physical locations of functional groupsaatinuously
improve efficiency, to simplify organizational sttures and to minimize physical locations.

Lease payments for transmitter locations are lgrdependent on our messaging networks. As desciibed
“Messaging Networks and Licenses,” we operate |oeglional and nationwide one and two-way messaging
networks. These networks each require locationshioh to place transmitters, receivers and anten@aaerally,
lease payments are incurred for each transmitbatitin. Therefore, lease payments for transmitiestions are
highly dependent on the number of transmittersctvhin turn, is dependent on the number of netwdrkaddition,
these expenses generally do not vary directly thihnumber of subscribers or units in service, Wigcdetrimental
to our operating margin as revenues decline. lera@reduce this expense, we have an active protga
consolidate the number of networks and thus trattesmocations, which we refer to as network ragilozation. In
2003 and 2004, we removed 4,536 and 1,040 traresmittom various networks, respectively. As presigu
discussed, we plan to remove approximately 15%i0fl8,718 transmitters in 2005 in conjunction watir
integration activities.

Telephone expenses are incurred to interconneanessaging networks and to provide telephone nusriber
customer use, points of contact for customer seraitd connectivity among our offices. These expease
dependent on the number of units in service andtineber of office and network locations we maintdine
dependence on units in service is related to tinebew of telephone numbers provided to customerdtadumber
of telephone calls made to our call centers, thahghis not always a direct dependency. For exanthe number
or duration of telephone calls to our call centaes/ vary from period to period based on factorgothan the
number of units in service, which could cause tetg® expense to vary regardless of the numberits imnservice.
In addition, certain phone numbers we provide toaustomers may have a usage component based ounrtiteer
and duration of calls to the subscriber's messadadce. Therefore, based on the factors discusisede, absent
efforts that are underway to review telephone diicwentories and capacities and to reduce thebmurof
transmitter and office locations at which we oper#tlephone expenses do not necessarily varyaotdielationshi
to units in service.

The total of our cost of products sold; servicatatand maintenance; selling and marketing aneéigémand
administrative expenses was $315.0 million (redla®407.5 million (restated) and $330.6 millioadtated) for the
years ended December 31, 2002, 2003 and 2004 ctasghe. Since it is anticipated that demand foe @md twe
way messaging will continue to decline, expensectdns will continue to be necessary in orderudsito maintain
operating margins at current levels.

Results of Operations

As previously discussed, Arch and Metrocall mergedNovember 16, 2004. The results of operationscast
flows discussed below for 2004 include the opegatesults and cash flows of Arch for the twelve therended
December 31, 2004 and Metrocall for the period Maver 16, 2004 to December 31, 2004. For periods jwi
2004, the operating results and cash flows of Aurcits predecessor company are presented. In additie results
of operations discussed below also include ceddjastments associated with the Compamgstatement, which ¢
described in detail in Note 1 of the Notes to Cdidsted Financial Statements.
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Comparison of the Results of Operations for the Ye&nded December 31, 2004 and 2003

For the Year Ended December 31,

2003 2004 Change Between
% of % of 2003 and 2004
Amount Revenue Amount Revenue Amount %
(Amounts in thousands)
Revenues
Service, rental & maintenan: $571,98¢ 95.7% $470,75: 96.(% $(101,23Y) (17.7%
Product sale 25,48¢ 4.2 19,40¢ 4.C (6,080 (23.9

597,47¢ 100.C 490,16( 100.( (107,319 (18.0
Selected operating expens

Cost of products sol $ 5,58( 0. $ 4,34] 0.¢ $ (1,23) (22

Service, rental & maintenance (restat 189,29( 31.7 160,14« 32.7 (29,146 (15.9

Selling and marketin 45,63¢ 7.€ 36,08t 7.4 (9,554 (20.9

General and administrative (restat 166,94¢ 27.¢ 130,04¢ 26.t (36,907 (22.1)
REVENUES

Service, rental and maintenance revenues congisaply of recurring fees associated with the psown of
messaging services and rental of leased unitsuBtedles consist largely of revenues associattdtive sale of
devices and charges for leased devices that aretuohed. We do not differentiate between seraiug rental
revenues. The decrease in total revenues consistefi137.5 million decrease in recurring fees eissed with the
provision of messaging services and a $8.3 milliearease in revenues from device transaction®tetatthe
operations of Arch partially offset by recurringefeassociated with the provision of messaging ces\wof
$36.3 million and revenues from device and othirssansactions of $2.2 million related to theragiens of
Metrocall from November 16, 2004 to December 30020 he table below sets forth units in service @udirring
fees, the changes in each between 2003 and 200hestiange in revenue associated with differemctse
numbers of units in service and the average revpaueanit, known as ARPU.

Units in Service Revenue Change
2003 2004 Change 2003 2004 Due to ARPL  Due to Units
One-way messagin 4,147 5,67: 1,52¢ $468,95: $380,31. $ (22,09¢) $ (66,549
Two-way messagin 29C 52¢ 23¢ 103,03! 90,44( (6,709) (5,899
Total 4,437 6,20: 1,76% $571,98¢ $470,75. $ (28,80) $ (72,43)

As previously discussed, demand for messaginga@s\ias declined over the past several years and we
anticipate that it will continue to decline for tf@eseeable future, which will result in reducdn recurring fees
due to the lower volume of subscribers. Althougharefocused on customer retention, we cannot gecassurant
that we will be able to slow the rate of revenusseim experienced by Arch or Metrocall in past pesi

OPERATING EXPENSES

Cost of Products Sold Cost of products sold consists primarily of tlstdasis of devices sold to or lost by
our customers. The $1.2 million decrease in 2004 dvee primarily to lower numbers of device tranisast due to
lower units in service in 2004; partially offset $938,000 of costs of products sold related to bteti operations.
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Service, Rental and Maintenanc&ervice, rental and maintenance expenses cqmsisrily of the following
significant items:

For the Year Ended December 31,

2003 2004 Change Between
% of % of 2003 and 200«
Amount Revenut¢ Amount _ Revenue Amount %
(Dollars in thousands)
Lease payments for transmitter locatit $101,15( 16.9% $ 85,53( 17.0% $(15,62() (15.9%
Telephone related expens 36,70¢ 6.1 28,58’ 5.8 (8,120 (22.7)
Payroll and related expens 30,35( 5.1 26,41¢ 5.4 (3,935 (13.0
Fees paid to other network provid: 2,58t 0.4 2,19¢ 0.4 (389 (15.0
Operator dispatch fet 4,43¢ 0.7 3,481 0.7 (95%) (21.5)
Other (restatec 14,06: 2.4 13,93t 2.8 (128) (0.9
Total $189,29( 31.71% $160,14- 32.7% $29,14¢ (15.9%

As illustrated in the table above, service, reatal maintenance expenses decreased $29.1 millibb. 46
from 2003, however the percentage of these costs/emues increased as our revenue decreased Jolétving
is a discussion of each significant item listedwaho

» The decrease in lease payments for transmittetidmsaconsists of a decrease of $21.8 million pHytioffset
by $6.2 million of lease expenses from Metrocakgpions. As discussed earlier, we have reducedutrde
of transmitters in service in conjunction with netl consolidation plans. However, lease paymers ar
subject to underlying obligations contained in elease agreement, some of which do not allow fonéuiate
savings when our equipment is removed. Furthesgleaay consist of payments for multiple sets of
transmitters, antenna structures or network infugstires on a particular site. In some cases, wmeve only ¢
portion of the equipment to which the lease paymelates. Under these circumstances, reductiontofd
rent payments is often subject to negotiation amdsaccess is dependent on many factors, inclutieg
number of other sites we lease from the lessoratheunt and location of equipment remaining afsiteeand
the remaining term of the lease. Therefore, leagengnts for transmitter locations are generallgdiin the
short term, and as a result, to date, we haveewt bble to reduce these payments at the samasrdie rate
of decline in units in service and revenues, r@gyln an increase in these expenses as a pereeoitag
revenues

The decrease in telephone expenses reflected eadecof $10.0 million partially offset by $1.9 riaiti of
telephone expenses associated with Metrocall dpegtThe decrease related to Arch operations alated
to the consolidation of network facilities, lowesage-based charges due to declining units in searid
rationalization of telephone trunk capacities. Teerease in fees paid to other network provides duz
primarily to our efforts to migrate customers frother network providers to our networks and, tessér
extent, lower units in service. The decrease iape dispatch fees was due primarily to lower siitservic
and, to a lesser extent, the utilization of otheans to contact alphanumeric subscribers, sudiedsternet

Service, rental and maintenance payroll consigelgrof field technicians and their managers. Tairgtional
work group does not vary as closely to direct uimitservice as other work groups since these iddadis are
function of the number of networks we operate nathan the number of units in service on our neksor
Payroll for this category decreased $5.8 millioe guimarily to 65 fewer employees in 2004 and lower
overtime due to less network consolidation actiuity004, partially offset by $1.9 million from Metall
operations

* Other expenses include a decrease of $2.5 mili@DD3 and a decrease of $0.5 million in 2004 dwedain
on deconstructing transmitters at a cost less ttaestimated fair value of the related assetergiint
obligation liability.

Selling and Marketing. Selling and marketing expenses consist primafilyayroll and related expense.
Selling and marketing payroll and related expenlgeseased $9.6 million or 20.9% over 2003. Thigekse was

23




Table of Contents

due primarily to a decrease in the number of sapsesentatives and sales management which restdtacbur
continuing efforts to maintain or improve sales®productivity throughout the year, and staffiaguctions
completed after the merger closing.

General and Administrative Expense&eneral and administrative expenses consistedfalfowing significan

items:
For the Year Ended December 31
2003 2004 Change Between
% of % of 2003 and 2004
Amount Revenue¢ Amount Revenue Amount %
(Dollars in thousands)
Payroll and related expens $ 81,51¢ 13.¢% $ 56,13: 11.5% $(25,38¢) (31.)%
Bad deb 8,24 1.4 3,78¢ 0.8 (4,45¢) (54.)
Facility expense 17,52¢ 2.6 15,87: 3.2 (1,656 (9.9
Telephone 10,07¢ 1.7 7,06t 1.4 (3,010 (29.9
Outside service 13,64: 2.3 14,31¢ 2.9 674 4.9
Taxes and permits (restate 9,59¢ 1.€ 12,71¢ 2.6 3,121 32t
Other 26,34 4.4 20,15¢ 4.1 (6,18€) (23.5)
Total $166,94¢ 27.9% $130,04¢ 26.5% $(36,907) (22.1)%

As illustrated in the table above, general and aistrative expenses decreased $36.9 million froenytar
ended December 31, 2003 and the percentage oftbeteto revenue also decreased, primarily dieater payroll
and related expenses and bad debt expense. Fajlésvendiscussion of each significant item listbd\ae:

» General and administrative payroll and related agpe include employees in customer service, invgnto
collections, finance and other administrative fiorts as well as executive management. Certainasieth
functions vary with direct units in service andréfere we anticipate staffing reductions over tegtrseveral
quarters in conjunction with the integration of Armnd Metrocall. The decrease in this category pviasarily
due to lower average number of employees. In addibonus expense was $7.9 million less due togdsim
the 2004 bonus plan and a lower number of partitgpen the current yea

» The decrease in bad debt expenses reflected aadeav€$5.3 million related partially offset by 83100
related to Metrocall operations. The decrease thdebt expense was due to improved collectiond@mer
levels of overall accounts receivable, which reshifrom decreases in revenues as described a

» The decrease in telephone expenses consists of affiBon decrease partially offset by $678,00@&red to
Metrocall operations. The decrease in telephoneresgs was due primarily to fewer calls to call eentlue
to fewer units in service and the reduction of jitaidocations at which we operate

« Outside services consists primarily of costs asdgediwith printing and mailing invoices, outsourcedtome
service, temporary help and various professiores.féhe increase in 2004 was due primarily to highe
outsourced customer service of $2.1 million as veeed additional smaller accounts to our third-party
provider during 2004 and professional fees of $iillon associated with the documentation and tegsti
requirements of section 404 of the Sarbanes-Oxk#yoA2002 and the additional audit work requiree do
the merger. These increases were partially offgédwer billing costs of $889,000 due to fewer cmsérs.

* Taxes and permits increased by $0.8 million and@ $tillion for 2003 and 2004, respectively, as ailesf the
restatement described in Note 1 of the Notes tcs6ladated Financial Statements. Taxes and permitsist
primarily of property, franchise and gross recetptes. The change from 2003 to 2004 consists pityat
expenses of $1.8 million related to Metrocall opierss, and an increase of $1.3 million due prinyaidl gross
receipts taxes enacted in several jurisdictioriZ0iod.

» Other expenses consist primarily of postage andesspmail costs associated with the shipping aceipeof
messaging devices, repairs and maintenance assbeidh computer hardware and software, insuri
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and bank fees associated with lockbox and othéries. The largest components of the reductioothrer
expense in 2004 related to insurance of $2.2 millind express mail and supply costs of $2.4 millidre
reduction related to insurance expense was dueaghynto lower premiums in the current year. Théugtion
in express mail and supplies was due to fewer shipsnof messaging devices as a result of lower eusmdf
units in service

Depreciation, Amortization and AccretiorDepreciation, amortization and accretion expéas2004 includes
$7.2 million decrease in expense associated wigtréstatement. See Note 1 of the Notes to CoratelidFinancial
Statements for further information. Depreciatiomoatization and accretion expense decreased to.@b@iflion
(restated) for the year ended December 31, 2004 $1529.7 million (restated) for the same perio@®3. The
decrease in depreciation, amortization and aceretipense of $22.1 million between 2003 and 2004 arily
consisted of the following: (a) a reduction of ¥l million due to fully depreciated paging infrastiure assets, (b) a
reduction of $0.7 million due to the change inéixpected useful life of the Arch paging infrasturet (c) an
increase of $1.9 million due to addition of Metrlsgpaging infrastructure as of November 16, 20@8,an
$11.4 million reduction in depreciation expensenanily due to lower paging device depreciation liexgefrom
reduced subscriptions, and (e) a $0.7 million rédndn accretion expense due to the change inor&ttiming of
the expected deconstruction of the combined pagatgork infrastructure.

Stock Based Compensatiorstock-based compensation decreased to $4.9 mitiothe year ended
December 31, 2004 from $6.2 million for the sameqaein 2003. The decrease is primarily the restilower
compensation costs associated with the long-termagement incentive plan and lower compensationresge
associated with common stock and options to puechasmon stock previously issued to managementrend
board of directors. The decrease in compensatistiretated to restricted stock was due largelhérepurchase of
restricted stock previously issued to certain mambémanagement in conjunction with their termiort

Severance and RestructuringSeverance expenses decreased from $16.7 miilia@03 to $11.9 million in
2004 primarily because of staff reductions undemalzy Arch in conjunction with its merger with Metall.
Restructuring charges of $11.5 million and $3.Qiarilfor 2003 and 2004, respectively, relate tdaarlease
agreements for transmitter locations. Under thmsesf these agreements, we are required to paymamiamounts
for a designated number of transmitter locatiormwelver, we determined the designated number o$inéter
locations were in excess of current and anticipatstls and we ceased to use these locations. Miaénieg
balance of this reserve for lease obligation cos%3.5 million will be paid over the next two qtexs.

Interest Expense.Interest expense decreased to $6.4 million ferytar ended December 31, 2004 from
$19.8 million for the same period in 2003. Thismase was due to the repayment of Arch’s 12% ratdday 28,
2004 partially offset by $1.2 million of expensesasiated with the $140.0 million of debt incurredpartially fund
the cash election to former Metrocall shareholdteesccordance with the terms of the merger agreen®en
December 20, 2004, we repaid $45.0 million of thdG0 million and have made additional principajrpants
subsequent to December 31, 2004 of $28.5 milliooudh March 1, 2005.

Income Tax ExpenseFor the years ended December 31, 2003 and Dece&8hp2004, the Company
recognized an income tax provision of $5.3 mill{oestated) and $16.8 million (restated), respelstiviss describet
in Note 1 of the Notes to Consolidated Financiak&nents, these provisions were restated to incdfetments to
state NOLs, a change in the expected applicableataxthe correction of errors made concerningakevasis of
depreciable and amortizable assets some of which subject to limitations imposed by the IRC, attico
miscellaneous adjustments. See Note 7 of the Not€snsolidated Financial Statements for a detallsdussion o
the provision calculations and the associated eplple tax rates. We anticipate recognition of mimvis for income
taxes to be required for the foreseeable future.

Comparison of the Results of Operations for the Ye&nded December 31, 2002 and 2003

On May 29, 2002, Arch emerged from proceedings u@thapter 11 of the bankruptcy code. Pursuansto it
plan of reorganization, all of Arch’s former equdgcurities were cancelled and the holders of aqpeately
$1.8 billion of its former indebtedness receivedusiies which represented substantially all ofcitmsolidated
capitalization, consisting of $200 million aggregatincipal amount of 10% senior subordinated sstaotes
(which was fully repaid by Arch by September 30020 $100 million aggregate principal amount of
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12% subordinated secured compounding notes (whiashfully repaid by Arch by May 28, 2004) and apjmately
95% of new Arch common stock.

For financial statement purposes, Arch’s resultsperations and cash flows have been separatag-aaml
postMay 31, 2002 due to a change in basis of accoummitige underlying assets and liabilities. See Noté Notes
to Consolidated Financial Statements. For purpos#e following discussion we refer to Arch’s résiprior to
May 31, 2002 as results for Arch’s predecessor @m@nd we refer to Arch’s results after May 3102@s results
for Arch’s reorganized company. The results ofrd@rganized company and the predecessor compatiyefowo
years ended December 31, 2003 are discussed Hetwever, for the reasons described in Note 2 ardidwthel
non-recurring adjustments, certain aspects of tedgressor company financial statements for thegmbefore
Arch emerged from bankruptcy are not comparabteeaeorganized comparsyfinancial statements. The followi
items are particularly noteworthy:

* a gain of $1.6 billion was recognized in May 206&hf the discharge and termination of debt upon gerere
from bankruptcy

* a gain of $47.9 million was recognized in May 2@Le to fresh start accounting adjustme

* reorganization expenses of $22.5 million and $218am were recognized in the five months ended Ny
2002 and the seven months ended December 31, 28Qi&ctively, anc

* Arch did not accrue $76.0 million of contractuaierest while it operated in bankruptcy for the fimenths
ended May 31, 200:

For the Year Ended,

2002 2003 Change Between
% of % of 2002 and 2003
Amount Revenue Amount Revenue Amount %
Restated Restated
(Amounts in thousands)
Revenue:

Service, rental & maintenan $784,16t 95.6% $571,98¢ 95.7% $(212,17) (27.0%
Product sale 34,56: 4.2 25,48¢ 4.3 (9,079 (26.9)

$818,72¢ 100.C $597,47¢ 100.C $(221,25) (27.0%
Selected operating expens

Cost of products sol $ 18,16¢ 22 $ 5,58 0.2 $ (12,58¢) (69.9)

Service, rental & maintenance (restat 238,60: 29.1 189,29( 31.7 (49,317 (20.7)

Selling and marketin 73,21( 8.¢ 45,63¢ 7.€ (27,577) (37.7)

General and administrative (restat 253,46. 31.C 166,94¢ 27.¢ (86,519 (34.))
REVENUES

Service, rental and maintenance revenues congisaply of recurring fees associated with the psown of
messaging services and rental of leased unitsuBtedles consist largely of revenues associattdtive sale of
devices and charges for leased devices that aretuwhed. Device sales represented less than 1@8tabrevenues
for the years ended December 31, 2002 and 2003dd¢rease in revenues consisted of a $212.2 mdiéanease i
recurring fees associated with the provision ofsagsg services and a $9.1 million decrease innes® from
device transactions. The table below sets forttsuniservice and recurring fees, the changesdh ea
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between 2002 and 2003 and the change in revenaeiass with differences in the numbers of unitsenvice and
the average revenue per unit, known as ARPU.

Revenue
Units in Service Change du¢ Change du
2002 2003 Change 2002 2003 Change to ARPU to Units
One-way messagin 5,28t 4,147 (1,141) $660,69: $468,95: $(191,74() $ 5,77/ $(197,51)
Two-way messagin 35: 29C  (62) 123,47. 103,03 (20,43) (14,069 (6,377
Total 5,64( 4,437 (1,209 $784,16¢ $571,98¢ $(212,17) $ (8,297 $(203,88f)

OPERATING EXPENSES

Cost of Products Sold.Cost of products sold consists of the cost bafsifevices sold to or lost by our
customers. The $12.6 million decrease in this egpém 2003 was due to the revaluation of devicéshihat
occurred upon Arch’s emergence from Chapter 11 &y 002 and to lower numbers of device transactimesto
fewer units in service in 2003.

Service, Rental and Maintenancé&ervice, rental and maintenance expenses cathgistaarily of the
following significant items:

For the Year Ended,

2002 2003 Change Between
% of % of 2002 and 2003
Amount Revenug¢ Amount Revenue Amount %
Lease payments for transmitter locatit $115,91( 14.2% $101,15( 16.9% $(14,76() (12.0)%
Telephone related expens 55,18: 6.7 36,70¢ 6.2 (18,479 (33.5
Payroll and related expens 37,08¢ 4.t 30,35( 5.1 (6,73¢) (18.2)
Fees paid to other network provid: 7,672 0.¢ 2,58t 04 (5,087 (66.%)
Operator dispatch fes 5,751 0.7 4,43¢ 0.7 (1,317 (22.9
Other (restatec 16,99¢ 2.1 14,06 2.4 (2,936) (17.3)
Total $238,60: 29.1% $189,29( 31.7% $(49,31) (20.9%

As illustrated in the table above, service, reatal maintenance expenses decreased $49.3 mikionZ002 to
2003, however the percentage of these costs touegdncreased, primarily due to lease paymentsdosmitter
locations. As discussed earlier, Arch reduced timabrer of transmitters in service in conjunctionhaits network
consolidation plans. Following is a discussion afle significant item listed above:

* The decrease in telephone expenses resulted frangsassociated with the consolidation of network
facilities, lower usage-based charges due to daglinnits in service and rationalization of telepadrunk
capacities

» The decrease in fees paid to other network prosidexs due primarily to Arch’s efforts to migratestamers
from other network providers to its networks amdatiesser extent, lower units in servi

» The decrease in operator dispatch fees was duaiplgrto lower units in service and, to a lesseeak the
utilization of other means to contact alphanumstibscribers, such as the Inten

* Service, rental and maintenance payroll and relexgenses consist largely of field technicians thed
managers. This functional work group does not earglosely to direct units in service as other wgndups
since these individuals are a function of the nunab@etworks Arch operates rather than the nunobenits
in service on the networks. In 2003, Arch maintdiheyher staffing levels as they removed 4,536dmatters
in conjunction with its network consolidation effeu

Selling and Marketing. Selling and marketing consists primarily of pdyamd related expenses. The decrease
in selling and marketing payroll expenses was diregily to a decrease in the number of sales
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representatives and sales management which restdtadArch’s continuing efforts to maintain or ingwe sales
force productivity.

General and Administrative.General and administrative expenses consisteofafowing significant items:

For the Year Ended, Change Between
2002 2003 2002 and 2003
Amount % of Revenue Amount % of Revenue Amount %
Payroll and related expens $123,27. 15.1% $ 81,51¢ 13.6% $(41,759) (33.9%
Bad debt 35,25¢ 4.3 8,24 1.4 (27,009 (76.6)
Facility expense 21,71 2.7 17,52¢ 2.8 (4,182 (19.9
Telephone 15,38¢ 1.9 10,07¢ 1.7 (5,309 (34.5)
Outside service 14,45¢ 1.8 13,64: 2.3 (813 (5.6
Taxes and permits (restate 6,54( 0.8 9,59¢ 1.€ 3,055 46.7
Other 36,84 4.4 26,34 4.4 (10,507 (28.5)
Total $253,46: 31.(% $166,94¢ 27.% $(86,519) (34.1)%

As illustrated in the table above, general and aistrative expenses decreased $86.5 million froenytar
ended December 31, 2002 and the percentage oftbeteto revenue also decreased, primarily dieater payroll
and related expenses and bad debt expense. Fajlésvindiscussion of each significant item listbd\ee:

» The decrease in payroll and related expenses watdulower number of employees in this category a
December 31, 2003. In particular, the 1,141 fevnepleyees was due primarily to the improvement i rtdtic
of direct units in service per employee, in variaugk groups, such as customer service, collections
inventory.

* The decrease in bad debt expense was due to intboollections and lower levels of overall accounts
receivable, which resulted from decreases in resgms described aboy

» The $4.2 million decrease in facilities expense dizes to the closure of various office facilitiescionjunction
with Arch’s efforts to reduce the number of physical locaianwhich it operater

» The decrease in telephone expense was due print@afiyver calls to Arch’s call centers due to lesgs in
service and the reduction of physical locationslsth it operated

» Taxes and permits is mostly represented by propkagnchise and gross receipts taxes. The inciea203
was due primarily to Arch’s 2002 operating experieekiding approximately $14.9 million of items tha
either did not recur or occurred at lower rate2003. During the fourth quarter of 2003, Arch reslliits
estimates for future sales and property tax liaédiby $1.1 million and $2.0 million, respectivelyhich
resulted in lower taxes and permits expense fogttegterly and annual results. In addition, taxes @ermits
increased by $0.8 million in 2003 and by $0.5 moiilin 2002 as a result of the restatement descitbbidte 1
to the Notes to Consolidated Financial Statemdiitsse restated amounts reduced the net changeénade
and administrative expenses from year to year 868 million before the restatement to $86.5 wnillas
shown above

Depreciation, Amortization and AccretiorDepreciation, amortization and accretion expéas2003 includes
$10.4 million increase in expense associated ithrestatement. See Note 1 of the Notes to Catetelil Financie
Statements for further information. Depreciatiomoatization and accretion expense decreased to. $h2idlion for
the year ended December 31, 2003 from $192.9 mifto the same period in 2002. This decrease wagdmarily
to the change in fixed asset values recorded shfstart accounting and certain assets becomitygdepreciated.
At fresh-start messaging devices were recorded waitlous estimated useful lives and in November222@d May
2003, two of these layers became fully-depreciegediting in a reduction in depreciation expensapgroximately
$21.3 million in 2003. In addition to this decrea®@03 depreciation expense was $12.1 million Iotivan 2002 du
to the effect of a change in estimated useful Iivfesertain one-way transmission equipment record&002. The
remaining decrease was due to the reduction irsgtepreciable bases, which occurred upon freshasteounting,
and lower amounts of capital expenditures. In éoltitcthanges
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in accounting for the ARO associated with thisatshent resulted in an increase in depreciatiooytaation and
accretion expense of $4.1 million.

Stock Based Compensatiorstock-based and other compensation decreasdd2ailion for the year ended
December 31, 2003 from $7.0 million for the sameqaein 2002. The decrease is primarily the restilower
compensation costs associated with the long-termagement incentive plan and lower compensationresge
associated with common stock and options to puechammon stock previously issued to managementtend
board of directors.

Severance and Restructuringn the year ended December 31, 2003 we recomrlestance and restructuring
costs of $16.7 million, of which $11.5 million islated to certain lease agreements for transnhiitations. Under
the terms of these agreements, we are requireaytonnimum amounts for a designated number of trétter
locations. However, we determined the designatedb®u of transmitter locations was in excess ofauirent and
anticipated needs and we ceased to use the losalibe remaining balance of the transmitter leaserve of
$3.5 million will be paid over the next two quageSeverance and restructuring costs also corfsi&.® million of
severance charges resulting from staff reductisrtbe Company continued to match its employee s$eteel
operational requirements.

Interest Expense.Interest expense decreased to $19.8 millionheryear ended December 31, 2003 from
$20.9 million for the same period in 2002. Due tel&s filing for protection under Chapter 11, iddiot record
interest expense on its debt from December 6, 2@@ugh May 31, 2002. Contractual interest that meither
accrued nor recorded on debt incurred by Arch feeitsremergence from bankruptcy was $76.0 millmrtlie five
months ended May 31, 2002. During the year endext@ber 31, 2003, Arch completed the redemptiotsof i
10% notes and entered into several transactioregitece the balance of its 12% notes, including:

* in October 2003, the repurchase and retiremenotasnwith $22.4 million aggregate compounded ve
« the mandatory redemption of $2.7 million compoundaldie on November 15, 20C

» the optional redemption of $11.8 million and $13lioa compounded value on November 20 and
December 31, 2003, respective

« the announcement on December 31, 2003 of the @btredemption of $10 million compounded value which
was made on January 30, 2004,

* subsequent to December 31, 2003, announced trenaptedemption of an additional $10 million
compounded value to be made in March 2(

The completion of the repayment of its 10% notebtae transactions described above resulted inrlowe
average debt during 2003.

Reorganization Iltems.Reorganization items were $25.3 million and $@illion for the years ended
December 31, 2002 and 2003, respectively. Thesensegs consisted of professional and other feesiasst with
Arch’s bankruptcy proceedings. Arch did not incign#ficant reorganization items in the year endet&mber 31,
2003 due to its emergence from Chapter 11 in M&®220

Income Tax ExpenseFor the year ended December 31, 2003, the Compaognized a $5.3 million (restat
income tax provision. As noted in this restatemtis, provision includes adjustments to state N@hg depreciab
& amortizable asset bases, some of which are sugjéederal limitations. Note 7 of the Notes tonSolidated
Financial Statements includes a detailed discussidime provision calculation and the expected iapple tax rate.
The income tax provision for the period ended Dduen31, 2002, was $2.3 million.

Liquidity and Capital Resources

Overview

Based on current and anticipated levels of opearafize anticipate net cash provided by operatitigities,
together with $47.0 million of cash on hand at Deber 31, 2004, will be adequate to meet our argteiph cash
requirements for the foreseeable future.
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In the event that net cash provided by operatitiyiies and cash on hand is not sufficient to nfagire cash
requirements, we may be required to reduce planapital expenditures, sell assets or seek additfarancing. We
can provide no assurance that reductions in planapital expenditures or proceeds from asset sajefd be
sufficient to cover shortfalls in available cashlwat additional financing would be available oceutable terms.

Sources of Funds

Our principal sources of cash are net cash provigegperating activities plus cash on hand.

CASH FLOWS

Our net cash flows from operating, investing améificing activities for the periods indicated in thiele below
were as follows:

Year Ended December 31,

2002 2003 2004

(Dollars in millions)
Net cash provided by operating activit $206.7 $181.z $114.:
Net cash (used in) provided by investing activi $ (85.7) $ (22.00 $(133.9)
Net cash provided by/ (used in) financing actiw $(156.00 $(161.9 $ 31.¢

Net Cash Provided by Operating Activitied\s discussed above, we are dependent on cash fiom
operating activities to meet our cash requiremeé@ash from operating activities varies dependingloanges in
various working capital items including deferredl@rues, accounts payable, accounts receivableaigregppenses
and various accrued expenses. The following tatdieides the significant cash receipt and experslitomponents
of our cash flows from operating activities for {heriods indicated and sets forth the change betweeindicated
periods (in thousands):

Year Ended December 31

2003 2004 Increase (Decrease
Cash received from custome $606,17:  $492,71( $ (113,469
Cash paid fo—
Payroll and related expens 163,39! 132,67. (30,727
Lease payments for tower locatic 101,43t 96,28¢ (5,159
Telephone expens: 49,96¢ 37,29( 12,67¢
Interest expens 15,03: 6,96¢ 8,061
Other operating expens 95,09 105,23: 10,13¢

Net cash provided by operating activities for thelve months ended December 31, 2004 decreased
$67.0 million from the same period in 2003 due ity to the following:

» Cash received from customers decreased $113.®miili2004 compared to the same period in 2003 Thi
measure consists of revenues and direct taxes bileustomers adjusted for changes in accountividale,
deferred revenue and tax withholding amounts. Tewahse was due primarily to revenue declines of
$107.3 million, as discussed earlier, and a loviiange in accounts receivable of $16.4 million i020
compared to $11.7 million in 2004. The change koaaots receivable was due to lower billings reaglfrom
fewer units in service, lower revenue and more lifrpayments from our custome

» Cash payments for payroll and related expensegadsed $30.7 million due primarily to lower payroll
expenses of $39.4 million, as discussed aboveapamffset by $5.0 million of lower accruals farcentives
and other payroll amounts and higher severancensegeof $3.7 million

* Lease payments for tower locations decreased $#lidarmThis decrease was due primarily to savings
associated with network rationalization discusdsalva, offset by rent payments applied to the prestio
established restructuring reserve. As discussdigedhe remaining balance of the restructuringeree will
be paid over the next two quarte
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» Cash used for telephone related expenditures dssmtel 2.7 million in 2004 compared to the sameopédri
2003. This decrease was due primarily to factoesgmted above in the discussions of service, ranthl
maintenance expense and general and administexpanses

» The decrease in interest payments for the twelvetinsoended December 31, 2004 compared to the same
period in 2003 was due to the repayment of ArcR%hotes in May 2004. From June 2004 through
November 16, 2004 we had no Il-term debt outstanding. On November 16, 2004 weobard
$140.0 million to partially fund a portion of thash election in conjunction with the merger. Pt@r
December 31, 2004, we repaid $45.0 million of ppatand subsequent to December 31, 2004 and throug
March 1, 2005 we repaid $28.5 million of principéle anticipate repaying the remaining balance efidhng-
term debt during 200!

 Cash payments for other expenses primarily incluepairs and maintenance, outside services, facditts,
taxes and permits, office and various other expenlee increase in these payments was primarifeelto
lower balances of accounts payable and other ag@xgenses in the current year and higher payni@nts
taxes and permits of $3.1 million partially offsstlower office expenses of $2.0 million and insw=
expense of $1.9 millior

We believe net cash provided by operating actiwiidl increase in 2005 as our results will reflde results ¢
Metrocall for the full period. However, cash proeilby operating activities is significantly impattey cash
received from customers and the level of paymehtsiovarious operating expenses. As previouslgudised, we
believe demand for our messaging services williooetto decline for the foreseeable future andetfoee our
ability to reduce operating expenses through otioua cost reduction and integration activities wé a significant
determinant in the level of our future cash prouithy operating activities.

Net Cash (Used In) Provided By Investing Activitiddet cash (used in) provided by investing actgtin 200.
increased $111.7 million from the same period i620ue primarily to recording the Metrocall mergsrprevious!
discussed. Our business requires funds to finamgitat expenditures which primarily include the ghase and
repair of paging and messaging devices, systentrangmission equipment and information systemsit@lap
expenditures for 2004 of $19.2 million consistetnarily of the purchase of messaging devices apeeditures
related to transmission and information systemspeqent offset by $3.0 million of net proceeds frim sale of
buildings and other assets. Capital expendituresedsed $6.2 million from 2003 due primarily to &vwpurchases
of messaging devices and a decrease in the aveoagper unit. The amount of capital we will reguin the future
will depend on a number of factors, including thentoer of existing subscriber devices to be replattednumber
of gross placements, technological developmentapetitive conditions and the nature and timing af strategy to
integrate and consolidate our networks. In 2005em@ect capital expenditures of $25.0 to $30.0iomland expect
to fund such requirements from net cash providedg®rating activities. Investing activities in 20€@nsisted
primarily of capital expenditures of $25.4 millioet of proceeds from the sale of buildings and ratissets of
approximately $3.2 million.

Net Cash Provided By (Used In) Financing ActivitigNet cash provided by (used in) financing actbatin
2004 increased $193.8 million from the same peinazD03. In November 2004 as discussed below, webhed
$140.0 million to fund the cash consideration edaio the Metrocall merger. Also in 2004, Arch u$60.0 million
of net cash provided by operating activities toeed its 12% notes and $3.1 million for the purchadesasury
shares. In December, we repaid $45 million of tim@ant borrowed in conjunction with the merger. Asch
financing activities in 2003 consisted solely ghagment of debt of $161.9 million.

Borrowings. In connection with the merger, we borrowed $14filllon under a credit agreement that matt
in November 2006. These proceeds along with casthAith and Metrocall generated from operatingvégtis prior
to the effective date of the merger was used td the $150.0 million cash consideration distributegurchase
Metrocall common stock. We repaid $45.0 milliortlod aggregate principal amount outstanding on Dbeer20,
2004 and as of December 31, 2004, we had $95.mdlutstanding. Subsequent to December 31, 2004 an
through March 1, 2005, we made additional optiqgmmadcipal prepayments of $18.5 million and a maodat
principal prepayment of $10.0 million reducing thestanding principal amount to $66.5 million as of
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March 1, 2005. The following table describes oungpal borrowings at December 31, 2004 and astatidebt
service requirements.

Required
Value Interest Maturity Date Repayments
$95.0 million London InterBank Offered Rate November 16 See below

plus 250 basis poin 2006

We are required to make mandatory prepaymentsimipal amounts outstanding at least once a quarter
under certain circumstances. Mandatory prepaynaetsequired:

» Once each quarter on or about February 16, Mayulg,16, and November 16, 2005 and 2006; the amufunt
prepayment is equal to the remaining principal tamiding under the credit agreement on the mandatory
prepayment date divided by the number of quariem®ypayments remaining prior to the maturity d

« out of the net proceeds of asset s¢
« out of the net cash proceeds from the issuancelufat preferred stocl
« out of 50% of the net cash proceeds from our isseiaf common equity

« out of specified kinds of insurance (to the extettcash proceeds exceed $5.0 million) and condéonna
proceeds in excess of replacement amounts

* 50% of excess cash flows, as defined in the team Bgreement, as determined December 31, :

We are also permitted to make optional prepaymevitiput prepayment penalty, provided that eachoopt
prepayment exceeds $1.0 million.

The credit agreement includes certain provisionlvimpose restrictions or requirements on us uidiclg the
following:

* prohibition on restricted payments, including cdshdends;
« prohibition on incurring additional indebtedne
» prohibition on liens on our asse

« prohibition on making or maintaining investmentsnis and advances except for permitted cash-egquival
type instruments

« prohibition on certain sales and leaseback traises;

« prohibition on mergers and consolidations or safesssets outside the ordinary course of business o
unrelated to the integration of Arch and Metroc

« prohibition on transactions with affiliates; a

» Compliance with certain quarterly and financial eoants including, but not limited to: (1) maximuotat
leverage; (2) minimum interest coverage and (3)imam annual capital expenditure

We were in compliance with our financial covenaait®ecember 31, 2004.

Commitments

Contractual Obligations. As of December 31, 2004, our contractual payméfigations under our long-term
debt agreements and operating leases for officéarandmitter locations are indicated in the taldotw. For
purposes of the table below, purchase obligatioaslafined as agreements to purchase goods ocasithiat are
enforceable and legally binding and that specifgighificant terms, including: fixed or minimum gnutities to be
purchased; fixed, minimum or variable pricing psdons; and the approximate timing of transactidimese
obligations primarily relate to devices and certalephone expenses. The amounts are based oorttaictual
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commitments; however, it is possible we may be &bleegotiate lower payments if we choose to éwdse
contracts before their expiration date.

Payments Due by Period

Less than More than
Total 1 year 1-3 years 4-5 years 5 years
(Dollars in thousands)

Long-term debt obligations and accrued inte $ 95547 $ 48,047 $4750 $ — $ —
Operating lease obligatiol 286,44( 111,12: 129,69: 40,76¢ 4,85
Purchase obligatior 24,48: 12,80¢ 11,67¢ — —
Other GAAP liabilities 19,97 6,371 8,99: 1,23¢ 3,371
Total $426,44. $178,34' $197,86¢ $42,00¢0 $ 8,22¢

Off-Balance Sheet Arrangement®Ve do not have any relationships with unconstdéidantities or financial
partnerships, such as entities often referred girastured finance or special purpose entitieschvivould have
been established for the purpose of facilitatifgbaiiance sheet arrangements or other contractoatipw or
limited purposes. As such, we are not exposedydiaancing, liquidity, market or credit risk thaduld arise if we
had engaged in such relationships.

Inflation

Inflation has not had a material effect on our agiens to date. System equipment and operating taste not
increased in price and the price of wireless masgadgvices has tended to decline in recent y&ais.reduction ir
costs has generally been reflected in lower pritesged to subscribers who purchase their wirelessaging
devices. Our general operating expenses, sucHasalease payments for transmitter locationgleyee benefil
and occupancy costs, are subject to normal inflatip pressures.

Application of Critical Accounting Policies

The preceding discussion and analysis of finarmmatition and results of operations are based on ou
consolidated financial statements, which have lpgepared in conformity with accounting principlengrally
accepted in the United States of America. The pegjmm of these financial statements requires mameegpt to
make estimates and judgments that affect the regh@rnounts of assets, liabilities, revenues, exgseasd related
disclosures. On an on-going basis, we evaluatmatts and assumptions, including but not limitethtse related
to the impairment of long-lived assets, allowanfcesioubtful accounts and service credits, revargegnition,
asset retirement obligations, restructuring researel income taxes. We base our estimates onibédtexperience
and various other assumptions that are believée teasonable under the circumstances, the reduitisich form
the basis for making judgments about the carryailges of assets and liabilities. Actual results miffer from
these estimates under different assumptions orittomsl

Impairment of Long-Lived Assets

In accordance with SFAS No. 144¢counting for the Impairment or Disposal of Lonigdd Assetsknown as
SFAS No. 144, we are required to evaluate the tayyalue of our long-lived assets and certainngthle assets.
SFAS No. 144 first requires an assessment of whetfmimstances currently exist which suggest Hreying value
of long-lived assets may not be recoverable. Atdbmwer 31, 2004, we did not believe any such cantexisted.
Had these conditions existed, we would assessetiaverability of the carrying value of our longdiv assets and
certain intangible assets based on estimated undised cash flows to be generated from such asseissessing
the recoverability of these assets, we would haggepted estimated enterprise-level cash flowsdasevarious
operating assumptions such as average revenuapediaconnect rates, and sales and workforceymtddty
ratios. If the projection of undiscounted cash #adid not exceed the carrying value of the longdiassets, we
would be required to record an impairment charghécextent the carrying value exceeded the fdirevaf such
assets.
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Intangible assets were recorded in accordanceSHRS No. 141 and are being amortized over periods
generally ranging from one to five years. Goodwills also recorded in conjunction with the Metrooadirger. The
goodwill will not be amortized but will be testearfimpairment annually. In accordance with SFAS M2,
Goodwill and Other Intangible Assetf)SA Mobility has selected the fourth quarter &fprm this annual
impairment test which requires the comparison effttir value of the reporting unit to its carryiagount to
determine if there is potential impairment. If fa@ value of the reporting unit is less than igsrging value, an
impairment loss is required to be recorded to ttierg of the excess of the carrying value overittingied value of
goodwill. The fair value for the reporting unit Wile determined based upon discounted cash flowsgeh
multiples or appraised values as appropriate.

Allowances for Doubtful Accounts and Service Cretlit

We record two allowances against our gross accaentsvable balance: an allowance for doubtful aot®
and an allowance for service credits. ProvisiomgHese allowances are recorded on a monthly basisare
included as a component of general and adminis&r&xpense and a reduction of revenue, respectively

Estimates are used in determining the allowanceddabtful accounts and are based on historicagéctidin
experience, current trends and a percentage @ctwunts receivable aging categories. In determithiase
percentages we review historical write-offs, indghgdcomparisons of write-offs to provisions for ddful accounts
and as a percentage of revenues. We compare ib@f#te reserve to gross receivables to histbhaeels and we
monitor amounts collected and related statistias. @lowance for doubtful accounts was $5.0 millad
$3.8 million at December 31, 2003 and 2004, resypelgt While write-offs of customer accounts havstdrically
been within our expectations and the provisional#isthed, we cannot guarantee that future voffeexperience wi
be consistent with historical experience, whichldaasult in material differences in the allowarfcedoubtful
accounts and related provisions.

The allowance for service credits and related @ions are based on historical credit percentagesent credit
and aging trends and days billings outstanding sOljings outstanding is determined by dividing ttaily average
of amounts billed to customers into the accourteiv@ble balance. This approach is used becauserd accurate
represents the amounts included in accounts rdgeiaad minimizes fluctuations that occur in dagles
outstanding due to the billing of quarterly, semiraal and annual contracts and the associateduevhat is
deferred. A range is developed and an allowanoecisrded within that range based on our assesshéends in
days billings outstanding, aging characteristicd atther operating factors. Our allowance for sendedits was
$3.6 million and $4.5 million at December 31, 2@0®I 2004, respectively. While credits issued haentwithin
our expectations and the provisions established;amaot guarantee that future credit experiencebeitonsistent
with historical experience, which could result iaterial differences in the allowance for servicedits and related
provisions.

Revenue Recognition

Our revenue consists primarily of monthly serviod tease fees charged to customers on a monthaytegly,
semi-annual or annual basis. Revenue also incliltesale of messaging devices directly to custoruedsother
companies that resell our services. In accordaritetiae provisions of Emerging Issues Task Forseds
Revenue Arrangements with Multiple Deliverat, known as EITF No. 00-21, we evaluated these newen
arrangements and determined that two separateafrdatounting exist, messaging service revenuaanite sale
revenue. Accordingly, we recognize messaging semgeenue over the period the service is perforametrevenue
from device sales is recognized at the time ofrakipt. We recognize revenue when four basic critexize been
met: (1) persuasive evidence of an arrangementsex® delivery has occurred or services rendd@dhe fee is
fixed or determinable and (4) collectibility is smmably assured.

Prior to July 1, 2003, in accordance with SAB 1R&yenue Recoghnition in Financial Statemekiiswn as
SAB 101, we bundled the sale of two-way messagewceés with the related service, since we had debed the
sale of the service was essential to the functignad the device. Therefore, revenue from two-vadgyice sales and
the related cost of sales were recognized oveexpected customer relationship, which was estimiatde two
years. In accordance with the transition provisiohEBITF No. 00-21, we will continue to recognize previously
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deferred revenue and expense from the sale ofatmyoelevices based upon the amortization schedulpkce at th
time of deferral. At December 31, 2004, we had apipnately $139,000 of deferred revenue and $39¢300
deferred expense that will be recognized in fupegods, principally over the next two quarters.

Asset Retirement Obligations

Asset retirement obligations were not recordedemly in 2002, 2003 and 2004. This restatementiohes
corrected amounts. See Note 1 of Notes to Congetidéinancial Statements for further informatiore opted
the provisions of SFAS No. 148ccounting for Asset Retirement ObligatiofisSFAS No. 143"), in 2002.
SFAS No. 143 requires the recognition of liabitend corresponding assets for future obligatiesss@ated with
the retirement of assets. USA Mobility has netwaskets that are located on leased transmitteiidosafThe
underlying leases generally require the removalusfequipment at the end of the lease term, thexefduture
obligation exists. The Company has recognized cativel asset retirement costs of $17.4 million stated)
through December 31, 2004, of which $5.6 millioa fastated) was recorded in 2004. Network assets theen
increased to reflect these costs and depreciaibring recognized over their estimated lives, tvinimge between
one and ten years. Depreciation, amortization aoeteion expense in 2004 included $1.6 millionrestated)
related to depreciation of these assets. The estireiment costs, and the corresponding liabilitieat have been
recorded to date, relate to either current plartotsolidate networks or to the removal of asseds &stimated
future terminal date.

At December 31, 2003 and 2004, accrued expenskslet$1.8 million (as restated) and $3.4 millias (
restated), respectively, of asset retirement lizdsl related to USA Mobility’s efforts to redudeetnumber of
networks it operates; other long-term liabilitiesluded $6.2 million (as restated) and $11.0 nili{as restated),
respectively, related primarily to an estimate sdets to be removed through 2013. The primary bi@saassociated
with these estimates are the number of transmittedsrelated equipment to be removed, the timingwfoval, and
a fair value estimate of the outside contractos teeremove each asset. In November 2004, thigitjalvas
increased to reflect the merger with Metrocall #melincreased transmitters acquired, the exterdditiee economic
life of the paging network and the Company'’s plamgsationalize the Arch two-way network in 2005.

The long-term cost associated with the originaéassent, the additional amount recorded due t¥#teocall
merger, and the change in estimated removal cosidirefinements due to the Metrocall merger wittrete to a
total liability of $24.4 million through 2013. Tteecretion will be recorded on the interest methilizing a 24%
discount rate for the original assessment and X8%h& 2004 incremental estimates. This estimatased on the
transmitter locations remaining after USA Mobilitgs consolidated the number of networks it opertesassume
the underlying leases continue to be renewed tdhare date. Depreciation, amortization, and etion expense i
2002, 2003 and 2004 included $1.7 million (as tesfia $2.9 million (as restated) and $2.2 millias (estated),
respectively, for accretion expense on the assietmeent obligation liabilities.

USA Mobility believes these estimates are reas@nabthe present time, but the Company can give no
assurance that changes in technology, its finacoiadlition, the economy or other factors would result in higher
or lower asset retirement obligations. Any variatidrom the Company’s estimates would generallyltés a
change in the assets and liabilities in equal ansoaind operating results would differ in the futbyeany difference
in depreciation expense and accreted operatingegpe

Restructuring Charges

From time to time, we cease to use certain fagdjtsuch as office buildings and transmitter la@res;j including
available capacity under certain agreements, poiexpiration of the underlying lease agreements.regview exit
costs in each of these circumstances on a casadeybasis to determine whether a restructuringgehiarrequired
to be recorded in accordance with SFAS No. B&gounting for Costs Associated with Exit or Disgdadsctivities,
known as SFAS No. 146. The provisions of SFAS Ni& fequire us to record an estimate of the faineaif the
exit costs based on certain facts, circumstancg@asumptions, including remaining minimum leasaEnts,
potential sublease income and specific provisionkided in the underlying lease agreements. Sules¢do
recording a reserve, changes in market or othedlitons may result in changes to assumptions
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upon which the original reserve was recorded thatctresult in an adjustment to the reserve angedging on the
circumstances, such adjustment could be material.

Income Taxes

The preparation of consolidated financial stateséntonformity with generally accepted accounting
principles requires us to make estimates and assamsphat affect the reported amount of tax-relassets and
liabilities and income tax provisions. We assessrétoverability of our deferred tax assets onraga@ng basis. In
making this assessment, we are required to conaidavailable positive and negative evidence teiheine
whether, based on such evidence, it is more liltedy not that some portion or all of our net deférax assets will
be realized. This assessment requires significatgment. We do not recognize current and futurdo&mefits until
it is probable that our tax positions will be sirstal.

During 2002, Arch established a valuation allowaagainst its net deferred tax assets existing @rtergence
from bankruptcy because, based on information abtglat that time, it was considered unlikely thefierred tax
assets would be realized. However, during the quarided December 31, 2003, Arch management egdlnatv
facts and based on operating income for the pnionfears, repayment of notes well ahead of scheahde
anticipated operating income and cash flows fanriiperiods, concluded it was more likely thanthat deferred
tax assets would be realized. Accordingly, Arch agament determined it was appropriate to releasgatuation
allowance. Since results for the year ended DeceBhe2004 were consistent with Arch managememttipated
results, including additional incremental incomééogenerated due to the merger with Metrocallaloation
allowance against deferred tax assets is requged Becember 31, 2004.

In 2002, when the Arch operating company emergemh foankruptcy, a change in its ownership occurnedt! t
established limitations on the usability of incotae attributes that become NOLs. Individual stated potentially
restrict the use of NOLs. The analysis differs fretate to state. Previously, Arch’s analysis of N@ability was
based on a single composite income tax rate amke set of NOL utilization rules rather than araleation of
each individual jurisdiction.

The Company discovered that its 2003 deferred sagtavas originally miscalculated due to errohatax
bases of assets both in the gross statement af &diin relation to limitations imposed by the IRBich may
restrict certain depreciation and amortization &sge The Company’s restatement includes adjustni@tie 2003
and 2004 deferred tax assets to reflect the caoreof these and other miscellaneous matters.

Under the provisions of SFAS No. 10%counting for Income Taxesnd related interpretations, reductions in
a deferred tax asset valuation allowance thatexias of the date of fresh start accounting asednedited against
an asset established for reorganization value éeexof amounts allocable to identifiable asskés) to other
identifiable intangible assets existing at the ddtiFesh start accounting and then, once thesssbave been
reduced to zero, credited directly to additionatlga capital. The release of the valuation allos@amneduced the
carrying value of intangible assets by $2.3 millaord $13.4 million for the sevanenth period ended December
2002 and the year ended December 31, 2003, regglycthfter reduction of intangibles recorded imganction
with fresh start accounting, the remaining reductié the valuation allowance of $195.9 million ¢astated) was
recorded as an increase to stockholders’ equitf Becember 31, 2003

We believe we are more likely than not to utilize aet deferred tax assets of $232.6 million thiortgguction
in tax liabilities in future periods. However, re@wy is dependent on achieving our forecast ofrbutiperating
income over a protracted period of time. As of Daber 31, 2004, we would require approximately $99gillion
in cumulative future operating income to be geregtdd utilize our net deferred tax assets. We nailiew our
forecast in relation to actual results and expetrEtls on an ongoing basis. Failure to achieveoparating incom
targets may change our assessment regarding theerability of our net deferred tax assets and siamge could
result in a valuation allowance being recorded mafasome or all of our deferred tax assets. Angeiage in a
valuation allowance would result in additional inmtax expense, reduced stockholders’ equity anttidmve a
significant impact on our earnings in future pesiod

In accordance with provisions of the IRC, Arch waguired to apply the cancellation of debt incomisirag in
conjunction with its plan of reorganization agaitest attributes existing as of its emergence framikouptcy date.
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The method utilized to allocate the cancellation@lft income is subject to varied interpretatiohta® law and it
has a material effect on the tax attributes remgiaifter allocation, and thus our future tax positiAs a result of
the method used to allocate cancellation of detuirime, Arch had no net operating losses remainidglas tax
bases of certain other tax assets were reduceftlas blay 29, 2002 date of emergence from the Glrajt
proceedings. Other methods of allocating the céateah of debt income are possible based on diffiere
interpretations of tax law and if such other methare applied, the amount of deductions availabtgfset future
taxable income might be further limited, possitdgulting in an increased income tax liability.

Recent and Pending Accounting Pronouncements

New Accounting Pronouncementsin November 2004, the Financial Accounting Staddd@oard (“FASB”)
issued SFAS No. 151nventory Cost§*SFAS No. 151”), which is an amendment of ARB M8, Chapter 4. The
primary purpose of SFAS No. 151 is to clarify tle@unting for abnormal amounts of idle facility exge, freight,
handling costs, and wasted material (spoilage). SRA. 151 requires that those items be recognigediaent-
period charges regardless of whether they meatritegion of “so abnormal.” In addition, SFAS N&Lrequires
that allocation of fixed production overheads te tiosts of conversion be based on the normal dgpz{dhe
production facilities. SFAS No. 151 is effective foventory costs incurred during fiscal years begig after
June 15, 2005. The Company is reviewing the impa&FAS No. 151 but does not expect adoption telav
material impact on its consolidated financial stetats.

In December 2004, the FASB issued a revision teeBtant No. 123Accounting for Stock-Based
Compensatiotf*SFAS No. 123R"),Share-Based Paymet8FAS No. 123R supersedes APB Opinion No. 25,
Accounting for Stock Issued to Employeand its related implementation guidance. SFAS I28Rlestablishes
standards for the accounting for transactions irckvln entity exchanges its equity instrumentgyfmwds or
services. It also addresses transactions in whidmnéty incurs liabilities in exchange for goodsservices that are
based on the fair value of the entity’s equityiastents or that may be settled by the issuancdeoskt equity
instruments. SFAS No. 123R focuses primarily oroanting for transactions in which an entity obtaénsployee
services in share-based payment transactions.Staisment does not change the accounting guidanchére-
based payment transactions with parties otherehgpioyees provided in Statement 123 as originalyéd and
EITF Issue No. 96-18Accounting for Equity Instruments That Are Issue®ther Than Employees for Acquiring,
or in Conjunction with Selling, Goods or ServicEkis statement is effective as of the first inteamannual period
that begins after June 15, 2005. We have electaddpt SFAS 123R on January 1, 2006. Since wequshyji
adopted the fair value provisions of SFAS No. 188 the transition provisions of SFAS No. 148, tdeption will
not have a material impact on our financial stateime

Risk Factors Affecting Future Operating Results

The following important factors, among others, cocduse our actual operating results to differ g from
those indicated or suggested by forward-lookintest@nts made in this Form 10-K/A or presented eteeavby
management from time to time.

The rate of revenue erosion may not improve, or nugteriorate.

We continue to face intense competition for sulbges due to technological competition from the rfephone
and PDA service providers as they continue to ladestice prices while adding functionality. A kecfar in our
ability to be profitable and produce net cash ffoem monthly subscription fees and operations adizang
improvement in the rate of revenue erosion fronwhical levels. If no improvement is realized iMiave a
material adverse effect on our ability to be padfle and produce positive cash flow. We are dep@raenet cash
provided by operations as our principal sourcequfidiity. If our revenue continues to decline a game or at an
accelerated rate relative to the past, it coulghace our ability to reduce costs, and adversegcaffur ability to
produce positive net cash flow from operations.
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We may fail to successfully integrate the operatsoof Arch and Metrocall and therefore may not ackiethe
anticipated cost benefits of the merger.

We face significant challenges in the integratibthe operations of Arch and Metrocall. Some ofkbg issue
include managing the combined company’s networksntaining adequate focus on existing business and
operations while working to integrate the two comipa, managing marketing and sales efforts, intewra
Metrocall’s existing billing system into the Arclilimg system and integrating other key redundastems for the
combined operations.

The integration of Arch and Metrocall will requisabstantial attention from our management, pagityin
light of the companies’ geographically dispersedrafions, different business cultures and compmmsatructures.
The diversion of our management’s attention anddifiigulties associated with integrating operaaould have a
material adverse effect on our revenues, levekpénses and results of operations. We may not eddoethe
system and operations integration efforts that kestriving to achieve without incurring substahdidditional costs
or achieve the integration efforts within a reasdedime and thus may not realize the anticipated benefits of tF
merger.

We may fail to achieve the cost savings expectedifthe merger.

The anticipated cost savings resulting from thegeeare based on a number of assumptions, including
implementation of cost saving programs such asdwmad reductions, consolidation of geographicaibpdrsed
operations and elimination of duplicative admirasitre systems and processes within a projectedghdn addition
the cost savings estimates assume that we wilbleeta realize efficiencies such as leverage icpriog messaging
devices and other goods and services resulting fhenncreased size of the combined company. Feaitur
successfully implement cost saving programs orretise realize efficiencies could materially advéyssfect our
cash flows, our results of operations and, ultilyatbe value of our common stock.

If we are unable to retain key management personneé might not be able to find suitable replacenmeon a
timely basis or at all and our business could bsrdipted.

Our success will depend, to a significant exteptruthe continued service of a relatively smallugrof key
executive and management personnel. We have ammgmeht agreement with our president and chief etkexu
officer and have issued restricted stock or stqatioas to most of our other key executives that ireay 2005.
Additionally, we expect our board to implement ageterm incentive plan for senior management lnigjzhe
equity incentive program approved by our sharehsldeconnection with our merger. The loss or uilaldity of
one or more of our executive officers or the inabtio attract or retain key employees in the fataould have a
material adverse effect on our future operatingltesfinancial position and cash flows.

The completion of the merger has given rise to ofai for damages under the Arch long-term management
incentive plan and restricted stock agreements eftain former Arch senior executives, which may axatgely
affect our cash flows and results of operations atie value of our common stock.

Under documents governing Arch’s long-term incemilan, a “change in control” of Arch may accelerat
payment obligations to certain Arch employees pigditing in such plan. If the acquisition were tmstitute a
“change in control,” the total additional paymebtigations triggered under the terms of documentgegning such
plan could be as high as $9.0 million in the aggte@s of the completion of the merger on Novenbe2004,
based on an average closing price of $31.70 foh A&mnmon stock over the preceding ten trading dElys.total
amount of these payment obligations would, if thergear is determined to constitute a “change inrobfitoe
payable in full within thirty days after such detenation.

Under the documents governing Arch’s obligationghwéspect to 184,230 shares of Arch restrictecksto
issued to the three most senior former executitégah, whose employment was terminated prior @ itierger, a
“change in control” resulting from the merger migjnte rise to claims for damages notwithstandingh?s
repurchase at a nominal price of all restrictedlsiesued to those executives prior to consummatighe merger.
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While we do not believe that any “change in coritadlArch occurred as a result of the merger, tHoeeer
Arch executives filed an arbitration claim agaiAsth and certain of its subsidiaries asserting thatacquisition by
USA Mobility constitutes a “change in control” unid&rch’s long-term management incentive plan. TH#teation
claim filed also seeks damages relating to theZ3ishares of Arch restricted stock that were reased by Arch
prior to the acquisition at a nominal price. If tlaims made by the three former executives areesstul, or any
other Arch employees make similar claims undeldhg-term management incentive plan and are suitdessch,
as our subsidiary, would be required to make auithiti payments under Arch’s long-term managemeretitice
plan and/or the restricted stock agreements inrdaogce with any applicable rulings or settleme8tsh additional
payments could materially increase the costs apdreses associated with the merger and may advexffebt our
cash flows and results of operations and the vafiweir common stock.

Future changes in ownership of our stock could pext us from using our consolidated tax assets tésef
future taxable income, which would materially redamur expected after-tax net income and cash fldvesn
operations. Actions available to us to preserve gonsolidated tax assets could result in less lidjtyi for our
common stock and/or depress the market value of starck.

If we were to undergo an “ownership change”, astivan is defined in Section 382 of the IRC, oug n§tax
assets would be significantly restricted, which ldaeduce our after-tax net income and cash flois Tn turn
could reduce our ability to fund our operations.

Generally, an ownership change will occur if a clative shift in ownership of more than 50% of oomamon
stock occurs during a rolling three year periode Tamulative shift in ownership is a measuremenhefshift in
ownership of our stock held by stockholders thah &# or more of our stock. In general terms, it edual the
aggregate of any increases in the percentage ck stened by each stockholder that owns 5% or mboeipnstock
at any time during the testing period over the Iswercentage of stock owned by each such shaeshailding the
testing period. The testing period generally isgher three years, but begins no earlier than 8@y2002, the day
after Arch emerged from bankruptcy.

As of December 31, 2004, Arch had a combined cutimel@hange in ownership of approximately 40%. The
determination of our percentage ownership chandepgndent on provisions of the tax law that albgest to
varying interpretations and on facts that are metisely determinable by us at this time. Therefore cumulative
shift in ownership may be more or less than appnaxely 40% and, in any event, may increase by reato
subsequent transactions in our stock by stockh®hibo own 5% or more of our stock and certain ottarsaction
affecting the direct or indirect ownership of stock

Please refer to Item Market for Registrant's Common Equity, Related Etotder Matters and Issuer
Purchases of Equity Securitifor a description of the transfer restrictions theg available to us in our Amended
and Restated Certificate of Incorporation whichnmieus to restrict transfers by or to any 5% shaladr of our
common stock or any transfer that would cause sgmeor group of persons to become a 5% shareholdenr
common stock. We intend to enforce these restristin order to preserve our tax assets, and s’fohcement by
us may result in less liquidity for our common $ta@md/or depress the market price for our shares.

We have material weaknesses in internal control ofieancial reporting and can provide no assurandkat
additional material weaknesses will not be idergiiin the future. Our failure to implement and maiain
effective internal control over financial reportingould result in material misstatements in the fineial
statements.

Management has identified material weaknessestiinternal control over financial reporting thafested
USA Mobility’s financial statements for the perioelsded December 31, 2002, 2003, 2004 and 2005hariit 4t
three quarters of the calendar years ended Dece3ib@004 and 2005. See “Iltem 9A. Controls and &toces.”

The material weaknesses in our internal controt éimancial reporting during these periods related
ineffective controls over the accuracy and valuatbincome taxes and related deferred income ddenloes; over
the completeness and accuracy of transactionas @x@ over the completeness and accuracy of dapiceti
expense and accumulated depreciation and oveothpleteness, accuracy and valuation of assetmeginecosts,
asset retirement obligation liabilities and thexttetl depreciation, amortization and accretion espen
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We cannot assure you that additional material wess®s in our internal control over financial rejpgrvill
not be identified in the future. Any failure to mtiin or implement required new or improved corsror any
difficulties that may be encountered in their impéntation, could result in additional material weadses, cause
the Company to fail to meet its periodic reportafgigations or result in material misstatementthas Company’s
financial statements. Any such failure could aldeeasely affect the results of periodic managemseatuations an
annual auditor reports regarding the effectiverdsse Companys internal control over financial reporting requli
under Section 404 of the Sarbanes-Oxley Act of 28f2the rules promulgated under Section 404. Xistemce of
a material weakness could result in errors in marfcial statements that could result in a restaterof financial
statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
At December 31, 2004, our debt financing consigt@tiarily of amounts outstanding under our creddtlity.

Senior Secured Debt, Variable Rate Debt

The borrowings outstanding under our credit fac#ite secured by substantially all of our asséts. dredit
facility debt is closely held by a group of lendeBsrrowings under our credit facility are sen®tto changes in
interest rates. Given the existing level of deb$@5.0 million, as of December 31, 2004,/a % change in the
weighted-average interest rate would have an istengpense impact of approximately $40,000 eachtimon

Weighted-Average
Principal Balance Fair Value Interest Rate Scheduled Maturity
$95.0 million $ 95.0 millior 4.9%  November 200

ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARYDATA

The financial statements and schedules listeceim 15(a)(1) and (2) are included in this Reporifm@gg on
Page F-1.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND
FINANCIAL DISCLOSURE

On November 16, 2004, the audit committee of USANy’ s board of directors recommended to the boa
directors of USA Mobility the engagement of PricésvhouseCoopers LLP (“PwC") as its independentsteged
public accounting firm for the fiscal year endingd@mber 31, 2004 to replace Ernst & Young, LLP (*2&who,
as recommended by the audit committee of the bafadiectors of USA Mobility, was dismissed by theard of
directors of USA Mobility as its independent regigtd public accounting firm. On November 16, 2008A
Mobility notified E&Y that they were dismissed ds independent registered public accounting firm.

E&Y’s audit report on USA Mobility’s consolidatedlance sheet as of May 31, 2004 did not contain an
adverse opinion or a disclaimer of opinion, nor wash report qualified or modified as to uncertgimaidit scope ¢
accounting principles. Because USA Mobility wasergity formed in connection with the merger of Metith and
Arch, E&Y has provided an audit report only on UBIbility’s consolidated balance sheet as of MayZ104.
During the period from USA Mobility’s formation dviarch 5, 2004, through November 16, 2004, thereewer
disagreements between USA Mobility and E&Y on aratter of accounting principles or practices, firiahc
statement disclosure or auditing scope or procadwhkich disagreements, if not resolved to E&Y’8s$action,
would have caused E&Y to make reference to theestiilpatter of the disagreement in connection wittaudit
report.

During the period from USA Mobility’s formation thugh May 31, 2004, and the subsequent period throug
November 16, 2004, the date on which E&Y was disads none of the reportable events described uteder30¢
(a)(1)(v) of Regulation S-K under the Securitiexkange Act of 1934, as amended (the “Exchange AotQurred.
During the period from USA Mobility’s formation thugh May 31, 2004, and the subsequent period throug
November 16, 2004, the date on which PwC was enaéf@A Mobility did not consult with PwC regardiagy of
the matters or events described in Item 304(a)(@d (ii) of Regulation S-K under the Exchange.Act
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Management requested E&Y to furnish us with a tettielressed to the Securities and Exchange Conamissi
stating whether or not it agreed with the abovtestants. A copy of that letter, dated November20D4, was
included with our current report on Form 8-K, fileith the Securities and Exchange Commission oneither 22,
2004.

ITEM 9A. CONTROLS AND PROCEDURE!
Restatement

The Company is filing this amendment to its AnnRaport on Form 10-K/A for the year ended Decemlder 3
2004. The purpose of the amended filing is to tedtaancial statements and other financial infaiorafor the
periods 2002, 2003 and 2004 and interim quarterhjods for 2003 and 2004 to reflect certain adjestis describe
below. In connection with the restatement describfeel Company has concluded that material weaksésgbe
Company’s internal control over financial reportiexjst as of December 31, 2004.

The determination to restate these consolidatedhfilal statements and other financial informati@swade ¢
a result of management’s assessment of accountiogs é discovered during the preparation of tb@2annual
financial statements. The Company’s assessmemrt#ie identified accounting errors resulted infiblllowing
adjustments to previously reported periods:

1. Asset retirement obligations were incorrectljcaéated in 2002, 2003 and 2004The Company
adopted the provisions of SFAS No. 143 in 2002. Thenpany did not record the initial asset retiremen
obligation and related asset retirement cost upeergence from bankruptcy; therefore, the Company
understated subsequent accretion expense relatied &sset retirement obligation and depreciatiqueese of
the asset retirement cost in 2002. In additior2d62, 2003 and 2004 the Company did not correctéytbe fair
value of costs to deconstruct transmitters to dater the fair value of the asset retirement obiatwhich
understated reported liabilities and assets. Thapgamy’'s expected timing of cash flows of the traittem
deconstructions have also been revised to coineittetheir depreciable lives that were estimatedrdythe
applicable time period.

Accordingly, the restated financial statementsfd3eazember 31, 2002 include increases of $9.3 onilin
property and equipment, at cost, $4.6 million inwoulated depreciation, $6.3 million in depreciatio
amortization and accretion expense, $2.9 millioaurrent liabilities and $5.4 million in long-termabilities,
and a decrease of $2.7 million in service, remdl maintenance expense. The restated financiehsésits for
2003 include a decrease of $2.2 million in propartg equipment, at cost, increases of $0.2 million
accumulated depreciation, $2.8 million in deprearatamortization and accretion expense, decraafses
$2.2 million in current liabilities, $0.05 milliom long-term liabilities, and $2.5 million in secd, rental and
maintenance expense. The restated financial staterfee 2004 include a decrease of $0.05 millioproperty
and equipment, at cost, increases of $0.9 millioadcumulated depreciation, $2.7 million in depagon,
amortization and accretion expense, $0.2 millioaurrent liabilities, $1.1 million in long-term liities, and a
decrease of $0.5 million in service, rental andntegiance expense. During the first, second and thiarters
of 2004 accumulated depreciation increased bytkess $0.2 million in each quarter. Current liakekt
decreased by less than $0.1 million in each ofitee second and third quarters of 2004. Long-té&atilities
increased by $0.4 million in each of the first,@®t and third quarters of 2004. Depreciation, airatibn and
accretion expense increased by $0.6 million in edche first, second and third quarters of 2004levbervice,
rental and maintenance expense decreased by $ldnrim the first quarter of 2004 and decreased by
$0.2 million in each of the second and third quarté 2004.

2. Certain adjustments to the value of the deferredaigset for 2003 and 2004 were not calculated
appropriately. In 2003, the deferred tax asset attributabl@t¢orine tax NOLs was overstated due to the
misapplication, for accounting purposes, of states|which govern the realization of NOLs. Previgutie
Company valued its 2003 state income tax NOLs basexh erroneous state income tax rate and a di@le
utilization rule rather than on an evaluation offeapplicable jurisdiction’s rate and rules. Then(any also
determined that its 2003 deferred tax asset fdaitefixed assets and intangibles was misstatedaaerors in
the accounting for tax basis and in the applicatiba federal limitation. The federal limitation yneestrict
certain tax depreciation and amortization dedustimn a limited time. Accordingly, the restatedafintial
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statements include a net $11.9 million decreaskefarred tax assets and additional paid-in capgaif
December 31, 2003.

In addition to the impact of the matters describbdve, in 2004, an erroneous calculation was used t
determine the applicable state income tax rate tesedlue deferred tax assets. The 2004 calculatidhmot
properly consider the Company’s state income tgognment. Accordingly, the restated financialtetnents
include a $19.6 million decrease in deferred taetsand a $7.5 million increase to income tax espdor the
year ended December 31, 2004. In addition, thsr émpacted the value attributed to acquired asestgting
in an increase of $1.7 million to goodwill in 2004.

3. Certain state and local transactional taxes werénecorded in the appropriate periodsThe
Company’s process for identifying and recordingestand local transactional taxes failed to recogiz
$2.8 million liability for certain transactionalxes imposed by certain jurisdictions in which thentpany
operates. These errors were initially noted andgeized by the Company in the second and thirdtgrsaof
2005 through recognition of additional expense. Eesv, during the preparation of the Company’s 2005
financial statements, the Company determined thatappropriate to restate previous years’ finahci
statements because only $0.6 million of the liapbilelates to 2005 and the remaining $2.2 milliaasvincurred
in prior years. To correct these errors, the redtéihancial statements reflect the recognitiotheke expenses
in the appropriate accounting periods. Accordingig, restated financial statements include a $@lBbm
$0.8 million and $0.7 million increase in genenadladministrative expense in 2002, 2003 and 2004,
respectively, and a $2.2 million decrease in gdrerd administrative expense in 2005. In addittbig error
impacted the value attributed to acquired asssetdtieg in an increase of $0.2 million to goodviill2004.

4. Adjustments were required to assets and liabiliieguired as part of the November 2004 acquisitit
Metrocall. As a result of a failure to accurately and corgjeapply cash receipts at Metrocall, the Company
incorrectly allocated the purchase price consid@mnab other accounts receivable recorded in tetotical
Metrocall financial statements. This error resuitedn overstatement of other accounts receivable o
$0.7 million at December 31, 2004. Accordingly, thetated financial statements include a decreaaedount
receivable of $0.7 million with a correspondingregse to goodwill at December 31, 2004.

5. Depreciation expense was incorrectly calculate@®3 and 2004. Depreciation expense did not
accurately reflect the expected economic usageeo€ompany’s paging network infrastructure asgéts.
Company previously established an overall depréeilifie of 60 months for its paging infrastructuned
accelerated depreciation on specified asset gron2803, the depreciation expense related to icesteecified
asset groups that were removed from service waproperly calculated.

Accordingly, the restated financial statements2@d3 include an increase in depreciation, amoitinat
and accretion expense and accumulated deprecit®né million. The restated financial statemdots2004
reflect a $9.9 million decrease in depreciationpgiration and accretion expense and accumulated
depreciation. The interim quarterly financial stagats for the first, second and third quartersGff®reflect a
decrease in depreciation, amortization and aceretqpense and accumulated depreciation of $0.omill
$3.5 million and $1.2 million, respectively.

6. Employee severance was not recorded during 20D4ring 2004 certain Arch key executives were
terminated, triggering potential future paymenseverance benefits. The Company did not appropyriaterue
the fair value of certain one-time future terminatbenefits due to those executives, resultingiin a
understatement of severance expense and accrbéiidia for the quarter and year ended Decembe804
of $0.9 million. Accordingly, the restated financiatements include an increase in accrued ltadsland
severance expense in the fourth quarter of 2060 & million.

7. Other income was not recorded properlfthe Company determined that a correction of itsomity
interest in GTES LLC, a consolidated subsidiarygioally recorded in the first quarter of 2005, altbbe
recorded in the fourth quarter of 2004. Accordinghe restated financial statements include areas® to
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other income of $0.2 million and a decrease tordtireg-term liabilities by $0.2 million in the fothr quarter
of 2004.

Evaluation of Disclosure Controls and Procedures

As required by Rules 13a-15(e) and 15d-15(e) utfdeBecurities Exchange Act of 1934, as amended
(“Exchange Act”), management has evaluated, wighpiiarticipation of our chief executive officer actdef
financial officer, the effectiveness of our disalos controls and procedures as of the end of thegeovered by
this report. Disclosure controls and proceduresrref controls and other procedures designed tarerikat
information required to be disclosed in the repartsfile or submit under the Exchange Act is reedrdprocessed,
summarized and reported within the time periodsi§ipd in the rules and forms of the Securities &xdhange
Commission. Disclosure controls and proceduresides| without limitation, controls and proceduresigeed to
ensure that information required to be discloseddin our reports that we file or submit underExehange Act is
accumulated and communicated to management, imgjuair chief executive officer and chief finanad#icer, as
appropriate to allow timely decisions regarding mquired disclosure. In designing and evaluatimgdisclosure
controls and procedures, management recognizearilgatontrols and procedures, no matter how weiigied and
operated, can provide only reasonable assurarneeh@dving the desired control objectives, and mamamnt was
required to apply its judgment in evaluating anglimenting possible controls and procedures.

As described below, management has identified iahtgeaknesses in our internal control over finahci
reporting. As a result of the material weaknesseschief executive officer and chief financialioér have
concluded that, as of December 31, 2004, the etitgegberiod covered by this report, our disclosumetrols and
procedures were not effective at a reasonable asseitevel.

Notwithstanding the material weaknesses descrileémi\h we believe our consolidated financial statetne
presented in this Annual Report on Form 10-K/Alfapresent, in all material respects, the Compafigancial
position, results of operations and cash flowsatbperiods presented herein in conformity with gieatly accepted
accounting principles.

Management’s Report on Internal Control Over Finandal Reporting (Restated)

Management is responsible for establishing and taiaiimg adequate internal control over our finahcia
reporting.

Internal control over financial reporting refersat@rocess designed by, or under the supervisioouofchief
executive officer and chief financial officer anffleeted by our board of directors, management dahdrqersonnel,
to provide reasonable assurance regarding théiléleof financial reporting and the preparatiohfimancial
statements for external purposes in accordancegeitlerally accepted accounting principles and dtetuthose
policies and procedures that:

« pertain to the maintenance of records that in measle detail accurately and fairly reflect the s@ations and
dispositions of our asse!

* provide reasonable assurance that transactionee@veded as necessary to permit preparation ofi¢iaa
statements in accordance with generally accepteabiating principles, and that our receipts and egjiares
are being made only in accordance with authorimatmf our management and members of our board of
directors; ant

« provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, ,use
disposition of our assets that could have a mateffiact on our financial statemen

Internal control over financial reporting cannobyide absolute assurance of achieving financiabntapy
objectives because of its inherent limitationsetnal control over financial reporting is a proctsst involves
human diligence and compliance and is subjectisds in judgment and breakdowns resulting from mufaidures.
Internal control over financial reporting also dancircumvented by collusion or improper managerogatride.
Because of such limitations, there is a risk thatarial misstatements may not be prevented or teten a timely
basis by internal control over financial reportikthwever, these inherent limitations are knownuesg of
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the financial reporting process. Therefore, itasgible to design into the process safeguardsitees though not
eliminate, this risk.

Management evaluated the effectiveness of ourniate@ontrol over financial reporting as of Decem®gy
2004 using the criteria set forth in the reporthef Treadway Commission’s Committee of Sponsoringg@izations
(COSO),Internal Control — Integrated Framework.

A material weakness is a control deficiency, or boration of control deficiencies, that results ion@than a
remote likelihood that a material misstatementefannual or interim financial statements will hetprevented or
detected.

As a result of this evaluation, management idexdithe following material weaknesses in our intecoatrol
over financial reporting. Specifically, managememticluded as of December 31, 2004:

1. The Company did not maintain effective controls ¢lve accuracy and valuation of the provision fecome
taxes and the related deferred income tax balancgpecifically, the Company did not maintain effeetcontrols tc
review and monitor the accuracy of the componehtseincome tax provision calculation and relatieferred
income taxes and to monitor the differences betwkerincome tax basis and the financial reportiagivof assets
and liabilities to effectively reconcile the defsdrincome tax balances; the Company lacked efiectimtrols to
accurately determine the effective overall incomerate to use in tax provision computations; thenfany lacked
effective controls to appropriately analyze, revied assess the impact of state laws on the reatuiligr of the
Company’s state net operating losses; and, the @oynlacked controls over the valuation of defeteedassets to
ensure the appropriate application of federal ltigins. This control deficiency resulted in thetagsment of the
Company'’s consolidated financial statements for22@003 and 2004, restatement of each of thetfiree interim
periods in 2004 and 2005 and audit adjustmentsg@€bmpany’s 2005 financial statements to corremre tax
expense, deferred tax assets, additional paidgitataand goodwill accounts. Additionally, this ¢ool deficiency
could result in a misstatement of the aforementicaeounts that would result in a material misstatet to the
annual or interim consolidated financial stateméimas would not be prevented or detected. Accotgling
management determined that this control deficianmnstitutes a material weakness.

2. The Company did not maintain effective controls ¢tlve completeness and accuracy of transactionetga

Specifically, the Company lacked effective colstito ensure state and local transactional taregjding
surcharges and sales and use taxes, were cometbyccurately recorded in accordance with gelyaaetepted
accounting principles. This control deficiency rést in the restatement of the Company’s consdididinancial
statements for 2002, 2003 and 2004 and restatesfieach of the first three interim periods in 2@G0w 2005 to
correct general and administrative expenses andiedtaxes liability accounts. Additionally, thisntrol deficiency
could result in a misstatement of the aforementicenecounts that would result in a material misstatet to the
annual or interim consolidated financial stateméimas would not be prevented or detected. Accotgling
management determined that this control deficianmnstitutes a material weakness.

3. The Company did not maintain effective controlg ¢ive completeness and accuracy of depreciation
expense and accumulated depreciatidBpecifically, the Company lacked effective colstito ensure the:
(i) application of the appropriate useful lives &mrtain asset groups when calculating depreciaikpense and
(i) timely preparation and review of account recitintions and analyses, and manual journal entgkded to the
determination of depreciation expense and accueuild¢preciation for the paging infrastructure assktis control
deficiency resulted in the restatement of the Cawijsaconsolidated financial statements for 2003 2004, each of
the first three interim periods in 2004 and 2008 andit adjustments to the Company’s 2005 finarstetements to
correct depreciation expense and accumulated dapioecbalances. Additionally, this control defie@ could
result in a misstatement of the aforementioned @atsothat would result in a material misstatemerthé annual or
interim consolidated financial statements that Wit be prevented or detected. Accordingly, manmasge:
determined that this control deficiency constitiaenaterial weakness.

4. The Company did not maintain effective controlg éive completeness, accuracy and valuation of asset
retirement cost, asset retirement obligation arelblated depreciation, amortization and accretéxpense.
Specifically, the Company did not maintain effeetcontrols to ensure that the asset retiremesttaned asset
retirement obligation were calculated utilizing fiag value of costs to deconstruct network assetaccordance
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with generally accepted accounting principles. Toenpany also lacked effective controls to conststeapply theil
expectations of the usage of assets for recordipgettiation expense with the estimates of tranemitt
deconstructions for the asset retirement obligafidns control deficiency resulted in the restatatred the
Company'’s consolidated financial statements for22@003 and 2004, each of the first three intergriqals in 2004
and 2005 and audit adjustments to the Company’s #fi@ncial statements to correct the asset reérgroost and
asset retirement obligation and the related deptieoi, amortization and accretion expense. Adddilyn this
control deficiency could result in a misstatemefithe aforementioned accounts that would resudt material
misstatement to the annual or interim consolidéitexhcial statements that would not be preventedietected.
Accordingly, management determined that this comteficiency constitutes a material weakness.

Management has excluded Metrocall Holdings, Inmmfits assessment of internal control over findncia
reporting as of December 31, 2004 because it wasiael by the Company in a purchase business catibm
during 2004. Metrocall Holdings, Inc. is a wholly#oed subsidiary whose total assets and total resrepresent
50 percent and 8 percent, respectively, of theedlaonsolidated financial statements amounts asafor the year
ended December 31, 2004.

In the Annual Report on Form 10-K for the year ehBecember 31, 2004, filed on March 17, 2005,
management concluded that our internal control émancial reporting was effective as of DecemhkrZ04. In
connection with the restatement, management haggqubntly concluded that the material weaknessssited
above existed as of December 31, 2004 and thatessuli the Company did not maintain effective iing control
over financial reporting as of December 31, 200gkbzon criteria establishedlimernal Control — Integrated
Frameworkissued by the COSO. Accordingly, management haateskthis report on internal control over finahcia
reporting.

Our management’s assessment of the effectivengbe @ompany’s internal control over financial repw as
of December 31, 2004 has been audited by Priceln@miseCoopers LLP, an independent registered public
accounting firm, as stated in their report whicpegrs herein.

Management’s Consideration of the Restatement

In coming to the conclusion that the Company’sidsare controls and procedures and internal cootret
financial reporting were not effective as of Decem®l, 2004, management considered the restateandmhateria
weaknesses in the Compasynternal control over financial reporting desedtabove. In addition to the restaten
adjustments that were a result of the material wes$es described above, there were other misstatteowrected
as part of the restatement (related to goodwilbeissed with the November 2004 acquisition of Me#ly the
recognition of additional severance expenses di@i and minority interest as disclosed in Note the
accompanying consolidated financial statementsided in this Annual Report on Form 10-K/A ) thatreve
considered by management. Management has evaliia®sel misstatements and concluded that these tersstats
were the result of control deficiencies, which dat constitute a material weakness, individuallyinahe aggregat
in the Company’s internal control over financigboeting as of December 31, 2004.

Management’s Remediation Initiatives

During 2005, the Company consolidated its accogniperations into one corporate center in Alexandri
Virginia. In addition, the Company converted to @eenmon accounting system and one common billisgesy.
These conversion and integration activities wengdly completed in the third quarter of 2005. Magragnt has
taken the following steps to strengthen the Comjsainyernal control over financial reporting.

(1) With respect to the material weakness in cdswuer the income taxes and related deferred iecax
balances:

* We have engaged an experienced third party comsukaowledgeable iSFAS No. 109, Accounting for
Income Taxe, and related guidance to supplement Company ressim the preparation and analysis of
the income tax provision and related deferred inedax accounts
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« We have increased our tax support staff by hirmgxerienced senior tax manager to analyze, review
and approve the income tax provision calculatietated deferred income tax accounts and income tax
payable accounts, to monitor the differences batvtiee income tax basis and the financial repontiasj:
of assets and liabilities and to reconcile effesdiithe deferred income tax balances;

* We have also engaged a third party accountingtiiranalyze and review our interim and annual income
tax accounting to ensure compliance with genesgadlyepted accounting principle

(2) With respect to the material weakness in cdsuer the completeness and accuracy of transedtio
taxes:

* We have engaged a third party professional firpravide our tax staff with monthly updates on state
local transactional taxes impacting our businesd;

* We have wholly dedicated a tax director and suppgpitaff to focus solely on state and local
transactional taxes. The tax director and relataff eceive periodic updates of changes in statklacal
transactional rates from a third party provider apdate the Company’s billing system with this
information.

(3) With respect to the material weakness in cdswuer the completeness and accuracy of depregiati
expense and accumulated depreciation:

« We have assigned an experienced staff accountamsdd solely on the controls over the property and
depreciation balances; a

* We have analyzed our depreciation policies andgaioes and will be instituting accounting procedure
for depreciating our paging infrastructure that wilnform with the ongoing operational rationalinatof
our network.

(4) With respect to the material weakness in cdsimger the completeness, accuracy and valuatiassd
retirement cost, asset retirement obligation aeddhated depreciation, amortization and accretion
expenses:

* We have hired a senior director of financial rejmgrthat will work with our operational staff to
determine the fair value of removal co:

« We have established procedures to accurately eddctie related depreciation on the asset retiremen
cost and the accretion expense on the asset refitesbligation

Notwithstanding such efforts, the material weakasstescribed above will not be remediated untihéng
controls operate for a sufficient period of timalamne tested to enable management to concludéhhabntrols are
effective. Management will consider the design apdrating effectiveness of these actions and wakenany
changes management determines appropriate.

Changes in Internal Control Over Financial Reporting

There were no changes made in the Company'’s inteon&ol over financial reporting during the thr@enths
ended December 31, 2004 that have materially &fectr are reasonably likely to materially affébg Company’s
internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

None.

PART Il

Certain information called for by Iltems 10-14 isanporated by reference from our definitive Proxgt&ment
for our 2005 Annual Meeting of Stockholders, whieh filed with the Securities and Exchange Commissio
April 28, 2005.
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ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS

The information required by this item with resptctirectors and executive officers is incorporétgd
reference to the information set forth under thatioas “Election of Directors” and “Executive Oféics” in our
definitive Proxy Statement for our 2005 Annual Megtof Stockholders. The information required big fitem with
respect to compliance with Section 16(a) of thetaxge Act is incorporated by reference to the seaf our
definitive Proxy Statement for our 2005 Annual Megtof Stockholders entitled “Section 16(a) Beniefic
Ownership Reporting Compliance.”

We have adopted a code of ethics that applied tf alir senior officers including our principahfincial
officer, accounting officer and controller. Our eodf ethics may be found at www.usamobility.comriBg the
period covered by this report the Company did equest a waiver of our code of ethics and did nattgany such
waivers.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is incorp@by reference to the sections of our definitivexiy
Statement for our 2004 Annual Meeting of Stockhddmtitled: “Executive Compensation” and “Employrne
Agreements”. The sections entitled “Compensatiom@dtee Report on Executive Compensation and
“Performance Graph” in the Proxy Statement aremzirporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT

The Information required by this item is incorp@@by reference to the sections of our definitivexky
Statement for our 2005 Annual Meeting of Stockhrddmntitled: “Security Ownership of Certain Ben&fi©Owners
and Management”.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The Information required by this item is incorpa@by reference to the section of our definitivexyr
Statement for our 2005 Annual Meeting of Stockhrddmntitled “Certain Relationships and Related $aations”.
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is incorp@aby reference to the section of our definitivexyr
Statement for our 2005 Annual Meeting of Stockhddmntitled “Principal Accounting Fees and Services

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a)(1) Reports of Independent Registered Public Accourftimg
Consolidated Balance Sheets as of December 31,£2002004

Consolidated Income Statements for the Five MoBtided May 31, 2002 (Predecessor Company), Seven
Months Ended December 31, 2002 and the Years Hddedmber 31, 2003 and 2004 (Reorganized Company)

Consolidated Statements of Stockholders’ Equityfifitg for the Five Months Ended May 31, 2002
(Predecessor Company), Seven Months Ended Decé&hp2002 and the Years Ended December 31, 2003 and
2004 (Reorganized Company)

Consolidated Statements of Cash Flows for the Miwaths Ended May 31, 2002 (Predecessor Company),
Seven Months Ended December 31, 2002 and the eaed December 31, 2003 and 2004 (Reorganized
Company)

Notes to Consolidated Financial Statements
(a)(2) Financial Statement Schedule

Schedule Il — Valuation and Qualifying Accounts

(b) Exhibits

The exhibits listed in the accompanying index thikits are filed as part of this Annual Report on
Form 10-K/A.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regjgthas

duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

May 24, 2006

USA MOBILITY, INC.

By: /s/ VINCENT D. KELLY

Vincent D. Kelly

President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe

following persons on behalf of the Registrant amthie capacities and on the dates indicated.

Signature

/s/ VINCENT D. KELLY

Vincent D. Kelly

/s/ THOMAS L. SCHILLING

Thomas L. Schilling

/s/ SHAWN E. ENDSLEY

Shawn E. Endsle

/sl RoOYCE YUDKOFF

Royce Yudkoft

/s/ DaviD C. ABRAMS

David C. Abrams

/s/ JamMES V. CONTINENZA

James V. Continenz

/s/ NicHoLAs A. GALLOPO

Nicholas A. Gallopc

/s BRIAN O'REILLY

Brian C'Reilly

/s MATTHEW ORISTANO

Matthew Oristanc

/sl SaAmMME L. THOMPSON

Samme L. Thompsc

Title

President and Chief Executive Officer
(principal executive officer)

Chief Financial Officer
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Chief Accounting Officer
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Chairman of the Board

Director

Director

Director

Director
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Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
USA Mobility, Inc.:

We have completed an integrated audit of USA Mbhilnc.’s (formerly Arch Wireless, Inc.) 2004
consolidated financial statements and of its irdbcontrol over financial reporting as of DecemB&y 2004 and
audits of its 2003 and 2002 consolidated finanstalements in accordance with the standards d?uic
Company Accounting Oversight Board (United Stat€sjr opinions, based on our audits, are presergkivb

Consolidated financial statements and financial stement schedule

In our opinion, the accompanying consolidated bz#asheets and the related consolidated statenfents o
income, stockholders’ equity and cash flows pre&any, in all material respects, the financialsitaon of USA
Mobility, Inc. and its subsidiaries (formerly Ar&iireless Inc.) (Reorganized Company) at Decembge2304 and
2003, and the results of their operations and ttash flows for the years then ended and the seveiths ended
December 31, 2002 in conformity with accountingipifples generally accepted in the United StateSnoérica. In
addition, in our opinion, the financial statemecttedule as of and for the years ended Decemb&(08%, and 2003
and the seven months ended December 31, 2002 ilistkd index appearing under ltem 15(a)(2) prestaitly, in
all material respects, the information set forthréin when read in conjunction with the relatedsaodidated
financial statements. These financial statemerdsiaancial statement schedule are the resportyibifithe
Company’s management. Our responsibility is to egpran opinion on these financial statements aaddial
statement schedule based on our audits. We cortlagteaudits of these statements in accordancethgth
standards of the Public Company Accounting Ovetdiglard (United States). Those standards requaevtk plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial
misstatement. An audit of financial statementstideks examining, on a test basis, evidence suppdt@smamounts
and disclosures in the financial statements, aggptte accounting principles used and signifiesstimates made
by management, and evaluating the overall finarstabement presentation. We believe that our apditgide a
reasonable basis for our opinion.

As discussed in Note 1 to the consolidated findrst&ements, the Company restated its 2004, 2002602
consolidated financial statements.

As discussed in Note 2 to the consolidated findrstéements, the United States Bankruptcy Courthie
District of Massachusetts, Western Division congdithe Company’s First Amended Joint Plan of Retrgdion
(the “plan”) on May 15, 2002. Confirmation of thiaup resulted in the discharge of all claims agdinstCompany
that arose before December 6, 2001 and terminlteghdas and interests of equity security holdassprovided for
in the plan. The plan was substantially consummatelay 29, 2002 and the Company emerged from Ibgdy.
In connection with its emergence from bankruptbg, Company adopted fresh start accounting as of 3ag002.

Internal control over financial reporting

Also, we have audited management’s assessmenidettin Management’s Report on Internal ControlfOve
Financial Reporting appearing under Item 9A, th&AWobility, Inc. did not maintain effective intemhcontrol
over financial reporting as of December 31, 20 t the effect of material weakness related tnagament’s
failure to maintain effective controls over (1) thecuracy and valuation of the provision for incaianees and the
related deferred income tax balances; (2) the cetapéss and accuracy of transactional taxes; é3)dmpleteness
and accuracy of accumulated depreciation and digpi@t expense and (4) the completeness, accuraty a
valuation of asset retirement cost, asset retirémigigation and the related depreciation, amotitreand accretion
expenses, based on criteria establishddtarnal Control — Integrated Framewoitsued by the Committee of
Sponsoring Organizations of the Treadway Commis€dSO). The Company’s management is responsible fo
maintaining effective internal control over finaalcieporting and for its assessment of the effecidss of internal
control over financial reporting. Our responsilyilis to express opinions on management’s assessmeran the
effectiveness of the Company’s internal controlrdirancial reporting based on our audit.
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We conducted our audit of internal control oveafigial reporting in accordance with the standafdbe
Public Company Accounting Oversight Board (UnitedtSs). Those standards require that we plan arfidrpethe
audit to obtain reasonable assurance about wheffegtive internal control over financial reportingis maintained
in all material respects. An audit of internal dohbver financial reporting includes obtaining @mderstanding of
internal control over financial reporting, evalimatimanagement’s assessment, testing and evaldaérdgsign and
operating effectiveness of internal control, andgrening such other procedures as we consider sacg# the
circumstances. We believe that our audit providesagonable basis for our opinions.

A company’s internal control over financial repogiis a process designed to provide reasonablesassu
regarding the reliability of financial reportingathe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipfeez A company’s internal control over finanaiaporting
includes those policies and procedures that (bapeto the maintenance of records that, in redslerdetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (iiyvjule reasonable
assurance that transactions are recorded as ngctsparmit preparation of financial statementadcordance wit
generally accepted accounting principles, andréwipts and expenditures of the company are beadg only in
accordance with authorizations of management anedtdirs of the company; and (iii) provide reasoeassurance
regarding prevention or timely detection of unauittexd acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjechéorisk that
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies
or procedures may deteriorate.

A material weakness is a control deficiency, or boration of control deficiencies, that results iorathan a
remote likelihood that a material misstatementhefannual or interim financial statements will hetprevented or
detected. The following material weaknesses haee entified and included in management’s asseassafe
internal control over financial reporting as of Betber 31, 2004:

1. The Company did not maintain effective controls ¢ive accuracy and valuation of the provision for
income taxes and the related deferred income téanioas. Specifically, the Company did not maintain
effective controls to review and monitor the accyraf the components of the income tax provisidewation
and related deferred income taxes and to monieoditfierences between the income tax basis anfirthecial
reporting basis of assets and liabilities to effety reconcile the deferred income tax balandes;Gompany
lacked effective controls to accurately determhre dffective overall income tax rate to use infgeovision
computations; the Company lacked effective contimksppropriately analyze, review and assess tpadtof
state laws on the recoverability of the Companiasesnet operating losses; and, the Company lacéetols
over the valuation of deferred tax assets to enthierappropriate application of federal limitatiofiis control
deficiency resulted in the restatement of the Camisaconsolidated financial statements for 200)3and
2004, restatement of each of the first three intgrériods in 2004 and 2005 and audit adjustmentseto
Company’s 2005 financial statements to correctimedax expense, deferred tax assets, additionddipai
capital and goodwill accounts. Additionally, thisntrol deficiency could result in a misstatementheaf
aforementioned accounts that would result in a retaisstatement to the annual or interim consdéd
financial statements that would not be preventedetected. Accordingly, management determinedttiist
control deficiency constitutes a material weakness.

2. The Company did not maintain effective controlg ¢élve completeness and accuracy of transactional
taxes. Specifically, the Company lacked effective colstto ensure state and local transactional taxes,
including surcharges and sales and use taxes,amerpletely and accurately recorded in accordante wi
generally accepted accounting principles. This r@bmteficiency resulted in the restatement of tleenPany’s
consolidated financial statements for 2002, 20aB2004 and restatement of each of the first thrtrim
periods in 2004 and 2005 to correct general andrasimative expenses and accrued taxes liabilippants.
Additionally, this control deficiency could resiit a misstatement of the aforementioned accouatsibuld
result in a material misstatement to the annuatterim consolidated financial statements that Wt be
prevented or detected. Accordingly, managementmhited that this control deficiency constitutes atenial
weakness.
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3. The Company did not maintain effective controls ¢élve completeness and accuracy of depreciation
expense and accumulated depreciatiddpecifically, the Company lacked effective col#tito ensure the:
(i) application of the appropriate useful lives &mrtain asset groups when calculating deprecigipense and
(ii) timely preparation and review of account recitintions and analyses, and manual journal entgkded to
the determination of depreciation expense and autaied depreciation for the paging infrastructusseds.
This control deficiency resulted in the restatenwrthe Company’s consolidated financial statemé&mnt2003
and 2004, each of the first three interim periad2004 and 2005 and audit adjustments to the Coyp'pan05
financial statements to correct depreciation expemsl accumulated depreciation balances. Additigrthis
control deficiency could result in a misstatemefrthe aforementioned accounts that would resudt imaterial
misstatement to the annual or interim consolidéitezhcial statements that would not be preventedietected.
Accordingly, management determined that this canteficiency constitutes a material weakness.

4. The Company did not maintain effective controlg dive completeness, accuracy and valuation of ¢

retirement cost, asset retirement obligation aneltblated depreciation, amortization and accretexpense.

Specifically, the Company did not maintain effeetcontrols to ensure that the asset retiremesttand asset
retirement obligation were calculated utilizing faé value of costs to deconstruct network assets,
accordance with generally accepted accounting ipfesz The Company also lacked effective controls t
consistently apply their expectations of the usafggessets for recording depreciation expense \mithestimates
of transmitter deconstructions for the asset netinet obligation. This control deficiency resultadlie
restatement of the Company’s consolidated finarst&kements for 2002, 2003 and 2004, each of tbietfiree
interim periods in 2004 and 2005 and audit adjustsxto the Company’s 2005 financial statementteect
the asset retirement cost and asset retiremermadioln and the related depreciation, amortizatiowl accretion
expense. Additionally, this control deficiency abuésult in a misstatement of the aforementionedaats tha
would result in a material misstatement to the ahpuinterim consolidated financial statementg thauld not
be prevented or detected. Accordingly, managemeterchined that this control deficiency constitudes
material weakness.

These material weaknesses were considered in dategithe nature, timing, and extent of audit tegiplied
in our audit of the 2004 consolidated financiatestaents, and our opinion regarding the effectiverdshe
Company’s internal control over financial reportishges not affect our opinion on those consolidéitexhcial
statements.

As described in Management’s Report on Internalt@b®ver Financial Reporting, management has ebatdu
Metrocall Holdings, Inc. from its assessment oéintl control over financial reporting as of Decem®1, 2004
because it was acquired by the Company in a puedmasiness combination during 2004. We have alsluéad
Metrocall Holdings, Inc. from our audit of internantrol over financial reporting. Metrocall Holdjs, Inc. is a
wholly-owned subsidiary whose total assets and teteenues represent 50 percent and 8 percentcatsply, of
the related consolidated financial statement ansasif and for the year ended December 31, 2004.

Management and we previously concluded that thepgamm maintained effective internal control oveificial
reporting as of December 31, 2004. In connectidh tie restatement of the Company’s consolidateahfiial
statements discussed in Note 1 to the consolidatadcial statements management has subsequemngisndeed
that the material weaknesses described above @xstef December 31, 2004. Accordingly, ManagenseREport
on Internal Control Over Financial Reporting hasrbeestated and our opinion on internal controf dwvancial
reporting, as presented herein, is different frbat expressed in our previous report.

In our opinion, management’s assessment that USKilMg Inc. did not maintain effective internal mwol
over financial reporting as of December 31, 2084airly stated, in all material respects, basedriteria
established imnternal Control — Integrated Frameworiksued by the COSO. Also, in our opinion, becalshe
effects of the material weaknesses described atoviee achievement of the objectives of the corritdria, USA
Mobility Inc. has not maintained effective interraintrol over financial reporting as of Decembey 2104, based
on criteria established imternal Control — Integrated Framewoissued by the COSO.

PricewaterhouseCoopers LLP

Boston, Massachusetts

March 16, 2005, except for the restatement disclissBlote 1 to the consolidated financial statersamd the
matter discussed in the penultimate paragraph efdgement’s Report on Internal Control Over Financia
Reporting, as to which the date is May 24, 2006
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
USA Mobility, Inc.

In our opinion, the accompanying consolidated statets of income, of cash flows and of stockholdecglity
for the period from January 1, 2002 to May 31, 2p@&sent fairly, in all material respects, the hssof operations
and cash flows of USA Mobility, Inc. (formerly ArdWireless, Inc.) (Predecessor Company) for theogefriom
January 1, 2002 to May 31, 2002 in conformity vdtitounting principles generally accepted in thaééhEStates of
America. These financial statements are the redpititysof the Company’s management. Our respottisyhis to
express an opinion on these financial statemerstscban our audit. We conducted our audit of thegersents in
accordance with standards of the Public Company#eting Oversight Board (United States). Thosedseas
require that we plan and perform the audit to abtaasonable assurance about whether the finastatements are
free of material misstatement. An audit includeamixing, on a test basis, evidence supporting tih@uats and
disclosures in the financial statements, assessgccounting principles used and significaninesties made by
management, and evaluating the overall financééstent presentation. We believe that our auditiges a
reasonable basis for our opinion.

As discussed in Note 2 to the consolidated findrst&ements, the Company filed a petition on Dduzemg,
2001 with the United States Bankruptcy Court far Bistrict of Massachusetts, Western Division fwrganization
under the provisions of Chapter 11 of the Bankny@ode. The Company'’s First Amended Joint Plan of
Reorganization was substantially consummated on 28a2002 and the Company emerged from bankrupicy.
connection with its emergence from bankruptcy,Gloenpany adopted fresh start accounting.

PRICEWATERHOUSECOOPERSLLP
Boston, Massachusetts
February 26, 2004

F-5




Table of Contents

USA MOBILITY, INC.
CONSOLIDATED BALANCE SHEETS

December 31,

2003 2004
(Restated) (Restated)
(In thousands)
ASSETS
Current asset:
Cash and cash equivale $ 34,58: $ 46,99¢
Accounts receivable, less reserves of $8,645 arB38n 2003 and 2004, respectiv: 28,92t 40,07¢
Deposits 6,77¢ 117
Prepaid expenses and ot 7,89¢ 15,34:
Deferred income ta 32,38¢ 25,52t
Total current asse 110,56 128,05¢
Property and equipment, at cc
Land, buildings and improvemer 19,601 17,19(
Paging and computer equipmi 375,87! 464,96’
Furniture, fixtures and vehicl 6,00¢ 8,731
401,48 490,89
Less accumulated depreciation and amortize 192,97¢ 270,86¢
Property and equipment, r 208,50t 220,02¢
Goodwill — 154,36¢
Assets held for sal 1,13¢ —
Intangible assets, less accumulated amortizatiéb @66 and $10,791 in 2003 and 2004
respectively — 67,12¢
Deferred income tax asst 175,28( 207,04t
Other asset 3 5,51
TOTAL ASSETS $495,49! $782,14
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Current maturities of lor-term deb $ 20,000 $ 47,55¢
Accounts payabl 8,83¢ 6,011
Accrued compensation and bene 16,75¢ 10,32¢
Accrued network cos 7,89 8,95¢
Accrued taxe: 11,39: 30,091
Accrued interes 1,52( 547
Accrued severance and restructur 12,54: 16,241
Accrued othe 11,757 14,29
Customer deposi 5,12¢ 4,31¢
Deferred revenu 20,35! 23,62:
Total current liabilities 116,17 161,97!
Long-term debt, less current maturiti 40,00( 47,50(
Other lon¢-term liabilities 13,05¢ 16,63
TOTAL LIABILITIES 169,23: 226,10
STOCKHOLDERY¢ EQUITY:
Preferred stoc — —
Common stocl 2 3
Additional paic-in capital 318,85¢ 538,10°
Deferred stock compensati (2,682 (1,855
Retained earning 10,08¢ 19,78t
Total Stockholder equity 326,26 556,04(
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $495,49! $782,14°

The accompanying notes are an integral part ottheasolidated financial statements.
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USA MOBILITY, INC.
CONSOLIDATED INCOME STATEMENTS

Revenues
Service, rental and maintenar
Product sale
Total revenu
Operating expense
Cost of products sold (exclusive of depreciation,
amortization, accretion and stock based
compensation shown separately bels
Service, rental and maintenance (exclusive of
depreciation, amortization, accretion and stoc
based compensation shown separately be
Selling and marketing (exclusive of stock based
compensation shown separately bels
General and administrative (exclusive of
depreciation, amortization, accretion and stoc
based compensation shown separately be
Depreciation, amortization and accret
Stock based compensati
Severance and restructuri
Total operating expens
Operating incom:
Interest expens
Interest incom
Gain (loss) on extinguishment of d¢
Other income (expens

Income before reorganization items, net and frest
start accounting adjustmer

Reorganization adjustments, |

Fresh start accounting adjustme

Income (loss) before income tax (exper
Income tax (expenst

Net income (loss

Basic net income (loss) per common skt

Diluted net income (loss) per common sh

Basic weighted average common shares outstal
Diluted weighted average common shares outstat

Predecessor Reorganized Company (Note 2)
Company Seven Months
(Note 2) Ended Year Ended Year Ended
Five Months December 31  December 31 December 31
Ended May 31, 2002 2003 2004
2002 | (Restated) (Restated) (Restated)
(In thousands, except share and per share amounts)
$ 351,72: |$ 432,44' $ 57198 $ 470,75
13,63¢ 20,92« 25,48¢ 19,40¢
365,36( 453,36¢ 597,47¢ 490,16(
10,42¢ 7,74C 5,58( 4,347
105,99( 132,61: 189,29( 160,14-
35,31 37,89 45,63¢ 36,08¢
116,66¢ 136,79: 166,94¢ 130,04¢
82,72( 110,19: 129,65t 107,62¢
— 6,97¢ 6,21¢ 4,86:
— — 16,68: 11,93¢
351,11° 432,21 560,01¢ 455,05:
14,24 21,157 37,46: 35,10¢
(2,259 (18,717 (19,789 (6,365
76 377 551 451
1,621,35! — - (1,03))
11C (1,129 51€ 814
1,633,53! 1,68¢ 18,74: 28,97
(22,509) (2,765) (425) —
47,89¢ — — —
1,658,92; (1,077) 18,31¢ 28,971
- (2,265 (5,30¢) (16,810
$ 1,658,92 |$ (3,342) $ 13,00¢ $ 12,16
$ 9.0¢ |$ 0.17) $ 0.65 $ 0.5¢
$ 9.0¢ |$ (0.17) $ 0.65 $ 0.5¢
182,434,59 | 20,000,000 20,000,00 20,839,95
182,434,59 | 20,000,000 20,034,47 20,966,40

The accompanying notes are an integral part oktheasolidated financial statements.
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Common
Stock

USA MOBILITY, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (DE FICIT)

Additional

Accumulated

Other

Retained
Earnings

Total

Paid-In  Treasury Deferred Stock Comprehensive (Accumulated Stockholders’
Deficit) Equity (Deficit)

Capital

Stock  Compensation

Income (loss)

Predecessor Company
Balance, December 31, 20 $ 1,82«
Net income —
Foreign currency translation
adjustmentt —

(In thousands, except share amounts)

$1,107,23 $

— $

— $

1,991 $

(2,019)

(2,767,95) $
1,658,92;

(1,656,91)
1,658,92.

(2,019)

Total comprehensive incon
Cancellation of predecessor equity

interests upon emergence from

bankruptcy (1,824
Issuance of 20,000,000 shares of

Reorganized Company common

stock upon emergence from

bankruptcy 2C

(1,107,23)

121,45¢

(5,379

2C

1,109,03

1,656,91

116,10:

Balance, May 31, 200 $ 2C

$ 121,45t $

(5379'%

116,10:

Reorganized Company
Balance, June 1, 20( $ 2C
Net (loss) (Restatec —
Foreign currency translation
adjustment: —

$ 121,45t $

(5379 $

116,10
(3,342

1,11¢

Total comprehensive income (lo¢
Partial divestiture of Canadian

subsidiaries —
Amortization of deferred stock

compensatiol —

42C

(2,229
(699)

1,04¢

Balance, December 31, 2002 (Resta 2C
Net income (Restate! —
Change in par value of common st (18
Issuance of common shares to

management pursuant to plan of

reorganizatior —
Amortization of compensation

expense associated with stock

options issued to the board of

directors —
Amortization of deferred stock

compensatiol —
Reversal of valuation allowance

previously recorded against

deferred income tax asst —

195,88:

1,84¢

(2,927)
13,00¢

114,22:
13,00¢

1,30¢

1,84¢

195,88:

N

Balance, December 31, 2003 (Resta
Net income (Restates —
Issuance of 7,236,868 shares of

common stock and 317,044 optic

to purchase common stock in

conjunction with the Metrocall

merger 1
Issuance of common shares to

management pursuant to plan of

reorganizatior —
Amortization of compensation

expense associated with stock

options —
Amortization of deferred stock

compensatiol —
Purchase of treasury sto —
Treasury stock recorded from

unrecognized compensation

expense of terminated managerr

participating in the restricted stock

plan —
Retirement of treasury stor —
Recognition of deferred tax asset for

excess stock compensation

deduction —

318,85¢

2,769

4,42(

(3,119

(2,120
5,23¢

(2,682)

(2,337
(66¢)

614

1,094

2,12(

10,08¢
12,16

(2,469

326,26
12,167

214,23t

972

1,00¢
(3,119

4,42(

Balance, December 31, 2004 (Resta $ 3 $ 53810 $

— 3

(1,859 $

— $

19,78t $

556,04(

The accompanying notes are an integral part ottheasolidated financial statements.
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USA MOBILITY, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Predecessc
Company
(Note 2) Reorganized Company (Note 2
Five Months |Seven Month:
Ended Ended Year Ended  Year Ended
May 31, December 31 December 31 December 31
2002 2002 2003 2004
(Restated) (Restated) (Restated)
(In thousands)
Cash flows from operating activitie
Net income (loss $ 1,658,92 ($ (3,342 $ 13,00¢ $ 12,167
Adjustments to reconcile net income to net cashiges by operating
activities:
Depreciation, amortization and accret 82,72( 110,19: 129,65¢ 107,62
Fresh start accounting adjustme (47,89%) — — —
Deferred income tax expen — 2,26t 1,65¢ 17,76¢
Loss (gain) on extinguishment of de (1,622,64) — — 1,03¢
Amortization of deferred financing cos — 7,18t 4,681 37z
Deferred stock compensati — 6,97¢ 6,21¢ 4,862
Provisions for doubtful accounts and service adjesits 34,35 35,04¢ 22,95¢ 13,56¢
(Gain) loss on disposals of property and equipr — — (16) (93)
Changes in assets and liabilities, net of effeEtaarger:
Accounts receivabl (2,827%) (22,849 (6,867) (2,159
Prepaid expenses and otl (17,22%) 12,82( 14,08( 4,74%
Other lon¢-term asset — — — (4,967)
Accounts payable and accrued exper (11,847 (11,90¢) 652 (28,457)
Customer deposits and deferred reve 4,32¢ (5,777) (20,227 (8,790
Other lon¢term liabilities (727) (1,129 5,43¢ (3,429
Net cash provided by operating activit 77,16: 129,49: 181,24! 114,26!
Cash flows from investing activitie
Additions to property and equipment, | (44,477) (39,939 (25,44¢) (19,23))
Proceeds from disposals of property and equipt — — 3,17¢ 2,99¢
Issuance of lor-term note receivabl — (450) — —
Receipts of lon-term note receivabl — — 28¢€ 271
Cash balance related to partial divestiture of @arasubsidiarie — (870) — —
Merger of companies, net of cash acqu — — — (117,759
Net cash used in investing activiti (44,477) (41,25%) (21,989 (133,72))
Cash flows from financing activitie
Issuance of lor-term debt — — — 140,00(
Repayment of lor-term debt (65,39¢) (90,58() (161,86¢) (105,01
Purchase of common sto — — — (3,119
Net cash provided by (used in) financing activi (65,39¢) (90,58() (161,86¢) 31,87(
Effect of exchange rate changes on ¢ 32 3 — —
Net increase (decrease) in cash and cash equis. (32,677) (2,340 (2,605) 12,41
Cash and cash equivalents, beginning of pe 72,20( 39,520 37,18’ 34,58
Cash and cash equivalents, end of pe $ 39,527 [$ 37,18 $ 34,58: $ 46,99t
Supplemental disclosure:
Interest paic $ 2,257 [$ 10,06 $ 15,03! $ 6,96¢€
Asset retirement obligation and ct $ — |$ 11,741 $ — $ 5,617
Repayment of debt with restricted ci $ 36,89¢ |$ — $ — 3 —
Income taxes pai $ — |$ — $ — $ 1,72¢
Common stock and options issued in Metrocall me $ — |$ — $ — $ 214,23t
Liabilities assumed in merg $ — |$ — — $ 57,21«
Issuance of new debt and common stock in exchang@&bilities $ 416,10. |$ — $ — $ —
Reorganization expenses p. $ 22,50: |$ — 3 — 3 —

The accompanying notes are an integral part ottheasolidated financial statements.
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USA MOBILITY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 Organization and Significant Accounting Policies

Restatement of Prior Year Financial StatementsDuring 2005, USA Mobility, Inc. (“USA Mobility” the
“Company” or “we”) identified adjustments relatexldertain assets, liabilities, and expenses o€, 2003 and
2004 consolidated financial statements and theestise quarterly financial information. Accordingthe Compan'
has restated the seven months ended December@® af@ the annual 2003 and 2004 consolidated fiaanc
statements and the respective quarterly financfarination. The Company’s assessment of certaintiitisd
accounting errors resulted in the following adjustits to previously reported periods:

1. Asset retirement obligations were incorrectlicatated in 2002, 2003 and 2004The Company
adopted the provisions of Statement of Financialodmting Standards (“SFAS”) No. 148¢counting for Asse
Retirement Obligation6'SFAS No. 143") in 2002. The Company did not rettre initial asset retirement
obligation and related asset retirement cost upoergence from bankruptcy; therefore, the Company
understated subsequent accretion expense relatied &sset retirement obligation and depreciatiqueese of
the asset retirement cost in 2002. In additior2d62, 2003 and 2004 the Company did not correcttythe fair
value of costs to deconstruct transmitters to dater the fair value of the asset retirement obiaatwhich
understated reported liabilities and assets. Thapgamy’s expected timing of cash flows of the traittem
deconstructions have also been revised to coineittetheir depreciable lives that were estimatedrdythe
applicable time period.

Accordingly, the restated financial statementsfd3exember 31, 2002 include increases of $9.3 onilin
property and equipment, at cost, $4.6 million inwoulated depreciation, $6.3 million in depreciatio
amortization and accretion expense, $2.9 millioaurrent liabilities and $5.4 million in long-termabilities,
and a decrease of $2.7 million in service, remdl maintenance expense. The restated financiehsésits for
2003 include a decrease of $2.2 million in propany equipment, at cost, increases of $0.2 million
accumulated depreciation, $2.8 million in depregratamortization and accretion expense, decraafses
$2.2 million in current liabilities, $0.05 milliom long-term liabilities, and $2.5 million in secd, rental and
maintenance expense. The restated financial statsrfee 2004 include a decrease of $0.05 millioprioperty
and equipment, at cost, increases of $0.9 millioadcumulated depreciation, $2.7 million in depagaon,
amortization and accretion expense, $0.2 millioaurrent liabilities, $1.1 million in long-term liities, and a
decrease of $0.5 million in service, rental andntegiance expense. During the first, second and thiarters
of 2004 accumulated depreciation increased bythess $0.2 million in each quarter. Current liabt
decreased by less than $0.1 million in each ofitee second and third quarters of 2004. Long-té&atilities
increased by $0.4 million in each of the first,@®t and third quarters of 2004. Depreciation, airatibn and
accretion expense increased by $0.6 million in edi¢he first, second and third quarters of 2004levbervice,
rental and maintenance expense decreased by $ldnrim the first quarter of 2004 and decreased by
$0.2 million in each of the second and third quarté 2004.

2. Certain adjustments to the value of the deferredaigset for 2003 and 2004 were not calculated
appropriately. In 2003, the deferred tax asset attributablegtesncome tax net operating losses (“NOLSs”")
was overstated due to the misapplication, for asting purposes, of state laws which govern thaza@bn of
NOLs. Previously, the Company valued its 2003 stateme tax NOLs based on an erroneous state intame
rate and a single NOL utilization rule rather tleman evaluation of each applicable jurisdictioa® and
rules. The Company also determined that its 2008l tax asset for certain fixed assets and gildes was
misstated due to errors in the accounting for &sidand in the application of a federal limitati®he federal
limitation may restrict certain tax depreciatiordaamortization deductions for a limited time. Aatiogly, the
restated financial statements include a net $11llmdecrease in deferred tax assets and additipaid-in
capital as of December 31, 2003.

In addition to the impact of the matters describbdve, in 2004, an erroneous calculation was used t
determine the applicable state income tax rate tesedlue deferred tax assets. The 2004 calculatidhmot
properly consider the Company’s state income tgognment. Accordingly, the restated financialtetnents
include a $19.6 million decrease in deferred taetsand a $7.5 million increase to income tax espe
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USA MOBILITY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Contin ued)

for the year ended December 31, 2004. In additlus,error impacted the value attributed to acquassets
resulting in an increase of $1.7 million to goodwil2004.

3. Certain state and local transactional taxes werénecorded in the appropriate periodsThe
Company’s process for identifying and recordingestand local transactional taxes failed to recogiz
$2.8 million liability for certain transactionalxes imposed by certain jurisdictions in which thentpany
operates. These errors were initially noted andgeized by the Company in the second and thirdtgrsaof
2005 through recognition of additional expense. Eesv, during the preparation of the Company’s 2005
financial statements, the Company determined thstaippropriate to restate previous years’ finainci
statements because only $0.6 million of the liapbilelates to 2005 and the remaining $2.2 milliaasvincurred
in prior years. To correct these errors, the redtéihancial statements reflect the recognitiothee expenses
in the appropriate accounting periods. Accordingig, restated financial statements include a $@lBbm
$0.8 million and $0.7 million increase in genenadladministrative expense in 2002, 2003 and 2004,
respectively, and a $2.2 million decrease in gdresrd administrative expense in 2005. In addittbig error
impacted the value attributed to acquired asssetdtieg in an increase of $0.2 million to goodviill2004.

4. Adjustments were required to assets and liabiliieguired as part of the November 2004 acquisitit
Metrocall. As a result of a failure to accurately and cortgheapply cash receipts at Metrocall, the Company
incorrectly allocated the purchase price considameb other accounts receivable recorded in tetohical
Metrocall financial statements. This error resuitedn overstatement of other accounts receivable o
$0.7 million at December 31, 2004. Accordingly, thstated financial statements include a decreaaedount
receivable of $0.7 million with a correspondingrease to goodwill at December 31, 2004.

5. Depreciation expense was incorrectly calculated003 and 2004. Depreciation expense did not
accurately reflect the expected economic usageeo€ompany’s paging network infrastructure asgdts.
Company previously established an overall depréeilfie of 60 months for its paging infrastructumed
accelerated depreciation on specified asset gron2803, the depreciation expense related to icesteecified
asset groups that were removed from service waproperly calculated.

Accordingly, the restated financial statements2fa®@3 include an increase in depreciation, amoitinat
and accretion expense and accumulated deprec@t®n6 million. The restated financial statements2004
reflect a $9.9 million decrease in depreciationpeimation and accretion expense and accumulated
depreciation. The interim quarterly financial staéats for the first, second and third quartersGiffreflect a
decrease in depreciation, amortization and aceretipense and accumulated depreciation of $0.omill
$3.5 million and $1.2 million, respectively.

6. Employee severance was not recorded during 20D4ring 2004 certain Arch key executives were
terminated, triggering potential future paymense¥erance benefits. The Company did not approfyiaterue
the fair value of certain one-time future terminatbenefits due to those executives, resultingiin a
understatement of severance expense and accroéitidis for the quarter and year ended DecembefB04
of $0.9 million. Accordingly, the restated finarnicsgatements include an increase in accrued ltasland
severance expense in the fourth quarter of 20&0& million.

7. Other income was not recorded properlfthe Company determined that a correction of itsomity
interest in GTES LLC, a consolidated subsidiarygioally recorded in the first quarter of 2005, altbbe
recorded in the fourth quarter of 2004. Accordinghe restated financial statements include areas® to othe
income by $0.2 million and a decrease to otherimmm liabilities by $0.2 million in the fourth quar of 2004

None of the restatement items discussed above tegbaeported revenues, cash balances or cash flows.

F-11




Table of Contents

USA MOBILITY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Contin ued)

The following tables provide a summary of the restent adjustments:

Summary of Adjustments to
Operating Income, Net Income, and Earnings per Shar
(In thousands except per share amounts)

Seven Month

Ended Year Ended
December 31 December 31,
2002 2003 2004
Operating incom— as previously reporte $ 2532t $46,11F $29,04¢
Increase (decrease) due to change
Service, Rental and Maintenar 2,684 2,54¢ 504
General and administrative expel (536) (787) (747)
Depreciation, amortization, and accret (6,317 (10,42) 7,161
Severance and restructuri — — (85€)
Operating income (los— as restate $ 21,157 $37,46: $35,10¢
Net income (loss— as previously reporte $ 827 $16,12¢ $13,48!
Adjustments to operating income (loss), (4,169 (8,659 6,06z
Other income, ne— increase (decreas — — 15€
Income tax expens— (increase) decrea: — 5,53z (7,5372)
Net income (loss— as restate: $ (3,342 $13,00¢ $12,16]
Seven Month:
Ended Year Ended
December 31 December 31,
2002 2003 2004
Diluted net income per common sh— as previously reporte $ 0.04 $081 $ 0.64
Effect of adjustments to incon (0.27) (0.16) (0.06)
Diluted net income (loss) per common sh— as restate $ (0.19) $ 0.65 $ 0.5¢
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Summary of Adjustments to Assets and Liabilities
(In thousands)

December 31,

2002 2003 2004
Assets
Increase (decrease)
Accounts receivable, n $ — % — $ (740
Property and equipment, r 4,71( (5,367 3,52(
Goodwill — — 2,57¢
Deferred income tax asse — (11,887 (19,58%)
Total impact on Assel $ 4,71C $(17,250 $(14,230)
Total Assets, as restat $442,63: $495,49' $782,14
Liabilities
Increase (decrease)
Accrued taxe: $ 5H3€ $ 1317 $ 2,23
Accrued restructurin — — 85€
Accrued othe 2,93¢ 78C 951
Other lon¢-term liabilities 5,404 9,01z 9,02¢
Total impact on Liabilitiet $ 887¢ ¢ 11,10¢ $ 13,06:
Total Liabilities, as restate $328,41( $169,23. $226,10°
Equity
Increase (decrease)
Additional paic-in capital $ —  $(21,070 $(18,699
Retained earning (4,169 (7,289 (8,607
Total impact on Equit $ (4,169 $(28,359) $(27,29)
Total Equity, as restate $114,22:  $326,26¢  $556,04(
Total impact on Liabilities & Equit $ 4,71C $(17,250 $(14,230)
Total Liabilities and Equity, as restat $442,63: $495,49! $782,14

F-13




Table of Contents

USA MOBILITY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Contin ued)

The financial statement line items impacted by ¢hedjustments are summarized in the following ®le
thousands, except shares and per share amounts):

December 31, 2003 December 31, 2004
As As
previously previously

reported  Asrestatec  reported

As restatec

(In thousands)

ASSETS
Accounts receivable, n $ 26,05 $ 28,92 $ 37,75(
Deferred income tax asse— current 30,20¢ 32,38¢ 26,90¢
Total current asse 105,51: 110,56° 127,11:
Property and equipment, r 213,87. 208,50t 216,50¢
Goodwill — — 151,79
Deferred income tax ass«— long-term 189,34t 175,28( 225,25!

Total Assets

$509,87: $495,49! $793,30!
LIABILITIES AND STOCKHOLDERS' EQUITY

Accrued compensation and bene $ 17,82( $ 16,75¢ $ 17,79:
Accrued taxe! 10,07¢ 11,39: 27,86:
Accrued severance and restructutr 11,48: 12,54: 4,97¢
Accrued othe 8,10/ 11,757 10,27¢
Total current liabilities 111,200 116,17° 151,91°
Other lon¢-term liabilities 4,04: 13,05 10,55¢
Total Liabilities 155,24¢ 169,23: 209,97:
Total Stockholder Equity 354,62: 326,26: 583,33
Total Liabilities and Stockholde’ Equity $509,87. $495,49! $793,30¢
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Seven Months Ended Year Ended Year Ended
December 31, 2002 December 31, 2003 December 31, 2004
As As As
previously previously As previously As
reported  Asrestatec  reported restated reported restated
Service, rental and maintenar $135,29! $132,61: $192,15¢ $189,29( $161,07: $160,14«
General and administratiy 136,25 136,79¢ 166,167 166,94¢ 129,29¢ 130,04t
Depreciation, amortization and accret 103,87 110,19: 118,91 129,65¢ 114,36° 107,62¢
Stock based compensati 6,97¢ 6,97¢ 11,42( 6,21¢ 12,927 4,86:
Severance and restructuring char — — 11,48 16,68 3,01¢ 11,93¢
Total operating expens 428,04: 432,21. 551,36. 560,01t 461,11: 455,05:
Operating incom: 25,32¢ 21,157 46,11°¢ 37,46 29,04¢ 35,10¢
Other income (1,129 (1,129 51€ 51€ 65¢ 814
Income before income tax (expen 3,092 (2,077  26,96¢ 18,31¢ 22,75¢ 28,97
Income tax (expenst (2,265 (2,265 (10,84) (5,309 (9,27¢) (16,810
Net income $ 827 $ (3,347 $ 16,12¢ $ 13,00¢ $ 13,48. $ 12,167
Basic net income per common sh $ 00¢£ $ (01D $ 081 $ 06 $ 065 $ 0.5¢
Diluted net income per common shi $ 004 $ (01H$ 081 $ 06t $ 064 $ 0.5¢

Business— USA Mobility, formerly Arch Wireless, Inc., islaading provider of wireless messaging and
information services in the United States. CurgentiISA Mobility provides one-way and two-way messag
services. One-way messaging consists of numeri@abthnumeric messaging services. Numeric messaging
services enable subscribers to receive messagem¢heomposed entirely of numbers, such as a phomber,
while alphanumeric messages may include numbersetieds, which enable subscribers to receiverteedsages.
Two-way messaging services enable subscribersth aed receive messages to and from other wirelessaging
devices, including pagers, personal digital assistar PDAs and personal computers. USA Mobiligoadffers
wireless information services, such as stock quatess, weather and sports updates, voice masppatized
greeting, message storage and retrieval and equidoss and/or maintenance protection to both owktao-way
messaging subscribers. These services are commedalyed to as wireless messaging and informatovices.

Organization and Principles of Consolidation YSA Mobility is a holding company formed to effebe
merger of Arch Wireless, Inc. and subsidiaries ¢#) and Metrocall Holdings, Inc. and subsidiariidetrocall”),
which occurred on November 16, 2004 (see Noter®)r B the merger, USA Mobility had conducted rpemations
other than those incidental to its formation. Fpafficial reporting purposes, Arch was deemed tithb@ccounting
acquirer of Metrocall. The historical informatioor fUSA Mobility includes the historical financiaiformation of
Arch for 2002, 2003 and 2004 and the acquired dipsrsof Metrocall from November 16, 2004. The
accompanying consolidated financial statementsidethe accounts of the Company and its wholly @vne
subsidiaries, Arch and Metrocall. All significamtércompany accounts and transactions have beamated in
consolidation. Investments in affiliated compantest are 20%-50% owned entities, or those in whietcan
otherwise exercise significant influence, are aoted for under the equity method of accounting,citinclude
PageNet Canada, Inc. and Iris Wireless, Inc., bbtlkhich have a carrying value of zero.

Bankruptcy-Related Financial Reporting- The consolidated financial statements of Arafgro its
emergence from Chapter 11 on May 29, 2002 (thed#&tessor Company”), have been prepared in accardeitic
the American Institute of Certified Public Accounis Statement of Position 90Hinancial Reporting by Entities |
Reorganization under the Bankruptcy C(*SOP 90-7”). Substantially all of the PredecesSsompany’s pre-
petition debt was in default. As required by SOP79the Predecessor Company recorded the pregpetigbt
instruments at the allowed amount, as defined bl S®-7.
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Upon emergence from Chapter 11, the “Reorganizedpgany” restated its assets and liabilities, in adance
with SOP 90-7, on the fresh start basis of accagntihich requires recording the assets on a fairevaasis similar
to those required by Statement of Financial AcciognBtandards (“SFAS”) No. 14Business Combinations
(“SFAS No. 141").

Reclassifications— Certain prior years’ amounts have been reclasktb conform with current year’s
presentation. Those reclassifications include (linarease of $2.9 million to accounts receivalole accrued other
associated with inactive customer credit balanaed,(2) a decrease to accrued compensation ofdillidn with a
corresponding increase to accrued restructuringsamdrance, (3) decreases to restructuring ankl based
compensation of $11.5 million and $5.2 million,pestively, with a corresponding increase to sevaran
restructuring and other of $16.7 million and (4¢m@ases to service, rental and maintenance expé$€e3 million
with a corresponding increase to depreciation, #radion and accretion for accretion expense optassirement
obligation.

Risks and Other Important Factors- Based on current and anticipated levels of djprs, USA Mobility’s
management believes that the Company’s net castidgbby operating activities, together with cashhand, will
be adequate to meet its cash requirements footiesdeable future.

In the event that net cash provided by operatitigiies and cash on hand are not sufficient to nfietgire cash
requirements, USA Mobility may be required to reelptanned capital expenditures, sell assets oraddikional
financing. USA Mobility can provide no assurancatttreductions in planned capital expenditures ocg@eds from
asset sales would be sufficient to cover shortfalvailable cash or that additional financing Vaole available or,
if available, offered on acceptable terms.

USA Mobility believes that future fluctuations its revenues and operating results may occur doetty
factors, particularly the decreased demand fan#ssaging services. If the rate of decline formnassaging servic
exceeds our expectations, revenues will be nedgtivgpacted, and such impact could be material. W&sbility’s
plan to consolidate its networks may also negatiirapact revenues as customers experience a redunotiand
possible disruptions of, service in certain aréhgler these circumstances, USA Mobility may be im&badjust
spending in a timely manner to compensate for atyré revenue shortfall. It is possible that, duthese
fluctuations, USA Mobility’s revenue or operatingsults may not meet the expectations of investodsceeditors,
which could impair the value of USA Mobility’s coman stock.

Use of Estimates— The preparation of financial statements in comfty with accounting principles generally
accepted in the United States of America requirasagement to make estimates and judgments that #ige
reported amounts of assets, liabilities, revenexgenses and related disclosures. On an on-gosig, hSA
Mobility evaluates its estimates and assumptionduding but not limited to those related to the@mment of long-
lived assets and goodwill, allowances for doukgitdounts and service credits, revenue recogniisset retirement
obligations, income taxes and restructuring charg& Mobility bases its estimates on historicgberience and
various other assumptions that are believed te@asanable under the circumstances, the resultsiohviorm the
basis for making judgments about the carrying v@bfeassets and liabilities that are not readilyaapnt from other
sources. Actual results may differ from these estis under different assumptions or conditions.

Allowances for Doubtful Accounts and Service CeditUSA Mobility extends trade credit to its customfans
messaging services. Service to customers is géndistontinued if payment has not been receivatiwi
approximately sixty days of billing. Once servisadiscontinued, accounts are subject to interndleaternal
collection activities. If these efforts are unswesfal, the account is written off, which generaltscurs within
120 days of billing. USA Mobility records two all@muces against its gross accounts receivable balance
allowance for doubtful accounts and an allowanceséovice credits. Provisions for these allowararesrecorded ¢
a monthly basis and are included as a componeggrdral and administrative expense and a reducficgvenue,
respectively.
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Estimates are used in determining the allowanceddabtful accounts and are based on historicaéctidn
experience, current trends and a percentage @citwunts receivable aging categories. In determithiase
percentages historical write-offs are reviewedluding comparisons of write-offs to provisions ftwubtful
accounts and as a percentage of revenues. Thefdkie allowance to gross receivables is comptréiistorical
levels and amounts collected and related statiatiesnonitored. The allowance for doubtful accouvas
$5.0 million and $3.8 million at December 31, 2@G0®I 2004, respectively.

The allowance for service credits and related [gions is based on historical credit percentagesetucredit
and aging trends and days billings outstanding slélings outstanding is determined by dividing ttaily average
of amounts billed to customers into the accourteiw@ble balance. This approach is used becauseré accurate
represents the amounts included in accounts rdgeiaad minimizes fluctuations that occur in dagles
outstanding due to the billing of quarterly, semiraal and annual contracts and the associateduevbat is
deferred. A range is developed and an allowanpecisrded within that range based on an assessihiahds in
days billings outstanding, aging characteristicd atther operating factors. The allowance for serciedits was
$3.6 million and $4.5 million at December 31, 2@0®I 2004, respectively.

Long-Lived Assets— Leased messaging devices sold or otherwisedetire removed from the accounts at
their net book value using the weighted-averagenatketProperty and equipment is depreciated usiegtiiaight-
line method over the following estimated usefuev

Estimated

Useful Life
Asset Classificatior (in Years)
Buildings and improvemen 20
Leasehold improvements Shorter of 3 or

Lease Tern

Messaging device 1-2
Messaging and computer equipm 1.25-10
Furniture and fixture 5
Vehicles 3

In accordance with SFAS No. 144ccounting for the Impairment or Disposal of Longdd Assets
(“SFAS No. 144"), USA Mobility is required to evailte the carrying value of its long-lived assets egrdain
intangible assets. SFAS No. 144 first requiressessment of whether circumstances currently exkisth suggest
the carrying value of long-lived assets may notdm®verable. At December 31, 2003 and 2004, thepgaosndid
not believe any such conditions existed. Had tloeselitions existed, USA Mobility would have asselstge
recoverability of the carrying value of the Comparipng-lived assets and certain intangible assasged on
estimated undiscounted cash flows to be generated such assets. In assessing the recoverabilityesk assets,
USA Mobility would have projected estimated casiwié based on various operating assumptions suabesiage
revenue per unit, disconnect rates, and sales arkfavce productivity ratios. If the projection ohdiscounted cash
flows did not exceed the carrying value of the ldingd assets, USA Mobility would have been reqdite record
an impairment charge to the extent the carryingevalixceeded the fair value of such assets.

Goodwill and Other Intangible Assets Goodwill is not amortized and will be evaluated impairment at
least annually, or when events or circumstancegesiga potential impairment may have occurredctoadance
with SFAS No. 142Goodwill and Other Intangible AssdtSFAS No. 142"), USA Mobility has selected the fthu
quarter to perform its annual impairment test. SBS 142 requires USA Mobility to compare the featue of the
reporting unit to its carrying amount on an anrhadis to determine if there is a potential impamm#é the fair
value of the reporting unit is less than its cargyvalue, an impairment loss is recorded to therexhat the fair
value of the goodwill within the reporting unitless than the carrying value. The fair value foodyaill is
determined based on discounted cash flows, markkiphes or appraised values as appropriate.
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Other intangible assets were recorded at fair valdkee date of acquisition and amortized overgusri
generally ranging from one to five years.

Revenue Recognitioar- USA Mobility’s revenue consists primarily of mihiy service and lease fees charged
to customers on a monthly, quarterly, semi-annuaihmual basis. Revenue also includes the sales$aging
devices directly to customers and other compahigsresell the Company’s services. In accordante tive
provisions of Emerging Issues Task Force (“EITEYUe No. 00-21Revenue Arrangements with Multiple
Deliverables (“EITF No. 00-21"), the Company evaluated theseereie arrangements and determined that two
separate units of accounting exist, messagingserevenue and device sale revenue. Accordindlgctafe July 1,
2003, the Company recognized messaging servicauevaver the period the service is performed anemee fron
device sales is recognized at the time of shipniém.Company recognizes revenue when these foir tréteria
have been met: (1) persuasive evidence of an ana@gt exists, (2) delivery has occurred or servieadered,

(3) the fee is fixed or determinable and (4) cdikglty is reasonably assured.

Prior to July 1, 2003, in accordance with SAB 1R&yenue Recognition in Financial Statementspundled
the sale of two-way messaging devices with thaedlaervice, since we had determined the saleeofehvice was
essential to the functionality of the device. Tlere, revenue from tweray device sales and the related cost of
were recognized over the expected customer reltipnwhich was estimated to be two years. In ataore with
the transition provisions of EITF No. 00-21, welwibntinue to recognize previously deferred reveang expense
from the sale of two-way devices based upon theréiration schedules in place at the time of defeAg
December 31, 2004, we had approximately $139,0@®f&rred revenue and $39,000 of deferred expéasenvill
be recognized in future periods, principally owes hext two quarters.

Shipping and Handling Costs -JSA Mobility incurs shipping and handling costssend and receive
messaging devices to its customers. These cosiscdumded in general and administrative expenseaandunted to
$2.3 million, $4.0 million, $5.3 million and $4.5iltron for the five months ended May 31, 2002, seweonths
ended December 31, 2002 and years ended Decemi@d@.and 2004, respectively.

Cash Equivalents— Cash equivalents include short-term, interestribg instruments purchased with
remaining maturities of three months or less.

Fair Value of Financial Instruments— USA Mobility’s financial instruments, as definedder SFAS No. 107,
Disclosures about Fair Value of Financial Instrunte, include its cash, accounts receivable and aceqayable
and bank debt. The fair value of cash, accountsivable and accounts payable are equal to theiyingrvalues at
December 31, 2003 and 2004. The fair value of ti# @ included in Note 5.

Stock-Based Compensatien Effective January 1, 2003, compensation expasseciated with options is
being recognized in accordance with the fair vaiavisions of SFAS No. 12%tock Based CompensatigBFAS
No. 12%"), over the options’ vesting period. The transitio these provisions was accounted for and diedlas
accordance with the provisions of SFAS No. 14&ounting for Stock-Based Compensation — Tramséiw
Disclosure, utilizing the prospective method.

Income Taxes— USA Mobility accounts for income taxes under phevisions of SFAS No. 10%ccounting
for Income Taxe(“SFAS No. 109"). Deferred tax assets and lialaitare determined based on the difference
between the financial statement and the accoufinigcome tax bases of assets and liabilitiesggithe provision
of enacted laws. The Company would provide a vadnallowance against net deferred tax asseta#feth on
available evidence, it is more likely than not tiederred tax assets would not be realized (see Rote

New Accounting Pronouncements In December 2004, the FASB issued a revisioBtafement No. 123,
Accounting for Sto-Based CompensatidiSFAS No. 123R”) Share-Based Paymel8FAS No. 123R supersedes
APB Opinion No. 25Accounting for Stock Issued to Employees] its related implementation guidance.

SFAS No. 123R establishes standards for the adomuiur transactions in which an entity exchangs®quity
instruments for goods or services. It also addeegs@sactions in which an entity incurs liabiktia exchange for
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goods or services that are based on the fair \althee entity’s equity instruments or that may béled by the
issuance of those equity instruments. SFAS No. 1f88Rses primarily on accounting for transactians/hich an
entity obtains employee services in share-basemheaytransactions. SFAS No. 123R does not charge th
accounting guidance for share-based payment traosaavith parties other than employees provided in

SFAS No. 123 as originally issued and EITF Issue918,Accounting for Equity Instruments That Are Isswed t
Other Than Employees for Acquiring, or in Conjuantivith Selling, Goods or Servic&rAS No. 123R is effecti
as of the first interim or annual period that begafter June 15, 2005. The Company elected to adopt

SFAS No. 123R as of January 1, 2005. Since the @aynpreviously adopted the fair value provisionSBAS 12:
and SFAS 148, this adoption will not have a matém@act on the financial statements.

2. Arch Wireless Petition for Relief Under Chapter 11and Fresh Start Accounting

Certain holders of 12/ 4% senior notes of Arch Wireless Communications,, laavholly owned subsidiary of
Arch Wireless, Inc., filed an involuntary petitiagainst it on November 9, 2001 under Chapter thebankruptcy
code in the United States Bankruptcy Court forDirgrict of Massachusetts, Western Division. On &maber 6,
2001, Arch Wireless Communications, Inc. consetddtie involuntary petition and the bankruptcy ¢amntered a
order for relief under Chapter 11. Also on Decenthe2001, Arch and 19 of its wholly owned domestibsidiaries
filed voluntary petitions for relief under Chaptet with the bankruptcy court. These cases werélyoarministered
under the docket for Arch Wireless, Inc., et ahs€ No. 01-47330-HJB. After the voluntary petitveas filed, Arch
and its domestic subsidiaries operated their besggand managed their properties as debtors-gegsien under
the bankruptcy code until May 29, 2002, when Aroteeged from bankruptcy. Arch and its domestic slibsies
are now operating their businesses and propeuiesgaoup of reorganized entities pursuant toeghmag of the plan
of reorganization.

Pursuant to Arch’s plan of reorganization, alltsfformer equity securities were cancelled anchthiders of
approximately $1.8 billion of its former indebtedseeceived securities which represented subdtaraibof
Arch’s consolidated capitalization, consisting @08 million aggregate principal amount of 10% senio
subordinated secured notes (which have been fefigid), $100 million aggregate principal amount of
12% subordinated secured compounding notes (wlaeh heen fully repaid) and approximately 95% oftAscher
outstanding common stock. The remaining commorkstbapproximately 5% was distributed pursuanti® term:
of the 2002 Stock Incentive Plan to certain membé#isch’s senior management.

The accompanying Predecessor Company Consolidataddtal Statements have been prepared in accagdanc
with SOP 90-7 and on a going concern basis, whictieenplates continuity of operations, realizatibassets and
liquidation of liabilities in the ordinary coursé lousiness. Although May 29, 2002 was the effectiate of Arch’s
emergence from bankruptcy, for financial reportiogvenience, Arch accounted for consummation opthe as o
May 31, 2002.

As a result of the application of fresh start aetng, Arch’s financial results during the year edd
December 31, 2002 include two different bases obacting and, accordingly, the operating result @ash flows
of the Reorganized Company and the Predecessor @oyngpe presented separately. The Reorganized Gyspa
financial statements are not comparable with tloddgke Predecessor Company.

During the five months ended May 31, 2002, the Eredsor Company recorded reorganization expense of
$22.5 million consisting of $15.3 million of prof@enal fees, $3.1 million of retention costs andl$4illion paid o
accrued to settle specific pre-petition liabilitiasconjunction with assumed contracts. Contradiutarest expense
not accrued or recorded on pre-petition debt tdt&lé5.0 million for the five months ended May 3002.

3. Merger of Arch and Metrocall

USA Mobility, a holding company, was formed to effé¢he merger of Arch and Metrocall, which occurced
November 16, 2004. Under the terms of the mergeresigent, holders of 100% of the outstanding Arahroon
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stock received one share of the Company’s comnumk $or each common share held of Arch. Holders of
2,000,000 shares of Metrocall common stock recedagtsideration totaling $150.0 million of cash atidof the
remaining shares of Metrocall’'s common stock wexeheexchanged for 1.876 shares of USA Mobility canm
stock. Upon consummation of the merger exchangmdpArch and Metrocall common shareholders held
approximately 72.5% and 27.5%, respectively, of USability’ s common stock on a fully diluted basis. At thed
of the merger, each outstanding option to purclbasgmon stock of Metrocall was converted into anarpto
purchase the number of shares of common stock 8f M&bility determined by multiplying the number siiares
subject to the original option by 1.876, at an eiser price determined by dividing the exerciseguntthe original
option by 1.876, and otherwise on the same terrdsanditions as were applicable to such Metro¢atilsoptions.
At the time of the merger, outstanding optionsuechase common stock of Arch were converted int@op to
purchase the same number of shares of common stdd8A Mobility on the same terms and conditionattivere
applicable to such Arch stock options.

USA Mobility expects to benefit from operating amtther synergies which Arch or Metrocall could nohiave
as stand-alone entities and be capable of imprioregiterm financial performance through elimination eflundan
overhead and duplicative network structures.

The merger was accounted for using the purchaseati@tf accounting pursuant to SFAS No. 141. Arck wa
deemed the accounting acquirer. Accordingly, tresbaf Arch’s assets and liabilities as of the asitjon date are
reflected in the balance sheet of USA Mobilitytegit historical basis. Amounts allocated to Mettbsassets and
liabilities are based upon the total purchase @i the estimated fair values of such assetsialitities on the
effective date of the merger. The results of openatof Metrocall have been included in USA Molyikt results
from November 16, 2004.

The aggregate purchase price for Metrocall of $882llion (as restated) including $150.0 milliona#sh,
common stock valued at $207.6 million, and optitmpurchase USA Mobility common stock valued at
$9.0 million. The value of the common shares issoedetrocall shareholders was determined basati@average
market price of Arch common stock for the seday-period beginning three days before and endiregtdays afte
the date the merger was publicly announced.

As part of the restatement, liabilities assumedeased by $0.2 million from $57.2 million to $5Tllion to
reflect adjustments to accrued taxes. The fairevafiaccounts receivable acquired was reduced Byrillion to
reflect errors in the accumulation of other acceunteivable at the date of the merger. In additieferred income
tax assets were reduced by $3.0 million to reflecdrrection of the expected applicable incomease used to
calculate the value of the deferred tax assetsimpact of these items resulted in an aggregatease to liabilities
assumed, a decrease in the fair value of identi#fiabsets acquired, and an increase of $3.9 mitid@oodwill from
$151.8 million to $155.7 million as of December 3004. (See Note 1)
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The restated purchase price has been allocatedl@ss ($ in thousands):

At November 16,

2004
Consideration exchange
Fair value of shares issu $ 207,56
Fair value of options issue 9,00t
Cash paymer 150,00(
Transaction cosl 8,87(
375,43t
Liabilities assumed (restate 57,38t
Total purchase pric 432,82:
Less estimated fair value of identifiable assetpiaed:
Cash and cash equivalel 41,11
Accounts receivable (restate 26,02:
Prepaid expenses and other current a: 7,38(
Property and equipme 90,68:
Deferred tax assets (restat: 38,11¢
Intangible assel 72,25¢
Other asset 553
Deferred compensatic 2,332
Total assets acquire 278,45:
Goodwill (restated $ 154,36¢

The following table summarizes the fair valueshef assets acquired (as restated) and liabilitesnasd (as
restated) at the date of acquisition ($ in thousand

At November 16,

2004
Current assets (restate $ 74,51
Property, plant and equipment (restal 90,68:
Intangible asset 72,25¢
Deferred tax assets (restat 38,11¢
Goodwill (restated 154,36
Other asset 552
Deferred Compensation (presented as contra ec 2,332
Total assets acquire 432,82:
Current liabilities (restatec (57,310
Long-term deb (75
Total liabilities assume (57,38Y)
Net assets acquire $ 375,43t

In connection with the transaction, USA Mobilitypects to incur restructuring costs primarily agsuit of
severance and relocation of workforce and the altimn of duplicate facilities and networks relatedvetrocall’s
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operations. Such costs have been recognized ydhgany as a liability assumed as of the acquisiiate, to the
extent known or estimable. These restructuringscoshsisted of $2.4 million of employee relocatinl
termination benefits. Through December 31, 20049 #dlllion of these costs had been paid. The Compapects
to pay the remaining liability in 2005. The Compaatgo expects additional restructuring costs rdladehe merger
to be incurred during 2005 as the Company finalaes implements its reduction of duplicate fachti
rationalization of its network infrastructure, clgas to telecommunication contracts, further severamd relocatic
of employees and other costs. The purchase pimeatibn will be adjusted as these additional cbstsome known
or estimable for up to one year from the transactiate.

The amount of purchase price allocated to intargiiskets and their respective amortization periaae as

follows:
Allocated Amortization Amortization
Amount Period Method
Customer relationships and contre $65,04¢ 5year.  Economic Consumptio
Deferred financing cos 3,45¢ 2 year  Straight Line
Commission license 1,63( 5year.  Straight Line
Other 2,11¢ lyea  Straight Line
$72,25¢

The amortization periods above result in a weiglateekage amortization period of approximately 4&arg.
The amount of goodwill was $155.7 million (as rést, none of which will be deductible for tax pases.

The following unaudited pro forma summary preséimésconsolidated results of operations as if thegerehad
occurred at the beginning of the period preseratdr giving effect to certain adjustments, inchgldepreciation
and amortization of acquired assets and intergetrese on merger-related debt. These pro formatsdsave been
prepared for comparative purposes only and do mqgiqut to be indicative of what would have occurhed the
merger been completed at the beginning of the gewesented, or of results that may occur in theré.

Year Ended Year Ended
December 31 December 31
2003 2004
(Restated) (Restated)

(Unaudited and in thousands
except for per share amounts)

Revenue: $1,015,41 $ 788,70!
Net income (restatec 58,94 36,58
Basic net income per common share (reste 2.1¢ 1.3¢
Diluted net income per common share (rests 2.1¢ 1.34

4. Long Lived Assets

Property and Equipment— Depreciation, amortization and accretion expeaksded to property and

equipment totaled $81.8 million, $104.9 million, 2816 million and $101.7 million for the five monteaded

May 31, 2002, the seven months ended Decembel0B2, @&1d the years ended December 31, 2003 and 2004,
respectively. As part of the restatement 2003 dggtien, amortization and accretion expense relaiquoperty an
equipment was increased from $118.9 million to $&28illion to reflect the correction of an errortivrespect to
the depreciation of certain assets. As part ofésegatement, 2004 depreciation, amortization aotetion expense
related to property and equipment was reduced $bih#.4 million to $107.6 million to reflect the cection of an
error with respect to the depreciation of certasess. The carrying value of the net property anpdpenent on the
Consolidated Balance Sheet for the year ended Dese®i, 2004 was increased to reflect this adjustme
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The Company adopted the provisions of SFAS No. A48punting for Asset Retirement Obligations
(“SFAS No. 143"), in 2002. SFAS No. 143 requires the recognitionadfilities and corresponding assets for future
obligations associated with the retirement of ass¢B8A Mobility has network assets that are locatedeased
transmitter locations. The underlying leases gédlyerequire the removal of equipment at the entheflease term,
therefore a future obligation exists. The Compaay tecognized cumulative asset retirement coskd b7 million
and $17.4 million through December 31, 2003 and4268spectively. Network assets have been increasedlect
these costs and depreciation is being recognizedtbeir estimated lives, which range between awkten years.
Depreciation, amortization and accretion expenséi® seven months December 31, 2002, and the gadex
December 31, 2003 and 2004 included $4.6 millié&8 $nillion and $1.6 million, respectively, relatexd
depreciation of these assets. The asset retirernstd, and the corresponding liabilities, that Hasen recorded to
date generally relate to either current plans ttsotidate networks or to the removal of assetaugincd?013.

The components of the changes in the asset retitevbéigation balances for the year ended DecerBber
2004 were as follows (in thousands):

Current Long-Term

Portion Portion
Balance at December 31, 2003 (Resta $1,781 $ 6,17
Accretion 491 1,707
Amounts paic (1,359 —
Additional amounts recorde 2,50z 3,11¢
Changes in cash flow estima — —
Balance at December 31, 2004 (Resta $3,42: $ 10,99¢

The balances above were included in accrued otfteotner longerm liabilities, respectively, at December
2004.

The primary variables associated with the estimegethe number and timing of transmitters and edlat
equipment to be removed and an estimate of theédeutentractor fees to remove each asset. In Noge204, thi
liability was increased to reflect the merger wMbtrocall and the increased transmitters acquitezlextension of
the economic life of the paging network and the @any’s plans to rationalize the Arch two-way netwthrough
2005. In addition, the obligation was increasedHhgycost associated with rationalization of the bimmad one-way
network.

The long-term asset retirement cost associatedthétloriginal assessment, the additional amoumirded due
to the Metrocall merger, and the refinements ofasmated removal cost timing due to the Metrogediger will
accrete to a total liability of $24.4 million thrghi 2013. The accretion will be recorded on thereégemethod
utilizing a 24% discount rate for the original eassment and 13% for the 2004 incremental estimatés.estimate
based on the transmitter locations remaining &f@A Mobility has consolidated the number of netvwgortkoperate
and assumes the underlying leases continue tonleevesl to that future date. Depreciation, amortzgtand
accretion expense in 2002, 2003 and 2004 includedillion (as restated), $2.9 million (as restjt@nd
$2.2 million (as restated), respectively, for atioreexpense on the asset retirement obligatidailili@s. This
estimate is based on the transmitter locations iréngpafter USA Mobility has consolidated the numbé&networks
it operates and assumes the underlying leasesioerit be renewed to that future date.

Effective November 16, 2004 USA Mobility reviseatbstimated depreciable lives of its paging infrasstire
from five years to a range of one to approximatefyyears. The changes in useful life resulted filoentiming of
USA Mobility’s network rationalization program dtethe merger with Metrocall and aligned the usés of
these assets with their planned removal from seris a result of this prospective change deprieciaxpense
decreased approximately $0.7 million (as restatet)e fourth quarter 2004.
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Effective October 1, 2002, Arch revised the estedatepreciable life of certain of its messagingigment
from five years to 1.25 years. This change in udééuresulted from the timing of its network ratialization
program in order to align the useful lives of thassets with their planned removal from serviceaAssult of this
change, depreciation expense increased approxin#it2l1l million in the fourth quarter of 2002, apgmately
$9.3 million of which was due to adjusting the garg value of certain pieces of this equipmentd@p value as
they were removed from service at December 31, 2002

Goodwill and Amortizable Intangible Assets Geodwill of $154.4 million (as restated) at DecemBg, 2004
resulted from the purchase accounting relatedadvtatrocall acquisition (see Note 3).

Amortizable intangible assets are comprised ofelewing at December 31, 2004 (in thousands):

Useful Gross Carrying Accumulated
Life Amount Amortization Net Balance
Customer relationships and contre S5yre  $ 68,59! $ (6,95¢) $ 61,63t
Purchased Federal Communications Commission
licenses 5 yre 3,74¢ (2,160 1,58¢
Deferred financing cos 2 yrs 3,45¢ (1,409 2,05(
Other 1lyea 2,11¢ (264) 1,85¢

$ 7792( $ (10,79) $ 67,12¢

Other intangible assets are comprised of the foligvat December 31, 2003 (in thousands):

Useful Gross Carrying Accumulated
Life Amount Amortization Net Balance
Customer relationshif 3yre % 3541 $ (354) $ —
Purchased Federal Communications Commission lis 5 yre 2,11¢ (2,119 —

$ 5666 $ (5666 $ —

Aggregate amortization expense for other intanggisigets for the five months ended May 31, 2002s¢lren
months ended December 31, 2002 and the years &wteunber 31, 2003 and 2004 was $0.9 million, $3lkom
$2.2 million, and $3.7 million respectively. Thdismted amortization expense, based on curremgithée
balances, is $25.9 million, $14.9 million, $9.5 lioih, $9.0 million and $7.9 million, for the yeagading
December 31, 2005, 2006, 2007, 2008 and 2009, ctgply.

5. Debt
Debt consisted of the following (in thousands):

December 31,

2003 2004
Carrying Value Fair Value Carrying Value Fair Value
Borrowings under credit agreems $ — 3 — 3 95,00 $ 95,00(
Arch 12% Subordinated Secured Compounding N
due 200¢ 60,00( 63,60( — —
Other — 58 58
60,00( 95,05¢
Less— Current maturitie: 20,00( 47,55¢
Long-term debt $ 40,00( $ 47,50(
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Borrowings under Credit Facility —On November 16, 2004, Metrocall and Arch as Bormswalong with
USA Mobility, Inc. and its bank lenders, enteretbia credit agreement (the “credit agreement”)ardw
$140.0 million. The cash proceeds under the ceggtitement were used by USA Mobility to fund a pordf the
cash consideration paid to Metrocall shareholdeexccordance with the merger agreement. The bangsiare
secured by substantially all of the assets of US#bility.

Under the credit agreement, the Company may desiglecor any portion of the borrowings outstandatg
either a floating base rate advance or a Eurodddtaradvance with an applicable margin of 1.50¢b&se rate
advances and 2.50% for Eurodollar advances. Fgoetied from November 16 to December 31, 2004, teid
average borrowings outstanding under the credeéeagent were $129.0 million; interest expense wa2 &llion
including amortization expense related to defefireghcing fees of $0.4 million, the weighted averagterest rate
was 4.97% and the effective interest rate at Deeer®@b, 2004 was 4.74%.

The Company is required to make mandatory prepatsrarprincipal amounts outstanding at least orazhe
quarter. Under the following circumstances mandapoepayments are required:

» Once each quarter on or about February 16, Mayul§,16, and November 16, 2005 and 2006. The amuf
prepayment is equal to the remaining principal aunging under the credit agreement on the mandatory
prepayment date divided by the number of quaramdypayments remaining prior to the maturity d

« out of the net proceeds of asset s¢
* out of the net cash proceeds from the issuancelufat preferred stocl
« out of 50% of the net cash proceeds from the issuafcommon equity

» out of specified kinds of insurance (to the extegttcash proceeds exceed $5.0 million) and condiéomna
proceeds in excess of replacement amounts

* 50% of excess cash flows, as defined in the team bgreement, as determined December 31, :

The Company is also permitted to make optional gyerents, without prepayment penalty, provided daah
optional prepayment exceeds $1.0 million.

The credit agreement includes certain provisionglvimpose restrictions or requirements on the Camyp
including the following:

« prohibition on restricted payments, including cdshdends;
« prohibition on incurring additional indebtedne
« prohibition on liens on asse!

« prohibition on making or maintaining investmentsns and advances except for permitted cash-eguival
type instruments

« prohibition on certain sales and leaseback traises;

» prohibition on mergers and consolidations or safesssets outside the ordinary course of business o
unrelated to the integration of Arch and Metroc

« prohibition on transactions with affiliates; a

» Compliance with certain quarterly and financial eoants including, but not limited to: (1) maximuatat
leverage; (2) minimum interest coverage and (3)imar annual capital expenditure

The Company was in compliance with the financiales@ants at December 31, 2004.
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Arch 12% Subordinated Secured Compounding Note2@0@ — Arch debt consisted of fixed rate senior
notes, which were publicly traded. The fair valoéthe fixed rate senior notes were based on majlketes as of
December 31, 2003. There was often limited tradirtfpe Arch notes and, therefore, quoted prices nmyhave
been an indication of the value of the notes.

On the effective date of the plan of reorganizatiarch issued $200 million of its 10% Senior Subinated
Secured Notes due 2007 and $100 million of its B##ordinated Secured Compounding Notes due 20@9. Th
10% notes accrued interest at 10% per annum pagabieannually in arrears. The 10% notes were sedoy a
lien on substantially all the assets of Arch. Acdmpleted the repayment of these notes during 2003.

Interest compounded semi-annually on the 12% raité2% per annum from May 29, 2002 through May 15,
2003 resulting in the 12% notes having an aggregatgounded value of $111.9 million. Upon repaynwdrihe
10% notes, interest on the 12% notes became dueasgmally in cash on May 15 and November 15, which
commenced November 15, 2003. The 12% notes weueeskby a lien on substantially all of Arch’s assétrch
completed the repayment of these notes in May 2004.

Maturities of Debt— Scheduled long-term debt maturities at DecerBtie2004 were as follows (in

thousands):
Year Ending
December 3:
2005 $ 47,55¢
2006 47,50(
$ 9505t

6. Stockholders’ Equity
General

The authorized capital stock of the Company cosgit¥5 million shares of common stock and 25 wonilli
shares of preferred stock, par value $0.0001 pesh

On November 16, 2004 the Company completed theisiiqns of Arch and Metrocall and issued
19,605,528 shares and 7,236,868 of its common $toekchange for all the issued and outstandingeshaf Arch
and Metrocall, respectively. In addition, there &@78,683 shares of Company common stock reseovésisiance
from time to time as general unsecured claims utifdeArch plan of reorganization are resolved. 8da&fer to
Note 2 for further discussio

At December 31, 2004, there were 26,827,071 stedresmmon stock and zero shares of preferred stock
outstanding. For financial reporting purposes,rthmber of shares reserved for issuance under ttie plan of
reorganization has been included in the Comparmpented outstanding shares balance.

Arch Wireless, Inc. New Common StockUpon the effective date of the Arch plan of reoiigation, all of the
Arch Predecessor Company'’s preferred and commaik,saod all stock options were cancelled. The Raaeed
Company’s authorized capital stock consists of 0,000 shares of common stock. Each share of constock
has a par value of $0.001 per share. As of DeceBihe2003, Arch had issued and outstanding 19,Z83#hares ¢
common stock and the remaining 516,523 shares n@eezved for issuance under Arch’s plan of reomsian, to
be issued from time to time as unsecured claimg wesolved. Approximately 278,683 of these sharpmin at
December 31, 2004, to be issued pursuant to Aglhis of reorganization. All 20,000,000 shares wkremed
issued and outstanding for accounting purposeseéimber 31, 2003. All shares of Arch Wireless, e
common stock were exchanged for a like number afeshof USA Mobility common stock.

Additional Paid in Capital— During the quarter ended December 31, 2003 tiaddi paid in capital increased
by $195.9 million (as restated) as a result ofrtftuction in the valuation allowance previouslyoreled
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against Arch’s deferred tax assets (see Note I7ardn November 16, 2004, additional paid in capitereased by
approximately $216.6 million due to the exchangéhefCompany’s stock and options for outstandingrdball
common stock and options (see Note 3).

Earning Per Share —Basic earnings per share is computed on the bagie eveighted average common
shares outstanding. Diluted earnings per sharenguated on the basis of the weighted average consnares
outstanding plus the effect of outstanding stodkomg using the “treasury stock” method. The congmis of basic
and diluted earnings per share were as followth@msands, except share and per share amounts):

Arch
Predecessor
Company Reorganized Company
Five Months Seven Months
Ended Ended
May 31, December 31 Year Ended December 31
2002 2002 2003 2004
Net income (restate( $ 1,658,92 |$ (3,342 $ 13,006 $ 12,16;
Weighted average shares of common stock
outstanding 182,434,59 | 20,000,00 20,000,00 20,839,95
Dilutive effect of:
Options to purchase common stc — — 34,47¢ 126,44t
Weighted average shares of common stock and
common stock equivalen 182,434,59 | 20,000,000 20,034,47 20,966,40
Earnings per share (restate
Basic $ 9.0¢ |$ 0.19) ¢ 0.6t $ 0.5¢
Diluted $ 9.0¢ |$ 0.19) % 0.6 $ 0.58

For the seven months ended December 31, 2002 abmyBnized Company had no outstanding stock options
warrants or other convertible securities.

Arch 2002 Stock Incentive Plan

Restricted Stock.The Arch 2002 Stock Incentive Plan, as amenddthoaized the grant of up to 1.2 million
shares of common stock of the Reorganized Compahg tssued pursuant to the Arch plan of reorgéinizaOn
May 29, 2002, November 5, 2002 and June 27, 20883280, 17,800 and 29,257 shares, respectively issued,
at $0.001 per share, to certain members of Archagament. On both May 29, 2003 and 2004, 316,99%&sha
vested and 316,002 shares were scheduled to vésapi29, 2005, subject to adjustment as descriledaib

Any unvested shares granted under the 2002 Staehntive Plan are subject to repurchase by Archer t
Company at the issue price of $0.001 per shareitmployment of an employee entitled to such geaterminate«
for any reason other than, in the case of Archisfaixecutive officer, its president and chief ggirg officer and
its executive vice president and chief financidicefr, a change of control. In 2004, Arch and tlwrpany
repurchased 273,658 shares from terminated emopaeof December 31, 2004, there were 42,344 r@ngi
shares scheduled to vest on May 29, 2005.

The fair value of the shares listed above totaked #illion and was being recognized ratably oherthree
year vesting period, $1.8 million and $1.1 milliohwhich was included in stock based and other camagtion fol
the years ended December 31, 2003 and 2004, respect

Stock Options —On June 12, 2003, Arch’s stockholders approvechaenament to the 2002 Stock Incentive
Plan that increased the number of shares of constomk authorized for issuance under the plan fr&66®@0 to
1,200,000. In connection with the amendment tgotha, options to purchase 249,996 shares of constomk at an
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exercise price of $0.001 per share and 10 yearwara issued to certain members of the board ettbrs. The
options vested 50% upon issuance and the remah@itigvested on May 29, 2004. The compensation egpens
associated with these options of $1.7 million wexognized in accordance with the fair value provisiof

SFAS No. 123 over the vesting period, $1.3 milladrwhich was recognized in 2003 and $0.4 milliomdfich was
recognized in 2004. The compensation expense weslated utilizing the Black-Scholes option valaatimodel
assuming: a risk-free interest rate of 1%, an etguelife of 1.5 years, an expected dividend yidldero and an
expected volatility of 79% which resulted in a fa@lue per option granted of $6.65. On November2064, all
options outstanding under the stock option plareveenverted into a like number of options to pusehshares of
USA Mobility common stock.

The Arch Predecessor Company had stock option plamish provided for the grant of incentive and
nonqualified stock options to key employees, doectind consultants to purchase common stock. fiveestock
options were granted at exercise prices not less e fair market value on the date of grant. @ystigenerally
vested over a five-year period from the date ohggrlowever, in certain circumstances, options vimediately
exercisable in full. Options generally had a damaif 10 years. All outstanding options under thaaas were
terminated in accordance with Arch’s plan of reaoigation.

USA Mobility, Inc. —In connection with the merger of Arch and Metrocafitions to purchase 83,332 shares
of Arch common stock were converted into the saomalyer of options to purchase Company common stoak a
exercise price of $0.001 per share. All of thesioop are fully vested.

Options to purchase 169,000 shares of Metrocallnsomstock were converted into options to
purchase 317,044 shares of Company common sta@ketercise price of $0.302 per share. The Metroptibns
converted into USA Mobility options will vest on M#&, 2005. The fair value of these options was $8illlon
which was calculated using the Black-Scholes optaination model assuming a risk free interest oate 0%, an
expected life of 5.7 months, an expected dividerttyof zero, and an expected volatility of 79% airesulted in
fair value per option grant of $28.40. Compensagéinpense of $2.3 million associated with the remgiresting
period will be recognized over 5.7 months; $614,60&hich was recognized for the November 16, 204
December 31, 2004 period.
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The following table summarizes the activities unither USA Mobility and Arch stock option plans ftiet
periods presented:

Weighted
Number Average
of Exercise

Options Price
Arch options outstanding at December 31, 2 6,166,06. $ 6.8C
Terminatec 6,166,06) 6.8(
Arch options outstanding at December 31, 2 — —
Granted 249,99t 0.001
Exercisec — —
Arch options outstanding at December 31, 2 249,99¢ 0.001
Exercisec (166,66 0.001
Arch options outstanding as of November 16, 200#eded into USA Mobility option 83,33: 0.001
Metrocall options converted into USA Mobility optis 317,04 0.30z
Terminatec (31,427 0.30z
Exercisec (76,267 0.06¢
USA Mobility options outstanding at December 3102 292,687 $ 0.27¢
USA Mobility options exercisable at December 3102 23,48. $ 0.001

As of December 31, 2004, 23,481 and 269,206 optimpsirchase USA Mobility common stock had exercise
prices of $0.001 and $0.302, respectively. Theaafgxercise prices for USA Mobility options wes@1 to
$0.302.

Prior to 2003, Arch Predecessor Company accoumwteitsfstock option plans under the recognition and
measurement principles of APB Opinion No. 25 anddteel interpretations. No stock-based employee emsgtion
cost was reflected in net income, as all optiorstgd under the plans had an exercise price eqtia¢tmarket
value of the underlying common stock on the datgraht.

USA Mobility, Inc. Equity Incentive Plan

In connection with the merger, the Company esthbtisthe USA Mobility, Inc. Equity Incentive Plannter
the plan, the Company has the ability to issueoup 878,976 shares of its common stock to eligénployees,
consultants and non-employee members of its BoaBdrectors in the form of stock options or resteit stock or
units. As of December 31, 2004, no awards had gesmted under this plan.

7. Income Taxes

USA Mobility accounts for income taxes under thevisions of SFAS No. 109. Deferred tax assets and
liabilities are determined based on the differepe®veen the financial statement and the accouffdiniggcome tax
bases of assets and liabilities, given the promsiaf enacted laws. As part of the restatementritiestin Note 1
above, adjustments were made to deferred incomasisets to reflect corrections to: (1) the Compangtognition
of applicable state laws applicable to NOLs; (2 #xpected applicable income tax rate used to \ddtezred
income taxes; (3) the correction of errors madeceoting the tax basis of assets both on a gross &ad in relatiol
to limitations imposed by the IRC; and (4) incorar éxpense for 2002, 2003 and 2004 as a resuthef o
adjustments included in the restatement. Thesegelsaand adjustments are included in the followaigedules
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detailing the components of the deferred tax aasetvell as the reconciliation of the federal dtatutax rate to the
Company’s expected applicable tax rate for 20032004

The components of USA Mobility’s restated net defdrtax asset at December 31, 2003 and 2004 were as
follows (in thousands):
2003 2004
Deferred tax assets (restat $207,66¢ $232,57:
Deferred tax liabilities — —

$207,66¢ $232,57:

The approximate effect of each type of temporaffedince and carry forward at December 31, 2003284
is summarized as follows (in thousands):

2003 2004

Net operating losses (restatt $ 36,26¢ $ 39,04(
Intangibles and other ass: 120,13¢ 152,65«
Property and equipme 16,56 12,30¢
Contributions carryove 2,84¢ 2,441
Accruals and reserve 31,85¢ 26,12¢

$207,66¢ $232,57:

At December 31, 2004, the Company had unused retitipg loss carryforwards for federal and stateiine
tax purposes of approximately $104 million whiclpie& in various amounts through 2024. The Compaalibty
to use net operating losses may be subject tadiioits pursuant to the ownership change ruleseofriternal
Revenue Code Section 382.

SFAS No. 109 requires USA Mobility to evaluate theoverability of its deferred tax assets on anoomgy
basis. The assessment is required to considevailhhle positive and negative evidence to deteemihether, bas:
on such evidence, it is more likely than not tlahe portion or all of USA Mobility’s net deferredsets will be
realized in future periods. Upon emergence fronkhagstcy, Arch had not generated income before tgpense for
any prior year, projections indicated losses befaxeexpense for early future periods and Archjoatireorganized
under Chapter 11. Since significant positive evigeof realizability did not exist, a valuation allance was
established against the net deferred tax ass#iatdime.

During the quarter ended December 31, 2003, Archag@ment determined the available positive evidence
carried more weight than the historical negativielence and concluded it was more likely than nat the net
deferred tax assets would be realized in futur@égsr Therefore, the $207.6 million (as restatedyation
allowance was released in the quarter ended Deae3ib@003. The positive evidence management ceresid
included operating income and cash flows for 2002 2003, Arch’s repayment of debt well ahead ofsicifed
maturities and anticipated operating income antl lasvs for future periods in sufficient amountsutiilize the net
deferred tax assets.

Under the provisions of SFAS No. 109, reductiona tteferred tax asset valuation allowance thatexxiat the
date of fresh start accounting are first creditgalimst an asset established for reorganizatiorevialexcess of
amounts allocable to identifiable assets, therthieradentifiable intangible assets existing atdhate of fresh start
accounting and then, once these assets have lheredeto zero, credited directly to additional paidapital. The
release of the valuation allowance described abedeced the carrying value of intangible asset$$ million
and $13.4 million for the seven month period enBedember 31, 2002 and the year ended DecembefG3, 2
respectively, and the remaining reduction of theation allowance of $195.9 million (as restatedswecorded as
an increase to stockholders’ equity
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In accordance with provisions of the Internal Rexe@ode, Arch was required to apply the cancehatiodebt
income arising in conjunction with the provisiorfste plan of reorganization against tax attributagsting as of
December 31, 2002. The tax law about the methdidadito allocate the cancellation of debt incomslibject to
varied interpretations and differences have a ri@teffect on the future tax position of USA Mobjli As a result ¢
the method used to allocate cancellation of detuirime for financial reporting purposes as of Decear3tie 2002,
Arch had no net operating losses remaining andathéases of certain other tax assets were redircédigust
2003, the treasury issued new regulations regattim@llocation of cancellation of debt income. evaluated
these regulations and determined that an alteenatizthod of allocation was more applicable to #wtsfthan the
method utilized at December 31, 2002. This metlesdlted in approximately $19.0 million of additibdaferred
tax assets and stockholders’ equity being recodriiz€003 than would have been recognized usingltbeation
method applied for financial reporting purposesfa®ecember 31, 2002. Had this revised method bébred at
December 31, 2002, the only effect on the Comparyrsolidated financial statements would have lleemgross
amounts disclosed in the tables above becausehadia full valuation allowance in place at thateim

For the year ended December 31, 2004, the Compaatyated the recoverability of its deferred assEte
Company determined that (1) the results for the gaded December 31, 2004, were consistent with’Arc
management’s previous assessment and (2) thepat#difuture results (which include additional @mental
income from Metrocall operations) indicated tha @ompany will continue to generate income befoceine tax
expense. The results of this assessment continnditate no valuation allowance against the defbtax assets is
required.

The significant components of USA Mobility’s incortex expense attributable to current operationshier
periods ended December 31, 2002, 2003 and 2004agdmdlows (in thousands):

2003 2004

2002 (Restated (Restated

Current tax expens $ — $ 3655 $ (956
Deferred tax expens 2,26t 1,65¢ 17,76¢

$2,265 $ 5,306 $16,81(

The following is a restated reconciliation of theited States federal statutory rate of 35% to tam@any’s
expected applicable tax rate for each of the perindicated:

Seven Months Ende Year Ended Year Ended
December 31 December 31 December 31
2002 2003 2004
(Restated) (Restated (Restated)
Federal income tax at statutory r 35.(% 35.(% 35.(%
Increase (decrease) in taxes resulting fr
State income taxes, net of federal tax bel 6.2 5.1 21.1
Non-deductible bankruptcy related expen (89.9 — —
Change in valuation allowanc (159.5) (9.9 —
Other (2.7) (1.7 2.C
Effective tax rate (210.9% 29.(% 58.1%

8. Commitments and Contingencie:

USA Mobility was named as a defendant, along witbhd Metrocall and Metrocall's former board of diters,
in two lawsuits filed in the Court of Chancery bétState of Delaware, New Castle County, on Jun@@® and
July 28, 2004. Each action was brought by a Mettebareholder on his own behalf and purportediyehalf of al
public shareholders of Metrocall's common stoclgleding the defendants and their affiliates and
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associates. Each complaint alleges, among othegshthat the Metrocall directors violated theduitiary duties to
Metrocall shareholders in connection with the psggbmerger between Arch and Metrocall and that WsAility
and Arch aided and abetted the Metrocall directalieged breach of their fiduciary duties. The ctanys seek
compensatory relief as well as an injunction torpreé consummation of the merger. USA Mobility beée the
allegations made in the complaints are without tneldwever, given the uncertainties and expendiigstion,
USA Mobility and the other defendants have entéméala memorandum of understanding with the plisito
settle these actions. The proposed settlementfwhicst be approved by the court, required, amoherdhings,
Arch and Metrocall to issue a supplement to thetjproxy/prospectus (which was first mailed to Metll and
Arch shareholders on October 22, 2004) and to am®their respective operating results for theghmenths
ended September 30, 2004 in advance of the shdeshokeeting that occurred on November 8, 2004n#fsi
counsel of record in the actions will apply to ®eurt for an award of attorneys’ fees and expensé$o exceed
$275,000, and defendants have agreed to not ogpebeapplication. Metrocall, Arch and USA Mobilitave
agreed to bear the costs of providing any notiddetrocall stockholders regarding the proposedesatnt.

On November 10, 2004, former Arch senior execut{tes “Former Executivesfjled a Notice of Claim befo
the JAMS/Endispute in Boston, Massachusetts, asgdhat they were terminated from their employnignthe
Company pursuant to a “Change in Control” as defimetheir respective Executive Employment Agreetaéthe
“Claim”). The Former Executives filed the Claim aus Arch Wireless, Inc., Arch Wireless Holdingsgl, Arch
Wireless Operating Co., Inc., MobileMedia Commuti@as, Inc. and Mobile Communications Corporatién o
America (collectively, the “Respondents”). The Femixecutives asserted in their Claim, entitlenteratdditional
compensation under the Arch Long-Term IncentivenRliad their respective Restricted Stock Agreemaittisineys
fees and costs and unspecified other and furttief.ren the event that the Former Executives werprevail on
their Claim they could be awarded additional congagion under the Arch Long-Term Incentive Plan dair
respective Restricted Stock Agreements up to afppately $8.5 million plus the costs of attorneyssdeand other
costs. USA Mobility and the Former Executives miljuselected an arbitrator to preside over the cBsscovery is
underway and the trial is scheduled to take pladday 2005. We are disputing the Claim vigorou&lgA Mobility
does not believe that a Change in Control as defim¢he Former Executives Executive Employmente&gnents
has occurred and believe that we will ultimatelgvail in the arbitration proceeding.

Certain holders of 12/ 4% senior notes of Arch Wireless Communications,, laavholly owned subsidiary of
Arch Wireless, Inc., filed an involuntary petitiagainst it on November 9, 2001 under Chapter thebankruptcy
code in the United States Bankruptcy Court forDirict of Massachusetts, Western Division. On &maber 6,
2001, Arch Wireless Communications, Inc. consetddtie involuntary petition and the bankruptcy ¢antered a
order for relief under Chapter 11. Also on Decenthez001, Arch and 19 of its wholly owned domestibsidiaries
filed voluntary petitions for relief under Chaptek with the bankruptcy court. These cases werdlyoaministered
under the docket for Arch Wireless, Inc., et ahs€ No. 01-47330-HJB. After the voluntary petitveas filed, Arch
and its domestic subsidiaries operated their basgseand managed their properties as debtors-geggisn under
the bankruptcy code until May 29, 2002, when Arofegged from bankruptcy. Arch and its domestic slibsies
are now operating their businesses and propeui@sgaoup of reorganized entities pursuant toeghmag of the plan
of reorganization.

USA Mobility, from time to time is involved in lawsdts arising in the normal course of business. W&bility
believes that its pending lawsuits will not havaaterial adverse effect on its financial positiomesults of
operations.

Operating Leases —JSA Mobility has operating leases for office anahismitter locations with lease terms
ranging from one month to approximately eighteeargeln most cases, USA Mobility expects thathimormal
course of business, leases will be renewed orceglay other leases.

F-32




Table of Contents

USA MOBILITY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Contin ued)
Future minimum lease payments under non-cancetgdgeating leases at December 31, 2004 were asviollo

(in thousands):

Year Ending December 31

2005 $111,12:
2006 76,99¢
2007 52,69¢
2008 32,22
2009 8,54¢
Thereaftel 4,857

Total $286,44(

Total rent expense under operating leases foritkarionths ended May 31, 2002, the seven monthsdend
December 31, 2002 and the years ended Decemb20@3 ,and 2004, approximated $59.8 million, $76.Rioni,
$121.9 million and 102.8 million respectively.

As a result of various decisions by the Federal @omications Commission (“FCC”), over the last fegays,
USA Mobility no longer pays fees for the terminatiof traffic originating on the networks of locadalhange carrie
providing wireline services interconnected with @@mpany’s services and in some instances USA Npbil
received refunds for prior payments to certain lles@hange carriers. USA Mobility had entered iatoumber of
interconnection agreements with local exchangeerarin order to resolve various issues regardigyges impose
by local exchange carriers for interconnection. US#bility may be liable to local exchange carriéosthe costs
associated with delivering traffic that does nagimate on that local exchange carrier's netwoglferred to as
transit traffic, resulting in some increased intencection costs for the Company, depending on éaifiCcC
disposition of these issues and the agreementheddietween USA Mobility and the local exchangeiegs. If
these issues are not ultimately decided througlesednt negotiations or via the FCC in USA Mobiktyavor, the
Company may be required to pay past due contestedit traffic charges not addressed by existingemgents or
offset against payments due from local exchangéetarand may also be assessed interest and katgeshfor
amounts withheld. Although these requirements mteto date, had a material adverse effect on WBAility’s
operating results, these or similar requirementdd;an the future, have a material adverse effecthe Company’s
operating results.

The Company and certain of its subsidiaries, peeaiiinder Delaware law, have entered into indecwatifin
agreements with several persons, including eadtis pfesent directors and certain members of manegg for
certain events or occurrences while the directanember of management is, or was serving, atdgeast in such
capacity. The maximum potential amount of futurgrpants the Company could be required to make uthdse
indemnification agreements is unlimited; howeviee, Company has a director and officer insurancieythat
limits its exposure and enables it to recover dgi@oiof any future amounts paid under the termthefpolicy. As a
result of USA Mobility’s insurance policy coverad¢SA Mobility believes the estimated fair valuetbése
indemnification agreements is immaterial. Thereftihe Company has not recorded a liability for hagreements
as of December 31, 2003 and 2004.

Other Commitment$on February 11, 2004, Metrocall’s wholly owned sdiasy, Metrocall Ventures
(“Ventures”), entered into an agreement with Gleadylectronics, Inc., a subsidiary of Glenayre Texhgies, Inc.
to form GTES, LLC (“GTES")GTES offers product sales, maintenance servicéisya® development and prodt
development to the wireless industry as an authdrizensee of paging infrastructure technology eaviy
Glenayre Electronics, Inc. Pursuant to the termth®fagreement, Ventures contributed cash of $#lidmin
exchange for a 51% fully diluted ownership inteiesBTES. We have a commitment to fund annual ¢ash
deficits, if any, of GTES of up to $1.5 million dug the initial three-year period following the Estment date.
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Funds may be provided by Ventures to GTES in then fof capital contributions or loans. No fundingshmeen
required through December 31, 2004.

9. Employee Benefit Plans
Arch Long-term Incentive Plan

In June 2003, Arch’s board of directors approvéahg-term incentive plan to retain and attract key mermiod
management and to align their interests with tlodsg&rch’s shareholders. Payments under this plarewased on
the annual management incentive payment for 208&hawas paid by Arch in the first quarter of 2004 that
time, the amount of the annual incentive paymerdwarhwas also converted into a number of unitsyddrbased
on the average price of Arch’s common stock fordays prior to the annual incentive payment. Paymaader the
long-term incentive plan will occur on the secondigersary following the 2003 annual incentive paymn The
amount of the payment will be determined by mwiipd the number of units for each participant by #verage
price of USA Mobility’'s common stock at that pointtime. Therefore, the liability associated witte iong-term
incentive plan will fluctuate in each reporting jperbased on the price of USA Mobility’s commoncitan each
reporting period. Each participant’s units vestai®ws: 1/3 upon the 2003 annual incentive payntzaie and 1/3
on each subsequent anniversary. The plan inclugesspons that require payment prior to the secamdiversary
following the 2003 annual incentive payment undetain circumstances, such as the involuntary teation of a
participant without cause or a change in contréhwh. At December 31, 2004 and 2003, other lommgrtéabilities
included $2.6 million and $3.1 million associateithvthis plan, respectively. At December 31, 208ekrued
severance and restructuring included $3.0 millissoaiated with this plan.

Arch Retirement Savings Plans

Arch has had multiple retirement savings plans sitscgcquisitions of MobileMedia and PageNet in989d
2000, respectively, qualifying under Section 401kjhe Internal Revenue Code covering eligible lyges, as
defined. During 2002, Arch completed the consolaabf these plans into one plan, the Arch Retinen8avings
Plan. Under the plan, a participant may elect ferdeceipt of a stated percentage of the compiemsatich would
otherwise be payable to the participant for any pl@ar (the deferred amount) provided, howevet,ttiedeferred
amount shall not exceed the maximum amount pemhitteler Section 401(k) of the Internal Revenue Cadeh o
the current and former plans provide for employatahing contributions. Aggregate matching contiitng for the
five months ended May 31, 2002, the seven monttiece®December 31, 2002 and the years ended Dec&tper
2003 and 2004 were approximately $0.7 million, $@iion, $0.8 million and $0.8 million, respectiye Effective
January 1, 2005, the Arch Retirement Savings PEsmerged into the Metrocall, Inc. Savings andrBetént Plar

Metrocall, Inc. Savings and Retirement Plan

The Metrocall, Inc. Savings and Retirement Plar (Bavings Plan”), a combination employee saviriga p
and discretionary profit-sharing plan, is openltdveetrocall employees working a minimum of twertgurs per
week with at least six months of service. The Rjaalifies under section 401(k) of the Internal Rexe Code (the
“IRC”). Under the Savings Plan, participating emes may elect to voluntarily contribute on a prdtasis
between 1% and 15% of their salary up to the anmaximum established by the IRC. Metrocall has edjte
match 50% of the employee’s contribution, up todRéach participant’s gross salary. Contributiorslmby the
Company vest 20% per year beginning on the seconidersary of the participant’s employment. Othert the
Company’s matching obligations, discussed abowdijt@haring contributions are discretionary. Match
contributions under the Savings Plan were approbéty&122,000 for the period November 16 to Decandtie
2004. On January 1, 2005, the Metrocall, Inc. Sgsvind Retirement Plan was renamed USA Mobility, 8aving:
and Retirement Plan.
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10. Severance and Restructuring Liabilities

In the years ended December 31, 2003 and 200&dh®pany recorded severance and restructuring obsts
$16.7 million and $11.9 million, respectively, rield to severance and certain lease agreementaifentitter
locations. Under the terms of lease agreementsansmitter locations, Arch is required to pay miom amounts
for a designated number of transmitter locatiormwelver, Arch determined the designated numberaofmitter
locations was in excess of its current and antieghaeeds. The severance costs resulted fronrsthfttions as the
Company continued to match its employee levelpgrational requirements, and from anticipated &oitht staff
reductions resulting from the integration of AreidaMetrocall.

At December 31, 2004, the balance of the restringjuiabilities was as follows (in thousands):

Balance at Restructuring Balance at
December 31 Charge in December 31

2003 2004 Reclassification: Cash Paic 2004
Lease obligation cos $ 11,48 % 3,01¢ —  $(11,03¢ $  3,46:
Severance (restate 1,061 8,92( $ 2,94¢ (157) 12,77¢
Total $ 12,54 $ 11,93¢ $ 2,94¢ $(11,18) $ 16,24:

The reclassification amount represents another-terrg liability that became due as part of the sawee
agreement. The balance of these liabilities wilpb&l over the first two quarters of 2005.

11. Related Party Transactions

Two of USA Mohbility’s directors, effective Novembé6, 2004, also serve on the Board of Directorsmities
that lease transmission tower sites to the Comgansing the twelve months ended December 31, 20(@4,
Company paid $19.7 million and $2.8 million, redpesy, to these landlords for rent expenses. Ehgrtor has
recused himself from any discussion or decisionthbyCompany on matters relating to the relevantee

12. Quarterly Financial Results (Unaudited)

Quarterly financial information for the years end@gcember 31, 2003 and 2004 is summarized below (in
thousands, except per share amounts). A reconmilitd the previously reported amounts is inclugeNote 1.

First Second Third Fourth
Quarter Quarter Quarter Quarter (1)
Year Ended December 31, 200
Revenue: $164,75. $154,07¢ $143,62: $135,02¢
Operating income (restate 13,86: 10,36¢ 12,61¢ 61€
Net income (loss) (restate 5,22¢ 3,90¢ 5,711 (1,835
Basic/diluted net income (loss) per common shastdted 0.2¢ 0.2C 0.2¢ (0.09)
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First Second Third Fourth
Quarter Quarter Quarter Quarter (2)

Year Ended December 31, 200

Revenue! $123,65¢ $115,79° $109,41° $ 141,28
Operating income (restate 11,25( 9,45¢ 11,63¢ 2,764
Net income (loss) (restate 4,83: 6,24¢ 2,40¢ (1,319
Basic net income (loss) per common share (rest 0.24 0.31 0.12 (0.0¢)
Diluted net income (loss) per common share (reg}: 0.24 0.31 0.1z (0.06)

The quarterly financial statement line items impddby these adjustments are summarized in theafimitptables (in thousands, except

shares and per share amounts):

2004
First Quarter Second Quarter Third Quarter Fourth Quarter
As As As As
previously As previously As previously As previously As
reported restated  reported restated  reported restated  reported restated
(Quarterly amounts are unaudited)
ASSETS
Accounts receivable, n $ 20,36: $ 2327: $ 2027¢ $ 2254 $ 20987 $ 22,80 $ 37,75( $ 40,07¢
Deferred income tax asse— current 30,20¢ 32,45: 25,89: 27,80« 22,22¢ 23,24: 26,90¢ 25,52¢
Total current asse 101,46 106,62( 80,47¢ 84,65 105,49 108,32¢ 127,11: 128,05¢
Property and equipment, r 193,18 188,31 167,32: 165,73! 150,84( 150,22¢ 216,50¢ 220,02¢
Goodwill — — — — — — 151,79: 154,36¢
Deferred income tax asse— long-term 189,34¢ 175,22¢ 191,95! 176,66 191,39! 171,95: 225,25: 207,04¢
Total Asset: $ 484,65: $470,82 $ 439,75 $427,05: $ 449,05 $431,83! $ 793,30¢ $782,14°
LIABILITIES AND STOCKHOLDERS' EQUITY
Accrued compensation and bene $ 858 $ 7528 $ 7,131 $ 6,07 $ 985 $ 878 $ 17,791 $ 10,32¢
Accrued taxe: 8,19¢ 9,70( 8,881 10,57¢ 9,10z 10,96¢ 27,86: 30,09
Accrued restructuring and severai 11,467 12,52¢ 8,47( 9,531 5,541 6,60z 4,97, 16,24
Accrued othe 7,44k 11,100 7,02¢ 9,96¢ 5,95¢ 8,36¢ 10,27¢ 14,29
Total current liabilities 115,48: 120,64 68,33t 72,95¢ 68,69¢ 72,97¢ 151,91 161,97!
Other lon(-term liabilities 9,00t 18,39( 6,921 16,70:¢ 8,20: 18,14¢ 10,55¢ 16,63:
Total Liabilities 124,48¢ 139,03 75,25¢ 89,66: 76,90z 91,12: 209,97 226,10°
Total Stockholder Equity 360,16¢ 331,78! 364,50: 337,39: 372,15! 340,71: 583,33 556,04(
Total Liabilities and Stockholde’ Equity $ 484,65: $470,82. $ 439,75 $427,05. $ 449,05 $431,83! $ 793,30¢ $782,14°
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2004
First Quarter Second Quarter Third Quarter Fourth Quarter
As As As As
previously As previously As previously As previously As
reported restated reported restated reported restated reported restated
(Quarterly amounts are unaudited)
Service, rental and maintenar 39,36: 38,79( 36,98¢ 36,73¢ 36,90 36,65 47,81° 47,96:
General and administrati 32,94: 31,30 28,96¢ 29,15( 27,43¢ 27,61t 39,95 41,977
Depreciation, amortization and accret 26,30¢ 26,35: 31,07: 28,321 22,30 21,86 34,68¢ 31,08:
Stock based compensati 68¢€ 2,261 2,05¢ 1,90¢ 1,86¢ 1,86¢ 8,32( (1,177
Severance and restructuri 3,01¢ 3,68¢ 45¢€ 602 1,22¢ 1,22¢ (1,684 6,41¢
Total operating expens 112,37¢ 112,40¢ 109,15( 106,33¢ 98,29( 97,78: 141,29¢ 138,52:
Operating incom: 11,28: 11,25( 6,647 9,45¢ 11,123 11,63¢ (1) 2,76¢
Other income 16¢€ 16€ 177 177 66 66 247 40z
Income before income tax (expen 8,12 8,08¢ 5,12¢ 7,93t 11,26¢ 11,77 (1,757 1,18(
Income tax (expenss (3,265 (3,256 (2,060 (1,690 (4,527 (9,369 574 (2,495
Net income (loss $ 4857 $ 483: $ 306/ $ 6,248 $ 6,737 $ 2,404 $ (1,17 $ (1,31Y
Basic net income (loss) per common st $ 024 $ 024 $ 01t $ 031 $ 034 $ 01z $ (0.0 $ (0.0
Diluted net income (loss) per common sk $ 024 $ 024 $ 01t $ 031 $ 034 $ 01z $ (0.05 $ (0.06)

CONDENSED CONSOLIDATED INCOME STATEMENT
(In thousands, except share and per share amounts)

2003
First Quarter Second Quarter Third Quarter Fourth Quarter
As As As As
previously As previously As previously As previously As
reported restated reported restated reported restated reported restated
(Quarterly amounts are unaudited)
Service, rental and maintenar $ 50,13t $ 49,51 $ 48,51: $ 48,10¢ $ 46,73¢ $ 46,061 $ 46,777 $ 45,60(
General and administratiy 49,09: 49,24¢ 43,88 44,09( 39,52¢ 39,73t 33,66: 33,87«
Depreciation, amortization and accret 33,22¢ 35,77¢ 30,63¢ 34,14: 27,99¢ 29,63¢ 27,05¢ 30,10z
Total operating expens 148,79 150,89( 140,40° 143,71: 129,82¢ 131,00¢ 132,33: 134,41(
Operating incom: 15,95¢ 13,86: 13,66¢ 10,36¢ 13,79¢ 12,61¢ 2,69t 61€
Income before income tax (expen 10,32( 8,221 8,91t 5,61( 10,51¢ 9,34( (2,782 (4,86))
Income tax (expenst (4,249 (3,009 (3,67)) (1,702 (4,330 (3,630 1,40¢ 3,02¢
Net income (loss $ 6,071 $ 522 $ 524/ $ 390¢ $ 6,18 $ 571 $ (1,37) $ (1,83Y
Basic net income (loss) per common st $ 03C $ 026 $ 026 $ 02 $ 031 $ 02¢ $ (0.0) $ (0.09
Diluted net income (loss) per common sk $ 03 $ 02 $ 026 $ 02 $ 031 $ 02¢ $ (0.0) $ (0.09
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(1) In the fourth quarter of 2003, Arch recorded an.$Iillion restructuring charge associated witleaske
agreement (see Note 10). In addition, general dndrastrative expenses for the fourth quarter d2ihclude
approximately $3.6 million related to changes itinestes resulting in accrual reductions for varigakes and
property related taxe

(2) USA Mobility is a holding company formed to efféahe merger of Arch and Metrocall that occurred on
November 16, 2004. For financial reporting purposeh was deemed the acquiring entity. The openatimf
Metrocall have been included since November 1642

F-38




Table of Contents

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON FINANCIAL STATEMENT SCHEDULE

To the Board of Directors and Shareholders of
USA Mobility, Inc.:

Our audit of the consolidated financial statemeetsrred to in our report dated February 26, 2Q8gearing in
the 2004 Annual Report on Form 10-K of USA Mobilityc. (formerly Arch Wireless, Inc.) also included audit
of the financial statement schedule for the fiventhe ended May 31, 2002 listed in Item 15(a)(2Zhcf
In our opinion, this financial statement schedulespnts fairly, in all material respects, the infation set forth
therein when read in conjunction with the relatedsolidated financial statements.

/s RRICEWATERHOUSECOOPERSLLP

Boston, Massachusetts
February 26, 200
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SCHEDULE I
USA MOBILITY, INC.
VALUATION AND QUALIFYING ACCOUNTS
Years Ended December 2002, 2003 and 2004

Balance a Balance a

Allowance for Doubtful Accounts and Beginning  Charged tc End of

Service Credits of Period Operations ~ Write -Offs ~ Other (1) Period

(In thousands)

Five Months ended May 31, 20! $41,98° $ 34,35F $(39,35) $ — $36,98)
Seven Months ended December 31, 2 $36,98° $ 3504¢ $(4954) $ — $22,49.
Year ended December 31, 2C $2249: $ 23,24« $(37,09) $ — $ 8,64f
Year ended December 31, 2C $ 8,645 $ 13,060 $(1959) $6,18 $ 8,29¢
Balance a Balance a

Beginning  Charged tc End of

Accrued Restructuring Charge of Period Expense Deductions  Other (1) Period
Five Months ended May 31, 20! $17,49¢ $ — $(17,49%) $ — $ —
Seven Months ended December 31, 2 $ — 3 — 3 - $ — 3 —
Year ended December 31, 2003 (resta $ — $16,68: $ (4,14) $ — $12,54:
Year ended December 31, 2004 (resta $12,54: $ 11,93t $(10,609) $ 2,36/ $16,24:

(1) Fair value of balance acquired from Metro«
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Wireless, Inc. (incorporated by reference as plaftnmex A to the Joint Proxy Statement/Prospectusing
part of Amendment No. 3 to USA Mobil’s Registration Statement) (

Amendment No. 1 to the Agreement and Plan of Memgied as of October 5, 2004 (incorporated by
reference as part of Annex B to the Joint ProxyeBtent/Prospectus forming part of Amendment N@. 3 t
USA Mobility’s Registration Statement) (

Amendment No. 2 to the Agreement and Plan of Mermdgted as of November 15, 2004

Asset Purchase Agreement among WebLink Wireles$l, WebLink Wireless, Inc. and Metrocall, Incdan
Metrocall Holdings, Inc. dated as of November 182 (3)

Amended and Restated Certificate of Incorporati@h

Amended and Restated -Laws (2)
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Registration Right Agreement, dated as of Novemi8e2003, by and between Metrocall Holdings, Imd a
WebLink Wireless I, L.P. (4

Credit Agreement. Dated as of November 16, 2004ranMetrocall, Inc., Arch Wireless Operating
Company, Inc., USA Mohbility, Inc., the other guatas party thereto, the lenders party thereto, UBS
Securities LLC, as arranger, documentation ageshsgindication agent, and UBS AG, Stamford Bransh, a
administrative agent and collateral agent

Form of Indemnification Agreement for directors anacutive officers of USA Mobility, Inc. (
Employment Agreement, dated as of November 15, 208dveen USA Mobility, Inc. and Vincent D.
Kelly (2)

Amendment No. 1 to the Credit Agreement

Offer Letter, dated as of November 30, 2004, betwg8A Mobility, Inc. and Thomas L. Schilling (
Metrocall Holdings, Inc. 2003 Stock Option Plan

Arch Wireless, Inc. 2002 Stock Incentive Plan

Arch Wireless Holdings, Inc. Severance Benefit\Rg§

USA Mobility, Inc. Equity Incentive Plan (¢

Letter from Ernst & Young LLP regarding change értifying accountant (€

Subsidiaries of USA Mobility (8

Certification of Chief Executive Officer pursuantRule 13a-14(a)/Rule 15d-14(@f)the Securities Exchan
Act of 1934, as amended, dated May 24, 200t

Certification of Chief Financial Officer pursuant Rule 13a-14(a)/Rule 15d-14(a) of the SecuritieshEnge
Act of 1934, as amended, dated May 24, 200t

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350 dated May 24, 200¢
Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350 dated May 24, 200¢

(1) Incorporated by reference to USA Mobi’s Registration Statement Form $-4/A filed on October 6, 200«
(2) Incorporated by reference to USA Mobi’s Current Report oForm &K filed on November 17, 200

(3) Incorporated by reference to Metro’'s Current Report oForm &K filed on November 21, 200:

(4) Incorporated by reference to Metro’'s Registration Statement Form &-3 filed on December 18, 200

(5) Incorporated by reference to USA Mobi’s Registration Statement Form £-8 filed on November 23, 200.
(6) Incorporated by reference to USA Mobi’s Current Report oForm ¢-K filed November 22, 200¢

(7) Incorporated by reference to A’'s Annual Report oForm 1(-K for the year ended December 31, 2C

(8) Incorporated by reference to USA Mobility’s Anndréport on Form 10-K for the year ended December 31,
2004 originally filed on March 17, 200

(9) Filed herewith






Exhibit 31.1

CERTIFICATIONS

[, Vincent D. Kelly, certify that:

1.
2.

| have reviewed this amended annual report on Bdl-K/A of USA Mobility, Inc.;

Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure conteold procedures (as defin

in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and we hay

a. Designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b.  Designed such internal control over finah@aorting, or caused such internal control oveariicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

C. Evaluated the effectiveness of the regissatisclosure controls and procedures, and presdantthis report our conclusions about
the effectiveness of the disclosure controls andgatures as of the end of the period covered byefinart based on such evaluation;
and

d. Disclosed in this report any change in grgastrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

a. All significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b.  Any fraud, whether or not material, thatalwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Dated: May 24, 200¢

/sl Vincent D. Kelly

Vincent D. Kelly
President and Chief Executive Offic







Exhibit 31.

CERTIFICATIONS

I, Thomas L. Schilling, certify that:

1.
2.

| have reviewed this amended annual report on Bdl-K/A of USA Mobility, Inc.;

Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure conteold procedures (as defin

in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and we hay

a. Designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b.  Designed such internal control over finah@aorting, or caused such internal control oveariicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

C. Evaluated the effectiveness of the regissatisclosure controls and procedures, and presdantthis report our conclusions about
the effectiveness of the disclosure controls andgatures as of the end of the period covered byefinart based on such evaluation;
and

d. Disclosed in this report any change in grgastrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

a. All significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b.  Any fraud, whether or not material, thatalwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Dated: May 24, 200¢

/s/ Thomas L. Schillin

Thomas L. Schilling
Chief Financial Officel







Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. § 1350, as created by Se@i6rof the Sarbanes-Oxley Act of 2002, the undersd officers of USA Mobility,
Inc. (the “Company”) hereby certify, to such officeknowledge, that:

() the accompanying amended Annual Report of Forfi{/E0of the Company for the period ended Decemier2®04 (the “Report”) fully
complies with the requirements of Section 13(a$ection 15(d), as applicable, of the securitieshérge Act of 1934, as amend

and

(i) the information contained in the Report fairlggents, in all material respects, the financiabtt@n and results of operations of the
Company.

Dated: May 24, 200¢
/sl Vincent D. Kelly

Vincent D. Kelly
President and Chief Executive Offic







Exhibit 32.

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. § 1350, as created by Se@i6rof the Sarbanes-Oxley Act of 2002, the undersd officers of USA Mobility,
Inc. (the “Company”) hereby certify, to such officeknowledge, that:

() the accompanying amended Annual Report of Forfi{/E0of the Company for the period ended Decemier2®04 (the “Report”) fully
complies with the requirements of Section 13(a$ection 15(d), as applicable, of the securitieshérge Act of 1934, as amend

and

(i) the information contained in the Report fairlggents, in all material respects, the financiabtt@n and results of operations of the
Company.

Dated: May 24, 200¢
/sl Thomas L. Schillin

Thomas L. Schilling
Chief Financial Officel




