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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q/A

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2005

or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934
For the transition period from to
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No O

Indicate by check mark whether the registrant iaaselerated filer (as defined in Exchange Act
Rule 12b-2). Yes¥ No O

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Excje
Act). YesO No M
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plan confirmed by a court. Ye&l No O

Indicate the number of shares outstanding of etiedssuer’s classes of common stock, as ofatest
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PART I. FINANCIAL INFORMATION
Restatement

As described in our Annual Report on Form 10-K/Attee year ended December 31, 2004, USA Mobilitg, |
(“USA Mobility”, or the “Company”, or “we”) restatbthe financial statements and other financialrimiation for
the periods 2002, 2003 and 2004 and interim qugnperiods for 2004 and 2005 to reflect certairuatipents.

Only those items affected by the restatement haea lshanged in this Form 10-Q/A. Those areas ieclud
Item 1, 2 and 4 of Part | and Item 6 of Part lIh&@tinformation in this Form 10-Q/A has not beedated to reflect
the impact of any other items occurring subseqteetite original 10-Q filing date.

For further discussion of the effects of the restant, see Part 1, ltem 1. Financial Statementsj&wsed
Consolidated Financial Statements and Note 1, Uteditllotes to Condensed Consolidated FinanciaéBtanmts,
Item 2. Management'’s Discussion and Analysis ofRaial Condition and Results of Operations and Hem
Controls and Procedures.

ltem 1. Financial Statements

USA MOBILITY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

December 31 June 30,
2004 2005
(Restated) (Restated)
(In thousands)
(Unaudited)
ASSETS
Current asset:
Cash and cash equivale $ 46,998 $ 42,64
Accounts receivable, n 40,07¢ 38,01:
Prepaid rent, expenses and ol 15,46( 13,50:
Deferred income tax asse¢ 25,52¢ 22,84
Total current asse 128,05¢ 116,99¢
Property and equipment, r 220,02¢ 164,32.
Goodwill 154,36¢ 154,81
Intangible assets, n 67,12¢ 52,00«
Deferred income tax asst 207,04¢ 209,51!
Other asset 5,517 5,01(
TOTAL ASSETS $ 782,147 $ 702,66:
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Current maturities of lor-term debt $ 4755t $ 17,68:
Accounts payable and other accrued liabili 86,47¢ 81,56¢
Customer deposi 4,31¢ 3,60¢
Deferred revenu 23,62 20,92:
Total current liabilities 161,97! 123,77
Long-term debt, less current maturiti 47,50( 8,83:
Other lon¢-term liabilities 16,63 13,79:
TOTAL LIABILITIES 226,10° 146,40:
Stockholder' equity:
Preferred stoc — —
Common stocl 3 3
Additional paic¢-in capital 536,25: 540,14¢
Retained earning 19,78¢ 16,11
TOTAL STOCKHOLDERS EQUITY 556,04( 556,26(
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 782,147 $ 702,66:

The accompanying notes are an integral part ofé¢hgsaudited condensed consolidated financial stetdsn
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USA MOBILITY, INC.
CONDENSED CONSOLIDATED RESULTS OF OPERATIONS

Three Months Ended June 30, Six Months Ended June 30

2004 2005 2004 2005
(Restated) (Restated) (Restated)  (Restated)
(In thousands, except share and per share amounts)
(Unaudited)
Revenue
Service, rental and maintenance, net of serviagitst $ 111,17- $ 151,48: $ 230,72( $ 310,63
Product sale 4,627 6,05 8,73¢ 12,58
Total revenue 115,79 157,53 239,45t 323,21«
Operating expense
Cost of products sol 85¢€ 92¢ 1,79¢ 2,20¢
Service, rental and maintenar 36,73¢ 56,10¢ 75,52¢ 112,45°
Selling and marketin 8,751 11,15¢ 17,82¢ 21,55¢
General and administrati 29,15( 46,49 60,45¢ 94,91¢
Depreciation, amortization and accret 28,32 35,22¢ 54,68( 75,81¢
Stock based compensati 1,90¢ 597 4,17¢ 1,98
Severance and restructuri 60z 9,90¢ 4,291 15,04:
Total operating expens 106,33¢ 160,40! 218,74t 323,98:
Operating income (los: 9,45¢ (2,86%) 20,70¢ (769)
Interest expense, n (1,700 (499 (5,029 (1,713
Loss on extinguishment of lo-term deb — (432 — (1,026
Other income (expens 177 (73) 34k 64
Income (loss) before income tax expe 7,93t (3,879 16,02« (3,449
Income tax expens (1,690 61 (4,946 (230)
Net income (loss $ 6,24¢ $ (381) $ 11,07¢ $ (3,679
Basic net income (loss) per common st $ 0.31 $ (0.149) $ 0.5t $ (0.19
Diluted net income (loss) per common sk $ 0.31 $ (0.19 $ 0.5t $ (0.149)
Basic weighted average common shares outstal 19,965,07 27,226,07 19,982,63 27,167,338
Diluted weighted average common shares outstar 20,109,19 27,226,07 20,093,61 27,167,38

The accompanying notes are an integral part ofehesaudited condensed consolidated financial statgsn
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USA MOBILITY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Six Months Ended
June 30,
2004 2005
(Restated  (Restated
(Unaudited and in

thousands)
Cash flows from operating activitie
Net income (loss $11,07¢ $ (3,679
Adjustments to reconcile net income (loss) to reshcprovided by operating activitie
Depreciation, amortization and accret 54,68( 75,81¢
Amortization of deferred financing cos — 63C
Amortization of stock based compensat 4,17¢ 1,982
Deferred income tax expen 5,47¢ (560
Loss on extinguishment of lo-term deb — 1,02¢
Gain on disposals of property and equiprn (230) (32
Provisions for doubtful accounts, service creditd athet 4,26¢ 11,32¢
Changes in assets and liabiliti
Accounts receivabl 2,00¢ (9,447
Prepaid expenses and ot (2,03¢) 2,01¢
Intangibles and other lo-term asset — 2,56(
Accounts payable and accrued expel (29,307 (5,007
Customer deposits and deferred reve (4,167 (3,419
Other lon¢-term liabilities 1,35¢ (4,07¢)
Net cash provided by operating activit 57,30" 69,16
Cash flows from investing activitie
Purchases of property and equipm (8,139 (5,389
Proceeds from disposals of property and equipi 1,61¢ 17¢€
Receipts from note receivat 11C 181
Net cash used for investing activiti (6,410 (5,026)
Cash flows from financing activitie
Repayment of lor-term debi (60,000 (68,544
Proceeds from exercise of optic — 54
Purchase of treasury sha (3,117) —
Net cash used for financing activiti (63,117) (68,490
Net decrease in cash and cash equiva (12,21%) (4,3572)
Cash and cash equivalents, beginning of pe 34,58: 46,99¢
Cash and cash equivalents, end of pe $22,367 $42,64:
Supplemental disclosure:
Interest paic $ 6,69C $ 1,99¢
Income taxes pai $ — $ —

The accompanying notes are an integral part ofé¢hgsaudited condensed consolidated financial stetdsn
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USA MOBILITY, INC.
UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1

Restatement of Prior Interim Period and Annual Fio@al Statements— During 2005, USA Mobility, Inc.
(“USA Mobility” or the “Company”) identified adjustents related to certain assets, liabilities, aqpeases of the
2002, 2003 and 2004 consolidated financial statésreamd 2004 and 2005 interim period financial sheets.
Accordingly, the Company has restated the 20023 200 2004 consolidated financial statements afd 20d
2005 interim period financial statements. The Comypmassessment of certain identified accountimgremesulted
in the following adjustments to previously reporfatiods for 2004 and 2005.

1. Asset retirement obligations were incorrectly cédted in 2002, 2003 and 2004The Company
adopted the provisions of Statement of Financiaodmting (“SFAS”) Standards 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 obidatwhich
understated reported liabilities and assets. Thapgamy’s expected timing of cash flows of the traittem
deconstructions have also been revised to coinveittetheir depreciable lives that were estimatedrduthe
applicable time period.

Accordingly, the restated financial statementsfd@exember 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 financiahsésits 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 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 statsrfeer 2004 include a decrease of $0.05 millioprioperty
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 bythess $0.2 million in each quarter. Current liabet
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 edi¢he 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. Accumulated depreciation decreased by
$0.3 million and $0.2 million in the first and sexbquarters of 2005, respectively. Current lialeditincreased
by less than $0.1 million in the first and secondrters of 2005. Longerm liabilities decreased by $0.4 milli
in each of the first and second quarters. Deprieciaamortization and accretion expense increaged b
$0.8 million and $0.7 million in the first and sexbquarters of 2005, respectively. Service, restal
maintenance expense decreased by less than $tdnrmilthe first two quarters of 2005.

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 (“NOLs”")
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 intaxne
rate and a single NOL utilization rule rather tleman evaluation of each applicable jurisdictiaa® and
rules. The Company also determined that its 2008kl tax asset for certain fixed assets and gitdes was
misstated due to errors in the accounting for &sidand in the application of a
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USA MOBILITY, INC.

UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS —
(Continued)

federal limitation. The federal limitation may nest certain tax depreciation and amortization dgigdms for a
limited time. Accordingly, the restated financigt&ments include a net $11.9 million decreasesfarded tax
assets and additional paid-in capital as of Decer@bg2003.

In addition to the impact of the matters descriabdve, in 2004 an erroneous calculation was used to
determine the applicable state income tax rate tesedlue deferred tax assets. The 2004 calculafidhmot
properly consider the Company’s state income tgog@nment. Accordingly, the restated financialttsments
include a $19.6 million decrease in deferred tasetssand a $7.5 million increase to income tax espdor the
year ended December 31, 2004. In addition, thisr é@mpacted the value attributed to acquired assstdting
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 then@any
operates. These errors were initially noted andgeized by the Company in the second and thirdtgreof
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 liabilelates to 2005 and the remaining $2.2 millicasvincurred
in prior years. To correct these errors, the redtéihancial statements reflect the recognitiothese expenses
in the appropriate accounting periods. Accordingig, restated financial statements include a $0lBbm
$0.8 million and $0.7 million increase in genenatladministrative expense in 2002, 2003 and 2004,
respectively, and a $2.2 million decrease in gdraard administrative expense in 2005. In addittbrs error
impacted the value attributed to acquired assstdtmeg in an increase of $0.2 million to goodviill2004.
General and administrative expense increased &yréllion in the first quarter of 2005 and decrehbg
$0.9 million in the second quarter of 2005.

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 cortgdeapply 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 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 depreciationpgiration and accretion expense and accumulated
depreciation. The interim quarterly financial staéats for the first, second and third quartersGif®reflect a
decrease in depreciation, amortization and aceretqpense and accumulated depreciation of $0.omill
$3.5 million and $1.2 million, respectively. Thedrim quarterly financial statements for the faisd second
quarters of 2005 reflect an increase to depreciaipense of $0.7 million and a decrease to acatedil
depreciation of $0.7 million and $1.3 million, resgtively.

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
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USA MOBILITY, INC.

UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

of $0.9 million. Accordingly, the restated finarnicigatements include an increase in accrued ltasland

severance expense in the fourth quarter of 2060 & million.

7. Other income was not recorded properlifthe Company determined that a correction of itsomity
interest in GTES LLC, a consolidated subsidiarjgioglly 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 other@nm 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.

The financial statement line items impacted by e¢hmdjustments are summarized in the following &ble

(in thousands):

December 31, June 30,
2004 2005
As As
Previously As Previously As
Reported Restated Reported Restated
ASSETS

Accounts receivable, n $ 37,75( $ 40,07¢ $ 3554f $ 38,01
Deferred income tax ass«— current 26,90¢ 25,52t 28,08¢ 22,84
Total current asse 127,11: 128,05¢ 119,78 116,99¢
Property and equipment, r 216,50t 220,02¢ 163,77: 164,32.
Goodwill 151,79: 154,36¢ 152,25( 154,81:
Deferred income tax ass«— long-term 225,25; 207,04¢ 223,68: 209,51!
Total Assets $793,30¢ $782,14° $716,49 $702,66:

LIABILITIES AND STOCKHOLDERS ' EQUITY

Accounts payable and other accrued liabili $ 76,42( $ 86,47¢
Total current liabilities 151,91 161,97
Other lon¢-term liabilities 10,55¢ 16,63:
Total Liabilities 209,97. 226,10°
Total Stockholder Equity 583,33 556,04(
Total Liabilities and Stockholde’ Equity $793,30¢ $782,14°

Three Months Ended
June 30, 2004

$ 74,77. $ 81,56¢
116,98 123,77
5,23 13,79:
131,04¢ 146,40:
585,45! 556,26(
$716,49° $702,66:

Three Months Ended
June 30, 2005

As
Previously As
Reported Restated

As

Previously As

Reported Restated
Service, rental and maintenar $ 36,98¢ $ 36,73¢
General and administratiy 28,96¢ 29,15(
Depreciation and amortizatic 31,07: 28,32%
Stock based compensati 2,05¢ 1,90¢
Severance and restructuri 45€ 602
Total operating expens 109,15( 106,33¢
Operating income (expens 6,641 9,45¢
Income (loss) before income tax (exper 5,12¢ 7,93¢
Income tax (expense) bene (2,060 (1,690
Net income (loss $ 3,060 $ 6,24¢
Basic net income (loss) per common st $ 01t $ 0.31
Diluted net income (loss) per common sh 0.1t 0.31

$ 56,42¢ $ 56,10
47,62¢ 46,491
32,89( 35,22

66¢ 597
9,44; 9,90«

159,13t 160,40
(1,60) (2,869
(2,605 (3,872

(a4) 61

$ (2,649 $ (3,81])

$ (010 $ (0.19
(0.14) (0.14)
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USA MOBILITY, INC.
UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Six Months Ended Six Months Ended
June 30, 2004 June 30, 2005
As As
Previously As Previously As
Reported Restated Reported Restated
Service, rental and maintenar $ 75,97¢ $ 75,52¢ $113,07¢ $112,45°
General and administrati\ 60,08t 60,45¢ 96,13¢ 94,91¢
Depreciation, amortization and accret 57,38( 54,68( 71,42t 75,81¢
Stock based compensati 4,321 4,17¢ 2,07¢ 1,982
Severance and restructuri 4,14t 4,291 14,46 15,041
Total operating expens 221,52¢ 218,74¢ 320,94¢ 323,98
Operating income (los 17,93( 20,70¢ 2,26¢ (769)
Other income 34t 34k 21¢ 64
Income before income tax (expen 13,24¢ 16,02/ (25)) (3,449
Income tax (expense) bene (5,325 4,94¢ (1,10€) (230
Net income (loss $ 7921 $11,07¢ $ (1,357) $ (3,679
Basic net income (loss) per common st $ 04C $ 0Bt $ (0.0 $ (0.19
Diluted net income (loss) per common sh 0.3¢ 0.5t (0.0%) (0.19

(a) Preparation of Interim Financial Statements- The consolidated financial statements of USA Maohili
Inc. (“USA Mobility,” the “Company” or “we”) have é&en prepared in accordance with the rules andagguos$ of
the U.S. Securities and Exchange Commission (“SERH§ financial information included herein, otligan the
consolidated balance sheet as of December 31, (2804stated), has been prepared without auditc@hsolidated
balance sheet at December 31, 2004 has been démwvedbut does not include all the disclosurestaiored in, the
audited consolidated financial statements for & ynded December 31, 2004. In the opinion of gemant,
these unaudited statements include all adjustnaamdsccruals, which are necessary for a fair ptaten of the
results of all interim periods reported herein. @djustments are of a normal recurring nature. &leesisolidated
financial statements should be read in conjunatitth the consolidated financial statements and ag@nying
notes included in USA Mobility’s Annual Report oo 10-K/A for the year ended December 31, 2004 Th
results of operations for the interim periods pnése are not necessarily indicative of the reshls may be
expected for a full year.

Amounts shown on the statement of results of ofmeraivithin the Operating Expense categories of abs
products sold; service, rental and maintenanckngelnd marketing; and general and administraginerecorded
exclusive of depreciation, amortization, accret&ock based compensation, severance and restngctimarges.
These items are shown separately on the StaterhBetsolts of Operations within Operating Expenses.

Reclassifications — Certain prior years’ amountgehldeen reclassified to conform with current year’s
presentation. Those reclassifications includediétyeases to restructuring and stock based contpensé
$3.0 million and $8.1 million, respectively, withcarresponding increase to severance, restructandgther of
$11.1 million for the six months ended June 30,£280d (2) an increase to depreciation, amortizatimhaccretion
of $0.1 million and $0.2 million for the three asid months ended June 30, 2004, respectively,doregion expen:
formerly included in service, rental and maintereaagpense.

(b) Merger of Arch and Metrocall— The merger of Arch Wireless, Inc. and subsié=«(i'Arch”) and
Metrocall Holdings, Inc. and subsidiaries (“Metrtf§aoccurred on November 16, 2004. Under the teohthe
merger agreement, holders of 100% of the outstgmélinh common stock received one share of the Coyipa
common stock for each common share held of Arclidéfs of 2,000,000 shares of Metrocall common stock
received cash consideration totaling $150 milliod ¢he remaining 7,236,868 shares of Metrocalllmmmn stock
were each exchanged for 1.876 shares of USA Mglmiimmon stock. Upon consummation of the merger
exchange, former Arch and Metrocall common shadghslheld approximately 72.5% and 27.5%, respdygtioé
USA Mobility’s common stock on a fully diluted basi
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USA MOBILITY, INC.
UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

The merger was accounted for using the purchaseash@tf accounting. Arch was the accounting acquirer
Accordingly, the basis of Arch’s assets and lidieii as of the acquisition date are reflected énlthlance sheet of
USA Mobility at their historical basis. Amounts@dhted to Metrocall's assets and liabilities wesisddl upon the
total purchase price and the estimated fair vatdiasich assets and liabilities. The results of apens of Metrocall
have been included in the USA Mobility results frlovember 16, 2004, therefore, the results preddotethe
three and six months ended June 30, 2004 do nodmcesults associated with Metrocall.

USA Mobility expects to achieve operating and otharergies through elimination of redundant ovedhaad
duplicative network structures. Subsequent to teeger, the Company began an extensive review afpaitating
systems, the rationalization of the one-way andwag messaging networks, and the composition o§éthes force
The Company expects to continue its reviews thrd@2@)b and beyond as it deconstructs networks amtlatdizes
its systems. In this process, the Company expedtstir additional costs.

The following unaudited pro forma summary preséimésconsolidated results of operations as if thegerehad
occurred at the beginning of the period presergfdr 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 mqiqet to be indicative of what would have occurhed the
merger been completed at the beginning of the gegmiesented, or of results that may occur in theréu

Six Months Ended
June 30, 200 June 30, 200
(Pro Forma) (Restated)

(In thousands
except per share amounts

Revenue! $ 417,28t $ 323,21
Net income (loss) (restate 29,331 (3,679
Basic net income (loss) per common share (rest 1.0¢ (0.19
Diluted net income (loss) per common share (reg}i 1.07 (0.19

(c) Business— USA Mobility is a leading provider of wireless maggg in the United States. Currently, U
Mobility provides one-way and two-way messaginyges. One-way messaging consists of numeric and
alphanumeric messaging services. Numeric messagivires enable subscribers to receive messagem¢ha
composed entirely of numbers, such as a phone numvhée alphanumeric messages may include nundoets
letters, which enable subscribers to receive teedgages. Two-way messaging services enable sursaibsend
and receive messages to and from other wirelessagig devices, including pagers, personal digialstants
(“PDAs") and personal computers. USA Mobility alsffers voice mail, personalized greeting, messéyage and
retrieval and equipment loss and/or maintenanctegtion to both one-way and two-way messaging suiEss.
These services are commonly referred to as wiraessaging and information services.

(d) Risks and Other Important Factors- Based on current and anticipated levels of djmrs, USA
Mobility’s management believes the Company’s nshagarovided by operating activities, together vaiish on
hand, should be adequate to meet its cash requiterfog the foreseeable future.

In the event that net cash provided by operatitiyiies and cash on hand are not sufficient to nfigteire cast
requirements, USA Mobility may be required to reelptanned capital expenditures, sell assets oraddikional
financing. USA Mobility can provide no assurancattreductions in planned capital expenditures oc@eds from
asset sales would be sufficient to cover shortfalbsvailable cash or that additional financing Vaoloe available or,
if available, offered on acceptable terms.

USA Mobility believes that future fluctuations its irevenue and operating results may occur dueatoym
factors, particularly the decreased demand fangssaging services. If the rate of decline forGbenpany’s
messaging services exceeds its expectations, regenay be negatively impacted, and such impactidoeail
material. USA Mobility’s plan to consolidate itstm@rks may also negatively impact revenues as ousto
experience a reduction in, and possible disruptainservice in certain areas. Under these circantgts, USA
Mobility may be unable to adjust spending in a timmaanner to compensate for any future revenuetfstiott is
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UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

possible that, due to these fluctuations, USA Mtd revenue or operating results may not meegtkgectations
of investors, which could reduce the value of USAHility’'s common stock.

(e) Goodwill and Other Intangible Assets- Goodwill of $154.8 million (as restated) at JBte 2005 resulted
from the purchase accounting related to the Metromarger as previously discussed. The Companyé&saimons
consists of one reporting unit to evaluate goodv@odwill is not amortized, but is evaluated fmpairment
annually or when events or circumstances suggestemtial impairment may have occurred. The Compeas/
selected the fourth quarter to perform its annogldirment test. Other intangible assets were recbad fair value
at the date of acquisition and amortized over pisrigenerally ranging from one to five years. Agagteg
amortization expense for intangible assets foistkenonths ended June 30, 2004 and 2005 was zdro an
$13.5 million, respectively.

Amortizable intangible assets are comprised oféllewing at June 30, 2005 (dollars in thousands):

Useful Life Gross Carrying Accumulated
(in years) Amount Amortization Net Balance
Purchased subscriber li 5 $ 68,59! $ (19,21¢) $ 49,371

Purchased Federal Communications Commission

(“FCC") licenses 5 3,75( (2,329 1,427
Other 1 2,161 (1,34%) 81€
74,50¢ (22,889 51,62(
Deferred financing cos 2 3,45¢ (3,079 38E

$ 77,960 $ (25959 $ 52,00¢

() Longterm Debt— On November 16, 2004, Metrocall and Arch asrBeers, along with USA Mobility
and its bank lenders, entered into a credit agraeftiee “credit agreement”) to borrow $140.0 milidJnder the
credit agreement, the Company may designate alhpiportion of the borrowings outstanding at eithdéoating
base rate or a Eurodollar rate advance with aricgipé margin of 1.50% for base rate advances &5@P2 for
Eurodollar advances. The cash proceeds under ¢dit agreement were used by USA Mobility to fungbation of
the cash consideration paid to Metrocall sharehlsloheaccordance with the merger agreement. Th@Wworgs are
secured by substantially all of the assets of US#bllity. During the second quarter of 2005, the amy made a
mandatory principal payment of $5.9 million andiopéal prepayments of $24.1 million, reducing théstanding
principal balance to $26.5 million as of June 3W2 which approximated its fair value. Subseqtedune 30,
2005, the Company made a voluntary principal repayrof $8.5 million.

(g) Accounts Payable and Other Accrued Liabilities Accounts payable and other accrued liabilitees (
restated) consist of the following (dollars in teands):

December 31, 200 June 30, 200

Accounts payabl $ 6,011 $ 3,77
Accrued compensation and benefits (resta 10,32¢ 8,46¢
Accrued network cost 8,95¢ 10,11:
Accrued property and sales tax (resta 30,09" 29,89:
Accrued severance and restructuring (reste 16,24: 13,06:
Accrued othe 14,84« 16,26
Total accounts payable and other accrued liatsl $ 86,47¢ $ 81,56¢

Accrued property and sales taxes are based ondimp&hy’s estimate of outstanding state and losalstar his
balance may be adjusted in the future as the Coyngetties with various taxing jurisdictions. A gort of this
liability relates to contingencies identified aétimerger of Arch and Metrocall and, accordinglg, esnsidered
preliminary in the purchase price allocation of #vguisition. As the Company obtains additionabinfation to
refine the estimate, including potential settlendiatussions with taxing authorities, increasedemreases to the
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liability and goodwill could occur. The Companyrégjuired to complete its estimation process fos¢he
contingencies within one year of the acquisition.

(h) StockholdersEquity — The authorized capital stock of the Company sta®f 75 million shares of
common stock and 25 million shares of preferredistpar value $0.0001 per share.

» General — At December 31, 2004 and June 30, 2005, there 2,827,071 and 27,164,930 shares of
common stock outstanding and no shares of prefetmdk outstanding, respectively. In addition,wate) 30,
2005, there were 277,303 shares of common stoekved for issuance from time to time to satisfyeyah
unsecured claims under the Arch plan of reorgaiizaEor financial reporting purposes, the numbdestares
reserved for issuance under the Arch plan of reoegéion have been included in the Company’s regbrt
outstanding share balant

In connection with and prior to the merger, the @any established the USA Mobility, Inc. Equity Intiee
Plan (“Equity Plan”). Under the Equity Plan, then@many has the ability to issue up to 1,878,976eshaf its
common stock to eligible employees and non-emplogembers of its Board of Directors in the form tafck
options, restricted stock, stock grants or unitsstRcted shares awarded under the plan entitlsitheeholder to a
rights of common stock ownership except that tterehmay not be sold, transferred, exchangedherwise
disposed of during the restriction period, whicll & determined by the Compensation CommittednefBoard o
Directors of the Company.

On June 7, 2005, the Company awarded 103,937 sharestricted stock to certain eligible employ€eHsese
outstanding restricted shares vest fully on JantiaB008. The Company used the fair-value basetaodeif
accounting for the award and will ratably amortize $2.8 million to expense over the vesting period

In lieu of cash payments for directors’ fees earsiade the date of the merger on November 16, 200digh
March 31, 2005, two directors elected to receiteta of 1,530 unrestricted shares of the Compaogamon
stock during June 2005 based upon the fair maetevof a share of common stock at the date ofissel

« Earnings per Shar — Basic earnings per share is computed on the loAshe weighted average common
shares outstanding. Diluted earnings per sharengated on the basis of the weighted average common
shares outstanding plus the effect of outstandimckoptions and restricted stock using the “treastock”
method. The components of basic and diluted easrpeg share were as follows (in thousands, exd¢epes
and per share amount

Three Months Ended June 30, Six Months Ended June 30,
2004 2005 2004 2005

Net income (loss) (restate $ 6,24t % (381) $ 11,07¢  $ (3,679
Weighted average shares of common stock

outstanding 19,965,07 27,226,07 19,982,63 27,167,38
Dilutive effect of:

Options to purchase common stock and

restricted stocl 144,11! — 110,98:. —

Weighted average shares of common stock

common stock equivalen 20,109,19 27,226,07 20,093,61 27,167,38
Earnings (loss) per share (restate:

Basic $ 031 $ 019 3 058 % (0.19)

Diluted $ 031 § 0.19 % 058 $ (0.19)
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(i) Revenue Recognitior- Revenue consists primarily of monthly service agmtal fees charged to custorr
on a monthly, quarterly, serailnual or annual basis. Revenue also includesatbeo$ messaging devices directly
customers and other companies that resell ourcgrvin accordance with the provisions of Emerdisges Task
Force Issue No. 00-2Revenue Arrangements with Multiple Deliverahl@€ITF No. 00-21"), the Company
evaluated these revenue arrangements and deterthatevo separate units of accounting exist, ngegaservice
revenue and product sale revenue. AccordinglyCibyapany recognizes messaging service revenue lowg@etriod
the service is performed and revenue from prodaletsss recognized at the time of shipment. The Gom
recognizes revenue when four basic criteria haem Ibeet: (1) persuasive evidence of an arrangenxésisge
(2) delivery has occurred or services renderedh@Yee is fixed or determinable and (4) collattibis reasonably
assured. Amounts billed but not meeting these maitiog criteria are deferred until all four critarhave been met.
The Company has a variety of billing arrangemerith its customers, resulting in deferred revenuaduwance
billing and accounts receivable for billing in-aare arrangements.

Our customers may subscribe to one-way or two-wagsaging services for a monthly service fee which i
generally based upon the type of service provittezlgeographic area covered, the number of depitesded to
the customer and the period of commitment. Voicéd,rparsonalized greeting and equipment loss
and/or maintenance protection may be added toresthe-way or two-way messaging services, as agpgécéor an
additional monthly fee. Equipment loss protectitioves subscribers who lease devices to limit ticest of
replacement upon loss or destruction of a messatguge. Maintenance services are offered to siliEsrwho
own their device.

In June 2005, the Company announced an allian¢eAdvanced Metering Data Systems, LLC (“AMDS”) and
Sensus Metering Systems to provide meter monit@@ngices over a narrow-band PCS network. The Cagnpas
agreed to sell one of its FCC licenses and to pgetawer space and other custom network servicASMoS.
Proceeds from these sales include a note receie&Be.5 million and a royalty of 1% to 3% of nebnitoring
revenue derived from the use of the FCC licensdeGibility of the note receivable is not yet reasbly assured.
The sale of this license is contingent upon regmaapproval which is expected in the third quaaie2005.
Accordingly, the Company has not recorded any ansowgtated to any of the elements of this traneacti

() Stock Based Compensatier Compensation expense associated with optionsestdcted stock was
recognized in accordance with the fair value priovis of Statement of Financial Accounting Stand&f8§AS”)
No. 123,Accounting for Stock Based Compensafli@+AS No. 123"), over the instruments’ vestingipdr
Pursuant to Staff Accounting Bulletin 1GBhare-Based Paymen{‘SAB 107"), the following table reflects the
classification of $4.2 million and $2.0 million gtock based compensation for the six months endgeel 30, 2004
and 2005, respectively (dollars in thousands).

Six Months Ended

June 30,
2004 2005
Service, rental and maintenance expe $ 31 $ 14¢
Selling and marketing expen 19 86
General and administrative expel 3,831 1,745
Total stock based compensat $4,17F  $1,98:
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(k) Severance and Restructuring- At June 30, 2005, the balance of the liabilag (estated) was as follows
(dollars in thousands):

Remaining

Balance at Liability at
December 31, 200  Charges in 200!  Reclassification:  Cash Paic ~ June 30, 200
Lease obligation cos $ 3,46 $ —  $ — $(3,467) $ —
Severance costs (restat: 12,77¢ 10,74: 2,531 (12,989 13,06:
Litigation settlement cosi — 4,30( — (4,300 —

Total accrued severance and

restructuring $ 16,24, $ 15,04. $ 2,531 $(20,75) $ 13,06:

Reclassifications represent reclassification of@ed liabilities for vacation and long-term incemes to be paid
to severed employees.

() Settlement Agreements- During the three months ended March 31, 2006 Cbmpany reached a
settlement agreement with a vendor for roamingitsdald by USA Mobility and recorded a $1.5 mifliceduction
to service, rental and maintenance expenses fc#sh consideration. The Company will also utiidditional
benefits of $0.5 million over the next 58 monthdJ&A Mobility customers incur roaming charges oa Wlendor’s
network.

On November 10, 2004, three former Arch senior ettees (the “Former Executives”) filed a Notice©faim
before the JAMS/Endispute arbitration forum in BostMassachusetts asserting they were terminated thieir
employment by Arch pursuant to a “change in cohtasldefined in their respective executive emplogime
agreements (the “Claims”). On May 9, 2005, the Farfxecutives agreed to dismiss the Claims witfugiee
against all parties in exchange for a settlemeytreat of $4.3 million. The Company recorded thiglement as an
increase to severance expenses for the six montiezielune 30, 2005.

(m) Income Taxes— USA Mobility accounts for income taxes under lkiability method. Deferred income tax
assets and liabilities are determined based oditfezence between the financial statement basddraincome ta
provision bases of assets and liabilities, givengiovisions of enacted laws. In the event the Gompbtains
evidence the deferred tax assets will not be redlithe Company would provide a valuation allowasg&inst net
deferred tax assets.

USA Mobility evaluates the recoverability of itsfdeed income tax assets on an ongoing basis. 3$esamel
is required to consider all available positive argative evidence to determine whether, based dnestidence, it
is more likely than not that all of USA Mobilityiset deferred income tax assets will be realizedture periods.
Management continues to believe no further valuaditowance is required.

The anticipated effective tax rate is expectedotttioue to differ from the statutory federal tateraf 35%,
primarily due to the effect of state income taxes.

(n) Related Party Transactions— As of November 16, 2004, two members of the Camyfs board of
directors also serve as directors for entities fraimch the Company leases transmission tower ditesng the six
months ended June 30, 2005, the Company paid $1i8i&dn and $1.7 million, respectively, to thesaddords for
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rent expenses. Each director has recused himeetfdiny discussions or decisions made on matteasnglto the
relevant vendor.

(0) Segment Reporting— USA Mobility believes it currently has one opimg segment.

(p) New Accounting Pronouncements In May 2005, the Financial Accounting StandaBdsird (“FASB”)
issued SFAS No. 154ccounting Changes and Error Correctioff$SFAS No. 154”) that supercedes APB Opini
No. 20 and SFAS No. 3. This statement requiressp#ctive application to prior peric financial statements of a
voluntary change in accounting principle, due tocamting changes and corrections of errors madiedal years
beginning after December 15, 2005. Management doesxpect SFAS No. 154 to materially affect theoréed
operations, cash flows, or financial position af tbompany.

In December 2004 the FASB issued a revision of8taht No. 123Accounting for Stock Based Compensa
(“SFAS No. 123R") Share-Based Paymei8FAS No. 123R supersedes APB Opinion No.A&%ounting for Stock
Issued to Employet, and its related implementation guidance. SFASI28R establishes standards for the
accounting for transactions in which an entity exaes its equity instruments for goods or servitedso
addresses transactions in which an entity incaisliiies in exchange for goods or services thattased on the fair
value of the entity’s equity instruments or thatynba settled by the issuance of those equity ingnis.

SFAS No. 123R focuses primarily on accounting fansactions in which an entity obtains employeeises in
share-based payment transactions. SFAS No. 123Rrmidehange the accounting guidance for sharedbase
payment transactions with parties other than engaeyrovided in SFAS No. 123 as originally issued BITF
Issue No. 96-18Accounting for Equity Instruments That Are Issue@ther Than Employees for Acquiring, or in
Conjunction with Selling, Goods or Services.

The SEC adopted a rule that defers the effectite a@laSFAS No. 123R until the beginning of thetffiscal
year beginning after June 15, 2005. The Companglegsed to postpone adoption of SFAS No. 123R QA66.
Management does not expect SFAS No. 123R to mbyeaiiéect the reported results of operations, céehs or
financial position of the Company.

In March 2005, the FASB issued Financial IntergietaNo. 47,Accounting for Conditional Asset Retirement
Obligations(“FIN 47”). FIN 47 clarifies the application of dain aspects of SFAS No. 148sset Retirement
Obligations.Management does not expect the adoption of FINb4iidterially affect the cash flows or financial
position of the Company.

(q) Commitments and Contingencies USA Mobility was named as a defendant, alondhwitch, Metrocall
and Metrocall’'s former board of directors, in tveavsuits filed in the Court of Chancery of the Stat®elaware,
New Castle County, on June 29, 2004 and July 284 20he Company and the other defendants enterec
settlement agreement with the plaintiffs priorhe merger which was approved by the court on May2@85 and
the case was dismissed. As noted in Notes@}flement Agreementen May 9, 2005, three former executives of
Arch agreed to dismiss all claims against Arch imdubsidiaries in exchange for a settlement payroe
$4.3 million.

USA Mobility, from time to time, is involved in lasuits arising in the normal course of business. W&Mility
believes that its pending lawsuits will not havaaterial adverse effects on its financial conditi@sults of
operations, or cash flows.
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ltem 2. Managemen’'s Discussion and Analysis of Financial Condition drResults of Operation

Restatement

We have restated our 2004 financial statement2@0d and 2005 interim financial statements androthe
information, as discussed in the Restatement seofi®art | and further described in Note 1 of theaudited Notes
to Condensed Consolidated Financial StatementkidrQuarterly Report on Form 10-Q/A, we are repgrhet
income of $6.2 million and a net loss of $3.8 roitlifor the three months ended June 30, 2004 ansl, 20@ net
income of $11.1 million and a net loss of $3.7 imillfor six months ended June 30, 2004 and 20@pextively,
compared to net income of $3.1 million and a ne$ lof $2.6 million for three months ended June 2022005,
and net income of $7.9 million and a net loss oft$tillion for six months ended June 2004 and 20@% we
reported in the previously filed Form 10-Q. In cention with the restatement described herein, th@gany has
concluded that, as of December 31, 2004, the sratait was a result of material weaknesses in tihep@oy’s
internal control over financial reporting. All antas contained within management’s discussion aadlyais have
been corrected to reflect the impact of the restatds. See Note 1 to the Notes to ConsolidatechEiabStatemen
in the 2004 Annual report on Form 10-K/A.

Forward-Looking Statements

This quarterly report contains forwalabking statements and information relating to US8bility, Inc. and its
subsidiaries (“USA Mobility” or the “Company”) thatre based on management’s beliefs as well as assms
made by and information currently available to nggamaent. These statements are made pursuant tafthkagbor
provisions of the Private Securities Litigation Bref Act of 1995. Statements that are predictivedture, that
depend upon or refer to future events or conditionshat include words such as “anticipate,” “beé,” “estimate,”
“expect,” “intend” and similar expressions, as thelate to USA Mobility or its management are forevéooking
statements. Although these statements are basedaggamptions management considers reasonableriney
subject to certain risks, uncertainties and assiomgincluding, but not limited to, those factoes forth within this
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations (“MD&A”").” Shdwne
or more of these risks or uncertainties materializeshould underlying assumptions prove incorractiial results ¢
outcomes may vary materially from those describergin as anticipated, believed, estimated, expemtégtended.
Investors are cautioned not to place undue reliandbese forwardboking statements, which speak only as of t
respective dates. We undertake no obligation tatgdr revise any forward-looking statements. Absequent
written or oral forwardeoking statements attributable to us or persotiagon our behalf are expressly qualifiec
their entirety by the discussion under the “Risktbes Affecting Future Operating Results” sectidthe MD&A.

Overview

The following discussion and analysis should bel imaconjunction with our consolidated financiatsiments
(as restated) and related notes and “Risk Factffesting Future Operating Results,” which desciiey risks
associated with our operations and industry, aaddtiowing subsections of the “Management’s Disiois and
Analysis of Financial Condition and Results of Ggiems” section of our Annual Report on Form 10-Kbk the
fiscal year ended December 31, 2004: “Overview,88Bits of Operations,” “Liquidity and Capital Restes,”
“Inflation” and “Application of Critical AccountingPolicies.”

USA Mobility is a holding company that was formedeffect the merger of Arch Wireless, Inc. and slibses
(“Arch”) and Metrocall Holdings, Inc. and subsid&s (“Metrocall”) which occurred on November 16,020 Prior
to the merger, USA Mobility had conducted no operet other than those incidental to its formatieor financial
reporting purposes, Arch was deemed to be the aticguacquirer of Metrocall. The historical infortizn for USA
Mobility includes the historical financial informiah of Arch for 2004 and the acquired operationMetrocall from
November 16, 2004. Accordingly, the results of apiens reflect increases in revenues and costsodile
inclusion of Metrocall during the three and six rttoperiods ended June 30, 2005 as compared tbrbe and six
month periods ended June 30, 2004, which includeaesults of Arch only.

15




Table of Contents

Integration

We continue to believe that the combination of Aacldl Metrocall provides us with the potential togate
stronger financial and operating results than eiteenpany could have achieved separately, by radumierall
costs while the Company’s revenue continues tameskequentially. During the second quarter of 2006
integration and cost reduction efforts continuéottus on:

Technical Infrastructure and Network Operatiors We have begun decommissioning and deconstructing
one of our twoway networks. That process is expected to be cdetbley the end of 2005. We are also foct
on rationalizing our one-way networks. This corgatiion and rationalization will be an ongoing pregas we
attempt to match our network capacity to the resqugnts of our customers.

Selling and Marketing— We continued the process to eliminate redundanuanécessary sales office:
match the staff reductions that were taken in theth quarter of 2004 and which have occurred te.da

Billing System Consolidatior— We continued the efforts to convert the Metrbstnd alone billing
system into the Arch billing system. This convensieas completed during July 2005.

Inventory Fulfillment— We continued our efforts to consolidate our remmjrthree distribution centers
one distribution center by the end of the thirdrtera2005.

Back-office Operations— We expect to consolidate our customer serviegaijons, from five to two
centers by the end of 2006. Other administrativcesarpport functions such as accounting, financearu
resources, credit and collections, information tetbgy and other overhead functions are being dfeded
throughout 2005.

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

Direct. Our direct sales force rents or sells productsraassaging services directly to customers ranigorg
small and medium-sized businesses to Fortune 10@panies, health care and related businesses ardhgoent
agencies. We intend to continue to market to comialeenterprises utilizing our direct sales foredlzese
commercial enterprises have typically disconnestzdice at a lower rate than individual consum&ssof June 30,
2005, our sales personnel were located in apprdgisna23 offices in 36 states throughout the UniBgtes. In
addition, we maintain several corporate sales ggdopgused on national business accounts; fedevargment
accounts; advanced wireless services; systemsaahdisations; telemetry and other product offesing

Indirect. Within our indirect channel we contract with @ndoice an intermediary for airtime services. The
intermediary or “reseller” in turn markets, seltedgrovides customer service to the end-user. Tikare
contractual relationship that exists between usthadnd subscriber. Therefore, operating costsipieto provide
these services are lower than those required iditket distribution channel. Indirect units ingee typically have
lower average monthly revenue per unit than diveds in service. The rate at which subscribersatisect service
in our indirect distribution channel has been highan the rate experienced with our direct custsraed we expe
this to continue in the foreseeable future.

The following table sets forth units in serviceasated with our channels of distribution:

As of As of As of
June 30, March 31, June 30,
2004(a) 2005(b) 2005(b), (c)
Units % Units % Units %
(Units in thousands)

Direct 3,38( 85% 4,79( 82%  4,49¢ 84%
Indirect 58¢ 15% 1,06¢ 18% 852 16%
Total 3,96¢ 100% 5,85¢ 100% 5,34¢ 100%

(&) Includes units in service of Arch onl
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(b) Includes units in service of Arch and Metroc

(c) Includes a 238,000 reduction of units in service ttuthe conversion of the Metrocall billing systemthe Arct
billing system.

During our billing system conversion, which was @bated in early July 2005, we became aware of giiror
the Metrocall units in service counts and diffelesimn the definition of units in service betweentideall and Arch.
As a result, as of June 30, 2005, we reduced ats inservice by 238,000 units to correct the exand to conforr
to the Arch billing system standard unit definitidrhere was no impact on revenue.

Our customers may subscribe to one-way or two-wagsaging services for a monthly service fee which i
generally based upon the type of service provitteelgeographic area covered, the number of depitesded to
the customer and the period of commitment. Voicéd,rparsonalized greeting and equipment loss
and/or maintenance protection may be added toresthe or two-way messaging services, as applicaman
additional monthly fee. Equipment loss protectiioves subscribers who lease devices to limit ticest of
replacement upon loss or destruction of a messatguge. Maintenance services are offered to sidesrwho
own their device.

A subscriber to one-way messaging services magtsedeerage on a local, regional or nationwide $asbest
meet their messaging needs. Local coverage genethlvs the subscriber to receive messages wittamall
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 aiter to
receive messages in major markets throughout thited)Btates. The monthly fee generally increasés egverage
area. Two-way messaging is generally offered oateonwide basis.

The following table summarizes the breakdown of ang-way and two-way units in service at specitlates:

As of As of As of
June 30, March 31, June 30,
2004(a) 2005(b) 2005(b), (c)
Units % Units % Units %
(Units in thousands)

One-way messagin 3,69¢ 93% 5,35 91% 4,87¢ 91%
Two-way messagin 27C 7% 501 9% 472 9%
Total 3,96¢ 100% 5,85¢ 100% 5,346 100%

(&) Includes on-way and tw-way messaging units in service of Ari

(b) Includes on-way and tw-way messaging units of Arch and Metroc

(¢) Includes a 238,000 reduction of units in service thuthe conversion of the Metrocall billing systenthe Arct
billing system.

We provide wireless messaging services to subssribe a monthly fee, as described above. In aalditi
subscribers either lease a messaging device frdor as additional fixed monthly fee or they owdevice, having
purchased it either from the Company or from anotleador. We also sell devices to resellers whedeaa resell
devices to their subscribers and then sell mesgagirvices utilizing 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:

As of As of As of
June 30, March 31, June 30,
2004(a) 2005(h) 2005(b), (c)
Units % Units % Units %
(Units in thousands)

Owned and lease 3,07¢ 77%  4,56¢ 78% 3,98 74%
Owned by subscribe 30C 8% 22t 4% 513 10%
Owned by indirect customers or their subscril 59C 15% 1,06¢ 18% 852 16%
Total 3,96¢ 100% 5,85¢ 100% 5,346 100%

(&) Includes units in service of Arc
(b) Includes units of Arch and Metroca

(¢) Includes a 238,000 reduction of units in service thuthe conversion of the Metrocall billing systenthe Arct
billing system.

We derive the majority of our revenues from fixednthly or other periodic fees charged to subscsilher
wireless messaging services. Such fees are notajgngependent on usage. As long as a subscribertains
service, operating results benefit from recurriagrmpent of these fees. Revenues are generally dbiyéne number
of units in service and the monthly charge per.urtie number of units in service changes basedibscsibers
added, referred to as gross placements, less shdrscancellations, or disconnects. The net of gmacements 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 motddys. Disconnects are also monitored on a mobtijs. The
ratio of units disconnected in a period to begignimits in service for the same period, calleddiseonnect rate, is
an indicator of our success retaining subscribdvistwis important in order to maintain recurringeaues and to
control operating expenses.

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

Three Months Ended

June 30, 2004(a) March 31, 2005(b) June 30, 2005(b), (c)
Gross Gross Gross
Placement: Disconnect: Placement: Disconnect: Placement: Disconnect:
(Units in thousands)
Direct 131 267 16€ 37¢ 16E 45¢
Indirect 35 10¢ 114 24E 99 31t
Total 16€ 37¢E 28( 624 264 774

(&) Includes gross placements and disconnects of Amth
(b) Includes gross placements and disconnects of Ardhvéetrocall.

(c) Includes a 238,000 reduction of units in service ttuthe conversion of the Metrocall billing systemthe Arct
billing system.

The demand for one-way and two-way messaging ss\declined during the six months ended June 315,20
and we believe demand will continue to declinetlier foreseeable future in line with recent trends.

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 ghds dependent on the subscriber’s service, erfaggographic
coverage, whether the subscriber leases or ownaéissaging device and the number of units the owestbas on
his or her account. The ratio of revenues for #&peo the average units in service for the sam®gecommonly
referred to as average revenue per unit (“ARP4"g key revenue measurement as it indicates wheibiethly
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charges for similar services and distribution clt@s@are increasing or decreasing. ARPU by distidnuthannel an
messaging service are monitored regularly. Thefolg table sets forth our ARPU by distribution shal for the
periods stated.

Three Months Ended

June 30 March 31, June 30,

2004(a)  2005(b), (c  2005(b), (c
Direct $10.1¢ $ 9.9¢ $ 9.8¢
Indirect $366 $ 45 $ 45¢
Consolidatec $912 $ 901 $ 9.0z

(&) Includes average revenue per unit for Arch o
(b) Includes average revenue per unit for Arch and dbeil.

(c) Includes a 238,000 reduction of units in service ttuthe conversion of the Metrocall billing systemthe Arct
billing system at the beginning of the period itcaéating average revenue per ul

While ARPU for similar services and distributionagimels is indicative of changes in monthly chaayes the
revenue rate that we add new subscribers, thisuneragnt on a consolidated basis is affected byrakfaztors,
most notably the mix of units in service. Grosserayes have increased year over year due to th@daditmerger,
but we expect future sequential quarterly revetoeecline. The change in our consolidated averagenue per
unit for the quarter ended June 30, 2005 from thetgrs ended June 30, 2004 and March 31, 2005dweas
primarily to the change in mix in customers andsidered the 238,000 unit adjustment referred tw@bthe
change in ARPU in our direct distribution chanrgeltie most significant indicator of rate-relatedmdes in our
revenues. We expect ARPU for our direct units ivise will decline in future periods.

Our revenues were $115.8 million and $157.5 milimnthe three months ended June 30, 2004 and 2005,
respectively. The 2004 revenues include historidarmation for Arch only. Certain of our operatiegpenses are
especially important to overall expense contratsthoperating expenses are categorized as follows:

« Service, rental and maintenancé&.hese are expenses associated with the opeddtar networks and the
provision of messaging services and consist largetglecommunications charges to deliver messages
our networks, lease payments for transmitter looatiand payroll expenses for our engineering agémpa
repair functions

» Selling and marketing.These are expenses associated with our diredndirdct sales forces. This
classification consists primarily of salaries, coissions and other payroll related expen

» General and administrative.These are expenses associated with customecsgirwentory 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 describeccabrpgense controls are also performed on a furatexpense
basis. For the quarter ended June 30, 2005, were@tcapproximately 76% of the expenses referrabtave in thre
functional expense categories: payroll and relatgzbnses, lease payments for transmitter locatiods
telecommunications expenses.

Payroll and related expenses include wages, corangsncentives, employee benefits and relatedsawe
review the number of employees in major functiarekgories such as direct sales, engineering ahdital staff,
customer service, collections and inventory on atimy basis. We also review the design and physocations of
functional groups to continuously improve efficignto simplify organizational structures and to miize the
number of physical locations.

Lease payments for transmitter locations are Igrdependent on the Company’s messaging networks. We
operate local, regional and nationwide one-waytarmdway messaging networks. These networks eaalireeq
locations on which to place transmitters, receieers antennae. Generally, lease payments are éucfor each
transmitter location. Therefore, lease paymentsréorsmitter locations are highly dependent omilmaber of
transmitters, which in turn is dependent on the Inemof networks. In addition, these expenses géne&ia not
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vary directly with the number of subscribers ontsim service, which is detrimental to the Comparperating
margin as revenues decline. In order to reducesttpgnse, USA Mobility has an active program tosodidate the
number of networks and thus transmitter locatiertsch the Company refers to as network rationalirat

Telecommunications expenses are incurred to inb@@ct our messaging networks and to provide telepho
numbers for customer use, points of contact fotacuer service and connectivity among our officdsede expens
are dependent on the number of units in servicalamdumber of office and network locations we rtaim The
dependence on units in service is related to tinebew of telephone numbers provided to customerdf@dumber
of telephone calls made to our call centers, thdbghis 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 m@nunications expense to vary regardless of thebeuiwf units
in service. In addition, certain phone numbers vesige to our customers may have a usage compdased on
the number and duration of calls to the subscriberéssaging device. Telecommunications expensestdo
necessarily vary in direct relationship to units@rvice. Therefore, based on the factors discusisede, efforts are
underway to review and reduce telephone circugmeries and capacities and to reduce the numbtearemitter
and office locations at which we operate.

The total of our cost of products sold, servicefaband maintenance, selling and marketing, ame:igé and
administrative expenses was $155.6 million and $P8&iillion for the six months ended June 30, 200d 2005,
respectively. As discussed previously, the Compapects revenue from one-way and two-way messagngces
to continue to decline for the foreseeable futarkrie with recent trends. Additionally, the Compdelieves that
the rate of revenue decline will likely outpace @@mpany’s ability to reduce costs, therefore thenfany expects
it's margins to decline for the foreseeable futlrgere can be no assurance that in the face ahdegkevenue the
Company can remain profitable, or generate positash flow from operating activities.

Results of Operations

As previously discussed, Arch and Metrocall mergedNovember 16, 2004. The results of operationscasti
flows discussed below for 2004 include the opegatesults and cash flows of Arch only for the thasel six
months ended June 30, 2004, while the 2005 penidddes the operating results of Arch and Metrocall
Accordingly, the apparent growth in operationste tb the merger.

Comparison of the Results of Operations for the BerMonths Ended June 30, 2004 and 2005

Three Months Ended June 30

2004 2005 Change Between
% of % of 2004 and 2005
Amount Revenue Amount Revenue Amount %
(Dollars in thousands)
Revenues
Service, rental and maintenar $111,17- 96.(% $151,48: 96.2% $40,30¢ 36.2%
Product sale 4,62 4.C 6,054 3.8 1,431 31.C

$115,79° 10C% $157,53° 10C% $41,74(

Selected operating expens

Cost of products sol 85¢€ 0.7 92¢ 0.6 73 8.t
Service, rental and maintenance (resta 36,73¢ 31.7 56,10: 35.€ 19,36¢ 52.7
Selling and marketin 8,751 7.€ 11,15¢ 7.1 2,39¢ 27.4
General and administrative (restat 29,15( 25.2 46,49 29.F 17,34: 59.k

$ 75,50: 65.2% $114,68( 72.8% $39,17¢
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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. The increase in revenues in each revgpess the
result of including revenues of Metrocall durindd80as compared to Arch only during 2004. The coetin
Company has experienced, and expects to continexpterience, revenue declines for the foreseeablesf.

Service, rental and maintenance reven

Paging:
Direct:

One-way messagin
Two-way messagin

Indirect:

One-way messagin
Two-way messagin

Total Paging

One-way messagin
Two-way messagin

Non-Paging revenu

Total service, rental and maintenance revel

Three Months Ended
June 30,

2004

2005

(Dollars in thousands)

$ 83,29¢ $108,35:
20,73¢ 27,67¢
$104,03¢  $136,03:
$ 6365 $ 9,99¢
482 2,36¢

$ 6,851 §$ 12,36¢
$ 89,66¢ $118,35:
21,22: 30,04
$110,88¢  $148,39¢
28t 3,08¢
$111,17:  $151,48:

The table below sets forth units in service andiserevenues, the changes in each between the itihoaths
ended June 30, 2004 and 2005 and the change inuewassociated with differences in the number dasum

service and the ARPU.

One-way messagin
Two-way messagin

Total

Units in Service Revenues
As of June 30, Three Months Ended June 30, Change Due to:
2004 2005 Change 2004(a) 2005(a) Change ARPU Units

(Units in thousands)

3,69¢ 4,87¢ 1,17
27C 47z 202

(Dollars in thousands)

$ 89,66¢ $118,35: $28,68¢ $ (200) $35,25¢

21,22: 30,04% 8,82¢

(10,629

13,56:

3,96¢ 5,346  1,37¢

$110,88¢ $148,39¢ $37,51( $(10,82¢) $48,81¢

(&) Amounts shown exclude n-paging revenue:

As previously discussed, demand for messaging@\ias declined over the past several years and we
anticipate that it may continue to decline for theeseeable future, in line with recent trends,alihivould result in
reductions in service revenue due to the lower rerbsubscribers.
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Operating Expenses

Cost of Products Sold.Cost of products sold consists primarily of tlestdasis of devices sold to or lost by
our customers. The increase for the three monttiscedune 30, 2005 was due primarily to an incremee numbe
of device transactions due to the Metrocall merger.

Service, Rental and Maintenanc&ervice, rental and maintenance expenses cqmsisrily of the following
significant items:

Three Months Ended June 30,

2004 2005 Change Betweer
% of % of 2004 and 2005
Amount  Revenue Amount  Revenue Amount %
(Dollars in thousands)
Lease payments for transmitter locatis $19,49( 16.€% $32,067 20.L% $12,577 64.5%
Telecommunications related expen 6,86¢ 5.¢ 11,82 7.5 4,958 72.2
Payroll and related expens 6,147 5.3 7,60( 4.8 1,45: 23.€
Other (restatec 4,23€ 3.7 4,61¢ 2.8 38C 9.C
Total $36,73¢ 31.7% $56,10¢ 35.6% $19,36F 52.7%

As illustrated in the table above, service, reatal maintenance expenses increased $19.4 milli6@.@f6
from 2004. The percentage of these costs to regesige increased, primarily due to the acquisitibthe Metrocal
one-way and two-way networks that resulted in iasegl lease and telecommunications-related expenses.

Following is a discussion of each significant itésted above:

* Lease payments for transmitter locatic— The increase in lease payments for transmittgations consists
of an increase of $12.6 million primarily due te thletrocall one-way and two-way networks. As diseds
earlier, we have begun to deconstruct one of oarwiay networks and to rationalize our one-way nekso
However, lease payments are subject to underhyliigations contained in each lease agreement, séme
which do not allow immediate savings when our equgpt is removed. Further, leases may consist of
payments for multiple sets of transmitters, antestnactures or network infrastructures on a paldicsite. In
some cases, we remove only a portion of the equipimenhich the lease payment relates. Under these
circumstances, reduction of future rent paymentdten subject to negotiation and our successpgnident o
many factors, including the number of other sitesl@ase from the lessor, the amount and location of
equipment remaining at the site and the remairéng ©f the lease. Therefore, lease payments fosinéter
locations are generally fixed in the short ternd as a result, to date, we have not been ablalteesthese
payments at the same rate as the rate of declimeit®iin service and revenues, resulting in aneiase in
these expenses as a percentage of revenues. lagasents in 2005 include $0.2 million for lease tiexation
penalties associated with the deconstruction obog-way and tw-way networks

» Telecommunications related expensesThe increase in telecommunications expensesatefl an increase
of $5.0 million resulting from the Metrocall merg&/e have also begun the process to reduce thetea®
we consolidate and rationalize our one-way andwag-networks. Reductions in these expenses shaglar o
as our networks are consolidated throughout 2

« Payroll and related expens — Payroll consists largely of field technicianslaheir managers. This
functional work group does not vary as closelyiteat units in service as other work groups simzsé
individuals are a function of the number of netwsovke operate rather than the number of units Wiceon
our networks. Payroll for this category increasgdb$nillion, primarily due to an increase in empey
resulting from the Metrocall merge

» Other — Other includes a decrease of $0.2 million in2&86d $0.1 million in 2005 due to a gain on
deconstructing transmitters at a cost less thaestimated prior value of the related asset retir@mbligatiol
liability.
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Selling and Marketing. Selling and marketing expenses consist primafilyayroll and related expenses.
Selling and marketing payroll and related expeisa®ased $2.4 million or 27.4% over 2004. Thiséase was di
primarily to an increase in the number of salesaggntatives and sales management which resuttedtfre
Metrocall merger.

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

Three Months Ended June 30,

2004 2005 Change Between
% of % of 2004 and 2005
Amount  Revenue Amount  Revenue Amount %
(Dollars in thousands)
Payroll and related expens $13,65¢ 11.8% $17,92¢ 11.4% $ 4,267 31.2%
Bad deb 292 0.3 963 0.€ 671 229.t
Facility expense 3,35( 2.8 5,28¢ 3.4 1,93t 57.€
Telecommunication 1,70z 1.t 2,41¢ 1.t 714 42.C
Outside service 2,771 24 7,98¢ 5.1 5,217 188.c
Taxes and permits (restate 3,071 2.7 4,85¢ 3.1 1,77¢  57.t
Other 4,29¢ 3.7 7,05 4.5 2,75¢€ 64.1
Total $29,15( 25.2% $46,49: 29.5% $17,34: 59.5%

As illustrated in the table above, general and adstrative expenses increased $17.3 million froenthiree-
month period ended June 30, 2004 due to the irriusi Metrocall operations. The percentages ofeleegenses 1
revenue also increased, primarily due to the faihow

« Payroll and related expens — Payroll and related expenses include employeesstomer service,
inventory, collections, finance and other backagfffunctions as well as executive management. \Weizate
staffing reductions over the next several quaitec®njunction with the merger integration as wasalidate
billing systems, customer service, and other -office functions.

» Bad deb'— The increase in bad debt expenses reflectedcaease of $0.7 million due to higher levels of
overall accounts receivable of the combined opamat

» Telecommunications— The increase in telecommunications expensectsftbe inclusion of Metrocall
operations

* Outside Services— Outside services consists primarily of cost®eistéed with printing and mailing invoices,
outsourced customer service, temporary help ariduaprofessional fees. The increase in 2005 was du
primarily to higher temporary help and professidiegls due to integration related activiti

» Taxes and Permits— Taxes and permits consist mainly of propertgnéhise and gross receipts taxes. The
increase in taxes and permits consists primarilgroincrease resulting from the inclusion of Mealbc
operations. The increase in taxes and permits epas a percentage of revenue was due primargjsoss
receipts taxes enacted in several jurisdictiorZ0iod.

 Other expenses— Other expenses consist primarily of postageexuiess mail costs associated with the
shipping and receipt of messaging devices of $1l&m repairs and maintenance associated withmater
hardware and software of $1.2 million and insurasfcgl.2 million which increased primarily due et
merger with Metrocall

Depreciation, Amortization and AccretiorDepreciation, amortization and accretion expeirsggased to
$35.2 million (restated) for the three month permodied June 30, 2005 from $28.3 million (restated)he same
period in 2004. This increase was due primarilgdepreciation, amortization and accretion expengbhefangible
and intangible assets acquired from Metrocall, k.3 million, offset by $3.5 million decrease refhto assets
becoming fully depreciated. The remaining increafs®0.2 million resulted from additional accretierpense on
asset retirement obligation liabilities.
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Stock Based Compensatiorstock based compensation consists primarily afrimation of compensation
expense associated with common stock and optisnsdsto certain members of management. USA Mohikiss
the fair-value based method of accounting for steeéed compensation. Stock based compensatiorededr®
$0.6 million for the three month period ended J88e2005 from $1.9 million for the same period 002. The
change is attributable to the outstanding optiested in May 2005, offset by the grant of 103,9%rss of
restricted common stock to eligible employees areJi, 2005.

Severance and Restructuringseverance increased to $9.9 million for the timeath period ended June 30,
2005 from $0.6 million for the same period in 200#e expense for the three month period primagfresents the
severance charge for the reductions in headcowntalthe reorganization plan to adjust managentanttsre and
consolidated sales divisions.

Interest Expense.Net interest expense decreased to $0.5 millioithi® three month period ended June 30,
2005 from $1.7 million for the same period in 2004is decrease was due to the repayment of Ar@?6 dotes on
May 28, 2004, partially offset by $0.7 million ofense associated with the $140.0 million of debtiired to
partially fund the cash election to former Metréshlareholders in accordance with the terms ohteeger
agreement.

Income Tax ExpenseFor the three month periods ended June 30, 2002605, the income tax provisions
were $1.7 million and a benefit of $0.06 millioespectively. The income tax provision includes agfi¢ from the
current period loss before income tax expense aratpistment to the value of deferred tax asset¢da@a change
a state tax law. We anticipate recognition of psmns for income taxes to be required for the feeable future.

Comparison of the Results of Operations for the $bonths Ended June 30, 2004 and 2005

Six Months Ended June 30,

2004 2005 Change Between
% of %of _2004and 2005
Amount Revenue¢ Amount Revenue Amount %
(Dollars in thousands)
Revenues
Service, rental and maintenar $230,72( 96.2% $310,63! 96.1% $79,91: 34.€%
Product sale 8,73¢ 3.€ 12,58: 3.9 3,84t 44.C

$239,45t¢ 10C% $323,21: 10C% $83,75¢

Selected operating expens

Cost of products sol 1,79¢ 0.7 2,20¢ 0.7 414 23.1
Service, rental and maintenar 75,52¢ 31.t 112,45 34.¢ 36,92¢ 48.€
Selling and marketin 17,82t 7.4 21,55¢ 6.7 3,73 20.€
General and administrative (restat 60,45¢ 25.2 94,91¢ 29.4 34,46 57.C

$155,60: 65.0% $231,14: 71.5% $75,53¢
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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. The increase in revenues in each revgpess the
result of including revenues of Metrocall durindd80as compared to Arch only during 2004.

Six Months Ended
June 30,
2004 2005
(Dollars in thousands)

Service, rental and maintenance reven

Paging:
Direct:
One-way messagin $172,70:  $221,65:
Two-way messagin 42,68¢ 57,15¢
$215,39: $278,81.
Indirect:
One-way messagin $ 13,728 $ 21,26(
Two-way messagin 1,014 4,91¢
$ 1474. $ 26,17¢
Total Paging
One-way messagin $186,43. $242,91.
Two-way messagin 43,70: 62,07
$230,13!  $304,98
Non-Paging revenu 58t 5,64¢
Total service, rental and maintenance revel $230,72(  $310,63:

The table below sets forth units in service angiserevenues, the changes in each between timeaikhs
ended June 30, 2004 and 2005 and the change inuewassociated with differences in the number d@sum
service and the average revenue per unit, knowiR#sJ.

Units in Service Revenues
As of June 30, Six Months Ended June 30, Change Due to:
2004 2005 Change 2004(a) 2005(a) Change ARPU Units
(Units in thousands) (Dollars in thousands)
One-way messagin 3,69¢ 4,87¢ 1,177 $186,43. $242,91: $56,48. $ (9,600) $66,08:
Two-way messagin 27C 47z 20z 43,700  62,07¢ 18,37( (3,344 21,71«
Total 3,96¢ 5,34¢ 1,37¢ $230,13! $304,98° $74,85: $(12,94) $87,79:

(&) Amounts shown exclude n-paging revenue:!

As previously discussed, demand for messaginga@\ias declined over the past several years and we
anticipate that it will continue to decline for tfr@eseeable future, in line with recent trendsiclwtwould result in
reductions in service revenue due to the lower rermbsubscribers.

Operating Expenses

Cost of Products Sold.Cost of products sold consists primarily of tlestdasis of devices sold to or lost by
our customers. The increase for the six monthsaddee 30, 2005 was due primarily to an increaseemumber
of device transactions due to the Metrocall merger.
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Service, Rental and Maintenanc&ervice, rental and maintenance expenses cqmsisrily of the following
significant items:

Six Months Ended June 30,

2004 2005 Change Between
% of %of  _2004and 200
Amount  Revenug¢ Amount Revenu¢ Amount %
(Dollars in thousands)
Lease payments for transmitter locatit $40,10¢ 16.7% $ 65,10¢ 20.1% $25,00¢ 62.2%
Telecommunications related expen 16,39¢ 6.8 22,10" 6.S 570¢ 34.¢
Payroll and related expens 12,80¢ 5.3 16,51¢ 5.1 3,711 29.C
Other (restatec 6,222 2.€ 8,72¢ 2.7 2,504 40.2
Total $75,52¢ 31.5% $112,45 34.6% $36,92¢ 48.9%

As illustrated in the table above, service, reatal maintenance expenses increased $36.9 millid8.686
from 2004. The percentage of these costs to regesige increased, primarily due to the acquisitibthe Metrocal
one-way and two-way networks that resulted in iasegl lease and telecommunications related expenses.

Following is a discussion of each significant itksted above:

Lease payments for transmitter locatic— The increase in lease payments for transmitteations consists
of an increase of $25.0 million primarily due te thMetrocall one-way and two-way networks. As diseas
earlier, we have begun to deconstruct one of oarway networks and to rationalize our one-way nekso
However, lease payments are subject to underlyligations contained in each lease agreement, séme
which do not allow for immediate savings when oguipment is removed. Further, leases may consist of
payments for multiple sets of transmitters, antestnactures or network infrastructures on a paldicsite. In
some cases, we remove only a portion of the equipimenhich the lease payment relates. Under these
circumstances, reduction of future rent paymentdten subject to negotiation and our successpgnident o
many factors, including the number of other siteslease from the lessor, the amount and location of
equipment remaining at the site and the remairéng ©f the lease. Therefore, lease payments fosinéter
locations are generally fixed in the short ternd as a result, to date, we have not been ablalteesthese
payments at the same rate as the rate of declimeitsiin service and revenues, resulting in anciase in
these expenses as a percentage of revenues. lagasents in 2005 include $0.2 million for lease texation
penalties associated with the deconstruction obog-way and tw-way networks

Telecommunications related expensesThe increase in telecommunications expensesatef an increase
of $5.7 million resulting from the Metrocall mergeet of $1.5 million benefit that was recordedhasductio
to telecommunications expense due to settlemeatrodming agreement. We have also begun the prtxess
reduce these costs as we consolidate and ratier@lizone-way and two-way networks. Reductionfi@sée
expenses should occur as our networks are consadidlaroughout 200"

Payroll and related expens — Payroll consists largely of field technicianglaheir managers. This
functional work group does not vary as closelyitea units in service as other work groups simasé
individuals are a function of the number of netwsovke operate rather than the number of units Wiceon
our networks. Payroll for this category increas8d/$nillion, primarily due to an increase in emygeg
resulting from the merger with Metroce

» Other — Other includes a decrease of $0.3 million in286d $0.1 million in 2005 due to a gain on
deconstructing transmitters at a cost less thaedtimated fair value of the related asset retirgroest
obligation.

Selling and Marketing. Selling and marketing expenses consist primafilyayroll and related expenses.
Selling and marketing payroll and related expeisa®ased $3.7 million or 20.9% over 2004. Thiséase was
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due primarily to an increase in the number of sedgesesentatives and sales management which reédrdra the
merger with Metrocall.
General and Administrative.General and administrative expenses consisteofafowing significant items:

Six Months Ended June 30,

2004 2005 Change Between
% of % of __2004 and 2005
Amount  Revenug¢ Amount  Revenug¢ Amount %
(Dollars in thousands)
Payroll and related expens $28,09¢ 11.7% $36,60: 11.59% $ 8,50¢ 30.2%
Bad debt 811 0.3 2,49( 0.8 1,67¢ 207.C
Facility expense 6,97¢ 2.8 11,40( S 4,42¢  63.t
Telecommunication 3,31¢ 1.4 5,31« 1.€ 1,99¢ 60.2
Outside service 5,601 2.3 14,75¢ 4.€ 9,14¢ 163.2
Taxes and permits (restate 6,46¢ 2.7 10,16¢ 3.1 3,70C 57.z
Other 9,18¢ 3.8 14,19: 4.4 5,007 54.F
Total $60,45¢ 25.2% $94,91¢ 29.%% $34,46¢ 57.(%

As illustrated in the table above, general and aistrative expenses increased $34.5 million froengix mont|
period ended June 30, 2004 due to the inclusidviaifocall operations. The percentages of theseresqseto
revenue also increased, primarily due to the faihow

« Payroll and related expens — Payroll and related expenses include employeesstomer service,
inventory, collections, finance and other backagfffunctions as well as executive management. \Weizate
staffing reductions over the next several quaitec®njunction with the merger integration as wasalidate
billing systems, customer service, and other -office functions.

» Bad deb'— The increase in bad debt expenses reflectedcaeadse of $1.7 million due to higher levels of
overall accounts receivable of the combined opamat

» Telecommunications— The increase in telecommunications expensectsftbe inclusion of Metrocall
operations

* Outside Services— Outside services consists primarily of cost®eistéed with printing and mailing invoices,
outsourced customer service, temporary help ariduaprofessional fees. The increase in 2005 was du
primarily to higher temporary help and professidieals due to integration related activiti

» Taxes and Permits— Taxes and permits consist mainly of propertgnéhise and gross receipts taxes. The
increase in taxes and permits consists primarilgroincrease resulting from the inclusion of Mealbc
operations. The increase in taxes and permits eepas a percentage of revenue was due primargjsoss
receipts taxes enacted in several jurisdictiorZ0iod.

« Other expenses— Other expenses consist primarily of postageexuless mail costs associated with the
shipping and receipt of messaging devices of $3libm repairs and maintenance associated withmater
hardware and software of $2.9 million and insuraofc®2.4 million which increased primarily due et
merger with Metrocall

Depreciation, Amortization and AccretiorDepreciation, amortization and accretion expeirsggased to
$75.8 million (restated) for the six month periogtled June 30, 2005 from $54.7 million (restated}lie same
period in 2004. This increase was due primarilgepreciation and amortization expense of the tadagibd
intangible assets acquired from Metrocall, of $28illion, offset by a $1.3 million reduction in degiation for
assets becoming fully depreciated. The remainingease of $0.3 million resulted from additionalration expens
on asset retirement obligation liability.

Stock Based Compensatioristock based compensation consists primarily afrimation of compensation
expense associated with common stock and optisnsdsto certain members of management. USA Mohikiss
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the fair-value based method of accounting for steerked compensation. Stock based compensatioradedr&o
$2.0 million for the six month period ended June ZW5 from $4.2 million for the same period in 2&nce the
outstanding options vested in May 2005, offseth®ydrant of 103,937 shares of restricted commarkgtoeligible
employees on June 7, 2005.

Severance and Restructuringlhese costs were $4.3 million and $15.0 millionthe six month periods ended
June 30, 2004 and 2005, respectively and consigtariges resulting from staff reductions as the gamy
continued to match its employee levels to operatioaquirements.

Interest Expense.Net interest expense decreased to $1.7 milliothi six month period ended June 30, 2005
from $5.0 million for the same period in 2004. THexrease was due to the repayment of Arch’s 12%sran
May 28, 2004 partially offset by $2.1 million ofgense associated with the $140.0 million of debdired to
partially fund the cash election to former Metréshlareholders in accordance with the terms ohteeger
agreement.

Income Tax ExpenseThe provisions for the six month periods endeteJ80, 2004 and 2005 were
$4.9 million and 0.2 million, respectively. We amipiate recognition of provisions for income taxe®é required fc
the foreseeable future.

Liquidity and Capital Resources

Overview

Based on current and anticipated levels of opargfioe anticipate net cash provided by operatitigiaes,
together with the $42.6 million of cash on handwte 30, 2005, should be adequate to meet ouraiéd cash
requirements for the foreseeable future.

In the event that net cash provided by operatiniyiies and cash on hand are not sufficient to nfieteire cast
requirements, we may be required to reduce planapital expenditures, sell assets or seek additfarancing. We
can provide no assurance that reductions in planapitial expenditures or proceeds from asset saletd be
sufficient to cover shortfalls in available casttlat additional financing would be available ocegatable terms.

Our net cash flows from operating, investing, andricing activities for the periods indicated ie thble belo
were as follows (dollars in thousands):

Six Months Ended

June 30, Increase/

2004 2005 (Decrease

Net cash provided by operating activit $57,307 $69,16¢ $11,85)
Net cash used in investing activiti $ (6,410 $ (5,02¢0 $ (1,389
Net cash used in financing activiti $(63,117) $(68,490) $ 5,37¢
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Net Cash Provided by Operating Activitied\s discussed above, we are dependent on cash fiom
operating activities to meet our cash requiremeé@ash from operations varies depending on chamgearious
working capital items including deferred revenwes;ounts payable, accounts receivable, prepaichsgseand
various accrued expenses. The following table ohesuthe significant cash receipt and expenditungpoments of
our cash flows from operating activities for theipds indicated and sets forth the change betwseimticated
periods (dollars in thousands):

Six Months Ended

June 30, Increase/

2004 2005 (Decrease

Cash received from custome $241,01: $321,77¢ $ 80,76¢
Cash paid fo—

Payroll and related expens 70,12( 85,73: 15,61

Lease payments for tower locatic 45,97¢ 67,23t 21,25¢

Telecommunications expens 18,10¢ 24,857 6,752

Interest expens 6,69( 1,99¢ (4,699

Other operating expens 42,81 72,79t 29,98:

183,70t 252,61: 68,90¢

Net cash provided by operating activit $ 57,307 $ 69,16« $11,85]

Net cash provided by operating activities for thensonths ended June 30, 2005 increased $11.9miitom
the same period in 2004 due primarily to the folloyv

» Cash received from customers increased $80.8 milli2005 compared to the same period in 2004. This
measure consists of revenues and direct taxesl billeustomers adjusted for changes in accountsviae,
deferred revenue and tax withholding amounts. Tiheease was due primarily to revenue increases of
$83.8 million, as discussed earlier, and a lowamngie in accounts receivable, $2.1 million in 200 pared
to $6.4 million in 2004. The change in account&ieable was due to higher billings resulting frorarmunits
in service and higher revenue, which were a redutie merger with Metrocal

» Cash payments for payroll and related expensesased $15.6 million due primarily to higher payroll
expenses of $15.4 million, as discussed above$artimillion of higher payments for incentives arter
payroll amounts

* Lease payments for tower locations increased $2ill®n. This increase was due primarily to paynsefur a
greater number of tower locations resulting from therger with Metrocal

» Cash used for telecommunications related experditincreased $6.8 million in 2005 compared to #mes
period in 2004. This increase was due primarilfatiors presented above in the discussions ofcgrental
and maintenance expense and general and administeapenses

» The decrease in interest payments for the six nsoskded June 30, 2005 compared to the same parRiiDi
was due to the repayment of Arch’s 12% notes in R234. From June 2004 through November 16, 2004 we
had no long-term debt outstanding. On Novembe@64 we borrowed $140.0 million to partially fund a
portion of the cash election in conjunction witle tihherger. Prior to December 31, 2004, we repaid
$45.0 million of principal and subsequent to Decenti, 2004 and through June 30, 2005 we repaid
$68.5 million of principal. We anticipate repayitite remaining balance of the Ic-term debt in 200E

 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
increased balances of prepaid expenses and othhentassets, and higher payments for outsidecsraf
$9.7 million and taxes and permits of $4.1 milli

Net Cash Used In Investing Activitiedet cash used in investing activities in 2005rdased $1.4 million frol
the same period in 2004 due primarily to lower tmxpenditures. The merger of the two companiesiged
additional messaging devices allowing for reducapital expenditures. Our business requires funds to
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finance capital expenditures which primarily inadutthe purchase and repair of messaging devicegnsynd
transmission equipment and information systemsit@laaxpenditures for 2005 consisted primarily led purchase
of messaging devices and expenditures relatedmsrmission and information systems and other ecgipnoffset
by the net proceeds from the sale of other asEkesamount of capital we require in the future @épend on a
number of factors, including the number of existiudpscriber devices to be replaced, the numberoskg
placements, technological developments, total ceithyeeconditions and the nature and timing of etrategy to
integrate and consolidate our networks. We antieipar total capital expenditures for 2005 to beveen $12.0 to
$15.0 million.

Net Cash Used In Financing ActivitiedNet cash used in financing activities in 2005 é&ased $5.4 million
from the same period in 2004. In November 2004lissussed below, we borrowed $140.0 million prityao fund
a portion of the cash consideration related taMieérocall merger. Our use of cash in 2005 relatétharily to
principal repayments of those borrowings. In 2004 ,used $20.0 million of net cash provided by ofega
activities to redeem Arch’s 12% notes.

Borrowings. At March 31, 2005, we had aggregate principal @amof borrowings outstanding under our
credit agreement of $56.5 million. During the thmreenths ended June 30, 2005, we made additioniainzbt
principal prepayments of $24.1 million and a maodaprincipal prepayment of $5.9 million, reducitig
outstanding principal amount to $26.5 million aslohe 30, 2005. The following table describes aincpal
borrowings at June 30, 2005 and associated debtsaequirements.

Value Interest Maturity Date

$26.5 million London InterBank Offered Rate plus 250 basis pc November 16, 200

Subsequent to June 30, 2005 and through Augu§t0%, 2ve made a voluntary principal repayment of
$8.5 million, reducing outstanding borrowings t@8®¥Lmillion. We expect to make additional prepaytae debt
in the third quarter of 2005, including a mandatprincipal prepayment of approximately $3.0 millidae in
August 2005. We were in compliance with our finahciovenants at June 30, 2005.

Commitments and Contingencies

Operating Leases.USA Mobility has operating leases for office d@rahsmitter locations with lease terms
ranging from one month to approximately eighteearye(Total rent expense under operating leasebéasix
month period ending June 30, 2005 approximatedi$mdlion.)

Other Commitments.We have a commitment to fund annual cash flovicdsf if any, of GTES, LLC
(“GTES"), a company in which we have a majority @sship interest, of up to $1.5 million during timéial three-
year period following the investment date of Febyul, 2004. Funds may be provided to GTES in dmnfof
capital contributions or loans. No funding has besquired through June 30, 2005.

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 theduld arise if we
had engaged in such relationships.

Contingencies. USA Mobility, from time to time, is involved iralvsuits arising in the normal course of
business. USA Mobility believes that its pendingdaits will not have a material adverse effecttsrfinancial
position, results of operations, or cash flows.

Related Party Transactions

Effective November 16, 2004, two members of the Gany’s board of directors also serve as directars f
entities from which we lease transmission towassiDuring the six months ended June 30, 2005; timepany pai
$13.5 million and $1.7 million, respectively, teetle landlords for rent expenses. Each directordrased himself
from any discussions or decisions we make on nzatédating to the relevant vendor.
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Application of Critical Accounting Policies

The preceding discussions and analysis of finamciatlition and results of operations are baseduon o
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 evaluatmatgs and assumptions including, but not limitediose related
to the impairment of long-lived assets, allowanfcesioubtful accounts and service credits, revargegnition,
asset retirement obligations, restructuring ligieti and income taxes. We base our estimates toribéd experienc
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 oritbomsl

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-Q/A or presented disesvby
management from time to time.

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

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 keycfar in our
ability to be profitable and produce net cash ffoem monthly subscription fees and operations adizang
improvement in the rate of revenue erosion fronohisal levels. If no improvement is realized, iaynhave 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 #ame or at an
accelerated rate compared to the decline that weresnced on a pro forma basis assuming the Métroeager
occurred at the beginning of 2004, it could outpageability to reduce costs, and adversely affectability to
produce positive net cash flow from operations.

We may fail to successfully integrate the operatsoof Arch and Metrocall and therefore may not achiethe
anticipated cost benefits of the merger.

We face significant challenges in the integratibthe operations of Arch and Metrocall. Some oflteg 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 angjiiateg other
key redundant systems for the combined operations.

The integration of Arch and Metrocall requires gahsal attention from our management, particulamiiight
of the companies’ geographically dispersed opanatidifferent business cultures and compensatioststes. The
diversion of our management’s attention and anfjcdities associated with integrating operationalddave a
material adverse effect on our revenues, levekpénses and results of operations. We may not sddoghe final
system and operations integration efforts that meestriving to achieve without incurring substahdidditional costs
or achieve the integration efforts within a reads@dime and thus may not realize the anticipatesd benefits of tr
merger.

We may fail to achieve the cost savings expectedhfthe merger.

The anticipated cost savings resulting from thegaeare based on a number of assumptions, including
implementation of cost saving programs such asdwad reductions, consolidation of geographicaipdrsed
operations and elimination of duplicative admiraiire systems and processes within a projectedghen addition
the cost savings estimates assume that we wilblgeta realize efficiencies such as leverage icpriog messaging
devices and other goods and services resulting fhenmcreased size of the combined Company. Feaitur
successfully implement cost saving programs orratise realize efficiencies could materially advéyssfect our
cash flows, our results of operations and, ultilyatbe value of our common stock.
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If we are unable to retain key management personmneé might not be able to find suitable replacemeon a
timely basis or at all and our business could berdipted.

Our success will depend, to a significant exteptruthe continued service of a relatively smallugrof key
executive and management personnel. We have arogmeht agreement with our president and chief etkexu
officer. Our board of directors has implementedragtterm incentive plan for senior managementzinigj the
equity incentive program approved by our sharehslfeconnection with our merger. We have issustticted
stock to our key executives that vests on Janua29@8. The loss or unavailability of one or mof@wr executive
officers or the inability to attract or retain keynployees in the future could have a material astveffect on our
future operating results, financial position andicélows.

We may be unable to find vendors willing to supply with paging equipment based on future demands.

We purchase paging equipment from third party venidbhis equipment is sold or leased to our custerime
order to provide our wireless messaging serviche.r&duction in industry demand for paging equipnhes cause
various suppliers to cease manufacturing this egeid. We believe that our current multiple venddationships,
our current on-hand inventories of paging equipna@t our repair and maintenance programs will enaor
adequate supply of paging equipment for the fordsdeeguture; however, we are unable to predidtéféxisting
third party vendors will continue to supply pagieguipment. A lack of paging equipment could impaat ability tc
provide certain wireless messaging services antticoaterially adversely affect our cash flows, tesaf
operations, and ultimately, the value of our comrstartk.

Future changes in ownership of our stock could pent us from using our consolidated tax assets ttsef
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”, astiran is defined in Section 382 of the InternaV&wmue
Code, our use of our tax assets would be signifigaestricted, which would reduce our after-taxx ileome and
cash flow. This in turn could reduce our abilityftmd 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 measuremeihefshift 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 mboaipstock
at any time during the testing period over the lsweercentage of stock owned by each such shaestailding the
testing period. The testing period generally isghier three years, but begins no earlier than Bagy2002, the day
after Arch emerged from bankruptcy.

As of June 30, 2005, we have undergone a combimediative change in ownership of approximately
40%.The determination of our percentage ownerdhgmge is dependent on provisions of the tax lawate
subject to varying interpretations and on facts &éna not precisely determinable by us at this tiliteerefore, our
cumulative shift in ownership may be more or léstapproximately 40% and, in any event, may irserdsy
reason of subsequent transactions in our stockdokisolders who own 5% or more of our stock andaterther
transactions affecting the direct or indirect ovatdp of stock.

There are transfer restrictions available to usunAmended and Restated Certificate of Incorponaivhich
permit us to restrict transfers by or to any 5%rshalder of our common stock or any transfer thatild cause a
person or group of persons to become a 5% shamxholdur common stock. We intend to enforce thestictions
in order to preserve our tax assets, and sucheaf@nt by us may result in less liquidity for oanenon stock
and/or depress the market price for our shares.
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We have material weaknesses in internal control ofirancial reporting and can provide no assurandkat
additional material weaknesses will not be idergifiin 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 thatesited
USA Mobility’s financial statements for the perioelsded December 31, 2002, 2003, 2004 and 2005hariit 4t
three quarters of the years ended December 31, 2802005. See “ltem 4. Controls and Procedures.”

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 &emices; over
the completeness and accuracy of transactionalhaodhe taxes over the completeness and accurasgpoéciatior
expense and accumulated depreciation and oveothpleteness, accuracy and valuation of assetmeginecosts,
obligation liabilities and the related depreciatiamortization and accretion expense.

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 implntation, could result in additional material weedses, cause
the Company to fail to meet its periodic reportaigigations 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 2i@2the rules promulgated under Section 404. Xistemce of
a material weakness could result in errors in maricial statements that could result in a restatenof financial
statements.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

At June 30, 2005, our debt financing consisted arily of amounts outstanding under our credit facil

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 lendeéBsrrowings under our credit facility are sengtto changes in
interest rates. Given the existing level of deb$26.5 million, as of June 30, 2005} /2% change in the weighted-
average interest rate would have an interest impfaagpproximately $11,000 each month.

Principal Balance Fair Value Weighted-Average Cash Interest Rate Scheduled Maturity
$  26.5 millior $26.5 millior 5.2% November 200

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clgécutive Officer and Chief Financial Officer, &vated
the effectiveness of our disclosure controls amt@dures pursuant to Rule 13a-15(b) under the Bieswand
Exchange Act of 1934, as amended, as of the etitkqieriod covered by this quarterly report.

Management had previously concluded the Compangdasure controls and procedures were effectivef as
June 30, 2005. However, in connection with theatestent of the Company’s 2003 and 2004 annualrgedm
consolidated financial statements as fully descrineNote 1 of the 10-Q/A, management determined! tte
material weaknesses described below existed amef30, 2005. Accordingly, our Chief Executive ©4fi and
Chief Financial Officer have now concluded our ttisare controls and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) under the SecuBtiebange Act of 1934, as amended) were not effecetssof
June 30, 2005 to that the information requiredet@isclosed by us in the reports we file or sunmder the
Exchange Act of 1934 is recorded, processed, suinethand reported within the time periods specifiétthin the
SEC'’s rules and forms and that such informaticcsumulated and communicated to our managemehiding
our Chief Executive Officer and Chief Financial i0#fr, as appropriate, to allow timely decisionsareling required
disclosure.
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Notwithstanding the material weaknesses descrileémi\h management believes the condensed consalidate
financial statements included in this Quarterly &¢pn Form 10-Q/A fairly present in all materiabpects our
financial condition, results of operations and cislvs for all periods presented.

A material weakness is a control deficiency, or boration of control deficiencies, that results ion@than a
remote likelihood, that a material misstatemerthefannual or interim quarterly financial statensesill not be
prevented or detected.

As a result of this evaluation, management idexdithe following material weaknesses in our intecoatrol
over financial reporting. Specifically, managememtcluded as of June 30, 2005:

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 relateferred
income taxes and to monitor the differences betwkerincome tax basis and the financial reportiagivof assets
and liabilities to effectively reconcile the defedrincome tax balances; the Company lacked effectwitrols to
accurately determine the effective overall incomerate to use in tax provision computations; thenfany lacked
effective controls to appropriately analyze, reviemd 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 for2@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 paidgitatand goodwill accounts. Additionally, this ¢ool 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 deficiarmnstitutes 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 cometeccurately 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 éive completeness and accuracy of depreciation
expense and accumulated depreciatidBpecifically, the Company lacked effective colstito ensure the:
(i) application of the appropriate useful lives éartain 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 finarst@tements to
correct depreciation expense and accumulated dapioecbalances. Additionally, this control defie@ could
result in a misstatement of the aforementioned @utsothat would result in a material misstatemerthé annual or
interim consolidated financial statements that wWodt be prevented or detected. Accordingly, manmasge
determined that this control deficiency constitiaenaterial weakness.

4. The Company did not maintain effective controlg éve completeness, accuracy and valuation of asset
retirement cost, asset retirement obligation areltblated depreciation, amortization and accretéxpense.
Specifically, the Company did not maintain effeetcontrols to ensure that the asset retiremesitaned asset
retirement obligation were calculated utilizing fiag value of costs to deconstruct network assetaccordance
with generally accepted accounting principles. Toenpany also lacked effective controls to conststepply theit
expectations of the usage of assets for recordipgettiation expense with the estimates of tranemitt
deconstructions for the asset retirement obligafidnis control deficiency resulted in the restatatrod the
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Company’s consolidated financial statements for22@003 and 2004, each of the first three interariqals in 2004
and 2005 and audit adjustments to the Company’s fifiincial statements to correct the asset re@rdroost and
asset retirement obligation and the related deptieoi, amortization and accretion expense. Adddilyn this
control deficiency could result in a misstatemeithe aforementioned accounts that would resudt material
misstatement to the annual or interim consolidéitexhcial statements that would not be preventededected.
Accordingly, management determined that this comteficiency constitutes a material weakness.

Changes in Internal Control Over Financial Reportm

We will be converting the Arch site and office remhnagement system to the site and office rent geanant
system of our Metrocall subsidiary in the third geaof 2005.

In connection with our efforts to integrate Metrib@ato our operations and in order to remediate above
control deficiencies at our Metrocall subsidiatye following is the current status of our actiom¢hie second
quarter of 2005.

(1) With respect to staffing, we have continue@ngage an outside search firm to assist in fintheg
required talent to meet our staffing requiremeAfgproximately 50% of our open positions have bekedf
The Company expects to fill the remainder of thesstions by year-end. We have also continued trmge
outside consultants to supplement our existing stafl full-time staff can be hired. Outside coltants are
also assisting us in reconciling, billing, collegtiand paying certain transactional taxes anddeesl to local
and state jurisdictions. Engaged a third-party wend provide on-going internal audit services.

(2) With respect to the financial closing and rejmgr processes and controls, we have establishexdhiyo
review procedures with operating and finance mamagg to ensure effective communication.
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PART Il. OTHER INFORMATION

ltem 1. Legal Proceeding:

As previously disclosed, on November 10, 2004 alioemer Arch senior executives (the “Former Exaag’)
filed a Notice of Claim before the JAMS/Endisputbitiation forum in Boston, Massachusetts, assgttiey were
terminated from their employment by Arch pursuanat‘change in control” as defined in their respecExecutive
Employment Agreements (the “Claims”). On May 9, 20the Former Executives agreed to dismiss ther@lavith
prejudice against all parties in exchange for Hesaent payment of $4.3 million.

USA Mobility was named as a defendant, along witbhA Metrocall and Metrocall's former board of diters,
in two lawsuits filed in the Court of Chancery hétState of Delaware, New Castle County, on Jun@@® and
July 28, 2004. We and the other defendants entated settlement agreement with the plaintiffsatthivas
approved by the court on May 18, 2005 and the wasedismissed.

USA Mobility, from time to time is involved in lawsts arising in the normal course of business. \&leehe
that our pending lawsuits will not have a mateaidVerse effect on its financial position, resuftsgerations, or
cash flows.

Item 2. Changes in Securities, Use of Proceeds and IssuarcRases of Equity Securitie

None.

Iltem 3. Defaults upon Senior Securitie

None.

Item 4. Submission of Matters to a Vote of Security Holde¢

On May 18, 2005, the Company held its annual mgetfrstockholders. A total of 25,619,243 sharesewer
represented in person or by proxy at the meetimge Nirectors were elected to hold office until tiext annual
meeting of stockholders and until their respecsivecessors have been elected or appointed. THesrekthe
election were as follows:

In Favor Against Abstain
David Abrams 24,421,36 1,197,88; —
James V. Continen: 25,593,43 25,81( —
Nicholas A. Gallopc 25,163,07 456,16¢ —
Vincent D. Kelly 25,586,28 32,95¢ —
Brian C' Reilly 25,593,51 25,72t —
Matthew Oristanc 25,542,79 76,44¢ —
William E. Redmond, Jr.(1 25,592,94 26,29’ —
Samme L. Thompsao 25,165,10 454,13: —
Royce Yudkoft 25,541,88 77,35¢ —

(1) Mr. Redmond subsequently resigned his positionrastdr effective June 6, 2005, having acceptedsition
as Chief Executive Officer of another public companan unrelated industry and decided to cut lachis
Board service

Item 5. Other Information

None.

Iltem 6. Exhibits

The exhibits listed in the accompanying Exhibitdrdare filed as part of this Quarterly Report on
Form 10-Q/A and such Exhibit Index is incorporaltedein by reference.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly caussd¢port
to be signed on its behalf by the undersigned theiceduly authorized.

USA MOBILITY, INC.

/sl Thomas L. Schilling

Thomas L. Schilling
Chief Financial Officer

Dated: May 24, 2006
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EXHIBIT INDEX

Exhibit No. Description

10.1C Offer Letter, dated May 6, 2005, between USA Mapjlinc. and Scott Tollefsen, filed herewith.
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pursuant to Section 302 of the Sarbi-Oxley Act of 2002, dated May 24, 20

32.1* Certificate of the Chief Executive Officer pursuémtiRule 13a-14(b) or Rule 15d-14(b) and 18 U.S.C.
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2006

* Filed herewitr

(1) Incorporated by reference to USA Mobi’s Quarterly Report oForm 1(-Q originally filed on August 9, 200
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Exhibit 31.1

CERTIFICATIONS

[, Vincent D. Kelly, certify that:
1. I have reviewed this Quarterly Report on Forr-Q/A of USA Mobility, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgittde 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

3. Based on my knowledge, the financial statements$ agéimer 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

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld 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 hav

a) Designed such disclosure controls and pruaesdor 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 finahm@gorting, 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 registsadisclosure controls and procedures and presentad report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in #hgistrant’s internal control over financial repogdithat 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; a

5. 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 materialak@esses 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, thatotwes 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 31.2

CERTIFICATIONS

I, Thomas L. Schilling, certify that:
1. I have reviewed this Quarterly Report on Forr-Q/A of USA Mobility, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgittde 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

3. Based on my knowledge, the financial statements$ agéimer 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

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld 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 hav

a) Designed such disclosure controls and pruaesdor 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 finahm@gorting, 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 registsadisclosure controls and procedures and presentad report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in #hgistrant’s internal control over financial repogdithat 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; a

5. 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 materialak@esses 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, thatotwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Dated: May 24, 200 /sl Thomas L. Schilling

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

In connection with the quarterly report on iRdt0-Q/A of USA Mobility, Inc. (the “Company”) fahe period ended June 30, 2005 as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), the undersigned, Vind@nKelly, President and Chief
Executive Officer of the Company, hereby certifiggtsuant to 18 U.S.C. Section 1350, that:

(1) the Report fully complies with the requirents of Section 13(a) or 15(d) of the SecuritiegsHange Act of 1934; and

(2) the information contained in the Repoitlygpresents, in all material respects, the finahcondition and results of operations of the
Company.
Dated: May 24, 200¢ /sl Vincent D. Kelly

Vincent D. Kelly
President and Chief Executive Offic







Exhibit 32.2

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

In connection with the quarterly report on iRdt0-Q/A of USA Mobility, Inc. (the “Company”) fahe period ended June 30, 2005 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Reporthe undersigned, Thomas L. Schilling, Chief Finah€ifficer
of the Company, hereby certifies, pursuant to 18.0. Section 1350, that:

(1) the Report fully complies with the requirents of Section 13(a) or 15(d) of the SecuritiesHange Act of 1934; and
(2) the information contained in the Repoitlygpresents, in all material respects, the finahcondition and results of operations of the
Company.

Dated: May 24, 200¢ /s/ Thomas L. Schilling

Thomas L. Schilling
Chief Financial Officel




