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Forward-Looking Statements

This annual report contains forward-looking stateteend information relating to USA Mobility, Inand its
subsidiaries that are based on management’s bakefgll as assumptions made by and informatiorently
available to management. These statements are puiasigant to the safe harbor provisions of the Bei&ecurities
Litigation Reform Act of 1995. Statements that predictive in nature, that depend upon or refdutore events or
conditions, or that include words such as “anti@pd'believe”, “estimate”, “expect”, “intend” ansimilar
expressions, as they relate to USA Mobility omiianagement are forward-looking statements. Althabhgke
statements are based upon assumptions managemsitazs reasonable, they are subject to certdis, ris
uncertainties and assumptions, including but moitdéid to those factors set forth below under thioas
“Business”, “Risk Factors” and “Management’s Dissios and Analysis of Financial Condition and Resoft
Operations”. Should one or more of these risksnoettainties materialize, or should underlying agstions prove
incorrect, actual results or outcomes may vary rigdhg from those described herein as anticipabedieved,
estimated, expected or intended. Investors aréoread not to place undue reliance on these ford@oking
statements, which speak only as of their respedites. The Company undertakes no obligation tatgpokr revise
any forward-looking statements. All subsequenttemitor oral forward-looking statements attributatioléJSA
Mobility or to persons acting on the Company’s Beaee expressly qualified in their entirety by ttiscussion
under Item 1A “Risk Factors”.
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PART I

ITEM 1. BUSINESS

General

USA Mobility, Inc., a Delaware corporation (“USA Miity,” the “Company” or “we”),is a leading provider
local, regional and nationwide one-way messagirtjtao-way messaging services. Through its nationwidelese
networks, the Company provides messaging servicesdr 1,000 U.S. cities, including the top 100n8&xd
Metropolitan Statistical Areas (“SMSASs"). At Deceari81, 2005, the Company had approximately 4.4anithnd
0.5 million one and two-way messaging units in Eeryrespectively.

The Company’s principal office is located at 66 4@Hnond Highway, Alexandria, Virginia 22306, ansl it
telephone number is 866-662-3049. USA Mobility'sehmet address isww.usamobility.conThe Company makes
available free of charge through the web sitentsual, quarterly and current reports, and any ammemds to those
reports filed or furnished pursuant to Section 18al5(d) of the Securities Exchange Act of 193&lsoon as
reasonably practicable after such reports are fitefdirnished to the Securities and Exchange Cosions The
information on the web site is not incorporatedéfgrence into this Annual Report on Form 1@ should not k
considered a part of this report.

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

USA Mobility is a holding company that was formed March 5, 2004 to effect the merger of Arch Wissle
Inc. and subsidiaries (“Arch”) and Metrocall Hold® Inc. and subsidiaries (“Metrocall”), which oomd on
November 16, 2004. Prior to the merger, USA Mopitiad conducted no operations other than thosdentél to it
formation. Upon consummation of the merger exchafggener Arch and Metrocall common shareholdersl hel
approximately 72.5% and 27.5%, respectively, of UBdbility’s common stock on a diluted basis.

The merger was accounted for under the purchaseocheff accounting pursuant to Statement of Findncia
Accounting Standards (“SFAS”) No. 14Business Combinationg“SFAS No. 141"). Arch was deemed to be the
accounting acquirer of Metrocall. Accordingly, thasis of Arch’s assets and liabilities as of thguésition date are
reflected in the balance sheet of USA Mobilitytegit historical basis. Amounts allocated to Mettbsassets and
liabilities were based upon the total purchaseepsied the estimated fair values of such assettiabilities. Since
Arch was deemed the acquiring entity, Achistorical financial results prior to the mergee presented throughc
this Form 10-K.

Industry Overview

The mobile wireless telecommunications industrysisis of multiple voice and data providers that pete
among one another, both directly and indirectly siabscribers. Messaging carriers like USA Mobiptpvide
customers with services such as numeric and alphanc messaging. Customers receive these messsginiges
through a small, handheld device. The device, oftéerred to as a pager, signals a subscriber whmassage is
received through a tone and/or vibration and digpthe incoming message on a small screen. Witkeniom
messaging services, the device displays numerisages, such as a telephone number. With alphanumeri
messaging services, the device displays numerimatekt messages.

Some messaging carriers also provide two-way mesgagrvices using devices that enable subscribers
respond to messages or create and send wireledsneesaages to other messaging devices, incluciggns,
personal digital assistants (“PDAs”) and persowahguters. These two-way messaging devices, offerree to as
two-way pagers, are similar to one-way devices gixtteat they have a small QWERTY keyboard that &zsab
subscribers to type messages which are sent to dévices as noted above. USA Mobility provides-imeay
messaging and other short messaging based seavidespplications using its narrowband personal conication
services networks.

Mobile telephone service, such as cellular anddivaad personal communication services (“PCS”) eesri
provide telephone voice services as well as wisahegssaging services that compete with USA Motslibpe and
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utilize a wireless handset through which they cakenand receive voice telephone calls. These htndse
commonly referred to as cellular or PCS telephamgsersonal data devices and are generally alsabtapf
receiving numeric, alphanumeric and e-mail messagesgell as information services, such as stockepjmews,
weather and sports updates, voice mail, persomagjreetings and message storage and retrieval.

Technological improvements in PCS telephones anfisPidcluding their interoperability with the users
electronic mail systems, declining prices, anddégree of similarity in messaging devices, covemgkbattery
life, have resulted in competitive messaging sewioontinuing to take market share from USA Mopgipaging
subscriber base.

Although the U.S. traditional paging industry hamtireds of licensed paging companies, the oveuatiber of
one and two-way messaging subscribers has beenidgchs the industry faces intense competitiomfro
“broadband”/voice wireless services and other fooinwireless message delivery. As a result demantlSA
Mobility’s one and two-way messaging services hedided over the past several years, and the Coyripelieves
that it will continue to decline for the foreseemhbiture. The decline in demand for messaging sesvnas largely
been attributable to competition from cellular dmdadband PCS carriers.

2006 Business Strategy

USA Mobility believes that one-way messaging ioateeffective, reliable means of delivering messaayed a
variety of other information rapidly over a wideoggaphic area directly to a mobile person. @@ messaging is
method to communicate at lower cost than currentwaly communication methods, such as cellular 208 P
telephones. For example, the messaging equipmerdietime required to transmit an average messaggs tess
than the equipment and airtime for cellular and P&&phones. Furthermore, one-way messaging deopaste
for longer periods due to superior battery liféeafexceeding one month on a single battery. Nunaerdl
alphanumeric subscribers generally pay a flat myrsthrvice fee. In addition, these messaging device
unobtrusive and mobile.

USA Mobility believes that the combination of Arahd Metrocall provided the Company with stronger
operating and financial results than either companyld have achieved separately, by reducing ovesats while
the Company’s revenue continues to decline secalbnti

The Company’s business objectives and operatiagesty for 2006 will focus on maximizing cash flows
provided by its operating activities through:

» Customer and revenue retenti
» Sales of new products and services;
» Continued cost efficiencie

Customer and Revenue Retentien USA Mobility’s customer and revenue retentiofoes focus on customer
service and sales efforts to existing and prospedttusiness, medical and government customersntRateefforts
are supported through the Compangational sales force and customer service masigded to provide support
customers based on their account size. The Compangtomer service representatives assist customers
managing their account activity. In addition, tlagldress customer inquiries from existing or po&mistomers. T
address the demands and expectations of its custpth8A Mobility provides customer service primgdlt a
national level with field customer service limiteda select group of customers. Despite this eniplasiscustomer
and revenue retention, the Company expects thatig®mers and revenue will continue to declingHer
foreseeable future, due to technological competifiom the mobile phone/PDA service providers &y ttontinue
to lower cost while adding functionality.

Sales of New Products and ServicesThe Company sells wireless phones, throughredéaand dealer
agreements with several carriers including Spriextsl Corporation and Cingular Wireless LLC, to stiibers that
require wireless services that are complimentaguis and/or exceed the capabilities of narrow HG&
messaging networks. These offerings partially offeeenue losses associated with subscriber erasidrenable tf
Company to satisfy customer demands for a broaheyer of wireless products and services. Howeves, th
represents a very small percentage of total revenue
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Continued Cost Efficiencies— Throughout 2006 USA Mobility expects to imprateunderlying cost
structure. These reductions will come from all arefioperations but most significantly from the Gamy’s
continuing network rationalization efforts that iags its lease and telecommunications expenses.

Paging and Messaging Services, Products and Operaitis

USA Mobility provides one and twaray wireless messaging services including inforarasiervices throughac
the United States and Puerto Rico. These servieesffered on a local, regional and nationwide $asnploying
digital networks that cover more than 90% of thet&thStates population.

The Company’s customers include businesses withoygs who need to be accessible to their offices o
customers, first responders who need to be acéessibmergencies, and third parties, such as other
telecommunications carriers and resellers thatipayCompany to use its networks. Customers indutnesses,
professionals, management personnel, medical peesdield sales personnel and service forces, neesntf the
construction industry and construction trades, estdte brokers and developers, sales and sengaaipations,
specialty trade organizations, manufacturing ozations and government agencies.

USA Mobility markets and distributes its servichsough a direct sales force and a small indirdessarce.

Direct. The direct sales force rents or sells productsraessaging services directly to customers ranigorg
small and medium-sized businesses to Fortune 10@panies, health care and related businesses ardhgoent
agencies. USA Mobility intends to continue to matikecommercial enterprises utilizing its direckesaforce as
these commercial enterprises have typically diseoted service at a lower rate than individual camess. As of
December 31, 2005, USA Mobility sales personnelewecated in approximately 100 offices in 34 statesughou
the United States. In addition, the Company maistaeveral corporate sales groups focused on ahbosiness
accounts; federal government accounts; advancedess services; systems sales applications; tetgiaued other
product offerings.

Indirect. Within the indirect channel the Company contradgth and invoices an intermediary for airtime
services. The intermediary or “reseller” in turnrkeds, sells, and provides customer service t@ttieuser.
Generally, there is no contractual relationship thésts between USA Mobility and the end subscrifbberefore,
operating costs per unit to provide these senacedower than those required in the direct distidn channel.
Indirect units in service typically have lower azge monthly revenue per unit than direct unitseivise. The rate
which subscribers disconnect service in the indidéstribution channel has been higher than the eaperienced
with direct customers and USA Mobility expects ttucontinue in the foreseeable future.

The following table sets forth units in serviceasated with the Company’s channels of distribution

As of December 31,

2003 (a) 2004 (b) 2005 (b)
Units % Units % Units %
(Units in thousands)
Direct 3,674 83% 5,00c 81% 4,18 86%
Indirect 765 17% 1,19¢ 19% 703 14%
Total 4,431 10(% 6,20: 100% 4,88¢ 10(%

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

Customers may subscribe to one or two-way messagingces for a monthly service fee which is gelhera
based upon the type of service provided, the g@bigarea covered, the number of devices providede
customer and the period of commitment. Voice npalsonalized greeting and equipment loss and/anterzénce
protection may be added to either one or two-wagsaging services, as applicable, for an additiovalthly fee.
Equipment loss protection allows subscribers wlagdedevices to limit their cost of replacement upss or
destruction of a messaging device. Maintenancecgare offered to subscribers who own their devic
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A subscriber to one-way messaging services magtsedeerage on a local, regional or nationwide d&sbest
meet their messaging needs. Local coverage genethilvs the subscriber to receive messages wittamall
geographic area, such as a city. Regional coveathm®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 ailier 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@loenpany’s one-way and two-way units in service at
specified dates:

As of December 31,

2003 (a) 2004 (b) 2005 (b)
Units % Units % Units %
(Units in thousands)
One-way messagin 4,147 93% 5,67¢ 91% 4,43¢ 91%
Two-way messagin 29C 7% _52¢ 9% 447 %
Total 4,43 10C% 6,20z 10C% 4.88¢ 10C%

(@ Includes on-way and tw-way messaging units in service of Ar
(b) Includes on-way and tw-way messaging units of Arch and Metroc

USA Mobility provides wireless messaging serviggsubscribers for a monthly fee, as described aldave
addition, subscribers either lease a messagingeléam the Company for an additional fixed montigg or they
own a device, having purchased it either from tbenany or from another vendor. USA Mobility alstisdevices
to resellers who lease or resell devices to thdissribers and then sell messaging services utjlitie Company’s
networks.

The following table summarizes the number of uimtservice owned by the Company, its subscribeds an
indirect customers at specified dates:

As of December 31,

2003 (a) 2004 (b) 2005 (b)
(Units in thousands)
Owned and lease 331 75% 4,758 T71% 3,76z T77%
Owned by subscribe 364 8%  24¢ 4% 421 9%
Owned by indirect customers or their subscril 765 17% 1,19¢ 19% 703 14%
Total 4,437 10(% 6,20z 10C% 4,88¢ 10(%

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

Messaging Networks and Licenses

USA Mobility holds licenses to operate on variorejiiencies in the 150 MHz, 450 MHz and 900 MHz Isand
The Company is licensed by the Federal Communicat@ommission (the “FCC”) to operate Commercial NMob
Radio Services (“CMRS”) messaging services. Thiesas$es are utilized to provide one-way and two-way
messaging services over the Company’s networks.

USA Mobility operates local, regional and nationeioine-way networks, which enable subscribers teivec
messages over a desired geographic area. The tpajbthe messaging traffic that is transmittectioe Company’s
150 MHz and 450 MHz frequency bands utilize thet@xffice Code Standardization Advisory Group (“POXZ)
messaging protocol. This technology is an olderlasd efficient air interface protocol due to slowansmission
speeds and minimal error correction. One-way netgvoperating in 900 MHz frequency bands predomigant
utilize the FLEX™ protocol developed by Motorola along with some BgBOCSAG traffic that is broadcast in 1
band as well. The FLEX protocol is a newer technology having the advantddenctioning at




Table of Contents

higher network speeds that increases the volumeesbages that can be transmitted over the netwsoslethas
having more robust error correction, which facitamessage delivery to a device with fewer tragsiom errors.

The Company’s two-way messaging networks utilizzReFLEX 25" protocol, also developed by Motorola.
ReFLEX 25™ promotes spectrum efficiency and high network capdy dividing coverage areas into zones and
sub-zones. Messages are directed to the zone @osigwhere the subscriber is located allowingstrae
frequency to be reused to carry different traffiother zones or sub-zones. As a result, the ReR2EX protocol
allows the two-way network to transmit substanyiatiore messages than a one-way network using éftber
POCSAG or FLEX™ protocols. The two-way network also provides fasuaed message delivery. The network
stores messages that could not be delivered twieedthat is out of coverage for any reason, andmnthe unit
returns to service, those messages are delivehedtwio-way messaging network operates under & §eeoses,
called narrowband PCS, which as noted above, u3&®x frequencies. These licenses require certaiinmim
five and ten-year build-out commitments establishgdhe FCC, which have been satisfied.

Although the capacities of the Company’s networks/\by market, USA Mobility has a significant amowof
excess capacity. The Company has implemented a@laanage network capacity and to improve oveetiivork
efficiency by consolidating subscribers onto fewegher capacity networks with increased transraisspeeds.
This plan is referred to as network rationalizatidetwork rationalization will result in fewer netwks and therefol
fewer transmitter locations, which the Companyéads will result in lower operating expenses.

Sources of Equipment

USA Mobility does not manufacture any of the megsgglevices its customers need to take advantage of
services or any of the network equipment it utdize provide messaging services. The Company does h
relationships with several vendors for new equipin@nd additionally, used equipment is availabléhmsecondary
market from various sources. The Company beliexesieg inventory, returns of devices from leasstomers that
cancel service and purchases from other availahieces of new and reconditioned devices will bdigeht to mee
expected device requirements for the foreseeahlesfu

The Company currently has network equipment thiag¢lieves will be sufficient to meet equipment
requirements for the foreseeable future.

Competition

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

USA Mobility competes by maintaining competitivegimg for its products and services, by providingdu
coverage options through high-quality, reliable saggng networks and by providing quality custonevise.
Direct competitors for USA Mobility’s messaging giees include Verizon Wireless Messaging, LLC (assdiary
of Verizon Wireless), American Messaging Service, | Skytel Corp. (a division of Verizon Communioas, Inc.)
and a variety of other regional and local provid@&ise products and services offered by the Compdstycompete
with a broad array of wireless messaging servicesiged by mobile telephone companies. This cortipathas
intensified as prices for these services have edliand these providers have incorporated megsagjability int
their mobile phone devices. Many of these compgmissess financial, technical and other resouneegay than
USA Mobility’s. Such providers currently competingth the Company in one or more markets includegGiar
Wireless LLC, Sprint Nextel Corporation, VerizonMless Inc., and T-Mobile USA, Inc.

While cellular, PCS and other mobile telephoneisessare, on average, more expensive than theraheve-
way messaging services the Company provides, sotfiertelephone service providers typically provade and
two-way messaging service as an element of theiclksrvice package. Most PCS and other mobile @lewrices
currently sold in the United States are capabkeofling and receiving one and tway messages. Most subscrit
that purchase these services no longer need torfiub$o a separate messaging service. As a resgtand two-
way messaging subscribers can readily switch toleel PCS and other mobile telephone services.dHueease in
prices and increase in capacity and functionabityctllular, PCS and other mobile telephone sesvice
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has led many subscribers to select combined vaideressaging services as an alternative to stane ahessaging
services.

Regulation
Federal Regulation

The FCC issues licenses to use radio frequencesgeary to conduct the USA Mobility’s business and
regulates many aspects of the Company’s operatidrenses granted to the Company by the FCC hanyénea
terms, generally of up to ten years, at which tthreeFCC must approve renewal applications. In tst,g-CC
renewal applications generally have been granted showing compliance with FCC regulations and adés
service to the public. Other than those still pagdihe FCC has thus far granted each license adrig¢®A Mobility
has filed.

The Communications Act of 1934, as amended (thé”JAequires radio licensees such as USA Mobiiity
obtain prior approval from the FCC for the assigntreg transfer of control of any construction peroristation
license or authorization of any rights there undée FCC has thus far granted each assignmerdrsféar request
the Company has made in connection with a changerafol.

The Act also places limitations on foreign ownepshii CMRS licenses, which constitute the majority o
licenses held by the Company. These foreign owipersistrictions limit the percentage of stockhoflequity that
may be owned or voted, directly or indirectly, Bigas or their representatives, foreign government$eir
representatives, or foreign corporations. USA Mob# Amended and Restated Certificate of Incorgiorapermits
the redemption of its equity from stockholders veheecessary to protect compliance with these reongints.

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

As a result of various FCC decisions over theflastyears, the Company no longer pays fees for the
termination of traffic originating on the networétlocal exchange carriers providing wire-line seeg
interconnected with the Compasyservices and in some instances the Company estesfunds for prior paymer
to certain local exchange carriers. USA Mobilitysleantered into a number of interconnection agreésneith local
exchange carriers in order to resolve various ssegarding charges imposed by local exchangeecaffior
interconnection. The Company may be liable to lesahange carriers for costs associated with datigeraffic
that does not originate on that local exchangaar&smetwork, referred to as transit traffic, ritgig in some
increased interconnection costs for the Comparpeiding on further FCC disposition of these isarabthe
agreements reached between USA Mobility and tha! lmechange carriers. If these issues are not ailéity decider
through settlement negotiations or via the FCe@ompany’s favor, USA Mobility may be requirecoty past
due contested transit traffic charges not addrelsgexkisting agreements or offset against paymeumsfrom local
exchange carriers and may also be assessed irdackkite charges for amounts withheld.

Other legislative or regulatory requirements mapase additional costs on USA Mobility’s business: F
example, the FCC requires companies such as tkisoopay levies and fees, such as “Universal Se'tvees, to
cover the costs of certain regulatory programstargfomote various other societal goals. Theseireuents
increase the cost of the services provided. By 384 Mobility is permitted to pass through mostluése
regulatory costs to customers and typically doe#\dditionally, the Communications Assistance tav_a
Enforcement Act, and certain rules implementingd #et, requires some telecommunications compainejding
USA Mobility, to design and/or modify their equipnten order to allow law enforcement personnelwdirétap” or
otherwise intercept messages on its networks. Qdwgedatory requirements restrict how the Compaay ose
customer information and prohibit certain commédrelactronic messages, even to the Company’s owtomers.
Although these requirements have not, to date ahaéterial adverse effect on the Company’s opeyaénults,
these or similar requirements could have a matadaérse effect on USA Mobility’s operating restuttshe future.
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State Regulation

As a result of the enactment by Congress of the iBusrBudget Reconciliation Act of 1993 in Augus®39
states are now generally preempted from exercisitegor entry regulation over any of USA Mobilitydperations.
States are not preempted, however, from regulatitiger terms and conditions” of the Company'’s ofierss,
including consumer protection and similar rulegeferal applicability. Zoning requirements are a@soerally
permissible; however, provisions of the Act prohibcal zoning authorities from unreasonably resitig wireless
services. States that regulate the Company’s senélso may require it to obtain prior approvallgfthe
acquisition of controlling interests in other pagitompanies and (2) a change of control of USA NitgbiAt this
time, USA Mohbility is not aware of any proposedtstiegislation or regulations that would have aariat adverse
impact on its existing operations.

Arch Chapter 11 Proceeding

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

Trademarks

USA Mobility owns the service marks “USA Mobility"Arch”, “Arch Paging”, and “Metrocall”, and holds
federal registrations for the service marks “Me#itic “Arch Wireless” and “PageNet” as well as \aus other
trademarks.

Employees

At May 19, 2006, USA Mobility had 1,557 full timejeivalent employees. The Company has no employex
are represented by labor unions. USA Mobility bedethat its employee relations are good.

ITEM 1A. RISK FACTORS

The following important factors, among others, cochuse USA Mobility’s actual operating resultslier
materially from those indicated or suggested bwé&rd-looking statements made in this Form 10-Krespnted
elsewhere by management from time to time.

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

USA Mobility and the paging industry continues &aé intense competition for subscribers due tonlclgical
competition from the mobile phone and personaltaigissistant service providers as they continlevier device
prices while adding functionality. A key factortime Company’s ability to be profitable and produaet cash flow
from operations is realizing improvement in thesrat revenue erosion from historical levels. USAbity is
dependent on net cash provided by operations asiitsipal source of liquidity. If no improvemerstiiealized, or if
revenue erosion accelerates, it would have a naatediverse effect on the Company’s ability to befitable and
produce positive cash flow.
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USA Mobility may fail to achieve the cost savingsaessary to maintain positive cash flow from opévas.

USA Mobility expects its revenue to continue toldecsubstantially in the future, therefore maintag
positive cash flow is dependent on substantialjuoing operating costs. To achieve cost reductidiise
magnitude necessary requires the Company to cattymationalize its own internal costs, as welkastinually
negotiate lower costs from its outside vendorsr&lwan be no assurance that the Company will beesstul in
reducing its costs to the level necessary to maiqasitive net cash flow. If the Company is notaessful at
continuing to reduce operating costs it would haveaterial adverse effect on the Company’s aHiitge profitable
and product positive cash flow.

If the Company is unable to retain key managemestsonnel, it might not be able to find suitable
replacements on a timely basis or at all and then@many’s business could be disrupted.

USA Mobility’s success will depend, to a signifi¢axtent, upon the continued service of a relagigahall
group of key executive and management personnél. M&bility has an employment agreement with itsgident
and chief executive officer. The board of directoas implemented a long-term incentive plan foiaen
management utilizing the equity incentive progrgpraved by the Company’s shareholders in connegtitinthe
merger. USA Mobility has issued restricted stockikey executives that vests on January 1, 20@7January 1,
2008. The loss or unavailability of one or moraéhef Company’s executive officers or the inabilityattract or
retain key employees in the future could have aeratadverse effect on the Company'’s future opegaesults,
financial position and cash flows.

USA Mobility may be unable to find vendors willirtg supply it with paging equipment based on future
demands.

The Company purchases paging equipment from tlarty wendors. This equipment is sold or leased to
customers in order to provide wireless messagingcss. The reduction in industry demand for pagiggipment
has caused various suppliers to cease manufacthigigquipment. USA Mobility believes that its mt multiple
vendor relationships, its current on-hand inveet®nf paging equipment and its repair and main@marograms
will ensure an adequate supply of paging equiprfarthe foreseeable future; however, the Compampable to
predict if the existing third party vendors willmtinue to supply paging equipment. A lack of pagiogipment
could impact the Company’s ability to provide certaireless messaging services and could materalersely
affect its cash flows, results of operations, altichately, the value of USA Mobility’s common stack

Future changes in ownership of the Company’s stambuld prevent USA Mobility from using its tax assdb
offset future taxable income, which would materiglteduce the Company’s expected after-tax net inecamd
cash flows from operations. Actions available tet@ompany to preserve its consolidated tax assatddcresult
in less liquidity for its common stock and/or degiethe market value of its stock.

If USA Mobility were to undergo an “ownership chafigas that term is defined in Section 382 of tternal
Revenue Code of 1986, as amended (the “IRC"), trafgany’s use of tax assets would be significarghtricted,
which would reduce the Company’s after-tax net meaand cash flow. This in turn could reduce the Gamny’'s
ability to fund its operations.

Generally, an ownership change will occur if a clative shift in ownership of more than 50% of USA
Mobility’s common stock occurs during a rolling ¢leryear period. The cumulative shift in ownerskip i
measurement of the shift in ownership of the Comfsastock held by stockholders that own 5% or nufrsuch
stock. In general terms, it will equal the aggregaitany increases in the percentage of stock owgethch
stockholder that owns 5% or more of USA Mobilitpak at any time during the testing period overltveest
percentage of stock owned by each such sharehaddligrg the testing period. The testing period galheis the
prior three years, but begins no earlier than May2802, the day after Arch emerged from bankruptcy

As of December 31, 2005, the Company has underg@oenbined cumulative change in ownership of
approximately 36.2%. The determination of the Comyfmpercentage ownership change is dependentawispyns
of the tax law that are subject to varying intetgtiens and on facts that are not precisely detehie
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by USA Mobility at this time. Therefore, the Compancumulative shift in ownership may be more @sl¢han
approximately 36.2% and, in any event, may incrégsesason of subsequent transactions in the Coy'gatock
by stockholders who own 5% or more of such stonl, @ertain other transactions affecting the diogéhdirect
ownership of stock.

There are transfer restrictions available to then@any in its Amended and Restated Certificate of
Incorporation that permit it to generally resttignsfers by or to any 5% shareholder of USA Moptiommon
stock or any transfer that would cause a persgraup of persons to become a 5% shareholder of M8Hhility
common stock. The Company intends to enforce thesgteictions in order to preserve its consolidatedassets, ai
such enforcement may result in less liquidity fee Company’s common stock and/or depress the mparioet for
USA Mobility shares.

Please refer to Iltem BMarket for Registrant's Common Equity, Related totder Matters and Issuer
Purchases of Equity Securiti, for a description of the transfer restrictionattare available to the Company in its
Amended and Restated Certificate of Incorporatitictv permit USA Mobility to restrict transfers by  any 5%
shareholder of its common stock or any transferwhauld cause a person or group of persons to be@B%
shareholder of its common stock. USA Mobility intisrto enforce these restrictions in order to pres#s tax
assets, and such enforcement may result in lesigliig for the Company’s common stock anddepress the mark
price for USA Mobility shares.

USA Mobility has material weaknesses in internalrteol over financial reporting and can provide no
assurance that additional material weaknesses wilt be identified in the future. Our failure to imlpment and
maintain effective internal control over financialeporting could result in material misstatements he
financial statements.

Management has identified material weaknessesrimternal control over financial reporting thafeafted
USA Mobility’s financial statements for the periogisded December 31, 2002, 2003, 2004 and 2005harfid €t
three quarters of the years ended December 31, &002005. See “Iltem 9A. Controls and Procedures.”

The material weaknesses in the Company’s inteatral over financial reporting during the periaésated to
ineffective controls over the accuracy and valuatbincome taxes and related deferred income ddenloes; over
the completeness and accuracy of transactionas taxer the completeness and accuracy of depr@tiatipense
and accumulated depreciation, and over the commassg accuracy and valuation of asset retiremest$ casset
retirement obligation liabilities and the relatezpdeciation, amortization and accretion expense.

We can provide no assurance that additional métegaknesses in our internal control over finangéglorting
will not be identified in the future. Any failure maintain or implement required new or improvedtoals, or any
difficulties that may be encountered in their impéntation, could result in additional material weadses, cause
the Company to fail to meet its periodic reportafgigations or result in material misstatementthas Company’s
financial statements. Any such failure could aldeeasely affect the results of periodic managemeatuations an
annual auditor reports regarding the effectiverdésbe Companys internal control over financial reporting requl
under Section 404 of the Sarbanes-Oxley Act of 28f@2the rules promulgated under Section 404. Xistemce of
a material weakness could result in errors in marfcial statements that could result in a restatenof financial
statements.

ITEM 1B. UNRESOLVED SEC STAFF COMMENT¢
The Company had no unresolved staff comments Bagfl9, 2006.

ITEM 2. PROPERTIES

At December 31, 2005, USA Mobility owned four ofibuildings in the United States. In addition, the
Company leased facility space, including its eximeuteadquarters, sales, technical, and storag#iéescin
approximately 209 locations in 38 states.
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USA Mobility leases transmitter sites on commerbialadcast towers, buildings and other fixed stnast in
approximately 10,500 locations in all 50 states Bodrto Rico. These leases are for various termiprovide for
monthly lease payments at various rates.

ITEM 3. LEGAL PROCEEDINGS

USA Mobility was named as a defendant, along witbhd Metrocall and Metrocall's former board of diters,
in two lawsuits filed in the Court of Chancery hétState of Delaware, New Castle County, on Jun@@® and
July 28, 2004. USA Mobility and the other defendagitered into a settlement agreement with thatiffaiwhich
was approved by the court on May 18, 2005 and &ise was dismissed.

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 settlemeytaat of $4.3 million, and a previously agreed gation payment
equal to nine months of base salary. This mitigiatiayment may be reduced based on income recaiwedffiture
employment. The Company recorded this $4.3 milietilement and $0.9 million mitigation payment asrecrease
to severance expenses for the years ended Dec8nb2005 and 2004 respectively.

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

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 effect on its reported resulspefrations, cash
flows or financial position.

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

None.

PART Il

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

USA Mobility’s sole class of common equity is it8.8001 par value common stock, which is listedhen t
NASDAQ National Market and is traded under the sgh*“USMO.”
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The following table sets forth the high and lowraatay sales prices per share of USA Mobility’s cammstock
for the period indicated, which corresponds tayitarterly fiscal periods for financial reportingrpases. Prices for
the Company’s common stock are as reported on &&IMQ National Market from November 17, 2004 thrbug
December 31, 2005.

High Low
200<  4th Quarter beginning November 17, 2( $38.0C  $33.2¢
200t 1st Quarter beginning January 1, 2( 39.7¢ 29.7i
200t 2nd Quarter beginning April 1, 20( 32.5] 24.02
200t 3rd Quarter beginning July 1, 20 29.71 26.21
200t  4th Quarter beginning October 1, 2C 28.8¢ 24.3(

The Board of Directors of USA Mobility declaredgesial one-time cash distribution of $1.50 per shar
November 2, 2005, with a record date of Decemb&0Q@5, and a payment date of December 21, 200S.cHsr
distribution was paid from available cash on hand.

USA Mobility sold no unregistered securities dur@05 and made no repurchases of its common staahkgd
2005.

As of May 19, 2006, there were 1,586 holders obreof USA Mobility common stock.

Transfer Restrictions on Common StoeekIn order to reduce the possibility that certelimnges in ownership
could impose limitations on the use of the Compsautgk attributes, USA Mobility’'s Amended and Restht
Certificate of Incorporation contains provisionsigrhgenerally restrict transfers by or to any 5%rgholder of the
Companys common stock or any transfer that would causersop or group of persons to become a 5% sharel
of the Company’s common stock. After a cumulativéiriect shift in ownership of more than 45% sirtse i
emergence from bankruptcy proceedings in May 2@821étermined by taking into account all relevearigfers of
the stock of Arch prior to its acquisition, incladitransfers pursuant to the merger or during etevant three-year
period) through a transfer of the Company’s commstogk, any transfer of USA Mobilitg’common stock by or tc
5% shareholder of the Company’s common stock ortti@msfer that would cause a person or group afqresto
become a 5% shareholder of such common stockbwifirohibited unless the transferee or transfeviges
notice of the transfer to the Company and the Cawygeboard of directors determines in good faitht tthe transfer
would not result in a cumulative indirect shiftawnership of more than 47%.

Prior to a cumulative indirect ownership changenofe than 45%, transfers of the Company’s commackst
will not be prohibited except to the extent thatytiesult in a cumulative indirect shift in owndpshf more than
47%, but any transfer by or to a 5% shareholdéh@Company’s common stock or any transfer thatlédvoause a
person or group of persons to become a 5% shamholdhe Company’s common stock requires a natidéSA
Mobility. Similar restrictions apply to the issuanor transfer of an option to purchase the Comacginmon stoc
if the exercise of the option would result in anster that would be prohibited pursuant to therietgins described
above. These restrictions will remain in effectilutie earliest of (a) the repeal of Section 382hef IRC (or any
comparable successor provision) and (b) the datehich the limitation amount imposed by Section 882he IRC
in the event of an ownership change would not bg flean our tax attributes subject to these limitat Transfers
by or to USA Mobility and any transfer pursuanatmerger approved by the Company’s board of dire@pany
tender offer to acquire all of USA Mobility’s outstding stock where a majority of the shares haea bendered
will be exempt from these restrictions.

ITEM 6. SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA

USA Mobility is a holding company formed to efféhe merger of Arch and Metrocall, which occurred on
November 16, 2004. Prior to these acquisitions, W&ility had conducted no operations other thaséhtha
were incidental to its formation. For financial ogfing purposes, Arch was deemed the acquirindgyeatid is the
predecessor registrant of USA Mobility. Accordinglye consolidated historical information and opiagpdata for
the year ended December 31, 2005 reflects thatdi And Metrocall; and the consolidated historicidrmation
and operating data for the year ended Decembe&2(8Y reflects that of Arch for the twelve monthsleah
December 31, 2004 and Metrocall for the period Maver 16, 2004 to December 31, 2004. Historicalrfaial
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information and operating data as of December 82122002, and 2003, and for the three years ended
December 31, 2003 reflect that of Arch. The talglpw sets forth the selected historical consolidditeancial and
operating data for each of the five years endecbder 31, 2005.

On May 29, 2002, Arch emerged from proceedings u@dhapter 11 of the bankruptcy code. The consaitiat
financial statements of Arch, prior to its emergefrom Chapter 11 on May 29, 2002 (the “PredeceSsonpany’,
have been prepared in accordance with the Amelfitsitute of Certified Public Accountants Statemeht
Position 90-7Financial Reporting by Entities in Reorganizatiomder the Bankruptcy CodqéSOP 90-7") and on a
going concern basis, which contemplates continofityperations, realization of assets and liquidatibliabilities in
the ordinary course of business. Although May Z®2was the effective date of Arch’s emergence from
bankruptcy, for financial reporting conveniencec¢thaccounted for consummation of the plan as of Blgy2002.
Substantially all of the Predecessor Company’spetition debt was in default. As required by SOP79¢the
Predecessor Company recorded the pre-petitionidgibtments at the allowed amount, as defined bl SO®7.

Upon emergence from Chapter 11, (the “Reorganizmdfany”)restated its assets and liabilities, in accord
with SOP 90-7¢n the fresh start basis of accounting, which nexguiecording the assets on a fair value basidasi
to those required by SFAS No. 18lysiness CombinatiorlSFAS No. 141").

As a result of the application of fresh start actg, Arch’s financial results during the year edd
December 31, 2002 include two different bases obacting and, accordingly, the operating result @sh flows
of the Reorganized Company and the Predecessor @yngpe presented separately. The Reorganized Gyspa
financial information is not comparable with thafehe Predecessor Company.

The selected financial and operating data as oébéer 31, 2001, 2002, 2003, 2004 and 2005 andhéoyear
ended December 31, 2001, for the five months eiiad31, 2002, the seven months ended Decembel082, &nc
the three years ended December 31, 2005 have leegndifrom the audited consolidated financialestants of
USA Mobility or its predecessor, Arch. The selediedncial and reporting data as of December 3022@003 and
2004 and for the seven months ended December 82, 28d for years ended December 31, 2003 and r2d@4t
restated amounts. The consolidated financial setésrof Arch for the year ended 2001 were auditedrthur
Andersen LLP, which has ceased operations.

As described in USA Mobility’s Annual Report on Rod0 K/A for the year ended December 31, 2004, the
Company restated its financial statements for #veis months ended December 31, 2002 and for this gaded
December 31, 2003 and 2004.
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The following consolidated financial informationashd be read in conjunction with “ManagemanbDiscussio
and Analysis of Financial Condition and Result©gpkrations” and the consolidated financial statémand notes
set forth below.

Arch Predecessor Compan Reorganized Company
Five Months | Seven Month:
Year Ended Ended Ended
December 31 May 31, December 31 Year Ended December 31
2001 2002 2002 2003 2004 2005
(Dollars in thousands except per share amount:
Statements of Operations Data:

Revenues

Service, rental and maintenar $ 1,101,76. $ 351,72: |[$ 432,44! $571,98¢ $470,75: $592,69(

Product sale 61,75 13,63¢ 20,92« 25,48¢ 19,40¢ 25,88:

1,163,51. 365,36( 453,36¢ 597,47¢ 490,16( 618,57.

Operating Expense

Cost of products sol 42,30: 10,42¢ 7,74C 5,58( 4,347 4,48:

Service, rental and maintenar 306,25t¢ 105,99( 132,61: 189,29( 160,14. 215,58¢

Selling and marketin 138,34: 35,31 37,891 45,63¢ 36,08t 43,14

General and administratiy 388,97¢ 116,66¢ 136,79:  166,94¢ 130,04t 177,43t

Depreciation, amortization and accretion 1,584,48: 82,72( 110,19: 129,65¢ 107,62¢ 131,32¢

Stocl-based compensatic — — 6,97¢ 6,21¢ 4,86: 2,832

Reorganization expen: 154,92° — — — — —

Severance and restructuri — — — 16,68 11,93¢ 16,60¢

Restructuring charge 7,89( — — —
Operating income (los: (1,459,66) 14,24: 21,157 37,46: 35,10¢ 27,14¢
Interest and nc-operating expenses, r (258,87() (2,17¢) (18,340  (19,23) (5,919 (1,329
Gain (loss) on extinguishment of d¢ 34,22¢ 1,621,35! — — (1,03)) (1,339)
Other income (expens — 11C (1,129) 51€ 814 (1,004)
Income (loss) before reorganization items, netfegsh start

accounting adjustments, r (1,684,30) 1,633,53! 1,68¢ 18,741 28,971 23,48«
Reorganization items, n — (22,507) (2,76%) (425) — —
Fresh start accounting adjustments, — 47,89¢ — — — —
Income (loss) before income taxes and cumulatifecedf

change in accounting princip (1,684,30) 1,658,92. (1,077%) 18,31¢ 28,971 23,484
Income tax benefit (expens 121,99 — (2,26%) (5,30¢) (16,810 (10,577
Income (loss) before cumulative effect of change in

accounting principle (1,562,30) 1,658,92: (3,342 13,00¢ 12,167 12,90
Change in accounting princip (6,794 — — — — —
Net income (loss $(1,569,10) $1,658,92; |$ (3,347 $ 13,00¢ $ 12,167 $ 12,907
Basic net income (loss) per common sh

Net income (loss) before accounting cha $ 8.79 $ 9.0¢ (% 017 $ 065 $ 058 $ 047

Accounting chang (0.04) — — — — —

Net income (loss $ (8.89 $ 9.0¢ [$ 017 $ 06t $ 058 $ 047
Diluted net income (loss) per common shi

Net income (loss) before accounting cha $ 8.79 $ 9.0¢ ($ 017 $ 06t $ 058 $ 047

Accounting chang (0.04) — — — — —

Net income (loss $ (8.8 $ 9.0¢ [$ 017 $ 06 $ 058 $ 047

Other Operating Data:

Capital expenditures, excluding acquisitic $ 109/48! $ 4447: |$ 39,93t $ 25,44¢ $ 19,23 $ 13,49¢
Cash dividends declared per common sl $ — 8 — |$ $ — % — $ 150
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Arch Predecessor Compan Reorganized Company
2001 2002 2003 2004 2005
Balance Sheet Data

Current assel $ 244,45 |$115,23: $110,56° $128,05¢ $105,27¢
Total asset 651,63 | 442,63: 495,49! 782,14 633,79:
Long-term debt, less current

maturities(1) — | 162,18! 40,00( 47,50( —
Liabilities subject to compromise

(2) 2,096,28! — — — —
Stockholder’ equity (deficit) (1,656,91) | 114,22 326,26 556,04( 532,993

(1) In accordance with SOP 90-7, at December 2001, Alas$sified substantially all of its ppetition liabilities an
redeemable preferred stock”Liabilities Subject to Compromis”

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

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

The following discussion and analysis should bel ieaconjunction with USA Mobilitys consolidated financi
statements and related notes and the discussiadies Ukpplication of Critical Accounting Policiesyhich
describes key estimates and assumptions the Conmpaksgs in the preparation of its financial statetmand
Item 1A “Risk Factors”, which describes key rislssaciated with the Company’s operations and ingustr

Restatement

As described in USA Mobility’s Annual Report on Fod 0-K/A for the year ended December 31, 2004 and i
the Company’s Quarterly Reports on Forms 10-Q/Attierfirst, second and third quarters of 2005 antthis
Annual Report on Form 10-K, the Company restatethtefinancial statements and other informationtfee seven
months ended December 31, 2002 upon the adoptifregif start reporting and for the years 2003 d@tt2nd
each of the quarters ended March 31, June 30, epigi®ber 30, 2004 and 2005.

The determination to restate those consolidatexhfial statements and other financial informati@s wade ¢
a result of management’s assessment of accountiogs ¢hat existed as of June 1, 2002 and DeceBhe2002,
2003 and 2004. The financial statements and ottiermation for the seven months ended Decembe2@12 and
for the years 2003 and 2004 and each of the ggaeteted March 31, June 30, and September 30, 2@02005
included in this Form 10-K reflect the adjustmesisociated with this restatement. (See Note 2et&€tinsolidated
Financial Statements.)

Merger of Arch and Metrocall

USA Mobility is a holding company that was formedeffect the merger of Arch and Metrocall, which
occurred on November 16, 2004. Prior to the meitd8A Mobility had conducted no operations othenttizose
incidental to its formation. For financial repodipurposes, Arch was deemed to be the accountiongrac of
Metrocall. The historical information for USA Mol includes the historical financial informatiof Arch for
2002, 2003 and 2004 through November 15, 2004 laanddquired operations of Metrocall from Novembgr 1
2004. Accordingly, the results of operations rdfiacreases in revenues and costs due to the ionla$ Metrocall
during the year ended December 31, 2005, as cochpatbe year ended December 31, 2004, which iecude
results of Metrocall from November 16, 2004 only.

USA Mobility believes that the combination of Arahd Metrocall provided the Company with stronger
operating and financial results than either compaoyld have achieved separately, by reducing oveoats while
the Company'’s revenue continues to decline secalbnti
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Since the merger on November 16, 2004, the Compasyndertaken significant integration and conatitich
activities. These activities have included manageraad staff reductions and reorganizations, neéwor
rationalization and consolidation and changes erajional systems, processes and procedures. Sanges are
described below.

Overview

USA Mobility derives the majority of its revenuesin fixed monthly or other periodic fees charged to
subscribers for wireless messaging services. Seeshdre not generally dependent on usage. As Bagabscriber
maintains service, operating results benefit frecurring payment of these fees. Revenues are digmgnigen by
the number of units in service and the monthly gharer unit. The number of units in service charge®d on
subscribers added, referred to as gross placenesgssubscriber cancellations, or disconnects nethef gross
placements and disconnects is commonly referred tret gains or losses of units in service. Thelatssnumber ¢
gross placements as well as the number of grossmplants relative to average units in service iaréod, referred
to as the gross placement rate, is monitored oorgthty basis. Disconnects are also monitored orathly basis.
The ratio of units disconnected in a period to agerunits in service for the same period, calleddikconnect rate,
is an indicator of the Company’s success retaisirgscribers which is important in order to maintaiourring
revenues and to control operating expenses.

The following table sets forth the Company’s grpsgements and disconnects for the periods stated.

For the Year Ended December 31,

2003(a) 2004(b) 2005(b)
Gross Gross Gross
Placement: Disconnect: Placement: Disconnect: Placement: Disconnect:
(Units in thousands)
Direct 584 1,22: 54C 1,17¢ 612 1,31¢
Indirect 242 80¢€ 20E 54t 28t 663
Total 82¢€ 2,02¢ 745 1,72¢ 897 1,97¢

(&) Includes gross placements and disconnects of Amth

(b) Includes gross placements and disconnectsaf far the years ended December 31, 2004 and 2005 a
Metrocall for the period November 16, 2004 to DebenB1, 2005

The demand for one-way and two-way messaging ss\declined during the three years ended Deceniber 3
2005, and USA Mohbility believes demand will con&énto decline for the foreseeable future in linehwécent
trends. During 2003, units in service decreased,#§2,000 units as a result of operations. Thisedese does not
include the addition of 249,000 units which restiieom the reversal of the remaining portion of time-time,
1,000,000 unit reduction recorded in the fourthrtpraof 2000 for definitional differences and pdtehunit
reductions associated with the conversion and aleaf accounts acquired in the PageNet acquisiSamce Arch
completed the conversion and final review of thesmounts, the remainder of this prior unit reducti@s recorded
as a one-time increase in the fourth quarter, winicteased units in service at December 31, 2008nD 2004,
units in service increased 1,765,000 units dubeatdition of 2,744,000 units associated withMie¢rocall merger
partially offset by the decrease of 979,000 uréts aesult of operations.

During 2005, units in service decreased 1,316,000ing the billing system conversion, which was gdated
in early July 2005, the Company became aware ofein the Metrocall units in service counts arftedénces in
the definition of units in service between Metrdeadd Arch. As a result, as of June 30, 2005, tam@any reduced
its units in service by 238,000 units to correet énrors and to conform to the Arch billing systetandard unit
definition. The remaining decrease of 1,078,00@sur@sults from operations.
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As previously discussed, the monthly charge perismiependent on the subscriber’s service, extent
geographic coverage, whether the subscriber leasesns the messaging device and the number of thet
customer has on his or her account. The ratiowsmees for a period to the average units in seffeicthe same
period, commonly referred to as average revenueme(*ARPU"), is a key revenue measurement ésdicates
whether monthly charges for similar services amtrithiution channels are increasing or decreasifi?\4 by
distribution channel and messaging service are toid regularly. The following table sets forth USkobility’s
ARPU by distribution channel for the periods stated

For the Year Ended December 31,

2003(a) 2004(b) 2005(k’
Direct $11.5C $10.17 $9.7¢
Indirect 3.5% 4.0C 4.5¢
Consolidatec 9.8t 9.17 8.91

(&) Includes ARPU for Arch only

(b) Includes ARPU for Arch for the years ended Deber 31, 2004 and 2005 and Metrocall for the period
November 16, 2004 to December 31, 2(

While ARPU for similar services and distributionagimels is indicative of changes in monthly chaayes the
revenue rate applicable to new subscribers, thesomement on a consolidated basis is affected\mrakfactors,
most notably the mix of units in service. Grosserayes increased in 2005 over 2004 due to the Matnoerger,
but the Company expects future sequential annuahrees to decline in line with recent trends. Ctdated ARPU
decreased $0.68 in 2004 from 2003. The 249,000adgiiistment Arch made in the fourth quarter of 2003
contributed $0.45 of this decrease. The remainfifreodecrease was due primarily to the changemposition of
the Company’s customer base as the percentagatsfiuservice attributable to larger customersticnres to
increase. Consolidated ARPU decreased $0.26 in 26652004. The majority of this decrease was duragrily to
the change in composition of the Company’s custdmase as the percentage of units in service atiatibeito larger
customers continues to increase. The change in AR direct distribution channel is the moshsfigant
indicator of rate-related changes in the Compargugnues. USA Mobility expects that ARPU for itsedi units in
service will decline in future periods.

USA Mobility’s revenues were $597.5 million, $490@lion, and $618.6 million for the years ended
December 31, 2003, 2004 and 2005, respectivelyZ00d revenue includes $38.5 million of Metrocallenue for
the period from November 16 to December 31, 2004.

The Company’s operating expenses are presenteadatidnal categories. Certain of the Company’s fianal
categories are especially important to overall especontrol; these operating expenses are catedaniz follows:

* Service, rental and maintenancd& hese are expenses associated with the opetddttbe Company’s
networks and the provision of messaging servicescansist largely of telephone charges to delivessages
over the Company’s networks, lease payments fastnitter locations and payroll expenses for the
Compan’s engineering and pager repair functic

« Selling and marketing.These are expenses associated with USA Mobilityect and indirect sales forces
and marketing expenses in support of the saleg fditus classification consists primarily of sadari
commissions and other payroll related exper

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

In addition to the functional categories describbdve, expense controls are also performed by sgpen
category. In 2005, approximately 76% of the expsmeéerred to above were incurred in three expeassgories:
payroll and related expenses, lease paymentsdiastritter locations and telecommunications expenses

Payroll and related expenses include wages, coriangsncentives, employee benefits and relatedsadSA
Mobility reviews the number of employees in majondtional categories such as direct sales, endigeand
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technical staff, customer service, collections sventory on a monthly basis. The Company alsoengsithe desig
and physical locations of functional groups to awnusly improve efficiency, to simplify organizatial structures
and to minimize the number of physical locationac8 the merger on November 16, 2004, the Company h
reduced its employee base from 2,844 full time esjant employees (“FTES”) at the time of the mertget,617
FTEs at December 31, 2005. While these staff réolushave resulted in significant severance expgiibe
Company’s on-going cost of payroll and related eggs will be reduced.

Lease payments for transmitter locations are Igrdependent on the Company’s messaging networka. US
Mobility operates local, regional and nationwideeamay and two-way messaging networks. These netaeakh
require locations on which to place transmittegsgivers and antennae. Generally, lease paymentscarred for
each transmitter location. Therefore, lease paysnfenttransmitter locations are highly dependenth@ennumber of
transmitters, which, in turn, is dependent on thmber of networks. In addition, these expensesrgénelo not
vary directly with the number of subscribers ortsim service, which is detrimental to the Compamgperating
margin as revenues decline. In order to reducesttpgnse, USA Mobility has an active program tosotidate the
number of networks and thus transmitter locatiertsich the Company refers to as network rationaliratin
addition, in August 2005 and January 2006, USA Miybéxecuted agreements with its two largest lgitse
vendors. The agreements will reduce the Companyisd lease payments for transmitter locationse (Sete 9).
During 2005, the Company decommissioned the fornen 2-way network. This network rationalizatiorsuéted
in an increase in depreciation expense, but ismoitant element of the Company’s integration avet ceduction
strategy.

Telecommunications expenses are incurred to int@ect USA Mobility’s messaging networks and to pdev
telephone numbers for customer use, points of cofdacustomer service and connectivity amongGbenpany’s
offices. These expenses are dependent on the nwhbeits in service and the number of office aetivork
locations the Company maintains. The dependenemit®in service is related to the number of teteghnumbers
provided to customers and the number of telephaliie made to the Company’s call centers, thoughithnot
always a direct dependency. For example, the numbduration of telephone calls to call centers wany from
period to period based on factors other than tmelru of units in service, which could cause teleramications
expenses to vary regardless of the number of im#ervice. In addition, certain phone numbers UBgbility
provides to its customers may have a usage compbasad on the number and duration of calls tthescriber’s
messaging device. Telecommunications expensestduwenessarily vary in direct relationship to umitservice.
Therefore, based on the factors discussed abdeetsedire underway to review and reduce telephancait
inventories and capacities and to reduce the nuwifiteansmitter and office locations at which then@pany
operates.

USA Mobility did experience limited damage to tramssion equipment located in the Gulf of Mexicoioegof
the United States from Hurricanes Katrina and Ritée third quarter of 2005. Expenses relateddmsrelated
recovery efforts have been included in servicetaleand maintenance expenses, and were immateritid third
quarter of 2005. In addition, the Company recor$i2gll,000 to reflect the loss of damaged assetdale the
impact to revenues or bad debt expense has beeatariad. The Company has an insurance policy tHiatds
recovery for operational expenses, asset lossebuwsidess interruption, and is working to asseritblelaims; at
this time, however, the Company cannot estimatetheunt and timing of insurance recoveries, if any.

The total of USA Mobility’s cost of products sokkrvice, rental and maintenance; selling and misdgesnd
general and administrative expenses was $407.5Hmi$330.6 million and $440.7 million for the ysanded
December 31, 2003, 2004 and 2005, respectivelgigaissed previously the Company expects reveone dne-
way and two-way messaging services to continuettirte for the foreseeable future in line with necieends.
Additionally, the Company believes that the rateenfenue decline will likely outpace the Comparstslity to
reduce costs, therefore the Company expects itrgimgato decline for the foreseeable future. Thuene be no
assurance that in the face of declining revenu€timapany can remain profitable, or generate pasitash flow
from operating activities.
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Results of Operations

As previously discussed, Arch and Metrocall mergedNovember 16, 2004. The results of operationscast
flows discussed below for 2005 include the opegatesults and cash flows of Arch for the twelve therended
December 31, 2005 and 2004, and Metrocall for #réod November 16, 2004 to December 31, 2005. Edogds
prior to 2004, the operating results and cash flofnarch are presented. Accordingly, the appareotvh in
operations is due to the merger of Arch and Melt@al is not indicative of future operating trerafsresults.

Comparison of the Results of Operations for the Ye&nded December 31, 2005 and 2(

For the Year Ended

2004 2005 Change Between
% of %of  __2004 and 2005
Amount Revenue Amount Revenue Amount %
(Dollars in thousands)
Revenues
Service, rental and maintenar $470,75: 96.(% $592,69( 95.8% $121,93¢ 25.9%
Product sale 19,40¢ 4.C 25,88: 4.2 6,47 33.4

$490,16( 10(% $618,57: 10C% $128,41! 26.z

Selected operating expens

Cost of products sol 4,34 0.6 4,48: 0.7 13¢ 3.1
Service, rental and maintenar 160,14 32.7 215,58¢ 34.¢ 55,44: 34.¢
Selling and marketin 36,08t 7.4 43,14¢ 7.C 7,06C 19.€
General and administrati 130,04t 26.5 177,43¢ 28.7 47,39: 36.4

$330,62: 67.5% $440,65: 71.2% $110,03: 33.2%

REVENUES

Service, rental and maintenance revenues congisaply of recurring fees associated with the psown of
messaging services and rental of leased unitsuetaales consist primarily of revenues associaittthe sale of
devices and charges for leased devices that aretuohed. The increase in revenues in each revgpeds the
result of including revenues of Metrocall during tntire year of 2005 as compared to only 45 dag904. The
combined Company has experienced, and expectptarierce, revenue declines for the foreseeablegutu

For the Year Ended
December 31,
2004 (a) 2005 (a)
(Dollars in thousands)

Service, rental and maintenance reven

Paging:
Direct:
One-way messagin $348,99(  $421,50!
Two-way messagin 87,21 109,79(
$436,20.  $531,29!
Indirect:
One-way messagin $ 28,38 $ 39,72
Two-way messagin 3,22¢ 9,382
$ 31,617 $ 49,10¢
Total Paging
One-way messagin $377,37:  $461,22¢
Two-way messagin 90,44( 119,17.
$467,81:  $580,40:
Non-Paging revenu 2,931 12,28¢
Total service, rental and maintenance revel $470,75.  $592,69(

(@) Includes revenues for Arch for the years ended Bee 31, 2004 and 2005 and Metrocall for the period
November 16, 2004 to December 31, 2(

20




Table of Contents

The table below sets forth units in service andisemrevenues, the changes in each between 20020&3dan
the change in revenue associated with differentései numbers of units in service and ARPU.

Units in Service Revenues
As of December 31, For the Year Ended December 31, Change Due to:
2004 2005 Change 2004(a) 2005(a) Change ARPU Units
(Units in thousands) (Dollars in thousands)
One-way messagin 567: 4,43¢ (1,239 $377,37: $461,22¢ $ 83,85t $73,98( $ 9,87¢
Two-way messagin 52¢ 447 (82 90,44( 119,17: 28,73 11,29( 17,44
Total 6,20z 4,88¢ (1,316 $467,81: $580,40. $112,58° $85,27( $27,31%

(&) Amounts shown exclude n-paging and product sales revent

As previously discussed, demand for messaginga\has declined over the past several years and th
Company anticipates that it will continue to deelfior the foreseeable future, which would resuleiductions in
service revenue due to the lower number of subsisiand related units in service.

OPERATING EXPENSES

Cost of Products Sold.Cost of products sold consists primarily of tlestdasis of devices sold to or lost by
USA Mobility’s customers. The $0.1 million increase2005 was due primarily to an increase in theber of
device transactions due to the Metrocall merger.

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

For the Year Ended December 31,

2004 2005 Change Between
% of %of  __2004and 2005
Amount Revenu¢ Amount Revenue¢ Amount %
(Dollars in thousands)
Lease payments for transmitter locatis $ 85,53( 17.4% $124,57: 20.1% $39,04: 45.6%
Telecommunications related expen 28,581 5.8 42,30¢ 6.8 13,71¢  48.C
Payroll and related expens 26,41 5.4 31,13: 5.C 4,71€ 17.€
Other 19,61: 4.C 17,57¢ 2.8 (2,039 (109
Total $160,14- 32.7% $215,58¢ 34.9% $55,44¢ 34.%

As illustrated in the table above, service, reatal maintenance expenses increased $55.4 millidA.686
from 2004. The percentage of these costs to regealse increased, primarily due to the acquisitibMetrocall
one-way and two-way networks that resulted in iasegl lease and telecommunications-related expenses.

Following is a discussion of each significant itiksted above:

* Lease payments for transmitter locatic— The increase in lease payments for transmitigations consists
of an increase of $39.0 million primarily due tetinclusion of expenses associated with the Melroca-
way and two-way networks. As discussed elsewhbeegombined Company has decommissioned one of its
two-way networks and has begun to rationalizenis-way networks. However, lease payments are duiojec
underlying obligations contained in each leaseeagent, some of which do not allow immediate savings
when equipment is removed. Further, leases mayistarfpayments for multiple sets of transmittenstenna
structures or network infrastructures on a pardicslte. In some cases, USA Mobility removes onpogion
of the equipment to which the lease payment relataeder these circumstances, reduction of futuné re
payments is often subject to negotiation and scisedependent on many factors, including the nurabe
other sites USA Mobility leases from the lessog, #mount and location of equipment remaining asitee
and the remaining term of the lease. Thereforagl@ayments for transmitter locations are genefiaky in
the short term, and as a result, to date, the Coynpas no
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been able to reduce these payments at the samasrtte rate of decline in units in service anénexes,
resulting in an increase in these expenses asargage of revenue

» Telecommunications related expensesThe increase in telecommunications expensesatsfln increase of
$13.7 million resulting from the Metrocall merg&/SA Mobility has also begun the process to redhese
costs as it consolidates and rationalizes its oag-and two-way networks. Reductions in these exggens
should occur as the Compé's 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 netwsotlke Company operates rather than the numberitsfian
service on the networks. Payroll for this categonreased $4.7 million due primarily to additioeahployees
resulting from the Metrocall merge

Selling and Marketing. Selling and marketing expenses consist primafilyayroll and related expense.
Selling and marketing payroll and related expemsagased $7.1 million or 19.6% over 2004. Thigéase was di
primarily to an increase in the number of salesaggntatives and sales management that resuliedtfie Metrocal
merger. As of December 31, 2005, the Company h&d-4t&s responsible for selling and marketing itsises.

General and Administrative Expense&eneral and administrative expenses consisteofalfowing significan

components:
For the Year Ended December 31,
2004 2005 Change Betweer
% of % of 2004 and 2005
Amount Revenue Amount Revenue Amount %
(Dollars in thousands)
Payroll and related expens $ 56,13. 11.5% $ 63,44 10.% $ 7,311 13.(%
Bad deb 3,78¢ 0.8 8,82¢ 14 5,03¢  133.C
Facility expense 15,87: 3.2 21,16: 3.4 5,28¢ 33.2
Telecommunication 7,06t 1.4 10,10: 1.€ 3,03¢ 43.C
Outside service 14,31¢ 2.9 28,10¢ 4.5 13,79: 96.:
Taxes and permit 12,71¢ 2.€ 19,20¢ 3.1 6,48¢ 51.C
Other 20,15t 4.1 26,59: 4.3 6,43 31.€
Total $130,04¢ 26.5% $177,43¢ 28.71% $47,39: 36.4%

As illustrated in the table above, general and adstrative expenses increased $47.4 million froenytbar
ended December 31, 2004 due to the inclusion ofddatl operations. The percentages of these costs/enue
also increased, primarily due to the following:

* Payroll and related expens — Payroll and related expenses include employeesstomer service,
inventory, collections, finance and other backagfffunctions as well as executive management. USAily
anticipates continued staffing reductions during&thowever the most significant reductions ocalirre
throughout 200&

» Bad deb'— The increase in bad debt expenses reflectedaaedse of $5.0 million due to higher levels of
overall accounts receivable of the combined opamat

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

* Outside Services— Outside services consists primarily of cost®eistéed with printing and mailing invoices,
outsourced customer service, temporary help andusprofessional fees. The increase in 2005 was du
primarily to higher temporary help and professidiegls due to integration related activities. In200tside
services also included a benefit of $1.5 millioaareled in the third quarter of 2005 for the reingament of
legal fees under an insurance poli
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» Taxes and permits— Taxes and permits consist primarily of propeftgnchise and gross receipts taxes. The
increase in taxes and permits is mainly due tartbleision of Metrocall operations. The increas¢sixes and
permits expense as a percentage of revenue was de# gross receipts taxes in several jurisdistiamd the
recognition of state and local taxes resulting filmiling system conversion activitie

* Other expenses— Other expenses consist primarily of postageexuiess mail costs associated with the
shipping and receipt of messaging devices of $6lém repairs and maintenance associated withmater
hardware and software of $5.8 million, insuranc&4B million and other expenses of $9.4 milliotiet
increased primarily due to the merger with Metrbc

Depreciation, Amortization and AccretiorDepreciation, amortization and accretion expeirsggased to
$131.3 million for the year ended December 31, 200% $107.6 million for the same period in 2004rtRof this
increase was due to depreciation and amortizatiperese of the tangible and intangible assets asdjfliom
Metrocall, of $50.5 million, partially offset bydecrease of $26.8 million related to groups of @dsecoming fully
depreciated in legacy Arch operations. Depreciatipense for the year ended December 31, 200bides|
$0.2 million for assets damaged and lost due taitumes Katrina and Rita.

Stock Based Compensatioristock based compensation consists primarily afrimation of compensation
expense associated with restricted common stocloptions issued to certain members of managemehtten
board of directors, and the compensation cost &tsdowith a longerm management incentive plan. USA Mobi
uses the fair-value based method of accountingtfark based compensation. Stock based compensiaiioaased
to $2.8 million for the year ended December 31,5200m $4.9 million for the same period in 2004ipgarily due tc
lower compensation costs associated with the leng-management incentive plan, offset by the comsgtam
expense of the grant of 103,937 shares of restridenmon stock to eligible employees on June 75200

Severance and Restructuringseverance and restructuring expenses increagidté million for the year
ended December 31, 2005 from $11.9 million forgame period in 2004. The increase consists priynafiboth
actual and planned reductions in headcount dueetoetorganization plan to adjust the managemeundtsine and
consolidate three sales divisions of five regiarie bne national sales organization consistingexfen regions.
Also included is the $4.3 million settlement agreetrwith three former Arch executives that was ghidng
second quarter 2005.

Restructuring charges of $3.0 million and $1.1immlifor 2004 and 2005, respectively, relate todeas
termination penalty expenses.

Impairments. The Company did not record any impairments ofjiived assets, intangible assets or goodwill
in 2004 or 2005, respectively. The Company is nexqliio evaluate goodwill of a reporting unit forgaarment at
least annually and between annual tests if an eaa@nirs or circumstances change that would moedylithan not
reduce the fair value of the reporting unit is lelts carrying amount. For this determination th@pany as a
whole is considered the reporting unit. Declinethin Company’s stock price impact the calculatibthe fair value
of the reporting unit for purposes of this deteration. Should the Company’s stock price continuggcdline and/or
the carrying value of the reporting unit increasere is a reasonable possibility that a materigkimment to
goodwill could occur.

Interest Expense.Net interest expense decreased to $1.3 millioth® year ended December 31, 2005 from
$5.9 million for the same period in 2004. This @é&ge was due to the repayment of Arch’s 12% notéday 28,
2004 partially offset by $2.4 million of expensesasiated with the $140.0 million of debt incurredpartially fund
the cash election to former Metrocall shareholdeeccordance with the terms of the merger agreemdrof the
debt incurred as a result of the merger with Metllowas repaid in 2005.

Income Tax Expense.For the year ended December 31, 2005, the Coymeangnized $10.6 million of
income tax expense, or an effective tax rate d¥5.The Company anticipates the recognition of inedax
expense to be required for the foreseeable future.
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Comparison of the Results of Operations for the Ye&nded December 31, 2003 and 2004

As previously discussed, Arch and Metrocall mergedNovember 16, 2004. The results of operationscast
flows discussed below for 2004 include the opegatesults and cash flows of Arch for the twelve therended
December 31, 2004 and Metrocall for the period Maver 16, 2004 to December 31, 2004. For periods [i
2004, the operating results and cash flows of Awcits predecessor company are presented.

Revenues
Service, rental and maintenar
Product sale

Selected operating expens
Cost of products sol
Service, rental and maintenar
Selling and marketin
General and administratiy

For the Year Ended

2003 2004 Change Between
% of % of 2003 and 2004
Amount Revenue¢ Amount Revenue Amount %

(Dollars in thousands)

$571,98¢  95.7% $470,75.  96.(% $(101,239) (17.7%)
25480 4.2 19,40¢  4.C (6,080 (23.9)
$597,47¢  10(% $490,16(  10(% $(107,31) (18.0)

5,58( 0. 4,347 0. (1,239 (22.])
189,29 317 160,14«  32.7 (29,146 (15.9)
45,63¢ 7.€ 36,08" 7.4 (9,554 (20.9)

166,94f  27.C 130,04t  26.F (36,907 (22.))
$407,45  68.2% $330,62. 67.5% $ (76,839 (18.9

REVENUES

Service, rental and maintenance revenues congisaply of recurring fees associated with the psown of
messaging services and rental of leased unitsuBtedles consist largely of revenues associattdtive sale of
devices and charges for leased devices that aretuwhed. The decrease in total revenues consi$ted
$137.5 million decrease in recurring fees assodiafiéh the provision of messaging services and.a #8llion
decrease in revenues from device transaction®cketatthe operations of Arch partially offset bguging fees
associated with the provision of messaging sena€&86.3 million and revenues from device and pHades
transactions of $2.2 million related to the openadi of Metrocall from November 16, 2004 to Decengir2004.
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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

For the Year Ended
December 31,
2003 (a) 2004 (b)
(Dollars in thousands)

$427,11¢  $348,99(
100,72: 87,21
$527,83¢  $436,20:
$ 40,27. $ 28,38¢
2,314 3,22¢

$ 42,58¢ $ 31,61¢
$467,38¢  $377,37:
103,03! 90,44(
$570,42:  $467,81-
1,56¢ 2,93]
$571,98¢ $470,75:

(a) Includes revenues for Arch only for the year enDedember 31, 200:
(b) Includes revenues for Arch for the year ended Déegril, 2004 and Metrocall for the period Noventtgr

2004 to December 31, 20C

The table below sets forth units in service andiméeg fees, the changes in each between 2003 @ow &nd
the change in revenue associated with differencésel numbers of units in service and ARPU.

Units in Service Revenues
As of December 31, For the Year Ended December 31, Change Due to:
2003 2004 Change 2003(a) 2004(a) Change ARPU Units

(Units in thousands)

(Dollars in thousands)

$467,38¢ $377,37: $ (90,01%) $(105,04¢) $15,03:
103,03'  90,44( (12,599 (39,544 26,94¢

One-way messagin 4,147 5,67% 1,52¢
Two-way messagin 29C 52¢ 23¢
Total 4,43 6,20z 1,76¢%

$570,42: $467,81: $(102,61() $(144,59;) $41,98:

(&) Amounts shown exclude n-paging and product sales revent

As previously discussed, demand for messagingae\ias declined over the past several years and th
Company anticipates that it will continue to deelfior the foreseeable future, which would resuliductions in
service revenue due to the lower number of subsigriand related units in service.
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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
USA Mobility’s customers. The $1.2 million decreas®004 was due primarily to lower numbers of devi
transactions due to lower units in service in 2Q@ttially offset by $938,000 of costs of produstdd related to
Metrocall operations.

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

For the Year Ended

2003 2004 Change Between
% of % of 2003 and 2004
Amount Revenu¢ Amount  Revenue Amount %
(Dollars in thousands)
Lease payments for transmitter locatit $101,15( 16.9% $ 85,53( 17.0% $(15,62() (15.4%)
Telecommunications related expen 36,70¢ 6.1 28,58’ 5.8 (8,120 (22.1)
Payroll and related expens 30,35( 5.1 26,41" 5.4 (3,935 (13.0
Fees paid to other network provid: 2,58t 0.4 2,19¢ 04 (389) (15.0
Operator dispatch fet 4,43¢ 0.7 3,481 0.7 (95%) (21.5)
Other 14,06: 2.4 13,93¢ 2.8 (128) (0.9
Total $189,29( 31.71% $160,14- 32.7% $(29,146 (15.4%)

As illustrated in the table above, service, reatal maintenance expenses decreased $29.1 millibb. 46
from 2003, however the percentage of these costsvemues increased as revenue decreased 18.08&wiRglis a
discussion of each significant item listed above:

* Lease payments for transmitter locatic— The decrease in lease payments for transmitbatibns consists
of a decrease of $21.8 million partially offset$f.2 million of lease expenses from Metrocall ofieres. As
discussed earlier, USA Mobility has decommissiooed of its two-way networks and is rationalizingdine-
way network. However, lease payments are subjeahderlying obligations contained in each lease
agreement, some of which do not allow for immedsateings when equipment is removed. Further, leases
may consist of payments for multiple sets of traittems, antenna structures or network infrastriggion a
particular site. In some cases, the Company remanigsa portion of the equipment to which the lease
payment relates. Under these circumstances, resuctifuture rent payments is often subject to tiatjon
and success is dependent on many factors, includengumber of other sites USA Mobility leases fritra
lessor, the amount and location of equipment remgiat the site and the remaining term of the lease
Therefore, lease payments for transmitter locataverggenerally fixed in the short term, and assaltgto date
the Company has not been able to reduce these p&yatehe same rate as the rate of decline iis imit
service and revenues, resulting in an increadeeiset expenses as a percentage of reve

Telecommunications related expensesThe decrease in telecommunications related esqeereflected a
decrease of $10.0 million partially offset by $infllion of telephone expenses associated with Metito
operations. The decrease related to Arch operatiassrelated to the consolidation of network féieidi, lowe
usage-based charges due to declining units incgearid rationalization of telephone trunk capagitighe
decrease in fees paid to other network providessdue primarily to USA Mobility’s efforts to migrat
customers from other network providers to its owiworks and, to a lesser extent, lower units iniser The
decrease in operator dispatch fees was due printaribwer units in service and, to a lesser extim
utilization of other means to contact alphanumsuioscribers, such as the Inter

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 netwsotkSA Mobility operates rather than the numberrafaiin
service on its networks. Payroll for this categdegreased $5.8 million due primarily to 65 fe
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employees in 2004 and lower overtime due to lessark consolidation activity in 2004, partially sft by
$1.9 million from Metrocall operation

» Other — Other includes a decrease of $2.5 million in 2008 $0.5 million in 2004 due to a gain on
deconstructing transmitters at a cost less thaedtimated fair value of the related asset retirgrabligation
liability.

Selling and Marketing. Selling and marketing expenses consist primafilyayroll and related expense.
Selling and marketing payroll and related expemtseseased $9.6 million or 20.9% over 2003. Thigekeze was
due primarily to a decrease in the number of s&psesentatives and sales management which residtadJSA
Mobility’s continuing efforts to maintain or imprevsales force productivity throughout the year, stadfing
reductions completed after the merger closing.

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

For the Year Ended

2003 2004 Change Between
% of % of 2003 and 2004
Amount Revenue Amount Revenue Amount %
(Dollars in thousands)
Payroll and related expens $ 81,51¢ 13.€% $ 56,13: 11.5% $(25,38¢) (31.1%)
Bad deb! 8,241 1.4 3,78¢ 0.8 (4,45¢) (54.])
Facility expense 17,52¢ 2.¢ 15,87: 3.2 (1,656 (9.9
Telecommunication 10,07¢ 1.7 7,06t 14 (3,010 (29.9
Outside service 13,64: 2.3 14,31¢ 2.9 674 4.9
Taxes and permil 9,59¢ 1.€ 12,71¢ 2.6 3,121 32.
Other 26,34 4.4 20,15t 4.1 (6,18€) (23.5)
Total $166,94¢ 27.%% $130,04t 26.5% $(36,907) (22.1%)

As illustrated in the table above, general and adbtrative expenses decreased $36.9 million frogrydar
ended December 31, 2003 and the percentage oftbetseto revenue also decreased, primarily dimater payroll
and related expenses and bad debt expense. Falésvindiscussion of each significant item listbd\ee:

« Payroll and related expens — Payroll and related expenses include employeesstomer service,
inventory, collections, finance and other backagfffunctions as well as executive management. @erta
these functions vary with direct units in servioe dherefore staffing reductions occurred at the @004 in
conjunction with the integration of Arch and Metatic The decrease in this category was primarilg ttu
lower average number of employees. In additionusa@xpense was $7.9 million less due to changé®in
2004 bonus plan and a lower number of participemntise current yea

» Bad deb'— The decrease in bad debt expenses reflectedraeade of $5.3 million related partially offset by
$818,000 related to Metrocall operations. The desmen bad debt expense was due to improved dolbsct
and lower levels of overall accounts receivableicivinesulted from decreases in revenues as dedatbeve

» Telecommunications— The decrease in telecommunications expensesste®n$ a $3.7 million decrease
partially offset by $678,000 related to Metrocgleoations. The decrease in telephone expensesugas d
primarily to fewer calls to call centers due to &wnits in service and the reduction of physioahtions at
which the Company operate

* Outside Services— Outside services consists primarily of cost®eisded with printing and mailing invoices,
outsourced customer service, temporary help andusprofessional fees. The increase in 2004 was du
primarily to higher outsourced customer servic&2flL million as the Company moved additional smalle
accounts to its third-party provider during 2004l gnofessional fees of $1.0 million associated it
documentation and testing requirements of sectighof the Sarban-Oxley Act of 2002 and th
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additional audit work required due to the mergédrese increases were partially offset by lowerrglicosts of
$889,000 due to fewer customers.

» Taxes and permits— Taxes and permits consist primarily of propeftgnchise and gross receipts taxes. The
change from 2003 to 2004 is mainly $1.8 millioratet to Metrocall, and $1.3 million due to new gros
receipts taxes enacted in several jurisdictioriZ0iod.

* Other expenses— Other expenses consist primarily of postageexuiess mail costs associated with the
shipping and receipt of messaging devices, repaidsmaintenance associated with computer hardvare a
software, insurance and bank fees associated @ditbbx and other activities. The largest componehtke
reduction in other expense in 2004 related to evsce of $2.2 million and express mail and suppbtsof
$2.4 million. The reduction related to insurancpense was due primarily to lower premiums in theent
year. The reduction in express mail and supplies duee to fewer shipments of messaging devicegesui
of lower numbers of units in servic

Depreciation, Amortization and AccretiorDepreciation, amortization and accretion expedseseased to
$107.6 million for the year ended December 31, 200¢h $129.7 million for the same period in 200BeTdecrease
in depreciation, amortization and accretion exparis22.1 million between 2003 and 2004 primarityisisted of
the following (a) a reduction of $11.0 million dteefully depreciated paging infrastructure asskjsa(reduction of
$0.7 million due to the change in the expecteduldiéé of the Arch paging infrastructure, (c) arciease of
$1.9 million due to addition of Metrocall’'s pagingfrastructure as of November 16, 2004, (d) an $hiillion
reduction in depreciation expense primarily dutoteer paging device depreciation resulting fromuest
subscribers and (e) a $0.7 million reduction irratien expense due to the change in timing of #peeted
deconstruction of the combined paging network Btfiacture.

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

Severance and RestructuringSeverance expenses decreased from $16.7 miilia@03 to $11.9 million in
2004 primarily because of staff reductions undemtally the Company in conjunction with its mergethwi
Metrocall. Restructuring charges of $11.5 milliond&3.0 million for 2003 and 2004, respectivelyate to certain
lease agreements for transmitter locations. Urtdetdrms of these agreements, USA Mobility is neglito pay
minimum amounts for a designated number of transenlitcations. However, the Company determined the
designated number of transmitter locations wemxiess of current and anticipated needs and céasseé these
locations. The remaining balance of this accruakiility for lease obligation costs of $3.5 millievill be paid over
the next two quarters.

Interest Expense.Interest expense decreased to $6.4 million ferygrar ended December 31, 2004 from
$19.8 million for the same period in 2003. Thisase was due to the repayment of Arch’s 12% rastdday 28,
2004 partially offset by $1.2 million of expenseasiated with the $140.0 million of debt incurredpartially fund
the cash election to former Metrocall shareholdeeccordance with the terms of the merger agreen@m
December 20, 2004, USA Mobility repaid $45.0 milliof the $140.0 million and made additional priraip
payments subsequent to December 31, 2004 of $28i&mnthrough March 1, 2005.

Income Tax ExpenseFor the years ended December 31, 2003 and Dece8hp2004, the Company
recognized income tax provisions of $5.3 milliord&16.8 million, respectively. As described in Natef the
Notes to Consolidated Financial Statements, theségions were restated to include adjustmentsai® NOLS, ¢
change in the expected applicable tax rate, theection of errors made concerning the tax basdepfeciable and
amortizable assets some of which were subjechtibdiions imposed by the IRC and other miscellaseou
adjustments. See Note 7 of the Notes to Consotidaiteancial Statements for a detailed discussigh@provision
calculations and the associated applicable tasratee Company anticipates recognition of provisifor income
taxes to be required for the foreseeable future.
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Liquidity and Capital Resources
Overview

Based on current and anticipated levels of oparafidSA Mobility anticipates net cash provided Ipe@ting
activities, together with the $37.5 million of cashhand at December 31, 2005, should be adequateet
anticipated cash requirements for the foreseealles.

In the event that net cash provided by operatitiyiies and cash on hand are not sufficient to nfigteire cast
requirements, the Company may be required to reglacmed capital expenditures, sell assets or adéitional
financing. USA Mobility can provide no assurancattteductions in planned capital expenditures ocg@eds from
asset sales would be sufficient to cover shortfalesvailable cash or that additional financing Vaoloe available on
acceptable terms.

The Company’s net cash flows from operating, inmgsand financing activities for the periods indezhin the
table below were as follows:

Year Ended December 31 Increase/
2003 2004 2005 (Decrease)
(Dollars in thousands)
Net cash provided by operating activit $181,24¢ $114,26! $139,25: $ 24,98¢
Net cash used in investing activiti $ (21,989 $(133,72) $ (13,04 $(120,67¢)
Net cash provided by (used in) financing activi $(161,86) $ 31,87( $(135,65() $ 167,52¢

Net Cash Provided by Operating Activitieg\s discussed above, USA Mobility is dependentash flows
from operating activities to meet its cash requiata. Cash from operations varies depending onggsain various
working capital items including deferred revenwessounts payable, accounts receivable, prepaichsgseand
various accrued expenses. The following table ohesuthe significant cash receipt and expenditungpoments of
the Company’s cash flows from operating activifasthe periods indicated, and sets forth the cedregween the
indicated periods (dollars in thousands):

Year Ended December 31

2004 2005 Increase/(Decrease

Cash received from custome $492,71(  $611,77¢ $ 119,06¢
Cash paid fo—

Payroll and related expens 132,67. 160,90: 28,23(

Lease payments for tower locatic 96,28¢ 127,73¢ 31,45¢

Telecommunications expens 37,29( 49,04° 11,757

Interest expens 6,96¢ 2,41z (4,559

Other operating expens 105,23: 132,42! 27,19:

378,44! 472,52! 94,08(

Net cash provided by operating activit $114,26! $139,25: $ 24,98¢

Net cash provided by operating activities for tlvelye months ended December 31, 2005 increased
$25.0 million from the same period in 2004 due priity to the following:

* Cash received from customers increased $119.lomilti 2005 compared to the same period in 2004 Thi
measure consists of revenues and direct taxes billeustomers adjusted for changes in accountiviadale,
deferred revenue and tax withholding amounts. Theease was due primarily to revenue increases of
$128.4 million, as discussed earlier, a lower desean accounts receivable of $1.9 million in 260Bpared
to $11.7 million in 2004, and a lower decreasedfetred revenues and other amounts of $1.6 millidwe.
change in accounts receivable was due to highlardsiresulting from more units in service and t@gh
revenue, which were a result of the merger withrivtsll.
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» Cash payments for payroll and related expensesased $28.2 million due primarily to greater pdyrol
expenses of $17.1 million related to the mergehWetrocall and higher severance expenses of $8li6m
as discussed above, plus $4.5 million relatedd¢eritives and other payroll amour

* Lease payments for tower locations increased &3ill®n. This increase was due primarily to paynsefur a
greater number of locations resulting from the reergith Metrocall.

» Cash used for telephone related expenditures isede®11.8 million in 2005 compared to the sameopédri
2004. This increase was due primarily to factoespnted above in the discussions of service, rantil
maintenance expense and general and administexpanses

» The decrease in interest payments for the twelveatinsoended December 31, 2005 compared to the same
period in 2004 was due to the repayment of Arc@%hotes in May 2004. From June 2004 through
November 16, 2004 the Company had no -term debt outstanding. On November 16, 2004 USAilty
borrowed $140.0 million to partially fund a portiofthe cash election in conjunction with the merdreior tc
December 31, 2004, the Company repaid $45.0 mibigorincipal and subsequent to December 31, 2004 a
through December 31, 2005 repaid $95.0 millionraig@pal. On August 22, 2005, USA Mobility repaluet
remaining balance on its bank credit facility iti Batisfaction of its bank debt obligatic

 Cash payments for other expenses primarily inchegairs and maintenance, outside services, facéitys,
taxes and permits, office and various other expenBee increase in these payments was primariggelto
higher payments for outside services of $14.1 arilltaxes and permits of $6.5 million and repaid a
maintenance expense of $6.4 million. The increashese payments was primarily due to the merggr wi
Metrocall.

Net Cash Used In Investing Activitie®Net cash used in investing activities in 2005rdased $120.7 million
from the same period in 2004 due primarily to relaag the Metrocall merger in 2004 as previouslcdssed, and
lower capital expenditures. The merger of the tempanies provided additional messaging devicesvailyp for
reduced capital expenditures. USA Mobility’s busseequires funds to finance capital expenditwbich
primarily include the purchase of messaging devisgstem and transmission equipment and informatystems.
Capital expenditures for 2005 consisted primarflyhe purchase of messaging devices and expenslitatated to
transmission and information systems and othempegent, offset by the net proceeds from the satsttodr assets.
The amount of capital USA Mobility will require the future will depend on a number of factors, udahg the
number of existing subscriber devices to be replattes number of gross placements, technologiocagldpments,
total competitive conditions and the nature andrignof the Company'’s strategy to integrate and oldate its
networks. USA Mobility anticipates its total capigpenditures for 2006 to be between $15 and $flibmand
expects to fund such requirements from net castiged by operating activities. Investing activitias2005
consisted primarily of capital expenditures of &l@illion net of proceeds from the sale of tangidsets of
approximately $0.2 million.

Net Cash (Used In) Provided By Financing ActivitieNet cash (used in) provided by financing actbatin
2005 increased $167.5 million from the same peirnd2D04. In November 2004 as discussed above, dinep@ny
borrowed $140.0 million primarily to fund a portiofithe cash consideration related to the Metraualtger. The
Company’s use of cash in 2005 related primarilgriacipal repayments of these borrowings. In 2008A
Mobility used $60.0 million of net cash provided dyyerating activities to redeem Arch’s 12% noted an
$3.1 million for the purchase of treasury shares.

Cash Distributions to ShareholdersThe Board of Directors of USA Mobility declaredjpecial one-time cash
distribution of $1.50 per share on November 2, 20dth a record date of December 1, 2005, and anpay date of
December 21, 2005. This cash distribution was framh available cash on hand.

Borrowings. At December 31, 2004, the Company had aggregateipal amount of borrowings outstanding
under its credit agreement of $95.0 million. Durthg first three quarters of 2005, the Companyicefiee
remaining balance of $95.0 million on its bank dréatility in full satisfaction of its bank debbtigation. As of
December 31, 2005, the Company had no materiabtvangs or associated debt service requirements.
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Commitments

Contractual Obligations. As of December 31, 2005, USA Mobility’s contraatpayment obligations under its
long-term debt agreements and operating leasesffoe and transmitter locations are indicatedhie table below.
For purposes of the table below, purchase obligataye defined as agreements to purchase goodsvires that
are enforceable and legally binding and that sgedifsignificant terms, including: fixed or minimuquantities to
be purchased; fixed, minimum or variable pricingyisions; and the approximate timing of transadiorhese
purchase obligations primarily relate to certaiepgbone expenses. The amounts are based on thea@gis\p
contractual commitments; however, it is possibl the Company may be able to negotiate lower pajsrikit
chooses to exit these contracts before their expiraate.

Payments Due By Period

Less Thar More Than
Total 1 Year 1-3 Years 3-5 Years 5 Years
(Dollars in thousands)

Long-term debt obligations and accrued inte $ 13 3 13 % —  $ — 3 —
Operating lease obligatiol 184,91« 68,87( 99,73¢ 15,091 1,20¢
Purchase obligatior 37,02¢ 19,30« 17,722 — —
Other GAAP liabilities 15,217 5,294 5,563 1,004 3,38¢
Total $237,17( $93,48. $122,99! $16,100 $ 4,59¢

Other Commitments.USA Mobility has a commitment to fund annual célsw deficits, if any, of GTES, LL(
(“GTES"), a company in which it has a majority owstap interest, of up to $1.5 million during thétial threeyear
period following the investment date of February 2004. Funds may be provided to GTES in the fofiwagpital
contributions or loans. No funding has been reglineough December 31, 2005.

Off-Balance Sheet Arrangement&lSA Mobility does not have any relationships witiconsolidated entities
or financial partnerships, such as entities ofefarred to as structured finance or special purposiées, which
would have been established for the purpose dlititgig off-balance sheet arrangements or othetrestually
narrow or limited purposes. As such, the Compampisexposed to any financing, liquidity, marketcoedit risk
that could arise if it had engaged in such relatiips.

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 it leases transmission towgssiDuring the year ended December 31, 2005, timep@ny paid
$23.6 million and $10.2 million, respectively, teese landlords for rent expenses. Each directordased himself
from any discussions or decisions the Company makeasatters relating to the respective vendor foictv he
serves as a director.

Inflation

Inflation has not had a material effect on USA Mityis operations to date. System equipment andatpey
costs have not increased in price and the priceéireless messaging devices has tended to declirecént years.
This reduction in costs has generally been refteatdower prices charged to subscribers who pigetiheir
wireless messaging devices. The Company’s genpegihting expenses, such as salaries, lease payfoents
transmitter locations, employee benefits and oceapaosts, are subject to normal inflationary puess.
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Application of Critical Accounting Policies

The preceding discussion and analysis of finarmmatition and results of operations are based o US
Mobility’s consolidated financial statements, whitdive been prepared in conformity with accountinggiples
generally accepted in the United States of Amefite preparation of these financial statementsiregu
management to make estimates and judgments tleat #fie reported amounts of assets, liabilitiezemees,
expenses and related disclosures. On agaamg basis, the Company evaluates estimates @udhasions, includin
but not limited to those related to the impairmefibng-lived assets, allowances for doubtful actewand service
credits, revenue recognition, asset retiremengakibns, restructuring and severance accrued gwriiies and
income taxes. Management bases their estimatestmital experience and various other assumptioaisare
believed to be reasonable under the circumstattoesesults of which form the basis for making jomignts about
the carrying values of assets and liabilities. Attesults may differ from these estimates undiéemint
assumptions or conditions.

USA Mobility believes the following critical accoting policies affect its more significant judgmeatsd
estimates used in the preparation of its consa@difihancial statements.

Impairment of Long-Lived Assets

In accordance with SFAS No. 144ccounting for the Impairment or Disposal of Longdd Assets
(“SFAS No. 144", the Company is required to evaduhe carrying value of its long-lived assets eadain
intangible assets. SFAS No. 144 first requiressaessment of whether circumstances currently exigth suggest
the carrying value of long-lived assets may notdmoverable. At December 31, 2005, the Companydidelieve
any such conditions existed. Had these conditiaises, the Company would have assessed the reuiligr of
the carrying value of its lonlived assets and certain intangible assets basedtonated undiscounted cash flow:
be generated from such assets. In assessing theerability of these assets, the Company would Ipaogcted
estimated enterprise-level cash flows based omwamperating assumptions such as average revenumip,
disconnect rates, and sales and workforce prodtyctatios. If the projection of undiscounted cdistws did not
exceed the carrying value of the long-lived as$¢&A Mobility would have been required to recordimpairment
charge to the extent the carrying value exceededbihvalue of such assets.

Intangible assets were recorded in accordanceSHRS No. 141 and are being amortized over periods
generally ranging from one to five years. Goodwills also recorded in conjunction with the Metrooadirger.
Goodwill is not amortized but will be evaluated forpairment at least annually, or when events @muochstances
suggest a potential impairment may have occurredctordance with SFAS No. 142podwill and Other
Intangible Asset(“SFAS No. 142"),USA Mobility has selected the fourth quarter tofpem this annual impairme
test. SFAS No. 142 requires the comparison ofdirevhlue of the reporting unit to its carrying amoto determine
if there is potential impairment. If the fair valo&the reporting unit is less than its carryinduea an impairment
loss is required to be recorded to the extenttti@aimplied value of the goodwill within the repag unit is less
than the carrying value. The fair value of the réipg unit will be determined based upon discourtgash flows,
market multiples or appraised values as appropriate

Allowances for Doubtful Accounts and Service Creslit

USA Mobility records two allowances against itsgg@ccounts receivable balance: an allowance fduttid
accounts and an allowance for service credits.iBians for these allowances are recorded on a rhobé#sis and
are included as a component of general and admatiist expense and a reduction of revenue, resgdgti

Estimates are used in determining the allowancddabtful accounts and are based on historicagéctidn
experience, current trends and a percentage @fdt®unts receivable aging categories. In determithiase
percentages, the Company reviews historical wiftg-oncluding comparisons of write-offs to provisis for
doubtful accounts and as a percentage of revebl&%.Mobility compares the ratio of the allowancegtoss
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receivables to historical levels and monitors ant®eollected and related statistics. The allowdoceoubtful
accounts was $3.8 million and $3.6 million at Deben31, 2004 and 2005, respectively. While writs-of
customer accounts have historically been withinGbenpany’s expectations and the provisions estadafiSUSA
Mobility cannot guarantee that future write-off exignce will be consistent with historical expedenwhich could
result in material differences in the allowancedoubtful accounts and related provisions.

The allowance for service credits and related [gions is based on historical credit percentagesetucredit
and aging trends and actual credit experience Cldrepany analyzes its past credit experience owaraktime
frames. Using this analysis along with current aienal data including existing experience of ciedisued and tf
time frames in which credits are issued, the Competablishes an appropriate allowance for sewiedits. The
allowance for service credits was $4.5 million &34 million at December 31, 2004 and 2005, re$yelgt While
credits issued have been within the Company’s dagieas and the provisions established, USA Magbd#nnot
guarantee that future credit experience will bestsirnt with historical experience, which couldufes material
differences in the allowance for service creditd selated provisions.

Revenue Recognition

Revenue consists primarily of monthly service artal fees charged to customers on a monthly, ejyart
semi-annual or annual basis. Revenue also incliltesale of messaging devices directly to custouedsother
companies that resell the Company’s services. dnralance with the provisions of Emerging IssuekFasce
Issue No. 00-21Revenue Arrangements with Multiple Deliverabl€EITF No. 00-21"), the Company evaluated
these revenue arrangements and determined thaeparate units of accounting exist, messagingaerevenue
and product sale revenue. Accordingly, effectivig 112003, the Company recognizes messaging sereieenue
over the period the service is performed and reedram product sales is recognized at the timehigfrsent. The
Company recognizes revenue when four basic critene been met: (1) persuasive evidence of anganaent
exists, (2) delivery has occurred or services regaig3) the fee is fixed or determinable and @lectibility is
reasonably assured. Amounts billed but not meetiage recognition criteria are deferred until allifcriteria have
been met. The Company has a variety of billingrayeanents with its customers resulting in defereagdnue in
advance billing and accounts receivable for billimgrrears arrangements

Asset Retirement Obligations

The Company adopted the provisions of SFAS No. A48punting for Asset Retirement Obligatioffs,
SFAS No. 143"), in 2002. SFAS No. 143 requiresrgeognition of liabilities and corresponding asdetsuture
obligations associated with the retirement of as$¢EA Mobility has network assets that are locatedeased
transmitter locations. The underlying leases gdiyarequire the removal of equipment at the entheflease term,
therefore a future obligation exists. The Compaay tecognized cumulative asset retirement coskd ¢ million
at both December 31, 2004 and 2005. Network absets been increased to reflect these costs andaation is
being recognized over their estimated lives whatnge between one and nine years. Depreciation tiaateyn and
accretion expense in 2005 included $3.5 millioated to depreciation of these assets. The asgeiment costs,
and the corresponding liabilities, that have besmorded to date generally relate to either cunpkanis to consolida
networks or to the removal of assets at an estuhfatere terminal date.

At December 31, 2004 and 2005, accrued expenskslett$3.4 million and $3.6 million, respectivedf,asse
retirement liabilities related to USA Mobility’sfefts to reduce the number of networks it operatéser long-term
liabilities included $11.0 million and $9.9 milliprespectively, related primarily to an estimatassgets to be
removed through 2013. The primary variables assetiaith these estimates are the number of tratermiand
related equipment to be removed, the timing of reathaand a fair value estimate of the outside @mtor fees to
remove each asset. In November 2004, this liabileg increased to reflect the merger with Metrogad the
increased transmitters acquired, the extensioheoétonomic life of the paging network and the Canys plans t
rationalize the Arch two-way network in 2005.

The long-term cost associated with the originakasment, the additional amount recorded due t¥tteocall
merger, and the change in estimated removal cosidirefinements due to the Metrocall merger wiltrete to a
total liability of $24.4 million through 2013. Theecretion will be recorded on the interest method
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utilizing a 24% discount rate for the original asseent and 13% for the 2004 incremental estima&tes.estimate
based on the transmitter locations remaining &f@A Mobility has consolidated the number of netwmitkoperate
and assumes the underlying leases continue tonkeevesl to that future date. Depreciation, amorta#ind
accretion expense in 2003, 2004 and 2005 inclu@e@i iillion, $2.2 million and $2.9 million, respeatly, for
accretion expense on the asset retirement obligéébilities.

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

Severance and Restructuring Accrued Liabilities

From time to time, the Company ceases to use oddailities, such as office buildings and trangenit
locations, including available capacity under dertggreements, prior to expiration of the undexyiiease
agreements. Exit costs are reviewed in each oéthigsumstances on a case-by-case basis to detewhigther a
restructuring charge is required to be recordeatoordance with SFAS No. 148¢counting for Costs Associated
with Exit or Disposal Activities(* SFAS No. 146). The provisions of SFAS No. ¥éfuire the Company to record
an estimate of the fair value of the exit costslasn certain facts, circumstances and assumpiiiading
remaining minimum lease payments, potential subl@some and specific provisions included in thdertying
lease agreements.

Also from time to time, the Company will announeenganization plans that may include eliminatingifions
within the Company. Each plan is reviewed to deteemvhether a restructuring charge is requiredetozorded in
accordance with SFAS No. 146. The provisions of S®0. 146 require the Company to record an estifatee
fair value of any termination costs based on ceffiaits, circumstances and assumptions, inclugegiic
provisions included in the underlying reorganizatgan.

Subsequent to recording such accrued liabilitibanges in market or other conditions may resuthimnges to
assumptions upon which the original reserves wererded that could result in an adjustment to ¢éisenves and,
depending on the circumstances, such adjustmeid beumaterial.

Income Taxes

The preparation of consolidated financial statesé@ntonformity with generally accepted accounting
principles requires the Company to make estimatdsaasumptions that affect the reported amourg>efelated
assets and liabilities and income tax provisiore Tompany assesses the recoverability of its eféax assets ¢
an ongoing basis. The assessment is required éonciee whether based on all available evidends,ntore likely
than not that all the Company’s net deferred inctameassets will be realized in future periods.sTdgsessment
requires significant judgment. USA Mobility doest mecognize current and future tax benefits uhis probable
that its tax positions will be sustained.

During 2002, Arch established a valuation allowaagainst its net deferred tax assets existing @ritergence
from bankruptcy because, based on information abtglat that time, it was considered unlikely thefierred tax
assets would be realized. However, during the quarided December 31, 2003, Arch management egdlnatv
facts and, based on operating income for the prioryears, repayment of notes well ahead of scleecaidi
anticipated operating income and cash flows farriiperiods, concluded it was more likely thanthat deferred
tax assets would be realized. Accordingly, Arch agament determined it was appropriate to releasgatuation
allowance. Because operational results for the grded December 31, 2005 were consistent with Arch
management’s previous assessment, and becausertiagy’s anticipated results including additiommremental
income to be generated due to the merger with Malkao valuation allowance against deferred sets is
required as of December 31, 2005.

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

The Company discovered that its 2003 deferred sagtavas originally miscalculated due to errohatax
bases of assets both in the gross statement af &agiin relation to limitations imposed by the IRGich may
restrict certain depreciation and amortization egge The Company’s restatement includes adjustnetite 2003
and 2004 deferred tax assets to reflect the cooreof these and other miscellaneous matters.

Under the provisions of SFAS No. 108;counting for Income Taxe&nd related interpretations, reductions in
a deferred tax asset valuation allowance thatexias of the date of fresh start accounting asednedited against
an asset established for reorganization value éeexof amounts allocable to identifiable asskés) to other
identifiable intangible assets existing at the ddtfresh start accounting and then, once thesstsahave been
reduced to zero, credited directly to additionatiga capital. The release of the valuation allos@ameduced the
carrying value of intangible assets by $2.3 millaord $13.4 million for the sevanenth period ended December
2002 and the year ended December 31, 2003, regglycthfter reduction of intangibles recorded imganction
with fresh start accounting, the remaining reductid the valuation allowance of $195.9 million wasorded as an
increase to stockholders’ equity as of Decembef8@3.

In USA Mobility management’s judgment, the Companynore likely than not to utilize its net deferraot
assets of $226.0 million through reductions inltalilities in future periods. However, recoverydiependent on
achieving the Company’s forecast of future operpiiitome over a protracted period of time. As ot&aber 31,
2005, the Company would require approximately $618illion in cumulative future operating incomelte
generated to utilize its net deferred tax asse®A Wobility will review its forecast in relation tactual results and
expected trends on an ongoing basis. Failure t@eelthe operating income targets may change tesament
regarding the recoverability of the Company’s refiedred tax assets and such change could resaulatuation
allowance being recorded against some or all ofl#ferred tax assets. Any increase in a valuatiowance would
result in additional income tax expense, reducedksiolders’ equity and could have a significant &cipon the
Company’s earnings in future periods.

In accordance with provisions of the IRC, Arch weguired to apply the cancellation of debt incomisirag in
conjunction with its plan of reorganization agaitast attributes existing as of its emergence framkouptcy date.
The method utilized to allocate the cancellatiod@lft income is subject to varied interpretatiohta® law and it
has a material effect on the tax attributes remgiaifter allocation, and thus the Companfyiture tax position. As
result of the method used to allocate cancellatfoshebt income, Arch had no net operating lossesneing and th
tax bases of certain other tax assets were recagcetithe May 29, 2002 date of emergence from thepr 11
proceedings. Other methods of allocating the céateah of debt income are possible based on diffiere
interpretations of tax law and if such other methere applied, the amount of deductions availabtgfset future
taxable income might be further limited, possitdgulting in an increased income tax liability.

Recent and Pending Accounting Pronouncements

New Accounting Pronouncements In May 2005, the Financial Accounting StandaBdsird (“FASB”)issuec
SFAS No. 154Accounting Changes and Error Correction6SFAS No. 154"), that supersedes Accounting
Principles Board (“APB”Opinion No. 20 and SFAS No. 3. This statement meguietrospective application to pr
periods’ financial statements of a voluntary chaimgaccounting principle, due to accounting chareyes
corrections of errors made in fiscal years begigmifier December 15, 2005. Management does notexpe
SFAS No. 154 to materially affect the reported atiens, cash flows, or financial position of thenGaany.

In December 2004 the FASB issued a revision of SRAS123,Accounting for Stock Based Compensation
(“SFAS No. 123R"). SFAS No. 123R supersedes APBn@pi No. 25 Accounting for Stock Issued to Employges
and its related implementation guidance. SFAS R8Rlestablishes standards for the accountingdoséctions in
which an entity exchanges its equity instrumentgfimds or services. It also addresses transadtiomkich an
entity incurs liabilities in exchange for goodsservices that are based on the fair value of thig/enequity
instruments or that may be settled by the issuahtdgose equity instruments. SFAS No. 123R focysasarily on
accounting for transactions in which an entity ai@mployee services in share-based payment tmss
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SFAS No. 123R does not change the accounting gogdfam share-based payment transactions with gastleer
than employees provided in SFAS No. 123 as oriyinssued and EITF Issue No. 96-¥&;counting for Equity
Instruments That Are Issued to Other Than Emplofee&cquiring, or in Conjunction with Selling, Gd® or
Services.

The SEC adopted a rule that defers the effectite dlaSFAS No. 123R until the beginning of thetfiiscal
year beginning after June 15, 2005. AccordinglyG@oenpany will adopt SFAS 123R effective Januar2006.
Management does not expect SFAS No. 123R to mbyeaiéect the reported results of operations, céshs or
financial position of the Company.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
At December 31, 2005, USA Mobility’s outstandingbtiénancing has been fully repaid.

ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARYDATA

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

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

There are no reportable events.

ITEM 9A. CONTROLS AND PROCEDURE!
Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participatiomof management, including our principal executffeer
and principal financial officer, we conducted amleration of the effectiveness of our disclosuretama and
procedures, as such term is defined under Rulelf8a}promulgated under the Securities Exchange Act 8#18s
amended. Based on this evaluation, and due to #terial weaknesses in our internal control ovearfirial
reporting as described below in Management’s Repothternal Control over Financial Reporting, puncipal
executive officer and our principal financial officconcluded that our disclosure controls and o were not
effective as of the end of the period covered ly @imnual report.

Notwithstanding the material weaknesses descriletmi\y we believe our consolidated financial statetsie
presented in this Annual Report on Form 10-K famtgsent, in all material respects, the Comparngancial
position, results of operations and cash flowsafbperiods presented herein, in conformity witingelly accepted
accounting principles.

Management’s Report on Internal Control Over Finandal Reporting
Management is responsible for establishing and taiaiimg adequate internal control over financigasing.

Internal control over financial reporting refersat@rocess designed by, or under the supervisioouofchief
executive officer and chief financial officer, aeffected by our board of directors, managementadiner personne
to provide reasonable assurance regarding théiéleof financial reporting and the preparatiohfimancial
statements for external purposes in accordancegeitlerally accepted accounting principles, andiohes those
policies and procedures that:

(1) Pertain to the maintenance of records tha¢@sonable detail accurately and fairly reflect the
transactions and dispositions of the assets of MBAility;

(2) Provide reasonable assurance that transa@men®corded as necessary to permit preparation of
financial statements in accordance with generalbepted accounting principles, and that receipds an
expenditures are being made only in accordanceaithorizations of management and members of thedbo
of directors of USA Mobility; and
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(3) Provide reasonable assurance regarding prewveotitimely detection of unauthorized acquisitinge
or disposition of our assets that could have a n@dteffect on the financial statements.

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

Management evaluated the effectiveness of ourniate@ontrol over financial reporting as of Decem®gy
2005, using the criteria set forth in the reporthaf Treadway Commission’s Committee of Sponsoring
Organizations (COSO)nternal Control — Integrated Framework

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

As a result of the evaluation, management ideutifiee following material weaknesses in our inteamaitrol
over financial reporting. Specifically, managememtcluded as of December 31, 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 defsdrincome tax balances; the Company lacked efiectimtrols to
accurately determine the effective overall incomeraite to use in tax provision computations; toenfany 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 Btidins. This control deficiency resulted in theagmment 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 paidgitataand goodwill accounts. Additionally, this ¢ool deficiency
could result in a misstatement of the aforementicaecounts that would result in a material misstatat to the
annual or interim consolidated financial stateméimés would not be prevented or detected. Accotgling
management determined that this control deficianmnstitutes a material weakness.

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

Specifically, the Company lacked effective colstito ensure state and local transactional taregjding
surcharges and sales and use taxes, were com@attlccurately recorded in accordance with gelyeaatepted
accounting principles. This control deficiency tésdi in the restatement of the Company’s consdididihancial
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 aforementicaecounts that would result in a material misstatat to the
annual or interim consolidated financial stateméimés would not be prevented or detected. Accotgling
management determined that this control deficiarmnstitutes 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 &mrtain asset groups when calculating depreciakpense and
(i) timely preparation and review of account recitintions and analyses, and manual journal entakded 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 audit adjustments to the Company’s 2005
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financial statements to correct depreciation expermsl accumulated depreciation balances. Addifigrthis
control deficiency could result in a misstatemefithe aforementioned accounts that would resudt material
misstatement to the annual or interim consolidéitexhcial statements that would not be preventededected.
Accordingly, management determined that this comteficiency constitutes a material weakness.

4. The Company did not maintain effective controlg dive 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 conststeapply theil
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
Company’s consolidated financial statements for22@003 and 2004, each of the first three intergriqals in 2004
and 2005 and audit adjustments to the Company's #fi@ncial statements to correct the asset reérgroost and
asset retirement obligation and the related deptieai, 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 consolidéiteahcial statements that would not be preventedietected.
Accordingly, management determined that this comteficiency constitutes a material weakness.

As a result of these material weaknesses, managemeaciuded we did not maintain effective interoahtrol
over financial reporting at December 31, 2005 basethe criteria innternal Control — Integrated Framework
issued by the COSO.

Management's assessment of the effectiveness @dhgany’s internal control over financial repogtias of
December 31, 2005, has been audited by Pricewatsel@mopers, LLP, an independent registered putdiouating
firm, as stated in their report which appears trerei

Management’'s Remediation Initiatives

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

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

« We have engaged an experienced third party comsukaowledgeable i8FAS No. 109Accounting for
Income Taxe, and related guidance to supplement Company ressim the preparation and analysis of
the income tax provision and related deferred inetax accounts

« We have increased our tax support staff by hirmgxgerienced senior tax manager to analyze, review
and approve the income tax provision calculatiefated deferred income tax accounts and income tax
payable accounts, to monitor the differences betvilee income tax basis and the financial reportiagj:
of assets and liabilities and to reconcile effesdiinthe deferred income tax balances;

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

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

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

« We have wholly dedicated a tax director and suppgstaff to focus solely on state and local
transactional taxes. The tax director and relataff eceive periodic updates of changes in statklacal
transactional rates from a third party provider apdate the Company’s billing system with this
information.
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(3) With respect to the material weakness in cdstwger the completeness and accuracy of
depreciation expense and accumulated depreciation:

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

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

(4) With respect to the material weakness in cdawwer the completeness, accuracy and valuation of
asset retirement cost, asset retirement obligatiahthe related depreciation, amortization andegicer
expenses:

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

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

Notwithstanding such efforts, the material weakasstescribed above will not be remediated untihihe
controls operate for a sufficient period of timalamne tested to enable management to concludéhhabntrols are
effective.

Management will consider the design and operatifegveness of these actions and will make anyngha
management determines appropriate.

Changes in Internal Control Over Financial Reporting

Except for items (1) and (2) above in ManagemdRémediation Initiatives, there were no changeén t
Company’s internal control over financial reportithgring the three months ended December 31, 2G0%tve
materially affected, or are reasonably likely tatenally affect, the Company’s internal control o¥i@ancial
reporting.

ITEM 9B. OTHER INFORMATION

None.

PART IlI

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS

Directors
Set forth below is certain information, as of M&; 2006, for each member of the Board:

Royce Yudkoffage 50, became a director and chairman of thedBoaNovember 2004. He is a member of the
Audit Committee of the Board. Prior to the mergeEMetrocall and Arch in November 2004, Mr. Yudkdiid been
a director of Metrocall since April 1997, and haa&d as its chairman since February 2003. Mr. ¥ifdk the
Managing Partner of ABRY Partners, LLC, a privageigy investment firm which focuses exclusivelythe media
and communications sector. Prior to co-founding ABR 1989, Mr. Yudkoff was a partner at Bain & Coamy, an
international management consultancy firm wherehaed responsibility for Bain’s media practice. Madkoff
currently serves on the board of directors of ABRaftners, LLC, Muzak LLC, Talent Partners and Naxst
Broadcasting Group, and is the chairman of thedo&directors of Penton Media, Inc., and is a mendd its
Compensation Committee and Governance CommitteeY Mikoff was a director of Metrocall at the timkits
filing in June of 2002 of a petition under Chaptérof the Bankruptcy Code.

Vincent D. Kelly, age 46, became a director, President and Chefiive Officer (“CEQ”) of the Company in
November 2004 when USA Mobility was formed throudlge merger of Metrocall and Arch. Prior to the negrgf
Metrocall and Arch, Mr. Kelly was appointed Presitland CEO of Metrocall in February 2003 where gisor to
assuming this role, he was Chief Operating Offi€dief Financial Officer, and Executive Vice Presitlof
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Metrocall. He served as the Treasurer of Metrdtath August 1995 to February 2003, and serveddigeator of
Metrocall from 1990 to 1996 and from May 2003 tovidmber 2004. Mr. Kelly currently serves on the loair
directors of Penton Media, Inc., where he is chairraf the Audit Committee, and GTES, LLC, wherdsha
member of the Compensation Committee. GTES, LL&nsajority-owned subsidiary of USA Mobility, Inc.
Mr. Kelly was an executive officer of Metrocallthie time of its filing of a petition under Chapfter of the
Bankruptcy Code.

David Abrams age 45, became a director of the Company in N&eer2004. He is a member of the
Compensation Committee of the Board. Since NoverhB88, Mr. Abrams is a managing member of Abrams
Capital, LLC, an investment firm whose affiliatesne stockholders of Arch prior to its merger witletkbcall.
Abrams Capital, LLC and its affiliates own in exs@s 10% of Global Signal, Inc., formally Pinnaéleldings, Inc.
where Mr. Abrams has been a director since OctdB@2. Global Signal is the Company’s largest lardifor its
transmission tower sites. Because of this relakigmdvr. Abrams has and will continue to recuse $ethfrom any
discussion or decision by the Company’s board oftersarelating to Global Signal.

James V. Continenzage 43, became a director of the Company in Ntveerd004, and is the chairman of the
Compensation Committee and a member of the Nomigiaind Governance Committee. Prior to the merger of
Metrocall and Arch, Mr. Continenza had been a deof Arch since 2002. He is currently a direaddMAXIM
Crane Works, Inc., where he serves as chairmameofbmpensation Committee. He is also a direct& Gf
Marine Ventures, LLC. Mr. Continenza was a direcbMicrocell Telecommunications, Inc. from May Z)t
November 2004, where he served on the Compengatiommittee. From September 2002 to June 2
Mr. Continenza was a director, President and CEDetifjent, Inc., a provider of fixed-wireless brbadd services
that filed for bankruptcy protection in May 2001e Mias a director and COO of Teligent, Inc. from N2@p1 to
August 2002, and its senior vice president of egjatoperations from September 2000 to May 2001.@dntinenz
is an investor in Reaction Biology Corp. where Eristano is chairman of the board.

Nicholas A. Gallopg age 73, became a director of the Company in Ntveer004. He is chairman of the
Audit Committee of the Board, and is also a menaf¢he Nominating and Governance Committee. Pddhé
merger of Metrocall and Arch, Mr. Gallopo had beedirector of Metrocall since October 2002. Mr. [Gpd is a
consultant and Certified Public Accountant. Heregtias a partner of Arthur Andersen LLP in 1998ra#tl years
with the firm. He had also served as a directddefvman Drug Company in 1995 to 1998, a directoNghtt
Corporation, formerly Hosposable Products, In@nfrl995 to 2001 where he also served as chairmtore gfudit
Committee, and a director of Bridge Information 8yss, Inc. from 2000 to 2002.

Brian O'Reilly, age 46, became a director of the Company in N&veer8004. He is chairman of the
Nominating and Governance Committee, and a menflibedCompensation Committee. Prior to the merd
Metrocall and Arch, Mr. O’Reilly had been a directd Metrocall since October 2002. He was with Trdoo
Dominion for 16 years beginning in 1986. During tiise there, Mr. O'Reilly served as a managing aive of
Toronto Dominion’s Loan Syndication Group, focusedthe underwriting of media and telecom loansn-1®96
to 2002, he served as the Managing Director oMkdia, Telecom and Technology Group with primary
responsibility for investment banking in the wirsdeand emerging telecom sectors.

Matthew Oristang age 50, became a director of the Company in N&eer2004, and is chairman of the
Compensation Committee and a member of the Compaydit Committee. Prior to the merger of Metroaid
Arch, Mr. Oristano had been a director of Arch si2002. Mr. Oristano has been the President and G3EQla
Inc., an investment management company, since X¥9%as served as chairman of the board and CER@adtion
Biology Corp., a contract biomedical research faimce March 2004, and is a member of the board$iefOristant
Foundation and Crystalplex Inc. He was the chairpfahe board and CEO of PeoeChoice TV Corp. from Api
1993 to September 1999.

Samme L. Thompsgmage 60, became a director of the Company in Noeer004 and is a member of the
Nominating and Governance Committee. Prior to tieeger of Metrocall and Arch, Mr. Thompson had ba
director of Arch since 2002. Mr. Thompson is thenewand president of Telit Associates, Inc., arfoial and
strategic consulting firm. He joined Motorola Coration as Vice President of Corporate Strategyly 1999 and
retired from Motorola as Senior Vice President ¢dl§al Corporate Strategy and Corporate Busines&Bpment
in March 2002. From June 2004 until August 2005, Mrompson was a member of the board of SpectrdBie
which
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was the landlord of a small percentage of the tdveersmission sites leased by the Company. Singrigti2005, h
has been a member of the board of American Tower,(vhich merged with SpectraSite), the Compasgtond
largest landlord of tower transmission sites. Owtimdis relationships with SpectraSite and Americawer,

Mr. Thompson has recused himself from any discussialecision by the Company’s board on matteegtireg to
SpectraSite, and has recused himself (since thgenef SpectraSite and American Tower) and willtoare to
recuse himself from any discussion or decisionhey@Gompany’s board on matters relating to Ameribawer.

Executive Officers

Executive officers of the Company serve at the qalea of the board of directors, subject in certaiges to the
provisions of their employment agreements. Sehfbelow is biographical information for each ex@abfficer of
the Company who is not also a director, as of M&y2D06.

Thomas L. Schilling.Mr. Schilling, 43, was appointed Chief Finand@dficer (“CFQO”) of the Company in
January 2005. Prior to joining the Company, Mr.ifiag was the CFO of Cincinnati Bell from 2002 August
2003. He had previously served as the CFO of CivatirBell's Broadwing Communications subsidiary and ove
its IT consulting services business unit from 26®2002. Mr. Schilling has more than 18 years wéficial and
operational management experience in the commumisaindustry, including positions with MCI, Indét covered
eight years, and four years with Sprint CommunaretiCo. LP. He has also served as CFO of Autotreatar

Peter C. Barnett. Mr. Barnett, 50, was appointed Chief Operatin§jg@f of the Company in June 2005; his
previous title was Chief Technology Officer. Hispensibilities include customer service, operatipnacedures,
logistics, inventory pager repair, RF engineering design, and field technical operations. Mr. B#irhas particuli
expertise in consolidating various functions arehting a variable cost structure for back officerations and
customer support. Prior to the merger of Metroaall Arch, Mr. Barnett was Chief Information Officand Senior
Vice President of Operations for Arch Wireless.rrb990 to 1995, prior to its acquisition by Archr.arnett wa
Vice President of Engineering at USA Mobile. He basr 25 years of experience in the wireless mdésgag
industry.

Scott B. Tollefsen.Mr. Tollefsen, 52, was appointed General Couns#ie Company in May 2005 and
Secretary in June 2005. Prior to joining the Conypar. Tollefsen was Senior Vice President, Gen@alinsel an
Secretary of SES Americom, Inc., a commercial Btgedervices provider, from December 2002 to J20@4. He
was Senior Vice President, General Counsel ancegaygrof Vivendi Universal Interactive Publishingith
America, Inc., the software publishing and disttiba unit of Vivendi Universal S.A., from 1999 t®@1. From
1986 to 1999, Mr. Tollefsen held various positiaith Hughes Communications, Inc., a commerciallbte
services provider, rising to Senior Vice Presid&dneral Counsel and Secretary. Prior to that thmeyas a partn:
in private law practice. Mr. Tollefsen has overy#ars of legal experience, chiefly related to mamthe legal and
regulatory affairs of leading operating companiethe communications industry.

James H. Boso.Mr. Boso, 58, was appointed Executive Vice Prsichf Sales in October of 2005. In this r
Mr. Boso is responsible for sales strategies, lassimlevelopment and the growth of USA Mobility’ssseging
products, including cellular, PCS and advanced aggsg solutions revenue. Prior to his current pasjtMr. Boso
was named Division President of the Western Saieisibn in November of 2004 with the merger of Arahd
Metrocall. He was Regional Vice President for thenttal Sales Region of Metrocall from July 1996iludbvembe
of 2004. Mr. Boso has over 10 years in the wirefaessaging industry and over 24 years in the
Telecommunications, Broadcast and Entertainmentsimigés including serving as Vice President, Breatic
Division of Bass Brothers, Senior Vice Presiderthvtorer Communications and the CEO of Spectronisi

Mark Garzone. Mr. Garzone, 46, was appointed Executive Vicesident of Marketing of the Company in
January 2006. Prior to joining the Company, Mr.Z8ae served as Vice President, Marketing at Nextel
Communications, Inc. from 2003 to 2005. He had jmesly served as Nextel's Senior Director of Mankgtfrom
1998 to 2002 and oversaw the marketing activityit®osouthern region. Mr. Garzone has 20 yearsless
marketing and customer lifecycle management expeeigvith over 10 of those years in the wirelessigtiy. He
was also Vice President/General Manager of MarketdDAmerica, a direct marketing advertising ageserving
the communications industry.
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Audit Committee

The Audit Committee, established in accordance ®ahtion 3(a)(58)(A) of the Securities Exchange éfct
1934, as amended (the “Exchange Act”), consistdedsrs. Gallopo, Oristano, and Yudkoff, each of mtis an
independent director as the term is defined in Ra@0(a)(15) of the NASD’s listing standards. TteaRl has
determined that Mr. Gallopo, who is the committeaianan, is an audit committee financial experthas term is
defined in the Exchange Act. The Audit Committed seven times during 2005. The Board has adoptédder
setting forth the structure, powers and respornsdslof the Audit Committee, which may be viewedioe on our
Web site atvww.usamobility.connder its charter, the responsibilities of this ooittee include:

« the appointment, compensation, retention and ayletrsif our independent registered public accourfiimgj;

* reviewing with the independent registered publiccamnting firm the plans and results of the audit
engagemen

* approving professional services provided by thepmhdent registered public accounting fi

* reviewing our critical accounting policies, our Arat and Quarterly reports on Forms 10-K and 10+@, @ur
earnings release

* reviewing the independence of the independenttexgid public accounting firm; ar

* reviewing the adequacy of our internal accountiogtmls and overseeing our ethics progr

Code of Ethics

USA Mobility has adopted a code of ethics that &ggto all of the Company’s senior officers inchglithe
principal executive officer, principal financialffer, accounting officer and controller. This camfeethics may be
found at www.usamobility.com. During the period eoed by this report the Company did not requesaigev of its
code of ethics and did not grant any such waivers.

ITEM 11. EXECUTIVE COMPENSATION

The following table sets forth the cash and norlir@snpensation paid on our behalf to our Chief Hiee
Officer and the other most highly compensated etkezwfficers of the Company (the “Named Execut®fficers”),
whose annual compensation equaled or exceededdR08s of December 31, 2005.

Summary Compensation Table

Long-Term Compensation

Annual Compensation Awards
Other Restricted Securities Payouts
For the Year Annual Stock Underlying LTIP All Other
Name and Ended Salary Bonus Compensation Awards Options Payouts Compensation(d)
Principal Position December31 _ ($)@) _($)(@)(b) %) ($)(©) (#) $) $)
Vincent D. Kelly 200= 600,00( — — 600,00((e) — — 4,892
President and Chi¢ 2004 558,19: 530,00( — — — — 1,002,22/(f)
Executive Officel 2002 511,50: 1,590,00! — — 60,00((g) — 4,30¢
Thomas L. Schilling(h 200t 288,46. 50,00( — 225,00((i) 2,075
Chief Financia 2004 — — — — — — —
Officer 2002 — — — — — — —
Peter C. Barne 200t 248,53¢ — — 187,50((j) — — 7,54¢€
Chief Operating 2004 218,67¢ 149,62! — 673,04:(Kk) — — 6,81Z
Officer 200z 210,01° 562,50( — 109,99'(k) — — 6,47
Scott B. Tollefsen(l 200t 143,26¢ 25,00( — 109,40((m) — — —
General Counst 2004 — — — — — — —
200z — — — — — — —
James H. Bos 200= 170,00( 20,00( — 85,00((n) — — 8,301
Executive Vice 2004 176,53t 70,00( — — — — 8,67¢
President of Sale 2002 170,00 115,00( — — — — 9,67¢
Mark Garzone(o 200t — — — — — — —
Executive Vice 2004 — — — — — — —
President of Marketin 2002 — — — — — — —
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(@)
(b)
(©
(d)
(€)

(f)
(9)

(h)

(i)

()

(k)

()

Unless otherwise indicated, represents amaaitsby the Company in 2005 or by Arch or Metrocadl
applicable, to each of the Named Executive Officethe year specifiec

Includes bonuses earned in the year indicated,hehgaid in the year indicated or the following rye

Represents restricted stock granted on Jug@05 under the USA Mobility, Inc. Equity Incenti?éan.
Amount of award based on the number of shares adardiltiplied by the closing stock price on theedait
award ($26.78)

Includes allocation of employer contributiorden the USA Mobility, Arch or Metrocall Savings and
Retirement Plans, travel and phone allowances #ret oosts

As of December 31, 2005, Mr. Kelly held 22,4bfres of restricted stock. On November 2, 20@5Btard of
Directors amended the vesting schedule for theictsd stock. The vesting date for the initial téirds of the
restricted shares is January 1, 2007, and the nelmawill vest ratably over the course of the ngedr. At
December 31, 2005 the aggregate market value sétslgares was approximately $621,(

Includes $1,000,000 bonus paid to Mr. Kellythg Company as a result of the completion of thegere
between Arch and Metroca

Represents options granted for the purchase ofddaitrcommon stock in fiscal year 20(

Mr. Schilling joined the Company in January 3@&0hd, accordingly, no compensation information ieen
provided for 2004 and 2003, as it is not applica

As of December 31, 2005, Mr. Schilling held @4shares of restricted stock. On November 2, 20@5Board
of Directors amended the vesting schedule forélstricted stock. The vesting date for the initrab-thirds of
the restricted shares is January 1, 2007, ancethainder will vest ratably over the course of thgtryear. At
December 31, 2005 the aggregate market value sétslgares was approximately $233,(

As of December 31, 2005, Mr. Barnett held 7,020ehaf restricted stock. On November 2, 2005, thar8 ol
Directors amended the vesting schedule for theictst stock. The vesting date for the initial tinirds of the
restricted shares is January 1, 2007, and the nelmawill vest ratably over the course of the ngedr. At
December 31, 2005 the aggregate market value sétslgares was approximately $195,(

Represents restricted stock awards that vestttk respective year. Amount of award based emthmber of
shares vested multiplied by the Arch closing stoidke on the date of vesting less proceeds ne@dedrthase
the stock

Mr. Tollefsen joined the Company in May 2005Jaaccordingly, no compensation information hasbee
provided for 2004 and 2003, as it is not applica

(m) As of December 31, 2005, Mr. Tollefsen held 4,08&rss of restricted stock. On November 2, 2005Bierd

(n)

(0)

of Directors amended the vesting schedule for é&icted stock. The vesting date for the initiedthirds of
the restricted shares is January 1, 2007, ancethainder will vest ratably over the course of thgtryear. At
December 31, 2005 the aggregate market value sétslgares was approximately $113,:

As of December 31, 2005, Mr. Boso held 3,17drsh of restricted stock. On November 2, 2005Btberd of
Directors amended the vesting schedule for theictsd stock. The vesting date for the initial téirds of the
restricted shares is January 1, 2007, and the nelmawill vest ratably over the course of the ngedr. At
December 31, 2005 the aggregate market value sétslegares was approximately $88,(

Mr. Garzone joined the Company in January 2806, accordingly, no compensation information heenb
provided as it is not applicabl

Option Grants in Fiscal 2005

There were no options granted in fiscal 2005 byGbepany.
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Aggregated Option Exercises in Fiscal 2005 and FigkcYear-End Option Values

The following table shows information regardingioptexercises by the Company’s Named Executivecorf§
during the fiscal year ended December 31, 2005tlamdalue and number of options to purchase ounr@Gon
Stock unexercised and outstanding as of Decemh&&b. Also included is the value and number @fresable
and unexercisable options held as of December@®15 By such Named Executive Officers:

« “Exercise” means an employee’s acquisition of shafeaCommon Stock, “exercisable” means options to
purchase shares of Common Stock which have alreeshed and which are subject to exercise, and
“unexercisabl” means all other options to purchase shares of Can8tmck which have not veste

* The values for “in-the-money” options are calcutglby determining the difference between the fairkea
value of the securities underlying the optionsfa@ecember 31, 2005 ($27.72 per share) and theiseer
price of the Named Executive Offi¢s options

Value of Unexercised

Number of Securities In-the-Money
Underlying Options at Fiscal
Shares Value Unexercised Options at Year-End
Acquired on Realized Fiscal Year-End (#) (%)
Name Exercise (# $) Exercisable Unexercisable Exercisable Unexercisabl¢

Vincent D. Kelly 56,28( 1,480,59! — — — —
Thomas L. Schilling — — — — — —
Peter C. Barne — — — — — —
Scott B. Tollefser —
James H. Bos 14,07( 341,52! — — — —
Mark Garzone — — — — — —

USA Mobility, Inc. Equity Incentive Plan

The USA Mobility, Inc. Equity Incentive Plan allovier the grant of up to 1,878,976 shares of varfousis of
equity based compensation to our eligible emplogeekoutside directors of the Company, includintions,
restricted stock, and restricted stock units. Then@any awarded 103,937 shares of restricted stocg&rtain
eligible employees in 2005. Any unvested sharestgrhunder the Equity Incentive Plan are forfeifatle
participant terminates employment with the Compamy2005, 15,835 shares were forfeited. As of Demen31,
2005, there were 58,764 remaining shares schetlulesbt on January 1, 2007 and the remaining 2%B838es are
scheduled to vest ratably over the course of tlxé year, such that all shares awarded are schettuleskt fully by
January 1, 2008.

Arch Wireless, Inc. 2002 Stock Incentive and Metroall Holdings, Inc. 2003 Stock Option Plans

Both Arch and Metrocall had incentive stock or &toptions programs in place at the time of the reerg
Restricted stock and options outstanding undeetpesgrams were converted into restricted commacksind
options to purchase shares of the Company’s constomk. Other than the shares identified on thefalhg table,
there will be no future issuances under these plans
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Equity Compensation Plan Information

The following table sets forth, as of DecemberZX)5, the number of securities outstanding undeequity
compensation plans, the weighted average exerdise @ such securities and the number of secaréiailable for
grant under these plans:

Number of Shares

to be Issued upon Number of Securities
Exercise of Weighted-Average Remaining Available
Outstanding Exercise Price of for Future Issuance
Options, Outstanding under Equity
Warrants and Options, Compensation Plans
Rights Warrants and (Excluding
Plan Category (@) Rights Column(a))
Equity Compensation Plans Approved by
Shareholder
USA Mobility, Inc. Equity Incentive Plan(? — — 1,790,87.
Arch Wireless, Inc. 2002 Stock Incentive P 1,981 $ 0.001 —
Metrocall Holdings, Inc. 2003 Stock Option P — 8 0.30z —
Equity Compensation Plans Not Approved by
Shareholder
None — — —
Total 1,981 1,790,87.

(1) The USA Mohbility, Inc. Equity Incentive Plan prows that Common Stock authorized for issuance uhéer
plan may be issued in the form of options and iestt stock

EMPLOYMENT AGREEMENT AND ARRANGEMENTS
Vincent D. Kelly

Mr. Kelly entered into an employment agreement whilhn Company on November 15, 2004. The initial tefm
the agreement shall end on November 15, 2007 {theed Anniversary”), but shall be automatically emtled for
additional one (1) year periods on each annivershtiye Third Anniversary, in accordance with thens of the
agreement, and will continue to be so reneweddocessive one-year periods, unless or until efthety delivers a
non-renewal notice within the specified notice périhat such party is terminating the agreement.

Under the agreement, Mr. Kelly receives a stateuiahbase salary of $600,000 and is eligible tdigpate in
all of the Company’s benefit plans, including frinlgenefits available to the Company’s senior exeesitas such
plans or programs are in effect from time to tiewegl use of an automobile. The Board shall reviewKétly’s base
salary annually and may increase, but not decréas@mounts of his base salary. In addition te lsagary,

Mr. Kelly is eligible for an annual bonus equaktonaximum of 200% of Base Salary based on achieweaofe
certain bonus targets set by the Board or a corenitiereof; provided that Mr. Kelly is employedthg Company
on December 31 of each calendar year.

The employment agreement contains a covenantatistyiMr. Kelly from soliciting employees of the
Company and its subsidiaries and from competingnagthe Company during Mr. Kelly’'s employment dnda
period of two (2) years after the Date of Termioat{as defined in the employment agreement) forraagon.

Under the employment agreement, (i) the Company terayinate such agreement with thirty (30) daygtemi
notice at any time if Mr. Kelly is Disabled (as ohefd in the employment agreement) for a period»{& months
or more, at any time with “Cause” (as defined i@ @mployment agreement), and at any time withous€gzand
(i) Mr. Kelly may terminate such agreement at &imye upon sixty (60) days notice to the Companyth&rmore,
the employment agreement may be terminated by rhagwaement of the parties thereto and shall autioedky
terminate upon Mr. Kelly’s death.
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The employment agreement provides that upon tetinmaf employment, either by the Company without
cause or by Mr. Kelly for good reason, he will mitted to:

« an amount equal to the product of (a) the gredtér)dwo or (y) the number of years (and fractitwreof)
remaining in the term of the agreement times (b)ftil base salary then in effe

» an amount equal to the annual bonus paid or payate. Kelly with respect to the annual periodqprio the
year in which the termination of employment occ

« full vesting of any equity compensation and thes&apf all restrictions with respect to any resgicstock
granted to Mr. Kelly

* reimbursement of the cost of continuation coverafggroup health coverage pursuant to the Conselitlat
Omnibus Budget Reconciliation Act of 1985 for theation of the applicable period to the extent Kelly
elects such continuation coverage and is eligibtesabject to the terms of the plan and the

* If any payment or the value of any benefit receigetb be received (“Payments”) by Mr. Kelly in caaction
with his termination of employment or contingenbom Change of Control (as defined in the employmen
agreement) of the Company would be subject to aysE Tax (as defined in the employment agreemdrd
Company shall pay to Mr. Kelly an additional amosmath that the net amount Mr. Kelly retains, after
deduction of the Excise Tax on such Payments, bleadiqual to the total present value of such Patsradrihe
time such Payments are to be m:

Thomas L. Schilling

The Company employed Mr. Schilling pursuant to Hardetter dated November 30, 2004. The offerlett
provides for Mr. Schilling to receive an annualdaalary of $300,000, as well as an annual bomging from
50% to 100% of his base salary, which will be basethe accomplishment of predetermined goals ajettves
set by the Board. In addition, the offer lettervpdes for Mr. Schilling to participate in the USAdMility, Inc.
Equity Incentive Plan at a level below the CEO, @upar with the COO and CTO of the Company. Pursteathe
offer letter, the Company also paid Mr. Schillin§%0,000 signing bonus and agreed to reimbursefbina,
maximum of six months from his starting date, fog teasonable costs of an apartment, rental carctated travel
expenses, including airfare between his home aa€tmpany’s headquarters.

The offer letter provides for Mr. Schilling to rége a severance benefit in accordance with the WBAility
Severance Benefits Plan (the “Severance Plan'si€émployment is terminated by the Company for i@ason
other than for “Cause” (as defined in the Severdtiaa), and for him to receive a severance pay@gumal to his
annual base salary if he is terminated as a refalt‘Change of Control” (as defined in the SevemRlan). The
offer letter contains a provision restricting Mchilling from competing against the Company foresipd of one
year following the termination of his employmentldrom soliciting employees of the Compa

Scott B. Tollefsen

The Company employed Mr. Tollefsen pursuant toféer ¢etter dated May 6, 2005. The offer letteryides
for Mr. Tollefsen to receive an annual base satdu$250,000, as well as an annual bonus of up % @bhis base
salary, which will be based on the accomplishméptredetermined goals and objectives set by thedBda
addition, the offer letter provides for Mr. Tollefs to participate in the USA Mobility, Inc. Equitycentive Plan at
level below the CEO, but on par with the CFO, CO@ &TO of the Company. Pursuant to the offer letrer
Company also paid Mr. Tollefsen a $25,000 signiogus and agreed to reimburse him, for a maximusixof
months from his starting date, for the reasonab$tscof an apartment, rental car and related tex@tnses,
including airfare between his home and the Commahgadquarters.

The offer letter provides for Mr. Tollefsen to reeea severance benefit in accordance with the rdece Plan
if his employment is terminated by the Companyaioy reason other than for “Cause” (as definedén3bverance
Plan), and for him to receive a severance paynmmldgo his annual base salary if he is terminated result of a
“Change of Control” (as defined in the Severan@npIThe offer letter contains a provision resinigt
Mr. Tollefsen from competing against the Compangdiciting employees of the Company for a peribdme year
following the termination of his employment.
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Mark Garzone

The Company employed Mr. Garzone pursuant to ar téfter dated December 14, 2005. The offer letter
provides for Mr. Garzone to receive an annual sasgry of $250,000, as well as an annual bonup o6 75% of
his base salary, which will be based on the accisimplent of predetermined goals and objectivesysétdBoard.
In addition, the offer letter provides for Mr. Gare to participate in the USA Mobility, Inc. Equitycentive Plan ¢
a level below the CEO, but on par with the CFO, CEBWP of Sales and General Counsel of the Company.

The offer letter provides for Mr. Garzone to reeeé/severance benefit in accordance with the Sesemlan i
his employment is terminated by the Company for @agon other than for “Cause” (as defined in theetance
Plan). The offer letter contains a provision resiimg Mr. Garzone from competing against the Comyparsoliciting
employees of the Company for a period of one yelfm\fiing the termination of his employment.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT

The following table provides summary informatiogaeding beneficial ownership of the Company’s Commo
Stock as of May 19, 2006, for:

« each person or group who beneficially owns more &% of our capital stock on a fully diluted ba:
» each of the Named Executive Office

» each of our directors and nominees to become atditeand

« all of our directors and Named Executive Officessaagroup

Beneficial ownership of shares is determined utiterules of the SEC and generally includes anyeshaver
which a person exercises sole or shared votingpamnt/estment power. The information on beneficiahership in
the table is based upon the Company’s recordstanchost recent Schedule 13D or 13G filed by each parson
or entity. Except as indicated by footnote, andestttto applicable community property laws, eactspe identified
in the table possesses sole voting and investnoampwith respect to all shares of Common Stockwshas
beneficially owned by them. Shares of Common Sgutiect to options currently exercisable or exatdis within
the period 60 days after May 19, 2006, are deemé&standing for calculating the percentage of ountditegy shares
of the person holding these options, but are neta®l outstanding for calculating the percentagmgfother
person. Unless otherwise noted, the address for disector and Named Executive Officer is c/o USAbity,
Inc., 6677 Richmond Highway, Alexandria, VA 22306.

Shares

Beneficially Percentage
Name of Beneficial Owne Owned Owned
Royce Yudkoff(a) 1,50(C *
Vincent D. Kelly(b) 42,40¢ *
Thomas L. Schilling(c 8,40z —
Peter C. Barnett(c 7,02( *
Scott B. Tollefsen(e 4,09t *
James H. Boso(! 3,17¢ *
Mark Garzone — —
David Abrams(g 2,527,39 92 %
James V. Continenza( 1,50(C *
Nicholas A. Gallopo(i 1,50(C *
Brian C'Reilly(j) 1,50(C *
Matthew Oristano(k 7,72C *
William E. Redmond, Jr 5,70C *
Samme L. Thompson( 3,481 *
All directors and Named Executive Officers as augr@l4 persons 2,615,39 9€ %
Abrams Group(g 2,524,67 92 %
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* Denotes less than 1¢

(a) The information regarding this stockholder is dedv¥rom a Form 4 filed by the stockholder with 8&C on
August 16, 200&

(b) The information regarding this stockholder is ded\irom a Form 4 filed by the stockholder with 8&C on
August 19, 2005. Mr. Kelly was granted 22,405 shgmarsuant to the USA Mobility, Inc. Equity IncesmiPlan.
Subject to Mr. Kelly’s continued employment witretompany, two-thirds of the shares will vest amudaty 1,
2007 and the remainder will vest ratably over therse of the next yee

(c) The information regarding this stockholder is dedv¥rom a Form 4 filed by the stockholder with 8i£C on
July 1, 2005. Mr. Schilling was granted 8,402 shamersuant to the USA Mobility, Inc. Equity IncemiPlan.
Subject to Mr. Schilling’s continued employmenttwihe Company, two-thirds of the shares will vast o
January 1, 2007 and the remainder will vest ratalabr the course of the next ye

(d) The information regarding this stockholder is ded\from a Form 4 filed by the stockholder with 8i€C on
July 1, 2005. Mr. Barnett was granted 7,020 shapesuant to the USA Mobility, Inc. Equity IncentifAan.
Subject to Mr. Barnett’s continued employment wiite Company, two-thirds of the shares will vest on
January 1, 2007 and the remainder will vest ratalabr the course of the next ye

(e) The information regarding this stockholder is dedv¥rom a Form 4 filed by the stockholder with 8&C on
July 1, 2005. Mr. Tollefsen was granted 4,095 shargsuant to the USA Mobility, Inc. Equity IncemtiPlan.
Subject to Mr. Tollefsen’s continued employmenthittie Company, two-thirds of the shares will vast o
January 1, 2007 and the remainder will vest ratalabr the course of the next ye

(H The information regarding this stockholder is ded\from a Form 4 filed by the stockholder with 8C on
April 21, 2006. Mr. Boso was granted 3,174 shargsymnt to the USA Mobility, Inc. Equity Incentifan.
Subject to Mr. Boso’s continued employment with @a@mpany, two-thirds of the shares will vest onudang 1,
2007 and the remainder will vest ratably over tbarse of the next yee

(9) The information regarding this stockholder is ded\from a Form 4 filed by the stockholder with 8i€C on
April 7, 2006. The shares reported herein includ®@ shares held directly by Mr. Abrams 2,524,67#rss hel
by the following entities included in the Abramso@p (i) limited partnerships of which Mr. Abramstiie
managing member of the general partner and (idrparation of which Mr. Abrams is the managing memaf
the investment manager. In such capacities, Mrafisrhas voting and investment power with respeall to
shares being reported here

(h) The information regarding this stockholder is ded\irom a Form 4 filed by the stockholder with 8&C on
June 7, 200¢

(i) The information regarding this stockholder is ded¥rom a Form 4 filed by the stockholder with 8&C on
June 14, 200=

() The information regarding this stockholder is ded¥rom a Form 4 filed by the stockholder with 8&C on
June 2, 200¢

(k) The information regarding this stockholder is ded\irom a Form 4 filed by the stockholder with 8&C on
April 11, 2006.

() The information regarding this stockholder is ded¥rom a Form 4 filed by the stockholder with 8C on
May 10, 2006
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Payments to Landlords

The amount of business done during the last figeal between the Company, as tenant, and GlobahBagd
SpectraSite, as landlords, include the followingrpants (dollars in thousands):

Global Signal, Inc.: $ 23,64
American Tower/SpectraSite, Inc.: $ 10,20¢

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The following table summarizes fees billed to th@pany and Arch by PricewaterhouseCoopers LLP durin
fiscal years 2005 and 2004 ($'s in thousands):

Fees
Service: 2005 2004
Audit Fees(a $3,517 $2,34¢
Audit-Related Fees(t 25 18C
Tax Fees(c 16C 311
Total $3,70z  $2,83¢

(a) The audit fees for the year ended December 31, 286842005 were for professional services rendeueidgl the
audits of the Compang’consolidated financial statements and its comtveér financial reporting, for reviews
the Company'’s consolidated financial statementisided in the Company’s quarterly reports on ForrQland
for reviews of other filings made by the Companyhwhe Securities and Exchange Commiss

(b) Audit-related fees consist of fees for assurance antbdetrvices that are reasonably related to tHenpesince
of the audit and the review of our financial stagens and which are not reported under “Audit Fe€hé'se
services relate to employee benefit audits, dugafite and accounting advice related to mergers and
acquisitions, and other assurance serv

(c) Tax fees consist of fees for tax compliance, takaand tax planning services. Tax complianceisesy whict
relate to the preparation of tax returns and cldonsefunds, accounted for approximately $78,00the total
tax fees billed in 2005 and $13,000 of the totalfeges billed in 2004. Tax advice and tax planréegvices rela
to tax planning and advice related to mergers andiaitions.

Pre-Approval Policies and Procedures

The Audit Committee has adopted policies and proeesirelating to the approval of all audit and aoidit
services that are to be performed by our indeperaleatitor. This policy generally provides that tBempany will
not engage our independent auditor to render audibnaudit services unless the service is specificgllyraved ir
advance by the Audit Committee or the engagemaeanitisred into pursuant to one of the pre-appronadgrures
described below.

From time to time, the Audit Committee may pre-aqwer specified types of services that are expecide t
provided to the Company by our independent auditwing the next twelve months. Any such pre-applresva
detailed as to the particular service or typesofises to be provided and is also generally stiligea maximum
dollar amount.

The audit committee may also delegate to one oerabits members the authority to approve any aaditon-
audit services to be provided by the independedit@u Any approval of services by a member of Aulit
Committee pursuant to this delegated authoritgp®rted at the next meeting of the Audit Committee.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) (1) Report of Independent Registered Public Accourfing
Consolidated Balance Sheets as of December 31,&#02005

Consolidated Statements of Results of OperationE#&ch of the Three Years Ended December 31, Z00B}
and 2005

Consolidated Statements of Stockholders’ Equityfi(iit for Each of the Three Years Ended Decemider 3
2003, 2004 and 2005

Consolidated Statements of Cash Flows for Eacheofrhree years Ended December 31, 2003, 2004 &t 20
Notes to Consolidated Financial Statements

(a) (2) Financial Statement Schedule

Schedule Il — Valuation and Qualifying Accounts

(b) Exhibits

The exhibits listed in the accompanying index thilkits are filed as part of this Annual Report @i 10-K.
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SIGNATURES

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

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

May 24, 2006

USA MOBILITY, INC.

By: /sl VINCENT D. KELLY

Vincent D. Kelly

President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe
following persons on behalf of the Registrant amthie capacities and on the dates indicated.

Signature

/s/ VINCENT D. KELLY

Vincent D. Kelly

/s/ THOMAS L. SCHILLING

Thomas L. Schilling

/s/ SHAWN E. ENDSLEY

Shawn E. Endsle

/sl RoOYCE YUDKOFF

Royce Yudkoft

/s/ DaviD C. ABRAMS

David C. Abrams

/s/ JamMES V. CONTINENZA

James V. Continenz

/s/ NicHoLAs A. GALLOPO

Nicholas A. Gallopc

/s BRIAN O'REILLY

Brian C'Reilly

/s MATTHEW ORISTANO

Matthew Oristanc

/sl SaAmMME L. THOMPSON

Samme L. Thompsc

Title

Director, President and Chief Executive Offi
(principal executive officer)

Chief Financial Officer
(principal financial officer)

Chief Accounting Officer

(principal accounting officer)

Chairman of the Board

Director

Director

Director

Director

Director

Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have completed integrated audits of USA Mohilit.’s 2005 and 2004 consolidated financial stegiets
and of its internal control over financial repogias of December 31, 2005 and an audit of its 2003olidated
financial statements in accordance with the statelaf the Public Company Accounting Oversight Bagrdited
States). Our opinions, based on our audits, asepted below.

Consolidated financial statements and financial stement schedule

In our opinion, the consolidated financial statetadisted in the accompanying index appearing uitden 15
(@) (1) present fairly, in all material respecks financial position of USA Mobility, Inc. and issibsidiaries at
December 31, 2005 and 2004, and the results afaperations and their cash flows for each of thed years in tt
period ended December 31, 2005 in conformity witboainting principles generally accepted in the &thibtates of
America. In addition, in our opinion, the financsahtement schedule listed in the accompanyingiageearing
under Item 15(a)(2) presents fairly, in all materéspects, the information set forth therein whesad in conjunctio
with the related consolidated financial statemehi®se financial statements and financial statesemdule are tl
responsibility of the Company’s management. Oupeesibility is to express an opinion on these fiiah
statements and financial statement schedule basedraaudits. We conducted our audits of thesestamts in
accordance with the standards of the Public Compaepunting Oversight Board (United States). Thetsendards
require that we plan and perform the audit to ebtaasonable assurance about whether the finastatements are
free of material misstatement. An audit of finahsiatements includes examining, on a test bagiderce
supporting the amounts and disclosures in the &ilahistatements, assessing the accounting prirscigled and
significant estimates made by management, and avaduthe overall financial statement presentatie.believe
that our audits provide a reasonable basis foopinion.

As discussed in Note 2 to the consolidated findrst&ements, the Company restated its 2004, 2002602
consolidated financial statements.

Internal control over financial reporting

Also, we have audited management’s assessmenidaatin Management’s Report on Internal Controkove
Financial Reporting appearing under Iltem 9A, th&AMobility, Inc. did not maintain effective inteathcontrol
over financial reporting as of December 31, 20@sduse of the effect of material weaknesses related
management’s failure to maintain effective contmisr (1) the accuracy and valuation of the pravidor income
taxes and the related deferred income tax balaZget)e completeness and accuracy of transacttaras; (3) the
completeness and accuracy of accumulated depatiatid depreciation expense; and (4) the completene
accuracy and valuation of asset retirement cosgtastirement obligation and the related deprieciaamortization
and accretion expenses based on criteria estatblisheternal Control — Integrated Framewoitsued by the
Committee of Sponsoring Organizations of the Tremgd@ommission (COSO). The Company’s management is
responsible for maintaining effective internal cohbver financial reporting and for its assessnudrihe
effectiveness of internal control over financighoeting. Our responsibility is to express opini@msmanagement’s
assessment and on the effectiveness of the Congemginal control over financial reporting basedooir audit.

We conducted our audit of internal control oveafinial reporting in accordance with the standafdbe
Public Company Accounting Oversight Board (Unitedt&s). Those standards require that we plan arfidrpethe
audit to obtain reasonable assurance about whetfeetive internal control over financial reportingis maintained
in all material respects. An audit of internal gohbver financial reporting includes obtainingarderstanding of
internal control over financial reporting, evalugtimanagement’'s assessment, testing and evaldlérgsign and
operating effectiveness of internal control, andgrening such other procedures as we consider sacg# the
circumstances. We believe that our audit providessagonable basis for our opinions.
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A company’s internal control over financial repogiis a process designed to provide reasonablesassu
regarding the reliability of financial reportingdthe preparation of financial statements for exdepurposes in
accordance with generally accepted accounting ipfeeze A company’s internal control over finanaiaporting
includes those policies and procedures that (bapeto the maintenance of records that, in redslerdetail,
accurately and fairly reflect the transactions disgositions of the assets of the company; (iiyvule reasonable
assurance that transactions are recorded as nacesgarmit preparation of financial statementsd@cordance wit
generally accepted accounting principles, andréwipts and expenditures of the company are beadg only in
accordance with authorizations of management anedtdirs of the company; and (iii) provide reasoeassurance
regarding prevention or timely detection of unauitexd acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

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

A material weakness is a control deficiency, or boration of control deficiencies, that results iorathan a
remote likelihood that a material misstatementhefannual or interim financial statements will hetprevented or
detected. The following material weaknesses wegntified and included in management’s assessmenterhal
control over financial reporting as of December Z105:

1. The Company did not maintain effective controls ¢ive accuracy and valuation of the provision for
income taxes and the related deferred income téanioas. Specifically, the Company did not maintain
effective controls to review and monitor the accyraf the components of the income tax provisidaudation
and related deferred income taxes and to monitoditfierences between the income tax basis anfirthecial
reporting basis of assets and liabilities to effety reconcile the deferred income tax balandes;Gompany
lacked effective controls to accurately determhre éffective overall income tax rate to use infgeovision
computations; the Company lacked effective contimisppropriately analyze, review and assess tpadtof
state laws on the recoverability of the Companiasesnet operating losses; and, the Company lacéetols
over the valuation of deferred tax assets to ersigrappropriate application of federal limitatiofitis control
deficiency resulted in the restatement of the Camifsaconsolidated financial statements for 2002)32and
2004, restatement of each of the first three intgrériods in 2004 and 2005 and audit adjustmentseto
Company’s 2005 financial statements to correctimedax expense, deferred tax assets, additionddipai
capital and goodwill accounts. Additionally, thisntrol deficiency could result in a misstatementhef
aforementioned accounts that would result in a ritmisstatement to the annual or interim consaéd
financial statements that would not be preventedetected. Accordingly, management determinedttigt
control deficiency constitutes a material weakness.

2. The Company did not maintain effective controls ¢lve completeness and accuracy of transactional
taxes. Specifically, the Company lacked effective col#tto ensure state and local transactional taxes,
including surcharges and sales and use taxes,amerpletely and accurately recorded in accordante wi
generally accepted accounting principles. This mbmteficiency resulted in the restatement of tlen@any’s
consolidated financial statements for 2002, 20aB2004 and restatement of each of the first thwesim
periods in 2004 and 2005 to correct general andrasimative expenses and accrued taxes liabilippants.
Additionally, this control deficiency could resiuit a misstatement of the aforementioned accouatsibuld
result in a material misstatement to the annuaiterim consolidated financial statements that wWodt be
prevented or detected. Accordingly, managementmé@ted that this control deficiency constitutes atenial
weakness.

3. The Company did not maintain effective controls ¢tive completeness and accuracy of depreciation
expense and accumulated depreciatiddpecifically, the Company lacked effective col#tito ensure the:
(i) application of the appropriate useful lives &mrtain asset groups when calculating depreciapense and
(ii) timely preparation and review of account reciiations and analyses, and manual journal entgded to
the determination of depreciation expense and autaied depreciation for the paging infrastructusseds.
This control deficiency resulted in the restatenwithe Company’s consolidated financial
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statements for 2003 and 2004, each of the firgetimterim periods in 2004 and 2005 and audit aafjeists to
the Company’s 2005 financial statements to codepteciation expense and accumulated depreciation
balances. Additionally, this control deficiency tuesult in a misstatement of the aforementiormzbants the
would result in a material misstatement to the ahopuinterim consolidated financial statements thauld not
be prevented or detected. Accordingly, managemeterchined that this control deficiency constitudes
material weakness.

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

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

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

These material weaknesses were considered in dategithe nature, timing, and extent of audit tegiplied
in our audit of the 2005 consolidated financiatestgents, and our opinion regarding the effectiverdshe
Company’s internal control over financial reportishges not affect our opinion on those consolidéitexhcial
statements.

In our opinion, management’s assessment that USAilg Inc. did not maintain effective internal mwol
over financial reporting as of December 31, 2068%airly stated, in all material respects, basedriteria
established imnternal Control — Integrated Framewoiksued by the COSO. Also, in our opinion, becaldsbe
effects of the material weaknesses described atmotiee achievement of the objectives of the corttritdéria, USA
Mobility. Inc. has not maintained effective intekeantrol over financial reporting as of Decembéy 3005, based
on criteria established imternal Control — Integrated Framewoiksued by the COSO.

PricewaterhouseCoopers LLP
McLean, Virginia

May 24, 2006

F-4




Table of Contents

USA MOBILITY, INC.
CONSOLIDATED BALANCE SHEETS

December 31,
2004 2005
(In thousands)

ASSETS
Current asset:
Cash and cash equivale $ 46,99t $ 37,547
Accounts receivable, less allowances of $8,293%H@52 in 2004 and 2005,
respectively 40,07¢ 38,17
Deposits 117 1,687
Prepaid expenses and ot| 15,34: 8,97:
Deferred income ta 25,52t 18,89t
Total current asse 128,05¢ $105,27¢
Property and equipment, at cc
Land, buildings and improvemer 17,19( 12,88¢
Paging and computer equipmi 464,96’ 373,37
Furniture, fixtures and vehicl 8,731 7,38
490,89 393,64
Less accumulated depreciation and amortize 270,86¢ 265,84!
Property and equipment, r 220,02¢ 127,80:
Goodwill 154,36¢ 149,47¢
Intangible and other assets, less accumulated emaioh of $10,791 and $37,085 in 20(
and 2005 respective 67,12¢ 40,654
Deferred income tax asst 207,04¢ 207,15(
Other asset 5,517 3,43(
TOTAL ASSETS $782,14°  $633,79:
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Current maturities of lor-term debt $ 47,55¢ $ 13
Accounts payabl 6,011 3,632
Accrued compensation and bene 10,32¢ 12,33:
Accrued network cost 8,95¢ 6,96(
Accrued taxe! 30,091 28,891
Accrued interes 547 —
Accrued severance and restructut 16,241 1,85¢
Accrued othe 14,29 12,04¢
Customer deposi 4,31¢ 3,10¢
Deferred revenu 23,62: 17,92/
Total current liabilities 161,97! 86,76(
Long-term debt, less current maturiti 47,50( —
Other lon¢-term liabilities 16,63 14,04(
TOTAL LIABILITIES 226,10° 100,80(
COMMITMENTS AND CONTINGENCIES (Note 1C
STOCKHOLDERY¢ EQUITY:
Preferred stoc— $0.0001 par value, no shares issued or outstat — —
Common stock — $0.0001 par value, 26,827,071 ar@lB7493 shares issued at
December 31, 2004 and 2005, respecti 3 3
Additional paic-in capital 538,10° 523,05:
Deferred stock compensati (1,855 (1,759
Retained earning 19,78t 11,69:
Total Stockholder equity 556,04( 532,99:
TOTAL LIABILITIES AND STOCKHOLDERSE' EQUITY $782,14°  $633,79:

The accompanying notes are an integral part oktheasolidated financial statements.
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USA MOBILITY, INC.
CONSOLIDATED STATEMENTS OF RESULTS OF OPERATIONS

Year Ended December 31,

2003 2004 2005
(In thousands, except share and per share
amounts)
Revenue
Service, rental and maintenar $ 571,98 $ 470,75. $ 592,69(
Product sale 25,48¢ 19,40¢ 25,88:
Total revenue 597,47¢ 490,16( 618,57.
Operating expense
Cost of products sol 5,58( 4,34 4,48:
Service, rental and maintenar 189,29( 160,14« 215,58t
Selling and marketin 45,63¢ 36,08t 43,14
General and administrati 166,94¢ 130,04¢ 177,43t
Depreciation, amortization and accret 129,65t 107,62¢ 131,32¢
Stock based compensati 6,21¢ 4,86: 2,832
Severance and restructuri 16,68: 11,93¢ 16,60¢
Total operating expens: 560,01¢ 455,05: 591,42:
Operating incom: 37,46: 35,10¢ 27,14¢
Interest expens (29,789 (6,365 (2,412)
Interest incomt 551 451 1,08¢
Loss on extinguishment of de — (2,032 (1,339
Other income (expens 51€ 814 (1,009
Income before reorganization items, 18,74: 28,97% 23,48¢
Reorganization adjustments, 1 (425) — —
Income before income tax exper 18,31¢ 28,97 23,48¢
Income tax expens (5,30¢) (16,810) (10,577
Net income $ 13,006 $ 12,167 $ 12,90:
Basic net income per common sh $ 0.6t $ 0.5¢ $ 0.47
Diluted net income per common shi $ 0.6t $ 0.5¢ $ 0.47
Basic weighted average common shares outstal 20,000,000 20,839,95 27,275,04
Diluted weighted average common shares outstar 20,034,47  20,966,40 27,427,12

The accompanying notes are an integral part ottheasolidated financial statements.
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USA MOBILITY, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Additional Total
Common Paid-In Treasury Deferred Stock Retained Stockholder¢

Stock Capital Stock Compensation _Earnings Equity

(In thousands, except share amounts
Balance, January 1, 20! $ 20 $121,45¢$ — $ (4,330% (2,929 $ 114,22
Net income — — — — 13,00¢ 13,00¢
Change in par value of common stc (18) 18 — — — —
Issuance of common shares to management

pursuant to plan of reorganizati — 197 — (197 — —

Amortization of compensation expense associa
with stock options issued to the board of

directors — 1,304 — — — 1,30¢
Amortization of deferred stock compensat — — — 1,84t — 1,84t
Reversal of valuation allowance previously
recorded against deferred income tax as — 195,88 — — — 195,88
Balance, December 31, 20 2 318,85¢ — (2,682 10,08¢ 326,26
Net income — — — — 12,16 12,167
Issuance of 7,236,868 shares of common stock and
317,044 options to purchase common stock in
conjunction with the Metrocall merg 1 216,56 — (2,332 — 214,23t
Issuance of common shares to management
pursuant to plan of reorganizati — 66¢ — (669) — —
Amortization of compensation expense associated
with stock option: — 35¢ — 614 — 972
Amortization of deferred stock compensat — — — 1,09¢ — 1,094
Purchase of treasury sto — — (3,119 — — (3,119
Treasury stock recorded from unrecognized
compensation expense of terminated
management participating in the restricted stc
plan — — (2,120 2,12( — —
Retirement of treasury sto — (2,765 5,23: — (2,469 —
Recognition of deferred tax asset for excess stc
compensation deductic — 4,42( — — — 4,42(
Balance, December 31, 20 3 538,10 — (1,855 19,78: 556,04(
Net income — — — 12,90% 12,907
Issuance of common stock under Equity Incentive
Plan — 2,68: — (2,619 — 69
Exercise of stock optior — 80 — — 80
Tax benefit from exercise of stock optic — 1,64 — — 1,647
Forfeitures of option (12 12
Amortization of unearned compensat — — — 2,70z — 2,70z
Tax benefit from vesting of restricted stc — 23¢ — — — 23¢
Dividends declare — (19,69) — — (21,000 (40,69)
Balance, December 31, 20 $ 3 $2305 3% —3$ (1,759$11,69: $ 532,99

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

Year Ended December 31,
2003 2004 2005
(In thousands)

Cash flows from operating activitie

Net income $ 13,00¢ $ 12,167 $ 12,907
Adjustments to reconcile net income to net caskigeal by operating
activities:
Depreciation, amortization and accret 129,65¢ 107,62¢ 131,32¢
Deferred income tax expen 1,65¢ 17,76¢ 7,461
Loss on extinguishment of de — 1,03¢ 1,33¢
Amortization of deferred financing cos 4,681 372 714
Deferred stock compensati 6,21¢ 4,86: 2,832
Provisions for doubtful accounts and service adjesits 22,95¢ 13,56¢ 25,05¢
Loss (gain) on disposals of property and equipr (16) (93 1,287
Changes in assets and liabilities, net of effettmerger:
Accounts receivabl (6,867) (2,15¢) (23,439
Prepaid expenses and ot 14,08( 4,74¢ 5,10¢
Intangibles and other lo-term asset — (4,962) 7,97¢
Accounts payable and accrued expel 652 (28,45)) (21,27¢)
Customer deposits and deferred reve (10,227 (8,790 (6,917
Other lon¢-term liabilities 5,43¢ (3,429 (5,129
Net cash provided by operating activit 181,24! 114,26! 139,25«
Cash flows from investing activitie
Additions to property and equipment, | (25,446 (19,239 (13,499
Proceeds from disposals of property and equipt 3,17¢ 2,99¢ 16¢€
Receipts of lon-term note receivabl 28¢€ 271 28t
Merger of companies, net of cash acqu — (117,759 —
Net cash used in investing activit| (21,984 (133,727 (13,04¢)

Cash flows from financing activitie

Issuance of lor-term debt — 140,00( —
Repayment of lor-term debi (161,866 (105,01) (95,045
Dividends paic — — (40,69))
Purchase of common sto — (3,119 —
Exercise of option — — 80
Net cash (used in) provided by financing activi (161,86¢) 31,87( (135,656
Net increase (decrease) in cash and cash equis (2,605 12,41: (9,449
Cash and cash equivalents, beginning of pe 37,18 34,58: 46,99¢
Cash and cash equivalents, end of pe $ 3458. $ 46,99¢ $ 37,54
Supplemental disclosure:
Interest paic $ 1503: $ 6,966 $ 2,24F
Income taxes pai $ — $ 172¢ % 562
Common stock and options issued in Metrocall me $ — $21423t $ —
Liabilities assumed in merg $ — $ 57,21« $ —
Asset retirement obligation and c $ — $ 5617 % —

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

1 Organization and Significant Accounting Policies

Business— USA Mobility, Inc. (“USA Mobility”, the “Company or “we”), is a leading provider of wireless
messaging in the United States. Currently, USA Nitgtjprovides one-way and two-way messaging sesvi€Gne-
way messaging consists of numeric and alphanumegsaging services. Numeric messaging serviceseenab
subscribers to receive messages that are composeglyeof numbers, such as a phone number, witleaamumeric
messages may include numbers and letters, whidileesabscribers to receive text messages. Two-wessaying
services enable subscribers to send and receiveagesto and from other wireless messaging deviusdading
pagers, personal digital assistants and persongpeters. USA Mobility also offers voice mail, penstized
greeting, message storage and retrieval and equidoss and/or maintenance protection to both oag-and two-
way messaging subscribers. These services are colynederred to as wireless messaging and inforanati
services.

Organization and Principles of Consolidatior- USA Mobility is a holding company formed to effehe
merger of Arch Wireless, Inc. and subsidiaries ¢#) and Metrocall Holdings, Inc. and subsidiariidetrocall”),
which occurred on November 16, 2004 (see Noter®)r B the merger, USA Mobility had conducted mmemations
other than those incidental to its formation. Rpafficial reporting purposes, Arch was deemed tihé@ccounting
acquirer of Metrocall. The historical informatioor fUSA Mobility includes the historical financiaiformation of
Arch for 2003 and 2004 and the acquired operatididetrocall from November 16, 2004. The accompagy
consolidated financial statements include the actsoof the Company and its wholly owned subsid&ar#dl
significant intercompany accounts and transacti@ been eliminated in consolidation. Investmengdfiliated
companies that are 20% — 50% owned entities, aetiowhich the Company can otherwise exercisafigignt
influence, are accounted for under the equity nebthfaaccounting, which include PageNet Canada,dnd.Iris
Wireless, Inc., both of which have a carrying vabfieero.

Preparation of Financial Statements- The consolidated financial statements of USA Niigthave been
prepared in accordance with generally accepteduaticny principles and the rules and regulationthef
U.S. Securities and Exchange Commission (“SEC").

Amounts shown on the statement of results of omeratvithin the Operating Expense categories of abs
products sold; service, rental and maintenanckngelnd marketing; and general and administradinerecorded
exclusive of depreciation, amortization and acoretstock based compensation; and severance anactasng
charges. These items are shown separately on aten&int of Results of Operations within Operatirgdnses.

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

In the event that net cash provided by operatinigiies and cash on hand are not sufficient to nfigteire cast
requirements, USA Mobility may be required to reglptanned capital expenditures, sell assets orasdikional
financing. USA Mobility can provide no assurancattteductions in planned capital expenditures ocg@eds from
asset sales would be sufficient to cover shortfalksvailable cash or that additional financing Vdole available or,
if available, offered on acceptable terms.

USA Mobility believes that future fluctuations its revenues and operating results may occur doetty
factors, particularly the decreased demand fangssaging services. If the rate of decline forGbenpany’s
messaging services exceeds its expectations, regenay be negatively impacted, and such impactidmeil
material. USA Mobility’s plan to consolidate itstm®rks may also negatively impact revenues as ouste
experience a reduction in, and possible disruptainservice in certain areas. Under these circantgts, USA
Mobility may be unable to adjust spending in a tirmaanner to compensate for any future revenuetfstiott is
possible that, due to these fluctuations, USA Mtbd revenue or operating results may not meettkgectations
of investors, which could reduce the value of USAHility’s common stock.
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USA MOBILITY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Use of Estimates— The preparation of financial statements in comity with accounting principles generally
accepted in the United States of America requirasagement to make estimates and judgments that #ife
reported amounts of assets, liabilities, revenergenses and related disclosures. On an on-gosig, iSA
Mobility evaluates its estimates and assumptior@uding but not limited to those related to thepaimment of long-
lived assets and goodwill, allowances for doukditdounts and service credits, revenue recogniisset retirement
obligations, income taxes and restructuring anahitgation charges. USA Mobility bases its estimatesistorical
experience and various other assumptions thatedi®/bd to be reasonable under the circumstantesesults of
which form the basis for making judgments aboutdaeying values of assets and liabilities thatreoereadily
apparent from other sources. Actual results maerdifom these estimates under different assumsgtion
conditions.

Allowances for Doubtful Accounts and Service Ceedit USA Mobility extends trade credit to its custame
for messaging services. Service to customers isrgly discontinued if payment has not been reackwighin
approximately sixty days of billing. Once servisadiscontinued, accounts are subject to interndiexternal
collection activities. If these efforts are unswesfal, the account is written off, which generaltscurs within
120 days of billing. USA Mobility records two all@muces against its gross accounts receivable balance
allowance for doubtful accounts and an allowanceséovice credits. Provisions for these allowararesrecorded ¢
a monthly basis and are included as a componageredral and administrative expense and a reducficevenue,
respectively.

Estimates are used in determining the allowanceddabtful accounts and are based on historicaéctidn
experience, current trends and a percentage @ctwunts receivable aging categories. In determithiase
percentages historical write-offs are reviewedluding comparisons of write-offs to provisions ftwubtful
accounts and as a percentage of revenues. Thefdkie allowance to gross receivables is comptréiistorical
levels and amounts collected and related statiatiesnonitored. The allowance for doubtful accouvas
$3.8 million and $3.6 million at December 31, 2G04 2005, respectively.

The allowance for service credits and related @ions is based on historical credit percentagesecticredit
and aging trends and actual credit experience Cldrepany analyzes its past credit experience owaraktime
frames. Using this analysis along with current afienal data including existing experience of ciedisued and tt
time frames in which credits are issued, the Comatablishes an appropriate allowance for seriedits. The
allowance for service credits was $4.5 million &34 million at December 31, 2004 and 2005, re$yelgt

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

Estimated

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

Lease Tern

Messaging device 1-2
Messaging and computer equipm 1.259
Furniture and fixture 5
Vehicles 3

In accordance with Statement of Financial Accounftandards (“SFAS”) No. 14Accounting for the
Impairment or Disposal of Lol-Lived Asset$'SFAS No. 144”), USA Mobility is required to evalte the carrying
value of its long-lived assets and certain intalegéssets. SFAS No. 144 first requires an assesohamether
circumstances currently exist which suggest theyoay value of long-lived assets may not be recalks. At
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USA MOBILITY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

December 31, 2004 and 2005, the Company did n@veeany such conditions existed. Had these camiti
existed, USA Mobility would have assessed the recahility of the carrying value of the Company’sdplived
assets and certain intangible assets based oragstimndiscounted cash flows to be generated fumt @ssets. In
assessing the recoverability of these assets, U8Bl would have projected estimated cash flowsdnl on
various operating assumptions such as averageueyssr unit, disconnect rates, and sales and wakfo
productivity ratios. If the projection of undiscdad cash flows did not exceed the carrying valugneflong-lived
assets, USA Mobility would have been required tmrd an impairment charge to the extent the cagryadue
exceeded the fair value of such assets.

Goodwill and Other Intangible Assets- Goodwill is not amortized and will be evaluafedimpairment at
least annually, or when events or circumstancegesig potential impairment may have occurredctoalance
with SFAS No. 142Goodwill and Other Intangible AssdtSFAS No. 142"), USA Mobility has selected the ftu
quarter to perform its annual impairment test. S’ 142 requires USA Mobility to compare the featue of the
reporting unit to its carrying amount on an anrhedis to determine if there is a potential impamm# the fair
value of the reporting unit is less than its cargyvalue, an impairment loss is recorded to thergxhat the implied
value of the goodwill within the reporting unitless than the carrying value. The fair value ofré@orting unit is
determined based on discounted cash flows, markkiphes or appraised values as appropriate.

Other intangible assets were recorded at fair valdkee date of acquisition and amortized overqusri
generally ranging from one to five years.

Impairments— The Company did not record any impairmentafjtiived assets, intangible assets or
goodwill in 2004 or 2005, respectively. The Comp@gequired to evaluate goodwill of a reportingt dior
impairment at least annually and between annutd tean event occurs or circumstances changeatbatd more
likely than not reduce the fair value of the repatunit is below its carrying amount. For thisatetination the
Company as a whole is considered the reporting Deitlines in the Company’s stock price impactdakeulation
of the fair value of the reporting unit for purpes# this determination. Should the Company'’s siaege continue
to decline and/or the carrying value of the remartinit increase there is a reasonable possilfiliya material
impairment to goodwill could occur.

Revenue Recognitioa- USA Mobility’s revenue consists primarily of mihiy service and rental fees charged
to customers on a monthly, quarterly, semi-annoahmual basis. Revenue also includes the salees$aging
devices directly to customers and other compahigsresell the Company’s services. In accordante tive
provisions of Emerging Issues Task Force (“EITEYUe No. 00-21Revenue Arrangements with Multiple
Deliverables, (“EITF No. 00-21"), the Company evaluated theseenue arrangements and determined that two
separate units of accounting exist, messagingaerevenue and product sale revenue. Accordinffiscteve
July 1, 2003, the Company recognizes messagingceamvenue over the period the service is perfdramel
revenue from product sales is recognized at the tifrshipment. The Company recognizes revenue fdharbasic
criteria have been met: (1) persuasive eviden@m@frrangement exists, (2) delivery has occurrestorices
rendered, (3) the fee is fixed or determinable @dollectibility is reasonably assured. Amounitiel but not
meeting these recognition criteria are deferred alitfour criteria have been met. The Company aasriety of
billing arrangements with its customers resultingléferred revenue in advance billing and accowgasivable for
billing in-arrears arrangements.

USA Mobility’s customers may subscribe to one-wayveo-way messaging services for a monthly serféee
which is generally based upon the type of servioeiged, the geographic area covered, the numbdevtes
provided to the customer and the period of commitméoice mail, personalized greeting and equipnhesg
maintenance protection may be added to either aneewtwo-way messaging services, as applicabtegrio
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.
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USA MOBILITY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

In June 2005, the Company announced an allian¢eAdvanced Metering Data Systems, LLC (“AMDS”) and
Sensus Metering Systems to provide meter-monit@@rgices over a narrow-band PCS network. The Cagpa
agreed to sell one of its FCC licenses and to pmtower space and other custom network servicASHMDS.
Proceeds from these sales would include a notévedde of $1.5 million and a royalty of 1% to 3%raét
monitoring revenue derived from the use of the Hi€€hse. On August 29, 2005, the FCC approvedi¢bkase
sale. Closing occurred on October 12, 2005. The 2oy ceased amortization of the applicable FCiean the
date of FCC approval, and transferred the outstgnidalance of $0.2 million to Assets Held for Salduded as
part of Other Current Assets. The disposal wasrdexbonce closing was complete. The Company doesomside!
collectibility of the proceeds to be reasonablyuasg and therefore will recognize the gain on sélkbe license
through Other Income, as the monthly payments ademProceeds of $93,000 have been recognizedeisead in
Other Income during the period October 12, 200Beocember 31, 2005. Revenue relating to the angiflarvices
agreement is recognized as earned as part of eRémtal and Maintenance revenue.

Shipping and Handling Costs— USA Mobility incurs shipping and handling cottssend and receive
messaging devices to its customers. These cosiscmded in general and administrative expenseaandunted to
$5.3 million, $4.5 million and $4.9 million for theears ended December 31, 2003, 2004 and 200&atasgy.

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

Sales and Use Taxes- Sales and use taxes imposed on the ultimateioogrsare excluded from revenue
where the Company is required by law or regulatinact as collection agent for the taxing jurisidict

Fair Value of Financial Instruments— USA Mobility’s financial instruments, as definedder SFAS No. 107,
Disclosures about Fair Value of Financial Instrun, include its cash, accounts receivable and aceqayable
and bank debt. The fair value of cash, accountsivable and accounts payable are equal to thaiyingrvalues at
December 31, 2004 and 2005. The fair value of #i# & included in Note 5.

Stock-Based Compensation Effective January 1, 2003, compensation expasseciated with options and
restricted stock is being recognized in accordavitethe fair value provisions of SFAS No. 1Z3pck Based
Compensatiolf*SFAS No. 123"), over the instruments’ vestingipdr The transition to these provisions was
accounted for and disclosed in accordance witlptbeisions of SFAS No. 14&ccounting for Stock-Based
Compensation — Transition and Disclosurgilizing the prospective method.

Severance and Restructuring Accrued LiabilitiesFrom time to time, the Company ceases to udainer
facilities, such as office buildings and transnmitteations, including available capacity undertaieragreements,
prior to expiration of the underlying lease agreetaeEXit costs are reviewed in each of these gistances on a
case-by-case basis to determine whether a restingtharge is required to be recorded in accorgavith
SFAS No. 146Accounting for Costs Associated with Exit or Disgddsctivities, (“SFAS No. 146”). The provisions
of SFAS No. 146 require the Company to record @imese of the fair value of the exit costs basecaertain facts,
circumstances and assumptions, including remaimimimum lease payments, potential sublease incorde a
specific provisions included in the underlying leagreements.

Also from time to time, the Company will announeenganization and other plans that may includeigéiting
positions within the Company. Each such plan isenggd to determine whether a restructuring chasgequired to
be recorded in accordance with SFAS No. 146. Theigions of SFAS No. 146 require the Company torgéan
estimate of the fair value of any termination cdtsed on certain facts, circumstances and assamsptncluding
specific provisions included in the underlying rgamization plan.

Subsequent to recording such accrued liabilitibanges in market or other conditions may resuthisnges to
assumptions upon which the original accrued liilediwere recorded that could result in an adjustrtethe
accrued liabilities and, depending on the circumsta, such adjustment could be material.
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Income Taxes— USA Mobility accounts for income taxes under phevisions of SFAS No. 10@\ccounting
for Income Taxe(“SFAS No. 109”). Deferred tax assets and lialatare determined based on the difference
between the financial statement bases and the imtaxbases of assets and liabilities, given theigions of
enacted laws. The Company would provide a valuatllmwance against net deferred tax assets if,coase
available evidence, it is more likely than not tlederred tax assets would not be realized (see Rote

New Accounting Pronouncements In May 2005, the Financial Accounting StandaBdsird (“FASB”)issuec
SFAS No. 154Accounting Changes and Error Correction6SFAS No. 154"), that supersedes Accounting
Principles Board (“APB”Opinion No. 20 and SFAS No. 3. This statement meguietrospective application to pr
periods’ financial statements of a voluntary chaimgaccounting principle, due to accounting chareyes
corrections of errors made in fiscal years begigrifier December 15, 2005. Management does neicéxp
SFAS No. 154 to materially affect the reported atiens, cash flows, or financial position of thenGaany.

In December 2004 the FASB issued a revision of SRAS123,Accounting for Stock Based Compensation
(“SFAS No. 123R"). SFAS No. 123R supersedes APBn@pi No. 25 Accounting for Stock Issued to Employges
and its related implementation guidance. SFAS R8Rlestablishes standards for the accountingdoséctions in
which an entity exchanges its equity instrumentgfimods or services. It also addresses transadtiomkich an
entity incurs liabilities in exchange for goodsservices that are based on the fair value of thig/enequity
instruments or that may be settled by the issuahtdgose equity instruments. SFAS No. 123R focysasarily on
accounting for transactions in which an entity ai@mployee services in share-based payment tmss
SFAS No. 123R does not change the accounting goddfam share-based payment transactions with geaotteer
than employees provided in SFAS No. 123 as oriyinssued and EITF Issue No. 96-¥&;counting for Equity
Instruments That Are Issued to Other Than Emplofa@e&cquiring, or in Conjunction with Selling, Gd® or
Services.

The SEC adopted a rule that defers the effectite alaSFAS 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.

2. Restatement of Prior Year Financial Statement:

During 2005, USA Mohbility identified adjustmentdated to certain assets, liabilities, and expensdise 2002
2003 and 2004 consolidated financial statementstandespective quarterly financial information.cacdingly, the
Company has restated the seven months ended Dec8int#902 and the annual 2003 and 2004 consotidate
financial statements and the respective quartarntial information for 2004 and 2005.

The Company’s assessment of certain identified atoog errors resulted in the following adjustmetiots
previously reported periods:

1. Asset retirement obligations were incorrectly céted in 2002, 2003 and 2004The Company
adopted the provisions of SFAS No. 1A8counting for Asset Retirement Obligati¢fSFAS No. 143"), in
2002. The Company did not record the initial assgtement obligation and related asset retirernest upon
emergence from bankruptcy; therefore, the Compagrstated subsequent accretion expense relatikd to
asset retirement obligation and depreciation expehshe asset retirement cost in 2002. In addiiin2002,
2003 and 2004 the Company did not correctly usdaineralue of costs to deconstruct transmitterdetermine
the fair value of the asset retirement obligatishich understated reported liabilities and asSéts.
Company’s expected timing of cash flows of the $raitter deconstructions have also been reviseditwicle
with their depreciable lives that were estimatedrduthe applicable time period.

Accordingly, the restated financial statementsfd3azember 31, 2002 include increases of $9.3 onilin
property and equipment, at cost, $4.6 million inumulated depreciation, $6.3 million in depreciatio
amortization and accretion expense, $2.9 millioourrent liabilities and $5.4 million in long-termbilities,
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and a decrease of $2.7 million in service, remdl maintenance expense. The restated financiehsésits for
2003 include a decrease of $2.2 million in propartg equipment, at cost, increases of $0.2 million
accumulated depreciation, $2.8 million in depresmatamortization and accretion expense, decreafsg®.2 in
current liabilities, $0.05 million in long-term bdities, and $2.5 million in service, rental an@imtenance
expense. The restated financial statements for 2@ddde a decrease of $0.05 million in propertg an
equipment, at cost, increases of $0.9 million icuaculated depreciation, $2.7 million in depreciafio
amortization and accretion expense, $0.2 millioaurrent liabilities, $1.1 million in long-term liities, and a
decrease of $0.5 million in service, rental andntegiance expense. During the first, second and thiarters
of 2004 accumulated depreciation increased bytkess $0.2 million in each quarter. Current liakekt
decreased by less than $0.1 million in each ofitee second and third quarters of 2004. Long-té&atilities
increased by $0.4 million in each of the first,@®t and third quarters of 2004. Depreciation, airatibn and
accretion expense increased by $0.6 million in edche first, second and third quarters of 2004levbervice,
rental and maintenance expense decreased by $dnrim the first quarter of 2004 and decreased by
$0.2 million in each of the second and third quarté 2004. During the first quarter of 2005, thesas a

$0.3 million decrease to accumulated depreciatimhaadecrease of $0.2 million in each of the se@mutithird
guarters. Current liabilities increased by less1th@.1 million in the first and second quarter2005 while in
the third quarter, current liabilities increased#3y7 million. Long-term liabilities decreased Hy.4 million in
each of the first and second quarters. In the tiratter, long-term liabilities increased by $6.4lian.
Depreciation, amortization and accretion expenseeased by $0.8 million in the first quarter of 3Ghd
increased by $0.7 million in each of the secondthird quarters. Service, rental and maintenanpemse
decreased by less than $0.1 million in the firsi uarters of 2005 and $0.5 million in the thircager.

2. Certain adjustments to the value of the deferredagset for 2003 and 2004 were not calculated
appropriately. In 2003, the deferred tax asset attributablégtesncome tax net operating losses (“NOLs”")
was overstated due to the misapplication, for agting purposes, of state laws which govern thaza@bn of
NOLs. Previously, the Company valued its 2003 stateme tax NOLs based on an erroneous state intame
rate and a single NOL utilization rule rather tleman evaluation of each applicable jurisdictiola® and
rules. The Company also determined that its 200&rail tax asset for certain fixed assets and gitdes was
misstated due to errors in the accounting for &sidand in the application of a federal limitati®he federal
limitation may restrict certain tax depreciatiordaamortization deductions for a limited time. Aatiogly, the
restated financial statements include a net $11lllbmdecrease in deferred tax assets and additipaid-in
capital as of December 31, 2003.

In addition to the impact of the matters describbdve, in 2004 an erroneous calculation was used to
determine the applicable state income tax rate tesedlue deferred tax assets. The 2004 calculatidhmot
properly consider the Compaisystate income tax apportionment. Accordingly,résstated financial statemel
include a $19.6 million decrease in deferred taetsand a $7.5 million increase to income tax espdor the
year ended December 31, 2004. In addition, thsr émpacted the value attributed to acquired asestgting
in an increase of $1.7 million to goodwill in 2004.

3. Certain state and local transactional taxes werénecorded in the appropriate periodsThe
Company’s process for identifying and recordingestand local transactional taxes failed to recogiz
$2.8 million liability for certain transactionalxes imposed by certain jurisdictions in which then@any
operates. These errors were initially noted andgeized by the Company in the second and thirdtgrsaof
2005 through recognition of additional expense. Eesv, during the preparation of the Company’s 2005
financial statements, the Company determined thatappropriate to restate previous years’ finahci
statements because only $0.6 million of the liabilelates to 2005 and the remaining $2.2 millicasvincurred
in prior years. To correct these errors, the redtéihancial statements reflect the recognitiothee expenses
in the appropriate accounting periods. Accordingig, restated financial statements include a $@lBbm
$0.8 million and $0.7 million increase in genenadladministrative expense in 2002, 2003
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and 2004, respectively. During each of the firseéhquarters of 2004 general and administrativeesg
increased by $0.2 million with a corresponding effim accrued taxes. In 2005, the total adjustrteegeneral
and administrative expense related to this errar $222 million. The restated interim quarterly finals for the
first quarter of 2005 reflects a $0.2 million inase in general and administrative expense whilkdrsecond
and third quarters there was a decrease of $0l@ménd $1.5 million, respectively. Each of thesgustments
was offset in accrued taxes. In addition, this reimpacted the value attributed to acquired agssigting in an
increase of $0.2 million to goodwill in 2004.

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 corgeapply cash receipts at Metrocall, the Company
incorrectly allocated the purchase price consid@mnab other accounts receivable recorded in tetohical
Metrocall financial statements. This error resultedn overstatement of other accounts receivable o
$0.7 million at December 31, 2004. Accordingly, thetated financial statements include a decreaaedount
receivable of $0.7 million with a correspondingregse to goodwill at December 31, 2004.

5. Depreciation expense was incorrectly calculate@®3 and 2004. Depreciation expense did not
accurately reflect the expected economic usageeo€ompany’s paging network infrastructure asgdts.
Company previously established an overall depréeilifie of 60 months for its paging infrastructuned
accelerated depreciation on specified asset gron@803, the depreciation expense related to ioesteecified
asset groups that were removed from service waproperly calculated.

Accordingly, the restated financial statements2fa®@3 include an increase in depreciation, amoitinat
and accretion expense and accumulated deprecit®né million. The restated financial statemdots2004
reflect a $9.9 million decrease in depreciationpgipation and accretion expense and accumulated
depreciation. The interim quarterly financial staéats for the first, second and third quartersGif®reflect a
decrease in depreciation, amortization and aceretipense and accumulated depreciation of $0.omill
$3.5 million and $1.2 million, respectively. In ZBGhe restated financials for the first three terarinclude an
increase to depreciation expense and a corresgpdditrease to accumulated depreciation of $0.Tomjll
$1.3 million and $0.6 million, respectively.

6. Employee severance was not recorded during 20D4ring 2004 certain Arch key executives were
terminated, triggering potential future paymenseverance benefits. The Company did not appropyriaterue
the fair value of certain one-time future terminatbenefits due to those executives, resultingiin a
understatement of severance expense and accrbéiidia for the quarter and year ended Decembe2804
of $0.9 million. Accordingly, the restated financiatements include an increase in accrued ltadsland
severance expense in the fourth quarter of 2060 & million.

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

None of the restatement items discussed above tegbaeported revenues, cash balances or cash flows.
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The following tables provide a summary of the restent adjustments:

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

Year ended
December 31 Quarter ended
2003 2004 3/31/05 6/30/05 9/30/05
(Unaudited) (Unaudited) (Unaudited)
Operating income (los— as previously reporte | $ 46,11 |$29,04¢ |$ 3,86¢ $ (1,60) $ 11,89(
Increase (decrease) due to change
Service, rental and maintenance expe 2,54¢ 504 44 73 60t
General and administrative expel (787) (747) (5) 742 1,522
Depreciation, amortization and accret (10,429 7,161 (1,809 (2,082) (1,28¢€)
Severance and restructuri — (85€) — — —
Operating income (los— as restate $ 37,46 | $35,10¢ [$ 2,09¢ $ (2,868 $ 12,73
Net income (loss— as previously reporte $16,12¢ |$13,48. [$ 1,292 $ (2,649 $ 35E
Adjustments to operating income (loss), (8,65%) 6,062 (2,770 (1,267%) 841
Other income, ne— increase (decreas — 15€ (15€) — —
Income tax expens— (increase) decrea: 5,53: (7,537) 771 10t 7,531
Net income (loss— as restate $13,00¢ [$12,167 |$ 137 $ (3,81) $ 8,727
Year Ended
December 31, Quarter Ended (Unaudited)
2003 2004 3/31/05 6/30/05 9/30/05
(Unaudited) (Unaudited) (Unaudited)
Diluted net income per common share — as previou
reported $0.81 |$0.64 |$ 00t $ (010 $ 0.01
Effect of adjustments to incon (0.16¢) [ (0.0€) (0.09) (0.09 0.31
Diluted net income per common sh— as restate $0.65 |$056 [$ 001 $ (019 $ 0.32
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Summary of Adjustments to Assets and Liabilities
(In thousands)

Assets
Increase (decrease)
Accounts receivable, n
Other receivable
Property and equipment, r
Goodwill
Deferred income tax asse

Total impact on Assel
Total Assets, as restat
Liabilities
Increase (decrease)
Accrued taxe!
Accrued severance and restructut
Accrued othe
Other lon¢-term liabilities
Total impact on Liabilitie:
Total Liabilities, as restate
Equity
Increase (decrease)
Additional paic-in capital
Retained earning
Total impact on Equit

Total Equity, as restate

Total impact on Liabilities and Equi

Total Liabilities and Equity, as restat

December 31,

2003 2004 3/31/05 6/30/05 9/30/05
(Unaudited) (Unaudited) (Unaudited)
$ — [$ @40 |$ (740 $ (740 $ (740
— — — — 2)
(5,367) 3,52( 2,172 551 (10,35¢)
— 2,57¢ 2,57¢ 2,561 2,841
(11,88) | (19,589 | (17,326 (19,419 (4,412)
$(17,250 [$(14,230 |$ (13,310 $ (17,04) $ (12,669
$495,49! [$782,14° ($ 736,12. $702,66. $ 688,89:
$ 1317 [$ 2,235 ($ 240t $ 1,496 9 (29
— 85¢€ 85¢€ 85€ 85€
78C 951 762 874 (2,969
9,01z 9,02¢ 10,88¢ 8,92( 10,24:
$ 11,10¢ [$ 13,067 [$ 1491: $ 12,14¢ $ 8,11(
$169,23. [$226,10° ($ 178,30¢ $ 146,40 $ 123,38(
$(21,070) | $(18,699) |$ (18,470 $ (18,27) $ (18,22)
(7,289 | (8,609 (9,75¢) (10,920 (2,54¢)
$(28,359) | $(27,29) |$ (28,229 $ (29,19) $ (20,779
$326,26: | $556,04( [$ 557,81: $556,26( $ 565,51:
$(17,250 [$(14,230 |$ (13,310 $ (17,04) $ (12,66
$495,49! [$782,14° |$ 736,12. $ 702,66. $688,893
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The financial statement line items impacted by ¢hedjustments are summarized in the following ®le
thousands, except shares and per share amounts):

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

reported  Asrestatec _reported  As restatec
(In thousands)

ASSETS
Accounts receivable, n $ 26,05: $ 28,92¢ $ 37,75( $ 40,07¢
Deferred income tax asse— current 30,20¢ 32,38¢ 26,90¢ 25,52¢
Total current asse 105,51: 110,567 127,11 128,05¢
Property and equipment, r 213,87. 208,50t 216,50¢ 220,02
Goodwill — — 151,79: 154,36!
Deferred income tax ass«— long-term 189,34t 175,28( 225,25 207,04t
Total Asset: $509,87: $495,49! $793,30¢ $782,14°
LIABILITIES AND STOCKHOLDERS' EQUITY
Accrued compensation and bene $ 17,82( $ 16,75¢ $ 17,79: $ 10,32¢
Accrued taxe! 10,07¢ 11,39 27,86: 30,09
Accrued severance and restructut 11,48: 12,54: 4,974 16,24
Accrued Othe 8,10« 11,757 10,27¢ 14,297
Total current liabilities 111,20° 116,170 151,91 161,97
Other lon¢-term liabilities 4,04z 13,05 10,55t 16,63:
Total Liabilities 155,24¢ 169,23. 209,97. 226,10
Total Stockholder Equity 354,62: 326,26 583,33° 556,04(
Total Liabilities and Stockholde’ Equity $509,87. $495,49! $793,30¢ $782,14
CONDENSED CONSOLIDATED INCOME STATEMENTS
(In thousands, except share and per share amounts)
Year Ended Year Ended
December 31, 2003 December 31, 2004
As As
previously As previously As
reported restated reported restated
Service, rental and maintenar $192,15¢ $189,29( $161,07: $160,14«
General and administratiy 166,16 166,94¢ 129,29¢ 130,04¢
Depreciation, amortization and accret 118,91 129,65¢ 114,36° 107,62¢
Stock based compensati 11,42( 6,21¢ 12,927 4,86:
Severance and restructuri 11,48: 16,68: 3,01¢ 11,93¢
Total operating expens 551,36: 560,01t 461,11 455,05:
Operating incom: 46,11¢ 37,46: 29,04¢ 35,10¢
Other income 51€ 51€ 65¢ 814
Income before income tax (expen 26,96¢ 18,31¢ 22,75¢ 28,97
Income tax (expenst (10,847 (5,309 (9,27¢) (16,810
Net income $ 16,12¢ $ 13,00¢ $ 13,48 $ 12,16
Basic net income per common sh $ 081 $ 068 $ 065 $ 05¢
Diluted net income per common shi 0.81 0.6% 0.64 0.5¢
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3. Merger of Arch and Metrocall

USA Mobility, a holding company, was formed to effé¢he merger of Arch and Metrocall, which occurced
November 16, 2004. The merger was accounted fagukie purchase method of accounting. Arch wa:
accounting acquirer. Accordingly, the basis of Aschissets and liabilities as of the acquisitioredat reflected in
the balance sheet of USA Mobility at their histatibasis. Amounts allocated to Metrocall's assatslebilities
were based upon the total purchase price and timagsd fair values of such assets and liabilifidee results of
operations of Metrocall have been included in ti8AWMOobility results from November 16, 2004; themefothe
results presented for the year ended Decembel08B, @ not include results associated with Metlpediereas th
results presented for the years ended Decemb@08%,and 2005 include results associated with Matkérom the
merger date.

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§éhes force
The Company expects to continue its reviews thrd@2@)6 and beyond as it deconstructs networks amtdlatdizes
its systems. In this process, the Company hasriedwand expects to incur additional costs.

The Company adjusted the purchase price allocdtioimg 2005 as additional costs became known and
estimable one year from transaction date. Goodval reduced by $4.9 million to reflect a $3.7 roilliadjustment
to accrued state and local tax contingencies atd2million adjustment to deferred tax assetsltiegufrom
information obtained during the preparation of @@mpany’s 2004 income tax return.

The restated purchase price has been allocatedl@ss ($ in thousands):

At November 16,

2004
Consideration exchange
Fair value of shares issu $ 207,56:
Fair value of options issue 9,00t
Cash paymer 150,00(
Transaction cosi 8,87(
375,43t
Liabilities assume: 57,38¢
Total purchase pric 432,82:
Less estimated fair value of identifiable assetpiaed:
Cash and cash equivalel 41,11
Accounts receivabl 26,02:
Prepaid expenses and other current a: 7,38(
Property and equipme 90,68:
Deferred tax asse 38,11¢
Intangible assetl 72,25¢
Other asset 552
Deferred compensatic 2,332
Total assets acquire 278,45:
Goodwill $ 154,36
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The following table summarizes the fair valuesha assets acquired and liabilities assumed atdteeal acquisitio
($ in thousands):

At November 16,

2004
Current assel $ 74,51
Property and equipme 90,68:
Intangible asset 72,25¢
Deferred tax asse 38,11¢
Goodwill 154,36
Other asset 558
Deferred compensation (presented as contra ec 2,332
Total assets acquire 432,82:
Current liabilities (57,310
Long-term debt (79
Total liabilities assume (57,389
Net assets acquire $ 375,43t

The following unaudited pro forma summary presémsconsolidated results of operations as if thegarehad
occurred at the beginning of the period preseratdr giving effect to certain adjustments, inchgldepreciation,
amortization and accretion of acquired assets @tiedast expense on merger-related debt. Theseopmafresults
have been prepared for comparative purposes odlylamot purport to be indicative of what would &accurred
had the merger been completed at the beginningegbériods presented, or of results that may dociive future.

Year Ended December 31

2003 2004
(Proforma)
(In thousands except per share amounts)
Revenue: $1,015,41. $788,70!
Net income (loss 58,94 36,58
Basic net income (loss) per common skt 2.1¢ 1.3¢
Diluted net income (loss) per common sh 2.1¢ 1.34

4. Long Lived Assets

Depreciation, amortization and accretion expenksga® to property and equipment for the years ended
December 31, 2003, 2004 and 2005, respectively asdsllows ($ in thousands):

12 Months Ended December 31,

2003 2004 2005
Depreciatior $124,60: $101,71! $104,12°
Amortization 2,15¢ 3,71¢ 24,31
Accretion 2,89¢ 2,19¢ 2,88¢

$129,65¢ $107,62¢ $131,32¢

The Company adopted the provisions of SFAS No. A48punting for Asset Retirement Obligations
(“SFAS No. 143"), in 2002. SFAS No. 143 requires the recognitionadfilities and corresponding assets for
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future obligations associated with the retiremdrassets. USA Mobility has network assets thal@rated on
leased transmitter locations. The underlying legse®rally require the removal of equipment atethe of the lease
term; therefore a future obligation exists. The @any has recognized cumulative asset retiremeis obs

$17.4 million at both through December 31, 2004 20@5. Network assets have been increased to trétflese cos
and depreciation is being recognized over theimaded lives, which range between one and ninesyear
Depreciation, amortization and accretion expenséi®years ended December 31, 2003, 2004 andigolsied
$3.8 million, $1.6 million and $3.5 million, resgiely, related to depreciation of these assets. 8$set retirement
costs, and the corresponding liabilities, that hasen recorded to date generally relate to eitheent plans to
consolidate networks or to the removal of assetsutfh 2013.

The components of the changes in the asset retitevbigation balances for the year ended DecerBbger
2005 were as follows (in thousands):

Current Long-Term

Portion Portion

(Dollars in thousands)
Balance at December 31, 2C $3,42: $ 10,99¢
Accretion 351 2,531
Amounts paic (3,779 —
Additional amounts recorde — —
Changes in cash flow estima — —
Reclassification: 3,60¢ (3,609)
Balance at December 31, 2C $3606 $ 9,92¢

The balances above were included in accrued otfteotner longerm liabilities, respectively, at December
2005.

The primary variables associated with the estirmetehe number and timing of transmitters and edlat
equipment to be removed, the timing of removal, arfair value estimate of the outside contractesf® remove
each asset. In November 2004, this liability waseéased to reflect the merger with Metrocall arelititreased
transmitters acquired, the extension of the ecoadifiei of the paging network and the Company’s plm
rationalize the Arch two-way network through 200%addition, the obligation was increased by thst @ssociated
with rationalization of the combined one-way netior

The long-term asset retirement cost associatedthétloriginal assessment, the additional amoumirded due
to the Metrocall merger, and the refinements ofasmated removal cost timing due to the Metrogediger will
accrete to a total liability of $24.4 million thrglhi 2013. The accretion will be recorded on theregemethod
utilizing a 24% discount rate for the original asseent and 13% for the 2004 incremental estima&tes.estimate
based on the transmitter locations remaining &f@A Mobility has consolidated the number of netvwgortkoperate
and assumes the underlying leases continue tonleevesl to that future date. Depreciation, amortzgtand
accretion expense in 2002, 2003 and 2004 included illion, $2.9 million and $2.2 million, respectly, for
accretion expense on the asset retirement obligéébilities. This estimate is based on the trattemlocations
remaining after USA Mobility has consolidated thember of networks it operates and assumes the lyivagr
leases continue to be renewed to that future date.

Effective November 16, 2004 USA Mobility reviseatbstimated depreciable lives of its paging infrasstire
from five years to a range of one to approximatetyyears. The changes in useful life resulted filoentiming of
USA Mobility’s network rationalization program dte the merger with Metrocall and aligned the uséfgs of
these assets with their planned removal from seris a result of this prospective change deprieciaxpense
decreased approximately $0.7 million in the foutiarter 2004.
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Goodwill and Amortizable Intangible Assets Goodwill of $149.5 million at December 31, 2005ulésd fron
the purchase accounting related to the Metrocalliaition (see Note 3). Goodwill was reduced byo34illion
during the year ended December 31, 2005. This texfureflects $3.7 million of adjustments to thatetand local
tax contingencies identified at the merger datArch and Metrocall and $1.2 million of adjustmetdghe deferred
tax assets resulting from information obtained miyithe preparation of the Company’s 2004 incomegaxns.

Other intangible assets were recorded at fair valube date of acquisition and amortized overqutsi
generally ranging from one to five years.

Amortizable intangible assets are comprised ofelewing at December 31, 2005 (in thousands):

Useful Life Gross Carrying Accumulated

(in Years) Amount Amortization Net Balance

Purchased subscriber li 5 § 68,59 $ (29,04) $ 39,55(
Purchased Federal Communications Commission

(“FCC") licenses 5 3,52 (2,436 1,091

Other 1 2,16( (2,147 13

74,28( (33,62¢) 40,65

Deferred financing cos 2 3,45¢ (3,459 —

$  77,73¢ $ (37,08 $ 40,65

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

Useful Life Gross Carrying Accumulated

(in Years) Amount Amortization Net Balance

Purchased subscriber i 5 % 68,59! $ (6,95¢ $ 61,63¢
Purchased Federal Communications Commission

(“FCC") licenses 5 3,74¢ (2,160 1,58¢

Other 1 2,11¢ (264) 1,85t

74,46 (9,389 65,07¢

Deferred financing cos 2 3,45¢ (1,409 2,05(

$ 77,92(  $ (10,79) $ 67,12¢

Aggregate amortization expense for other intanggiskeets for the years ended December 31, 2003,&@D4
2005 was $2.2 million, $3.7 million and $24.3 natlirespectively. The estimated amortization expevssed on
current intangible balances, is $14.5 million, $ion, $8.9 million and $7.8 million, for the ges ended
December 31, 2006, 2007, 2008, and 2009, respfctNe amortization is expected to be charged ih®0

The amortization of deferred financing costs ofr$@003, $1.4 million in 2004 and $0.8 million iIBG5 were
included with interest expense. $1.3 million ofateéd financing costs were reported as a losstingxshment of
debt due to early payment of the borrowings unkercredit facility.
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5. Long-term Debt

Debt consisted of the following (in thousands):

December 31,

2004 2005
Carrying Value Fair Value Carrying Value Fair Value
Borrowings under credit agreems $ 95,00 $ 95,000 $ — 8 =
Other 58 58 13 13
95,05¢ 13
Less— Current maturitie! 47 ,55¢ 13
Long-term deb $ 47,50( $ —

Borrowings under Credit Facility— On November 16, 2004, Metrocall and Arch as Bwears, along with
USA Mobility and its bank lenders, entered intaredit agreement (the “credit agreement”) to borrow
$140.0 million. Under the credit agreement, the @any may designate all or any portion of the bomos
outstanding at either a floating base rate advaneeEurodollar rate advance with an applicableginaof 1.50% fo
base rate advances and 2.50% for Eurodollar adsafmbe cash proceeds under the credit agreemeatused by
USA Mobility to fund a portion of the cash considton paid to Metrocall shareholders in accordamitle the
merger agreement. The borrowings were securedistantially all of the assets of USA Mobility. Dagi 2005, thi
Company paid the remaining balance under the cagdéement in full satisfaction of its bank debifgations.

6. Stockholders Equity
General

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

At December 31, 2004 and 2005, there were 26,827q0d 27,215,493 shares of common stock and neshar
of preferred stock outstanding, respectively. Iditioin, at December 31, 2005 there were 269,138shaf commo
stock reserved for issuance from time to time tsfageneral unsecured claims under the Arch pfan
reorganization.

For financial reporting purposes, the number ofashaeserved for issuance under the Arch plan of
reorganization has been included in the Comparmpented outstanding shares balance.

In lieu of cash payments for directors’ fees earsiade the date of the merger on November 16, 20@dugh
September 30, 2005, two directors elected to recaitotal of 3,484 unrestricted shares of the Calylpacommon
stock during June, August and October 2005 based tife fair market value of a share of common stddke dat
of issuance. 992 shares will be issued for feaseebthrough December 31, 2005.

Cash Distributions to Shareholders —Fhe Board of Directors of USA Mobility declared@esial one-time
cash distribution of $1.50 per share on Novemb@0R5, with a record date of December 1, 2005,aapdyment
date of December 21, 2005. This cash distributies paid from available cash on hand.

Arch Wireless, Inc. New Common SteekUpon the effective date of the Arch plan of reoiigation, all of the
Arch Predecessor Company'’s preferred and commaik,stod all stock options were cancelled. The Reamed
Company’s authorized capital stock consisted dd@0,000 shares of common stock. Each share of constock
had a par value of $0.001 per share. As of DeceBhe2003, Arch had issued and outstanding 19,Z83hares ¢
common stock and the remaining 516,523 shares n@segved for issuance under Arch’s plan of reogian, to
be issued from time to time, as unsecured clainme wasolved. Approximately 269,139 of these shegesin at
December 31, 2005, to be issued pursuant to Aphais of reorganization. All 20,000,000 shares wisemed
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issued and outstanding for accounting purposesetimber 31, 2003. All shares of Arch Wireless, e
common stock were exchanged for a like number afeshof USA Mobility common stock.

Additional Paid in Capital— During the quarter ended December 31, 2003 tiaddi paid in capital increased
by $195.9 million as a result of the reductionhia taluation allowance previously recorded againsh’s deferred
tax assets (see Note 7). On November 16, 2004tiautli paid in capital increased by approximatef &6 million
due to the exchange of the Company’s stock an@mgfior outstanding Metrocall common stock andanti(see
Note 3). During December 2005, additional paidapital decreased by $19.7 million as a result efdast
distribution to shareholders discussed above.

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

Year Ended December 31,

2003 2004 2005

Net income $ 13,00¢ $ 12,165 12,90°
Weighted average shares of common stock outsta 20,000,00 20,839,95 27,275,04
Dilutive effect of:

Options to purchase common stock and restrictexk: 34,47¢ 126,44t 152,08(
Weighted average shares of common stock and consinok

equivalents 20,034,47 20,966,40 27,427,12
Earnings per shal

Basic $ 065 $ 05¢ $ 0.47

Diluted $ 0.65 % 058 % 0.47

Arch 2002 Stock Incentive Plan

Restricted Stock.The Arch 2002 Stock Incentive Plan, as amenddthoaized the grant of up to 1.2 million
shares of common stock of the Reorganized Compahg tssued pursuant to the Arch plan of reorgéinizaOn
May 29, 2002, November 5, 2002 and June 27, 2083280, 17,800 and 29,257 shares, respectively igsued,
at $0.001 per share, to certain members of Archagament. On both May 29, 2003 and 2004, 316,99%&sha
vested, and 42,344 shares vested on May 29, 2005.

Any unvested shares granted under the 2002 Staehntive Plan are subject to repurchase by Archer t
Company at the issue price of $0.001 per shareibmployment of an employee entitled to such geaterminate«
for any reason other than, in the case of Archisfaixecutive officer, its president and chief ggirg officer and
its executive vice president and chief financidicefr, a change of control. In 2004, Arch and tlmrpany
repurchased 273,658 shares from terminated emoyeaeof December 31, 2005, there were no remaistiages
under this plan.

The fair value of the shares listed above totaked $illion and was being recognized ratably oherthree-
year vesting period. $1.8 million, $1.1 million add.1 million were included in stock based and otleenpensatio
for the years ended December 31, 2003, 2004 ansl, 288pectively in relation to these shares.

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

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

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

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

Options to purchase 169,000 shares of Metrocallnsomstock were converted into options to purchase
317,044 shares of Company common stock at an eeepcice of $0.302 per share. The Metrocall optiors/erted
into USA Mobility options and vested on May 6, 300he fair value of these options was $9.0 milkidmich was
calculated using the BlacBeholes option valuation model assuming a risk ifiearest rate of 1.0%, an expected
of 5.7 months, an expected dividend yield of zara an expected volatility of 79% which resultea ifair value
per option grant of $28.40. Compensation expen$ & million associated with the remaining vesfiegiod was
recognized over 5.7 months; $0.6 million of whichswrecognized for the November 16, 2004 to Dece@be200-
period; $1.7 million of which was recognized in trear ended December 31, 2005.
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The following table summarizes the activities unither USA Mobility and Arch stock option plans ftiet
periods presented:

Weighted
Number Average
of Exercise

Options Price
Arch options outstanding at December 31, 2 — —
Granted 249,99t 0.001
Exercisec — —
Arch options outstanding at December 31, 2 249,99¢ 0.001
Exercisec (166,66 0.001
Arch options outstanding as of November 16, 200#eded into USA Mobility option 83,33: 0.001
Metrocall options converted into USA Mobility optis 317,04« 0.30z
Terminatec (31,427 0.30z
Exercisec (76,267 0.06¢
USA Mobility options outstanding at December 3102 292,68° 0.27¢
Terminatec (2,819 0.30z
Exercisec (287,899 0.28(
Granted — —
USA Mobility options outstanding at December 3102 1,981 0.001
USA Mobility options exercisable at December 3102 1,981 0.001

As of December 31, 2005 1,981 options to purcha8A Mobility common stock had exercise prices of0BQ.
The range of exercise prices for USA Mobility optsovas $0.001 to $0.001.

USA Mobility, Inc. Equity Incentive Plan

Restricted Stock.In connection with and prior to the merger, thepany established the USA Mobility, Inc.
Equity Incentive Plan (“Equity Plan”). Under the ity Plan, the Company has the ability to issugaup
1,878,976 shares of its common stock to eligiblpleyees and non-employee members of its Board i&fdiirs in
the form of stock options, restricted stock, stgoknts or units. Restricted shares awarded unédgglém entitle the
shareholder to all rights of common stock ownerghigept that the shares may not be sold, transfegsehanged,
or otherwise disposed of during the restrictiorigekrwhich will be determined by the Compensatiamnittee of
the Board of Directors of the Company.

On June 7, 2005, the Company awarded 103,937 sbfrestricted stock to certain eligible employees.
Effective November 2, 2005, the Board of Directansended the vesting schedule for the restrictatk sfiche
vesting date for the initial two-thirds of the méstied shares for each eligible employee is Janligdp07, and the
remainder will vest ratably over the course oftile&t year, such that as of January 1, 2008, 1008teofestricted
stock awards would be fully vested. The Companyl dise fair-value based method of accounting foravard and
will ratably amortize the $2.8 million to expensesothe vesting period. A total of $0.6 million wiasluded in
stock based and other compensation for the yeadebdcember 31, 2005 in relation to these shares.

Any unvested shares granted under the Equity Rlafodeited if the participant terminates employmwith
USA Mobility. In 2005, 15,835 shares were forfeitdd of December 31, 2005, there were 58,764 remashares
scheduled to vest on January 1, 2007; and 29,388inng shares are scheduled to vest ratably tieecdurse of
the following year, such that all shares awardedsaheduled to fully vest by January 1, 2008.
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7. Income Taxes

USA Mobility accounts for income taxes under tlabiiity method of SFAS No. 109. Deferred income tax
assets and liabilities are determined based oditfegence between the financial statement andatteeunting for
income tax bases of assets and liabilities, giterptrovisions of enacted laws. The Company woubldige a
valuation allowance against deferred income tagtas§ based on available evidence, it is morelyikhan not that
the deferred income tax assets would not be rehlize

The components of USA Mobility’s net deferred taset at December 31, 2004 and 2005 were as follows
(in thousands):

2004 2005

Deferred tax asse $232,57: $226,04!
Deferred tax liabilities — _

$232,57:  $226,04!

The approximate effect of each type of temporaffedince and carry forward at December 31, 200428@b
is summarized as follows (in thousands):

2004 2005
Net operating losse $ 39,04 $ 42,337
Intangibles and other ass 152,65« 142,17
Property and equipme 12,30¢ 16,04¢
Contributions carryove 2,441 2,32(
Accruals and reserve 26,12¢ 23,16:

$232,57.  $226,04!

At December 31, 2005, the Company had unused reeatipg loss carryforwards for federal and stateine
tax purposes of approximately $110 million expivevérious amounts through 2025. The Company’stghdi use
net operating losses may be subject to limitatmunsuant to the ownership change rules of thenatdRevenue
Code Section 382.

SFAS No. 109 requires USA Mobility to evaluate theoverability of its deferred tax assets on anoomyy
basis. The assessment is required to determinéheshledsed on all available evidence, it is morelyikhan not that
all of USA Mobility’s net deferred income tax assetill be realized in future periods. Upon emergefrom
bankruptcy, Arch had not generated income beforexpense for any prior year, projections indicdtsses befor
tax expense for early future periods and Arch hatljeorganized under Chapter 11. Since signifipasitive
evidence of realizability did not then exist, auation allowance was established against the rietrée tax assets
at that time.

During the quarter ended December 31, 2003, Archag@ment determined the available positive evidence
carried more weight than the historical negativielence and concluded it was more likely than nat the net
deferred tax assets would be realized in futuregsr Therefore, the $207.6 million valuation allowee was
released in the quarter ended December 31, 20@3padsitive evidence management considered inclagethting
income and cash flows for 2002 and 2003, Arch’ayapent of debt well ahead of scheduled maturities a
anticipated operating income and cash flows fauriperiods in sufficient amounts to utilize the deferred tax
assets.

Under the provisions of SFAS No. 109, reductiona tteferred tax asset valuation allowance thatexkiat the
date of fresh start accounting are first creditgaliast an asset established for reorganizatiorevialexcess of
amounts allocable to identifiable assets, thertheradentifiable intangible assets existing atdate of fresh start
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accounting and then, once these assets have loheredeto zero, credited directly to additional paidapital. The
release of the valuation allowance described abedeced the carrying value of intangible asset$hg million
and $13.4 million for the seven month period endedember 31, 2002 and the year ended Decembef3, 2
respectively, and the remaining reduction of theiaton allowance of $195.9 million was recordedasncrease |
stockholders’ equity

In accordance with provisions of the IRC, Arch weguired to apply the cancellation of debt incomisirag in
conjunction with the provisions of its plan of rganization against tax attributes existing as afdbeber 31,
2002. The tax law about the method utilized tocate the cancellation of debt income is subjevtiried
interpretations and differences may have a matefiatt on the future tax position of USA Mobilit%s a result of
the method used to allocate cancellation of detzirime for financial reporting purposes as of Deceartie 2002,
Arch had no net operating losses remaining andathéases of certain other tax assets were redircédigust
2003, the Treasury issued new regulations regattie@llocation of cancellation of debt income. Maevaluated
these regulations and determined that an alteenatizthod of allocation was more applicable to #wtsfthan the
method utilized at December 31, 2002. This metlesdlted in approximately $19.0 million of additibdaferred
tax assets and stockholders’ equity being recodriiz€003 than would have been recognized usinglitbeation
method applied for financial reporting purposesfa®ecember 31, 2002. Had this revised method bébred at
December 31, 2002, the only effect on the Comparyrsolidated financial statements would have lleemgyross
amounts disclosed in the tables above becauseh&tta full valuation allowance in place at thatetim

For the year ended December 31, 2005, the Compaatyated the recoverability of its deferred assEte
Company determined that (1) the results for the gaded December 31, 2005, were consistent with’Arc
management’s previous assessment and (2) thepat#difuture results (which include additional @mental
income from Metrocall operations) indicated tha @ompany will continue to generate income befoceine tax
expense. The results of this assessment continnditate no valuation allowance against the defetax assets
was required.

The significant components of USA Mobility’s incorfex expense attributable to current operationsher
years ended December 31, 2003, 2004 and 2005 wdod@ws (in thousands

2003 2004 2005
Current tax expens $3,65¢ $ (95€) $ 3,11¢
Deferred tax expens 1,65¢ 17,76¢ 7,461

$5,30¢ $16,81( $10,57.

The following is a reconciliation of the United &a federal statutory rate of 35% to the Compaeyjsected
applicable tax rate for each of the periods indidgR003 and 2004 are restated):

Year Ended
December 31
2003 2004 2005

Federal income tax at statutory r 35.(% 35.(% 35.(%
Increase (decrease) in taxes resulting fr
State income taxes, net of federal tax bel 51 211 10.1
Change in valuation allowan: (9.9 — —
Other @7 2. (0.9
Effective tax rate 29.(% 58.1% 45.(%
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8. Settlement Agreements

During the three months ended March 31, 2005, tragany reached a settlement agreement with a véador
roaming credits held by USA Mobility and recordefila5 million reduction to service, rental and ntamance
expenses for this cash consideration. The Compdhglao use additional benefits of $0.5 millionenthe next
58 months as USA Mobility customers incur roamihgrges on the vendor’s network.

On November 10, 2004, three former Arch senior eftees (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 settlemeytneat of $4.3 million, and a previously agreed gdtion payment
equal to nine months of base salary. This mitigatiayment may be reduced based on income recaiwvedfiture
employment. The Company recorded this $4.3 milietilement and $0.9 million mitigation payment asrecrease
to severance expenses for the years ended Dec&hpb2005 and 2004 respectively.

9. Commitments and Contingencie:

In August 2005, USA Mobility, through a subsidiaentered into a Master Antenna Site Lease agreeftient
“Master Leases”) with a subsidiary of Global Signat. (“Global Signal”) under which USA Mobilitynal/or its
affiliates may lease space for their equipment@mraunications sites currently and subsequently dwmanaged
or leased by Global Signal. The new Master Leasas wffective as of July 1, 2005 and expire on Ddu 31,
2008. Under the Master Leases, USA Mobility mayateaup to a specified maximum number of transnsitoer
Global Signal’s sites for a fixed monthly fee. Thed monthly fee decreases periodically over tinoen
approximately $1.6 million in July 2005 to approstaly $1.0 million per month in 2008.

In January 2006, USA Mobility entered into a newdtéa Lease Agreement (“MLA”) with American Tower
Corporation (*“ATC"). Under the new MLA, USA Mobilitwill pay ATC a fixed monthly amount in exchange f
the rights to a fixed number of transmitter equéva (as defined in the MLA) on transmission towerthe ATC
portfolio of properties. The new MLA was effectivanuary 1, 2006 and expires on December 31, 20#0fiXed
monthly fee decreases periodically over time frdrb$million per month in January 2006 to $0.9 railliper month
in 2010.

USA Mobility was named as a defendant, along witbhd Metrocall and Metrocall's former board of diters,
in two lawsuits filed in the Court of Chancery bétState of Delaware, New Castle County, on Jun@@® and
July 28, 2004. The Company and the other defendantiésed into a settlement agreement with the tifi@iprior to
the merger, which was approved by the court on M&y2005 and the case was dismissed. As notedtim (8h
Settlement Agreementen May 9, 2005, three former executives of Arghead to dismiss all claims against Arch
and its subsidiaries in exchange for a settlemaninent of $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 effect on its reported resulspefrations, cash
flows or financial position.

Operating Leases— USA Mobility has operating leases for office anahgmitter locations. Substantially all
these leases have lease terms ranging from onértmfive years. USA Mobility is rationalizing itdffice and
transmitter locations, and intends to replace, cedur consolidate leases, where possible.
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Future minimum lease payments under non-cancetgdgeating leases at December 31, 2005 were asviollo
(in thousands):

Year Ending December 31

2006 $ 68,87(
2007 47,97(
2008 35,21(
2009 16,55¢
2010 13,14%
Thereaftel 3,15¢

Total $184,91-

Total rent expense under operating leases forehesyended December 31, 2003, 2004 and 2005, ap@ated
$121.9 million, $102.8 million and $145.7 millioaspectively.

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

The Company and certain of its subsidiaries, peeaiiinder Delaware law, have entered into indecwatifin
agreements with several persons, including eadtis pfesent directors and certain members of manegg for
certain events or occurrences while the directonember of management is, or was serving, atisest in such
capacity. The maximum potential amount of futurgrpants the Company could be required to make uthdse
indemnification agreements is unlimited; howeviee, Company has a director and officer insurancieythat
limits its exposure and enables it to recover digoiof any future amounts paid under the termthefpolicy. As a
result of USA Mobility’s insurance policy coverad¢SA Mobility believes the estimated fair valuetbése
indemnification agreements is immaterial. TheretbeeCompany has not recorded a liability for thegeements
as of December 31, 2004 and 2005.

Other Commitments —On February 11, 2004, Metrocall’'s wholly owned sdiasy, Metrocall Ventures
(“Ventures”), entered into an agreement with Gleadylectronics, Inc., a subsidiary of Glenayre Texhgies, Inc.
to form GTES, LLC (“GTES”)GTES offers product sales, maintenance servicéisya® development and prodt
development to the wireless industry as an authdrizensee of paging infrastructure technology eaviy
Glenayre Electronics, Inc. Pursuant to the termth®fagreement, Ventures contributed cash of $#lidmin
exchange for a 51% fully diluted ownership inteiagBTES. USA Mobility has a commitment to fund aahcash
flow deficits, if any, of GTES of up to $1.5 millioduring the initial three-year period followingetimvestment date.
Funds may be provided by Ventures to GTES in tien fof capital contributions or loans. No fundingsizseen
required through December 31, 2005.
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10. Employee Benefit Plans
Arch Long-term Incentive Plan

In June 2003, Arch’s board of directors approvéahg-term incentive plan to retain and attract key mensiod
management and to align their interests with tlids&rch’s shareholders. Payments under this plareveased on
the annual management incentive payment for 208&hawvas paid by Arch in the first quarter of 2004 that
time, the amount of the annual incentive paymerdwarhwas also converted into a number of unitsyddrbased
on the average price of Arch’s common stock fordays prior to the annual incentive payment. Paymaeder the
long-term incentive plan will occur on the secondigersary following the 2003 annual incentive paym As part
of the merger USA Mobility assumed the obligatiofishis plan. The amount of the payment will beetletined by
multiplying the number of units for each participag the average price of USA Mobility’s commondktat that
point in time. Therefore, the liability associateith the long-term incentive plan will fluctuate @ach reporting
period based on the price of USA Mobility’s comnsiack in each reporting period. Each participantigs vest as
follows: 1/ 3upon the 2003 annual incentive payment dateldandn each subsequent anniversary. The plan inc
provisions that require payment prior to the secamoiversary following the 2003 annual incentivgrpant under
certain circumstances, such as the involuntaryitertion of a participant without cause or a chaimgeontrol of
Arch. At December 31, 2004, other long-term lidteh included $2.6 million associated with thismlat
December 31, 2004 and 2005, current liabilitietuided $3.0 million and $1.7 million, respectivefissociated with
this plan. This amount was paid out in March 2006.

Arch Retirement Savings Plans

Arch has had multiple retirement savings plansesitecacquisitions of MobileMedia and PageNet i@9.8nd
2000, respectively, qualifying under Section 40-k)he IRC covering eligible employees, as defiri@dring 2002
Arch completed the consolidation of these plans orte plan, the Arch Retirement Savings Plan. Utiteplan, a
participant may elect to defer receipt of a statetentage of the compensation which would otherlvespayable
to the participant for any plan year (the defemetbunt) provided, however, that the deferred amshali not
exceed the maximum amount permitted under Secfidgkd of the IRC. Each of the current and formemgl
provide for employer matching contributions. Aggaggmatching contributions for the years ended ez 31,
2003 and 2004 was approximately $0.8 million and $6illion, respectively. Effective January 1, 20€@% Arch
Retirement Savings Plan was merged into the Mellrdna. Savings and Retirement Plan that was sylnsetly
renamed the USA Mobility, Inc. Savings and Retiratridlan.

Metrocall, Inc. Savings and Retirement Plan

The Metrocall, Inc. Savings and Retirement Plar (Bavings Plan”), a combination employee saviriga p
and discretionary profit-sharing plan, is openltdveetrocall employees working a minimum of twertgurs per
week with at least six months of service. The Rjaalifies under section 401(k) of the IRC. Undexr 8avings Plar
participating employees may elect to voluntarilytibute on a pretax basis between 1% and 15%edf salary up
to the annual maximum established by the IRC. Metidvas agreed to match 50% of the employee’sritrtion,
up to 4% of each participant’s gross salary. Cbations made by the Company vest 20% per year biagjron the
second anniversary of the participant’s employm@ther than the Company’s matching obligations;uised
above, profit sharing contributions are discretigndatching contributions under the Savings Plamev
approximately $122,000 for the period NovemberdBécember 31, 2004. On January 1, 2005, the Madtrdac.
Savings and Retirement Plan was renamed USA Mgphifit. Savings and Retirement Plan. Matching é¢bations
under the Savings Plan were approximately $1.3anifor the twelve months ended December 31, 2005.
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11. Stock Based Compensatiol

Compensation expense associated with options aticted stock was recognized in accordance wigHair
value provisions of SFAS No. 123, over the instrataevesting period. The following table refleciet
classification of $4.9 million and $2.8 million gtock based compensation for the year ended Dece3th2003,
2004 and 2005, respectively (dollars in thousands).

Year Ended December 31,

2003 2004 2005
Service, rental and maintenance expe $ 41C $ 37C $ 26C
Selling and marketing expen 21 32 22€
General and administrative expel 5,78 4,461 2,34¢
Total stock based compensat $6,21¢  $4,86¢ $2,83:

12. Accrued Liabilities
Severance and Restructuring

In the years ended December 31, 2004 and 2005, \d&ity recorded severance and restructuring cobts
$11.9 and $16.6 million, respectively, related 8085 reorganization plan and certain lease agneesnfier
transmitter locations.

In the years ended December 31, 2003 and 200&dhepany recorded restructuring charges of $11.6omil
and $3.0 million, respectively, related to certaase agreements for transmitter locations. Urftetdrms of these
agreements, USA Mobility is required to pay minimamounts for a designated number of transmitteations.
However, as a result of rationalization activitdesurring after the merger, USA Mobility determirtbdt the
designated number of transmitter locations waxaess of its current and anticipated needs. D20@p the
liabilities associated with these transmitter |gma were paid.

During the second quarter 2005, the Company anrslaceorganization plan to adjust its management
structure and consolidate three sales divisiorivefregions into two sales divisions of six regioithis plan was
subsequently adjusted to reflect one national salgsnization consisting of eleven regions. Undés plan, and in
an effort to continue to integrate operations oftAand Metrocall, the Company planned to elimimatge than 400
additional positions through the end of 2005. ABetember 31, 2005, the Company had 1,617 emplpgees
reduction of 1,227 employees from the date of tleeger. As of December 31, 2005, the Company h&srillion
accrued for postemployment benefits, including smvee and health benefits, for the employees teag wr will be

terminated.
In addition, a $4.3 million settlement agreemerthwree former Arch executives was paid duringeec
quarter 2005.
At December 31, 2004, the balance of the restringjuiabilities was as follows (in thousands):
Balance at Restructuring Balance at
December 31 Charge in December 31
2003 2004 Reclassification: Cash Paic 2004
Lease obligation cos $ 1148. $ 3,01¢ —  $(11,03) % 3,46
Severanci 1,061 8,92C % 2,94¢ (157) 12,77¢
Total $ 1254. $ 1193t $ 2,94¢  $(11,187) $ 16,24:

The reclassification amount represents another-terrg liability that became due as part of the sawee
agreement. The balance of these liabilities wad paér the first two quarters of 2005.
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At December 31, 2005, the balance of the liabiltgs as follows (dollars in thousands):

Balance at Remaining

December 31 Liability at
2004 Charges in 200! Reclassification: Cash Paic December 31, 200
Lease obligation cos $ 3460 9 1,092 $ — $(@455) $ —
Severance cos 12,77¢ 11,217 1,99¢ (24,137 1,85¢
Litigation settlement cosi — 4,30( — (4,300) —
Total $ 1624: $  16,60¢ $ 1,99/ $(32,989) $ 1,85¢

Reclassifications represent reclassification of@ed liabilities for vacation and long-term incems to be paid
to severed employees. The balance of this accraletitly will be paid during 2006.

Current Liabilities — Accrued Other

The components of this balance are as follows:

Year Ended
December 31,
2004 2005
(Dollars in thousands)
Accrued othe $ 7,80¢ $ 6,352
Asset retirement obligatic— current 3,42 3,60¢
Escheat liability 3,06¢ 2,08¢
Total Accrued Othe $14,297 $12,04¢

13. Related Party Transactions

Two of USA Mobility’s directors, effective Novembés, 2004, also serve as directors for entitiesifrehich
the Company leases transmission tower sites. Dahed¢welve months ended December 31, 2005, thep@oyn
paid $23.6 million and $10.2 million, respectively,these landlords for rent expenses. Each diréete recused
himself from any discussion or decisions by the @any on matters relating to the respective venaiowhich he
serves as a director.

14. Quarterly Financial Results (Unaudited)

Quarterly financial information for the years end@gcember 31, 2004 and 2005 is summarized below (in
thousands, except per share amounts) (see Note 2):

First Second Third Fourth
Quarter(1) Quarter(1) Quarter(1) Quarter(1)

Year Ended December 31, 200¢

Revenue: $165,67° $157,53° $151,95: $143,40:
Operating income (loss) (restate 2,09¢ (2,86¢) 12,73 15,181
Net income (loss) (restate 137 (3,81)) 8,72 7,85¢
Basic net income (loss) per common share (rest 0.01 (0.19 0.3 0.2¢
Diluted net income (loss) per common share (reg}i 0.01 (0.19 0.3z 0.2¢
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First Second Third Fourth

Quarter Quarter Quarter Quarter(1)
Year Ended December 31, 200
Revenue: $123,65¢ $115,79° $109,41° $141,28°
Operating income (los 11,25( 9,45¢ 11,63¢ 2,764
Net income (loss 4,83: 6,24t 2,40¢ (1,315
Basic net income (loss) per common st 0.24 0.31 0.1z (0.0¢)
Diluted net income (loss) per common sh 0.24 0.31 0.1z (0.06)

The quarterly financial statement line items impddby these adjustments are summarized in thenfimlgp
tables (in thousands, except shares and per simmenss).

CONSOLIDATED BALANCE SHEET
(In thousands)

2004
First Quarter Second Quarter Third Quarter Fourth Quarter
As As As As
previously As previously As previously As previously As
reported restated reported restated reported restated reported restated
(Quarterly amounts are unaudited)

ASSETS

Accounts receivable, n $ 20,36! $ 23,27: $ 20,27¢ $ 22,541 $ 20,987 $ 22,801 $ 37,75( $ 40,07¢
Deferred income tax asse— current 30,20¢  32,45: 25,89 27,80¢ 22,22¢ 23,24: 26,90¢ 25,52¢
Total current asse 101,46 106,62( 80,47¢ 84,65 105,49 108,32¢ 127,11: 128,05¢
Property and equipment, r 193,18 188,31 167,32. 165,73! 150,84( 150,22¢ 216,50¢ 220,02¢
Goodwill — — — — — — 151,79. 154,36¢
Deferred income tax assets —

long-term 189,34¢ 175,22¢ 191,95! 176,66! 191,39! 171,95: 225,25! 207,04¢
Total Assets $ 484,65 $470,82: $439,75 $427,05: $449,05 $431,83! $793,30¢ $782,14°

LIABILITIES AND STOCKHOLDERS'’ EQUITY

Accrued compensation and bene $ 858% 752:¢% 7131¢$ 607($% 985( % 8,78 $ 17,79 $ 10,32¢
Accrued taxe: 8,19¢ 9,70( 8,887 10,57: 9,10z 10,96¢ 27,86z 30,09
Accrued severance and restructur 11,467 12,52¢ 8,47( 9,531 5,541 6,60z 4,97/ 16,24
Accrued othe 7,44t 11,10 7,02¢ 9,96¢ 5,95¢ 8,36¢ 10,27¢ 14,29
Total current liabilities 115,48: 120,64 68,33t  72,95¢ 68,69¢ 72,97« 151,91° 161,97!
Other lon¢-term liabilities 9,008  18,39( 6,921 16,70 8,20: 18,14¢ 10,55 16,63:
Total Liabilities 124,48¢ 139,03°  75,25¢ 89,66: 76,90: 91,12: 209,97: 226,10
Total Stockholder Equity 360,16¢ 331,78' 364,50. 337,39: 372,15! 340,71{ 583,337 556,04(
Total Liabilities and Stockholde’ Equity $484,65: $470,82. $439,75 $427,05: $ 449,05 $431,83! $793,30¢ $782,14°
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2005
First Quarter Second Quarter Third Quarter
As As As
previously As previously As previously As
reported restated reported restated reported restated
(Quarterly amounts are unaudited)

ASSETS
Accounts receivable, n $ 33,97¢ $ 36,05t $ 35,54t $ 38,012 $ 43,42¢ $ 46,15¢
Deferred income tax asse— current 26,62¢ 24,66( 28,08¢ 22,841 26,30¢ 26,63(
Total current asse 118,03« 118,14° 119,78( 116,99¢ 126,87¢ 129,92¢
Property and equipment, r 187,60t 189,78( 163,77: 164,32: 155,85 145,49!
Goodwill 151,79: 154,36¢ 152,25( 154,81: 148,79¢ 151,64t
Deferred income tax asse— long-term 224,66 209,30: 223,68: 209,51 216,10¢ 211,37
Total Assets $746,61¢ $736,12: $716,49 $702,66. $ 698,08t $688,89:
LIABILITIES AND STOCKHOLDERS'’ EQUITY
Accrued compensation and bene 13,39: 10,44¢ 8,97¢ 8,46¢€ 12,33¢  12,33¢
Accrued taxe! 25,94¢ 28,33¢ 28,03¢ 29,89 32,64t 32,98¢
Accrued severance and restructur 1,43 5,23: 11,69t 13,06! 6,29/ 7,15(
Accrued othe 14,847 18,42¢ 12,18 16,261 12,58¢ 13,09¢
Total current liabilities 128,80! 135,62¢ 116,98( 123,77" 99,52: 101,32!
Other lon¢-term liabilities 7,55¢ 18,46¢ 5,23: 13,791 12,27¢ 22,05¢
Total Liabilities 160,57¢ 178,30¢ 131,04¢ 146,40. 111,79¢ 123,38(
Total Stockholder' Equity 586,04( 557,81: 585,45. 556,26( 586,28¢{ 565,51:
Total Liabilities and Stockholde’ Equity $746,61¢ $736,12: $716,49° $702,66. $ 698,08t $688,89:

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

2004
First Quarter Second Quarter Third Quarter Fourth Quarter
As As As As
previously As previously As previously As previously As

reported restated  reported restated reported restated reported restated
(Quarterly amounts are unaudited)

Service, rental and maintenar $ 39,36: $ 38,79( $ 36,98¢ $ 36,73¢ $ 36,90« $36,65: $ 47,817 $ 47,96:
General and administrati\ 32,941 31,30« 28,96¢ 29,15( 27,43t 27,61 39,952 41,97
Depreciation, amortization and accret 26,30¢ 26,35: 31,07 28,327 22,302 21,86 34,68t 31,08:
Stock based compensati 68¢ 2,267 2,05¢ 1,90¢ 1,86t 1,86t 8,32( (1,177%)
Severance and restructuri 3,01¢ 3,68¢ 45€ 602 1,22¢ 1,22¢ (1,684 6,41¢
Total operating expens: 112,37¢ 112,40¢ 109,15( 106,33¢ 98,29( 97,781 141,29¢ 138,52:
Operating incom 11,28: 11,25( 6,647 9,45¢ 11,127 11,63¢ (12) 2,764
Other income 16¢ 16¢€ 177 177 66 66 247 40¢
Income before income tax (expen 8,122 8,08¢ 5,12¢ 7,93t 11,264 11,77: (1,75)) 1,18(
Income tax (expenst (3,269 (3,256 (2,060 (1,690 (4,527 (9,369 574 (2,49
Net income $ 4851 $ 483:$ 3,060 $ 6,245 $ 6,737 $ 2,404 $ (1,177) $ (1,315
Basic net income per common sh $ 024 $ 024$ 01t $ 031 $ 034 $ 01z $ (0.0 $ (0.0¢
Diluted net income per common shi $ 024 $ 02¢% 018 $ 031% 034 $ 01z $ (0.05 $ (0.06
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2005
First Quarter Second Quarter Third Quarter
As As As
previously As previously As previously As

reported  restated reported restated reported restated
(Quarterly amounts are unaudited)

Service, rental and maintenar $ 56,97: $ 56,35 $ 56,42¢ $ 56,10. $ 54,607 $ 53,73¢
General and administrati\ 53,14(  48,42% 47,62¢  46,49: 44,787 43,26
Depreciation, amortization and accret 38,53t 40,59t 32,89( 35,22« 27,327 28,87¢
Stock based compensati 1,411 1,38t 66¢ 597 76 271
Severance and restructuri — 5,137 9,447 9,90¢ 1,05C 85E
Total operating expens: 161,80¢ 163,57¢ 159,13t 160,40' 140,06: 139,22:
Operating incom 3,86¢ 2,09¢ (1,60) (2,86¢) 11,89( 12,73
Other income 293 137 (73) (73) 76 7€
Income before income tax (expen 2,35¢ 42¢ (2,608 (3,872 11,63¢ 12,47
Income tax (expenst (1,062) (297) (44) 61 (11,28) (3,750
Net income $ 129:$ 137 $ (2649% (3.81)$ 355 $ 8,721
Basic net income per common sh $ 00:$ 001% (010)% (0.19$ 001%$ 0.3z
Diluted net income per common shi $ 00tE$ 001%$ (010%$ (0.19% 001$ 0.32

(1) USA Mobility is a holding company formed to effébe merger of Arch and Metrocall that occurred on
November 16, 2004. For financial reporting purposesh was deemed the acquiring entity. The openatiaf
Metrocall have been included since November 1642
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USA MOBILITY, INC.
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(In thousands)

Balance at Enc

Allowance for Doubtful Accounts and Service Credit Balance at Beginning of Perio  Charged to Operations ~Write -offs ~ Other(1) of Period
Year ended December 31, 2C $ 22,49: $ 23,24+ $(37,09) $ — $  8,64f
Year ended December 31, 2C $ 8,64t § 13,067 $(19,59¢) $6,18t $ 8,29
Year ended December 31, 2C $ 8,29¢ $ 25,4171 $(26,75) $ — $ 6,952

(1) Fair value of balance acquired from Metroc
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Exhibit 10.1:

USAMOBILITY

b L

December 14, 2005

Mark Garzone
19680 Stanford Hall Place
Ashburn, Virginia 20147

Dear Mark:

We are pleased to offer you the position of Exeeutiice President of Marketing for USA Mobility,dnin this role you will be responsible
for providing leadership and oversight to the mérigeand business development function for USA NMghiThe EVP of Marketing will be
an integral member of the senior management team gimilar to the COO, CFO, EVP of Sales, andee@Counsel) and will participate in
regular senior management meetings, planning sesdioard presentations and strategic initiatives.

The overall responsibilities include, but aot limited to:

» Create, articulate and implement a clear, congneire and effective marketing message/vision th bgristing and potential customers, as
well to as to the overall marketplace and the mdkorganization

» Develop and implement a marketing approach whieRimizes top and bottom-line performance, andthasull support of key
constituencies, both inside and outside the comg

» Play the role of ‘champion’ of the customer amdlire Company’s most influential voice with respgeaarketing issues including product
development, distribution, pricing, and brandingistwill include providing counsel to other senéxecutives and the Board of Directc

« Enhance brand equity for the company and itsystsg services, and channels of distribution thihoogst-in-class marketing programs and
initiatives.

» Develop strategic alliances and co-branding dpipdties to leverage the existing network througbdoict/service branding within high
potential market segmer

» Work closely with sales and customer service tp Imaprove the customer experience and thereby dmnpeoved customer retentio

« ldentify and develop new market segments or inglugtrticals with tailored products and progra

» Enhance/build a sophisticated direct marketingreffath a world class database and use it for eustoor market informatior

« Improve the database and its information soithata better tool enabling the sales and margetams to work more productively
together.




» Lead the product development process —identifyiegyy products, service and venture opportunitieighvban be leveraged through the
optimal positioning and pricing of various industityaracteristics

» Direct the necessary research and critical apalis continually monitor the Company’s market osj competitive movements, pricing
policies, customer trends, and other forces whigbeict the organizatiol

» Implement performance metrics to evaluate markaetiigtives.
» Provide strategic direction and leadership to cfosstional peers in the business both internatlg externally
« Recruit, train, coach, mentor, inspire, lead andiaga a world class marketing organizat

This position will report to the Chief Executivef@ér for USA Mobility and will work closely withie other members of executive
management to achieve our goals. The terms obffes are outlined below.

1) Base Salary:$9,615.38 paid biweekly ($250,00G0uaty)

2) Bonus: up to 75% of base salary payable annually in @zooce with USA Mobility policy. Bonus payment wile based upon
accomplishment of pre-determined goals and objestias set and agreed upon by the Board of Direofdd SA Mobility.

3) Benefits: Company health, dental, vision plans and 401&igpation will be available on the same termsnasle available to other USA
Mobility employees. The Benefits Booklet enclosedvides details on the company’s plans, eligibiteguirements and related costs and
benefits.

4) Vacation: You will accrue vacation each pay period at @ exjual to four weeks per year and may begin takamgtion following the first
90 days of employment.

5) ExpensesBusiness related expenses including travel, logigineals and incidentals (i.e., telephone exp¢rsseciated with workelated
travel, will be reimbursed, following the submigsiof receipts consistent with USA Mobility policy.

6) SeveranceShould USA Mobility, in its sole discretion, teimate you for any reason other than “Cause”, amddfin the USA Mobility
Severance Benefits Plan (the “USA Mobility SevemRtan”), you will become eligible for a severabemefit subject to your compliance
with paragraph 10 below. This severance beneflthvilcalculated based upon your hire date at USAiliip with continuous service throug
the date of termination. The amount of severane# efflect the terms and conditions containechim Y SA Mobility Severance Plan, or any
successor severance plan of USA Mobility, and sigghly to the severance payments set forth ingdiiagraph 6, including, but not limited
to, the requirement that you execute a valid sexerand release agreement in effect at the tingewftermination. Any capitalized terms |
defined herein shall have the meanings set fortteuthe USA Mobility Severance Plan or any sucaesseerance plan of USA Mobility.

7) Equity Incentive PackageYou will have meaningful participation in the BddMlanagement equity incentive program at a leeébl the
CEO, but on a par with the CFO, COO, EVP of Sales, General Counsel, for the 2006 calendar yeaecAmmendation
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will be made to the Board of Directors to approe@iyparticipation in the plan expected to be apedoat the February Board Meeting.

9) Non-Competition, NorSolicitation & Release You must agree to not compete with USA Mobilityworking for any competitor which
earns the majority of its revenue from providingipg services or divulge trade secrets or confidéitformation, including customer
information, for the period of one year followingrmination of employment. You will be expected ignsconfidentiality agreements from
time to time to protect the Company’s confidenitibrmation that may exceed the one year periodviohg termination for any reason. In
addition, you must agree not to solicit employefd 8A Mobility for employment for the same one y@ariod. Further, you must agree to
release USA Mobility from any liability that mightise from your employment or termination consisteith the terms set forth in the
severance agreement and release in effect airiat t

10) At Will Employment Employment with USA Mobility will be “at will” ad, thus, may be terminated at any time by USA Muhil

11) Governing Law The terms of this letter agreement shall be gweby the laws of the Commonwealth of Virginia.

This employment offer is contingent upon completdt SA Mobility’s pre-employment requirements inding submission of a completed
employment application, successful completion dfay test within 48 hours of the extension of tifer and a satisfactory background
check. For assistance and instructions on the atioplof these requirements, please contact Bddalp, SVP, Human Resources at 703-
660-6677, x 6109.

Please sign and return one copy of this lettercatitig your acceptance of this employment offerwisdiscussed, we'd like you to officially
join our staff on or before Monday, January 16,&20ark, we are excited about our future and lawkveird to you becoming a part of t
USA Mobility Leadership Team!

Sincerely,

> - 4
i,

Vincent D. Kelly
President and CEO
USA Mobility, Inc.

Accepted:
/s] Mark Garzon 12/19/05
Mark Garzone Date

cc: Human Resources, Personnel File






Exhibit 31.1

CERTIFICATIONS

[, Vincent D. Kelly, certify that:

1.
2.

I have reviewed this annual report on Forr-K of USA Mobility, Inc.;

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Vincent D. Kelly
President and Chief Executive Offic






Exhibit 31.

CERTIFICATIONS

I, Thomas L. Schilling, certify that:

1.
2.

I have reviewed this annual report on Forr-K of USA Mobility, Inc.;

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

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

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

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

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

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

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

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

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

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

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

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

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

Dated: May 24, 200¢ /sl 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 2003

Pursuant to 18 U.S.C. ss. 1350, as created bydBe@i6 of the Sarbanes-Oxley Act of 2003, the wigaed officers of USA Mobility,
Inc. (the “Company”) hereby certify, to such officeknowledge, that:

(i) the accompanying Annual Report of Form 10fKhe Company for the period ended December 315 Zi@ “Report”) fully complies

with the requirements of Section 13(a) or Sectib(d}, as applicable, of the securities ExchangeoAd934, as amende

and

(i) the information contained in the Report fairlggents, in all material respects, the financiad@mn and results of operations of the

Company

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

Vincent D. Kelly
President and Chief Executive Offic







Exhibit 32.

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2003

Pursuant to 18 U.S.C. ss. 1350, as created bydBe@i6 of the Sarbanes-Oxley Act of 2003, the wigaed officers of USA Mobility,
Inc. (the “Company”) hereby certify, to such officeknowledge, that:

(i) the accompanying Annual Report of Form 10fKhe Company for the period ended December 315 Zi@ “Report”) fully complies

with the requirements of Section 13(a) or Sectib(d}, as applicable, of the securities ExchangeoAd934, as amende

and

(i) the information contained in the Report fairlggents, in all material respects, the financiad@mn and results of operations of the

Company

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

Thomas L. Schilling
Chief Financial Officel




